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2005 Highlights

@ A 20% increase in the final dividend from 2.5 cens per share to
3.0 cents per share for the year to 30 fune 2005,

@ The annual dividend increased by 33.3%, exceeding the rate of
inflotion again, as it has done every year since inceprion.

@ Net Asset Value per shore increased by 23.7% from $1.22 ot 30
June 2004 10 $1.52 of 30 lune 2005.
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FIVE MAJOR INVESTMENTS

JUNE 2005
Macguarie Bank 8.0% 6.0%
Perpetual Trustees &.1% 6. 6%
Rio Tinto &.0% 8.1%
ANZ Banking Group 5%% 5.5%
Wonlworths 5.4% 4.5%
Totat 31.6% 30.7%

RELATIVE PERFORMANCE HISTORY
{After adjusfing for the rights issue}
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TOTAL RETURNS SINCE INCEPTION TO JUNE 2005
(Adjusfed for rights issue}

@ Capital Return

£0% - B8 Dividends
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HYPERION FLAGSHIP INVESTMENTS PERFORMANCE VS, THE ALL ORDINARIES INDEX

ANNUAL PERCENTAGE CHANGE

* This is after adjusting for the one for three rights issue in 2000

** The MNAV retarn is after adjusting the NAY for the payment of a final dividend.

The Portfolio performance and the All Ordinaries index returns are pre-tax while the NAY return is after fox on reclised gains and fees.
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Company Profile

Hyperion Flogship Invesimenis Limited (the “Company”)(formerdy Wilson
investments Taurine Fund limited) is o listed investment company
providing investors with aocess to o diversified Austroiian invesfment
porifolic monoged by Myperion Asset Management Limited (the
“Manager” ) Hormerly WHTM Asset Manogemens Limited).

The composition and periormance of the investment portfolio is
monitored by the Board of Direciors, which comprises business people
with many years of experience in the invesiment and funds manogement
industry.

The Manager's invesimant sfrafegy centres on the view thaot investing
in high quality bosiness franchises with the ability to grow seles and
earnings ot rates above GDP will prodice superior invesiment refums
over the long-term. The Company's portfolio of investments comprises
componies whose operations cover o wide spectrum of business
octivities.

The porifolio is constructed from the perspeactive of a business owner by
investing in well managed companies and not simply by tracking the
index weighting of various component stocks.

There is no fixed manogement fee. The Manoger receives o fee which
is performance bosed and poyeble anacally in arrears if the Compony’s
investments outparform the returns on o cash investmant. If the
Company’s net performance is less thon the retursns on a cash
investment, na perdformunce fee is payable.

The shareholders at the Annusl General Mesting last year approved o

chaonge in the caolcuiafion of the performance fee to being colculated
and poid annaally.

i
%ﬁi
w2
ixd
wif, ST
%{;‘Z
=

OBIECTIVES
The investment ohjectives of Hyperion Flagship Investments Limited are:

@ Yo ochieve medium fo long-ferm copital growth and income
through investing in o diversified porffolio of Australian companies;

@  To preserve and enhance the real value of investmenis offer
aliowing for inflation; and

@  To provide shareholders with o fully franked dividend, which, over
fime, will grow of a rofe in excess of the rote of inflafion.

INVESTOR BENEFITS
The benefits for invesiors in Myperion Flagship Investments Limited are:

@  Reduced share invesiment risk through a diversified investment
portfolio

@ Professional, disciplined monagement of an investment porifolio
by an experienced Fund Manager

@ Growth in o fully franked dividend income

¥  Access fo a Dividend Reinvesiment Plan

@  MNo fixed manogement fees - the Fund Manager is only
remunerated on a parformance basis

@ MNo entry or axit charges made by the Company

@ Easy access to information via the Company's head office or
website

EINVESTMENT MANAGER

Tha management of the Compony’s invesiment portfolio is undercken
by the Manoger. The Manaoger is nssociated with the Wilson MTM
Investment Group. Until 30 June 2004, the Manager wos a wholly
owned sobsidiary of Wilson MTH lnvestment Group.

Fram 30 June 2004 the executives of the Manager aftectively own 34%
of the Manager through a holding company.

tManny Pohl as an executive of the Manager has an effective 15.4%
inferest in the Manager.

Hyperion Flagship imvestments Uimited Annual Report 2005



Chairman’s Report

| am pleased to present the sighth Annual Report of the Company for
the year ended 30 lune 2005.

This year has been very strong in thet cur Manoger has returned 31 0%
atter fees which reduces 1o 26.3% ofter tox on renlised gains. This
compares with 19 8% for the All Ordinarfes Index.

The ionger tarm parformonce history graph coniined in the highlights
seciion of this report shows that the underlying NAV ofter tax on realised
gains since inception is ahead of the All Ordinaries which is pre-tax.
This is the most important result and confirms your Board's confidence
in the long-term performance of our Manager. We commend Hyperion
Asset Manogement for thos.

What is not pleasing is the size of the gop between the share price and
tha NAV. Your Direciors are treating this seriously and have implementad
a series of measures io increase share market suppert for our Company.
These measures are detailed in the Directors” Report.

Cne of the measures is & $3m fundraising with the infention of
increasing liquidity in our Company. This has been very successiul with
a 97% sake up showing the suppori, you cur shareholders show for the
future of our Company.

Your Board is focussed on the long-term increment in the MAY coused
by the Manoger's investment process. The Managing Director has spelt
ot in some detail his teom’s investiment process. This has been ossessed
by some of the country’s leading asset consultants who have given it
good reviews. We as Directors conlinue 1o menitor the performance
ond process.

We have increased the dividend this year by 33% fo 6 cenfs per share
which brings the total dividend paid since inception 10 27.9 cents per
shore.

In closing, my feliow Boord members, the Manager and | would like fo
thank all Sharehoiders for your support over the year. We look forward
to sesing as many of you as possible ot the Annual General Meeting on

Wednesday, 9 Movember 2005,

A Ui

Sfeven M. Wilson

Chuairman
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Managing Director’s Report

Oiver the past twelve months the equity market has rewnrded investors
with o healthy reforn. This 20% improvemant in the general market,
os measured by the All Ordinaries Index, compares io the ten-year
average increase in the All Ordinaries Index of around 8% (excluding
dividends). Dividends received from our poriiclio of invesimenis
increased to $779 000 in the 2005 financial year. This has enabled the
Boord of Diractors to increase the final dividend to shareholders by 20%
aver the previous year. This growth in dividend income is due 1o
investing in goality companies identified by our three-stage investment
process which filters oot non-compliant companies. Our invesfment
portfolic comprises Iow capital intensive growth companies and currently
has o small 1o mid-cap bias.

The first or primary stage filters for investment grade companies are:
Historicol Soles Growth,
Retirn on Equity and
Inferest Cover.

The first filser 1ests whether o company is growing. Only those companies
with sales that hove been growing foster than the Ausiralian Economy
{as measured by Mominal Gross Domastic Froduct) are nccepted. The
principle here is thot we don't want to own businesses thaf are stagnant
or shrinking.

The second filter tests whether o compony’s manogement hos been
successfil. Only companies showing an annoal Return on Equity of 15%
or greater are considered. To put this another way, if an invesfor can
get a return of 5% on governmant bonds that are relatively risk free,
we belisve that 15% s the minimum thaot an invesior in o company
should recaive for the extra risk of owning equity. This represenis an
equity pramium of 10%.

The third fitter tests for security of clienfs’” funds. Only those compenies
whose pre-fax profits cover their annual interast bill on their borrowings
by four fimes or greater are considered. That is, company profits have
to drop by more than 75% before they are going to hove trouble
servicing their debi.

When these three filters are applied together to al! the Aosfralicn listed
companies, we are left with around 150 companies to consider for
investment. The common fraits these companies share are that they are
growth orientoted with o strong business franchise, and in porticular,
those that we believe hove a sustainable competitive ndvantage.

& sustainable competitive advanfage is like having o moat around o
company’s business. B protects o business from competitors and new
entrants o its market. Componies with o sustoinoble competitive
advaniage usually have workiorces that are incentivised for business
success. 1he company's suppliers are not usually in o dominant
bargaining position, so the company hos access to well priced and
consistent inpufs.

Before we actually buy o stock we ask curselves the question. “Weuld
we buy oll of this business if we had the money2” That is, we boy shares
in the business s o business awner, not as o frader of shares.

Howeaver, wa will consider selling of certain fimes. For example:

@ Hthere is ¢ major chonge in monagement and we feel thot there
is insufficiens continuity of manogement to be associated with the
frack record, we may sl

@ Hthere is o major iokeover or mergar.

@ Hthe company loses its susicinable competitive advantoge we wilt
sell ifs shares.

@ Hthe market valuotion of the company exceads cerain thresholds,
then we may sell the shares to achieve o lower weighting.

@ W o company’s balance sheet deteriorates. For example, if their
level of debt moves significantly higher, we would seek to
understand why and i the anawer was unacceptable, then we moy
sell the shares.

The overall porifolio distribution of assets is shown in Chart 1. In the

portfolio there are o number of new invesfrenss, all of which comply

with our invesimeant philosophy. In keeping with my infention of praviding

shareholders with information on cur investments, 1 have included o

comment on Cabchorge ond Weolwarths in this report.

Chart §: DISTRIBUTION OF ASSETS AS AT 30 JUNE 2005
Finarneials . 40 6%

Consurner Diserefionary 15.2%
haterinls 15.0%
indusirials 8.3%

7. 4%
5.6%
5.2%
2.4%
0.3%

Healtheare
Cansumer Staples
Cogh and Eguivalen
Energy

Infarmation Technology
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CABCHARGE
A5K Code: CAB

Cabrharge operates a national charge facility {covering $6% of ol} foxis
in Australic) for the payment of 1axi fares. The bulk of Cobcharge’s
revenue is derived from o 10% service fee on taxi fares paid throogh
Cabcharge cards or dockets. The service fee on the use of debit cards
and credit cards should prove to be an increasing revenue sfream.
Cabcharge is also involved in the communicofions bosiness of managing
the dispoich of taxis following the aecguisitions of Combined
Communicotions Network ond Block Cabs.

Sustainable Competitive Advaniage

Cahcharge hos o defendable monopely positien in the nen-cash iax
payment market in Australin. The relationships that Cabcharge hos
formed over the years with the faxi companies and operators, as well as
the ownership of market leading taxi componies in Sydney and
Melbourne, has resulted in large barriers to enfry. For o non-cash
payment system to be effective a large number of faxi companies or
operators would hove fo occept the system which would be very difficult
for o new entrant to duplicafe.

WOOEWORTHS
A5X Code: WOW

Woolworths is an Austrolion retoifer whose principal ochivity is its
sopermarket operations. Other operations include liquor retoiling,
Woolworths Pius Petrol, Big W generol merchandise stores, as well as
consumer electronics through Dick Smith Elactronics, Powertouse ond

Tandy.

Woolworfhs hos established itself as the leading supplier of focd, liguor,
groceries and petrol. Woolworths has the leading share of the nafional
grocery market estimated to be approximately 30%. Woolworths is
totoily focused on maintaining its position as o low cost retailer with its
on-going implemeniation of ‘Project Refresh’ to achieve lower costs and
deliver sovings fo customers.

Sustainable Competitive Adveniage

As o low cost retaiter, Woolworths has a leading market position in
supermarket sales in Avstrolio hoving branded itsalf as the “Fresh Food
People”. Woolworth's high quality monagement team is explofiing this
market position ond thereby ensuring return on capital and sarnings
growth is consistently obove average. Barriers fo entry in the Australicn
supermarket industry due to the large geographic spread are high ond
the cvailability of quality appropricte sites in the major urbon areas is
limited.

Hyperion Flogship Investments Limviked Annual Report 2005

CLOSING COMMENTS

The details of oll the investmenfs that were held ot the end of the financial
year are provided loter in the Annual Report. Suffice 1o say thot
Macguerie Bank [8.0%}, Perpetuni Trustees [6.1%) and Ric Tinto [6.0%)
were the three major investments held of the June 2005 year-end and
it is these three investments that we believe have the best risk adiusted
return profiles.

When looking of the market in genaral, the industrial sector {inciuding
banks but excluding News Corporafion) is selling on a historical (2005
financial yeor) earnings yield of approximotely 7%. At this level we
believe the indusirial sector of the market looks to be representing fair
volue and if anything, is undervalued.

Ohir expected reforn for the Australion equity portfolio is 12% (we
aormally use 9% for the market) per annum over the next five yeors.
However, over shorter time period actual returns could vary markedly
each yeor from this 12% per annum forecast. This volotiity of returns
aver sharter time periods is the fundamental reason why we encournge
investors fo have a minimum 5 year time horizon when investing in
Hyperion Flagship Investments Limited.

2l

Dr Emmanuel (Manny} C Pohi

Managing Director
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Directors’ Report

This report in relation to the financial yeor ended 30 June 2005 is presenfed by the directors.

1. DMRECTORS

The fallowing persons were directors of Hyperion Flagship Investments
{imited from the beginning of the financial yeor untit the date of this

report, unless otharwise stated:
S Wilson E Poh
H Smardon | Grace

G Huysamer R MecCrory

2. INFORMATION ON DIRECTORS

Steven M Wilson
8. Com. LLE, Hon PHD, FSIA, FAICD,
FAR, MEDIA

Chairman

Experience and expertize

Chairman since 2003, Director since the
inception of the Campany in 1997,
Extensive exparience in stock-braking and
funds managernent.

Cther current directorships

Executive Chairman of Wilsen HTM
vestment Group Ud {appoinied 2003}
Chairmarn of South Bank Corporation
{oppainted 1958}

Director of Hyperion Asset Management
Limited {appointed 1997

Direcior of Hyperion Holdings Limited
{oppainted 2004}

Direcior of WHTM Funds Management
Holdings Py U4 (appointed 2004)
Director of The Centre {or Independent
Stedies (appointed 2004)

Director of Nona Badu Py Ld {appointed
2004}

Trusize far University of Quesnsiand
Rughy Union Foundation {appoinied
2004}

Former directorships in tast 3 years

Director of Great Barder Reef Research
Faundation from 2002 to 2004,

Dr Emmanuel {Manny] C Pohl

PrEng, B5c (Engl, MBA, DBA, FAKCD,
MEDHA, SEA (A

Monaging Birector

Experience and expertise

Managing Director sinee the inception of
the Company in 1997, Extensive
experiance in the funds management
inclugtry.

Cther current directorships

Managing Directar of Hyperion Asset
Management Limited [appointed 1997)
Managing Directar of Hyperion Heldings
Limited (appointed 2004}

Director Huysamer Capital Invesiments
{Piy L {oppainted 2002}

Director US Masiers Fund Limited
{oppainted 2005)

Former directorships in tast 3 years

Altermate Directar of The Graaf Borrier
Reat Research Foundation fram 2003 to
2004,

Directar of The Great Barrier Reed
Research Foundation from 2004 10 2004
Non-exacutive directar of Queensland
Gas Campoany Lid from 2004 10 2005,
Nan-executive director of Growih Egquities
Corporation Lirnited from 2003 10 2004
Boord Membear of La Boite Theatre Inc
frarm 2002 to 2004

Managing Directar of WHTM Capila
Management Limited fram 2002
to 2004

George G {Deon] Huysamer
Ba, LEB

MNen-Fxecutive Director

Experience and expertise
MNon-Execotive Director since the
inception of the Campany in 1997,
Extensive experience in the stock-broking
and funde management industry in South
Africe. Member of the Johanneshurg
Stock Exchange.

Other current direciorships
Chairman of National Provineiot AHi
Council (appointed 2005)

Chairman of Giobal Business Excallence
Pyt Lid (appointed 2004}

Deputy Chairman AHi Western Cape
fappointed 2003}

Managing Director Huysamer Capital
[nvestments (Ply} Ld (appointed 2002)
DHrector Eastgate Airport Ply Lid
foppointed 2001%

Director doxx Communications Pty Lid
foppointed 2001%

Directar of MAD (Registered Charity
Organisation) [appointed 2003)

Execigive Commifes Member of Kloserie
Private Mature Reserve (oppoinded 2002)

Former directorships in last 3 years

Former Managing Direcior of South
African stock-broking {irm ABN AMRC
Securifies {Sauth Africal {Pry) Lid fram
1927 to Sept 2002,
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Mr Russell B McCrory
ASIA, FAICD, MEDIA

Mon-Executive Director

Experience ond expertise

Director since 1998, Extensive
experience in the stock-braking industry.

Other current directorships
Director Wilsan HTh Chorities Lid
{appointed 2000)

Director Securilies & Derivatives Industry
Aszociction [appoinied 1798}

Hyperion Flogship Investments Limviked Annual Report 2005

Ms ignazia [Grace} Grace
B LS, ADIR, ASFA Certification

Mon-Executive Directos, Membaer -
Audit and Complionce Committes

Experience and experfise

Directar since 2000, Extensive director
experience in the lunds manogement
industry.

Other current directorships

General Secrefary of the Queensland
Council of Unions (appointed 2000)

Chairperson of Sunsuper {oppointed
Chair 2605 - Director 2000

Director of Energex Lid {sppointed 1999
Directar of ES| Super [appointed 2008)

Praxy Trustee of Gisuper - Glueensland
Government Superannuation Schemes
{uppointed 2007

Member of South Bank Corporation
Baard [appointed 1999)

Mamber of lupiters Casine Community
Benekit Fund {appainted 1995}

Member of the Workplace Health & Safety
Board [appointed 19%7)

Member of Geomp Board {appointed
2003

Directar of Ezi Super [appaointed 2005}
Building and Construction Industy

Teaining Fund - {Trustee since Nov. 2000,
reappointed as Director 2003)

Henry R Smerdon

B.Com, B.Econ, FCPA, MAICD, Fdn
Dip

MNon-Ixecutive Director, Chairman -
Audit and Complicnce Committes

Experience ond experiise

Direcior since 2000, Extensive
experience us o hoard member/CEC
of Glusensland investrment
Corperation, Chairmon of G-Invest
Lid, member of various private and
Government boards and as Under
Treasurer of the Queensland Treasory.

Other current directorships

Chairman Brisbane Cruise Whart Pry Lid
{uppointed 2003)

Deputy Chairmar of the Queenslend
Perlarming Arts Trust {oppointed 2000
Deputy Chancetlor of Griffith University
{uppointed 1997)

Member of Advisary Board of Currumbin
Wildlife Sanetuory (oppointed 2004)
Member of Public Trust Office Investment
Board (appointed 1999%)

Member of Moior Accident insurance

Cammission TTP Advisory Commites
{uppointed 1999)




Directors’ Report (continued)

3.  PRINCIPAL ACTIVITIES

The principal activity of the Company is invesfing in securities listed on
the Australion Stack Exchange. There have been no significant changes
in the noture of this activity during the yeor.

4.  REVIEW OF OPERATIONS

Oiver the past twelve months the equity market hos rewnrded invastors
with a healthy return.

This is refiected in:

@ Dividends received up 6%

@ Inferest received up 176%

@  The portfolio increasing by 35% resulting in o $3,561,000
increase in the asset revaluation reserve

3 An increase in the osset realisation reserve [before tox and
dividends! of 31,747,000 from the realisction of profits on the
disposal of o number of securities

@ Tofai dividends for the year increased by 33 3% 10 6.0 cents per
share

Following the strong parformance of the portfclio, the performance fes
payable o the Manager is substantioily higher than previous vears with
o fee of $743,000 payable.

The directors are committed 1o increasing the value of the Company and
to reducing fhe discount betwaan the market price and the Met Tongible
Assets of the Compony.

in keeping with this commitment, the foliowing announcements have
been made:

@ MNovember 2004 - changed the fee struciure from a quoderly to
an annuai bosis

@@ May 2005 - on-market buy-bock of shares for the news 12 months
@ lune 2005 - Shoreholder notice 1o change name of Company

@ July 2005 - 1 for 5 rights issue @& $1.20 per shore 1o raise $3.3m
and suspension of on-market buy-back for doration of rights issue

The share price hos increosed by 25% to $1.30 01 30 June 2005,
Directors do not expect any significant developments fo occur in the
operations of the Company, which will adversely affect the results in

subsequent years. Any general decline in eguity markets may have an
adverse effect on results in future years.

5. DiviDENDS PAID

Tvpe Cents per  Total omount Date of
share $000's poyment
The Dividends paid to members during tha financiol year were as follows:
Finat 2.5¢c 343 September 2004
Enterim 3.0c 414 March 2005
5.5¢c 759

Dividends paid by the Company during the preceding yeor were:

Finat 20c 267 September 2003
tnterim 2.0c 269 March 2004
4.0c 534

All the dividends poid or declared by the Company and referred to above
were 1 00% franked.

in addition to the above dividends since the end of the financial year the
directors have recommended the poyment of o fing! dividend of

$419,474 {3.0 cenis per shore) o be paid on 16 September 2005.

Arising from the sale of o number of securities, the Company has made
LHC capital gains for the yeor Part of this year’s final dividend will be
sourced from these gains.
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6. EARNINGS PER SHARE

2005 2004
Cents Cents
Basic earnings per share .41 2.13
Uiloted earnings per share .41 2.3

7. SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Significant changes in the siote of affairs of the entity during the financial
year were as follows:

An increase in contributed equity of $3168,802 ffram $14,745,947 1o
$15,062,749) as o resulf of an issve of 268,669 fully paid ordinary
shares under the Dividend Reinvestment Plan. (147,374 @ $1.04 ond
121,295 @ 31.35}

8. MATTERS SUBSEQUENT 1O THE END OF THE
FINANCIAL YEAR

Since 30 June 2005 the directors have announced o 1 for & rights issue
at o price of $1.20 per share 1o roise $3.3m. The issue is underwritten
and applications were required by 15 August 2005,

The directors have olse anrounced the suspension of the on-market buy-
back which was announced on 10 May 2005 for the durstion of the
rights fssue.

Except for the above, the direciors are not aware of any motier or
circumstonce not otherwise dealt with in the direciors’ report or financial
report which has arisen since the end of the year that has significantly
or may significantly affect the operations of the Company, the results of
those operations or the stote of affairs of the Company in future financia
yeors.

Q.  LiKELY DEVELOPMENTS AND EXPECTED RESULTS OF
OPERATIONS

There are no planned changes to principal activities.

10. ENVIRONMENTAL ISSUES

The Company’'s operations are not regulated by any significant
environmental regulation under o low of the Commonwealth orof o
Siate or Territory.

11. COMPANY SECRETARY

The Company Secretary is Mr 1 W Harrison BBus {Acc), FCPA. Mr
Harrison has 26 years experience in the gccounting and finance
industries and has been the Company Secretary since the inception of
the Company in 1997, Fle is also the Company Secretary for Hyperion
Asset Management Limited and the Wilson HTM Invesfment Group Hd.

12. MEFTINGS OF DIRECTORS

The numbers of directors’ meetings oftended by each of the directors of
the Company during the financicl year are:

Board Audit Sub Committes
Eligible to  Aftended Bligible to  Attended
oitend aftend
S M Wilson 7 7
E C Pohi 7 7
G G Muysamer 7 7 3 3
R B McCrory 7 7
| Groce 7 4 3 1
M R Smerdon 7 7 3 3

b 5 G Huysomer is o resident of Scuth Africo.
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13. REMUNERATION REPORT A Principles used to determine the nature and amount of

The remuneration report is set out under the following main headings: remunerafion

A Principles used fo determine the nature and amount of Fees and poyments to direciors reflect the demands which are mode on,
ramunaration and the responsibilities of, the directors. The board haos delegoted the
responsibility for determining tha remuneration of directors 1o the

Shareholders.

The Board had previcusly agreed thot Steven Wilson, Manny Pohl and
Russell McCrary will net receive any Directors’ fees. From 1 July 2004,
oil of the direciors, incloding the directors associated with the Wilson
HTM Investrent Group have been paid directors’ fees.

General Transoctions

B Betails of remuneration Chairman and Managing Director. The remuneration is reviewed
C  Service agresrments annually.

D Share-bosed compensation Remuneration of Directors is defermined by the Board within the
E Equity Holdings moximum  omount of $200,000 previously approved by the
F:

G

Loans

The director fees paid o Steven Wilson, Manny Pohl and Russell McCrory
nre poid o their employer in accordonce with Witson HTM Invesfment
Group policy.

B Details of remuneration

Uetails of the remuneration of sach direcior of Myperion Flogship Investments Limited and the executives of the Company are set out in the
foliowing toble.

Primary POS?-Empioymenél Equity

Mame Feas Performance Non-monetary | Superonnuation Retirement Options Total
Fees benefits Benefits

$ 3 $ $ 3 $ 3

S b Wilson
Nan-Executive
Choirman

2005 30,000 - - - - - 36,000
20064

E C Pohl
Monaging
Driractar
2005 12,800 - - - - - 12,000
20064 - -

H R Smerdon
MNon-executive
Direcior

2005 12,000 - - - - - 12,000
20064 12,800 - - - - - 12,000

| Grace
MNon-executive
Direcior

2005 12,800 - - - - - 12,000
2004 12,000 - - - - - 12,000

G G Muysamer
MNon-executive
Direcior

2005 12,800 - - - - - 12,000
20064 12,800 - - - - - 12,000

R B McCrory
MNon-executive
Direcior

2005 12,800 - - - - - 12,000
20064

Totat Directors
Remuneration

2005 94,000 - - - - - 20,000
20064 36,000 - - - - - 34,000

The Company poys a premium for Directors ond Officers Liobility insurance fo which the directors receive the benefit. This insuronce forms
part of the definition of directors’ remunerafion, but due to impracticalify, the insurance premium hos not been ollocated 1o each director.
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Directors’ Report continued)

C  Servite agreemenis

As the company does nof employ any staff there are no service
ogreements enterad into by the compony.

The Chairman, Managing Director and Company Secrstary are
employed by entities associated with the Company.

D Share-based compensation

No share-based compensation exists.

E Equity Holdings

As ot the date of this report, directors who hold shares issued by the
Compuany for their own banefit or who have an inserest in holdings in
the name of another party, and the fotal number of such securities, are
os follows:

Shares Heid Diract In-direct {i}
E C Pohl 3,931,772 1,293,593 2,638,179
S M Wilson 1,512,284 1,128,284 384,060
G & Huysamer 70,321 70,39
R B McCrory 42,G0G 42,000
H R Smerdon 19,252 19,252
| Grace 13,940 13,940

(il Shares indirectly heid are managed by Myperion Asset
Management Limited as per a Discretionosy Funds Management
Agreement. £ C Pohl has o separate Power of Aftormey
arrangemeant with a number of clients.

F General Transactions

Orher than Director remaneration, the Company does not direcily
contract with any of the Directors.

G Loans

There are no loans issued to any of the Directors (30 fune 2004 - Nil}

14. OPTIONS

Mo options have been issued during or since the financial year {30 June

2004 - Nif).

15. INSURANCE OF OFFICERS AND/OR AUDITORS

During the finoncial year the Company poid @ premium to insore the
divectors and sacrefary of the Compony. The insurance policy does not
allow the premium to be disciosed.

The liobilities insored are legal costs that may be incurred in defending
civil or criminal proceedings that may be brought against the officers in
their copacity as officers of the entify, and any other payments orising
from liobilities incurred by the officers in connection with such
proceedings, other than where such liabilities arise out of conduct
involving o wilful breoch of dusy by the officers or the improper use by
the officers of their position or of the information o goin cdvantoge
for themselves or someone else or 1o couse detriment to the Company.
it is not possible to opportion the premium betwean the amounis relating
{0 the insurance agoinsf legal costs and those refoting to other liabilities.

The Compony has not during or since the financial year indemnified
or poid any insurance premiums to indemnity the auditors.
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16, PROCEEDINGS ON BEHALF OF THE COMPANY

Mo person hos opplied 1o the Court under Section 237 of the
Corporations Act 2001 for leave fo bring procedures on behalf of the
Company, or fo intervene in any procedure fo which the Compeny is o
party, for the purpose of taking responsibility on behalf of the Company
for oll or part of the procedures.

Mo procedures have been brought or intervened in an behalf of the
Cormpany with leave of the Coust under Section 237 of the Corporations

Ay 2001,

17. NON-AUDIT SERVICES

The Company may decide 1o employ the cuditor on assignments
additional o their statutory cudit duties where the auditor's expertise
ond experience with the Compony are imporant.

Cratails of the amounts paid or poyable to the ouditor [(BDO Kendalls})
for audit ond non-audit services provided during the year are set out
below:

The boord of directors has considerad the position ond, in accordance
with the advice received from the audif committee is satistied thas the
provision of the non-cudit services is compatible with the general
standard of independence for auditors imposed by the Corporations Act
2001, The directors are sotisfied thot the provision of non-oudit services
by the auditor, as set out helow, did not compromise the auditor
independence raquirements of the Corporations Act 2001 for the
foliowing reasons:

@ Alinon-audit services have been reviewed by the oudit committee
to ensure they do not impact the impartiality and objectivity of the
auditor

@  MNone of he services undermine the general principles reloting to
auditor independence s sef aut in Professional Stotement F1,
inciuding reviewing or nudifing the auditor’s own work, acting in
a monagement or a decision-making capacity for the Company,
acling as advocate for the Company or iointly sharing economic
risk and rewards.

& copy of the cuditors’ independence declarafion os required under
section 307C of the Corporation Acs 2001 is sef out on page 13

Curing the year the Company obteined advice from the Company's
auditor, Tim Kendall from BDO Kendslls regarding the implementafion
of Australion Equivalents of international Reporiing Standards. The
amount poid for the service wos $1,400 .00, The direcior’s are sofisfied
that the independence of the nuditor was not compromised as the advice
provided was only technical guidance and the Company Secrefary
independently ossessed this advice.

18. ROUNDING OF AMOUNTS

The Company is of a kind referred 1o in ASIC Class Order 98/100 issued
by the Australion Securities and Investmenis Commission. Accordingly
amounts in the Financial Stotements and Directors’ report have baen
rosnded to the nearest $1,000.

This report is made in accordance with o resolufion of the Directors:

Y

Gr Emmanuet (Manny) C Pohl
Girector

BRISBANE

7 September 2005
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Auditors Independence Declaration

IBDO Kendalls
& Advisers

www.bdokendalls.com.ua
enguirics @ bdokendalls.com.an

Eevel 18, 304} Queen Street
GPO Box 457 Brishane

Queenstand 401 Auvstralia

Telephone + 61 7 3237 5499
Facsimile + 61 7 3221 9227

7 September 2005

Mr Steven Wilson

Chairman

Hyperion Flagship Investments Limited
Level 38

Riparian Plaza

Tt Eagle Street

BRISBANE QLD 4000

Dear Steven

AUDITORS INDEPENDENCE DECLARATION

[n relation to our review of the Financiad Report of Hyperion Flagship Investments Limited for the year ended 30 June 2003, to the
best of my knowledge and belief, there have been no contraventions of the anditor independence requirements of the Corporations Act
2001 or any applicable code of professional conduct.

Yours sincerely
B0 KENDALLS

Tim Kendalt
Partner

HYPERICON
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Corporate Governance Statement

FOR THE YEAR ENDED 30 JUNE 2005

This statement autiines the main corporate governance practices fhot
were in place throughout the financial year unless otherwise stated.

The ASX Listing Rules require listed companies to inciude in their annosl
report o statement detailing the extent fo which they have foliowed the
28 ASX best practice racommendations in their reporting period. Listed
compaonies must idenfify the recommendations that have not been
followed and provide recsons for the Company’s action.

A checklist summarising the ASX recommendations and complionce is
on pages 15 and 16.

1. BOARD OF DIRECTORS

The boord is responsible for the oversll corporate governance of the
entity and ifs overriding obiective is fo protect and increase shareholder
vaolue. The board guides and monitors fhe business 1o ensure that the
Company is properly managed in the bast interest of Shareheolders. The
boord is accouniable fo its Shoreholders.

A charter sefting out the board’s role and responsibilities, campasition
etc hos been estoblished. The charter is avoilable on the Company’s
website.

During the yenr, the board comprised 5 non-executive directors
fincluding the Chairman) and | executive director {being the Managing
Director). Al directors hove o personal financial inferest in the
Company.

For Corporate Governance purposes there are 3 independent direciors
and 3 non-independent directors associated with the Monager. The
Directors nssocinsed with the Manager are:

Manny Pohl - The Managing Director of the Manoger.

Steven Wilson - The Executive Chairmaon and a shorehoider in Wilson
HTM Invesiment Group Ud, which is the uifimate owner of 50% of the
Manager, and o shareholder in the Manager.

Russell McCrory - A Shareholder in Wilson HTM Investment Group Lid,
which is the ultimate owner of 50% of the Manager, and a shoreholder
in the Manager.

The Directors believe that the current beard struciure and Chairman is
the most appropricte for the Company of the present fime.

The names and details of the current directors are sef out below:
Steven M Wilson

Chairman

Wy Wilson is Executive Chairman of the Wilson HTM Invesiment Group
and Chairman of Southbank Corporation. He has exensive experience
in the stockbroking and funds management indusiry. Mr Wilson hos been
the Chairman of the Company since the Company was established in

1997
Dr Emmanuel {Manny] C Pohl
Managing Director

Dr Pohl s Manoging Director of Hyperion Asset Management Limited.
e has extensive exparience in the stockbroking and funds monogement
industry in Austrolio and South Africa. Dr Pohl hos been the Manoging
Director of the Company since the Company was established in 1997

Mr Russell B McCrory

Mr McCrory has extensive experience in the stockbroking indusiry. He
has been a Director since 1998,

Mr Henry R Smerdon

Chairman of the Audit and Cempliance Committee

Wr Smerdon is a Company Director and has been a Director since 2000,
Mr George G [Deon} Huysamer

Member of the Audit and Compliance Commitiss

Mr Huysamer is o Company Direcior in South Alvica and has axtensive
experience in the South African stackbroking and funds management

industry. He has been o Director since the Company was established
in 1997,
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Ms Ignazia [Grace} Grace
Member of the Audit and Compliance Committes

Ms Grace is the General Secretary of the Queensiand Coundil of Unions
and o member of o number of Government boards. Ms Grace has been
a Director since 2000.

The Company’s board reviews board effectiveness and membership on
an ongoing basis and retains flexible criteria for nominations fo fil board
vacancies in the light of the Company’s currens circumstonces ond the
skills, knowledge and experiance of the current board members.

& tarmal review [written survey) of the board and cudit comminies is

undertaken yearly. The boord and oudit committee are continually
reviewing the performance of the Manaoging Direcior and the Manager.

The Company’s constitution spacifies fhat all directors fwith the exception
of the Managing Director) must retire from office no later thon the third
annual genersl mesting (AGM)] following their last slection. Whare
eligible, a directer may stand for re-election.

There are no set terms of office or retirement ages for individual
directors.

2. INDEPENDENT PROFESSIONAL ADVICE

Each direcior has the right fo seek independent professional advice in
refation to the execution of the board’s responsibilities ot the Company’s
expense. FPrior opproval of the Chairman, which will not be
unrecsonably withheld, is required.

3. DEALINGS N THE COMPANY'S SHARES

The constitution permits direciors o acquire shares in the Compeny. The
Cormpany has astablished a policy that reguires ol divectors and officers
to receive approval from the Chairman in respect to any dealings. The
Chairman requires prior approval by the Chairman of the Audit and
Compliance Commitiee in advance of ony proposed dedling in
Company shores.

4, COMMITTEES

Cue to the size and noiure of the operations of the Company, the board
as o whole carries out the roles often assigned to commirtees.
Accordingly, there are currently no remuneration, nomination and ethics
commitieas.

3 Audif und Complionce Commitiee

The boord hoes established an audit and compliance committes. This
commifies consists of the following independent directors:

H R Smerdon [Chairman)

G G Huysamer

G Grace

Cretails of the directars” gualifications and experience are set out in the
directors’ report on pages 8§10 9.

& charter, setfing out the committee’s role and responsibilities,
composition, structure, membership requirements and the mansner in
which the commitiee is fo operate has been esiahlished. Included in its
rele is on ongoing review of the performance of the Manoger and the
service it provides. This charier is aveilabie on the Company’s website.
All matters determined by the commitiee are submitted to the fult board
as recommendaiions for board decision.

Minutes of the committes meetings are tobled of the subseguent board
meeting.
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5. REMUNERATION

Directors

The fotai quantum of directors’ fees payable by the Company has been
defermined by shareholders in genaral meefing.

The board hos delegoted the responsibility for determining the
remuneration of directors to the Choirman and Manoging Director.

Executives

The only executive of the Company is the Managing Director. During the
year the Managing Director did not receive any remuneration from the
Comgany o3 an exscufive, but did receive remuneration as o Director.
The Managing Director is employed and paid by the Manoger.

&. ETHICAL STANDARDS

The boord supports the need for directors and employees io observe the
highest standards of behaviour and bosiness ethics. Alf direciors,
managers and employess ore expected to act with integsity, sfriving of
oll times to enhance the reputation and periormance of the Compony.

7. COMPLIANCE AND CONTINUOUS DiSCLOSURE

The Company is committed fo mainfaining the highest standard of
integrity and seeks to ensure all s activities are undertaken with
efficiency, honesty and fairness.

As o listed enfity, the Company has an ebligation under the ASX Listing
Rules o maintoin an informed market with respect 1o its securities.
Accordingly, the Company keeps the market advised of all infermation
required to be disclosed under tha rules which it believes would have
a material affect on the price or value of the Company’s securities.

The Company aims 1o keep shareholders informed of the Company's
performance and il moior developments in an ongoing manner.
Infarmation is communicafed to sharehoiders through:

@ The annual repos, which is distributed fo all shareholders (unless
specifically requested otherwise).

@  The interim financial repart contoins summarised financic
information and review of the operafions of the entity during the
period. The report is reviewed by the auditors and is prepared
in accordance with the requiremants of the applicable aocounting
standards and the Corporofions Act 2007 and is lodged with the
Auvstrolian Securities and Investments Commission and the ASX.

@  Guorterly sharehoider newslefiers.

@ Other correspondence regording matters impacting on
shareholders, as required.

Al documents thaot are released publicly cre made available on the
Company’s website.

Shareholders are also encouraged fo parficipate in the annual general
mesting 1o ensure o high leval of accountability and identification with
the Company's strategies and goals. Imporant issues are presented to
shareholders as single resolutions.

The shareholders are responsibie for voting on the appointment and
aggregate remuneration of direciors, any changes 1o the Company’s
constitotion and changes fo the enfity which may impoct on share
ownership rights.

8. RISK MANAGEMENT

The Company seeks 1o reduce investment risk by o policy of
diversification of invesiments across indusiries and companies operating
in various sectors of the morket.

Other risk monogemeant issues, for example disaster recovery, credit and
counier-pasy risk, are considered by the board.

The Boord receives regular reporis nbout the financial condition and
operational results of the Company.

The CEC and CFO are required to provide formal stotements to the
Boord that in ofl maoterial respects:

@@ The Compony’s financicl stafements present a frue and fair view
of the Company's financial condition and operational resulss, and

@ The risk manogement and internal complionce and confrol systems
are sound, appropriate ond operating efficiently and effectively.

9. EXTERNAL AUDITORS

The Company's policy is to oppoint external auditors who clearly
demonsfrate quality and independence. The pedormance of the external
nudifor is reviewed annually and applicotions for fender of exernal audit
services are requested os deemad appropricte, faking info considerasion
nssessment of parformance, existing volue and tender costs. BDO
Kendalis were appointed as the external cuditors in 1998,

The Company’s external auditor attends the annual general mesting
ond is avoilable to answer shareholder questions.

An analysis of fees paid fo the external auditars, including o breckdown
of fees for non-oudil services, is provided in note 4 1o the financial
stafements..

ASX CORPORATE GOVERNANCE COUNCIL BEST PRACTICE RECOMMENDATIONS

Principle 1: Lay sokid foundations for management and oversight
1.1 Formalise and disclose the funclions reserved to the board ond those

delegated to management. | Comply
Principle 2: Structure the board to add value
2.1 A majority of the board should be independent directors. 1 Naon-comply
2.2 The chairperson should be an independent director. | Naon-comply
2.3 The roles of chairperson and chief execulive officer should not be exercised

by the same individual. | Comply
2.4 The board should establish o nominafion commiitee. 4 Non-comply
2.5 Provide the informafion indicated in Guide to reporting on Principle 2. t and 2 and

Directors’ report Comply

Principle 3: Promote athical and responsibie decision-making
3. Establish o code of conduct to guide the directers, the chief executive officer

{or equivalent}, the chief financial officer (or equivalent) and any other key

axecutive os fo:

3.1.1 the practices necessary fo mainfain confidence in the company's insegrity 1 Comply

3.1.2 the responsibility and accountobility of individuals for reporting and

investigafing reporis of unethical pracrices. 1 Comply
3.2 Disclose the policy concerning trading in company securities by directors,

officers and employess. 3 Comply
3.3 Provide the informafion indicated in Guide fo reporting on Principle 3. 1 Comply
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Corporate Governance Statement (continued)
FOR THE YEAR ENDED 30 JUNE 2005

ASX CORPORATE GOVERNANCE COUNCIL BEST PRACTICE RECOMMENDATIONS (Continued)

Principle 4: Safeguard integrity in financial reporting

4.1 Require the chief executive officer [or equivalent) and the chief financicl oificer
(or equivaient) i state in writing 1o the board thef the company's financial
reports present o true and fair view, in oll material respects, of the company's
financiof condition and operationat results ond are in accordance with

relevant accounting standards. 8 Comply
4.2 The board should establish an audis commistee. 4 Comply
4.3 Structure the audit commities so that it consisis of: 4 Comply

@ only non-executive directors
3 o majority of independent directors
& an independent chairperson, who is not chairperson of the board

& o lenst three members.

4.4 The cudit committee should hove o formal charfer. 4 Comply
4.5 Pravide the information indicated in Guide to reporting on Principle 4. 4 and Directors’
Report Comply

Principle 5: Make timely and balanced disclosure
5.1 Establish written policies and procedures designed to ensure complicnce with

ASX Listing Role disclosure reguirements and o ensure accouniahility af o

senior management level for that compliance. 7 Comply
52 Provide the information indicated in Guide fo reporfing on Principle 5. 7 Comply
Principle 6: Respect the rights of shareholders
& Design and disclose o communications sfrotegy fo promote effective ¢

ommunication with shareholders and encourage effective participation of

general mestings. 7 Comply
&2 Request the external auditor 1o attend the annun! general meeﬂn‘cf—I and be

available 1o answer shoreholder quesfions obout the conduct of the audit and

the preparoiion and content of the suditor’s report. g Comply
Principle 7: Recegnise and manage risk
73 The boord or appropriate boord committes should establish policies on risk

aversight and monagement. 2} Comply
72 The chief executive officer {or equivalent} and the chief financial officer

(or equivatent) should staze fo the board in writing thot:

7.2.1  the stafement given in occordance with best proctice recommendation
4.1 {the integrity of financiol statements) is founded on o sound syslem
of risk manogement and internal complionce and conirel which

implemenis the policies adopted by the board. 8 Comply
7.2.2  the company's risk management and internal complinnce and control
system is operafing efficiently and effectively in oll material respects. 8 Comply
7.3 Pravide the information indicated in Guide fo reporfing on Principle 7. 8 Comply
Principle 8: Encourage enhanced performance
8.t Disclose the process for performance evaluation of the board, its committees
and individual directors, ond key executives. i Comply
Principle 9: Remunerate fairdy and responsibly
2.3 Pravide disclosure in relation 1o the company’s remuneration policies fo enable

investors fo understand (i) the cosis and benefits of those policies and {ii] the link
between remunerafion puid fo directors and key executives and corporate

performance. 5 Comply
92 The boord should establish o remuneration commistea. 4 Meon-comply
23 Clearly disfinguish the siructure of non-execotive directors’ remunarafion from

that of executives. 5 Comply
2.4 Ensure the payment of equity-bosed executive remuneration is made in

accordance with thresholds set in plans opproved by sharsholders. 5 and

Direciors Report A

2.5 Provide the information indicated in Guide to reporfing on Principle 9. 4 and 5 Comply
Principle 10: Recognise the legitimate interests of stakeholders
100 Establish and disclose o code of conduct to guide complionce with fegal and

other obligations. 1 Comply

Mode 1 Relersnce relers fo the relevant seclions of this Corporale Governance Satemen ar lo the Direclors’ Reper.
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Statement of Financial Performance

FOR THE YEAR ENDED 30 JUNE 2005

18

Mote 2005 2004
$'000 3000
Revenue from ordinary activities 2 750 587
Parformance fees {743) (282
Orher expenses from ardinary activities 3 {227} (149
Profit/{Loss) from ordinary activities before income tax expense {220} 156
income tax {expense)/benefit relating to ordinary activities 5 278 133
Net Profit /{loss) aitribuicble fo members of
Hyperion Flagship Investments Limited 58 259
het increase/{decrease) in asset realisafion reserve 11 488 51
Net increcse/{decrease) in asset revaluafion reserve 11 3,561 1,855
Total valuation adiustments recognised directly in eguity 4,049 1,804
Total changes in equity other than those resulting from tronsactions
with owners os owners 4,107 2,093
Cents Cents
Basic earnings par share .41 213
Dituted earnings per share .41 213

The ahove Statement of Financial Pedormance should be read in conjunction with the notes to the financial statements.
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Statement of Financial Position
FOR THE YEAR ENDED 30 JUNE 2005

Note 2005 2004
$000 5000
Assets
Cash assets & 334 754
Receivables 1
Other assets 73 2%
Other financial assets 7 21,876 16,103
Deferred fox assets b &
Totoi Assets 22,290 16,884
Liabilities
Payables 8 840 75
Cusrent tax liabilities @ 227 10
Total Liabilities 1,067 85
MNET ASSETS 21,223 16,799
Equity -
Caontributed eguity 10 15,0463 14,7464
Reservas 114a) 6,133 2,084
Retained profits 114k 27 131)
TOTAL EQUITY 21,223 16,799
NAV {ofter fox on reclised gains oaly} $1.52 $1.22
NAV {ofter tox on realised and unrealised gains) $1.40 5118

The cbove Siotement of Financial Position should be read in conjunction with the notes to the financial siatements.
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Statement of Cash Flows
FOR THE YEAR ENDED 30 JUNE 2005

MNote 2005 2004
$'000 3000
Inffows/ Inflows/
{Outflows) [Ouiflows)
Cuash flows from operafing activities
Paymant for bank bills - 10
income tax paid {3) (2]
GST refunds - 1
interest received 46 18
Dividends received 779 751
Other poyments {260} (504)
Net cash flows provided by/{used in} operaling octivities 18 5642 274
Cuash flows from long-term invesfing activities
Proceeds from sales of investment securities 4,679 4,094
Paymant for invesiment securities {4,584} (3,B70)
Paymant of bank bilis {635}
Net cash flows provided by/{used in} long-term investing activities {540} 224
Cuash flows from financing activities
Proceeds from shaore issues - 135
Dividends poid on ordinary shares {442} [(294)
Net cash flows from financing activities {442} (159
Net increase/{decrecss) in cash held {420} 339
Cuash at the beginning of the financial year 754 415
Cuosh at the end of the financial year & 334 754

The ahove Statement of Cash Flows should be read in conjunction with the nofes to the Financial Siafements.
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Notes to the Financial Statements
FOR THE YEAR ENDED 30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This general purpose finencial report has heen prepared in accordance with Austrolian Accounting Standards, other nuthoritative
pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Consensus Views and the Corporations Act
2001,

It is prepared in accordonce with the historical cost convention, excepf for certain assets which, as noted, are ot valuation. Unless
otherwise siated, the accounting policies adopted are consistent with those of the previous year.

Myperion Flagship fnvesiments Limited is o poblic company, imifed by shares, incorporated in Australic and listed on the Aostralian
Stock Exchanga.

{fa} Basis of accounting

The financial report hos been prepared on an accruals basis using the historicel cost basis and does not take info account
changing money values or, except where siated, current valuations of assets.

th} Other financial assets
The Statement of Financial Position is in o ligoidify formaoi. The adoption of o liquidity format resulis in the removal of

the terms “current msset” and “non-current asser” from the Statement of Financial Position in favour of the general
term “cssefs”.

Investments are broughf to nccount of cost or of foir volue being Directors” Valuafion. The carying amount of invesfments
recognised of fair value is assessed by Direclors annually to ensure that the carrying volue is not matericlly different from
its foir value. The carying amount of investments is reviewed oanually by Directors to ensure that # is nof in excess of
the recoverable amount of these investments.

The recovercble omount is ossessed from the shares’ current morsket vaolue or the underlying nef assets in their particulor
entifies. The expected net cash flows from investments have not been discounied to their present value in defermining
the recoverable omounis, except where stated.

{c} Income Tox
The Company adopts the liability method of tax-effect accounsing whereby the income tax expanse is based on the profit
from ordinary activities, adjusted for any permanens differences.
Timing ditferences which arise due 1o the different accounting periods in which #ems of revenue and expense are incloded
in the determination of accounting profit and 1axchle income are brought 1o nccount as either o provision for deferred
income iax or as fulure income fax benefits ot the rote of income tax applicable to fhe period in which the benefit will be
received or the fiability will become payable.

Fature income fax benefits are not brought to account unless realisation of the asset is assured bevond reasonable doubs.
Future income fax benefits in relation 1o fox losses are not brought fo account uniess there is vinual certainty of realisation
of the benefis.

The amount of benefifs brought to account or which may be reolised in the futare is based on the nssamption that no
adverse chonges will occur in income foxafion legislotion and the anticipation that the Company will derive sufficient
future nssessable income to enchle the benefit 1o be realised and comply with the conditions of deductibility imposed
by the faw.

{d} Cash

For the purpose of the stotement of cosh Hows, ‘cash’ includes cash, deposits held at call and invesimenis in
short term financial insiruments.

{e] Rounding of Amounts

The Compeny is of o kind referred 1o in ASIC Class Order 98/100 and in accordance with thot class order, omounts
in the financial report have been rounded off to the nearest thousand dellars unless otherwise sfoted.

i Revenue
Revenue from the sole of investmants is recognised at the dote the sale of the invesimants iook ploce.

Dividends are brought to account in the Stafement of Financial Performance on the dotes the dividends are received
by the company.

fnterest revenue is recognised on a proporional basis taking into account the interest rafes applicable to the financial
assels.

{g} Comparatives

Where required by Australian Accounting Standards, comparative figures have been adjusted fo canform with changas
in preseniation for the current financial year.

th) Director and Executive Disclosures

information about the remuneration of Directors and Executives which is currently required under section 3004 of the
Corporations Act 2001 and under Australian Accounting Standard AASE G446 “Director and executive Disclosures by
Disclosing Entities” is inciuded in the Remanaration Report within the Directors’ Report. The company has taken the
relief provided by Corporations Amendments Reguiation 2005 {No 4 released on 5 July 2005,
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued
it  Goods and Sarvices Tax {GST)
Revenues, axpenses and casefs are recognised net of the amount of G&T, sxcept where the amounf of G5T incurred is
not recoverable from the Australion Tax Office. |n these circumsiances the G5T is recognised as part of the cost of
acquisition of the asset or as part of an item of the expense. Receivables and payables in the statemaent of financial
position are shown inclosive of GST.
fif Dividends
Provision is made for the amount of any dividend declared, determined or publicly recommended by the directors on or
before the end of the financini year but not dissributed at bolance date.
MNote 2005 2004
$'000 1000
2. REVENUE
Revenue from operating activities
Enferest 47 17
Dividend 779 735
fncome from dealing in securities {76} [165]
Revenue from ordinary activities 7590 587
3. OTHER EXPENSES FROM ORDINARY ACTIVITIES
ASK Fees 23 21
Audit Fees 16 19
Directors Fees 90 3é
[nsuronce 25 16
Shore Regisfry 13 16
Other 460 41
227 149
2005 2004
$ ¥
4. AUDITORS REMUNERATION

Daring the year the audifors of the entity earned the following remuneration:

an audit or review of the financiof report of the enfity

other advisory services

15,250 12,218
1,400
16,650 12,218
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FOR THE YEAR ENDED 30 JUNE 2005

2005 2004
$'000 $0C0

5. INCOME TAX

The ameunt of income 1ax atfributable o the financiol period differs from the prima facie omounf poyable on the profit
from ordinary activities. The difference is reconciled os set out below:

Profit/[Loss} from ordinasy activities before income tox (220 156

Prirna facia fox poyahle on Profit/(Loss) from ordinary activity ot 30% (66} 47

Tox effect of permanent differences which increase (reduce) tox poyable

@ reclised capital gains 22 50
¥ intercorporate dividend rebuose {230} 211
lncome fax adjusted for permaneant differences 274) (114
Benefit of tox losses of prior yeors recouped - {26)
Under [over) provision in previous year {4} 7
Income fax (beneift)/expense attribotable to profit from ordinary activities {278} 133
Comgprising...
T current yeor fax payable 225 7
@ meovemant in provision for deferred income fox 4}
@ meovemant in future income fax benefit - (2]
@ movement in reclised profits reserve {499} (138)
(278} (133

Fasure income tax benetit reflects the future benefit at 30% on the following itema:

@ non-deductible acoruals 4 &

6. ASSETS - CASH ASSETS

Cash o bank {1} 17
Ueposits at call 3358 737
334 754

7. ASSETS - OTHER FINANCIAL ASSETS

Listed securities at market value

{cost value 3G June 2005 - §15,635,000)

lcost value 30 June 2004 - §14,05%,000) 21,241 16,103
Banrk Bills 635
Total other financicl ossets 21,876 16,103

If invesiments had been sold of bolance date o net capital gains fox liability of not mere than $1,682,000 [2004:
$613,000) would have arisen. However, direciors do net intend to dispose of this porticlic and therefore do not expect
that the tax nssocinied with such disposal wilt be incurred.
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(c]  Ordinary Shares

Motes 2005 2004
$'000 }ooo
8. LIABILITIES - PAYABLES
Performance fee poyable 817 46
Accrued expenses 23 29
840 75
Q. LIABILITIES - CURRENT TAX LIABILITIES
Income Tax 227 10
10. CONTRIBUTED EQUITY
(o}  Share capital
Ordinary shares fully poid () 15,063 14,746
(b} Movements in ordinory share copital
Date Details Motes Number of  ssue 3000
Shares  Price
Opening bolance 13,713,808 14,746
17 Sept 2004 Dhvidend Reinvestment Plan issue {di 147,374 104 153
26 March 2005 Dividend Reinvestment Plan issoe {d) 121,295 1.35 164
Baolance at end of the financiof year 13,982 477 15,063

Ordinary shares entitle the holder to participote in dividends and the procesds on winding up of the company in proportion

to the number of and amounts paid on the shares hald.

Cn g show of hands every holder of ordinary shares presen: at @ mesting in person or by proxy, is entitied 1o one vofe,

and upen a poli each share is entitied to one vofe.
[dy  Dividend Reinvestrent Plan

The compuny has esiobiished o Dividend Reinvestment Plan under which hoiders of ordinary shares may elect fo have
all or part of their dividend enfitlements safisfied by the issue of new ordinary shares rather than by cash. Shares are

issued of o price determined by the directors.
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Motes 2005 2004
$°000 000
11. RESERVES AND RETAINED PROFITS
11(a} Reserves
Asset Revaluntion Reserve R 5,605 2,044
Asset Realisotion Reserve 1% (i} 528 40
6,133 2,084
Movements
i) Asset Revaluation Reserve
Opening balance 2,044 18%
Revaiuation of long-ferm invesfments 5,308 2,478
Transfer to asset realisation reserve {1,747 [£23)
Balance of the end of the financial year 5,605 2,044
{iil  Asset Renlisafion Resarve
Opening balance 490 21
Transfer from asset revaluafion reserve 1,747 623
Tax on disposal of long-term invesimants {500} (137
Dividends paid {759} (534
Balance of the end of the financial year 528 40
11{b} Retained Profiss/iAccumulafed Losses)
Retained Prefits/iAccumulated Losses) of the beginning of the year {3 (3209
Met profit attribuiable 1o members of Hyperion Flagship Investments Limited 58 289
Dividends provided for or paid -
Retained Profits/{Accumulated Losses) at the end of the financial year 27 13n

Mafure and purpose of reserves

(1

(if)

Asset Revaluntion Reserve

This reserve is used to record incremenfs ond decrements or the

re-valuation of other financial assets.

Asset Renlisation reserve

This reserve records gains or losses arising from disposal of

long-term invesiments. It is adjusted for opplicable 1ax on such
disposal, if any. As the balance relotes to nef realised gains it
may be distributed as cash dividends ot the discretion of directors.
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Motes 2005 2004
$'000 1000
12. DIVIDENDS
(o} Dividends paid during year
Final dividend of 2.5 cents {2004 - 2.0 cents) per share poid
17 September 2004 (2004 - 19 September 2003}
Fully franked @ 30% - 2.5 cenis per share 343
Fully franked @ 30% - 2.0 cents per share 267
tnterim dividend of 3.0 cents (2004: 2.0 cenis) per share paid
18 March 2005 (2004 - 26 March 2004)
Fully frenked @ 30% - 3.0 cenis per share 414
Fully franked @ 30% - 2.0 cents per share 269
TOTAL BIVIDENDS PROVIDED FOR OR PAID 759 5346
Dividend paid in cash or sofisfied by the issue of shares under the
dividend reinvestment plan during the years ended 30 June 2005
and 2004 were as follows:
Paid in cash 442 293
Satisfied by issve of shares 317 243
759 5346

(b} Bividends declored after balance dafe

Since the end of the vear, directors have declared a final dividend of

3.0 cenis per share, franked ot 30%. The aggregate amount of the final

dividend for the year to 30 fune 2005 1o be poid on 16 September, 2005,

but nof recognised as a lishility at the end of the financial year. 419 343

(c] Franking credits

Balonce os of 30 lune 2005 on the franking account after allowing for
tax payable in respect of the current year’s proiits, the receipt of dividends
recognised os receivables and the poyment of dividends recognised s a

lighility at the reporting dote. 600 373

() Listed Investment Company copitel gain account
Balonce of the Listed Investmeant Company {LIC) capital gain account 1,622 484

Distributed LIC capital gains may entitle certain shareholders to o speciat
deduction in their fax return, as set out in the dividend statement.

LC capital gains available for distribution are dependent upon:
(il the disposal of investment pertfolio haoldings which qualify for LKC capital gains

(i} or the receipt of LIC distributions from LC securities hald in the portfalio.
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Notes to the Financial Statements
FOR THE YEAR ENDED 30 JUNE 2005
13. FINANCIAL EINSTRUMENTS

(o) [Intersst Rate Risk

The Company’s exposure fo interest rofe risk, which is the risk thot o financial
instrument’s value will fluctuate as o result of changes in market interest rates
and the effective weighted average intarest rates on classes of financin! assets

and financiol fibifities is as follows:

Fixed interest Rate Maturing Totat
Weighted Floating Within 1-5 Ower 5 Mon-Inferest
Average Interest Interest 1 Yeor Years Years Bearing
Rate
% $'GOG $'000 $'GOG $'000 3000 $'GOG
2005 2004 | 2005 2004 | 2005 2004 | 2005 2004 | 2005 2004 2005 2004 2005 2004
Finoncial Assets
Cosh Assets 4.37 385 970 737 - - - {1} 17 G969 754
Receivables - - - - - -
Othar Finoncio
Assets - - - - - 21,241 16,103 | 21,243 16,103
Tatal Financial
Assets 4.37 385 970 737 - - - 21,240 16,120 | 22,210 14,857
Financial
LiahHities
Payahles - - - - - 840 75 840 75
Tatal Finencial
Liabilities - - - - - 8490 75 840 75

&l other finoncial assets and financial liobilities are held at their net fair voive and disclosed elsewhere in the financial
staternents. These financial assets and financial liabilities nre nof subject to interest risks.

by Credis Risk

The maximum expesure 1o credit risk, excluding the volue of any collateral or ofher security, of balance daole to
racognised financial asseis is the carrying amount, net of any provisions for doubtfisl debis, as disclosed in the
Sfatement of Financiol Position and notes 1o the financial stafements.

Cradit risk exposures 1o the company arise in relotion o convertible nofes to the extent of their carrving values in the

event of o shortfall or winding-up of the issuing companies.

The Company does not have any material credit risk expasure to any single debior or group of debtors under financial

insfruments entered into by the Company.

[cl  Met Fair Vaiues

The net fair values of listed investmenis have been valued of the last quofed market sale price ot belance date. For ofher
assels and liabilities the net foir volue approximates their carrying value. Mo finonciol assets and financial liobitities are
readily truded on organised markets in standardised form other than listed investments. Financial assets where the
corrying amount exceeds net foir values have nof bean written down s the Company intends fo hold these assets fo
mafugity.

The aggregate net fair values and carrying omounts of financial assets and financial lichilities are disclosed in the
Statement of Financiol Pasition and in the notes to the financial stafements.

14.

SPECIFIED EXECUTIVES REMUNERATION

The Company's Secratary {lan Marrison) is employed by Wilson HTM nvestment Group and does not receive any form of direct
remuneraiion from this company. Instead Wilson HTM Investment Group receives fees from Hyperion Asset Management
Limited designed fo cover the cost of provision of that service. Myperion Asset Manogemens Limited as the Manager receives
a performance fee from the company as detailed in nofe 19. The company has no ofher sta¥ and therefore has no specified

axeculives.
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15. DIRECTOR SHAREHOLDINGS
(o} Birectly
The following are the number of shares held directly by directors as at 30 fune 2005

Director Held af stari Grarted as Heid ai
of reporting peried Remuneration Other changes 30 June 2005
Ermmanuel Clive Poht 491,739 - 236,753 998,407
Steven Monteith Wiison 417,500 - 310,000 Q27,500
Russel! Broce McCrory 38,500 - {3,500) 35,0460
George G Huysamer 52,418 - o07 61,525
lgrazia (Grace) Grace 10,902 - F15 11,617
Menry R Smerdon 15,134 - 07 14,043
Totat 1,426,195 - 553,982 1,980,177
by Indirectly

Emmanuel Pohl os Managing Director of the Manager has an indirect beneficial interest in shares held by clients of the
Manager. This is in respect to shares which are manoged by the Manager in accordonce with the Discrationary Funds
Management Agreements with those clients. At 30 June 2005 this inferest was in respect to 2,420,020 shares.

Steven Wilson has been appointed as o fund manager by o client of Wilson HTM Ud in accordonce with o
Discretionary Funds Manogement Agreement with thot client. At 30 Jane 2005 this inferest was in respect to 320,000
shares.

16. RELATED PARTIES

All transoctions with refoted parties were made on normal commercial terms and conditions.

2005 2004
$'000 000
o} Expenzes poid or poyoble by the Company o,
@ Wilson MTM Ltd for broking expenses 40 29
@ Pyperion Asset Management Limited for performance fees {exciuding GST) 743 252
(b}  Amounts remaining payable of balance date 743 46

5 M Wilson is interested in the above transactions os o director and shareholder
of Hyparion Asset Management Limited and as o director and shareholder of
Witson MIM fnvesimant Group Lid.

E C Pohl is intarested in the above transactions os o shareholder, director and
employee of Myperion Asset Management Limited and as a shareholder of
Witson MTM Invesimeant Group Lid.

R B McCrory is interested in the above transactions os o shareholder of
Witson MTM Invesiment Group Lid and Hyperion Asset Management Limited.

Witson HTM Ltd is o wholly ewned subsidiary of Wilson HTM Investment Group Lid.
Hyperion Asset Management Limited is owned 50% by Wilson MTM investment
Group Limited.

Prior fo 29 lune 2004, Hyperion Asset Management Limited was a whelly owned
subsidiosy of Wilson HTM Lid with Wilson HTM investment Group Ltd as the liimote
holding compony.
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Motes 2005 2004
$°000 000
16. RELATED PARTIES (Continued)
[c] Shore transactions
The aggregate number of shares aequired by directors of the Company during
the financial year were:
- direciors 554 288
- director related entities {568} 3t
Total {14} 319
Ordinary shares held ot balonce dafe: No. Mo
- by directors 1,980 1,426
- by director relnted entities 2,810 3,378
Total 4,790 4,804
17. EVENTS OCCURING AFTER REPORTING DATE
Since 30 June 2005 to the date of this report the following has occurred:
@  The opproval by shareholders of the change of name of the Company.
@ The announcement and completion of an underwritten 1 for 5 rights issue
o raise $3.3m
¥ The suspension of the on-market buy back for the period of the rights fssue
Except for the above there has been no event of which the directors are aware
which has had o material effect on the company or its financial position.
18. RECONCILIAFION OF NET CASH FLOWS FROM OPERATING ACTIVITIES
Profit/(Loss} from ordinary oclivities ofter income fox expense 58 289
Less Mon-Cash fiows
@  Reolised Loss/{Profit) on non-current other financial assets 74 145
@ Income Tax Benefit from current year (501} (129
Changes in Assets/Liabilities
@ Decreose/(Increase} in receivables {1} 18
@ Decrease/(Increasel in other ossets {52} (2
@ Decrense/(Increase) in deferred tax assels - (2]
@ increase/{Decrease| in current payobles 765 {63)
I Increase/{Decrease) in current sax liobilities 217 5
Met cash flows from operafing activities 5642 274
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19. MANAGEMENT AGREEMENT

Under an agreament dafed 5 Decembar 1997, the Company has agreed 1o engoge the Manager {Hyperion Asset
Management Limited), o company associosed with Steven Wilson, Manny Pohl and Russell McCrory, to provide primary and
secondary monagement services, including:

@ monaging the investment of the Company’s portfolio {including keeping it under review);
ensuring investments by the Company are only made in authorised invesiments;
complying with the investment policy of the Company;

identifying, evaluafing and implementing the acquisition and disposal of nuthorised investments; and

3 @ Q& G

the provision of cccounting, human resources, corporaie and informafion technology services support.

Undar the agreement the Manager will receive a pedormance fee, payable annually in arrears, equal 1o 15% of the
amaunt by which the Company’s net perfarmance before fax {that is, ofter alt costs and cotlays but before the calculation
of the performance fes} exceads the interest rate payable on bank bills as reprasented by the UBS Bonk Bill Index for thos
year. if the Company’s net performance in the year is less than the inferest rate poyable on bank bilis as represented by the
LUBS Bank Bill index for that year, then no performance fee will be payable.

Under the terms of this agreement o performance fee of $743,000 was paid or payahble during the vear ended 30 June
2005 (2004 - §282,000).

This ogreement expired on 30 fune 2005, The terms of the agreement imply that the ngresment can continue after this
date. The parties agreed 1o continue Hyperion's appointmant to provide monagement services on the terms of the
Agreement undil o new ogreament hos been finalisad.

A new agreement with similar ferms in respect fo the provision of services os the previous ogreement has been enfered into.
This agreement is for o term of 5 years from ¥ July 2005,

2005 2004
Cents Cents

20. EARNINGS PER SHARE
Basic enmings per share .41 213
Dilufed earnings per share .41 213

(o} Reconciliation of eamings to net profit or loss
Met Profis/lioss) atfribotable fo members 58 280

Met proiit ottributable fo outside equity interest -

Earnings used in the colculafion of basic EPS 58 289

(b} Weighted average number of ordinary shares outstanding during the vear

{odjusted for bonus elements in ardinary shores issued during the year)
used in the calculation of basic eamings per share 13,863,845 13,545,714

27. SEGMENT INFORMATION

The entity operafes in the investmens industry. 155 cora business focuses on investing
in Australion eguities 1o achieve medium to long-term capitaf growth and incoma.

The fund operates solely in one geographical segment being Ausiralia, investing
primarily in Australion equities.
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Notes to the Financial Statements
FOR THE YEAR ENDED 30 JUNE 2005

22. IMPACT OF ADOPTING INTERNATIONAL FINANCIAL REPORTING STANDARDS

The Ausfralion Accounting Standards Board {AASB) is adopting Australion Equivalents 1o International Finoncial Reporting
Standards {AIFRS) for application 1o reporting periods beginning on or after 1 January 2005, The adoption of AIFRS will be
first reflected in the Company's financicl staternents for the half-year ending 31 December 2005 ond the yeor ending 30
June 2006 Management will oversee the transition process ond report to the audit committes.

The Company is in the process of analysing the fult impoct of AIFRS. The actual impacts will depend on the particular
circumstances and condifions prevailing at the fime of applicafion of AIFRS.

The directors are of the opinion thot the key material differences in the compony accounfing policies on conversion 1o AIFRS
and the finaf affect of the differences, where known, are as detailed below in sections o} to d}. Users of the financial stoatements
should note, however, that the amounis disclosed could change if there are any amendmenfs by standard setters 1o the current
AIFRS or interpreiation of the AIFRS requirements or changes from the continuing work of management on imploniafion of

AIFRS.

SUMMARY OF IMPACT OF ADOPTING AIFRS
a}  Profit and Loss Statement for the Year Ended 30 June 2005 $000's

Profit/{Loss) from ordinary activities after tax 58

AFRS adiustments

Realised Gains/{Losses) 1747
fncome tax effect [500)
Adjusied profit for AIFRS ot 30 fune 2005 1305
Dividend expense [759)
Opening retained earnings AIFRS balance 1 July 2004 g
Clasing retained earnings AIFRS balance 30 June 2005 555

b} Bealance Sheet

30/06/04 30/06/05

Cash Assers 754 754 754 (420) 334
Receivables - - - 1 1
Other Assets 21 21 21 52 73
Orther Finoncial Assets 16,103 146,103 14,103 5,773 21,876
Deferred Tox Assets & ) & - &
Total Asseis 16,884 - 16,884 16,884 5,406 - 22,290
Payables 75 75 75 765 840
Current tax liabilities 160 413 423 423 217 1,069 HRSIS
Total Liahilities 85 613 698 698 982 1,069 2,749
Net Asseis 16,799 {613} 16,186 16,186 4,424 {1,069} 19,541

Shareholders’ Equity

Contributed Equity 14,746 14,744 14,744 317 15,063
Reservas 2,084 1653) 1,43 1,431 4,049 (t,557 3,923
Retained karnings -31 40 g g 58 488 555
Total shareholders’ 16,799 {613] 16,186 16,186 4,424 {1,069} 19,547
aguity
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Notes to the Financial Statements
FOR THE YEAR ENDED 30 JUNE 2005

22. IMPACT OF ADOPTING INTERNATIONAL FINANCIAL REPORTING STANDARDS {Continued)
¢} Cash Flow
There are no cash flow impacts when adopting AIFRS.
d}  Accouniing policies
The significant accounting pelicies offacted by AFRS are:
Financial Assets
it Trading Porifolic

Carrenily movemenis in the trading portfolic are accounted for by charging income ond expense fo the
Statement of Financicl Performaonce.

Under the new accounting standards, there is no change fo the accounfing freatmant of the movements of the
portiolio.

(i} investment Porifolie
With respect to non-traded invesiments, unreclised goins and realised gains are recognised directly as an

increase in the asset revaluation reserve ond osset reclisation reserve respectively, unless they reverse a prior
unreaiised loss, in which case they are revarsed ogainst the expense in the Statement of Financial Performance.

Under AIFRS, realised gains of the investmant porfolio {net of 1ax) will be included in Met Profit, rather than freated
as a direct equity adiusiment. Net unrealised goins on investmenis will continue fo be recognised through the Asset
Revaluation Reserve, and the Asset Realisation Reserve will cease to exist.

The net realised gains {ofter fox} of $1.247 million would be shown in profit for 2005,

Taxation

Under AIFRS, the company must recognise an additional deferred 1ax liability amount for the capital goins tax
payable on unrealised goins in the investment portfolic as disclosed in Note 7. This additional deferred tox linbility
is offset ngainat the unrealised gains on the investimenf portfolio recognised in the Asset Revaluation Reserve of the
Company.

At bolance dote this would reguire recognition on an additional deferred 1ax linbility of $1.682 million with o
corresponding reduction in the Asset Revsluafion Reserve. During the vear, the chonge 1o the Asset Revaluation
Reserve would have been 51.069 million.

First Time

Any adjustrents required as a result of first fime adoption will be recognised diractly in refoined earnings.

23. CONTINGENT ASSETS AND CONTINGENT LIABILITIES

The Company has no known contingent assets or contingent liabfities.
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Directors’ Declaration

1. The directors of the Company declore that the financial siotemenis and nofes set oot on pages 17 to 32 are in accordonce
with the Corporations Act 2001 and:

(o) comply with Australion Accounting Standards, the Corporations Regulations 200 and ofher mandotory professional
reporiing requirements; and

(b} give o true and fair view of the financial position as af 30 lune 2005 and pedormuance s represented by the results of
the operations and the cash flows for the finoncial year ended on that date.

2. The Chief Executive Officer and Chief Financial Officer have each declared that:

(¢} the financial records of the company for the financicl year have been properly mointained in nccordance with 5286 of
the Corporations Act 2001

(b} the financial statemants ond notes for the financial year comply with the Australion Accounfing Standards

(c] the financial statemanfs ond nofes for the financial year give o true and fair view

3. In the Directors’ opinion there are reasonable grounds 1o believe thot the company will be able 1o pay its debts as and
when they become due ond poyoble.

This declaration is made in accordonce with o resoiution of the Directors.

Y

P

Dr Emmanael (anny) C Pohl
Director

BRISBANE

7 Sepramber 2005
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Independent Audit report
TO THE MEMBERS OF HYPERION FLAGSHIP INVESTMENTS LIMITED
SCOPE

The financial report and directers’ responsibility

The financial report comprises the statement of financial pasition, statemant of financial perdformance, statement of cash flows, notes
to the finoncial stotements and the directors” declaration for Hyperion Flagship Invesiments Limited {the company), for the year ended

30 lune 2005,

The company has disclosed infoermosion about the remuneration of directors ond executives (“remuneration disclosures”), as required
by Austrolion Accounting Standard AASB1046 Director and Executive Disclosures by Disclosing Entities, under the heading
“ramuneration repon” in the directors’ report as permitted by the Corporafions Regulations 2001,

The directors of the company are responsible for the preperation and frue and fair presentation of the financial report in accordance
with the Corporations Act 2001 . This includes respensibility for the mainferonce of adequate nceounting records and internal confrols
that ore designed 1o pravent and detect fraud and error, and for the accounting policies and accounting estimafes inherent in the
financial report.

Audit approdach

We conducted an independent audit in order to express an opinion o the members of the company. Our audit was conducted in
nccordance with Australian Auditing Standards in order to provide reasonable assorance as to whather the financial repart is free
of material missiaternant and the remuneration disclosures comply with Aostralion Accounting Standard AASB1046 and the
Corporations Regulafions 2001 . The noture of an audit is influenced by factors such as the use of professional judgment, seleciive
testing, the inherent fimitations of internal control, and the availability of persuasive rather than conclusive evidence. Therefore,
on audit connet guarantee that ol moterial misstotements have been detected.

We performed procedures to assess whether in all materinl respects the financial report presenss faidy, in accordance with the
Corporafions Act 2001, inclading compliance with Accounfing Standards and other mandatory finuncial reparing requirements
in Australio, o view which is consistent with our undersionding of the company’s financiol position, and of its performance as
represented by the resulls of its operations ond cash flows and whether the remuneration disclosures comply with Avstralion Accounting

Standard AASE 046 and the Corporations Regulafions 2001
We formed our audit opinion on the basis of these procedures, which included:

@  examining, on a fest basis, informafion ro provide evidence supporting the amounts and disclosures in the finonciol report,

and

@ assessing the appropricteness of the accounting policies and disclosures used and the recsonablenass of significant accounting
esfimates made by the directors.

While we considered the effectiveness of manogement's insernal controls over financial reporiing when determining the nafure and
extent of our procedures, our audit was not designed to provide assurance on internal controls.

INDEPENDENCE

in conducting our nudif, we followed applicable independence requirements of Australian professional ethicol proncuncements and
the Corporations Act 2001 . We confirm the independence declaration required by the Corporafions Act 2001, provided 1o the
direciors of Hyperion Flagship lnvesiments Limited on 7 September 2005, would be in the same tarms if provided fo the directors
as of the dote of this audit report.

AUDIT OPINION

in our opinion:

1} the financial report of Hyperion Flagship nvestments Limited is in accordonce with:
(o} the Corporations Act 2001, including:

it giving a frue and fair view of the Hyperion Flagship Investimenis Limited's financicl position os ot 30 fune 2005
and of its perdormance for the year ended on that date; and

i) complying with Accounting Standards in Australic and the Corporations Regulations 2001 ; and
(b} other mandatory financial reporting requiremants in Austrolia.

2} the ramunerafion disclosures that are contained in the directors’ report comply with Australian Accounting Standard AASE1044
and the Corporafions Regulations 2001

80O Kendails

Chartered Accounianis

A \,&C&M

T 1 Kendall

Partnar

Brishane

7 September 2005
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Shareholder Information

The shoreholder information sef out below was applicoble as at 30 August 2005

a}  Distribution of equities securities:
No. of Shareholders

} to 1,000 33

1,00% to 5,000 139

5,001 to 10,500 71

10,001 to 100,000 177
100,001 and over 27

Totat 447

Holdings of less than 100 ordinary shares [nambar) 20

b}  Twenty largest shareholders

Orrdinary Shares %
Farailon Capital Piy id (Nunn Invasiment Trust A/C) 2,878,194 1715
D E & LJ Barclay (Don Barclay Super Fuad A/C) 1,672,840 Q37
Kinauld Pty Lid 576,000 3.43
Mary Van Lisshout 533,081 318
fariston Mominees Pty Ltd {Steven Wilson fnvesiment A/C) 528,000 315
Rohert James Wilson 508,315 303
Rubicon Nominees Pty Lid 444,000 2.66
Rober Jomes Wilson [No.2 A/C) 384,000 229
Pohl Pty Lid (M1] Superannuation Fund) 352,663 210
Citndel Bank and Trust Inc {The Fragrance A/C} 345,346 2.06
Bruce Robert & Erika Moberfisld 289,067 172
Edwin M & Enid O Buckiand [Bockiand Super Fund A/C) 258,436 1.54
Pohl Pty Lid (GAP investrents Unit A/C) 231,848 1.38
Hank Van Lieshout 220,000 1.3}
Pohl Pty Lid (The Manny Pokl Family A/C) 218,031 1.30
Mercantile Investmenis P/L (Korber Super Fund A/C) 214,326 128
Mayfield Trusiees Pty Hd {The Ascot Seitlement A/C) 185,788 1.1
Christopher Andrew Beord (Estate of GEF Beard A/C) 180,000 1.G67
ANZ Mominees Limited (Cash Income 4/C) 173,075 1.03
Quenium Electronics Py Lid {Super A/C) 165,931 099
Total 10,260,956 61.15
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Shareholder Information

CONTINUED
¢} Substantial Shareholdings
The following hove advised that they hove o relevant interest in the capital of Hyperion Flogship Investments Limited.
The holding of a relevant interest does not necessarily infer beneficial ownershis. Where two or more parties have o relevant
interest in the same shares, those shares hove been included for sach party.
Substantial Shareholder Direct indirect Mo. of shores % of fotal
Farallon Capital Pry Ud {Nuan investmenf Trust) 2,878,194 - 2,878,194 17.15
D E & 1 J Barclay (Don Barclay Super Fund) 1,872,840 - 1,872,84C Q37
Hyperion Asset Management Limited 1,763,000 1,763,000 10.51
£ Pohi 1,293,593 2,638,179 3,931,772 23.43
5 M Wilson 1,128,284 384,000 1,512,284 .01
d}  Veting Rights
On o show of hands every member present in person or by proxy sholl hove one vote and upon a poli each share shall have
one vote.
INVESTMENTS
{a} Holdings of Securities as ot 30 June 2005
Individual investments at 30 lune 2005 are listed below. The list shoold not, howsver, be uvsed 10 evoloate porifolic
perdormance or to determine the net asset backing per share at other dotes.  Individual holdings in the portfolio may change
during the course of the year.
%
. | e s i
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{a] Heldings of Securities as at 30 june 2005 {Continued)

Shares

ORDINARY SHARES Market Value $000 %
ANZ Aostealia & New Zealand Banking Group Lid 60,000 1,305.0 588
ASR Auvsfratian Burol Group Lid 288,785 0.0 0.00
ASX Avstralian Stock Exchonge Lid 25,500 589.8 264
BNE Babcock & Brown ttd 40,000 828.4 3.73
BE| Bobrock & Brown Environmentfal Investments 108,167 151.4 0.68
aHp BIHF Bifliton Ltd 43,304 1,149.0 517
BRG Billabong Internafional Lid 50,000 481.5 3.07
BKL Biackmores Limftad 30,000 388.5 1.75
BIE Brambiles Industries Lid 110,500 B9B.7 4 05
CAB Cahcharge Avsiralio Hd 124,000 540.0 2.43
COH Cochieor Lid 27,09 1,659 477
Do Colorade Group Uid 50,000 228.0 1.03
CRA Commonweaith Bonk of Australin 23,800 203.2 4.07
COH Count Financial Ltd 400,000 540.0 2.43
FAN Fantasfic Holdings Uid 200,000 7140 3.22
LI Flight Cenire Ltd 403,000 560.0 2.52
GTP Great Southarn Planfations Lid 200,000 8420 379
JBH JB Hi-Fi Limited 150,000 5340 2.41
MBL Muocguarie Bank Limited 29 885 1,785.6 £.04
NAB MNational Australio Bank Ltd 15,000 307.6 1.38
NCK Mick Scali Limited 50,000 750 .34
ORL Oroton Group Lid 53,000 107.6 0.48
PPT Perpetual Trustees Lid 23,800 1,366.8 615
QG Glueensiand Gas Corporation Hd 1,235,619 5437 245
RIC Rio Tinte L1d 30,000 1,344 6 &.05
SEK Seek Limited 30,000 7.4 .32
Sit SFECorporafion Limited 54,000 5751 2.59
SGMN STW Communications Group Lid 113,800 3187 1.43
SAG) Sydney Aguariom Lid 30,000 166.6 0.75
VGH Vision Group Maldings Limited 50,000 199.0 0.90
WES Wesfarmers Limited 10,000 4001 1.80
WEBC Westpac Banking Corporafion Lid 41,500 827.9 3.73
WOW Woolworths Ltd 75,000 1,238.2 557

21,2407 @5.64
OFTIONS Options 0.0 0.00
CASH Cash F69.3 4.34

22,2100 100.00%

{b} Transactions and Brokerage
There were 55 (2004: 56) transactions in securities during the vear on which brokernge of $40,400 (2004: $28,800)

wos paid.
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Hyperion Asset Ma nagement Limited s 99080 135897
REGISTERED IN QUUEENSLAND ON 23 SEPTEMBER 1997
BOARD OF DIRECTORS SOLICITORS

Steven M Wilson

Chairman

Or Ermmanaal { Manay’t C Pohi
Manoging Director

George {'Deon’) G Huysamer
MNon-Executive Director

lgnazia [‘Grace’} Grace
MNon-Execytive Director

Russell B McCrory

McCuilough Robertson
Solicitors

Central Plaza Two

66 Eagle Street
Brishane Qid 4G0G
Tel: {07) 3233 8888
Fax: (07} 3229 9949

MNon-Executive Director AUDITORS
Henry R Smerdon BDO Kendalls
MNon-Executive Director tevel 18

SECRETARY

lan W Harrison

PRINCIPAL PLACE OF BUSINESS

Level 38
Riparian Ploza

71 Eagle Strest
Brishane Gild 4000

MANAGER

38

Hyperion Asset Monagement Limited
ABN 99 080 135897

Level 38

Riparian Plaza

71 Eogle Strest

Brisbane Qld 4000

Tel: (G7) 32121318

Toll free: 1300 550 293

Fa: [OF) 3212 1060
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300 Gueen Street

Brishane Qid 4G0G
Tel: {07) 3237 5999
Faw: (07} 322 9227

SHARE REGISTER

Computershare Investor Services Py Lid
tevel 27 Ceniral Plazo One

345 Queen Street

Brishane Qid 4G0G

Teb: {07) 3237 2100

Faw (07} 3229 98460

REGISTERED OFFICE

Level 38

Riparian Plazo
/1Ekagie Street
Brishane Qiid 4000
Tel: (07) 3212 1318
Faw: (0713212 1060

WEBSITE ADDRESS

www. hyperionfi.com . ou
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Hyperion Flagship Investments Limited
level 38, Riparion Plozo

71 Eagle Street, Brishane QLD 4000
Tetephone 07 3212 1318

Facsimile 07 3212 1040

Toll Free 1300 550 293

www_hyperionti.com_au

4

HYPERION

FLAGSHIP
INVESTMENTS



