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BACKGROUND TO THE COMPANY
DESCRIPTION
Herald Investment Fund plc (the “Company”), is an open-ended investment company with variable capital organised
under the laws of Ireland as a public limited company pursuant to the Companies Act 2014, and the European
Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011 (“the UCITS
Regulations”) and the Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for
Collective Investment in Transferable Securities) Regulations 2015 (the “Central Bank UCITS Regulations”). It was
incorporated on 12 February 1998 and is listed on the Irish Stock Exchange.
The Company is organised in the form of an umbrella fund with segregated liability. Its Memorandum and Articles of
Association and prospectus (“Constitution”) provides that the Company may offer separate classes of shares, each
representing interests in a fund comprising a distinct portfolio of investments. As at the date of this Annual Report and
Audited Financial Statements the Company has one sub-fund in operation. The Company obtained the approval of the
Central Bank of Ireland for the establishment of the Herald Worldwide Fund (the “Fund”) and this Fund was launched
on 3 April 1998.
INVESTMENT OBJECTIVE AND POLICY
The objective of the Fund is to seek to achieve capital growth by investing principally in securities of issuers in the
technology, communications and multi-media sectors which in the view of the Investment Manager offer potential
growth in excess of the average.
MEETING INVESTMENT OBJECTIVE
In pursuing its investment objective, the Fund may hold a number of financial instruments which comprise:
•
Equity shares, convertible shares, debt securities, adjustable rate index notes (“ARINs”), depositary receipts and
shares of investment companies held in accordance with the Fund’s investment objective and policies; and
•
Cash, liquid resources and short term debtors and creditors that arise directly from its operations.
PRICES
The price for buying and selling redeemable participating shares in the Fund is represented by the net asset value per
redeemable participating share. An initial charge of up to 3.5% of the net asset value per share may be payable directly
to the Investment Manager.
A repurchase charge of 3% of the repurchase monies will be payable in respect of repurchases made within one year of
subscription for redeemable participating shares and 1% in respect of repurchases made within two years of subscription.
DEALING
Subscriptions and repurchases of redeemable participating shares may be made on a dealing day. Unless otherwise
determined by the Directors, every Thursday which is a business day or the next succeeding business day if the foregoing
is not a business day, shall be a dealing day.
Northern Trust International Fund Administration Services (Ireland) Limited (the “Administrator”) shall determine the
net asset value per redeemable participating share of the Fund on each dealing day in accordance with the Prospectus and
by reference to the last quoted trade prices as of close of business on the relevant market on the business day preceding
the dealing day.
Applications for redeemable participating shares and purchase orders must be received by the Administrator by 5.00pm
(Irish time) on the business day preceding any dealing day. Applications received after 5.00pm (Irish time) will be dealt
with on the next succeeding dealing day.
Applications should be made to the Administrator:
Northern Trust International Fund Administration Services (Ireland) Limited
Georges Court,
54-62 Townsend Street,
Dublin 2,
D02 R156
Ireland.
Tel +353 (0)1 542 2000
Fax +353 (0)1 542 2920
www.northerntrust.com
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BACKGROUND TO THE COMPANY continued
DIVIDENDS
The Fund may declare a distribution in April of each financial year in an amount not less than 85 per cent of the Fund’s
net income, where sufficient net income is available for distribution. No distribution was declared in April 2016 (April
2015: £Nil).
MINIMUM SUBSCRIPTION
The minimum initial investment requirement of the Fund is GBP10,000 and each subsequent investment must be a
minimum of GBP5,000.
INVESTMENT MANAGEMENT
Herald Investment Management Limited serves as Investment Manager pursuant to an investment management
agreement dated 23 March 1998 (as amended by an addendum dated 29 June 2006).
NET ASSET VALUE
The net asset value per share of a class shall be calculated by dividing the net asset value of the relevant fund attributable
to the class by the number of shares in issue in that class at the close of business on the dealing day immediately preceding
the dealing day on which the net asset value per share is being calculated.
PUBLISHED INFORMATION
Except where the determination of the net asset value has been suspended, the net asset value per share shall be made
available at the registered office of the Administrator on each dealing day and shall be available on the business day
immediately succeeding each dealing day and shall be notified immediately to the Irish Stock Exchange.
In addition, the net asset value shall also be available in respect of each dealing day on the Investment Manager’s website,
www.heralduk.com on the business day immediately succeeding the relevant dealing day. Such information shall relate
to the net asset value per share for the previous dealing day and is available for information only. It is not an invitation
to subscribe for, repurchase or convert shares at that net asset value.
The above details are in summary form only and must be read in conjunction with the detailed information contained
in the prospectus of the Company.
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INVESTMENT MANAGER'S REPORT for the financial year ended 31 December 2016
The defined remit for the Fund is to invest globally in information technology, communications and multimedia. The
Investment Manager believes this area of the economy offers growth greater than the world economy as a whole and
presents attractive investment opportunities. In addition, the Investment Manager offers focused specialist management.
The Fund was launched in April 1998 with an initial asset value per Class A share of £10.00. At the end of the period
the net asset value per Class A share was £37.11. On the 9th June 2010, a Class B share was launched with an initial net
asset value per share of £10.00. At the end of the period the net asset value per Class B share was £23.16.
Capital performance* for the twelve months to 31 December 2016
Herald Worldwide Fund NAV (Class A)
Herald Worldwide Fund NAV (Class B)

31.0%
33.5%

Global*
MSCI World Information Technology

31.5%

United States*
Russell 1000 (Large Cap) Technology
Russell 2000 (Small Cap) Technology
S&P 500
Russell 2000 Small Cap

34.0%
49.8%
30.7%
42.6%

United Kingdom*
FTSE Information Technology
FTSE Techmark Focus 100
FTSE 100
FTSE Small Cap

29.3%
7.9%
14.4%
11.0%

Europe*
FTSE Eurofirst 300
Deutsche Bourse Technology All Share
DAX
CAC 40

15.1%
13.0%
24.1%
21.5%

Asia Pacific*
KOSDAQ
Nikkei 225
Hang Seng

9.6%
24.7%
19.8%

*All percentage returns are in GBP.
Source: Herald Investment Management Limited, Bloomberg.
Market Summary
The year has been dominated by politics. The prime effect of the referendum has been £ weakness, albeit the ongoing
UK trade deficit meant £ was vulnerable anyway. The election of Donald Trump was not altogether surprising but the
positive market reaction was. The NAV appreciation of the ‘A’ and ‘B’ shares exceeded 31% and nearly a third of this
return directly reflected £ weakness.
The North American market has dominated the high returns for global equities in 2016 and the North American total
return for this portfolio was 40.1%. This has led to an expansion in forward price-earnings ratio (“p/e”) on Bloomberg
estimates from 17.8x to 18.6x, which encouragingly is only an increase of 4%, and provides a sound base for 2017.
However these forecasts are non-GAAP. The GAAP historic p/e is very different at 34.8x up from 24.8x. The worrying
divergence between GAAP and non-GAAP earnings is largely due to share based payments, or RSUs (restricted stock
units). They are not a cash cost, but are worryingly dilutive to earnings on a compounding basis, which we do not believe
have been adequately reflected in valuations. We examine this carefully and strongly favour companies who seem
responsible about the dilution, use share buy backs to offset dilution, or where the dilution is modest. The sectors most
guilty of excessive dilution are the software and internet companies based in Silicon Valley and San Francisco. Talented
developers are clearly in strong demand with quoted companies competing with Venture Capital (“VC”) backed
companies for talent. Numerous companies have cited the desire to expand resources outside Northern California, and
it is evident that London is one of the favoured destinations with Apple, Amazon and Google all announcing big new
central London offices as well as Facebook and Snapchat on a smaller scale. The last generation of “big” US technology
companies, which expanded in the UK, include Cisco, Oracle and Microsoft who all have big offices in the M4 corridor.
It is evident in the competition for talent that London has a large catchment area and is a place where talented youngsters
want to live.
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INVESTMENT MANAGER'S REPORT for the financial year ended 31 December 2016 continued
Market Summary continued
This focus on recruiting talent highlights the fact that we are in a knowledge based world. The sector has attractions for
being able to generate supernormal margins. Recent successes such as Apple and the internet giants have been built on
creative ideas and modest capital. Apple sits with huge cash balances but does not generate returns on cash that remotely
compete with the returns on capital employed in the business. The sector continues to evolve and provide opportunities
for new companies to emerge which offers, arguably, unparalleled investment attractions.
If share dilution is one challenge for the sector, the second is that the global US giants have the ability to recognise profits
in various territories which has led to the focus on tax efficient jurisdictions, a low tax charge, but cash marooned
offshore. It seems probable that President Trump will make radical changes to US corporate taxes. The Federal rate is
35%, and State tax varies, but is 8.84% in California. Arguably the reported earnings of many technology companies are
overstated and optically reflected in lower p/e ratios. Changes are likely to be positive.
F

Interest rates are expected to rise in the US in 2017. The sector has a low correlation with interest rates. It is not like the
property sector or the automotive sector which has a strong negative correlation. Strong equity returns in 2016 reflect a
recovery in the resource sector where returns reflect a cyclical bounce. The growth in the technology sector had no such
benefit.
Fund v MSCI World IT 2000 - 2016

Fund v MSCI World IT 2016
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INVESTMENT MANAGER'S REPORT for the financial year ended 31 December 2016 continued
Market Summary continued
North America
The total return for the US portfolio was 40.1% compared to the Russell 1000 Technology Index return of 34% (14.0%
in $). In % terms the star performers included Science Applications International, a service business supplying
government agencies, particularly defence. The Company is still trading on less than once times revenue, but is no longer
cheap in p/e terms so has now been sold. Micron was a very poor performer in 2015 but has recovered in 2016
appreciating 86% in £, reflecting firmer dynamic random-access memory (“DRAM”) prices. In £ terms the best
performing stock was again Apple, but it actually underperformed the index appreciating only 35%.
The big four companies in the index are Apple, Alphabet, Microsoft and Facebook which collectively accounted for 50%
of the index at the start of the year. In $ terms Apple rose 12.4%, Alphabet 1.9%, Microsoft 15.1% and Facebook 9.9%
versus the index rise of 14.0%. The underweight position in Alphabet following a halving of the holding in the early part
of the year, and the absence of a holding in Facebook contributed to the relative outperformance. However they had
performed outstandingly well the previous year, and we had been too cautious on valuation grounds on Facebook and
worry about their penetration of advertising revenues, aggressive pricing and dilution from restricted stock units
(“RSUs”). In particular Facebook declined 10.3% in the fourth quarter. With a valuation of around $350bn we are still
firmly underweight.
Some of the companies which are enablers of the internet and its growth seemed to us to have offered better value, and
this came through in holdings such as F5 with a 79.4% £ return, Acxiom 54.0%, Qualcomm and Silicon Motion both
had a strong year rising 62% and 65% respectively. The Israeli holdings Check Point Software (firewalls), Radware
(DDOS and application delivery controllers) and Mellanox (Infiniband) were all a drag on performance, but we remain
confident that they are well placed and offer sound value.
Although Criteo, SS&C and Ultimate Software returned 1-2% declines, they were all acquired just before the year end
because the software sector had conspicuously underperformed and these companies are solidly profitable as well as cash
generative and on reasonable valuations.
Europe
The small European element of the fund has been the disappointment in 2016 with a total return of only 4.9%. SAP
appreciated in line with the overall portfolio, but United Internet declined. This had been a star performer in 2015. They
had enjoyed a rerating and 2016 has been a year of investment. We first invested in 1999, and it is one of the only stocks
born in the Neuer Markt bubble of 1999-2000 that has grown to become a significant company, and we respect the
management team that has enabled this.
United Kingdom
Having had a couple of indifferent years the UK portfolio’s total return was 46.3%. In % terms IQE appreciated the
most (+117%), but in £ Imagination did slightly better. Both holdings were recovering from oversold positions. ARM
Holdings plc (“ARM”) also contributed strongly on its takeover. There is little left in the UK sector apart from
entrepreneurial microcaps, which continue to seek money. There is appetite in IPOs for larger profitable companies, but
pre-profit is difficult and profitable companies need the market less.
Asia
The total return on the Asian portfolio was 28.6%. The core holdings of TSMC and Samsung both did well particularly
in £. The internet stocks acquired late in the year were down a little.
Sector Background
The internet continues to prove a big driver of demand, albeit growth rates are now slowing. India is the last big market
to still see mobile phone penetration climb. As the market matures so the emerging companies address ever more
complex security issues, and the capacity to collect huge amounts of data requires ever more sophisticated analytics. The
two big winners in outsourced software applications are Microsoft and Amazon. The former is the most successful of the
1980s companies to evolve strongly to the new world. Hosted email is a killer application albeit cannibalising the old
Exchange server, but there are now many applications hosted on the Azure platform. Meanwhile Amazon web services is
an enormous credit to Jeff Bezos at Amazon. AWS (Amazon WebServices) has been a hugely successful start-up distinct
from online books and internet shopping that formed the original business. In contrast, Google have flamboyantly spent
money in futuristic ways such as driverless cars and Android without such commercial success as yet. The automotive
sector is evolving rapidly with hybrid/electric cars and driver assisted controls.
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INVESTMENT MANAGER'S REPORT for the financial year ended 31 December 2016 continued
Sector Background continued
The pace of new issues in the main market of the US has been slow. In fact data from Renaissance Capital1 suggests that
proceeds from IPOs were only $18.8bn which is the lowest figure since 2003. Of this figure 40% of the funds raised
were in healthcare and only 20% in technology. The technology funds raised have been $20.9bn in 2012, $8.1bn in
2013, $32.5bn in 2014, $7.1bn in 2015 and a paltry $2.9bn in 2016. Planned listings were pulled in Q1 with the market
squall, the summer saw hesitation from Brexit, and the Autumn from the presidential election. However there seems to
be a more fundamental problem. There has been a disconnect between private company valuations and public company
ones. It seems some entrants into the private scene have invested on fanciful valuations. As funds age they may be forced
to exit at more sensible valuations. VC backed IPOs were particularly few and far between with just 15 tech IPOs down
from a multi-year low of 20 in 2015. The pipeline includes names such as Snapchat, Dropbox, Uber, Palantir, Pinterest,
Spotify and Airbnb. At Herald we focus our attention on the public markets, so the withdrawal of institutional investors
in favour of private equity has been a frustration. They have delivered good returns, but the competition is now fierce
and they are struggling to get exits. Fingers crossed we could be set for a period of public companies at more interesting
valuations as the life of funds expire. There has been a period in the US market where, in our opinion, IPOs were coming
at exit valuations and not entry ones.
Meanwhile takeovers continue at a pace. In this concentrated portfolio the year has seen three takeovers- Apigee, AVG
Technologies NV Com (“AVG”) and ARM. Mature cash generative software companies with reliable maintenance
streams have been gobbled up. While private equity coffers are full, this will continue.
Outlook
The sector continues to evolve with different players winning share. While there are continued economic uncertainties,
the global technology companies do not suffer from volatile commodity prices or interest rates and the sector remains
relatively attractive. The consumer in the developed world may be squeezed by rising interest rates and in the UK by £
weakness, but Trump is a businessman and seems set to stimulate, and lower taxes. Full employment levels make cost
savings pressing, and there are still major investment opportunities in Government back offices. Military spending has
almost certainly bottomed with tensions at a boiling point in the Middle East and both Russia and China flexing muscles.
Furthermore Russian and Chinese superior cyber warfare is increasingly evident, and European Governments are
catching up with the US in fear of terrorism. Technology is needed everywhere and there is still much to get excited
about.
Summary
Whilst valuations are not quite as compelling as they were six months ago there has not been much rerating in spite of
the strong £ returns over the second half. Weak sterling makes it look more of a bubble than it is. Ironically one of the
risks is that too many companies descend on the market too quickly leaving less money to drive existing share prices. We
are not at that stage yet.

1

Reference Renaissance Capital 2016 US IPOMarket Annual Review
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INVESTMENT MANAGER'S REPORT for the financial year ended 31 December 2016 continued

Small cap
(<£0.5bn)
3%

BREAKDOWN BY MARKET CAP
31/12/2016
Large cap (>£2bn)
83%
Mid cap (£0.5bn - 2bn)
14%
Small cap (<£0.5bn)
3%
_______
100%
_______
_______

31/12/2015
76%
16%
8%
_______
100%
_______
_______

Mid cap
(£0.5bn - 2bn)
14%
Large cap (>£2bn)
83%

Asia Pacific, 7%
GEOGRAPHIC BREAKDOWN
Cash & Gilts, 6%
North America
UK
Europe
Asia Pacific
Cash & Gilts

31/12/2016
73%
9%
5%
7%
6%
_______
100%
_______
_______

31/12/2015
70%
10%
7%
5%
8%
_______
100%
_______
_______

Europe, 5%
UK
9%
North America
73%

Services, 4%

SECTOR BREAKDOWN
Storage, 1%
Semiconductors
Internet
Software
Networking
Electronics
Other
Services
Storage

31/12/2016
28%
22%
19%
14%
7%
5%
4%
1%
_______
100%
_______
_______

31/12/2015
31%
26%
14%
11%
9%
5%
3%
1%
_______
100%
_______
_______

Other, 5%

Electronics
7%

Semiconductors
28%

Networking
14%
Software
19%

Herald Investment Management Limited
January 2017
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DIRECTORS' REPORT for the financial year ended 31 December 2016
The Directors present herewith the Annual Report and Audited Financial Statements for the financial year ended 31
December 2016.
Statement of Directors’ Responsibilities
The Directors are responsible for preparing the Annual Report and Audited Financial Statements in accordance with
Irish Law and Generally Accepted Accounting Practice in Ireland including the accounting standards issued by the
Financial Reporting Council and published by the Institute of Chartered Accountants in Ireland.
Irish Company law requires the Directors to prepare Financial Statements for each financial year that give a true and fair
view of the state of affairs of the Company and of the profit and loss of the Company for that period. In preparing these
Financial Statements, the Directors are required to:
•
select suitable accounting policies and then apply them consistently;
•
make judgments and estimates that are reasonable and prudent;
•
state whether the Financial Statements have been prepared in accordance with applicable accounting standards,
identify those standards, and note the effect and the reasons for any material departure from those standards and
notify Shareholders in writing about the use of disclosure exemptions of FRS 102; and
•
prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.
The Directors confirm that they have complied with the above requirements in preparing the Financial Statements.
The Directors are responsible for keeping adequate accounting records that are sufficient to:
•
correctly record and explain the transactions of the Company;
•
enable, at any time, the assets, liabilities, financial position and profit or loss of the Company to be determined
with reasonable accuracy; and
•
enable the Directors to ensure that the Financial Statements comply with the Companies Act 2014 and enable
those financial statements to be audited.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities. In carrying out this duty, the Directors have delegated custody
of the Company’s assets to the Depositary, Northern Trust Fiduciary Services (Ireland) Limited.
The Directors are also responsible for preparing a Directors’ Report that complies with the requirements of the
Companies Act 2014.
The Directors are responsible for the maintenance and integrity of the corporate and financial information included on
the Company’s website. Legislation in Ireland governing the preparation and dissemination of financial statements may
differ from legislation in other jurisdictions.
Corporate Governance Statement
The Board of Directors (“the Board”) has voluntarily complied with the Corporate Governance Code for Irish Domiciled
Collective Investment Schemes as published by the Irish Funds Industry Association (“IFIA”), as the Company’s
corporate governance code (“IFIA Code”).
The Board has assessed the measures included in the IFIA Code as being consistent with its corporate governance
practices and procedures for the financial year.
Internal Control and Risk Management Systems
The Company is responsible for establishing and maintaining adequate internal control and risk management systems in
relation to the financial reporting process. Such systems are designed to manage rather than eliminate the risk of error or
fraud in achieving the Company’s financial reporting objectives and can only provide reasonable and not absolute
assurance against material misstatement or loss.
The Company has procedures in place to ensure all relevant accounting records are properly maintained and are readily
available, including production of annual and half-yearly Financial Statements. The annual and half-yearly Financial
Statements of the Company are required to be approved by the Board of the Company and filed with the Central Bank
of Ireland and the Irish Stock Exchange. The statutory Financial Statements are required to be audited by independent
auditors who report annually to the Board on their findings.
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DIRECTORS' REPORT for the financial year ended 31 December 2016 continued
Internal Control and Risk Management Systems continued
The Board regularly reviews the performance of the Administrator to ensure that the performance is satisfactory and in
accordance with the terms and conditions of the Administrator Agreement and Prospectus.
The Board evaluates and discusses significant accounting and reporting issues as the need arises.
Operation of the Shareholder Meeting, the Key Powers of the Shareholder Meeting, Shareholders’ Rights and the
Exercise of Such Rights
The convening and conduct of shareholders’ meetings are governed by the Constitution of the Company and the Irish
Companies Act 2014. Although the Directors may convene an extraordinary general meeting of the Company at any
time, the Directors are required to convene an annual general meeting of the Company every calendar year within nine
months of the Company’s financial year end and no more than fifteen months from the date of the previous annual
general meeting. Shareholders representing not less than one-tenth of the paid up share capital of the Company may also
request the Directors to convene a shareholders’ meeting. Not less than twenty one days' notice of every annual general
meeting and any meeting convened for the passing of a special resolution must be given to shareholders and fourteen
days’ notice must be given in the case of any other general meeting unless the auditors of the Company and all the
shareholders of the Company entitled to attend and vote agree to shorter notice.
Two members present either in person or by proxy constitute a quorum at a general meeting provided that the quorum
for a general meeting convened to consider any alteration to the class rights of shares is two shareholders holding or
representing by proxy at least one third of the issued shares of the relevant fund or class.
Every member present in person or by proxy who votes on a show of hands is entitled to one vote. On a poll, every
member is entitled to one vote in respect of each share held by them. The chairman of a general meeting of the Company
or at least five members present in person or by proxy or any holder or holders of participating shares present in person
or by proxy representing at least one tenth of the shares in issue having the right to vote at such meeting may demand a
poll.
Shareholders may resolve to sanction an ordinary resolution or special resolution at a shareholders’ meeting. An ordinary
resolution of the Company or of the shareholders of a particular fund or class requires a simple majority of the votes cast
by the shareholders voting in person or by proxy at the meeting at which the resolution is proposed. A special resolution
of the Company or of the shareholders of a particular fund or class requires a majority of not less than 75% of the
shareholders present in person or by proxy and voting in a general meeting in order to pass a special resolution including
a resolution to amend the Constitution.
Composition and Operation of the Board of Directors and the Committees of the Board of Directors
Unless otherwise determined by an ordinary resolution of the Company in a general meeting, the number of Directors
may not be less than two nor more than twelve. Currently, the Board of the Company is composed of four Directors,
being those listed in the directory of these Financial Statements.
The business of the Company is managed by the Directors, who exercise all such powers of the Company as required by
the Companies Act 2014 or by the Constitution of the Company.
A Director may, and the Company Secretary of the Company on the requisition of a Director will, at any time summon
a meeting of the Directors. Questions arising at any meeting of the Directors are determined by a majority of votes. In
the case of an equality of votes, the chairman has a second or casting vote. The quorum necessary for the transaction of
the business at a meeting of the Directors is two.
There are no sub-committees of the Board.
Principal Activities and Future Developments
The objective of the Fund is to seek to achieve capital growth by investing principally in securities of issuers in the
technology, communications and multi-media sectors which in the view of the Investment Manager offer potential
growth in excess of the average. The Investment Manager’s Report contains a review of the factors which contributed to
the performance for the financial year. The Directors do not anticipate any changes in the structure or investment
objective of the Fund.
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DIRECTORS' REPORT for the financial year ended 31 December 2016 continued
Risk Management Objectives and Policies
The main risks arising from the Company’s financial instruments are market risk (comprising of market price, interest
rate and foreign currency risk), credit risk and liquidity risk which are disclosed further in note 2 ‘Financial Risk
Management’ in the Financial Statements.
Significant Events during the year
With effect from 18 March 2016, Northern Trust Fiduciary Services (Ireland) Limited (“the Custodian”) has assumed
the responsibilities of a Depositary in accordance with the UCITS V Regulations.
There were no other significant events during the financial year which, in the opinion of the Directors, may have had an
impact on the Financial Statements for the financial year ended 31 December 2016.
Events Since the Financial Year End
There were no events after the Balance Sheet date which, in the opinion of the Directors, may have had an impact on
the Financial Statements for the financial year ended 31 December 2016.
Results and Dividends
The results and dividends for the financial year are set out in the Profit and Loss Account on page 19.
Directors and Secretary
The Directors who held office during the financial year under review were:
William Backhouse LVO (British)*
Michael Boyce (Irish)*
David Boyle DL (British)
Adrian Waters, Chairman (Irish)*
*Independent Directors
Directors’ Interests in Shares and Contracts
The Directors’ interests in shares and contracts are detailed in note 10 on page 32.
Transactions Involving Directors
There are no contracts or arrangements of any significance in relation to the business of the Company in which the
Directors or Company Secretary had any interest as defined in the Companies Act 2014, at any time during the financial
year.
Accounting records
The Directors believe that they have complied with the requirements of the Companies Act 2014, with regard to the
keeping of accounting records by employing accounting personnel with appropriate expertise and by providing adequate
resources to the financial function. The accounting records of the Company are maintained at:
Northern Trust International Fund Administration Services (Ireland) Limited
Georges Court,
54-62 Townsend Street,
Dublin 2,
D02 R156
Ireland.
Independent Auditors
In accordance with Section 383 (2) of the Companies Act 2014, PricewaterhouseCoopers, Chartered Accountants and
Registered Auditors, have signified their willingness to continue in office.
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INDEPENDENT AUDITORS’ REPORT to the Members of Herald Investment Fund plc
Report on the financial statements
Our Opinion
In our opinion, Herald Investment Fund plc’s financial statements (the “financial statements”):
•
give a true and fair view of the Company’s assets, liabilities and financial position as at 31 December 2016 and of
its results for the financial year then ended;
•
have been properly prepared in accordance with Generally Accepted Accounting Practice in Ireland; and
•
have been properly prepared in accordance with the requirements of the Companies Act 2014 and the European
Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011 (as amended).
What we have audited
The financial statements, included within the Annual Report and Audited Financial Statements, comprise:
•
the Balance Sheet as at 31 December 2016;
•
the Profit and Loss Account for the financial year then ended;
•
the Statement of Changes in Net Assets Attributable to Holders of Redeemable Participating Shares for the financial
year then ended;
•
the Schedule of Investments for the Company as at 31 December 2016; and
•
the notes to the financial statements for the Company which include a summary of significant accounting policies
and other explanatory information.
The financial reporting framework that has been applied in the preparation of the financial statements is Irish law and
accounting standards issued by the Financial Reporting Council and promulgated by the Institute of Chartered
Accountants in Ireland (Generally Accepted Accounting Practice in Ireland), including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland”.
In applying the financial reporting framework, the Directors have made a number of subjective judgements, for example
in respect of significant accounting estimates. In making such estimates, they have made assumptions and considered
future events.
Matters on which we are required to report by the Companies Act 2014
•
We have obtained all the information and explanations which we consider necessary for the purposes of our audit.
•
In our opinion the accounting records of the Company were sufficient to permit the financial statements to be
readily and properly audited.
•
The financial statements are in agreement with the accounting records.
•
In our opinion the information given in the Directors' Report is consistent with the financial statements.
•
In our opinion, based on the work undertaken in the course of our audit of the financial statements, the
description of the main features of the internal control and risk management systems in relation to the financial
reporting process included in the Corporate Governance Statement, is consistent with the financial statements and
has been prepared in accordance with section 1373(2) (c) of the Companies Act 2014.
•
Based on our knowledge and understanding of the Company and its environment, obtained in the course of our
audit of the financial statements, we have not identified material misstatements in the description of the main
features of the internal control and risk management systems in relation to the financial reporting process included
in the Corporate Governance Statement.
•
In our opinion, based on the work undertaken during the course of our audit of the financial statements, the
information required by section 1373 (2)(a),(b),(e) and (f) is contained in the Corporate Governance Statement.
Matters on which we are required to report by exception
Directors’ remuneration and transactions
Under the Companies Act 2014 we are required to report to you if, in our opinion, the disclosures of directors’
remuneration and transactions specified by sections 305 to 312 of that Act have not been made. We have no exceptions
to report arising from this responsibility.
Responsibilities for the financial statements and the audit
Our responsibilities and those of the Directors
As explained more fully in the Statement of Directors’ Responsibilities set out on page 11, the Directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view.
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Statement of Changes in Net Assets Attributable to Holders of Redeemable Participating Shares
for the financial year ended 31 December 2016
Financial year ended
31 December 2016
GBP

Financial year ended
31 December 2015
GBP

19,494,096

20,641,143

5,586,785

412,153

894,472

197,437

Amounts paid on redemption of
redeemable participating shares

(2,141,091)

(1,756,637)

Decrease in net assets resulting
from share transactions

(1,246,619)

(1,559,200)

4,340,166
––––––––––

(1,147,047)
––––––––––

23,834,262
––––––––––
––––––––––

19,494,096
––––––––––
––––––––––

Net assets attributable to holders
of redeemable participating shares
at beginning of year
Increase in net assets attributable
to holders of redeemable participating shares
resulting from operations
Amounts received on issue of redeemable
participating shares

Net increase/(decrease) in shareholders' funds
Net assets attributable to holders
of redeemable participating shares
at end of year

The accompanying notes form an integral part of the Annual Report and Audited Financial Statements.
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016
1. Significant Accounting Policies
a) Basis of preparation

In preparing the Annual Report and Audited Financial Statements for the financial year end 31 December 2016, the
Directors have applied Financial Reporting Standard 102 (“FRS 102”) The Financial Reporting Standard applicable in the
UK and Republic of Ireland and these financial statements comply with that standard.
The financial statements have been prepared on a going concern basis and in accordance with the Companies Act 2014 and
Generally Accepted Accounting Practice in Ireland (accounting standards issued by the Financial Reporting Council and
promulgated by the Institute of Chartered Accountants in Ireland).
The format and certain wording of the financial statements have been adapted from that contained in the Companies Act
2014 so that, in the opinion of the Directors, it more appropriately reflects the nature of Herald Investment Fund Plc’s (“the
Company’s”) business as an investment company.
The Herald Worldwide Fund (“the Fund”) meets all the conditions set out in FRS 102, Section 7, and consequently has
availed of the exemption available to certain funds not to prepare a statement of cash flows.
The financial statements have been prepared under the historical cost convention as modified by the revaluation of financial
assets and financial liabilities held at fair value through profit or loss.
b) Changes to Accounting Policies

The Company has applied amendments for FRS102 – fair value hierarchy disclosures, which was issued in March 2016 and
is applicable for accounting periods beginning on or after 1 January 2017. The Company has taken the option to adopt these
amendments early. See note 2 (D) for further details.
c) Fair Value Measurement

On initial application of FRS 102, in accounting for its financial instruments a reporting entity is required to apply either
a) the full requirements of FRS 102 relating to Basic Financial Instruments and Other Financial Instruments, or b) the
recognition and measurement provisions of IAS 39 Financial Instruments: Recognition, and only the disclosure
requirements of FRS 102 relating to Basic Financial Instruments and Other Financial Instruments, or c) the recognition and
measurement provisions of IFRS 9 Financial Instruments, and only the disclosure requirements of FRS 102 relating to Basic
Financial Instruments and Other Financial Instruments. The Company has chosen to implement the recognition and
measurement provisions of IAS 39 Financial Instruments: Recognition and only the disclosure requirements of FRS 102
relating to Basic Financial Instruments and Other Financial Instruments. Under IAS 39 recognition and measurement
policies, the Company utilises the last traded price for both financial assets and financial liabilities where the last traded price
falls within the bid-ask spread. In circumstances where the last traded price is not within the bid-ask spread, management
will determine the point within the bid-ask spread that is most representative of fair value.
d) Investments
(i) Classification and recognition/derecognition

The financial assets and financial liabilities at fair value through profit or loss comprise equities and exchange traded
investment funds.
Financial assets and financial liabilities designated at fair value through profit or loss at inception are those that are managed
and their performance evaluated on a fair value basis in accordance with the Company's documented investment
strategy.The Company's policy is for the Investment Manager and the Board to evaluate the information about these
financial assets on a fair value basis together with other related financial information.
The Company recognises financial assets and financial liabilities on the date it becomes a party to the contractual provisions
of the instrument, and all significant rights and access to the benefits from the assets, and the exposure to the risks
inherent in those benefits, are transferred to the Company. The Company derecognises financial assets and financial
liabilities when all such benefits and risks are transferred from the Company.
A regular way purchase of financial assets is recognised using trade date accounting. From this date any gains and losses
arising from changes in fair value of the financial assets or financial liabilities are recorded.
Financial instruments are measured initially at fair value (transaction price). Transaction costs on financial assets and
financial liabilities at fair value through profit or loss are expensed immediately.
Subsequent to initial recognition, all instruments classified at fair value through profit or loss are measured at fair
value with changes in their fair value recognised in the Profit and Loss Account.
22

HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
1. Significant Accounting Policies continued
d) Investments continued
(ii) Fair value measurement principles

Investments listed on a recognised exchange or traded on any other organised active market are valued at fair value. The last
traded price on the principal exchange or market for such instruments, being a quoted price, is taken as the best evidence of
fair value. Investments acquired or traded at a premium or discount outside or off the relevant exchange, or on an over the
counter market are valued at fair value.
If for specific investments the close of business prices do not, in the opinion of the Investment Manager, reflect their fair
value or are not available, the price of the most recent transaction provides evidence of the current fair value as long as there
has not been a significant change in economic circumstances since the time of the transaction.
e) Cash & cash equivalents

Cash comprises current deposits with banks. Cash equivalents are short-term highly liquid investments that are readily
convertible to known amounts of cash, are subject to an insignificant risk of changes in value, and are held for the purpose
of meeting short-term cash commitments rather than for investment or other purposes.
f) Income

Dividends are recognised as income on the dates the securities are first quoted "ex dividend" to the extent that information
thereon is reasonably available to the Company. Income which suffers a deduction of tax at source is shown gross of such
withholding tax. Franked investment income (which comprises the most part of UK sourced dividend income) is shown net
of the notional tax credit.
Bank deposit and bond interest are accounted for on an effective interest basis.
g) Payables
Payables are recognised initially at fair value and subsequently stated at amortised cost using the effective interest method.
The difference between the proceeds and the amounts payable is recognised over the financial year of the payable using the
effective interest method.
h) Receivables
Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Receivables are recognised initially at fair value plus transaction costs that are directly attributable to their acquisition
origination. They are subsequently measured at amortised cost less provision for impairment.
i) Fees and charges
Management fees, administration fees, custody fees and other operating expenses are charged to the Profit and Loss Account
on an accruals basis.
j) Redeemable Participating Shares
The Company issues redeemable shares, which are redeemable at the holder’s option and are classified as financial liabilities.
Redeemable shares can be redeemed at any time for cash equal to a proportionate share of the Company’s net asset value.
The redeemable share is carried at the redemption amount that is payable at the Balance Sheet date if the holder exercises
the right to redeem.
Redeemable shares are issued and redeemed at the holder’s option at prices based on the Company’s net asset value per share
at the time of issue or redemption. The Company’s net asset value per share is calculated by dividing the net assets
attributable to the holders of redeemable shares by the total number of outstanding redeemable shares. In accordance with
the provisions of the Company’s Constitution, investment positions are valued based on the last traded market price, for the
purpose of determining the net asset value per share for subscriptions and redemptions.
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
1. Significant Accounting Policies continued
j) Redeemable Participating Shares continued
All issued redeemable shares are fully paid and have been admitted to the official listing of the Irish Stock Exchange. The
Company’s capital is represented by these redeemable shares with no par value and with each carrying one vote. They are
entitled to dividends and to payment of a proportionate share based on the Company’s net asset value on the redemption
date.
Financial liabilities, arising from the redeemable shares issued by the Company, are carried at the redemption amount
representing the investors’ right to a residual interest in the Company’s assets.
k) Foreign Exchange
(i) Functional and presentation currency
The Company’s investors are mainly from the UK, with the subscriptions and redemptions of the redeemable shares
denominated in GBP. The primary activity of the Company is to invest in global securities and to offer UK investors a high
return compared to other products available in the UK. The performance of the Company is measured and reported to the
investors in GBP. The Board considers GBP the currency that most faithfully represents the economic effects of the
underlying transactions, events and conditions. The Financial Statements are presented in GBP, which is the Fund’s
functional and presentation currency.
(ii)Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at financial year end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the Profit and Loss Account.
Translation differences on non-monetary financial assets and liabilities such as equities at fair value through profit or loss are
recognised in the Profit and Loss Account within the net gains/(losses) on financial assets and liabilities at fair value through
profit or loss.
The following exchange rates were used to convert investments, assets and liabilities to the functional currency of the
Company:
As at
31 December 2016

As at
31 December 2015

1.1715
1,492.4180
1.2356
39.8238

1.3568
1,728.2214
1.4739
48.4132

Euro
Korean Won
US Dollars
Taiwan Dollars

l) Net Assets Attributable to Holders of Redeemable Participating Shares
In accordance with the provisions of the offering memorandum, listed investments and investments with prices quoted in
over the counter markets or by market makers are stated at the last quoted trade price as at the close of business on the
valuation day for the purpose of determining net asset value per share for subscriptions and redemptions and for various fee
calculations.
Net assets attributable to shareholders represent a liability in the Balance Sheet, carried at the redemption amount that would
be payable at the Balance Sheet date if the shareholders exercised the right to redeem shares in the Fund.
m)Transaction costs
Transaction costs are costs incurred to acquire financial assets or liabilities at fair value through profit or loss. They include
fees and commissions paid to agents, advisors, brokers and dealers. Transaction costs, when incurred, are included as part of
the cost of such purchases. Any transaction costs are included in net gains/(losses) on financial assets and liabilities at fair
value through profit or loss. See note 9 to the Financial Statements for further information.
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
2. Financial Risk Management
In accordance with the corporate objective of maximising capital appreciation, the Company invests in securities on a
worldwide basis. The Company’s financial assets and liabilities consist of cash, equities and exchange traded investment
funds and short term debtors and creditors.
The main risks arising from the Company’s financial instruments are as follows:
A. Market Risk - comprising:
(i)
Market price risk, being the risk that the value of investment holdings will fluctuate as a result of changes in market
prices caused by factors other than interest rate or currency rate movement;
(ii)
Interest rate risk, being the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market interest rates; and,
(iii)
Foreign currency risk, being the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates.
B. Credit Risk - being the risk that one party to a financial instrument will cause a financial loss for the other party by failing
to discharge an obligation.
C. Liquidity Risk - being the risk that an entity will encounter difficulty in meeting obligations associated with financial
liabilities.
Day-to-day risk management is undertaken by the Investment Manager. Risk management issues are reported separately to
the Directors by the Administrator and Depositary monthly.
The Company is subject to a number of investment restrictions imposed by external regulators or self-imposed by its
Constitution. These restrictions are intended to reduce the risks associated with the Company’s financial instruments.
These policies for managing risk have been applied throughout the financial year.
A. Market Risk
(i) Market Price Risk
The Company’s investment portfolio is exposed to market price fluctuations which are monitored by the Investment
Manager in pursuance of the corporate objective.
A full list of the Company’s investments is given in the Schedule of Investments, on pages 34 to 35. The Company has a
number of investment restrictions which aim to limit risk by ensuring a degree of diversification. For instance, the Company
will hold a maximum of 10% of the net asset value (NAV) in securities or money market instruments issued by the same
body, and the total of securities or money market instruments which are greater than 5% of the NAV are not to exceed 40%
of the NAV in aggregate.
Some of the recognised exchanges on which the Company may invest may prove to be illiquid or highly volatile from time
to time and this may affect the price at which the Company may liquidate positions to meet repurchase requests or other
funding requirements. The trading and settlement practices on some of the recognised exchanges on which the Company
may invest may not be the same as those in more developed markets, which may increase settlement risk and/or result in
delays in realising investments made by the Company.
Where the Company acquires or values securities on the over-the-counter market there is no guarantee that the Company
will be able to realise such securities at that valuation price due to the nature of the over-the-counter market. There were no
securities held on the over-the-counter market at the financial year end.
Market Price Risk – Sensitivity Analysis
The portfolio does not target any exchange as a benchmark, and the performance of the portfolio does not track any
generally used market index due to insufficient relevance. However, for illustrative purposes, in 2016 Share Class A returned
31% (31 December 2015: 1.98%) while the USD denominated MSCI World IT Index, a global technology index, returned
31.5% in sterling terms (31 December 2015: 9.6%). Based on the NAV of the Fund as at 31 December 2016, and this
historic one-year sensitivity analysis, if the MSCI World IT Index increased by 10% in sterling terms, the Fund would
increase by 9.0% (31 December 2015: increase by 8.7%), resulting in a gain of GBP2,137,933 (gain of GBP1,695,986
based on 31 December 2015 NAV and sensitivity of the Fund). If the MSCI World IT index decreased by 10% in sterling
terms then the reverse would apply.
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
2. Financial Risk Management continued
A. Market Risk continued
(i) Market Price Risk continued
Market Price Risk – Sensitivity Analysis continued
This sensitivity analysis assumes a significantly correlated relationship between movements in the index. It also assumes a
change in the market price of the funds while holding all other variables constant (e.g. correlation with index, asset allocation
etc.). In practice this is highly unlikely to occur and changes in some of these variables may be correlated. In addition, as the
sensitivity analysis used historical data as a basis, it does not encompass all possible scenarios, in particular those that are
extreme in nature. Historical movements are not indicative of future events and the movements may differ significantly from
the movements disclosed above.
(ii) Interest Rate Risk
The Company did not employ leverage and did not borrow for liquidity purposes in the financial years ended 31 December
2016 or 31 December 2015. The majority of the Company’s financial assets and liabilities are non-interest bearing. Excess
cash is invested in instantly accessible accounts at prevailing interest rates. The Company was, therefore, not significantly
exposed to interest rate risk from unfavourable fluctuations in interest rates.
(iii) Foreign Currency Risk
The Company’s reporting currency is sterling, but investments are made in overseas markets as well as the United Kingdom
and the net asset value can be affected by movements in foreign currency exchange rates.
Furthermore, many companies trade internationally, both through foreign subsidiaries and through exports. The greatest
foreign currency risk occurs when companies have a divergence in currencies for costs and revenues.
A much less risky exposure to currency is straight translation of sales and profits. The Investment Manager’s report breaks
down the portfolio by geographic listing. However, the location of the stock market quote only has a limited correlation to
the costs, revenues and even activities of those companies, and so this note should not be regarded as a reliable guide to the
sensitivity of the portfolio to currency movements. For example, at times when the USD is weak, portfolio holdings in UK
companies with USD revenues and sterling costs would be significantly affected.
Exposure to currency risk through asset allocation by currency of listing is indicated below – all figures are stated in GBP:
31 December 2016
Financial Assets
Non-monetary assets
Financial assets held at fair
value through profit or loss

EUR

KRW

USD

HKD

1,340,151
––––––––––
––––––––––

446,752
––––––––––
––––––––––

18,226,042
––––––––––
––––––––––

289,099
––––––––––
––––––––––

EUR

KRW

USD

TWD

1,291,266
––––––––––
––––––––––

406,203
––––––––––
––––––––––

14,061,067
––––––––––
––––––––––

206,555
––––––––––
––––––––––

31 December 2015
Financial Assets
Non-monetary assets
Financial assets held at fair
value through profit or loss
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
2. Financial Risk Management continued
A. Market Risk continued
(iii) Foreign Currency Risk continued
Foreign Currency Risk – Sensitivity Analysis
Companies whose cost base diverges in currency terms from their sales will in the longer term have a significantly greater
effect on valuation than simple translation. In the short term, investee companies generally cover their currency exposure to
varying degrees. There is insufficient publicly disclosed information to quantify this, but in the long term this effect is
expected to dwarf simple translation of foreign listings in terms of both risk and reward, because many investee companies
trade globally. Furthermore, the country of listing is not necessarily an indication of the geography of some or even any
operational activities for investee companies. At 31 December 2016 and 31 December 2015, the Company did not use
financial instruments to protect against currency movements.
Sensitivity to Foreign Currency Risk on non-monetary assets is included in Market Price Risk.
B. Credit Risk
Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment which
it has entered into with the Company. The Investment Manager has a monitoring procedure whereby counterparty risk is
monitored on an ongoing basis.
All transactions in listed securities are settled/paid for upon delivery using approved brokers and counterparties. The risk of
default is considered minimal, as delivery of securities sold is only made once the broker or counterparty has received
payment. Payment is made on a purchase once the securities have been received by the broker or counterparty. The trade
will fail if either party fails to meet its obligation.
Substantially all of the cash assets are held with The Northern Trust Company, London Branch (“TNTC”). Cash deposited
with TNTC as banker is held on its Statement of Financial Position.
Accordingly, in accordance with usual banking practice, TNTC’s liability to the Company in respect of such cash deposits
shall be that of debtor and the Company will rank as a general creditor of TNTC. The financial assets are held with the
Depositary, Northern Trust Fiduciary Services (Ireland) Limited. These assets are held distinctly and separately from the
proprietary assets of the Depositary. Securities are clearly recorded to ensure they are held on behalf of the Company.
Bankruptcy or insolvency of the Depositary and or one of its agents or affiliates may cause the Company’s rights with respect
to the securities held by the Depositary to be delayed.
Both Northern Trust Fiduciary Services (Ireland) Limited and TNTC are wholly owned subsidiaries of Northern Trust
Corporation.
As at 31 December 2016 Northern Trust Corporation had a long term rating from Standard & Poor’s of A+ (31 December
2015: A+).
Risk is managed by monitoring the credit quality and financial positions of the Depositary the Company uses.
Northern Trust acts as its own sub-custodian in the U.S., the U.K., Ireland and Canada. In all other markets Northern Trust
appoints a local sub-custodian. Northern Trust continually reviews its sub-custodian network to ensure clients have access
to the most efficient, creditworthy and cost-effective provider in each market.
C. Liquidity Risk
The Company’s policy with regard to liquidity is to provide a degree of flexibility so that the portfolio can be repositioned
when appropriate and so that most of the assets can be realised without an excessive discount to the market price. The
Company had no holding in unquoted securities as at 31 December 2016 or 31 December 2015.
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
2. Financial Risk Management continued
C. Liquidity Risk continued
The Company is an open-ended investment company and shareholders may redeem their investment without notice on any
weekly dealing day. Redemption fees are unlikely to discourage redemption as they are low and apply only in the first two
years, and the Directors have only limited powers to defer redemption requests. The Company, therefore, has a material
exposure to the liquidity risk which could result from being forced to realise assets to meet large unexpected redemption
requests.
For this reason it invests either in cash or actively traded securities that can be readily disposed of. The Company has the
ability if required to borrow in the short term to ensure settlement of redemptions.
To reduce liquidity risk, it is the policy of the Company to diversify the holdings and generally to restrict the holding in any
one company to less than 10% of the share capital of that company. Furthermore, the guideline is for no single investment
to account for more than 10% of the net assets of the Company.
The market valuation of each underlying security gives an indication of value, but the price at which an investment can be
made or realised can diverge materially from the bid or offer price depending on market conditions generally and other
factors which apply to each investment.
All of the Company's liabilities at 31 December 2016 and 31 December 2015 were repayable within one to three months.
D. Fair Value Disclosure
In November 2015, the Financial Reporting Council issued an exposure draft proposing limited amendments to FRS 102,
specifically in relation to the fair value hierarchy. These protocols are intended to simplify the preparation of disclosures
about financial instruments for the entities affected, whilst increasing the consistency with disclosures required by EUadopted IFRS that users of financial statements are often familiar with. The amendment was approved in March 2016. The
Company has decided to adopt this amendment early and the following information is consistent with the requirements of
the amended FRS 102.
FRS 102 requires the Company to classify fair value measurements using a fair value hierarchy that reflects the significance
of the inputs used in making the measurements. The fair value hierarchy has the following levels:
Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices).
Level 3 - Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs).
The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is determined on
the basis of the lowest input that is significant to the fair value measurement in its entirety. For this purpose, the significance
of an input is assessed against the fair value measurement in its entirety. If a fair value measurement uses observable inputs
that require significant adjustment based on unobservable inputs, that measurement is a level 3 measurement. Assessing the
significance of a particular input to the fair value measurement in its entirety requires judgement, considering factors specific
to the asset or liability.
The determination of what constitutes ‘observable’ requires significant judgement by the Investment Manager. The
Investment Manager considers observable data to be market data that is readily available, regularly distributed or updated,
reliable and verifiable, not proprietary, and provided by independent sources that are actively involved in the relevant
market.
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
2. Financial Risk Management continued
D. Fair Value Disclosure continued
The tables below set out the classification of the Company's financial instruments measured at fair value in accordance with
FRS 102:
31 December 2016
Assets
Financial assets designated
at fair value through
profit or loss at inception
Equity securities
Exchange traded investment funds
Total Assets

Level 1
GBP

Level 2
GBP

Level 3
GBP

Total
GBP

21,318,287
1,103,125
––––––––––
22,421,412
––––––––––
––––––––––

––––––––––
––––––––––
––––––––––

––––––––––
––––––––––
––––––––––

21,318,287
1,103,125
––––––––––
22,421,412
––––––––––
––––––––––

Level 1
GBP

Level 2
GBP

Level 3
GBP

Total
GBP

17,054,765
931,563
––––––––––
17,986,328
––––––––––
––––––––––

––––––––––
––––––––––
––––––––––

––––––––––
––––––––––
––––––––––

17,054,765
931,563
––––––––––
17,986,328
––––––––––
––––––––––

31 December 2015
Assets
Financial assets designated
at fair value through
profit or loss at inception
Equity securities
Exchange traded investment funds
Total Assets

3. Operating income
Financial year ended
31 December 2016
GBP
5
189,093
––––––––––
189,098
––––––––––
––––––––––

Interest income
Dividend income

Financial year ended
31 December 2015
GBP
182,128
––––––––––
182,128
––––––––––
––––––––––

4. Net gains on Financial Assets and Liabilities at Fair Value Through Profit or Loss
Financial year ended
31 December 2016
GBP
Realised gains on sale of investments
2,492,592
Net currency gains/(losses)
7,060
Net change in unrealised appreciation/(depreciation) on investments
3,660,660
––––––––––
6,160,312
––––––––––
––––––––––
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Financial year ended
31 December 2015
GBP
1,226,400
(2,399)
(633,489)
––––––––––
590,512
––––––––––
––––––––––
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NOTES TO THE FINANCIAL STATEMENTS for the financial year ended 31 December 2016 continued
5. Operating Expenses

Administration fees
Auditors’ fees
Custody fees
Depositary fees
Directors’ fees
Investment Management fees
Performance fees
Other expenses

Financial year ended
31 December 2016
GBP
101,721
18,400
2,826
3,388
27,843
163,220
355,663
55,470
––––––––––
728,531
––––––––––
––––––––––

Financial year ended
31 December 2015
GBP
81,949
15,411
2,675
25,770
157,354
52,494
––––––––––
335,653
––––––––––
––––––––––

Financial year ended
31 December 2016
GBP

Financial year ended
31 December 2015
GBP

1,839,179
––––––––––
––––––––––

1,555,453
––––––––––
––––––––––

6. Cash and cash equivalents

Northern Trust Fiduciary Services (Ireland) Limited

7. Share Capital
The share capital of the Company shall at all times equal the net asset value. Each of the shares entitles the shareholder to
participate equally on a pro rata basis in the dividends and net assets of the Fund in respect of which they are issued, save in
the case of dividends declared prior to becoming a shareholder. The proceeds from the issue of shares shall be applied in the
accounting records of the Company to the Fund and shall be used in the acquisition on behalf of the Fund of assets in which
the Fund may invest. The records and accounts of each Fund shall be maintained separately. Each of the shares entitles the
holder to attend and vote at meetings of the Company and of the Fund represented by those shares.
Subscriber Shares
As at 31 December 2016, the Company has issued 7 subscriber shares (31 December 2015: 7). The holders of these shares
are not entitled to dividends or any surplus of assets over liabilities upon the winding-up of the Company. They are thus
described in the Financial Statements by way of this note only.
Shares in Issue

Financial year ended
31 December 2016

Financial year ended
31 December 2015

619,445
8,095
(68,555)
––––––––––
558,985
––––––––––
––––––––––

664,020
3,040
(47,615)
––––––––––
619,445
––––––––––
––––––––––

Financial year ended
31 December 2016

Financial year ended
31 December 2015

Number of Class A Shares issued and fully paid
Balance at beginning of year
Issued during year
Redeemed during year
Total number of Class A Shares in issue at end of year

Number of Class B Shares issued and fully paid
Balance at beginning of year
Issued during year
Redeemed during year

112,522
129,260
34,907
6,322
(14,099)
(23,060)
––––––––––
––––––––––
Total number of Class B Shares in issue at end of year
133,330
112,522
––––––––––
––––––––––
––––––––––
––––––––––
As at 31 December 2016, one shareholder held 41.57% of the issued share capital of the Company (31 December 2015:
39.32%).
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8. Net Asset Value

Net Asset Value Class A share
Net Asset Value Class B share

As at
31 December 2016
GBP

As at
31 December 2015
GBP

As at
31 December 2014
GBP

20,745,782
3,088,480

17,541,444
1,952,652

18,439,278
2,201,865

37.11
23.16

28.32
17.35

27.77
17.03

Net Asset Value per Class A share
Net Asset Value per Class B share

9. Fees
Investment Management
The Investment Manager will receive an investment management fee (expressed as a percentage of the Fund’s net asset value
attributable to the relevant Class) of 0.75 per cent for Class A Shares and 1.25 per cent for Class B Shares. The investment
management fee will be paid monthly in arrears and shall accrue on each dealing day. Other classes may be established within
a Fund which may be subject to different fee structures. Fees of GBP31,146 were payable at 31 December 2016 (31
December 2015: GBP13,344).
The Investment Manager has voluntarily undertaken to limit the aggregate annual ordinary expenses of each class of the
Fund to be no more than 1.70% for the financial year end 31 December 2016 and 31 December 2015. The expense
reimbursement at 31 December 2016 is GBP29,597 (31 December 2015: GBP24,520 (of which GBP16,405 relates to
administration fee reimbursement)).
Performance Fee
In addition, the Investment Manager is paid a performance fee annually in respect of each accounting period of the Fund
at a rate of 10% per annum of the amount, if any, by which the NAV of the Class A Shares, excluding performance fees at
the end of the accounting period, exceeds the target net asset value (110% of the previous highest NAV adjusted to take
account of new subscriptions, repurchases or distributions) of the Fund over the relevant period. The opening NAV per
Class A share this financial period was GBP28.32 and the closing GBP37.11. To date the previous highest NAV per Class
A share at a financial year end was reached on 31 December 2015 when the NAV was GBP28.32 per Share. Therefore, a
performance fee on the Class A Shares of GBP355,663 (31 December 2015: GBPNil) was earned for the financial year
ended 31 December 2016. There is no performance fee charged on the Class B Shares.
Administration Fee
The Administrator will receive a fee of up to 0.12 per cent per annum on the first GBP25 million of the Net Asset Value
of the Fund, 0.10 per cent per annum on the next GBP25 million and 0.08 per cent per annum on that portion of the net
asset value of the Fund which exceeds GBP50 million, subject to a minimum fee of GBP8,000 per month per fund with a
single Share Class plus GBP500 per additional share class per month (plus value added tax, if any, thereon).
The Administrator’s fee shall be paid monthly in arrears and shall accrue on each dealing day based on the net asset value
of the Fund on each dealing day. The Administrator shall be reimbursed any reasonable out-of-pocket expenses incurred.
Fees of GBP8,361 were payable at 31 December 2016 (31 December 2015: GBP8,663).
Custodian Fee 1 January 2016 to 17 March 2016
The Custodian will be entitled to receive a trustee fee out of the assets of each Fund, accrued daily and payable monthly in
arrears of 0.015 per cent per annum of the Net Asset Value of the Fund. In addition, the Custodian will be paid out of the
assets of each Fund safekeeping fees of up to 0.05 per cent per annum of the Net Asset Value of the Fund, accrued daily and
payable monthly in arrears, and shall be reimbursed all sub-custodial and transactional fees and expenses which will be
charged at normal commercial rates, and will be reimbursed any reasonable out of pocket expenses.
Custodian fees of GBPNil were payable at 31 December 2016 (31 December 2015: GBP2,675)
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9. Fees continued
Depositary Fee 18 March 2016 to 31 December 2016
The Depositary will be entitled to receive a depositary fee out of the assets of each Fund, accrued daily and payable monthly
in arrears of 0.0175 per cent per annum of the Net Asset Value of the Fund. In addition, the Depositary will be paid out of
the assets of each Fund safekeeping fees accrued daily and payable monthly in arrears, and shall be reimbursed all subcustodial and transactional fees and expenses which will be charged at normal commercial rates, and will be reimbursed any
reasonable out of pocket expenses.
The Depositary fee charged to the Fund for the period 18 March 2016 to 31 December 2016 is GBP 3,388. Depositary fees
of GBP332 were payable at 31 December 2016 (31 December 2015: GBPNil).
Transaction costs
Transaction costs of the Fund were GBP34,699 for financial year ended 31 December 2016 (31 December 2015:
GBP19,961) and are included in net gains/(losses) on financial assets and liabilities at fair value through profit or loss.
10. Related Party Transactions
FRS 102 requires the disclosure of information relating to material transactions with parties who are deemed to be related
to the reporting entity.
Investment Manager
Related parties include the Investment Manager and its holding company, HIML Holdings Limited. Amounts earned by
the Investment Manager are disclosed in note 5 and note 9.
Herald Investment Management Limited and HIML Holdings Limited both hold investments in Herald Investment Fund
plc. At 31 December 2016, the number of shares held by Herald Investment Management Limited was 49,322 (31
December 2015:49,322) and the number of shares held by HIML Holdings Limited was 42,208 (31 December 2015:
42,208).
Directors’ Interests in Shares and Contracts

William Backhouse and connected persons
David Boyle and connected persons

31 December 2016
Class A Shares

31 December 2015
Class A Shares

12,597
12,182

12,597
12,182

None of the Directors other than those listed above who held office at the financial year-end had any interests in the shares
of the Company at that date or at any time during the financial year.
The Company invests in another fund which has the same Investment Manager, the Herald Investment Trust plc. At 31
December 2016 the number of shares held was 125,000 and the fair value of this investment was GBP1,103,125 (31
December 2015 the number of shares held was 125,000 and the fair value of this investment was GBP931,563).
Directors’ Fees
The total Directors’ fees are disclosed in note 5. David Boyle has agreed to waive his fees.
11. Taxation
Under current law and practice the Company qualifies as an investment undertaking as defined in Section 739B of the Taxes
Consolidation Act 1997, as amended. On that basis, it is not chargeable to Irish tax on its income or gains.
However, Irish tax may arise on the happening of a "chargeable event". A chargeable event includes any distribution
payments to shareholders, any encashment, redemption, cancellation or transfer of shares and the holding of shares at the
end of each eight year period beginning with the acquisition of such shares.
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11. Taxation continued
No Irish tax will arise on the Company in respect of chargeable events in respect of:
(a) a shareholder who is neither Irish resident nor ordinarily resident in Ireland for tax purposes, at the time of the
chargeable event, provided appropriate valid declarations in accordance with the provisions of the Taxes Consolidation
Act 1997, as amended, are held by the Company or the Company has been authorised by the Irish Revenue to make
gross payments in the absence of appropriate declarations; and
(b) certain exempted Irish tax resident shareholders who have provided the Company with the necessary signed statutory
declarations.
Dividends, interest and capital gains (if any) received on investments made by the Company may be subject to taxes imposed
by the country from which the investment income/gains are received and such taxes may not be recoverable by the Company
or its shareholders.
12. Auditor’s Remuneration
The remuneration for all work carried out by the statutory audit firm in respect of the financial year is as follows:
Financial year ended
31 December 2016
EUR
17,525
––––––––––
17,525
––––––––––
––––––––––

Statutory audit of company accounts
Other Assurance Services
Tax Advisory Services
Other non-audit services

Financial year ended
31 December 2015
EUR
17,000
––––––––––
17,000
––––––––––
––––––––––

The remuneration above is quoted in EUR and is exclusive of VAT. At financial year end, closing rate and including VAT
remuneration for the statutory audit of company accounts amount is GBP18,400 (31 December 2015: GBP15,411).
13. Distributions
There were no distributions declared during the financial year ended 31 December 2016 (31 December 2015: Nil).
14. Significant events during the year
With effect from 18 March 2016, Northern Trust Fiduciary Services (Ireland) Limited (“the Custodian”) has assumed the
responsibilities of a Depositary in accordance with the UCITS V Regulations.
There were no other significant events during the financial year, which, in the opinion of the Directors, may have had an
impact on the Financial Statements for the financial year ended 31 December 2016.
15. Events after the Balance Sheet Date
There were no events after the Balance Sheet date, which, in the opinion of the Directors, may have had an impact on the
Financial Statements for the financial year ended 31 December 2016.
16. Approval of Financial Statements
The Financial Statements were approved by the board on 28 February 2017.
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NOMINAL

SECURITY NAME

VALUE GBP

FUND%

UNITED KINGDOM - 4.63% (2015: 4.78%)
INVESTMENT FUNDS - 4.63% (2015: 4.78%)
125,000
Herald Investment Trust PLC NPV

1,103,125

4.63

UNITED KINGDOM - TOTAL

1,103,125

4.63

EXCHANGE TRADED FUNDS - TOTAL

1,103,125

4.63

GERMANY - 5.63% (2015: 6.62%)
INTERNET - 2.66% (2015: 3.85%)
20,000
United Internet AG Com NPV

633,285

2.66

SOFTWARE - 2.97% (2015: 2.77%)
10,000
SAP AG Class A Com NPV

706,866

2.97

1,340,151

5.63

HONG KONG - 1.21% (2015: 0%)
INTERNET - 1.21% (2015: 0%)
14,600
Tencent Holdings Com HKD0.00002

289,099

1.21

HONG KONG - TOTAL

289,099

1.21

REPUBLIC OF SOUTH KOREA - 1.87% (2015: 2.06%)
SEMICONDUCTORS - 1.87% (2015: 2.06%)
370
Samsung Electronics Co Com KRW5000.00

446,752

1.87

REPUBLIC OF SOUTH KOREA - TOTAL

446,752

1.87

TAIWAN - 1.85% (2015: 3.28%)
SEMICONDUCTORS - 1.85% (2015: 3.28%)
19,000
Taiwan Semiconductor Manufacturing Co ADR NPV

442,075

1.85

TAIWAN - TOTAL

442,075

1.85

UNITED KINGDOM - 4.27% (2015: 5.62%)
SEMICONDUCTORS - 3.20% (2015: 4.59%)
117,322
Imagination Technologies Group PLC Com GBP0.10
1,230,000 IQE PLC Com GBP0.01

295,651
467,400

1.24
1.96

TELECOMMUNICATIONS - 1.07% (2015: 1.03%)
200,000
Bango PLC Com GBP0.20
150,000
Frontier Smart Technologies Group Com GBP0.10

137,542
115,650

0.58
0.49

1,016,243

4.27

-

-

1,652,964
510,258
1,008,202
170,184
64,096
247,461

6.94
2.14
4.23
0.71
0.27
1.04

EXCHANGE TRADED FUNDS: 4.63% (2015: 4.78%)

EQUITIES: 89.44% (2015: 87.49%)

GERMANY - TOTAL

UNITED KINGDOM - TOTAL
UNITED STATES - 74.61% (2015: 69.91%)
COMMERCIAL SERVICES - 0.00% (2015: 1.19%)
COMPUTERS - 15.33% (2015: 11.36%)
17,635
Apple Inc Com USD0.00001
25,000
Cadence Design Systems Inc Com USD0.01
14,750
Check Point Software Technologies Com USD0.01
4,112
Leidos Holdings Inc Com USD0.0001
10,000
Nimble Storage Inc Com USD0.001
4,500
Western Digital Corp Com USD0.01
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NOMINAL

SECURITY NAME

VALUE GBP

FUND%

UNITED STATES - 74.61% (2015: 69.91%) continued
INTERNET - 17.16% (2015: 17.28%)
8,000
58.Com Inc ADR USD0.00001
3,800
Alibaba Group Holding ADR USD0.000025
1,620
Alphabet Inc Class A Com USD0.001
2,000
Amazon.com Inc Com USD0.01
6,000
Criteo SA ADR EUR0.025
7,500
F5 Networks Inc Com NPV
10,000
Yelp Inc Com USD0.000001

181,280
270,043
1,038,942
1,213,726
199,474
878,404
308,583

0.76
1.13
4.36
5.09
0.84
3.69
1.29

SEMICONDUCTORS - 18.30% (2015: 17.87%)
38,000
Intel Corp Com USD0.001
11,500
Mellanox Technologies Com ILS0.02
31,000
Micron Technologies Inc Com USD0.01
10,200
QUALCOMM Inc Com USD0.0001
8,000
Silicon Motion Technology Corp ADR USD0.01
28,000
Teradyne Inc Com USD0.13
19,000
Xilinx Inc Com USD0.01

1,115,412
380,650
549,929
538,211
275,029
575,568
928,281

4.68
1.60
2.31
2.26
1.15
2.41
3.89

SOFTWARE - 21.44% (2015: 21.41%)
34,000
Acxiom Corp Com USD0.10
15,200
Akamai Technologies Inc Com USD0.01
15,000
Atlassian Corp PLC Class A Com USD0.10
5,900
Citrix Systems Inc Com USD0.001
21,000
Microsoft Corp Com USD0.00000625
11,200
Pegasystems Inc Com USD0.01
56,000
RADWARE Com ILS0.05
15,000
SS&C Technologies Holdings Inc Com USD0.01
3,000
Ultimate Software Group Inc Com USD0.01

737,426
820,245
292,316
426,439
1,056,076
326,306
660,770
347,186
442,722

3.09
3.44
1.23
1.79
4.43
1.37
2.77
1.46
1.86

567,784

2.38

UNITED STATES - TOTAL

17,783,967

74.61

EQUITIES - TOTAL

21,318,287

89.44

TOTAL VALUE OF INVESTMENTS

22,421,412

94.07

1,839,179

7.72

(426,329)
––––––––––

(1.79)
––––––––––

23,834,262
––––––––––

100.00
––––––––––

EQUITIES: 89.44% (2015: 87.49%) continued

TELECOMMUNICATIONS - 2.38% (2015: 0.80%)
7,250
Arista Networks Inc Com USD0.0001

CASH
OTHER NET LIABILITIES
NET ASSETS ATTRIBUTABLE TO HOLDERS OF REDEEMABLE
PARTICIPATING SHARES AT LAST TRADED PRICES
Analysis of Portfolio (Unaudited)

% of Total Assets*

Transferable securities admitted to an official stock exchange listing or
traded on a regulated market.
Other Assets

*Calculation based on the total assets of the Fund (excluding liabilities). This summary is a UCITS requirement.
Percentages in brackets represent the prior year comparative amounts.
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Remuneration Policy
The Company has approved a remuneration policy which is summarised below. The Company will be held ultimately
responsible for the implementation of the policy.
In the implementation of its policy, the Company will ensure good corporate governance and promote sound and effective
risk management. It will not encourage any risk taking which would be considered inconsistent with the risk profile of the
Company, its Funds, the Instrument or the Prospectus. The Company will ensure that any decisions are consistent with the
overall business strategy, objectives, values and interests of the Company and try to avoid any conflicts of interest which may
arise.
The Company will ensure that the remuneration policy is reviewed internally annually.
Soft Commission Arrangements
There were no soft commission arrangements affecting the Company during the financial year (31 December 2015: Nil).
Securities Financing Transactions Regulation (SFTR)
The Securities Financing Transactions Regulation, as published by the European Securities and Markets Authority, aims to
improve the transparency of the securities financing markets. Disclosures regarding exposure to Securities Financing
Transactions (SFTs) will be required on all reports and accounts published after 13 January 2017. During the financial year
ended 31 December 2016, the Fund did not enter into any Securities Financing Transactions.
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Schedule Of Portfolio Movements
MAJOR PURCHASES*
3,000
5,900
15,000
15,000
14,600
8,000
3,800
30,000
6,000
4,300
10,000

VALUE GBP
Ultimate Software Group Inc Com USD0.01
Citrix Systems Inc Com USD0.001
SS&C Technologies Holdings Inc Com USD0.01
Atlassian Corp PLC Class A Com USD0.10
Tencent Holdings Com HKD0.00002
58.Com Inc ADR USD0.00001
Alibaba Group Holding ADR USD0.000025
Apigee NPV
Criteo SA ADR EUR0.025
Arista Networks Inc Com USD0.0001
Acxiom Corp Com USD0.10

MAJOR SALES*

1,624
30,000
34,000
30,000
7,000
5,000
8,000
6,000
100,000
9,000
12,000
180
40,000
195,000
2,350
3,750
41,100

455,000
412,442
358,070
356,941
304,830
299,951
294,603
282,138
203,212
175,810
144,628

VALUE GBP

Alphabet Inc Class C Com USD0.001
AVG Technologies NV Com EUR0.01
ARM Holdings PLC Com GBP0.0005
Apigee NPV
Proofpoint Inc Com USD0.0001
Apple Inc Com USD0.00001
Silicon Motion Technology Corp ADR USD0.01
Akamai Technologies Inc Com USD0.01
Imagination Technologies Group PLC Com GBP0.10
Taiwan Semiconductor Manufacturing Co Ltd ADR NPV
Micron Technology Inc Com USD0.10
Samsung Electronics Co Ltd Com KRW5000.00
MediaTek Inc Com TWD10.00
Science Applications International Corp Com USD0.0001
Cavium Inc Com USD0.001
Splunk Inc Com USD0.001
Support.com Inc Com USD0.0001

* The above purchases and sales represents the total trading for the year
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803,565
584,249
579,285
414,714
367,399
352,072
335,246
274,194
256,212
200,228
194,013
190,498
184,247
127,388
101,913
40,971
26,249

