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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
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, 1963 to 2013, and the
European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations, 2011 (as
amended) (the “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. The Articles of Association provide
that the Company may offer separate classes of shares, each representing interests in a fund comprising a distinct portfolio
of investments. The Company has 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 multimedia 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:

e Equity shares, convertible shares, debt securities, ARIN’s, depository receipts and investment companies
held in accordance with the Fund’s investment objective and policies;

° 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.

The Administrator shall determine the net asset value per redeemable participating share of the Fund on each dealing day
in accordance with the Articles 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,

Ireland.

Tel +353 (0)1 542 2000

Fax +353 (0)1 542 2920

WW'W.]]01't]'1Cl'l].tl'llSt.L‘0!I'l



HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
BACKGROUND TO THE COMPANY continued

DIVIDENDS
The Fund may declare a distribution in April of each 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 2014.

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
Hel‘a]d Investment Mallagcmellt Lil'l'li[ed serves as Investment Manager PLII'SLIRI'I[' to an investment managemellt
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 year ended 31 December 2014

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 year the
net asset value per Class A share was £27.77. 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 year the net asset value per Class B share was £17.03.

Capital performance* for the twelve months to 31 December 2014

Herald Worldwide Fund NAV (Class A) 15.80%
Herald Worldwide Fund NAV (Class B) 16.09%
Global

MSCI World Information Technology 21.80%
United States

Russell 1000 (Large Cap) Technology 25.80%
Russell 2000 (Small Cap) Technology 14.20%
S&P 500 18.40%
Russell 2000 Small Cap 10.10%
United Kingdom

FTSE Information Technology -0.50%
FTSE Techmark Focus 100 10.20%
FTSE 100 -2.70%
FTSE Small Cap -1.50%
Europe

FTSE Eurotop 300 3.01%
Deutsche Bourse Technology All Share 5.68%
DAX -4,00%
CAC 40 -7.21%
Asia Pacific

KOSDAQ 10.90%
Nikkei 225 0.00%
Hang Seng 7.70%

*All returns are GBP adjusted.
Source: Herald Investment Management Limited, Bloomberg.

Market Summary

The year has been overshadowed by macroeconomic uncertainties. We were worried abourt this at the start of year, but
believed that the asset class had relative attractions. This has proved to be the case. I had not conceived that the oil price
would collapse or that Russia would invade the Ukraine, and had hoped that Europe would not see a triple dip.
Nonetheless in earnings terms the sector has generally delivered to expectations, and the larger capitalisation stocks have
seemed a relative safe haven.

However the year has marked stark divergences within the Herald remit. The strong performance of certain indices has
come from Apple, Microsoft, Intel and TSMC enhanced by the strength of the § relative to £. These companies entered
the year on relatively low multiples, and have been rerated. In 2013 the star performers were internet stocks and
extravagantly valued SAAS (software as a service) companies which had a more subdued 2014. We have long been
investors in Apple which now comprises ¢.17% of the Russell 1000 Index. The Fund however is restricted to holding a
maximum of 10% of its value in any one stock, so the underweight position has been a relative drag on performance. In
contrast the smaller US companies have lagged, rising only 14.2%, and the UK sector has had a difficult year with no
growth in the FTSE IT Index and the AIM Technology Index falling 24.8%, though Europe and Asia have done
somewhat better. Some companies have had stock specific problems, but in general the environment has been benign for
the sector. The US has been the stock market in which to be because the economy has such evident attractions relative
to Europe and Asia: relative political stability, a domestic energy boom and leadership in the Fund's sector. Although the
sector is global it seems cash flows have moved west, and the US accounts for the majority of the Fund’s portfolio.

6
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INVESTMENT MANAGER'S REPORT for the year ended 31 December 2014 continued

Market Summary continued
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United States

The US portfolio performed well with a total return of 24.25%. This is a shade behind the Russell 1000 £ return of
25.8%, but as Apple appreciated 46.4% in £ (compared to a poor year in 2013 when it increased by only 3.4%) and we
held only about half the index weight, this obscured the fact that the rest of the portfolio outperformed the Russell 1000
in sterling terms. On consensus estimates EPS grew 21% in calendar 2014, but Apple reinforced its position as the quality
smartphone manufacturer, with Samsung challenged in many ways, and Apple further exciting people with the prospect
of the iWatch. Microsoft appreciated 32% in £. We are convinced that its cloud solution Azure is a fantastic business,
which will continue to grow, but 2014 did see the end of Windows XP and consequently a rather better replacement year,
which will not recur. Intel similarly rerated with a 48.7% rise in the share price (in £) and $ EPS growth of 22.2%.
Positions in Micron, Akamai, Western Digital, Cadence and Radware all contributed usefully to the portfolio’s
performance. In contrast the sectors which lagged were the leaders in 2013 i.e. the software and internet stocks which
had reached extravagant valuations. The portfolio saw marginal declines in Google, Yelp, Acxiom and Amazon which had
all done well previously.
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INVESTMENT MANAGER'S REPORT for the year ended 31 December 2014 continued

Europe

The Europe (ex UK) portfolio grew by only 1%, the Euro acting as a drag on performance. Whilst disappointing versus
the US the weighting is only 5%. SAP in particular disappointed. It has powerful recurring maintenance revenues, but
emerging companies are using more modern architecture such as Netsuite, so it lacks glamour.

United Kingdom

The UK portfolio grew by only 2.0%. The strategy of holding suppliers as a proxy for Apple has not worked in 2014.
Arm fell 9.5% though Imagination appreciated usefully (+28.7%). IQE was a lemon, falling 24.5%, but appears
unfathomably inexpensive to me as they have become the leading world manufacturer of compound semiconductor
wafers and reassuringly Apple is (indirectly) one of their major customers. On consensus estimates the p/e is ¢.8x with
useful growth. Nothing is as cheap in the US portfolio, but valuations have always diverged. Wolfson's takeover was
positive. I fear that the Fund's holding in Herald Investment Trust, which has been held for many years as a proxy for the
smaller companies, delivered a marginally positive NAV return but a marginally negative share price return because the
discount to NAV widened. Whilst this looks horrible versus the US portfolio, relative to the UK small cap indices Herald
Investment Trust has done well. The Numis small cap index fell 4.8% (total return) but a weighted recurn of the TMT
sectors was worse than that, declining 6.6%. Overall HIT was 1.4% ahead of its comparable indices.

Asia

The Asian portion of the Fund grew by 15.4% (in sterling terms). Taiwan has again generated the returns in Asia with
TSMC rising 34% in £. The Apple effect has been helpful here.

QOutlook

Macroeconomic uncertainties continue, and it is difficult to see a rerating of the large value stocks to the same degree.
Furthermore some of the momentum stocks are on valuations that seem hard to justify, and we are not therefore exposed.
On the other hand a recent visit to the US and meetings with 40 companies boosted confidence that there is still value
to be found. Daily the news reminds us that the internet has grown to an unmanageable degree, and that security will be
an area of inevitable growth both at a crime level, and a geopolitical one. Unfortunately terrorists now have access to
communication methods with capabilities which were until recently available only to the most sophisticated first world
defence.

The sector has been driven this year by: (i) a better PC market after a terrible 2013. 2015 is unlikely to improve as much;
(ii) Apple managing to sustain profitability in the phone and PC markets. There was a sceptical line of thought that
Samsung would come in, copy and destroy Apple’s margins. As enthusiastic users of Apple’s products we were more
confident, and continue to believe that it is crucial that Apple controls its own operating system. Initially that was its sole
proprictary differential, with all other components purchased on the open market. It is evident that, stealthily, Apple are
endeavouring to control more components, in particular using its own processor. The phone market is maturing; the key
to future share price performance will be margins, and marker share. I now fear being underweight less, but still have
immense respect for how Apple run their business. Apple and TSMC have benefited this year at the expense of Samsung,
If anything Apple’s position has strengthened versus a year ago, as Samsung are challenged by the Chinese clones at the
lower end, and through a series of missteps have lost ground at the high end; (iii) the growth of datacentres and hosted
computing. The beauty of this area is that it is a recurring revenue model where growth will continue; (iv) security, where,
as stated above, the wider news says this is an area where investment has to rise; (v) I'T services, which has been a dull
sector in the US and the UK and has almost disappeared from the public markets. The trend has been to packaged
software to avoid bespoke development, and now to hosted solutions, and significantly to India, where costs are lower.
Indeed the Indian IT services sector has been a fantastic growth market. However, for the first time since 2000, anecdotal
evidence suggests that there is salary inflation in IT services in London. In part risk control and security is necessitating
increased IT spend in the financial sector, in part too few people have been trained and in part there is a realisation that
there are considerable inefficiencies in the remoteness of India. Nearshoring has become the new fashion.

The additional area of noise and excitement is the internet of things. This will be a growth driver for a number of
companies, and it is now clearer where: (i) the iWatch and health related personal products are coming; (ii) wireless
controlled lighting — it will be cheaper to have wireless controlled lighting in new builds, and retrofit is inexpensively
possible. This drives demand for ac/dc converters, DSPs, application processors and other components; (iii) remote
monitoring of devices, either through Wi-Fi or cellular SIMs, such as smart metering and automotive tracking.
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INVESTMENT MANAGER'S REPORT for the year ended 31 December 2014 continued

Outlook continued

The oil price collapse may temper the growth of alternative energy, but global warming will be a continued driver, and
there are disruptive developments. Cars continue to be more fuel efficient, wind is cheap, but will be more desirable when

it can be effectively stored to smooth demand through the daily cycle.

Summary

While we were spoilt by valuations in 2008-9, and stocks are not as cheap as they were, the S&P IT average P-E of ¢.19.3x
is still less than 10% higher than the wider market, with better growth prospects. In a competitive world there are
technology companies which have exceptional pricing power and therefore margins. I believe that this is attractive
compared to other asset classes, and I continue to be excited by the prospects.
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Sector Breakdown

BREAKDOWN BY MARKET CAP

31/12/2014 31/12/2013
Large cap (>£2bn) 75% 78%
Mid cap (£0.5bn - 2bn) 21% 13%
Small cap (<£0.5bn) 4% 9%
100% 100%
GEOGRAPHIC BREAKDOWN
31/12/2014 31/12/2013
North America 72% 72%
UK 13% 13%
Asia Pacific 8% 8%
Europe 5% 5%
Cash & Gilts 2% 2%
100% 100%
SECTOR BREAKDOWN
31/12/2014 31/12/2013
Semiconductors 34% 34%
Internet 19% 19%
Software 14% 9%
Networking 11% 11%
Electronics 10% 9%
Storage 6% 9%
Services 2% 4%
Other 4% 5%
100% 100%

Source: Herald Investment Management Limited
January 2015
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
DIRECTORS' REPORT for the year ended 31 December 2014

The Directors present herewith the Annual Report and Audited Financial Statements for the year ended 31 December
2014,

Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report and 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; 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 proper books of account which disclose with reasonable accuracy at any time
the financial position of the Company and to enable them to ensure that the Financial Statements comply with the
Companies Acts, 1963 to 2013, and the European Communities (Undertakings for Collective Investments in
Transferable Securities) Regulations, 2011 (the “UCITS Regulations”). As a UCITS requirement, 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 Custodian Northern Trust Fiduciary Services (Ireland) Limited.

The Directors are also responsible for preparing a Directors’ Report that complies with the requirements of the
Companies Acts, 1963 to 2013.

Corporate Governance Statement

The Board of Directors 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 of Directors has assessed the measures included in the IFIA Code as being consistent with its corporate
governance practices and procedures for the financial year.

Statutory Instrument (“SI”) 450 of 2009 ("SI 450") was published on 18 November 2009 and this transposed the
European Communities (“EU”) Directive 2006/46. This Directive applies to EU domiciled companies and requires
certain disclosures to be included in the Financial Statements/Directors’ Report of listed companies, including a reference
to the corporate governance code to which these companies are subject or voluntarily adopt. These requirements, through
the transposing regulations (SI 450) and amended transposing regulations (SI 83 of 2010), apply to Irish listed companies
for accounting years beginning on or after 18 November 2009.

Although there is no specific statutory corporate governance code applicable to Irish collective investment schemes whose
shares are admitted to trading on the Irish Stock Exchange, the Company is subject to corporate governance practices
imposed by:

(i) The Irish Companies Acts, 1963 to 2013, which are available for inspection at the registered office of the Company,
and may also be obtained at www.irishstatutebook.ie

(i) The Articles of Association of the Company which are available for inspection at the registered office of the
Company at Taney Hall, Eglinton Terrace, Dundrum, Dublin 14, Ireland and at the Companies Registration Office
in Ireland;

(iii) The Central Bank of Ireland in their UCITS Notices and Guidance Notes which can be obtained from the Central
Bank of Ireland’s website at www.centralbank.ie and are available for inspection at the registered office of the
Company; and,

(iv) The Irish Stock Exchange (“ISE”) through the ISE Code of Listing Requirements and Procedures which can be
obtained from the ISE’s website at www.ise.ie.
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DIRECTORS' REPORT for the year ended 31 December 2014 continued

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 directors 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.

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 Articles of Association of the Company and
the Irish Companies Acts 1963 to 2013. 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. Sharcholders 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 general meeting in order to pass a special resolution including
a resolution to amend the Articles of Association.

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 general meeting, the number of Directors may
not be less than two nor more than twelve. Currently, the Board of Directors 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 are not by

the Companies Acts or by the Articles of Association of the Company required to be exercised by the Company in general
meeting.

12
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DIRECTORS' REPORT for the year ended 31 December 2014 continued

Composition and Operation of the Board of Directors and the Committees of the Board of Directors continued

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 year.
The Directors do not anticipate any changes in the structure or investment objective of the Company.

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

There were no significant events during the year, which, in the opinion of the Directors, may have had an impact on the
Financial Statements for the year ended 31 December 2014.

Events Since the 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 year ended 31 December 2014.

Results and Dividends

The results and dividends for the year are set out in the Profit and Loss Account on page 17.

Directors and Secretary

The Directors who held office during the year under review were:
William Baclkhouse LVO (British)

Michael Boyce (Irish)

David Boyle DL (British)

Adrian Waters, Chairman (Irish)

Directors’ Interest in Shares and Contracts

The Directors” interests in shares and contracts are detailed in note 10 on page 30.

Transactions Invelving 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, 1990, at any time during the financial
year.

13
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Books of Account

The Directors believe that they have complied with the requirements of Section 202 of the Companies Act, 1990, with
regard to the books of account by employing accounting personnel with appropriate expertise and by providing adequate
resources to the financial function. The books of account of the Company are maintained at:

Northern Trust International Fund Administration Services (Ireland) Limited
Georges Court,

54-62 Townsend Street,

Dublin 2,

Ireland.

Independent Auditors

In accordance with Section 160 (2) of the Companies Act, 1963, PricewaterhouseCoopers, Chartered Accountants and
Registered Auditors, have signified their willingness to continue in office.

Transactions with connected parties

The Central Bank of Ireland UCITS Notices require that any transaction carried out with the Company by a Promoter,
Investment Manager, Custodian, Investment adviser and/or associated or group companies of these (“connected parties”)
are carried out as if negotiated at arm’s length and are in the best interests of the sharcholders.

The Directors are satisfied that there are arrangements (as evidenced by written procedures) in place to ensure that this
requirement is applied to transactions with connected parties, and that transactions with connected parties during the
year complied with the requirement.

Director

27 February 2015
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CUSTODIAN’S REPORT to the Shareholders of Herald Investment Fund plc (the “Company”)

We have enquired into the conduct of Herald Investment Fund plc (the “Company”) for the year ended 31 December
2014, in our capacity as Custodian to the Company.

This report including the opinion has been prepared for and solely for the shareholders in the Company as a body, in
accordance with the Central Bank of Ireland’s UCITS Notice 4, and for no other purpose. We do not, in giving this
opinion, accept or assume responsibility for any other purpose or to any other person to whom this report is shown.

Responsibilities of the Custodian

Our duties and responsibilities are outlined in the Central Bank of Ireland’s UCITS Notice 4. One of those duties is to
enquire into the conduct of the Company in each annual accounting period and report thereon to the shareholders.

Our report shall state whether, in our opinion, the Company has been managed in that period in accordance with the
provisions of the Company’s Memorandum and Articles of Association and the UCITS Regulations. It is the overall
responsibility of the Company to comply with these provisions. If the Company has not so complied, we as Custodian
must state why this is the case and outline the steps which we have taken to rectify the situation.

Basis of Custodian Opinion

The Custodian conducts such reviews as it, in its reasonable opinion, considers necessary in order to comply with its
duties as outlined in UCITS Notice 4 and to ensure that, in all material respects, the Company has been managed (i) in
accordance with the limitations imposed on its investment and borrowing powers by the provisions of its constitutional
documentation and the appropriate regulations and (i) otherwise in accordance with the Company’s constitutional
documentation and the appropriate regulations.

Opinion
In our opinion, the Herald Investment Fund plc has been managed during the year, in all material respects:

() in accordance with the limitations imposed on the investment and borrowing powers of the Company by the
Memorandum & Articles of Association and by the European Communities (Undertakings for Collective
Investment in Transferable Securities) Regulations, 2011 (as amended) (“the Regulations™); and,

otherwise in accordance with the provisions of the Memorandum & Articles of Association and the Regulations.

—

\_ﬁ\‘-‘\ __‘—H'"k,_-‘-h/_“l:_-___"‘—'—
For and on behalf of:
Northern Trust Fiduciary Services (Ireland) Limited

27 February 2015
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HERALD INVESTMENT FUND PLC
- The Herald Worldwide Fund
INDEPENDENT AUDITORS’ REPORT to the Members of Herald Investment Fund plc

We have audited the financial statements of Herald Investment Fund plc for the year ended 31 December 2014 which
comprise the Profit and Loss Account, the Balance Sheet, the Statement of Changes in Net Assets Attributable to Holders
of Redeemable Participating Shares and the related notes for the company and the Schedule of Investments, The
financial reporting framework that has been applied in their preparation 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).

Respective responsibilities of directors and auditors

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 giving a true and fair view. Our responsibility is to audit and express an
opinion on the financial statements in accordance with Irish law and International Standards on Auditing (UK and
Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Section 193 of the Companies Act, 1990 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from marerial misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the company’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the Annual Report to identify material inconsistencies with the audited financial statements and to
identify any information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge
acquired by us in the course of performing the audit. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

*  give a true and fair view in accordance with Generally Accepted Accounting Practice in Ireland of the state of the
company’s affairs as at 31 December 2014 and of its results for the year then ended; and

*  have been properly prepared in accordance with the requirements of the Companies Acts 1963 to 2013 and the
European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011 (as
amended).

Matters on which we are required to report by the Companies Acts 1963 to 2013

] We have obtained all the information and explanations which we consider necessary for the purposes of our audit.
*  In our opinion proper books of account have been kept by the company.

*  The financial statements are in agreement with the books of account.

] In our opinion the information given in the Directors’ Report is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the provisions in the Companies Acts 1963 to 2013 which require us to report
to you if, in our opinion, the disclosures of directors’ remuneration and transactions specified by law are not made.

nne Kelly g
r and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Audit Firm
Dublin

27 February 2015
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HERALD INVESTMENT FUND PLC
- The Herald Worldwide Fund

PROFIT AND LOSS ACCOUNT for the year ended 31 December 2014

Year ended Year ended
31 December 2014 31 December 2013
Note GBP GBP
Income
Operating income 3 175,743 177,338
Net gains on financial assets and liabilidies
at fair value through profit or loss 4 3,085,589 3,118,628
Total investment income 3,261,332 3,295,966
Operating expenses 5 (395,445) (430,350)
Expense reimbursement
from investment manager 9 18,804 10,213
Profit for the year before tax 2,884,691 2,875,829
Non-reclaimable withholding rax (47,591) (41,884)
Increase in net assets attributable
to holders of redeemable participating
shares at bid prices 2,837,100 2,833,945
Adjustment from bid to last traded prices 26,552 (2,8006)
Increase in net assets attributable to
holders of redeemable participating shares
from operations at last traded prices 2,863,652 2,831,139

There are no recognised gains or losses arising in the period other than the increase in net assets attributable to holders of redeemable
participating shares of the Company. In arriving at the results of the financial period, all amounts above relate to continuing
operations.

The accompanying notes form an integral part of the Financial Statements.

Director

Director

27 February 2015
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
BALANCE SHEET as at 31 December 2014

As at

31 December 2014

Note
ASSETS
Cash and bank balances 6
Debrors

Financial assets at fair value through profit or loss

TOTAL ASSETS

LIABILITIES
Creditors - amounts falling due within one year

Net assets attributable to holders
of redeemable participating shares at bid prices

Adjustment from bid to last traded prices

Net assets attributable to holders
of redeemable participating shares at last traded prices

The accompanying notes form an integral part of the Financial Statements.

oard of Director

On behalf of the

Director .\
pirctor " C g G P>

27 February 2015
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GBP

454,362
24,967

20,327,596

20,806,925

(201,520)

20,605,405

35,738

20,641,143

As at
31 December 2013
GBP

550,714
13,254
18,679,535

19,243,503

(230,7006)

19,012,797

9,186

19,021,983



HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
Statement of Changes in Net Assets Attributable to Holders of Redeemable Participating Shares
for the year ended 31 December 2014

Net assets attributable to holders
of redeemable participating shares
at beginning of year

Increase in net assets atcributable
to holders of redeemable participating shares
resulting from operations

Amounts received on issue of redeemable
participating shares

Amounts paid on redemption of
redeemable participating shares

Decrease in net assets resu]ting
from share transactions

Net increase 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 Financial Statements.
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Year ended
31 December 2014
GBP

19,021,983

2,863,652

262,398

(1,506,890)

(1,244,492)

1,619,160

20,641,143

Year ended
31 December 2013
GBP

16,826,974

2,831,139

324,280

(960,410)

(636,130)

2,195,009

19,021,983



HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2014

1. Significant Accounting Policies
a) Basis of preparation

These Financial Statements have been prepared in accordance with Generally Accepted Accounting Practice in Ireland and
Irish statute comprising the Companies Acts, 1963 to 2013, and the European Communities (Undertakings for Collective
Investment in T{')ans erable Securities) Regulations, 2011 (the “UCITS Regulations”). Accounting standards generally
accepted in Ireland in pre|i)aring Financial Statements giving a true and fair view are those published by the Institute of
Chartered Accountants in Ireland and issued by the Financial Reporting Council ("FRC").

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 the profic or loss.

The preparation of Financial Statements requires management to make judgements, estimates and assumptions that affect
the application of policies and the rch)rred amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates. The accounting policies have
been applied consistently by the Company and are consistent Wil’f] those in the previous year.

The information required by Financial Reporting Standard (FRS) No. 3 "Reporting Financial Performance”, to be included

in a Statement of Total Recognised Gains and Losses, and a Reconciliation of Movements in Shareholders' Funds is, in the

opinion of the Directors, contained in the Profit and Loss Account and Statement of Changes in Net Assets Attributable to
olders of Redeemable Participating Shares.

The Company has availed of the exemption available to open-ended investment companies under FRS 1 not to prepare a
Cash Flow Statement.

b) Investments
(i) Classification and Recognition

The financial assets and financial liabilities at fair value through profit or loss comprise of:

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 of Directors 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.

(ii) Measurement

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.

(iii) Fair value measurement principles

Investments listed on a recognised exchange or traded on any other organised active market are valued at fair value. The close
of business price on the principal exchange or market for such instruments, being a quoted bid price, is taken as the best
evidence of fair value. For investments acquired or traded at a premium or discount outside or off the relevant exchange, or
on an over the counter market, these may be valued taking into account such a premium or discount as at the date of valuation
of the investment.

If for specific investments the close of business bid 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.
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2014 continued

1. Significant Accounting Policies contined
c) 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.

d) Income

Dividends are recognised as income on the dates the securities are first quoted "ex dividend” to the extent that information
thereon is reasonab%y 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.
e) Payables

Payables are recognised initially at fair value and subsequently stated at amortised cost usin% the effective interest method.
The difference between the proceeds and the amounts payable are recognised over the year of the payable using the effective
interest method.

f) 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.

g) 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.

h) 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 put back to the Company 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 payalgle at the balance sheet date if the
holder exercises the right to put the share back to the Company.

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 with the total number of outstanding redeemable shares. In accordance with
the provisions of the Company’s regulations, 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.

All issued redeemable shares are fully paid and have been admitted to the official listin of the Irish Stock E};chanie. 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.

i) 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 of Directors considers the GBP as the currency that most éithfully represents the economic
effects of the underlying transactions, events and conditions. The Financial Statements are presemec{)in GBP, which is the
Fund’s functional and presentation currency.
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2014 continued

1. Significant Accounting Policies continued
i) Foreign Exchange continued
(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 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 As at

31 December 2014 31 December 2013

Euro 1.2886 1.2020
Korean Won 1,713.8496 1,747.9234
US Dollars 1.5592 1.6562
Taitwan Dollars 49,2754 49.3620

j) 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. However, as stated in Note 1 EFlt accounting policy of the Company for the purpose of compliance with FRS
26 and for reporting purposes is to value its investments at the relevant bid/ask market prices on the balance sheet date. As
at 31 December 2014 and 31 December 2013, the difference between the valuation ofPinvestments stated in the Financial
Statements and the valuation methodology indicated in the offering memorandum, results in an adjustment in the value of
investments as noted in the Balance Sheet.

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 tﬁe shareholder exercised the right to redeem shares in the Fund. Consequently, the
difference described above adjusts the carrying amount of the net assets attributable to redeemable shareholders. The
cumulative differences are included as “Adjustment from bid to last traded prices” in the Balance Sheet. The movement in
the adjustment year on year is included in the Profit and Loss Account.

k) 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.

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 instruments consist of cash, equities 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 l'iSl){, 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,

(1ii) 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.
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2014 continued

2. Financial Risk Management continued

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 Custodian monthly.

The Company is subject to a number of investment restrictions imposed by external regulators or self-imposed by its

j _ el i Y. & ) sl
prospectus and Memorandum and Articles of Association. 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 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 32 to 33. 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 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 2014 The Fund (Class A)
returned 15.80% (31 December 2013: 17.0%) while the USD denominated MSCI World IT Index, a global technology
index, returned 21.80% in sterling terms (31 December 2013: 24.7%). Based on the NAV of the Fund as at 31 December
2014, and this historic one-year sensitivity analysis, if the MSCI World IT Index increased by 10% in sterling terms, the
Fund would increase by 8.8% (31 December 2013: increase by 8.5%), resulting in a gain of GBP1,816,421 (gain of
GBP1,616,869 based on 31 December 2013 NAV and sensitivity of the Fund). If the MSCI World IT index decreased by
10% in sterling terms then the reverse would apply.

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.
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2014 continued

2. Financial Risk Management continued
A. Market Risk contined
(ii) Interest Rate Risk

The Company did not employ leverage and did not borrow for liquidity purposes in the year ended 31 December 2014 or
31 December 2013. 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 marker 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 USD is weak, portfolio holdings in UK
companies with USD revenues and sterling costs would significantly be affected.

Exposure to currency risk through asset allocation by currency of listing is indicated below — all figures are stated in GBP.

31 December 2014

Financial Assets EUR KRW USD TWD

Non-monetary assets
Financial assets held at fair

value through profit or loss 1,033,460 425,533 15,583,898 623,151

31 December 2013

Financial Assets
Non-monetary assets
Financial assets held at fair

value through profit or loss 1,035,220 517,111 14,068,095 585,733

Foreign Currency Risk — Sensitivity Analysis

Companies whose cost base diverges in currency terms from its 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 2014 and 31 December 2013, 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. Exposure to Foreign Currency
Risk on monetary assets is not considered significant at 31 December 2014 or 31 December 2013.

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.
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2014 continued

2. Financial Risk Management continued
B. Credit Risk continued

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 (NTC). Cash deposited with
NTC is deposited as banker and is held on its Statement of Financial position. Accordingly, in accordance with usual banking
practice, NTC 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 NTC. The financial assets are held with the Custodian, Northern Trust Fiduciary Services (Ireland)
Limited. These assets are held distinct and separately from the proprietary assets of the Custodian. Securities are clearly
recorded to ensure they are held on behalf of the Company. Bankruptcy or insolvency of the Custodian and or one of its
agents or affiliates may cause the Company rights with respect to the securities held by the Custodian to be delayed.

Both Northern Trust Fiduciary Services (Ireland) Limited and the Northern Trust Company, London Branch are wholly
owned subsidiaries of Northern Trust Corporation.

As at 31 December 2014 Northern Trust Corporation had a long term rating from Standard & Poor’s A+ (31 December
2013: A+).

Risk is managed by monitoring the credit quality and financial positions of the Custodian 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 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 2014 or 31 December 2013.

The Company is an open-ended 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.

In practice, liquidity in investee companies is imperfect, particularly those with a markert value of less than £100 million. To
reduce this 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 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 particularly
to each investment.

All of the Company's liabilities at 31 December 2014 and 31 December 2013 are repayable within one month.

Fair Value Disclosure

FRS 29 'Financial Instruments: Disclosures' requires disclosure relating to the fair value hierarchy in which fair value

measurements are categorised for assets and liabilities in the Balance Sheet.
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HERALD INVESTMENT FUND PLC

- The Herald Worldwide Fund
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2014 continued

2. Financial Risk Management continued
Fair Value Disclosure continued

The disclosures are based on a three-level fair value hierarchy for the inputs used in the valuation techniques to measure fair
value.

The fair value of financial assets and liabilities traded in an active market (such as trading securities) are based on quoted
market prices at the close of trading on the year end date. The quoted market price used for financial assets held by the Fund
is the current bid price; the appropriate quoted market price for financial liabilities is the current asking price.

A financial instrument is regarded as quoted in an active market if the quoted prices are readily and regularly available from
an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm's length basis.

The fair value of financial assets and liabilities that are not traded in an active market is determined by using valuation
techniques. The Fund uses a variety of methods and makes assumptions that are based on market conditions existing at the
year-end date.

FRS 29 requires the Fund 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:

- Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, eicher directly (that is,
as prices) or indirectly (that is, derived from prices) (Level 2);

- Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (Level 3).

The following is a summary of the fair valuations according to the inputs as at 31 December 2014 and 31 December 2013
in valuing the Fund's assets and liabilities.

31 December 2014

Assets Level 1 Level 2 Level 3 Total
GBP GBP GBP GBP

Financial Assets designated

at fair value through

profit or loss at inception

Equity securities 19,510,096 - - 19,510,096
Exchange traded investment funds 817,500 - - 817,500
Total Assets 20,327,596 - - 20,327,596

31 December 2013

Assets Level 1 Level 2 Level 3 Total
GBP GBP GBP GBP

Financial Assets designated

at fair value through

profit or loss at inception

Equity securities 17,823,285 - - 17,823,285
Exchange traded investment funds 856,250 - = 856,250

Total Assets 18,679,535 - - 18,679,535

There were no significant transfers between Level 1 and Level 2 during the year.

There were no Level 2 or 3 securities held at year end 31 December 2014 (31 December 2013: Nil).
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3. Operating income

Year ended Year ended
31 December 2014 31 December 2013
GBP GRBP
Interest income 109 -
Dividend income 175,634 177,338
175,743 177,338
4. Net gains on Financial Assets and Liabilities at Fair Value Through Profit or Loss
Year ended Year ended
31 December 2014 31 December 2013
GBP GBP
Realised gains on sale of investments 967,391 64,364
Net currency (losses)/gains (4,455) 11,282
Ner change in unrealised appreciation on investments 2,122,653 3,042,982
3,085,589 3,118,628
5. Operating Expenses
Year ended Year ended
31 December 2014 31 December 2013
GBP GBP
Administration fees 78,000 67,193
Auditors’ fees 15,272 16,372
Custody fees 2,761 3,224
Directors’ fees 26,260 27,000
Investment Management fees 155,389 136,835
Performance fees 99,804 115,207
Other expenses 17,959 64,519
395,445 430,350
6. Cash and Bank Balances
Year ended Year ended
31 December 2014 31 December 2013
GBP GBP
Northern Trust Fiduciary Services (Ireland) Limited 454,362 550,714

7. Share Capital

The share capital of the Company shall at all times equal the nct 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
books 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.
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7. Share Capital continued
Subscriber Shares

As at 31 December 2014, the Company has issued 7 subscriber shares (31 December 2013: 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 Year ended Year ended
31 December 2014 31 December 2013
Number of Class A Shares issued and fully paid

Balance at beginning of year 712,185 733,695
Issued during year 5,322 9,873
Redeemed during year (53,487) (31,383)
Total number of Class A Shares in issue ar end of year 664,020 712,185
Year ended Year ended
31 December 2014 31 December 2013

Number of Class B Shares issued and fully paid
Balance at beginning of year 132,384 142,975
Issued during year 8,804 7,025
Redeemed during year (11,928) (17,616)
Tortal number of Class B Shares in issue at end of year 129,260 132,384

As at 31 December 2014, one shareholder held 36.28% of the issued share capital of the Company (31 December 2013:
34.08%).

8. Net Asset Value

As at As at As at

31 December 2014 31 December 2013 31 December 2012

Net Asset Value Class A share 18,439,278 17,079,423 15,044,302

Net Asset Value Class B share 2,201,865 1,942,560 1,782,672

Net Asset Value per Class A share 27.77 23.98 20.50

Net Asset Value per Class B share 17.03 14.67 12.47
9. Fees

Investment Management

The Investment Manager will receive an investment management fee (expressed as a percentage of the Fund’s net asset value
attriburtable 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 GBP14,863 were payable at 31 December 2014 (31
December 2013: GBP13,155).

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 2014. The expense reimbursement at 31 December
2014 is GBP18,804 (of which GBP12,000 related to administration fees reimbursements) (31 December 2013:
GBP10,213).
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9. Fees continned
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 year was GBP23.98 and the closing GBP27.77. To date the previous highest NAV per class A share at a
financial year end was reached on 31 December 2013 when the NAV was GBP23.98 per Share. Therefore, a performance
fee on the Class A Shares of GBP99,804 (31 December 2013: GBP115,207) was earned for the year ended 31 December
2014. 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 GBP5,000 per month per fund (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 assct value of the Fund on each dealing day. The Administrator shall be reimbursed any reasonable out-
of-pocket expenses incurred. In addition, fees of GBP12,000 were reimbursed by the Investment Manager to the Fund
during the year (31 December 2013: Nil). Fees of GBP31,279 were payable at 31 December 2014 (31 December 2013:
GBP11,030).

Transaction costs

Transaction costs of the Fund were GBP18,608 for year ended 31 December 2014 (31 December 2013: (GBP26,838) and
are included in Net gains/(losses) on financial assets and liabilities at fair value through profit or loss.

Custodian Fee

The Custodian will be entitled to receive out of the assets of each Fund an annual fee, accrued daily and payable monthly
in arrears, based on the number of transactions and the net asset value of the Fund, of up to 0.015 per cent per annum of
the net asset value of the Fund. In addition, the Custodian will be reimbursed any reasonable out of pocket expenses and
shall be reimbursed all sub-custodial and transactional fees and expenses which will be charged at normal commercial rates.
Fees of GBP1,009 were payable at 31 December 2014 (31 December 2013: GBP534).

10. Related Party Transactions

Financial Reporting Standard 8 "Related Party Transactions” (FRS 8) 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
ple. At 31 December 2014, the number of shares held was 91,530 (31 December 2013: 91,530).
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10. Related Party Transactions continited

Directors’ Interests in Shares and Contracts

31 December 2014 31 December 2013

Class A Shares Class B Shares

William Backhouse and connected persons 12,597.47 12,597.47
David Boyle and connected persons 12,182.21 12,182.21

None of the Directors other than those listed above who held office at the 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 ple. At 31
December 2014 the fair value of this investment was GBP817,500 (31 December 2013: GBP856,250).

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.

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 sharcholders 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 sharcholders.

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:

Shares in Issue Year ending Year ending
31 December 2014 31 December 2013

EUR EUR

Statutory audit of company accounts 16,000 16,000

Other Assurance Services - g
Tax Advisory Services = -
Other non-audit services = _

16,000 16,000

The remuneration above is quoted in EUR and is exclusive of VAT. At year end closing rate and including VAT the statutory
audit of company accounts amount is GBP15,272 (31 December 2013: GBP16,372).
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13. Soft Commission Arrangements

There are no soft commission arrangements affecting the Company during the year.

14. Distributions

There were no distributions declared during the years ended 31 December 2014 or 31 December 2013.
15. Significant events during the year

There were no significant events during the year, which, in the opinion of the Directors, may have had an impact on the
Financial Statements for the year ended 31 December 2014.

16. 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 year ended 31 December 2014.

17. Approval of Financial Statements

The Financial Statements were approved by the board on 27 February 2015.
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NOMINAL SECURITY NAME VALUE GBP FUND%
EQUITIES: 98.49% (2013: 98.20%) ' o '

GERMANY - 5.01% (2013 : 5.44%)

INTERNET - 2.82% (2013 : 2.71%)

20,000 United Internet AG Com NPV 580,948 2.82
SOFTWARE - 2.19% (2013 : 2.73%)

10,000 SAP AG Class A Com NPV 452,512 2.19
GERMANY - TOTAL 1,033,460 5.01
REPUBLIC OF SOUTH KOREA - 2.06% (2013 : 2.72%)

ELECTRICAL COMPONENTS ¢ EQUIPMENT - 0.00% (2013 : 0.45%)

SEMICONDUCTORS - 2.06% (2013 : 2.27%)

550 Samsung Electronics Co Ltd Com KRW5000.00 425,533 2.06
REPUBLIC OF SOUTH KOREA - TOTAL 425,533 2.06
TATWAN - 6.36% (2013 : 5.74%)

SEMICONDUCTORS - 6.36% (2013 : 5.74%)

195,000  Epistar Corp Com TWD10.00 248,522 1.20
40,000 Media Tek Inc Com TWD10.00 374,629 1.82
48,000 Taiwan Semiconductor Manufacturing Co Ltd ADR NPV 688,639 3.34
TATWAN - TOTAL 1,311,790 6.36
UNITED KINGDOM - 12.89% (2013 : 13.00%)

INVESTMENT FUNDS - 3.96% (2013: 4.50%)

125,000 Herald Investment Trust PLC NPV 817,500 3.96
COMPUTERS - 1.23% (2013 : 0.88%)

194,216 Phoenix IT Group Ltd Com GBP0.01 254,423 1.23
SEMICONDUCTORS - 6.60% (2013: 6.91%)

34,000 ARM Holdings PLC Com GBP0.0005 338,300 1.64
317,322 Imagination Technologies Group PLC Com GBP0.10 725,081 3.51
1,230,000 IQE PLC Com GBP0.01 215,250 1.04
2,000,000 Toumaz Lid Com GBP0.0025 85,000 0.41
TELECOMMUNICATIONS - 1.10% (2013: 0.71%)

200,000 Bango PLC Com GBP0.20 226,000 1.10
UNITED KINGDOM - TOTAL 2,661,554 12.89
UNITED STATES - 72.17% (2013 : 71.30%)

COMMERCIAL SERVICES - 0.92% (2013 : 0.86%)

4,112 Leidos Holdings Inc Com USD0.0001 114,690 0.56
2,350 Science Applications International Corp Com USD0.0001 74,648 0.36
COMPUTERS - 16.72% (2013 : 12.71%)

24,415 Apple Inc Com USD0.00001 1,728,349 8.37
50,000 Cadence Design Systems Inc Com USDO0.01 607,985 2.95
15,700 EMC Corp/MA Com USDO0.01 299,551 1.45
10,000 Nimble Storage Inc Com USD0.001 176,303 0.85
9,000 Western Digital Corp Com USDO0.01 638,903 3.10
ELECTRONICS - 1.36% (2013 : 1.11%)

20,000 Jabil Circuit Inc Com USD0.001 279,750 1.36
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VALUE GBP

NOMINAL SECURITY NAME FUND%
EQUITIES: 98.49% (2013: 98.20%) continued

UNITED STATES - 72.17% (2013 : 71.30%) continued

INTERNET - 12.48% (2013: 13.43%)

2,000 Amazon.com Inc Com USDO0.01 398,076 1.93
7,500 F5 Networks Inc Com NPV 627,225 3.04
1,620 Google Inc Class A Com USD0.001 551,262 2.67
1,620 Google Inc Class C Com USDO0.001 546,899 2.65
1,000 Splunk Inc Com USD0.0001 37,794 0.18
47,100 Support.com Inc Com USD0.0001 63,132 0.31
10,000 Yelp Inc Com USDO0.000001 350,938 1.70
SEMICONDUCTORS - 20.11% (2013: 24.09%)

7,000 Altera Corp Com USD0.001 165,836 0.80
7,500 Cavium Inc Com USDO0.001 296,922 1.44
38,000 Intel Corp Com USD0.001 884,412 4,28
43,000 Micron Technologies Inc Com USD0.01 965,483 4.68
80,000 PMC - Sierra Inc Com USD0.001 469,970 2.27
10,200 QUALCOMM Inc Com USD0.0001 486,172 2.36
28,000 Teradyne Inc Com USD0.13 355,376 1.72
19,000 Xilinx Inc Com USDO0.01 527,382 2.56
SOFTWARE - 20.58% (2013 : 19.10%)

24,000 Acxiom Corp Com USDO0.10 311,996 1.51
20,200 Akamai Technologies Inc Com USD0.01 815,514 3.95
30,000 AVG Technologies NV Com EURO0.01 379,798 1.84
14,750 Check Point Software Technologies Ltd Com USDO0.01 742,679 3.60
21,000 Microsoft Corp Com USD0.00000625 625,589 3.03
11,200 Pegasystems Inc Com USDO.01 149,190 0.72
14,000 Pmofpoint Inc Com USD0.0001 432,952 2.10
56,000 RADWARE Ltd Com ILS0.05 790,483 3.83
UNITED STATES - TOTAL 14,895,259 7217
EQUITIES - TOTAL 20,327,596 98.49
TOTAL VALUE OF INVESTMENTS 20,327,596 98.49
CASH 454,362 2.20
OTHER NET LIABILITIES (176,553) (0.806)
NET ASSETS ATTRIBUTABLE TO HOLDERS OF REDEEMABLE

PARTICIPATING SHARES AT BID PRICES 20,605,405 99.83
Adjustment from bid market prices to last traded prices 35,738 0.17
NET ASSETS ATTRIBUTABLE TO HOLDERS OF REDEEMABLE

PARTICIPATING SHARES AT LAST TRADED PRICES 100.00

Analysis of Total Net Assets

Transferable securities admitted to an official stock exchange listing or
traded on a regulated marker.
Other Net Asscts

Percentages in brackets represent the prior year comparative amounts.

The industry groups are based on the Bloomberg Level I classification.
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SCHEDULE OF PORTFOLIO CHANGES (Unaudited) for the year ended 31 December 2014

MAJOR PURCHASES VALUE GBP
206,667 Imagination Technologies Group PLC Com GBP0.10 424,045

14,000 Proofpoint Inc Com USD0.0001 366,858

10,000 Nimble Storage Inc ComUSDO0.001 218,527

100,000 Bango PLC Com GBP0.20 112,561

69,216 Phoenix IT Group Ltd Com GBP0.01 62,904

MAJOR SALES VALUE GBP
10,000 QUALCOMM Inc Com USD0.0001 459,216

84,000 Atmel Corp Com USDO0.001 394,557

60,000 LSI Corp Com USDO0.01 394,330

10,000 Check Point Software Technologies Ltd Com USD0.01 375,201

11,000 Skyworks Selutions Inc Com USD0.25 242,932

100,000 Wolfson Microelectronics PLC Com GBP0.001 235,000

21,000 ARM Holdings PLC Com GBP0.0005 193,175

2,500 Apple Inc Com USD0.00001 137,058

8,613 Tessera Technologies Inc Com USDO0.001 111,238

2,200 LG Electronics Inc Com KRWS5000.00 81,406
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