HERALD INVESTMENT FUND plc

ANNUAL AUDITED REPORT
for year ended 31 December 1999

HERALD INVESTMENT FUND PLC
- The Herald Worldwide Fund
ANNUAL AUDITED REPORT for year ended 31 December 1999

General Information

3

Directors' Report

5

Statement of Directors' Responsibilities

7

Auditors' Report

8

Custodian's Report

9

Investment Manager's Report

10

Portfolio of Investments

16

Portfolio Changes

21

Statement of Total Return

23

Statement of Movements in Shareholders' Funds

23

Balance Sheet

24

Notes to the Financial Statements

25

Other Information

31

HERALD INVESTMENT FUND PLC
GENERAL INFORMATION
The following information is derived from and should be read in conjunction with the full text and definitions section of the
Prospectus.
Herald Investment Fund plc (the ''Company'') was incorporated on 12 February 1998 as an open ended, variable capital investment company under the laws of the Republic of Ireland and is listed on the Irish Stock Exchange. The Company is organised
in the form of an umbrella fund under the European Communities (Undertaking for Collective Investment in Transferable
Securities) Regulations, 1989 ("UCITS Regulations, 1989").
The Articles of Association provide for separate funds, each representing interests in defined portfolios of assets and liabilities
which may be established from time to time with prior approval of the Central Bank of Ireland (the "Bank''). The Company
has obtained approval from the Bank for the establishment of The Herald Worldwide Fund (the "Fund") and this Fund was
launched on 3 April 1998.

INVESTMENT OBJECTIVE
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 objectives, the Company may hold a number of financial instruments which comprise:
* Equity shares 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; and
* Forward exchange contracts. These are held in accordance with the Company's investment objectives and policies.

RISKS ARISING FROM FINANCIAL INSTRUMENTS
The main risks arising from the Company's financial instruments are set out below.

Political and/or Regulatory risks
The value of the Company's assets may be affected by uncertainties such as international political developments, changes in government policies, taxation, restrictions on foreign investment and currency repatriation, currency fluctuations and other developments in the laws and regulations of countries in which investment may be made. Furthermore it should be noted that the
legal infrastructure and accounting, auditing and reporting standards in certain countries in which investment may be made do
not provide the same degree of investor protection or information to investors as would generally apply in major securities markets. In particular the Company may be exposed to risks of expropriation, nationalism and confiscation of assets and changes
in legislation relating to the permitted level of foreign ownership.
Currency risk
The base currency of the Company is Sterling, whereas investments may be acquired in a wide range of currencies, some of
which may not be freely convertible currencies. It may not be practical or possible to hedge against the consequent currency risk
and in certain instances the Investment Manager may not consider it desirable to hedge against such a risk. The Investment
Manager will enter into hedging transactions at its sole discretion and solely for the purposes of efficient portfolio management.
Market risk
Some of the recognised exchanges on which the Company may invest may prove to be illiquid or highly volatile from time to
:ime and this may affect the price at which the Company may liquidate positions to meet repurchase requests or other funding
-equirements. The trading and settlement practices on some of the recognised exchanges on which the Company may invest
nay not be the same as those in more developed markets, which may increase settlement risk and/or result in delays in realisng investments made by the Company. Where the Company acquires or values securities on the over-the-counter market there
s no guarantee that the Company will be able to realise such securities at that valuation price due to the nature of the over-theounter market.
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GENERAL INFORMATION continued
PRICES
The price for buying and selling Shares in the Fund is represented by the Net Asset Value per Share. An initial charge of u p
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 st
scription for shares and 1% in respect of repurchases made within two years of subscription.

DEALING
Subscriptions and Repurchases of Shares may be made on a Dealing Day. Unless otherwise determined by the Directors, ev
second and fourth Thursday of each month which is a Business Day, or the next succeeding Business Day if the foregoing is
a Business Day, shall be a Dealing Day.

The Administrator shall determine the Net Asset Value per Share of the Fund on each Dealing Day in accordance with
Articles and by reference to the last quoted trade prices as of close of business on the relevant market on the Business D ay I
ceding the Dealing Day.

Applications for Shares and repurchase orders must be received by the Administrator by 5:00pm (Irish time) on the Bush
Day preceding any Dealing Day. Applications received after 5:00pm (Irish time) will be dealt on the next succeeding Deal
Day. Applications should be made to the Administrator:
Deutsche International Fund Services (Ireland) Limited
George's Dock House
International Financial Services Centre
Dublin 1
Ireland
Tel:
Fax:

+ 353-1-6076300
+ 353-1-6076489

SUBSCRIBER SHARES
As at 31 December 1999, the Company has issued 7 subscriber shares. The holders of these shares are not entitled to divid
or any surplus of assets over liabilities upon the winding-up of the Company. They are thus described in the financial s
ments by way of this note only.

DIVIDENDS
It is proposed that the Company will pay a distribution in respect of the Fund in April of each year in an amount not less
85 per cent of the Fund's net income, where sufficient net income is available for distribution.

MINIMUM SUBSCRIPTION
The minimum initial investment requirement of the Fund is GBP 10,000 and each subsequent investment must be a mini
of GBP5,000.
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DIRECTORS' REPORT for the year ended 31 December 1999 continued

Auditors
The auditors, PricewaterhouseCoopers, have indicated their willingness to continue in office in accordance with Section 160(2
of the Companies Act, 1963.

Distributor Status

It is intended that application be made for certification of the Company as a distributing fund within the meaning of the United
Kingdom Income and Corporation Taxes Act, 1988 in respect of the year ended 31 December 1999.
On behalf of the Board of Directors
Mr Alan Jeffers
Mr Paul McNaughton
Date : 25 February 2000

HERALD INVESTMENT FUND PLC
DIRECTORS' REPORT for the year ended 31 December 1999
The Directors present herewith their report together with the audited financial statements for the year ended 31 Decembe]
1999.
Results and Business Activities
The results of operations for the year are set out in the Statement of Total Return on page 23.
Dividends
A dividend of 6.25p per Share was paid on 6 April 1999, in respect of the period ended 31 December 1998. No dividend i
proposed for the year ended 31 December 1999.
Directors
The directors of the Company are as follows:
Alan Jeffers (Irish)
Mr Jeffers (Chairman) is a chartered accountant and former council member of the Institute of Chartered Accountants i
Ireland. Mr Jeffers was previously Managing Director of Avenue Investment Company, a venture capital investor in Irelanc
and Financial Controller and Assistant Managing Director of Jefferson Smurfit Group plc from 1968 to 1973. He is a directc
of Hibernian Group plc, Banking Automation Limited and several biotechnology companies and companies operating in th
International Financial Services Centre.

William Backhouse (British)
Mr Backhouse is a chartered accountant. He joined the corporate finance department of Barings in 1970 and from 1984 um
he retired in 1993, he was a director of Baring Asset Management. He is a director of Fleming Worldwide Income Investmet
Trust plc and Essex Rivers Healthcare NHS Trust. He is a member of the Investors' Committees of Lionbrook. Proper,
Partnership and BH&S Residential Property Fund. He is also Treasurer of King Edward's Hospital Fund for London. 1\/
Backhouse is the non-executive chairman and a shareholder of Herald Investment Management Limited.
David Boyle (British)
Mr Boyle worked for Morgan Grenfell from 1965 to 1982 in a number of capacities including corporate finance and, fro
1977, asset management. In 1982, he joined the investment management subsidiary of Rowe & Pitman and, following t'
firm's merger with Mercury Securities in 1988, became a director of Mercury Asset Management Limited. He retired in 1 9'
but is now a director of Mercury Asset Management Pension Trustee Company Limited. He is also a director and chairman
the Audit Committee of Lorien plc, a listed management solutions and IT resourcing company.
Paul McNaughton (Irish)
Mr McNaughton is Chief Executive of Deutsche International (Ireland) Limited, which is the holding company of all
Deutsche International companies in Ireland. In addition, Mr McNaughton is a director of a number of Irish based investm,
companies. Mr McNaughton was Lending Manager for the Irish Bank of Commerce during the period from 1985 to 1987 2
held several senior management positions with the Investment Bank of Ireland from 1987 to 1991 including General Maria
of its IFSC companies.
Directors' and Secretary's Interests in Shares and Contracts
The number of shares held by directors at the year end was as follows
William Backhouse and connected persons
7,000.00 Shares
David Boyle and connected persons
12,182.21 Shares
None of the other Directors had interests in the Shares of the Company at 31 December 1999 or at any time during the flu
cial period. None of the Directors has a service contract with the Company.
Significant Events since the Year End
The Company issued a supplemental prospectus on 2 February 2000 which extended the Stock Exchanges and Regul
Markets on which the company may invest.
On 26 January 2000, William Backhouse and connected persons acquired a further 803.40 Shares in The Herald World
Fund.
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STATEMENT OF DIRECTORS' RESPONSIBILITIES
Irish company law requires the Directors to prepare financial statements for each financial year which give a true and fair view
of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing those financial
statements, the Directors are required to:
* select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent;
* prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Company will continue in business.
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 are prepared in accordance with
accounting standards generally accepted in Ireland and comply with the Irish Companies Acts, 1963 to 1999 and the UCITS
Regulations, 1989. They are also responsible for safeguarding the assets of the Company and in fulfilment of this responsibility, they have entrusted the assets of the Company to the Custodian for safekeeping in accordance with the Memorandum and
Articles of Association of the Company. The Directors are responsible for taking reasonable steps for the prevention and detection of fraud and other irregularities.

On behalf of the Board of Directors
Mr Alan Jeffers
Mr Paul McNaughton

HERALD INVESTMENT FUND PLC

AUDITORS' REPORT to the Shareholders of Herald Investment Fund plc
We have audited the accounts and related notes set out on pages 23 to 30 and the Portfolio of Investments on pages 16 to
which together comprise the financial statements.
Respective responsibilities of the Directors and Auditors in relation to the financial statements

The directors are responsible for preparing the Annual Report. As described on page 7, this includes responsibility for prepo
ing the financial statements in accordance with Accounting Standards generally accepted in Ireland. Our responsibilities,
independent auditors, are established in Ireland by statute, the Auditing Practices Board, the Listing Rules of the Irish Sto,
Exchange and our profession's ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accc
dance with Irish statute comprising the Companies Acts, 1963 to 1999. We state whether we have obtained all the inform
tion and explanations we consider necessary for the purposes of our audit and whether the company's financial statements o
in agreement with the books of account. We also report to you our opinion as to:
* whether the company has kept proper books of account; and
* whether the directors' report is consistent with the financial statements.
We also report to you if, in our opinion, information specified by law or the Listing Rules regarding directors' rernunerati,
and transactions is not disclosed.
We read the other information contained in the Annual Report and consider the implications for our report if we become avy
of any apparent misstatements or material inconsistencies with the financial statements.
Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit inclu<
examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also includes
assessment of the significant estimates and judgements made by the Directors in the preparation of the financial statements a
of whether the accounting policies are appropriate to the Company's circumstances, consistently applied and adequately c
closed.
We planned and performed our audit so as to obtain all the information and explanations which we consider necessary in or
to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material misst:
ment, whether caused by fraud or other irregularity or error. In forming our opinion, we also evaluated the overall adequac
the presentation of information in the financial statements.
,

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company at 31 December 1 c_
and of the Total Return and the Movements in Shareholders' Funds for the year then ended and have been properly prep,
in accordance with the Companies Acts, 1963 to 1990 and the European Communities (Undertaking for Collective Investn
in Transferable Securities) Regulations 1989.
We have obtained all the information and explanations we consider necessary for the purpose of our audit. In our opinion, 13
er books of account have been kept by the Company. The financial statements are in agreement with the books and recon
the Company.
In our opinion, the information given in the Directors' Report on pages 5 and 6 is consistent with the financial statemen
PricewaterhouseCoopers
Chartered Accountants and Registered Auditors
George's Quay
Dublin 2
Ireland
Date: 25 February 2000
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CUSTODIANS REPORT to the Members of Herald Investment Fund plc
We have enquired into the conduct of Herald Investment Fund plc for the year ended 31 December 1999, in our capacity as
Custodian to the Company.
In our opinion, Herald Investment Fund plc has been managed in that period, in all material respects:
a) in accordance with the limitations imposed on investment and borrowing powers of the Company by the
Memorandum and Articles of Association and the European Communities (Undertakings for Collective Investment
in Transferable Securities) Regulations, 1989; and
b) otherwise in accordance with the provisions of the Memorandum and Articles of Association and the European
Communities (Undertaking for Collective Investment in Transferable Securities) Regulations, 1989.

Deutsche International Custodial Services (Ireland) Limited
George's Dock House
International Financial Services Centre
Dublin 1
Ireland
Date : 25 February 2000
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INVESTMENT MANAGER'S REPORT for the year ended 31 December 1999
The defined remit for the fund is to invest globally in technology, communications and multi-media. The manager believes
that this area of the economy offers growth greater than the world economy as a whole, and therefore offers attractive investment opportunities. In addition the manager offers focused specialist management. The fund was launched in April 1998 with
an initial net asset value of GBP13.0m. At the end of 1999, the net asset value was GBP29.3m.
Following the difficult initial period after the launch of the Fund, 1999 has proved more rewarding, performing respectably
against the general indices: the FTSE-100 +17.8% in the UK, the DAX in Germany +39.1% and the Dow Jones +25.2% in
the US.

Statistics and Performance Report

NAV (p) inc. income
NAV (p) ex. income
FTSE-100
FTSE-All Share
FTSE-Smallcap
Russell 1000 Technology
Russell 2000 Technology

At
inception
3 April 1998

At
31 Dec 1998

At
31 Dec 1999

1000p
1000p
6064.20
2832.37
2640.10
195.18
157.01

982p
975p
5882.60
2673.92
2070.90
284.24
157.04

1983p
1983p
6930.20
3242.06
3097.80
494.55
321.96

Since
31 Dec 1998
+101.9%
+103.4%
+17.8%
+21.2%
+49.6%
+74.0%
+105.0%

Since
Inception
+98.3%
+98.3%
+14.3%
+14.5%
+17.3%
+153.4%
+105.1%

Portfolio Weightings
In a sector where individual stocks have a high beta, the manager aims to reduce investors' risk by creating a diversified portfolio. As at 31 December 1999, the spread was as follows:-

BY GEOGRAPHY

BY MARKET CAP
Large Cap
(£2bn) 37%

Small Cap
(<£500m)
33%

Cash 7%
UK 27%

ARIN 2%
Asia Pacific 1
Europe 4%

Mid Cap
(£500m &
<£2bn) 30%

BY SECTOR

North America 48%

Software 15%
Semiconductor
15%

Hardware,
Storage &
Distribution 14%

Internet
Infrastructure &
Services 8%

Networking &
Communications
14%

Media & Content
20%

IT Services &
Other 14%
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INVESTMENT MANAGER'S REPORT for the year ended 31 December 1999 continued
UK Comment

Outstanding performance was seen by the UK portfolio in 1999 with three stocks (IMS, Telemetrix and Herald Investment
Trust Warrants) contributing in aggregate more than GBP2.5m. The returns are particularly satisfying, given that the positions
were all acquired in 1998, and profits were taken out of IMS and Telemetrix during the year. Though some profits were taken
at the end of the year, a significant position in Herald Investment Trust Warrants remains in the portfolio, giving a diverse exposure to smaller cap IT, communications and media stocks. The Investment Manager continues to use this vehicle to provide
exposure because the closed-end nature of an Investment Trust is more appropriate for illiquid holdings in small companies.
The strength of technology stocks in the UK in the first quarter was largely lost again by the end of May. The launch of
techMARK, however, in the fourth quarter seemed to herald the beginning of the breathtaking rise by technology stocks, finishing the year up by 89% (by comparison, the FTSE-100 and FTSE-Smallcap indices were +14.9% and +15.6% respectively
in the fourth quarter). The, perhaps long overdue, higher profile given to the technology sector, fuelled further by the replacement of 'legacy businesses' in the FTSE-100 and FTSE-250 indices by technology companies, helped propel the UK portfolio,
contributing GBP5.2m in gains by the year end. The Investment Manager, however, is concerned that such a dramatic re-rating was too much, too quickly, being fuelled partially by retail investors. Whilst valid for many of the companies, this blanket
effect has led to some stocks being, in the Investment Manager's opinion, too highly valued. Whilst not necessarily achieving
the maximum possible return, the Investment Manager believes its preference for investing in quality companies, with longterm growth prospects, on measurable valuations, will reduce risk and volatility.

US Comment

The first three quarters of the year saw steady, yet unremarkable growth in US technology stocks (Russell 1000 Technology
Index +27.2%, Russell 2000 Technology Index +25.0% as at 30/9/99). As fears waned over cuts in IT spending due to the
Millennium bug and optimism renewed for earnings growth in 2000 and beyond, a stock market surge into technology stocks
was seen in the fourth quarter. In contrast to 1998, the smaller cap stocks outperformed the large caps, with the Russell 2000
Technology ending the year up 105% compared with the Russell 1000 Technology up a respectable, yet underperforming 74%.
After the dramatic performance in 1998 of Internet stocks, 1999 began with a slight wobble, with what was described at the
time as 'the bubble bursting'. This theory was soon proven incorrect, with a strong surge during the early Spring months. Until
the end of the third quarter, times proved more difficult again, with the Internet indices moving back to the levels seen during
January. The remarkable number of IPOs of Internet companies seemed to soak up all the demand, with profit taking from
some of the more established names. The global fourth quarter surge did not, however, bypass Internet stocks, with several of
the indices closing up more than 160% for the year, after being up by only 50% at the end of the third quarter.
Still believing in the long term potential for the Internet, as indicated by the very rapid growth in revenues of many of these
companies, the Investment Manager has increased its exposure to companies benefiting directly, and indirectly, from the growth
in Internet usage by both consumers and corporates. An early investment in NetGravity proved fruitful, already showing a gain
of 243% when it was acquired for paper in October by DoubleClick. The DoubleClick investment rose a further 22.7% by
the year end. The acquisition of Frontier Corp (a position taken in the portfolio early in 1999) by Global Crossing, for a significant premium over the Fund's book cost, was also beneficial. The convergence of technology and media, the fundamental
basis for the Fund's remit, is proving rewarding. Getty Images, an early investment in the portfolio, experienced a significant
re-rating during 1999 due to its increased exposure to the Internet. A small holding in Time Warner proved worthwhile at the
beginning of 2000 with the announced acquisition by America Online. The Investment Manager believes that with all forms
of communication, including Internet access, increasingly being commoditised, content, in all its forms, will become increasingly valuable.
Doubting whether the pure `.coms', who continue to spend staggering amounts of money on branding through weighty advertising campaigns, to distribute content from other parties, will ever deliver significant earnings, the Internet investments have
been of a stock specific nature, in companies that benefit from overall growth of the Internet, rather than solely in their own
individual success at brand-building. Valuations still remain at difficult-to-explain levels, perhaps warranted only by the growth
rates seen only by companies exposed to this sector. As such, these investments are still considered by the Investment Manager
as high risk, though presenting an equally interesting opportunity.

HERALD INVESTMENT FUND PLC
INVESTMENT MANAGER'S REPORT for the year ended 31 December 1999 continued

Rest of World Comment
Exposure in other markets has been on a purely stock specific basis. Performance of Asia Pacific stocks has been satisfactor)
with the more than GBP48,000 loss position as at the end of 1998 being turned in to a gain of more than GBP2.2rn
1999 for Asia Pacific as a whole. Good results were seen from the investments in Hong Kong, Malaysia, Singapore and Korea
1999 saw the economies within the region experience continued recovery, which helped the media holdings. Interest rates hay
remained at historic lows, and with low inflation the building blocks are in place for continued economic recovery during 2001
and beyond. The continued strong volume sales of PCs, mobile phones and other consumer electronics products is to the ben
efit of the component and contract manufacturers which dominate the technology sectors in the Far East. The weighting c
the Asia Pacific stocks has grown during the year (from 9.8% at the end of 1998 to 11.8% at the end of 1999) and th
Investment Manager expects this weighting to remain the same during 2000.
After the success in 1998 of the new 'growth markets' (the Euro NM including Belgium, Italy, Germany, France, Holland, and
DAQ), the first three quarters of 1999 proved more difficult. By the end of the third quarter, the Euro NM, though dominated b
technology companies, was down by over 2%. A strong rally in the fourth quarter, however, consistent with most growth markei
globally, meant the Euro NM closed the year up by 75.5%. The very much stock specific exposure within the portfolio has prove
successful, contributing over GBP536,000 during the year, with more than half of that coming from positions taken during the la:
quarter, mostly in December.
Adjustable Rate Index Notes (ARINs)
The ARIN is an interest bearing debt security that enables profits to be made from declining share prices. This has proved th
most disappointing element of the portfolio in 1999 incurring a loss of over GBP512,000, albeit lower than that incurred du
ing 1998 and on a much higher book cost at that. The Investment Manager maintains the belief that the ARIN is a useful too
and increased the size of the position in December after technology stocks, especially in the UK, surged.
Outlook
After the strong, global performance of the Fund's orbit in the last quarter of 1999, with much of that performance due to
rating and momentum rather than actual growth in revenues or earnings, 2000 will inevitably be a more challenging year.
1999 was another record year for US venture capital funding: US$28.6bn invested in 2,664 companies in the first thr
quarters, compared to US$19.1bn invested in 3,446 companies during the whole of 1998 (Source: Venture Economics at
the National Venture Capital Association). With Internet companies fuelling growth and representing more than half
total Venture Capital funding (let alone other technology and media companies) a surge in competition for many of t'
`.com' companies is on the horizon. In addition, there were 289 Internet related IPOs during 1999, raising an aggregz
of US$26.4bn. Clearly this capital will be spent, and historic results from Internet companies have shown that this NA,
happen quickly. The attempt to establish a brand by consumer-oriented `.com' companies is very capital intensive, oft
undertaken by relatively inexperienced management (especially from a brand-building perspective) and is therefore not vc
attractive from an investment perspective. However, there is money to be made by many parties that benefit from t
`.com' spending. This includes media (heavy advertising), IT services (software and systems integration), and Inter'
infrastructure companies. For the young-but- quoted `.com' companies, some of which may not have performed as well
expected, raising fresh capital in a market where supply is proliferating faster than demand may prove more difficult tlin the past. At some point, consolidation is inevitable. The underlying business background for the Internet economy
very strong: the potential market is undoubtedly vast. Given the relative immaturity of the companies and the mark,
together with very rapid growth and the 'bandwagon' of companies attempting to cash in on the sector, there remains
nificant risk.
With the Millennium now history, uncertainty is lifting over how business spend on hardware, software and services is bc
affected as their Year 2000 "bug-fixes" finally went live. Some have speculated that a technology recession looms, however
Investment Manager believes that the increasingly strategic involvement of technology in growing enterprises will allow the
tor as a whole to continue to experience significant growth over the coming years, albeit stock selection will be more impor
than before. Substantial growth is also expected from consumer-oriented solutions, including multimedia communications
small electronic devices.
The Fund's remit includes broadcasting, publishing, telecommunications, information technology, advertising and prini
Technological advances and related consumer and business demand have led to a significant expansion of the sectors in re
years, with the traditional businesses adapting to new capabilities and new businesses being created to capitalise
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technological innovations and improvements. The effect of this process is to blur the distinction between previously disparat
businesses, products and markets. The Investment Manager's investment philosophy is to have a limited exposure to the high]:
rated high growth stocks, which have the potential to decline in any market correction, and to combine these with the value play:
where bids will continue, particularly in a world of low long term interest rates. As ever, the best returns come from the stocks
that make the transition from value to glamour. We are optimistic that some stocks held by the Fund display this potential.
Areas of interest include:

Media & Internet

Business Intelligence

• Content
• Advertising
• Convergence
• Multi-Media Communications
• Cable TV
• Satellite Broadcasting
• Unified Messaging

• IT
• Cost versus Revenue Driver
• Leverage 'Digital Assets'
• Internal — SFA, SCM
• External — B2B/B2C, CRM, SCM
• Content Management

`E'-Everything

• E-Business / E-Commerce
• Business-to-Business (B2B)
• Business-to-Consumer (B2C)
• .com vs Clicks&Mortar vs Bricks&Mortar
• Portals vs Vortals
• E-Hubs / E-Procurement
• E-Process
• Interactive Integrators vs Systems Integrators

The `Post-PC' Era

• Mobile/Wireless Access
• Bluetooth
• Wireless Ethernet
• Next Generation Mobile Networks
• Non-PC Devices
• PDAs
• Mobile Phones
• Internet Appliances
• Set-Top Boxes
• Linux

Hardware

•
•
•
•

Storage Area Networks
Semiconductors
Manufacturing Outsourcing
Security

Communications & Networking

• Broadband
• Cable, xDSL
• Wireless
• Bandwidth
• Backbone
• Metropolitan
• Local Loop
• Optical

Services

• Ongoing Skills Shortage
• Outsourcing

Investment opportunities continue to emerge and the Investment Manager will take advantage of such opportunities as and
when they arise. The Fund currently maintains a relatively high liquid position, with the intention of exploiting any market
correction when it occurs.

HERALD INVESTMENT FUND PLC
INVESTMENT MANAGER'S REPORT for the year ended 31 December 1999 continued

Top Ten Holdings 31 December 1999
Company

EMC Corp
Telemetrix plc
Premier Farnell plc
Citrix Systems Inc
Anite Group plc
IMS Group plc
Herald Investment Trust plc Warrants
Pinnacle Holdings Inc
Analog Devices Inc
Global Crossing
Total

% of
Market
Cap Portfolio
US$111.2bn
GBP204.7m
GBP1.3bn
US$11.0bn
GBP337.9m
GBP260.7m
*n/a
US$1.7bn
US$16.2bn
US$39.7bn

3.5%
3.4%
2.5%
2.5%
2.5%
2.5%
2.4%
2.4%
2.3%
2.3%
26.3%

The market capital of Herald Investments plc is GBP429.3m at 31 December 1999.
EMC Corp - GBP947k
EMC is focused on delivering intelligent enterprise storage and retrieval solutions that enable companies and organisations tc
leverage their rapidly growing volumes of information into profitability, growth and competitive advantage. EMC defined, anc
is recognised as the world leader in, the market for enterprise storage systems. Since 1990, sales have grown from $190m to th(
expected $5.9bn for 1999 and over $7.6bn for 2000. Worldwide, the trend continues to capture and analyse increasingl)
detailed information. With EMC continuing to grow its market share, especially in the fastest growing segments of its busi.
ness, it is well placed to continue its success. Whilst profits have been taken during the year, the long term opportunity fo
EMC remains strong.
Telemetrix plc - GBP923k
Telemetrix primarily serves the international telecommunications and networking industries. It has two main businesses in th
UK: Zetex which manufactures specialist semiconductors, and Trend which manufactures telecommunications test equipmer
targeting the ISDN market. One of the best performing stocks in the portfolio, contributing GBP787k, despite taking profi
in 17.8% of the original holding.
Premier Farnell plc - GBP692k
Premier Farnell distributes electronic components and equipment internationally, through centres located in the UK, US, As
Pacific and Europe. Another strong performer, moving from a small loss position at the end of 1998, to an unrealised gain
GBP436k at the end of 1999 on a GBP256k book cost.
Citrix Systems Inc - GBP686k
Citrix supplies thin client/server application server products and technologies that enable enterprise-wide deployment of app
cations designed for Windows operating systems. The company's products enable organisations to deploy and manage Windo
applications without regard to location, network connection, or type of client hardware platform. The position was taken
the early part of the year, with some profits taken in the fourth quarter after a very respectable performance, contributi
GBP501k. The holding was acquired at less than $40 per share (split adjusted) and the stock closed the year at $123. With
estimated 2001 P/E of 65x with earnings forecast to grow at 26% per year, despite the good outlook, the stock is looking ft
valued at this level.
Anite Group plc - GBP678k
Anite specialises its business within the computer sector, to which they supply consultancy and IT resourcing services The gn
provides its customers with e-commerce solutions, customer and supplier relationship management services, and skilled IT 5
on a contract basis. With a GBP391k unrealised gain at the end of the year on a position taken in the middle of the year
a GBP287k book cost, the holding has contributed successfully to the overall performance of the fund.
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IMS Group plc - GBP672k
IMS operates call centres for third parties, publishes real-time information by telephone (sports results, etc.), and provides services to media clients. The company is also in business as a service provider for fixed and mobile telephony. With an unrealised
gain of less than GBP1k at the end of 1998, the position taken during 1998 proved very fruitful in 1999. Despite taking
GBP510k in profits through the year, the remaining holding still makes the Top 10, with an unrealised gain of GBP593k.
Herald Investment Trust plc Warrants - GBP658k
Herald Investment Trust is also managed by Herald Investment Management Limited. The remit of the fund is to invest in
small cap (less than GBP500m) IT, media and telecommunications companies, with at least 50% of the assets in the UK. As
stated above, the Investment Manager continues to use this vehicle to provide exposure because the closed-end nature of an
Investment Trust is more appropriate for illiquid holdings in small companies. Some profits were taken towards the end of the
year.
Pinnacle Holdings Inc - GBP656k
Pinnacle Holdings provides wireless communications site rental space in the United States. Customers include wireless communications providers, operators of private networks, and government agencies. The company, operating in an unglamorous
space, with a portfolio of more than 3,850 sites (upon completion of pending acquisitions), selling to the perhaps more glamorous world of wireless communications providers, increased revenues in 1999 by 167% to USD85.4m, with EBITDA growing 199% to USD45.8m (an EBITDA margin of over 54.6%).
Analog Devices - GBP634k
Analog Devices is a semiconductor company that develops, manufactures and markets high-performance integrated circuits
(ICs) used principally in signal processing applications. Products are sold worldwide, primarily to original equipment manufacturers (OEMs) for use in communications, computer, industrial, military/aerospace, automotive and high-performance consumer products. Although historically the company's sales have come from general purpose Standard Linear ICs (SLICs), the
company has become a major supplier to the growing Digital Signal Processor (DSP) and Mixed-Signal Processor (MSP) markets. Demand for these types of product continues to grow, as new and more sophisticated uses emerge and evolve: from speech
recognition by in-car computers to advanced refrigeration electronics for efficient and intelligent temperature control. Some
profits were taken in the middle of the year, though with a focus on rapidly growing sectors, the long term growth prospects for
the company remain strong.
Global Crossing - GBP632k
Global Crossing is a global Internet protocol data centric telecommunications service provider. The company utilises a combination of undersea and terrestrial digital fibre optic cable systems. Global Crossing operates as a carrier's carrier, providing tiered
pricing and segmented products to licensed providers of international telecommunications services. Originally a holding in
Frontier Corp, which was acquired in September by Global Crossing at a 45% premium to the Fund's original book cost, the
stock continued to perform well for the rest of the year, with a closing unrealised gain of over GBP402k.
Herald Investment Management Limited
Investment Manager
Date: 25th February 2000

HERALD INVESTMENT FUND PLC
PORTFOLIO OF INVESTMENTS as at 31 December 1999
NOMINAL

CLASSIFICATION

SECURITY

VALUE GBP

FUND%

AUSTRIA 1.60% (1998:Nil )
BUSINESS AND PUBLIC SERVICES
25,000 PLAUT AG

NPV

(a)

467,931

1.60

FRANCE 2.35% (1998:1.44%)
DATA PROCESSING AND REPRODUCTION
8,000 PROLOGUE SOFTWARE

FRF20

(a)

404,292

1.38

ELECTRICAL AND ELECTRONICS
2,000 ALCATEL

EURIO

284,502

0.97

(a)

109,153

0.37

(b)
(b)
(b)

104,148
108,708
218,160

0.36
0.37
0.75

WTS TO SUBSCRIBE FOR ORD

657,600

2.25

EQUITIES 24.48% (1998: 26.19%)
DISTRIBUTORS
65,333 ACAL
200,000 NORTHAMBER
150,000 PREMIER FARNELL

ORD 5P
ORD 5P
ORD 5P

331,565
190,000
691,500

1.13
0-65
2.36

ELECTRONIC AND ELECTRICAL EQUIPMENT
415,000 TELEMETRIX

ORD 5P

923,375

3.1(

ORD 5P
ORD IP
'A' ORD( NON.V) 50P

225,000
291,375
322,500

0.7:
1.0(
1 .11

ORD 5P

40,150

0.1

ORD 25P
ORD 10P
ORD 5P

256,000
120,000
151,270

0.8
0.4
0.5

ORD 5P
ORD 10P
ORD 5P
ORD 1P
ORD I P
ORD 10P
ORD 10P

462,000
677,500
576,000
268,450
144,750
385,000
426,875

1.f.
--)..:
1.'
O.'
0.
1.
1.

POLAND 0.37% (1998:Nil)
TELECOMMUNICATIONS
10,000 NETIA HLDGS SA

SPONS LEVEL III ADR-EACH
REPR 1 ORD PLN6

UNITED KINGDOM 28.21% (1998: 27.43%)
ARIN 1.48% (1998:Nil)
10,000 BALTIMORE ARIN
15,000 NXT PLC ARIN
15,000 PSION PLC ARIN
WARRANTS 2.25% (1998:1.24%)
IIVVESTMENT COMPANIES
160,000 HERALD INVESTMENT
TRUST

MEDIA & PHOTOGRAPHY
100,000 AEGIS GROUP
1,050,000 COLUMBUS GROUP
7,500 DAILY MAIL & GENERAL
TRUST
10,000 DORLING KINDERSLEY
HLDGS
20,000 EMAP
10,000 FLEXTECH
29,545 TAYLOR & FRANCIS GROUP
SOFTWARE & COMPUTER SERVICES
30,000 ADMIRAL
500,000 ANITE GROUP
400,000 ALLAN GROUP
295,000 DIALOG CORP
15,000 MISYS
100,000 ROLFE & NOLAN
1'); nnn SUPERSCAPE VR

HERALD INVESTMENT FUND PLC
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NOMINAL

SECURITY

CLASSIFICATION

EQUITIES 24.48% (1998: 26.19%) contd/
TELECOMMUNICATIONS SERVICES
85,000 IMS GROUP

ORD 1P

SOUTH KOREA 1.44% (1998:Nil)
DATA PROCESSING AND REPRODUCTION
10,000KOREA THRUNET

CLASS 'A' COM SHS KRW2500

VALUE GBP

FUND%

671,500

2.30

420,357

1.44

HK$0.10

400,338

1.37

HK$0.10

364,726

1.25

HK$0.25

213,912

0.73

92,677

0.32

MYRI

523,163

1.79

ELECTRONIC COMPONENTS AND INSTRUMENTS
98,000 UNISEM (M) BHD
MYR1

389,716

1.33

246,640

0.84

497,306

1.70

213,007

0.73

HONG KONG 3.35% (1998:4.06%)
BROADCASTING AND PUBLISHING
750,000 SOUTH CHINA MORNING
POST HLDGS

ELECTRICAL AND ELECTRONICS
840,000 TCL INTERNATIONAL HLDGS
MISCELLANEOUS MATERIALS
150,000 VARITRONIX
INTERNATIONAL
JAPAN 0.32% (1998:1.22%)
APPLIANCES,HOUSEHOLD DURABLES
5,100 RISO KAGAKU CORP
MALAYSIA 3.12% (1998:2.65%)
BROADCASTING AND PUBLISHING
300,000 STAR PUBLICATIONS
(MALAYSIA) BERHAD

TAIWAN 0.84% (1998:1.75%)
ELECTRICAL AND ELECTRONICS
25,000 COMPAL ELECTRONICS
MANUFACTURES

Y50

(a)

(a)

GDR EACH REPR 5 TWD10 (REG S)

SINGAPORE 2.43% (1998:Nil)
ELECTRONIC COMPONENTS AND INSTRUMENTS
11,000 CHARTERED SEMI
ADR EACH REPR 10 ORD SG$0.26 (a)
CONDUCTOR
30,000 VENTURE MANUFACTURING
ORD SG$0.25
(SINGAPORE)
UNITED STATES 47.79% (1998: 45.43%)
ARIN 0.67% (1998:1.88%)
6,250 SAP-ADR ARIN
7,500 SCM MICRO SYSTEMS ARIN
8,000 DELL ARIN
EQUITIES 47.12% (1998:43.55%)
BROADCASTING AND PUBLISHING
9,258 CLEAR CHANNEL
COMMUNICATIONS INC

(b)
(b)
(b)

COM STK US$0.10

(23,960)
182,442
39,804

511,721

(0.09)
0.62
0.14

1.75

HERALD INVESTMENT FUND PLC
PORTFOLIO OF INVESTMENTS as at 31 December 1999 continued
NOMINAL

CLASSIFICATION

SECURITY

EQUITIES 47.12% (1998:43.55%) contd/
BROADCASTING AND PUBLISHING
10,000 COMCAST CORP
20,000 GETTY IMAGES INC
2,000 TIME WARNER INC
10,000 TRUE NORTH
COMMUNICATIONS INC

BUSINESS AND PUBLIC SERVICES
5,000 BMC SOFTWARE INC
2,000 CMGI INC
30,000 COMPUTER HORIZONS CORP INC
3,696 DOUBLECLICK INC
4,000 INKTOMI CORP
17,000 INSURANCE MANAGEMENT
SOLUTIONS GRP
5,000 MEDICONSULT COM INC
3,500 MICROSOFT CORP
10,000 MODEM MEDIA POPPE TYSON
4,000 MULTEX.COM INC
2,400 N2H2 INC
6,000 NATIONAL INFORMATION
CONSORTIUM INC
10,000 NOVA CORP OF GEORGIA
5,000 ONESOURCE INFORMATION
SERVICE
5,000 ORACLE CORP
25,000 PINNACLE HLDGS INC
DATA PROCESSING AND REPRODUCTION
3,000 ADVANCED DIGITAL
INFORMATION CORP
5,500 APPLIED GRAPHICS
TECHNOLOGIES INC
5,500 AXENT TECHNOLOGIES INC
9,000 CITRIX SYSTEMS INC
5,000 INTERVU INC
25,000 MAIL-WELL INC
10,000 NETWORK ASSOCIATES INC
5,000 SANDISK CORP
10,000 SERENA SOFTWARE
30,000 SOFTWORKS INC
65,000 WALKER INTERACTIVE SYSTEMS
6,000 WIND RIVER SYSTEM

CLASS 'A' SPECIAL COM
STK US$1
COM STK US$0.01
COM STK US$0.01

VALUE GBP

FUND%

(a)

311,203

1.06

(a)

605,376
89,723

2.07
0.31

276,754

0.95

COM STK US$0.33 1/3

COM STK US$0.01
COM STK US$0.01
COM STK US$0.10
COM STK US$0.001
COM STK US$0.001
COM STK US$0.01

(a)
(a)
(a)
(a)
(a)
(a)

247,531
342,943
300,752
579,252
219,855
26,321

0.85
1.17
1.03
1.98
0.74
0.09

COM STK US$0.001
COM STK US$0.0000125
COM STK US$0.001
COM STK US$0.01
COM NPV
COM STK NPV

(a)
(a)
(a)
(a)
(a)
(a)

19,353
252,601
435,839
93,206
34,929
118,908

0.07
0.86
1.49
0.32
0.12
0.41

COM STK US$0.01
COM STK US$0.01

(a)

195,470
41,610

0.67
0.14

COM STK US$0.01
COM STK US$0.001

(a)
(a)

347,007
656,082

1.19
2.24

COM STK NPV

(a)

90,342

0.31

COM STK US$0.01
COM STK US$0.02
COM STK US$0.001
COM STK US$0.01
COM STK US$0.01
COM STK US$0.01
COM STK US$0.001
COM STK US$0.001
COM STK US$0.001
COM STK US$0.001
COM STK US$0.001

(a)
(a)
(a)
(a)

29,379
71,530
685,576
325,138
209,017
165,278
298,043
191,599
180,568
251,595
136,558

0.1 0
0.24
2.33
1.11
0.71
0.57
1.02
0.65
0.62
0.86
0.47

(a)

163,343
74,317
44,706

0.5(
0.2f
0.1

(a)

633,554
394,036

2.1"
1.3

ELECTRICAL AND ELECTRONICS
10,000 AMERICAN POWER CONVERSION COM STK US$0.01
5,000 CADENCE DESIGN SYSTEMS INC
COM STK US$0.01
1,750 SILICON STORAGE TECHNOLOGY COM STK NPV
ELECTRONIC COMPONENTS AND INSTRUMENTS
11,000 ANALOG DEVICES INC
COM STK US$0.16 2/3
5,000 APPLIED MICROCIRCUITS CORP
COM STK US$0.01

(a)
(a)
(a)
(a)
(a)
(a)

(a)

HERALD INVESTMENT FUND PLC
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NOMINAL

SECURITY

CLASSIFICATION

ELECTRONIC COMPONENTS AND INSTRUMENTS contdl
14,000 EMC CORP MASSACHUSETTS
COM STK US$0.01
4,000 INTEL CORP
COM STK US$0.001
5,000 MIPS TECHNOLOGIES INC
CLASS A COM STK US$0.001
1,000 MOTOROLA INC
COM STK US$3

FUND%

947,235

3.24
0.70
0.55
0.31
0.82
0.58

COM STK US$1
COM STK NPV

(a)

203,908
161,021
91,193
239,983
169,536

INDUSTRIAL COMPONENTS
5,000 CIENA CORP

COM STK US$0.01

(a)

178,052

0.61

TELECOMMUNICATIONS
10,000 ANTEC CORP
5,000 BLACK BOX CORP
50,000 DATACRAFT ASIA
20,500 GLOBAL CROSSING
5,000 MRV COMMUNICATIONS
15,000 PREMIERE TECHNOLOGIES INC

COM STK US$0.01
COM STK US$0.001
SG$0.10
COM STK US$0.01
COM STK US$0.0034
COM STK NPV

(a)
(a)
(a)
(a)
(a)

226,048
207,469
257,014
631,619
194,696
65,028

0.77
0.71
0.88
2.16
0.67
0.21

WHOLESALE,INTERNATIONAL TRADE
20,000 ARROW ELECTRONICS INC
15,000 TECH DATA CORP

COM STK US$1
COM STK US$0.0015

(a)

314,300
251,982

1.07
0.86

CANADA 0.98% (1998:1.21%)
DATA PROCESSING AND REPRODUCTION
10,000 COGNOS INC

COM STK NPV

(a)

285,655

0.98

27,145,186

92.80

3,320,266

11.35

122,013

0.41

TOTAL ASSETS

30,587,465

104.56

Creditors

(1,334,939)

(4.56)

NET ASSET VALUE AS AT 31 DECEMBER 1999

29,252,526

100.00

4,000 TEXAS INSTRUMENTS INC
20,000 XICOR INC

PORTFOLIO OF INVESTMENTS
Cash and Bank Balances
Debtors

(a)
(a)

VALUE GBP

"Urn A T r

ITTA 1T7C'T`I\ XTYATM VT TATTN TT C",

HERALD INVESTMENT FUND PLC
NOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 1999 continued
The information required by Financial Reporting Standard no. 3 ''Reporting Financial Performance" to be included in
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 Statement of Total Return and the Statement of Movements in Shareholders' Fund:
on page 23. In arriving at the results for the period, all amounts in the Statement of Total Return on page 23 relate to continuing activities.
Unrealised gains are shown in the Statement of Total Return. This represents a departure from the Companie!
(Amendment) Act, 1986. In the opinion of the Directors, this treatment is necessary to fairly present the results of operations. The amount of unrealised gains as at the year end is shown in Note 9.
During the year the method of accounting for the foreign exchange gains or losses on investments was changed to includ(
these gains or losses with the underlying capital gains or losses on investments, as in the opinion of the Directors this is
more appropriate treatment for these gains. These gains were previously shown as "Other Gains/Losses'', and therefore ther(
is no effect on the Total Return for the year.
In the opinion of the Directors, the financial statements give the information required by the Companies Acts, 1 963 tc
1999.
3. Significant agreements
Investment Manager
Herald Investment Management Limited has been appointed to act as Investment Manager pursuant to the Investmen
Management Agreement. For this service, the Fund pays to the Investment Manager an annual fee payable monthly o
0.75% of the Net Asset Value (''NAV'') of the Fund, accrued on each Dealing Day.
In addition, the Investment Manager is paid a performance fee annually in respect of each accounting period of the Fun
at a rate of 10% per annum of the amount, if any, by which the increase in the NAV of the Fund over the relevant perio
exceeds 10% of the previous highest NAV as at the end of an accounting period or the NAV of the Fund as at the close (
the Initial Offer Period in the case of the first period or where this is greater than the previous highest NAV of the Fun(
This fee is calculated and accrued at each valuation point.
Administrator
Deutsche International Fund Services (Ireland) Limited has been appointed to act as Administrator pursuant to ti
Administration Agreement. For this service, the Fund pays to the Administrator a fee, accrued on each Dealing Day bas,
on the NAV on each Dealing Day and payable monthly in arrears at the following rates:
Rate
0.15% p.a.
0.125% p.a.
0.10% p.a.

NAV
0 — GBP20 Million
GBP20 Million — GBP50 Million
GBP50 Million +

This is subject to a minimum fee of GBP2,500 per month per fund. The Administrator is also entitled to an annual fee
GBP10 per Shareholder account and a fee of GBP15 per issuance of contract for subscription of Shares.
Custodian
Deutsche International Custodial Services (Ireland) Limited has been appointed Custodian to the Company pursuani
the Custodian Agreement. For this service, the Fund pays to the Custodian a fee of 0.025% per annum of the NAV of
Fund. The Custodian's fee is paid monthly in arrears and is accrued on each Dealing Day based on the NAV of
Company on each Dealing Day. In addition, the Custodian is entitled to a transaction charge of GBP30 per transactio
4. Taxation

HERALD INVESTMENT FUND PLC
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5. Equalisation
Income equalisation arrangements are applied in the case of Shares in the Fund. These arrangements are intended to ensure
that the income per Share which is distributed in respect of the distribution period is not affected by changes in the number of Shares in issue during that period. The calculation of equalisation is based on net income and represents the income
portion of the price of subscriptions / redemptions of Shares.
6. Net Asset Value per Share
The Net Asset Value per Share is determined by dividing the net assets by the total number of Shares in issue.
7.

Average Net Asset Value

The Average Net Asset Value is equal to the average of the Net Asset Values during the year, calculated at monthly intervals.
8.

Distributions

The distributions take account of income received on the sale of Shares and income deducted on the repurchase of Shares
(see Note 5), and comprise:
Year ended
Period ended
31/12/99
31/12/98
GBP
GBP
(79,688)

0

(166,479)
10,500

1,855
(2,355)

(235,667)

(500)

Note

Year ended
31/12/99
GBP

Period ended
31/12/98
GBP
5,168,077
(5,119,794)

1(c)
1(d)
1(d)

10,692,446
(8,295,674)
2,396,772
415,399
11,568,839
14,381,010

(367,116)

Note

Year ended
31/12/99
GBP

nod ended
31/12/98
GBP

1(f)

148,092

5,387

Note

Year ended
31/12/99
GBP

nod ended
31/12/98
GBP

1 (b)
1(b)

113,087
69,221

78,125
150,302

182,308

228,427

Distribution
Income (deducted)/received on sale of Shares
Income received/(deducted) on repurchase of Shares

9. Net gains/(losses) on investments during the year
The net gains/(losses) on investments during the year comprise:

Proceeds from sales of investments during the year
Original cost of investments sold during the year
Gains realised on investments sold during the year
Net unrealised depreciation at the start of the year
Net unrealised appreciation/(depreciation) at the end of the year
Net gains/(losses) on investments during the year

48,283
0
(415,399)

10. Other gains
Other gains comprise:
Foreign exchange gain on capital assets
11. Gross income

Income from investments
Bank interest

HERALD INVESTMENT FUND PLC
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12. Expenses
Year ended
31/12/99

Period ended
31/12/98

GBP

GBP

(119,900)
(1,288,419)

(67,400)
0

(1 408,319)

(67,4 0 0)

(31,630)
(345)

(14,936)
(1,640)

(31,975)

(16,576)

(8,723)
(6,990)

(2,248)
(4,320)

(15,713)

(6,568)

(3,847)
(21,137)
(8,299)
(4,499)

(5,548)
(20,286)
(10,361)
(13,1 30)

(37,782)

(49,3 25)

(1,493,789)

(139,869)

31/12/99
GBP

31/12/98
GBP

16,538
23,921
81,554

11,185
3 1,412
81,550

122,013

124,147

31/12/99
GBP

31/12/91
GBI

3,320,266

1,239,04

31/12/99

GBP

31/12/9
GB

(1,288,419)
(46,520)

(34,86

(1,334,939)

(34,86

Note
Payable to the Investment Manager
Investment Management fee
Performance fee

3
3

,

Payable to the Administrator
Administration fee
Registration fee

Payable to the Custodian
Custody fee
Transaction fee
Other expenses
Audit fee
Directors' remuneration
Amortisation of organisational costs
Other

Total expenses

3
3

3
3

1(g)

13. Debtors

Accrued income
Unamortised organisational costs
Sale of securities awaiting settlement

14. Cash and bank balances

Cash and bank balances
All cash and bank balances are held with Deutsche Bank A.G., London.
15. Creditors

Performance fee
Accrued expenses

HERALD INVESTMENT FUND PLC
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16. Exchange rates
The GBP exchange rates used in the annual report were
31/12/99
165.09
1.60
n/a
12.55
6.14
2.69
50.68
1.61

31/12/98
187.69
n/a
9.29
12.89
9.03
n/a
53.60
1.66

17. Purchases and sales of investments during the year
Year
ended
31/12/99
GBP

Period ended
31/12/98
GBP

Total purchases

12,342,430

16,670,454

Total sales

10,692,446

5,168,077

EUR
FRF
HK$
MYR
SG$
TWD
US$

18. Related party transactions

Herald Investment Management Limited, who acts as Investment Manager of the Fund received GBP112,333 during the
year for providing this service. At the year end GBP1,304,373 was due to Herald Investment Management Limited, including performance fee.
On 14 January 1999, David Boyle and his wife acquired 8,000 Shares in The Herald Worldwide Fund and another connected person acquired a further 2,182.21 shares on 8 December 1999.
William Backhouse and connected persons acquired 3,000 shares on 23 September 1999.

19. Significant events since the year end

The Company issued a supplemental prospectus on 2 February 2000 which extended the list of Stock Exchanges and
Regulated Markets on which the company may invest.
William Backhouse and connected persons acquired 803.4 shares on 26 January 2000.

20. Soft commission arrangements

There were no soft commission arrangements during the period under review.

HERALD INVESTMENT FUND PLC
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21. Financial instruments
The financial instruments of the Company are set out in the Portfolio of Investments on pages 16 to 20. The main rish
and policies relating to financial instruments are set out on page 3. The Company has no financial liabilities other tha
short-term creditors as described in note 15.
A substantial portion of the investments of the Company are denominated in currencies other than in GBP and are incluc
ed below:

Currency
Y
EUR
GBP
HK$
MYR
SG$
TWD
US$

Investments
GBP
92,677
1,156,726
8,243,426
978,975
912,879
213,007
0
15,547,496

Other Net Assets
GBP
0
0
1,888,939
(143)
0
0
189,255
29,289

Total
GBP
92,677
1,156,726
10,132,365
978,832
912,879
213,007
189,255
15,576,785

27,145,186

2,107,340

29,252,526

22. Adjustable rate index notes (AR1Ns)
The Company may invest up to 10% of Net Asset Value in ARINs. An ARIN is a form of promissory note issued by a br,
kerage firm or other counterparty which provides that the amount of principal will vary inversely to changes in the value
a specified security or basket of securities. The effect of such an instrument is equivalent to a short sale of the specified sec
rity or basket of securities, except that the potential loss to the Company is limited to the amount invested in the ARIN

23. Approval of the financial statements
The financial statements were approved by the Board of Directors on 25 February 2000.
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