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INVESTMENT MANAGER'S REPORT 

Capital performance of the Trust from 1 January 1999 to 31 December 1999 
UK Equities +182.2% 
European Equities +195.3% 
US Equities +102.6% 
Other Overseas Equities +126.2% 
Total Portfolio +151.2% 

This compares with the most relevant indices: 
Hoare Govett Smaller Companies Index +51.9% 
FTSE-100 +17.8% 
Russell 2000 (small cap) Technology Index +105.0% (+I 11.5% in A) 
Russell 1000 (large cap) Technology Index +74.0% (+79.6% in A) 

UK 
The quarterly returns in the Trust's UK portfolio were as follows: 

Herald 
HGSCI 

The Trust's assets m total grew by A258m in 1999. Of  this the extraordinary rise in assets in the UK of 
182.2% contributed to growth of A194m out of the total increase. Of this A1941n increase in 
portfolio value, 49 stocks contributed more than L l m  each, while three stocks in particular 
contributed exceptionally. ARM: this holding emerged from its reverse take-over of Acorn in June 
and led to realised and unrealised profits of Al8.9m. The holding in IMS which contributed A16.4n1 
has already been considerably reduced. Sherwood International which had already yielded realised 
and unrealised profits of A8m in previous years contributed a further A15.2m. 

The breadth of the performance is demonstrated by the fact that even without these three outstanding 
stocks the Trust's assets would still have risen 121 %, so the performance has not been too narrowly 
based. Amstrad, Telemetrix, Alba, EDP, Autonomy, JSB, Anite and Affinity Internet have all 
contributed E5m or more to the increase in the Trust's assets in the year. 

Having spent sixteen years of my City career enthusiastically following small technology stocks, I 
find the recent enthusiasm for the sector both gratifying and bewildering. Whilst I have for some 
time regarded many fund manager's disregard for the technology sector, particularly in the US 
which has been the driver for the IT industry, almost negligent, the recent enthusiasm has led to 
certain valuations I find equally hard to comprehend. It may sound eccentric to say that I have never 
missed so many money making opportunities, when the UK equity element of the fund has grown 
182.2%, but that is, during ths  extraordinary period, the literal reality. 

An informed observer of the UK portfolio would note that the portfolio has been far too cautious 
with too heavy a bias towards profitable companies. Nevertheless, it is an investment approach that 
has served in more difficult years, and investors should take comfort from the fact that the portfolio 
should be more resilient in a correction than would be the case if opportunities in companies without 
earnings over the last few months had been fully exploited. 

Instinctively I am looking to take profits after such a tremendous quarter, but on searching the 
portfolio I am reassured that most holdings still retain my confidence longer term. Rationalisation 
of why such an increase in valuations can be justified is as follows: (i) Valuations of smaller 
companies have significantly lagged the major indices. Between the launch of the Trust in February 
1994 and the start of 1999, the small capitalisation indices had lagged by nearly 70%. Thls year saw a 
material closing of the gap. (ii) The plethora of MBOs and trade acquisitions from which the Trust 
benefited last year was a reflection that valuations were just too low with the equity market failing to 
recognise the importance of lower interest rates in valuing small companies. (iii) Underlying profits 
growth is generally very strong, and there is no doubt that the Internet is having some positive knock- 
on effects throughout the defined orbit. For example, many of the traditional media companies are 
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INVESTMENT MANAGER'S REPORT continued 

benefiting from the explosion in .com advertising. (iv) The absence of many of the blue sky stocks 
which have performed so well over the last few months to our cost. 

Five holdings have outgrown the HGSCI-ARM (previously Acorn), Admiral, Taylor Nelson, 
Atlantic Telecom and Misys. In addition Autonomy is also "too large". Although Autonomy is a 
UK company it is listed on EASDAQ, and so has never been included in the HGSCI. These 
holdings will be sold down progressively as a source of cash as other opportunities emerge. The 
aggregate market capitalisation of stocks within the HGSCI, in the Trust's defined orbit, is cE33bn. 
It was cE12bn when the Trust was launched in 1994. A combination of new issues, takeovers and 
stocks outgrowing the orbit, have changed the list significantly. The size of the Trust's investment 
in these companies is cA225m, reflecting 52% of the Trust's total assets, and an average 2% holding 
in each investment. 

us 
As in the UK small capitalisation stocks had a long period of underperformance relative to larger 
capitalisation stocks. From April 1996, when the Trust first had an element of the portfolio in the 
US, to the end of 1998, the Russell 2000 (small capitalisation) Technology Index was up only 23%, 
whereas the Russell 1000 Technology had grown 167%. 1999 has seen a revival in the fortunes of 
small capitalisation stocks with R2Tech +105% versus RlTech +74%. This has been reflected in an 
increase in valuations, realised and unrealised, exceeding A l m  in 15 holdings. RSA and Infospace 
have each contributed more than E3m. Although valuations have increased it remains the market of 
outstanding opportunity. 

Europe 
The European portfolio has always been narrowly based and stock specific. While the Neuer Markt 
frothed to ridiculous levels in February 1999, European markets have been more subdued on the 
whole than those in the UK and the US this year, although the fourth quarter rally reached 
everywhere to some extent. Nevertheless, the narrow focus proved fortuitous this year, with the 
four major holdings all performing very well. NRJ was the most outstanding contributor +348%, 
and contributing L5.7m, though Publigroupe in Switzerland (+275%), and Avenir in Norway 
(+200%) both contributed nearly E3m each. 

Far East 
The Far East also contributed usefully, with a particularly strong performance from Davnet, which 
yielded E4.2m. The share price rose 542% from the date of first purchase in August to the year end. 
Star Publications, the Malaysian company contributed A1.9m as their recovery seems more assured, 
and the South China Morning Post over Elm. 

500 - FTSE-Smallcap (relative) 
475 - - R2000 Technology (relative) 

450 - - - HGSC (ext cap gains ex 1.T.l (relative) ----- HIT Basic NAV per share (p) 
425 425 

550 550 
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TOP TWENTY HOLDINGS 
31 DECEMBER 1999 

A brief description o f  the twenty largest holdings in companies, and the comments thereon o f  the 
Investment Manager, are as follows: 

Sherwood International L19.0m 
Sherwood's traditional strength lay in software products for the Lloyd's insurance 
market. The area of growth is facilities management, and Arnarta, a life insurance 
product. 

ARM 416.7m 
ARM designs RISC microprocessors that are designed into embedded applications by its 
customers. The business model provides a visible royalty stream for the life of the 
customer's products. 

IMS L16.2m 
IMS operates call centres for third parties, publishes by telephone (racing etc), and media 
services. The company is also in business as a service provider for fixed and mobile 
telephony. It has also established a very popular web-site focusing on football called 
www.teamtalk.com. IMS have announced that the internet business will be separately 
floated. 

Admiral plc L10.5m 
Admiral designs and produces bespoke software systems, provides technical consultancy 
services for computer based systems and management services for computer related 
projects, and develops and provides computer based training. 

Telemetrix 49.5m 
Telemetrix primarily serves the international telecommunications and networking 
industries. It has two main businesses in the UK-Zetex which manufactures specialist 
semiconductors, and Trend whch manufactures telecommunications test equipment 
targeting the ISDN market. 

Amstrad A8.0m 
Amstrad imports and sells consumer electronics goods. In particular it sells digital set-top 
boxes for BSkyB and audio equipment. 

Anite L7.7m 
Anite is a group supplying IT products and services. It focuses on certain vertical markets 
includmg travel and telecoms. They have a German subsidiary supplying ERP, CRM 
and SRM integration consultancy and services. 

NRJ E7.7m 
NRJ is one of the major operators of commercial radio stations in France. It also has 
interests in radio stations in a number of other European countries including Belgium, 
Germany, Switzerland and Sweden. 
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TOP TWENTY HOLDINGS continued 
31 DECEMBER 1999 

Alba A7.6m 
Alba plc designs and sells audio and video equipment, TVs, domestic appliances, power 
tools, electronic garden tools and giftware. It sells its products in the UK and Europe. 

JSB 47.4m 
JSB was founded in 1981 as an ICL VAR, but switched in 1988 to sell exclusively its own 
software products. In particular MultiView, a product whch enabled computer users to 
use multiple applications on the same terminal. More recently it has concentrated on 
developing and marketing a suite of software products enabling network managers to 
control the usage of the internet on corporate networks-for example prohbiting 
access to unsuitable sites. 

EDP A6.7m 
EDP is a supplier of software solutions to the merchanting/wholesale distribution 
industry. The company has migrated to open systems and is web enabling its products. 

Tempus L6.lm 
Tempus is a media buyer based in the UK. It also has overseas operations principally in 
Continental Europe. 

Informa 46.1 m 
Informa has been formed by the merger of IBC and LLP. It runs targeted conferences for 
professional audiences of between 25-250 people. The publishing division publishes 
about 200 newsletters, and the leading title is Lloyds List. 

Autonomy E6.0m 
Autonomy has developed products whch can intelligently search and link data in 
unstructured form such as word documents and web pages. Its technology is based on 
complex mathematical algorithms. 

Superscape A5.7m 
Superscape develops p.c. based virtual reality software, whch gives images in three 
dimensions at low cost. The company is at an embryonic stage, but has developed 
Lego's Creator product, on whch it receives a royalty and has on-going business with 
Intel. 

Applied Optical Technologies A5.7m 
Applied Optical Technologies designs and manufactures holograms for use in security, 
and marketing applications. New applications such as CDs and bank notes are emerging. 

Acal A5.3m 
Acal plc distributes electronic components, industrial controls and document imaging 
equipment and alsa repairs and distributes personal computer parts. Acal operates 
worldwide, but has a high proportion of its sales in Continental Europe. 
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TOP TWENTY HOLDINGS continued 
31 DECEMBER 1999 

Cordiant A5.0m 
Cordiant is an advertising agency and associated services whch was demerged from 
Saatchi and Saatch. 

Lynx Holdings L4.9m 
The computer services division accounts for nearly 70% of sales. It distributes hardware 
and software to both the value added reseller channel, and the end-user corporate market, 
and offers comprehensive support including installation, networking, training and 
maintenance. Suppliers include IBM, Acer, Compaq, Oracle and SCO. The software 
division, although smaller in revenue terms accounts for more than half profits. It 
addresses financial services markets such as bank lending and pensions administration. 
The automotive business offers a new dealer management system. The acquisition of 
Apex in May 1997 gave Lynx a significant presence in the ERP market as a reseller of 
SAP and Tetra. 

Alphameric L4.9m 
Alphameric provides point to multipoint data broadcast services using satellite and 
terrestrial broadcast. It also provides the associated systems and services, and is having 
notable success in the betting industry. It also supplies EPOS systems for the retail 
industry and keyboards. 
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DISTRIBUTION OF INVESTED FUNDS BY SECTOR AND TYPE 
BY VALUATION AT 31 DECEMBER 1999 

Media & Photography 
Support Services 
Other 
Electronic & Electrical 

Equipment 
Fixed Interest Securities 
Information Technology 

Hardware 
Software & Computer 

Services 
Telecommunications 

UK 
UK AIM Foreign 

Equity Equity Equity 
% % Yo 

14.42 0.62 6.45 
2.38 - 3.73 
3.82 - 0.90 

Foreign Fixed 
Conv. Int. 
Bond Securities 

% Yo 
- - 

Total 
Yo 

21.49 
6.11 
4.72 

23.89 4.48 8.11 36.78 
4.60 - 1.27 - 8.87 

62.03 5.20 31.46 0.16 1.15 100.00 

of whlch: 
Listed 61.97 
Unquoted, at book cost 0.06 

62.03 

GEOGRAPHICAL SPREAD OF INVESTMENTS 

31 December 1999 

Cah  & S~llrr 6.jZD,- Europe 6 70% 

31 December 1998 
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DETAILED LIST OF INVESTMENTS 
AT 31 DECEMBER 1999 

UNITED KINGDOM % of  
Total investments 

Gilts 
Treasury 2!9/0 1/L 2001 

Aim/Information Technology Hardware 
BCO Technologies 0.10 

AimlMedia & Photography 
Alib~ Communications 
Ambient 
VFG 
West 175 Media Group 

TeIecomrnunication Services 
Atlant~c Telecom 
IMS 

Software & Computer Services 
Admiral 
AIT Group 
Alpharnenc 
Anite 
Autonoiny 
Azlan Group 
Dialog 
Electronic Data Processrng 
Gresham Computlllg 
Lynx Holdings 
Macro 4 
MDIS 
Vocalis 

AIMlSoftware & Computer Services 
Affin~ty liltenlet Holdings 
AFA Systems 
Harner Group 
IMS Maxims 
Intelligent Env~ronments 
JSB Software Technologies 
M~norplanet Systems 
Netbenefit 

Distributors 
Abacus Polar 
Acal 
Amon Computer Suppl~es 
Deltron Electron~cs 
D~ploma 
Northamber 

M~sys 
MMT Conlputlng 
Morse Holdings 
MSW Technology 
0nevlew.net 
Pegasus Group 
Rolfe & Nolan 
Sherwood International 
Supencape Other Financial 

Adapnve Venture Managers 
*HIML Jersey Ltd 
*Herald Investment Managenlent Ltd 

OVERSEAS 
AUSTRALIA 
Telecommunications 
Davnet 
Telemedia Networks Inremaclonal 

Health Care 
Blotrace International 

Media & Photography 
Bloomsbury Publishing 
Chime Communications 
Columbus Group 
Cordiant Communications 
Dorling K~ndersley 
Jazz FM 
GWR Group 
Healix Group 
Inforlua 
Johnston Press 
Maiden Group 
Osprey Commun~cat~ons 
Quarto 
Quarto 8.75% Prf'd 
Saatch & Saatchi 
Sanctuary Group 
Scottish R a d ~ o  
Sterling Publishing 
Taylor Nelson Sofres 
Taylor & Francis 
Tempus Group 
Text 100 
Wilrmngton 

Internet Retailer 
Wine Planet 

AUSTRIA 
Support Services 
Plaut 

BOLIVIA 
Telecommunications 
Multivision Conlmunications 

FAR EAST 
Fixed Interest 

*JC HyunZero Coupon Conv. 

FRANCE 
Software & Computer Services 
Esker 

Media 
N.R.J. 

Electronic & Electrical Equipment 
Alba 

GERMANY 
Media 
l&l Arnstrad 

Dmck Holdings 
Internanonal Quantum Ep~taxl 
Intelek 
Linx Printing Technologies 
Telemetnx 

HONG KONG 
Electronic & Electrical Equipment 
ASM Paclfic 
Elec B Eltek 
TCL International Hold~ngs 
Vantronix 
V-Tech Holdlngs Support Services 

Adare Printing 
Applied Optiwl Technologies 
BNB Resources 
Lorien 
Spring Group 

Information Technology 
Computer Technolog~es Holdtngs 

Media 
E New Med~a 
Shaw Brothers 
South Ch~na Morning Post 

Information Technology Hardware 
ARM Holdings 
Plasmon 
Telspec 
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DETAILED LIST OF INVESTMENTS continued 
AT 31 DECEMBER 1999 

OVERSEAS (continued) 
HONG KONG (continued) 

% of 
Total investments 

% of 
Total investments 

Telecommunications 
APT Satellite 

Media & Photography 
Clnar 'B' Sub Vonng 
C~nar Films 'B' 

IRELAND 
Support Services 
CBT Spons ADR 

Lions Gate Entertainment 
Medialink Worldwide 
Penron Media 
Scholastic ITALY 

Distributors 
Algol 

Support Services 
Condor Technology 
DoubleCl~ck 
First Consulting Group 
GP Stateg~es 
Inspire Insurance Soluuons 
Insurance Management Solutions 
Medconsult 
Modem Meha Poppe Tyson 
Netcreations 
Souratlglnk.Net 

JAPAN 
Electronic & Electrical Equipment 
Riso Kagaku 
Yainachi Electron~cs 

KOREA 
Media 
LG Ad 

MALAYSIA 
Media 
Star Publlcat~ons 

NETHERLANDS 
Foreign Conv. Bond 
Drnka 4!4% 2001 
Electronic & Electrical equipment 
Draka 

NORWAY 
Support Services 

tAtex Medta 
Averur 
Profdoc 

Telecommunications 
Maptive Broadband 

Micrawave 
%Communications 
Netia Holdings 
Pinnade Moldings 
Spectralink 
Superior Telecorn 
Tramcrypt Intemaaonal 
WSN Communidons 

Inf~ltrneti013: Technobgy Handware 
Ancor Communica$ions 
Burr-Bmwn 
Embyte 
M-Systems Flash Wsk Pionser 
Sipex 
Smartdisk 

Telecommunications 
Enitel 
Netcom 

SINGAPORE 
Electronic & Electrical Equipment 
Elec & Eltek International 
JIT Holdings 
Naateel Broadway 

Sofrwgre & CcMnputer Smiceq 
Aayanced Commwisatiofis Systems 
Mvmeed Digital Infarmatian 
Advent Software 
&P* 
Ardent Software 
Prris 
Axent Techtmlogier 
Carreker-Antinah 
Computer Horizons 
Computer Netwozk Technol~y  
Conccnrric N@werk 
Digital River 
Electtonic Processing 
ESPS 
Extended Systems 
Int~spacc 
Inremvu 
Iritme~.com 
Macrovision 
Mapqwst 
Mercury Interactive 
Micros Systems 
Maltex 

Telecommunications 
Nera Telecommunications 

SWITZERLAND 
Electronic & Electrical Equipment 
Logttech 
Media 
Pubhgroape 

TAIWAN 
Electronic & Electrical Equipment 
Ambit Mlcrosystems 
Chroina Ate 
Picvue Electronics 

THAILAND 
Electronic & Electrical Equipment 
Hana M~croelectronics 

USA 
Electronic & Electrical Equipment 
Flir Systems 
Lecroy 
Radisys 
Rambow Tech~~olo~les 

OneSovpee 
Peerlass Systems 
Phoenix htemauonal 
Point of SaIe 
Rogue Wave 
RoweCom 
RSA Security 
Selebr S o b a r e  Tools ADR 
Silicon Storage Technology 
Sofmorks 
Visage Technol~gY 

- 
Rernec 
Reptron 62% Conv. 
Sonosite 
Xicor 

Distributors 
Black Box 
Kent Electron~cs 
Savoir Technology 

0.55 

fUflguorcd~rvck itriw&d at nil ualwtior~ 'Grey market' value cfkoiding is  ,62P6,537at. 32 Deteirikr 1999. 
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DIRECTORS' REPORT 

The Directors present their report and accounts for the year ended 31 December 1999. 

Business Activity 
The Company was approved as an investment trust on the basis of the 1998 accounts and has since 
been managed so as to enable it to approach the Inland Revenue for approval as such under 
Section 842 of the Income and Corporation Taxes Act 1988 when these accounts are submitted. 
Under Section 266 of the Companies Act 1985 the Company is an investment Company and 
operates as such. 

Investment policy and objectives 
The objective of the Company's management is to secure an attractive level of overall return for 
its shareholders primarily from capital growth but also from income over the life of the 
Company. The Company spreads its risks across a diversified portfolio of quoted securities in 
smaller companies which specialise in products, services or applications in the communications 
and multimedia sectors. The Company has certain specific investment guidelines, including 
that investee companies will have an equity market capitalisation of up to approximately 
A750 million (formerly L500 million) at the time of initial investment. Securities acquired by 
the Company will normally be quoted on the Official List (whlch includes the Alternative 
Investment Market) of the London Stock Exchange or equivalent markets overseas. 

The Directors consider it desirable that Shareholders be given the opportunity to consider the 
future of the Company at regular intervals. Accordingly, an ordinary resolution will be 
proposed at the Annual General Meeting of the Company in 2004 (and at every third 
subsequent Annual General Meeting) to the effect that the Company should continue as an 
investment trust. If such resolution is not passed, the Directors will prepare and submit to 
Shareholders (for approval by special resolution) proposals for the unitisation or other 
reconstruction of the Company. If these proposals are not approved the Company will be 
wound up. 

The Articles of Association ofthe Company permit it to borrow up to one-fifth ofits total capital 
and reserves. At 31 December borrowings of Yen 551,550,000 (A3.3 million fair value) had been 
made. 

The Company's policy is to adopt a long-term approach to investment. 

Results and Dividend 
The net revenue after tax for the period was A71 7,000 (1 998: El ,134,000). 

The Directors recommend a dividend of 0 . 8 5 ~  per Ordinary share for the year ended 
31 December 1999, which, if approved by the Annual General Meeting, will be payable on 
28 April 2000 to holders registered on 24 March 2000. The payment will amount to L705,000 
and the transfer to reserves will therefore be L12,000. 

The net asset value (NAV) of the Company at 31 December 1999 represented a value of 517.44~ 
per Ordinary share (diluted 494.22~). This represented a rise of 150.9% during the year (diluted 
145.0%) and of 424.3% since the date of committal of funds (16 February 1994) after allowing 
for launch expenses of l.3p per share. 

Investment Report and Outlook 
The ~hairrnan's~tatement incorporates a review of the highlights of the year to 31 December 
1999. 

Market Information 
The Company's Ordinary shares and warrants are listed on the London Stock Exchange. The 
market price of the Ordinary shares and the warrants is shown daily in the Financial Times and 
that of the Ordinary shares in The Daily Telegraph and The Times. The NAV per share is 
calculated monthly and released to the London Stock Exchange and the Association of 
Investment Trust Companies. 
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DIRECTORS' REPORT continued 

Taxation 
The price of the Ordinary shares (adjusted for the price of attributable warrants) on 21 February 
1994, which was the first day of trading, was 90.9~. Up to 5 April 1998 the basis for calculating 
non-trading gains or losses was the difference between that price, or any subsequent purchase 
price, and the sale price, using the indexation allowance for inflation. However, this indexation 
allowance was frozen at 5 April 1998, and replaced by a taper relief. Taper relief, however, cannot 
create or increase a loss. Any shareholder uncertain of his or her position is recommended to seek 
expert advice. 

The Board 
Other than as declared in the following paragraph and in the section headed "Management ana 
Administration" below, your Board has complete independence from the investment manager, 
all its members being non-executive. All have been Directors for the whole period under review. 

Martin Boase, MA, FIPA (Chairman), aged 67, formed advertising agency Boase Massimi 
Pollitt plc in 1968 which was floated on the London Stock Exchange in 1983. He was chairman 
of the Advertising Association from 1987 to 1992 and is currently chairman of The Maiden 
Group plc, Heal's plc and The Investment Trust of Investment Trusts PLC. He is a director of 
EMAP plc. Mr Boase owns 7.2% of the Ordinary share capital of the investment management 
company. 

Timothy Abell, MA, aged 69, is chairman of Foreign & Colonial Eurotrust plc. He was 
formerly deputy chairman of Baring Investment Management Limited and chairman of the 
Association of Investment Trust Companies. 

Justin Dukes, aged 58, is chairman of ECIC Management Limited, is a director of VTR plc and 
was the founding managmg director of Channel Four Television and joint managing director of 
the Financial Times Group. He is a former president of the Institute of Information Scientists, has 
been a trustee of the International Institute of Communications and is a Companion of the 
Institute of Management. 

Colin McCarthy, FCA, MCT, aged 62, joined Bowthorpe plc, the multinational electronics 
group, in 1962, and was financial director from 1982 to 1999. He is managing director of 
Bowthorpe BV. 

Clive Parritt, FCA, aged 56, is chairman of Baker Tilly, Chartered Accountants, having been 
its national managing partner for 10 years until June 1996. He is a member of the Council of the 
Institute of Chartered Accountants in England and Wales. He is chairman of Baronsmead VCT2 
plc, Downing Classic VCT plc, Downing Classic VCT2 plc and 422 Videographics Limited. He 
has over 25 years' experience of providing financial and commercial advice to smaller and 
medium sized businesses in a wide range of industries. 

Other than in respect of the shareholding of Mr Boase in the investment management company, 
there were no contracts subsisting during or at the end of the year in which a director was or is 
materially interested. 
The Directors' holdings in the Company's shares, all of which are beneficially owned, were as 
follows: 

Martin Boase 
Timothy Abell 
Colin McCarthy 
Clive Parritt 
Justin Dukes 

Number of 
Ordinary Shares 
1999 1998 

Number of 
Warrants 

1999 1998 

There have been no changes in the above holdings up to the date of this report. 
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DIRECTORS' REPORT continued 

Management and Administration 
For the entire year under review the management of the Company was contracted to Herald 
Investment Management Limited ("HIML"). HIML is regulated by IMRO. 

The senior director of HIML with prime responsibility for the management of Herald 
Investment Trust is Katie Potts, who is also a substantial shareholder of HIML. HIML was 
employed initially under a three-year contract. This period has now expired and the contract is 
subject to 12 months' notice. HIML is remunerated at a monthly rate of 0.0833% of the 
Company's NAV. 

At 31 December 1999 the Company was the beneficial owner of 14% of the Ordinary share 
capital of HIML. 

Administration of the Company and its investments is contracted by HIML to Stewart Ivory & 
Company Ltd, which also acts as company secretary. 

Custody of investments is contracted to The Bank of New York Europe Limited. 

PEPsIISAs 
The Ordinary shares of the Company are qualifying investments for personal equity plans and 
individual saving accounts. PEPS ceased to be available for further investment from 5 April 1999. 
The ISA is a new tax efficient investment product introduced by the Government. Any 
individual contemplating investment should consult his or her own adviser. 

Significant S hareholdings 
At the date of this report the directors have been notified of the following shareholdings 
comprising 3% or more of the issued share capital of the Company: 

Henderson Investors Limited 
Commercial Union Asset Management Ltd 
Goldman Sachs 
Windsor Life Assurance 

Ordinary 
Shares 

Payment of  Suppliers 
It is the Company's payment policy to obtain the best possible terms for all business. The 
Company negotiates with its suppliers the terms on which business will take place and abides 
by such terms. 

The Company did not have any trade creditors at 31 December 1999. 

Donations 
The Company did not make any donations during the year under review. 

Auditors 
Messrs Emst & Young have expressed their willingness to continue in office as auditors, and a 
resolution to reappoint them will be proposed at the Annual General Meeting. 

Annual General Meeting 
The Annual General Meeting of the Company will be held on 19 April 2000. Two resolutions 
will be proposed as special business. 

(a) Authority to repurchase the Company's Ordinary shares 
At the Company's last Annual General Meeting held on 21 April 1999 it was resolved that the 
Company be authorised to purchase in the market up to 12,426,902 Ordinary shares (14.99% of 
its Ordinary share capital in issue at that time). Between the date of that Annual General Meeting 
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DIRECTORS ' REPORT continued 

and the date of this notice no Ordinary shares have in fact been bought back by the Company. 
The Board continues to believe however that the ability of the Company to purchase its own 
Ordinary shares in the market will potentially benefit all shareholders of the Company. The 
repurchase of Ordinary shares at a discount to the underlying net asset value ("NAV") should 
enhance the NAV per Ordinary share of the remaining shares and may also enable the 
Company to address more effectively any imbalance between supply and demand for the 
Company's Ordinary shares. 

Accordingly, the Directors are now recommending in Resolution 6 that this authority to 
purchase the Company's own Ordinary shares should be renewed and should now expire at the 
Company's Annual General Meeting to be held in 2001. Authority will be sought to purchase up 
to 12,435,956 Ordinary shares (representing 14.99% of the Company's issued Ordinary share 
capital, the maximum permitted under the Listing Rules of the London Stock Exchange) at a 
price that is not less than 25p per share (the nominal value of each share) and not more than 5% 
above the average middle-market quotation for the five business days preceding the day of 
purchase. The authority being sought, the full text of which can be found in Resolution 6 in 
the Notice of Meeting will. last until the earlier of the date of the next Annual General Meeting 
and 12 months from this year's Annual General Meeting. The decision as to whether the 
Company repurchases any shares will be at the absolute discretion of the Board and will only be 
considered when it is in the interests of the Company and its shareholders as a whole. It is the 
intention that purchases will only be made at a discount to net asset value. 

The Directors consider that the implementation of the facility to repurchase the Company's own 
Ordinary shares is in the interests of shareholders as a whole and unanimously recommend all 
holders to vote in favour by completing and returning the enclosed form of proxy. The proxy 
form should be returned to the Company's Registrar as soon as possible but in any event so as to 
arrive no later than 48 hours before the time of the Annual General Meeting. 

(b) Investment Company Status 
At the last Annual General Meeting it was resolved to amend the Articles to update their 
provisions generally and also to permit capital reserves to be used to fund purchases by the 
Company of its own shares. The use of the capital reserve would have involved the Company 
giving up its Investment Company status within the meaning of Section 3-66 of the Companies 
Act 1985. 

On  8 November 1999, The Companies (Investment Companies) (Distribution of Profits) 
Regulations 1999 came into force. These regulations changed the relevant provisions of the 
Companies Act and now allow an Investment Company to distribute its capital profits by way 
of redemption or purchase of its own shares provided this is permitted by its Articles. 

It is therefore proposed to amend the Articles, by passing Resolution 7 to enable the Company to 
retain Investment Company status whilst allowing it to use capital reserves to fund the repurchase 
of its own shares. 

The Company has received confirmation from its tax advisers, Emst & Young, that its status as 
an investment trust for the purposes of the Income and Corporation Taxes Act 1988 will not be 
affected by this amendment. The Company will remain prohibited from using its capital reserve 
to fund dividend payments. The Directors intend to continue to conduct the affairs of the 
Company in such a manner so as to satisfy the conditions for approval as an investment trust, 
thus ensuring exemption from UK taxation on its capital gains. 

By order of the Board 

James Ay ling 
for Stewart Ivory & Company Limited 
Secretaries 

23 February 2000 
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CORPORATE GOVERNANCE 

Code of Best Practice 
The Directors have considered the Combined Code on Corporate Governance and, 
following guidance issued by the London Stock Exchange in September 1999, can confirm 
that the Company has, with the following exceptions, complied with all material aspects of 
the Code throughout the year. 

There is no formal schedule of matters reserved for the Board. Such a schedule would be 
inappropriate since the Board decides on all aspects of the activities of the Company, 
which are fully discussed at regular Board Meetings. This process includes a review of 
the level of remuneration of the Directors and the Investment Manager. 

The Directors do not have appointment letters nor service contracts for a specific term. 
The Board is comprised entirely of non-executive Directors who, except as disclosed in 
the Directors' Report, are independent of the Investment Manager. All such Directors 
form the Audit Committee with formal terms of reference. 

Internal Control 
Guidance on internal control has recently been published by the Turnbull Working Party. 
The Directors are currently considering this Guidance and will have procedures in place to 
meet the internal control requirements of the Code by July 2000. Transitional arrangements 
issued by the London Stock Exchange enable the Company to satisfy the requirements of the 
Code this year by making the following statement on internal financial control and 
disclosing a timescale for the implementation of internal control procedures. 

The Directors have accordingly reviewed the effectiveness of the Company's system of 
Internal Financial Control, and 

acknowledge that they are responsible for this system of internal financial control; 

wish to explain that such a system can provide only reasonable and not absolute 
assurance against material misstatement or loss; and 

have developed certain key procedures designed to provide effective internal financial 
control, as summarised below. 

The key procedures referred to above include monthly production of management accounts 
and NAV calculations, monitoring of performance at regular Board Meetings, supervision 
by Directors of the valuation of securities, segregation of the administration function from 
that ofsecurities and cash custody and of both from investment management, maintenance of 
appropriate insurances, and adherence to physical and computer security procedures. 

Going Concern 
After malung enquiries, the Directors have a reasonable expectation that the Company has 
adequate resources to continue in operational existence for the foreseeable future. For this 
reason, they have adopted the going concern basis in preparing the accounts. 

On  behalf of the Board 

Martin Boase 
Chairman 

23 February 2000 
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STATEMENT OF DIRECTORS' RESPONSIBILITIES 

Company law requires the Directors to prepare accounts for each financial year which give a 
true and fair view of the state of affairs of the Company as at the end of the year and of the 
surplus or deficit for the year. In preparing the accounts, the Directors are required to: 

select suitable accounting policies and then apply them consistently; 

make judgements and estimates which are reasonable and prudent; 

state whether applicable accounting standards have been followed, subject to any 
material departures disclosed and explained in the accounts; and 

The Directors confirm that they comply with the foregoing requirements. 

The Directors are responsible for ensuring that proper accounting records are kept which 
disclose with reasonable accuracy at any time the financial position of the Company and 
enable them to ensure that the accounts comply with the Companies Act 1985. 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. 

O n  behalf of the Board 

Martin Boase 
Chairman 

23 February 2000 
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AUDITORS' REPORT 

REPORT OF THE AUDITORS TO THE MEMBERS OF HERALD 
INVESTMENT TRUST plc 
We have audited the accounts on pages 21 to 29 which have been prepared under the 
historical cost convention as modified by the revaluation of investments and the account- 
ing policies as set out on page 24. 

Respective responsibilities of the Directors and Auditors 
The Company's Directors are responsible for preparing the Annual Report. As described 
on page 19, this includes responsibility for preparing the accounts in accordance with 
applicable United Kingdom law and accounting standards. Our responsibilities, as 
independent auditors, are established in the United Kingdom by statute, the Auditing 
Practices Board, the Listing Rules of the London Stock Exchange and by our profession's 
ethical guidance. 
We report to you our opinion as to whether the accounts give a true and fair view and are 
properly prepared in accordance with the Companies Act. We also report to you if, in our 
opinion, the Directors' report is not consistent with the accounts, if the Company has not 
kept proper accounting records, if we have not received all the information and explana- 
tions we require for our audit, or if the information specified by law or the Listing Rules 
regarding Directors' remuneration and transactions with the Company is not disclosed. 
We review whether the corporate governance statement on page 18 reflects the 
Company's con~pliance with the seven provisions of the Combined Code specified for 
our review by the Stock Exchange, and we report if it does not. We are not required to 
consider whether the Board's statements on internal control cover all risks and controls, 
or form an opinion of the effectiveness of either the Company's corporate governance 
procedures or its risk and control procedures. 
We read the other information contained in the Annual Report, including the corporate 
governance statement, and consider whether it is consistent with the audited accounts. 
We consider the implications for our report if we become aware of any apparent 
misstatements or material inconsistencies with the accounts. 

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

Opinion 
In our opinion the accounts give a true and fair view of the state of affairs of the Company 
as at 31 December 1999 and of the profit for the year then ended and have been properly 
prepared in accordance with the Companies Act 1985. 

ERNST & YOUNG 
Registered Auditor 
Edinburgh 
23 February 2000 
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STATEMENT OF TOTAL RETURN 
FOR THE YEAR ENDED 31 DECEMBER 1999 

Notes 

8 Gains on investments 

Unrealised loss on loan 

Currency losses 

Loss on warrant repurchase 

Income* 2 

Investment management fee** 3 

Other expenses 3 

Revenue 

L'OOO 

Net return before finance 

costs and taxation 

Loan interest 

Taxation 

Return on ordinary 

activities after taxation 
Ordinary dividend payable 

Transfer to reserves 

Return per Ordinary share 

Basic 

Diluted 

Dividend per Ordinary share 

1999 

Capital 

L'OOO 

258,619 

(343) 

(53) 
- 

Total 

L'000 

The revenue column of this statement is the revenue account of the Company. 

1 998 

Capital 

L'OOO 

77,877 
- 

(86) 

(1,852) 
- 
- 
- 
-- 

25,939 
- 
- 
-- 

25,939 
- 
-- 

25, 939 
-- -- 

31.29~ 
-- -- 

30.05~ 
-- -- 

- 
-- -- 

All revenue and capital items in the above statement derive from continuing operations. 

Total 

~ ' 0 0 0  

27,877 
- 

(86) 

(1,852) 
3,845 

( 1,998) 

(1 73) 

27,613 
- 

(540) 

27,073 

f 746) 

26,32 7 

32.66~ 

31.36~ 

0 .90~  

No operations were acquired or discontinued during the year. 

* Inclusive of the following exceptional item: special non recurring dividend A183,563. 

** Inclusive of an exceptional VAT repayment of A333,560 received (of which L194,535 related to 

previous years). 

The notes on pages 24 to 29 form pavt of these accounts 
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BALANCE SHEET 
AT 31 DECEMBER 1999 

1999 

Notes E'000 

Fixed assets 

Investments 

Current assets 

Sales for future settlement 

Taxation recoverable 

Other debtors 

Cash and deposits 

Creditors: amounts falling due within one year 

Purchases for future settlement 

Other creditors 

Dividend payable 

Net current assets 

Creditors: amounts falling due after one year 

Overseas currency loan 

TOTAL NET ASSETS 

Capital and reserves 

Share capital 

Share premium account 

Warrant reserve 

Capital Reserve - Realised 

Capital Reserve - Unrealised 

Revenue Reserves 

TOTAL EQUITY SHAREHOLDERS' FUNDS 

Net asset value per Ordinary share 

Diluted 

Approved by the Board ofDirectors on 2 3  February 2000 and signed on their behalfby: 

M Boase 
Directors 

C M McCarthy 

The  notes onpages 24 to 29  form part ofthese accounts 
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CASH FLOW STATEMENT 
FOR THE YEAR ENDED 31 DECEMBER 1999 

Operating activities 
Net cash inflow from operating activities 

Taxation 
Tax recovered 

Servicing of Finance 
Loan interest 

Capital expenditure and financial investment 
Purchase of investments 

Sale of investments 

Currency movement 

Net cash inflow from capital expenditure 
and financial investment 

Equity dividend paid 

NET CASH INFLOW BEFORE FINANCING 

Financing 
Issue of Ordinary shares 

Currency loan 

Warrants repurchased 

NET CASH INFLOW/(OUTFLOW) FROM FINANCING 

NET CASH INFLOW/(OUTFLOW) 
Increase/(decrease) in cash 

Increase in deposits 

Increase/(decrease) in cash and deposits 

The rlotes to the Cash FIow Statement are contained in note 14. 
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NOTES TO THE ACCOUNTS 

1. Accounting policies 
The financial statements have been prepared in accordance with applicable accounting standards. The 
particular accounting policies adopted are described below: 

(a) Accounting convention 
The accounts are prepared under the historical cost convention, as modified by the revaluation of 
investments. The accounts have been prepared in accordance with the Statement of Recommended 
Practice "Financial Statements of Investment Trust Companies". 

(b) Investments 
Listed investments are valued at closing mid-market prices. Investments on the Alternative Investmei~t 
Market are included at their quoted mid-market prices. Unlisted investments are valued by the Directors 
using accounts and other information as appropriate. 

(c) Income from investments 
Dividend income is accounted for when the entitlement to the inconle is established (normally on the 
ex-dividend date) and is grossed up at the appropriate rate of tax credit. Interest receivable is accounted 
for on an accruals basis. 

(d) Capital reserves 
The Con~pany is precluded by its Articles from making any distribution of capital profits by way of 
dividend. Realised profits and losses on disposals of investments are dealt with in the realised capital 
reserve. Unrealised revaluation movements are dealt with through the unrealised capital reserve. Special 
dividends representing repayments of capital are dealt with through the unrealised capital reservc. 

(e) Investment management fees and finance costs 
Investment management fees are charged wholly to revenue. Finance Costs are charged wholly to 
revenue. 

( f )  Deferred Taxation 
Deferred tax is provided, using the liability method, on all material timing differences to the extent that 
it is probable that a liability will crystallise. 

(g) Foreign Currency 
Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary 
assets denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet 
date. Exchange differences of a revenue nature are taken to the revenue account. Those of a capital nature 
are taken to capital reserve. 
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NOTES TO THE ACCOUNTS continued 

2. Income 
Income from investments 

Franked dividends from listed investments 
Franked dividends from unlisted investments 
Foreign income dividends 
Overseas dividend income 
Unfranked income from foreign convertible bonds 
Gilt interest income 

Other income 
Deposit interest 
Underwriting commission 

Special dividends representing a repayment of capital and amounting to E73,141 have been taken direct 
to Capital Reserves-Unrealised. (1998 Nil). Special dividends amounting to 4183,563 have been taken 
direct to Income. 

3. Administration expenses 

Investment management fee 
Irrecoverable VAT thereon* 
Custodian's fees 
Registrar's fees 
Directors' fees 
Auditors' fees - audit 

- non-audit work 
AITC its campaign 
Miscellaneous expenses 

* The Company registered for VAT during the year and was able to recover VAT of L333,560 for the 
current year and three previous years. This repayment has been off-set against VAT incurred in the year. 

4. Directors' fees 
The fees of the Chairman are E13,200 (1998: jC;12,000) per year and those of the other Directors A9,900 
each (1998: L9,000 each) per year. 

5. Taxation 

Tax on franked investment income 
Overseas tax 
Deferred tax 
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NOTES TO THE ACCOUNTS continued 

6. Dividend 
The Directors recommend a final dividend of 0 . 8 5 ~  (1998 0 .90~)  per share, to be paid on 28 April 2000 to 
all shareholders on the register as at the close of business on 24 March 2000. 

7. Return per Ordinary share 
Basic revenue return per Ordinary share is based on the net revenue on ordinary activities after taxation 
of A717,000 (1998: ,61,134,000) and on 82,941,828 Ordinary shares (1998: 82,900,234) being the 
weighted average number of Ordinary shares in issue during the year. 

Basic capital return per Ordinary share is based on the net capital gains for the financial year of 
A258,223,000 (1998: E25,939,000) and on 82,941,828 Ordinary shares (1998: 82,900,234) being the 
weighted number of Ordinary shares in issue during the year. 

The diluted returns per Ordinary share have been calculated on the weighted average number of 
warrants in issue during the year adjusted by the difference between the average price of the Ordinary 
shares during the year and the Subscription price of Ll.00, giving a weighted average of 85,921,489 
(1998: 86,311,360) shares. The income return of 0 . 8 3 ~  (1998: 1 . 3 1 ~ )  and capital return of 300.53~ 
(1998: 30.05~) are based on the same income and capital figures used in the basic return calculation. 

8. Investments at current market value 

Listed at market valuation on the London Stock Exchange 
Listed at market valuation on other recognised Stock Exchanges 
Unlisted* 

Total fixed asset investments 

Opening book cost 
Opening unrealised appreciation 

Opening valuation 

Movements in the year: 
Purchases at cost 
Sales - proceeds 

- realised gains 
Increase in unrealised appreciation 

Closing valuation 

Closing book cost 
Closing unrealised appreciation 

Market value of investments at 31 December 

Realised gains on sales - Listed 
- Unlisted 

Increase in unrealised appreciation - Listed 
- Unlisted 

68,529 83,070 
(87,524) (81,943) 
10,278 22,814 

218,341 5,063 

105,301 165,677 

159,233 137,950 
246,068 27,727 

405,301 165,677 

33,998 
6,280 

40,278 
203,184 

15,157 
218,341 5,063 

258,619 27,877 

* The unlisted balance comprises thirteen UK AIM stocks, two foreign unlisted stocks and two 
unquoted holdings in Herald Investment Management Limited (HIML), the Company's Investment 
Manager, and its subsidiary company HIML Jersey Ltd included at their cost of A251,561 
(1998: ,6251,421). 
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NOTES TO THE ACCOUNTS continued 

9. Overseas currency loan 
The overseas currency loan becomes due for repayment on 7 January 2004. The interest rate on the loan 
was 2.5 per cent. The initial cost of the loan was A3,000,000. 

10. Share capital 
Authorised: 
Ordinary shares of 25p: 

Allotted, issued and fully paid: 
Ordmary shares of 25p: 

Number 109,000,000 
L'OOO 27,250 

Number 82,961,686 
L'OOO 20,740 

At 1 January 1999 there were 4,906,063 Warrants in issue, which entitle the holders to subscribe for one 
Ordinary share per Warrant at a price of 100p. On  5 May 1999, in accordance with the terms and subject 
to the conditions of the Warrants, 60,400 Ordinary shares were allotted in respect of Warrants on which 
the subscription rights had been exercised. At 31 December 1999 there were 4,845,663 Warrants in issue 
whch  entitle the holders to subscribe for one Ordinary share per Warrant at a price of loop, exercisable 
on 30 April (or, if later, the date thirty days after the dare on which copies of the audited accounts of the 
Company for its then immediately preceding financial year are despatched to shareholders) in any of the 
years 2000 to 2003 inclusive. 

11. Reserves 

Balance at 1 January 
Arising on exercise of warrants 
Transfer on warrants exercised 
Net gain on realisation of investments 
Jncrease in unrealised appreciation 
Unrealised loss on currency loan 
Currency movement 
Revenue available for distribution 
Dividend proposed 

Balance at 31 December 

Share 
Premium Warrant 
Account Reserve 

A'OOO g o o 0  

67,827 2,232 
45 - 
28 
- (28) 

- 

12. Reconciliation of  movements in shareholders' funds 

Distributable profits 
Transfer to distributable reserves 

Recognised capital gains and losses 
Share capital subscribed 
Deemed original value of warrants repurchased 

Net increase in shareholders' funds 

Opening shareholders' funds 

Closing shareholders' funds 

Capital 
Reserve - 

Realised 
L'OOO 

Capital 
Reserve - 
Unrealised 

L'OOO 
27,727 
- 
- 
- 

218,341 
(343) 
- 
- 
- 

Revenue 
Reserve 

~ ' 0 0 0  

1,635 
- 
- 
- 
- 
- 
- 

71 7 
(705) 
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NOTES TO THE ACCOUNTS continued 

13. Net asset value per Ordinary share 
Net assets per share are based on total net assets of 4429,277,000 (1998: E170,982,000) divided by 
82,961,686 (1998: 82,901,286) Ordinary shares in issue. The diluted net assets per share have been 
calculated on the assumption that the warrants outstanding at 31 December had been exercised. The 
resulting number of Ordinary shares in issue on that date are calculated using the difference between 
the year end share price (511p) and the Subscription Price (loop). 

Operating profit 
Tax on investment income 
Decrease/(increase) in debtors 
Increase in creditors 

Net cash inflow from operating activities 

14a. Reconciliation of  operating profit to net cash inflow from operating activities 
1999 1998 

4'000 EJ000 

1,046 1,674 
(614) (604) 

23 (144) 
302 2 7 

757 953 

14b. Analysis of changes in cash during the year 

Cash at bank at 1 January 
Currency loan 
Net cash inflow/(outflow) 

Cash and deposits at 31 December 

Cash at bank 
Short term deposits 

15. Derivatives and Other Financial Instruments 
In accordance with the corporate objective of maximising total returns the Company invests in securities 
on a worldwide basis. Other financial instruments consist of cash, short-term debtors and creditors. 

The main risks arising from the Company's financial instruments are market price, foreign currency, 
liquidity and counterparty risks. The Manager's policies of managing these risks, which have been 
applied throughout the year, are summarised below. 

Market Price Risk 
The Company's investment portfolio is exposed to market price fluctuations which are monitored by 
the Manager in pursuance of the corporate objective. Securities held by the Company are valued at rnid- 
market prices (Accounting Policy (b)). These valuations also represent the fair value of the investments. 

Foreign Currency Risk 
Herald invests on a worldwide basis and the balance sheet can be affected by movements in foreign 
currency exchange rates. The list of quoted equity investments on pages 12 and 13 shows the countries 
in which the Company is invested. The securities in the portfolio are priced in local currency or euros. 

The Company does not hedge the sterling value of investments that are priced in other currencies. 
Income received in other currencies is converted to sterling on or near the date of receipt. 
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NOTES TO THE ACCOUNTS continued 

15. Derivatives and Other Financial Instruments continued 
Main foreign currency exposure at 31 December 1999: 

Currency 
US Dollars 
Hong Kong Dollars 
Swiss Francs 
Euros 
Taiwan Dollars 
Australian Dollars 
Malaysian Ringgits 
Norwegian Kroner 

Investments 
g o o 0  
69,226 
11,453 
6,201 

14,945 
2,123 
6,133 
3,844 
6,066 

Cash 
~ ' 0 0 0  
- 

Interest Rate Risk 
The majority of the Company's assets are equity shares and other investments whlch neither pay interest 
nor have a maturity date. However, the Company does hold Treasury stocks and Convertible Bonds, 
the interest rate and maturity dates of which are listed below. Interest is accrued on sterling cash balances 
at a rate linked to the UK base rate. 

Stock 
UK Treasury 
Reptron 
Draka 
J C Hyun Zero Coupon 

Market Value 
E ' O  
4,068 

117 
658 
620 

Interest 
Rate 

5.21 % 
6.75% 
4.5% 
- 

Maturity 
Date 

24/9/2001 
1 /9/2004 

18/5/2001 
2511 112002 

Liquidity Risk 
The Company's assets mainly comprise readily realisable securities. Cash balances are held with The 
Bank of New York Europe Limited. 

Other short-term debtors and creditors have been excluded from the disclosures of the financial 
instruments. 

At the year end the Company had borrowings totalling 551,550,000 Yen (A3.3m fair value) whch 
become due for repayment in January 2004. 
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NOTICE OF MEETING 

Notice is hereby given that the Annual General Meeting of Herald Investment Trust plc 
will be held at 12 Charterhouse Square, London EClM 6AX on 19 April 2000 at 
11.30 am for the following purposes: 

Ordinary Business 
1. To receive and adopt the Directors' report, the annual accounts and the auditors' 

report in respect of the year ended 31 December 1999. 

2. To re-elect Mr J Dukes as a Director of the Company. 

3. To re-elect Mr C McCarthy as a Director of the Company. 

4. To reappoint Ernst & Young as auditors to the Company and to authorise the 
Directors to fix their remuneration. 

5. To declare a dividend of 0 . 8 5 ~  per share in respect of the year ended 31 December 
1999. 

Special Business 
To consider and, if thought fit, to pass the following Special Resolutions: 

6. THAT the Company be generally and subject as hereinafter appears unconditionally 
authorised in accordance with Section 166 of the Companies Act 1985 (the "Act") to 
make market purchases (withn the meaning of Section 163 of the Act) of its issued 
shares of 25p each in the capital of the Company in substitution for any existing 
authority under section 166 of the Act but without prejudice to any exercise of any 
such authority prior to the date hereof. 

PROVIDED ALWAYS THAT 

(i) the maximum number of shares hereby authorised to be purchased shall be 
12,435,956; 

(ii) the minimum price which may be paid for a share shall be 25p; 

(iii) the maximum price which may be paid for a share shall be an amount 
equal to 105% of the average of the middle market quotations for a share 
taken from and calculated by reference to the London Stock Exchange 
Daily Official List for the five business days immediately preceding the 
day on which the share is purchased; 

(iv) any purchase of shares will be made in the market for cash at prices below 
the prevailing net asset value per share (as determined by the Directors); 

(v) the authority hereby conferred shall expire on 18 April 2001 unless the 
authority is renewed at the Company's Annual General Meeting in 2001 
or at any other general meeting prior to such time; and 

(vi) the Company may make a contract to purchase shares under the authority 
hereby conferred prior to the expiry of such authority and may make a 
purchase of shares pursuant to any such contract notwithstanding such 
expiry. 
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NOTICE OF MEETING continued 

7. THAT the Articles of Association of the Company (the "Articles") be amended as 
follows: 

by inserting the words ", other than any distribution by way of redemption or 
purchase of the Company's own shares in accordance with section 160 or 
section 162 of the Act" at the end of Article 129(A). 

By order of the Board 
JAMES AYLING 

For Stewart Ivory & Company Limited 
Secretaries 

Registered Office: 
12 Charterhouse Square 
London EC1M 6AX 

8 March 2000 

NOTES 
1. A shareholder entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and, on a 

poll, to vote in his stead. Such proxy need not be a member of the Company. 
2.  A form of proxy is enclosed and to be valid must be lodged with the Registrars of the Conlpany not less than 

forty-eight hours before the time fixed for the meeting. 
3. To be entitled to attend and vote at the meeting (and for the purpose of the determination by the Company of the 

number of votes they may cast), members must be entered on the Company's register of members at 12 noon on 
17 April 2000 ("the specified time"). If the meetlng is adjourned to a time not more than 48 hours after the specified 
time applicable to the original meeting, that time wdl also apply for the purpose of determining the entitlement of 
members to attend and vote (and for the purpose of deternnning the number of votes they may cast) at the adjourned 
meeting. If, however, the meeting 1s adjourned for a longer period then, to be so entitled, members must be entered 
on the Con~pany's register of members at the time which is 48 hours before the time fixed for the adjourned meeting 
or, if the Company gives notlce of the adjourned meeting, at the time specified in that notice. 

I. The register ofinterests of Directors kept by the Company in accordance with Section 325 of the Conlpanies Act 1985 
will be open for inspection at the meeting 

5. No Director has a contract of service with the Company. 
6. If the dividend recommended by the Directors is approved, it will be paid on 28 April 2000, to shareholders on the 

reglster on 24 March 2000. 
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