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KEY FACTS

Investment Objective To provide an above average level of e
and income groweth fogether weilh fong feris svoaetl of capitil
througl a policy of investing maindy in higher yielding

LIN PTSE 100 compuanies,

Highlights of the Year
;.Révanqo ‘
Gross Revenues

Available for Qudinary Dividend
Barnings per Ordinary Share

- Dividend per Onilrmry_slmré

« Total Nt Assels

Net Asset Value per Ordinary Share

I estments are valied on the Intags seb oul @y e Satenierd «

Restatedd isew Ny 19 on page 2h

Financial Calendar

Rosults

Half-year announced early

Sept mber.

Fullsyear anavmeed early Narch.
Report and Accounts posted o
Shareholders mid-April.

Antwal Geveral Meeting held caelv

May.

Ordinary Dividends

First quavterly paed late August.
Second quarterly paid tate

Nos ember.

Third quarterly paid late February.
Final paid lale May.

Preference Dividends

Pavable half-yearly 1st Angust and
1st February.

Debenture Interest

Pavable half-yearly Ist May and
1st November,

£13,099,765
EL11,296,734

Li7.1'.l‘)_.4 l"* +54

E10132,0584% 483
11-¥4p n2Wps 82
1000p 10-60p +38

F* f’"“,@

e ‘ ﬂfc lq‘i “i

B3 27’."'\25 £2 la,B‘%l,SZl“‘ +284

302:9p 235-?;-* +28:5

wevtmling Polizies

Savings Scheme

Through the Kleinworl Ben: on
Investment Trust Savings Scheme
sharcholders are able to pat
additional investment into the
Trust at Tow cost. Investmants can
be in the lorm of a regular
gaynient or an individual lump
sum and there is an arrangement
for the reinvestment of dividends.
Full details of the Scheme are
available tron the danagers an
request.

Personal Equity Plan

Sharcholders can invest in the
ordinary shares of the Trust
through the Klejmwvort Benson
Investment Trust Personal Equity
Plan. Full details are available from
the Managers on request,
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CHAIRMAN’S STATEMENT

Resulls

The results for the vear ended
31st Janvary 1994 show that net
earnings per ordinary share were
T104p, which should be
compared with the 10-20p
{restated - see below) 1wecorded in
th> previous financial year, Your
Board is recommending a {inal
net quarterly dividencd of 2.85p
per share, giving tolal dividends
for the 1993/94 financial year of
11000, This reprosents an
increase of nearly 4, when
compared with the total of 10:60p
per share paid for the previous
financial year. In this way the
Trust has achicved a further year
of solict progress in dividend
payments, with the rate of
increase remaining ahead of the
general level of price inflation,

In June of last year, the Trust
aised £30m of new long torm
debt through a joint issue with
three other foy estment Trusts
managed by Kleinwort Benson
Investment Management Limited,
The funds were raised through a
pooled vehicele, Fintrust
Debenture PLEC, and are
repayable in thirty vears tme,
This issue restored the level of
gearing to approximately the 20
loevel established at the (ime of
the Stepped Loan issue in
December 1987,

With the raising of new funds,
the Board took the opportunity to
review the accounting policy for
the finance costs of long term
borrowings in the light of the
proposed financial reporting
standard on capital instruments.
Subsequently, the Board
reviewed the accounting policy
adopted for recognising income.
With the agreement of the
Auditors, your Board has decided

S A v

lo make two significant changes
in accounting policy: which have
required restatement of the 1993
comparative figures, First, as
stated in the Interim Report, the
finance costs of long term
borrowings are now charged to
capital and revenue in the ratio
30:50 to reflect the Companys
investment policy and
prospective income and capital
growth, Second, to brng the
Trust more inta line with current
accounting practice, dividend
income is to be accounted for on
an ex-dividend basis and interest
on investments as it accrues on a
daily basis = previously both
were aceounted for on a due date
basis, These changes are stated
more fully on page 16 and in
nate 19 on page 24,

The Trust's Revenue Aceount has
benefited from renewed growth
in the dividend income from
quoted investments,
Additionally, a high leve) of
income was secured from the
investment of over £30m n gilt-
cdged securities, coupled with
buoyant receipls of uaderwriting
commission. In contrast, income
from cash deposits fell from
£2.20m 1o E0:78m, which
reflected a fully invested position
for much of He vear and the
lower level of interest rates
con.pared with 1992793,

Qver the Tast vear the net assets
attributable to the ordinary
shareholders rose by 28-5%, from
235-7p (vestated) to'302:9p per
ordinary share. This return,
together with the dividend
payments referred to above,
gives a total return for the year
ended 31st January 1994, on a
gross basis, of 344%, This
compares with a gross total
return on the FT-Actuaries All-




HISTORICAL RECORD

e cinded T L

Revenue and Capital

Gross Revenue (£000's)
Earnings per Share {net}
Paid net per Share

Tax Credit por Share
Gross Qrdinary Dividend
"I’(\tai Nat Assets (F000s)

Net Assels atiributable to
Ordinary Capital (£000°)

Net Asset Value per Qrdinary Share

Geographlcal Dlsposmon of lnvested Funds

United Klngdom
" North America
Japan
Otilier Far East
' 4I‘-Z-urope

COther Countries

Notes

+ Restated to reflect the change in
accounting policy for finance costs
of long term borrowings,

# Restated to reflect the change in
accounting policy for dividends
and interest on investments, The
gross revenue, carnings per share

and net asset value figures for
years 1985 to 1992 have not been
restated in respect of this change
for reasons of practicality.
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The share price, atler adjustment
for bonus issties, was 45:75p al
31st March 1982,
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DIRECTORS AND MANAGEMENT

Directors

Colin Black {Chairman)

{Born February 1930) juined the
Board in January 1992, Formerly
Chairman of the Association of
Investment Trust Companies. he is
Chairman of Scottish Widows'
Fund and Life Assuranee Society
and of Kleinwort Benson
[nvestment Management Limited
and 1 a Director of Scottish Power
ple and Kleinworl Benson Group
ple.

Sir John Banham

{Born August 1940} juined the
Board in August 1992, Formerly
Director Ceneral of the CBI he is
Chairman of ECI Venlures Limited,
Tarmace PLC and West Country
Television Limited and is a Director
of National Westminster Bank PLC,
National Power PLC and John
Labatt Limited.

Sir Derek Birkin 7.0,

{Born September 1929) joined the
Board in May 1986, He is
Chairman of RTZ Corporalion PLC
and is a Director of Barclays PLC,
Unilever PLC, CRA Limited,
Carlton Communications ple, and
Merck & Co Inc.

David Hopkinson ¢.B.E, R.D, DL,
(Born August 1926) joined the
Board in July 1973. Formerly
Chairman of M & G Investment
Management Limited, Managing
Director of M & G Group ple, and
Chairman of Harrisons & Crosfield
PLC, he is a Director of
Wolverhampton and Dudley
Breweries ple and Charities
Investment Management Limited.

Sir Thomas Risk

{Born September 1922) joined the
Board in July 1973. Formerly
Covernor of the Bank of Scotland
and a Director of Shell (UK)
Limited, he i3 a Director of MSA
{Britain} Limited.

Sir Anthany Tuke

(Born August 19201 juined the
Board in January 194, Formerly
Chairman of Bardays Bank PTC
and RT/ Corporation ' C and
Deputy Chairman ot Royal
Insurance PLC, he is Chairman ol
Savoy Hotel PLC.

Ben Siddons F.c.a.

— atternate director to Colin Bladk
{Burn May 19453 he is Chairman of
Kleinworl Benson Investment
Truste and is a Director ol
Kleimworl Benson Investment
Management Limited, Kicimvort
Smaller Companies Imvestiment
Trust ple, The Brunner Invesiment
Trust P1C, Kleinwort Development
Fund P1.C and Kleinwort [ Tigh
Income Trust ple.

The Managers

Kieinzrort Benson Lreestent
Muntagenient Limiled

Kleinwort Benson Investment
Management and associated
companies currently manage assets
valued at £17-1bn, This sum is
made up of investment trust, unit
trust, offshore and pension fund
portfolios as well as monies
entrusted o their care by other
institutional and private clients.
KBIN is a member of the London
Stock Exchange and IMRO.
Through the Kleimwvort Benson
Group, KBIM has a strong network
of international connections. In
North America, Kleinwort Benson
has offices in New York, Chicago
and Los Angeles. In Europe it has
offices in Frankfurt, Geneva and
Madrid. In the Pacific Basin it has
offices in Hong Kong and Tokyvo
and has agents in other key
countries,

Fund Manager

Nigel Lanning ATIME st s

a Director of Kleinwart Benson
Investment Management Tamnited.
is manager ot the porttohu.

Secretary and Registered Office
Peter T ongerott, v ts

10 Fenchurch Street,

Londoen, FUAM 3B

Telephuone: 1714956 b

Registrars and Transfer Office
Barclays Registrars,

Bourne House,

34 Beckenham Road.
Beckenham, Kent BR3 4TU

Registered Number
28270

Auditors

Prive Walerhouse,
Chartered Accounlants,
Southwark Towers,

32 London Bridge Street,
London SE1 YSY

Bankers
Barclays Bank 'L.C
Kleinwort Benson Limiled

Stockbrokers
Cazenove & Co.
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Directors

Colin Black (Chairman)

(Born February 1930) joined the
Board in lamnn 1992, Formerly
Chairman of the Association of
Investment Trust Companies, he is
Chairman of Scottish Widows
Fund and Life Assurance Society
and of Kleinwort Benson
Investment Management Limited
and i» a Dirvector of Scoltislh Dower
ple and Kleinwort Benson Group
ple.

Sir John Banham

{Born August 1940) joined the
Board in Augusl 1992, Formerly
Director General of the CBI he Is
Chairman of ECI Ventures Limited,
Tarmae PLC and West Country

Television Limited and is a Director

of National Westminster Bank PLC,
National Power PLC and Tahn
Labatt Limited.

Sir Derek Birkin T.0.

(Born September 1929) joined the
Board In May 1986, He is
Chairman of RTZ Corporation PLC
and is a Director of Barclays PLC,
Unilever PLC, CRA Limited,
Carlton Communications ple, and
Merck & Co Inc.

David Hopkinson c.8.E, R.D, DL
{Born August 1920} joined the
Board in July 1973, Formerly
Chairman of M & G Investment
Management Limited, Managing
Director of M & G Group ple, and
Chairman of Harrisons & Crosfield
PLC, he is a Director of
Wolverhampton and Dudlev
Breweries ple and Charities’
Investment Management Limited.

Sir Thomas Risk

(Born ‘-‘mptcmbc 1922} joined the
Board in July 1973, Formerly
Governor of the Bank of Scotland
and a Director of Shell (UK)
Limited, hwe {s a Director of MSA
{Britain) Limited.

"TORS AND MANAGEMENT

Sir Anthony Tuke

(Born August 19203 joined the
Board in lanuary ¥4, Formerly
Chairman of Barelays Bank I'NC
and RTZ Corporation PI € and
Deputy Chairman ot Royal
Insurance PLC, he is Chairman of
Savoy Hotel PLC,

Ben Siddons r.cA.

- alternate director to Colin Black
(Born May 1945) he is Chairman of
Kleinwort Benson Investment
Trusls and is a Director of
Kleinwort Benson Investment
Management Limiled, Kleinwort
Smaller Companies Investment
Trust ple, The Brunner Investment
Trust PLC, Kleinwaort Development
Fund PLC and Kleinwort Fligh
Income Trusl ple.

The Managers

Kleimzoorl Benson Livestment
Mamggentent Limifed

Kleinwort Benson Investment
Management and associated
companies currently manage assets
valued at £17-1bn, This sum is
made up of investment trust, unit
trust, offshore and pension fund
portfolios as well as monies
entrusled to their cave by other
nstitulional and private ¢lients.
KBIM is a member of the London
Stock Exchange and INMRO.,
Through the Kleinwort Benson
Group, KBIM has a strong network
of international connections. In
North America, Kleinwort Benson
has offices in New York, Chicago
and Los Angeles. In Europe it has
offices in Frankfurt, Geneva and
Madrid, In the Pacific Basin it has
offices in Hong Kong and Tokyo
and has agents in other key
countries.

Fund Manager

Nigel Tanning 3 TIMER So s

a Director of Kleinw art Benson
Investment Management T insted
is manager of the portheho

Secretary and Registered Office
Poter Longeroft, A s

10 Fonchureh Street,

Tondon, FUIN 3B

Telephone: 071-Y95¢6 optin

Registrars and Transfer Uttice
Barclays Registrars,

Bourne House,

34 Beckenham Road.
Beckenham, Kent BR3 4TU

Registered Number
282760

Auditors

Prive Walerhouse,
Chartered Accountants,
Southwark Towers,

32 London Bridge Street,
Londonr SE1 498Y

Bankers
Barclays Bank PIC
Rleinwort Benson Limited

Stockbrokers
Cazenove & Co.




INVESTMENT MANAGFRS R1VIEW

Economic Background

The last tinancial vear was very
unusual in that it included only one
change in UK base rates, the
reduetion of 05" to 557, just before
the November Budget. Nevertheless,
it was the expectation of lower
interesl rates, at home and in
Continental Europe, which drove
markets higher for much of 1993, In
general, intlation in the LK and
vlsewhere was somewhat below the

FTSE 100 - Price Index

3500

levels forecast early in the vear and
this led bond markets to diseount
long terme inderest rates at lovels not
seen tor nearly 20 years.

The available evidence sugposts that
growthoin Gross Domestic Mroduct
was 257 or the UK in 1993, This s
a substantial improvement compared
with 142 and has been brought
about by the rebuilding of consumer
vonlidence following the sharp lall in
interest rates al Hhe ened of that vear.
it is encotraging to see that exporters

3400
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1994

hav e wamwed sonisaderabrle b pend:
trom the des abiabion ot <toriae
duspite the sluggshness of Fanopoan
econaminvs G ompany probis ey
begun to show o u-clul impres ement
tallowmyr the end o1 the rocesson
and the res nal i dnadend goowth
has al-o been & welvome soaastence

Market Background

The year can be di ided into twe
halves with the hest siv monthe
reconding a steady & rse i the -
Actuaries Allshare Indes Thas
performance was based on a graduad
impros ement in conditiatis tor the
corporate sector as the econonin
benefited from sterhing’« devialuabion
andd (he previous year's relasation n
monetary policy, In contrast the
second half produved a substantial
revaluation, with UK egquities rang
by over 20% up to Rst lanuar, 14

There were o dins g foraes behand
this very buovant trend Lirdtlv the
efteetive break-up of the ERM i Tulvy
and August led 1o vwidespread
evpectations ot a rapud 1all m
European interest rates Although

the resultant culs were more modest
than expected. investors were
attracted by the prospect that sterling
interest rates would have to ol
suil, Secondly, the November Budget
included a tougher than espected
approach to the control of publiv
expendituare, which in turn led to a
downward reappraisal ot the
Guvernnwent’s funding needs in

e a5, Confidence was reintorced
further by the fall in the underlying
infladion rate to below 37, which
ook place despite the improvement
in economic growlth.




Equitles

The revival of inlerest in recovery
sititations has had a particularly
positive impact on the Trust’s
portfolio during the last financial
year, Nevertheless, the large number
of dividend cuts during 1992 meant
that many of these companies did
nut bave the traditional attraction of
high income. Inn addition, the
subdued nature of the econemic
recovery has required a vigilant
approach {or investors seehing those
companies which offer groveth
prospects over the medium term.
This environment has meant that an
aclive approach was necessary to
secure the Trust's incomwe targets.

Amongsl those companies which are
eapected to benefit from the
improvement in economic conditions,
the Trust has raised its holdings in
the property sector through Slough
Estates, where the holding was
increased, and MEPC when the
shares were depressed at the time of
the rights issue in July, Additionally,
a new holdmg has been purchased in
Redland, which offers an attractive
dividend yield as well as ant exposure
to the more buoyant construction
marhkels in the US, the UK and East
Germany. In the cases of Barclays
and Forte, the shares were purchased
carhier in the financial vear and
subsequently sold at a useful profit.

The substantial fall in values in the
pharmaceutical wector in the last year
Il to @ series of buying
opportunities, These companies offer
the combination of steong balance
shents and cash flows, together with

Investment Changes

3 L LI ] . g

t
s
r
'

‘Equlﬂos,zqu >+ inters
Valualion 31 Januacy 1993 250,788,100 2,334,094 10,561,200
Purchases 62,417,14% 7308 1R,6t:2,250
Snles Procends {h6,638,033) {813,815} -
Gains and Losses 66,898,194 223,517 3.800,741
Valuation 31 January 1994 323,955,410 LA 33,3319

Thirty Largest Equity Holdings

"

i

i’
ty - T

203,653,5

1,616,527
(57431544
0521452

WRETI25

BT 11,257 2,891 2,222 16,370 436
National Westminster 10,608 —_— 3,643 4,250 397
B.AT. Industries 11,724 412 1,487 13,623 3-8
Eastern Electricity . 6,970 —_ 4,930 11,000 332
Shell Transport & Trading 8370 — 2,640 11,010 347
British Gas 11,340 {3,602} 2,082 9,820 274
Great Universal Stores 5,820 — 3112 8,932 2.49
East Midlands Electricity 4,812 — 3,588 8400 234
North West Water 6,331 208 1,688 8317 232
Prudential Corporation 5833 788 1,33 7955 222
Land Securities 4,503 — iy 7,230 202
Commercial Union 3,344 2,696 “891 5931 1493
Lloyds Bank — 6,083 504 6,677  1.86
Charter Consolidated 5,185 — 1,077 6,062 175
Cadbury Schweppes 4,640 444 860 5944 166
General Accident 4,604 — 1,208 5812 182
BTR 4,719 80 847 5,656  1.58
Thames Water 4,311 o 1,071 5382 150
Guardian Royul Exchange 3486 —_ 1,598 5088 142
Barclays 4,200 {1,741) 2,557 5016 140
Slough Estates 2,144 56,2 2275 40981 139
Zéneca — 3,587 1,347 4,934 138
Dalgety 4,835 — 90 4925  1.37
*Sun Alliance 2916 1,000 971 4857 1,36
Allied-Lyons 5,780 {1,425 438 793 134
P&O Steam Navigation 3,395 219 1.169 4,783 133
BOC 3,672 1,027 @) 4690 1-31
GEC 3,908 (49 724 4,583 128
Legal & Clenéral 3,825 — 706 4,531 126
Boots 2,994 888 534 4416 123

I [tdes Convertible Bonds = Valuae £1,232.70%
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seope for real dividend increases.
The managers have thus established
holdings in Glase and also e
Zeneca, the latier being purchased al
the time of {ts demerger trow (KL
Additionally, a holding was
purchased in the Granada 7 '
Convertible.

Amaongst the exisling holdings, the
managers have Jooked very elosely at
those shares which may be subject to
intensitying competitive pressures. In
this light the investment in British
Gas was lop-sliced ahead of the
Monepaties Commission report, In
addition, a number of the holdings in
the brewing sectar were reduced,
bearing, in mind the excess capacity
that exists in that industey. Amongst
the complete disposals during the
year the most signiticant were ICL
which is beset by tough competition
in Furope, and Lloyds Abbey Life,
where it is thought that sales
momentum may be difficult ko
sustain,

Amongst the remaining non-core
holdings in the portfolia, there have
been furtier sales of unlisted shares
which realised nearly EO75m.
Principally this war. achieved through
the takeover of Aberdeen Petroleum
by Pittencrieff PLC. The removal of
restrictions on dealings in Roper
Industries permitted the realisation of
a further £0:5m. The investments in
the unlisted category are now
confined fo the Us and represent
only (457 of funds invested

Fixed Interest

The appreciation in fixed interest
marhets has provided an atractive
opporlnmily for the Trust to secure

United Kingdom Listed Equity Holdings

i)

Natival Westminster
B.A T, Industries
Eastern Flecionity

shell Tranapwst & Trading
Dritishy L

Cideat L'owversal Storgs
East Midlards o tectddily
North West Wvaley
Pruduntal Corparation
Land Secttics
Commeraal Lnion
Lloyds Bank

Chirter Consolnated
Cadbury Schweppes
General Accidint

BIR

Thames Water
Guardian Royal Exchange
Barclays

Slought Eelates

Zenee AN
Dalgety B

@ Sun Altlance

+ Blue Circle Industries

Allied-Lyuns
P & © Steam Navigatfon
BOC

GEC

Legal & General
Baots

Argyll

Srotlish & Newaastle

Bass

1 Granada

United Biscuity
Booker

[adbroke
Unigate

Cator Group
Smith & Nephew
Spars
Anglli.m Water
English China Lags
MEPC

Kleinwort Jansen

t British Acrospace

Whithread

n BPY Industries
KN

Kedland

BICC

Glav

Drawson International

~ Mansen

Givowed Internatlonal

I -
3 LLE Enterprise Finance

L]

Gouthers Electyic

Klemnwarl Benson UK
Property [nvestment

Sedgwick

Interpeise O

Hillsdown

+ Williams Holdirgs

Ulon Dhscount
Clkver

% s
B4.250 (pul
11625110
TEU30 )
1100000
9514%,6%)
KA1 500
CED LY
8317304
793500
7229500
0931455
BH7E I
262,000
5933444
SA1Z000
B.456,350
5382000
5,043,750
5,016,110
4,081,625

3:448,000
3408,750
327900
3314204
206,325
3047200
2m8 1w

2915,00
2,882,425
AN ROL
2,656,010
2650,5M
2530000
2316000
1236,250
2470

2154006}

2,090,211
2Lo8,000
1804000
10BN
L2632, 75
1,180,500

3347

£323,935.411)

comate e wow A [ R

LI O

Wk nl o axdt Bolds
T A e N TR L
LT U N B A TR R

Teleoommuin atins

Banksnzg group

Tubarew and Loan 1l sorvaus
Flevtricity distribation

Internutional integrated wl and (35 gdicp
Civs prosfuction and disteduten
Mk nzder and multipte rotader

Liea ity dustribution

Water d stububion

Lite and goreral insureme

Property mvrstment and develoymedt
Compuate frsurance

Tankine prour

Diverabed holding conpany
Confeclionery, soft drinks and focd
Camposite insurande

ndustrial conglometate

Water distnibution

Composite fserande

Banthing grovp

Tropetty investments

Manufagture of pharmacenticals
Food manefaeturer

Insuraie

Brewer, wines, spinits and food
Shipping and property

Cases and heaith e

Hectronies and vlevtrical equipment
Life andl general insurance

Chain store

Fomd retoniing

Brewing and Jeisure

Cerment manutacturer

Brewing and dishlling

Televisior, entertairvuent and el
Food manulacturer

Food manufactur

Hotels, botting, DY and property
Food manutaciuring

Gus distributors

Heatheare manmisehazes

Diversificd retaling yroup

Water distribartion

China day eatraction ind building produdts
Mropoerly weestment

Merchant hank

Atreraft, missile and motor manufacturer
Brewing and disulling

Building materials and packagiog,
Enpinvering and industeial sers ices
Bukiders malerials

Calbie manufacture and constraghion
Tharmaceuticals

Texttles

Industrial conglemerate

Foginvering and busding, materials
Metals and malerials

il exploeation ard production
Flegtricity drstribution

LK propretty ins xtment
Insurance broker

Qi exploration and production
Food mansifacturer

Indusial conglencrate
Discount hoase

Feotwear tetalling

#120% of Tolal Iny ested Funds

= o G
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Fixed Interest Holdings
al 31t lonmuary 1994

g e
e St by

Treastry 8:4% Loan 2007
Conversion 9"4% Slock 2004
Trrasury 8% Lodan 2002/06
Conversion 9475 Stack 2003
Felixstowe Dock Pref Units

141869216 Gilt-edged stock
696,53 Gilt-edged stock
5694315 Gilteedged stock ¢
5582248 Gilt-odged stock

658,173

£33,033,19]

Port operator

I
%2174 of Tatal Investei Funds

North America Unlisted Holdings
at 3lst fonuary 1994

Muzzanine Lending
Assoclation 1875980  Leverage buy-ont fund
Transatlankic Ventures 421,920 TFund of uaquoted technology companies’,

* JW. O°Connor Graup 214,450 US property investment
Harrow Inaustries 70770 Fumiture and hardware products for house and garden

Republic Geothernal 7998 Geothermal energy, exploration and developntent
E1,74,124 0500 of Total Invested Funds

vy ebme; o el sabapdait wompans Suroy sy Imengs b S w

both capital appreviation and a hugh
level ol ncame in real foems

sShareholders will recall that the Trust

had £10:5m invested in gilt-edged
sectiyiiies on 318l January 1993 and a
further L18-8m was added to thie
during the last linancal year, As a
result the total in gilt-edged was
£330m or 427 of ins esbed funds, al
the vear end. These inyestments
have continmed to play 2 nsetnl
tavtical role, as mentioned in Jasl
years teport. Whilst intlationar
pressures remain sumew hat muted,
the investmentis in the gilt-edged
market will help the Trust o secure
its core level o investment income

Futura Policy

It appears that UK interest rates are
close now to the low point in therr
cyele and that there may be lillle
further stimulus for the ma-kel irot,
this source. UK equities are thus
dependent on earnings growth ks
sustain curient market levels. The
managers plan to emphasise thowe
i estments which are kel to
participate in this carning~ trend
and, in particular, those swhich otfer
the prospect of above average
dividend growth, Indeed, the
improved healih of the corporate
sector, in terms of balance shuet
strength and dividend covor,
suggests that a more ophnustic view
can be taken towards prospective
dividend pavments. Nevertheless, it
temains of greal importance to
maittain the quality of the portfolio
and this will continue to be a prime
clement in the investment policy

P
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DISTRIBUTION OF INVESTED FuxDs

EHSF Figany oy

Invested Funds — £388,779,725 ({903 ~ £263,083,304)

Equities (including convertibles)

Mineral Extraction
Fairactive Incustries

Oil, Inlegrated

Ol Exploration & Production

General Manufacturers

Building Materials

Chemicals

Diversified Industries

Electrunic & Electrical Fquipment
Fngineering

Engineering, Vehicles

Tealiles & Apparel

Consumer Groups
Breworics

Spirits, Wines & Ciders
Food Manufacturers
Health Care
Pharmaceuticals
Tobraceo

Services

Loisure & Hotels
Retailers, Food
Retailers, General
Transport

Utilities

Electricity

Gas Distribution
Telecommunications
Water

Financials
Banks
Insurance

Life Msurance
Merchant Banks
Ouher Financial
Property

Total Equities

Fixed Interest
Government Securitios
Preterence

Totals

Percent

age of Valuation
' oﬁh,& g
Ll

R E e s e ¢ oAy . e, i 5 ;i

Th —— ftr 09
Al - 3 32
B - 1-1 09
5.8 e 5N 2l
RO — 28 21
1-3 s 1:3 32
o4 — 44 oY
2.0 — 20 4
[-5 —_ 1-5 21
05 — 08 18
ey . 07 1:5
138 — 138 193
332 — 3.2 ay
13 - 143 22
o7 — o7 7
10 — 14 146
iy —~— 2:1 o0
38 — 3-8 44
1841 —_ 15-1 196
23 —_ 23 a4
1.2 — 1.2 00
43 —_— 43 44
1-3 —— 13 23
9.6 — 9h 101
03 — a3 4R
a8 — 28 53
46 — A4l 43
48 - 4-8 4D
195 — a8l
73 — 73 56
6 — (Y 10:7
35 -— 5 1.5
04 — 04 07
N3 -4 5 1
_ 30 {1 54 35
238 05 243 234
03 0-3 9kH 960
90 - 40 3-8
02 - 02 0.2
QUi {:5 100:0 1000

I abeee Qrongpaavg  are Baseed vad Pae B W nieies Shive udeoes

Jria

Juess

Sy

#J K3
]

Mineral Extraction

FR—

-
JLLTE| I 1% 1
|

a3 ! s l
General Monufacturers

Pisng , L

varg ' l vn.
Consumer Groupy

Jud Uty

jumg ) . 1ed 12
Sorvicas

Twnid | 45

RIS ! N1
Utltlties

Pt ] Y

Juws ] 2y,
Financials

Thwig .

gt

| YU

_l .

Fixed Intorest
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PFRFORMANCE

PR N

The Merchanta Trust #io
S vearrecord - 3o Jonary AR 4 10

GRADPHS

23 i

2041

17%

10—

.
.
ar
I.'.‘

128 -

SRTURIL Py Y o
FTSL 100 Index rornl rerum
{net Income re-Invested)

1992

dlerchonis NAV ol rerym
{net income re-tavested)

Building Soaicties Highest Rate
(net Income resinvesed)

R

The Marchants Trust me
S8 year record = ot Jameary 1909 = HO

1093 04

200

15

150

19.9 1950 1991

Merchants
Net Dividend

19492

rommeon Retall Peice Index

T v F R ity Y

L REXG-NY e 4

1953 1904
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REVENUE ACCOUNT

P L T TN T PR Y DR T S

Income from Fixed Asset Investments
Frambed moome fiont
Listed investments

Lnpranked proonne from: tNple 19
Linted investments
Unlisted tnvestments

Othor Income
Deposit interest
Undenvriting commission

Gross Revenue

Expenses of admynistration {Nofe 21
Finance costs of borrowings (Note 3

Revenue before Taxation
Tanation tNole )

Revenue after Taxation
Dividends on Preference Stock

Revenue avallable for Ordinary Shares
Dividends o Ordivary Shares of 25p

1st Interim 2:65p paid 27th August 1993
2nd Interim 2:05p paid 19th November 1993
3rdd Interim 2:85p paid 25U February 17494
Final 2R3p proposed

{1903 = folaf JU-ufiph

Revenue retained rtransterred) for the year
Revenue Resarve brought forward

Revenue Reserve carried fortwvard iNole 112

Earnings per Ordinary Share iNufe 5

Ll

3214679
B0

B ——

784,291
379,007

Rt ammina]

{L637485)
(2,350,853}

P

(2,711,300
(2,711,300
(2,915.41)
{2,915,991)

P ]

[ bt poen Bis b M0 some it ot s o Noeerrits

12,547 4210 14,224,28h
[ 476418
112,507
W] URT AR9,985
16,880,405 14,513,271
T3,195,650
110,491 |
1,163,358 2,306,141
18,049,765 17,119412
(1,289,995)
{1.614,567)
{4,188,338) (2,004,562}
13,861,427 14,214,850
12,521, 646) 13,738,869
11,339,731 10,475,981
{207y {42997y
11,200,734 10,432,984
2,711,360)
2,711,360
(2,711,360}
(2,711,360)
111,254,700) 110,845.440)
42,087 {412.456)
AR ) 7,626,682
17,280,250 £7,214,20
110 10:20p

e n AT B e AP P AR i £ i e B . Tt Mt RAST e B



BALANCE SHEFT1

r

TR TN O AT TTS FRURN RNITS

Fixed Assets
Investments eNote )

Current Assets
Debiors (Nolr 8
Cash at bank tNete 82

Creditors
Amounts falling due within one gear tNofe #1

Net Current Assets

Total Assets tess Current Liabilities

Creditors
Amounts falling due after more than ene
year (Note 8)

Total Net Assets

Capital and Reserves

Called up share apnial:

Ovdinary (Note 11

Preference (Nofe 1

Share Premium Account (Nele 12
Capital Reserves:

Realised tNote 131

Unrealised ol 13}

Revenue Regerve tNole 11)

BRI IS

4,825,331
L0 48]

—— ta

L S

(10,705 425)

—— b ana |

15,140,367

265,683,504

e

2,182,367 |
17,169 254 §

10451 nt1

[8.82?,5'-‘:('))’

10,523,790

ATauz4112

274,207,185

The furanewl sfateszents an pages 12 ta 24 eere approved bu the Beand
of Directors an 3k March 190 and signed on ns belwlf biygee

COLIN M. BLACK

th2 R 887 (3LE7B60d)

£311,120,525  £342,331,521

28,47H,5h 25,578,569

L1780 1,178,000

X183 5183

160,634,707 153,763,331
1,471,508 54,588912
207 106,215 208,352,243

7,256,258 714,226

L311,i0T525  £242,331,521

;,.,a;’/" B *ﬁ } . = o

¥ e, oy v e
’ o i ..

Directors -
DAVID THHOPKINGON

e Deebes o paages To b 2Hens part ot Bieee Yool
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STATEMENT OF TOTAL
GAINS AND L.Ossrs

R I LR TARTIPU TS AV B I T TR R T AR

Capital gains and losses on investmants

Rualised gains amd losses

Lo Related amaounis recogiised as unrealised
n the previows punod

Unirealised gains and losses arising in the vear

Other capital itemns

Iixchange gains on foreign currenes fransactions
Finance costs of borrowings

Taxation relief on finance costs of borrowings

Total capital gains and losses (Noele 14
Revenue profit available for distribution

Total recognised gains and losses
for the year

Prior year adjusiment tNote 19)

Total gains and losses recognised since last
annual report

D Netcor i e Ju b M o it ot Hicee Loavinnb

RECOGNINED

13K 550

{51150

2R TuR

——

1y MUR B R]

LAY RN

23,444
(2,550,833
359,424

(2,167,450}

[ TR

(MR R

11334731

RO3,713

L3u2, 30k

81,486,071

1LAB0,186 1 !

(Q.(ﬂ-l.?.%i__{i

(7,754,047

30,219,139

23,465,002 i

3,134
(1,614,502)

268,825

(1,342,543)

21,122,549

10,475,981

£31,598,530
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CASH FLOW STATEMINI

.
. I
L T T wt e

Net cash intlow from operating activities

Phaedy [0

Returns on investments and servicing of finance

Dy idends paid
[nberest pagd

Net cash ocutflow frem returns on
investments and servicing of finance

Taxatien

UK licome tas, paid
UK Corporation tax paid
Taxation ¢redits repaid

Net tax repaid (paid)

Investing activities

Payments to acquure fined asset investments
Receipts on disposal of fived assot investments

Net cash (outfiow]} inflow from investing
activities

Net cash (outflow) infiow before financing

Financing

Fixed Rate Interest Loan repayable in 2023

Net cash inflow from financing (Note 18)

Increase in cash and cash
equivalents (Nole 16}

Fran Yy pr o I b 24 Ay ko Hie o Vet

RILES T i

134735 2%

(10734

8BRS0

(50,735, ] 4ish
B5,60230030

—— b o .

SHRBEMT

WDk
ffeetuiech

R AR

form o, _a—==

(10 587,40y

ild 31 peSy T RECEE NI vy
I 136 0008
; 10,4 ;i
L -
NG 176,753
{72,471,1300
76,198,417 §
(25,132,112 a,737.280
{25, 4548,K02) 3,468,207
24,858,047 ——
£3,910,145 £3,468,207
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STATEMEMT OF ACCOUNTING POLICIES

Fr e year enfod SUSE lantmry P94

Y

The accounts have been prepared
under the historical cost convention,
modified to include the tevaluation of
investments and in accordance with
applicable accounting standards.

(i)

Revenue—Dividends (including
preferenee dividends) are accounted for
on an ex~dividend basis and are
grossed up at lhe appropriate rate of
tax credit, Interest on investments s
accounded for as it accrues on a daily
basis. Jn previous years, dividends and
interest on investments were accounited
for on a due date basis in the Revenue l
Account. Bought and sold interest were
taken to Capital Reserves, A prior year
adjustment has bean made in respect of !
this change in accounting polivy eNeie
™, i
Enhanced s¢np dividends are
accounted Tor by erediting the full
value to the Revenue Account.

Deposit intevest receivable s aceounted
_or on an accruals basis.,

Underwriting coramission is accounted
for on a receipts basis,

- i ————r— . ——ai e . o0 b

v i ——— et

(i)

Investment maragement fee - The
investment management fee is
caleulated on the basis set out in
Note 2 and is charged to the Revenue
Account in full.

3

|
|
i
|

)

D estients Hsted in the United
Kingdom have been valued at middle
market prices, Those listed abroad have
een valued at closing or midedle
marhet prices as available, Unlisted
investments are valued by the Dhrectors
based upon latest dealing prices,
stochbrokers” valuations, net asset
values, carnings and other known
accounting intormation. Net pains or
Jossi arising on realisation ol
investments together with ditferences
between valwe and Look cost are aken
directly to Caplial Reserves,

)

Advance corporation lax attributable to
dividends acerued or proposed at the
balance sheet date is ofiset against the
tax credits arising from estimaled
franked investmenl incotie receivable
up to the date of pavment af the
advance carporation tas. Any

unrelivy ed amonnt s meduded i the
Lalance sheet as 2 creditor and as a
debtor to the eatent that it s
recoverable i the short tern.

i)

Delerred tanation is provided using the
lallity: method on all timing
ditferences which are expreted ta
crystallise in the ivrenceable tuture,
caleulated of the rate ab whichit is
estimated that the tas benefil or Tabuldy
will acerue.

5

(i) :

I aceordance with Dooaaal Reperting
standard 4 ¢ apital struments™, long
torm borrowings are stated at the

ammount of nel proceeds unmediately

after issite plus the appropriate acrued
finance costs at the batanee sheet date,
The tiname vosts of such bormwimng-, :
being the dittecence bebween the et
proceveds of @ borrowing and the total
pavments that mav be required in '
respect ol that borrowing, are allocated
to periods oser the term of the debt at
a constant rate on the carrving ammunt.
Pinanue wosts on long term boerowings
tgether with related s relied are i
charged to Capital Reserves and (v
Kot entie Accountin B ralio S0:5i o
reflect the Company s mvestment
pehiey and prospedin e ineeme and
capital growth.

Proviously all mterest relating to the
Company’s long, lerm borrowings were
charged fo the Revenue Accound as
wcurred while the redemyption
Premum vn the Company™s htepped
Itate Intetest Loan was being charged
to Capital Reserves over a fen year
periad A prior vear adjustment has
been made an respect of this change in
accounting policy 1Nvle 491,

{vii)

Transachions in 1oreign curichces dle .
recorded at the rates ruling on the date

of the transaction. Assels and liabilities
Jdenomumated in foreign currengies are
tran-lated at the rate of vaehange maling
at the balange sheet date, and protts o
losses ansing theretrom are aken direct
to Camta) Reserses.
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NOTES TO THE ACCQOUNTS

for the sear ended 315t fmry 1994

1, Unfranked Incame trom Fixed Asset nvestments

003! :)1
! atat
Interest (o UK fixed income stocks 2,331,635 317,605
Fnhanced serip dividends from UK equity securitics 1,726,415 L
Interest from overseas fised income seeuritics - 245506
Dividends from overseas equity securities 230,937 268,824

L4,268,987 £583,985

. 2. Expenses of Admfnls}raljlcz‘n

LETETER
i u:‘!‘

l.g)on!

Investonn! management fee 1,350,037

Banks’ safekeoping and other charges 13,030 20,160
Directors’ emalwmenls 05,600 67,615
Audilors' remuneration TR 7,808
Trusten's fees 03 1,206
Other administralive evpenses 200367 139,326
VAT recovered (1,700} ’ (1,698}

ELGMARS  £1,289.995

{1} The above expenses include value added tax where applicable,
P

() The management agreement with Kiciwvor! Benson Investment Management
Limiled, which is terminable on three years' nolice, provides Jor a fee, payable
quarterly, of 0:35% per atmum of the value of the assets after deduction of
curvent labilites, shart terny loans under one year and tait teusts and effshore
funds managed by Kleinwert Benson Invesiment Management Lintited,

{lit} Directors’ emoluments wera as foltows:

Chairmuan and highest paid director

The emoluments of the other direciors fell e '
within the foliowing ranges: ‘ g

- £5000 2 1
£5,001 = £10,000 i .
£10,001 - £15,000 1 1.

(iv) Included within other administralive expenses is an amount of £5,551
(1993 ~ £ nif} pavable to the Audilors In respect of non-audit services.
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3, Finance Costs of Borrowings
On Stepped Rate Interest 1 oan repayable atler more
than e years Lv3w, ol 1,557,002
LA On % Perpetaal Debenture Stack repayable after
St -
f"i«w more than e vears a7 27,500
“%T' I Fised Rate o] | o bl B 0
ifl i On Fived Rate interost [oan repas able alter mor
, ""’;' N -
;‘f!;;:g than five 3 cars BRESYD —-
E{g ;é On sterling overdratt " 0%
%’;Aﬁ‘ : LISWINTY £L6156T
N
Ef:e,g,%-
s'f:- ?;‘E, The tolal hnanee costs ol the Stepped Rate Tteres! Toan, 47 Perpetual Debenture
a;“‘: i Stack and the Tived Rate Interest Toan were L3277 525 G550, and, 1,709 154
b o e

roespectively o [993 L3, 17t RS and & nefrob windh L1,635.501, L2750 and
LSS50 respeclively e [993 2 LONT 00 227 S nnd ol hav e been charged to
Captal Resorves thote e

4, Toxation

L RIS | (‘g\jﬁ}j}m ;

: . J L
Fax credit for unrehev ed managemont o
Y ST
apenses al A sy 35 [RTRALIY (68,607 Tk
il

Ouetseas tavation oA 2428

Tan credits on dranhed vy eshiment
ingonme RS ERTEY 3,850,072

Underprovision of tan tor prevous vear - 24
Total taxation cAn2. 07 AATUAHS

Transleered to Capital Resorves ihaele 13 33429 208,82

Chargeable to Res enue Acconnst L2R2LeNhA £3,738.809

5. Earnings per Ordinary Share

The valealation of carnings per Crdinary Share s based on net eamings of
11,206,734 11993 - L1 432,984 reshated) and 102,31547K Ordinary Shaes of 28p
issue,

}i‘d. i‘ % }5 :‘
T 1T LRGP
9 gt i Bk 4L
i SR
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6. Contingent Liabilitles and Guarantees i
|
At 31ut January oad there were mutstanding contmgent Tabalities of £3001.7683 :
(13 £2,003. 2430 in respect of undenwrling commitments and calls on parth pard
investiwents. !
The Company has guaranteed the repay ment ol SH034112 111257 beveralhy :
Cuaranteed Debenture Stock 201% dssieed by Firsl Debenture Finance PLG as part of ;
the lerins of ils Stepped Rate Foan and there s a foating charge op all the
Company’s present and luture assels lo sectre this obligation.
7. Fixed Asset Investments
L Gk _N,._‘ N8
[ e |
Listed at Market Valualion on recognised
Stoch Fachanges
Cireat Britain JAud, 808, 3w 259,006,128
Alroad 2,000,211 2,439,674
Ve MR 201.446,602
Unlisted at Directors” Valuation
Great Britain e 407,409
Albroad 1,570,608 1,634,584
Bubsidiary tNofe 214,456 194,799
1,791,124 2,236,792
LASH,7TO,728  £263,683,30
Market value o) investments hoeld at
Lst February 2p%,683,39) 240,751,57
Unrealised net apprediation ab st 1ebrumy LML) (3L004,008)
Cost of investments held ot st February 200,004,482 206,747,571
Additions at cosl 51,010,727 74,462,041
Disposaly at cosl g-ls,-m:,uu:l \72,115,133)
Cost of investmaents held at 3st lanuary 2,82 209,394,482
Unrealised net appreciation al 31st Tanuary lha;l'?l.wﬂh 54,586,912
Market value of investments hetd al -
st January L3587 ,?ZR £263,683,294
The Company owns more than 10% ol the follwwing cumpanies. both of which are
incorporated in Great Britain and registeved in Fngland and YWales:
Company Class of Shages Held "o of Class Held " Thquity
First Debenture Finance PLC “B’ Shares 410 204
Fintrust Debentare PLC Oydinary 5.3 333
In the opinion of the Directors, the Company s not in a position to esert sigmibicant
influence aver the above companies. The aggregate share capital, reserves and
results of these iompanies are immaterial and they have been accounted lor as
imvestments at nil value.
!
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8. Current Assets and Creditors

o

Lebtors
Sales for fubure ~sttlemoent 267,150 828,338
Acerued ineome [ R [ 1,033,174
Other deblors KIHC X! 93,343
Tesation recoverable DL 227,532
£4.825,731 £2,182,387
Cash at bank—
Deposit aceount 20,995.000 17,110,000
Current account 2014l 59,251
LA E17,169,254
Credilors
Amounts talling due within one year--
Purchases for lubiire setttement 2HR2 NT 1,990,908
Other erecditors 1.202,619 542,967
Short term loan T 130 836,007
Bank overdeail R7UA3 —
Interest on 4w Perpelial Debenture Stack 13.75) 13,750
Dividend un Preference Stock 219 21,496
Dividend on Ordinary Shares paid
2oth February 1444 2,018.041 2,711,360
Dividend on Ordinary Shares {proposed) 21801 2,711.360

£10,703,427 £8,827,850

Amounts falling due atter more than ane sear=

% Perpetual Debenture Stock LITRMn 1,275,000

Fized Rale Interest 1oan 245,205 —

Stepped Rate nterest Loan 3150202 30,500,604
B2 0157 31,675,004

The short term loan s interest free and s tepas able on demand.
¥

The 47 Perpetual Debenture Stock s secured by a tloatiyg change on the assets of the
Company

The Stepped Rate Interest Toan comprises adjustable Stepped Rate nterest Toan Notes
of £5,133,320 and Stepped Rate Interest Bonds of L3537 fwned at #47 and
repayable at a premium of £8,360,513 Interest is pavable on the Bond= m s and
Janwary at an ftial vale of T.16% per annum mereasing annually be 750 compound
until January TRU, (hereatter it s at 14757 per annumy unb] materity en 2nd Tanuat
2018, Interest o the Toan Notes is variable by the lender in accordane witin the terms at
the agreement The accounting lreatment adepted i respeet ot he stepped rate mterest
and redemplion premyium s set out i the Statemwent vt Adcoupany Palicies

The Fised Rate Interest Loan was taben out dunng the vear to raise additional funds tor
v estment. This Toan has been stated at net proceeds being the principal ameant ol
L30,000,000 Tess 1ssue cosls of £141,053 plus acerued hinanee costs, The lean warries
inlerest at the rale of %.25125w per antuin on the prnapal amount pavable in arrears n
equal katl vearly mataliments on 20th May and 20h Nov ember i cach vear. The
Company has granted a floating charge over all 1its undertakangs, property and assats
favour of the Jender, Fintrust Debenture PLL, Thas eharge ranhs pan passa with the
floating eharges created by the Company to secure its obligations m relation to the
11.125% Severally Guaranteed Debentitre Stock 2098 of First Debenture Finance PLC
tNole 64 and in relation to the 4% Perpetual Debenture Stock,
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9, Invesiment in Subsid

Surrey Intvestments Inc is a wholly owned subsidiars

lary

rugistered in the State ot

Delaware, USAL sith an issued share capital of ESS300000, 1t was fonmed b act
as a Limited Partner in W Q'Connor Associates 1 and a <harcholder in 19
O'Connor & C'o Ine,. both of which are engaged in property des elopment mthe

US, I has no other assets or investments, There were
between the Company and Surrey Investments nc al
there been any tramsactions between them during the

no balan-es outskanding
Alat January 1) por hayve
vear ended at that date

In the apinion o the Directors i would be o no real value to the members of the
Company te proaduce consolidated accounts in view of the immatenial anont-

involved.

10. Share Capital

~uthorised

LTS 366

Cumulativ e Prefesence Stock
107431248 Ordinary Shares of 25p

Allotted and fully paid

LATS,000 365"

Cumulativ e Proterence Stock
2315478 Ordhinary Shares of 25p

R Y

1,178,000 1,178,000
20,557,512 25,822,000

EAWMEAID 27,000,000

1,ims 1,175,000
MATRSN 25,578,800
LI0TANOY  E20,736, 564

o

The authovised capital was mereased by LLIBEER12 to L28035,812 on 1t May 193
at the Cxtravedinary General Meeting of the Company,

11. Rovenue Roserve

Batance ac st Felruary as previously reported
Prior year adjustment Noge 1y

Restated balanwee at Ist Tebruary
Revenue rotained (transierred) lor the sear

Bofance al 31nt Janaary

12. Share Promium Acco

R

e

3
#

\ "

8,185,741 5,019,490

2028435 2,607,192
214,220 7,626,682
42,02 (412,450)

L7, 280,258 £7,214,226

unt _

Share Premium Account—
Balance at 3lst Janvary

1 L
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13. Capital Reserves

Realised

Balance at I8t February, as proviously
teported

Priow year adjustiment 1 Naote 14

Restated balance at Ist Pebruary

Net iy and losses on realisation of
v estments

[sehange gains on foreign currency
transactions

Finanee coss o bo fowings =
Stepped Rale Interesl Loan
Fizned Rate Interest oan

+L Perpelin] Debenture Stk

)

{1.naR, 0y
(854,540
e LV

153647247
(471, 601)

153,215,080

1,850,188

3,134

(1.557",552\i

—

7 S,

{LAMLNRY {L.6h4,502)
Tasation roliel thereon KEER 2-\?‘,8&’1}
11,345,077}
Balance at 3t lainwary £153,73,331
Unrealised
Trovesled funds al 3t fanuas
At valuation 3,683,344
At book value toost less amounts
written oih (AR AHD)
Bakanee al 31st Tanuwary £54,554412
14. Roconciliation of Movements in Sharoholders' Funds !
s P y
003 (7]
)
g o {‘l’ffu%‘;‘:}
Distributable profits
Revenwe prefit available for distribution 11,379,733 10,475,981
vidends 111,207, 5% (10,858,437
Transfer to itrony) distnbutable reserves 412,450}
Non-distributable profits
Recognised capatal gamy and Tosses
transierred to non-disteibutabie
TeserVes 21,122,540
Net inerease in Sharehotders” Funds 20,710,093
Opening Shareholders” Funds (ongmally
£240939,153 before adding pior year
adjustment of £1,392,3R%) 221,621,428
Closing Shareholders” Funds £242 333,721

7
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18. Reconciliation of Revenue beforg Taxation to

Net Cash Inflow from Operating Activitles

§ :

R setated)

Revenue betore taxation 13,8601 427 14,214,850
Add: Tiranee costs of Lorrowings 2,550,653 1,614,567
Tesse Tan eredits on Iranked investment income 12,335,004 {3,556,0%2})
ess: Ouverseas tan suffered {298) (2.428)
Fess: UK income kv sullered (75131 {240,w18)
Adid: UK meome tax deducted OtHLIE1 279,116

Adil: Exchange gains on foreign curreney

transactions 23,044 3,134

13742877 12,312,249
(nereased Decrease in debtors (373,570 563,039
Increase in creditors 78,150 - 2,599

Net cash inflow from operating activitios £1.3447,153 £13, 080,807

16. Analysis of Changes in Cash and Cash Equivalents

3 i:, s AR 5 % E‘w‘-s T Ty ,-
i At Sy
Cash at bank at 1st February 16,333,247 12,365,040
Net cash inftow 3910145 T 3,468,207

Cash ol bank at 31st January £20,243,392  E16,333,247

17, Analysis of Cash and Cash Equivalents as shown in the Balance Sheet

Cash at bank 2,024,481 1 17,169,254

Bank overdraft (57,453) ~—
Short term loan 1723,136) (826,007)

20,243,992 £16,333,247

18. Analysis of Changes In Financing during the Year

Long Term
Borrowings

Finanang at Ist February
Cash inflow from financing 29,858.947 —_
Inerease in acerued finance cosls Loe6,970 - 1,116444

Financing at 31st January Lo2,801,587 © E31,875,661

23
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© 19, Prior Year Adjustments

4 o
’ NN S - “ Lo

The prior year adjustments Lo the Revenue Reserve and Capital Reserves relate lo
changes in accounting palicy for i) the basis of charging finance costs of long, Lerm
borrowings and ii, the basis of recvgnising income from securities and have been
explained within accounting policy notes {vii) and (i} respectively as set out on L
page 16. The prior year adjustments at 1st February 1992 and 1993 comprise the
following:

Revenue Reserve—
Finance costs of lang term borrowings 1,238,747 1 1007482
Income {rom securities 789,688 1 15992401

2028438 © 2,607.182

Capital Reserves— . .
Finance costs of long term borrowings (870,393) : (b))
Income from securities 234,326 i 150813

e ] [k

(636,067
Inerease to reserves as at . - i
1st February £1,392,368 :  £2,135531

J . N

bl e e e

716D

The effect of adopling these changes in accounting policy on the resilts for the year
ended 31s! January 1994 has been lo increase the cevenue after laxation by

£1,281,808 (71993 ~ iecrease by £578,757) and decrease Lotal capital gains and losses by
E1,023,435 (1993 - L164,406).
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i RESPONSIBILITIES

il
e
Hi
b
&
J
N
: Company law reguires the directors o prepare financial statements for each
! ) ] 1 preg e i
i! d finarcial year wii b give a true and fair view of the state ol alfairs vt the Company
i; and of the revenue of the Company for tliat period, In preparing those financial
E?i‘ statements, the dicectors ore required lo-—

1
’ ; . setect suitable accounting policies an-d then apply them consistently;
1)
it . make jucgements and estimates that are reasonable and prudent;

* stale whether applicable acvounting standards have been followed, subjedt to

any material departures divelosed and evplained in the financial statements;

# prepare the financial statements on the going concern basis unless it is
inappropriate Lo presune that the Company will continue in business.

The dircctors are responsible for heeping proper accounting records which disclose
with reasonable ageuracy at any lime the financial pasition of the Company and to
enable them to ensure (hat the fnaicial statements comply with the Companies At
1985, "They are also responsible lor sategearding the assets of the Company and
hence for taking reasonable steps & r the prevention and deteetion of traud and
other irregularities.

CORPORATE GOVERNANCE

The Board has considered the Report on the Financial Aspeets of Corporate
Governance and fully supports the recommendations in the Cade of Best Practice
and the Association of Investment Trust Companies Guidetines. The Conng: iy
complies with all of the provisions of the Cadbury Commitiee’s Code of Bt
Practice, other than those items tnamely going concer and internal control), for
which guidance is awaited. The Company’s auditors, Price Waterhouse, havy

S reviewed our compliance with the specific matters in the Code which The Eundoen
" 1 Stock Exchange requires that the auditors should review, They have reporied {a the
Board that they are of the opinion that it is appropriate Jor the directors lo make the
statement that the Company complies with those aspects of the Code,

Ly yroT
s

The Board is currently composed of six non-exceutive directors, the majority of
whom are independent of the Managers, Kleinworl Benson Investment Managemeat
Limited (KBIM). They meet regulaly and are responsible for policy and stratepic
matters. They have been appointed for a specified term and reappointment will not

g vt e, i

i , be antomatic.

A Audit Committee has heen formally appointed and all the independent directors
e serve on it Its Chairman is Mr D. H, L. Hopkinson. It reviews the financial

; il . accounts, accounting policies and practices and compliancy with regulatory and

s L ’ financial reporting requirements. The Audit Committee also reviews the teyms of the
it Management Agreement between the Company and KBIM and the management fee

“57
i and considers the effectiveness of the internal controls,
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26 AUDITORS” REPORT

To the Shareholders of The Me aants Trust PLC

We have audited the Hinanetal statements on pages 12 0 24 which have been
prepared under the histoncal cost corvention as mdified Iy the revaluation ot
fived asset investments and the actonntifig pulivees set out o page o

Respective Responsibitities of Directors and Auditors

As deseribed on page 25 the Cainpany™s directors are responsibie for the
preparation of financial statements, It is our re ponsbility to form an o independent
opinion, based on our awdit, on these statements and s report our opinion to von

Baslis of 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 fvan sal statements., Tt alse
includes an assessment of the signilicant estimates and judgements made by the
directors in the preparation of the ficaneial statements, and of whether the
accounting policies are appropriate to the Company’s circurstances, consistenth
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the miormanon and
explanations which we considered necessary in order to provide us with safheent
evidence Lo give reasonable assurance that the financial statements are iree from
matetial misstatement, whether coused by fraud or other irregulanty or error Ju
forming our opinion we also evaluated the overall adequacy of (he presentation ol
information in the financial statements,

Opinion

In our opinion, the financial statements give a true and fair view of the state of the
Company’s affairs at 31st January 1994 and of its net revenue, total recognised gain-
and losses and cash flows for the year then ended and have been properiv

prepared in accordance with the Companies Act 1985,

e

Price Waterhiouse Mith March 1994
Chartered Acconntants and
Registered Awditors

Lendon
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DIRECTORS REPORT

Status

The Company operates as an approved investment trust within the meaning ol
Section 842 of the Income and Corporation Tases Act 1988, confirmation of wlhich
has been received from the Infand Revenue for the year ended 31st January 1493
Such approval is expected to be granted for the accounting year now under review,
The Company is not a close company, The Company is an investment company
within the meaning of Part VI of the Companies Act 1955,

Share Capital

On 10th May 1993, at the Extraordiary General Meeting of the Company, the
awthorised capital was increased by £1,035,812 to £28,035,812, There were no
changes in the issued share capital during the year.

Invested Funds

Sales of investments during the year resulted in net gains of £9,038,856

(1093 - £1,860,188). Provisions contained in the Finance Act 1980 exempt approved
investment rusts from corporation tax on their chargueable pains, Invested funds at
31st January 1994 had a value of £358,779,725 before deducting nel Habilities of
£47,652,200 (1993 — £263,683.3%4 and £21,351,873 restated).

Net Asset Value

The net asset vaiue of the Qrdinary Shares of 25p at the year end, after deducting
the provisien for final dividend, was 3029p as compared with a value of 235.7p
restaled at 31st January 1993,

Donations and Subscriptions
Charitable donations in respect of the year aggregated £700, In addition the
Company donated £360 (o the English Speaking Union.

Historical Record

There is included in the Investment Managers’ Review a schedule of the thirty
largest equity interests. The distribution of invested funds is showa on page 10,

and the historical record of the Company’s revenue, capital and invested funds = nx
the past ten years is shawn on page 4. Graphs are included on page 11 showing the
petformance on « total return basis over the past five years of the net asset value of
the Company's Ordinary Shares against the FTSE 100 Index and building sociely
deposits and the growth in distributions made by the Company against the Retail
Price Index over the same period.

Personal Equity Plan

Since 6th April 1990, the affairs of the Company have been conducted in such a
way as to meet the 50 per cent. EC equity content requirement of a qualifying
investment trust for Personal Equity Plans and it is the intention to continue to
meet this réquirement.
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Business Review
A review of the Company's aclivities is given in the Chairman’s Statement on pages
2 and 3 and in the Investment Managers’ Review on pages 6 to 9.

Investment Revenue

Revenue for the year after deducting management

and general expenses amounled {o 13,801,427
Taxation absorbed 12,523,696)
and there remained a balance of 11,149,731
from which has been deducted the dividend

on £1,178,000 Preference Stock {42,997)
leaving available for distribution to

Ovdinary Sharcholders 11,296,734
Dividends

Provision has been made in the Accounts for
dividends amnounced on 102,315478 Ordinary
Shares of 25p as follows:

1st Interim 2:65p por Share paid 27th August 1993 2,711,360
2nd Interim 2:65p per Share paid 19th Nov 1993 2,711,360
3rd Interim 2:85p per Share paid 25th Feb 1994 2,915,991
Final 2-85p pur Share proposed 2,915,991
‘ (11,254,702)
leaving a balance to be added to Revenue Reserve of £42,032

Subject to the final dividend b g approved payment will be made on 20th May
1994 to Shareholders on thi..._uster of Members at the close of business on

21st April 1994 al the rate of 2:85p per share. This dividend logether with the three
interim dividends paid and their related tax credits is equivalent to 55 per cent.
gross on the nominal value of an ordinary share, This compares with total gross
dividiends of 55:6 per cent, paid last year,




er

L AN Lt e T SR et o)

!):
Mlaf’ﬁif

Directors Rt" i f

Substantial Shareholdings

In accordance with section 198 Companies Act 1985 and the Disclosure ot Interests
in Shares (Amendment) Regulations 1993 the Company has bevn advised of the
following substantial share interests in 15 relevant share capital:-

368" Preference Stocki—

Provingial Insurance M.C—E179,325 {15.2%); The Prudential Corporation P1Cw-
E176,000 (14:9%4); Feclesiastical Insurance Office PLC-=-£134,690 (114"); Eagle btar
Holdings PLC—E90,000 (7-0"); Royal Insurance PLC—Lo000 (5:1%4.

Ordinary Shares of 25pi—
AMTP Asset Management PLC {including Pearl Assurance plej—7 990,006 (75"

Directors and Management

The Director retiring by rotation is Siv Anthony Tuke who has decided that he will
retire from the Board at the forthcoming Annual General Meeting after twentyv-fiv e
vears service as a Director, Siv Thomas Risk has also decided that he will retire from
the Board at the Annual General meeling after twenty-one years service as a
Director. Mr. B. C. R, Siddons was appointed alternate director to Mr. €, . Black
on 13th September 1993, Mr. R, A, Henderson retired from the Board on 10th May
1993 after eight vears service as Chairman,

The present Board and their interests in the share capital of the Company as at 3lst |
January are listed below:

Beneficial As Trustee  Deneficial  As Trustee

C. M. Black 1,000 —_— . 1,000 -
Sir John Banham J0n - £00 -
Sir Derek: Birkin 400 — 400 —
D. H. L. Hopkinson 12,659 - 12,390 —_—
Sir Thomas Risk 2,000 _— 2,000 _
Sir Anthony Tuke 25,004 - 25,000 -
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On 3rd March 1994 Mr, D. H. L. Hopkinson acquired a further 31 Ordinary Shares
through the Personal Equity Plan, Mr B, C. R. Siddons, atternate director 1o
Mr C. H. Black, has no holdings in any securities of the Company.

No contracts of significance in which Directors are deemed to have been interested
have subsisted during the vear under review, Mr. C. H, Black is non-executive
Chairman and Me B, C, R, Siddons is a director of Kleinwort Benson Investment
Management Limited, which provides all investment management and
administrative services.
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Allotment of New Shares

Resolutions were passed at the Extraordinary General Meeting held on 10th Nay
1993 1o authorise the Directors to allot the unissued share capatal. The Directors
were also aulhorised to allot new shares for cash to the Klenworl Benson
Investment Trust Savings Scheme and Personal Lquity Plan when lhe lowest
market affer price of the Ordinary Shares was al a premium to nel asset value
(including undistributed income) of nat Jess than & per cent. At the date ol ths
report no Ordinary Shares of 25p had been allotted as for most of the year the
requisite level of premium had not been reached. The Directors now propose that
no minimum level of premiom should be set in the coming vear.

The resolution empowering the Direelors to allot new shares for cash must be
renewed annually and accordingly a special resolution iy to be proposed at the
forthcoming Annual General Meeling for this purpose. This power is limiled to an
aggregate nominal amount of £1,278,943 ordinary capital or 5,115,772 Ordinary
Shares of 25p each (being 5 per cenl, of the issued ordinary capital at 31st January
19943 and evpires at the eoncluson of the Annual General Meeting in 995, Subjecl
to this resolution being passed, the Directors conlfirm that it is not their miention te
allol new shares to the Savings Scheme or the Personal Equity Plan unless the
lowest market offer price of the Ordinary Shares is at least at a premium to net
asset value (including undistributed income).

11,543

Private holders® 7 40,304 |

Nominees LA66 0 2,011 . 172 0 169 45538 421227

Assurance Companies 175 12 08 08 5264 7,012

Other holders 312 245 24 1 5093 6,184

Pension Funds 9 13, 01 01 313 398

Investment Trusts/ :

Funds 617 M8 41 38 573 506 56 49
14954 11901 1000 1000 102313102315 1000 ' 1000

L —— ——r

# Including PEP Nominees and Saving Scheme Nomivee.,

———

Based on an analysis of the Ordinary Share ragister at 15th February 1904 (Tolh Febrsary 1993
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Directors’ and Officers' Llability Insurance

The Company took vut Birectors’ and Officers’ lability insurance during the year

Auditors
In accordance with the Companies Act 1985 a reselulion W re-appoint the
Auditors—Drice Walerhouse—will be proposed at the dnnual General Meeting,
together with a resolution authoerising, the Directors (0 dletermine their
remuneration.

By Order of the Board
P. L Longeroft

Secretiry 308 March 1984
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NOTICE OF MEETING

Notice is hereby given that the Annual General Mecting of The Merchants
Trust PLC will be held at 10 Fenchurch Street, London, EC3M 3LB, on
Monday, 9th May 1994 at 12,30 p.m. to transact the following business—

Routine Business

1 To reccive and adopt the Report of the Directors and the Accounts for
the vear ended 31st January 1994 together with the Auditors” Report
thercon,

2 To declare a final dividend of 2:83p per ordinary share.

3 To re-appoint the Auditors and authorise the Directors to determine
their remuneration.

Special Business
The following resolution will be proposed as a Special Resolution:-

THAT the Direclors be empowered in accordance with Section 95 of the
Companies Act 1985 1o allot equity securities (within the meaning of
Section 94 of that Act) for cash as if sub-section (1} of Section 89 of the
Act did not apply to any such allotment provided that-

() the power granted shall be limited to the allotment of equity
securities wholly for cash up to an aggregale nominal amount of
£1,278,943 (being 5 per cent. of the issued ordinary share capital at
31st January 1994);

(i) the power granied shall {unless previeusly revohed or renewed)
expire at the conclusion of the next Annual General Meeting of the
Company after the passing of this resolution; and

(i) the said power shall allow and enable the Directors to make an
offor or agreement before the expiry of that power which would or
might require equity securitics to be allotted after such expiry and
the Directors may allot equity securities in pursuance of such offer
or agreement as if that power had not ewpired.

10 Fenchurch Street,
London EC3M 3LB
15th April 1994

By Order of the Board
P. L. Longeroft
Srg o' ory

Notes: A Member entitled to attend and vote al this Meeting may appoint nne or
more proxies fo attend and, on a poll, vole in his stead. The proxy need not be a
member of the Company. Prosies must reach the office of the Registrars al Irast
forty-eight hours before the Meeting.

A form of proxy is provided with the Annual Report, Completion of the form of
Proxy will not prevent a Member from attending the Meeting and voting in person.

Contracts of service are not entered into with the Directors, who hold office in
accordance wilh the Articles of Association and Letters of Appointment.




