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CHAIRMAN’S STATEMENT

I was delighted to be invited to join the Board of The Investment Company ple following its acquisition
of New Centurion Trust Limited (previousty its parent company) and ro be elected Chairman by the
directors on the 19th April 2005, As chairman of Jove Investrent Truse ple frem 1977 unl thar
company’s voluneary liquidadon in November 2004 1 followed the fortunes of The Investment Company
since Jove was, atter New Centurion Trust, its largest ordinary sharcholder. For a number of years [ have
also been a director and recently chairman of Danae Investnent Trust ple. Jove's sister trust, both of
which were Hoated by lonian Bank in 1972 and both of which had a substantial portfolio of preference
sharcholdings managed by Stephen Cockburn,

When the Jove portfolio was realised last Automn a number of 1ts long stnding preference sharcholdings
were acquired through the market by The Investment Company. As explained m the recent document
circulated setting out the details of the acquisiion of New Centurion Trust Limited, as a result of
ceasing to be a close company vour Company may be able in future to obeain the tax benefits granted to
an Authorised Investment Trust under Section 842 of the Income and Corporatdon Taxes Act 1988, Jove
Investinent Trust alse used to own 20% of Fiske & Co (later Fiske ple when it was floated on the
Alterpative Tnvestment Market) and so T was aware of the management services provided by [onian
Investment Management, a division of Fiske ple. As sharcholders will know from the New Centurion
Trust acquisition document and Listing Particulars new agreements are in place with Fiske for the
provision of invesoment adminiscrarion and accommuodation services,

The revenue account has recovered substandally from the painful experience of the loss of Income from
Whitash m the previous year but expenses for the year to 31st March 2005 have been distorted by the
write-oft of goodwill of /354,879 being principally the costs of the acquisiion of New Centurion
Trust. Without this exceptional expenditure the dividends paid and proposed would have been covered
by the revenue tor the vear.

The asset value of the ordinary shares, however, has enjoved a useful recovery rising trom 177.39p per
share 1o 211.65p per share. As peinted out in the acquisition document, the manner in which New
Centurion Trust was paid for, by the issue of 5% loan notes and new ordinary she

b5 amounting to less
than halt the number of our own shares that were being acquived {and which have now been re-
designated non-voting shares). significantly increased the gearing of the reduced number of ordinary
shares now in issue. When total assets appreciate the percentage rise in the assets attributable to each
ordinary shace is theretore exaggerated. While of course any dimmution in the underlying value of our
portfolio would be similarly reflected by a greater fall in the asset value per ordinary share, the fact
remaing that ordinary sharcholders will see greater benefits from good investment performance.

It should also be beneficial wo participating preference sharcholders since an ordinary dividend measured
in pence per share costs Tess due to the gmaller number of shares on which the dividend is payable. Since
the participating clement of the dividend on these preference shares 18 direetly related to the amount of
the ordinary dividend per share and not the total cost this will result in a more rapid rise in the
participating preference dividend than would have been the case previously, However the asset backing of
the preference shares is now more highty geared as a result of the issue of loan notes which increases the
risk profile of these shares,

I should like to pay tribute to my predecessor Mr Paul Simms who retired at the Annual General
Mecting 10 Qctober st year. He was of course also the Chairman of the parent company, New
Cenrurion Trust, and iv would have been difficule to negotiate appropriate terms for the merger of our
companies i he had continued to hold both positions. Mr Simms had been a director for 16 years and
Chairman since August 1994, He retired from the Chairmanship of New Centurion Trust at the time of
its acquisition in March 2005 and I put on record the gratisnde of the directors of both companics for
his services during those years.

One of the difficulties that your directors have from time to time is to determine the value at which
unlisted securities should be carried in the balance sheet. Many of our holdings, while listed on the
London Steck Exchange, do not see regular trading and we rely on the advice of Collins Stewart for
guidance to value such histed securities. There are also some preference shares which while unlisted
nevertheless trade fairly vegularly in the market and their advice on the price at which such holdings
should be valued 15 much appreciated oo,

Huowever there are other investments on which the directors alone have to forin a judgement. For
example we do not normally value any vnlisted shares at above par. The convertible preference shares of
Hunting Group ple were repaid ac par last year despite having raded in the stock market (there were
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48 nuillion of them fully listed) up to 120p because the Articles of the company did not allow the
preference sharcholders a vote. There was no protection of an average market price clause n their terms
of issue, and the repayiment was effected by the legal process of repaying the capital rather than
redeeming the shares which would have required the consent of a cliass meeting. It is unlikely indeed that
the shareholders would have voted to lose so much money!

Your directors do not value unlisted preference shares above par however high the coupon although they
would be bound to use a market price tor listed sccurities. Consequentdy we enjoyed a pleasing uplift in
value when we sold back w the company our holding of 290,000 John Cotton Group 13.25% preference
shares at 130p. We have also sinee the balance sheet date enjoyved a material uplift in an unguored
preference share in a subsidiary of the Charles Church Group of companies. When Charles Church was
in financial ditficultics 10 years or so ago the Royal Bank of Scotland having acquired contrel of the
company sold over 90% of the ordinary shares at a nominal price of 1p per share to the then listed
Beazer Group. Our holding of ordinary shares was as a result compulsorily acquired at a4 price
significantly below what we had paid for them.

At the same time Beazer offered 20p per share for the preference shares which had been trading in the
niarker shortly before as high as 35p, a price at which indeed we had recently bought shares. Beazer's
offer was accepred by shareholders holding about 73% of the preference shares but the bidder was unable
to acquire the balance compulsorily. For the last 10 years we have thought it prudent to value cur
Charles Church preference shares at no higher than the 20p bid price (which we had refused to accept)
despite the tace thar the Charles Church business has prospered and the Beazer Group was acquired by
Persimmon ple. The dircctors of Persimmon recently decided to make an offer for the minericy
preference sharchelders in Charles Chureh and we were pleased when the realisue price of 83p per share
was proposed. The consequent uplift in the value of our asset of some 392,000 represents 20p per
ordinary share, appreciation on top of the uplift i asset value recorded in these accounts ac 31st March.
The unaudited net asset value per ordinary share, as at 30th June 2005 was 254.43p.

Your directors intend that the majority of the portfolio of The Investnent Company shouid continue to
be invested in preference shares although we have had a favourable experience in one or two other
securities recently. Our holding of Equitable Life Finance 8% Subordinated guaranteed bonds has shown
us a profic of over 30%. We enjoyed a profic of some 20% in our holding of Danae Investment Trust
Zero Dividend preference shares and our holding of Staneleo ordinary shares which were exchanged for
an unlisted privaze company investnrent has more than recovered the depreciation at the 31st March 2004
and we sl have 353% of our holding which is showing us a substantial profit. Ghur holding of New
Fulerum linvestment Trust ordinary shares has also been an excellent performer: we anticipate a small
capital profit when the trust is liquidated s the new directors have proposed and we have received a
dividend flow in che last 9 months in excess of £200,000. Nevertheless the Board does not intend to
invest more than 15% of the company’ portfolio in such investments as the vast majority of our funds
are invested i preference shares and other similar quoted prior charge securides.

Your dircetors have resolved to recommend i mainained ordinary share dividend for the year to 31st March
2005, but will consider the interim dividend for the year to the 31st March 2006 in the light of revenue for
the Balf yvear to 3Uth September 2005 when no exceptional charges o the Profit and Loss account are
expected to distort the underlving performance of the Company’ portolio. The participating preterence
share dividend pavable on st October 2005 will theretore be the same as it was lase year, mamely 4.75p.

I would draw sharcholders attention to two matters which may be of interest to them. Firstly we
acquired for a nominal sum of £3.873 the share capital of Abport Limited a share dealing company with
accumulated losses of seme £500,000. When appropriate oppertunities eccur this should enable us 1o
take advantage of shore term trading in shares. We have also invested in the ordinary shares of Fiske ple.
who provide the Company with administrative and company secretarial services, thus creating an identity
of interest 1 the prosperity of the two businesses.

The Annual General Meeting of the Company has been convened for 21 September 2005 when 1 look
forward to mecting all ordinary sharcholders who decide o attend.

Sir David Thomson Bt. \ﬁh-l-‘——t\,‘ .

Chairman
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DIRECTORS® REPORT

The directors have pleasure i presenting te the Members the Company’ tinancial statements tor
the vear ended 315t March 2005, which incorporate the consolidated results of the Company and

its subsidiary undertakings following their acguisition during the year.

Review of the Business

The principal activities of the Company and its main subsidiary company, New Centurion Trust
Limited, are investment in preference shares and prior charge securities with a view to achieving
2 lugh rate of meome and capital growth over the medimm term. A full review of the activities
of the Company in the year under review is given in the Chairman’s Statement,

The Company also owns an investiment dealing company, Abport Limited, which was acquired
on 22nd Qctober 2004,

Results and Dividends
On 7th March 2005 the Company acquired the entire issued share capital of its parent
undertaking, New Centurion Trust Limited, through the issue of 849,372 ordinary shares and

L3,657.004 3% unsecured loan notes. Details of the cransaction are given in Note 17,

The net consolidated revenue an ordinary activides, after taxavon, 13 £331,415. The result is

stated after amortsation of goodwill arising on consolidation of £354,874.

A final dividend of 4p (2004 Sccond interim: 4p) per ordinary share will be paid, subject to
sharcholder’s approval, on 29th Seprember 2003, which together with the interim dividend of 3p
(2004: 3p) makes a total of 7p (2004: 7p) for the year. Half~yearly dividends have been paid on
the Participating Preference Shares of 4.75p on 1st October 2004 (2003: 5.5p) and of 3.5p on
Tst April 2005 (2004 3.5p).

The consolidated net asser value per share at 315t March 2005, after deducting the proposed

dividend, was 211.65p per share.

The consolidated balance sheer shows net assets at 3lst March 2005 of £10,320,524 and the
Company’s balance sheet shows net asscts of 413,593,023, The ditference relates to the cost of
non-voring shares in the Company held by New Centurion Trust Limited which are shown as 2
reduction in shareholders funds in the consolidated balanee sheet and a charge for amortised
goodwill. A reconciliation of the differences i the balance sheets is given in note 19 to the

ACCOLITILS,

Future Developments
Redemptions and buy outs by companies of their preference share Jssues (while usvally realising profits
for the Company) are resulting in the Company seeking investment in other forms of fixed-interest

securities.

Directors and their Share Interests
The directors holding office since st April 2004 were:
*Sir David Thomson Bt (appotured 190 April 2003)
*aul B OSInums  resigned 6th Ocrober 2004)
Stephen J. Cockburn (Managing Director)
*Miss Joan 13, Webb
*Peter S. Allen
*Charles W, G Marsh Gppoinced 1080 june 2004

* Non-vxecurive

Mr Peter S, Allen will retire at the Annual General Meeting and, being eligible, offers hinmiself for

re-election.
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Miss Joan B. Webb, being 77 years old, retires and, being eligible, offers herself for re-election.

Sir David Thomsen Bt. was appointed as a non-executive director of the Company on 15th April
2005. Having been appointed as a director since the last general meeting of the Company, he offers
himself for election as a director at the forthcoming Annual General Meeting.

The beneficial share interests of the directors in office at the end of the financial year were:

31st March 2005 315t March 2004
Ordinary Participating Qrdinary Participating
50p Pref. 50p S0p Pref, 50p
S. ). Cockburn* 188,647 28,000 110,797 28,000
Miss J. B. Webb** 475,886 204,800 1,768,765 204,800
Peter S. Allen 20,000 - 20,000 —
C. W G Marsh (appointed 10th _fune 2004) 25,000 - - -

* In addition, Mr S. J. Cockburn has a nou-beneficial interest in 35,000 ordinary shares and 4,000 participating,
preference shares.

** The interest of Miss J. B. Webb, in the year to 315t March 2004, included an interest in 1,717,565 ordinary
shares in the Company held by New Centurion Trust Limited {(which was then the Company’s holding
comparny) in which Miss J. B. Webb was a 50% sharcholder.

On 19th April 2005 Sir David Thomson Bt. was appointed a director of the Group. On
appointment he declared an interest in 57,000 ordinary 50p shares.

Other than as stated above there have been no changes in the above interests since 31st March 2005.

Directors’ interests in contracts

Details of directors™ interests in contracts are shown in Note 17 to the financial statements. Other
than those transactions, nonc of the directors has or has had any interest in any transaction which
is or was unusual in nature or conditions or significant to the business of the Company and
which was effected by the Company during the year. At the date of this report, there are no
outstanding loans by the Company or its subsidiaries to any director.

Substantial interests
At the date hereof, the Company had been notified of holdings of 3% or more in its ordinary

voting share capital as follows:
Ordinary shares

Miss J. B. Webb 24.65%
Mrs J. P. Brown 21.99%
Shirlstar Container Transport Limited Pension Fund 10.08%
S. J. Cockburn 9.77%

Interest in own shares

On 7th March 2005 the Company acquired the entire issued share capital of its parent company,
New Centurion Trust Limited. As a result of the transaction the Company holds 1,717,565
ordinary shares of 50p each in itself. These shares have been re-designated as non-voting shares.
It is the directors’ intention that dividends payable on these shares will be waived.

Purchase of own shares
A resolution will be proposed at the Annual General Meeting to extend the period of the
directors” authorisation to make purchases of its own shares.

Post balance sheet event

On 18th May 2005 the Company received confirmation from the High Court for the
cancellation of the 100,000 deferred shares of 50p each that remained in issue and the re-
classification of the Capital Redemption Reserve as a distributable reserve.
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DIRECTORS’ REPORT cntinued

Corporate Governance

The Company is committed to high standards of corporate governance and to the principles of
good governance set out in the Combined Code. The Board is accountable to shareholders for
the governance of the Company’ affairs. In July 2003, a revised Combined Code on Corporate
Governance (the revised Code) was published by the Financial Reporting Council, which came
into effect for accounting periods commencing on or after 1st November 2003. The Directors
have reviewed the detailed principles and recommendations actioned in the revised code and
believe that, to the extent that they are relevant to the Company’s business, they have comiplied
with the provisions of the Code during the year ended 31st March 2005 and that the Company’s
current practice is, in all material aspects, consistent with the principles of the revised Code.

The Board also confirms that, to the best of its knowledge and understanding procedures were in
place to meet the requirements of the revised Code relating to internal controls throughout the
year under review. However, no formal policy or procedures have been documented as the
directors do not consider that such practice is appropriate for the Company.

Board of Directors
With the exception of Mr Stephen Cockburn whe is Managing Director and is responsible for
the investment management, the Board consists of independent non-executive directors.

In particular the balance of executive and non-executive directors has been designed to ensure
the independence of the Board. The Board 1s responsible for all matters of direction and control
of the Company, including its investment policy, and no one individual has unfettered powers of
decision, The directors review at regular meetings the Company’s investments and all other
important issues to ensure that control is maintained over the Company’s affairs.

The directors meet at regular Board meetings held at least once a quarter. Additional meetings
and telephone meetings are arranged as necessary. During the year ended 31st March 2005 the
number of full and scheduled Board meetings and Committee meetings attended by each director
was as follows:

Scheduled Audit Remuneration

Board Committee Committee

Director Meetings Meetings Meetings
Paul E Simumns 3(3) 1 {1 -
Stephen J. Cockburn 7N - -
Miss Joan Webb 6 1 (1) -
Peter S. Allen 6 1 (1) -
Charles W.G. Marsh 7(7) 1{1) -

Figures in brackets indicate the ntaximum nmmber of meetings held in the year in respect of which the
individual was a board /comniittee member,

Chairman and Senior Independent Director

The Chairman, Sir David Thomson, is deemed by his fellow independent Board members to be
independent and to have no conflicting relationships. Sir David Thomson is also chairman of
Danae Investment Trust ple, Through Transport Mutual Insurance Association Ltd., Meacock
Capital ple and Britannia Steamship [nsurance Assocation Ltd. He considers himself to have
sufficient time to commit to the Company’s affairs.

Given the size and nature of the Board ic is not considered appropriate to appoint a senior
independent director and this is noen-compliant with Code Provision A.1.2.1. Stephen Cockburn
is the Company’s Managing Director, and therefore the roles of the Chairman and Managing
Director are separated.
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Directors’ independence
The Board has reviewed the independent status of its individual directors and the Board as a
whole.

Stephen Cockburn is the Managing Director of the Company, and is therefore considered not to
be independent under the terms of the revised Code.

The revised Code requires that this report should identify each non-executive director the Board
considers to be independent in character and judgement and whether there are relationships or
circumstances which are likely to affect, or could appear to affect, the director’s judgment. In the
Board’s opinion Messrs Thomson, Allen, Matsh and Miss Webb are all considered to be
independent in both character and judgement. Accordingly, four of the five Board members are
independent, thus the majority of the Board is comprised of independent non-executive
directors.

Under the Articles of Association, all directors with the exception of the Managing Director are
subject to periodic retirement and re-election by shareholders. In order to comply with the
revised Code, and the Articles of Association, the directors have adepted a policy providing for
all non-executive directors to submit themselves for re-election at least every three years.

Reesolutions to re-elece Mr Allen and Miss Webb and a resclution to elect Sir David Thomson
are contained within the notice of the Annual General Meeting on page 32. The other Board
members recommend that shareholders vote for the re-election and election of those individuals
as they believe that their skills, knowledge and overall performance is of continued benefit to the
Company. All directors have actively coneributed in meetings throughout the year.

Shareholders are invited to consider the following information on an individual basis, before
voting on the re-election of the directors.

Sir David Thomson is a competent and knowledgeable Chairman who guides the Board in a
professional and effective manner. Sir David Thomson spends a considerable amount of time
liaising with Mr Cockburn and, through his well established contacts within the investment
company sector, ensures that the Company keeps abreast of the latest regulatory and investment
developments.

Biographies of all the directors, which appear on page 1, demonstrate the wide range of skills
and experience they bring to the Board.

Board responsibilities and relationship with Service Providers

The Board is responsible for the determination and implementation of the Company’s investment
pelicy and for monitoring compliance with the Company’s objectives. Some of the Company’s
main funcrions have been subcontracted to service providers, engaged under separate legal
agreements. At each Board meeting the directors follow a formal agenda, which is circulated in
advance by the Company Secretary. The Boards main roles are to create value for shareholders
and to approve the Company’s strategic objectives. Specific responsibilities of the Board include:
reviewing the Company’s investments, asset allocation, gearing policy, cash management,
investment outlock and revenue forecasts. The Board takes all decisions.

Management of the Company’s assets is conducted by the Managing Director who has discretion
to manage the assets of the Company in accordance with the Company’s objectives and policies.
At each Board meeting, the Managing Director presents verbal and written reports covering the
activity, portfolio and investment performance over the preceding period. Ongoing
communication with the other members of the Board is maintained between formal meetings.

Committees of the Board

The Company has appointed a number of conumnittees to monitor specific operations. However
given its size, the Board does not believe that there is a requirement to establish a Nominations
Committee. The Board considered that its skills, knowledge and experience were appropriate in

THE INVESTMENT COMPANY PLC o




DIRECTORS’® REPORT watinucd

considering candidates for the appointment to fill the vacancy created by the retirement of Paul
Simms, In view of the size and natare of the Company’s operations it was not deemed necessary
to incur the cost of advertising or of appointing an external search consultant to assist in the
appointment.

Audit Committee

The Audit Committee comprises all the independent non-executive directors of the Company
and is chaired by Sir David Thomson. The Committee met on one occasion last year to review
and approve the Company’s Annual Report and Accounts.

The primary responsibilities of the Audit Committee are to review the effectiveness of the
internal control environment of the Company; to monitor adherence to best practice in
corporate governance; to make recommendations to the Board in relation to the re-appointment
of the Auditors and to approve their remuneration and terms of engagement; to review and
monitor the Auditor’s independence and objectivity and the effectiveness of che audit process and
provide a forum through which the Company’s Auditors report to the Board. The Audit
Committee also has responsibility for monitoring the integrity of the financial statements and
accounting policies of the Company; and receiving reports from the compliance officer of the
Administrator. Committee members consider that individnally and collectively they are
appropriately experienced to fulfil the role required. The Audit Committee does not have formal
written terms of reference.

Saffery Champness, the Company’s Auditors, attend the meeting of the Audit Committee to
approve the Annual Report and have direct access to Comumnittee members. The Chairman of the
Audit Committee will be present at the Annual General Meeting to deal with any questions
relating to the accounts.

Due to the size of the Company no policy ot procedures exist for stafl to raise concerns
concerning possible improprieties in matters of financial reporting, A representative of Fiske plc
attends each Board meeting and is given the opportunity to raise any miatters which may be of
concern.

Remuneration Committee

The Remuneration Committee which comprises all the independent non-executive directors, was
chaired by Paul Simms until his retirement on 6th October 2004. Since 19th April 2005, the date
of his appointment, Sir David Thomson has chaired the committee which has been formally
constituted during the year to determine and approve directors’ fees. Directors’ fees are
determined following proper consideration of the role that individual directors fulfil in respect of
Board and Committee responsibilities and the time committed to the Company’ affairs, having
regard to the industry generally, There have been no separate Remuneration Copunittee meetings
during the period under review, however the Board did discuss the level of directors’ fees during a
scheduled Board Meeting. It was agreed that the fees of the non-executive directors should remain
unchanged. In the light of the retirement of Mr. Cockburn as an executive director of Fiske pic
new agreements were put in place w provide separate management and administration of the
Company’s assets. On 4th January 2005 Mr. Cockburn entered into a service contract with the
Company as Managing Director. On the same day, 4th January 2005, the Company entered into
an agreement with Fiske ple for the provision of administrative services.

Detailed information on the remuneration arrangements for the directors of the Company can be
found in the directors’ Remuneration Report on page 11 and in note 4 to the financial
statements.

Independent professional advice
The Board has formalised arrangements under which the directors, in the furtherance of their
duties, may seek independent professional advice at the Company’s expense.
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The Company has arranged Directors’ and Officers’ Liabilities Insurance which provides cover
for legal expenses under certain circumstances.

Going Concern

The directors believe that it is appropriate to adopt the going concern basis in preparing the
financial statements as the assets of the Company consist mainly of securities which are readily
realisable. The directors are of the opinion that the Company has adequate resources to
continue In operational existence for the foresecable future and accordingly have continued to
adopt the going concern basis in preparing the financial statements.

Internal Control
The Combined Code requires that the Board should maintain a sound system of internal
control to safeguard sharcholders’ investments and the Company’s assets,

The Board has contractually delegated to Fiske ple (the “Administrator™) all day to day accounting
and company secretarial duties as well as the administration and safe custody of its investments.
The Administrator prepares management accounts, valuations of investments, statements of
transactions and forecasts of cash surpluses or requirements which are provided in advance of all
regular meetings of the Board (which are held at least four times a year). Mr Cockburn, as
Managing Director presents these documents at the meetings to allow the Board as a whole to
assess the Company’s activities and review its performance,

The Board considers, at each meeting, future strategy with regard to the investment criteria to be
followed by the Company, including criteria concerning risk. The Board may seek independent
advice regarding any proposed investments of an unusual nature, such as investments in unquoted
securities, No formal review of the Group's system of internal control has been undertaken, in
accordance with rule C3.1, during the year.

The Administrator, being regulated by the Financial Services Authority under the Financial
Services and Markets Act 2000, continually reviews its own compliance procedures in
accordance with the financial, safe custody, conduct of business and other rules to which it is
subject.

Given the size of the Group, an internal audit department is considered unnecessary, although this
need is reviewed annuaily.

The key procedures that have been established with a view to providing effective internal financial
control are as follows:

® Investment management is provided by the Managing Director. The Board is responsible for
setting the overall investment policy and monitors the action of the Managing Director at
regular Board meetings.

® The provision of administration, accounting, custody of assets and company secretarial duties is
the responsibility of the Administrator.

® The non-executive directors of the Company clearly define the duties and responsibilites of
their agents and advisers in the terms of their contracts. The appointment of agents and
advisers is conducted by the Board after consideration of the quality of the parties involved;
the Board monitors their ongoing performance and contractual arrangements.

® Mandates for authorisation of investment transactions and expense payments are set by the
Board.
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DIRECTORS® REPORT cwnrinued

Relations with shareholders

Communication with shareholders is given a high priority by the Board and the directors are
available to enter into dialogue with shareholders. All shareholders are encouraged to attend and
vote at the Annual General Meeting during which the Board is available to discuss issues
atfecting the Company.

Creditor payment policy
The Company’s policy is to pay suppliers by return of post. As a result, there were no trade
creditors at the year end (2004: £nil).

Taxation Status

Until 7¢h March 2005 che Company was a close company within the meaning of the Income
and Corporation Taxes Act 1988. The directors are of the opinion that following the
acquisition of New Centurion Trust, formerly the parent company, from that date The
Investment Company plc is no longer a close company.

Annual General Meeting

Notice of the Annual General Meeting, which is to be held at Lion House, Red Lion Street,
London, WCIR 4GB at 12.30pm on Wednesday 21st September 2005 is set out on pages 32
and 33.

Two resolutions, numbered 7 and 8 as set out on pages 32 and 33, are being put to the
meeting as special business. The first of these, Resolution 7, is requesting a renewal of the
existing authority for the Company to make market purchases of Ordinary shares of 50p each
and Participating Preference shares of 50p each in the Company. If granted the authority would
expire at the conclusion of the Annual General Meeting of the Company held in 2006, The
second resolution, Resolution 8, requests a renewal of the existing authority for the Company
to allot relevant securities as if Section §9(1) (dis-application of pre-emption rights) of the
Companies Act 1985 did not apply. If granted the authority would expire 15 months from the
date of the passing of the resolution or if eatlier the conclusion of the Annual General Meeting
of the Company held in 2006.

The approval of these resolutions will allow the directors flexibility in managing the Company.

Auditors

The directors review the terms of reference for the auditors and obtain written confirmation
that the firm has complied with its relevant ethical guidance on ensuring independence. Saffery
Champness provide audit services to the Company and Group as well as corporation tax
compliance and advisory services. The Board reviews the level of their fees to ensure they
remain competitive and to ensure no conflicts of interest arise,

Saffery Champness are willing to remain in office and a resolution for their reappointment will
be proposed at the Annual General Meeting.

3rd Floor by Order of the Board
Salisbury House James P. Q. Harrison
London Wall Secretary

London ECZM 5QS

1st A st 2005
5 Ugu% J /\,h, ,\
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DIRECTORS’ REMUNERATION REPORT

The Board has prepared this report, in accordance with Schedule 7A to the Companies Act
1985, which applies to companies quoted on the Official List of the London Stock Exchange.
An ordinary resolution will be put to the members to approve the Report at the forthcoming
Annual General Meeting.

The law requires your Company’s auditors to audit certain disclosures provided. Where
disclosures have been audited, they are indicated as such. The auditors’ opinion is included in
their report on pages 13 to 14,

Remuneration Cominittee

The Remuneration Committee was chaired by Paul Simms and is now chaired by Sir David
Thomson and consists of the non-executive directors. [t met informally once during the year
during a scheduled Board meeting to approve the terms of the Managing Director’s contract of
employment from 4th January 2005. It was agreed that Mr Cockburn’s starting remuneration
would be £50,000 per annum (in addition to his existing directors’ fee of £13,000 per annum).
Mt Cockburn’s appointment may be rerminated by the Company giving not less than 12 months
written notice expiring at a time on or after 4th January 2006 and in the event of such
termination, compensation shall be linited to Mr Cockburn’s entitlement to receive his salary
until the expiry of such notice period. Mr Cockburn is also entitled to the receipt of reasonable
out of pocket expenses, incurred in furtherance of his duries.

As Managing Director and in accordance with the Company’s Articles of Association, Mr.
Cockburn is not subject to periodic retirement and re-election to the Board.

Policy on Directors’ fees

The Board’s policy is that the remuneration of the directors should reflect the experience of the
Board as a whole, and is determined with reference to comparable financial organisations and
appointments. It is intended that this policy will continue for the current year to 31st March 2006.

Directors’ fees are determined within the limits set out in the Company’s Articles of Association,
and they are not ehgible for bonuses, pension benefits, share options, long-term incentive
schemes or other benefits.

Directors’ service contracts

The terms of appointment provide that each of the non-executive directors shall retire and be
subject to election at the first Annual General Meeting after their appointment, and not less than
every three years thereafter. The service contract of the Managing Director and the agreement
for the provision of administration and accomodation services by Fiske ple, in which Mr
Cockburn is deemed to be interested as a non-executive director and shareholder of Fiske plc, are
available for inspection by shareholders at the place of the AGM of the Company during the
meeting and for 15 minutes beforehand.

Performance graph of Total Shareholder Return

The directors do not receive any performance-related remuneration and there are no comparable
indices against which the Company fecls able to measure iuself. Consequently, it has not prepared
a graph showing total sharcholder return.

Directors’ emoluments for the year ended 31st March 2005 (audited)
The directors who served during the year received the following emoluments in the form of fees
and salaries:

Year ended Year ended

31st March 2005 3lst March 2004

Stephen J. Cockburn 25,089 12,500
Miss Joan Webb 13,000 12,500
Peter S. Allen 13,000 12,500
Charles W.G. Marsh  (appointed 10th_June 2004) 10,478 -

None of the directors has any other entitlement to remuneration for his/her services to the
Company save as mentioned above.

Approval
The directors’ remuneration report was approved by the Board of Directors on 1st August 2005
and signed on their behalf by:

Sir David Thomson Bt. —~
Charles Marsh hk—')““‘ =

Directors O‘M M&’)\__
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STATEMENT OF DIRECTORS® RESPONSIBILITIES

Company law requires the directors to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the Group and Company and of the
profit or loss of the Group for that period. In preparing those financial statements, the
directors are required to:

®  select suitable accounting policies and then apply them consistently;
®  make judgements and estimates that are reasonable and prudent;

®  sute whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

®  prepare the financial statements on the going concern basis unless it is inappropriate to

presume that the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Company and to enable them to
ensure that the financial statements comply with the Companies 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.

The directors are responsible for ensuring that the directors’ report and other information
included in the annual report is prepared in accordance with company law in the United
Kingdom. They are also responsible for ensuring that the annual report includes information
required by the Listing Rules of the UK Listing Authority.
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THE INVESTMENT COMPANY PIC

INDEPENDENT AUDITORS’ REPORT TO
THE MEMBERS

We have audited the financial statements of The Investment Company plc for the year ended
31st March 2005 which comprise the Consolidated Revenue Account, the Conselidated and
Company Balance Sheets, the Consolidated Cash Flow Statement, the Consolidated Statement of
Total Recognised Gains and Losses and the relazed notes. These financial statements have been
prepared under the historical cost convention as moditied by the revaluation of fixed asset
investments and the accounting policies set out therein. We have also audited the information in
the Directors” Remuneration Report that is described as having been aundited.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration
Report and the financial statements in accordance with applicable law and United Kingdom
Accounting Standards are set out in the Statement of Directors’ Responsibilities.

Our responsibility 15 to audit the financial statemnents and the part of the Directors’
Remuneration Report to be audited in accordance with relevant legal and regulatory
requirements, and United Kingdom Auditing Standards.

This report is made solely to the company’s members, as a body, in accordance with Section 235
of the Companies Act 1985. Qur audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them in an auditors’ report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the companys members as a body, for our
audit work, for this report, or for the opinions we have formed.

We report to you our opinien as to whether the financial statements give a true and fair view
and whether the financial statements and the part of the Directors” Remuneration Report to be
audited have been properly prepared in accordance with the Companies Act 1985. We also report
to you if, in our opinion, the Directors’ Report is not consistent with the financial statements, if
the company has not kept proper accounting records, if we have not received all the information
and explanations we require for our audit, or if information specified by law regarding directors’
remuneration and transactions with the company is not disclosed.

We review whether the Corporate Governance Statement reflects the company’s compliance with
the nine provisions of the Combined Code specified for our review by the Listing Rules of the
Financial Services Authority, and we report if it does not. We are net required to consider
whether the board’s statements on internal control cover all risks and controls, or form an
opinion on the effectiveness of the group’s corporate governance procedures or its risk and
control procedures.

We recad other information contained in the Annual Report and consider whecher it is consistent
with the audited financial statements. The other information comprises only the Directors’
Reeport, the unaudited part of the Directors’ Remuneration Report, the Chairman’s Statement
and the Corporate Governance Statement. We consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the financial
statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom 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 financial statements and the part of the Directors’
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THE INVESTMENT COMPANY PLC

INDEPENDENT AUDITORS’ REPORT TO
THE MEMBERS continued

Remuneration Repert to be audited. It also includes an assessment of the significant estimates
and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate in 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 financial statements and che part of the Directors’ Remuneration Report to be
audited are free from material misstatement, whether caused by fraud or other irregularicy or
error. In forming our opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements and the part of the Directors’ Remuneration Report to
be audited.

Opinion
In our opinion:

® the financial statements give a true and fair view of the state of the group’s and company’s
affairs as at 31st March 2005 and of the group’s profit for the year then ended, and

®  che financial statements and the part of the Directors’ Remuneration Report to be andited
have been properly prepared in accordance with the Companies Act 1985,

5:% L) C/\‘W)M-e.;f/
Ch

Saff pness

Chartered Accountants and Lion House
Registered Auditors Red Lion Street
st August 2005 London WCIR 4GB
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CONSOLIDATED REVENUE ACCOUNT

For the year ended 31st March 2005

2005 2004

Notes £ £

Total income 2 1,028,871 042 380
Expenses 4 {697,456) (327,111)
Net revenue before taxation 331,415 615,269
Taxation 5 - -
Net revenue, after taxation 331,415 615,269
Dividends paid and proposed 6 (675,545) (737,033)
Transfer from reserves 15 (344,130) (141,764)
(Loss}/earnings per 50p Ordinary
Share: Basic 8 (6.41)p 1.93p

Adjusted 3 6.27p 1.93p
Net asset value per 50p Ordinary Share 20 211.65p xd ~ 177.39p xd

The 2004 figures are the Company’s profit and loss account.

The analysis of activities between the continuing and acquired operations 1s derailed in note 3.

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED
GAINS AND LOSSES

For the year ended 31st March 2005

2005 2004
Note £ L
Distributable profits

Net revenue, after taxation 331,415 615,269

Non-distributable profits
Net profic on disposals of investments 505,081 370,694
Writedown in value of investments - (1,258,719)
15 505,081 (888,023)
Tax on realised gains - -
Movement in unrealised appreciation of investments 15 436,258 480,08%
941,339 (407,934)
Total recognised gains and losses for the financial year 1,272,754 207,335

The 2004 figures represent the Company's Statement of Total Recognised Gains and Losses.

The notes on pages 21 to 29 form part of these financial statements.
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CONSOLIDATED BALANCE SHEET

At 31st March 20115

Fixed assets
Portfolio investments at cost
Unrealised appreciaton

Portfolio investments at market value

Current assets
Debtors
Investiments
Cash at bank

Current liabilities
Bank overdraft
Dividends

Other creditors

Net current liabilities

Total assets less current liabilities
Loan Notes

Net assets

Capital and reserves
Called up share capital
Share premium

Own shares held

Capital redemption reserve
Revaluaton reserve
Capital reserve

Revenue reserves

Shareholders’ funds

Net asset value per:

Participating Preference Share of 50p
(6,234,805 shares)

Ordinary Share of 50p
(1,930,391 shares,
2004: 2,798,584 shares)

Notes

9

1

6

The notes on pages 21 to 29 form part of these financial statements.

Sir David Thomson Bt. \—:TB,TLM . —
Stephen. J. Cockburn

@ THE INVESTMENT COMPANY PLC

31st March 2005

L £

13,769,941

619,385

14,389,326
29,198
318,201
27,236
374,635
273,582
295,434
217,417
786,433

(411,798)

13,977,528

(3,657,004)

10,320,524

4,991,381

1,019,246

(2,919,861)

2,439,800

590,621

4,127,484

71,853

10,320,524

100.0p

211.65p xd

Approved by the Board
Ist August 2005




COMPANY BALANCE SHEET

At 315t March 2005

Notes

Fixed assets
Porttolio mvestments at cost
Unrealised appreciation

Portfolio investments at market value

Investment in subsidiaries at cost

Current assets
Debtors
Cash at bank

Current liabilities
Bank overdraft
Dividends
Intercompany balances
Other creditors

Net current labilities

Total assets less current liabilities
Loan Notes

Net assets

Capital and reserves
Called up share capiral
Share premium

Capital redemption reserve
Revaluation reserve
Capital reserve

IR evenue reserves

Shareholders’ funds

Jtst March 2005

3st March 2004

£ £ 4
12,113,431 11,177,872
602,218 154,363
9 12,715,649 F1,332,233
163 5,410,552 -
18,126,201 11,332,233

12 333,806 524

18,066 356,353

351,872 356,877

273,582 -

6 295,434 330,161

464,091 -

194,937 159707

1,228,044 489,868
(876,172) (132,991
17,250,029 11,199,244
13 (3,657,004) -
13,593,025 11,199.244
14 4,991,381 4,566,695
15 1,019,246 -
13 2,439,800 2 439,800
13 602,218 154,363
15 4,127,484 3,622,403
i3 412,896 415,983
19 13,593,025 11,199,244

—

The notes on pages 21 to 29 form part of these financial statements,

Sir David Thomson Bt.
Stephen J. Cockburn
Iirectors

FS T Ly

o

TFHE

Approved by the Board
st August 2005
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CONSOLIDATED CASH FLOW STATEMENT

For the vear ended 31st March 2003

Group Company
2005 2004
Notes L L £ L
Operating activities
Cash recerved from investments 840,766 850,366
Interest received 59,788 90.871
Sundry income 7,245 1,142
Cash paid to and on behalf of employees (83,913) (06,353)
Other cash payments (241,627) (234.673)
Net cash inflow from
operating activities A 582,259 641,353
Returns on investments and
servicing of finance
Interest paid (21,594) (33,018
Non-equiry dividends paid (514,371) (588.257)
Net cash outflow from returns on
investments and servicing of finance (535,965) (623,275}
Taxation
UK corporation tax repaid - -
UK corporation tax paid - -
Capital expenditure and
financial investment
Purchase of investments (3,820,714) (1,554,371
Purchase of subsidiarics (314,960} -
Cash acquired with subsidiary 469,091 -
Purchase of own shares - (498,841)
Sale of investments 3,211,979 3,144,182
Net cash (outflow)/inflow from capital
expenditure and financial investiment (434,604) 1,090,770
Equity dividends paid (194,389) {249,370

(Decrease)/increase in cash B/C (602,699) 859,478

The amounts included for the year ended 31st March 2004 represent the Company?s results,

The notes ou pages 19 and 20 form part of this cash flow statement,
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NOTES ON THE CONSOLIDATED
CASH FLOW STATEMENT

For the year ended 31sc March 2005

Group Company
2005 2004
£ £~
A. Reconciliation of operating profit to
net cash inflow from operations:
Net revenue before taxation 331,415 615,209
Coodwill written off on consolidation 354,879 -
Interest paid 21,594 35,018
Deemed income distribution (92,127) -
Investiment gains of trading subsidiary (3,945) -
{Increase)/decrease in debrors (28,674} 1.101
Deerease in creditors {(883) {10,035)
582,259 641,353
13. Reconeiliation of cash flow to
movement in net debt
(Decrease)/inerease 1 cash in the period (602,699) 839,478
Change in net debt resulting from cash flows (602,699) 859,478
New loan nores 1ssued (3,657,004) -
{Increase)/decrease in net debe (4,259,703) 339.478
Ner tunds/ (debt) at 1se April 2004 356,353 (5303,125)
Net {debt)/funds ar 31se March 2005 (3,903,350) 356,353
C. Analysis of net debe
At 31st March Cash Mo Aq st April
2005 Floww Cash Flow 20034
. A A kA
Bank overdratt (273,582) (273,582) - -
Cash at bank 27,236 (32‘),'|__| 7 - 3:_36,353
(246,346) (602,659) - 356,333
Long term debt (3,657,004) —  (3,657.4004) -
(3,903,350 (602,699)  (3,657,004) 356,353
12, Major non-cash transactions and purchase of subsidiary undertakings.

On 7th March 2005 the Company acquired the entire issued share capital of its former parent,
New Centurion Trust Limited through the issue of 849,372 ordinary shares of 50p each and
03,657,004 349 loan notes.

On 22nd Ocwober 2004 the Company acquired the entire issued share capital of Abport Limited
tor /3,873,
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NOTES ON THE CONSOLIDATED
CASH FLOW STATEMENT couinned

For the year ended 31se March 2003

Net Assets acquired

[nvestments
Cash at bank
Creditors

Net Assets

Gouodwill

Satistied by:—
Cash pad

Shares allotted:
[ssue of shares
Issuc of loan notes
Transaction costs

New Centurion Trust Limited coneributed £4,170 to the

contributed £3.775 to the years et operating cash Hows.

@ THE INVESTMENT COMPANY PLC

New Centurion Abport
Trust Limited Limited
L A

4,603,136 43,873
469,041 -
(22 437) (40,000)
5,051,800 3,873
354,879 -
5,406,679 3,873

- i

1,443,932 -
3,657,004 -
305,743 3872
5,406,679 3873

vear’s net operating cash flows. Abpore Linuted




NOTES ON THE ACCOUNTS

For the vear ended 31st March 2005

1 Accounting Policies

() Convention

These financial stacements have been prepared under the historical cost convention, modified to
inctude the revaluation of investments and 11 accordance with applicable accounting standards.

{hy Basis of consolidation

During the year the company acquired two subsidiary companies: Abport Limited and New

Centorion Trast Liovited.

Abport Limited is a small dealing company acquired on 22nd Ocrober 2004,

New Cenrarion ‘Truse Limited is an investmient company and was acquired on 7th March 2005,
The group has adopted the principles of acquisiion accounting. Under acquisition accounting the
results of subsidiary undertakings acquired i the year are included in the cousolidated profic and
loss account from the date of acquisition. Goodwill arising on conselidation has been written off to
the profic and loss account because in the opinion of the directors the group would not benefit
from e goodwill arising. In accordance with the concession granted under Scetion 230(2) of the

Companics Act 1983 the company’s profit and Joss account

not been pre

a8

sented separately in

these financial stacements. The profic after taxation of the company tor the year ended 315t March

20005 was £672.430 (2004: £615,26'.

(¢) Revenue and Expenditure

I evenue includes dividends and interese from mvestments payable on or before the balance sheet date.
Deposit interest receivable, expenses and interest pavable are accounted for on an accruals basis.

(d) Tnvestments

All investments held as fixed assets are shown in the balance sheer ar valuation, The ditference
berween book cost and valuation is shown in note 9 and raken to the revaluation reserve. Profits and
losses on the realisation of investments held as fixed assets are taken to capieal reserve.

Lnvesoments listed on a recognised Stock Exchange have been valued at middle market prices

at the

close of business on the balance sheet date. Unlisted ivestnrents have been valued by the Divectors at
the year end based upon dealing prices where available or stockbrokers’ valuations, net asset values or

other relevant information.

Current asset investments are shown at the lower of cost and market value, Any writedown in market
value is taken to the Profic and Loss account in the vear 1t arises.

(v} Taxation

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that
have been enacted or substantively enaceed by the balance sheet date.

eferred tax s recognised i respect of all niming differences that have originated but not reversed at

the balance sheet date

where transactions or events thae result in an obligation to pay more tax in the

future or a right to pav less tax in the fature have occurred at the balance sheet date, Timing
differences are differences benween the Groups taxable profits and its results as stated in the financial
statemients that arise from the inclusion of gains and losses in tax assessiments in periods different from
those in which they are recognised in the fimancial statements.

Deferred tay is not recognised when fixed assets are revalucd unless by the balance sheet date there 1s a
binding agreement to sell the revalued assers and the gain or loss expected to arise on the sale has

been recognised in the financial statements.

Dieferred ax is measured ar the average tax rates that are expected o apply in the periods in which
che dtining differences are expected w reverse, based on tax rates and laws that have been enacted ar
substantively enacted by the balance sheer date. Deferred tax is measured on a non-discounted basis.

2. Total Income

Dividends

Interest

Deemied income distributions
Gain on trading

Sundry income

Group Company
2005 2004
Py -

840,766

793,396

59,788 HLBT72
92,127 36,970
3,945 -
32,245 1,142
1,028,871 442,350
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NOTES ON THE ACCOUNTS couritited

For the vear ended 31t Marcly 2005

3. Acquisitions and continuing operations
The analysis of turnover o nee revenue before taxation between the Company and the subsidiaries it
acquired is as tollows:

2005 20414

Acquisitions Continuing Tortal Total

£ £ £ L

[ncone 14,030 1,014,841 1,028,871 942 380
Expenses (193) (697,261) (697,456) (327.111)
Net revenue before taxation 13,835 317,580 331,415 015,269
4. Administrative Expenses Geoup Company
2005 20M)4

£ A

Staff costs (see note a) 84,283 63,762
Management expenses: Interest on bank overdraft 24,594 33018
Management/ Adniinistration fee (see note ¢) 132,098 136,541

Others 75,509 72.815

Amaornsaven of goodwill 354,879 -
Auditors remuneration: Audit tees ~— statutory audic 11,580 9,000
— other assurance services 1,750 1,730

Non audit fees — tax compliance services 6,275 6,000

— other advisory services 6,568 2,225

697,456 327111

)

(b)

In addition. che Company’s auditors reecived fees of £200630 plus VAT in respect of the acquisition
of New Centurion Trust Limited. These costs have been capitalised within the cost of subsidiary
companics in the Company balance sheer and subsequently amortised in the conselidated accounts as
part of the goodwill charge.

Statt costs during the vear:

Salaries and fees {see note by 62,734 46.750
Seocial Security costs 5,690 3.621
Pension costs 15,853 15,391

84,283 63,762

Number Nuniber

The average number of persons employved by the
Group during the year was 5 3

Pension comniitnents

At 31st March 2003 the Company had acerued £100,000 (2064 £100.000) towards the purchase of
an annuity for a former employee of the Company.

[Xrectors” remuneration

The Directors” renumeration of £61.567 (2004: £46,750) comprised £25.089 (2004 /12,500)

to Mr 5. J. Cockburn, £13,000 2004 £12,500) to Miss J. 3. Webb, £13,000 (2004 £12.500) to

Mr RS Allen, S10,478 2004 Lnil) to Mr W G Marsh and Jmil (2004; £9.250) 1o Mr. L. Wild.
Mr Simms received no fee as chairman but as indicated in Note 17, CitLegal Consultants Limited
received fees for legal services and for Mr Simms™ services as Chairman up to and including s
retirement on Gth Ocrober 2004,

A management fee of 0.30% of investments and cash held was charged quarterly by lonian Invesumence
Managenwent. 1 division of Fiske ple, unal 3rd fanuary 2005, On 4th January 2005 the Compaty
catered into g service contract with Fiske ple, for the provision of administrative services at the rate of
A24.750 plus VAT per quarter payable i advance, Invesunent management is now undertaken by the
Managing Dircetor,
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NOTES ON THE ACCOUNTS .ouimed

For the year ended 315t March 2003

wh

Taxation Group Company
2005 20014

£ L

Arising on revenue iwims - -
Arising on capital items - ~

Current tax charge for the vear - —

F'.]L't(')ri :lﬂ‘CC[’illg [}IC X Cllllfg(l f()l' t]]L‘ }-’C'.]I"
Fhe tax assessed for the period is lower than the standard
rate of corporation tax in the United Kingdom (30%)
The differences are explained below:

Profit on ardinary activieies before axaton 331,415 715,269
Tax on profit an ordinary acuvitics at 30% 99,425 154,381
Effeers of

Expenses not deductble for tax purposes 108,393 -

Income not taxable (277,927) {255.110)

Utilisation of tax losses 71,690 70,529

Chargeable gains (1,581) -

No provision Ias been made for deferred taxation, The amount not taken o credit in respect of deferred
tax at 3lse March 2005 was:

Consolidated Company

2005 2004

£ Fa

Short term mming differences 24,000 24,000
Credit on revaluauon of invesanents (267,186) (207.307)
(243,186} (183,347}

No provision is made tor deferred rax arising on the revaluation of investments as there 1s no binding
agreement for chetr sale ar the balance sheet date.

Dividends Group Company

2003 20k
4 L L 4

Interim dividends paid
Tarticipadng Preference Shares 4.75p

(2004: 3.5p) 296,153 342,914
Ordinary Shares 3p (2004: 3p} 83,958 53,958
380,111 426,872
Dividends payable
Participating Preference Shares 3.5p
(2004: 3.5p) 218,218 218,218
Ordinary Shares Fimal 4p
(2004 Second interin 4p) 77,216 111,943
295,434 330161
675,545 757,033

ividend waivers have been received in respect of those ordinary shares reclassified as non-voting shares
held within the Group.
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NOTES ON THE ACCOUNTS wnini

For the year ended 31st March 2005

7. Net Revenue after Taxation

The net revenue tor the vear is broken down as follows:

Dealt with in the financial statements of che parent

Deair wide in the financial statements of the subsidiary — New Centurion
Pealt with in the financial statements of the subsidiary — Abport Limited
Amortised goodwill

8. Earnings per Share

The caleutation of basic carnings per share is based on e following:

[ evenue after taxation
Participating preference dividend

Weighted nuimber of Ordinary shares of 50p cach

{Loss)/carnings per share

The calculation of adjusted carnings per share 15 based on the following:

Revenue after taxation
Add back goodwill amortisation
Participating prefersence dividend

Adjusted revenue after taxation

Weighted average number of shares being all ordinary voting
but excluding non voting shares

Earnings per share

Net basis
Weighted average number of ordinary shares
Shares reclassified as non-voting shares
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Trost Linnted

Group
2005
£

672,459
4,115
9,720

_ (334.879)

331,415

Group Clompany
2005 2004

L £

331,415 615,269
(514,371) (561.132)

(182,956) 54,137

2,854,434 2,798,584
{6.41p) 193

Group Company

2005 2004

£ L

331,415 015,269

354,879 -
(514,371) (361.132)

171,923 54,137

2,741,498 2,794,584
6.27p L3

Group

2005

2,854,434

{$12,936)

L 2i741,498




NOTES ON THE ACCOUNTS contisined

For the yeur ended 3se March 2003

9. Fixed Asset Investments Group Company
2005 2005
4 &
Valuation at Tse April 2004 11,332,235 11,332,235
Uunrealised {appreciation)/depreciation
at st April 2004 (154,363) (154,363)
Cost at Ist April 2004 11,177,872 11,177,872
Additons 5,188,662 3,532,152 1,546,487
Cuost of disposals {2,596,593)  (2,596,593) {3.801,857)
Cost ar 31st March 2005 13,769,941 12,113,431 11,177.872
Unrealised appreciation
at 31st March 2003 619,385 602,218 154,363
Valuation at 31st March 2005 14,389,326 12,715,649 11.332,235
Aggregate value of invesuments listed
on a recognised Stock Exchange 12,384,583 10,777,028 8859515
Orher investinents at Directors’ vatuaton 2,004,743 1,938,621 2472720

14,389,326 12,715,649 11.332.235

16. Investment in Subsidiaries Group Company
2005 2005 20014
L £ £
Cost at Tst April 2004 - - -
Acquisition of Abport Limited - 3,873 -
Acquisition of New Centurion Trust Limired - 5,406,679 -

Cost at 31st March 2005

1

w
-

=
—
=]
w
o
1S

!

Subsidiaries
At 35t March 2003 the company held interests in the following subsidiary companics:-

Country of % Share Nature of

Incorporation capital held business

New Centurion Trust Limieed Great Britain 100%  Investment Company
Abport Limited Great Britam 100% [vestment Dealing

Company

11. Current Asset Investiments
Current asset investments are shown at the lower of cost and market value, I they had been shown at cost
they would luve been carried at /322,245,

12. Debtors Group Company
2005 2005 2004
L £ L
Amount due from Abport Linsited - 304,608 —
Orther Debrors 29,198 29,198 524
29,198 333,806 524

13. Creditors: Amounts falling due after one year Group Company
205 2005 RICIES
£ L L
5% loan notes maturing 2010/2015 3,657,004 3,657,004 -

The loan notes were issued at par on 7th March 2005 as part of the consideradion for the acquisition of
New Centurion Trust Limited. The loan notes are unsceured and uosubordinated and will be redecmed by
the Company at par as to 30% of their aggregate original principal amount on the fifth anniversary of the
completion date being 7eh March 2010 and as to a further 10% on cach anniversary thereafer up to and
including the renth amtiversary.
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NOTES ON THE ACCOUNTS voninmed

For the vear ended 3 [st March 2005

14.  Share Capital 20035 2004
Shares L Shieres L
Authorised
Ordinary Shares of 30p cach 4,000,000 2,000,800 3,260,000 1.630.000
Participating Preference Shares of 30p cach 12,640,000 6,320,000 12,640,000 (.320,000
Deferred Shares of 30p cach 100,000 50,000 100,000 50,000

8,370,000 #.000,000

Allotted, issued und fully paid
Ordinary Shares of 50p each:

At Tst April 2004 2,798,584 1,399,292 2.798.584 1,359,292
Issued 1o year 849,372 424,686 - -
3,647,956 2,798,384
Re-designated as non-voting shares,
held by the Company (1,717,565) (858,782) - -
At 3lsr March 2005 1,930,391 965,196 2798, R84 1,359,242

Non-voting ordinary shares of 50p each:
e-desigrated as non-voring shares,

held by the Group 1,717,565 83R,782 — -
Participating Preference Shares

of 50p each 6,234,805 3,117,403 6,234 805 3117403
Deferred Shares of 50p each 100,000 50,000 100,000 50,000

Nominal share capital

4,506,695

On 7th March 2005 the Company’s authorised share capital was inereased by £370,000 through the
creation of 740,000 ordinary shares of 530p cach ranking pari passu with the existing ordinary shares. On
7eh March 2005 the Company acquired New Centurion Trust Limited, which until nnmediately before
the acquisition had been its parent, through the issue of 849,372 ordinary shares at 170p per share and the
issue of £3,657,004 5% unsecured Joan notes 2010/15. As pare of the acquisition those shares in the
Company previously held by New Centurion Frust Limiced were re-designated non-voting ordinary shares
of 30p cach. In accordance with section 23(3) of the Companies Act 1985, shares held by a subsidiary in
its parent company are prevented from exercising any voting vights,

The Participating Preference Shares entitle the holders, in priority to the payiment of any dividend to the
holders of all or any other shares in the capital of the Company, to a fixed net cash cumulative dividend at
the rate per annum of 7p per share. In addition, holders are entitled ro a participatng dividend at the rate
of 25% of any dividends paid on the Ordinary Shares in excess of 2p net per share for any year, subject w
a maxinmum participating dividend in vespect of any vear of 3p net per share. Upon a return of capital,
holders of the Participating Preference Shares are entitled to repayment of the nominal amount of captal
of 50p paid up on cach share together with a premiwn of an additional 50p per share in priority o the
distribution of any surplus assets amongst the holders of the Ordimary Shares. The Participating Preference
Shares confer voting rights only in certain circumstances.

The Deferred Shares conter no voting or dividend rights and negligible vights upon 1 repavment of capical.
Cancellation of the deferred shares was confirmed by the High Court on 18th May 2005,

The Ordinary Shares entidle the holders to receive all ordinary dividends and all remaining assets on a
winding up. after the Parucipating Preference Shares have been sausfied i full.

The non-voting ordinary shares, all of which are held by New Centurion Trust Limited, a subsidiary of
the Company, rank parrd passu with the existing ordinary shaves except thae they do net have the right to
vore ac General Mectings of che Company.
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NOTES ON THE ACCOUNTS contingied

For the vear euded 31se March 2005

15.  Reserves Group Company
2005 20035 2004
£ £ £

Share premium

Balance ar Tst April 2004 - -
Premium on new shares issued 1,019,246 1,019,246 -
Halance at 315t March 2005 1,019,246 1,019,246 -

Own shares held
Balanee at 15t April 2004 - - -
Own shares acquired on purchase of New Centurion

Trust Limited (2,919,861) - -
Balance at 3ist March 2005 (2,919,861) - -

Capital redemption reserve
Balance at Tst April 2004 and 31st March 2003 2,439,800 2,439,800 2,439,800

Revaluation reserve

Balanee ar 1st April 2004 154,363 154,363 (325,726}
Unrealised revaluation of invesoenes 436,258 447,855 450,089
Balance at 31st March 2003 590,621 602,218

Capital reserve

Balance at st April 2004 3,622,403 3,022,403 4,510,426
Reeatised gains/ (losses) as reported 1o Starciment

of Total recognised Gams and Losses 505,081 505,081 (8388,023)
Lalanrce ar 31st March 20035 4,127,484 4,127,484 3,622 403

Revenue Account
Balance at Ist April 2004 415,983 415,983 357747
Reetained carnings tor the vear (344,130} (141,764)

412,896 415,983

Balance at 3tst March 2003 71,853

16. Ultimate Holding Company

Om 7ely March 2005 che Company acquired New Centurion Truse Limited which until immediarely
before the thine of the acquisition held a contralling sharchalding in the Company. Accordingly, the
Company no longer has an ultimate holding company.

17. Related Party Transactions

Vhring the year the Company was charged fees of £12,373 (2004 £11.373) by CitiLegal Consultants
Limited, a company i which Mr I E Simmis was managing director during the year.

During the year the Company was charged management fees of £132.008 (2004 £136.541) by lonan
Lnvestient Management whicl is a division of Fiske ple. The smount outstanding at 31se March 2005 was
Anil 2004 £49,933). Mr S, [ Cockburn is interested as a director and substantial sharcholder in

Fiske ple.

On 22nd October 2004 the Company acquired the entire issucd share capital of Abport Limited for
A3873 from Jove Investment Trust ple, o company in which Mr. 5, ] Cockburn and Sir David Thomsen
were directors and sharcholders.

On 7th March 2003 the Company acquired the cntire issucd share capital of New Centurion Trust
Limited, its former parent company, through the sssuc of 849,372 ordinary shares of 3ttp cach and
L3.657,004 5% loan notes. Miss J. 13, Webb was the joint owner of New Centurion Trust Limited which
had an interest i 61.37% of the issued ordinary share capital of the Company.

18.  Contingent Liabilities
There were no contingent labilities ab 31se March 2005 (2004: Nily,

The Company has an unsccured overdraft facilivy of £1.5 million.
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NOTES ON THE ACCOUNTS contittied

For the year ended 3st March 2005

19, Reconciliation of Movements in Shareholders® Funds Group Company
2003 2005 2004
£ £ £
Reevenue for the financial year 331,415 672,459 615269
Dividends (675,545) {675,545) (757,033
(344,130) {3,086} (141.764)
Issue of new shares 1,443,932 1,443,932 -
Non-voting ordinary shares held by the
comnpany in iwsell (2,919,861) - -
Orther recognised gams and losses relating o
the year {page 15} 941,339 952,935 (407,934)
Net reduction to sharcholders™ tunds (878,720} 2,393,781 {549.698)
Opening sharcholders” funds 11,199,244 11,199,244 11,748,942
Closing sharcholders™ funds 10,320,524 13,593,025 11,199 244
Represented by:
Non-cquity sharcholders 6,234,805 6,234,805 6,234,805
Equity sharcholders 4,085,719 7,358,220 4,964,439
10,320,524 13,593,025 1,199,244
The non-cquity sharcholders” interests are the interests in the Pardcipating Preference Shares and the
Deferred Shares.
A reconciliation of the Consolidated balance sheet and the Company’s balance sheet is as tollows:
Consolidaced balance sheet nec assers 10,320,524
Add:
Cost of non-voting ordipary shares of the Company held by New Centurion
Trust Limited 2,919,861
Goodwill on acquisiion of New Centurion Trust Limited and Abport Limited
being primarily costs of acquisition which have been amortsed in che
consolidated accounts 354,879
Loss:
Adjustments for post acquisition trading of subsidiaries (2,239
Company balance sheet net assets 13,593,025
The consolidated balance sheet is shown on page 16 and the Company balance sheet is shown on page 17.
20,  Net asset value per share

The net asset value per share is catculated as follows:

2005 20014

Group £ e
Basic:
Net assets at 31st March 2005 10,320,524 11,199,234
Less: assets attributable to:

Pardcipating Preterence Sharcholders (6,234,805) (6.234,805)

Deterred Shareholders - -
Atrriburable to Ordinary Shares 4,085,719 4,964,439
Ordinary Shares in issue 1,930,391 2,798,584
MNet assers per ordmary share 211.65p xd 177.39p xd

The net asset value of the Group as shown on the consolidated balanee sheet retlects the markee value of
the underlying investments of New Centurion Trust Limited as at 31st March 2005,
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NOTES ON THE ACCOUNTS aoutined

For the year ended 31st March 2005

21. Analysis of Financial assets & liabilities
As required by FRRS13 — Derivatives and Other Financial Inscruments, an analysis of the financial assets and
Labilities, which identifics the risk of the group of halding such items is given below:-

2005 2004

Fixed Assets £ £
Listed [nvestnents 12,384,583 8,859,515
Unlisted investments 2,004,743 2,472,720
14,389,326 11,332,235

Current asset investrnents
The group holds current assct investments with a market value of /318,201 at the year end.

Current assets and liabilities
The group’s current assets and labilities are denominated in sterling, The interest rare on the overdraft at
315t March 2005 was 6.75% (2004: 6.00%)

Long term loan
The joan notes bear interest at 3% per annum and are repayable in instalments from 7th March 2010.

Background

The investment objective of the group is to generate income and capital growth over the medium term.
The group’s financial instruments comprise investments, in fixed interest securities and prior charge
investments, borrowings for investment purposes or for settlement purposes, cash balances and debtors and
creditors that arise directly from its operations.

The principal risks the group faces i its portfolio management acitivities are:

®  Market price risk — arising from uncertainty abourt future prices of financial instruments used by the
group;

®  Interest rate risk — arising because the group may borrow funds in order to increase the amount of
capital available for investment; and

®  Liquidity risk — because the group may invest in small companies with more limited marketability and
in investments not traded on recognised or designated investment exchanges.

Policy
The investment philosophy of the Managing Director is to identify areas of value and undiscounted
growth.

Specific policies for managing risks are summarised below and have been applicd throughout the period:

Y. Market price risk
The Managing Director monitors the prices of financial instruments held by the group on a regular basis.

2. Interest rate risk

The Company finances its operations through existing reserves and an overdraft facility which is reviewed
annually. During the year ended 31st March 2005, the group could borrow up to £1,500,000 at 2% over
base rate against the overdraft facility,

3. Liguidity risk

The group’s assets mainly comprise readily realisable quoted and unquoted securities that can be sold to
meer funding commitments if necessary. Short term flexibility is achieved through the use of overdraft
facilitics.

22. Post Balance Sheet Events
On 18th May 2005 the Company received confirmarion from the High Court for the cancellation of the
100,000 deferred shares of 50p each that remained in issue and the re—classification of the Capital
Redemption Reserve as a distributable reserve,
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TWENTY LARGEST INVESTMENTS

At 31st March 2005

Marker or
it directors’ % of 1ol
Stock Number Lssue Book valuation portfolic
1. Whitbread Hotel Co {fmly Swallow/Vaux)
4/4% A’ cum pref L1 546,640 46.03% 326,782 429,112
6'/29% ‘A’ cum pref £1 496,037 33.07% 414,427 498,517
7% cum pref £1 86,738 22.35% 63,920 05,845

805,129 1,023,474 7.11%
2. REA Holdings
9% cum pref L1 960,004 11.29% 815,504 1,017,610 7.07%

3. Delta Group

41/2% 2nd cum pref £1 867,042 44.69% 529,841 645,946
6% 1st cum pref £1 223 444 25.80% 177,917 195,514

707,758 841,460 5.85%
4, Equitable Life Finance
8% sub gtd bonds 2049 600,000 0.35% 368,000 594,000 4.13%

5. Right Mgnt Consultants (finly Coutts)
5p env pref £14§ 310,000 6.20% 187,477 279,000
8p cnv pref L11§ 245,000 6.53% 250,840 245,000

438,317 524,000 3.64%

6. New Fulcrum Investment Trust
Qrzdinary 10p§ 1,475,000 6.40% 411,072 523,625 3.64%

7. Fishguard & Rosslare
3172% gtd preference stock L775,999 62.70% 433,040 500,519 3.48%

8. Coats (fmly Coats Viyella)
4.9% cum pref £1 693,719 4.75% 482,588 468,260 3.25%

9. Peninsular & Oriental Steam Navigation Company
5% cum pfd stock§ £514,151 15.38% 359,402 384,780
5.5% non-cum pref £1§ £.50,000 0.08% 55,551 35,000

414,953 439,780 3.06%

10. Dunlop Plantations .

6% cum pref £1 538,493 21.54% 374,386 390,407 271%
11. Amalgamated Metal

5.4% cum pref £ 1t 256,065 18.22% 144,049 192,049

6% cum pref £14 213,510 23.72% 103,844 185,754

247,893 377,803 2.63%

12. Fiske

Ordinary §t 455,000 5.48% 273,444 370,825 2.58%
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Marker or

i Jirectors” % of tal

Stock Number [ss0e Book valuation partfalio
13. Courtanlds Clothing Brands

710% cum pref L1 351,052 39.01% 333,389 359,828 2.50%
14. Renold

&% cum pref £1 422,109 T2.72% 330,490 356,682 2.48%
15. Chemetall

9% cum red pref 2008

(fmly Brent Int'l 349,000 2.91% 317,807 347,255 2.41%
16. Stanelco

Ordinary § 2,000,000 0.29%, 143,073 345,000 24004
17. Caflyns

10% cum pref £1 60,000 9.26% 52,860 #8,200

&175% 1st cum pref [ 253894 63.27% 222,597 247,547

275,466 335,747 2.33%

18. S&U
6% cum pref £ 67,850 33.93% 530,198 61,404
3120 pref 12.5p 489,192 13.59% 260,283 262,266

322,481 323.670 2.25%

19, Investec Investment Trust

3% cum pref 320,073 24.62% 193,506 214,250
5% cum pref 104,043 30.12% 92,8358 79,593

286,374 298,543 2.08%

20. Crane Europe
5'2% cum pref £ 275,214 27.52% 173.106 295,855 2.06%

7954270 9734643 67.65%

g Issues with unrestrnicted votng vighes
T Unguored invesoments ar Divectors” valuation

The Company has a total of 104 holdings in 84 companies.
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NOTICE OF MEETING

Notice is hereby given that the 138th ANNUAL GENERAL MEETING of members
will be held at Lion House, Red Lion Street, London, WCIR 4G at 12.30 pm on

Wednesday 21st September 2085 for the following purposes;

Ordinary Business

1.

_l\.)

0.

To receive and adopt the Directors” report and accounts for the year ended
31st March 2005,

To receive and approve the Directors” remuneration report for the year ended

3ise March 2005.

To re-clect Mr Peter S, Allen as a Director.

To re~elect Miss Joan Webb as a Director.

To clect Sir David Thomson Bt who, having been appointed as a director since the
last general meeting of the Company, ofters himself for election as a director.

To reappoint the Auditors and to authorise the Directors to determine their

remuneration.

Special Business

To consider and, if thoughe fit, to pass the following Resolutions which will be

proposed as Ordinary Resolutions:

7.

That the authority conferred by Ardcle 10(B) of the Articles of Association of the
Company (as adopted at the Extraordinary General Meeting of the Company held
on 11th September 1997) to make market purchases of Ordinary Shares of 50p
cach and of Parucipating Preference Shares of 50p each in 1ts capital be further
renewed so that the authority shall expire at the conclusion of the Annual General
Meeting of the Company to be held in 2006 but not so as to prejudice the

completion of a purchase before that date, and be varied as follows:

(1) the maximum amount of Ordinary Shares which may be so acquired is
289,558; and

(k) the maximum amount of Participating Preference Shares which may be so

acquired 1s 1,246,961,

That the power conferred by Resolution 4 passed at the Extraordinary General
Meeting held on 11th September 1997 as renewed and expiring at the conclusion
of this Annual General Mecting be further renewed to the effect that the Board be

empowered pursuant to Section 80 of the Companies Act 1985 (“the Act™ to
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exercise all the powers of the Company to allot relevant securities up to a
maximum of the autheorised but unissued share capital of each class of share capital
of the Company as if Scction 89(1) of the Act did not apply to such allotment and
provided that this authority shall expire 15 months from the date of the passing of
this resolution or, if earlier, at the conclusion of the next Annual General Meeting
of the Company, save that the Company may prior to the expiry of such authority
make an offer or agreement under which relevant securities would or might fall to
be allotted after such expiry and the Board may aliot relevant securitics in
purstance of such offer or agreement as if the power conferred by this resolution

had not expired.

Registered Office: By order of the Board
3rd Floor James P. Q. Harrison
Salisbury House »Secretary

London Wall
London EC2M 5QS

Dated this Tst day of August 2005

Naortes:

A member entitded to awend and vote is entitled to appoint a prosy to attend and vote instead of hinw A proxy
need not be a member of the Company,

To be valid a duly exeeured form of proxy Gnd any power of attorney or other authority under which it is
exceuted) must be lodged wath the Companys regismrars, TRG ple, Bourne House, 34 Beckenham Road,
Beckenham, Kent BR3 4BR. not later than 12.30pm on 19th September 2005, Lodgement of a form of proxy will
not prevent a holder from attending and voring 1o petson.

There will be available for suspection ac 3rd Floor, Salisbury House, London Wall. London EC2M. 5QS. during
busiiess hours on any weekday (Saturdays and public holidays excepted) from the date of this notice unal the
conclusion of the meeting the Register of Directors” interests in the share capital of the Company and the conrtrace

ol service entered into beoween the Company and che Managing | Mrector.
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