RIGHTS AND ISSUES INVESTMENT TRUST P.L.C.

FINAL REPORT AND ACCOUNTS 2005

COMPANY NUMBER 00736898

LTI

08 *AESKOEHOK
COMPANIES HOUSE 11/04/2006

VWINTANICY nuyue

Wy

PLEASE NOTE THAT PAGE 3 (NOTICE OF MEETING) HAS NOT
BEEN FILED
AND PAGE 8 (5 YEAR CUMULATIVE PERFORMANCE GRAPH)
HAVE BEEN REPLACED BY PAGE 8A
AS THESE ITEMS WERE UNACCEPTED FOR FILING BY
COMPANIES HOUSE.




RIGHTS AND ISSULS INVESTMENT TRUST PURLIC LIMITED COMPANY

CAPITAL STRUCTURE

CAPITAL

ISSUE
1,644,000 shares of 25p each.

INCOME ENTITLEMENT

A supplementary dividend payment of
2.75% net on the capital reserves in
complete units of £168,000 in excess
of £382,536 and 1/31st of the
distribution of all profits after the
payment  of
supplementary capital dividends by
way ol dividend.

preference and

CAPITAL ENTITLEMENT
42.2278p per share and 73% of the
surplus assets on liguidation.

VOTING

One and a half votes per share on
ordinary business and ten votes on a
motion 1o Liguidate.

PRICE
{at 31st December, 2005):
2675p.

GROSS YIELD
2.4%.

DISCOUNT
8.6%.

DESCRIPTION

Capital shares are of interest to capital
orientated investors wishing some
mneome.

ISSUE
2,460,000 shares of 25p each.

INCOME ENTITLEMENT

30/3 15t of the distribution of all protfits
after the payment ol preference and
supplementary capital dividends by
way of dividend.

CAPITAL ENTITLEMENT
29.0650p per share and 25% of the
surplus assets on liquidation.

VOTING
One vote per share.

PRICE
{at 31st December, 2005}):
785p.

GROSS YIELD
57%.

PREMIUM
4.4%,

DESCRIPTIQON

Income shares are of interest to income
orientated investors wishing some
participation in capital growth,

PREFERENCE

ISSUE
200,000 shares of £1 each.

INCOME ENTITLEMENT
A dividend payment of 5.5p net per
share on 2nd January.

CAPITAL ENTITLEMENT
Repayment at par on liquidation.

VOTING
No vote normally for ordinary business
and one vote per share on a motion ©
liguidate.

DESCRIPTION
Preference shares provide un element
of gearing to the other ciasses.

THE TRUST MAY BE LIQUIDATED AT ANY TIME, BUT THE BOARD OF DIRECTORS HAVE INDICATED THAT IT IS NOT
THEIR PRESENT INTENTION TO DO SO PRIOR TO 25TH JULY, 2011.

Note: The above is a summary of rights. For full information shareholders should refer to the Articles of Association,
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RIGHTS AND ISSUES INVESTMENT TRUST PUBLIC LIMITED COMPANY

RECENT RECORD

FT All Share

Net asset value Net asset value Net Net asset Net Index

Year to per Capital  per Capital Share dividend per value per dividend per FT All $hare {Rebased
31st December Share (Index 1984 = 100} Capital Share Income share Income Share Index 1984 = 100}
1984 116.2p 100 20275p 48.5p 3.8p 59294 100
1985 138.5p 119 2.0375p 53.0p 40p 681.88 115
1986 191.3p 165 2.3125p 64.0p 4.25p 83548 141
1987 266.3p 229 2.8550p 80.6p 4.0p 870.22 147
1488 333.79p 287 3.9450p 96.3p S4p 926.39 156
1989 392.7p 338 5.5750p 109.9p 6.5p 1204.70 203
1990 301.7p 260 6.9375p 90.3p 7.5p 1G32.60 174
1991 357.8p 308 8.1805p 102.2p 80p 1187.70 260
1992 392.5p 338 3.4638p 109.4p 8.3p 1363.79 230
1693 5437p 470 9.0204p 144.9p 8.7p 1632.17 284
1994 5832p 502 10.6051p 154.1p 94p 1521.44 257
1995 699 .8p 602 12.6616p 182.7p 10.5p 1802.56 304
1996 780.1p 671 13.2598p 204 .8p 13.0p 2003.66 340
1997 1074.6p 925 15.4378pt 274 9p 19 0pt 2411.00 4067
1998 1199.9p 1033 23.4990p 304.3p 19.25p 267392 431
1999 1590.9p 1369 28.7591p 396.3p 22.5p 324206 547
2040 1895 4p 1631 31.3238p 467 Sp 25.5p 298381 503
2001 1858 4p 1599 41.2323p 465 .8p 30.5p 252388 426
2002 1640.6p 1412 48.6012p 417.1p 33.0p 1893.7 319
2003 2194.5p 1889 50.8226p 542.9p 34.5p 22074 372
2004 2573.1p 2214 50.9226p 633.3p 36.5p 2410.8 407
2005 2928.1p 2520 58.0982p 751.8p 40.5p 2847.0 480

T = includes special dividend



RIGHTS AND ISSUES INVESTMENT TRUST PURLIC LIMITER COMPANY
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RIGHTS AND !SSUES INVESTMENT TRUST PUEBLIC LIMITID COMPANY

CHAIRMAN'S STATEMENT

These 2005 accounts have been prepared under International Accounting Standards for the first time. Shareholders will therefore find
considerable change in format and content. The single most important difference is that the value of the portfolio is now calculated
on a bid basis rather than the previous mid-market basis. The effect of this is to reduce shareholders” funds and thereby net asset values
by approximately 19. The implementation has involved considerable time and effort without conferring any tangible benefits. Indeed
the reader may now find himself more confused by these accounts.

| Market performance in 2005 was good and the FT'SE All-Share Index rose by 18.1%. This was matched by smaller companies with
the FTSE Small Cap index increasing by 19.8% and FTSE Fledgling index by 19.0%. The net asset value of the capital shares rose
from 2542 8p to a new record of 2928.1p and that of the income shares from 651.5p to 751.8p. These increases of 15.2% and 15.4%
were modestly below the perfermance of the FTSE All-Share Index.

Your Directors have decided to raise the dividend to 40.5p per income share and 2.025p per capital share for 2005. This 11% rise again
exceeds the rate of inflation. Additionally, the supplementary capital dividend of 56.0732p per capital share was paid on Znd January
2006 and. barring unforeseen circumstances, the supplementary capital dividend for the current year will be 66p per capital share
payable on 2nd January 2007. This 18% increase is a direct consequence of the recent capital performance.

Discretionary Unit Fund Managers produced record results with pre-tax prefits in excess of £400.000 and funds under management
at 31st December were £56m. Its performance now accounts for 209% of Group profits before tax.

Every five years your Directors consider the future of the Trust in order to satisfy themselves that the Trust is meeting its objectives.
Over the last five years the Trust’s shareholders’ funds have increased from £42.8m in 2000 to £66.7m in 2005, This is an increase of
56% and compares favourably with the fall of 5% by the FTSE All-Share Index over the period. At the same time, the dividend per
income share has risen from 25.5p in 2000 to 40.5p in 2005. This is un annualised increase of 9.7% and substantially exceeds the 2.4%
rate of inflation over the five years. In the light of these results, your Directors believe that the objectives have been achicved and
propose extending the life of the Trust to 25th July 2011,

The corporate outlook is cwrrently very mixed. Sigmficant cnergy price increases and competitive global market conditions are
squeezing margins. The recent change in pension regulation together with the ever creeping rise in [uture pension liabilities means
that pension costs are now a heavy burden for many UK companies. These factors when combined with the current relatively high
valuation of equities suggest an unexciting outlook. Still there are always new opportunities which the Trust will seek out.

S. H. J. A, KNOTT

Chairman




RIGHTS ARND ISSUES INVESTRMENT TRUST PUSLIC LIMITED JOMPANY

REPORT OF THE DIRECTORS

The Directors have pleasure in submitting their forty-third Annual Report, together with audited accounts in respect of the year ended
31st December, 2005.

PRINCIPAL ACTIVITIES AND INVESTMENT TRUST STATUS

The Company is an investiment trust and has two subsidiary undertakings, as referred to in note 12.

The Company has been approved by the Inland Revenue as an investment trust for all accounting periods up to 31st December, 2004,
Since that date. the Company has directed its affairs so as (o be able to continue (o qualify for approval as an investment trust.

The close company provisions of the Income and Corporation Taxes Act 1988 do not apply to the Company.

REVIEW OF THE BUSINESS
Group assets have increased to £66,716,728 from £57 928 281 and at 31st December. 2005, the net assets valucs of the income and
capital sharcs were 751 8p (2004: 651.5p) and 2928.1p (2004: 2542.8p) respectively.

The movement in the dividend equalisation reserve is shown in nofe 17 (o the accounts.

The Capital Shareholders” supplementary dividend, subject to unforeseen circumstances, for the current year payable on 2nd January,
2007, will be 66.000p net per Capital Share,

RESULTS AND DIVIDENDS
The results for the year are shown in the income statement on page 10, The dividends paid and proposed are disclosed in note 6 Lo the

accounts.

FINANCIAL INSTRUMENTS

The group’s financial instruments and related management risk pelicies are shown in note 21 to the accounts.

DIRECTORS
The Directors who served during the year and their inferests in the shares of the Company were as follows:

Capital Income

31st December, 21st December,  31st December, 3st December,

2005 2004 2005 2004
S.H.J. A. Knott 225,670 225670 203,505 203,505
P. M. Allen 2,500 2.500 - -
B. A. Beverley 17,500 17,500 32,500 32.500
D. M. Bramwell - - 20,000 20000
5. 1.B. Knott 25,000 25.000 5,000 5000

No changes in the Directors’ interests shown above have oceurred since 31st December, 2005.
P. Allen, B. A. Beverley, 5. J. B. Knott and S. H. J. A. Knott are retiring, All being eligible. offer themselves for re-clection.

No Director offering himself for re-clection has a service contract.
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RIGHTS AND ISTUES INVESTMENT TRUST PUBLIC LIMITED COMPANY

REPORT OF THE DIRECTORS continued

SUBSTANTIAL SHAREHOLDINGS
The Company has been notified of the undermentioned sharcholdings which arg in excess of 3% of the respective classes of the issued
share capial of the Company at 10th February, 2006,

Capital Income Preference

Shares Shares Shares
J. Bar Esq 72,540 96,829 -
Discretionary Unit Fund 150,000 - -
Giltspur Nominees - 86,441 -
Greig Middleton Nominees 53,900 - -
HSBC Global Custody Nominees (UK) 132,500 - -
L.W. & B.I Potter - 140,000 -
Rulegale Nominees - - 67,934

The Directors are not aware of any other holdings amounting to 3% or more of any class of the issued share capital of the Company.

GENERAL

The Company and its affairs are administered on an agreed cost sharing basis by Discretionary Unit Fund Managers Lid.
No charitable or political contributions have been made during the year,
It is the Company’s payment policy to ensure settiement of suppliers’ services in accordance with the stated terms.

In accordance with Section 384 of the Companies Act 1985, a resolution proposing the reappointment of Hope Agar as auditors of the
Company will be put to the Annual General Meeting.

By Order of the Board.
DISCRETIONARY UNIT FUND MANAGERS LIMITED

A QU (Frdegy

CORPORATE GOVERNANCE AND DIRECTORS’ REMUNERATION L

i 3th February, 2006

Significant matters relating to the governance of the Trust, including those in relation to the recommendations of the Combined Code
2003 are noted below.

THE BOARD OF DIRECTORS

The Board of Directors, which includes four non-exccutive directors, meets about six times a year to review the affairs of the Trust.
Directors may take independent legal, accounting or other professicnal advice at the expense of the Trust in the lurtherance of their
duties. The Company Secretary’s advice and services are available to all Board members.

PRINCIPLES OF GOOD GOVERNANCE

Full consideration has been given by the Board to the Principles of Good Governance as set out in the Combined Code annexed to
the Listing Rules, In so far as they are applicable to a smaller self-managed investment trust, the Directors believe that they comply
with the principles.

SCHEME OF DELEGATION

The Board delegates all investiment matters to the Investment Director but reserves 1o itsell all decisions concerning unguoted

investments.

REPORTING AND CONTROLS

The Board is fully aware of its duty to present a balanced and understandable assessment of the Trust’s position, It acknowledges its
responsibility for the Trust’s system of internal finanecial controls and their effectiveness. Your board meets regularly and reviews
performance against approved plans and forecasts. In addition the day to day administration and accounting functions are carried out
by the Company Secretary who reports regularly to the Board.

As part ol the system of internal control, there is a process to identify, evaluate and manage the significant risks faced by the Trust.

This has been reviewed by the Board and is in accordance with the guidelines issued. The system of risk analysis adopted by the




RIGHTS AND §5SUES iNVESTMENT TRUST PURLIC LIMITED COMPARY

CORPORATE GOVERNANCE AND DIRECTORS’ REMUNERATION continued

Board is designed to manage rather than eliminate the risk of failure to achieve the investment objectives of the Trust. It must be
stressed that undertaking an acceptable degree of controlled risk is ulways necessary in the conduct of any investment trust if above
average performance is 10 be achieved. For this reason, the process can only provide reasonable and not absolute assurance against

material misstalement or loss.

After veviewing the Trust’s budget for 2006 and its medium-term plans, the Directors have reasonable expectation that the Trust has
adequate resources to continue its operations for the foreseeable tuture. Therefore, they adopt the going concern basis in preparing the
accounts.

RELATIONSHIP WITH SHAREHOLDERS

The Investment Director maintains a regular dialogue with major shareholders.

THE CODE OF BEST PRACTICE

The Trust complies with the appropriate recommendations of the above code but does not comply with the following paragraphs:

A2

The Board sees no useful purpose in publishing the individual attendances by Directors.

A4
The Board believes that for a company of this sort the establishment of @ nomination committee is not necessary and the Board can

adequately carry out any dulies required in this area.

A.6.1& AZ2

The Board do not believe that there is a need for a formal performance review process of either itself or individual non-executive
Directors as this does not recognise the special characteristics of a self-managed investment trust. Instead the Board takes joint
responsibility for the stewardship and performance of the Trast and undertakes every five years a rigorous review of the Trust’s
performance against its benchmarks. All non-executive directors who have served for more than nine years submit themselves to

annual re-clection.

B.1.1 to B.2.4 {DIRECTORS' REMUNERATION]}

The Beard considers that shareholders suffer no disadvantage by it not complying with these aspects of the Code. Dircctors’ salaries
are only infrequently reviewed, reflecting its Investment Trust status. There are no bonus, share option, pension or profit related
payment arrangements with any of the Directors, other than those disclosed below. In the light of this and the modest nature of
Directors’ remuneration, the Board sees no need for either a Remuneration Committee or further consideration in respect of Executive

Directors’ remunerstion.

C3.1t0 C3.7

The Board secs no need for an internal audit function in the tight of the size of the organisation and the clear segregation of investment
management and control of the assets.

The Board believes that for a companty of this sort the establishment of an audit committee is not necessary as its dutics required can
be adequalely curried out by the Board,

DIRECTORS' DETAILS

Fees and Salaries

2005 2004
£ £
S.H.J. A KNOTT Chlairman, aged 74 years
He was 2 Director of a number of PLCs 10,000 10,000
P. M. ALLEN Non-executive. aged 65 years
He was a Director of HG Capital Trust PLC 4,000 4000
B. A. BEVERLEY Non-exccutive, aged 70 yeats
He was a Director of Greig Middleton & Co. Limited 4,000 4,000
D. M. BRAMWELL Deputy Chairman and Senior Independent. aged 58 years
He was Chief Executive of Peterhouse Group PLC 9,400 9400
S.J). B. KNOTT Executive, aged 47 years
He is investment manager 110,000 102.500




RIGHTS AND 15SUES INVESTRMENT TRUST PUELIC LIMITED COMPANY

THE DIRECTORS’ REMUNERATION REPORT

The Trust does not have a remuneration comniittee,

THE TRUST'S POLICY ON DIRECTORS’ REMUNERATION

There are no service contracts in respect of any Director. There are therefore no share options, long term investment schemes, pension,
or profii related pay arrangements with any of the Directors. In the light of this and the modest nature of Directors’ remuneration the
Board considers that it currently is not necessary to have a remuncration policy.

3 Year Cumulative performance Graph is on Page 8A

DIRECTORS EMOLUMENTS (AUDITED)

5. H. J.A. Knott E.M. Allen B. A, Beverley D. M. Bramwell S, 1. B. Knott
Emoluments and Compensation
Salary and fees 10,000 4,000 4,000 9.400 100000
Bonus - - - - 10.000
Ex gratia - - - - -
Non-cash benefits - - - - -
Total 2005 10,000 4,000 4,000 9,400 110,000
Total 2004 10,000 4,000 4,000 9,400 102.500

Share Options - - - - -
Long term incentive schemes - - - - _
Excess retirement benefits of past

and current Directors - - - - -
Compensation of past Directors - - - - —
Sums paid to third parties in respect

of Directors’ services - - - - -

S. H. J. A Knott, Director

S. J. B. Knott, Directar g 4 @ % S A I A N A w

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Company law requires the Directors to prepare Accounts for each financial year which give a true and fair view of the state of aftairs

of the Campany and the Group and of the profit or loss of the Group for that period. In preparing those Accounts the Directors are

required to:

+ select suitable accounting policies and then apply them consistently:

¢ make judgements and estimates that are reasonable and prudent:

+  state whether applicable accounting standards have been followed. subject to any material departures disclosed and explained in

the Accounts;

+  prepare the Accounts on the going concern basis unless 1 s inappropriate to presume that the Company will continue in business.

The Directors are responsible for maintaining proper accounting records which disclose with reasonable accurncy at any tinwe the
¢ the Accounts comply with the Companies Ao They ar

tfinancial position oi the Company and to enable them 1o ensure th
ding e assels of the Company and ihwe Group and henee for taking reasonable steps for the proves
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detection of faud Ll o
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RIGHTS AND ISSUES INVESTIAENT TRUST PURLIC LIMITED COMPANY

THE DIRECTORS' REMUNERATION REPORT

The Trust does not have a remuneration committee.

THE TRUST'S POLICY ON DIRECTORS’ REMUNERATION

There are no service contracts in respect of any Director. There are therefore no share options, long term investment schemes, pension,
or profit related pay arrangements with any of the Directors. In the light of this and the modest nature of Directors’ remuneration the
Beard considers thai it currently is not necessary to have a remuneration policy.

5 Year Cumulative performance Graph is on Page 8A

DIRECTORS' EMOLUMENTS (AUDITED)

S.H.J, A, Knott P. M. Allen B. A. Beverley . M. Bramwell 5. J. B. Knott
Emoluments and Compensation
Salary and Tees 10,000 4000 4,000 9400 [00.000
Bonus - - - - 10,000
Ex gratia - - - - -
Non-cash benefits - - - - -
Total 2005 10,600 4,000 4,009 9,400 110,060
Total 2004 10,000 4000 4,000 9400 102 500

Share Options - - - - -
Long term incentive schemes - - - - -
Excess vetirement benefits of past

and current Directors - - - - -
Compensation of past Directors ~ - - - —
Sums paid to third parties in respect

of Directors’ services . _ - M— \ - - -
S. H. J. A Knott, Ditector S H. T A
S. J. B. Knott, Director g ? @ (_/%

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

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

+ sclect suitable accounting policies and then apply them consistently:

+  make judgements and estimates that are reasonable and pradent:

+  state whether applicable accounting standards have been followed. subject to any material departures disclosed and explained in
the Accounts;

+  prepare the Accounts on the going concern basis unless it is inappropriate to presume that the Company will continue in business.

The Directors are responsible for maintaining proper accounting records which disclose with reasonable accuracy at any time the

tinancial position of the Company and te enable them to ensure that the Accounis comply with the Companies Act. They are also

responsible for safeguarding the assets of the Company and the Group and hence for taking reasenable steps for the prevention and

detection of fraud and other irregularities.

In determining how amounts are presented within items in the income statement and balance sheet, the directors must have regard to

the substance of the reported transaction or arrangement, in accordance with generally accepted accounting principles or practice.

8
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RIGHTS AND [S5UES INVISTMENT TRUST PUSLIC LIMITED COMPANY

INDEPENDENT AUDITORS’ REPORT

To the Sharcholders of Rights and Issucs Invesnoent Trust PLC

We have audited the group and parent company financial starements (the ‘financial statements') of Rights and Issues Investment Trust
Pic for the year ended 31st December, 2005 which comprise Group Income Sratement, the Group and Parent Company Balance
Sheets, the Group and Parent Company Cash Flow Statements, the Group and Parent Company Statement of Changes in Sharcholders’
Equity and the related notes. These tinancial statements have been prepared under the accounting policies set out therein. We have also
audited the information in the Directors’ Remuneration Report that is described as having been audited.

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 International Financial Reporting Standards (IFRSs) as adopted for use in the European Union
are set out in the Statement of Directors’ Responsibilitics.

Our responsibility is to audit the financial statements and the part of the Directors” Remuneration Repert to be audited in accordance
with refevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial statements and
the part of the Directors’ Remuncration Report 1o be audited have been properly prepared in accordance with the Companies Act 1985
and Article 4 of the 1AS Reguiation. 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, i we have not recetved all the information and explanations
we require for our audit, or if information specified by law regarding directors” remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the company's compliance with the nine provisions of the 2003 FRC
Combined Code specified for our review by the Listing Rules of the Finuncial Serviees Authority, and we report if it does not. We are
not required to consider whether the board’s statements on internal countral caver all risks and controls, or form an apinion on the
elfectiveness of the group's ¢orporate governance procedures or its risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited financial statements.
The other information comprises only the Directors’ Report, the unandited part of the Dircctors’ Remuneration Report, the Chairman’s
Staterment and the Corporate Governance Stateient. We consider the implications for our report if we become aware of any apparent
misstaterments or material inconsistencics with the financial statements. Our respensibilities do not extend 1o any other information.

BASIS OF AUDIY OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices
Rourd. An sudit includes an exumination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements and the part of the Directors’ Remuneration Report 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 whether the accounting policies are
appropriate o the group’s and company’s circumstances., consistently applied and adequately disclosed,

We planned and performed our audit so as to obtain all the information and explanations whick we considered necessary in order to
provide us with sufficient evidence to give reasconable assurance that the financial statements and the part of the Directors’
Remurneration Report to be audited are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinien we also evaluated the overall adequacy of the presentation of information in the financial statements and the part
of the Directors’ Remuneration Report (o be audited,

OPINION

In eur opinion:

* the group [inancial statements give a true and fair view. in accordance with IFRSs as adopted for use in the European Union, of

the state of the group’s affairs as at 3Ist December, 2005 and of its profit for the year then ended:

* the parent company financial statements give a true and fair view, in accordance with IFRSs as adopted for use in the European
Union as applied in accordance with the provisions of the Companies Act 1985, of the state of the parent company’s affairs as at
31st December, 2005; and

+ 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 and Article 4 of the IAS Regulation,

As explained in Note | to the group financial statements, the group in additon to complying with its legal obligation 1o coroply with
[FRSs as adopted for use in the European Union, has also complied with the TFRSs as issued by the Intcrnational Accounting
Standards Board.

I1r our opinion the group financial statements give a true and fair view, in accordance with [FRSs, of the state of the group’s affairs as
at 31st December, 2005 and of its profit for the year then ended, T

HOPE AGAR \1*9[\.1 W 25 City Road

Registered auditors London
13th February, 2006 ECTY 1AR




RIGHTS AND 15SUES INVESTMENT TRUST PUEBLIC LIMITED COMPANY

CONSOLIDATED INCOME STATEMENT

for the year ended 215t December, 2005

Investment income
Other operating income

Total income
Gains/{Losses) on fair value
through profit or Joss assets

Expenses
Investment management fee
Other expenses

Profit before tax

Tax

Profit for the period

Earnings per share

Return per income share {p}
Return per capital share {p)

Notes

10

-1 =3

Year ended 31st December, 2005

Year ended 315t December, 2004
{ax restated}

Revenue Capital Total Revenue Capital Total
£ £ £ £ £ £
1,891,490 - 1,891,490 1.710,150 - 1,716.150
859,838 - 859,838 611944 - 611,944
2,751,328 - 2,751,328 1322094 - 2322094
125,070 8,408,773 8,533,843 121,359 8,174,631 8.295.994
2,876,398 8,408,773 11,2857 2,443 453 8,174 631 10618084
473,730 - 473,730 456,082 - 456082
2,402,668 8,408,773 10,811,441 1.987.371 8,174,631 16,162,002
139,964 - 139.964 73,740 - 73.740
2,262,704 8,408,773 10,671,477 1.913.631 8.174.631 13088.262
52.4p 85.5p 137.9p 432p 83.1p 126.3p
58.7p 384.6p 443.3p 51.3p 3731.8p 423.1p

The total column of this stalement represents the Group’s [ncome Statement, prepared in accordance with [FRS. The supplementary

revenue retwm and capital return columns are both prepared under guidance published by the Association of Investment Trust

Companics. All items in the above statement derive from continuing operations.

All income is attributable to the equity holders of the parent company. There are no minerity interests,




RIGHTS AND ISSUES INVESTHRIENT TRUST PUBLIC LIMITED COMPANY

CONSOLIDATED BALANCE SHEET

as at 31st December, 2005

Company Group
Notes 2005 2004 2005 2004
(as restated) {ax restated)
£ £ £ L
Non-current assets

Goodwill 8 - - 65,191 65,191

Investments — Fair value through
profit or loss 10 60,367,907 49877937 59,936,435 49446465

60,367,907 49877 937 60,001,626 49511056

Current assets

Trading investments - - 514,272 212.284
Trade and other reccivables 14 128,377 138442 572,544 356.282
Current tax receivable - 31,765 - -
Amounts due from group undertakings 555,759 143 987 - -
Cash and cash equivalents 5,809,768  7.596.905 6,647,686  §.141900

6,493,904 7.911.099 7,734,502 87104606

Total assets 66,861,811 57789036 67,736,128 58222,122
Current liahilities
Trade and other payables 15 23,987 16418 878.416 222261
Current tax payable - - 140,984 71.580
23,987 16418 1,019,400 293841
Total assets less current liabilities 66,837,824 577720618 66,716,728 57928281
Net assets 66,837,824 57772618 66,716,728 57928281
Equity
Called up share capital 16 1,225,000 1,225.000 1,225,000 1225000
Share premium account 17 225,326 225,326 225,326 225,326
Retained reserves:
Capital reserve 17 39,534,068 33,665.25] 39,534,068 33.663251
Revaluation reserve 17 23,624,240 21084284 23,624,240 21084234
Dividend cqualisation rescrve 17 2,229,190  1.572.757 2,108,094  1,728.420
Total equity 66,837,824 57772618 686,716,728 57928.28]

Net asset value per share
Income shares 751.8p 651.5p
Capital shares 2,928.1p 2,542 8p

The financial statements were approved by the board and authorised for issue on 13th February 2006. They were signed on ils behalf by:

~ 7__.'_ d
S. H. J. A Knott, Director b - H ' . \A—jxj

S. ). B. Knott, Director g é @ : 2’



RIGHTS AND (SSUES INVESTMENT TRUST PUBLIC LIMITED COMPANY
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 315t December, 2005
Share Dividend
Share premium Capital Revaluation equalisation
capital account reserve reserve raserve Total
£ £ £ £ £ £

Balance at 31st December, 2003
- as originally stated 1225000 225326 29501228 17678956 913.890 49544400
- changes in accounting policies relating

to first time applications of 1IFRS - - - (605.2800 612,340 7,260
- as restated 1,225000 225326 29,501,228 17.073,676 1,526,430 49,551,660
Changes in equity for 2004
Profit for the period - - 4,164,023 4 010,608 1913631 10,088,262
Total recognised income and expenses — - 4,164,023 4,010,608 1,913,631 10.088.262
Dividends - - - - {1.711.041) {1.711.641)
Balance at 31st December, 2004 12250060 225326 33665251 210847284 1,728 420 57928231
Protit for the period - - 5,868,817 2539956 2262704 10,671 477
Total recognised income and expettses - - 5868817 2539956 2,262,704 10,671477
Dividends - . - - {1,883,030y  {1,883,030)
Balance at 31st December, 2005 1,225 630 225326 39534068 23624240 2,108,094 66,716.728

COMPANY STATEMENT OF CHANGES IN EQUITY

for the year ended 31st December, 2003

Share Dividend
Share premium Capital Revaluation equalisation
capital account reserve reserve reserve Total
£ £ £ £ £ £
Balance at 31st December, 2003
- as originally stated 1.225,000 225326 29501228 17678936 1,034 986 49.665 496
- changes in accounting policies relating
to first time applications of IFRS - - - (645 280) 394284 (210.996)
— as restated 1,225 000 225326 29501228 17073676 1429270 49 454,500
Changes in equity for 2004
Profit for the period - - 4,164,023 4,010,608 1,855,128 [0,029,759
Total recognised income and expenses - - 4,164,023 4.010,608 1,855,128 10,029.759
Dividends - - - - (1,711,641} (1,711,641)
Balance at 31st December, 2004 1225000 225326 33665251 21084 284 1,572,157 57772618
Changes in equity for 2005
Profit for the period — — 5,868,817 2,539.956 2,539 463 10,948,236
Total recognised income and expenses - - 5868817 2,539.956 2539463 10.948.230
Dividends - - - - {1,883.030) ( 1.883.030
Balance at 31st December, 2005 1,225,000 225326 39534068  23,624.240 2,229.190 66 837,824
12
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CASH FLOW STATEMENT

for the yeur eaded 315t December, 2005

Cashflows from operating activities
Profit before tax

Adjustments for:
Gains/(losses) on investments
Operaling cash lows befare movements
in working capital
Decrease/(increase) in receivables
Increase/(decrease) in payables
Net cash from operating activities before income taxes
Income taxes paid
Net cash from operating activities

Cash flows from financing activities
Dividends paid

Net cash {used in)/from financing activities

Net increase/{decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

13

RIGHTS AKD ISSUES INVESTMEMT TRUST

PUBLIC LIMITED TOMPANY

Company Group

2005 2004 2005 2004

£ £ £ £
(as restated) {as restated)

10,847,216 10001,174 10,811,441 10,162 002
{10,489,970) (2.541.280) (10,791,958} (2.300.692)
457,246 7,459,894 19,483 7861310
(368,922} 278.625 (216,262) (72,297
7,569 (2,730} 656,155 74578
95,893 7.735.789 459,376 7.863.591
- — {70,560) (3.180)

95,893 7,735,789 388,816 7.860411
(1.883,030) (1,711,641) (1.883,030) (l,711.641)
(1,883,030) (1.711.641; {1.883,030} (1711641}
(1,787,137} 6,024,148  {1,494,214) 6,148.770
7,596,905 1,572,757 8,141,900 1993130
5,809,768 7.596,905 6,647,686 8.141,900




RIGHTS AND ISSUES INVESTMENT TRUST PURLIC LIMITED COMPANY

NOTES TO THE ACCOUNTS

for the year ended 315t December, 2005

ACCOUNTING POLICIES

Busis of Acconniing

The financial statements of the group have been prepared in accordance with the Tnternational Financial Reporting Standards (TFRS),
which comprise standards and interpretations approved by the International Accounting Standards Board (TASB), and International
Accounting Standards and Standing Interpretations Comumittee interpretations approved by the International Accounting Standards
Commirtee (IASC) that remain in effect, and to the extent that they have been adopted by the Eurcpean Union. The disclosures
requived by TFRS 1 First-time Adoption of Internarionad Financial Reporting Srandards JFRS 1) concerning the transition from UK
GAAP to [FRSs are given in note 22.

The financial statements have been prepared on a historical cost basis, except for the revalvation of certain investments.
The principle accounting policies are set out below. Where presentational guidance set out in the Statement of Recommended Practice
(SORP) for investment trusts (AITC) in Junuary 2003 as revised in December 2003 is consistent with the requirements of IFRS, the
Directors have sought to prepare the financial stalements on a basis compliant with the recommendations ol
the SORP,

Basis of Consalidation

The Group accounts include the accounts of the Company and 21l its subsidiary undertakings drawn up to 31st December, each year,
from the cffective date of acquisition. No revenue account is presented for Rights and Issues Investment Trust PLC, as provided by
$230 of the Companics Act 1985.

Presentation of income statement

[n order Lo better reflect the activities of an investment trust company and in accordince with the guidance issued by the AITC,
supplementary information which analyses the income staternent between itens of a revenue and capital nature has been presenied
atongside the income statement. In accordance with the Company's status as a UK investment company under section 266 of the
Companies Act 1985, net capital returns may not be distributed by way of dividend. Additionally, the net revenue is the measure the
Directors believe appropriate in assessing the group’s compliance with the certain requirements set out in Section 842 Income and
Corporation Taxes Act 1988,

Income
Dividend income is in¢luded in the accounts on the ex-dividend date. All other income is included on an accruals basis.

Expenses
All expenses are accounted for on an accruals basis, Expenses are charged through the revenue account except as follows:

+ expenses which are incidental (o the acquisition of an investment are included within the cost of the investment.

¢ expenses which are incidental to the disposal of an investment are deducted from the disposal proceeds of the investment.

Taxation

The charge for taxation is based on the net revenue for the year. Deferred taxation is recognised in respect of all timing ditferences
that have originated but not reversed at the balance sheet date. Investment trusts which have approval under Scction 842 Income and
Corporation Taxes Act 1988 are not liuble for taxarion on capital gains.

Irvestmoents

[nvestmenls are classified as fair value through profit or loss. As the entity’s business is investing in financial assets with a view 0
profiting from their total return in the form of interest, dividends or increases in fair value, listed equities are designated as fair value
through profit or loss on initial recognition.

Financial assets designated as at fair value through profit or loss are measured at subsequent reporting dates at fair value, which is the
bid price. Where investments are designated upon initial recognition as fair value through profit or loss. gains and losses arising from
changes in fair value are included in net profit or loss for the period as a capital item.

Trading investments are vilued at fair value.
Unlisted investments are valued by the Directors applying the principles recontmended by the British Venture Capital Association.
Goodwill

Goodwill represents the excess of cost of acquisition over the fair value of the seperable net assets of business acquired. Goodwill is
not amortised but an annual impairment review is carried out.




INCOME

Incoime from investments
Franked investment income

UK unfranked investment income
Scrip dividends

Other

Other operating income
Deposit interest
Underwriting commission
Stock lending fees

Other

Total income

Total income comprises:
Dividends

Interest

Other income

Income from investments
Listed UK
Unlisted

OTHER EXPENSES

Staff costs (note 4)
Auditors remuneration

- Audit

— Other services to the company and its subsidiarics
Other

STAFF COSTS

Wages and salaries
Social security costs
Pensions

The average number of staff employed by the group was

Directors’ emoluments (see page 8):
Fees and salaries
Ex Gratia payments

RIGHTS AND ISSUES IMVESTMENT TRUST PURLIC LIMITFD CORMPANY

Group
2005 2004
£ t
1,891,450 1,710,150
1,891,490 1,710,150
336,246 210,190
523,592 401.754
859,838 611944
2,751,328 2322094
1,891,490  1.710,150
336,246 210,190
523,592 4(1.754
2,751,328 2322094
1,815,022 1.621015
76,468 89.135
1,891,490 1.710,150
2005 2004
£ £
288,826 283.547
14,200 11.950
5,850 2850
164,854 157,735
473,730 456 082
2005 204
£ {
254,663 250,666
25,463 25,381
8,700 750
288,825 283547
Number Numbyr
3 3
£ £
137,400 [32.150
- 7000
137,400 139.150




RIGHTS AND iSSULS INVESTRENT TRUST PUBLIC LIMITED COMPANY

NOTES TO THE ACCOUNTS continued

for the yewr ended 3151 December. 2005

TAX ON ORDINARY ACTIVITIES

UK Corporation Tax at 30% (2004: 30%)
Adjustments to prior years

Profit before tax

Tax on profit at standard rate

Factors affecting the recovery/charge for the year:
Expenses not laxed
Income not taxable
Adjustment 1o prior year

Unutilised losses carried forward

Marginal relief

Losses ulilised in period

DIVIDENDS AND OTHER APPROPRIATIONS

Amounts recegnised as distributions to equity holders in the period:

2005 2004
P P
Income
Final dividend for the year ended 31st December, 2004 25.00 23795
Interim dividend for the year ended 31st December, 2003 12.50 11.50
Capital
Final dividend for the year exded 3{st December, 2004 1.8250 17250
Supp cap dividend for the yeur ended 31st December, 2005 56.0732 490976
Dividends on non-cquity shares:
Cumulative preference 5.5% 5.5%

2005 2004

£ £

140,984 70.560
(1,020) 3,180
139,964 73740

2,402,668 1987371

720,800 596211
(567,447}  (513.045)
{1,020 3,180
(7,054)  (12.600)
(5,315) -
139,964 73,740
2005 4

£ £

615,000 584250
307,500 282900
29,930 28,290
919,600 805201
1,872,030 1700641
11,000 11.000

The Articles provide for a Supplementary Dividend to Capital Shareholders to be paid not only in respect of future potential Preference
Share issues which are not made. but alse the 19.680,000 Preference Shares which could have been issued following the increases in

the Capital Reserve revealed by the accounts since 1981,

2005 2004
P p
Ihcome
Proposed final dividend for the year ended 31st December, 20035 28.00 2500
Capital
Proposed dividend for the year ended 31st December. 2003 2.025 1.8250

2005

688,800

33,210

2004
£

615.000

25930

The proposed finai dividend is subject to approval by shareholders at the Annual Generul Meeting and has not been included as u

liability in these financial staternents.




RIGHTS AND ISSUES INVESTMINT TRUST PUBLIC LEMITED COMPANY

DIVIDENDS AND OTHER APPROPRIATIONS (confinuee)

We also set out below the total dividend payable in respect of the financial year, which is the basis on which the requirements of

Section 842 Income and Corporation Taxes Act 1988 are considered.

2005 2004 2005 2004
P p £ £
Income
[nterim dividend for the year ended 31st December, 2005 12,50 11.50 307,500 282900
Proposed final dividend for the year ended 3 [st Deceniber, 2005 28.00 2500 688,800 615000
40.50 36.50
Capital
Supp cap dividend for the year ended 31st December, 2005 56.0732 490976 919,600 805.201
Proposed final dividend for the year ended 31st December, 2005 2,025 1.8250 33.210 29.930
58.0982 509226 1,949,110 1.733031
Dividends on nen-equity shares:
Cumulative preference 5.5% 5.5% 11,000 11,000
RETURN PER SHARE
2005 2004
Income Capital Total income Capital Total
£ £ £ £ L £
Return atiributable to equity shareholders:
Revenue return 1,289,132 962,572 2,251,704 1,062,029 340,602 1.902.631
Capital return 2,102,193 6,306,580 8,408,773 2043658 6,130973  8.174,631
3,391,325 7,269,152 10,660,477 3,105,687 6971,573 10077262
] [ p p
Revenue return 52.4 58.7 432 51.3
Capital return 85.5 384.6 83.1 3738
137.9 443.3 126.3 425.1
GOODWILL
2005 2004
Cost £ £
At beginning and end of the year 65,191 65,191
Impairment losses
At beginning end of year - -
Net Book Value
At 31st December. 2005 65,191 65,191
At 31st December, 2004 65,191 65.191




RIGHTS AND 1S3ULS INVESTRENT FRUST PUSLIC LIMITED COMPANY

NOTES TO THE ACCOUNTS continued

for the year ended 31st December, 2005

INVESTMENTS

Analysis of the investments

The number of compunies or institutions in which equities, convertibles or fixed interest securities were held wag 48 (2004: 413,

EQUITY GROUPS

Basic Materials
Chemicals

Industries

Construction & Materials
General Industrials
Electronic & Elec Equip
Industrial Engineering
Industrial Fransportation
Support Services
Consumer Goods

Household Goods

Health Care
Health Care Equipment & Servs
CONSUMER SERVICES

Technology
Software & Computer Services
Technology Hardware & Equipment

Financials
Banks

Reul Estate
FIXED INTEREST

Preference
Other

AIM
UNQUOTED

Total UK

2005

£ %
4,379,875 .31
4,516,750 7.54
1,696,500 2.83
588,095 0.98
6,063,525 10.12
420,555 0.70
22,131,382 36.92
1,575,000 2.63
1,562,808 2.61
2,124,000 3.54
1,147,500 1.91
8,355,159 13.94
1,040,874 1.74
620,000 1.03
3,189,412 5.32
525,000 0.88
59,936,435 100




LR

10.

11.

INVESTMERNTS ~ FAIR VALUE THROUGH PROFIT OR LOSS

Investmenls listed on a recognised investment exchange

Total listed investments

Unlisted investments

Subsidiary undertakings (note 12)
Other investments

Group:

Opening book cost

Opening unrealised appreciation

Opening provision against impairments in valueg

Opening valuation

Movements in the year
From Listed (o Unlisted
Purchases at cost
Sales — procceds
— realised gains on sales
Permanent impairment in value of investments
Increase in unrealised appreciation

Closing valuation
Closing book cost

Closing unrealised appreciation
Closing provision against impairments in valoe

Realised gains/(losses) on sales
Increase/{decrcase) in unrealised appreciation

Gains/(losses) on investments

UNQUOTED INVESTMENTS

During the year, ransactions in unguoted investiments were:

Investment
Yorkshire Colours

RIGHTE AND I1SSUES INVESTMEMNT TRUST PUSLIC LIMITED COMPANY

During the vear, the company revalued the following investments to a material extent:

Investment
Safe Computing plc
Yorkshire Colours

Cormpany Group

2005 2004 2005 K

£ ¥ £ £
56,222,023 46403979 56,222,023 46405979
3,714,412 3040486 3,714,412 3040 486
431,472 431 472 - -
60,367,207 49877937 59,936,435 49440465
Listed Unlisted Total

24541764 4,140,419 28682183

21 864215 (779,931) 210842584

- 320,002 320002

46405979 3,040,886 49446465

11451675 482,500 11934.175

9,852,978 - 9.852.978

6,351,315 - 6351315
- {482,498} (482 498)

1.866,032 673,924 2.539.956

56,222,023 3,714,412 59936435
32491776 4,622,919  37.114.695
23,730,247 {106,007) 23,624.240

- 802,500 802.500

56,222023 3,714,412 59936435

6,351.315 {482,498) 5868817

1,866,032 673,924 2,539 956

8.217.347 191,426 8408773

Carrying
value at Disposal

Cost 3112/05 Proceeds Gain

£ £ £ 3

482,500 - - _

Carrying Carrying

value at value at Amount of

Cost 3112105 3112/04 revaluation

£ £ £ £

60,600 525,000 60,600 464 400
482 500 - - {482,500




12.

13.

14.

RiGHTS AND ISSULS INVESTMENT TRUST PUEBLIC LIMITED COMPANY

NOTES TO THE ACCOUNTS continued

for the year ended 3 [t December, 2005

SUBSIDIARY UNDERTAKINGS

The Company had investments in the following subsidiary undertakings:

Country of

Principal incorporation

Name activity and operation

Rights Securities Lud. Investment dealing England
Discretionary Unit ¥und Fund management and

Managers td. secretarial services England

SIGNIFICANT INTERESTS

Description of
shares held

Ordinary

Ordinary

Proportion of
nominal value of
issued shares and
voting rights held

100%

10G%

The Company or Group has a helding of 3% or more that is material in the context of the financial statements in the (ollowing

investments:
Name
Celsis International 4.3%
Chamberlin & Hill 13.6%
Colefax Group 12.3%
Elece Holdings 6.3%
Honeycombe 57%
Howle Holdings 4.7%
Intelek 9.9%
Litho Supplies 18.0%
LPA Industries 3.9%
Thorpe F.W. 4.2%
Titon Holdings 12.0%
Trealt 3.5%
UCM Group 16.4%
TRADE AND OTHER RECEIVABLES
Company Group
2005 2004 2005 2004
£ £ £ £
Amounts due from brokers - - - -
Trade receivables - - - -
Prepayments and acerued income 128,377 138,442 146,343 356.282
Other debtors - - 426,201 -
128,377 138 442 572,544 356,282

20




15.

16.

17.

TRADE AND OTHER PAYABLES

Bank overdraft
Amounts due to brokers
Trade payables
Accruals

SHARE CAPITAL

Authorisad

200000 5.5% (Net) Cumulative Preference Shares of £1 each
2,400,000 Capital Shares of 23p each

3,600,000 Income Shares of 25p each

Allotted, Called Up and Fully Paid

200,000 5.5% (Net) Cumslative Preference Shares of £1 each
1,640,000 Capital Shares of 25p each

2460000 Income Shares of 25p each

RESERVES

Group

Beginning of year

Net gain/{loss) on realisation of investments
Permanent impairments in value of investments
Increase/{decrease) in unrealised appreciation
Retained nct revenue for the year

End of year

Company

Beginning of year

Net gain/(less) on realisation of investments
Permanent impairments in value of investments
Increase/(decrease) in unrealised appreciation
Retained net revenue for the year

End of year

RIGHTS AND IS5UES INVESTMENT TRUST PUSLIC LIMITED COMPANY

Company Group

2005 2004 2005 2004

£ £ £ £

- - 787,077 -
23,987 16418 91,339 222.261
23,987 16418 878,416 222261
2005 2004

£ L

200,000 200,000

600,000 600.000

900,000 S00.000

1,700,000 1.700.000

200,000 200000

410,000 410,000

615,000 615,000

1,225,000 1.225 004

Share Capital Revaluation Dividend
premium reserve- reserve-  equalisation
account realised unrealised reserve
£ £ £ £
225326 33.66525] 21084284 1.728 420
- 6,351315 - -

- (482498} - -

- - 2539956 -

- - - 379674
225320 39534068 23624240 2108094
225326 33.66525! 21084284 1572957
- 6351315 - -

—  (482.49%) - -

- - 2,539956 -

- - 656,433
225326 39,534,068 23624240 2,229.190

The net profit for the period includes £10,948 236 (2004: £10.029,759) which has been dealt with in the Accounts of the Company.
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19.

20.

AIGHTS AND iSSUES INVESTRENT TRUST PUBLIC tIMITER COMPANY

NOTES TO THE ACCOUNTS continued

for the year ended 31st December, 2005

NET ASSET VALUE PER SHARE

The net asset value per share and the net asser values attributable to each class of share calculated in accordance with the Articles of
Association were as Tollows:

Net asset value Net asset value

Per share attributable attributable

2005 2004 2005 2004

p P £ £

Preference shares 100 100 200,000 200000
Income shares 751.8 651.5 18,495,445 16026620
Capital shares 2,928.1 25428 48,021,283 41,701.661

66,716,728 57.928.28]

The movements during the year attributable to each classcs were as follows:

Preference Income Capital
shares shares shares Total
Total net assets attributable at beginning of year 200,000 16,026,620 41,701,661 57928281
Total recognised gains/(losses) for the year — 2,102,193 4,306,580 3.408.773
Transfer to reserves - 366,632 13,042 379 674
Total new assels attributable at end of year 200,000 18493445 48021283 66,716,728
No of shares in issue 200,000 2460000 1,640,000

NOTES TO THE CASHFLOW STATEMENT

Cash and cash cquivalent comprises of cash at bank.

Purchases and sales of investments are considered 1o be operating activities of the company, given its purpose, rather than investing
activities. However. the cashflows associated with these activities are presented below:

Company Group

2005 2004 2005 2004

£ s £ £

Proceeds on disposal of fair value through profit or loss investments 9,852,978 6970,155 9,852,978  0.970.155
Purchases of fair value through profit or loss investments 11,934,175 1,336,804 11,934,175 1,336 804

RELATED PARTY TRANSACTIONS

Group
Transactions between the company and its subsidiaries. which are related parties have been eliminated on consolidation.

Company
During the year the company had the following transactions with Discretionary Unit Fund Managers, one of its subsidiary
undertakings:

2005 2004

£ £

Rent recharged 23,970 23970
Dividends received 633,942 218256

657912 242226

Amounts owed by subsidiary undertaking 575,759 167.191
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RIGHTS AND ISSUES INVESTMENT TRUST PURLIC HIMITED COMPANY

FINANCIAL INSTRUMENTS

The financial instruments of the Company and Group comprise:

- Equity shares. These are held in accordance with the Company’s investment objectives and policies,

- Bank loans for which the main purpose is te raise finance for the Company's operations.

- Short-term debtors, creditors and cash amounts arising directly from its operations.

As an investment trust, the Company invests in securities for the long-term. Accordingly it is, and has been, throughout the
year under revicw, the Company’s policy that ne short-term trading in investments or other financial instruments shall be
undertaken.

The main risks arising from the Company’s financial instruments is market price risk. The Board’s policy for managing these
risks is summarised below, These policies have remained unchanged since the beginning of the year to which these financial
slatements relate.

Market price risk

Market risk arises from uncertainty about future prices of financial instruments held. It represents the potential less the Company
might sufter through holding markel positions in the face of price movements.

The Board meets at least quarterly to consider the asset allocation of the portfolio in order to minimise the risk associated with industry
scctors. The fund manager has responsibility for monitoring the existing portfolio selected in accordance with the Company's
investment objectives and seeks (o ensure that individual stocks meet an acceptable risk-reward profile.

Interest rare risk profile of financial assets and financial liabilities

The majority of the Company’s financial assels are equity shares or other investments which neither pay inferest nor have a maturily
date,

Liubilities

There were no long-term Labilities at the year end.

Fair vafue of finuncial instruments

Financial assets and liabilities are included in the balance sheet at values which represent fair values without exception.

[2%]
(=
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RIGHTS AND iSSUES INVESTMENT TRUST PUBLIC LIMITED COMPANY

NOTES TO THE ACCOUNTS continued

for the year ended 315t December. 2005

EXPLANATION OF TRANSITION TO IFRS

This is the first year that the Group has presented its financial statements under IFRS. The following disclosures are required in
the of transitien. The last financial statements under UK GAAP were for the year ended 31st December. 2004 and the date ol the
transition to 1FRS was therefore 1st January. 2004

Group
Reconciliation of equity at 1st January, 2004
Effect of
transition
Notes UK GAAP to IRFSs {FRSs
Non current assets
Goodwill a 65,191 63,191
Investments b 47510465 (605,280} 46 905,185
47575656 (605,280  46970,376
Current assets
Trading investments 283.985 - 283085
Trade and other reccivables 452872 - 452,872
Cash and cash equivalents 1593130 - 1,993,130
TI2YYET 2719987
Total assets 50,305,643 1605 280} 49,700.363
Current liabilities
Trade and other payables ¢ 60,223 612,340} 147 683
Careent tax payable 1020 - 1,020
761,243 (612,540) 148,703
Total assets less current liabilities 49,544 400 7.260 49,551 660
Net assets 49,544 400 7,260 49,551 660
Effect of
transition
Notes UK GAAP to IRFSs IFRSs
Equity attributable to equity holders
Called up share capital 1,225,000 1225000
Share premiumn account 225326 225326
Retained reserves:
Capital rescrve 29.501.228 29,501 228
Revaluation reserve 17,678 956 (605,280) 17073676
Dividend equalisution reserve d 913.890 612,540 1526430
49,544 400 7,260 49,551 660
Reconciliation of equity at 31st December, 2004
Non current assets
Goodwill a 55876 9,315 63,101
Investments b 50,150.266 (703.801) 46446463
50,206,142 (694 4806) 49,511,650
Current assets
Trading invesunents 212284 - 212284
Trade and other receivables 356282 - 356,282
Cash and cash equivalens §.141.800 - §,141.900
8710466 - §.710.466
Total assets 58416608 (644 346} 58222122
Current liabilities
Trade and other payables ¢ RG7.191 {644 930) 222261
Currenr tax payable 71580 - 71,580
938,771 (644 .930) 293341
Total assets less current liabilities 37977837 {49,556) 57,928,281
Net assets 37977837 (49.550) 57,928,281
Equity attributable to equity holders
Caulled up share capital 1,225,000 - 1,225 000
Share premium account 225326 - 225326
Retained reserves:
Capital reserve 33.665251 - 33.665 251
Revaluation reserve b 21,788 085 (F03%01) 21 084,284
Dividend equalisation reserve d 1074.175 654245 §728420
57,977 837 (49,556} 57928281
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RiGHTS AND ISSUES INVESTMENT TRUST PUBLIC LIMITED COMPANY

EXPLANATION OF TRANSITION TO IFRS {conrinued)
Notes to the reconciliation of equity
(a) Goodwill
Previously, goodwill was amortised over twenty years. Under IFRSs purchase goodwill is not amortised but an annual impairment
review is carried out. Accordingly goodwill has been restated to its carrying values as at 1st January, 2004. This has resulted in an
increase to the dividend equalisation reserve of £9,3(5 on an annual basis.
(h) tnvestments
Listed investments were previously stated at middle market value. In accordance with IAS 39 thesc investments are now stated at bid
price. The effect of this has been to reduce the revaluation reserve by £703,801 ar 31st December, 2004,
{c} Trade and ather payables
The fall in trade and other payables is due to the fact that under IFRSs proposed dividends should only be accrued for to the extent
that there is a contractusl obligation to pay theny at the balance sheet date. This has led to the final proposed dividend to both income
and capital shareholders not to be recognised in the December 2004 Accounts but in the following year's interim accounts.
{el) Dividend equalisation veserve
The effect on the above on the dividend equalisation reserve is as {ollows:
1st Jan 2004 3t Dec 2004
Dividends payable 612.540 644 930
Goodwill amortisation - %315
612,540 6:54,245
Reconciliation of profit for 31st December, 2004
Effect of
transition
Notes UK GAAP to IFRSs IFRSS
Investment income 1.710.150 - 1.710.150
Other operating income 611,944 - 611944
Total income 2322094 - 23220%4
Gains/{Losses) on fair value through profit or loss assets b 8,394,511 (98,521)  8.295990

10,716.603 (98.521) 10618084

Expenses 4 465397 9315 456,082
Profit before tax 10.251.208 (89,206} 10.162.002
Tax 73,740 - 73740

Profit for the pericd 13,177 468 (89.,206) 10,088,262

[
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RiGHTS AND iSSUES INVESTHENT TRUST PUBLIC LIMITED COMPANY

NOTES TO THE ACCOUNTS continued

for the year ended 315t December, 2003

EXPLANATION OF TRANSITION TO IFRS (coniinued)

Company
Reconciliation of equity at 1st January, 2004

Nan current assets
Goodwill
Investments

Current assets

Trading investments

Trade and other receivables

Amounts duc {rom group undertakings
Cash and cash equivalents

Total assets

Current liabilities
Trade and other payables
Current tax payable

Total assets less current liabilities
Net assets

Equity attributable to equity holders

Called up share capital

Share premium account

Retained reserves:
Capual reserve
Revaluation reserve
Dividend equalisation resceve

Reconciliation of equity at 31st December. 2004

Non current assets
Goodwill
Investments

Current assets

Truding investinents

Trade and other receivables

Amounts due from group undertakings
Cash and cash equivalents

Total assets

Current liakilities
Trade and other payables
Current 1ax payable

Total assets less current liabilities

Net assets

Equity attributable to equity holders
Called up share capital

Share premium acceunt

Relained reserves:

Capital reserve

Revaluation reserve

Dividend equalisation reserve
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Notes

Nutes

Noles

(=5

Effect of

transition
UK GAAP to IFRSs IFRSs
47.941.937 (605 280 47.336.657
47.941 937 (605.280) 47336657
412,204 (218,250) 193948
370,286 - 370,286
1,872,757 - 1,572,757
2355247 (218,256) 2,136,991
50,297,184 (823,536} 49,473 648
631,688 {612.540) 19,148
631,688 { 612,540} 19,143
49.665 4496 {210,996) 49,454 500
49,665 496 { 210.996) 49 454 500

Effect of

transition
UK GAAP to IFRSs IFRSs
1.225.000 - 1.225.000
225326 - 235326
29,501,228 - 29501228
17678950 (605,280} 17 073,676
1 034 986 394284 1429270
49 665 496 {210,996) 49454 500

Effact of

transition
UK GAAP to IFRSs IFRSs
50,58).738 {703,801) 19 877,937
50,581,738 (703,801 49877937
446,966 (276,59 170,207
143 987 - 143,987
7.596.905 - 7,596,903
8,187,858 (276.59) TH11,099
58,769,596 (280,360 §7,789.036
661348 {644 930) 16418
661348 (644 930) 16,418
58.108.248 (A35,630) 57712618

58.108.248

(335,630

57772618

1,225 000

1.225 000

225326 - 225326
33.665.251 - 33665251
21,788 085 (703,801) 21,084,284

1,204 586 368,171 1,572,757
58,108,248 (335,630) 1IN 618




Notes to the reconciliation of equity

{a) Investmernts

RIGHTS AND [SS5UES INVESTMENT YRUST PUBLIC LIMITED COMPANY

Listed investments were previoasly stated at imiddle market value. In accordance with TAS 39 these investments are row stated at bid
price, The effect of this has been 1o reduce the revaluation reserve by £703,801 at 31st December, 2004.

(b) Trade and other receivables

The fall in trade and other receivables is due to the year end proposed dividend reccivable from a subsidiary undertaking not being
allowed under [FRSs. TFRSs states that proposed dividends should only be accrued for to the extent that theve is a contractual

obligation to pay them at the balance sheet date.

(¢) Trade and other payables

The fall in trade and other payables is due to the fact that under IFRSs propoesed dividends should enly be accrued for to the extent
that there is & contractual obligation to pay them at the balance sheet date, This has led to the final proposed dividend to both income
and capital sharcholders nat to be recognised in the December 2004 Accounts but in the following year's interim accounts,

(d) Dividend equalisation reserve

The effect on the above on the dividend equalisation reserve is as follows:

Dividends payable
Dividends recervable

Adributable 10 equity holder of the parent

Reconciliation of profit for 31 December, 2004

Motes
Investment income
Other operating income b
Total income
Gainsf(Losses) on fair value through profit or loss assels a

Expenses
Profit before tax

Tax

Profit for the period
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1st Jan 2004 31st Dec 2004
612,540 644930
(218,256) (376,759}
364 284 368,171
Effect of
transition
UK GAAP to IFRSs IFRSs
1,705,280 - 1,705 280
460,699 (58,503) 402,196
2,165,979 (58,503) 2107476
8.273.152 (98521 8.174.631
10,439,131 {157,024y 10,282,107
280932 - 280,932
14,158,199 (157.024) 10001.175
{28,584} - (28.584)
10,186,783 (157.024) 10029.759




RIGHTS AND ISSUES INVESTMENT YRUST PUELIC LIMITED COMPANY

APPENDIX

Details of the principal investments are given below by market value

UK Investments
HBOS

White Young Green
RPS Group

Hill & Smith Holdings
VP

Litho Supplics
Colefax Group
Chamberlin & Hill
Dyson

LogicaCMG
Northern Rock
RPC Group

Eleco Holdings
Thorpe F.W.

Celsis Int’]

Titon Holdings
Spirax Sarce Eng
Domino Printing Sciences
Lloyds TSB Group
BSS Group

Holdings Market Value

2005 2004 2005 2004

£ 3

525,000 525,000 5,205,375 4449375
1,283,333 1,283.333 4,555,832 3728082
2,700,000 2,700,000 4,191,750 4.110.750
1,525,000 1,525,000 3,278,750 1,830,000
1,000,000 1.004,000 2,450,000 | 875000
3,860,000 3860000 2,238,800 |.852.800
2,100,000 2,100,000 2,195,550 1.785000
1,000,000 1,000,000 2,180,000 2045000
925,000 825000 2,173,750 3.135750
1,200,000 400,000 2,124,000 768 .000
200,000 - 1,885,000 -
600,000 - 1,696,500 —
3,075,000 3,075,000 1,691,250 937875
500,000 500,000 1,575,000 1787500
958,778 150,000 1,562,000 251.250
1,265,000 1,265,000 1,518,000 1,090,004
150,000 [50 000 1,320,000 971,250
500,000 500 000 1,285,000 (282500
259,177 259,177 1,264,784 1225259
400,000 400,000 1,260,000 957.500

Unless otherwise specified, the actual holdings are. in cach case, of ordinary shares or stock units and of the nominal value for which

listing has been granted.
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