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i INVESTMENT OBJECTIVE

“The objective of Ab erforth Swmaller
Compan’. ; Trust ple (“ASCo T} is to
achieve a not asset value total vetumm {with
gross di pidends reinvested) greater than on
the Extended Hoare Govett Smaller Companics
Index (excluding investiment frists)
(“Exct HGSC (Ea ITs)”) over the long tevil
by investing i @ diversified portfolio
of small UK gito ted compairies.”’
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ABERTPORTH SMALLER COMPANIES
TRUST plc
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M INVESTMENT RECORD

Reporting Period

1 Jamuary 199331 December 19493

ASCo T Total Return™

Ext HGSC (Ex I'Ts) Totad Returnt

+53.3%
+4£.6%

01.01.93 31.12.93
ASCaT Net Asser Value 122.8p 188.6p
Ext HIGSC (Ex ITs) Capital Only  1,129,27 1,547.09
ASCoT Ordinary Share Price 122.0p 185.0p
ASCoT Warrane Price 48.0p 89.0p

Historic Record

%a Chanpe
+5 )?.Ijﬂ"
+37.19%
+51.0%
“H'IJ 4';0

Toital Returns

ASCoT

Eunt FIGSC

NAV* (Ex ITs)t
SINCE INCEPTION:
0 Deaember 1990-31 December 1993 +122.0% +76.7%
SIX MONTH PERIODS:
1 July 199331 December 1993 +16.1% +13.7%
1 January 1993-30 Jung 1993 +36.3% +2:4.6%
FJuly 1992-31 December 1992 -4, 7% +1,0%
U Janaary 1992-30 June 1992 +7.3% +5.5%
1 July 1991-31 December 1991 +13 7’% +3.8%
1 January 199130 June 1991 +20,3% +14.0%

* Represents net asset value wich gross dividends reinvested
 Represents capital appreciatdon with gross dividends reinvested
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B CHAIRMAN'S STATEMENT

[ am. pleased to repore that Aberforth Smaller Companies Truse ple (“ASCoT™) performed well in
1993, Tlie net asset value per ardinary share rose from 1228p o 188.6p, an increase of 53.6%. This
cmmmwwﬁmmmNdeEmmﬂm%ﬁmm&wwdmﬂwm&mmmMMmiNmﬂmﬁghwmmmmmmﬂ

at 7170, In tatal et serms the respective figures are 58,3% for ASCoT and 41,6% for the Index.

ASCOT T hencfited in 1993 in capital terms from the gearing which has been utilised chroughour the
year, | mentioned in my last scatement thae 1993 would be the year in which the cost of ASCoT’s
borrowings would impinge most upou the Company s revenue, This proved to beche case. However, ]

am pleased to propose a matntained dividend of 4.6p for the year with a final dividend o 2.5p per share
payable on 4 March 1994,

The stockmarket returs for 1993 are worthy of note nor only because of their high absolute level,
particularly for small companies, but also for the relatively consistent manner in which these returns were
achieved. The Extended Foare Govett Stmaller Companies Index {excluding investiment trusts) rose for ten
out of the twelve months of 1993 and for eacli individual month until Seprember. This can be compared
with 1991 wihich alse saw a substantial aggregate return but contained individual months of sharp declinein
the market. A contributory factor to the steady upward momentun in 1993 was that che cconomic
background improved throughout the year, [nterest rates were ltde ¢hanged and inflation remained tow,
declining a5 the year went on. As the course of recovery in the domestic economy gained momentum and
became more visible, the greater domestic exposure of small companies, when compared with their larger
counterparts, encouraged their outperforniance.

ASCoT was formed in December 1990 and ever since then the general expectation has been that
ceononie growth in the UK would resume-—at some point. Recovery has been discounted by the
srockmarket at various rintes and there have also been numerous false dawns, Throughout this period your
Managers” value discipline has led the porsfolio to increase ot only its cyclieal bias bue also the proportion
invested in “smaller” stall companics. The portfolio has had a cyclical bias as it was considered that this
arca of the stockmarket presented the most attractive relative value, Value can be apparent in different
gnises at various times, Therefore the aggregace characreristics and nature of the porefolio will alter over

time as the value in the stockmarket migrates from cyelical comparnies to alternative opportunitics.

ApmﬂmmtmmumMothﬁdwpwﬁwmmwwﬁﬂmsthmummwnuManPw3fﬁwcumhwhon
evelical companies has led many compinies which could be characterised as having defensive qualities vo
undevperform to the extent that they are now beginming ro represent attraceive value.

Furthermore given that short term interest rates in the UK are relatively low and may well be
approaching their trongh for this cycle, ¢ artractions of what were higher yiclding equitics may have
;mmmYmmnﬂMymummwnLAmMmm@cMﬂmcwbﬂmmcmﬂmgmmmvﬂuﬁnhwmm.jmmnmmﬁm
which are capable of generating superior dividend groweh rather than those whose dividends may remain
stagnant but are priced by the stockmarket to givea high dividend yicld,

The portfolio is however likely to retain its as o the smatler companies within the small company
JppnwunﬁqﬁmHmfbrmnncthw:yma‘nnuxnﬁkkmﬁﬂuuyrmw@ﬂmmgﬂwsuﬁﬂconﬁnwcu>ﬁwdvnhmnmd:mmr
the portfolio structure to re
such high absolute returns it is only to b expected that there are opportunities to realise profits in those
gompanics which are fully valued and reinvest in companics where greater potential stochmarket returns

are possiblie.

flece their views as to where the bese potential is to be found. After a period of

dud
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B CHAIRMAN'S STATEMENT

Hlistory suggcests that the stockmarket is unlikely to nuaiatain the relatively smooth progression seen
Lase vear, L Jnc:c:ulLrwdl’,' there will be less rewarding and more volatile years ahead than the one which we
havejuseerjoyed, Hewever | remain confident that your Managers have the pracesses in placeand the skills

necassary to deal with the variery ol stockmarket conditions char are likely to occur,
..--""‘"~ ’ ! [
‘.._“ -‘---.-_,ﬁ ‘[.---JE _______ IL!' ""‘ g-‘--- LT
W K;'I‘L‘l‘u‘l'u“;
Mm@ haivnan

18 Janwary 1994
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B MANAGERS REPORT

The year under review has proved 1o be a cewarding one for investors in the UK equity market but
particadarly for chose invested in smiall companies swhich have ourperformed their larger connterparts for
the first time on a calendar year basis sinee 1988, thus ending four years of consccutive share price
undeeperformance, This is the longese period of underperformance in the history of the Hoare Govert
Statler Companies Index for which data is available from 1935,

Qv ehie twelve months o 31 December 1993 the FT-A All-Share Tndex rose by 23.3% bur of greater
significanee to your Company, given its investnent oljective, has been the superior performance of small
naller Conpanies Index (excluding investment crusts), che

companies with the Extended Hoare Govett
investrent benchmark for ASCoT), rising by 37.1%, Both indices being expressed in capirml only terms,

Omne of the many influences on the diveetion of the cquity market has beon Sterling’s exit from the
ERM on 16 Scprember 1992, which was followed by a major shift in the conduce of UK monctary policy.
Sinee that dateto the end of 1993 the FT-A AllShave Tndex has risen by 50.8% and the Exe HGSC (Ex 1Ty)
by 66.4%,

The oueperformance by the shares of small companies in 1993 reflected the growing realisation by
egquity investors chat the domestic operating cirvironment was more hospitable than that of the preceding
year with an ecdnomy expanding atsome 2% per anmuny accompanied by a lower level of intercst rates.
Exposure to the domestic economy, pereeived as o negative consideration in 1992 as a consequence of
tecession, has more recently been seen in a favourable light as the majority of international cconomies,
particularly thosc of Continental Europe, have demonstrated Fevels of growtl lower chan thar prevailing in
the UK. Consistent with this background, small companies with their greater domestic exposure have
performed rather better in share price termis than their lacger counterpacts,

The macrocconomic background has improved and at the individual company level there has been a
general, but not comprehensive, improvement in reporied tading performance. o a number of eases the
benefits of operational gearing have been seen as sales increased. Recovery has not been uniform and chere
have beeitareas of continued trading weakness. by general terms, those companies supplying customers in
Continental Europe have found volumie groweh elusive. In addition, in an environment of low inflation
companics with little pricing power have been unable ro recover the adverse impact ofhigher impore prices
caused by srerling devaluation. The ability o expand profits, while sclling prices remain static or are cven
falling, through volume gains and/or cost reductions is a scarce commodity and therefore a highly valued
corporate actribute,

Looking back, 1992 represented the nadir of the current economic cyce and camings for small
compagics in aggregate have demonstrated a modest recovery over the last year, This cannor be said for
siall company dividends which are estimated to have falien by some 6% in 1993,

This patcern of overall dividend performance is consistene with those companies which have beneficed
from improved trading conditions secking to rebuild dividend cover previously eraded by the ravages of
recession. Orhers, where trading recovery has not been apparent, liave been obliged at best to maintain
dividends or, in some cases, to reduce them furrher,

¥ INVESTMENT PERFORMANCE

As explained in last year’s report to Sharehelders, the Managers' chosen value diseipline has been
applicd consistently with effort and enthusiasm since the creation of ASCoT i Decemnber 1990, Within the
Company's three year life there have been periods of loth outperformance and underperformance when




B MANAGERS REPORT

compared with the investment benchmark. As indicated by the Chairman, the last twelve months have
represented a suceessful period, There are a number of reasons for this outperformance, which to a
ficant degree represent a reversal of the unfavourable influences which restrained perfornmance in the

sy

previous year,

@ 'Ihe implementation of the Managers value discipline led in 1992 ¢o the construction ofaporrfoliowith a
significant weight of monies invested in shares of ¢yelical companies where thie Managers believed thar
the potential benefits of operational gearing combined witl: low market capitalisation to sales and
sharcholders’ fund .. 2presented an attractive combination, This portfolio bias proved to be successful in
1993 a5 the attentien of the stockmarket switcaed away from shares of conpanies with the abilicy o
withstand recession towards those which may benefit to a greater excent as sales volunes recover,
consistent with the evidence of cconomic recovery.

In 1992 the Managers gradually increased the partfolio exposure to “smaller"small com panies believing
that better value was present i this area of the cquity marker, Initially, this change in porticlio struclure
was Bt remunerative as concerns remained regarding the specific risk of such smaller companics given
their generally narrower business base. However, the improved econonic en vironment has ameliorated
these concerns and refative illiquidity has driven share prices upwards.

LU

W The gearing pusin place in early 1992 has enhanced the asset value by approximatcly 8 percentage points
compared with an ungeared position. The Managers are of the view that a degree of gearing is
appropriate over the long rerm to enhance overall returns to Sharcholders and to help mitigate the
impact of the warrant dilution.

As the table below illustrates, che greater part of the abselute rerurns achicved by both simall companies andl
ASCoT took place in the first half of the year consistent with the growing realisation of domestic recovery
and its foveurable relative impact on the maore cyclical and smaller capitalisation stocks. Inde.d, in the
second six months lacger companies have performed relatvely better and retraced adegree oftheir previous
underperformance. Tis the view of the Managers this primarily reflects a napural reversal of the marerial
nnderpecformance by large comparies in the opening six manths of the year, Funaer, the domestic equity
market has been more influenced, of late, by the prospect for additional interest rate reduccions. This has
incrensed the ateractiveness of equities in general, with the more easily teaded larger companies being the
initial targers for investors,

NAY t HGSC  FT-A All-Share

Basic (Bx 1T's) Index
1s; Flalf 1993 +3e,4 +22.3 45,0
2nd Half 1993 14,3 +12.1 174
Calendar Year 1993 +53.6 +37.1 4333
All capital only teriits expressed as percentages,

The expansion in levels of valuation for small companics has prompted a revival of the new issue
market. Tt excess of 70 new companics, excluding investment trusts, hawve becin listed in 1993, The
corcerns recently vaiced, that a public listing was not seen as an acceactive route forward for privace
com panics, coupled with concerns on trading liquidity, have therefore proved w be issues of a cyelical
rather than of a scructural nacurc.

6




B MANAGERS REPORT

The majority of companies wshich have gone public in 1593 have been of a high business quality
iltusteated t:3r1ﬂhu:it'aftﬁﬂil:5'lmn-tl:lclcrsngu:cn:sn;filll)*likurcaltgfklaw:c:u&usi()rl‘vvilﬂhh.itl some cases, the additional burden
of high levels of buy out debt. With business quality high, the majer issue for consideration Ly the
Managers has been ¢he valuatien placed on the company ac the time of listing,

gy

En chat eegard, as value investors, the Managers arc inore naturally attracred to shares in companics
where expectations are low and CHJI]&H:(][ICHJHiPy'(ﬂ]t:::Hk]:lillt)C)fll:ﬂ?’ﬁJH?UHTC:1)()£ﬁlﬂﬂv1::5ll[1)l'h§(n§ more likely, These
are not characteristics ponmally associated with public listings, where new issues are often priced on the
basis of favourable trading momentum being maintained. Participation by ASCoT has been on a selective
basis where the Managers believed that value was apparent at the listing price. Thereafter, adding to the
sumber of shares alloteed where the valuation remains attractive and disposing of those where either the
premivm at liStil)E;'\\H]Si[It)t_ilhstifilltl,134?‘VU11()rt:15UH'E11CH?l?CEHEiIf(!PIi()[[|H:lt]l()i:()FlCﬂJJE?LCHH\lﬂ]:lt the funds would be
better employed clsewhere. At the year eid 4% of the Company’s assets were invested in companics which

gained a stockmarket listing in 1993

In contrast, a greater weight of funds has been commiiteed to rights issues from existing portfolio
investiments to fund acquisitions or finance new business o vortunitics. Tn such sitwations while the
company hs:nliwccﬂisn:irug;13()r1:FtiFh:rcn:urnsritlltrrrriﬂhu:ih:'fcilc:i’tl1c:J\/injqzxg;uq:s’fkrru:vuvﬂx:cig;u‘is:r11t11tnr]kd@gﬂix:r'tllsutlt11:1t
which may be gleaned following a normally bricf pre-floatation meeting with an expected new listing.

The risc of 37, 1% in the Exi HMGSC (Bx ITs) over the last year has not been uniform across the scetars
of the rmarket and constituent securitics. Significane shifts in relative values have taken place and your
Managers have attempted to ensure that the value characteristics of the portfolio have lreen maintained
againgt this rapidly maoving background, The Managers have no predefined expectation as to the
appropriate level of portfolio tarnover but in periods where relative values shift significantly tarnover is
HMMwamgmnmHNmemeMMMMM%,NWMwmmdmhﬁmﬁmﬂmmmﬁmmmmmmmﬂw
for the swelve months divided by the average of the month end total investnents

The aggregave characteristics of the portfolio are detailed below:

Portiolic Characteristics as at 31 Decembrer 1993

Number of Coupanics in the portfolio 116
Average Market Capitalisation £66.6im1
Return on Equicy 11.2%
el to Sharcholders’ Funds 27.0%
Market Capitalisation to Sharcholders’ Funds Ry
Price Earnings Ratio (Hlistaric) L8875
Giross Dividend Yield (Hiscoric) 2,8%
Dividend Cover (Hlistoric) [.75%

It is inappropriate to give an exhaustive account of individual portfolio transactions but two gencral
poirts are worthy of mention. First, ina aumber of cases shares in relatively eyclical companics bave been
disposed of where the prospective valuations, in the view afthe Managers, more chan reflect the anticipated
strength of uxpected tradding recovery. The proceeds have been invested 10 shares of more defensive
companics averlooked as the cuphoria regarding economic recovery las overtaken the stockmarket
Secondly, strong share price perforance from a number off the larger companies in the portfolio has
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B MANAGERS REPORT

resulted in market eapitalisations which have placed them cutwvith the Ext HGSC (BEx I'Ts) following irs
rebalancing v January 1994, In anticipation of this they were sold as suitable market oppory dties avose in
the second Talf of 1993, As Sharcholders will be aware failure to do so would result in the portfolio

L

becoming increasingly inconsisrent with the investiment objective of ASCoT over rime.

The pie charts betow derail the seructure of the portfolio buth by the number of companies owned and
by the percentage of total value, represented by o range of capitalisation bands.

Distribution of Portfalio by Market Capitalisation

Chver 2225 (3) Over £225m (3%)

TIB(hnu=E22%m |:Eij'___1--- - ) T
/,/ Y . CLEDmM={223m [!"1‘}52/4"' \ ""\\
s \\ \ ™ A \ ™
oz otma sy \ N\ SN \ N
TEm-R 1 50m {29) / / AN \
\ \ / S \ \
\\ \ S \
\ N
- L75m-L150m M \
\ e / (32%) // /
-"”'
/ \\ / /
bl / N / /
\ / Y /
AN // \\ / s’
\\ P o \\H / //
== Uniler £75 (0] e Uhiadlier £73m (359%)
By number of companics By percentage of total value

B INVESTMENT OUTLOOK

The last vear has been one of significant rerurns for UK equities in general, and small companies in
particular, primarily reflecting a major upward shift in valuation consisient with falling inflation and
conamic growth. However, the Managers remain oprimistic regarding

interest races at a time of modese
the future for a number of reasons.

® [t is unlikely that the faveurable macrocconomic trends prevailing will reverse in the shore erm,

although the phased fimpact of tax increases in 1994 may reduce the levels of cconomic expansion frem

that previously anticipated.

© The direcrion of cconomic policy is supportive of the small company secror with its higher
nunufaceuring exposure, as tax increases restrain consumption and therefore encouraged domestic

producers to recapture export market share, a process assisted by a competitive exchange rate.

® Small companies have been prepared to cut dividends to mitigate the unfavourable impact on dividena
cover caused by falling earnings. They now possess @ higher level of dividend cover than their larger
counterparts, This consideration combined with a greater sensitivity o an cxpanding UK economy
providesa supportive backdropto future dividend growth, In the past, as the UK economy has emerged
from recession, sinall companies bave produced superior levels of dividend growth when comparec

with large companies. The Managers expect this to take place, with the customary lag, in this cyclical

upswing but levels of nominal dividend growth will by lower than in the past given the modest level of

curcent inflation.
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B MANAGERS REPORT

Fowever, the Managers are aware of the consideration that in market conditions where expectations are
high and the cverall outlonk oprimistic, the downgide visk of fudividua! con panics failing @ achicve
gxpectations are significant. Aceordingly, the Managers imvestinent discipline, which leads to the
construction of a portfolio of shaves it ~ompanics where the marget valuation of the business is supporred
by current financial performance rather than being dependent on an aptimistic extrapolation of current
trading, should prove rewarding in the current en vironment. o d

g d f / f‘) 4 e
([lesfor . (O Trety
4

Aberforch Partners
NManagers
18 January 1994
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20 Caedde’s (Holdings) 3,208 3.0 Tnstalment credit and hire purchase

30 Adwest Group 2712 AN Automotive, power systenis and property
Lo Mayfawer Corporation 2,577 24 Manufacture of vehicle bodics

B, Mall Engincering (Moldings) 3,292 2.2 Engineering

6. Nichals (1N (Vimeo) 2,283 22 Solt drinks manufaciurer

7. Hundng 2,253 21 Defence, aviation and oil & rechnology

8. CALA 2,214 a1 lausebutilder
L]
@, Ferguson Intermational Holdings 2,024 1.9 Labels, hangers and comnnumications

10, Davis Seevies Group 2,000 1.9 Laundry amd linen hire

I Sy ettt e "’l‘%
! :
A‘IL L1----:.---1.L‘—§ o Fpaicr .i
e - - RPN ‘
PORTFOLIO INFORMATION
FIFTY LARGEST INVESTMENTS
Wnluation % of
Mo, Company £000 Toral Brusiness Activicy
I Maneers 3,890 37 Ink manufacture and shapping centre cwner

11, Gereard & National Holdings 1,973 1.9 Financtal services
12

2. IHelieal Bar o 1,103 1.8 Praperty
[elical Bar 3.25% CORP £50
13, Cloegys 1,919 1 Bakery chain
14, Ricardo Sroup 1,741 1.6 Engincering design
15, Coode Dharrant 1,7+ 1.6 Transport
10, Birklby 1,712 1.6 Vehicle, equipment and propercy renal
17, Ileadlam Group 1,694 1.6 Carpet and fabric distriboeor
18, IHenlys Group 1,650 1.6 Motor distribotor and coachbuilder
19, British Data Mavagement 1,619 1.5 Diocument storage

an. PEIT 1,604 1.5 Property
2l Dobson Park ndustries 1,599 1.5 Conglomerate
22,0 Aberdeen Trust ,5T8 1.5 Invescment management
23, Electran House 1,566 1.5 Electronic compeonent distributor
24 Jones Swoud ([Holdings) 1,548 1.5 Manulaeiare of electrizal and textile products
25, Wason & Philip 1,548 1.5 Convenience stare operator and cuering supphier
20 Independent Insurance 1,337 1t [nsurance composice
27, Flampson Industries 1, o3 14 Conelomerte
Harpson Indusides 6.3% CCRP 25 = ‘
28, il & Smidh Foldings LA 1.4 Enginering
29, Scholes Group L4735 1.4 Manulneiare of electeical products
My Canning (W) 1,416 |4 Chemicals and eleceronic component discribucion
31, DPiysu 1,405 1.3 Manulierure of cantainers and howsewares
32, Whesson 1,396 1.3 Engineering
33, Matmders (Jolin) Group 1,382 1.3 Flousebuilder
34 188 Group 1,31 1.2 Diistributor of heating and plumbing cquipment
38, Flawden Group 1,28% 1.2 Engineering
36, Radie Clyde Holdings 1,270 1.2 Independent radio contracior
37, Nadional Express Group 1,20 el Long distance coach services
38, More O'Ferrall L2219 L Crrdaor poster adwettising
39, Siedar 1,189 11 Hand kniwing wools and looring products

40, British Potythene Tndustries 7.5% CCRP 1,175 i.1 Polythene film producer

10
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ORTHFOLIO INFORMA

FIFTY LARGEST INVESTMENTS

ITON

Valuacion

Y of

No. Company £2000
A Sl Growy INTaY
£ Mayborn Crowp 129
430 Bradstock Group LI2o
b Chemring Groug L3
15, Avenside Group 1,105
40, BN Securitios 1,061
7. Ash & Lacy 1,060
. Stiring Group 1,031
49, Faber Prest 1,027
0. International Business Comununications 1,024
Top Filty Investnaents 82,118
Other Invesonents (60) G773
Met Cuerent Linbilities 13, 450)
frank Loan (143,000)
Tob Asscts less Linbilities 106,140

Tatal Business Acrivity
1.1 Packaging, oil services and texiiles
L1 Buby produes an dyes
k! Insurance broking
1.0 Missile countermeasures and pyrorechnics
1.0 Housebnilder and building supplics
1.0 Stockbroker and private cliene management
1.0 Metal galvanising
1,0 Clothing manufacturer and importer
1.0 Inteenational steel services ancd diseribution
1.0 Publishing and conference organisation
7.4
353
{3.3)
.4
100.0%

Distribmtion of Portfolio by Industry
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M DIRECTORS RESPONSIBILITY STATEMENT

The Directors are required by].lw to prepareaccounts for cach financial year which give a true and fair view
of the state of affairs of the Company as at the cnd of the financial year and of the net revenue for that period,

The Directors are vesponsible for keeping propes accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and o enable then to ensure that che accounts
comply with the Compunies Act 1985, They are also responsible for safeguarding the assers of the
:Imnp;'rrry and henee for taking reasanable steps for the preventdon and dclcc‘uon of fraud and other
irregularicies.

The accounts have been prepared on a going concern basis and appropriate accounting policies have been
used and consistently applied. Reasonable and plndvnt judgements and estimates have been used in the
preparation of the accounts and applicable WK accounting standards have been followed.

W REFPORT OF THE AUDITORS

TOQ THE MEMBERS OF ABERFORTH SMALLER COMPANIES TRUST PLC

We have audited the accounts on pages 16 to 23 which have been prepared vnder the historical cost
convention modified to inchude the revaluation of fixed asset investments and on the basis of the accounting
policies ser out on page 20,

Respective responsibilities of Directors and Auditors

As described above the Company's Directors are responsible for the preparation of the accounts. luis our
responsibility to form an independent opinion, based on our audit, on those accounes and (o report our
cpinion to you.

Basis of apinion

We conducted our audic in accordance with Auditing Standards issued by the Auditing Practices Board. An
audit includes examination, on o test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Directors
in the preparation of the accounts, and of whether the accounting policies are appropriace to the Company’s
circumnstances, consistentdy applied and adeguately disclosed.

We planned and porlon med our audit so a5 to obwin all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fr aud or other irregularity or error, [n
forming cur opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

[ our opinion the accounts give a true and fair view of the state of affairs of the Company as at31 December
199% and of 165 et revenue Fc»r the year then ended and have been properly prepared in accordance with the
Companics Act Il‘la '( " ‘

< el Tatmcy

=

Ernst & Young
Chartered Aceo nmf ants o
Registered Auditor

Edinburgh
18 January 1994
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B CORPORATE INFORMATION

B DIRECTORS

W Y Fughes, CBE (53) (Chairman)*

William Fughes has been Chairman since 1985 and Chief Bxeeutive sinee 1976 of Grampian Moldings plc, a
hiokding company ¢y gMHuUmwpomuxmhﬂanLﬂwsMcoﬁwonMg;mxhandwnmhmnwwmﬁmnuh
Fle is also a past Chatrnan of 11 Scodand.

Dr F Mackenzie, CUE, CEng, FIEE (39)*

Finlay Mackenzie joined Hewleer Packard in 1965 and was General Manager of the Queensferry
Telecommunicacions Division of Fewlets Packard (UIC) Limired from January 1982 until his rerical in
1991, He is also a Divestor of Bdinburgh Assured Properties PLC and a Director of Lothian and Edinburgh
Euterprise Limited.

1< M Miller, BSe(Flons) (44)*
JCeich Miller has been a Group Board Iirector of The Miller Group Limited, ane of Scotland’s largest
private companies, for seveneeen years, During chis period he has been responsible for the opencast coal
mining division which is now one of the major opencast mining contractars in the UK. In addition, he
assumed responsibility in 1986 for all the Group’s cornmercial property development and investment
activities throughout the UK.

3T M Ross, FCCA (44)

David Ross is a parmer of Aberforth Partners who are investment managers and secretaries to the
Company. Heisalsoa Dircctor of Aberforth Split Level Trust picand US Smaller Companies Investnent
Trust ple,

A ] Whyte (30)

Alistair Whyte is a partner of Aberforth Parmers who are investment managers and sceretaries o the
Company.

*Member of Audit Committee and Management Engagement Comuitree.

INVESTMENT MANAGERS AND BAMNKERS
SECRETARIES Bank of Scotland
Abcerforth Partners 33 8t Andrew Square
i4 Melville Strect Edinburgh EH2 2YR

Edinburgh EF3 7INE
Tel No 031-220 3733
AUDRITORS

RECGISTERED QFFICE Ernst & Young
14 Melville Street Chartered Aceountants
Edinburgh EFI3 7NS Ten George Street

Edinburgh EF2 2DZ
REGISTRARS

Morchern Registrars Limited
MNortherit Flouse STOCKBROKERS
Woodsome Park James Capel & Co Limited
Fenay Bridge Thames Exchange
Fluddersfield HIDB OLA. 10 Queen Street Place
Tel No (484 606664 London EC41 FBL
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W REPORT OF THE DIRECTORS

The Directors have pfbu:usnirw:-hnlswrrtnurlhttirlg;|ftu:'fr11i;wilgﬂxrlrttlnl 12J31)<)r1':trhdl,A\(n:catlrlts:c>l'tllc:ilitalmllmsrrry'Ii:n:'rtue
vear to 31 December 1993,

WOPRINCIPAL ACTIVITY AND STATUS

‘1711::123()11113:rrr5h.'uu11ic:llis;|1(>t‘ux“(:Ilcn;(:(ZI()rrly)n|1jf" is an investment company as defined in Secrion 260 of the
Companies Act 1985 and has been approved by the Inland Revenue as an Investiment Trust, wichin the
meaning of the Income and Corporation Taxes Act 1988, up to 31 December 1992, Since that date the
Company’s affairs have been conducted in such a manner as to enable it to continue to see csuch approval, A
review of the Company’s business during the year is contained in the Chairman's Statement and the
fvlanagers” Report.

B CONTINUATION QF THE COMPANY

The Company has no fixed duration however in accordance with the Articles of Association an ordinary
resolution will be proposed at che A ngual General Meeting ro be held i 1996 (and at every third subsequent
Annual General Mecting) that the Company continues as an iVesEIIene company.

if such resolution is nat passed, the Directors will prepare and submwit to Sharcholders (for approval by
:S}J(N:i:fllﬂ!EH:]lJlﬁdeT]l[)TWJ[)()EH\]S‘fk)t‘EIIC?llllitiSﬁlri()llISH?(JJﬂJ(:T‘r()CHJIISFtrll(?[L:rFI()f’tllc:(:}Elrrlruﬂllj!. In putting forward
51Jt5r1;Fn:c>grcu;udu;'tllu:]ﬁ)irw:cnvcnrs;'azill seck, infer alie, to provide Shavcholders with a mears wherchy they car

defir any Habilicy to capital gains rax on their invesument at that time. If these proposals are nat approved

Shaccholders will, within 180 days of the relevant Annual General Meeting, have the opportunity of
passing an ordinary resolution requiring the Conpany to be wound up.

@ RESULTS AND DIVIDENDS

£7000 £000
Revenue available for dividends 2,456
Tnterim dividend of 2.1 Fn5Fu:t'¢13wrtlirunr"y'!511:ar(:jpn1i<l 3 September 1993 {1,182)
Proposed final dividend of 2.5p per Ordinary Share, payable 4 March 1954
tuw#mnﬂuﬂdmm(n1ﬂuﬁRmyﬁumnmckmccﬁfnmhwssouJI]ﬁiwumurfﬁﬁl (1,400)

Transforred from revenie reserve

@ DIRECTORS
The Directars who held office during the year and their mterests in the Shares and Warrants of the
Company, as at 31 December 1993, were:

Ordinary

Shares Warrants
14993 1992 1903 1992
WY Hughes Beneficial 3,000 3,000 3,000 3,000
1D F Mackenzice Benchicial 14,003 14,253 22,850 23850
KM Miller Beneficial 10,000 10,000 2,000 2,000
T M Ross 1encficial 100,000 88,800 104,000 100,000
A ] Whyte Beneficial 68,417 11,250 65,917 0 250

There has been rlc;|:Ilnnnqgn:?huxtluc:lja:d(ﬂilnggs;«3f'tl1c:}Z)ilw:(:tcars:1)(:L\\num:r1131l December 199% and 18 January 1994,
Messrs Ross and VKfllyrtt::1r1szn1tnnnv311;w:nF}F\IJ(:r11)1th1]FHAlw:ruulws, the Managers and Scere aries of the Company
and thus have a material fnterest in the maragenment and secretarial contracts.

i
§
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® REPORT OF THE DIRECTORS

Mr W Y Flughes retires by rotation and, being cligible, offers hinaself for re-glection at the Annual General
Moeting,

N l\';‘,..., .], a rantre f' \“'\_“;'l [l\\[" g

MNa Director has a contract of service with the Company.

M MANAGEMENT

Alberforth Partners are Managers and Secretaries of the Company. These services can be terminated by
cither party atany time by giving six months’ netice o frermination. Aberforth Partners receive a quarterly
management fee, payable in advance, equal to ane-fifth of onte per cent of the value of the roral asscts less
current labilities of the Company, and a quarterly sccretarial fee, payable in advance, currently amounting
to £10,746 (excluding VAT). The secretaria) foe is adjusted annually in line with the Retail Prices Index.

B CORPORATE GOVERNANCE

The Dircctors cansider that since | July 1993 the Company has been in com pliance with rhe Cadbury
Committee’s Code of Best Practice (“the Code™), where the necessary guidance has been duly developed,
with the following exceptions.

The Directors, collectively, bave always understood which matters are reser | for the Board as a whole
and that they have the right to obtain external srofessional advice at the Company’s expense, These
understandings have now been formalised and were approved by the Board on 18 janvary 1994, The Code
recommends that non-exceutive directors should be appointed for specified terms and reappoincments
should not be automatic. [n light of the Company’s particular structure the Board de not consider it
appropriate that Directors be appoinicd for a specified ternn, However, rhe Arricles of Association do

-

require that one third of the Directors in office retire at cach Annual General Meceting.

® SUBSTANTIAL INTERESTS IN SHARE CAPITAL
The Board has been advised or are aware that the following persons were interested in three per cent or

more of the issued share capital of the Company at L8 January 1994,
Percentage

Sharchelder Held
Rabert Fleming Holdings Limited 0,27
Irish Life Assucance Ple 5.37
Scottish Widaws Fund & Life Assurance Society 5.16
City of Bradford Metropolitan Council +.35
Seottish Amicable Investment Managers Limited .64

Confederation Life Group 3.50
Bricannia Life Limited 3.20

M OTHER SHARETOLDER INFORMATION

The investment policy of the Company has been conducted in such a way that the ordinary shares of the
Company areeligible as “qualifying in vostmenes” under the current Personal Equicy Plan Regulations. Ieis
on of the Directors that the Company will continue to conduct its affairs o sarisfy this

the current interl
requirement,

ki AUIITORS
Erngt & Young have expressed their willingness to continue in office as au ditors and a resolution proposing
their re-appointment will be submiieted at the Annual General Meeting,

By Ovder of the Board

ABEREORTH PARTNERS (Scerctaries) oy ') =,

14 Melville Serect, Bdinburgh BH3 7N S / &/ A A

18 January 1996 {:.»!fd‘.ii'ti'rs';I‘w‘ b SANMT NS
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REVENUE ACCOUNT

FORTHE YRAR TO 31 DECEMBER 1993

MNote
INCOME

Franked investment income

Seeurities Listed o the London Stock Exchan ge
Securities Quoted on the Unlisted Securities Market
Unfranked jnvestient income

UK Government Seemiics

Securities Listed on the London S.ock Exchange
Other income

Deposit interest

Underwriting commission

Serip dividends

TOTAL INCOME

INTEREST AND EXPENSES (including VAT where applicable)
Bank overdraft and joan interest

Management foe L1000
Taotal 01 (1992-723)
Less allocated to Ca pital—62,3% 563 (1 992-452)

Allocated to Revenue-—37, 5%
Secretarial foo
Administrative expenses
Directors foes 2
Aurlit foe

TOTAL INTEREST AND EXPENSES
REVENUE BEFORE TAXATION
Taxation 3

REVENUE AFTER TAXATION
[neerim dividend (2, Ip per Ordinary Share, 1992--2.1 1)

Proposed fimal dividend (2.5p per Ordinary Share, 19923, 5p)
TRANSFERRED (FROMYTO REVENU ERESERVE 9
EARNINGS PER ORDIN ARY SHALRE .

DIVIDENDS PER ORI NARY SHARE

The Notes on pages 20 to 23 form pare of these accounts,

16

1993
£1000

3,934
436

18
104

1,184

338
51
62
18

&

3,060
(604)

2,456
{1,182)
(1,406)

............

............

1992
S

3,931
638

3,206
(1,182)
(1,406)




BALANCE SHEET
AS AT 31 NECEMUBER 1993
19935 1992
Note £000 £1000
FIXED ASSETS: INVESTMENTS
Securities Listed on the London Stock Exchange:
UK Ordinary Shares 109,179 73,029
I Convertilile Scourities 2,279 1,749
Securities Quoted on the Unlisted Securities Market:
UK Ordinary Shazes 7,550 4,697
VK Convertible Securities 588 amne
Total Investrrents & 119,596 79,475
Current assets
Debrors
Due from brokers 2,717 545
Taxation recoverable 502 214
Orther debrors 38 307
Cash at bank - 1,266
Craeditors (amounts falling due wichin one year)
Bank overdraft {3,935) —
Duc to brokers (1,354} (2,047)
Ocher ereditors (18) {278)
Proposed final dividend (1,406) (1,406)
Met Current Liabilities {(3,456) (1,399
TOTAL ASSETS LESS CURRENT LIAmLITIES 116,140 78,076
Creditors (amounts falling due after moere than one year)
Bank loan (ulcimately repayable 16 March 1997) {10,000 (9,000
106,140 69,076
CAPITAL AND RESERVES T
Called up share capital:
Ordinary Shares of 25p 6 14,067 14,067
Reserves:
Share preminm account 7 8,937 3,935
Capital redemption reserve ! 44,684 44,684
Realised capital reserve 9 7,960 984
Unrealised eapital reserve 9 29,831 (387
Revenue reserve 0 661 795
106,140 65,076
NET ASSET VALUES PER SHARE--BASIC 188.6p 122.8p
—FULLY DILUTED 173.9p 119.0p
Apyproved by the Board of Directors on 18 Jannary 1994
and signed on its bebalf by WY Hughes, Chairman
’I oy . - ’ |
¢‘~..-‘i!=:-- 4, . ‘“""""""““u...l'*!kf'-"‘- ::~~lL"L------:-
— ]t
)

The Motes on pages 20 to 23 form pare of these accounts
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CASH FLOW STATEMENT
FOR THE YEAR TO 31 DECEMBER 1993
1993 1992
QOperating activities Mote £000 £'000
Cash received from invescments {nct of tax) 3,718 3,713
Teposit interest received 23 265
Underwriting commission teceived 104 74
Management fee allocated to revenue {338} (271)
Cash paid to and on behalf of the Direcrors (18} i)
Other cash payments {11a) {155)
Net cash inflow feem operating activities 10 3,373 2,609
Returns on investments and seevicing of finance
Inverese paid (1,446) (560)
Dividends paid (2,588) (1,557)
(4,034) (2,117)
Taxation
K corporation tax gaid —_ ¥
UK tax recovered 145 5
145 {2
Investing activities
Payments to acquire investments {41,561) (80,735
Reeeipts from sale of UK Governinent Securitics 53,39
Receipts from sale of other investments 36,437 23,230
Management fee allocated to capital £563) (452)
i7,687) {4,611)
Net cash outflow before financing (6,203) (3,121)
Financing
Bank loan drawn down 1,000 9,000
Issuc of Ordinary Shares of 25p 2 3
Net cash inflow frorn financing 1,002 9,003
{Decrease)/fincrense in cash and cash equivalents 10 (5,201) 5,882
The Notes on pages 20 to 23 form part of these accounts.
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Capiral profit on investinents:
Realised gains and losses (see note below)
Unrealised gains and losses

Capital surplus/(deficit) for che year
Revenue profit available fior distribution

Total recognised gains and losses for the year

Distributalie profits
Revenue profit available for distriburion
Dividends

Transfor (from)/to distributable reserves

Non-distributable profits
Transfer to/(from) non-distributable reserves

Note: Realised gains and lossos includes the element of the management fee allocated to cagatal.

STATEMENT OF TOTAL RECC

FOR THE YEAR TS 31 DECEMBER 1993

Nate

11

The Notes on pages 20 to 23 form part of these accounts.
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1993
£2000
6,976

30,218
37,194
2,450

39,650

2,456

(2,588)

(132)

37,194

37,062

AW X %) ~ Y
s._)’ E:' 53'.}" )

AN

1992
£1000
(310)

(3,196)

(3,500)
3,266

(240)

et e

(2,828)
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B NOTES ON THE ACCOUNTS

| ACCOUNTING POLICIES
3asis of preparation
The accounts have been prepared in accordance with applicable accounting grandards, and under the

historical cost convention, modified to include the revaluation of fixed asset investmenes,

Income and exXpenses
ﬁ)]uconw%hmmdnvmﬂnuwmshcnxﬁuWHMImehmhdw:mnichhmbk;vdﬂndunnmcpdonofhuxmm:ﬁuw
ﬁmx“nww%mmmuﬁﬁuwmvmvdbyﬂwrmmijhmoﬂmsdumwﬁnﬂnﬂnmnncmmiﬂowmn@on1ﬁwm
fuleSS'mkmn:muhwwoﬁpHHMﬁﬂﬁWﬂumﬂnswpmmwwkwuﬁmwnmwwn]hmnmuzon;mwdmwmsawdsm

@

hﬂ'WhmuthompmwamsmrmnhunﬂﬂpdﬁkﬁwﬁnHmuﬁmmmhdhkkmhmmmﬂomnemmhuﬂw

Jividends not received is instuded in income on che date due and receivable, When the Company elects
to reccive an enhanced serip dividend, an aount egual to thie gross cash dividend isincuded inincome
on the date due and veceivable.

(iif) Other income and eXpenscs are accounted for on an accruals basis

Tuvestiments
!Lih;tcuﬂ|i11\3£ust111(:rrrs.anJJﬂ.irx\:cﬁstll1cnruns-rltu:ntu1i on The Unlisted Seeurities Markerare included in the accounts
ar mid-yarket valuation.

Capital reserves
These reserves comprise the following:
{i) Ciains and losses on realisarion of investments.
(i) Increases and decreases in the valuation of investments held,
(ifi) 62.5% ofthe rrunllzygpcmllcrlltIﬂcm:];a\)rnlzdt:nﬂJJl“tuug;t]1<:jy1:an.']‘l\(:l)rthulicnc-t:ff37?.55925 is charged to revenue (see
MNote 9%
{iv) Corporation 1ax relief, if applicable, on (iii) above.

2 PIRECTORS’ FEES

The emoluments of the Chairman who was the lughest paid Director were £6,490 (1992--£6,300). The two
Directors who are partners in trrﬂ:l]lftﬂu]g;(nﬂﬂuﬂ]]l:filﬁlﬂh,Ja\l)tﬂrfE)FTJJll’?lf(l](!fﬁh,]1$r\"u'\\ﬁﬂjﬂJl?(iilllIihulit'fitﬂﬂilﬂ:ﬂﬂnlliligg
i HUﬁQOU@wammﬁﬂmamdhmwmymﬂwownwuﬂmhﬁmwhrmewmrm3lEMmmbm¢9%uThunmw
| VNuEﬁmcmuﬁwhosmvtdduhugﬂwqwmrmmhrmmhwdcnuﬂmnmms0fﬁi4ﬂ)09W}n£5;3@L

3 TAXATION

1993 1992
£2000 £000
Tax on franked investment fucome 917

Recoverable tax credits-—-s, 242 claim {313)
604
Mo provision has been made for Advance Corporation Tax on the final dividend as in the opinion of the
Dircerors such tax will be fully relieved by tax eredits. I
20 ;
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i NOTES ON THE ACCOUNTS

4 EARNINGS PER SHARE

The caleulation of carnings per Ordinary Share is based on cornings  £12,456,000 (1992~-£3,256,000) and
on the weighted average mumber of Ordinary Shares of 28p in issue during the period being 56,268,229
(199254, 260,004),

i INVESTMENTS 1993 1992

£7000 £2000
Opening valuation of investments 790,475 107,631
Opening unrealised depreciation/ fappraciation) a7 (2,809
Opening cost of investments 79,862 104,822
Furchases at cost during period 41,093 51,918
Sales at cost during period (31,190 (76,878)
Closing cost of investments 89,765 79,862
Closing unrealised appreciaton/(depreciacion) 25,851 {387)
Closing valuation of investments 119,596

6 SHARE CAPITAL
1993 1992
No. of No. of
Shares 2000 Shares £7000
Anthovised:
Ordinary Shares of 25p 67,516,424 16,579 67,516,424 16,879

16,879 16,879
Allotted, issued and fuily paid:
Oirdinary Shares of 23p 56,208,697 14,067 5,266,798 14,067
14,067 14,067

€ 31 March 1993 as a result of certain holders exercising the subscription rights of their Warrants, 1,899
Orrdinary Shares of 25p were fssued at H0p per shaze.

.....

for one Ordinary Share of 25 at 10kp on 31 March in any of the years 1994 to 2003,

7 SHARE PREMIUM ACCOUNT

£000
Ac I January 1993 8,935
e

Arising on issue of 1,899 Ordinary Shares

At 3t December 1993 8,937

21




W MOTES ONTHE ACCCOUNTS

4 CAPITTAL REDEMDPTION RESERVE

At | Janaary 1995 and 31 Drecentber 1993

0 OTHER RESERVES

Realised Capital Reserve

Al January 1993

Gain on sale of Hsted fnvestnents

Loss on sale of investments quoted on the USH

Management fee, net of .ncnuml.tl tax relief of £120,000, allocated to capital

At 31 Decermber 1993

Unrealised Capital Reserve
At | January (993
Mavement during vear-—listed invesonents
~—invesrnieats guoted on the USM

Ac 3 De zember 1993

Revenue Reserve
Ar 1 January 1903
Transfereed to Kevenue Account

At 31 December 1993

- NOTES I'O THE CASH FLOW STATEMENT

Reconciliation of revenue before interest payable and taxation
to net cash inflow from operating activities

Rewvenue before intercse payable and taxation

Serip dividends

Taxation withbeld from income on investimencs

Pecrease/ (increase) in debrors

{ncrease/(derease) in creditors

WNet cash inflow from operating activities

Analysis of changes in cash and cash equivalents
durirtg the year

Cash ar bank/(bank overdraft) av | Janoary

MNet cash {ourflow)/inflow

{Bank overdrafi)feasiy ae bank as at 31 December

)
(o=

1993
£7000

4,244
(225)
(N7}

269

1,266
(s, '2')1)

15)!5

0D
44,684

£7000

Y8+
7,94+
(325)
(443

A ————

7,900

(387)
20,707

3,50

29,831

793

{132

1992
L1000

5,143
(101}
(1,136)
(271)
-(Ei"l

4

(4 616)
I IL I"’P"




B NWOTES ON THE ACCOUNTS

11 RECONCILIATION QF MOVEMENTS IN SHAREHOLDERS® FUNDYS

1993 1992

£'000 £1000

Revenue available for distribution 2,456 32606
Dividends (2,588) (2,588)
(132) 678
Ocher recognised gains and losses relaing to the year (net) 37,1 (3,500}
MNew shave capital subseribed 2 3
Met addition wo/(reduction of) sharcholders® funds 37,064 (2,825)
Opening sharcholders’ funds 69,074 71,90
Closing shareholders’ funds 106,140 69,070

12 NON-AUDIT SERVICES

The Company’s audicors were paid £2,350 (1992—£6,600) in respect of non-audit services.

13 TOMMITMENTS

As at 31 December 1593 the Company had sub-underwriting commitments of £117,000 (1992--£Nil).

23
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B NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given chat the Fonrth Annual General Meeting of Aberforth Smaller Companies
Trustple will be held at 14 Melville Street, Edinburgh on Tuesda ¥, 18 February 193 ar12.15 p.ny,
- for the following purposes:

To consider and, if thought fit, pass the following Ordinary Resolations:

1

That the Report and Accounts for the year to 31 December 1993 be adopted and that the payLa.nt of the
final dividend of 2.5p per Qrdinary Share be approved,
2, Thae Mr W Y Flughes who retires by rotation be re-elected as a Director.

-

That Erost & Young, Chartered Acceuntants, be re-appointed as Audicors and thar the Direcrors be
authorised to determine their remuneration,
By Order of the Board
Aberforth Partmers (Secretaries) v
T4 Melville Street /;ﬂi'f' /. ‘ftf ‘ﬁf , 4 -
Edinburgh EH3 7INS t:,ﬂtq‘lar‘gz,r;;l-gplr~- (L (V4
{

18 Javaary 19%4

The final dividend, if approved, will be paid on 4 March 1994 to sharcholders on the Register at
11 February 1994,

A member who is entitled o atteiid and vote at this mecting is entited ro appoint one or more proxfes toattend and, o a
poll, vote ou their behalf. Sucl a proxy need not also be o member of the Conparry.

A Form of Proxy for use by Sharcholders is enelosed, Completion of the Form of Proxy will not prevent a Sharelolder
Srom attending the eeting and voting it person.

No Director Itas w contract of service with the Company.

Typeset and primad by Pillans & Wilson Led Edinburgl, Glasgow, Londor and Manchesior
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