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FINANCIAL CALENDAR

Ordinary shares ex-dividend 14 October 2009

AGM 26 October 2009

Dividend payment 6 November 2009

Half-year 30 November 2009 

announcement January 2010



Net assets fell by 57.1% to £12.9m

NAV per Ordinary share decreased to 72.8p from 165.0p

Total loss of £16.8m after tax for the year

Dividend per Ordinary share proposed at 0.5p

OBJECTIVE OF THE COMPANY ECLECTIC INVESTMENT TRUST PLC
REPORT AND ACCOUNTS 2009

Our objective is to maximise shareholder value by investing in a
portfolio of securities anywhere in the world.

FINANCIAL HIGHLIGHTS
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Source: Eclectic Investment Trust plc



PERFORMANCE SUMMARY
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31 May 31 May %
2009 2008 Change

Basic net asset value per Ordinary share 72.8p 165.0p (55.9)

Ordinary share price 47.5p 154.3p (69.2)

Discount 34.8% 6.5% —

Capital earnings per Ordinary share (93.7)p 2.0p (4,785.0)

Revenue earnings per Ordinary share 0.6p (1.0)p (160.0)

Total earnings per Ordinary share (93.1)p 1.0p (9,410.0)

Dividend per Ordinary share 0.5p 0.75p (33.3)

Net Assets £12.9m £30.1m (57.1)

Gross Assets* £14.1m £36.6m (61.5)

Bank loans and overdrafts £1.2m £6.5m (81.5)

Gearing on net assets 9.3% 21.6% —

Total expense ratio on average shareholders’ funds† 2.8% 1.6% —

* Gross assets exclude bank loans and overdrafts.

† See note 20 to the Financial Statements for further details.
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INVESTMENT POLICY AND APPROACH

Investment Strategy and Investment Allocation

The Company looks to identify and invest in investments where the

underlying value is not reflected in the market price. This perceived

undervaluation may arise from any number of factors including

technological, market motivation, prospective financial engineering

opportunities, competition or shareholder apathy. 

The Company aims to maximise value for shareholders by holding

a relatively concentrated portfolio of securities and by investing in

instruments appropriate to respective investments. 

The portfolio is focused on absolute performance. 

Eclectic’s investment policy is flexible and permits the Investment

Manager to make investments worldwide across all sectors and in

a variety of financial instruments. Thus the Company may invest in

shares, bonds, convertibles and other types of securities where

suitable opportunities arise. It may also invest in unlisted securities

where the attractiveness of the investment justifies the risks and

lower liquidity associated with such investments. 

The investment strategy is not compelled to focus on any country,

sector or industry. The Investment Manager seeks to maintain and

enhance diversification within the portfolio by investing in a range of

sectors, markets and instruments as attractive opportunities arise.

The allocation of assets between sectors, markets and instruments 

will depend on market conditions and the judgement of the

Investment Manager and the Board as to what is in the best

interests of the Company and shareholders and so the proportions

of the portfolio invested in individual situations, sectors or markets

will be flexible. As such, not more than 15 per cent. of the

Company’s Gross Assets shall be invested in the securities of any

one company or group at the time the investment is made. 

Hedging

The Company may use bank debt, derivative instruments such as

contracts for difference, financial futures, options and warrants to

enhance its investment performance. 

It may, from time to time, seek actively to protect the portfolio and

balance sheet from major corrections by the use of foreign

currency hedges, interest rate hedges, stock market put options

and similar instruments. Furthermore, the Company looks to invest

in instruments that provide additional protection such as

convertible notes. 

Gearing

The Company will use bank debt to provide long term structural

gearing subject to the limits on borrowing powers contained in the

Company’s Articles of Association.

Eclectic seeks to invest in undervalued investments worldwide
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The 2009 financial year has been a very difficult one throughout 
the investment world and Eclectic’s results for the year fully 
reflect these difficulties. This has been a disappointing year for 
the Company, with substantial loss of value in the portfolio.

The yield on the Company’s benchmark, which is the 5 to 10 years
Government Securities UK Gilts Index, fell by over a third and as 
a result the price index rose by 16.63%. In contrast the FTSE 
All Share index fell by 26.9% over the year under review and the
ASX All Ordinaries index fell by 34.0%.

The modest profit on the revenue account was overshadowed 
by the loss on the capital account arising from the fall in value of
the investments. The Directors propose a final dividend of 0.5p 
per Ordinary share (2008: 0.75p per share). If approved by
shareholders at the Annual General Meeting in October, the
dividend will be payable on 6 November 2009, to shareholders 
on the register on 16 October 2009.

The Company has continued to seek and make new investments,
and the number of investments and diversification of the portfolio
have continued to grow. However, some large holdings have 
seen their value destroyed over the year, with restructurings and
receiverships taking place. 

The appeal against the judgement in the case pursued by the
Investment Manager on behalf of the Company and other
claimants in respect of the investment in New Cap Reinsurance
Corporation was unsuccessful and the High Court refused leave for
a further appeal. The Company did not incur any further costs as a
result of these actions. The court process in respect of New Cap
Reinsurance Corporation is now ended.

As you will see from the Circular accompanying this Annual Report,
your Board has decided to put proposals to shareholders to seek
their approval to a change in the status of the Company to become
an investing company traded on the Alternative Investment Market
(AIM), rather than continue as an investment trust traded on the
main market of the London Stock Exchange. For some time, we
have believed, and have reported to shareholders, that the size of
the Company is too small and that further capital ideally needs to
be raised. This is plainly not feasible in the current market conditions
and indeed the capital base of the Company has been further
reduced by the losses in value. The cost base of the Company, as
an investment trust, was 2.8% for the last year – exacerbated by
the level of unavoidable fixed costs that are incurred, although

expenses are down absolutely on 2008. The Board hope that some
savings might accrue from the move to AIM. The proposed move 
to AIM will also provide the Company with greater flexibility in
relation to transactions and further capital raisings. Overall the
Board considers AIM to be a more appropriate market for the
Company’s Shares to be traded. Further details are provided in the
Circular which accompanies this Annual Report.

At 31 May 2009 the Company’s Ordinary shares were trading at a
discount of 34.8% to the already lower net asset value, resulting in
a double diminution of value for shareholders, compounded by a
lack of liquidity on the market for the shares. The London Stock
Exchange main market requires a float of 25% of shares in issue to
be in public hands – the Company is near this limit and so is
unable to buyback any further shares itself. AIM has no
requirement for a free float which would give the Company the
flexibility to purchase shares in the future. A listing on the main
market of the London Stock Exchange is a condition of investment
trust status, which gives tax advantages such as no taxation on
capital gains, and accordingly a move to a trading on AIM would
result in the loss of investment trust status. However, given the
level of losses embedded in the current portfolio, there is unlikely to
be a significant tax charge for capital gains for some time and so the
Board feels this is a consequence worth bearing. An additional
benefit will be that the Company can set its own investing policy and
not be bound by the investment trust regulations, giving more
investment flexibility within its own chosen parameters. Details of the
proposed investing policy are set out in the Circular accompanying
this Annual Report.

If the above proposals are approved by shareholders at the Annual
General Meeting and the Company ceases to be an investment
trust, it is proposed that the Company will change its name to
“Eclectic Investment Company plc”.

Conditions in the investment and financial markets remain
uncertain and I would expect this may well continue for some 
time, with continuing volatility and swings in value. We will focus 
on the preservation of value and in developing the portfolio in line
with our investment policy.

Anthony Bushell
Chairman
9 September 2009 

CHAIRMAN’S STATEMENT

Disappointing year for the Company with NAV per share falling to 72.8p
Proposals to move to trading on AIM and to cease being an investment trust
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INVESTMENT REPORT

As mentioned in the Chairman’s Statement, this has been a difficult

year with a disappointing outcome for the Company. In the year to

31 May 2009, net asset value per share fell by 55.9% to 72.8p

(2008: 165.0p), gross assets fell by 61.5% with a corresponding

decrease in borrowings to bring gearing down to 9.3%. 

Portfolio

The value of the investment portfolio fell by 61.0% to £11.8m. 

There was significant movement in the ten largest holdings; in

2009 these accounted for 72.6%, with Trust Company (where 

the holding was unchanged during the period) accounting for

33.7% of that, up from 27.2% in the previous period as a result 

of the fall in value of the rest of the portfolio. Excluding Trust

Company, the concentration in the top ten actually decreased

slightly, reflecting the stated aim to reduce the concentration in 

the ten largest investments.

New entrants into the top ten included Resolute Mining, North

Atlantic Smaller Companies, Bank of Butterfield, F&C Asset

Management and a portfolio of Indian banks, including South

Indian Bank, City Union and Dhanalakshmi Bank. In Resolute

Mining, Eclectic has invested mainly in convertible notes, providing

a 12% return and a conversion opportunity. The Indian banks are

conservatively managed and structured, representing good

opportunities for investment at attractive values. North Atlantic

Smaller Companies was an opportunity to invest at a significant

discount to net asset value and the investment in subordinated

notes of F&C Asset Management was made on a substantial

income yield. 

Of last year’s ten largest holdings, only Trust Company, eBet and

Argus Group remain. During the period and in line with the strategy

to reduce gearing, the investments in Société des Bains de Mer,

Law Debenture and Aurora Investment Trust were realised for total

proceeds of £5.4m at a loss to book cost of £1.3m. 

DTI redeemed Eclectic’s holding of A$1.5m 2009 convertible notes

and we subscribed for A$0.5m of 2012 convertible notes and also

received warrants to subscribe for ordinary shares. As a result DTI

has dropped out of the ten largest holdings; DTI continues to

perform in line with our expectations.

We were extremely disappointed by the outturn for Austral Pacific,

where the principal lender took the decision to appoint receivers 

in April 2009, after discussions regarding the restructuring of the

company’s financing were unsuccessful. Eclectic had £3.9m

invested in the company in convertible preference shares and

ordinary shares and we are not anticipating any return from 

this investment.

The shares in Rubicon Europe Trust Group were suspended 

in November 2008, following the appointment of a receiver to 

the fund manager of the group. Eclectic had invested £1.1m in 

the ordinary shares and again, we have fully provided against 

this investment.

Trust Company remains the core and largest holding in the portfolio

and although the business has held up well in very difficult financial

markets, the share price has fallen by 46.3% even though the

impact of currency fluctuations on the year was marginal. This is

still a solid company and we would look for future value recovery. 

eBet also performed strongly, reducing debt and coming into

profitability and strong positive cash flow. 

During the year under review, the Australian dollar strengthened

slightly against Sterling from A$2.0727 to A$2.0146. 

Our stated aim has been to rebalance the portfolio, reducing the

concentration in the ten largest holdings – unfortunately it has

occurred in this period, due to the collapse in value of some key

holdings, although despite significant reinvestment in the portfolio.

The concentration has risen slightly to 72.6% (although if Trust

Company is excluded, the weighting of the next nine investments

has fallen). The process of adding new investments is ongoing, with

the number of investments in the portfolio at the year end at 38.

As always, although it is our intention to maintain and enhance

diversification in the portfolio, asset allocation is dependent on a

number of factors, including market conditions. 

The ten largest holdings are covered in more detail on pages 8 

to 10.

Investment portfolio down by 61.0% to £11.8m
Seek to continue the development of the portfolio and to protect value



6

Derivatives and CFDs

The Company has again continued to seek to use derivatives to

protect the portfolio against market volatility. 

Unfortunately, we took too positive a stance on the market and

capped out the put option positions prematurely between May

and August last year. In light of the reduced size of the Company,

we have now reduced the overall value of the derivatives positions

whilst at the same time increasing the relative net protection

provided by these positions.

We have also continued to hold CFDs to maintain our exposure 

to the market, including Trust Company, eBet and Videlli 

(formerly ERG). 

Gearing

A strategic decision was taken to reduce gearing in the light of the

crisis in financial and investment markets. At the balance sheet

date, bank loans and overdrafts were £1.2m (against £6.5m at 

31 May 2008), representing gearing on Net Assets of 9.3% 

(2008: 21.6%) and cash of £7.2m. The cash is principally used 

to margin call the CFD and derivative positions. 

Return

The consolidated loss after tax for the year was £16.8m 

(2008: profit of £0.2m) with a profit on revenue account of £0.1m

(2008: loss of £0.2m) and a loss on capital account of £16.9m

(2008: profit of £0.4m). The loss on capital account arises from

the losses on investments. The profit on the revenue account,

despite reduced investment income, arises from lower finance

costs on the reduced borrowings.

Conclusion

This has been an extremely disappointing year for Eclectic, 

even taking the financial market conditions into account, with

substantial losses in the portfolio, including some of the largest

holdings and the decision to close out the put option position.

The reduction in gearing and further progress in diversifying the

portfolio and making new investments are positive steps. 

For the coming year we will seek to preserve capital, looking for

investments at attractive values, in the equity or debt markets.

The financial sector is offering good opportunities in companies

unaffected by the sub prime collapse. We will also seek to utilise

investment instruments such as convertibles and options to

provide downside protection. 

INVESTMENT REPORT CONTINUED
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TEN LARGEST INVESTMENTS

(ORDINARY SHARES UNLESS OTHERWISE STATED)

At 31 May 2009
This Last Company (Country of listing) Fair Value % of Gross
Year Year Description £’000 Assets

1 (1) Trust Company (Australia) 4,744 33.7
Trustee and financial services

2 (–) Resolute Mining – Ordinary, 12% Conv Notes 31/12/2012 and 
Options 31/12/2011 (Australia) 1,351 9.6
Developer and operator of mines

3 (7) eBet Limited – Ordinary and 10% Redeemable Conv Notes 30/09/2010 (Australia) 1,145 8.1
Gaming systems

4 (–) South Indian Bank (India) 545 3.9
Banking

5 (–) North Atlantic Smaller Companies Investment Trust Ordinary and 10% 
Conv Notes 31/05/2013 (UK) 519 3.7
Investment company

6 (–) City Union Bank (India) 485 3.5
Banking

7 (9) Argus Group (Bermuda) 484 3.4
Insurance

8 (–) The Bank of N.T. Butterfield & Son (Bermuda) 430 3.1
Banking

9 (–) F&C Asset Management 6.75% 20/12/2026 (UK) 257 1.8
Investment Management

10 (–) Dhanalakshmi Bank (India) 256 1.8
Banking

Ten largest investments 10,216 72.6

Other investments (28) 1,585 11.3

Total investments 11,801 83.9

Current assets less current liabilities (excluding bank loans and overdrafts) 2,260 16.1

Gross Assets 14,061 100.0

Please refer to note 18 to the Financial Statements on page 41 regarding significant investment exposure to investments in contracts for difference. 

CLASSIFICATION OF ASSETS
2009 2008

£’000 % £’000 %

Equities 9,289 66.1 25,539 69.9
Convertible Securities 1,924 13.6 4,718 12.9
Fixed Interest Securities 588 4.2 — —
Current assets less current liabilities (excluding bank loans and overdrafts) 2,260 16.1 6,294 17.2

Gross Assets 14,061 100.0 36,551 100.0

GEOGRAPHICAL ANALYSIS
2009 2008

£’000 % £’000 %

Australia 7,783 55.4 14,939 40.9
India 1,537 10.9 1,497 4.1
United Kingdom 1,351 9.6 6,065 16.6
Bermuda 914 6.5 819 2.2
New Zealand 154 1.0 165 0.4
Europe 55 0.4 3,254 8.9
Asia 7 0.1 316 0.9
United States — — 3,202 8.8
Current assets less current liabilities (excluding bank loans and overdrafts) 2,260 16.1 6,294 17.2

Gross Assets 14,061 100.0 36,551 100.0



REVIEW OF THE TEN LARGEST INVESTMENTS

8

Trust Company Limited 

www.trust.com.au

“Trust Company” is a financial services company incorporated in

Australia and has its registered office at Level 3, 530 Collins Street,

Melbourne, VIC 3000. It is a listed company and its shares are

listed on the Australian Securities Exchange, with Melbourne as the

Home Exchange. Trust Company has strong market shares in

several core business, providing a range of services to individuals,

including fund management, estate administration, financial

planning and charitable trustee services, and institutional clients,

including custody and trustee services, from offices in Australia,

Hong Kong and Singapore.

In its financial year to 28 February 2009, Trust Company reported 

a creditable performance in very challenging financial markets, 

with EBITDA down by 8% and net profit after tax up by 2%. 

The company’s business model is resilient, in niche sectors of the

Australian financial services industry, with a high proportion of

annuity style revenues delivering relatively steady returns. The

balance sheet remained strong, with liquid assets of A$53.6m 

and no gearing. Dividends received for the financial year were 

142c per share, (54c in 2008) including a special dividend of 100c

arising from the profit on the sale of the joint venture with Bank of

New York.

Eclectic holds 5.9% of the company and the share price fell by

46.3% during the year, a disappointing outcome given the

resilience shown by the operations.

Resolute Mining Limited

www.resolute-ltd.com.au

“Resolute” is an experienced developer and operator of gold

projects, with an African portfolio focus and current projects in Mali

and Tanzania as well as Australia, including two operating mines.

Significant investment is being made in the redevelopment of a

major asset, the Syama mine in Mali. Resolute has a major

commitment to exploration focusing on adding value to existing

assets. Gold production for the year to 30 June 2009 is forecast to

be 330,000 ounces, an increase of 10% over the previous year.

In the half year to 31 December 2008, revenues from continuing

operations increased by 53%, net profit after tax was A$8.1m up

from a loss of A$47.8m (essentially from realised hedging losses) in

the corresponding period. Cash and bullion reserves stood at

A$41.8m and operating cash inflow for the period was A$41.3m,

against which borrowings stood at A$138m (including the

convertible notes). 

Since November 2008, Resolute has raised new capital totalling

A$63.7m in convertible notes and ordinary shares at prices up to

70c per ordinary share. At 31 May 2009 the share price was 70c.

Eclectic holds ordinary shares, convertible notes 2012 (convertible

at 50c per ordinary share) and options (exercisable at 60c per

ordinary share). During the year, Eclectic acquired ordinary 

shares and also participated in the issue of convertible notes in

December 2008.

eBet Limited

www.ebetgamingsystems.com

“eBet” is an Australian gaming systems company that develops

and markets a range of networked solutions for electronic gaming

machines. It has over 800 customers, with some 55,000 gaming

machines connected. The company has operations and

contractual arrangements in Australia, New Zealand, the

Philippines, South Korea, Vietnam and Singapore and an online

wagering division in the USA. eBet is the market leader in this

segment in Australia. 

eBet reported a net profit before tax for the year to 30 June 2009

of A$1.6m, up from A$0.1m in the preceding year, with revenues

down by 13.1% as a result of the external financial environment,

although recurring revenues increased by some 39% to constitute

some 42% of the total revenues. Cash flow from operations was

A$6.9m, resulting in a debt reduction of A$5.5m. The environment

for the gaming sector has been challenging and these results

reflect a strong performance for the year.

The ordinary share price at the year end was 5.3c, down 5.4% 

on the previous year. During the year, Eclectic purchased further

ordinary shares at an average price under 4c and now holds 

6.1% of the ordinary shares of eBet and 50% of the 10%

redeemable convertible notes 2010.

The South Indian Bank Ltd

www.southindianbank.com

“South Indian Bank” is one of the oldest banks in South India,

providing a range of traditional banking services to private

individuals and businesses in India with a strong focus on

technology and service delivery. It has over 500 branches spread

over 23 States and Union Territories. 
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For the year to 31 March 2009, South Indian Bank recorded its

highest ever net profit, of R1947.5m, an increase of 28.4% on the

previous year, a pleasing result in the current context of the world’s

financial markets. Capital adequacy ratios are high – 13.8% 

at the end of the 2008 financial year against a regulatory

requirement of 9.0%. 

Eclectic holds ordinary shares, priced at R96 per share at the year

end, showing a profit over book cost of 28.7% (including the

impact of exchange). In October 2008, South Indian Bank made a

bonus issue of ordinary shares on a 1 for 4 basis. 

North Atlantic Smaller Companies Investment Trust PLC

www.navalue.co.uk

“North Atlantic Smaller Companies” is a UK investment trust,

aiming to provide capital appreciation through investment in a

portfolio of smaller companies principally based in countries

bordering the North Atlantic Ocean. 

Eclectic holds ordinary shares and 10% convertible notes 2013. 

At the year end the ordinary share price was £7.45 against a fully

diluted net asset value per ordinary share of £9.69p, a discount of

23.1%. Eclectic acquired the ordinary shares during the year at 

an average cost of £6.29 and the convertible notes (also acquired

during the year) are showing a profit over book cost of 50%.

City Union Bank Ltd

www.cityunionbank.com

“City Union” is a long standing Indian bank, based in Tamil Nadu,

with over 200 branches spread around India, also focusing 

on traditional banking deposits and lending to private and 

business customers.

For the year to 31 March 2009, City Union posted net profit of

R1221.3m, up 20.1% on the previous financial year. City Union

also announced that it intends to raise R2.5bn over the next two

years to fund expansion.

Eclectic holds ordinary shares, acquired in the last financial year

and currently standing at a 50% profit over book cost.

Argus Group Holdings Limited

www.argus.bm

“Argus” is Bermuda’s largest domestic insurance company,

providing a broad range of insurance, retirement and financial

services to businesses and individuals. 

For the financial year to 31 March 2009, Argus announced its first

ever loss of BM$115.7m, resulting mainly from unrealised losses

on investments, attributed to global investment instability and

economic recession. The core business continued to perform

strongly, with gross premiums increasing by 6% and no major

catastrophic events. Shareholder equity stood at BM$114.8m.

At 31 May 2009, the share price was BM$7.05, down 55% from

the last year end price of BM$15.50. Eclectic has added to its

holding this year, bringing the average cost of the holding down 

to BM$14.94.

The Bank of N.T. Butterfield & Son Limited

www.butterfieldgroup.com

“Bank of Butterfield” is a full service community bank and a

provider of specialised international financial services based in

Bermuda. It offers a full range of community banking services in

Bermuda, Barbados and the Caymen Islands, to retail and

corporate customers. 

For the year to 31 December 2008, Bank of Butterfield reported

net income of BM$4.8m (against BM$146m for the previous year)

with total capital of BM$694m and a total capital ratio of 11.2%,

comfortably meeting its regulatory requirements. In June, Bank of

Butterfield announced an issue of US$200m 8% preference shares

which would have raised the total capital ratio to 15.1%. On the

balance sheet, BM$3.3bn was held in cash or deposits.

This holding was acquired in April 2009 at BM$4 together with a 

1 for 125 stock dividend in May 2009. At 31 May 2009, the share

price was BM$5.50.
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REVIEW OF THE TEN LARGEST INVESTMENTS CONTINUED

F&C Asset Management plc

www.fandc.com

“F&C” is an asset management company, with offices throughout

Europe, based in London, managing funds for over three million

clients. As at 31 March 2009, F&C had Euro 92.7bn under

management. 

For the year to 31 December 2008, earnings per share fell by 

25% to 7.8p. The Company has a robust balance sheet with 

total assets of £1,990.2m including £223.1m cash. 

Eclectic holds 6.75% subordinated notes 2026 which were

acquired in the last month of the financial year at an average cost

of £54.14, giving an effective yield on cost of 12.45%. At 31 May

2009 the bid price was £51.36.

Dhanalakshmi Bank Limited

www.dhanbank.com

“Dhanalakshmi” is a commercial bank in India with nearly 200

branches spread across eight states in India and approval to open

a significant number of new branches over the coming year. 

Its principal activities are the provision of banking and treasury

services to corporate and private customers. 

For the year to 31 March 2009, Dhanalakshmi reported net

income up by 101.9% on the previous year with a return on net

worth of 16%, targeted to grow to 25% by the 2010 financial 

year. The company is aiming to become one of the top five 

banks in India and plans to raise capital through bond issues to

fund this strategy.

Eclectic holds ordinary shares and the share price as at 31 May

2009 was R107.1, up 48.5% in the financial year.
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DIRECTORS, INVESTMENT TEAM, ADMINISTRATOR
AND SECRETARY

DIRECTORS
Anthony Bushell†

Chairman, aged 76, was a non-executive director of a number of

investment trusts, and formerly Chief Investment Manager of the

Bank of England. He was appointed to the Board on 1 April 1992

(when the Company’s name was The First Spanish Investment

Trust plc) and was appointed as Chairman on 26 March 1996.

Peter Burrows AO

Aged 62, a senior stockbroker with Bell Potter Securities. He was

formerly the chairman/chief executive of Burrows Limited (which

merged with McIntosh Baring Limited and was subsequently

acquired by Merrill Lynch), chairman of Garratts Limited and, a

director of FTR Holdings Limited, CRI Limited and ASX (Sydney)

Limited. Appointed to the Board on 6 April 1998.

Bruce Hervey†

Aged 67, spent over 35 years in the Australian stockbroking

industry. Originally a partner in an Australian company, he has

latterly served with UBS Warburg and HSBC Securities Limited.

Appointed to the Board on 22 January 2002.

Warren McLeland†

Aged 63, formerly a stockbroker and investment banker, is now

an adviser in fund management and business strategy to

companies. He is a director of Trust Company Limited and

Intellect Solutions Limited, in which the Company has

investments. Appointed to the Board on 6 April 1998.

All Directors are non-executive and independent.

The Board as a whole fulfils the function of the Nomination

Committee and the Remuneration Committee.

† Audit and Management Engagement Committee member 

INVESTMENT TEAM
Investment Manager

The Investment Manager, Ingot Capital Management Pty Limited

(“ICM”), is responsible for the investment portfolio. ICM is also 

the investment manager for Utilico Limited and Utilico Emerging

Markets Limited. ICM holds an Australian Financial Services

Licence.

Duncan Saville

Aged 52, is a director of Eclectic’s Investment Manager, ICM. He

is a chartered accountant with experience in corporate finance

and corporate investment. He has been a director of a number of

investment trusts and utility companies.

Sandra Pope

Aged 46, joined Eclectic on 1 July 2007 and assists in the running

of the Company and the investment portfolio, in conjunction with

the Investment Manager. She is a member of the Institute of

Chartered Accountants in England and Wales and worked in

corporate finance at Hill Samuel and Close Brothers for 8 years.

ADMINISTRATOR AND SECRETARY
Phoenix Administration Services Limited acts as Administrator and

Secretary to the Company.
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MAY 2009

The Directors submit their Report together with the audited

financial statements of the Company and Group for the year

ended 31 May 2009.

Results and Dividend 

The total loss for the year was £16,835,000 of which a profit of

£106,000 is attributable to revenue (2008: profit of £176,000, of

which a loss of £174,000 was attributable to revenue). A dividend

of 0.50p per Ordinary share is proposed in respect of the year

ended 31 May 2009 (2008: 0.75p per Ordinary share). If approved

by shareholders the dividend will be paid on 6 November 2009 to

shareholders whose names appear on the register at the close of

business on 16 October 2009 (ex-dividend 14 October 2009). 

Activities and Status

As an investment trust, the Directors conduct the affairs of the

Company with a view to obtaining approval as such for the

purposes of Section 842 of the Income and Corporation Taxes Act

1988 in order to obtain exemption from United Kingdom taxation on

capital gains. Such approval is given retrospectively by HM Revenue

and Customs (HMRC) in respect of each accounting period of the

Company and whilst HMRC approval has been given for the year

ended 31 May 2008, this does not preclude HMRC from

undertaking a subsequent enquiry into the Company’s tax return.

Proposals to trade the Company’s Ordinary shares on the

Alternative Investment Market of London Stock Exchange plc,

instead of the main market on which they are currently traded, and

to cancel the status of the Company as an investment trust are to

be put to shareholders at the forthcoming Annual General Meeting

of the Company.

The Company is an investment company as defined in Section 833

of the Companies Act 2006.

Business Review

The position of the Company, analysis of the development and

performance of the Company’s business during the year and main

trends/factors likely to affect future development are discussed in

the Chairman’s Statement on page 4 and the Investment Report

on pages 5 and 6. The performance of the Company’s NAV

against its benchmark key performance indicator is discussed in

the Chairman’s Statement.

The price of shares is subject to the interaction of supply and

demand, market and economic influences, Net Asset Value per

share and the general perceptions of investors. The share price will

accordingly fluctuate and the Company cannot guarantee that it

will appreciate in value. The Company’s activities are conducted

within operational and regulatory environments and could be

materially impacted by a failure of systems at third party service

providers, a loss of key member(s) of the investment management

team, breach of Section 842 Income and Corporation Taxes Act

1988 (for so long as the Company carries on business as an

investment trust) or breach of the UKLA Listing Rules or, if

applicable, the LSE’s AIM Rules. 

The principal risks in relation to financial instruments and how these 

are managed are discussed in the Financial instruments and capital

disclosures on pages 39 to 42.

The Company has one employee, who was employed as at the

financial year end, engaged on flexible terms for mutual

convenience whose employment may be terminated on 3 months’

prior notice other than in respect of a for cause termination. As an

investment company, whose sole business is to invest

shareholders’ monies, the Company has no direct impact on

social, community or environmental matters. 

Directors

Details of the Directors, all of whom served throughout the year

under review, are set out on page 11.

At the forthcoming Annual General Meeting in accordance with the

provisions of the Combined Code Messrs A Bushell, P Burrows

and W McLeland, who have each served as a Director of the

Company for more than nine years, will retire at the Annual General

Meeting and, being eligible, offer themselves for re-election.

The Board does not accept that length of service will necessarily

affect the independence of a Director. It considers that a long

period of familiarity with the Company’s affairs can be an asset to

the Board’s deliberations. The Board accordingly recommends that

shareholders vote in favour of the Resolutions proposing the

Directors’ re-election.

Directors’ Interests

The interests of the Directors in the securities of the Company are

set out below.

Ordinary shares of 25p

31 May 2009 31 May 2008

A F Bushell 30,000 30,000

P I Burrows 1,282,525 1,282,525

B C Hervey — —

W J McLeland 50,000 50,000

No changes in the above interests occurred between 31 May 2009

and 9 September 2009. None of the Directors has been granted or

exercised any rights to subscribe for shares of the Company.

No Director was a party to, or had an interest in, any contract or

arrangement with the Company.

Investment Manager

The Investment Manager, Ingot Capital Management Pty Ltd

(“ICM”), is engaged under the terms of an Investment Management

Agreement dated 15 September 2006, as amended by a
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Supplemental Agreement dated 20 October 2006, which may be

terminated by not less than twelve months’ notice by either party.

Details of the fees payable to ICM under the terms of the

Agreements can be found in notes 4 and 6 to the Financial

Statements on pages 31 and 32. 

During the year the Management Engagement Committee

conducted a review of the performance of ICM which it considers

is satisfactory. The Board, having received the Committee’s report

are of the opinion that the continued engagement of ICM under 

the current terms is in the interests of shareholders.

Following the ruling by the European Court of Justice that investment

management fees should be exempt from VAT, and the subsequent

decision by HM Revenue & Customs (HMRC) not to contest that

ruling, the Company submitted a claim and received during the year,

the sum of £9,154 for VAT written off on management fees.

Substantial Shareholdings

In addition to the Directors’ holdings listed on page 12, the

Company had been notified of the following significant holdings 

of 3% or more of the Company’s Ordinary shares carrying

unrestricted voting rights as at 31 May and 9 September 2009:

% held % held

31 May 2009 9 September 2009

National Life & Pensions 

(L) Limited 52.2 52.2

Apollo Fund plc 7.4 7.4

Lazard Asset Management 6.8 6.8

Custody Equity Management Limited 4.3 4.3

Share capital

At 31 May 2008 and 31 May 2009, the authorised share capital

was £10,500,000 divided into 42,000,000 Ordinary shares of 25p

each. The issued share capital of the Company at the year end

was £4,429,875 divided into 17,719,502 Ordinary shares of 25p

each (2008: £4,557,375 divided into 18,229,502 Ordinary shares

of 25p each). There were no changes to the capital structure

between 31 May 2009 and the date of this report.

At the Annual General Meeting of the Company held on 22 October

2008 shareholders approved a special resolution for the Company

to make market purchases of up to 2,732,602 Ordinary shares of

the Company. During the year the Company bought back 510,000

shares for an aggregate consideration of £204,410 (2008: nil) 

as part of its stated policy to buy back shares (where available). 

A special resolution to renew this authority will be submitted for

shareholders’ approval at the Annual General Meeting of the

Company on 26 October 2009.

The following sets out the respective rights and obligations

attaching to the Ordinary shares of the Company:

a) Voting: The Ordinary shares confer the right to receive notice

and to attend and vote at any General Meeting of the Company;

b) Dividend: The Ordinary shares carry the right to dividends

declared in accordance with the Articles of Association of the

Company;

c) Winding up: The assets of the Company may, on a winding up,

with the sanction of a resolution of the shareholders, be vested

in trustees upon trust for members or may be divided amongst

the members on the basis determined by the liquidator, subject

to relevant statutory protections. 

Powers of the Board

Subject to the provisions of the Companies Act, the Memorandum

and Articles of Association of the Company and to any directions

given by special resolution, the business of the Company shall be

managed by the Directors who may exercise all the powers of the

Company. No alteration of the Memorandum of Association or the

Articles and no such direction shall invalidate any prior act of the

Directors which would have been valid if that alteration had not

been made or that direction had not been given. 

The Directors may, by power of attorney or otherwise, appoint any

person to be the agent of the Company for such purposes and on

such conditions as they determine, including authority for the agent

to delegate all or any of his powers. 

The Directors may, subject to the restrictions set out in the Articles,

exercise all the powers of the Company to borrow money and to

mortgage or charge its undertaking, property and uncalled capital,

or any part thereof, and to issue debentures and other securities. 

Annual General Meeting

The notice convening the Annual General Meeting (“AGM”) of 

the Company to be held on Monday 26 October 2009 is set out 

at the end of this Annual Report.

Ordinary business 

Resolutions 1 to 7 in the notice convening the AGM set out the

routine ordinary business to be transacted at the meeting. These

resolutions involve the receipt and adoption of the Annual Report

and Accounts, approval of the Director’s Remuneration Report, 

the declaration of a dividend, the re-appointment of Directors, the

re-appointment of Grant Thornton UK LLP as auditor and the

authorisation of the Directors to set the auditor’s remuneration.

Special business

Resolution 8 – authority to allot unissued shares

Resolution 8 is proposed as an Ordinary Resolution to renew the

existing authority for the Directors to allot unissued share capital up to 

13
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an aggregate nominal amount of £1,476,625, equivalent to 5,906,500

Ordinary shares or approximately 33.33 per cent. of the Company’s

issued Ordinary share capital at the date of this Report. The Board has

no present intention of exercising the authority and would only do so 

if it believed it was advantageous to the Company and existing

shareholders, and would not result in a dilution of net asset value. 

By granting the authority, should suitable opportunities arise, the

Directors could issue Ordinary shares without the inconvenience and

cost of having to call a separate general meeting for the purpose. 

This authority will expire, unless previously varied, revoked or removed,

on the fifth anniversary of the date on which the resolution is passed.

Resolution 9 – authority to make market purchases of 

own shares 

The Board recommends that shareholders authorise the Company to

make market purchases of up to an aggregate of 2,656,150 Ordinary

shares, being 14.99% of the issued share capital of the Company at

the date of this Report. The Board believes that the ability to make

market purchases of Ordinary shares is a valuable mechanism to

enhance shareholder value. Purchases will only be made through the

market for cash at prices below the prevailing diluted net asset value

per Ordinary share when there will be a resulting financial benefit for

the remaining shareholders and where such purchases would be in

the best interests of shareholders generally. The Board has no current

intention of exercising the authority to make market purchases of

Ordinary shares. 

Under the Listing Rules of the UK Listing Authority, the price which

may be paid for the Ordinary shares under any buy back of shares

must not be more than 5% above the average of the market values

of the Ordinary shares for the five business days before the

purchase is made. Ordinary shares may not be purchased for less

than their par value of 25 pence per share. The Listing Rules require

that if the percentage of a class of shares in the hands of the public

falls below 25%, this may result in the suspension or cancellation of

listing of these shares on the Official List of the UK Listing Authority.

Shares held by directors or persons connected with a director of

the issuer or any person who is interested in 5% or more of the shares

of the relevant class are deemed not to be held in public hands. It is

possible, given the holdings of shareholders who hold more than

5% of the Ordinary shares, that if the buy back authority sought in

Resolution 9 to be proposed at the AGM were exercised in full, the

percentage of Ordinary shares deemed to be held in public hands

would fall below 25%. Accordingly, the Directors will not exercise

the authority to buy back Ordinary shares where this would cause

the percentage of shares deemed to be held in public hands to fall

below 25% whilst the Company remains bound by the Listing Rules. 

Resolution 9, to be proposed as a Special Resolution, will give the

Directors the flexibility of either cancelling the bought back shares or

holding them in treasury.

Resolution 10 – disapplication of statutory pre-emption rights 

The Directors consider it advisable to renew their authority, due to

expire at this year’s Annual General Meeting, to allot equity

securities for cash other than to existing shareholders pro rata to

their holdings. This authority will enable the Directors, at any time

until the Annual General Meeting in 2010, to allot equity securities

wholly for cash in connection with a rights issue or otherwise 

up to an aggregate nominal amount of £221,493. This limited

disapplication of pre-emption rights will allow the Directors to allot

up to 885,972 Ordinary Shares, representing approximately 5 per

cent. of the issued equity share capital as at the date of this

Report. Resolution 10 will be proposed as a Special Resolution.

Resolution 11 – Adoption of new Articles of Association

There have been a number of legislative, regulatory and best

practice developments affecting public companies since the

Company’s articles of association were last subject to significant

review, including the enactment of the Companies Act 2006 which

has come into force in stages, with full implementation taking effect

on 1 October 2009. The Board considers it prudent to replace the

Company’s current articles of association with new articles which

take account of those developments (the “New Articles”). 

Your Board is proposing Resolution 11 as a Special Resolution at

the Annual General Meeting to adopt the New Articles.

A summary of the material changes proposed to be brought about

by the adoption of the New Articles is set out in the Appendix to

this Annual Report. Other changes, which are of a minor, technical

or clarifying nature, have not been separately noted in the Appendix. 

A copy of the New Articles will be available for inspection at the

registered office of the Company and at the offices of Dickson Minto

W.S. at Royal London House, 22/25 Finsbury Square, London 

EC2A 1DX during normal business hours on any weekday (Saturdays,

Sundays and public holidays excepted) from the date of the notice of

the AGM until the conclusion of the Annual General Meeting, and at

the venue of the Annual General Meeting from 11.45 am until the

conclusion of the meeting. The New Articles will also be available 

for inspection at any time on the Company’s website:

www.eclecticinvest.com

Resolutions 12 & 13 – cancellation of listing on the Official List,
admission to trading on the Alternative Investment Market,
change of name, and approval of investing policy

Shareholders are referred to the Circular which accompanies this

Annual Report for details regarding Resolution 12 (cancellation of 

the listing of the Company’s Ordinary shares on the Official List,

admission of those shares to the Alternative Investment Market and

the change of name of the Company), and Resolution 13 (seeking

approval of the Company’s investing policy).

REPORT OF THE DIRECTORS CONTINUED
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Recommendation

The Directors consider that the passing of the Resolutions to be

proposed at the Annual General Meeting is in the best interests 

of the Company and its shareholders as a whole and they

unanimously recommend that shareholders vote in favour of all

Resolutions as they themselves intend to do.

Creditors’ Payment Policy

It is the Company’s policy to obtain the best terms for all business

including purchases of investments and to abide by those agreed

terms. The Company had no trade creditors (creditors’ days: nil) at

either 31 May 2009 or 31 May 2008.

Auditor
Grant Thornton UK LLP, Chartered Accountants, have indicated
their willingness to continue in office and a resolution will 
be proposed at the forthcoming Annual General Meeting to 
re-appoint them as auditor and to authorise the Directors to
determine the auditor’s remuneration for the ensuing year.

On behalf of the Board
Phoenix Administration Services Limited
Secretary
9 September 2009

Statement of Directors’ responsibilities in respect of the
Annual Report and the financial statements
The Directors are responsible for preparing the Annual Report and
the Group and parent Company financial statements in accordance
with applicable law and regulations.

Company law in the United Kingdom requires the Directors to
prepare Group and parent Company financial statements for each
financial year. Under that law they are required to prepare the
Group financial statements in accordance with IFRS as adopted by
the EU and have elected to prepare the parent Company financial
statements on the same basis.

The Group and parent Company financial statements are required
by law and IFRS as adopted by the EU to present fairly the
financial position of the Group and parent Company and the
performance for that period; the Companies Act 2006 provides in
relation to such financial statements that references in the relevant
part of that Act to financial statements giving a true and fair view
are references to their achieving a fair presentation.

In preparing each of the Group and parent Company financial
statements, the Directors are required to:

● select suitable accounting policies and then apply them
consistently;

● make judgements and estimates that are reasonable and
prudent;

● state whether they have been prepared in accordance with
IFRS as adopted by the EU; and

● prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the Group and the
parent Company will continue in business.

The Directors are responsible for keeping proper accounting records
that disclose with reasonable accuracy at any time the financial
position of the Group and parent Company and enable them to
ensure that its financial statements comply with the Companies Act
2006. They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the Group and
to prevent and detect fraud and other irregularities.

The Directors are responsible for ensuring that the Report of the
Directors and other information included in the Annual Report is
prepared in accordance with company law in the United Kingdom.
They are also responsible for ensuring that the Annual Report
includes information required by the Rules of the UK Listing Authority.

Financial statements of the Company are published on
http://www.eclectictrust.com. The Directors are responsible for
ensuring the maintenance and integrity of the information relating 
to the Company published on this website. Legislation in the
United Kingdom governing the preparation and dissemination 
of financial statements may differ from legislation in other
jurisdictions.

Disclosure of information to auditor
The Directors who held office at the date of approval of the Report
of the Directors confirm that, so far as they are aware, there is no
relevant audit information of which the Company’s auditor is
unaware; and each Director has taken all of the steps that he
ought to have taken as a Director to make himself aware of any
relevant audit information and establish that the Company’s auditor
is aware of that information.

Going Concern 

After considering the Company’s current financial resources, as the
majority of the Net Assets of the Company are securities which are
traded on recognised stock exchanges, the Directors are satisfied
that its resources are adequate for continuing in business for the
foreseeable future and that it is appropriate to prepare the financial
statements on a going concern basis.

Declaration
The non-executive Directors listed on page 11, being the persons
responsible, hereby confirm to the best of their knowledge:

● that the financial statements have been prepared in accordance
with applicable accounting standards and give a true and fair
view of the assets, liabilities, financial position and profit or loss
of the Group; and

● the Management Report (which comprises the Chairman’s
Statement and the Business Review) includes a fair review of
the development and performance of the business and the
position of the Group together with a description of the
principal risks and uncertainties that the Group faces.

The Annual Report and the Group financial statements were
approved by the Board on 9 September 2009 and signed on
behalf of the Board by the Chairman, Mr Anthony Bushell.
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The Board supports high standards of corporate governance and

the following is the Directors’ Statement of Compliance with the

Combined Code on Corporate Governance issued by the

Financial Reporting Council (“FRC”) (“the Combined Code”)1 and

the Principles contained within the Code of Corporate Governance

published in March 2009 by the Association of Investment

Companies (“AIC”) (“the AIC Principles”).1

The Board has carried out a review of the provisions of the

Combined Code and the AIC Principles and confirms that it has

complied throughout the period under review with the Combined

Code and has followed the AIC Principles, subject to those

aspects explained below where the Company has not complied or

does not feel it appropriate for a Company of this size to do so.

The Board of Directors 

For the year to 31 May 2009 the Board consisted of four

members, all of whom are non-executive and independent of the

Investment Manager. Particulars of the Directors are set out on

page 11. The Board has considered the need to appoint a senior

independent Director but believes this is not necessary as all the

Directors, including the Chairman, are independent.

The Directors normally meet as a Board on a quarterly basis, the

Audit Committee at least twice each year, the Management

Engagement Committee at least once each year and the Nomination

and Remuneration Committees meet as and when required.

The number of meetings of the Board and Committees is given

below, together with individual Director’s attendance or

participation by telephone conference call at those meetings:

Management
Audit Engagement

Board Committee Committee

Number held 4 2 1

A F Bushell 4 2 1

P I Burrows 4 n/a n/a

B C Hervey 4 2 1

W J McLeland 3 1 1

The Board lays down guidelines within which the Investment

Manager implements investment policy but has a schedule of

matters reserved for the resolution of the Directors. A full report

on the investment holdings and performance is received from the

Investment Manager and discussed at Board meetings. The

Investment Manager also reports regularly to the Board on the

Company’s financial position. 

All Board members have access to the advice and services of the

Company Secretary, who is responsible to the Board for ensuring

that the Company complies with the UK Listing Authority Rules,

the statutory provisions of the Companies Acts and other

applicable regulations, and with Board procedures. The

appointment and replacement of the Company Secretary is a

matter for the Board as a whole. The Directors also have the

facility to take independent professional advice, where necessary,

at the Company’s expense.

Board Structure 

There is a clear division of responsibilities between the Chairman,

the Board, the Investment Manager and other third party service

providers. No single Director has unfettered powers of decision. 

The Chairman is responsible for leadership of the Board ensuring 

its effectiveness on all aspects of its role, and ensures that the

Directors receive accurate, timely and clear information. The Board

leads on matters concerning the Company’s investment objective,

gearing, capital structure, governance, the appointment of service

providers and liaison with shareholders. Representatives of the

Investment Manager and the Secretary attend or participate by

telephone conference call at each Board meeting. The Board, the

Investment Manager and Secretary operate in a supportive and

cooperative manner.

Board Independence

The Board is fully independent of the Investment Manager and

recognises that its prime purpose is to direct the business so as

to maximise shareholder value within a framework of proper

controls. 

Evaluation of the Performance of the Board 

The Board conducts evaluations of the performance of the Board,

its Committees, individual Directors and third-party service

providers. The evaluations are led by the Chairman; other than in

respect of the appraisal of his own performance which is led by

Mr B Hervey; using regular informal evaluations. The Board is

satisfied from the results of the appraisals that the individual

Directors, the Board Committees and third party service providers

function effectively, collectively and individually, and that the Board

contains an appropriate balance of skills and experience for the

effective management of the Company.

CORPORATE GOVERNANCE STATEMENT

1 The Combined Code and the AIC Principles are respectively available on the
following web-sites: www.frc.org.uk/corporate/combinedcode.cfm
www.theaic.co.uk/files/technical/AICCode.pdf



Re-election of Directors 

In accordance with Principle A.7.2 of the Combined Code,

Messrs A Bushell, P Burrows and W McLeland who have each

served as Directors of the Company for more than nine years, will

retire at the forthcoming Annual General Meeting and being eligible

offer themselves for re-election.

The biographies of the Directors are set out on page 11 of this

Report. None of the Directors consider longevity of service as an

impairment to independence or judgement but were this to

become the case the relevant Director(s) would stand down. 

The individual Directors demonstrate considerable experience and

expertise in the financial services and investment sectors and 

each Director makes a significant contribution to the Board’s

deliberations. The Board fully supports the re-election of each

Director at the forthcoming Annual General Meeting of the

Company.

Remuneration Committee

The Board as a whole fulfils the function of a Remuneration

Committee which meets periodically. Notwithstanding Provision 

B 2.1 of the Combined Code, the Board considers that as only 

two of the Directors are based in the UK, chairmanship of the

Remuneration Committee by the Chairman of the Board is the

most appropriate arrangement for the Company. Pursuant to 

the Company’s current Articles of Association, the aggregate

remuneration of the Directors shall not exceed £75,000 per annum.

Under the UK Listing Rules, where an investment trust company

has no executive directors, the Code’s provisions relating to

executive directors’ remuneration do not apply. Details of the

Directors’ fees are given in the Directors’ Remuneration Report on

pages 20 and 21. The Company arranges appropriate insurance

cover in respect of any legal action against the Directors.

Nomination Committee

The Board as a whole fulfils the function of a Nomination

Committee which considers appointments to the Board.

The Directors have between them many years’ collective

experience within the industry and a broad knowledge of

individuals who would have the necessary skills to promote and

develop the Company. Accordingly the Nomination Committee

does not consider it necessary to engage the services of third

party search consultants unless no such suitably skilled individuals

can be identified by the members of the Committee. 

Management Engagement Committee

Mr A Bushell (as Chairman), Mr B Hervey and Mr W McLeland

comprise the Management Engagement Committee which

considers the terms of engagement with Ingot Capital Management

Pty Limited and Phoenix Administration Services Limited and the

fees and other remuneration payable. (See note 6 to the Financial

Statements.)

It is the sole responsibility of the Investment Manager to take

decisions on the purchase and sale of individual investments.

The Company has authorised the Investment Manager to vote on

shares held in investee companies at its discretion having regard to

the best interests of the Company on ordinary business but the

Investment Manager is required to consult with the Chairman

before voting on special business.

Financial Reporting

A list of the ten largest investments held by the Company

constituting the majority of the Company’s investment in the

portfolio is given on page 7.

Details of the Company’s multi-currency revolving credit (“facility”)

with The Royal Bank of Scotland International (the “Bank”) are

disclosed in note 18 to the Financial Statements. The covenants

relating to the facility are continuously monitored. The facility was

renewed by the Bank in January 2009 at a borrowing limit of £3.0m.

Internal Control

There is an ongoing process for identifying, evaluating and

managing those risks which are significant for the Group, reflecting

the guidance for Directors provided by the Financial Reporting

Council (“FRC”) in ‘Internal Control Revised Guidance for Directors

on the Combined Code’. This process has been in place for the

year ended 31 May 2009 and up to the date of approval of the

Annual Report and is regularly reviewed by the Board.

The Board has ultimate responsibility for ensuring that the

Company’s service providers implement and operate suitable

accounting and internal control systems designed to prevent 

and detect fraud and error, and for reviewing their effectiveness. 

An independent custodian is appointed with responsibility for

safeguarding the Group’s assets. There are clearly defined

responsibilities between the Board, the Custodian, the Investment

Manager, the Secretary and Administrator with detailed operating

procedures in place. The internal controls operated by the Board 
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include the authorisation of the investment strategy and regular

reviews of the investment performance and financial results. 

The system is designed to manage rather than eliminate the risk 

of being unable to meet business objectives and can provide

reasonable but not absolute assurance against material

misstatements or loss, as explained by the FRC’s guidance. 

The Board has monitored the operation and effectiveness of the

Group’s system of internal controls during the period through its

ongoing identification, assessment and management of the

Group’s key risks, and an annual review of the Group’s risk matrix

is undertaken by the Audit Committee. 

The Board has contractually delegated the management of the

investment portfolio to the Investment Manager, Ingot Capital

Management Pty Limited, the day to day administration and

company secretarial functions to Phoenix Administration Services

Limited, and the custodial services to the Northern Trust

Corporation. These contracts are only entered into after full

consideration by the Board of the services undertaken. 

The Investment Manager has established an internal control

framework to provide reasonable assurance on the effectiveness of

internal controls operated on behalf of its clients. The Investment

Manager’s compliance and risk department assesses and reports 

to the Board on the effectiveness of the internal controls and the

business risk exposure of the Investment Manager.

The Administrator’s internal controls provide an effective means of

control covering business, operational, compliance and financial

risks of the Group. A report on these internal controls is provided

to the Board at least annually.

The Audit Committee undertakes an annual review of the

internal and financial controls of the Investment Manager, the

Administrator and the Custodian. 

Audit Committee 

The Group’s Audit Committee comprises Mr A Bushell (as

Chairman), Mr B Hervey and Mr W McLeland. The constitution of

the Committee satisfies the requirement of Principle C.3.1 of the

Combined Code. Notwithstanding Principle 2.4 of the Financial

Reporting Council’s Guidance on Audit Committees, the Board

considers that as only two of the Directors are based in the UK,

chairmanship of the Audit Committee by the Chairman of the

Board is the most appropriate arrangement for the Company. 

All members of the Committee are independent and have

considerable knowledge of the investment industry. The Board is

satisfied that all members of the Audit Committee have recent 

and relevant competence and experience.

The Audit Committee monitors the integrity of the financial

statements of the Company, and reviews any formal

announcements relating to the Company’s financial performance

and the financial reporting judgements contained therein.

The Audit Committee also monitors and reviews annually the

objectivity, effectiveness and qualification of the auditor, the

auditor’s independence, the scope and fees for non-audit work

and, in particular, requires that any non-audit work is undertaken

by the auditor’s staff not engaged in the provision of audit services. 

Based on the monitoring and audit process, the Audit Committee

makes recommendations to the Board on the appointment, 

re-appointment and remuneration of the auditor. The auditor

currently provides tax compliance services to the Company. The

Committee considers the scope of any non-audit work proposed

to be undertaken by the auditor and the fees payable for such

work, in advance of engagement.

The responsibilities of the Audit Committee also include the review

of internal controls and the Company’s risk matrix, accounting

policies, financial statements and the carrying value of any

unquoted investments. 

The Audit Committee meets at least twice each year with

representatives of the Investment Manager who report on the

proper conduct of the Investment Manager’s business and internal

controls in accordance with the regulatory environment in which

both the Group and the Investment Manager operate. Minutes of

the Audit Committee’s meetings are formally recorded and reported

to the Board by the Chairman. The Company’s Auditor also

attends Audit Committee meetings at least once a year and reports

on their work procedures, the quality and effectiveness of the

Company’s accounting procedures and their findings in relation to

the Company’s statutory audit. 

The Audit Committee and the Board are satisfied from a review of

both the audit and non-audit work undertaken for the Company by

its Auditor during the year that the auditor’s independence was not

compromised during the year nor is likely to be compromised in

the foreseeable future. The Board has accepted the Audit

Committee’s recommendation that a proposal to re-appoint Grant

Thornton UK LLP, as the Group’s Auditor, be considered at the

forthcoming Annual General Meeting. 

As the Group’s investment management, accounting and custodial

activities are carried out by third party service providers, the Board

does not consider it necessary to have a separate internal audit

function. The Audit Committee reviews the whistle blowing

procedures of the Investment Manager. 

CORPORATE GOVERNANCE STATEMENT CONTINUED
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The Audit Committee satisfies itself about the effectiveness of internal

controls by requiring service providers to report and give assurance

on their controls to the Audit Committee. Although the Directors can

thereby provide reasonable assurance against material misstatement

or loss, they acknowledge that risk cannot be eliminated altogether.

Their approach to managing internal control and risk conforms to the

recommendations of the Internal Control – Revised Guidance for

Directors on the Combined Code. The Board confirms that in this

manner it has reviewed the effectiveness of the Company’s internal

controls for the period under review, taking into account matters

arising up to the date of the Annual Report. 

Shareholder Relations 

The Company, through the Investment Manager, has regular

contact with its institutional shareholders and the views of

shareholders are communicated to the Board. The Board supports

the principle that the Annual General Meeting (“AGM”) provides 

a constructive opportunity to facilitate communication with the

Company’s investors, and encourages shareholders to attend 

and participate in the AGM. The provisions of the Combined Code

where appropriate in relation to the forthcoming AGM have been

implemented in this Annual Report. 

The following may be inspected at the Registered Office of the

Company during normal business hours: 

The Terms of Reference for Committees of the Board

The terms and conditions of appointment of the Directors

Social, Economic and Environmental Matters

As an investment trust, the Company has no direct impact on

social, economic and environmental issues.

Annual General Meeting 

The Annual General Meeting of the Company will be held on

Monday 26 October 2009 at 12 noon and the Notice of Meeting is

set out on pages 44 and 45. In accordance with the Combined

Code, the Notice of Meeting is circulated more than 

20 working days before the meeting. Details of the Proxy votes

received in respect of each resolution will be available to

shareholders at the meeting and subsequently on the 

Company’s website.



DIRECTORS’ REMUNERATION REPORT

The Company has prepared this Report, in accordance with the

requirements of Schedule 8 of the Large and Medium-sized

Companies and Groups (Accounts and Reports) Regulations 2008.

An ordinary resolution for the approval of this Report will be put 

to shareholders at the Annual General Meeting. 

The law requires a Company’s auditors to audit certain of the

disclosures provided. Where disclosures have been audited, they

are indicated as such. The Auditor’s opinion is included in the

Independent Auditor’s Report on page 22. 

Remuneration Committee 

All Directors are non-executive and the Board as a whole fulfils the

function of a Remuneration Committee. The Board last reviewed

the Directors’ fees in February 2007. The Directors’ emoluments

for the year are shown in the table on page 21.

Policy on Directors’ Fees 

The Board’s policy is that the remuneration of non-executive

Directors should reflect the experience of the Board as a whole, be

fair and comparable to that of other investment companies that are

similar in size, have a similar capital structure and a similar

investment objective. It is intended that this policy will continue for

the year ending 31 May 2010.

Pursuant to the Company’s current Articles of Association, Directors’

fees are limited to a maximum aggregate of £75,000 per financial

year. It is proposed that the cap on Directors’ fees be increased to

£100,000 per financial year, subject to the approval by shareholders 

of new Articles of Association as proposed in Resolution 11 to be

considered at the forthcoming Annual General Meeting. Directors 

are not eligible for bonuses, performance remuneration, pension

entitlements, share options, long-term incentive schemes or other

benefits. No Director may vote on his own remuneration. 

Directors’ Service Contracts 

It is the Board’s policy that none of the Directors has a service

contract. The terms of their appointment provide that a Director

shall retire and be subject to election at the first Annual General

Meeting after their appointment and re-election at least every three

years thereafter. The terms also provide that a Director may be

removed without notice and that compensation will not be due on 

leaving office.

Company’s performance 

The graph below compares the total return (assuming all dividends

are reinvested) to Ordinary shareholders compared to the

Company’s benchmark which is based on the FTSE Actuaries

Government Securities UK Gilts 5 to 10 Years Index. 
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Share price

31-May-2005 31-May-2006 31-May-2007 31-May-2008 31-May-2009

70.00%

50.00%

30.00%

10.00%

-10.00%

-30.00%

-50.00%

The post tax average annual yield on the FTSE Actuaries Government Securities UK Gilts 5 to 10 years Index plus the 
average UK inflation by reference to the UK All Items Retail Price Index (excluding mortgage interest) plus a two 
percentage point hurdle, as used to calculate the management performance fee (see note 6 to the financial statements). 

Eclectic Investment Trust plc total shareholder return against the FTSE Actuaries Government Securities 
UK Gilts 5 to 10 years Index 
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Directors’ Emoluments for the years ended 31 May (audited)

2009 2008

£ £

A F Bushell* 25,000 25,000

P I Burrows† 12,500 12,500

B C Hervey 12,500 12,500

W J McLeland 12,500 12,500

62,500 62,500

* Chairman of the Board and Audit Committee

† Paid to Trabatu Pty Limited for the services of P I Burrows to act

as a Director of the Company.

This Remuneration Report was approved by the Directors on

9 September 2009 and signed on their behalf by:

Phoenix Administration Services Limited

Secretary
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS 

OF ECLECTIC INVESTMENT TRUST PLC

We have audited the financial statements of Eclectic Investment

Trust PLC for the year ended 31 May 2009 which comprise the

Consolidated Income Statement, the Consolidated and Company

Statements of Changes in Equity, the Consolidated and Company

Balance Sheets, the Consolidated and Company Cash Flow

Statements, and the related notes. The financial reporting

framework that has been applied in their preparation is applicable

law and International Financial Reporting Standards (IFRSs) as

adopted by the European Union and, as regards the parent

Company financial statements, as applied in accordance with the

provisions of the Companies Act 2006.

This report is made solely to the Company’s members, as a body,

in accordance with Sections 495, 496 and 497 of the Companies

Act 2006. Our audit work has been undertaken so that we might

state to the Company’s members those matters we are required 

to state to them in an auditor’s report and for no other purpose. 

To the fullest extent permitted by law, we do not accept or 

assume responsibility to anyone other than the Company and 

the Company’s members as a body, for our audit work, for this

report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement

set out on page 15, the Directors are responsible for the

preparation of the financial statements and for being satisfied that

they give a true and fair view. Our responsibility is to audit the

financial statements in accordance with applicable law and

International Standards on Auditing (UK and Ireland). Those

standards require us to comply with the Auditing Practices Board’s

(APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is

provided on the APB’s website at www.frc.org.uk/apb/scope/UKP

Opinion on financial statements

In our opinion:

● the financial statements give a true and fair view of the state of

the Group’s and of the parent Company’s affairs as at 31 May

2009 and of the Group’s loss for the year then ended; 
● the Group financial statements have been properly prepared in

accordance with IFRS as adopted by the European Union; 
● the parent Company financial statements have been properly

prepared in accordance with IFRS as adopted by the European

Union and as applied in accordance with the provisions of the

Companies Act 2006; and

● the financial statements have been prepared in accordance

with the requirements of the Companies Act 2006 and, 

as regards the Group financial statements Article 4 of the 

IAS regulations.

Opinion on other matter prescribed by the Companies 

Act 2006

In our opinion:

● the part of the Directors’ Remuneration Report to be audited

has been properly prepared in accordance with the Companies

Act 2006; and
● the information given in the Directors’ Report for the financial

year for which the financial statements are prepared is

consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following:

Under the Companies Act 2006 we are required to report to you if,

in our opinion:

● adequate accounting records have not been kept by the parent

Company, or returns adequate for our audit have not been

received from branches not visited by us; or
● the parent Company financial statements and the part of the

Directors’ Remuneration Report to be audited are not in

agreement with the accounting records and returns; or
● certain disclosures of Directors’ remuneration specified by law

are not made; or
● we have not received all the information and explanations we

require for our audit.

Under the Listing Rules, we are required to review:

● the Directors’ statement, set out on page 15, in relation to

going concern; and 
● the part of the Corporate Governance Statement relating to the

Company’s compliance with the nine provisions of the 2006

Combined Code specified for our review.

Julian Bartlett

Senior Statutory Auditor

for and on behalf of

Grant Thornton UK LLP

Statutory Auditor,

Chartered Accountants

9 September 2009
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31 May 2009 31 May 2008

Revenue Capital Total Revenue Capital Total

Notes £’000 £’000 £’000 £’000 £’000 £’000

Income

Investment income 2 760 1,172 1,932 1,158 — 1,158

Other income 3 40 — 40 58 — 58

Losses on investments designated at fair value 

through profit or loss:

Non current assets 11 — (15,794) (15,794) — (43) (43)

(Losses)/gains on current assets held at fair value 

through profit or loss:

Derivatives — (2,939) (2,939) — 1,455 1,455

Forward currency contracts — — — — (234) (234)

Exchange gains/(losses) on currency balances — 814 814 — (810) (810)

800 (16,747) (15,947) 1,216 368 1,584

Expenses

Investment management fee 4 (62) — (62) (159) — (159)

Other expenses 5 (415) (6) (421) (338) (18) (356)

Finance costs 7 (341) — (341) (875) — (875)

(818) (6) (824) (1,372) (18) (1,390)

(Loss)/profit before tax (18) (16,753) (16,771) (156) 350 194

Taxation 8 124 (188) (64) (18) — (18)

Profit/(loss) for the year 106 (16,941) (16,835) (174) 350 176

Earnings per Ordinary share 10

Basic – Ordinary shares 0.58p (93.69)p (93.11)p (0.95)p 1.92p 0.97p

The total column of this statement represents the Group’s Income Statement, prepared in accordance with IFRS. The revenue and capital

columns are supplementary to this and are prepared under the guidance published by the Association of Investment Companies. All items in

the above statement derive from continuing operations.

The revenue column above represents the profit or loss account of the Group.

The notes on pages 28 to 42 form part of these Financial Statements.

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MAY 2009
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CONSOLIDATED AND COMPANY STATEMENTS
OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MAY 2009

Group
Year ended 31 May 2008

Ordinary Capital
share Share redemption Capital Revenue

capital premium reserve reserve reserve Total
£’000 £’000 £’000 £’000 £’000 £’000

At 31 May 2007 4,557 7,049 500 19,568 (1,499) 30,175
Profit/(loss) for the period — — — 350 (174) 176
Ordinary dividend paid (see note 9) — — — — (273) (273)

At 31 May 2008 4,557 7,049 500 19,918 (1,946) 30,078

Group
Year ended 31 May 2009

Ordinary Capital
share Share redemption Capital Revenue

capital premium reserve reserve reserve Total
£’000 £’000 £’000 £’000 £’000 £’000

At 31 May 2008 4,557 7,049 500 19,918 (1,946) 30,078
(Loss)/profit for the period — — — (16,941) 106 (16,835)
Share buyback 6 February 2009 (27) — 27 (44) — (44)
Share buyback 18 February 2009 (100) — 100 (160) — (160)
Ordinary dividend paid (see note 9) — — — — (137) (137)

At 31 May 2009 4,430 7,049 627 2,773 (1,977) 12,902

Company
Year ended 31 May 2008

Ordinary Capital
share Share redemption Capital Revenue

capital premium reserve reserve reserve Total
£’000 £’000 £’000 £’000 £’000 £’000

At 31 May 2007 4,557 7,049 500 17,254 743 30,103
Profit/(loss) for the period — — — 335 (159) 176
Ordinary dividend paid (see note 9) — — — — (273) (273)

At 31 May 2008 4,557 7,049 500 17,589 311 30,006

Company
Year ended 31 May 2009

Ordinary Capital
share Share redemption Capital Revenue

capital premium reserve reserve reserve Total
£’000 £’000 £’000 £’000 £’000 £’000

At 31 May 2008 4,557 7,049 500 17,589 311 30,006
Loss/(profit) for the period — — — (16,970) 135 (16,835)
Share buyback 6 February 2009 (27) — 27 (44) — (44)
Share buyback 18 February 2009 (100) — 100 (160) — (160)
Ordinary dividend paid (see note 9) — — — — (137) (137)

At 31 May 2009 4,430 7,049 627 415 309 12,830

The notes on pages 28 to 42 form part of these Financial Statements.
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31 May 31 May)

2009 2008)

Notes £’000 £’000)

Non current assets

Investments designated at fair value through profit or loss 11 11,801 30,257

Current assets

Investments designated at fair value through profit or loss 11 2 2

Derivatives held at fair value through profit or loss 18 488 4,078

Other receivables 12 129 341

Cash and cash equivalents 7,241 6,561

7,860 10,982

Total assets 19,661 41,239

Current liabilities

Derivatives held at fair value through profit or loss 18 (5,051) (4,245)

Other payables 13 (549) (443)

Bank loans and overdrafts (1,159) (6,473)

(6,759) (11,161)

Net assets 12,902 30,078

Equity attributable to equity shareholders

Ordinary share capital 14 4,430 4,557

Share premium 7,049 7,049

Capital redemption reserve 627 500

Capital reserve 15 2,773 19,918

Revenue reserve (1,977) (1,946)

Total equity 16 12,902 30,078

Net asset value per Ordinary share:

– Basic 16 72.81p 165.00p

The Financial Statements on pages 23 to 42 were approved by the Board of Directors on 9 September 2009 and were signed on its behalf by:

Anthony Bushell 
Chairman

The notes on pages 28 to 42 form part of these Financial Statements.

CONSOLIDATED BALANCE SHEET
AS AT 31 MAY 2009



31 May 31 May

2009 2008

Notes £’000 £’000

Non current assets

Investments designated at fair value through profit or loss 11 11,803 30,259

Current assets

Derivatives held at fair value through profit or loss — 538

Global Equity Risk Protection ‘C’ designated at fair value through profit or loss 11 560 2,976

Other receivables 12 129 338

Cash and cash equivalents 7,113 6,557

7,802 10,409

Total assets 19,605 40,668

Current liabilities

Derivatives held at fair value through profit or loss 18 (5,020) (3,692)

Other payables 13 (596) (497)

Bank loans and overdrafts (1,159) (6,473)

(6,775) (10,662)

Net assets 12,830 30,006

Equity attributable to equity shareholders

Ordinary share capital 14 4,430 4,557

Share premium 7,049 7,049

Capital redemption reserve 627 500

Capital reserve 15 415 17,589

Revenue reserve 309 311

Total equity 12,830 30,006

The Financial Statements on pages 23 to 42 were approved by the Board of Directors on 9 September 2009 and were signed on its behalf by:

Anthony Bushell

Chairman

The notes on pages 28 to 42 form part of these Financial Statements.
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COMPANY BALANCE SHEET
AS AT 31 MAY 2009
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Group Company Group Company

2009 2009 2008 2008

Notes £’000 £’000 £’000 £’000

Cash inflow from operating activities

(Loss)/profit before taxation (16,771) (16,771) 194 194

Losses on investments designated at fair value through profit or loss 15,794 15,794 43 43

Exchange (gains)/losses on currency balances (814) (571) 810 799

Decrease in other debtors 3,645 1,358 7,355 6,681

Decrease/(increase) in accrued income 157 157 (179) (179)

Increase/(decrease) in creditors 498 2,661 (7,695) (7,025)

Taxation (64) (64) (24) (24)

Net cash inflow from operating activities 2,445 2,564 504 489

Investing activities

Purchases of investments (5,564) (5,564) (17,390) (17,390)

Sales of investments 8,640 8,640 18,092 18,092

Net cash inflow from investing activities 3,076 3,076 702 702

Net cash inflow before financing 5,521 5,640 1,206 1,191

Net cash (outflow)/inflow from financing activities 17(a) (5,302) (5,302) 552 552

Increase in cash and cash equivalents 219 338 1,758 1,743

Exchange movements 486 243 281 292

Change in cash and cash equivalents 705 581 2,039 2,035

Cash and cash equivalents at beginning of year 6,536 6,532 4,497 4,497

Cash and cash equivalents at end of year 17(b) 7,241 7,113 6,536 6,532

The notes on pages 28 to 42 form part of these Financial Statements.
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CONSOLIDATED AND COMPANY CASH FLOW STATEMENTS
FOR THE YEAR ENDED 31 MAY 2009



1. Accounting policies

The financial statements of the Group and the Company

have been prepared in accordance with International

Financial Reporting Standards (“IFRS”). These comprise

standards and interpretations approved by the International

Accounting Standards Board (“IASB”), together with

interpretations of the International Accounting Standards and

Standing Interpretations Committee approved by the

International Accounting Standards Committee (“IASC”) that

remain in effect, to the extent that IFRS have been adopted

by the European Union.

The functional currency of all the Companies in the Group is

pounds Sterling because this is the currency of the primary

economic environment in which the Companies operate.

(a) Basis of preparation

The financial statements have been prepared on the

historical cost basis, except for the measurement at fair

value of certain financial instruments. The principal

accounting policies adopted are set out below. Where

presentational guidance set out in the Statement of

Recommended Practice (“the SORP”) for investment trusts

issued by the Association of Investment Companies (“the

AIC”) in January 2009 is consistent with the requirements of

IFRS, the directors have sought to prepare the financial

statements on a basis compliant with the recommendations

of the SORP.

(b) Adoption of new and revised Standards

At the date of authorisation of these financial statements, the

following Standards and Interpretations which have not been

applied in these financial statements were in issue but were

not yet effective (and in some cases had not yet been

adopted by the EU):

International Accounting Standards (IAS/IFRS)

Effective date

IAS 1 (revised) Presentation of 1 January 2009

Financial Statements 

Comprehensive revision

including requiring a statement 

of comprehensive income

IAS 23 Borrowing Costs 1 January 2009

(revised March 2007) 

IAS 27 Consolidated Financial 1 July 2009

Statements (revised)

IFRS 2 Share based payment: 1 January 2009

Vesting conditions

IFRS 7 Financial Instruments: 1 January 2009

Disclosures – Improving

Disclosures about 

Financial Instruments

IFRS 8 Operating Segments 1 January 2009 

International Financial Reporting Interpretations 

Committee (IFRIC)

IFRIC 13 Customer Loyalty 1 July 2008 

Programmes 

IFRIC 16 Hedges of a Net 1 October 2008

Investment in a foreign 

operation

IFRIC 17 Distribution of Non Cash 1 July 2009

Assets to Owners

IFRIC 18 Transfers of Assets to 1 July 2009

Customers

The Directors anticipate that the adoption of these

Standards and Interpretations in future periods will have no

material impact on the financial statements of the Group.

(c) Basis of consolidation

The Group accounts consolidate the accounts of the

Company, its wholly-owned subsidiary undertaking,

Eclectic Stocks Limited and the “C” shares of Global Equity

Risk Protection Limited.

(d) Presentation of Income Statement

In order to better reflect the activities of an investment trust

company and in accordance with guidance issued by the

AIC, supplementary information which analyses the Income

Statement between items of revenue and capital nature has

been presented alongside the Income Statement. In

accordance with the Company’s status as a UK investment

company under Section 833 of the Companies Act 2006,

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 Company’s

compliance with certain requirements set out in Section 842

of the Income and Corporation Taxes Act 1988.

NOTES TO THE FINANCIAL STATEMENTS
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(e) Income

Dividends receivable on equity shares are recognised as

revenue for the period on an ex-dividend basis. Where no

ex-dividend date is available, dividends receivable on or

before the year end are treated as revenue for the year.

Provision is made for any dividends not expected to be

received. The fixed returns on debt securities and non-equity

shares are recognised on a time apportionment basis so 

as to reflect the effective interest rate on the debt securities

and shares. Interest receivable from cash and short-term

deposits is recognised on an accrual basis. Underwriting

commission is recognised as earned. Special dividends are

treated as capital or revenue according to the facts and

circumstances on a case by case basis.

(f) Expenses

Interest is calculated by using the effective interest rate method

and is charged to finance costs in the Income Statement.

All other expenses and interest payable are accounted for

on an accruals basis. Expenses have been treated as

revenue except as follows:

– transaction costs incurred on the acquisition or disposal of

investments are taken to the capital column of the Income

Statement;

– expenses are presented in the capital column of the

Income Statement where a connection with the

maintenance or enhancement of the value of investments

can be demonstrated;

– any performance fees payable are allocated wholly to the

capital column of the Income Statement.

(g) Taxation

The tax charged is based on the taxable profit for the

period. Taxable profit differs from net profit as reported in the

Income Statement because it excludes items of income or

expense that are taxable or deductible in other years and it

further excludes items that are never taxable or deductible.

The Group’s liability for current tax is calculated using tax

rates that were applicable at the balance sheet date.

In line with the recommendations of the SORP, the allocation

method used to calculate tax relief on expenses presented

against the capital column in the supplementary information

in the Income Statement is the “marginal basis”. Under this

basis, if taxable income is capable of being offset entirely 

by expenses presented in the revenue column of the 

Income Statement, then no tax relief is transferred to the

capital column.

Current tax is the tax currently payable based on taxable

profit for the year.

Deferred income taxes are calculated using the liability

method on temporary differences. Deferred tax is generally

provided on the difference between the carrying amounts of

assets and liabilities and their tax bases. However, deferred

tax is not provided on the initial recognition of an asset or

liability unless the related transaction is a business

combination or affects tax or accounting profit. Deferred tax

on taxable temporary differences associated with shares in

subsidiaries is not provided if reversal of these temporary

differences can be controlled by the Group and it is probable

that reversal will not occur in the foreseeable future. In

addition, tax losses available to be carried forward as well as

other income tax credits to the Group are assessed for

recognition as deferred tax assets.

Deferred tax liabilities are provided in full, with no

discounting. Deferred tax assets are recognised to the

extent that it is probable that the underlying deductible

temporary differences will be able to be offset against future

taxable income. Current and deferred tax assets and

liabilities are calculated at tax rates that are expected to

apply to their respective period of realisation, provided 

they are enacted or substantively enacted at the balance

sheet date.

Changes in deferred tax assets or liabilities are recognised

as a component of tax expense in the Income Statement,

except where they relate to items that are charged or

credited directly to equity in which case the related deferred

tax is also charged or credited directly to equity.

(h) Investments held at fair value through profit or loss

The Company’s business is investing in financial assets with

a view to profiting from their total return in the form of

income and capital growth. This portfolio of financial assets

is managed and its performance evaluated on a fair value

basis, in accordance with a documented investment

strategy, and information about the portfolio is provided

internally on that basis to the Company’s Board of Directors. 

When a purchase or sale is made under contract, the terms

of which require delivery within a timeframe of the relevant

market, the investments concerned are recognised or

derecognised on the trade date.

All investments are designated by the Company upon initial

recognition as held at fair value through profit or loss.

They are included initially at fair value, which is taken to be
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their cost (excluding expenses incidental to the acquisition

which are written off in the Income Statement and allocated

to capital at the time of acquisition) and are measured at

subsequent reporting dates at fair value, which is either the

bid price or the last traded price, depending on the convention

of the exchange on which the investment is quoted. 

Fair values for unquoted investments, or for investments for

which there is only an inactive market, are established by

using various valuation methodologies in accordance with

International Private Equity and Venture Capital Valuation 

Guidelines. These may include recent arm’s length market

transactions, the current fair value of another instrument which

is substantially the same, discounted cash flow analysis and

option pricing models. Where there is a valuation technique

commonly used by market participants to price the instrument

and that technique has been demonstrated to provide reliable

estimates of prices obtained in actual market transactions,

that technique is utilised.

Investments held by Eclectic Stocks Limited are classified as

“held for trading” and are valued at fair value in accordance

with the policies above for listed and unlisted holdings.

Profits or losses on investments “held for trading” are taken

to revenue.

Changes in fair value to all investments held at fair value are

recognised in the Income Statement. On disposal, gains and

losses are also recognised in the Income Statement.

(i) Cash and cash equivalents

Cash comprises cash in hand and in banks and short-term

deposits and overdrafts. Cash equivalents are short-term, 

highly liquid investments that are readily convertible to known

amounts of cash and are subject to an insignificant risk of

change in value.

(j) Borrowings and loans

All secured borrowings are initially recognised at cost, being the

fair value of the consideration received, less issue costs where

applicable. After initial recognition, all interest-bearing

borrowings are subsequently measured at amortised cost.

(k) Dividends payable

Final dividends are recognised in the period in which they

are approved by shareholders.

(l) Foreign currency translation

Transactions involving foreign currencies are converted at

the rate ruling at the date of the transaction. At each

balance sheet date, monetary items and non-monetary 

assets and liabilities, which are fair valued and which are

denominated in foreign currencies, are retranslated at the 

closing rates of exchange. Such exchange differences are 

included in the Income Statement and allocated to capital 

if of a capital nature or to revenue if of a revenue nature. 

Exchange differences allocated to capital are taken to 

capital reserve.

(m) Derivative financial instruments

The Group’s activities expose it primarily to the financial risks

of changes in market prices, foreign currency exchange rates

and interest rates. Derivative transactions which the Group

may enter into comprise forward foreign exchange contracts

(the purpose of which is to manage currency risk arising from

the Group’s investing activities), contracts for difference to

maintain exposure to certain companies and quoted options

on indices appropriate to sections of the portfolio (the

purpose of which is to provide protection against falls in the

capital values of the holdings). The Group does not use

derivative financial instruments for speculative purposes. 

Any gains/losses from derivative transactions are recognised

as capital within the Income Statement.

The use of financial derivatives is governed by the Group’s

policies as approved by the Board.

Derivatives are classified at fair value through profit or loss

and further fall within the classification of held for trading as

per the accounting standards.

Changes in the fair value of derivative financial instruments

are recognised in the Income Statement as they arise. 

If capital in nature, the associated change in value is

presented as a capital item in the Income Statement.

(n) Capital Reserve

Capital reserve – other

The following are taken to this reserve:

– Gains and losses on the disposal of investments;

– Exchange differences of a capital nature;

– Expenses, together with the related taxation effect,

allocated to this reserve in accordance with the 

above policies; and

Capital reserve – investment holding gains

The following are taken to this reserve:

– Increase and decrease in the valuation of investments 

held at the year end.
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2. Investment Income

2009 2008

£’000 £’000

Overseas investment income 1,691 883

UK investment income 53 110

Overseas fixed interest income 188 165

1,932 1,158

Investment income comprises

Dividends – income 569 993

Special dividends – capital 1,172 —

Scrip dividends 3 —

Interest 188 165

1,932 1,158

3. Other income

2009 2008

£’000 £’000

Deposit interest 22 58

Underwriting commission 18 —

40 58

4. Investment management fees

2009 2008

£’000 £’000

Investment management fee 71 159

Back VAT on investment management fee (9) —

Investment incentive fee – capital (see note 6) — —

62 159

Details of the investment management agreement are disclosed in note 6 to the Financial Statements.

5. Other expenses

2009 2008

£’000 £’000

Administration fee 85 85

Administration fee – Global Equity Risk Protection ‘C’ 15 —

Directors’ emoluments 63 63

Fees payable to the Company’s auditor for:

– audit of the Group and Company Financial Statements 33 22

– other services relating to taxation 5 5

– all other services — 2

Other 214 161

415 338

Capital charges 6 18

421 356



6. Disclosure of interests

In accordance with the terms of the investment management agreement dated 15 September 2006, as amended by a Supplemental

Agreement dated 20 October 2006, between the Company and Ingot Capital Management Pty Ltd (“ICM”), ICM provides investment

management services to the Company for which ICM receives an annual fee of 0.5 per cent. of gross assets less current liabilities

(excluding borrowings) of the Company. It is also entitled to a performance fee equal to 15 per cent. of the amount by which the net

asset value of the Company at the end of any accounting period, after adding back any distributions made by the Company during the

relevant accounting period, exceeds the post tax average annual yield of the FTSE Actuaries Government Securities UK Gilts 5 to 10

Years Index plus the average UK inflation by reference to the UK All Items Retail Price Index (excluding mortgage interest payments)

plus a two percentage point hurdle. 

No performance fee is payable in respect of the year ended 31 May 2009 (2008: nil). The amounts charged during the year are

shown in note 4 and as at 31 May 2009 £9,000 (2008: £37,000) of the investment management fee was outstanding. This

agreement is terminable by either party on one year’s notice.

In accordance with an administration agreement dated 9 January 2002 between the Company and Phoenix Administration Services

Limited (“Phoenix”), Phoenix provides administration and company secretarial services to the Company for which Phoenix receives

an annual fee of £85,000 (2008: £85,000). This agreement is terminable by either party on six months’ notice.

7. Finance costs

2009 2008

£’000 £’000

On bank loans and overdrafts 341 875

8. Taxation

(a) Analysis of the charge for the year

2009 2008

Revenue Capital Total Revenue Capital Total

£’000 £’000 £’000 £’000 £’000 £’000

UK Corporation tax )

at 28% (2008: 29.69%) — 63 63 — — —

Overseas tax – double tax relief — (63) (63) — — —

— — — — — —

Overseas tax suffered 1 63 64 19 — 19

Withholding tax reclaims — — — (1) — (1)

Tax relief to income (125) 125 — — — —

Total current tax for the year

(see note 8 (b)) (124) 188 64 18 — 18
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(b) Factors affecting the tax charge for the year

The tax assessed for the year is higher than that resulting from applying the standard rate of corporation tax in the UK for a large

company (28%). The difference is explained below.

2009 2008)

£’000 £’000

(Loss)/profit before tax (16,771) 194

Corporation tax at 28% (2008: 29.69%) (4,696) 58

Effects of:

– Non taxable losses/(gains) on investments held at fair value through profit or loss 5,017 (110)

– UK dividends which are not taxable (15) (33)

– Overseas dividends taxable on receipt 48 (52)

– Disallowed expenses 10 10

– Current year excess expenses — 119

– Brought forward eligible unrelieved foreign tax utilised (26) —

– Utilisation of prior years excess expenses (285) —

– Irrecoverable overseas tax — 18

– Revaluation of CULS 2007 under IFRS 11 8

Tax charge for the year 64 18

(c) Deferred tax

Due to the Company’s present status as an investment trust and the accumulated unrealised losses that it is not certain will be

realised, the Company has not provided for deferred tax on any capital gains and losses arising on the revaluation or disposal 

of investments.

There is an unrecognised deferred tax asset of £13,000 (2008: £324,000) which relates to unutilised expenses and eligible unrelieved

foreign tax. The deferred tax asset would only be recovered if the Company were to generate sufficient taxable profits in the future

to utilise these expenses.

9. Dividends

2009 2008)

£’000 £’000)

Amounts recognised as distributions to equity holders in the year:

Final dividend for the year ended 31 May 2008 of 0.75p (2007: 1.50p)

per Ordinary share 137 273

Set out below is the final dividend proposed on Ordinary shares in respect of the financial year, which is the basis on which 

the requirements of Section 842 of the Income and Corporation Taxes Act 1988 are considered.

2009 2008)

£’000 £’000)

Proposed final dividend for the year ended 31 May 2009 of 0.50p (2008: 0.75p)

per Ordinary share 89 137

International Accounting Standard (IAS) 10 “Events after the Balance Sheet date” does not permit proposed dividends to be recognised

as a liability in the balance sheet. Dividend distributions are recognised as a liability in the period which they are approved by the

Company’s shareholders.



10. Earnings per Ordinary share

Total earnings per Ordinary share 2009 2008

Total return £(16,835,000) £176,000

Weighted average number of Ordinary shares in issue during the year 18,081,968 18,229,502

Total earnings per Ordinary share (93.11)p 0.97p

The total earnings per Ordinary share detailed above can be further analysed between revenue and capital, as set out below:

Revenue earnings per Ordinary share 2009 2008

Revenue return £106,000 £(174,000)

Weighted average number of Ordinary shares in issue during the year 18,081,968 18,229,502

Revenue earnings per Ordinary share 0.58p (0.95)p

Capital earnings per Ordinary share 2009 2008

Capital return £(16,941,000) £350,000

Weighted average number of Ordinary shares in issue during the year 18,081,968 18,229,502

Capital earnings per Ordinary share (93.69)p 1.92p

Net profit of the Company

As permitted by Section 408 of the Companies Act 2006, the Company has not presented its own Income Statement. 

Net loss after taxation of £16,835,000 has been dealt with in the accounts of the Company (year ended 2008: net profit after 

taxation of £176,000).
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11. Investments held at fair value through profit or loss

Group

Unlisted Listed Total

Investments Investments 2009

£’000 £’000 £’000

Fair value at year end 1,203 10,598 11,801

Opening book cost 5,107 21,618 26,725

Opening investment holding (losses)/gains (2,919) 6,451 3,532

Opening fair value 2,188 28,069 30,257

Movements in the year:

Adjustment of opening book cost to reflect de-listing/listing* 2,483 (2,483) –

Adjustment of opening investment holding (losses)/gains to reflect de-listing/listing* 42 (42) –

Purchases at cost 267 5,711 5,978

Sales – proceeds (740) (7,900) (8,640)

– gains/(losses) on sales 127 (1,213) (1,086)

Increase/decrease in investment holding (losses)/gains for the year (3,164) (11,544) (14,708)

Closing fair value 1,203 10,598 11,801

Closing book cost 7,244 15,733 22,977

Closing investment holding losses (6,041) (5,135) (11,176)

1,203 10,598 11,801

Sale proceeds 740 7,900 8,640

Investments at cost (613) (9,113) (9,726)

Gains/(losses) on sales based on historical cost 127 (1,213) (1,086)

Investment holding gains recognised in previous year (115) (548) (663)

Gains/(losses) on sales based on carrying

value at previous year’s balance sheet date 12 (1,761) (1,749)

Investment holding losses for the year † (3,049) (10,996) (14,045)

Net losses on investments (3,037) (12,757) (15,794)

*Adjusted to reflect the de-listing during the year of Austral Pacific Energy 8% Conv Preference 03/07/2010 and the listing during the

year of Ellect Holdings.

† During the year the Directors significantly wrote down two of the Company’s unlisted investments. Austral Pacific Energy was written

down from US$1.3 to US$ nil resulting in an investment holding loss for the year of £2,530,000. Intellect Holdings, which went through

a recapitalisation and reconstruction was written down by 78% resulting in an investment holding loss for the year of £532,000.

The above investments have been valued in accordance with the International Private Equity and Venture Capital Valuation Guidelines.

Investment transaction costs on purchases and sales of investments during the year to 31 May 2009 amounted to £23,000 and 

£19,000 respectively (2008: £52,000 and £44,000 respectively).

Significant holdings

Where the Company’s holdings comprises 3% or more of any class of capital of an investment and the holding is material in the

context of the Company’s financial statements, the relevant percentage of that class is shown in the review of the ten largest

investments. There are no other holdings of 3% or more of any class of capital of an investment which are material to the Company’s

financial statements.
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11. Investments held at fair value through profit or loss continued

Company

In addition to the investments listed above under “Group”, the Company has two subsidiaries.

Subsidiary Principal Activity Percentage of Equity held

Eclectic Stocks Limited Security trading 100%

Global Equity Risk Protection ‘C’ Investment vehicle 100%

Eclectic Stocks Limited has a cost of £2 and a loan from the parent undertaking of £2,316,000. The loan has been fully provided

against and the fair value of the investment is £2,000 (2008: £2,000). No further provision was made in the Company’s accounts

during the year to 31 May 2009 (2008: nil).

Global Equity Risk Protection ‘C’ has a cost of £3,920 and a fair value as at 31 May 2009 of £560,000 (2008: £2,976,000).

12. Other receivables

Group Company Group Company

2009 2009 2008 2008

£’000 £’000 £’000 £’000

Prepayments and accrued income 90 90 286 286

Other debtors 39 39 55 52

129 129 341 338

13. Other payables

Group Company Group Company

2009 2009 2008 2008

£’000 £’000 £’000 £’000

Purchases for future settlement 435 435 21 21

Amounts due to subsidiary undertaking — 72 — 72

Accruals and deferred income 114 89 422 404

549 596 443 497

14. Called up share capital

2009 2008

No. of shares No. of shares

000’s £’000 000’s £’000

Authorised: Ordinary shares of 25 pence each 42,000 10,500 42,000 10,500

Issued and fully paid:

Balance at beginning of year 18,230 4,557 18,230 4,557

Share buyback 6 February 2009 (110) (27) — —

Share buyback 18 February 2009 (400) (100) — —

Balance at end of year 17,720 4,430 18,230 4,557

On 6 February 2009 and 18 February 2009 the Company purchased 110,000 and 400,000 respectively of its own Ordinary shares

at a price of 40 pence per share representing 2.8% of the then issued Ordinary share capital of the Company. This purchase was 

effected in order to enhance Shareholder value. 
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15. Capital Reserve

The capital reserve includes investment holding losses of £11,176,000 (2008: gains £3,532,000).

The Institute of Chartered Accountants in England and Wales has issued guidance (TECH 01/08) stating that profits arising out of a

change in fair value of assets, recognised in accordance with Accounting Standards, may be distributed provided the relevant assets

can be readily convertible into cash. In accordance with the Company’s status as a UK investment company under Section 833 of the

Companies Act 2006, the capital reserve may not be distributed by way of dividend, but may be utilised for the purposes of share 

buybacks. Securities listed on a recognised stock exchange are generally regarded as being readily convertible into cash. In order to

maintain investment trust status, the Company may only distribute by way of a dividend accumulated revenue profits.

16. Net asset value per share

The consolidated net asset value per Ordinary share and the net asset values attributable to the Ordinary shares at the year end

calculated in accordance with the Articles of Association were as follows:

Net asset value per Net asset values

share attributable attributable

2009 2008 2009 2008

p p £’000 £’000

Ordinary shares (basic) 72.81 165.00 12,902 30,078

The movements during the year of the Group’s assets attributable to the Ordinary shares were as follows:

Ordinary

shares (basic)

£’000

Total net assets attributable at beginning of year 30,078

Loss for the year (16,835)

Share buyback 6 February 2009 (44)

Share buyback 18 February 2009 (160)

Dividend paid in the year on Ordinary shares (see note 9) (137)

Total net assets attributable at end of year 12,902

Basic net asset value per Ordinary share is based on Net Assets of £12,902,000 (2008: £30,078,000) and on 17,719,502 

(2008: 18,229,502) Ordinary shares, being the number of Ordinary shares in issue at the year end.
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17. Group and Company cash flow statement

(a) Analysis of cash flows for headings netted in the cash flow statement

2009 2008)

£’000 £’000)

Financing (Group and Company)

The Royal Bank of Scotland International multi-currency loan facility (5,289) 1,916

Exchange movement 328 (1,091)

(4,961) 825

Share buyback 6 February 2009 (44) —

Share buyback 18 February 2009 (160) —

Equity dividend paid (137) (273)

Net cash (outflow)/inflow from financing activities (5,302) 552

(b) Analysis of cash and cash equivalents at end of year

At At

1 June Cash Exchange 31 May

2008 flow movement 2009

Group £’000 £’000 £’000 £’000

Cash at bank 6,561 194 486 7,241

Overdrafts (25) 25 — —

Total 6,536 219 486 7,241

At At

1 June Cash Exchange 31 May

2008 flow movement 2009

Company £’000 £’000 £’000 £’000

Cash at bank 6,557 313 243 7,113

Overdrafts (25) 25 — —

Total 6,532 338 243 7,113
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18. Financial instruments and capital disclosures

Risk management policies and procedures

The investment objective of the Group and Company is to maximise shareholder value by investing in a portfolio of securities anywhere

in the world. In pursuit of this objective, the Group and Company may be exposed to various forms of risk, as described below.

When judged appropriate by the Investment Manager, the Company may use the multi-currency loan facility provided by The Royal

Bank of Scotland International to the Sterling equivalent of up to £3.0 million (2008: £6.9 million) at floating rates of interest in order to

gear the portfolio. The loan is secured against the assets of the fund other than those assets held by HSBC Australia as disclosed in

note 19 to the financial statements. This facility expires on 31 January 2010.

The Board sets out its investment policies and its policy on gearing (both bank borrowing and the effect of derivatives) and

diversification of investments on page 3.

The Group and Company also enter into derivative transactions which comprise forward foreign exchange contracts (the purpose

of which is to manage currency risk arising from the Company’s investing activities), quoted options on indices appropriate to sections

of the portfolio (the purpose of which is to provide protection against falls in the capital values of the holdings), and contracts for

difference to maintain exposure to certain companies.

The Company, itself, does not undertake any trading in financial instruments. Through its subsidiary, Eclectic Stocks Limited, the

Group does undertake trading in financial instruments but such activities represent less than 10% of the Group’s activities. At the year

end Eclectic Stocks Limited held one investment, in New Cap Reinsurance Corporation.

The Board and its Investment Manager consider and review the number of risks inherent with managing the Group and Company’s

assets which are detailed below.

Foreign currency exposure as at 31 May 2009

Sterling Euro A$ NZ$ US$ Other Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000

Investments held at fair value through profit or loss

that are monetary items 441 147 1,916 8 — — 2,512

Current assets – Investments held at fair value 

through profit or loss — — 2 — — — 2

Derivatives held at fair value through profit or loss — — (5,020) — 457 — (4,563)

Other receivables 16 22 86 — — 5 129

Cash and cash equivalents 194 — 6,762 — 128 157 7,241

Other payables (461) — (16) (60) (12) — (549)

RBSI multi-currency loan facility 689 (16) (1,266) — (566) — (1,159)

Foreign currency exposure on net monetary items 879 153 2,464 (52) 7 162 3,613

Investments held at fair value through profit or loss

that are equities 763 — 5,867 146 — 2,513 9,289

Total net foreign currency exposure 1,642 153 8,331 94 7 2,675 12,902
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18. Financial instruments and capital disclosures continued

Foreign currency exposure as at 31 May 2008

Sterling Euro A$ NZ$ US$ Other Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000

Investments held at fair value through profit or loss

that are monetary items — — 2,188 — 2,530 — 4,718 

Current assets – Investments held at fair value 

through profit or loss — — 2 — — — 2 

Derivatives held at fair value through profit or loss — — (3,153) — 2,986 — (167)

Other receivables 55 1 182 — 99 4 341 

Cash and cash equivalents 71 — 6,475 3 2 10 6,561 

Other payables (112) (21) (282) (26) (2) — (443)

RBSI multi-currency loan facility 27 (2,264) (4,616) — 405 — (6,448)

Bank overdrafts (3) — — — (22) — (25)

Foreign currency exposure on net monetary items 38 (2,284) 796 (23) 5,998 14 4,539 

Investments held at fair value through profit or loss

that are equities 6,065 3,015 12,751 165 672 2,871 25,539 

Total net foreign currency exposure 6,103 731 13,547 142 6,670 2,885 30,078 

The value of the Group and Company’s assets and the total return earned by the Company’s shareholders can be significantly

affected by foreign exchange movements as some of the Company’s assets are denominated in currencies other than Sterling, the

currency in which the Company’s accounts are prepared. The risk is partially offset by the Company’s foreign currency borrowings.

Over the year, Sterling weakened against the Group and Company’s principal investing currencies, the US Dollar by 18.40% 

(2008: weakened by 0.10%), the Euro by 10.41% (2008: weakened by 13.49%), the Australian Dollar by 2.80% (2008: weakened by

13.28%) and the New Zealand Dollar by 0.23% (2008: weakened by 5.92%).

A 5% rise or decline of Sterling against foreign currency denominated (i.e. non Sterling) assets held at the year end would have

increased/decreased the net asset value by £563,000 or 4.36% of net asset value (2008: £1,199,000 or 3.99% of net asset value).

The impact on the profit and loss account is impossible to estimate, since the profit and loss is the net result of all the transactions in

the portfolio throughout the year.

Interest rate risk

The Company is only exposed to significant interest rate risk through its multi-currency loan facility with The Royal Bank of Scotland

International. Borrowing decreased during the year as the multi-currency loan facility was decreased from the Sterling equivalent of 

£6.9 million to £3.0 million on 10 January 2009. 

At the year end the multi-currency loan facility consisted of credit balances in Sterling of £689,000 and overdraft balances in Euros,

Australian Dollars and US Dollars of €18,000, A$2,552,000 and US$912,000 respectively to give a net Sterling equivalent draw down

of £1,159,000 (2008: £6,448,000). The floating rate of interest at the year end for the Euro loan was 2.50% (2008: 5.50%), the

Australian Dollar loan was 5.00% (2008: 9.25%) and the US Dollar loan was 1.875% (2008: 3.625%). 

If the above level of borrowing were maintained for a year, a 1% change in LIBOR (up or down) would decrease or increase net

revenue by £12,000 or 0.07p per Ordinary share (2008: £64,000 or 0.35p per Ordinary share).
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Other price risk

If the fair value of the Group and parent Company’s investments at the year end increased/decreased by 10% then it would have had 

an effect on the Group and Company’s capital return equal to £724,000 or 4.09p per Ordinary share (2008: £3,009,000 or 16.51p per

Ordinary share).

An analysis of the Group’s investment portfolio is shown on page 7 disclosing concentration of exposure to specific countries, though

it is recognised that an investment’s country of domicile or of listing does not necessarily equate to its exposure to the economic

conditions in the country.

Liquidity risk

Liquidity risk is generally not significant as the majority of the Group and Company’s investments are listed on recognised stock

exchanges and for the most part readily realisable securities which can be easily sold to meet funding commitments if necessary. Short-

term flexibility is achieved by the use of overdrafts and the multi-currency loan facility with The Royal Bank of Scotland International.

All of the Company’s financial liabilities as at 31 May 2009 were less than one year based on the earliest date on which payment 

can be required.

Credit risk

Credit risk is mitigated by diversifying the counterparties through whom the Investment Manager conducts investment transactions.

The credit-standing of all counterparties is reviewed periodically with limits set on amounts due from any one broker. Derivative

transactions are only carried out with investment banks with strong credit ratings.

Cash is only held at banks and in money market funds that have been identified by the board as reputable and of high credit quality.

The total credit exposure of the Group at the year end as shown on the Balance Sheet was £7,860,000 (2008: £10,982,000). 

Fair values of financial assets and financial liabilities

The fair value of the Group and Company’s financial assets and financial liabilities are either carried in the balance sheet at their fair

value (investments and derivatives), or the balance sheet amount is a reasonable approximation of fair value (due from brokers,

dividends receivable, accrued income, cash at bank, due to brokers and multi-currency loans).

The fair value of the Group and Company’s unquoted investments is measured by the Directors using valuation methodologies in

accordance with International Private Equity and Venture Capital Valuation Guidelines.

Derivative exposure

Derivative instruments such as contracts for difference and options may be used for purposes of efficient portfolio management to

maintain or enhance the value of the investment portfolio and any gains/losses are recognised as capital within the Income Statement.

As at 31 May 2009, the Company held three contracts for difference held at fair value in the balance sheet at £(5,020,000) (2008:

£3,153,000). The total notional market exposure through holding contracts for difference amounts to £1,406,000 (2008: £2,965,000).

Included in these contracts for difference are investments with market exposures of £188,000 in eBet Limited and of £1,191,000 in

Trust Company Limited.

Through its investment in ‘C’ shares of Global Equity Risk Protection Limited, the Company has entered into a number of Put and Call

Option transactions as part of its efficient portfolio management to maintain or enhance the value of the investment portfolio and any

gains/losses are recognised as capital within the Income Statement.

The Company has hedged the S&P 500 Index using long and short Put and Call Options that have varying maturity dates between

June 2009 and December 2009. The net hedge to the S&P 500 Index was on a gross exposure amounting to £5,376,000 

(2008: £1,645,000).

The option premiums paid on the purchase of these open long position contracts was £1,167,000 (2008: £2,927,000) and their

market value as at 31 May 2009 was £488,000 (2008: £3,540,000). The option premiums received on the sale of open short position

contracts was £79,000 (2008: £686,000) and their market value as at 31 May 2009 was £(30,000) (2008: £(554,000)).

There were no open forward foreign exchange contracts as at 31 May 2009 (2008: none).
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Capital management policies and procedures

The Group and Company’s capital management objectives are:

– to ensure that it is able to continue as a going concern; and

– to maximise shareholder value by investing in a portfolio of securities anywhere in the world;

through an appropriate balance of equity capital and debt.

The Board, with the assistance of the Investment Manager, regularly monitors and reviews the broad structure of the Company’s

capital on an ongoing basis. These reviews include:

– the level of gearing, which takes account of the Company’s position and the Investment Manager’s views on the market and;

– the extent to which revenue in excess of that which is required to be distributed should be retained.

The Company’s objectives, policies and processes for managing capital are unchanged from last year.

The Company is subject to externally imposed capital requirements:

– as a public company, the Company has a minimum share capital of £50,000; and

– in order to be able to pay dividends out of profits available for distribution, the Company has to be able to meet one of the two

capital restriction tests imposed on investment companies by company law.

These requirements are unchanged since last year and the Company has complied with them at all times.

The Company has a multi-currency revolving credit (“facility”) with The Royal Bank of Scotland International (the “Bank”) pursuant to

which the Company is required to ensure that as at the close of business on any day, the aggregate value of the Portfolio is more than

100% of the amount drawn down under the facility which in itself is not more than 25% of the net tangible assets of the Company. 

No breaches of the covenants imposed under the facility occurred during the period under review or have occurred since the end of

that period to the date hereof.

19. Contingent liabilities

As at 31 May 2009 there were no contingent liabilities (31 May 2008: none). As at 31 May 2009 there were no financial commitments 

(31 May 2008: none).

20. Total expense ratio

2009 2008

Shareholders’ funds 2.78% 1.63%

The above total expense ratio is based on average shareholders’ funds of £17,133,000 (2008: £30,543,000) calculated at the end

of each month during the period and revenue operating expenses incurred during the year of £477,000 (2008: £497,000).

21. Related party disclosure

Ingot Capital Management Pty Ltd acts as Investment Manager to the Company. The amounts paid to the Investment Manager are

disclosed in note 4 to the Financial Statements and further details of the relationship between the Company and the Investment

Manager are set out in note 6 to the Financial Statements. Full details of Directors’ interests are set out in the Report of the

Directors on page 12.
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2005* 2006 2007 2008 2009

£’000 £’000 £’000) £’000 £’000

Capital 5,523 5,527 11,606 11,606 11,479

Total reserves 13,573 13,611 18,569 18,472 1,423

Convertible Unsecured Loan Stock 2007 5,690 5,871 — — —

Net operating revenue 549 512 467 719 323

Taxation (revenue) 75 (15) 36 18 (124)

Net revenue 48 31 (76) (174) 106

Dividend 180 180 273 137 89

Revenue earnings per Ordinary share 0.4p 0.3p (0.5)p (1.0)p 0.6p

Dividend per Ordinary share 1.5p 1.5p 1.5p 0.75p 0.50p

Gross interest per unit of Convertible Unsecured 

Loan Stock 2007 3.5p 3.5p 3.5p — —

Diluted net asset value per Ordinary share 136.0p 137.2p n/a n/a n/a

*The figures for 2006, 2007, 2008 and 2009 have been calculated in accordance with International Financial Reporting Standards (“IFRS”). 

The figures for 2005 have been restated in accordance with IFRS. 
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Notice is hereby given that the 2009 Annual General Meeting of Eclectic Investment Trust plc will be held at 68 Lombard Street, London

EC3V 9LJ on Monday 26 October 2009 at 12 noon to consider and, if thought fit, pass the Resolutions set out below. Resolutions 1 to 8

(inclusive) and 13 will be proposed as Ordinary Resolutions and Resolutions 9 to 12 (inclusive) will be proposed as Special Resolutions:

Ordinary Business

1. to receive and adopt the Accounts and the Reports of the Directors and the Auditor for the year ended

31 May 2009;

2. to approve the Directors’ Remuneration Report for the year ended 31 May 2009;

3. to declare a final dividend of 0.50p per Ordinary share;

4. to re-elect Mr A Bushell as a Director of the Company;

5. to re-elect Mr P Burrows as a Director of the Company;

6. to re-elect Mr W McLeland as a Director of the Company;

7. to re-appoint Grant Thornton UK LLP as Auditor to the Company to hold office until the conclusion of the next meeting at which

the accounts are laid before the Company and to authorise the Directors to determine the auditor’s remuneration;

Special Business

8. THAT, in substitution for any existing authority given in accordance with Section 80 of the Companies Act 1985 but without

prejudice to the exercise of any such authority prior to the passing of this resolution, the Directors of the Company be and are

hereby generally and unconditionally authorised in accordance with Section 551 of the Companies Act 2006 (the “Act”) to exercise

all the powers of the Company to allot shares in the capital of the Company and to grant rights to subscribe for or to convert any

security into shares in the Company provided that such authority shall be limited to the allotment of shares or the grant of such

rights in respect of shares with an aggregate nominal amount of up to £1,476,625, such authority to expire (unless previously

renewed, varied or revoked by the Company in general meeting) on the fifth anniversary of the date of the passing of this

resolution, save that the Company may before such expiry make offers or agreements which would or might require shares to be

allotted, or rights to be granted, after such expiry and the Directors may allot shares, or grant such rights, in pursuance of such

offers or agreements as if the authority conferred hereby had not expired.

9. THAT the Company be and is hereby generally and unconditionally authorised for the purposes of Section 701 of the Companies

Act 2006 (the “Act”) to make one or more market purchases (within the meaning of Section 693(4) of the Act) of ordinary shares of

25p each in the capital of the Company (“Ordinary Shares”) provided that:

(i) the maximum aggregate number of Ordinary Shares hereby authorised to be purchased is 2,656,150; 

(ii) the minimum price which may be paid for an Ordinary Share shall be 25 pence (exclusive of associated expenses);

(iii) the maximum price which may be paid for an Ordinary Share is an amount equal to 105 per cent of the average of the

middle market quotations of the Ordinary Shares (as derived from the Daily Official List of the London Stock Exchange) for 

the five business days immediately preceding the date on which the relevant Ordinary Share is contracted to be purchased

(exclusive of associated expenses); and

(iv) unless previously varied, revoked or renewed, the authority hereby conferred shall expire at the conclusion of the next annual

general meeting of the Company to be held in 2010 or, if earlier, 18 months after the date on which this resolution is passed,

save that the Company may prior to such expiry enter into a contract or arrangement to purchase Ordinary Shares under this

authority which will or may be completed or executed wholly or partly after the expiry of this authority and may make a purchase

of Ordinary Shares pursuant to any such contract or arrangement as if the authority hereby conferred had not expired.

10. THAT, subject to the passing of resolution 8 above and in substitution for any existing power under Section 95 of the Companies

Act 1985 but without prejudice to the exercise of any such power prior to the passing of this resolution, the Directors of the

Company be and are hereby generally empowered pursuant to Section 570 of the Companies Act 2006 (the “Act”) to allot equity

securities (as defined in Section 560 of the Act) (including the grant of rights to subscribe for, or to convert any securities into,

Ordinary Shares and the sale of any Ordinary Shares held by the Company in treasury) wholly for cash pursuant to any existing

authority given in accordance with Section 551 of the Act as if Section 561 of the Act did not apply to any such allotment,

provided that this power shall be limited:
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(i) to the allotment of equity securities in connection with an offer of such securities by way of rights to holders of Ordinary

shares of 25p each in the capital of the Company (“Ordinary Shares”) on the register of members of the Company on a fixed

record date in proportion (as nearly as may be practicable) to their respective holdings of Ordinary Shares but subject to such

exclusions or other arrangements as the Directors may deem necessary or expedient in relation to treasury shares, fractional

entitlements or any legal or practical problems arising under the laws of, or the requirements of, any territory or any regulatory

or governmental body or authority or stock exchange; and

(ii) to the allotment (otherwise than pursuant to sub-paragraph (i) above) of equity securities up to an aggregate nominal value 

of £221,493;

and shall expire on the date of the next annual general meeting of the Company to be held in 2010, save that the Company may

before such expiry make an offer or agreement which would or might require equity securities to be allotted after such expiry and

the Directors may allot equity securities in pursuance of such an offer or agreement as if the power conferred hereby had not

expired. This power also applies for the purposes of Section 573 of the Act in relation to a sale of shares which is an allotment of

equity securities by virtue of Section 560(2) of the Act.

11. THAT:

(i) the articles of association of the Company be amended by deleting all of the provisions of the Company’s memorandum of

association which, by virtue of Section 28 of the Companies Act 2006, are to be treated as part of the Company’s articles of

association;

(ii) the articles of association of the Company be amended by deleting all of the provisions referred to in paragraph 42 of

schedule 2 of the Companies Act 2006 (Commencement No. 8, Transitional Provisions and Savings) Order 2008 (Statutory

Instrument 2008 No. 2860); and

(iii) the draft regulations produced at the meeting and initialled by the chairman of the meeting for the purposes of identification

be adopted as the articles of association of the Company in substitution for, and to the entire exclusion of, the articles of

association of the Company existing at the date of the meeting.

12. THAT:

(i) the listing of the issued ordinary share capital of the Company on the Official List of the UK Listing Authority be cancelled and

application be made for the admission of the issued ordinary share capital of the Company to trading on the Alternative

Investment Market of London Stock Exchange plc and the Directors of the Company be and are hereby authorised to do

and procure to be done all such acts and things as they may consider necessary or desirable in connection therewith; and

(ii) the Company’s name be changed to “Eclectic Investment Company plc”.

13. THAT the investing policy of the Company set out in the Circular dated 9 September 2009 be and is hereby approved.

Dated this Ninth day of September 2009

By order of the Board

Phoenix Administration Services Limited

Secretary



Notes 

(1) Attending the Annual General Meeting in person
If you wish to attend the Annual General Meeting in person, you should sign the attendance card enclosed with this document and hand it to the Company’s registrars
on arrival at the Annual General Meeting.

(2) Appointment of proxies
Members are entitled to appoint one or more proxies to exercise all or any of their rights to attend, speak and vote at the Annual General Meeting. A proxy need not be
a member of the Company but must attend the Annual General Meeting to represent a member. To be validly appointed a proxy must be appointed using the procedure
set out in these notes and in the notes to the accompanying proxy form.

If you wish your proxy to speak on your behalf at the meeting you will need to appoint your own choice of proxy (not the Chairman of the Annual General Meeting) and
give your instructions directly to them.

Members can only appoint more than one proxy where each proxy is appointed to exercise rights attached to different shares. Members cannot appoint more than one
proxy to exercise the rights attached to the same shares. If a member wishes to appoint more than one proxy, they should contact the Company's registrar, Capita
Registrars whose details are set-out on the inside back cover.

A member may instruct their proxy to abstain from voting on any resolution by marking the “vote withheld” option when appointing their proxy. It should be noted that an
abstention is not a vote in law and will not be counted in the calculation of the proportion of votes “for” or “against” the resolution.

The return of a completed proxy form or other instrument of proxy will not prevent a member from attending the Annual General Meeting and voting in person if he or
she wishes.

A person who is not a member of the Company but who has been nominated by a member to enjoy information rights does not have a right to appoint any proxies
under the procedures set out in these notes and should read note 7 below.

(3) Appointment of proxy using a proxy form
A proxy form for use in connection with the Annual General Meeting is enclosed. To be valid any proxy form or other instrument appointing a proxy, together with any
power of attorney or other authority under which it is signed or a certified copy thereof, must be received by post or (during normal business hours only) by hand at
Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU no later than 48 hours before the time of the Annual General Meeting or any
adjournment of that meeting. 

(4) Appointment of proxy through CREST
CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so by using the procedures described in the
CREST Manual and by logging on to the following website www.euroclear.com/CREST. CREST personal members or other CREST sponsored members, and those
CREST members who have appointed a voting service provider(s), should refer to their CREST sponsor or voting service provider(s) who will be able to take the
appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message (a “CREST Proxy Instruction”) must be
properly authenticated in accordance with Euroclear UK & Ireland Limited’s specifications, and must contain the information required for such instruction, as described in
the CREST Manual. The message, regardless of whether it constitutes the appointment of a proxy or is an amendment to the instruction given to a previously appointed
proxy, must in order to be valid be transmitted so as to be received by the Company’s registrar (ID: RA10) no later than 48 hours before the time of the Annual General
Meeting or any adjournment of that meeting. For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied to the message
by the CREST Application Host) from which the Company’s registrar is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. After this
time any change of instructions to proxies appointed through CREST should be communicated to the appointee through other means.

CREST members and, where applicable, their CREST sponsors or voting service providers should note that Euroclear UK & Ireland Limited does not make available
special procedures in CREST for any particular message. Normal system timings and limitations will, therefore, apply in relation to the input of CREST Proxy Instructions.
It is the responsibility of the CREST member concerned to take (or, if the CREST member is a CREST personal member, or sponsored member, or has appointed a
voting service provider(s), to procure that his CREST sponsor or voting service provider(s) take(s)) such action as shall be necessary to ensure that a message is
transmitted by means of the CREST system by any particular time. In this connection, CREST members and, where applicable, their CREST sponsors or voting system
providers are referred, in particular, to those sections of the CREST Manual concerning practical limitations of the CREST system and timings.

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the Uncertificated Securities Regulations 2001.

(5) Appointment of proxy by joint holders
In the case of joint holders, where more than one of the joint holders purports to appoint one or more proxies, only the purported appointment submitted by the most
senior holder will be accepted. Seniority is determined by the order in which the names of the joint holders appear in the Company’s register of members in respect of
the joint holding (the first named being the most senior).

(6) Entitlement to attend and vote
To be entitled to attend and vote at the Annual General Meeting (and for the purpose of determining the votes they may cast), members must be registered in the
register of members of the Company at 6.00 p.m. on 24 October 2009 (or, if the Annual General Meeting is adjourned, at 6.00 p.m. on the day two days prior to the
adjourned meeting). Changes to the register of members after the relevant deadline will be disregarded in determining the rights of any person to attend and vote at the
Annual General Meeting.

(7) Nominated persons
Any person to whom this notice is sent who is a person nominated under Section 146 of the Companies Act 2006 to enjoy information rights (a “Nominated Person”)
may, under an agreement between him/her and the member by whom he/she was nominated, have a right to be appointed (or to have someone else appointed) as a
proxy for the Annual General Meeting. If a Nominated Person has no such proxy appointment right or does not wish to exercise it, he/she may, under any such
agreement, have a right to give instructions to the member as to the exercise of voting rights. 
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(8) Website giving information regarding the Annual General Meeting
Information regarding the Annual General Meeting, including information required by Section 311A of the Companies Act 2006, is available from www.eclectictrust.com

(9) Questions at the Annual General Meeting 
Under Section 319A of the Companies Act 2006, the Company must cause to be answered any question relating to the business being dealt with at the Annual General
Meeting put by a member attending the meeting unless answering the question would interfere unduly with the preparation for the meeting or involve the disclosure of
confidential information, or the answer has already been given on a website in the form of an answer to a question, or it is undesirable in the interests of the Company
or the good order of the meeting that the question be answered.

(10) Audit concerns
Members should note that it is possible that, pursuant to requests made by members of the Company under Section 527 of the Companies Act 2006, the Company
may be required to publish on a website a statement setting out any matter relating to: (i) the audit of the Company’s accounts (including the auditor’s report and the
conduct of the audit) that are to be laid before the Annual General Meeting; or (ii) any circumstance connected with an auditor of the Company ceasing to hold office
since the previous meeting at which annual accounts and reports were laid in accordance with Section 437 of the Companies Act 2006. The Company may not require
the members requesting any such website publication to pay its expenses in complying with Sections 527 or 528 of the Companies Act 2006. Where the Company is
required to place a statement on a website under Section 527 of the Companies Act 2006, it must forward the statement to the Company’s auditor not later than the
time when it makes the statement available on the website. The business which may be dealt with at the Annual General Meeting includes any statement that the
Company has been required under Section 527 of the Companies Act 2006 to publish on a website.

(11) Voting rights
As at 9 September 2009 (being the latest practicable date prior to the publication of this notice) the Company’s issued share capital consisted of 17,719,502 Ordinary
Shares, carrying one vote each. Therefore, the total voting rights in the Company as at 9 September 2009 were 17,719,502 votes.

(12) Communication
Members may not use any electronic address provided in this notice or in any related documents (including the accompanying circular and proxy form) to communicate
with the Company for any purpose other than those expressly stated.

(13) Documents available for inspection
Copies of the letters of appointment in respect of each Director and the proposed new articles of association of the Company will be available for inspection at the
registered office of the Company and at the offices of Dickson Minto W.S. at Royal London House, 22/25 Finsbury Square, London EC2A 1DX during normal business
hours on any weekday (Saturdays, Sundays and public holidays excepted) from the date of this notice until the conclusion of the Annual General Meeting and at the
venue of the meeting from 11.45 am until the conclusion of the meeting.
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APPENDIX

SUMMARY OF THE PROPOSED MATERIAL AMENDMENTS TO THE ARTICLES OF ASSOCIATION OF THE COMPANY

The material amendments to the Company’s current articles of association arising from the proposed adoption of the New Articles are

summarised below. References to Article numbers are references to a particular Article in the New Articles. 

This Appendix does not summarise non-material changes and, in particular, it does not summarise changes of a minor, technical or

clarifying nature. A copy of the New Articles will be available for inspection at the registered office of the Company and at the offices of

Dickson Minto W.S. at Royal London House, 22/25 Finsbury Square, London EC2A 1DX during normal business hours on any weekday

(Saturdays, Sundays and public holidays excepted) from the date of the notice of the AGM until the conclusion of the Annual General

Meeting, and at the venue of the Annual General Meeting from 11.45 am until the conclusion of the meeting. The New Articles will also be

available for inspection at any time on the Company’s website www.eclecticinvest.com

General

Generally, the opportunity has been taken to bring clearer language into the Company’s articles of association.

Articles that duplicate statutory provisions

Certain provisions in the current articles of association of the Company which replicate provisions contained in companies legislation are

being amended to bring them into line with the Companies Act 2006 (the “2006 Act”). Some of those provisions, including provisions as to

convening general meetings and proxies, are detailed below.

Treasury shares

Since 1 December 2003, traded companies that buy back shares out of distributable profits have been able, subject to certain limitations,

to hold shares bought back in “treasury”, rather than having to cancel them. The New Articles have been drafted in a manner consistent

with the treasury shares regime and include provisions which clarify that the Company cannot attend meetings, vote, receive any

distributions or exercise any other rights attaching to any shares held in treasury.

Uncertificated shares

The New Articles contain detailed provisions relating to the holding of shares in uncertificated form in accordance with the CREST 

uncertificated securities system. 

In addition, the New Articles provide that Euroclear UK & Ireland Limited is the holder of the register of uncertificated shares in the

Company and that the Company will not be liable for a failure of the Company’s obligations to maintain a register of uncertificated shares.

The New Articles also specifically provide, at Article 86(B), for the Board to make provision for holders of uncertificated shares to appoint

proxies by electronic means.

Provisions of the Company’s memorandum of association

The provisions regulating the operations of the Company are currently set out in the Company’s memorandum of association (the

“Memorandum”) and articles of association. The Memorandum contains, among other things, the objects clause which sets out the scope

of the activities that the Company is authorised to undertake. This is drafted to give a wide scope.

The 2006 Act significantly reduces the constitutional significance of a company’s memorandum. It provides that a memorandum of

association will record only the names of subscribers and the number of shares that each subscriber has agreed to take in the company.

Under the 2006 Act, the objects clause and all other provisions which are currently contained in a company’s memorandum will, for

existing companies at 1 October 2009, be deemed to be contained in that company’s articles. Therefore the Company’s articles of

association will, unless action is taken, be deemed to incorporate those provisions from 1 October 2009.

The 2006 Act states that, unless a company’s articles provide otherwise, a company’s objects are unrestricted. This abolishes the need for

companies to have an objects clause. For this reason, the Company is proposing to remove its objects clause together with all other

provisions of its Memorandum which, by virtue of the 2006 Act, are treated as forming part of the Company’s articles of association as of 

1 October 2009. Parts (i) and (ii) of Resolution 11 will remove the Company’s objects clause. As the effect of this resolution will be to

remove the statement currently in the Company’s Memorandum regarding limited liability, the New Articles contain an express statement

regarding the limited liability of shareholders.
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Change of name

Currently, a company can only change its name by special resolution. Under the 2006 Act, a company will be able to change its name by

other means provided for by its articles of association. To take advantage of this flexibility, the New Articles enable the directors to pass a

resolution to change the Company’s name.

Authorised share capital and unissued shares

The 2006 Act abolishes the requirement for a company to have an authorised share capital. The Company is proposing changes to its

articles of association to reflect this matter. The directors will still be limited as to the number of shares they can at any time allot as they

will continue to be required under the 2006 Act to seek authority from shareholders to allot shares.

Redeemable shares 

Under the Companies Act 1985 if a company wishes to issue redeemable shares, its articles of association must include a statement of

the terms and manner of redemption. The 2006 Act enables directors to determine such matters instead, provided they are authorised to

do so by the articles. The New Articles contain such an authorisation. The Board currently has no plans to issue redeemable shares but, if

those plans change, the directors would need shareholders’ authority to issue new shares in the usual way. 

Suspension of registration of share transfers

The current articles of association of the Company permit the directors to suspend the registration of share transfers for up to 30 days in

each year. Under the 2006 Act, share transfers must be registered as soon as practicable and the Company is not entitled to close its

register. The current articles of association of the Company are therefore inconsistent with this requirement. Accordingly, this power has

been removed in the New Articles.

Form of resolution

The current articles of association of the Company refer to “extraordinary” resolutions and “extraordinary” general meetings. These

concepts have been abolished under the 2006 Act and accordingly the New Articles reflect this matter. Meetings of shareholders (other

than annual general meetings) are referred to simply as “general meetings” in the New Articles. Any resolution requiring a 75% majority will

be a “special” resolution. Where for any purpose an ordinary resolution is required a special resolution shall also be effective under the

New Articles. 

Stock

The current articles of association provide that the Company may by ordinary resolution convert any fully paid shares into stock and 

re-convert any stock into fully paid up shares. The 2006 Act abolishes the power to convert shares into stock. The New Articles reflect 

the provisions of the 2006 Act by deleting the provisions relating to stock.

Convening of general meetings and annual general meetings

The provisions of the current articles of association dealing with the convening of general meetings and annual general meetings and 

the length of notice required to convene such meetings are amended in the New Articles to conform to the provisions of the 2006 Act. 

In particular, general meetings to consider special resolutions can now be convened on 14 days’ notice whereas previously 21 clear 

days’ notice was required. An annual general meeting still requires 21 clear days’ notice. 

Votes of members

Under the 2006 Act all proxies are entitled to vote on a show of hands whereas under the current articles of association proxies appointed

by individuals (rather than corporations) are only entitled to vote on a poll. The time limits for the appointment of proxies have also been

altered by the 2006 Act so that weekends and bank holidays do not need to be counted in determining the time limits for the lodging of

proxies. The 2006 Act allows multiple proxies to be appointed provided that each proxy is appointed to exercise the rights attached to a

different share or class of shares held by the appointing shareholder. The New Articles reflect all of these matters. 

Corporate representatives

The 2006 Act permits a corporate shareholder to appoint multiple corporate representatives who can attend, speak, vote and count

towards a quorum at any general meeting. The New Articles reflect these provisions of the 2006 Act.
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SUMMARY OF THE PROPOSED MATERIAL AMENDMENTS TO THE ARTICLES OF ASSOCIATION OF THE COMPANY

CONTINUED

Chairman’s casting vote

The current articles of association confer a casting vote on the Chairman at shareholder meetings where there is an equality of votes. 

The New Articles do not confer a casting vote on the Chairman, in line with the EU Shareholders’ Rights Directive.

Periodic retirement of directors 

The Combined Code on Corporate Governance recommends that all directors must submit themselves for re-election no later than the

third annual general meeting following the meeting at which they were elected or last re-elected. The New Articles reflect this position and

no longer require the directors to retire by rotation.

Vacation of office by directors

The current articles of association of the Company specify the circumstances in which a director must vacate office. The New Articles

update these provisions to reflect the approach taken on mental and physical incapacity in the model articles of association for public

companies produced by the Department for Business, Innovation and Skills.

Indemnities

The 2006 Act allows companies to indemnify their directors and other officers and to provide to their directors funds to cover the costs of

defending legal proceedings brought against them on an “as incurred” basis. In addition, a company may indemnify the directors of an

associated company and the directors of a company acting as trustee to an occupational pension scheme. Since directors are increasingly

being added as defendants in actions against companies and litigation is often very lengthy and expensive, the Board believes the risk of

directors being placed under significant financial strain is increasing. This may impact on the ability of the Company to recruit and retain

members of the Board of an appropriate calibre. Accordingly, the New Articles take advantage of the new law in relation to the

indemnification of officers. The Board believes that the power of the Company to indemnify its directors in the manner described above is

fair and reasonable and introduces a more appropriate balance of risk and reward. The indemnity provisions in the New Articles do not

extend to the auditors of the Company.

Electronic and web communications

The New Articles contain provisions which will enable the Company, if the Board considers it appropriate, to communicate with

shareholders via electronic means (for example, by email and the Company’s website) to the extent permitted under the 2006 Act.

Provisions no longer required

Under the Companies Act 1985 a company wishing to make certain alterations to its share capital is required to have authority in its

articles of association in order to do so. The 2006 Act does not require such authorities in the articles of association and so the provisions

in the current articles of association dealing with the increase, consolidation, sub-division and cancellation of shares are not included in the 

New Articles.

Directors’ fees

In order to provide flexibility in the future, it is proposed that the aggregate cap on Directors’ fees be increased from £75,000 per annum to

£100,000 per annum.
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