Slater, Walker Securities Limited

Report of the diractors

2

Activities
of the Company
and its Subsidiaries

Group Results
and Turnover

£000
r.:,'

10,446
837
14
825
7,893
2,832
(137)
621

23,331
2,194

21,137
293
(1,967}
2,494
21,957

{(7.475)
14,482

o e ‘ 74
678

(226)
1,438

_14.485

Dividend
on QOrdinary and
o Preference Shares

The directors present their annual report and the audited accounts for the ysar
endad 31st December, 1976. In particular, your attention is drawn to Note 1
and to the related qualification of the auditors.

The Company is a holding company, whose principal operating subsidiaries and
their activities are set out in Note 17.

The consolidated profit and loss account is set out on page 27 and shows the
Group results for the year ended 31st December, 1975,

An analysis by activity of the resuits before exceptional and extraordinary items
and taxation is given below :—

1975
£'000
Invasiment banking and other financial activities
Commercial banking 5,963
Corporate finance 566
Underwriting fees 6
Investment management 1,473
Investment dealing—net loss (2,048)
Investmentincome 1,658
Instalment credit —_—
Investment banking profit of associated companies —_—
7,618
Less: Overhead expenses 2,251
5,367
Insurance—dividend receivable (gross) 125
investment trusts _
Property {2,454)
Commercial and industrial activities {B)
’ 3,030
Less: Expenses of holding company including
interest on unsecured loan stocks (7.384)
(4.354)

Detalls of the substantial exceptional and extraordinary items and of taxation,
which must also be taken into account, are shown in the notes to the accounts.

. A geographical analysis of the above results is as follows :—

United Kingdom and Channel Islands (4.215)
Africa —
Australia 1
Europe ‘ {238)
Far East (19)
North America 117
{4,354)

The turnover for the Group during the year was £19,803,533 (1974: £19,328,792)
comprising dividends, interest other than bank interest, rental income and dealing
profits. Nelther the Company nor any of its subsidiaries exported any goods from

. the United Kingdom during the vear.

The interim ordinary dividend of 2:695p per share announced on 19th August,
1975 was subsequently cancelled on 22nd December, 1975, No final ordinary
dividend is proposed.

Preference dividends were paid on 81st May, 1976 and st December, 1976,
it is not proposed to pay, at this time, the preference dividend due on 31st May,
1876, nor any supplemental dividend as referred to in Note 6(c). As the supplemental
dividen! is now technically more than six months in arrear, preference shareholdsrs
are entitled to attend and vote at the adjourned Annual General Meeting.
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Slater, Walker Securities Limited

Report of ths directors continued

Rirectors and
Pirectors’ Interests

The reduction in certain ditectors’ interasts
. paid ordinary shares with restricted rights arose from disposals following the
amendment to the executive share incentive scheme referred to under Share and |
Loan Capital later in this report. None of these disposals by directors was made-

. A. J. H. Buckley and Mr, J, D, Slater resigned from the Board on 8th Octobey,
,1“9%?, ;’ngi 241:'2 O\étober, 1975, raspectiiely, Mr. J. K. O'Donnell resigned on
26th January, 1976.

- [ isted on page 20, Mr, B, Banks, Mr, M. J. Booth, Mr. C, D. Macinnes,
r?fl{'.thl? d!-lir.‘a%rgslésrﬁan a?rdg Mr. R. E. Whitten were directors throughout 19875,
SirJames Goldsmith, Mr. C. E. A. Hambro, Mr, P. D. Hill-Weood, Mr. 1, G. Kennington,
Mr. D. Leca and Lord Rothschild were appointed on 24th October, 1975, Mr, D,.J,
Thomason was appointed on 26th January, 1976,

dance with the Articles of Association, Sir James Goldsmith, Mr. C. £, A,
waﬁg?& hr}Ir. F. D. Hilt-Wood, Mr. l. G. Kennington, Lord Rothschild and
Mr. D. J. Thomason hold office until the conclusion of the forthcoming adjourned
Annual General Meeting and, being eligible, offer themselves for re-elaction,
The directors retiring are Mr, B. Banks and Mr. C. D. Macinnes who, being eligible,
offer themselves for re-election. Mr. D. Leca, having recently attained the age of
70 years, is due to retire at the conclusion of the Meeting. A resolution to re-elect
Mr. Leca, of which the Company has received Special Notice, will be ~roposed
at the Meeting.

As a result of the contraction in the Group’s activities, Mr. M. J. Booth and
Mr. . H, Wasserman will be resigning from the Board at the conclusion of the
adjourned Annua! General Meeting.

The directors and their immediate famifies were interested, beneficially unless
otherwise stated, in the following shares and options of the Company at

31st'December, 1975. Their interests at 1st January, 1975 or date of appointment,
if later, are shown in brackets.
Ordinary shares

Optians to fulty paid with
Ordinary shares subscribe for Ordinary shares  restricted rights
fully paid ordinary shares partly paid (Note 6 {d)}

SirJamesGoldsmith 2,000,000( —) —{ —) —{ —) —( )
B. Banks 5,025( £026) 18,688(18,688) 20,000(20,000) 6,666(5,666)
M. J. Booth 5,000( 5,000) —_ =) —{20,000) —(6.666)
C. b, Maclanes 10,250(10,260) 5,700( 5.700) 13,6060(13.600} 4,633(4,633)
J. K. O’Donnall 10,000(10,000) —~( —) 14,300(18,300) 4,766(6,100)
. H. Wassarman 1,000(13,333) —{ —) —(20,000) —(6,666) -
R. E. Whitten ) 3,000( 3,000) 22,700(22,1 00) 9,200{ 9,200) 3,066(3.068)

in partly paid ordinary shares and fully

&

until after the publication of tha interim statement on 19th August, 1975. The only ~ «

other reduction was the disposal by Mr, . H. Wasserman of fully paid ordinary. - |

shares of which the Company was notified in accordance with the pravisions of
the Companies Act 1967 on 5th September, 1975. ' -

Mr. C. E. A. Hambro, Mr. P. D, Hill-Wood, Mr. L. G. Kennington, Mr. D. Leca and
*Lord Rothschild had no interest in the shures and options of the Company either
, at the time of their appointment or at 31st December, 1975. At the time of his
appointment, Mr. D. J. Thomason had no interest in the shares and options of the’

Company. Mr. C. D. Maclnnes’s ‘interest includes a non-beneficial interest in

3,750 (8,760) ordinary shares fully paid and in addition he has a non-beneficial .

interest in £1,872 (£1,872) 9% per cent. Partly Convertible Unsecured Loan Stock
1984. The directors and their immediate families had no other interests, beneficial
or non-beneficial, in the share capital, options, unsecured loan stocks or warrants

of the Company or of any of its subsidiaries at { st January, 1975 and 31st Decermber, -

1978,

There have been no chénge‘s in the interast
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Slater, Walker Securities Limited

Report of the directors continued

]

Material Interests
of Directors in
Contracts

Substantial Interasts

Share and Loan
Capital

An amendment to The Stock Exchange Listing Agreement issued in J uly, 1976,
extends the category of contracts of significance requiring disclosurs, to {oans in
which a director is interestad where the aggregate amount outstanding during
the year was £100,000 or more. The following such loans, made by Slater, Walker
Limited, the banking subsidiary, were outstanding at 31st December, 1975 +

Highest
Name Nature of Loan Amount During Year
A, J, H. Buckloy Personail Loans £772,840 £783,655
J. K. O'Donnell House Montgage Loan £88,537 £89,780
Parsonal Loans £225,767 £226,757
J. D, Stater House Mortgage Loan £118,149 £118,799
I, H. Wasserman House Mortgags Loan £58,637 £59,495
Personal Loan £94,642 £87,643

These loans are also referred 10 in Section C of the summary of the Accountants” .
Report,

House mortgage loans carried interest at the Building Societies Association
recommended rate (11 per cent.) and the personal loans carried interest at 2 per
cent. above National Westminster Bank Limited's base rate throughout 1975,
Since 31st December, 1975, certain directors have left or, as stated above, are
leaving the Board and variations to the terms of soma of the loans have been agreed.

Loans totalling £352.000 to companies controlled by Mr. J. D. Slater which
were outstanding during the year have now been repaid in full. These loans were
fully secured and carried a commercial rate of interest. Since the vear end,
Mr. J, K. O’Donnell's [oans have been reduced by a net amount of £55,262,

In addition, there were loans outstanding, made in the normal course of business
by the banking subsidiary, to companies assoclated with Sir James Goldsmith,
which at the time of his appointment as a director of the Company totalled £5-4
million. These loans were fully secured and carried a commercial rate of interest.
tmmediately following his appointment, Sir James Goldsmith made arrangemants
for repayment of thest loans and shortly thereafter they were repaid in advance of

-their maturity dates. Tiie Group also held loan stocks in three companies, of which

Sir James Goldsmith is a director, and in which he has interests, details of these

~ are shown in the Appendices.

The Group has paid fees to Banque Occidentale pour I'industrie et le commerce
S.A. ("BCIC"), Hambros Bank Limited (" Hambros™), and N. M, Rothschild & Sons
Limited (“Rothschilds”). Sir James Goldsmith is a director of BOIC and Mr, P, D.
Hill-Wood was also a director of BOIC until recently; Mr. C. E. A, Hambro,
Mr. P. D. Hill-Wood and Mr, D. J. Thomason are directors of Hambros: Lord
Rothschild and Mr. I. G. Kennington are directors of Rothschilds.' None .of these
directors received emoluments from the Group during the year. .

Save as aforesaid, no contracts of significance in relation to the Company's

* business, in which dirsctors of the Company were materially interested, subsisted

at any time during the financial year,

The Corﬁpany has not received any indication that any person is interested in
10% or more of the issuad share capital of the Company,

- In April, 1975, the Board of Directors exercised their bowers undsr Clause 12 of the

Share Incentive Scheme {the “Scheme") and amended the Scheme S0 as to
include a stop-loss provision. During the year 677,550 partly paid shares were
paid up under the amended terms of the Scheme and the restrictions released on
225,825 fully paid shares with restricted rights (Note 6),

During the first half of the year the Company purchased Joan stocks at prevéilin{;
market prices for cancellation (Note 8),
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Slater, Walker Securities Limited

Report of the directors continued

Reserves
Fixed Assets

Banking and Insurance
Subsidiaries

Employaes

Pursuant to offers and schemes, submitted to loan stockholders on 18th July, 1975,
the Company issued £11,903,565 Nominal of a new 17%% Unsecured Loan Stock
1995, 1,157,216 ordinary shares of 26p each credited as fully pald and paid
£710.016 in cash in consideration for the cancellation of i—

£1,983,573 nominal of 9% Unsecured Loan Stock 1988/93

£4.387,005 nominal of 9% Unsecured Loan Stock 1991/96

£8.227.866 nominal of 9% Unsecured Loan Stock 1991/96

£7.120,082 nominal of 93% Unsecured Loan Stock 1987/2002
In the period up to 30th September, 1 975, the Company purchased for cancellation
£213,972 nominal of 93% Partly Convertible Unsecured Loan Stock 1984 at
prevailing market prices. This stock was not the subject of pither an offer or a
scheme,

In December, 1975, the Company redeemed the whole of the remaining issued
£3,459,228 Nominal of 94% Unsecured Loan Stock 1991/96 at £100 per cent.

Changes during the year are shown in Note 7.

The directors consider that the aggregate current market value of the investment
properties held for, or in the course of, development at 31st December, 1875,
in their then existing uncompleted state, would have been substantially below
book vaiue. Your directors have not commissioned an independent professional
valuation of the investment property portfolio on this basis as they are of the
opinion thatitwould beirrelevant, there being no intention of selling these properties
in their uncompleted state. However, as it seems probable that deficits will arise
on the completion and disposal of these properties, a general provision of £8-25
. million has been made. In addition the book values of properties disposed of
since 31st December, 19785, have been adjusted to reflect the prices at which they
were sold. The net book value of properties held as fixed assets, after making the
provision and adjustments described, should not, in view of the uncertainties
inherent in the property market at the present time, be regarded as the aggregats
open market value bacause the directors feel unable to detetrmine this with precision.
Similar .consideratioqg apply to a loan guarantee given by the Company in
connection with an ovarseas property development undertaken by a third party.

The directors have also considered the valuation of the Unit Trust Management
Contracts in view of the misleading impression which could otherwise be created
by the two purchased contracts being shown at cost, which in view of their recent
acquisition approximates to market value, whilst continuing 1o include no value in
respect of the more profitable contracts for the management of the original Slater,

" Walker Trusts. Accordingly all contracts have been revaiued by the directors at

31st Decamber, 1976, on an open market basis.
Changes during the year are shown in Note 10.

The poe}itiop of the Banking Division changed materially during the course of 1875.
In considering the position of Slater, Walker Limited (the only remaining banking
subsidiary) the arrangements with, and the obiigations to, the Bank of Esjland
detailed in Note 1 to the accounts must be taken into account, As a result of these
arrangements, and, in particular, the future obligations of Slater, Walker Limited
to make payments to the Bank of Engiand, the Board considers that a sale of
Slate::r, V}(alker Limited at the present time could not be made at its underlying net
asset value.

In the course of their review, the Board considered the amount at which the invest-
ment in the insurance subsidiaries was carried. After having taken steps to assist
Slater, Walker Insurance Company Limited (see Note 12) they decided to make a
round sum provision of £56 million against the original £11 million book carrying
cost to reflect a permanent reduction inits long term value. However, your directars
point out that if a sale of these subsidiaries were to be made today it would
probably not realise the full £6 million aggregate written down value.

The average number of persons employed in the United Kingdom during th
by companies within the Group at 31st December, 1975, was Ssogang \t(ﬁgiff'
aggragate remuneration for the year was £2,830,000,
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Slatey;, Walker Securities Limited

Report of the directors continued

Political and Contributions made by the Group (for which the reconstituted Board is not '
Charitable Donations responsible) were as follows \— "
{a) For political purposas: Aims of Industry £5,400 i
{made between 1st January European Movement £1.000 '
and 31st March, 1975) The Conservative Party £20,000 :

The Economic League £5,400

(b) For charitable purposes: £26,998

{rmade between 1st January
and 24th October, 1976)
These were the only contributions made during the year.

a2t

‘ Taxation (a) The market valuation of Slater, Walker Securities Limited shares on 6th April,
Q@ 1965, for the purpose of capital gains tax, after taking into account the one-for-three
capitalisation issues of ordinary shares in April, 1968, February, 1968, June, 1969,
and July, 1972, was :(—
Ordinary shares of 25p each 27-38p
Cumulative Preference shares of £1 each 68:75p
(b) The Company does not fall within the close company provisions of the Inceme
and Corporation Taxes Act 1970,

T

‘The auditors, Arthur Young McClelland Mosies & Co., have expressed their ;
willingness to continue In office in accordince with Section 159 (2) of the '
Companles Act, 1948. T

Auditors

By Order of the Board
. ) C. D. MACINNES
{ ‘ Secretary
: ' 1st September, 1976.
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Siater, Walker Securities Limited

Report of the auditors

to the miembers of . L
Slater, Walker Securities Limnited

We have examined the accounts of Slater, Walker Securities Limited and its
subsidiaries, which accounts have been prepared using tha historical cost conven-
tion as modified by the revaluation of certain assets.

We draw your attention to the following matters referred to in the report of the
directors and in the notes, on which we have reservations i—-

1. As explained in Note 1 the consolidated balance sheet includes £21,705,547 &
in respect of the consolidated net assets of the banking subsidiaries attribuiahle
to the Group's shareholding interest but in the separate balance sheet of the
Company no value has been attributed to this interest. Full details are also
set out in this Note of the guarantee of the banking subsidiaries’ loan -
portfolios. Were it not for the existence of this guarantee a very substantial §
provision for doubtful debts would, in our opinion, have besen necessary S
and the amount at which the investment in banking subsidiaries is shown in
the consolidated balance sheet would have required restatement by an
equivalent amount. Howaever, in our opinion, the investment in Slater,
Walker Limited {which has disposed of its banking subsidiaries since the
year-gnd for amounts approximating their net assets) is, with the support
of the guarantes, not without value in the event of a disposal, and the
omission of this investmant from the Company's own balance sheet has
resulted in the capital and reserves of the Company being understeted.

2, As explained in the report of the directors ne independent professional /
valuation has been obtained of the Group’s properties, the great majority of :
which are in the course of development, or of the overseas proparty to which
the guarantee referred to in the dirsctors’ report applies. Accordingly we are
unable to satisfy ourselves that the provisions made on the basis described in
the report of the directors are sufficient to reduce the value at which the
properties are stated in the accounts to that which will be realised on comple-
tion of the developments after deducting all costs to completion and, in so far
as the overseas property loan guarantes is concerned, to provide for all
potential losses thersunder,

3, As explained in the report of the directors the amount at which the insurance
subsidiaries are statad in the balance sheets has been reduced by a provision D
of £5 miilion because the directors consider that a petmanent impairment has @ =
occurrad in the value of these holdings. We are unable to satisfy ourselves
as to the adequacy of this provision.

4. As indicated in the report of the directors and in Note 10 the directors have -
revalued the Unit Trust Management Contracts at £5 million on an open
market basis. We are not able to determine whether this amount is appropriate,

In our opin'ion, subject to these reservations, the accounis set out on pages 27 to 45 ok
together give, under the conventions stated and so far as concerns members of - *
Slater, Walker Securities Limited, a true and fair view of the state of affairs at

31st December, 1976, and of the results fur the vear ended
comply with the Companies Acts 1948 and 1967, vear ended on that date and

Arthur Young McClelland Moores & Co., Q\
Chartered Accountants g

London
1st September, 1976 "
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Slater, Walker Securities Limited

Consolidated Profit and Loss Account
Tor the year ended 31st December, 1975

L
1974 L
£ Note £ £
: Profit/ (loss) of the Company and its
10,608,213 subsidiaries 3(b) (4.354,485)
— Exceptional items 3(c) (3,3%3,527)
N )
3.873.712 Share of profit of associated companies ——
14,481,925 (8.248,012)
® 5,709,427 Taxation 4 2,400,543
8,772,498 {10,648,555) - I
(68,530) Minority interests 5,450
8,703,968 _Profit/(loss) before extraordinary items {10,643,105)
(38,926,124) Extraordinary items 3(d) . (31.699,202)
(30,222,156) ' - Net loss for the year 1 (42,342,307)
’ Dividends : .
Preference 6(c) 152,308
Ordinaty: Interim ‘ —
Final e
5,984,116 —_— 152,303 )
{34,206,272) (42,492,616) .
33,678,228 Transfer from Reserves 2(0(v) 3,299,951
‘ '29,688,'1 13 " Undistributed profit brought forward . : 28,060,070
- £29,060,070 Deficit (1974 undistributed profit) carried forward 3(f) - (£10,134,595)
@ Loss (1974 earnings) per ordinary share of 259 B
11-75p Basic (14-6§p)
11-82p Fulty diluted See Not:
9

The notes on pages 32~46 form part of these accounts.
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Slater, Walker Securities 1

1974
~ o £
21,637,623
22,816,112

7,408,012

29,060,070
80,922,717

42,760,864
76,982,039
664,741

/
"w . .10

22,992,321

2,065,745

7,960,610

3,826,185
36,833,861

£238,363,737

Note: The total of Capital and Reserves includes £21,705,547 net tangible assets and £11
‘ deposit being the amounts of the Group’s interests in its banking subsidiaries whic

Share Capital

Share Premium Account

Reserves

Profit and Loss Account

Total Capital and Reserves

Unsecured Loan Stocks

Other Loans

Minority Interests

Corporation Tax

" QGurrent Liabilities

Creditors and short term loans

Secured : £449,884 (1974 £2,000)

Current taxation
Bank loans and overdrafts

‘Ordinary dividend

arrangements refsrred to in Note 1.

Consolidated Balance Shept a1

£

See note below

15,631,838

2,259,763
1,608,875

£
22,093,685

23,252,003
5,443,056

(10,134,595)
40,654,149

26,864,703
72,549,053

773,155

19,500,476

£160,341,546

e —
e ve——————

438,740 Group net @&
h are affected by the

B
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Q.
i
:
,
s
€
!j
N 4
.En
:.’l,‘
‘1
{,\:7
s
v n<.’
‘;
e
R S
oy
b

i
o
i

i

Tha notes on pages?Hé forr

. 28

T e T e e kA e e = e et

2 A \)///‘\._RU L nt
’ LRy e Tus
. . .

arm—



3 Limited and subsidiaries

¢t at 31st December, 1975

@

1974

£
61,621,058

- =

55,781,466
11,000,000

34,078,134

L~

’ 20,134,226

. 55848863

£238,363,737

Y

.45 {6rm part of these daccounts,

17,873,171

37,908,285

1.812,814

10,856,689

7,464,723

26,086,453
1,773,301
17,227.823
9,305,267

1,456,019

Fixed Asseta

Banking Subsidiaries
Consolidated net assets

Add: Net amount due from banking

subsidiaries

Insurance Subsidiaries
Associated Companies

Investments

Quoted in United Kingdom:
Market Value £5,095,445
(1974: £740,833)

Quoted outside United Kingdom:

Market Value £1,089,138
(1974: £10,169,424)

Unquoted : Directors’ Valuation

£8,831,018 (1974 £7.422,373)

Current Assets
Debtors

Taxation recoverable
Properties held for resale

Investments : Market/Directors’
Valuation £3,905,702
(1974: £9,322,779)

Bank balances and cash

JAMES GOLDSMITH

Note £ £
10 57,660,308

T&1H
21,705,547

11,438,740
~——— 33,144,287

12 6,000,000

5,605,479
1,088,151

8.831,018
16,424,648

26,660,744
2,258,111
11,962,898

13 ' 3,838,866

3.491,684
—— 48,212,303

Directors

R, E. WHITTEN

£160,341,646

v—per
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SIALT Y, WWCISTT 210

Company Balance Sheet at 31

1974
f £ Note £ £
21,637,623 Share Capital 6 22,093,685 .
!
s ;‘
22,816,112 Share Premium Account 7 23,252,003 i
|
@&
11,763,837 Reserves 7 25,065,939 |
|
|
6,270,606 Profit and Loss Account (51,463,025) 3
62,478,078 Total Capital and Reserves 18,948,602 Ir
42,760,864 _ Unsecured Loan Stocks -8 26,864,703 o
; o o
. 22471934 Other Loans “ 9 15,542,641 !
Current Liabilities ' |
7,977,328 Creditors - 1,414,329 N .
4 — Current taxation ‘I 757,050 !
7.446,120 Bank overdraft S ‘ 20;021
3,825,186 Ordinary dividend ‘ | — \ )gf
19,248,683 ——— S 28400 .
U
i
4
i
£146,949,609 ' ) £63,547,346 4 i;
= — i
N
o]
4 !
N ’:v%
: @ WP 4 i
N U\}
The notzton pages 3245 ; f°”7' F
30 \\
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haet at 31st December, 1976

S LW W] L WIE R e RIS W

1974
£ £ Note £ £
‘ 2,873.644 Fixed Assets 10 2,348,850
) Subsidiary Companies
45,165,500 Shares at cost less amounts written off 1 16,137,840
{1974 at cost)
. Amounts due from subsidiaries {other than
m 0 59,828,320 bankingsubsidiaries) less amountswritten off 112,516,466
37,908,285 Net amount due from banking subsidiaries 11 11,438,740
142,702,106 140,093,046
2,125,223 Less: Amotnts due to subsidiaries 80,637,154
140,676,882 —0—— ——— 59,455,892
i
Associated Company
400,000 .. [Market Value 1874 : £230,000) —_
Current Assets
1,277,696 Debtors 1,609,230
1,821,287 Advance Corporation Tax recoverable 133,374 ‘
3,098,983 ——— . 1,742,604
o > B
R JAMES GOLDSMITH _ o
Directors : 'S
, R. E. WHITTEN e
@ - @
;
§ £146,949,509 £63,547,346
0 i
® 9

e ow s

sos 32-46 i form part of these acoounts,
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Slater, Walker Securities Limited

Notes on the Accounts

1. GUARANTEE OF BANKING SUBSIDIARIES’ LOAN PORTFOLIOS

By an agreemant dated 11th Dacember, 1975, (“the Guarantee”) the Bank of England guaranteed and indemnified Slater, Walker
Limited and its banking subsldiatles against losses on advancos and contingent liabilities up to a nisximum principal amount of
£40 million togsther with future interest accruing on such advances.

In cansideration of the Guarantee, the guarantor is entitled to recelve all the profits of Slater, Walker Limited fron, 1st January, 1978,
until such time as the profits thus coded amount to 126 per cent. of the total amount drawn under the Guarantee and not
suhsequently recovered by the guarantor. All such payments are contingent on future profits being earned by Slater, Walker
Limitad.

In addition, the Company has undertaken to preclude or limit the payment of dividends onits ordinary share capital to such an extent
and for such a period as may be acceptabla to the guarantor. The Company has further undertaken, as soon as practicabls, to inject
£10 million additional capital into Stater, Walker Limited by way of new shares or an interest-free subordinated loan. This
injection of £10 million will be in partial satisfaction of an earlier obligation under a facility letter datad 27th November, 1975, Q«
from tho Rank of England to convert up to £25 million of Group deposits, with Slater, Walker Limited, into equity capital. The
subscription cf.the remaining £15 million of equity capital is expressed to be conditional on such action being consistant with
tha responsibility of tha directors, The Company has undertaken to procure the due perfarmancea by Slater, Walker Limited of its
obligations under ths Guarantes, Under the terms of the facility letter the Company has given a guarantee to the Bank of England
of all sums due by Slater, Valker Limited undar the facility. This guarantea is subordinated to all other creditors of the Company,
The Guarantea given by the Bank of England was designed to preclude the need for provisions which would otherwise have
been required in the accounts of Slater, Walker Limited in addition to tha then existing provision for doubtful dabts of £9-6 million.
At 31st December, 1975 no calls had been made under the Guarantee although it is likely that the Guarantse will ba required in
full in which event payments totalling in excess of £60 million would bo payable by Slater, Walker Limited to the Bank of England
out of its future pre-tax profits as and when earned. Whilst these arrangements should result in there being no requirement for
additional doubtful debt provisions it is not expected that, in the foraseeable future, any earnings will accruse to the Group from
Slater, Walker Limited,

In these circumstances, the consolidated balance shast includes £21,706,547, being the consolidated nat assets of the banking
subsidiaries attributable to the Group's shareholding interest, The accounts of the banking subsidiaries are summarised in Note 11.
in the separats balance sheet of the Company no amount has been attributed to the valuz of the investment in the banking
subsidiaries. SN

2, ACCOUNTING POLICIES e X : L

{a) ‘Basis of Consolidation ) y
. The consolidated accounts, which have bean prepared on a going concern basls, include the audited accounts of the Company -
"and all its subsidiaries, other than three wholly-owned insurance companlss. v N

~r

he loss before taxation includes the results of subsidiaries acquired during tha year from the effective dates of their acqulsition. *~*
Cnly dividends received are included in respact of companies which ceased to be subsidiaries during the yaar. The excess of cost of
shares in subsidiaries acquired over their atiributable net tangible assets is' debited to raserves, )

Prior to 1875 the Group’s interest in assoclated companies was incorporated in the consolidated accounts on the basis set out &
below (sea (b) end (i} (i)).
(b} Associated Companies (applies only to the comparative figures for 1974 since no Investments of this type were hald at

&ist Decambar, 19756 (see (1) (1) below).

{iy Thoe share of profits of assoclated companies relates only to companies other than subsidiaries in which the Group holds not .? ) '

less than 20% of the equity as a long-term investment and exercises a significant influence in their management, ot

2

(i} The Group's investments In associated companises ara stated at tholr cost, less amounts written off, plus attributs! .
e . ’ . bl , f shle post-
acquisition retained profits and reserves. The Gronn's ehars of profits of assoclated com anies i i :
profit and loss account. = p is included in the consolidated

/,‘/ 1
S

(¢) Banking Subsidiaries
The directors ara of the opinion that in view of the matters referrad 1o in Nate 1 it would bs misle i i
fully the net assots of Slater, Walker Limited and its subsidiaries, the accounts of which are pmpagri;‘g ;‘r’t fﬁ;“l;glslies Louft?é]r?soe]g?éar
banking companles. Accordingly the net assets have been included in the consolidated balance sheet in a single amount. The

consolidated prefit and loss account includes the results of the banking subsidiaries as in i
attributed to the Investment in Slater, Walker Limitad in the balance sheet of the Company al:rg:,guga‘;?x:\sﬁarge1;?ilﬁua has been

32 s

A we e awa e gy s m— e

1 Y [ 3y

Y .
) R i




@

Slater, Walker Securities Limited

Notes on the Accounts continued

2,
(d)

(e)

U]

(9)

(h)

m

ACCOUNTING POLICIES continued

{nsurance Subsidiarles

The directors are of the opinion thatthe business of these throe wholly-owned subsidiaries Is so different from that of the rest of the

Group that it would not ba meaningful ta includa them in the consolidated accounts. These subsidiaries are accordingly Included in
the consolidated balance sheet at cost lass amounts written off,

Tha accounts o_f these subsidiaries are prepared on the basls authorised for insuranca companios and their combined batance
sheets and profit and foss accounts are summarised in Note 12,

Investments

The inve;;tments s'tated at cost lass amounts written off in the consolidated balance sheet are those held by investment companies
and are, in the main, the Group's long-term holdings. From 1964 until 1973 realised profits less losses on the sales of these invest-
monts werg a!ways taken directly to reserves but, with effect from 1st January, 1974, Standard Accounting Practice No. 6, dealing
with extraogdmary items and prior year adjustments, issued by the institutes of Chartered Accountants, made it obligatory to pass
all transactions through the profit and loss account regardless of whether they are capital or revenus by natute, or abnormal cr
non-iecurring in relation to the main business of the company concarnad, Accordingly, profits and losses arising on the disposal
of long-term investments have baen included under extracrdinary items in the consolidated prefit and loss account and further

E{Etl'?lils of3 t?de)se, together with profits and losses on the dispesal of holdings in subsidiary and associated companies, are set out
in Note .

Investments held as current assets are statad et the lower of cost and net realisable value, These are held by dealing companies

and are generally held for the short tarm, Realised profits or losses on sales of these Investments are taken to the profit and loss
account.

$houﬁd the policy in respect of a particular holding be changaed, the resulting transfer between investment and dealing companies
is made at market price and any unreslised profit is eliminated on consolidation,

Dugpreciation
No depreciation is provided on fraghold and long leasehold properties, unit trust management contracts or works of art, All other
fixed assets are written off over their estimated useful lives on a straight line basis.

»

Forelgn Currencies

Assets and liabllities in foraign currencies are convertad at the rates of exchange ruling on the balance sheet date.

Gains and losses on ravenue transactions in foreign currancies are included in the profit and loss account and those arising on
capital transactians and on translation into sterling of the accounts of overseas subsidiaries and assuciates are shown in the
profit and loss account under extraordinary items,

Proparty

(1) Investment Property : .
Investment prapertios In the course of development, or held with that intention, are included as fixed assets (see Note 10) and
are stated at their original cost plus directly attributable expenditure to date including interast (net of tax relief where availabie),
with the exception of a residentiai development site with a book velus of £3-6 million in respect of which Interest is not capitalised.
When a building has been completed and substantlally let, interest and other expenses are charged to ravenue,

Surpluses arising from revaluations are credited directly to reserves whilst deficits on revaluations and all profits and lasses arising
on disposal are shown in the profit and loss account under extraordinary items, No property revaluations have cecurred during
the year, :

(ii) Property held for Resale

Properties held for resale, including wark in progress, are includad as currant assets and are stated in the consolidated balance
sheet at the lower of cost and estimated net realisable value, ) o
Interest payable in respect of propertles in course of development for futura resale is charged to the profit and loss account as
incurred,

Changes in eccounting policles and related matters

(i} Associatad Companles ’

During 1975 the Group disposed of all but three of its holdings In assoclated companies and becau- . these no longer meet:
the criteria laid down by the Institutes of Chartered Accountants in defining “Associates”, they have been transferred to
“Investments” in the consolidated balance sheet and only dividends received have been included in the consolidated profit and
loss account, Excluding the Group's proportion of the results of one former assoclate which by 31st July, 1978, had not produced
any audited accounts since those for the period ended 31st December, 1973, the effect of this re-classification on the Group's
rasuits for 1976 has been 1o increase the loss before taxation by £1,047.669.

() Hanking Subsidiarles

For tha reasons explained in Notes 1 and 2 {c) abova, the net assets of the hanking subsidlaries, which were fully consolidated in
1974 and prior years, are now shown as a single amount. The comparative figures for 1974 have accordingly ben restated in the
consolidated balance sheet,

ket
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Slater, Walker Securities Limited

Notee on the Accounts continued

2. AGCCOUNTING POLICIES continued

(i) Unit Trust Management Contracts .
Prior te: 15t January, 1973, the only unit trust management contracts 10 which any value was attributed in the accounts was the

purchzse price paid for the contracts ralating to the unit trusts previously managed by the Jessel Britannia Group, During 1876
the Group acquired the management contracts for the trusts previously in the National Group and at 31st December, 19765,
all centracts including those for the original Slater, Walker trusts have been valued by the directors on :the basis of open markst
value and included in the consolidated balance shoet at this valuation, the surplus arising on revaluation of £2,296,295 being

credited directly to reserves.

(iv) Provisions for parmanent diminution in carrying values

Aithough the policy of the diractors has been to make provision in cases where they considered that a permanent diminution in

value had occurred, this has rarely basn necessary in the past. Howevar, changes in the Group's structure and in its modus opeiandi

have led to a re-appraisal of the criteria 1o be applied in determining whether a shortfall in market value is of 2 temporary or a

L x permanant nature, the most significant factors being the length of time in which recovery can reasonably be anticipated an-' the
armount of management and financial support which the Group itself is able te give in order to achieve such a recovery, The
diractors in considering the carrying values of propertios held as fixed assets, the insurance subsidiaries and investments have

-

dacided that uncertainties surrounding the property and securities markets together with the general state of the economy,

o " require that provisions should be made as follows:—

o\ £

i Fixed assets (including a general provision of £8:26 million) 12,162,159

A Insurance subsidiaries 6,000,000

o fnvestments (including £1-65. million in respect of those purchased subsequent to the year end from

a; Slater, Walker Insurance Company Limited under the option referred to in Note 12 (a)) 9,664,292

; : Other 1,250,000

i —_—

i E £28,076,45%
; P Art——— .
I

These provisions have been charged in the profit and loss account as et ¢ - fnary items, and include the specific provisions
referred to in Note 10 (c) and a provision of £488,016 in respect of prop:~.., owned by Slater, Walker Limited which has been
' _sold since 31st December, 1976, for £666,911.

5’ As a rosult of these provisions being made, the carrying value of the holding company's Investment in and amounts due from
subsidiaries was substantially in axcess of the underlying net assets and accordingly they have bean written down to the net
amount of the latter with the exception of the holdings in Siater, Walker Limited (to which no value was attributed for the purpose
of the holding company’s balance sheet at 315t Decembar, 1975) and in the insurance subsidiaries.

f (v} Transfers from Reserves
i In 1874 a transfer was made from resarves 10 the profit and loss account of an amount equivalent to the extraordinary items
: referred to in (e) above so that the distinction between capital and revenue transactions followad by the Group would be

: 7 maintained. The setti_ng aside of the provisions referred to above has prevented a similar transfer being mads in 1976. The transfer”
E‘ shown Ip tha consolidated profit and loss account of £3,299,981 relates to the shars of the reserves of subsidiary and assoclated .
companies disposed of during the year that had previously formed part of consolidated reserves. Frior to.1975 the opening -

balancs on the consolidated profit and loss account had been adjusted for the amounts previously included therein attributable

~ comparative figures for 1974 have baen restated,
(vl) investment Property

. Prior to 1976 any adjustments to carrying values resulting from revaluation of investment properties were transferred directly
to reserves. Only surpluses are now treated In this manner, all deficits being charged in the profit and loss aceount under .

extraordinary items.

(vii) Property held for Resale

to subsidiary and associated companies disposed of during the year but these are now included in extraordinary items and the

Prior t0 1976 the comparison of cost with net realisable value was made on an‘individual property basis .:\t ] :
A . At 315t December, 1975,

- these propertias have been includad in the Group accounts on the basis of the lower of cost andyeslimated net realisable value in -

aggregata, after deducting a provision of £3-5 million, This has been charged as an vxceptional item in the profit and loss aceount. -
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Slatey, Walker Securities Limited

Motes on the Accuunts continued

@ — .

3. CONSOLIDATED PROFIT AND LOSS ACCOUNT

3

R VU S U

1974 19756
£ £
. (e} Turnover comprises dividonds, interest other than bank interest,
£19,328,792 rental incorne and dealing profits £19,803,533
£ £
{b) The results of the Company and its subsidiaries are arrived at:—
After crediting :—
Incoms from investments including related tax credits
2,029,172 Quoted 1,224,026
‘ 1,217,489 Unquoted 933,261
e 1,421,349 Renis recelvable less outgoings 1,241,950
After charging :—
423,794 Depreciation 354,314
237.309 Remuneration of directors (fees nil) 219,721
168,177 Ramuneratioh of auditors 141,783
Interest payable, gross (other than by Slater, Walker Limited)
1,838,047 Bank overdrafts and other loans repayable within five years 1,870,674
4,682,625 Other unsecured loan stocks 3,863,290
2,648,707 Long-term loans not wholly repayable within five years 3,992,270
2,686,044 Other long-term loans 1.512,341
. ‘ . . ) £
(¢) Exceptional items comprise the following (1874 Nil) :—
Provision to reduce properties held for resale to estimated net
realisable value . . 3,500,000
Pravision for liabilities under a guarantee (given by a subsidiary) 900,000
Fees paid (advising merchant bankers £217,000: other £82,527) 299,627
- Accountants’ feas for invastigation ’ 144,000
' : . 4,843,627
Less: Provisions set up in prior years no longer required 950,000
£3,893,627
(d) Extraordinary items (net of minority interests) comprise the following :—
1974 1976
Company Group Company Group
£ £ £ £
Provisions to reduce cost of investments in, and amounts due
— — fram, subsidiarios A . {67,682,493) —
0 Net loss on sales of shares in subsidiary and associated o :
—_ {36,383,787)  companias ) . — (9,909,360)
- (5,800,749)  Net loss on sales of investments held by investment companies {429,034) {2,084,814)
. Not loss (1974 profit) on sales of properties held by property
- 3,369,265  -investment companies ’ (92,771) (1,747.543)
(4,679,188) (4,012,720)  Net profit (loss) on exchange (Nots 2 (g}) 779,087 (1,969,844)
8,003,324 8,003,324 Profit on redemption of loan stocks and gurrency bonds 12,088,810 12,088,810
(294,312) .(3,701,020)  Provisions (Note 2 (i (iv)) ) ‘ . L (850,000) (28,076.,451)
Loss after corporation tax ralief incurrad through participation
—_ (864,000)  in support operation for Cannon Streot Accoptances Limited —_ —
—_ 443,673 Share of extraordiny i:sgms of assoclated companies — —

£3.020,824 (£38,926.124) (£56,086.401) (£31,699,202)

The results of the Group have been dealt with in the accounts of the holding company to the extent *. -
of a loss of £67,681,322 (1974: £1,817,448 profit},

“The consolidated deficit carrlad forward was included In the accounts of the holding company to

. the extant of £61,463,026 less an adjustment in respact of tha write-off of £87,682,493 shown in
Note 3 (d) above (which does not affect the consolidated accounts) and in the accounts of the
subsidiarias to the extent of £26,264,083 (1974 undisttibuted profits: the Company £6,270,606.
subsidiaries £19,291,320 and associated companies £3,498,144).

(8)
)
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Slater, Walker Securities Limited

Notes on the Accounts continued

4. TAXATION

1974
£

3,482,387
232,133
649,621

(193,965)
(164,790}
1,804,041

£6,709,427

Notes: (a)
(b)

(e

(o)

* B. LOSS (1974: EARNINGS) PER SHARE

- {if) the convarsion rights attaching tc certain bonds an«! “oan stocks had been exercised ;

The charge for taxation, which is based on the results for the year, is made up as follows :—

1975
£
Corporation tax (1,098,142)
Advance corsoration tax 2,816,845
Attiibutable to franked invesiment incoms 307,837
Qverseas tax 374,003
Double tax relief —_
Defarrad taxation —
Assoclated companies —
£2,400,543

The credit for corporation tax arises from the set-off of current losses against profits of prior years.

The results for the year include franked investment income and profits arising overseas V\{hic\k} are
not subject to taxation uniess they are remitted to the U.K, v

No liability to taxation Is expected to arlse If assets included in the accounts at valuation in excess
of their cost are disposad of at the amounts included, as substantial losses for ¢apital gains tax
purposes are available, ' .

Certain companies in the Group have unutilised losses for corporation tax purposes of approxi-
mately £8 million {1974 : £3 million) avallable for offsetting in the future against profits from the

same source. In additlon, advance corporation tax already paid of £2:8 million is available to
raduca future corporation tax liahilities.

The figure for basic loss per shats is calculated on the net lo
and prefarence dividends but beiare extraordinary items) ¢if £10,796.414 (1974 profit; £8,645,037)

ss of the Group (after minority interests

2

H
5

and on the weighted average of 73,648,662 ordinary shires in Issue during the year (1974: -

72,748,103).

No figure for fully dilutad earnin
earnings per share Is negative.

Tha figure for fully diluted earnin

gs per share Is required to be shown when the figure for basle '
J te g

gs per share In 1974 was cal i its of
£0c, Hauro for full lluted oarin calculated on adjusted profits of

y shares issued and issuable and was arrived et on the followirg -

~

assumptions :—

{i) the outstanding share options hacl been exercised ;

(i) the warrants to subscribe for ordinary shares had been axercised; .

{v)

36
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(iv) the balance of the moneys due on the incentive scheme shares had 5a_en paid up; ) T
the proceeds of subscription in each case had been invasted in 23% Cdnsolidated Stock, ¥
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Slater Walker Securities Limited

Notes on the Accounts continued

e

6. SHARE CAPITAL

{a) Authotised

The Aut_horised Share Capital at 31st December, 19875, consisted of 3,637,500 4:728% (formerly 63% gross)
Cumulative Praforance Shares of £1 each and 90,000,000 Ordinary Shares of 26p each,

{b) Issued Number of
Shares £ £
4.725% (formerly 63% gross) Cumulative Preferance Shares of £1
Fully paid:
Issuod at 31st December, 1974 and 1975 (see Note (c) below) 3,363,629 3,363,629
Ordinary Shares of 26p
Fully paid:
Issued at 31st December, 1974 72,750,571 18.187.642
Issued as part consideration for the cancellation of £8,227,866
nominal of 9% Unsecured Loan Stock 1891/96 281,333 72,833
Issued as part consideration for the cancellation of £7,120,082
nominal of 84% Unsecured Loan Stock 1997/2002 536,264 134,066
issued as part consideration for the cancellation of £1,983,673
nominal of 94% Unsecured Loan Stock 1988/93 138,409 34,602
Issued as part consideration for the cancellation of £4,387,005
nominal of 94% Unsecured Loan Stock 1981/86 191,210 47,803
Partly paid shares, issued under the terms of the Share
Incentive Scheme prior to 1876 which became fully paid up
for cash during 1975 677,550 169,388
Fully paid shares (issuad without restrictions during 1975 .
pursuant to the capitalisation issue made on 14th July, 1972
to holders of partly paid shares under the terms of the Share
Incentive Scheme) which became unrestricted during 1975 225.825 56,456
Issued at 31st December, 1876 74,811,162 18,702,790
Partly paid:
1ssued for cash under the terms of the Share Incentive Scheme
at 31st Dacember, 1974 990,150 3,748
Less; paid up during the year 677,550 2,630
Issued at 31st Dacember, 1976 (sea Note (d} below) 312,690 1,218
Fully paid with restricted rights:
Issued fully paid to holders of Share Incentive Scheme .
shares at 31st December, 1974 330,015 82,504
Loss : releasad from restrictions during the year 225,825 56,456
issued at 31st December, 1976 {see Note (d) below) 104,190 26,048
£22,093,685

{c) Praference shares

Following a High Court decision as to the censtruction of paragraph 18 schedule 23 of the Finance Act 1972
the annual rate of dividend on tha Praference Share Capital was reduced from 4:725% to 4-3876%. The Finance

Act 1976 providas for a retrospactive reversal of that High Court decision. Accordingly,

the rate of dividend on the

ereference Share Capital is restored to 4-726% from and including the dividend paid (at the rate of 4-3875%) for
the 6 months to 30th Noveinber, 1975, It s not proposed to pay, at this time, this supylementa! dividend.

(d} Partly paid and fully paid ordinary shares with restricted rights

There were outstanding at 31st December, 1975, partly paid crdinary shares to the nominal value of £78,150

which had been allotted to executives at subscription prices between 144p and 360p per sh
of the Share Incentive Schame ("'the Scheme”) approved by shareholders at the Extraordinaty General Meating .

are under the terms

neld on 7th July, 1970, There wara also outstanding at tha same date, fully paid ordinary shuwus to the nominal

value of £26,048 which were allotted tu holders of partly p.aid shares )
14th July, 1972. These shares carry identical réstricted rights to the partly paid sha

pursuant to the capitalisanun issus mads on
ras until such time as the

garily pald shares are paid up. With the fa!l In the market value of the Company's ordinary shares, the subscription_

frices at which exseuiives had originally agreed to subscribe for ordinary shares wore far in excess of the amounts ™~ - =

which would have been available on the sale (s fully paid ordinary shaius) of the partly paid shares and the
ghares carrying festricted rights. Accordingly, the executives faced substantial lishilities not contemglated
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Slater Walker Securities i imited

a

fiotes on the Accounts continuad

6. SHARE CAPITAL continusd

when the partly paid shares ware originally allotted, The dircctors (other than those participating in the Scheme

by vittue of the aligtment to them of partly paid ordinary shares at a time before their appeintment to the Board)

cansidared itin the hest interests of the Company to lisnit the tiability of these exacutives with respect to the shares

allotted to them under the Schame, since such liability would otherwise have constituted a continuing disincentive

] and also ta bring the terms of the Schams in fing with many other cpmpanies whose schemss had been introduced
‘ after July, 1970 and which include stog loss provisions. Accordingly, under the powers sonferred on them by
Clause 12 of the Scheme, the Schema was amended so as to include a stop-loss provislon. On 11th April, 1975,

the Inland Revenue confirmed that the amendment would not prejudice the approved tax status of the Scheme

and it was subsegquently adopted by a resolution of the dliectors (other than those participating In the Scheme)

on 14th April, 1976, All the rermaining holders of 990,150 partly paid shares and the relevant 339.01 5 fully paid

shares with rastriciad rights subsequently applied to pay up their partly paid shares in accordance with the amended

terms of the Scheme, Batween 7th May and 9th October, 1975, 677,580 partly paid shares were paid up in

accordance with the amended terms and the restrictions were accordingly released on 225,825 fully paid shares @
with restricted rights.

(e} Share options (“the original scheme™) .

: Thera were outstanding at 31st December, 1976, options granted to a director and executives undy* the original
4 scheme approved by shareholders atthe Annual General Masting held on 29th April. 1 965, to subscribe for ordinary
| ghares to the nominal value of £26,410 at prices between 123p and 250p per share. These options are capable
of being exercised over varying periods up to 21st August, 1980, and all these options were capable of being

exarcised at 31st Dacember, 1975, The options held by the director were all granted to him hefore he became a
director.

e

T A

{f) Share options {"the new scheme')

Thare were outstanding at 31st December, 1976, options granted to directors and executives under the new
N scheme approved by shareholders atthe Extraordinary Ganeral Meeting held on 156th November, 1972, to subscribe

e

B for ardinary shares to the nominal value of £424,675 at prices between 68p and 245p. These options are capable
; of being exercised over varying periods between 23rd February, 1976 and 26th March, 1982, in accordance with
‘5\ the terms of the new scheme, The options held by diractors were all granted to them before they became directors,

{g) Warrants to subscribe for ordinaty shares

i ‘géere were outstanding at 31st December, 1875, warrants 1o subsciibe for ordinary shares to the nominal value of
N 89,7386.

Each warrant confers the right to subscribe for 1% ordinary shares of 26p each at 226p per shara. Thers arano restric-

tions on the subscription rights attached to the warrants which are exercisable during any period of any year and
there is no final date by which such rights must be axercised.

{(h} Conversion rights (loan stock)

There wers outstanding &t 31st Decamber, 1975, rights attaching to the 92% Partly Convertible Unsecured Loan
Stock 1984 to convert into ordinary shares to the nominal value of £698,869 (sec Note B).

(i) Conversion rigits (bonds)

There waere outstanding at 31st December, 1976, rights attaching to the Slater, Walker International Finance
Limited 53% Guaranteed U.S, Dollar Convertible Bonds due 1987 to convert into ordinary sharas of Slater, Walker
Securities Limited to the nominal value of £175,445 (see Note 9 (a)).

g 7. RESERVES &
’; {a) Share premium account £

I3 Balance at 31st Decembar, 1974 29816112

" Arising during the year: ) ,
- On paying up partly paid shares by participants in the Share incentive Scheme 488,822 7
' On ¢ diagry shares issued as part consideration for the cancellation of certain of the ks
H o amety's unsecured loan stocks 393457

i' v 1ooate of 1734% Unsecured Loan Stock 1995 (446:3845

3 £23,262.003

I c ‘

i (b) Roserves 4161 Docomber, 1974 om;ia:any | Group

i Balance at 31st December,

%‘ Capita! dividends from subsidiaries ]I;.?Bﬁg?g; 7‘40&012

N Excess of cost of shares In subsidiaries over attributabie net tangible assets R (962,300)

" Surplus on reva}uation of Unit Trust Management Contracts — ) 296’295

.1( Transfer to Profit and Loss Account (Note Z(}) (v)) - (3,299.951)

i £26,065,939 £5.443.066
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Slater, Walker Securities Limited

Notes on the Accounts continuad

3
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®

8. UNSECURED LOAN STOCKS Changes during year
Gancelled in
accordanca with
Purchased for the provisions
cancellatlon of the loan Redoemed at
1974 ot prevailing stock schemes par and
£ market pricos and offors cangelled
2,076,073 94% Unsecured Loan Stock 1988/93 92,600 1,983,673 —_
7,883,733  9%% Unsecured Loan Stock 1991/96 37,600 4,387,006 3,459,228
16.443,487 9% Unsecured Loan Stock 1991/96 2,200,000 8,227.866 —

7,188,082 939% Unsecured Loan Stock 199772002 68,000 7,120,082
9,159,480 929% Partly Convertible Unsecured Loan Stock 1984 213,972 —
—_ 173% Unsecured Loan Stock 1995 — —_

-@ £42,750,864

[

The 93% Partly Convertible Unsecurad Loan Stock 1984 carries conversion rights entitling holders to convert one half of the amount of
such stock held on 16th October, 1976 at a conversion rate of 26p nominal of ardinary share capital for every 160p nominal of stock {
converted. Further rights will be exercisable on 15th June in any of the years 1977-1984 inclusive. If not previously purchased by the .t
Company or convertad it will ba repaid at par an 31st December, 1984, If not previously purchased by the Company or redeemed the
other loan stocks will be repaid at par in their final year of maturity on 31st December, 1996 and 31st December, 1995 respectively.

E
b
9. OTHER LOANS 4
1974  The Compuny 1975 #
f £ T
8,610,638 831% U.S. Dollar Bonds due 1988 9,883,865 ‘ ;
Swiss Franc loan at varying rates of interest repayable in equal yearly instalments , ]
5,026,126 between 1876 and 1878 , 5,668,776 P E
8,936,170 Multi-currency loan at varying rates of intirest — i )
————— ' —n . 18
22,471,834 15,542,641 lr i
Subsidiariaes {(guaranteed by the Company) ;,;(
4,485,106 53% Guarantead U.S. Dollar Convertible Bonds due 1987 {Notes (a) and (b}) 3,002,718 5
11,432,611 7% Guaranteed Sterling/Deutsche Mark Bonds due 1987 (Note {b)) 7,506,366 lF f
8,376,200 64% Guaranteed Swiss Franc Bearer Notes due 1977 9,431,293 i
10,204,081 64% Dutch Gullder Bearer Notes due 1978/79 10,472,861 . ‘ 'wa
5,868,545 73% Luxembourg Franc Bonds due 1987 4,731,288 . g ‘
4,132,231 8% Belgian Franc Bonds due 1980787 4,294,479 ik
Other loans of subsidiaries “?
— Secured loan at varying rates of interest repayable 1978 7,500,000
@ 3.412,905 93% mortgage repayable between 1979 and 1998 ‘ 7,585,325 g
Other mortgages at rates of interest between 63% and 9%% repaysble betwean §
1,390,600 1976 and 2001 ‘ 1,165,685 &
1,148,876 10% loan rapayable 1978 ’ 1,326,407 |
4,060,042 Other loans wholly repayabla within five years (Secured 1974: £69.428) —
m £72,649,063 :
- \ H
Note- :2) ‘The 53% U.S. Dollar Convertible Bonds due 1987 carry conversion rights to convart into orc!inary shares of Slater, Walker ‘-!
‘ Securities Limited. Holders are entitled to convert at any time prior to maturity of the Bonds into fully paid ordinary shares §
of Slatar, Walker Securities Limited at a conversion price of 333p per ordinary share based on a fixed exchange rate of r
£1= 1.8, $2:60 throughout the life «:iths Bends, ?

(b) During the year the Company purchaseii 7a zsncellation 4,464 63% Guaranteed U.S. Dollar Convertible Bonds due 1987

1975
£

6,015,621

8,945,517
11,903,565

£26,864,703 j

of U.S, $1.000 each, and 5,925 74% Guarantecd Sterling/Deutsche Mark Bonds due 1987 of £600 each, The Company

@ also purchased 308 63% Dutch Guilder Bearer Notes dua 876/78 of D.il, 10,000 sach and 2,288 74% Luxembourg Franc |
Bonds due 19587 of L.Frs, 50,000 each, which will be hgld until redemption, i
(c) The aggregate amount of loans included above which are not wholly repayable within five years is £38,159,726 (1974: i:
£39,232,5386). i
{d) Included above aro amounts totalling £4,548.667 (1974 £445,428) of long-term loans which are due to boe repaid l

within one year,

39 ' g
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Slater Walker Securities Limited

Notes on the Accounts continued

10. FIXED ASSETS—GRCUP

Nat book value at 31st December, 1974

Adjustiments arising on translation from foreign
currencies

Assets of subsidiaries acquired during the year
at cost to Group

Additions at cost

Surplus on revaluation of Unit Trust
Management Contracts

Less : Assats of subsidiaries disposed of
Other disposals
Depreciation charged in 1975
Specific provisions (see Note {c¢) helow)}

Less: General provision against properties

" Net book value at 31st December, 1976

Representing assets statad at:—
Cost less specific provisions

Vrlg ativn less specific provisions
Loss : Ausumulated depraciation

-

Loss : General provision against properties

Notes: (a)

Leasshold Properties

Freehold Over Under
Propertias 50 years B0 years Other Total
£ £ £ £ £
51,807,042 670,525 2,962,818 6,080,672 61,529,058
1,129,201 — — - 1,129,201
1,619,184 —_ — -- 1,519,184
9,992,395 246,995 145,687 1,602,701 11,987,778
—_ — —_ 2,296,295 2,296,295
(2,830,1386) — —_ (4,423,663) (6,253,799)
~ (2,198,767) (200,341) (43,772) {191,595) (2,634,465)
— — (172,321} (158,480} (330,801)
(3,046,875) —_ —_ (3.7.268) (3.424,143)
£66,372,066 £717178 £2,892,412 £6,828,662 65,810,308
(8,250,000)
£57,660,308
37,026,165 §88,756 2,037,744 1,460,298 41,112,963
19,346,890 128,423 1.605,000 5,000,000 26,079,313
— — (760,332) {631,636) {1.381,968)
£66,372,065 £717179 £2,892,412 £6,828,662 65,810,308
{8.250,000)
£67,560,308

The fixed assets of Slater, Walker Sacurities Limited having a net book value of £2,348, 850 at

31st December, 1976 (1974: £2,873,644) are included above.

{b) Other fixad assets comprise motor vehicles, office furniture and squipment, works of art and the -
. management contracts of the Unit Trusts (Note 2 (f}) and (i) (iii)).

(c) Since 31st December, 1975 certain fixed assets have boen sold, These have been included, after
deduction of specific provisions of £3,424,143 at the nat amounts realisee totalling £7,670,969.

{d) In addition to the amount stated above for depreciation charged in 1875, £23,613 has been’
charged against the trading profits of Slater, Walker Limited., '

The assets included at valuatioii above were valued in:

£

1976 on an open market basis by the directors (L’nn Trust Management Contracts) 5,000,000 ‘
1974 576,000
1973 (1ncludlng valuatlons in early 1974 forinclusion in the accounts for the year ended 31st December, 1973)  17.887.274
1972 797.800
1971 198,087
1870 1,610,500
1968 10,652

£26,079,313

B
e —
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Slater Walker Securities Limited

Notes on the Accounts continued

1.

Notes: (a) A provisi

The accounts of these companies are prepared on the basis authorised for banking companies and
their combined balange sheets and profit and loss accounts at 31st December, 1975 are

BANKING SUBSIDIARIES
The Group's wholly owned banking subsidisries are
Slater, Walker Limited
Slater, Walker (Isle of Man) Limited
Slater, Walker (Jersey) Limited
Slater, Walker (Guernsey) Limited
sumemarised below,
1974
£
10,000,000  Share capital
2,260,400  Capital reserves
5,612,771 Revenue reserves
17873471 —m——
881,997 Minority intarests
Group companies
37,908,285 Holding and, in 1974, feliow subsidiary companies
Current liabilities
165,899,336 Current, deposit and other accounts
2,200,000 Acceptances for customers
£214,762,789
Current assets
67,184,838 Balances at bankers, and money at call and short notice
4,853,137 Term deposits with banks and financial institutions
410,006 Investmants
138,665,452 Loans, advances and other accounts {Note (a))
211,013433
1,549,356 Fixed assets
2,200,000 Customers” iavility for acceptances
£214,762,789
e
3,306,544 Net profit after taxation
Dividends i~
1,000,000 Interim
1,000,000 Propesed final
2,000,000
1,306,644
4,306,227 « Balance brought forward
Undistributed profit carried forward
4,287191 Slater, Walker Limited
1,326,680 Subsidiaries

e ————

£6.612.371

e ———————

losses arising from th

1980.

(b) Sinca 31st Dacember,

on for uoubtful debis amounting to £7,648,000 (197
of loans, sdvances and other accounts shown above, As expl r
1975, the Bank of England guaranteed and indsmnified Slatar, Walker Limited and its subsidiaries against any additiona!
a fallurs of its debtars to repay loans and advances in full and contingent lisbilities to a maximum
principal amount of £40,000,000 togather with future interest accruing on such loans and advances, after offsetting the
provision of £8,623,000. Consequently no further provisions have been deemed necessaty in these accounts. At
31st Decemnber, 1975, no amounts had baen drawn under this guarantee an

approximating to thelr net assots as consolidated above,

1976

£
10,000,000
1,264,081

10,441,458
— 21,705,547

11.438,740

78,289,665
2,950,000

£114,383,952

e
T ——————

19,600,426
725,000
31,615
90,169,970

110,627,011
906,941
2,950,000

414,383,852

e tin s
e — e —

4,828,685

4,828,685
5,612,771

8915113
1,526,343

£10,441,456

A1 £9,623,000) has been deducted in arriving at the total
ained in Note 1, by an agreement dated 11th December,

d indemnity which expires on 31st December,

1976, the banking subsidiarles in Guernsey, Jersoy and the Isls of Man hava been sold for amounts

41
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Slater, Walker Securities Limited

Notes on the Accoutits continued

12,

Notes: (a) .Thres investments for which The Stock Exchan
as Slater, Walker Securities Limited had
Company Limited at these prices. in 1874, quoted
comparative figure shown above has not bosn restated.
The transfer to Fire 2nd accldent spacial reserve consist
by the Department of Trade (£710,11 o
{c} A dividand of £337,671 {net of tax
1276, This dividend has been repai

1974

6,008,264
54,458,382
7,063,280

3,106,589
£70,638,615

94,552

40,088,426

30,455,687
£70.638,615

(5.015,2356)

24,499
(4,990,736)

(£4,990,736)

—_—
S——Te—

(b}

£
11,000,000

(4,980,736)

2,842,626

264,083

25,766,385

2,018,050

220,613
2,685,238
7,066,608

2,341,642

4,441,127
1,007,938
12,638

24,993,934

4,236,600

80,720

INSURANCE SUBSIDIARIES

Tha Group’s wholly owned Insurance subsidiaries are ;—

Slater, Walker Insurance C...npany Limited,

Stater, Walker Insurance (¥ .nslons) Limited.

Slater, Walker Insurance Company (C.I.) Limited, ) . . )
The accounts of these companies are prepared on the basis authorised for insurance companies and )
their combined balance shasts and profit and loss accounts at 31st Cecember, 1976 are summarised
below,

1975
£ £
Shara capital 11,000,000
Fire and accident special reserve 1,250,000
Profit and loss account (7,398,418)
-— 4,851,582
Long-term insurance funds 59,543,239
Fire and accident, and marine funds 8,657,711
Current labilities and provisions
Creditors 6,798,483
Bank Ove © aft 56,626
Taxation 106,805
6,961,814
£80,014,346
Fixad assets
Fixtures, fittings, vehicles, etc, at cost less depreciation 48,174
Investments
Quoted at market value (see Note (a) below) 26,655,760
Local Authority deposits 15,000,000
Unquoted at directors’ valuation 3,267,291
Loans 256,772
Mortgages on property 2,308,060
Frashold property 7,639,979
Leasehold property 2,608,554
57,736,416
Current assets
Debtors 10,271,303
Taxation recoverable 1,046,912
Net amount due from Slater, Walker Group 241,186 S
Bank balances and cash 10,669,355 .
—_— 22,228,756 -
£80,014,346
loss for the year after all expenses including taxation and after
making the following transfers ;~ (1,057,682}
To: Long term insurance fund 4,224,764 :
Fire and accident, and marine funds

6,449
Balance brought forward

Add Appropriations :— (6.04?,418) N
Transferto Fire and accident special reserve {see Note (b) below) 1,250,000 S
Proposed divideand payable by Stater, Walker Instirance -
Company (C.L) Limited {net of Guernsey taxation) 100,000 &

—_— 1,350,000
Balance carried forward (€7.388,418) ¢

ge listing had been sus e -

granted pended are included at the pre-suspension price -

a put option (sul:!sequentlv sxercised) to Slater, Walker Insurance
Investments were included at cost, less amounts written off, and the

! profits arising from a change in basis of accounting requited
7} and of gains on the convarsion of foreign currency (£539,883),

) was declared and pald by Slater, Walker Insu imi July,
d to Slater, Walker Insurance Company L[mitedteme Company Limlted en 7th J.
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Siater Walker Securities Limited

Notes on the Accounts continued

9

13. INVESTMENTS

1974
Market/
Directors'
valuation
£ £

7,831,154 7,848,666
1,474,113 1474113

£9,306,267  £9,322,779

Thao investments included in current assets comprisa i—

1976
Markst/
Directors’
valuation
£ f
Shares at the lower of cost and market value
Quoted in the United Kingdom 658,133 724,969
Quoted outside the United Kingdom 204,406 204,405
Unquoted, at the lower of cost and directors’ 2,976,328 2,976,328

valuation {based on subsequent rezalisations)
£3,638,866 £3,905,702

P ]
e ——

14, CONTINGENT LIABILITIES

{a)

The Company could ba liabla to subscribe for additional capital in Stater, Walker Limited and has
given a subordinated guarantee to the Bank of England as described in Note 1,

{b) The Company had guaranteed certain liabilities of subsidiary and other companies which at

{c)

31st December, 1975, amounted to £51,175,067 (1974: £54,999,747).

Certain subsidiary companies have contingent liabilities in respect of guarantess and indemnities
amounting to £1,138,746 (1974: £4,463,249), The contingent Tiabilitles incurred by Slater,
Walker Limited in the normal course of its business are not included. Warranties and indemnities
have been given by companies in the Group in connection with sales of invastments and
subsidiaries. .

(d) Under a settlement in June, 1876, with Haw Par Brothers International Limited (“Haw Par}

®

it was agraed that Slater, Walker Limited should be appointed sole agent for 18 months for the
sale of a substantiat industrial building in Hong Keng on terms which could lead to Slater, Walker
Limited being contingently Hable to pay a maximum of HK$5 million to Haw Par.

-

i
{e) The taxation assessments relating to the Greup's French subsidiary companies have not been 'ﬁ
agreed with the fiscal authorities. This matter could lead to additicnal liabilities being assessed., %“
although the amounts cannot be determined. Any such assessmants would be vigorously t%
challenged. : V E i
H
15. FUTURE CAPITAL EXPENDITURE {J

;‘:

(a) At31st December, 1976, the Group had contracts for capital expenditure amounting to £7,410,787 ,E';

which related principally to contracts for the campletion of property developmants which had i

commanced before 24th October, 1975 {1974 £9,830.972), 1-!%

1k

(b} Capital expenditure authorised but not contracted for in respect of the Group at 31st December, “;'

1975, amounted to £123,000 {1974: £6,769,645). I

(¢) The Company had no commitments for capital expenditurz at 31st December, 1975 (1974 : £8,138). ’

i
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Siatar Walker Securities Limited

Motes on the Accounts continued,

16. REMUNMNER&TION OF DIRECTORS AND EMPLOYEES

17. SUBSIDIARY COMPANIES

Investment Slater, Walker Limited

Banking

Investment and Unit Slater, Walker Investments Limited

Trust Management Slater, Walker Trust Management Limited

Insurance Slater, Walker Insurance Company Limited L
Stater, Walker Insurance Company (C..) Limited (Incorporated in Guernsey)* . ‘ 1

Property Buckingham Properties Holdings Limited ' o

Notes: (a)
(b)
{e)

{d)
{e)

{t)

1974 1976

Emoluments of Chairmen
£34,412 Mr. J. D. Slater (resigned 24th October, 1976) £31,196
- Sir James Goldsmith (appointed 24th October, 1976) Nil

It

s

Othor directors :—
Number of directors in receipt of emoluments within the ranges :—
Nil emoluments 5
£7.501 to £10,000 -
£12,601 to £15,000 -
£15,001 to £17,500
£17,501 to £20,000
£20,001 to £22,600
£22,6501 to £25,000
£25,001 to £27,600
£27,601 to £30,000
£30.001 to £32,500

-t w3 pY = | o p =]
[EERS NN U NPT G

Number of employess of UK. subsidiary companies at
31st Decamber, 1376, receiving more than £10,000 per annum i—

£10,001 to £12,500 2
£12,601 to £15,000
£16.001 to £17,600
£17,601 to £20,000
£20,001 to £22,600
£22,601 to £25,600
£25,001 to £27,600

T R e R
1 = NI N

Siater, Walker {(Guernsey) Limited (Incorporated in Guernsey)*

Stater, Walker (Isle of Man) Limited (Incorporated in the Isle of Man)*
Slater, Walker {Jersey) Limited (Incorporated in Jersey)

Slater, Walker International Finance?Limited (incorporated in Bermuda)

Slater, Walker Properties Limited

St. Paul’s Securities Limited (75%)
These waere the principal subsidiary companies at 31st December, 1975. The di i ils -
subsldiary companies 33 {r 63 consider that the list would otherwise be of excheis?\:??ézrgsﬂtave oritted detais of other‘ \

With th ti Slater, imi . )
s;cu,m;’s‘ffﬁf}feg‘f“ of Sltater, Walker Limited, the above companies wera owned by subsidlaries of Slater, Walker

iE:céenpgtlxréere stated, all the above companies were wholly owned and were incorporated in Great Britain and segistered

The country of operation of each of the above subsidiary companies was the same as the country of incorpo;'alinn. @’ o

Since the year end the Group has disposed of its Interests | Tret -3
Limitod and Slater, Walker (Guernsor) Lo s In Slater, Walker (Jersey) Limited, Slater, Walker {Isle of Man)-g.,‘; o &

Those subsidiaries marked thus* are audited by firms other than Arthur Young McClelland Moores & Co

[T

and its associates.

44

e e R ' 7 . : R TSR et e o e e e s e



Slater, Walker Securities Limited

Notas on the Accounts continued

18, INVESTMENTS HELD BY GRQUP COMPANIES

Company
Aldda Internationa! Limited

Cannon Streat Investments
Limited

Dubilier Limited

Equity Enterprises Limited
(se8 Note (a)})

James Finlay & Company
Lirnited (Repistered in
Seotiand)

J. H. Vavasseur Group Limited

Mount Charfotte Investments
Limited
Sekers International Limited

Tremletts Holdings Limited

MNotaes: {a)

Activitios

Hotel and travet group

Invastment group, with interests
in retailing, manufacturing
and investment dealing

Manufacturars of electronic
compenents

Investment group
specialising in leisure
and entertainment

International traders and
financiers

Holding company with
interests in moneybroking,
property and advertising

Hotel and catering group

Textile group spscialising in
furnishing and clothing fabrics

Folding company with interests
in spacialised engineering and
furnitura

Issued sharz and loan
capital at
31st December, 1975

17,772,128 ordinary stock
units of 10p

20,289,560 ordinary shares of 10p

36,480,308 Preferred ordinary shares
of 10p

22,416,603 ordinary shares of
5p

200,000 7:7% Cumulative
Preference shares of 60p

£1,000,000 84% Convertible
Unsgecured Loan Stock 1982

7.437,823 ordinary shares
of 10p

£1,995,806 104% Partly
Convertible Guaranteed
Loan Stock 1983

9,000,000 ordinary stock units
of 60p

600,000 4-2% Cumulative -
Preference Stock Units uf £1

20,377,618 ordinary shares
of bp

100,000 7-7% Redsemable

Cumulative Preference
shares of 60p

2,038,638 1976/78 Warrants
to subseribe for ordinary
sharas of bp

8,133,684 38-86% (formerly 33-6%)
Redeemable Cumulative First
Proforence shares 1981 of 26p

32,282,590 ordinary shares
of 10p

5,337,808 ordinary shares of 10p

2,982,529 ordinary shares of 2bp

50,000 10% Convortible Cumulative
Redeemabloe Prefarence
Shares of £1

£784,414 10% Unsecured Loan Stock

1978/83

agread to the cancellation of its holding of Loan Stock in Equity Enterprises Limited,

Percantage held at

16-93

} 15:89

11:82

50-00
21-43

100-00

28+81

28410

4851

29-60

19-98
21:32

26+36

6374

31st Dacamber, 1976

Since 31st December, 1975, tha Group has sold its holding of shares in Equity Enterprises Limited and conditionally

(b) This list shows the principal companies in which members of the Group hald 10% or more of the ordinary share capital,
Tha directors have omitted details of smaller investments as they consider that the list would otherwise be of excessive

langth.

{¢) The above percentages fnclude cartain holdings of a wholly owned insurance company.

(d) Except whero stated the abave companies wore incorporated in Graat Britain and registered in England,
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APPENDIX A

Slater; Walker Securities Limnited

Statament of source and appiication of funds for the year

ended 31st December, 1975

Source of Funds

Shares issuad including premium
Loan Stock issued

Amounts drawn down under long-term loan and
mortgage facilities

Sale proceeds of capital assets

Funds Absorbad by Operations

Loss after tax and extraordinary items but before minorities
Adjustments for items not involving working capital ;
Extraordinaty items (Note 3 {d)}

Increase in net asset value of the banking subsidiaries before
provision against loss on sale of property (Note 2 (i) (iv))

Excass of cost of shares in subsidiarios over nat assets acquired
Depraciation charged during the year

Other Applications of Funds

Purchases of loan stocks, bonds and capital assets
Corporation tax
Dividends paid in respect of current year

Decrense in Working Capital

Increase in debtors
Decrease in creditors
Decrease in properties held for resale
Movement in net liquid funds—
Decrense In cash balances and short term investments

Decrease in net balance of Group companies with banking
subsidiaries

1976
£600 £/000
892
11,904
11,672
24,383
48,861
(42,347)
31,639
(4,320)
(962)
331
(15,599)
33,252
(49.662)
(210)
(162)
(50,024)
{18,772)
1.060
17,333
(5.266)
(3.430)
(26,470)
(16,772)
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APPENDIX B . o
Slater. Walker Securities Limited

Substantial investments in United Kingdom public companies
held by the Slater, Walker Group, or under its management,
by investment trusts, unit trusts and other investment clients

¢
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“Sold since 315t Dacember, 1975.

repair and maintenance of
railway rolling stock

Number of ordinary Aggragaia % of
shares held at prdinary shary
Company Actlvities 313t December, 1975 capital at
31st Decembar,
Group Invastment 1975
Clients ]
Adds international Limited Hotel and travel group 3,000,448 - 16-93
Cannon Street Investments Limited Investment group, with intarests in 8,918,367 -— 15-89
retailing, manufacturing and ;
investment dealing ﬁ:
The Direct Spanish Tetegraph investment trust —_ 2,608,000 27-33 @" .
Company, Limited Y
*Dorada Holdings Limited Motor distributors and engingers 265,000 591,000 2071
Dubilier Limited Manufacturars of electronic 2,672,830 684,298 14-97 .
cormponents
*Equity Enterprises Limited Investment group specialising in 1,594,000 — 2143
leisure and entertainment
Estates House Investment Trust investment trust 1.093,431 2,854,692 20-21 .
Limited ,
*Forminster Limited' Manufactura and sales of clothing — 302,757 13-49
General & Commercial Investment Investment trust - 1,213,172 2268
‘Trust Limitad
*Gcpeng Consolidated Limited Tin-ore extraction and natural —_ 458,500 1160
rubber production c
Grimshawe Holdings Limited Industrial &nd investment banking 3,605,000 1,056,000 11:80 - 40
group .
Jamaes Finlay & Compeany Limited International traders and financiers 2,412,750 570,000 3314 .
J. H. Vavasseur Group Limited Holding company with interests in 5,931,346 ~— 29-10“,' Yy
moneyhroking, property and : Yo
advertising @g
Mount Charlotta Investments Limited  Hotel and catering group 6,450,000 433,848 22,
Qil and Assoclated Investment Investment trust — 1,036,600 13'54 B
Trust Limited : v
Sekers Intarnational Limted Textile group spacialising in 1.138,000 - ‘_,"2‘?1'32
furnishing and clothing fabrics R
Tremletts Holdings Limited Helding company with interasts in 766,318 — 26-36
specialised englneering and
furniture
Trust & Agency Company of Investment trust —
Australasia Limited 1.679.418
*York Trust Limited investmant banking. engineering, —_ 480,000
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APPENDIX C

Slater, Walker Securities Limited

Investments and properties held by the Group (excluding the
Insur nce subsidiarias)

CAPITAL INVESTMENTS HELD AT 31st DECEMBER, 1975

Quotad in the United Kingdom
James Finlay & Company Limited
Estates House Invastment Trust Limited
Miscellaneous under £260,000

Quoted Overseas

A, T. Veldzquez §.A,
*Schubert & Salzer Maschinenfabrik A.G,
Miscellanaous under £260.000

Unquoted

Cornwall Equitiss Limited (incorporatedin U.5.A.)

+Wigham Poland Holdings Limited
Miscellaneous under £260,000

1The lssued share cepital of Wigham Poland
Holdings Limited is held as follows:—

£'000 £000
2,412,760 ordinary shares of S0p 3,668
411,000 ordinary shares or 26p 796
1141

— 5,506
61,865 ordinary shares of 1,000 pts. 387
28,136 ordinary shares of 60 DM 604
197

————— 1,088
U.S. $10m, 6% Conv. Notes 1988 4,942
£4m. 12% Loan Note 1979/81 3,600
389

—_— 883

Total per balance sheat 15,424

63-60% Anglo-Continental Investment & Finance Company Limited (a

company of which Sir James Goldsmith is chalrman and in which
he has an indirect interest).

26:00% The Thomson Organisation Limited,

11-40% Other interests, including the Poland family.
100-00

DEALING INVESTMENTS HELD AT 31st DECEMBER, 1975 £000
*Atlantic Assets Trust Limited £3,186,448 24% U.L.S. 1976 2,978
Estates House Investment Trust Limited 329,631 ordinary shares of 26p 868
“Miscellansous under £260,000 ‘ 206
Total per balance sheat - 3839
fm——re}

Froparties having a book value of over £10m
100 Fetter Lans, London, EC4

Over £6m and undar £10m
10/12 Rue Guimard, Brussels

Over £3m and under £5m

Land at Woosehill, Wokingham, Betks.
17/19 Avenue Marnix, Brussels

- Over £1m and under £3m

*Tulchan Estate, Scotland
18 Avenue Marnix, Brussels

*b Place Rio de Janeiro, Paris
18 Rue Saulnier, Patls

*55th Fioor, Tour Maine, Montparnasse, Parls
3/16 Quaen Strast, St. Haller, Jorsey
Patershiil House, London, EC4

*8old since 31st Dscember, 1876.

Tenure
Freehold

Freehold

Freahold
Freehold

Freehold
Freahold
Freehold
Freahold
Freehold
Freehold
Leasehold

&) INVESTMENT PROPERTIES HELD AT 313t DECEMBER, 1976

Dascription
Office refurbishment to be completed September, 1976.

Office davelopment recently completed,

Land with outline planning consent for residential development.
Office development recently complated,

Sporting estate.

Officas and shops,

Offices,

Offices.

Offices,

Office and shop development.
Offices,
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APPENDIX ¢
{continued)

mvestments and properties held by the Group (excluding the
Insurance subsidiaries) )

" QOvar £250,000 and under £1m

Station Road, Londen, N22 (50% owned)
774122 Castle Streat and

61/79 Endless Street, Salisbury
1067118 Station Road, Redhill, Surrey
11/21 Chapel Strest and

1/8 Thistle Straet, Aberdeen

1/14 The Parade, Frimley

Albert Close Trading Estate, Manchester
Faircross House, Watford

126/129 Aldersgate Street, London, EC1
36 Victoria Street, Bristol

33 East Street, Havant

*9/11 Nials Juels Gade, Copenhagen (76% owned)
26732 Tordenskjoldsgade, Copenhagen (75%

owned)
*2/6 Church Street, Jersey
11 Esplanadse, St. Helier, Jersey
Borough Houss, Rua du Pre, St, Pater Port,
Guarnsey
*33 Old Broad Street, 5t. Helier, Jerssy
*|_pales, St, Sampsons Bridge, Gusrnseay
*16 .5t Stephen’s Green, Dublin
1/4 and 6 Burgh Quay, Dublin
. 30 Uxbridge Road, London, W12

114/116 Queen Victoria Streat, London, EC4

Tanyre
Freghold

Fraehold
Fraehold

Freehold
Freshold
Freehold
Freehold
Freehold
Freehold
Freghold
Freehold

Freehoid
Freehold

Freehold
Freehold
Freehold
Frashold
Freshold
Laasehold
Leasehold

Leseription
Office dovelopment site.

Office development site.
Office developmant site.

Office and shop development racently completed.

Shops and offices.

Industrial property.

Shops, offices and flats.
Shops, offices and workrooms.

Office and shop development recently completed,
Office and showroom development recently completed,

Office and residantial development site.

Head office of Jersey subsidiaries.
Offices and showrooms.

Oiflces.

Cifice development site.

Industrial development site.

Office refurbishment.

Office and showroom development site.
Offices.

Offices.

DEALING PROPERTIES HELD AT 31st DECEMBER, 1976

Properties having a book value of over £1m
Fort Picklecombe, Cremyll, Plymouth

Dorset House, Gloucester Place, London, NW1

Over £500,000 and under £1m

Churchiils, Highweek, Newton Abbot

Watchfield Estate, London, W4

Ashold Farm Road, Erdington, Birmingham

Great Gatos, Salcombe, Devon

26/42 Park Streot, Camberley (52% owned)

Buckingham House, Glovers Grove, Preston
*Cumberland Mansions, George Street,

London, W1

Over £250,000 and under £600,000

~ Haven Green Court, London, W6
Wallswood Hall, Torquay
167/177A West Street, Fareham
Prastwood Farm, Wolverhampton
23/27 London Road. Cowplain
Corfe Mullen, Dorset
26/27 Qld Gloucester Straet, London, WC1
Ba New Road, Chatham
The Hoo, Piymouth.
Collingwood Houss, New Cavendish Street,

London, W1 . ’

*Sold gince 31st Dacember, 1976,

Tenure

Freehold
Leasshold

Freshold
Freehold
Freehold
Freshold
Freshold
Freehold

Leasahald

Freehold
Freehold
Freehold
Fraghold
Freehold
Freehold
Freehold
Fraehold
Freehold

Leasehold

Description

Residential development.
Block of flats.

Housing development.
Block of flats.

lndt_:strial developmant recently completed.
Residential development.

Slater Walker Securities Limited
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Office and shop development recently completed. R @:;(,‘ T

Office development,

Block of flats.

Block of flats.
Res_idential development site.
Office development,

White land for future residential development.

Office and shop development,

White land for future residential development.

Office refurbishment recently completad.
Office development recently complated.
Restdential development site.

Block of flats,
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APPENDIX D >
Slater, \Walker Securities Limited

investments ant: properties held by the Insurance subsidiaries ’
i

L ' *
AUOTED INVESTMENTS HELD AT 31st DECEMBER, 1976 i

Holding Market Value ¢

315t Docember, 1976 |

£060 £000 :

FIXED INTEREST SECURITIES '

British Government Treasury Loans “ : !

“¥Treasury Loan 12% 1983 4,897,981 4,952
*Treasury Loan 8% 2002/08 17,614 10 il
*Treasury Loan 83% 1987/90 72,891 &0 }‘
) Treasury Loan B% 1980/82 20,600 19 i
& Treasury Loan 9% 1994 21,200 14 i
Treasury Loan 133% 1997 78700 b7 : &
e 6,112
Other public authorities
Einance for Industry Limited 13% U.LS, 1981 1,080,000 476
Irish Conversion 9% 1980/42 2,600,000 2,004
Agricultural Mortgage Corporation Limited 143% Deh.
Stock 1984 200,000 199
‘ —_— 3,179
Debentures and Unsecured Loan Stocks
* Anglo-Contingnta: Investment & Finance Company Limited
Six Month Rate U.L.S, 1974/84 42,000 28
(A company of which Sir James Goldsmith is chalrman
and in which he has an indirect interest)
Britivh Leyland Motor Corporation Limited 6% UL.S,
1998/2003 316,000 79
British Leyland Motor Corporation Limited 6-1% U.LS.
1977/62 499,500 265
British Leyland Moter Corporation Limited 73% U.LS.
19087/92 501,000 178
British Leyland Motor Corporation Limited 8% U.L.S.
1998/2003 - " 241,000 84
Tha Burmah Oil Company Limited 73% U.L.S. 1981/86 - §30,000 188 L 'i
wCavenham Limited 93% U.LS. 1992/97 1,860,000 1,108 . . g
(A company of which Sir james Goldsmith is chalrman ;
and In which he has a direct and an indirect Interest)
D ‘ *Courtaulds Limitsd 7% Deb. Stock 1982/87 640,000 367
Doulton Engineering Holdings Limited 63% Mort. Deb.
Stock 1984/87 100,000 60
*imperial Group Limited 53% U.L.S, 1982/856 126,000 66
*ndustrial and General Trust Limited 54% Deb. Stock
1982/87 125,000 62
Ladbyoke Group Limited 8% Gtd. U.L.S. 1980/92 136,000 65
*Norcros Limited 14% u.L.S. 1984 2,676,000 2,264
Ranks Hovis McDougall Limited 63% U.L.S. 1986/88 . 85,000 M
*Sphere tnvestmant Trust Limited 6% Deb. Stock 1974/84 150,000 @ ¢ 81
“Sterling Guarantee Trust Limited 73% U.L.5. 1982 83,600 a8
' N . — 4,941
@ Proference share; ‘
J. H. Vavasseur Group Limited 38-86% Red. Cum,
15t Praf. 1981 +2,407,339 409
) . ——— 409
»3old since 31st December, 1975, ‘
#x A partiel disposal of these holdings has taken place since 315t Decomber, 1975,
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.3 [ o =
(continued) Slater, Walker Securities Limited
invastments and properties held by the Insurance subsidiariss
@
Holding Market Value
31st Decomber, 1975
£000 £000 -
Waterworks s
Bristol Vaterworks Company 9% Red. Pref. Stock 1580 500,000 482
The Cambridge Water Company 9% Red, Pref. Stock 1980 200,000 184
Colne Valley Water Company 104% Red. Pref. Stock 1983 160,000 113
Colne Walley Water Company 8% Red. Pref, Stock 1980 £00,000 488
East Surrey Water Company 9% Red, Pref. Stock 1980 200,000 188
Folkastone and District Water Company 9% Red. Pref.
Stock 1880 605,000 496
Newcastle and Gateshead Water Company 9% Red. Pref. e
Stock 1980 400,000 380 ﬁﬂ ‘
North Surrey Water Company 9% Red. Pref. Stock 1980 100,600 97 o
Sunderland and South Shields Water Company 9% Red,
Pref. Stock 1980 500,000 480
York Water Company 9% Red. Pref, Stock 1980 600,000 582 2,490 e
Convortible Loan Stocks v
**Allied Polymer Group Limited 10% Part. Conv. Gtd, U.L.S,
1978/81 1,900,000 1,710
*Armour Trust Limited 104% Part. Conv, Gtd. U.L.S. 1991/96 947,600 265
*The Bowater Corporation Limited 7% Conv. U,L.5. 1982/97 600,000 510
British Leyland Motor Corporation Limited 74% Conv.
U.L.S. 1982/87 2,800,600 963
Combined English Stores Group Limited 94% Part. Conv., .
U.L.S, 1986/91 1,174,,00 1,086
London United invastments Limited 83% Conv. U.L.S. 1877 333,600 267
*Orme Developments Limited 9% Part. Conv. U.L.S. 1982 380,000 234
*James Warren & Company Limited 10% Conv. U.L.S. 1983  120.000 60
ORDINARY SHARES
*Adwest Group Limited 7.500 10
*AV.P. Industries Limited 90,000 53
Cannon Street Investments Limited 8,624,260 611 -
*Dorade Holdings Limited 265,000 08
Dubilier Limitzd 2,160,000 237"
Eatates House Investment Trust Limited 362,900 776
Mount Charlotte Investments Limited 2,667,728 90
*Powell Duffryn Limited 236,000 306
*ictor Products (Wallsend) Limited 23,760 12
OVERSEAS INVESTMENTS
Nederland 8% 1980/94 330,000 73
Bank Nederland Gem. 74% 1984798 100,000 20
West Utracht Gyp. Bank 74% 1977/86 . 100,000 21
Rolingo N.V. 325 10
—_— 124
INVESTMENTS SUBSEQUENTLY TRANSFERRED TO ' K
SLATER, WALKER SECURITIES LIMITED (Note 12 (a})
Tremletts Holdings Limited 10% U.L.S, 1076/83 500,000 400
Charles Spreckley Industries Limited 9% Part, Conv.
U.Ls, 1983 1,808,600 600
Tremlatts Holdings Limitad ordinary shares 766,318 1.314 V z
— 2,214,
26,656
*Sald since 31st Decomber, 1976,
**A partlel disposal of thase holdings has taken place since 31st Dacember, 1976,
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AP TENIIA W
{continuad)

Slater Walker Securities Limited

Investr:ents and properties hald by the insurance subsidiaries

*Sold sines 31st Decambor,
s+ A partial disposal of thes

UNQUOTED INVESTMENTS HELD AT 31st DECEMBER, 1976

Local Authority Deposits

Holding Market Volue
31st December, 1975
£000

Unit Trusts (all held in connaction with Unit-linked
policlas with the axception of Slater, Walker

Minorals Trust}
Slater, Walker Assets Trust
Stater, Walker Growth Trust
Slater, Walker High Income Trust
Slater, Walker Minerals Trust

*%S|ater, Walker Worldwide Fund-—General
Stater, Walker Worldwide Fund—Selective
Slatar, Walker Growth Investors Trust
*#Slatar, Walker International Fund

Jersey Energy Trust

Fixed Interest Securities

Dubilier Limited 84% Loan Stock 1882

Duple International Limited 14% 1978

Jersey Electricity 7% Loan Stock 1977779

Jersey Gas Company Limited 43% Stock 1968/77

PROPERTIES HELD AT 31st DECEMBER, 1975

Freehold praperty having a book value of over £1m
8795 Mansell Straet, London, E1

Over £600,000 and under £1m

. Marconi Factory, Fitzherbert Road, Farlingson
Southbridge Indusirial Estate, The Green, Southall
Bankhead Industrial Estate, Aberdeen

Ovar £100,000 and under £600,000

3 Deanery Straet, London, W1
Mace Industrial Estate, Ashford

Suffolk House, Banbury Road, Oxford
Southbridge Industrial Estate, Kings Road, Southall

£000
15,000
ARRAR N
1.782 1
132,439 81
276,067 169
926,784 482
186,415 18
1,606,802 1.074
262,918 629
461,664 262
4,010 . B
———— 2,812
o0
500,000 326
131,260 126
4,650 3
. 1,000 1
———n 465
3,267
Description

Offices.

. Industrial property.
Industrial property,
Industrial property.

Offices.

Industrial property.

Shops, officas and warehouses.
Offices,

Leasehold propeity having a book value of ovar £1m

. *188-106 Regent Stroet, London, W1

Over £500,000 and under £1m
76-81 Fetter Lane, London, EC4

Over £100,000 and under £500,000

Albion House, Woking

1976,
holdings has taken place since 31st December, 1575,

Department Store.
Offices.

Offices.
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APRENDIX B P . .
Slater Walker Securities Limited

Agreement with Haw Par Brothers Internationai Limited
(“Haw Par”)

rialn pssocistes zequired control of Haw Par, & Singapore company best known at that time for the
manufa:;?u:eazga mﬁfﬁﬁ,ﬁ%f phaimacauticals under the Tiger Balm name. Cver the next tvo years the SWE Intarasts in the Far
East were expanded by a series of acqulsitions, most notably that of Kwan Loong & Co, (Hong Kong) Limited which was renamed
Slater Walker Securities (Hong Kong) Limfted {"SWSHK™"),  Bythe middle of 1973 SWE held 45-7 per coat. of SWSHK, and How
Par held a further 26 por cent, At that time SWS still held about 20 per cont. of Haw Par itself.

ided to reduce lts Far Eastarn interosts and negotiations between SWS and Haw Par cuiminated In
the saleLg;'B%l\;\‘lggigsﬁlg\\gigeer? 1973, of its 45-7 per cent, shareholding in SWSHK to Haw Par for HX$160 million peyable as to
HK$80 million on completion of the stie &n 15th December, 1973, and as to the remainder in June, 1974, At the stma time the
SWS Group acquired certain assets from SWSHK for cash. The first half of the purchase pfica of SWSHK was financed b g loan
fram SWL 1o Haw Par which was repaid in May, 1974,  Inthe meantime Haw Par's efforts to raise a synd{c?ted loan of US$50 million
were unsuccessful due to market conditions, FaJune, 1974, SWl_. made a ona-year loan of US$16-5 million toa Haw Par subsidiary
to facilitate payment of the second instalment of the purchase price.

tn August, 1874, after the sale by SWS of its remaining shareholding in Haw Par to Atlantic Assets Trust Limited and Charter @ ;

Consolidated Limited, SWL concluded new financial arrangements for a five-year loan of US $16-5 million which was used to repay
the one-year foan and a standby loan of US$13'5 million of which US$12:6 million was drawn down, The standby loan was

repayable on 14th July, 1976, or earlier upon six months’ notice, Notice was given and the standby Joan became due on 22nd Janvary, o o

19786. .

The Chairmen of SWS and Haw Par, both new to office, met in December, 1975, and discussed various proposals for repayment,
of the loans but no agresment was reached. Accordingly, when the standby loan of 152126 million was hot repaid on 22nd January,
1976, SWL issued proceedings for its repayment: shortly afterwards SWL issued further praceedings to recaver the US$16-5 million
Joan : Haw Par also issued proceedings against SWS, SWL and certain SWS executives who had been shareholders of Spydar Securities
Limited, a company sot up to provide certain exacutive incentive benefits. In these proceedings Haw Par claimed, inter alia, that the
SWL loans 10 How Par waere ultra vires and void and also claimed tha return of the executive Incentive benefits. :

In June, 1976, SWS and Haw Par reached agreemant for the amicable settlement of all contentious matters betwsan them,
Under the tarms of settlemant Haw Par repaid the standby loan of US$12'5 million in full and SWL accepted US$8 million in Hull
and final settlement of the US$16-6 million loan due in August, 1979. Both payments were made on 2nd July, 1976, with accrued
interest. Each sida bore its own legal costs and released the other from all claims,

The giscount of US$8:6 million includes some US81-9 million reprosenting the estimated gross profit earned by the six
axacutives from the disputed executive incantive arrangements. The exacutives agreed to join in the settlement arrangements and

1o reimburse £659,772 and US$742,902 to SWL on 30th June. 1981, being together {at the time of their agreament) tha equivalent
of US$1-2 million.

in addition, SWL has been appointed sole agent of the Haw Par Group for a period of eighteen months to effect the sale of
the Mandarin Building, Hong Kong for a minimum price of HKS31 million. ifthe sale price, before deducting selling costs, is In excess
of HK336 million an amount equal to the excess will be paid by Haw Par to SWL. If the sale price is less than HK$36 million SWL
will reimburse Haw Par the shortfall up to a maximum of HKS5 million. 1f the
SWL will pay the sum of HK$5 million to Haw Par.

Although the SWS and SWL Boards considerad that they had a strong case against Haw Par for the recovery of the loans they
favoured an early settlement of the disputes for the following reasons:

{1) Litigation concerning disputes of this nature s inevitably likely to be protracted dus to its complexity and,until con

building is not sold within the eightean-month period

&

'

.

/!

Lt
Vs

t . cluded, )
must involve uncertainty. @ ,

(2) immediate payment of a substantial proportion of the total amount due eliminated not only the uncertainty of litigation
but also numerous other imponderable factors such as foreign currency exchange risks.

(3) By settling at an early stage, the very substantial costs, which would inevitably have been incurred in the litigation,
have been avoided, : ‘

(4) |f SWL had failed to obtain judgment the consequences might have had grave repercussions on the SWS Group as

a whole.

(6) The SWS Group agreed 1o accept the burden of the recovery of the disputed executive incentive benefits because it

was joined iq the c_laim for such recovery of profits since they had been derived under arrangements introduced as an
SWS Group incentive scheme.

The SWS and SWL. Boards were advised by leading Counssl that the terms of the settlement were proper and reasonable
and both Boards unanimously appraved them,
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Slater: Walker Securities Limited

Notice of adjourned meeting

Notes:

1

NOTICE IS HEREBY GIVEN thatthe Adjourned Forty-first Annual General Meeting
of Slater, Walker Securities Limited will be heid at The Connaught Rooms,
Great Queen Street, London, W.C.2, on Friday, 8th October, 1976, at 11.30 am,,
for the following purposes i—

To receive and consider the statement of accounts for the year ended
31st December, 1975, and the reports of the directors and auditors thereon.

To elect directors.
To elect as a director, Mr. D. Leca who attained the age of 70 on 26th July, 1976.

To authorise the directors to fix the remuneration of the auditors.

By Order of the Board .
C. D. MACINNES
Sacretary

14th September, 1976

Holders of ordinary and preference shares are entitled to attend or to be represented at the mesting.
A member_anutlecl to a_t;end and vota is entitled to appoint a proxy or proxies to attend and, on a
pall. vote énstead of him. Such proxy need not be a member of the Company. A form of proxy
is enclosed.

To be sffective, the form of proxy, duly completed, must be lodged with the Company at the
officas of its Registrars, Midland Bank Limited, Registrar's Department, CourtwgodYHouse.

Silver Streat Head, Sheffield §1 1AY, or at the Registered Office of the Company,
forty-eight hours before the adjourned meeting. pany. ot lese then

No sarvice contract oxlsts with any director which Is not determinable by the Company or its
subsidiarias within one year without payment of compansation.

The Company has recelved Speclal Motice of the Resolution to elact Mr. D, Leca.
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Lliater Walker seCuntues Limited

Chairman’s statement

intraduction

On the morning of 20th October, 1976, the founder and then chairman of your Company (“SWS"),
Mr. James, Slater, telephoned me and said that he felt that ho should resign as ehairman and a director of SWS.
He said that he thought this to be necessary because of thegrowing publicity concerning the dispute with Haw Par
Brothers International Limited ("Haw Par”) of Singapore, and that this could result in 2 sudden loss of confidence
in SWS whicki, as a financial graup, it could not survive. He also felt that a new chairman was needed to negotiate
effectively with Haw Par. He asked me to assume the chairmanship because companies with which | am assaciated
had an interest in your Company, and because | was experienced in running an international financial group.
During the next few days | sent in a team to assess the situation and, as a result, | concluded that | could only
accept this invitation if there were to be a major reconstruction of the Board 5o as to bring in men of undoubted
reputation, not only in the City of London, but also, in view of SWS's overseas interests, abroad. The Bank of
England was apprised of the position. Lord Rothschild, at that time chairman of N. M. Rothschild & Sons Limited
(“Rothschilds™). Mr. Charles Hambro, chairman of Hambros Bank Limited {"Hambros”), Mr. Dominique Leca,
honorary president of France's largest state-owned insurance company, Union des Acsurances de Paris, Mr. Peter
Hill-Wood, a director of Hambros, and Mr. lvar Kennington, a director of Rothschilds, all agreed to join the Board.
None of these men had any direct interest in the SWS Group. Sir Ronald Leach, senior partner of Peat, Marwick,
Mitchell & Co., agreed to serve as consultant to the Board and Hambros and Rothschilds were appointed merchant
bankers to advise on the future of SWS. The Bank of England authorised the issue of a press release in which it
was stated that the reconstitution of the Board had been carried out with its encouragement. The Bank of England
also made available to the banking subsidiary of SWS a cash facility to help protect the bank's dapositors and
assist liquidity. At the first meeting of the new Board it was decided to appoint Peat, Marwick, Mitchel! & Co. and
Price Waterhouse & Co. jointly to carry out a comprehensive review of the financial position of the SWS group
to assist the Board in planning the Group’s future. A summary, prepared by them, of their extensive reports
comprising this review is set out immediately following my statement. Copies of the full reports have been made
avallable to the Bank of England and to the Department of Trade. Foilowing receipt of the reports, the Department
of Trade decided to make further enquiries under Section 109 of the Companiss Act 1967 further details will
be found in Section | {c) of the summary of the Accountants’ Report.

Background

Support measurss such as those described above have not been unusual in the past two years or so; and
in fact, the support raquired and provided was smaller than that received by other financial companies that had
run into difficulties during the deep recession which started in 1973, But SWS, over the previous decade, had
gstablished a special position in London and abroad. It was likely, therefore, that M. Slater's departure would
taks place in an emotional atmosphere which would make the re-establishmant of confidence that much more
difficult. But the re-establishment of financial confidence was vital. Among SWS's activities were three subsidiaries,
each of which was responsible for the management of large amounts of other people’s money. They were Slater,
Walker Limited (""SWL"), the banking groud, which at that time had public deposits taken in the U.K. and abroad
of £95 million: Slater, Walker Investments Limited (“SWIL™), which managed the investments of over 300,000
people amounting to approximately £260 million; and Slater, Walker Insurance Company Limited (“SWI"}).
which conducted both a life assurance as well as a general insurance business. SWI had issued life assurance
policies to the public with an actuarial liability of £42-5 million and also operated insured pension schemes on
bhehalf of over 29,000 existing and future pensioners with an actuarial liability of £13-7 million. SWI also provided
general insurance, 80 per cent, of which originated from overseas to be placed on the London market. In addition
the SWS group had in issue £30 million of U.K. loan stocks with over 24,000 holders, and £76 million of foreign
currency loans issued to overseas investors.

Loss of confidence would inexorably have resulted in a run on each of these companies, with the probable
destruction of the Group, to the detriment not only of the shareholders and loan stock holders, but also to all those
who were directly and indirectly concerned,

SWS had two other major areas of activity: Slater, Walker Properties Limited {""SWP"), which developed
and dealt in industrial. commercial and residential property : and general investments, which consisted principally
of key stakes in companies which it treated as assoclates, This meant that it was SWS's intention to hold these
investments for the long term, and generally to participate in the direction of the companies concerned. SWS also
held 3 number of general investments which, for the most part, were of a shott-term nature.

A new Board of directors can review a company's affairs dispassionately ; the new SWS Board formed the
visw that substantial provisions would be needed. The Directors’ Report and Accounts for 1975 have now
been completed and are contained in this document. Your directors have not sought to be pessimistic taking
only short-term considerations into account, but have assumed that the medium-term sirategy outlined later in
my statement can be and will be followed.

L
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Initial Considerations

After an initial appraisal of your Company’s sifairs, your directors found themselves in a most difficult
position. They were notable proparly to assess the jull extant of the provisions that would be required and would
have 1o wait some months before the reporting accountants would be able to offer guidance In this respect.
As | have already explained, your Group had issued over the years a numboer of long-tetm loans both in the UK.
and overseas. Certain of them imposed restrictions on overali borrowings by the Group in relation 10 its net assets
and if net assets were to fall below a cartain figure, these loans could be “triggered” and iromediately become
repayable. SWS would not have been in a position to face such a demand and would therefore have had to be
put into liquidation. The Board coutd not, in the circumstances, be certain that the Company was still solvent.

So as to meet these problems, your Board reached an agresment whereby the Bank of England guaranteed
SWLU's loan book to a maximum principal amount of £40 million above its existing bad debt provisien of
£9-6 million. ln return, SWL agreed that, in the event of its calling on this guarantee, it would pay over to the
Bank of England all future profits to the extent of 125 per cent, of the amount called and not subsequently
racovered. This effectively allows SWL to spread any losses ovet and above the £9-8 million provision existing
at 30th September, 19875, over future years' trading. The extra 26 per cent. represented both the fee to be paid
1o the Bank of England for its commitment and an amount in lieu of interest for the indeterminate .period for
which it might be out of its money. In addition, it was understood that SWL would apply the cash received in the
avent of calling on the guarantee in repaying amounts borrowed from the Bank of England under the cash demand
facility to which | referred in the first paragraph. SWS also agreed that it would subscribe to an increase in capital
of SWL as soon as practicable. Eurthermore, in view of the general uncertainties and of the agreement with the
Bank of England, your Board agreed that it would not pay any dividend on the ordinary share capital of SWS
without the prior approval of the Bank of England. These arrangements are described more fully in the Directors’
Report and Accounts and in particular Note 1 to the Accounts and in the report of the auditors. The summary
of the Accountants’ Report also describes these arrangements.

Having obtained this guarantee, your Board was confident that the Group couid continue in operation.
However, it was considered prudent to redeemn before the year end the most restrictive of the loan stocks.
Therefore the whole of the outstanding £3.459,228 9% per cent. Unsecured Loan Stock 1991 /96 was redeemed
at par and certain bank loans, totalling £10+4 million, were repaid on 31st December, 1975.

Liquidity had been the most immediate concern, Your Board had had to face the possibility of a run on the
insurance company and on bank deposits. Fortunately, SW! had maintained a very high degree of liquidity and
was therefore able to meet what turned out to be no more than a limited cali on its funds. | have already mentioned
that, to protect the bank, a facility was agreed with the Bank of England which, up to 31st July, 1976, had been
calied upon 10 a maximum extent of £45-2 million. SWL has currency deposits placed in the London money market

which, if it was considered necessary. could be available 1o reduce substantially its drawings under this faciity.

Policy and Action by the Board

Your Board's next task was 1o shape a policy for the medium-term future. In the past, active dealing in shares
and property had supplied substantial profits to the Group. This had allowed the Group to finance other investments
despite the fact that they resulted in a negative cash flow. Dealing, however, was an activity more particularly
associated with my pradecessor and which, under the new circumstances, would not be continued. Now each
investment would have o be looked at with particular regard to cash flow. | will now describe the policy deter-
mined in respect of each of the five main areas of activity.

(i) General Investments and Associated Companies

A!though the underlying earnings were much higher, the average dividend vield on the investments in
assoclated nompanies was 2-3 per cent. These were being financed principally by borrowings. the cost of
which was considerahty greater, Cash flow was therefore negative and it was decided that they had 10 be
sold, Since 30th .Sz_aptembar. 1976, no new investments in associated companies have been ‘made and
a total of £9-7 miltion has been realised. Whilst the holdings in James Finlay & Company Limited and
Sekers International Limited are held as long-term investments, nonetheless, if attractive offers are received,

serious cgnsideration will be ‘given to their sale after consultation with the boards of the companies
concetned.

It was also decided that the other general investments should be sold and £10-8 million has been
realised since 30th September, 1975, Details of major investments held at 31st December. 1975
indicating those sold subsequently, are shown in Appendix C to this document. :
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Chairman’s statement continued

(it} Banking

The banking activities consisted of SWL in London, regional offices in six major UK. cities and &
representative office in Switzerland. In addition, there were subsidiary banks in Jersey, Guernsey and the
Isle of Man. Mr. D, J. Thomason, a diractor of Hambros, was seconded to SWL and was subsequently
appointed a full-time executive director and deputy chairman of SWL and a director of SWS and | assumed
the chairmanship of SWL. it was evident that the task ahead was to cut back the bank's activities to its
London base and to recover loans that had been made. All the regional offices and the representative office
v:are, therefore, closed and the three subsidiary banks were sold. As a result of these measures and the
recavery of loans, the total loan portfolio has heen reduced from £111 million at the end of September.
1975 to £67 million on 81st July, 1976. Having had the support of the Bank of England, t¢ which | have
already referred and without which SWL would not have been in a position to carry on trading, SWL was
able to continue to manage its loan portfolio and to arrange collection of existing advances in an orderly
manner. SWL is not now in a position to undertake any significant new business and the size of its
management and the level of its overheads have been reduced.

Among the principal loans in dispute were those made to Haw Par. An agreement was reached on
17th June, 1976, and a press statement issued. Further details of this appear in Appendix E.

(iii) Property

Here again the rental income from property was well below the cost of carrying that property atd it was
decided to realise the portfolic in an orderly way. A major part of the portfolio comprised properties held
for or in the course of development and, in the light of the uncertain market for this type of property, a full-
scale valuation was not undertaken. Mr. J. W. Hackman, a joint managing director of Keith & Henderson
Limited and Mr. N. J. M, Spurrier, a director of Argyle Securities Limited, were appointed to a property
management committee of SWP and subsequently as chairman and deputy chairman respectively of SWP.
it was decided to complete all current developments and to consider in due course the development of other
sites which might be viable following pre-lettings. Since 30th September, 1975 £18 million of the portfolio
has been realised and £11 miliion (excluding financing costs) has peen expended on the developments in
hand. [t is estimated that a further £4 million will be expended on the current development programme
which is expected to be substantially completed by the end of 1976.

(iv} Insurance

SWI and Slater, Walker Insurance Company (C.1.) Limited were formed in 1968 and 1972 respectively.
The insurance activities have grown rapidly over the past few years. This created an increasing need for
new share capital. This need has besn met, but it is considered unlikely that SWS could continue to supply
any extra capital which may be required for further expansion in the future. It was therefore rlecided that
there were two alternative plans that could be considered. We could either sell SWI or we could reduce
the range and level of its activities, concentrating on the more succassful elements of its business. Both
these alternatives are currently under consideration.

{v) Investment Management

Although this business was sound and well run, a period of uncertainty ensued following the rasignation
of Mr. Slater. Accordingly, an investment committee was formed under my chairmanship and with the
managament of Mr, Brian Banks in order to supervise overall investment policy. The committee included
representatives of Hambros and Rothschilds. In the circumstances, it was considered right to stop
advertising. Whilst repurchases of units were initially abnormally high they have returned to more riormal
levels,

We now intend to pursue active development of Lhis business and a major objective will be to complete
the programme of unit trust mergers ambarked upon at the beginting of the year with the approval of the
Department of Trade. Over half of this programme has already bgen completed successfully and, with full
implementation, Slater, Walker Trust Management Limited wil} continue to offer a spread of unit trusis
cateting for most investors’ raquirements. _

The value of the private clients’ and institutional funds under management is now at approximately
the same level as at October, 1975.

The Future

Your directors believe that the Group should continue to realise its investments and properties, and to
recover the loan portfolio of SWL. Continued progress in this programme will enable SWS to use its {4 sources
1o reduce its existing heavy liabilities. But it must be remembered that until such time as sufficient of the nan w Jome
or low income producing assets have been sold, the existing equity will be further depleted. Preference and ordiary
shareholders cannot therefore expect any dividend until such time as this position has been céiected and
resolved.
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As a rasult of tha provisions which your Bo

ard has made in the accounts for 1975 the borrowing powers

-

AT -

of the directors contained in the Articles of Association will have been exceeded and accordingly preferance and

ordinary shareholders will be‘asked to approve an alteration to tha
with notices of an extraordinary general me’ :ing O

praference shkareho

are included

in a separate

meetings will e held immediately after the adjourned Annual
taken by ordinary and preference shareholders are contained in

importance to y

carefully and to vota in

to submit proposals to ho

borrowing i

31st Decemb

mits contained

oxisting limits.

Staff

During November, 1975, your Board underto

ou as shareholder
of the Company,

in the Trust Deeds constituting t

¢ the Company and of a )
Iders at which resolutions to increase the borrowing powers of the dire
hareholders accompanying this document.These
General Meeting and details of the action 1o be
that letter. Having regard to the fundamental
in tha present financial circumstances
der the contents of the lettar most
favour of the resolutions being proposed. It is also intended in the near future
lders of certain loan stocks issued

s of the Company that,

these resolutions be passed, | urge you to consi

ok a full review of staffing requirements

by the Group to vary the bas
hese stocks are calculated. O

ar, 1976 Consolidated Balance Sheet the amount of the Group's total borrowi

Articles of Association. Further details together
separate general meeting of the
ctors will be proposed

s

is upon swhich the -
n the basis of the &
ngs is close to the :

and overheads following

the reduction of the Group’s activities. As a result, 98 employees have been made redundant during the period .
ended 31st July, 1976 and a further 37 employees have resigned from the Group. These redundancies did not ik

include any of the employees of SW! and SWIL where no staff reductions were considered necessary.

* nese have bean very unsettling times jor
to thank them for the exceptional loyalty which t

all members of the staff and | s
hey have shown to the Group

JAMES GOLDSMITH
Chairman

3rd September, 1978,

hould lika to take this oppof‘ﬁxniw
during this most difficult period.
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Slater, Walker Securities Limited

Summary of Accountants” Report

INTRODUCTION

This soctlon contains a summary of the principal features of the various reports on the SWS Group which wore
Issuad! by Peat, Marwick, Mitchell & Co. and Price Waterhouse & Co. (“the Accountants™). This suminary has beei prepared
by the Accountants.

The Accountants were appointed to carry outa full roview in arder to assist the Board in planning the futurs direction
of the Grouq. They did not, tharefare, regard it as part of their terms of reference to enquire into the circumstances of
past traraactions, except to the extent that these might have a bearing on the current and future position of the Group as it
was than constituted,

In genetal, their work was based on the situation at the end of September 1975 (October 1975 in the case of SWL)
with updating to 31st December, 1975, Their enquiries were effectively complsted by 12th March, 1976, Where appro-
priate, subsequent events have been referred to in this section of the circular.

A. GROUP STRUCTURE
The divisional structure of the SWS Group together with the principal companies is set out below,

SLATER, WALKER SECURITIES LIMITED

| I | |

Banking Froperty Insurance Investment Management
Slater, Walker Slater, Walker Slater, Walker Slater, Walker
Limited Properties Limited Insurance Company Investments Limited
{"SWL") ("SWP") Limits.d (“SWIL™)
{"sWI%)
Unit Trust Management

Slater, Walker Trust
Management Limited

Central Companies

which hold General

«Investments and
Associated Companias

B, FINANCIAL POSITION AT 30th SEPTEMBER, 1976
At 30th September, 1975, the closest practicable date to the change in Board membership for which figures were
available, the Group management accotints, consolidating all subsidiaries other than the insurance companies, disclosed the

following pozition:

£m £m
FIXED ASSETS 86-3
INSURANCE COMPANIES 1140
ASSOCIATED COMPANIES 2341
GENERAL INVESTMENTS 193
CURRENT ASSETS
Properties 17-1
Debtors, loans and advances 1269
General investments 8+
Cash 42-0
1941
CURRENT LIABILITIES
raditors (including current, deposit and other accounts) 1076
Bank overdrafts 85
Current taxation 4-8
1975 dividends 32
1241
NET CURRENT ASSETS 70-0
CAPITAL EMPLOYED 1897
Loss: LONG TERM BORROWINGS 1072
MINQRITIES 06 :
) — 1078
NET ASSETS 819
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Summary of Accountants’ Heport continued

An analysis of the capitel employed, according to those eccounts, s set out below, Also Intluded for comparative

purposes Is the capital employe

be congldered in conjunction w

d at 31st December,

Ith the Directors' Report en

1978, as shown by ths audited consolidated accounts and which must

d the notes 1o those a¢counts,

[P UNE W

30th September, 1976 31st December, 1975
Apgroximata Capitat Capital
nuipker of employed emplayed
BANKING employees £m fm
SWL, an authorised baik, with wholly owned subsidiarles
in Jorsey, Guernsey and the lsle of Man, and six
regional offices in the United Kingdom N
Net Assets 215 2147
Deposits placed by other Group companies 22:4 114
21C 43-9 3341
PROPERTY
SWP, together with some 200 companies mostly owniny
a single property, including a building division
employing about 160 people 210 780 62+0
INSURANCE
W1 and Slater, Walker Insurance Company (C.I.) Limited.
The Instrance group was not consolidated in the SWS
accounts and the investment in it was shown at cost 190 11-0 6-0

INVESTMENT MANAGEMENT
SWIL with 4 main operating companies 76 36 55
GENERAL INVESTMENTS and ASSOCIATED COMPANIES
Holdings of more than 20 per cent. of the gquity in 6
companies and a considerable number of other invest-
ments —_ 512 196
CENTRAL COMPANIES
SWS (tho parant company) together with numerous
intermediate holding end investment companies

{inuluding proceeds of sale of investments) 106 2-0 147
790 189-7 14C9
j——"1 N
Less: Long term bortowings and minority interests 1078 AQe2
NET ASSETS (including non-income producing assets) 81-9 4“

divis As a result of the review, the Accountants recommended the following major provisions agalns‘,'th 1-’ opi.‘-?aiiéig
visions: L i

e

Banking Divislon—loans and advances excluding loans to Haw Par

Property Division 148"
UK, Insurance Company . 88
Geners! Investments and Assoclated Companles 133

The above provisions were calculated before taking into account certain arrangements entered into after
3ch Sep_tamb_er, 1978, n.otablv the agreament with the Bank of England (referred to in section C below) which indemnified
the banking division against losses on its loan portfolio and bofore taking inte account the factors affecting SWI referred to
below. In arriving at the provisions, the future cost of financing the hotding of non-income producing assets was not taken
into account and the Accountants drew attention to the future revenus drain which was likely to ariso, discussed further on
pages 16 and 17,  After eliminating the banking provision of £28-2 million and after taking into account losses on exchange

and other centit) provisions and write offs, in particular irrecoverable ACT of some £3 million, a provision of £1+7 million

against investments transferrec from SWI, and the revenue loss for the final three months of 1975, the Accountants estimated

the Group's net assets at 31st Dacomber, 1975 to be some £38-4 million. T i +7 milli
in the audited consolidated balance shest, Mon.._“This compares with the amount of £40°7 milion

Tho estimato of the Group's net assets included £2:7 million as the purchase cost of the management rights of

certain unit trasts. 1t was noted that the market value of all such rights held by the investment management division was

presumably = 2ater than that figure, since nothing was included in re i i 5 j
D aacd Ly the Groum, . [1] respect of other existing unit trusts established and‘

The Insurance divislon was Included In the estimate of the Group’ i i

, M ; roup’s net assets at its provisional net asset value of
£t2 Sﬁ! mll[l:;on, which did not reflect the definitive actuarial calculations which have been adopted for SW/'s statutory accounts
at 31st December, 1878, nor any goodwill element which might be achisved on a sals of the insurance companies. ‘
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Summary of Accountants’ Report continued

C. THE BANKING DIVISION

SW1's princlpal business was based In Londor, and in addition it had braniches In slxmajor U.X, cltles, and thiee off-
ghove subsidiaries in Jersay, Guernsey and tha Isle of Man. The Accountants reviewed the banking division as at 31t Octobor,
1978, when Jis gross assels amounted to £122 miliien, its custemer deposit and current accounts wate £72 million, and its
gapita! employed was £43 million, Including net deposits of £21 milllon by other SWS Group companies. SWL was by
far the largest component of the division, the gross assets of the ofishore companies amounting 1o only £13 million, The
offstiore companies have not been dealt with in this summary as they were sold after 31st December, 1975 jor ampunts
approximating 1o thair net asset values.

In the oplnion of the Accountants SWL was regarded In the SWS Group asan “in housa* bank whoso prime function
had boen to service the needs of tha Group and the Group's clients, Thus come £68 millian of SWL's advances, sut of a total
of £91 milllon at 31st October, 1975, wore 10 cempanies in which SWS had or praviousty had an interast, or 1o individuale
to finance shareholdings In such companies. The greater part of the provisions which the Accountants rocommended

related to o small number of accounts in thls c”sgory, includlng a provision of £15-5 million in respect of a single situation,

Support errengements

“rhe Bank of England granted $WL a secured standby facility in October, 1976, 10 assist the banking division in meating
withdrawals of public deposits which might atise as a result of the resignation of Mr. J, D, Slater. This facility was superseded
on 27th November, 1975, by a revised secured advanee facility of up to £70 miliion with interest on amounts drawn down at
Bank of England base rate plus 1% per cent. and a conimitreent fee of Jth per cent. per quarter on the amount of the faciiity.
In addition, the directars of SWS undertook inter alia that, if requested by the Bank of England, up to £25 million of SWS
Group deposits with SWL would be converted into equity capital.

On 11th December, 1975, the Bank of England gave a guarantee and indemnity to SWL and its banking subsidiaries
in respect of losses atising from their loan portfolios in excuss of the exlsting bad debt provision of £9:6 million limited (as
to amounts of principal) to £40 million, The guarantee alsv covers interest accrued after 11th Dacember, 1975, The guarantes
anangements provide that repayment of the amounts called should anly be made out of the profits of SWL and its subsidiaries
earned subsequent to 31st Decornbar, 1 a78, and that all these profits are to be used to make the repayments, Up to an amount
equal to 125 per cent. of the total amount gaflad and not subsoquently recovered. Tharefore SWL would maka no contributien
tawards the profits of the SWS Group fn the foreseeable future. SWS undertook to procure the due performance by SWL
of its obligations under the guarantea.

By accepting the guarantee arrangements with the Bank of England the directors of SWS undertook to inject £10
million further capital into SWL as soon as practicable, being in part sottlement of the obligation to inject £25 million
refertad to above. The subscription of the remaining ¢£15 millioh of aquity capital is expressed to be gonditional on
such action being consistenit with the responsibility of the directors of SWS, Having regard to the financial position of the
Group, the Accountants doubted if the directors of SWS could responsibly accede to such a request if it were mads.

Loans and Guar~ntees

At 31st October, 1975, SWL had some 150 commercial loans outstanding totalling £91 miftion before existing
provisions, It was the opinion of the Accountants that at 31st October, 1975, the existing bad debt provision of £9:6 million
in respect of the lnans and advances was inadequate. In the absence of the guarantee arrangements made in December,
1976 with the Bank of England, they considered that a further bad debt provision of about £29 million would have been
required against these advances ana against tabilities arising under certain guarantees in respect of loans made by banking
subsidiaries. This amount excluded any provision that might have proved necessary in respect of the loans totalling some
U 8. $29 million to How Par, which at that time could not be avaluated. As a result of events since the completion of the
Accountants’ Report, including the effect of the Haw Par settlament (summarized in Appendizx E), movements on exchange
rates and further detericration in the values of sacurity held for certain loans, the diractors consider that the further provisions
of £29 million then recommended would need to ba substantially increased and it is now likely that the full amount of the
Bank of England guarantee of £40 million wiil be required.

The Accountants went on 0 point out that it was only the existence of the Bank of England guarantse which made
it appropriate to ignore the future cost of financing the deubtful loans in evaluating the necessary provisions. [n the absence
of that guarantes, the bad debt losses which thay considered SWL had incurred would have mado [t insolvent at that time.

The Accountants also commented that it appearad that, in assessing the amount of the bad debt provision at
31st Dacembet, 1974, although some borrowers were known 1o be in finantial difficuities, lack of security was not of itself
regarded as necessitating a provision. In their view, optimistic assessments ware made by SWL regarding the ability of
managements of certain of the cumpanies to whom loans were made, the likely course of property prices and the worth of
unsupported guaranteas. Eor the purposes of their repart, however, the Accountants considered it appropriate in estimating
provisions in the majority of cases, 10 have regard solely to the value of underlying security.

in the view of the Accountants, the inherent weaknesses of SWL's lending resultad from the following factors:

(1) The small nuraber of very large loans, whose size appeared out of proportion to the resources of SWL. The
four largest loans (ranging from £5 miliion to almost £18 million) accounted for 61 per cent. of the portfolio.
There were a further 16 loans of over £1 million which accounted for 31 per cent. of the portfolio. Therefore

of the 150 loans, 13 per cent. of the total number accounted far 82 per cent. of the total value of tha portiolio.

{2) The terms on which some £36 million of the loans were granted included provision for the roffing up of
interest.

(3) The mismatchiny of the maturity dates of assets and liabilities; Habilities due within 3 months amounted to
£57 million, whereas assets realisable within 3 months were £22 million. Tha loan portfolio included some
£62 miltion of leans (before provisions) with an expected repayment date of over two years.
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Loans ta Diractors end Staff

At 31st 0ctoberj 1976, foans to the then diroctors of SWS (which were made by SW.)} smounted to £685,000, of
which £228,000 were house mortgages, House mortgages to othor Group stoff, made by WL, amounted to £623,000.
All house mortgages ware at the recommended interest rate of the Bullding Societles Association and wera gonerally
Himited to 3% times safary with a maximum of 80 per cent, of valuation. SWL could demand repayment of the morigages
giving six months’ notlce If the borrower ceased to be amployad by the SWS Group. Other loens $o directors bore interest
at 2 per cont, above National Westminster Bank's baserate and were repayable on demand. In the opinlon of the Accountants,
the staff mortgages appearad to have basn well secured whon granted but since most of the advances were made snd the
proporty valuations obtained In 1973 and 1974 when property values wers higher, ghey considered that some borrowers
would have considarable difficulty refinancing thelr raostgages and ¢ general provision of £60,000 was racommended,
In thair opinlon, thare was a shortfalt of some £200,000n the security held for loarts and a house martgege totalling £303,000
to ane director and a provision was recommended. Mo provisions were recommended [n respact of the other directors’ loans
and house mortgeges.

At 315t October, 1975, there were also outstanding Joans of £1:2 million made by SWL in which two directors who
resigned during 1976 were intsrested. Of the balance outstanding at 31st October, £1 milllon was advanced during 1975,
The total included a house mortgage of £119,209 to Mr. J. D, Slater's wife, which he had guaranteed and loans (slnce repald)
of £352,000 to companies controlled by him. In the opinion of the Accountants, the loans to these companies wete at
commerclal rates of Interest and adequately secured. Loans outstanding of £751,000 to the other director who resigned in
1978 included £500,000 which was advanced after it had been decided that he would leave the SWS Group; quoted
securities with a then market value in excess of this amount were charged to SWL. The Accountants were informed that the
reasening behind this loan was to enabla the borrower to buy shares in a company which he planned to develop with the
intention of iImproving the inadequate security for tho earlier advance. The Accountants were of the opinion that at the time

of their review, there was a shortfall of some £325,000 In the security held by SWL for these loans, and a provision was
recommended,

In addition to the above loans one other subsidiary of SWS had made loans to staff, which at 31st Octcber, 1275
amounted to £269,000. The Accountants did not recommend a provislon in respect of any of these loans.

D. PROPERTY DIVISION

At 30th September, 1976, the division comprised some 200 companies holding a similar number of properties.

Soon after the raconstruction of the SWS Board, a property committee {consisting of Mr. J. K. O'Donnell {until
the date of his resignation), Mr. J. W. Hackman and Mr, N. J, M. Spurrier) was appointed for the purpose of reviewing the
position of the property division, to advise on current values and to propose a plan for the future, In many areas, especially
in respect of astimated property values, the Accountants relied on the expertise of this committes.

Neither the Accountants nor the committes investigoted the past activities of the property division but the view of
the committee {which the Accountants’ impressions supported) was that the business of the division was conducted
professionally, A policy of retrenchment had been followed since early 1974 with the exception of a successful increase
in business in residential flat break-ups. The Channel Islands’ subsidiarles were initially slow to follow this pollcy but wers
by then actively seeking to make sales. The main areas of loss had bean those over which inadequate control of purchases

had been exercised, namely, Chernel lslands, Eire, house building land in the U.K,, joint venture schiemes, and, to some
extent, Bolgium and Frence,

The book value of properties in the divlsion at 30th September, 1975 was £75-3 million and nearly 60 per cent.

of this was accounted for by 10 properties. Approximately 95 per cent. by value of the portfolio consisted of freeheld
properties, the remainder being nearly all long easeholds,

Book value 30th September, 1975

£m

100 Fatter Lane, London, EC4 176
16-12 Rue Guimerd, Brussels 57
17-19 Avanue Marnix, Brussels 40
13 Avenue Marnix, Brussels 2.7
Land at Woosehill, Wokingham, Berks 36
& Place Rio de Janeiro, Paris 27
65th Floor, Tour Msine, Montparnasse, Paris 29
16 Rue Saulnier, Parig 17
Tulchen Estate, Scotland 20
3-15 Queen Stroet, St. Helier, Jersey 1.7
Others 37
76-3

.

In addition, the SWS Group offices were held at & book value of £2:4 million, The house-building activities, although

a large employer of direct labour, contributed litile to the divislon's profits and did not account for a significant amount of its
capital employed.

|

Busgc_i on thp work of the property committee, the Accountants recommended provisions, net of certain surpluses,
of £14-8 million against the above book values, of which £9-6 million net related to the ten largest properties.

Most of the property divis_ion's activities aro funded by borrowings which at 30th September, 1975, amounted to
£60-8 million. Of this, £47:8 million represented Intra-group indebtedness with the rolling up of interest, and this amount

Es included as part of the capital employed by the division in the table on page 10. At 31st December, 1975, the gross
income from the properties was only £1-5 million in a full veer,
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Summary of Accountants’ Report corfinued

Out of the portidiio of £75-3 milllen, approximately 70 per cent. was accounted for by propertles held for of inthe
course of development, being mainly freehald offices gnd shops. Following a review by the property commitice, it was pros
posed to complete existing dovelopments with a view 1o sale, Undar the development programine, authorised oxpenditure
then nm_ountad ta £8+3 miflion, substantially all of which was scheduled for 1876, This amount axcluded the cosis of finance
and selling, and some £4 milllon axpended inthe three months to 31st Decambar, 1975,

E. INSURANCE DIVISION

The insurance divislon consisted of two principal companies, SWl and a small Guernsey company. The Investment
in these companies was statod at its cost of £41 million in the Group management accounts at 30th September, 1976, of
which £10 million related to SWL

The constituent parts of SWI ware as follows:
(a) Long Term Businoss Fund

The long term business fund, amounting to £67 million at 34st December, 1975, wis dorived from the fuliowing
types of policy:

£m.

Income bonds 256
Pension business 14-2
Life assurance 4.8
Conventional annuities 124
57°0

—_—
———

All the income bonds were issued in 1972 and 1973 and they confer a guaranteed annual income over their 10 year
term and repayment in full at the and of the tarm or in the event of earlier death, 1n addition they may be encashed at any time
for an amount ranging from 80 per cent. of the face value initially up to 100 per cent. towards the end of the term.

" pansion business is the longest established of all the company’s activitias. Policies were originally written only
in tespect of SWS Group Companies but since 1970 SWI has also dealt with the general public.

At 30th Soptember, 1975, funds totalling £13-4 million wero hald for 147 group pension schemes. The annual
recurring premium income in respect of the then current schemes was £2.1 million, but little new business was obtained
during 1975.

SWI has written conventional life assurance and annuity business since it commenced operations, and although the
life assurance policies continue 10 be markated satisfactorily, the amount of annuity business in 1974 and 1976 has fallen
as a result of the uncompetitiveterms being offered as a matter of policy by SWi.

(b) Generalbusiness

SW1 transacts all classes of genoral business, oiher than aviation and mator. The account includes direct Insurance,
facultative reinsurance and treaty reinsurance business from tha U.K. and from most other parts of the world, The prime
source of businass {32 per cent.) is darived from Lloyd's brokers, the remainder (B per cent.) being detived from direct
connections of SWi

“The net accounted premium income for the first nine months of 1975 was £7-7 million (£10-3 millicn in the full year),
in the approximate proportions of 10 per cent. Marine, 30 per cent. Fire and Accident and 80 per cent. Non-Marine Treaty
Reinsurance.

it is SWI's policy to limit its undarwriting exposure in two wWays, 1t imposss limits on the maximum liability it is
prepared to accept under any one risk, and it makes reinsurance arrangements which restrict the impact of any substantial
net claims, The objective of the present reinsurance arrangements is to limit SWi's net loss on any onerisk to a maximum
of £60,000, and to £5,000 in respect of all classes of "long-tail” Hiability businass.

The essential feature in considering the profitability of the general branch activities is that this division has been
opetrational for a compatatively short period. Definitive accounting for this business is difficult bacause part of the under-
writing is "tong-tail” and the full extent of claims iz not known until some yaars after the incaption of the risk period. The
proviston to be made in respect of such claims which have not been notified at the end of the accounting peried can only
be calculeted on an approximate basis until sufficient time has elapsed for a statistical pattern to have doveloped giving
some guidance as to the incidence and timing of clalms in relation to the premium income for a given underwriting ysar.
The method of sstimating the provisions for claims incurred but not reported is heavily dependent on the undarwriters’
judgment of the uitimata prefitability of the business. SWi believes these provisions to be conservative, and it may transpire
that this is 50; there is however little statistical evidence on which a judgment as to the adequacy of these provisions can be
made and consequently it was not possible for the Accountants to express any opinion as to tha profitability of the general

branch operations.

Investments

The Department of Trade impose on all insurance companies varlous consh‘-ain:s on Invastment pol{cv, and receive
quarterly portfolio analyses from SWIL. Under the terms of its authority to carry out insurance business $Wi is not permitted
to invest in shares not quoted on recognised stock exchanges or to make investments in or loans to other SWS Group

companiss.
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Siater Walker Securities Limited

Summary of Accountants’ Report continued

Tha principal problem areas ossociated with the investment portfolio were!

(a} At the time of the Accountants’ examination, the long-term business fund was particularly liquid; thus
the Invested assets were not sufficlently well-matched and the fund's Income was lherefo_re vulnerable 10 a
fall In interest rates. Since that time a proportion of thogs fiquid funds has been relnvested in Local Authority
Lender Option Bonds on which, in certain circumstances, SWI has the option of immediate tepayment.

(b) At 30th September, 1876, 16 per cent. (£10-4 million} of the total market vallue of the portfolio was
represented by properties and this is too high a proportion for a company of SWl's nature because of the
inflexible charactarlstics of this form of Investment and its Jow yield,

(c) There were too many heldings of portfolio investmonts of questionable value. Many were as a matter of
policy in companies whose management ability was well known to and well thought of by SWS, These
investments were generally in the form of unsecured loan stocks which wers considered, at the time they
were mads, not to have any substantial degree of risk although it is acknowledged now that a too large
proportion was investad into that part of the financial sector which is highly geared. In addition some of these
companies had been associated In various ways with the SWS Group and the losses arising on such holdings
have been of significance in relation to the overall investment performance of SWI. Over the past five years
losses on stock exchange investments of the long term business fund have aggregated £19 million in relation
to a fund of £67 million, although the situation was allaviated by a profit of £12-6 million rasulting from the
sale of property.

(M, Slater has since commanted that he pointed out to the Accountants that during the relevant period the
market as a whols dropped substantially and he informed the Accountants that as a consequence of the policy
of maintaining a high degres of liquidity, any opportunity of taking advantage of the subsequent revival of the
market by reinvestment was lost.}

Manasgement and Investment Policy

The management of SWI has enjoyed some degree of autonomy in the development of the underwriting operaticns
but this has been subject to the diraction of overall strategy by Mr. Slater. However, it was in the crucially important area
of investment policy that Mr. Slater exercised a dominant role; although the SWI actuary specified the broad parameters
-within which investment decisions should be taken to achleve matching of the liabilities of the long term business, SWI
management in no way influenced the selection of investments within these parameters, nor were the dealings formally
approved or ratified by either the board or the executive committee. As part of the reporting system, however, SWI manage-
ment receivad full information relating to their investmant portfolio.

Nat Assets and Solvency Margin of SWI

In view of the size of the long term business fund, the Accountants commissioned Messrs, Bacon & Woodrow
("B&W"}, consulting actuaries, to report on the actuarial liabitities of the insurance division. An initial review by the Accoun-
tants, taking account of B&W's report, indicated that SWI was likely to experience difficulty, on the basis of the new asset
valuation rules, in meeting the solvency margins laid down by the Department of Trade, To meot this problem, SWS agreed to
acquire from SWI any investments which had lost their quotation, at pre-suspension prices. Certain investments were
accordingly transfetred from SWI in 1976, the effect of this being reflected in the 1975 accounts of SWI and the remalnder
of the SWS Group. As a result of the foregoing transfer, and on the basis of the published actuarial valuation, SWI was
able to satisfy the Department of Trade’s solvency requirements at 31st December, 1976. The Accountants racommended,
hecause of the uncertainty over certain aspects of ths position of SWI, that the investment in it should be shown at net
asset value. The amount of the provision recommended by the Accountants was determined before the statutory accounts
of SWI at 31st December, 1975, which adopted SWI's definitive actuarial calculations, ware available. The Accountants
did recognize howevar, that & goodwill element might attach to the business of SWI.

The Guernsey Company

The financial position of the Guernsey company, which had net assets of £1+2 million at 30th September, 1975, .

appeared to _be satisfactory. [n the Accc_untants’ opinion, the company was not vulnerable 1o stock market or interest rate
movements in the same way as SWI, as it engaged almost exclusively in unit linked policies. It was, however, as a result

dependent on a continued flow of business for its continued profitability. The profit projected for 1976 was £120,000
after Guernsay tax.

F. INVESTMENT MANAGEMENT DIVISION

t The division is not formalised as a group but draws together a number of separate legal entities. The main profit
cantres are !

Portfali.y management for private clients and certain Group companies,
U.K. unl: trust management,
Offshore trust management.
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Slater Walker Securities Limited

Summary of Accountants’ Report continued

The not assets of the division at 30th Septemher, 1975, ara set out below,

£m £m
FIXED ASSETS
Cost of nequiring management contracts of Jessel and National Group unitwusts 2.7
CURRENT ASSETS
Dabtors 2:2
Lecr:
CURRENT LIABILITIES
Craditors 10
Overdrafts 03
13
—_— 09
NET ASSETS 36

JRSS—
—

At 30th September, 1975, the division had funds under management of just under £300 million, comprising £40 million
private and institutional ¢lients’ money, £75 million Group companies’ money, £170 mitfion in U.K. unit trusts and £10 million
In offshore trusts, Qut of the total funds managed, approximately twa per gent. was held in companies which are connected
companies of SWS, one per cent. in companies which are clients of the banking division and four per cent. in certain major
strategic holdings. At 30th September, 1975, one unit trust held 323,333 ordinary shares and five trusts held a total of
1,362,963 prefarence shares in SWS. Thesse holdings had not altered significantly by 31st July, 1976, Transactions in
these shares were approved by the trustee in each case.

The adverse publicity surrounding the SWS Group, and the uncertainty as to its future, resuited in an abnormally
high level of repurchases in the unit trusts. Singe the Accountants’ reports were completed, however, the situation has
stabllized and in the opinion of the division’s management, repurchases are now ata normal lavel.

The private client portfclios included approximately £3:4 million invested in spacialist unit trusts menaged by
Slater, Walker Trust Management Limited, Management fees, which are based on porifolio values, ara not charged on the
value of a client's holding in the unit teusts.  1n addition, when such investments are made, there is a reduction in tha initial
service charge by the unit trust.

As a result of takeovers of the Jessel trusts and the Naticnal trusts in November, 1974 and February. 1 978, there were
44 U.K. unit trusts at the time of the Accountants’ reports, many of which had similar investment objactives. Certain of the
National trusts were very old and had not been actively promoted for a considerable time, A scheme of rationalization,
involving the amalgamation of a number of these trusts, which had previously been planned, has since been instituted and
is now more than half completed.

This division appeared to the Accountants to be well run and managed in an orthodox manner.

G. GEMNERAL INVESTMENTS AND ASSOQCIATED COMPANIES

. At 30th September, 1975, SW5's interests in associsted vompanies and other investments had a net book value of
£61-2 million, The Accountants reported on these investments and considered what adjustments should be made 10
the carrying value of each investmant at 31st December, 1975. In accordance with the SWS Group's accounting policies,
they assumed that investmants of along term nature would continue to be stated at cost {plus Group share of post acquisition
reserves where applicable) unless circumstances were such that their value 1o the business might be considered to have
been permanently impaired. All other investments weré valued by them at the lower of cost and fmarket value or estimated
realisable value. Of the major investmants thase in Cornwall Equities Limited (“Cormwall"—a U.8. company) and James
Finlay & Company Limited (“Finlay”) were valued at above estimatad raalisable value and market value raspectivaly;

further details on these and the other major investments are set out below.

By 31st December, 1976, investments with a book value of £21-5 miilion had been sold at a loss of £6-0 million. The
Accountantsrecommended a provision and other adjustments of £8-3 million in respect of the investments held at 31st Decem-
ber, 1975, which would consequently have had a book value of £21'4 million. Thus, the total loss to be provided on these
investments was £133 million, which was about 25 per cent. of theit book value at 30th September, 1975, Thisis in addition
to any provisions for losses on these investments made prior to 30th September, 1875, and excluded the extra provisions
made at 315t Dacember, 1976, by the SWS Board. These extra provisions were £1-1 million, which arose from the subsequent
reclassification of two holdings in associates as long-term ivestments, and the provision of £0+35 million in respect of certain
paintings referred to below.

In addition to these provisions, SWL has had to make substantiat provisions In respect of loans to soma of these
companies and of loans to finance purchases of shares in them by directers of such companies which are included in the
provisions against 1oans and advances of the hanking division shown in Section C above.

Major Investments

The investments at 30th September, 1976, included interests in saven companies valued at over £3 million each,
which amaunted to £34 million, and efght investments of over £1 million each, which amounted to £12 miltion. These
fifteen holdings accounted for approximately 90 per cent, of the total in value. The provis_ions and adjustments recom-
mended by the Accountants amounted to £13'3 mitiion. Of this, £10:8 ml]hon related to six investmanls, the largest single
provision baing £6'6 million in respect of Equity Enterprises Limited ("Equity Enterprises™).
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Summary of Accountants’ Report continued

Four of the major Investments were fixed Interest stocks with no gonversion rights into ordinary shares; they were
valued at 30th September 1976, at £11+3 million, The Accountants conmdgmd provisions were required In respact of oply
one of these holdings and this provision was mare than offset by realised profits on the other such stocks,

The seven haldings valued at over £3 million each consisted of loan stocks issued by Atlantic Assets Trust Limited
{since redeemed), Wigham Poland Holdings Limited, and Corawall, end shares In Finlay, Helma Holding NV and Rockware
Group Limited ond shares and loan stock in Equity Enterprises. SWS's investments at 30th September, 19.75, also included
£0-4 miflion in sugar options, which were sold in December, 1975, at a loss of £0-3 million; £1 million in gold shares, of
which £0-2 million worth were held at 31st Decembes, 1975, and the remainder sold at a loss of £0+4 million; and sub-
stantlal holdings in Cannon Strost Investments Limited, Grimshawe Holdings Limited, Charles Spreckley Industriss Limited
and-Triumph [nvestment Trust Limited, which had a book value at30th Septomber, 1 975, of tess than £0-3 millicn in aggregate,

In addition, SWS owned paintings held for investment purposes which had a carrying value at 30th September, 1975
of £E0-7 million, None of these paintings had been sold by 31st December, 1975, and the Accountants did not recommend
any provision against them, However, in the light of subsequent sales, the Board of SW$ has decided to write the carrying
value of the paintings down by 50 per cent. at 31st December, 1975.

H, PROSPECTS

The Accountants pointed out that the prospects for the Group were clearly subject to considerable uncertainty,
not only as to the outcome of normal trading assumptions but also as a result of potential changes in Group strategy. It was

apparent, however, that the Group was likely to experience a revenue drain In 1976 and this could only be financed fromihe
praceeds of assst realisations,

The most significant feature was the effective isolation of the banking division from the rest of the Group's results,
becauss of the chligations which would arise if the Bank of England guarantee was called. Of the other three divisions,

only the Investraent management division appeared clearly profitable, although some possibility existed of a small return
from the insurance companies,

_ As regards the management projection of results for 1976 which the Accountants examined, they stressed that in the
then circumstances such figures could be no mere than an indication of what might happen and they should not thersfore

be treated with the same degree of confidence as a formal forecast. It is therefore considered that it would not be appropriate
to deal with such projections in this summary.

A cash_ flow projection for 1976 was made at the same time. The Accountants felt that the bases adopted were not
unreasonable in respect of recurring flows, but the key element in the projection was the rate at which ausets, particutarly
properties, could be realized in order to fund the revanue drain and repay SWL's deposits and the drawings under the Bank
of En_glancl facility. On the assuinption that the Bank of England guarantee was not called upon, it was unlikely that the
cash inflow generated by asset disposals would reduce drawings under the Bank of England facility in 1976.

The Accountants noted that because of the underutilisation of space in Petershill House arising from the reduction -

in acti'vity and staff, the amount of overheads projectad was clearly considerably in excess of what the continuing operations
at their present level of activity, might bear,

I, OTHER MATTERS
(a) Interim results

The Accountants believeg t'hat t_he need for many of the provisions in SWL should have been apparent eatlier in 1975,
The announcement of tha Group's interim results on 18th August, 1976, showed half year pra-tax profits of about £2-2 million
and was approved by all the then directors of SWS {either present at a hoard meeting or individually by letter).

The Accountanis were told that the interim results were produced b y .

; o s y the normal management reporting process.
It appeared that the guestion of reviewing advancss in order to assess any provisions which migt?t then be ‘r)equlrgd against
doubtful advances--a procedure which they regarded as appropriate in banking groups—was not considered by the Board

at the interim stage, although it was carried out for the annual audited ace i i 3
. MR : . ounts, Sucha B nis
opinion, have resulted in a loss being disclosed for the half year. 8 review would, in the Accounta

(b) Borrowing limits

The Accountants noted that on the basis of the likely provislons, even after allawing for the effect of the Bank of

England guarantee, SWS would be in breach of its borrowing powers under | i jati

. d . its Articles of Association, and recommended
that action should be taken to rectify the position. The Accountants also noted that a simitar problem might also arise in
the future in respect of certain of the loan stocks, althotigh the position would not be datermined until the final audited
atcounts were avallable, 'i_‘ho Au:_iltors have confirmed that on the basis of the accounts at 31st December, 1975, SWS was
not In breach of its borrowing limits undar the loan stock trust deeds, ! )
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Slater Walker Securities Limited

Summary of Accountants’ Report cont‘nued

{c)  Shares in Slater, Walker Securities Limited

During the course of thelr full review, the Accountants identified the possibility that there could have been a breach
of Ssctlan 64 of the Cempanles Act, 1948, in relation to the {inancing by SWL of certaln purchases of SWS shares by a
company related to the SWS Group, but not a subsidlary, and In raspect of which SWL incurred a significant loss, The
Board then commissioned a mora detalled roport on the purchases and sales of SWS sharos by this company and three cther
similarly rolated companies which had also bought and sold SWS shares. The report covored the period of six years ended
31st May, 1975, after which no sales and purchases of SWS sharas took place, The cpinion of leading Counsse! was also
gsought by the SWS Group and he has stated that In his view there had baen breaches of Section 54,

The Accountants were Informed by Mr, Slater that the purchase of SWS shares was ralated to a number of business
objoctives ineluding the listing of the shares on cartain fareign stock exchanges and the development of associations with
soveral other major commoercial groups and that management holieved these objectives to be In the general interests of the
SWS Group. M. Slater acknowledged that he was responsible for the decision by SWL to make loans to the four companies
and that he was also respensible for the investment policy of the companies which included the purchase and sale of SWS
shares. The Accountants found no evidence that either Mr. Slater or any other SWS director derived any personal benefit
from any of the transactions,

Copies of the Accountants’ further report and of Counsel’s Opinion were sui;mittad by the Board of SWS to the
Department of Trade who then made enquiries under the provisions of Section 109 of the Companies Act 1967, The
official report is now with the Secretary of State to take such action as is fit.

() Financlal position

In their conclusions, the Accountants drew attention to the financial positlon of the Group, which was very highly
geared. Ofthelong-term borrowings, some £85 million was dencminated in foreign currencies ; against this, the Group had,
at 31st Dacember, 1975, net forelgn currency assets of about £56 million, which left some exposure to @ deterioration in the
sterling exchange rate ; furthermora the position was not completaly matched in individual currencies.

In view of the high gearing, the basic problem was that the’ Group had non-income producing assels of about
£70 miilion consisting of development properties and the net assets of SWL, any profits of which would for an indetarminate
period have to bo applied towards payments to the Bank of England arising under thelr guarantee. This would result in a
nat ravenue drain, which in the absence of remedial action was likely to continue and which would further erode the Groups
resarves and hence alse its borrowing base.

{e) Acknowledgament
The Accountants placad on record their appraciation of the considerabla assistance given to them in the course of
their work by the staff of tho Group.

3rd September, 1976.
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