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About your Company *

Objective

To secure long-term growth in capial and income
through a policy of investing primarilly in an
internationally diversified portioho of publicly listed
eguities, as well as unhsted securties and private
equity, with the use of gearing

Hentage

Founded in 1868 as the first ever investment trust
Pioneered the concept of collective mvestment, by
giving the small investor the same advantage as the
large institutton by reducing nisk through a spread of
nvestments

Today
One of the largest global growth trusts, with total
assets of £2 6 billon investing in over 680 companies
in 35 countries ’

Some 100,000 shareholders, with over 80,000
mvestors through the FEC savings plans

Reputation

Well-known and respected brand, with a reputation
for delivering 1ts long-term objectives In a
responsible, prudent and effective way

Management
Independent Board of Directors responsible for
overall strategy and monitoring performance
Management of the wnvestments s carned out by
F&C Management Limited ("F&C") under contract
Manager incentivised to produce superior
periormance
Extgrnal third parly sub-managers are used io
enhance nvestment performance where appropriate
No cross-directorships, no cross-hoidings and
no conflicts of nterest between the Company and
its Manager

Performance
Net asset valus and share pnce total returns of
15 4% and 14 1% respectively over one year

Net asset value and share price total returns of
63 1% and 73 9% over three years

Net asset value and share price total returns of
105 4% and 116 0%, or 75% and 8 0% per annum
compound, respectively over ten years

The net asset value total return has beaten the
benchmark over one, three, five and ten years, and the
weighted average of the close peer group over ong, five
and ten years

Dividend up 133 1%, or 8 8% per annum
compound, over ten years

increase n dividend every year for the past
37 years

Advantages of an mvestment trust

The ability as a closed-end fund to take a long-
term view and nde out difficult conditions - we
have ridden through two world wars and many
rnarket crashes

The flexibility to invest in a wide range of assets - we
have been increasing our exposure to private equity
The freedom to borrow money to improve returns
to shareholders i rising markets - we have
borrowed prudently in foreign currencies at low
rates for many years

The ability to buy back shares to enhance net asset
value and reduce discount volatiity - we have
introduced a buy-back policy to keep the discount
below 10% in normal market conditions

Low charges to investors, typically well below those
for comparable umt trusts — our total expense rato for
2007 was 0 71%, including performance fee accrual
The cumulative benefits of such low costs over many
years are very significant for long-term investors

Visit our website at www foreignandcolonial com

Potential trvestors are reminded that the value of investments and the income from them may go down as
well as up and investors may not receve back the full amount invested Tax benefits may vary as a result of
statutory changes and therr vatue will depend on individual circumstances
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Financial Highlights

Summary of Results

Net asset value per share up 13 6% to 358 63p
{debt at market value)

Annual dividends per share up 10 4% to 5 85p
Share prnice up 12 0% tc 318.75p

Net asset value per share with deht at market value
at 31 December - pence

Dividends per share - pence

Mid-market price per share
at 31 December ~ pence
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Chairman’s Statement

Mark Loveday Chairman

Your company has had an excellent year, achieving
our four key objectives for 2007

* To exceed our benchmark Our net asset value
total return was 15 4%, well ahsad of the total
return of 78% for the 40% FTSE All-Share and
680% FTSE Wl World ex UK benchmark

To beat our close peer group The size weighted
average net asset value total return of our close
peer group was 13 4% against our total return
of 15 4%

To develop our private equity strategy We had
excellent performance from our private equity
portfolio, which grew te 7 4% of the portfolio

To increase the dividend faster than the rate of
inflation The total dividend for 2007 will be 10 4%
hugher than the previous year We are forecasiing a
further increase of 10 3% for 2008

*

The share price at 31st December 2007 was
31875 pence, up 12 0% over the year Since the
year end, stock markets around the world have been
very volatile and share values have fallen, with the
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result that the Company's share price 1s currently
standing at 280 25 pence

Performance
We expected 2007 to be a volatile year, but the
problems in the US sub-prme mortgage market and
the resulting credit crunch were worse than we had
anticipated After a strong performance from most
markets in the first half of the year, conditions were
far more difficult from July onwards

We outperformed our benchmark in both halves of
the year and all aspects of management contributed
to cur returns We had more of our assets invested
In strong markets, principally in Asia and Emerging
Markets, and less in North America and Japan which
were pocr performers We also had a very good year
n private equity Our borrowings were again helpful
In risging markets, especially as all our short-term
borrowings were 1N Yen when it was a particularly
weak currency Stock selection across the portfolo
showed the sharpest improvement n its contribution
to our results, most notably in North Amenca Over
the year we reduced our holdings in the UK, Europe
and Emerging Markets, primarily to fund private
equity investments which now account for 7 4% of
the portfolio, significantly cioser to our 10% target
We believe that our diversification in our Private Equity

FCIT’s share price total return vs Benchmark,
Close Peers and Retail Prices Index
over 10 years



nvestments should help us In what 15 ikely to be a
mare difficult year ahead for the private equity sector

QOur buyback policy 15 one of the most robust i the
investment trust sector We bought back 8 6% of our
shares, adding 3 2 pence to net asset value per share

I explained last year that the Board were adding
periormance agamst our ciosest peers to the
benchmark performance criteria already included
in the performance fee arrangements with F&C We
are pleased that F&C have earnad a fee of £6 2m
for performance against these two measures If
the Company’s net assets at the beginning of the
year had simply been invested in the benchmark,
the raturn earned on your behalf would have
been approximately £177m less than was actually
achieved Similarly, had the growth in your opening
assets only matched the weighted average return
of our close peer group, the Company would have
earned £47m less than was achieved in the year
In consideration for this cut-performance, the
Manager's perfermance fee 1s relatively modest and
well-earned Excluding the effect of outflows from
share buy-backs and diwvidends, your Company’s
perfermance equates to growth in your opening
assets of approximately £364m

We are also pleased that our total expense ratio,
Including this performance fee, s still only G 71% of
average total assets and 048% excluding this fee
This 15 far lower than most other investment trusts,
let alone open-ended funds

Following two recent rulings on VAT, which are
described more fully in the notes on the accounis,
we are no longer paymg VAT on management fees,
which cost us £446,000 in the last full yvear it applied
We have recognised £5m as recoverable in our
2007 accounts to reflect the majonty of past VAT
payments Your Board expects that in time there
could be modest further recovenes, including some
interest

Dividends

This time last year we forecast a total dvidend for
2007 of 5 85 pence per share, an increase of 10 4%
over 2006 The intenm dividend of 2 70 pence per
share was pad in September 2007, and the Board
15 recommending a final dwvidend of 3 15 pence per
share to be paid in May 2008

Report and Accounts 2007

We are now forecasting a total dwvidend for 2008
of 6 45 pence per share, representing an increase
of 10 3% This continues our record of ncreases
well ahead of the rate of inflation At the same time
we have substantially strengthened our revenue
reserve This means we can pursue our investment
objective with complete flexibility and have no need
to make investments just for iIncome reasons The
dividend has Increased every year since 1970
and we believe the cumulative effect of a nsing
dwvidend 1s a very mimportant part of shareholder
returns, particularly for the increasing proportion
of shareholders whe reinvest therr dividends This
time next year | expect io be able to make a firm
forecast for the 2009 dvidend

FCiT’s annual dmdend per share vs AlC Global
Growth sector dividend per share weighted
average and Retail Pnces Index over 10 years

Directors
As | explained last year, Ewen Macpherson and
John Rennocks will be retinng from the Board after
the Annual General Meeting They both became
Directors in 1997 and have made a huge contnbution
to the Board and is committees since then, for
which 1 am very grateful

| also indicated that we were looking to recrut new
talent to our Board, and | am pleased to report that
we have found three new excellent directors who
will bnng a wide range of expenence and skills to



Chairman’s Statement (continued) -

our Board Stephen Burley, who became a Director
on 1 January 2008, has a wealth of investment
knowledge from a successful career managing the
Rio Tinto Pension Fund for 25 years Sir Roger Bonae
KCMG, who became a Director on 6th March 2008,
had a distnguished 38-year career in the diplomatic
service serving as British Ambassador to Sweden from
1995 to 1999 and to Brazil from 1899 to 2004, and
1s now President of Boaing UK Stephen Burley and
Roger Bone will be standing for election at the Annual
General Meeting  Sir Davtd Claments, who will become
a Director on 23 May 2008, 1s Charman of Prudential
PLC and a non-executive Director of Rio Tinte PLC
He was Deputy Governor of The Bank of England from
1997 to 2002 and prior to that had a successful career
N nvestment banking at Kleinwert Benson Group from
1975 to 1997, latterly as Chief Executive

Following the annual performance appraisal
process, the Board 1s also recommending the
re-election of Sir Michael Bunbury who has served
on the Board for ten years and therefore now stands
for re-election each year

Following the Annual General Meeting, it 1s planned
that Max Ward will become the Senior Independent
Direcior Sir Michae! Bunbury will become Chairman
of the Audit Committee, and Ronald Gould will join
thus Committee

It 1s proposed that the Private Equity Commitiee
and the Service Providers and Marketing Committee
will be dissolved on 1 May 2008, as both these
committees have achieved ther main objectives The
Private Equity Committee has successfully carried
out the transition towards holding a significant
Interest in private equity and the Service Providers
and Marketing Committee has extensively reviewed
and encouraged F&C's promotion and marketing
of the Company Therr ongoing responsibiliies will
he reallocated to the Fund Manager or the Audit
Committee as appropnate or, in certain ¢ases, to the
Board

Management

After its annual comprehensive review, the Board
has decided that FAC should continue as Manager
and believes that ther re-appointment on the terms
agreed 1s n the interests of shareholders as a whole
Over the last two and a half years we have changed
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the structure and fee arrangements wiath F&C and
the role of Jeremy Tigue, our Fund Manager, has
been enlarged We beheve these changes have been
goad far shareholders

Friends Prowvident has recently announced
that 1t 1s intending to sell its 52% shareholding in
F&C Asset Management PLC, which owns our
Manager, F&C, and at the same time the FAC Asset
Management Board announced that 1t would
be closely involved with the sale process Your
Board 1s carefully monitoring these developments
at F&C and 1s looking for a satisfactory outcome
to ensure the continued successful management
of your investments In the event of a change of
control of F&C, we have the right to terminate
our management agreement with F&C on thres
months’ notice

Strategy for shareholder value

Making your money grow 1S our business We believe
we have significant strengths to enable us to do this
successfully over the long term

£1,000 invested 20 years ago
{total return basis}

£

Foreign & Colontal Investment Trust 0924
share pnice ’

Close peer group share price #1863
(weighted average) ’

FTSE All-share 7,855

Building society deposit account* 2,600

Source Fundamental Data ang the AIC

The first strength 1s our focus on equities which we
believe will produce the best combination of long-
term income and capital growth We are on target
to reach a 10% weighting In private equity 1n 2010
We expect private equity will continue to outperform
hsted markets, so enhancing our own returns

The second 1s our global reach and ability to
move assets around the world In the last five years
our posittons In emerging markets have added
significantly to our overall returns

Within markets we can do whatever s best to achieve
returns — using F&C, using other managers or funds or




any combmation of these We have more flexibiity than
ever before to find the best solutions in each market

Sensible use of geaning has been a feature of
Foreign and Colonial for decades and the ability to
borrow In any currency to add to returns 1s a big
advaniage

Buying back shares at a discount to net asset
value enhances net asset value per share and
reduces discount volatiity Our size means we can
manage this easily without jeopardising our low total
expense ratio

Not all of these attributes will work esach yeaar,
but we are confident that they, together wiath our
low expense ratio, will contribute io the long-term
absolute and refative performance of your Company

Marketing

We have more shareholders than any other
Investment trust and a significant long-term growth
opportunity with Child Trust Funds We need to
work hard to promote Foreign & Cotonial to new
investors, and as part of our marketing initiatives 1n
2008 we are sponsoring a garden at the Chelsea
Flower Show, as we believe there 1s a good match
between keen gardeners and potential investors in
our shares

The future

2008 has got off to a difficult and volatile start and
there 1s a significant risk that the credit crunch may
cause a global recession The impact of high all,
commodity and food prnices on inflation 1s ancther
major concern However, the US s moving quickly to
try to revive its sconomy with interest rate cuts and
a fiscal stmulus I 1t succeeds, there could be some
very attractive buyming opportunities at some point
during the year
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Electronic commurucations

Arrangements have been put In place for
shareholders to access the Annual Report and
Accounts 2007 via the Company's website and, for
those holding therr shares directly on the Company’s
main sharg register, to lodge therr proxy vote online
We intend to implement similar arrangements for
investors In the F&C savings plans later in the year
F&C Savings Plans proportional voting

F&C has modified its arrangements under which
Investors In 1ts savings plans vote at shareholder
meetngs Under the new arrangements, 1t 1s intended
that the nommee company, which holds 36 5% of the
Company's share capital on behalf of these investors,
will vote the shares held on behali of plan holders who
have not returned their voting directions in proportion
to those who have Plan holders have the nght to
exclude therr shares from the proporticnal voting
arrangement if they wish It s intended that F&C will
implement this arrangement for the Annual General
Msaeting, subject to a threshold of 5% of the shares
held in the savings plans being voted

Annual General Meeting

| do hope you will be able to attend the Annual
General Mesting at Merchant Taylors' Hall in the Crty
of London at 12 noon on Thursday 1 May 2008 Our
Fund Manager will make a presentation and you will
be able to meet and question the Directors at the
meeting and afterwards over refreshments

Mark Loveday
Chairman
7 March 2008



Fund Manager's Review

Jeremy Tigue Fund Manager

Almost everything went nght in 2007 We had the
nght strategy and we implemented 1t successfully
with asset allocation, geanng and stock selection
decisions all contributing to returns

Strategy
In 2007 we expected global stock markets to nse
but market volatility to increase as well Most of the
rse In share prices came In the first half of the year
and volatility rose sharply in the second half as the
credit crunch unfolded

We maintained the asset allocation strategy that
we first implemented in 2003 of investing more
than 15% of the portfolio in Emerging Markets and
Developed Asia This policy has been based on the
greater economic and pohtical stability of many of

Geographical distnbution of our portfolio
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these countries, the strong growth characteristics
of most companies operating n these markets and
attractive valuations compared with companies In
more mature markets tn the past, periods of market
volatiity have been more intense in these markets
than anywhere else, but this changed significantly
this year Indeed, one of the most strnking features of
2007 was the very strong performance from most of
these markets in the face of some very bad news in
financial markets

We also remained cautious about the US and
Japanese markets which were weak performers
yet again The Japanese econcmy continued to
struggle to grow and the central bank was unable
to implement the increases n interest rates that it
planned The rapid detencration in the US housing
market and the knock-on problems in credit markets
were the most important financial events of the year
The UK market had a pedestnian year, but we were
too cautious about Europe which did well

Our strategy had three disiinct phases Until
May we were confident about prospects and felt
markets were well supported by vigorous takeover
activity and buoyant economic growth From May
until August we were much more cautious |t
was clear that volatiity was nsing and that too
many investors had stopped worrying about nisk
We therefore reduced gearing by selling stocks
in the UK, Europe and Emerging Markets From
August to the end of the year share price volatility
soared and we found some good buying and
seling opportunities

Percentage changes in our portfcho n 2007



For 2007 as a whole the most significant changes
we made were to reduce the UK portfolic and add to
private equity

Performance Attribution

We break down the different contributors to overall
performance to see where value 1s being added
or taken away 2007 was a good year because
asset allocation, gearing and stock selection were
all positive contnbutors The improvement In stock
selection was particularly significant ag this was an
area where we had struggled to preduce consistent
returns In the last few years

Contributors to total returns in 2007

%

Benchmark return 79
Asset allocation 25
Stock selection 30

Effect of management and performance

fees/other costs (053]
Effect of buy-backs 10
Effect of geanng* 15
Net asset value total return® 154
Effect of increase in discount 13
Share pnice total return 141

Debt at market valug
Sourca F&C Management Limited

Borrowings and Gearnng

Active management of borrowings has been a
feature of your Company for nearly thirty years We
were particularly active in 2007 At the start of the
year we moved all of our short-term loans into Yen

Currency movements vs stering n 2007

1o take advantage of very low interest rates and
the weakness of the currency When we became
more cautious In May these loans were repaid In
August when we wanted to increase gearing agan
to take advantage of more volatle market conditions
we borrowed US Dollars We expected that US
interest rates would fall quicker than rates in other
countres and that the Dollar was Iikely to be a weak
currency In November the Dollar reached a 26 year
low against sterling before recovering

Investment changes during the year ended 31 December 2007 (Em)

Valuation at Valuation at

31 December Gains/ 31 December

£m 2006 Purchases Sales (losses) 2007
UK 1,120 256 (401} 52 1,027
North Amenca 481 338 (393) 39 525
Contimental Europe 327 324 (400} 33 284
Japan 148 111 (108) (17 134
Emerging Markets 318 328 (390) 103 359
Developed Asia 96 42 (a1} 42 139
Pnivate Equity 89 95 23) 36 197
Totals 2,579 1,554 (1,756} 288 2,665

Source F&C Management Limiled

Report and Accounts 2007



Fund Manager’s Review (continued) -

in December there was great concern about
financial conditions at the year-end and market
Interest rates sptked upwards We decided to pay
up for the certainty of having cash avafable and took
on some Yen borrowings This was a mistake as the
year end passed off without Incident but the Yen and
Dollar both appreciated against sterling

At the year-end effective gearning, taking all
our debt at par values, was 7 0%, or 8 5% when
measured with debt at market value

UK Portfolio

We had a very good year in the UK, despite owning
Northern Rock when it had to be rescued by the
Bank of England Our portfolio had a total return
of 76% outperforming the FTSE All-Share index
return of 5 3% Takeover activity was very helpful
with a bid battle for Resolution, our third largest
rvestment at the start of the year, and an approach
for Rio Tinto We made an investment m a quoted
hedge fund, Brevan Howard, which performed
extremely well, and we looked at many other
specialist fund launches Another large investment
we made was In the F&C Enhanced Aipha fund
which adopted an innovative 130% long/30% short
nvestment strategy After a promusing start we
sold our holding when the onginal fund managers
left F&C The biggest contributor to our success
was taking a cautious view on the UK economy, so
we were very underweight in banks and had Iittle
exposure to consumer spending

Largest UK Holdings £'000s
1 Royal Dutch Sheli 72,123
2 BP 70,342
3 \Vodafone 60,257
4 Rio Tinto 54,592
5 HSBC 47,578
6 GlaxoSmithKline 47,236
7 Utihco Emerging Markets 37221
8 Scottish & Southern Energy 35,339
9 Bntsh Amencan Tobacco 32,219
10 Tesco 31,406
North America Portfolio

There was a huge turnaround in our US large company
performance n 2007, our portfolio rose in sterling by
11 9% while the index was up 5 6% Everything that
went wrong in 2006 went nght in 2007 Qur portfolio
was positioned to benefit If economic growth slowed
down, and was concentrated in companies that
were expected to do well regardless of the economic
conditons This was absolutely the night strategy for
2007 In addition, the individual managers we use
in North America all had an excellent year when
measured agamnst ther specfic benchmarks Since
the year-end we have made a minor change o the
fund manager line up In the expectation of slower
US economic growth, reducing the Loomis Sayles
percentage to 30% and increasing T Rowe Rrice to
30% and Barrow Hanley o 40%

Weighting and stock selection in each market vs Index at 31 December 2007

Our porticho Local Index

Ovur portiolio Benchmark performance performance

weighting weighting in steriing In sterling

Market % % % %
UK 385 400 76 53
North America 197 326 02 56
Europe ex UK 107 147 131 157
Japan 50 62 (100) 64
Emerging Markets 135 43 383 374
Devetoped Asia 52 22 501 346
Pnvate Equity 74 - 242 -

Sowrce F&C Management Eimiled

Foreign & Coloral Ivestrnent Trust PLC



North American Large and Mid Cap Performance (US Dollars)

12 month
Approx % of  Performance
Value (US$m) US Portfolio %

Loomis Sayles US Large Cap Growth 4009 40 229
Barrow Hanley US Large Cap Value Equity 369 2 37 42
T Rowe Pnice US Equity 2286 23 135
Total Large and Medwum Cap porifolio o987 100 135
S&P 500 Total Return index 55 7
Russell 1000 value index 02
Russell 1000 growth index 118

Source IMS

Our US small company portfollo had a more
difficult year as smaller companies underperformed
larger ones as the economy siowed We mamntained
our focus on companies that we believe are
undervalued by the market as this strategy has
generated strong long term returns In 2007, though,
the portfolio fell by 8 0% while the small company
index was down 3 2%

Largest North Amenca Holdings £°000s
1  Google 12,803
2 Apple 12,734
3 Microsoft 11,550
4  Monsanto 9,084
5 Occidental Patroleum 8,940
6 Amazon 8,563
7  Waellpoint 8.416
8 Merck 7528
9 Conoco Phillips 7.231
10 United Health 6,940

Emerging Markets Portfolio

Emerging Markets were the best performers in
2007 and our portfoho did even better, nsing
38 3% compared with an index rise of 37 4%
We chose the nght countries to invest i and the
nght sectors and stocks to buy One dominant
theme during the year was to hmit exposure to
those countries or sectors which are dependent
on US sconomic growth, such as Taiwan and

Report and Accounts 2007

technology The second and complementary
theme was to concentrate on markets and
sectors benefiting from strong domestic demand,
such as Brazil We took some profits before the
credit crunch but that was a mistake as Emerging
Markets performed very strongly In the second
half of the year, as they were seen as being Iittle
affected by US credit problems

Largest Emerging Markets Holdings £'000s
1 Petroleo Brasileiro 18,241
2 Gazprom 13,018
3 Amenca Mowvil 12,626
4 Vale do Rio Doce €9,791
5 Rehance Industnes 8,457
6 Sberbank 7,392
7 Mobile Telesyst 6,481
8 MTN 6,266
9 China Life Insurance 5,804
10 S$huw On Land 5,808

European Portfolio

European Markets had a good year with the index
nsing 15 7%, our own portfolo returned 13 1% Our
portfolio did well while markets were rising, but
suffered when share pnces came under prassure
in the second half of the year, with holdings in
smaller companies suffering particularly At the end
of the year we reorgamsed the portfolio under a
new manager within F&C to reduce the number of
holdings and improve the prospects for growth
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Fund Manager's Review (continued) -

After two difficult years we are looking for a much
better year n Europe in 2008

Largest European Holdings £'000s
1 Total 11,675
2 ING 10,079
3 ENI 9776
4  Reed Elsevier 9,251
5 Axa 8,724
6 Wolters Kluwer 7.980
7 Roche Holding 7.937
8 Siemens 7,888
9 Svenska Handel 7,703

10 Banco Bilbao 7428

Japan Portfolio

Japan was disappointing and our portfolio
underperformed The index fell 6 4% and we were
down 10 0% AJmost ali fund managers siruggled
in Japan in 2008 with sharp swings In the Yen
and continuing disappointment about the pace of
economic growth Our portfolio which 1s managed
on an active quant basis by Goldman Sachs Asset
Management was not able to escape these problems

Largest Japanese Holdings £'000s
1 Honda Motor 6.067
2 Toyota Motor 5,871
3 NTT 5.460
4  Sumitomo Mitsu Finance 5188
5 Sony 4,345
6 Ricoh 4185
7 Asahi Kaset 3,834
8 Nippon Oil 3,345
9 WNintendo 3,175
10 Amada 3,142

Developed Asia Portfolio

We had a ternfic year in this area The benchmark
index rose 34 6% and our portfclio was up 501%
As in emerging markets, sectors and ¢companies
exposed to domestic growth performed well We also
benefited from being overweight in rinng compantes
which had an excellent year and underwerght in banks
which suffered from the global credit crunch

+
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Largest Developed Asia Holdings £'000s
1 China Mobile 20,375
2 CNOOC 11,073
3 BHP Billiton 9,426
4 Rio Tinto 6,226
5 Commonwealth Bank Austraha 6,030
6 Nine Drag Paper 5,668
7 Sun Hung Kai Properties 5,463
8 QBE Insurance 4,668
9 Woolworths 4,441
10 Westfield 4,395

Private Equity
We had a busy year in private equity We made
commitments to five new funds totalling $185m and
€175m, invested £95m and recewed distributions
of £23m Most importantly, we had very strong
performance from the first wave of investments that
we made five years ago These were the largest
contributors to the gan of 24 2% from the private
equity portfolio

Our twoe largest onginal commitments were
to the HarbourVest Partners VIl Buyout Fund
and Pantheon Europe Fund I These funds are
currently showing internal rates of return {the
industry standard for measuning performance) of
24 7% and 25 1% respectively as a result of the
very strong buyout markets in the US and Rurope
In 2007 we commuitted to follow up funds from
both managers

In 2005 we made our first commitment to a
secondary fund, specialising n buying holdings in
existing funds Dover Street VI, which 1s managed
by HarbourVest, has made a very pleasing start
and in 2007 we committed $75m to Dover Street
VIl We also have an investment in the Pantheon
Global Secondary Fund Il as we think thes sectar 15
very interesting There 1s a regular stream of sellers
wanting or needing to reorganise their own private
equity holdings Specigist fund of fund managers,
such as HarbourVest and Pantheon, are very well
placed to value and buy these holdings, as they
have a deep knowledge of the underlying funds and
therr managers

We made our first commitments to Asia and
emerging markets private equity in 2006 and added




Private equity portfolio

Cumu- Cumu- Value of Value of
Year of Oniginal lative lative holding holding
onginal  commit- cash cash 31 December 31 December
Fund  commit- ment drawn  returned 2007 2007
Fund currency ment currency CUrrency  Currency curency £'000s
Pantheon Europe Fund Il§ €'000s 2003 115,000 82,800 42494 80,387 59,043
HarbourVest Partners VII
Buyout Fund Us$'000s 2003 78,000 49,920 7777 58,283 29,279
Venture Fund US$'000s 2003 30,000 17,700 445 19,254 9,672
Mezzanine Fund US$'000s 2003 12,000 6,660 728 6,526 3,278
Dover Street Vi US$000s 2005 69,050 46,054 - 57,993 29133
HarbourVest Partners Vil
Venture Fund US$'000s 2006 40,000 4,000 - 3,704 1,861
HarbourVest Asia Pacific , _
and Rest of Warld UsS$'000s 2006 25,000 7,500 7.728 3,882
Panthecn Asia Fund IV US$'000s 2006 50,000 12,000 - 14,126 7.096
Pantheon Global ,
Secondary Fund I US$'000s 2006 50,000 14,750 - 16,417 8,247
HarbourVest Vil
Buyout Fund US$'000s 2007 60,000 11,400 - 12,010 6,034
Pantheon Europe Fund V €'000s 2007 100,000 18,000 - 16,570 J2,1 70
HarbourVest V Direct Fund €'000s 2007 75,000 40,500 4,071 36,928 27123
Dover Street VII Us$'000s 2007 75,000 - - - -
Pantheon Asia Fund V US$'000s 2007 50,000 ~ - - -
196,818
2007 2008
£'000s £'000s
Cash Drawn 94,861 55,243
Cash Returned 22,503 12,717

Source F&C Managemeni Limited

Report and Accounts 2007
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Fund Manager's Review (continued) -

Pantheon Asia Fund V to our holdings n 2007 The
dynarmics of private equity investing in these markets
are very different from Europe and North Amerca
and the industry 1s much less mature The nsks are
greater but so are the opportunities

Qur fitth new commitment in 2007 was to
HarbourVest V Direct Fund This fund takes direct
holdings n private equity investments alongside funds

These new commitments broadened and deepened
our portfollo We now have a truly global spread of
private equity funds, well diversified by sector, country
and maturity There 1s no doubt that the credit crunch
will make life more difficult for private equity managers
and invastors in 2008, but our own diversification
should help us considerably We are excited that a
difficuli period could create very attractive Investment
opportunities We think there could be a big increase
in business for secondary funds as there will
undoubiedly be some forced sellers

Share buy-backs

We have been buying back shares to enhance
net asset value for continuing shareholders since
1999 in November 2005 we expanded our policy
to prevent the discount to NAY (with debt at market
value) from nsing above 10% under normal markst
conditions During the year we bought back
64,658,023 shares, representing 8 6% of the share
capital, adding 3 2 pence to the net asset value per
share and the discount at the end of the year was
111% In periods of market turbulence the buy-back
rate has nsen, giving us a useful way of increasing
gearng and adding further to shargholder value

Shareholders and Marketing

At the year end we had 107,201 sharsholders of
whom 81,214 were investing through the F&C savings
plans We have more plan holders in a wider range
of products than any other Investment trust and
increased our share of the investment trust savings
scheme market Purchases were at a similar level to
2006 and sales increased slightly The Child Trust
Fund continues to expand wath new accounts and
top up mvestments made to existing accounts With
over 14,000 accounts, we are very optmistic about
the long-term potential of this product, particularly as
F&C 15 the only investment trust provider

Foreign & Colonal Imvestment Trust LG

Analysis of ordinary shareholders at
31 December 2007

Category Holding
F&C Sawvings Plans 36 6%
Discretionary/Advisory 24 1%
Institutions 18 5%
Direct Individuals 13 2%
Skandia IFA Products® 50%
New Zealand Indmiduals 26%

100 0%

Source FAC Management Limied
Indepandant Financial Adviser products

After savings plan investors, professional investors
managmng portfolios for private clients are the largest
group of shareholders In the autumn we organised
a programme of twelve meetings around the country
with leading members of this group to update them
on Foreign & Colorual These meetings went well and
we are planning a repeat exercise later in 2008

The Company 15 sponsoring a garden at the
Chelsea Flower Show in May 2008 as there 1s a very
good match between keen gardeners and potential
buyers of Foraign & Colonial shares

Outlook
This time last year we thought there were rigks of a
financial cnsis caused by a collapse of a hedge fund
Woe did not foreses that the problems in the US sub-
prime mortgage markets would spread so quickly
and dangerously 1o the rest of the credit markets
Central banks have also struggled to understand
what 15 happening and the general feeling that
nobody has the answers to the problems has itself
added to investors’ concerns

It 1s clear that economic growth 1s slowing sharply
in the US and that this will affect growth in the rest
of the world What i1s not clear is how widespread
these effects will be and how much has already
been discounted mn the share price falls that have
taken place since July 2007

We expect market conditions to remain very
volatite for at least the first half of 2008 Problems
will continue to be reveated m financial institutions,
economic growth will be anaemic and inflation may



be boosted by the effects of the high ol price We
think these developments will make for more difficult
times for credit markets and for commercial and
residential property Some private equity funds and
the compantes they back will alse struggle during
the year

On the other hand, the vast majority of the
companies in which we invest are not dependent
on the credit markets or the banks for financing,
have strong balance sheets and are well diversified
Interast rates have already come down in the US and
wa expect there to be further falls This wall encourage
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other central banks to cut rates as well even if they
are stll worrned about inflation Short of a significant
further deterioration in the economic fundamentals,
we believe that equity markets are looking more
attractive than at any time m the last five vears

We plan to increase gearing this year to take
advan'tage of the recovery in share prices which we
expect to occur before the end of 2008

Jeremy Tigue
Fund Manager
7 March 2008

As the full list of the Company’s
investments now exceeds 680,
It 1s considered more meaningful
to publish this guarterly on the
website at

www.foreignandcolonial.com

Coples are also available
on request from the Secretary
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Twenty Largest Holdings

This Last Company % of total  Value
Year Yeggr Descnption investments £°000s
1 2) Royal Dutch Shell 27% 72,123
Large global o company which has restructured after a problem with ts reserves
2 (1) BP 26% 70,342
Large global ol company benefiting from the strong ol price
3 {10} Rio Tinto 23% 60818
Leading international mining company benefitng from strong commodity prices
4 (5) Vodafone 23% 60,257
World's leading mobile telephone provider with a strong international network
5 (7} Pantheon Europe Fund lll 22% 59,043
Pnvate equity fund of funds investing prncipally in the Eurcpean market, with
the largest exposure being to the UK
6 () HSBC 18% 47,578
Broadly diversified international bank operating sn over 80 countnes woridwide
7 (4) GlaxoSmithKline 18% 47,236
Cna of the world's leadng pharmaceutcal companies
8 f14) Utihco Emerging Markets 14% 37,221
Specialist fund concentrating on utity and infrastructure investments in
emerging markets
9 (8) Scottish & Southermn Energy 13% 35,339
Mutti-utility group with an attractive and growing dividend
10 (13} Bntish Amencan Tobacco 12% 32,218
Leading international manufacturer and distnbutor of cigarettes
11 (i6) Tesco 12% 31,406
The leading food retatter in the UK, continuing to expand through its non-food
offenngs and international growth
12 (11) Utihco 11% 29,469
Specialist fund concentrating on infrastructure and utility investments in
developed markets
13 (260) HarbourVest Partners VIl Buyout Fund Partnership LP 11% 29,279
Fund of funds investing in buyouts of US businesses 4
14 (-} Dover Street V1 11% 29,133
Fund of funds specialsing In buying holdings in existing private equity funds
15 (S) Royal Bank of Scotland 10% 27,424
Leading bank which has expanded organcally and by acquistion
16 {~} HarbourVest V Direct Fund 10% 27,123
Specialst private squity fund that makes direct investments alongside other
fund managers
17 (= Mernll Lynch Latin America Investment Trust 10% 26,195
Specialist Investment trust concentrating on the fast growing markets of
Latin America
18 (150 Anglo American 09% 24,180
Leadng mining company benefitng from ncreased demand, especially from China
19 (78) Barclays 08% 22,602
Retall and commercial bank that 1s well placed to benefit from further efficiencies
20 () National Gnid 08% 21,735

Electricity and gas company operating in Great Britain and the North Eastern
United States

The valus of tha lwenty largest holdings represants 29 6% (2008 30 0%) of 1he Company’s total nvesiments
The figures in brackets denote the posiion al 1he previous year end

The value of convariible securiigs in tha total portfolio at 31 Decembar 2007 was £14 734,000 or 0 57% of iotal assels less currant kabiliies
{2006 £10 019 00C or 0 4% of 1atal assets less currant habiliies)

Foreign & Colonial Investrnent Tnist PLC



Directors’ Repdrt and Business Review

The Directors submit therr Report, Business Review
and Accounts of Fareign & Colonial Investment Trust
PLC (the “Company” or “FCIT") for the year ended
31 December 2007 The Accounts arg set out on
pages 38 to 61

Results and dividends

The net assets of the Company as at 31 December
2007 were £2 5 hilhon (2006 £2 4 billon) or 363 47
pence per share when deducting debt at its par
value (2006 32110 pence) When deducting debt at
its market value, the net asset value per share was
358 63 pence (2006 315 48 pence)

Summary of results for 2007

Net asset value per share” +13 6% to 358 6p
Net asset value total return per share* 15 4%
Share price +12 0% t0 318 75p
Share pnrice total return 14 1%
Annual dividend per share +10 4% to 5 85p
erformance feat 071%
Total expense ratio excluding 048%
performance fee*
Share capital repurchased** 86%

Discount* From 9 8% to 111%

With deblt at market value
# Exciudes recoverabla VAT on management legs
** Adding 3 2p to net assel value per share

The Fund Manager's Review on pages 6 to 13,
which forms part of this Busingss Review, describes
more fully how the Company's assets were invested
during the year, how they performed and the outlook
for 2008 The Company’s full st of its Investments
can be viewed on the website The twenty fargest
holdings can be found on page 14, and the ten largest
investments in each of the regronal sub-portfolios are
disciosed in the Fund Manager's Review

Whilst dvidend growth remained strong, income
was shghtly lower in 2007, reflecting a reduction m
the hsted portfolio towards financing the targeted
addittonal investment 1n private equity and buy-
backs Following the rulings in the JPMorgan
Claverhouse and Condé Nast cases, an accrual
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In respect of past VAT has been recognised in the
Income Statement on page 38 Performance fees
increased significantly following the achievement
of FAC Management Limited (“F&C" or the
“Manager”) In excesding Its performance objectives
Navertheless, the total expense ratio, including the
performance fee accrual but excluding recoverable
VAT, was only 0 71% (2006 O 53%)} (0 48% excluding
the performance fee accrual) Net revenue decreased
by 4 7%, while revenue sarnings per share ncreased
by 3 9%, enhanced by the reduction in the number
of shares in 1ssue as a result of buy-backs

Attnbutable to equity shareholders

£'000s

Revenue return attnbutable to equity

shareholders 45,908
Dwidends paid on ordinary shares

Final of 2 85p pad on 9 May 2007" (21,081)

Intenm of 2 70p paid on

11 September 2007 (19.141)
Amount transferred to revenue reserve 5,687

*In respeci of pnor year profits
™In respect of current year profits

The interm dvidend of 2 70 pence per share,
tegether with the final dividend now recommended for
payment on 8 May 2008 of 3 15 pence per share, will
bnng the total dvidend for the year to 5 85 peffce per
share This represents an increase of 104% over the
comparative 5 30 pence per share pad in the previous
year (Resolution 3 at the forthcoming Annual General
Meeting relates to the approval of the final dwvidend)

Principal activity and status

The Company falls within the definmon of an nvestment
company under the Companies Act 1985, Section
266 As such, ¢ analyses s profits between income
profits avallable for distnbution by way of dmdends and
caprial profits, which it 15 prohibited from distnbuting
other than by way of share buy-backs The Company 1s
subject pnmanty to the United Kingdom Listing Rules,
UK Company Law, Financial Reporting Standards,
Taxation Law and its own Articles of Association

15
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(continued)

Investment trust taxation status

The Company 1s lable to corporation tax on its net
revenue profits but 1s exempt from corporation tax on
capital gains, subject to compliance at all imes with
Section 842 of the Income and Corporation Taxes
Act 1988 (“section 842" Such compliance, which
includes investing no more than 15% of the total
portfolo In any one investment, denving is income
wholly or mainly from shares and secunties and
retaining no more than 15% of such income, qualifies
the Company as an Investment trust This status
1s granted annually in retrospect by HM Revenue
and Customs, subject to there being no subsequent
enquiry under Corporation Tax Self Assassment The
Company has gualfied in respect of all relevant years
up to and including the year ended 31 December
2006, and continues to conduct its affairs in
compliance with section 842

Accounting and going concern

The Financial Statements, starting on page 38,
comply with current UK Financial Reporting
Standards, supplemented by the Revised Statement
of Recommended Practice for Investment Trust
Companies {("SORP") The principal accounting
policies of the Company are set out In note 2 on the
accounts, whilst the unqualfied auditors’ opinion on
the Financial Statements appears on page 36 The
Directors believe that i 1s appropriate to continue
to adopt the going concem basis In prgparing the
accounts as the assets of the Company consist mainly
of secunties whuch are readily realisable Shareholders
will be asked to approve the adoption of the Annual
Report and Accounts at the Annual General Meeting
(Resolution 1)

Objective and policy
The Company's investment abjectve 1s to secure long-
tarm growth in capital and income through a policy
of investing primarnly in an internationally diversified
portfolio of publicly hsted equites, as well as unlisted
securties and private equity, with the use of geanng
Risk diversification 1s achieved through geographic
asset allocation and industry sector and stock selechon
across a wide range of markets Within the general
policy of mantaining a diversified portfolio, there are
no specific geographic or industry sector exposure

Foreign & Colonal Investment Trust PLC

hmits for the publicly sted equiies The Board has
placed a lmit of 5% of the value of the total portfolio
on unhsted secunties, at the time of acquisition, and
any such investment requires specific Board approval
In addion, a target exposure of 10% has been set for
the prvate equity portfolio which 1s subject to penodic
review, shareholder approval would be sought In the
event that the Board considers that the Company's
exposure shoutd ever exceed a figure of 20%

Under the Company’s Articles of Association, with
hmited exceptions, no single investment may be
made by the Company which exceeds 10% of the
valus of the total portfolio at the time of acquisition
Under the Listing Rules, no more than 10% of
the total assets may be invested in other listed
closed-ended investment companies, unless such
investment companies have themselves published
investment policies 1o invest no more than 15% of
therr total assets in other closed-ended investment
companigs, In which case the rmt 1s 15% The
Board has placed a imit of 5% of the value of the
total portfolio on investment funds managed by the
Manager at the time of acquisttion, and any such
nvestment requires specific Board approval

Borrowings, which can be taken out etther in
sterhing or foreign currency, would normally
be expscted to fall within a range of 0 — 20% of
sharsholders' funds based on valuing the Company’s
debenture at market value No change to this s range
will be made without prior announcement

The Company wil typicalty remamn fully invested
In equities, but 1s not prohibrted from investing in
other types of secunties or assets Dernvatives may
be used to control nsk and enhance returns for the
overall portfolio including, 1f appropnate, protection
against currency risks

An explanation of how the Company has invested
its assets in accordance with its nvestment policy
1s contained in the Fund Manager's Review An
analysis of the portfolio 1s contained on page 53 and
a list of all the Company's investments 18 published
quarterly onits websHe

Strategy

The Board belteves that the optimum basis for
achieving its stated objective and implementing the
Investment policy I1s a strong working relationship with



its Manager, F&C, the more detalled arrangements
for which are explained later in this review F8C has
overall responsibility for the management of the
Company's assets, and for asset allocation, geanng,
stock selection and nsk Furthermore, FRC’s interests
are closely aligned with those of shareholders under
a performance fee arrangement that encourages
the highest quality stock selection, esther from F&C
directly or by outsourcing to external third party sub-
managers The performance objectives set for the
Manager and measurement aganst tha Company’s
Key Performance Indicators can be found on pages
20to 22

Capital structure and buy-back policy
As at 31 December 2007 there were 685,318,592
ordinary shares of 25 pence each in 1ssue Subject to
annual shareholder approval, the Company may buy
back its own shares for cancellation at a discount 1o
net asset value per share This forms part of its wider
strategy under which the Board has the objective
of achieving a less volatile discount with a ceiling, in
normal market conditions, of 10% (with debt at market
valug), as well as enhancing net asset value per sharg
for continuing shareholders As at 31 December 2007
the discount stood at 11 1% {with dabt at market value)

At the Annual General Meeting held on 4 May 2007,
shareholders renewed the Board's authority to buy
back the Company's ordinary shares for cancellation
During the year, the Company bought back and
cancelled a total of 64,658,023 shares, representing
8 6% of the number of shares in 1ssuie at 31 December
2006 and enhancing the net asset value per share
by 315 pence The purchases were made at prices
ranging between 275 pence and 325 pence and the
aggregate constderation pad for the shares, excluding
stamp duty and commigsions, was £196,422,000

Between the year-end and 7 March 2008,
a further 1,767,649 shares have been purchased
(which represents approximately 0 25% of the share
capital) at pnces ranging between 283 pence and
317 pence, enhancing net asset value per share by
01 pence

As at 7 March 2008, the number of ordinary
shares N 1ssue stood at 683,550,943 A resolution to
renew the authonty to buy back up to 102,464,000
shargs will be put to shareholders at the Annual
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General Meeting {(Resolution 10} A resolution to
authorise the Directors to allot up to 34,176,000
shares will also be proposed (Resolution 9) Detalls
relating to the capital structure can be found in
note 18 on the accounts Upon a winding-up, after
meeting the habiliues of the Company, the surplus
assets would be paid to the holders of ordinary
shares and distnbuted among such holders rateably

Borrowings

The Company has a £110 million 11 25% debenture
stock, which matures in December 2014, and
a £575,000 4 25% perpetual debenture stock
Informaticn in relation to the debentures can be found
in note 17 on the accounts The Company also has
shont-term borrowings, the management of which 1s
referred to on page 7 and In relation to which further
reference I1s made In note 14 on the accounts

Principal nsks and their control
The Company’s assets consist mainly of listed
equities and its principal nisks are therefore market
related A full Corporate Governance statement,
which includes a summary of the nsk management
arrangements, 1s set out on pages 31 to 35 By
means of the procedures set out In the summary, and
In accordance with the Internal Control Guidance
for Directors on the Combined Code published by
the Working Party for the Institute for Chériered
Accountants in England and Wales, the Board has
established an ongoing process for identifying,
evaluating and managng the significant nsks faced
by the Company, and has regularly reviewed the
effectivenaess of the internal control systems for the
period This process has been in place throughout
the year under review, and to the date hereof, and
will continue to be regularly reviewed by the Board on
an ongong basis The specific key nisks faced by the
Company, together with our mitigation approach, are
as follows
i Objective and strateqy ~inappropnate objective and
strategy n relation to investor demands n a rapdly
changing financial senices and savings market
- The Board regularly reviews the Company's
position as a leading savings vehicle
Certain strategic issues, including its role
as a global growth investment trust,

17
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acguisition opportunities and the rationale
for not mtroeducing a continuation vote, are
considered at various meehngs of the Board
(i} Investment policy, hquidity, geanng and currency
- inappropriate asset allocation, and sector and
stock selection, leading to under-performance
relabve to the Company’s benchmark index and
peer group Furthermore, borrowing money to
invest i markets has a negative impact on asset
value if those markets subsequently fall Foreign
currency exposures will impact on performance
when those currencies weaken against sterling
= In the management and mitigation of these
nsks, the Board continues to maintain a
diversified spread of international publicly
hsted equities and exposure to their
underlying currencies, and at each Board
meeting reviews Investment policy and
investment performance with the Fund
Manager The ability of the Company {o gear
up via long-term and short-term borrowings,
In currencies matching those to which the
portfolio 15 exposed, enables it to take a
long-term view of the countries, markets and
currencies In which it 15 invested, without
hawing to be concerned about short-term
volatiity Thus far, the Company has not
hedged its foreign currency exposures
through derivatives
- The Fund Manager works within asset
allocation and gearing ranges and other
investment brmits that have been set, and are
monitored, by the Board
- The Investment management process
includes the use of nsk measurements amed,
not only as a means of control, but also at
adding value with an acceptable level of nsk
(m) Private equity — the majority of the underlying
private equity investments are i unlisted
companies, some of which will be in the early
stages of therr development, may be loss-making,
highly geared and with no certamty of survival
Unlisted investments may prove difficult or
impossible to realise The concept of “far valug”
of unlisted companies i1s an mprecise science,
and the ultimate realisation of such investments

Forayrn & Colonal I'vestiment Trust PLE

may be at a valuation significantly different from
the valuation used in the accounts In additron, the
timing of any such realisation is uncertan
- Private equity nisks are mitigated by investing
in a spread of direct, secondary, venture
capital, buy-out and mezzanine fund of funds
and by the wide spread of underlying private
equity firms, which in turn have diversified
mnvestment portfoltos and vintage years
{(iv) Discount volatility - investment trust shares tend
to trade at discounts to their underlying net asset
values, which can fluctuate considerably
-~ The Company has introduced a discount
control mechanism with the objective of
mamntaining a less volatde discount with a
celling, In normal market conditions, of 10%
(wath debt at market valug)
(v) Operational and regulatory - breach of section
842 could lead to the Company being subject to
capital gamns tax on the sale of its Invastments,
whist senous breach of other regulatory rules may
lead to its shares being suspended from the Stock
Exchange or 10 a qualified audit report Other
control fallures, either by the Manager or any of
the service providers, may result in operational
problems, incorrect disclosures or loss of assets
through fraud, as well as breaches of regulations
- Al investment movements and forecasts of
income and expenditure are reported?®to the
Board as part of the process of monitoring
compliance within the Section 842 criteria

= The Manager's control polictes and procedures
are reviewed annually

(v)) Reputational damage - any significant failing
could damage the reputation of the Company,
leading to further adverse consequences
- The actons and controls relating to each of the

principal nsks tighlighted above serve to miigate
against the nsk of reputational darmage

The Board’s responsibilihes

The Company's Board of Directors is wholly non-
executive and 1s responsible for corporate strategy,
corporate governance, nsk and control assessment,
the overall investment policy of the Company, setting
Iimits on gearing and asset allocation, monitoring
nvestment performance and for approving marketing




policy budgets Further information in refation to the
Board can be found on page 31

Directors
Information in relation to the indmdual Directors, all
of whom are resident in the United Kingdom, can be
found on page 27

Each Director has signed a terms of appomntment
tetter with the Company, in each case including
one month's notice of termination by either party
These are avaiable for inspection at the Company’s
registered office during normal business hours
and are also avallable at annual general meetings
There were no contracts of significance to which the
Company was a party and in which a Director 15, or
was, matenally nterested dunng the year

Directors’ remuneration and shareholdings
The Dwrectors’ Remuneration Report, which can be
found on pages 29 and 30, together with note &
on the accounts, provides detalled information on
the remuneraticn arrangements for Diregtors of the
Company Shareholders will be asked to approve
the Diectors' Remuneration Report at the Annual
General Meeting {Resolution 2)

Detalls of Directors' shareholdings in the Company
are contained in note 6 on the accounts

Directors’ re-election and election
Other than Stephen Burley and Sir Roger Bone,
who joined the Board on 1 January 2008 and 6
March 2008 respectively and stand for election at
the Annual General Maeting (Resolutions & and
6), all the Directors held office throughout the year
under review Mr Macpherson and Mr Rennocks
retire by rotation at the Meeting but will not be
seeking re-election Sir Michael Bunbury stands for
re-election having served over nine years (Resolution
4} The Company has announced the appointment of
Sir David Clementi with effect from 23 May 2008, he
will stand for election in 2009

The Nomination Committee considered the
re-slection of Sir Michael Bunbury at a meeting
held in January 2008, appraising his performance
and reviewtng his status and commutment as an
independent and long serving non-executive Director
The Board has concurred with the Nomination
Committee's assessment that he continues to make
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a valuable and effective contnbution and remains
committed to hws role Sir Michael Bunbury absented
himself from that part of the meeting that dealt with
his re-election

Director indemnification and insurance

On 26 July 2006, the Company entered into a deed
poll providing the Directors with indemnities against
hability to third partres ansing in connection with any
neghgence, default, breach of duty or breach of trust
by the Directors (such indemnities being qualfying
third party indemnities, as permitted under the
Companies Act 1885) This deed poll i1s also available
for inspection at the Company's registered office
during normal business hours and at the Annual
General Meeting The Company has insurance in
place which indemnifies the Directors against certain
llabilities ansing in carrying out therr dutes

Investment management
Most mvestment trusts, including your Company, have
no employees and instead appont fund management
companies to manage ther nvestment portfolics and
deliver nvestment performance, as well as to carry
out the ancillary functions of administration, secretanal,
accounting and marketing services The Company has
apponted F&C as manager, a company with which it
has a long association, having originally established
and developed it for the purpose of manadging its
assets as far back as 1953 It 1s now owned by
F&C Asset Management plc ("FCAM"}, a leading
Eurcpean investment group with over £100 billion
under management Friends Provident plc, which owns
52% of FCAM, announced on 31 January 2008 that,
as weaflth management no longer forms part of its
rewised strategy, it would work with FCAM's board and
management team to review its shareholding

The Company's relationship with F&C 1s fully
arms-length with no cross-directorships or common
share interests Part of the legacy I1s that the names
“Foreign & Colonial” and “F&C" are often used
synonymously in the public arena, although the
companies each cwn therr respective names and
are two distinct and completely independent entities

Jeremy Tigue acts as Fund Manager to the Company
{the “Fund Manager®}, on hehall of F&C, and 1s
responsible and accountable for the entire portfolio
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including private equity, and other key areas such as
marketing and investor relations His responsibilities
extend to asset allocation, geanng and nsk management
fwithin mrts set and regularly momitored by the Board)
ncluding the private equity fund of funds investments
managed by Pantheon Ventures Linuted (“Pantheon”)
and HarbourVest Partners LLC (“HarbourVest”)
Recommendations for further private equity and
unhsted investments reman subject to approval by
the Beard In the case of the regional equity portfolios,
the Fund Manager has ihe flexibity to recommend
to the Board ther delegation to external third party
investment managers when this seems likely to result in
better nvestment performance There are currently three
such managers for the North Amenca large and mid-
cap equity portfolios, namely Loomis Sayles, Barrow
Hanley and T Rowe Price, and one manager for the
Japan portfolio, Goldman Sachs Asset Management
An independent specialist mult-manager, Investment
Management Selection Limited (“IMS™), adwises the
Manager in refation to the appontment of third party
Investment managers for the North Amenca portfolios

Responsible ownership
The Manager's stated belief I1s that good governance
creates value and therefore it takes a particular
interest in corporate governance and sustainable
business practices This includes the integration of
environmental, social and governance 1ssues into its
investment decisions It votes all of its shares across
all global markets whenever possible, and engages
with companies on corporate governance matters to
encourage good practice This includes engagement
on significant sccial and environmental issues, where
these may impact shareholder value

The Manager's current policy, which 1s avallable
on rts website, has been reviewed and endorsed
by the Board, which encourages and supports the
Manager on its voting policy and its stance towards
environmenial, soctal and governance issues

All contested takeovers affecting the Company's
investments are referred to the Board

The Manager's fees

The Manager was paid a fixed fee of £6 4 miliion
(2006 £57 mitlon) for investment management,
secretanal, accounting and marketing-related services
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in 2007, less amounts equal to the fees already
recerved in respect of holdings In the portfolio that
it also manages The fixed fee 15 subject to annual
review and for 2008 increases to £6 7 rmilion
The Manager 1s also entitled to two separate
performance-related fees
« 5% of any net asset value total return per share
out-performance of the benchmark of 40% FTSE
All-Share and 60% FTSE Wi World ex UK indices
{the “composite benchmark”) plus 0 5%, and
» 5% of any net asset value total return per share out-
performance of the weighted average of those of
the Company’s five closest peers within the Global
Growth Investment Trust sector — Allance Trust,
The Bankers Investment Trust, Scottish Investment
Trust, Scottish Mortgage Investment Trust and
Witan Investment Trust (the “close peer group”)
The performance-related fees are calculated
on a cumulative basts, carrying forward any under-
performance, or any over-performance beyond a 3%
cap, in any pericd The performance-related fees are
hased on adjusted net assets (with debentures at market
valug} The condition under which payment 1s deferred, if
the share pnce has fallen over the year, applies to the
compostte benchmark element of the arrangement only,
as does deduction for the effect of share buy-backs and
the 0 5% hurdie For 2007, the Manager was paid a £6 2
milhon performance-related fee, £3 8 millon relatng to
the composite benchmark and £2 4 milion relatr fo the
close peer group Qutperformance of 2 8% in respect of
the compaosite benchmark has been camed forward
Note 4 on the accounts provides detaled information m
relation to the respective management fees incurred by
the Company
With effect from 1 January 2007, the Fund
Manager's own remuneration from the Manager
was aligned more closely with the interests of
shareholders A proportion of the Fund Manager's
annual bonus payment is represented by shares in
the Company held on trust by FCAM for three years,
with vesting only at the end of such period .

Sub-managers’ fees

The Manager incurs fees N respect of advice from
IMS in relation to 1its delegation of the management
of the North America portfolto, and also incurs
investment management fees from the sub-




managers that it has appomnted to manage both that
and the Japan portfolo The Campany remburses
the Manager for these fees, which in 2007 amounted
to £2 5 milhon (2006 £2 5 million)

Private equity managers’ fees

The fees incurred by the Company in respect of the
private eguity funds of funds managed by Pantheon
and HarbourVest amounted to £4 8 milhon for 2007
(2006 21 7 millton), having increased mamnly as a
result of large commitments and investment calls
during the year Some of the funds have arrangements
whereby Pantheon and HarbourVest share in the
profits once certain “hurdle” rates of return o Investors
have been achieved These arrangements are vaned
and complex, but are on normal commercial terms
within the private equity funds of funds industry Fees
payable by the underlying funds are negotiated by
Pantheon and HarbourVest These arrangements
also vary fram fund to fund, but management fees of
2% per annum and a 20% carried interest, once an
agreed hurdle rate of return for nvestors has been
achieved, would be quite normal

Creditor payment policy
The Company's “principal suppher” 1s the Manager,
the payment terms for which are set out above

Net asset value total return and share price total return performance

Other supphers to the Company are paid in
accordance with indwidually agreed payment terms
The Company's outstanding trade creditors were
equivalert to seven days’ payments to suppliers as
at 31 December 2007 (2006 two days)

Performance measurement

The Board recognises that 1t is share price performance
that s most important 1o the Company’s shareholders,
coupled with a steadily nsing dmvdend Undertying share
price performance 1S net asset value performance, for
which the Board looks to its Manager, which has been
set the performance-related fee targets sat out above

Key performance indicators
The Board assesses its performance in meetng
the Company's objective against the following Key
Performance Indicators
* Net asset value total return
s Share price total retumn
= Performance attnbution
* Annual dividend growth
* Discount to net asset value
+ Total expense ratio
= Savings plans investment flows
The Board also reviews statistical measurements
of volatility and risk Absolute and relative

¢

1Year 3Years 5Years 10 Years

% % % %

FCIT* net asset value (with debt at market value) 154 831 1202 105 4
Benchmark 79 46 8 948 816
Close Peer Group™ weighted average net asset value 134 6836 196 994
AIC Global Growth Sector weighted average net asset value 120 633 1251 124
FTSE All-Share 53 501 104 6 824
FTSE Wi World ex UK 97 44 8 883 811
FCIT* share pnce 141 739 1178 1160
Close Peer Group** weighted average share price 127 710 1247 1079
AlG Global Growth sector weighted average share pnce 86 G4 2 1325 1120
Retaill Pnices Index 43 107 173 Nz

Source. Fundamental Data
Fore:gn & Golonal Investment Trust

Alhance Trust The Bankers Irvesimant Trust Scollish Invastmant Trust Scothish Morigage Invastment Trust and Witan lnvestmant Trugl
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Net asset value total return performance
ranking of FCIT vs Close Peer Group

Asset allocation, stock selection
and gearing attribution

2007 2/6  Over3years 376 % 1year 3years 5 years
2006 4/6  Over 5 years 3/6 Asset allocation 254 553 826
2005 4/6  Qver 10 years 3/6

Stock selection 302 153 013)
2004 5/6
2003 /6 Gearing 152 227 390

Source Fundamental Data

Regional portfolio attnbution in sterling

Based on debt at market value

The table shows the contnbutions to iotal return versus the Company s
benchmark trom assat allocation stock selection and gearing decisions
over one three and five yoars

Source FAC Managemenl Limitad

1 year 3 years 5 years
% FCIT Indax FCIT Index FCIT Index
UK ’ 759 532 4797 43 55 102 33 9579
North Amenca 1024 559 (2 30) 905 1347 3209
Europe ex UK 1312 1573 5126 66 99 11059 14660
Japan (10 04) (6 36) (19 44) (19 65) {0 84) 866
Emerging Markets/Developed Asia 4103 36 51 9774 8758 22227 180 21
Emerging Markets 38 32 3744 8994 85 86 n/a n/a
Developed Asia 5009 3464 12518 9124 n/a n/a

Source F&C Management Limiled ang Fundamental Data

The Emerging Markets and Daveloped Asta porifolos were managad as ona combmed porifoiic until 31 Decamber 2005 since when they have been

managad saparatety

Discount

(wrlth dobt at market vali) Compound annual dividend growth Total expense ratio
31 December % % Syears 10 years % A ¢ B
2007 111 FCIT 108 88 2007 048 071
2008 S8 Close Peer Group ex FCIT 53 46 2008 046 0©S3
2005 95 2005 046 053
2004 128  FTSEAI-Share 81 6 2004 o050 o050
2003 103 Inflation (RPI) az2 28 2003 058 0858

Source F&C Managerment Limited

Sowrce F&C Management Limited Fundameniat Data

A = excluding periormanca fee

8 = Including performance fee
Exdudes an accrual for recoverabla
VAT on managsmen; faes

Source F&C Management Limutad

Further detaled performance statistics can be found in the Ten Year Record on pages 62 and 63

F&C Savings Plans investment flows in FCIT

£m 2007 2006 2005 2004 2003
Purchases 495 481 367 546 556
Withdrawals 785 735 619 478 200
Net flow (29 0} (25 4 {25 2) 68 356

The above hgures covar all of tha F&G Savings Plans in FGIT, including 1he Parsonal Penston Plan and Child Trust Fund

Source F&C Managemeni Limited

Forawgn & Coloniat Investment Trust PLC




assessments are made to understand the nsk/return
charactenstics of the portfolio

MANAGER EVALUATION AND RE-APPOINTMENT
The process
The review of the Manager's performance 1s an
on-going duty and respons@uhty of the Board,
which 1s carned out at every Board meeting during
the year, with a formal annual svaluation being
undertaken In January each year In order to carry
this out, the Board receives monthly detalled reports
and views from the Fund Manager on mvestment
policy, asset allocation, gearing and nsk, together
with guarterly presentations from F&C in respect
of the UK, Europe ex UK, Emerging Markets,
Developed Asia and US Smali Cap portfolios
These are mirrored in quarterly presentations from
IMS In respect of the portfolios managed by the
US sub-managers and from Goldman Sachs Asset
Management In respect of the Japan portfolio The
Board also recewes comprehensive performance
measurement schedules, provided by Fundamental
Data Limited and F&C, at each meeting Thess
enable 1t to assess the success or failure of the
management of the total portfolio against the
performance ohjectives set by the Board, to assess
the sources of positive and negative contribution
to the portfolio in terms of gearing, asset allocation
and stock selection and to assess the performance
of each region against its local index and the rnisk/
return characteristics of the portfolio

The annual review and evaluation of the Manager's
performance over the past year was camed out at
the Board meeting held in January 2008 The process
nvolved a format presentation to the Board by F&C's
Chief Executive Officer, the Fund Manager and
Deputy Fund Manager and the Head of Investment
Trusts, which covered recent developments at F&C,
ongoing investment process measures to achieve
top quartile performance, the Company's investment
performance in 2007, as well as the provision of
resources and services during the vear This was
followed by a closed session of the Board to assess
the Manager’s overall performance and consider tts
re-appointment for the ensuing year

s
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Matters considered

() Overall investment performance — The Company's
net asset value per share rose 13 6% to 3586
pence {with debt at market value), and to 363 5
pence {with debt at par) The Board considered
that the relative net asset value total return
performance of the Gompany in 2007 was
highly satisfactory against the objectives set for
the Manager The Manager beat the compostte
benchmark by 75 percentage points and the
weighted average of the net asset value total
returns of the close peer group by 2 0 percentage
points, thus exceeding both targets It also
outperformed the weighted average of the net
asset value total returns of the AIC Global Growth
sector There was further out-performance against
the weighted average share price total returns
of both the close peer group and the AIC Global
Growth sector The Company had comfortably
outperformed the weighted averages of the close
peer group over 10 years, and had improved to
come Inte ine over three and five years

(i) Performance attribution — Asset allocation,
stock selection and geanng all added value In
terms of asset allocation, the under-weighting
m the US and Japan and over-weighting in the
Daveloped Asia and Emerging Markets were
sigmificant contributors The UK, Developad
Asia and Emerging Markets regional poftfolios
managed directly by F&C all performad well in
terms of stock selection beating therr respective
benchmarks, but Europe (ex UK) continued
to disappoint and the US Smaller Companies
portfolio underperformed F&C has appointed a
hew regional fund manager with responsibility
for the Euvrope (ex UK) portfoho and the Board
will continue to monitor this regional portfolio
The sub-managed North Amerca porifolio
underwent a turnaround out-performing
significantly in 2007, whereas the outsourced
Japan portiolo underperformed i a tornd year
for active managers in that market

(i} Resources, services and advice provided ~ The
Manager had significant resources, a wide and
developing product range and substantial assets
under management A three year plan had been
put in place in January 2007, as part of which a
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strategy of accelerated investiment in people and
infrastructure was Introduced 1o support the delvery
of enhanced nvestment performance and a number
of new product miatives fn addition {o its Investment
management capabiliies, F&C had the necessary
resources and expenenced people to provide the
full range of investment trust services required by
the Company, including provision of secretarial,
accounting, administration, marketing, stock lending,
performance and nsk measurement, internal audit
and nsk control functions, as well as advice on buy-
backs, discount control mechanisms, corporate
structunng and industry Issues

The marketing of F&C's savings schemes
continuad to be successful with another increase
in market share over 2007, albeit in a declining
market and with further net outflows

The Chid Trust Fund continued to show
considerable long-term promise, and planned
inhiatives following a marketing review confirmed
that F&C possessed the capability to attract
new Investors to the Company n an increasingly
competitive marketplace Investor relations
and press communicaticn had once again
been well conducted, with the Fund Manager
carrying out an extensive programme of regional
presentations to private chent investment
managers, which had been very well receved

Decision to re-appoint
Following this review and evaluation, 1t was the
opinmon of the Board that the continuing appointrnent
of F&C as Manager on the terms agreed was In
the interests of shareholders as a whole F&C's
achigvement In comfortably beating both of
its performance-related targets demonstrated
the significant improvements made The Board
recognised F&C’s ongoing commitment to the
Company and to its investment trust business in
general, and also the resources, people and
expenence avallable and the quality of advice
offered on a wide range of subjects All the services
provided to the Company, including secretanal,
accounting and marketing, had been professionally
and efficiently delivered

The future of F&C and its abitity to deliver the
benefits envisaged under its reinvestment

Forexgn & Colonal investment Trust PLC

programme announced in January 2007 and
achieve 1ts stated ambition of reaching top quartite
In all areas of its business will be very important
Following the announcement by Friends Provident
plc regarding 1ts 52% shareholding in FCAM, the
Board will carefully monitor developments and
progress at F&C, and its ability to attract and
retain talented managers and to continue with the
improvements made in stock selection and overall
investment performance from internal and external
management The overall challenge for F&C remains
that of achieving a sustainable improvement n
long-term investment performance

The Board’s priorities for 2008

The Board considers its prionties and sets s
objectives for the year ahead as part of its annual
appraisal process The overnding prionty remains
consistent achieverment of relative out-performance,
adding valug for shareholders through a virtuous
circte of net asset value and share price total return,
discount management, dividend growth, a low
and competitive total expense ratio and effective
marketing Irvestment performance will continue to
be monitored closely, particularly with regard to the
relative under-performance in Europe and Japan The
Board will continue to test the Manager's marketing
strategy to ensure that the Company is receving
value for money and 18 cantinuing to be prgmoted
effectively, n order {0 generate demand by attracting
new investors whilst retaining existing shareholders

Future prospects

The outlook for the Company 1s reported In the
Charrman’s Statement on page 5 and in the Fund
Manager's Review on page 12 Continuing the
Company's record of increases in dividend wel
ahead of inflation, the Board 1s forecasting a total
dwidend of 6 45 pence per share, {representing an
Increase of 10 3%) for the year 2008

GENERAL INFORMATION

Voting nghts

At 8 March 2008 the Company had 683,550,943
ordinary shares in issue with a total of 683,550,943
voting nghts As at that date the Company receved
notification of the following holdings of voting rights

"




{under the FSA's Disclosure and Transparency Rules)

Legal & General Group plc 41%

The above percentaga 1S calculalad by applying 1he shareholtngs as nolfied 10
tha Company (o the ssuad ordinary share capital as et 6 March 2008

The Manager holds 36 5% of the Company's share
capital on behalf of non-discretionary clients through
its savings plans It 1s intended that the nominee
company holding these shares will vote the shares
held en behalf of plan holders who have not returned
ther voting directions in proportion to the directions
of those who have Pian holders have the rght to
exclude therr shares from the proportional voting
arrangement Implementation of this arrangement 1s
subject tc a 5% threshold of the shares held in the
savings plans being voted

Chantable donations
It 18 the Board's policy not to make charitable
donations, as the role of an investment trust
15 somewhat different from most other types of
companies and as taxation incentives towards
charitable donations are balanced in favour of direct
contributions by indmduals rather than companies
Therefore, no such coniributions were made during
the year

However, a sponsorship contnbution of £60,000
(2006 £60,000) was made to /fsProshare's Student
Investor Challenge competition which s run for the
purpose of helping schoolchildren develop financial
capability /fsProshare has charitable status

Independent auditors
So far as each of the Directors 1s aware,
there 1s no relevant audit information of which
PricewaterhouseCoopers LLP (the “Auditors”)
are unaware The Directors beleve that they have
taken all the steps that they ought to have taken as
Directors in order to make themselves aware of any
relevant audit information and to establish that the
Auditors are aware of the information

The Auditors have indicated ther willingness to
continue In office and resolutions will be proposed at
the Annual General Meeting to re-appoint them and
deterrmine their remuneration (Resolutions 7 and 8)
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Electronic communication

Resolutions were passed by sharsholders at the
annual general meeting in May 2007 enabling
the Company to facilitate communications with
shareholders in electronic form and by means of
a website, and to offer electromic proxy votng 1n
January 2C08 the Company sent a letter to
shareholkders who hold therr shares on the mamn
register with Computershare Investor Services
PLC, giving shareholders the option of registering
for electronic communicatron with the Company or
continuing to communicate with the Company In
paper form In accordance with the Companies Act
2006, shareholders who did not respond to the letter
have been deemed to have consented to access
Company documents efectronically via the Company's
webstte and will no longer receve the Annual Repaort
and Accounts in paper form, unless a speciic request
to the contrary 1s made to the Company

Articles of Association
It 1s proposed to amend the articles of association
of the Company n order to reflect certain changes
made or to be made to the iaw by the Companies
Act 2006 ("CA 2006") As the CA 2006 Is being
implemented 1n phases and various related
regulations are yet to be finalised and/or brought
into force, shareholder approval will be required
In due course for further changes to the Zrticles
of associatron It 1s antcipated that the remaning
provisions of the CA 2006 will come into force on
1 October 2009 Accordingly, the Company will
thereafter be undertaking a detaled review of its
articles of association, in order to reflect the entirety
of the CA 2006 and associated legislation
Resolution 11 will be put to the shareholders
at the Annual General Meeting to enable the
Company to imptement the following changes to
its articles of association
(a) the insertion of amendments to reflect the
change i the law under the CA 2006 that a
company I1s now required, If it refuses 1o register
a transfer of shares, to give the transferee
reasons for the refusal,
(b) various changes are 1o be made to reilect
the fact that the CA 2006 does not use the
term “extraordinary general meeting” instead,
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meetings are ether annual general mestings or
general meetings, and
() vanous amendments are to be made to reflect
the change in the law relating to directors’
conflicts of interests and declarations of such
confiicts of interests
The changes to the directors’ conflicts of interest
regime under the CA 2008 will come into force
on 1 October 2008 |t 1s therefore proposed that
the amendments to be made to the articles of
association 1o reflect these changes will only have
effect from 1 October 2008, the date when the new
provisions come into force

Annual General Meeting
Shareholders will have received a separate
enclosure containing explanatory infarmation
and the Notice of the Annual General Meeting
(the “Meeting”} to be held at Merchant Taylors'
Hall, 30 Threadneedle Strest, London EC2 on
1 May 2008 at 12 noon In addition to the ordinary
business of the Meeting, resolutions 9 to 11 will be
proposed as special business

By order of the Board,
H N Potter,

for and on behalf of F.
Secretary

7 March 2008

Foreign & Colomal Investment Trust PLC



Directors

Mark Loveday — Charrman' Elected to the Board
in May 2001, appointed Charman in May 2002 and
18 Chairman of the Nomination Committee He was
senior partner of the corporate advisory, stockbroking
and investment management company, Cazenove
& Co, for seven years, retiring 1n April 2001 after 36
years In the frm He is a trustee of The Grosvenor
Estate and a director of two of s related private
companies, Deva Group Limited and Deva Holdings
Limited He has no other directorships Age 64

Sir Roger Bone KCMG Appointed to the Board
on 6 March 2008 He has been President of
Boeing UK since 2005 Prior to that he served as
British Ambassador to Brazil from 1999 to 2004
and to Sweden from 1985 to 1999 He was an
assistant under-secretary of state in the Foreign and
Commonwealth Cffice between 1891 and 1995, head
of the economic relations department there from 1989
o 1891 and poliseat counseller at the Bntish Embassy
In Washmngton DC from 1985 to 1989 He was a visiting
fellow at Harvard University in 1984/85 and served as
a private secretary to the Foreign Secretary between
1982 and 1984 From 1978 to 1982 he was secretary
at the UK Representation to the European Community
In Brussels, specialising n energy 1ssues Age 63

Sir Michael Bunbury Bt KCVO™ Appointed to the
Board in March 1998, 1s Charrman of the Private Equity
Commuttee and represents the Company's interests on
the advisory comimitiees of its pnvate equity managers
He joined the stockbroking firm, Buckmaster & Mocre,
in 1968 and moved to Smith & Willamson in 1974,
where he was subsequently charman and to which
he s now a consuftant He was also charrman of Smith
& Wilhamson Investmeant Management Ltd for seven
years He has heen adwising private clients and families
on quoted and unquoted investments and property
portfoltos for many years He s chairman of JPMorgan
Claverhouse Investment Trust plc and HarbourVest
Global Private Equity Limrited, and a director of Invesco
Perpetual Select Trust plc Age 61

Stephen Burley Joined the Board on 1 January
2008 He was Head of Pension investments at
Rio Tinte from 1882 unbl his retrement i March
2007 He s currently an adviser to the BAE Systems
Pension Fund He was an adwviser to, and then
a trustee of, the Central Beard of Finance of the
Church of England from 2002 to 2007 Age 60

Ronald GouldS Appainted to the Board in May
2005 Formerly managing director of BZW Investment
Management, vice chairman of BZW/Barclays Asset
Management and president of BZW Investment
Management (Japan} and managing director of Barclays
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Trust and Banking {Japan} He was more recently senior
executve vice president and managing director of AXA
Investment Managers and, subsequently, chief execute
officer of, and now a consultant to, ABG Sundal Collier
ASA He s an adwviser to the Financial Services Authority
and a non-executive director of JPMorgan Asian
Investment Trust ple, Kaupthing Singer & Fredlander plc
and Miller Insurance Services Limited Age 60

Chnistopher Keljik OBE* Appointed to the Board
in September 2005 He 1s a chartered accountant
and retired as a director of Standard Chartered plc in
May 2005 after 29 years, during which time he held a
number of senior positions working in London, Hong
Kong, New York and Singapore in corporate finance,
treasury and general management Prior to his
retirement, his respensibiities at Standard Chartered
included its businesses in Afnica, the Middle East,
South Asia, the UK and the Amencas He 1s also a
non-executive director of Millennium & Copthorne
Hotels ple, Jardine Lioyd Thompson Group plc and
Henderson TR Pacific Investment Trust plc Age 59

Ewen Macpherson - Senior Independent
Director? Joined the Board in February 1997 He 1s
charman of Merrill Lynch New Energy Technology
plc and a directer of Willam Grant & Sons Limited
He retired in July 1997 as chief executive of
31 Group plc, which 1s Europe’s leading venture
capital company, and was a non-executive director
of Scottish Power plo untl July 2003 He was the
charrman of the trustees of the GlaxoSmithKiine
Pension Fund until May 20056 Age 66 ¢

John Rennocks* Appointed a Director n August
1997 and 1s Charman of the Audit Committee He
15 4 chartered accountant and was finance drector
at Smith and Nephew, Powergen and British Steel/
Corus throughout the years 1981 to 2001 He 1s
chairman of Nestor plc, Diploma plc and Inteligent
Energy Holdings plc, Deputy Chairman of Inmarsat
plc, and a non-executive director of Babcock
Internaticnal Group plc, JP Morgan Overseas
Investment Trust plc and Wagon plc Age 62

Maxwell Ward™ Elected a Drector in May 2000 He
was a partner in Bailte Gifford & Co, the Ednburgh firm
of fund managers, for 25 years and was manager of
Scottish Mortgage Irvestment Trust plc for 11 years He
15 charman of Scottish Equitable Policyholders' Trust,
managing director of The Independent investment Trust
ple and a non-executive director of the Iife assurance
company, Aegon UK plc Age 58

Members of the Audit Committee
1 Members of the Nomination Committee
* Members of the Pnivate Equity Committea
§ Mambaers of the Service Providers and Marketing Commitios
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Management and Advisers

The Management Company
Foreign & Colonial Investment Trust PLC (“Foreign
& Colonial”) 1s managed by F&C Management
Limited (“F&C" or the “Manager”), a wholly
owned subsidiary of F&C Asset Management plc
The Manager 1s authorised and regulated by the
Financial Serwices Authonty It 18 appointed under a
management agreement with the Company setting
out Its responsibilities for investment management,
admirustration and marketing

Foreign & Colonial and F&C are two separate,
independent and distinct companies

Jeremy Tigue Fund Manager Appomted Fund
Manager n July 1997 He 15 responsible for overall
portfolio management including private equity,
for investment performance and other key areas
such as marketing and investor relations of Foreign
& Colonial He joined FAC in 1981 and 15 also a
deputy chawrman of the Association of Investment
Companies

Julian Cane Deputy Fund Manager He joined FRC
n 1983 and 1s responsible for Foraign & Colomial's UK
portfolio

Hugh Potter Represents the Manager as Company
Secretary and 1s responsible for Foreign & Colonial's
statutory compliance He joined F&C in 1982

Michael Woodward Head of Investment Trusts at
F&C and responsible for its relaticnship with Foreign
& Colonial since January 2007

Adwvisers and Sub-Managers

Advisers to F&C (North America large and
medium cap portfolio) Investment Management
Selection Limited (*IMS”) - appointed July 2005

Sub-Managers to F&C (North America large
and medium cap portfolio}

Barrow Hanley — appointed July 2005

Loomis Sayles ~ appointed July 2005

T Rowe Price — appointed February 2006

Sub-Managers to F&C (Japan Portfolio)
Goldman Sachs Asset Managemsnt - appointed
July 2005

Pnivate Equity Managers

HarbourVest Partners LLC — appomnted 2003
Pantheon Ventures Limited - appointed 2003

Forergn & Colonial Investment Tiust PLC

Secretary and Registered Office

F&C Management Limited, Exchange House,

Primrose Street, London EC2A ZNY

Tetephone 020 7628 8000

Facsimile 020 7628 8188

Website www fandc com

Ematl info@fandc com |
Authorised and regulated in the UK by the Financial

Services Authonty

Auditors
PrncewaterhouseCoopers LLP, Hay's Gallena,
1 Hay's Lane, London SE1 2RD

Bankers and Custodian
JPMorgan Chase

Registrars

Computershare Investor Services PLC,

PO Box 82, The Pavilions, Bridgwater Road,

Bristol BS99 7NH

Telephone 087G 707 1529

Facsimile 0870 703 6143

Authonised and regulated in the UK by the Financial
Services Authonty

Solicitors
Norton Rose

Stockbrokers
JPMorgan Cazenove Limited



Directors’ Remuneration Report

The Company's Articles of Association Iimit the
aggregate fees payable to the Board of Direclors to
a total of £500,000 per annum Within that hrmit, it
15 the responsibiity of the Board as a whole to
determine and approve the Directors’ fees, following
a recommendation from the Chairman and, m his
case, from the Senior Independent Director, the Board
of Directors 15 composed solely of non-executive
Directors, none of whom has a service contract with the
Company, and therefore no Remuneration Committee
has been apponted The amounts paid, which weare for
senaces to the Company solely in the capacty of non-
executive Drrectors and have no performance-related
elerment, are set out in the table below

Remuneration for qualifying services
Fees for services to

the Company

2007 2006
Director £000s £000s
Mark Loveday 63 89
(Charman and highest pa:d Director)
Sir Michae! Bunbury! 55 59
Ewan Macpherson? 43 45
John Rennocks 42 39
Maxwell Ward? 36 35
Ronald Gould 37 33
Christopher Kelik 40 34
The Rt Hon Kenneth Clarke® 10 30
Sir Andrew Wood? 12 31
Total 338 365

1 102007 thenchudes T7.000 agreec by the Board w June 2007 pexd for
addibonal duties camed out i 2006 N respect of privale equity nvestments
n 2006 thes inciudes £13 500 agreed by the Board n Apd 2006 paud for
addional duties camed out 0 2005 i respact of private equity mvestments
2 In2008 thsincludes £1 500 agreed by the Board In Apn! 2006 paid
for addibonal duties carmed out in 2005 i respect of private equity
vastments

Ratred on 4 May 2007

o

Reference to the information in the table, which
has been audited, can be found in the Independent
Audttors' Report on page 36
During the year the fee rates were increased
following a review, which took account of the
following factors
+ the absoluta and relative performance of the
Company over the year to 31 May 2007 and
whether the Directors had added valus,
» garrungs and pnce inflation over the year to Aprit
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2007 and May 2007 respectively, when the last
increase became effective,

* a companson with other F&C managed investment
trusts, peer group Investment trusts and similar
sized financial companies,

» avallable independent reports on remuneration
of the boards and non-executive directors of UK
Investment trusts and other compamies, and

+ speciiic matters in respect of the increasing
responsibihties, and time committed to the
Company's busingss, of the Chairman, Senior
Indepnendent Director, Drectars, and charman and
members of the vanous committees of the Board

In the hight of these factors the Board approved the

Charman’s recommendation that the basic fee shoutd

be £30,000 with sffect from 1 July 2007, representing

an increase of 3 5% Similariy, the Board agreed
that the Charman’s fee should increase to £62,000,
upon the recommendation of the Senior Independent

Director The fees for specific responsibiliies are set

out n the table betow

Annual fees for Board responsibilities

2007 2006
Board £000s £'000s
Charman 620 600
Senior Independent Director 363 353
Diractor 300 200
Audit Committee ¢
Chalrman 80 go
Members 50 50
Nomination Committee
Chairman 20 20
Members 20 20
Private Equity Committee
Chairman* 130 130
Members 50 50
Service Providers and Marketing Committee
Charrnan 80 80
Members 50 50

fAeprosonts £8 000 as Charman and £5 000 as the Company's
represeniative on the acvisory commitieed of Pantheon and HarbourVest

Both the Private Equity Committee and the
Service Providers and Marketing Committee will
be dissclved with effect from 1 May 2008, having
achieved ther main objectives Their ongoing
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Total shareholder return

It 1s a company law requrement to compara the performance of the Comparry's share pnce to a single broad equity markat ndex As the Managers'
performanca 1s measured agans! a composite benchmark of 40% FTSE All Share and 60% FTSE Wi World ex UK indices a comparison against this composite
benchmark has been shown The Close Pesr Group Share Price Telal Return {weighted average) has also been shown

responsibilities will be reallocated to the Fund
Manager or the Audit Commattee as appropriate or,
In certain cases, to the Board

No Drrector past or present has any entitlement to
pensions, and the Company has not awarded any
share options or long-term performance incentives
to any of the Directors

Shareholders will be é;\
remuneration report at '(h'r A
{Resolution 2)

ed to approve this
pneral Meetmg'

By order of the Boardx_
H N Potter,

for and on behalf of F3
Secretary

7 March 2008
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Corporate Governance »

Introduction

The Board has constdered the pnnciples set out in the
Ccmbined Code on Corporate Governance 1ssued
by the Financia! Reporting Council In June 2006 (the
“Combined Code™ and the AIC Code of Corporate
Governance (the “AIC Code”} revised n February
2008 * The Board believes that dunng the penod under
review the Company has complied with the provisions
of the Combined Code, n so far as they relate to the
Company's business The Board is also adhering to
the pnnciptes and recommendations of the AIC Code

The overall attendance rate of Directors at Board
meetings in 2007 was over 90% With the exception .
of Kenneth Clarke, all the Dwectors attended the
annual general meeting The foliowing table sets
out the number of Directors’ meetings (including
committee meetings) held and attended during
the year under review The Board held an Away-
Day meeting in December 2007 to consider
strategic 15sues and also met In closed session
on three occasions during the year, without any
representation from the Manager

Dirsctors’ attendance

The Board
Service

The Board is responstble for the effective Prvate  Providers and

Aucht Nomunation Equity Marketing
stewardshlp of the Company's affairs Board Committee Committee Commutiee Committee
and has reviewed the schedule of  Ng of meetngs 12 3 5 5 6
matters reserved for Its dacision, which ™ 4 Loveday 12 ra 5 r/a /e
are categorised under vanous headings,  mw Bunbury 1 3 n/a 5 n/a
including strategy, policy, finance, risk, K H Clarke' 2 na 1 a wa
Investment restrnictions, performance, R J Gould 10 n/a n/a n‘a 8
appointments, the Board and public ¢ AKelk 11 3 n/a nfa &
documents It has responstbility for all EC S Macpherson 11 n/a 4 4 nfa
corporate strategic 1ssues, dividend  J LRennocks 0 3 n/a 4 n/a
policy, share buy-back policy and MCBwam 12 na 5 5 nfa
corporate governance matters [n A MWood 3 na n/a na i

order to enable them to discharge
therr responsibilities, all Directors have
full and timely access to relevant information At
each meeting the Board reviews the Company’s
Investment performance and considers financial
analyses and other reports of an operational
nature The Board monitors comphance with the
Company's objectives and 18 responsible for setting
asset allocaton, investment and geanng fimits within
which the Fund Manager has discretion to act, and
thus supervises the management of the investment
portfollo which 15 contractually delegated to the
Manager The Board has the nght of veto over the
appomtment of sub-rmanagers recommended by the
Fund Manager The Board has responstbility for the
approval of private equity and unlisted investments
and all investments in in-house funds managed
of advised by the Manager Strategic 1ssues are
reviewed regularly

Investors in New Zealand should noie that the corporate govarnance
rufes and principles appicable 16 the Company tn the UK may differ from

those of the New Zealand Siock Exchanga's Corporate Governance Bast
Practice Code

Report and Accounts 2007

1 Retired on 4 May 2007

The Board aims to maintain a balance of skills,
experience, diversity, age and length of seryce A
nine year hmit 1s 1imposed on tenure to be served
by new Directors, only 1o be exceeded for phasing
and contnuity purposes where experience can
add to the strength of the Board, or in excepticnal
circumstances In order to review the effectiveness
of the Board, the Committees and the individual
Directors, the Chairman carried out a thorough
appraisal pracess in Decermber 2007 o respect of the
year under revew This encompassed both quantrtative
and quahtatve measures of performance in respect
of the Board and the Committees implemented by
way of an evaluation survey, a questionnaire and
interviews with the Charman The Fund Manager
and the Company Secretary also participated in this
part of the process to provide all-round feedback to
the Board With regard to mohwidual Directors, the
performance appraisal was qualitatve, mplemerted by
way of a questionnare and an apprarsal meeting with
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the Charman The appraisal of the Charrman follows
the same process and 1s camed out, N his absence,
by the Board as a whole under the leadershup of the
Senior Independent Director The appraisal process 1S
considered by the Board to be constructive in terms
of identifying areas for improving the functioning and
performance of the Board and the Committees and
the contnbution of indwvidual Directors, bullding on
and developing individual and coltective strengths,
as well as setting prionties for the following year The
Board has considered the option of using external
appraisal consultants and, whilst it believes that this
15 unilkely to provide any meanngful advantage over
the internal process that has been adopted, it could
nevertheless provide an independent perspective if
used on an occasional bagsis This wall be given further
consideration in 2008

The Board has establshed a procedure whereby
Diractors, wishing to do so in the furtherance of their
duties, may take independent professional adwice at
the Company’s expense The Board has direct access
to company secretanal advice and services of the
Manager which, through its nominated representative,
15 responsible for ensunng that Board and Committee
procedures are followed, and that apphcable regulations
are complied with The proceedings at all Board and
other meetings are fully recorded through a process that
alows any concarns of Directors to be recorded in the
minutes The Board has the power to apport or remaove
the Company Secretary in accordance with the terms of
the Management Agreement

Independence of Directors

The Board, which 1s composed solely of
independent non-executive Directors, regularly
reviews the independeance of its members All the
Directors, and n particular Sir Michael Bunbury
who has served for over ning years and s standing
for annual re-elaction, have been assessed by the
Nominatton Committee as remaining indspendent
of the Manager and of the Company itself, none
has a past or current connection with the Manager
and each remains independent in character and
[udgement with no relationshups or circumstances
relating to the Company that are likely to affect
that judgement The Nomination Committee's
assessments of Director independence have been

Foregn & Colonzal investment Trust PLC
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endorsed by the Board, which s prepared to have a
mnonty of non-independent Directors should this be
considered appropniate at any stage

Sir Michael Bunbury was appointed non-executive
chawrman of HarvourVest Global Private Equity
Limited (*HVGPE") in October 2007 HVGPE 1s a
Guernsey incorporated closed-end investment
company listed on Euronext Amsterdam HVGPE 1s
advised by HarbourVest Adwisers LP, an affliate of
HarbourVest Partners LLG, which also manages part
of the Company’s private eguity portfolio Sir Michagl
Bunbury 1s not a partner of, nor does he receive any
fees from, HarbourVest Pariners LLC

There 1s no chief executive posiion within the
Company, as day-to-day management of the
Company's affars has been delegated to the Manager

Board committees

The Board has appointad a number of committees
as set out below Copias of the terms of reference
of each committee are avalable on request and
can also be found on the Company's website at
www foreignandcolonial com Membership is histed
on page 27 and attendance at meetings on page 31

Nomination Committee
The primary role of the Nomination Committee Is to
review and make recommendations with regard to
Board structure, size and composition, the b‘élance
of knowledge, expenence, skill range, diversity and
age profile and consider succession planning and
tenure policy It also considers the critena for future
Board appointments and the methods of recruitrment,
selection, appointment and induction The Committee
considers and makes recommendations to the Board
with regard to the appointment of new Directors,
committee membership, the re-appointment of those
Drrectors standing for re-election at annual general
mestings, vanations n terms of appointment and the
question of each Director's independence prior to
publication of the Annual Report and Accounts The
Committee also reviews the attendance and time
commitment of the Directors in fulfiling ther dutes,
including ther other duactorships

The Committee met in May 2007 for the purpose
of appomnting a search agency to find replacement
Directors for those retining dunng the year and scheduled



to retire in 2008 Following the appontment of a search
agency and consideration of the candidates put forward,
the Committee nterviewed a short hst of candidates
for the respective positions and skill sets required,
and subsequently recomimended to the Board the
appaintment of three new Directors The final decision
with regard to appointments atways rests with the Board
and all such appointments are subject to confirmation by
shareholders An induction process has been prepared
for new appointees to the Board

Remuneration Committee

As the Board has no executive Directors and
no employees, and 15 composed solely of non-
exacutives, 1t does not have a remuneration
commitiee Detaled inmformation on the remuneration
arrangements for the Directors of the Company can
be found in the Directors’ Remuneration Report on
pages 29 and 30 and 1n note 6 on the accounts

Private Equity Committee
The function of the Private Equity Committee 1s to
monitor and assess the performance of the Company's
private equity investments managed by HarbourVest
Partners LLC (“HarbourVest") and Panthecn Ventures
Lmited (“Pantheon”} and to make recommendations
to the Board regarding further investments These
responsibiites have been camed out In respect of the
penod under review The Fund Manager has day-to-day
responsibility for private equity, Including the making of
recommendations for further investments and reports
to the Committee St Michael Bunbury represents the
Company's interests on the advisory committees of
Harbourvest and Pantheon

The Committes will be dissoived on 1 May 2008
and its responsibiliies will be undertaken by the Fund
Manager and, where appropnate, the Board

Service Providers and Marketing Committee

The function of the Service Providers and Marketing
Commuttee 15 to review and monitor the Company's
service providers, and the fees charged in respect
of those services including those of the Manager
Coverage extends to the Company's marketing, stock
lending and custodian arrangerments, the managerment
of the savings schemes, as well as the review of share
registration, trade marks and mieflectual property nghts

Report and Accourits 2007

Al of the Committee’s responsibilities have been camed
out dunng the course of 2007 and in January 2008

The Committee will be dissoived on 1 May 2008 and
its responstbilities will be undertaken by a combination
of the Fund Manager, the Audit Gommittee and, wherg
appropnate, the Board

Audit Committee
The pnmary responsibiities of the Audit Committes are
to monitor the mtegrity of the financial statements of
the Company and any formal announcements relating
to the Company's financial performance, o review the
Company's intemal financial controls and the internal
control and risk management systems applicable to
the Company, to review annually the need for the
Company to have its own internal audit function, to
make recommendations to the Board In relation to the
re-appotntment of the Auditors and to approve therr
remuneration and terms of engagement, to review and
monttor the Auditor's independence and objectivity
and the effectiveness of the audt process, and to
develop and implement policy on the engagement
of the Auditors to supply non-audit services It also
remews Directors' and Officers’ hability msurance

The Audit Committee has direct access to the
Auditors, PricewaterhouseCoopers LLP, and to
the internal audit, nsk and compliance director of
the Manager, and to the Manager's group audit
committee, and reports its findings to the Board The
Board retains uttimate respongibility for all aspects
relating to the annual and Intenm accounts and other
signicant published financial information

All of the Audit Committee's responsibilities have
been carned out at its mestings held over the course
of 2007 and in February 2008 A meeting has been
held with the Auditors to review the work carried
out for the audit of the annual financial statements
The Auditors also attend sach Audit Commitiee
meeting and, on the basis of these meetings, the
Audit Committee has been able to assess the
effectivengss of the external audit In completing this
review, the Audit Commrttee has taken into account
the standing, experience and tenure of the audit
partner and his team, the nature and level of services
provided, and confirmation that they have complied
with the relevant UK independence standards
The Manager and the Company use different audit
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firms The Audit Committee has also reviewed the
provision of non-audit services, which cost £25,000
in 2007, and considers them to be cost effective
and not to compromuse the independence of the
Auditors  The non-audit services include taxation
matters and the review of the interm results The
Chairman of the Audit Committee 1s advised of non-
audit work required and a decision to authornse 1s
taken on a case-by-case basis Further information
can be found in note 6 on the accounts

Following a recommendation from the Audit
Commuttes, the Board has concluded that there 1s
no current need for the Company t6 have an internal
aucht function, all of the Company's management
functions are delegated to the Manager, which
has its own Internal Audit, Risk and Compliance
department, and whose controls are monitored
by the Board The Audit Committee has recevad
and reviewed the Report referred to under “internal
Controls and management of nsk” below and an
annual compliance repart from the Manager’s head
of Audrit, Risk and Compliance

The Audit Committee has reviewed, and is
satisfied with, the “whistleblowing” policy that has
been put In place by the Manager under which
its staff may, n confidence, raise concerns about
possible mproprieties In financial reporting or other
matters The necessary arrangements are In place
for proportionate and independent investigation of
such matters and for appropnate follow-up action

Internal controls and management of nsk

The Board has overall responsibility for the
Company's systems of internal controls and for
reviewing therr effectiveness and ensurng that nsk
management and control processes are embedded
in the day-to-day operations of the Company
These controls aim to ensure that the assets of
the Company are safeguarded, proper accounting
records are maintained, and the financral information
used within the business and for pubflication s
reliable Contral of the nsks identified, covering
financial, operational, reputational, comphance
and overall risk management, 1s exercised by the
Board through monthly reports provided by the
Manager on investment performance, performance
attribution, cempliance with agreed investment

Foragn & Colonal Investiment Trust PLC

restrictions, financlal analyses and other
management 1ssues A quarterly contral report
15 prepared by the Manager's Audit, Risk and
Comphange Department that provides details of any
matenal internal control fallure The control report
Incorporates a key nsk table that identifies the rnisks
to which the Company 1s exposed and the controls
in place to mitigate them, including risks that are
not directly the responsibility of the Manager The
Company's principal rnisks are set out on pages
17 and 18 The systems of internal controls are
designed to manage rather than eliminate nisk of
fallure to achleve business cbjectives and can oniy
provide reasonable, but not absolute, assurance
against material misstatement, or loss or fraud

The Board has carmed out a risk and control
assessment, including a review of the Manager's nsk
management Infrastructure and the report on policies
and procedures in operabon and tests for the penod 3
January to 31 December 2007 (the “Report”) This has
been prepared by the Manager for its investrment trust
clents to the standards of the Institute of Chartered
Accountants in Engtand and Wales Technical Release
AAF (01/06) Containing a report from independent
external accountants, the Report sets out the
Manager's control policies and procedures with
respect to the management of s chents’ Investments
The effectiveness of these controls 1s monitored by
the Manager's group audit committee, which recenves
regular reports from the Manager's Audit, Risk and
Compliance Department, and ensures that action
would be taken to remedy any signifficant falings or
weakness identified from this monitorng

investiment management

The Board has contractually delegated the
management of the investment portfolic to the
Manager, gmving tt responsibility for gearning, asset
allocation and sector and stock selection, together
with the overall nsk management of the Company's
assets, within the liruts set and regularly reviewed
and monrtorad by the Board

The Board has reviewed and endorsed the
Manager's approach to environmental, social
and governance 1ssues and voting policy which 1s
explained under “Responsible ownership” on page 20,
and receives penodic reports on its Implementation



Relations with shareholders
Shareholder commumication i1s given a high prionity
In addition to the annual and intenm report and
accounts that are distributed to shareholders,
monthly fact sheets and general information
are availlable on the Company's website at
www foreignandcolonial com

A regular dialogue 1s maintained with the
Company's mshiutional shareholders and private
clignt asset managers As in previous years, the
Chairman wrote to the top institutional shareholders,
as a result of which telephone discussions and
meetings were held with 13 of these shareholders
owning a total of 13% of the share capitai The
Fund Manager also gave a series of presentations
to peortfoho managers, private client wealth
managers and opinion-formers across the
country In aggregate, 193 managers attended the
presentations, representing 19% of the share capital
In total, shareholders representing 39% of the share
capttal were invited to meet or talk with the Charman
and the Fund Manager and those owning 32%
took the opportunity to do so This communication
programme proved constructive m providing a
two-way forum for the canvaésmg of shareholder
views, gauging opinion, and for enabling the Board
to become aware of any i1ssues or concerns The
programme will be continued m 2008

Raport and Acrountg 2007

At annual general meetings, all investors have the
opportunity to question and meet the Charrman, the
Board and the Fund Manager

All beneficial shargholders in the F&C savings plans
have the opportunity o vote using a form of direction
and, in accordance with the Articles of Association,
have the nghi to attend, speak and vote at all
meetings The Manager has stated that the nominee
compary will vote the shares held on behalf of pfan
holders who have not retumed therr voting directions
in proporiion to the directions of those who have

Shareholders wishing to communicate with the
Chairman, the Senior Independent Director or any
other member of the Board may do so by writing
to the Company, for the attention of the Secretary,
at the address set out on page 28 or by emalling to
FCITCoSec@fandc com

The Board monitors investor complaint levels and
will keep under review the Manager's arrangements
for “Treating Customers Fairly”
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INndependent Auditors’ Report

Independent Auditors’ Report to the
shareholders (members) of Foreign & Colonal
Investment Trust PLC

Wa have audited the financial statements of Foreign & Colonial
Investment Trust PLC for the year ended 31 December 2007
which compnse the Income Staternent, the Balance Sheet,
the Cash Flow Statement, the Reconcillation of Movements
in Shareholders' Funds and the related notes These financial
statements have been prapared under the accounting poitcies
set out therein We have also audited the information in the
Directors’ Rermuneration Report that 15 descnbed as having
been audited

Respective responsibilibies of directors and audrtors
The Durectors’ responsibiities for prepanng the Annual
Report, the Directors’ Remuneration Report and the
financial staterments in accordance with applicable law and
United Kingdom Accounting Standards {United Kingdom
Generally Accepted Accounting Prachice) are set out in the
Drrectors’ Statement of Responsibilities

Our responsibility 1s to audt the financial statements and
the part of tha Directors’ Remuneration Report to be audited
In accordance with refevant legat and regulatory requirements
and Internaticnal Standards on Auditing (UK and Ireland} This
report, ncluding the opimon, has been preparad for and
only for the company's members as a body :n accordance
with Section 235 of the Companies Act 1985 and for no
other purpose We do not, In gving this optnion, accept or
assume responsibility for any other purpose or to any other
person to whom this repoert 1s shown or inte whose hands
It may come save where expressly agreed by our prior
consent In wnting

We report to you our opinion as to whather the financial
statements give a true and farr view and whether the
financial statements and the part of the Directors’
Remuneration Report to be audited have been properly
preparaed n accordance with the Companies Act
1885 We also report to you whether in our opinion the
information given in the Directors’ Report and Business
Review i1s consistent with the financlal statements The
information given in the Directors’ Report and Business
Review includes that specific information presented n
the Charrman's Statement, Fund Manager's Review and
Twenty Largest Holdings that is cross referred from the
Business Review section of the Directors’ Repert and
Busmess Review

In addstion we report to you If, in our opimion, the
Company has not kept proper accounting records, If we
have not recesvad all the information and explanations
we require for our audit, or if mformation specified by law
regarding Drectors’ remuneration and other transactions
15 not disclosed

We review whether the Corporate Governance statement
reftects the company's compliance with the nine provisions
of the 2006 FRC Combined Code specified for our review
by the Listng Rules of the Financial Services Authonty, and
we report If it doss not We are not required to consider

Fereign & Colonial Investment Trust PLC

whether the Board's statements on internal control cover all
nsks and controls, or form an opinion on the effectivenass of
the company's corporate governance procedures or its nsk
and control procedures

We read other information contained In the Annual Report
and conswder whether it 15 consisient with the audited
financial statements The other information comprises
cnly the Charman's Statement, the Diregtors' Report and
Business Revigw, the unaudited part of the Directors’
Remuneration Report, Financial Highlights, Twenty Largest
Hotdings, the Corporate Governance statement and Ten
Year Records We consider the implications for our report
if we become aware of any apparent misstatements or
matena! inconsistencies with the financial statements Qur
rasponsibilities do not extend te any other information

Basis of audit opinton
We conducted our audit In accordance with International
Standards on Auditing (UK and Ireland) 1ssued by the
Audittng Practices Board An audit includes examination,
on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements and the part of
the Directors' Remuneration Report to be audited It also
Includes an assessment of the significant estimates and
Judgements made by the directors Iin the preparation of
tha financeal statements, and of whether the accounting
policies are appropnate to the company's circumstances,
consistently apptied and adequately disclosed

Wae planned and performed our audit so as to obtamn
all the information and exptanations which we considered
necessary, In order to provide us with sufficient evidence to
gve reasonable assurance that the financial statements and
the part of the Directors” Remuneration Report to be audted
are free from matenal misstatement, whether caused by
fraud or cther irregulanty or error In jorming our opigion we
also evaluated the overall adequacy of the presentation of
nformaton in the financial statements and the part of the
Directors' Remuneration Report to be audited

Opinion

In our gpinion

« the financial statements give a true and fair view, in
accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company’s
affars as at 31 December 2007 and of its net return and
cash flows for the year then ended,

= the financial statements and the part of the Direclors'
Rsmuneration Report to ba audited have been property
prepared in accordanca with the Comparnies Act 1985, and

the information given In the Directors' Report and Business
tements J

Review I1s
Pi ::’{a“waterhouseCoopers LLP
Hay's Galleria
1 Hay’s Lane
London SE1 2RD
7 March 2008




Directors’ Statement of Responsibilities

As required by company law, the Directors
are responsible for the preparation of financial
statements which give a true and far view of the
state of affarrs of the Company as at 31 December
2007 and of the results for the year then ended
In prepanng the financral statements, suitable
accounting polictes have been used and applied
consistently, and reasconable and prudent
judgements and estimates have besn made The
financral statements are prepared in accordance
with applicable accouniing standards and on a going
concern basis The Directors are also responsible
for ensurning that adequate accounting records are
maintained and have a general responsibility for
taking such sieps as are reasonably open 1o themn 1o
safeguard the assets of the Company and to prevent
and detect fraud and other wregulariiies

Reporl and Accounts 2007

The financial statements are published on the
www foreignandcolonial com website, which is a
website maintained by the Company’s Manager, F&C
Managernant Limited (*F&C") The maintenance and
integrity of the website maintained by F&C or any of
Its subsichanes 15, so far as 1t relates to the Company,
the responsibiity of F&C The work carried out
by the auditors does not Involve consideration of
the maintenance and integrity of this website and,
accordingly, the auditors accept no responsibihity
for any changes that have occurred to the financial
statements since they were inthally presented on
the website Overseas visttors to the website need
o be aware that legislation in the Urited Kingdom
govermng the preparation and dissemination of the
financial statements may differ from legislation in
their junsdiction
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Income Statement

s § 2007 2006
2 3 Revenue  Capital Total Revenue  Capital Total
§ § for the year ended 31 December £'000s £'000s £'000s £'000s £'000s £'000s
11 Gans on nvestrments - 288,498 288,498 - 199,553 199,553
20 Exchange gains/(losses) 22 {725) (703) 13 4177 4,190
3 Incorne 63,253 - 63,253 €7,223 - 67,223
4 4 Management fees (4,477) (4,981) {9,458) {4,059) (4,580) {8,648}
4 Performance fee - {6,170) {6,170) - {1,756) {1,756)
5 5 Recoverable VAT 3411 1,589 5,000 - - -
& 20 Other expenses {3,128) (103) (3,231} 3,247) {121} {3,368}
Net return before finance costs and
taxation 59,081 278,108 337,189 53,930 197,264 257,194
7 20 Interest payable and similar charges {7.364) (7,364) (14,728) (7,487) (7,487  (14,974)
Net return on ordinary activities
before taxation n 7y 270,744 322,461 52,443 189,777 242,220
8 20 Taxation on ordinary activties {5,808) 2,801 (3,007) 4,248) 1,227 3,019
8 @ Net return atinbutable to equity
shareholders 45,909 273,545 319,454 48,197 191,004 239,201
8 & Return per share — basic (pence) 640 3810 44 50 616 24 43 3059
The total column of this stalemant 13 1he profit and loss account of the Cempany

All reverwe and capital items in the above statement derve from continuing operations A Statement of Total Recogrused Gamns and Losses 1s not required as all
gans and losses of the Company have been reflected in the above siatement

Reconciliation of Movements in
Shareholders’ Funds

Caprtal ¢ Total

Share Redemption Capttal Revenue Sharsholders’

g Capital Reserve Heserves Reserve Funds
2 For the year ended 31 December 2007 £'000s £'000s £'000s £'000s £'000s
Balance brought forward 31 December 2006 187,494 75,268 2,030,568 114,810 2,408,140

10 Dvidends pad - - - (40,222) (40,222)
Shares repurchasad by the Company {16,164) 16,164 {196,422) - {196,422)
Return attnbutable to equity shareholders - - 273,545 45,908 319,454
Balance camed forward 31 December 2007 171,330 91,432 2,107,691 120,497 2,490,950
Capital Total

Share Redemption Capral  Revenue Sharenolders’

For the year ended 31 December 2006 Capital Reserve Reserves Reserve Funds
Balance brought forward 31 Decernber 2005 206,814 55948 2,045,443 106,796 2,414,001

10 Dividends paid - - - (39,183} (39,183)
Shares repurchased by the Company {19,320) 19,320 {205,879) -~ {(205,879)
Return attnbutable to eguity shareholders - - 191,004 48,197 239,201
Balance carmed forward 31 December 2006 187,494 75,268 2,030,568 114,810 2,408,140
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Notes

13
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Balance Sheet

2007 2006
At 31 Decaember £'000s £'000s £'000s £'000s
Fixed assets
Investments 2,664,514 2,578,696
Current assets
Debtors 10,641 9,201
Cash at bank 32,910 28,153
43,551 37,354
Creditors amounts faling due within cne year
Foreign currency ioans {92,220) {68,000)
Other (t4,320) (29.335)
(106,540) (97.335)
Net current labilities (62,989) {592,081)
Total assets less curent liabilities 2,601,525 2518715
Creditors amounts faling due after more than one ysar
Debentures (110,575) (110,578)
Net assets 2,490,950 2,408,140
Capital and reserves
Share capital 171,330 187,494
Capital redemption reserve 91,432 75,268
Capital reserves 2,107,691 2,030,568
Revenue reserve 120,497 114,810
Total shareholders' funds ~ equity 2,490,950 2,408,140
Net asset value per share — pnor charges at nominal valus (pence) 36347 32110
Approved by the Board on 7 March 2008 and signed on #ts behalf by L
Mark Loveday John Rennocks
Report and Accounts 2007
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Cash Flow Statement :

B 2007 2006
£ For the year ended 31 December £000s £'000s £'000s £'000s
Operating actvities
Investment income 59,080 61,896
Interest receved 1,008 991
Stock lending fees recerved 278 283
QOther revenue 14 80
Management fees paid {12,271) (8,234)
Fees paid to directors (338) (385)
Other cash payments (3,656) (4,268)
22 Net cash inflow from operating activities 44,115 50,383
Seracing of finance
Interest pad (14,553) (14,868)
Cash outflow from senacing of finance {14,553) (14,868)
Financial investment
Purchases of equities and other investments {1,555,150} (1,5693,369)
Sales of equities and other Investments 1,759,650 1,731,519
Other caprtal charges and credits {99) {130
Net cash inflow from financial nvestment 204,401 138,020
Equity dwvidends pard (40,222) {39,183)
Net cash inflow before use of lquid resources 193,741 134,352
and financing
Financing
Net loans raised 23,537 75520
Costs of shares repurchased (212,479) (185,766)
Net cash outflow from financing (188,942) (110,246)
23 Increase in cash 4,799 24,106
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Notes on the Accounts

1

General information

Foreign & Colonial Investment Trust PLC 1s an Investrment Company, incorporated in the United Kingdom with a pnmary
Iisting on the London Stock Exchange The Comparty Registration number 1s 12901, and the Registered office 1s Exchange
House, Pnmrose Street, London, EC2A 2NY, England The Company conducts its affars so as 1o qualify as an Investment
Trust under the provisions of Section 842 of the Income and Corporation Taxes Act, 1988 Approval of the Company under
5842 has been recerved (subject to there bang no subsequent enguiry) n respect of the year ended 31 December 2006 and
all previous applcable financial years Such approval exempts the Company from UK Corporation Tax on gains realised in
the relevant year on its portfolio of fixed asset investments

2

Significant accounting policies

{a) Basis of accounting

b

—

The accounts of the Company have been prepared under the histoncal cost convention, medified to include fixed asset
nvestments at fair value, and In accordance with the Companies Act 1885, Acoounbing Standards applicable in the
Umsted Kingdom and with the Rewvised Statement of Recommended Practice *Financial Statements of Investment Trust
Companies” (SORP) 1ssued in December 2005

The functional and reporting currancy of the Company 1s pounds sterling because that 1s the currency of the pnmary
economic environment it which the Company operates

The Company had no operating subsidiaries at any time dunng the year ended 31 December 2007 Conseguently,
consolidated accounts have not been prepared

There have been no significant changes to the accounting policies dunng the year ended 31 December 2007

In accordance with the SORP, the Incomea Statement has been analysed between a Revenua Account (dealing with
items of a revenue nature) and a Caprtal Account (relating to items of a capital nature) Revenue returns include, but
are not hmited to, dwidend income and operating expenses and tax {insofar as the expenses and tax are not allocated
to capital, as descnbed in note 2b below) Net revenue returns are allocated via the revenue account to the Revenue
Resarve, out of which mtenm and fina! dvidend payments are made Capital returns include, but are not timited to,
reabsed and unrealised profits and losses on fixed asset investments and currency profits and losses on cash and
borrowings Nat caprtal returns may not be distnbuted by way of dvidend and are allocated via the caprtal account

to the Capital Reserves Dmdends payable to equity shareholders are shown in the Reconaliation of Movement in
Shareholders' Funds

Principal accounting policies
The policies set out below have been applied consistently throughout the year

{n Fixed assets Investments 7
As an nvestment trust, tha Company measures tts fixed asset nvestments at *fair value through proft or loss™ and treats all
ransactions on the realisation and revaluation of rvestments held as fixed assets, as transactions on the Capital Account
Investment purchases are recogresad on the relevant trade date, Inclusve of expenses which are ncdental to the
acquistion of the iInvestments Investment sales ars also recognised on the trade date, after deducting expenses incxdental
tothe sales Listed imvestments are valued at bid value at the close of busness on the relevant date on the exchange on
which the investment s Iisted  Investments which are not Isted or which are not frequently traded are stated at Directors'
best estimate of far value In armvng at they estrmate, the Diectors make use of recogrsed valuation techniques and
may take account of recent amns length transactions in the same or simiar nvestment instruments Whens no reliable fair
value can be estimated, investments may be camed at cost less any provision for mpayment With respect specifically
to Investmants in private equity, whether through funds or partnerships, the Diectors mly on unaudited valuations of the
undertying uniisted investments as supplied by the managers of thase funds or partnerships The Drectors regularly review
the principles applied by the managers to those valuations to ensure they are in compliance with the above polices

(v} Bomowings
Interest-beanng debenture stock, loans and overdraits are recorded at the proceeds receved, net of issug Costs,
imrespective of the duration of the instrument The fair markat value of the iong-term debenture stock 1s stated
note 17 on the accounts Finance charges, mncluding interast, are accrued using the effective interast rate method
and are added to the carrying amount of the mstrument 1o the extent that they are not settled in the penod See
(v} below for allocation of finance charges within the Income Statement

(in)  Forewgn currency
Foregn cunency assets and fiabiities are exprassed n sterfng &t rates of exchange ruing at the balance sheet date
Purchases and sales of nvastment secunties, dvidend income, interest income and expenses are transkated at the rates of
exchange prevaling at the respectve dates of such fransactons Exchange profits and kosses on fixed assets mvestments
am ncluded within the changes in far vaiue in the capital account Exchange profits and losses on other currency balances
are separataly credited or charged to the capital account except whers they relate to revenue tams
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Notes on the Accounts

2 Significant accounting policies (continued)

iv)

V)

(vi)

{vi)

{vin)

Income

Income from equrty shares 1s brought into the revenue account (except where, i the opinion of the Directors,

its nature Incdicates it should be recogrised as within the caprtal account) on the ex-dividend date or, where no
ex-dvdend date is quoted, when the Company's nght to recenve payment 1s established Fixed returns on non-
equity shares and debt securities are recognised on a time apportionment basis so as to reflact the effective yiald
on the investment Dwvidends are accounted for in accordance with Financial Reporting Standard 16 *Current
Taxation” {FRS16) on the basis of Incoms actually recervable, without adjustrnent for the tax credrt attaching to
the dvidends Dividends from overseas companias confinue to be shown gross of withholding tax Where the
Company has elected o receave its dvidends m the form of additional shares rather than in cash (scnp dvidends),
the amount of the cash dmdend foregone is recognised as Income Any excess In the value of the shares receved
over the amount of the cash dwvidend foregone 1s recogrised in capital reserves

Expenses, including finance charges
Expenses are charged to the Revenue Account of the income Statement, except as noted below

- axpensss iIncdental to the acquistion or disposal of fixed assets investments are included within the cost of the
investments or deducted from the disposal proceeds of investments and are thus ¢charged to capital reserve
realised wia the capital account,

- 100% of management fees, invoicad 1o the Company in respect of certain Private Equity investmaents, are
allocated to capital reserve raalised, via the capital account, in accordance with the Board's long-term expectad
spiit of returns from those investmants,

- 50% of cther management fees, including related imecoverable VAT, and 50% of finance costs (both net of applcable
tax relief) are allocated to capital reserve realised via the capxtal account, In accordance with the Board's long-term
expected spit of returns from the Investment portfolio (excluding private equity investments) of the Company; and

- 100% of the performance-related management fees, including related irecoverable VAT, as is directly
attnbutable to the realised and unrealised returns from investments recognised in the capital account in the
pencd, is allocated to capital reserve realised in the capital account Detalls of the performance-related fee
calculation are set out In note 4 on the accounts

All expenses are accounted for on an accruals basis

Taxation

Cefarred tax 1s provided in accordance with FRS19 on all tming differences that have cnginated but not reversed
by the Balance Shest date Deferred tax assets are only recognised If it 1s considerad more likely than not that
there will be surtable profits from which the future reversal of tming differences can be deducted In line with the
recommandations of the SCRP, the allocation method used to calculate the tax relef on expenses charged to
capital 1s the “marginal” basis Under this basis, if taxable income s capable of being offset entirely by expenses
charged through the revenue account, then no tax relief s transferred to the capital account

Capital Redemption Reserve
The nomunal value of Ordinary share capital repurchased for cancellabon 1s transferred out of Share Capital and
Into the Capdal Redemption Reserve

Caprtal Reserves
Capital reserve — realised

The following are accounted for i this reserve

- gans and losses on the realisation of fixed asset investments,

- realised exchange differences of a capnal nature,

- costs of professional advice, including retated irrecoverable VAT, refating to the capttal structure of the Company,
- other capital chargas and credits charged or credited to this account in accordance with the above policies, and
- costs of repurchasing ordinary share capiial

Capital reserve — unrealised

Tha following are accounted for in this reserve

- Increases and decreases In the valuation of fixed asset investments held at the year end, and

- unreafised exchange differences of a capital nature
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3 income

2007 2006
£'000s £'000s
Income from mvestments
UK dwmdends 33,007 36,150
UK fixed intarest 71 182
Qverseas dvidends 28,618 29,173
Scrip dwdends 214 316
61,910 65,821
Other Income
Interest on cagh and short-term deposits 1,002 1,052
Stock lending fees 326 270
Underwnting commission 4 50
Sundry ncoms 11 30
1,343 1,402
Total Income 63,253 67,223
Total Income compnses
Dnidends 61,839 65,639
Interest from investments 7 182
Other income 1,343 1,402
63,253 67,223
Income from investments compnses
Listed UK 32,763 36,110
Listed Overseas 28,832 29,464
Unhsted 315 247
61,910 65,821
¢
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Notes on the Accounts {continued)

4 Management and performance fees
2007 20086
£'000s £'000s £'000s £'000s
Payable drectly to F&C Management Limited (F&C)
—n respect of management servicas prowided by F&C ® 6,074 5,215
- reimbursement in respect of services provided by
Adwisers and Sub-Managers [0} 2,518 2,528
8,592 7,743
- n respect of performance fees 0] _6,170 1,686
14,762 9,429
Payable directly to Pnvate Equity Managers m 505 529
Incurred indirectly within Funds
— managed by Sub-Managers ® - 83
—managed by Private Equity Managers 2 4,337 1,215
4,337 1,208
19,604 11,256
VAT sufferad on
- management fees ™ 361 376
- performance feas v = 70
361 446
Totat direct and indirect management,
and performance fees 19,965 11,702
@ 50% of Ihasa fees gre allocated 1o captal reserve reaised
) 100% of thesa fees ara eocated 1o capital reserve realised
fii) Indvectly incurmed fees are nchuded within the valug of the especive funds
i) Wilh effact from September 2007 VAT i no kinger suffered on management and performance fees (see note 5)
Directly incurred fees are analysed as follows
Management fees
2007 2008
£'000s +'000s
— payable directly to FAC 8,592 7743
- payable directly to Private Equrty Managers 505 529
9,097 8272
VAT suffered 361 376
9,458 8,648
Less allocated to captal reserve realised {4,981) {4,589)
Allocated 1o revenus account 4,477 4,059
Performance fees payable to F&C 6,170 1,686
VAT suffered - 70
Allocated to capital reserve realised 6,170 1,756

(a) Management fees payable to F&C Management Limited

F&C Management Limited {the Manager) prowides investment management, company secretanal, financial, marketing

and general administrative services to the Company under the terms of an agreement which may be terminated upon six
meonths” notice given in wrrting by either party In the event that there 1s a change of control of the Manager, the Company 1s
entitled to give the Manager three months' notice in witing The bases of calculation of fees and fee rates for these senvices,
In 2006 and 2007, are set out below
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4 Management and performance fees (continued)

Management
Fee Basis

Fixed Fee

Adjusted for fees sarned by the Manager in respect of Investment holdings managed or advised by the
Manager or its fellow subsicianes

Vanable foes

Equal to the cost of fees paid by the Manager to third party advisers and sub-managers in respect of the
Company's Japanese and US large and medium cap portfolios

Management
Fee Rate

Fixed Fae of £6 39m (2006 £5 65m) per annum, payable monthly in arrears, less fees of £0 32m
(2006 £0 44m) earned by the Manager in respect of Investment holdings managed or advised by
the Manager or 1ts fellow subsidianes With effect from 1 January 2008 the fixed fee was increased to
£6 71m per annum

Vanable feas payable monthly in anears

Performance
Fee Basls

Benchmark performarce

Payable on out-performance of the adjusted net assets for annual pencd ending 31 Decernber 2007,
(in the 17-month period to 31 Decembear 20086} over the composite benchmark (defined on page

20). plus a hurdle of 0 5%, but with performance in excess of 3 5% over the benchmark, or under-
performance of the benchmark, camed forward for inclusion in the calculation for the subsequent
penod If the Company’s share price at the end of the penod 1s lower than at the start, the fee payable
will be deferred until the share price increases over any subsequent performnance fes period

For the year ending 31 December 2007, the adjusted net asset performance of 14 7% represented
out-performance of the composita banchmark by 6 3% (17 month pericd ending 31 Decamber 2006,
1 6% out-performance) Cut-performance of 2 8% (2006 nil) 1s carned forward for inclusion in the
calculation for the subsequent penod

Cilose peer group performanca

Payable on out-perforrnance of tha adiusted net assets for annual penod ending 31 Decamber 2007
over the Close peer group {as referred to on page 20} Clase peer group performance was not applcable
for the year ended 31 December 2006

For the year ending 31 December 2007, the adjusted net asset performance of 15 8% represented
out-parfarmance of 1the Close Peer Group by 1 8% (17 month penod ending 31 December 2006, not
apphcable} ¢

Performance
Fee Rate

Benchmark performance

5% of out-performance Net assets ame adjusted for the cost of share buy-backs, dvidends paid and
the excess of the market value of the debentures over therr cost (2006 10% of out-performance) No
benchmark or peer group performance fes has been accrued i respect of VAT recoverable {see note 5)
relating to penods pror to the intreduction of the performance fee structures In August 2005

Close peer group performance

5% of cut-performance Net assets are adjusted for dvdends pard and the excess of the market value of
the debentures over ther cost (2006 not applicable)

{b) Management fees payable to Private Equity Managers

At 31 Decemnber 2007 the Company had commitments in five Private Equity Funds managed by Panthecn Viantures Limsted (2006
thres) and nine Private Equity Funds managad by HarbourViest Partners LLC (2006 s Fees in respect of the Pantheon Eurcpe
Fund It are paid quarterty, directly to Pantheon Ventures Limited, at a rate of O 65% per annum (2006 0 65%) based on capital
commitments Thesa fees are allocated fully to caprtal reserve realsed Fees m respect of all other Prvata Equrty Funds are basad on
capal commitments and are charged quarterly agamst the underyng Investments in thoss funds The fees are not diectly ncurred
by the Company The fee rates apphyng dunng 2007 vaned from 0 5% per annum to 1 95% per annum (2006 0 5% to 1 25%)
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Notes on the Accounts (continued) -

5 Recoverable VAT

2007 20086

£'000s £'000s

Recoverable In respect of Management Feas 4,822 -
Recoverable i respect of Performance Fees 178 -
Total racoverable 5,000 -
Less allocated to capital reserve realised (1,589) -
Allocated to revenue account 3,411 —

The Asscciation of Investment Companies and JPMorgan Claverhouse Investment Trust lodged a joint appeal in 2004 for
the payment of management and performance fees (' fees") by Investment Trusts to be treated as exempt from VAT In June
2007 1the European Court of Justice {ECH) found in favour of the appefiants, declanng that investment Trusts should be
treated as special Investment funds and thus exempted from VAT on fees A separate decision by the House of Lords on the
Conde Nast Case in January 2008 ruled that the imposition of a three yaar capping by HM Revenue and Gustons (HMRC) ,
refating to claims submitted prior to January 1997, was invald

HMRC has announced that t would not appeal against either decision, enabling the Company’s Manager (F&C Management
Limited) to reclaim a proportion of VAT paid on behalf of the Company to HMRC in respect of penods between Apnl 1890
and December 1995 and further penods since April 2001

The amounts recoverable by the Manager on behalf of the Company, and the timing of the recovenes, are dependent upon
negotiations between the Manager and HMRC, on the one hand, and between the Manager and the Company on the cther
Taking into account HMRC's acceptance of the ECJ and Conde Nast decisions, the Directors believe that the negotiations
with the Manager have reached a position of clarty such that the Company 1s confident of recoverng at least £6m of VAT
via the Manager n respect of the relevant periods This sumn has been recognised as a separate item within the Income
Statement in the current year It has been alfocated between revenue and caprtal returns in accordance with the accounting
policies applicable to allocation of faes at the time the VAT was suffered

The Directors are unable to state with certanty the extent to which they belleve amounts in excass of the £5m slready
accrued will be recoveraed via the Manager

6 Other expenses

2007 2006
£'000s £000s
Auditors' remunarahan

for audit services 63 ¢ 58
for other services” 26 17
Custody fess 345 310

Directors' Remuneration (see below)
fees for services to the Company 338 3865
benefits paid to former Directors - 10
Subscriptions 37 88
Drectors’ and Officers' llability insurance a2 a9
Marketing expenses 608 555
Prvate Investor Plan expenses 912 1,009
{oan commitiment fees A a1
Registrars’ fees 85 128
Professional charges 151 33
Pnnting and postage 2n 339
Sundry expenses 169 154
3,128 3,247

Total Audiiors emuneration exclusne of VAT for other sarvices amounts to £25 002 {2006 £28 000) of whvch Pl (2008 £13 000) was charged to capital
reserve reaised

All expanses ars staled gross of rrecoverabila VAT where apphicable
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6 Other expenses {continued)
Directors' remuneration and contracts

{a) Remuneration from the Company

The Company had no employees during the year The amounis paid by the Company to tha Directors of the Company,
which were for services as non-executve Directors and which did not include any payments or nghts to pensions, are

datailed in the Directors’ Remuneration Report on pages 29 and 30

{b) Remuneration from related parties
No Director recewed remuneration dunng the year for services 1o related parties

{c) Directors’ interests in shares
The interests of the Directors in the ordinary shares of the Company were as follows

31 Dacember 2007

31 December 2006

Beneficial Other Beneficial Cther
Sir Michael Bunbury 97,000 17,500 97,000 17,500
Ronald Gould 3,316 - 2,082 -
Christopher Keljik 43,633 - 42,884 -
Mark Loveday 100,000 35,000 100,000 35,000
Ewan Macpherson 14,500 - 14,500 -
John Rennocks 70,860 - 65,465 -
Maxwell Ward 30,000 - 30,600 -

The Company's register of Directors” interests conteens full details of Directors’ shareholdings

Snce tha year end Ronald Gowd has acquwed a further 199 ordnary shares There have been no changes n anty of the other Directors sharehokdfings detailed
above No Dwector held any interests in the issued stocks or shares of the Company other than as stated above Stephen Buriey and S Roger Bone were

apponted followang the year end and as yel do not hold any ordinary sharas
{d) Directors' interests (n contracts

No contract of significance, to which the Company or any of its subsidiary undertakings 1s or was matenally interested,

subsisted dunng the year

{e) Detalls of aggregate remuneration

Dunng the year the aggregate amount of emoluments, paid to or recetvable by the Directors for therr senices as Dwegtors
of the Company and their services, while a Director of the Gompany, as Director of any of its substdiary undertakings or
otherwise 10 connection with the management of the affars of the Company or any of ts subsidiary undertakings was
£338,000 {2006 £365,000) Emaoluments atinbutable to the highest paid Directar amounted to £62,500 (2006 £59,000)

7 Interest payable and similar charges

2007 2006
£'000s £000s
Debenture stocks 12,399 12,399
Foraign currency loans 1,718 2,397
Qverdrafts 611 178
14,728 14,974
Less allocated to capttal reserve realised (see note 20} {(7,364) {7,487)
7,364 7.487
The interest on debenture stocks, foreign curmency loans and overdrafts Is further analysed as follows
Loans and overdrafts repayable within one year, not by instalments 2,329 2,575
Loans and overdrafts repayable between two and five years, not by instalmsents - -
Dabentures repayable in more than five years, not by instaliments 12,399 12,399
14,728 14,974
Repart and Accounts 2007
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Notes on the Accounts (continued)

B Taxation on ordinary activities
{a) Analysis of tax charge for the year

v

2007 2006

Revenue Capital Total  Revenue Capital Total

£'000s £'000s £'000s £'000s £'000s £'000s

Corporation tax at 30% (2006 30%) 5,761 (3,071) 2,690 3,530 {711) 2,819
Relef for overseas taxation (2,690) - {2,690) {2,819) - (2.819)
3,071 (3,071} - 711 711) -

Overseas taxation 2,723 284 3,007 2,976 45 3,021
Precompte ~ recovery of tax cradis - - - 2) - 2)
Total current taxation {note 8b) 5,794 (2,787) 3,007 3.685 (666) 3,019
Deferred tax 14 {14) - 561 (561) ~
5,808 {2,801) 3,007 4,248 (1,227) 3,019

Deferred tax i the revenus account ts In respect of corporation tax on accrued income that will be taxed in future years
Thera 1s no effect on the total tax charge, or the assets or liabilties of the Company, duse to utiisation of tax deductible

expenses transferred from the capnal account

{b) Factors affecting tax charge for the year

2007 2006
. Revenue Capital Total Revenus Capiial Total
£'000s £'000s £'000s £'000s £'000s £'000s
Return cn ordinary activities before taxation 51,717 270,744 322,461 52,443 189777 242,220
Return on ordinary activities multiphed by the 15,515 81,223 96,738 15,733 56,933 72,666
standard rate of UK corporahon tax of 30%
(2006 30%)}
Effects of
UK franked dnadends* {9,902) - (9,902) (10,8495} - (10,845)
Overseas tax in excess of doubte tax relief 3 - 3 128 - 128
Oversseas Income not subject to corporation tax (66} - {66) {168) - {168)
Capital returns™ - {86,332} (86,332) - {61,118) (51 A19)
Precompte ~ recovery of tax credits - - - {1) - m
Expenses not deductible for tax purposes 216 A 247 229 36 265
Expenses utksed from pror years - - - (1,391) - (1,391)
Expenses nct utiised i the year - 2,007 2,007 - 3,430 3,438
indhan tax on capital gans - 284 284 - 45 45
Total currant taxaton (note 8a) 5,794 (2,787) 3,007 3,685 {666) 3,019

* Thase itams are nat subject ta corporation tax willvn an imvestment 1rust comoany

The deferred tax asset of £17 4 milion (2006 £15 4 milion) m espect of unutiised expenses at 31 Decamber 2007 has not
been recognised as it Js ikely that the unrecognised asset will Increase In amount in future Of this amount £nif (2006 il
raiates to revenue expensas and £17 4 million (2006 £15 4 millon) to capital expenses
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9 Retum per share

2007 2007 2008 2006
pence £'000s pence £'000s
Total return 44 50 319,454 3059 239,201
Revenwe retum 640 45,909 618 48,197
Capital return 3810 273,545 24 43 191,004
Waighted average ordinary shares in 1ssue 717,944,021 781,891,005
10 Dividends
2007 2006
Dmdends on ordinary shares Register date Payment date £000s £'000s
2005 Final of 2 55p 7 April 2006 24 May 2006 - 20,383
2008 Internim of 2 45p 4 August 2006 11 September 2006 - 18,800
2006 Final of 2 85p 16 March 2007 9 May 2007 21,081 -
2007 Intenm of 2 70p 10 August 2007 11 September 2007 19,141 -
40,222 39,183

The Directors propose to pay a final dvidend in respect of the year ended 31 December 2007 of 3 15p payable on 8 May 2008

to all shareholders on the register at close of business on 25 March 2008 The proposed final dvdend 1s subject to approval

by sharsholders at the Annual General Meating and has not been included as a liabiity In these financial statements  The total
dradends payable In respect of the financial year which form the basis of Section 842 of the Income and Corporaton Tax Act 1988

are set out below
2007
£'000s
Net revenue avallable for distnibution by way of dmdends for the year 45,909
Intenm dmdend for the year ended 31 December 2007 — 2 70p per share (19,141)
Proposed final dwidend for the year ended 31 December 2007 — 3 15 per share
{estmated cost based on 683,560,943 shares in 1ssue at 7 March 2008) (21,532)
Estimated undistrbuted revenue for Section 842 purposes” 5,236
Undistrbuted revenue compnses 8 46% of ncome from invastments of £61 910 000 (see nate 3)
P
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Notes on the Accounts (continued) -

11 investments

Listed* Unhsted Total
£'000s £'000s £'000s
Cost at 1 January 2007 1,775,497 106,568 1,882,085
Unrealised appreciation/{depreciation) at 1 January 2007 700,820 {3.989) 696,631
Valuation at 1 January 2007 2,476,147 102,579 2,578,506
Moverments in the year
Purchases at cost 1,446,900 106,757 1,553,657
Sales - proceeds (1,732,088) (24,249) (1,756,337)
- realised gains 44,787 13.800 58,687
Mavemant in urvrealised appraciation 207,729 22,182 229,911
Valuation at 31 Decernber 2007 2,443,445 221,069 2,664,514
Cost at 31 December 2007 1,787,646 203,938 1,991,585
Unreatised appreciation B55,799 17,130 672,929
Vatuation at 31 December 2007 2,443,445 221,069 2,664,514
inciudes Kvastmants listed on the Altemative irvastment Markat
2007 2006
Gams/(losses) on investments £'000s £'000s
Realised gains based on historical cost 312,199 216,483
Less amounts recognised as unrealised i pravious years (253,612) (225,705)
Realsed gans/fosses) basad on camying value at previous balance shest date 58,587 (8.212)
Net movement in uniealised apprecration 229,911 208,765
Gains on mvestments 288,498 199,553
2007 20068
Stock lending £'000s £'000s
Aggregate value of securities on foan at 31 December 88,615 72,328
Maximum aggregate value of secunties on loan dunng the year 159,439 52,871
Income from stock lending durng the year 326 270

In respect of securiies on loan at the year-end, the Company held £97,644,000 (2006 £76,393,000) as collateral, the

value of which exceeds the value of the loan secunties by 10 2% (2006 6%) In respect of the maximum aggregate value of
securities on loan dunng the year, the Company held £167,868,000 (2006 £100,455,000) as collateral, the value of which
exceeded the value of the secunties on Joan by 5 3% (2006 8 1%} F&C recened remuneration of £82,000 (2006 £83,000)
for managing part of the Company’s stock lending actvties

investments managed or advised by the F&C Group

Investments include £30 0 millon (2006 £28 0 milion) of funds and Investments managed or advised by the Company’s
Manager (F&C) or its subsidianes These investments represent 1 1% (2006 1 1%) of total assets less current liabilities
{excluding loans} of the Company Under the terns of the Gompany’s Management Agreement with F&C set out In note 4,
the managerment fee calculation excludes the value of all such holdings During the year the Company purchased £53 7m
(2006 £0 3m) of such nvestments, and receved £48 7m from sales

Unlisted investments

Unisted mvestments include £186 8 milion of nvestments descnbed as Private Equity, together with £24 2 million of other
investments in Funds or Parinerships, the underiying portfolios of which compnse principally of unlisted investments These
are valued In accordance with the policies set out In note 2 on the accounts

It 15 1 the nature of private equity and simitar untsted investments that they may be loss-making, with no cartainty of survival,
and that they may prove difficult to realise The concept of “far value” as applied o such nvestments 1s not precise and their
uttimate realisation may be at a value significantly different from that used in the accounts
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12 Subsidianes and substantial interests
Subsidiary undertakings
The consolidation of the subsidiary undertakings 1s not matenal for the purpose of gmng a true and fair view and hence in
accordance with Section 229 of the Companres Act 1885, the Company has not prepared consolidated accounts
Al 3% December 2007

Country of registration, Number and class of Holding Capital and reserves
Incorparation and operation  shares held % £'000s

F&C Secunties Limited England 100 ordinary shares of £1 100 (538)

(dormant — investrment dealing}

Company and business

Substantial interests
At 31 December 2007 the Company held more than 5% of one class of the capital of the following undertakings held as
Investments, none of which, in the opinion of the Directors, represent a participating interast

Country of registration Holding
Investment and Incerporation Number and class of sharas held %
Espnt Capital Fund 1 LP England - 6 40
Caithness Petroleun British Virgin Isiands 147,224 ordinary shares 77
Dover Street VI L P USA - 1112
Dover Street VIIL P USA - 1278
F&C Portfolios Fund SICAV
European High Yield Bond Fund*t LuxemboLrg 1,387,000 shares 3925
F&C US Smaller Companies PLC* England 4,368,169 ordinary shares of 25p 2043
Fronters Capital Il L P England - 790
HarbourVest International - Direct FundLP USA - 15 66
Latin Amencan Extra Yield Fund® Eirg 965,000 shares 47 22
Memll Lynch Latin Amencan Investment Trust England 4,860,012 shares 1017
Pantheon Europe Fund Il LP USA - 44 41
Pantheon Europe Fund V LP Scotland - 930
Pantheon Asia Fund IV LP Channel Islands - 840
Pantheon Asia Fund vV LP Scotland - ¢ 840
Utihce Emerging Markets Limited Bermuda 18,851,661 ordinary shares of 10p 1138
3,790,332 warranis 1165
Utihico Limited Bermuda 8,955,990 ordinary shares of 10p 11 22
1,486,273 warrants 2008 12 30
409,275 warrants 2012 1139
Utlico Finance Limited Bermuda 3,824,705 zerc dvidend preference 177 52p shares 841
U8 Ventures Senes |l Cayman Islands 266,650 shares 4111
* Imvestment funds managed by companies within the FAC Group ,
t The holding represents 140% of the voling nghts i ths F&C Portiofios Fund SICAY
13 Debtors
2007 2006
£000s £'000s
Investment dabtors 673 3,990
Prepayments and accrued income 9,769 4,927
Overseas taxation recoverable 196 281
Other debtors 3 3
10,641 9,201
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Notes on the Accounts (continued)

14 Creditors amounts falling due within one year

>

Foreign currency loans 2007 2006
Non-instalment debt payable on demand or within one year £'000s £°000s
¥ 5,985m repawd January 2008 26,413 -
US$130m repaid January 2008 65,307 -
¥9,800m repaid January 2007 - 42,453
LS850m repaid January 2007 - 25,547

92,220 68,000

The exchange rates at which short-term debt was converted to sterkng 1s US$1 9906 and ¥222 3799 At 31 December 2007
the Company had committed loan facdities of £30 mulion and £40 milion expinng In October 2008, upon which commitment
comimission 1s charged on undrawn amounts at commercial rates  The terms of these loan facikties, including those relating to

accelerated rgpayment and costs of repayment, are typica! of thosa normally found in a facility of this nature

At 7 March 2008 short-term borrowings totalled £92,574,000

15 Creditors amounts faling due within one year

2007 2006

Other £'000s £'000s
Cost of ordinary shares repurchased 4,929 20,985
Investment creditors 356 2,337
Parformance fee 6,170 3,684
Other accrugd expenses 2,865 2,329
14,320 29,335
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16 Goeographical and industnal classification

North Es;olf: Daveloped Emerging 2007 2006

LK Amenca Japan Asia  Markets Total Tota!
a) % % % % % % % Y%
Equities and convertibles
Oil and gas 68 17 10 o2 06 16 19 17
Basic matenals 35 15 03 08 14 22 97 53
Industrals 19 18 06 05 015} 07 61 85
Consumer goods 36 19 17 13 06 10 1C1 73
Healthcare 26 27 09 03 02 (034 69 74
Consumer services 20 16 10 03 03 06 58 82
Telecommunications 29 05 (034 02 08 12 58 47
Utiliies 25 06 G2 01 - 01 35 52
Financials 136 36 30 08 16 29 255 298
Private equity - 37 36 - - - 73 35
Technology 07 34 06 04 - 07 58 74
Total squities and convertibles 40 1 230 131 49 61 112 98 4 9890
Fixed interest stocks - - 05 - - - 05 o7
Total Investments 401 230 136 49 61 112 989 997
Nei current assets (excluding loans) 03 04 03 - - 01 11 03
Total assets less current habilives

{excluding loans) 40 4 234 139 49 61 13 1000
Total 2006 428 208 145 58 40 120 1000
North  Europe Developed Emerging 2007 2006

UK  Amerca ax UK Japan Asia Markets Total Total
b} % % % % % % % %
Net assets 2007 3es 226 152 43 66 124 1000
Net assets 2006 414 214 154 45 43 130 1000

L4

Note Geographscal classification of tha ivestment held as fixad asseis i3 determned by the cumency to which tha maor part of the investea company's business
15 exposad

17 Creditors amounts falling due after more than one year

Debentures
2007 2006
£'000s £:000s
11 25% debenture stock 2014 — secured 110,000 110,000
4 25% perpstual debenture stock — secured 575 575

110,575 110,575

The debenture stocks are listed on the London Stock Exchange and are secured by floating charges over the assets of the
Company and are stated at nomnal valug The 11 25% debenture stock 2014 1s redesmable at par on 31 Decernber 2014
The market value of the debenture stocks at 31 December 2007 was £143,772,000 (31 December 2006 £152,037,000)

The terms of the debenturs stocks wiich have been Issued, Including those retating to acselerated repaymant and the cost of
repayment, are typical of those nomally found in finanoia! instruments of this nature Covenants contained within the 11 25%
debenture stock agreement precluds the Comparnty from hawving, at any time, borrowings, mclusve of the debentures at cost, in
excess of the value of Share Capital and Reserves of the Company (as defined in the agreement)
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Notes on the Accounts (continued)

18 Share capital

»

Authonsed Issued and fulty paid
Nominal Nermmnal
Number £'000s Number §:'000s
Equity share caprtal ordinary shares of 25p each
Shares repurchased by the Company - (64,658,023} {16,164)
Balance brought forward 1,103,600,000 275,900 749,976,615 187,494
Balance carned forward 1,103,600,000 275900 685,318,592 171,330

64,658,023 ordinary shares were repurchased and cancelled duning the year at a total cost of £186,422,000 Since the year
and 1,767,649 ordinary shares have been repurchased at a total cost of £5,411,000

1§ Capital redemptron reserve

2007 20086
£'000s £'000s
Transfer from share capital on repurchase of ordinary shares 16,164 18,320
Balance brought forward 75,268 55,948
Balance carned forward 91,432 75,268
20 Otherreserves

’ Capital reserve  Caprtal reserve Capital reserves Revenue
- realsed - unrealised - total reserve
£'000s £'000s £'000s £'000s

Gains and losses transferred In current year
Realised gain on investments 58,587 - 58,587 -
Transfer on disposal of Investments 253,612 {253,612) - -
Increase in unrealised appreciation on investments -~ 229,911 229,911 -
Exchange gains and losses on currency balances 989 (1,714) (725) -
Management fees and related VAT {see note 4} {4,981) - {4,981} -
Performance fea and related VAT (see note 4) {6,170) - {B,170) ¢ -
VAT recovery {see note 5) 1,589 - 1,589 -
Interest expense (see note 7) {7.364) - (7.364) -
Taxation of a capital nature {(see note 8) 2,801 - 2,801 -
Other capital charges and credits {103} - {103) -
Revenue return attributable to equity shareholders - - - 45,909
Total gains and losses transferred in gurrent ysar 298,960 (25,415) 273,545 45,809
Cost of ordinary shares repurchased in year (196,422) - (196,422) -
Dandends paid in year - - - (40,222)
Balanca brought forward 1,334,008 696,560 2,030,568 114,810
Balance camed forward 1,436,546 671,145 2,107,691 120,497

included within the capital reserve moverment for the year 1s £1,322,000 (2006 £1,329,000 of dividend receipts recognised as capital
nnature £3,201,000 of transachon costs on purchases of mvestments ae ncluded within the capdal reserve moverments disclosed

above (2006 £2,772,000) £2,968,000 of transaction costs on sales of vestments are semilarly included (2006 £2,714,000)
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20 Other reserves {continued)

Distributable caprtal reserves

Under the terms of the Company's Articles of Association, sums standing to the credit of Capital reserves are distnbutable
only by way of redemption or purchase of any of the Company’s own shares, for s0 long as the Company cames on
business as an Investment Company Company Law states that Investment Companies may only distnbute accumulated
‘realised” profits

The [nstitute of Chartered Accountants in England and Wales (ICAEW), in 1its techrical guidance TECH 01/08, states

that profits ansing out of a changs n far value of assets, recognised i accordange with Accounting Standards, may be
distnbuted, provided the change recognised can be readily convarted Into cash Secunties listed on a recognised stock
exchange are generally regarded as being readily convertible into cash and hence unrealised profits in respect of such
secunties, cunrently ncluded within the Unrealised Capital Reserve, may be regarded as distributable under Company Law

This technical iInterpratation of the meaning of distnbutable reserves would, as a consequence, give nss at 31 December 2007
to capital reserves available for distnbution of approximately £2,091m, and non-distnbutable caprtal reserves, excluding the
capral redemption reserve, of approximately £16m

21 Net asset value per ordinary share

2007 2006
Net asset value per share (with debenture stocks at norminal value) — pence 363 47 321 10p
Net assats attributable at end of penod - £'000s 2,490,950 2,408,140
Ordinary shares 1n1ssue at end of year — number 685,318,592 749,976,615

Net asset value per share cum dividend {with dabenture stocks at market value) was 358 63p (31 December 2006 315 57p)
‘The market vaiue of depanture stocks at 31 December 2007 was £143,772,000 {31 December 2006 £152,037,000)

22 Reconciliation of total return before finance costs and taxation to net cash inflow from operating activities

2007 2006 .
£'000s £'000s \
Total return before finance costs and taxation 337,189 257,194 ‘
Adust for returns from non-operating actvities
— Gans on investrnents held al far vaiue {288,490} {199,553)
— Exchange gans and losses of a caprtal nature 725 4,177)
- Non-operating expenses of a capital nature 103 L, 121
Return from operating actmvties 49,518 YSS.E&S
Adjust for non cash-flow tems
- Exchange gains and losses of a revenue nature {22) {13)
- Decreasa/(increase} In accrued income 287 (318)
- (Increasey/decrease In debtors (4,963) i3
- Increass in creditors 2,453 770
- Scrip dvidends (214) {316)
- Qverseas taxation (2,914) {3,203) ‘,
— Effective yield adjustment (30 (135)
Net cash inflow from operating actmties 44,115 50,383
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23 Reconciliation of net cash movement to movement in net debt

2007 2006
£'000s £'000s
Net cash movement 4,799 24,106
Increase in loans (23,537} (76.520)
Movement In net debt resutting from cash flows (18,738} {51,414)
Exchange movement (725) 4,177
Movement in net debt in the year (19,463} 47,237)
Net debt brought forward {150,422) (103,185}
Met debt carmed forward {169,885) {150.422)
Balance at Exchange Batance at
1 January 2007 Cash flow Movemant 31 December 2007
£'000s £'000s £'000s £'000s
Represented by
Cash at bank 28,153 4,799 (42) 32,910
Fareign currency loans (68,000) 23,537) 683) {92,220)
Debentures (110,575) - - (110,575}
{150,422) {18,738) (725) {169,885}
24 Contingenctes and capital commitments
{a) Contingencies .
At the year-end the Company had guarantesd rental commitments by F&C Management Limited (F&C} in respect of
a property leased and fully sub-let by FAC Eursko BV has provided a full ndemnity to the Cormpany 1n respect of this
guarantee There has been no change in the guarantse or the indermnity since the year-end
{b) Capital commitments
The Company had the following capital commitments at the year end
2007 2006 2007 2006
Currency Currency £'000s £000s
HarbourvVest Partners Vil ¢
- Buyout Partnership Fund L P uss28 1m  US$H41 3m 14,106 21,123
- Venture Partnership Fund L. P Us$123m  US$HI7 1m 6,179 8,737
— Mezzanine Fund L P US$5 3m US$7 6m 2,683 3,803
Dover Street VIL P US$221m  US$456m 11,100 23,285
Dover Strest VIl L P UsS$75 om - 37,677 -
Harbourvest Partners V1 - Asia Pacific and Rest of World L P US$17 5m  US$22 4m 8,791 11,432
Harbourvest Partners VIl
- Buyout Partnership Fund L P US$48 6m - 24,415 -
- Venture Partnership Fund L P UsS336 om  US$396m 18,085 20,234
Harbourvest Partners V — Direct Fund L P €34 5m - 25,340 -
Pantheon Europe Fund ll L P €32 2m €51 1m 23,650 34,402
Pantheon Europe Fund vV L P €82 Om - 60,228 -
Pantheon Asia Fund W L P USE3s Om  USBAS EM 19,080 23,376
Partheon Asia Fund VL P US$50m - 25,118 -
Pantheon Global Secondary Fund It L.P US$353m  US$450m 17,708 22,993
Esprt Capital Fund 1L P £21m £14m 2,0M 1,389
Frontiers Capital Il LP UsS$0 02m  US$002m 8 8
296,249 170,872
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25 Related Party Transactions
The following are considered related parties The Board of Directors (the “Board™) and F&C Management Limited ("F&C")

There are no transactions with the Board other than aggregated remuneration for services as Directors as disclosed in the
Drrectors' Remuneration Report on pages 29 and 30, and as set out in note 6 on the accounts There are no outstanding
balances with the Board at year end Transactions betwean the Company and F&C are detaled 10 Note 4 on management
and performance fees, In note 11, where stock lending fees and investments managed and advised by FAC are disclosed,
and in note 15, in relation to performance fees owad to FAC at the Balance Sheet date The Fund Manager, Jeremy Tigue,
who 15 an employes of F&C, had a beneficial interest In 279,220 ordinary shares of the Company at 31 December 2007 and
281,204 at 7 March 2008

26 Financial Risk Management X

The Company Is an Investment Company, Iisted on the London Stock Exchange, and conducts is affars so as 1o qualfy in the
United Kingdom {UK) as an Investment Trust under the provisions of $B42 of the Income and Corporation Taxes Act, 1888 In
50 qualifyng, the Company 1s exempted in the UK from corperation tax on capital gains on its portiolio of investments

The Company’s Investment cbjectiva s to secure long-tarm growth In caprtal and income through a policy of Investing
primarily In an internationally diversified portfolio of publicly lIisted equities, as well as unlisted secunities and private equity,
with the use of geanng In pursuing the objectwve, the Company 1s exposed to financial nsks which could resutt In a reduction
of erther or both of the value of the net assets and the profits availabla for distribution by way of dvidend These financial
nsks are pnncipally related to the market {currancy movernents, interest rate changes and secunty pnce movements),
hquidity and credit The Board of Directors, together with the Manager, 1s respanstble {or the Company’s nsk management,
as set out In detall In the Business Review The Directors' policies and processes for managing the financial nsks are sat out
in {a}, (b} and {c} below

The Accounting pelicies which govern the reported Balance Sheet carryng values of the underlying financial assets

and hkabiliies, as well as the related income and expenditure, are set out In note 2 on the accounts The policies are in
comphance with UK Accounting Standards and best practice, and include the valuation of finaneial assets and habiities at
fair vaiue, except as noted in (d) below and in note 17 in respact of Debenture Stocks The Company does not make use of
hedge accounting rules

{a) Market Risks

The far value of equity and other financtal secunties held in the Company’s portfolio fluctuates with changes 1n markst prices
Prices are themselves affected by movements In currencies and (nterest rates and by other financial Issues, including the
market perception of future nsks The Board sets policies for managing these nsks wathin the Company’s obyective and
mests regularty to review full, timely and relevant informatron on investment performance and financial rasutts The Manager
assesses exposure to market nsks when making each investment decision and monitors on-going markat nsk within the

portfoho
¢

The Company's other assets and liabilities may be denominated in currencies other than stering and may also be exposed
to Interest rate nsks The Manager and the Board regularty monrtor these nisks The Company does not normally hold
signficant cash balances Borrowings are Imited to amounts and currencies commansurate with tha portfolio’s exposure
to thosa currencies, thereby miting the Company’s exposure 1o future changes In exchange rates Debenture stocks were
issued as part of the Company's planned geanng All contracts and compliance with them, including the Debenture trust
dsed, are agreed and monitored by the Board Geanng may be short or long-tem, in Sterding and foreign currencies, and
enabies the Company to take a long-term view of the countrias and markets in which it 18 nvested without having to be
concerned about short-term volatiity

Income earned in foreign currencies 1s converted to Sterling on receipt The Board regularly monitors the effects on net
revenue of Interest earned on deposits and paid on geanng
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26 Financial Risk Management (continued)

Currency exposure
The farr value of the Company's assets and labilities at 31 December, by cumrency, are shown below

Short-term

Short-term Cash and unsecured Short-term Net

Investrents debtors deposis Debentures loans creditors exposLre

2007 £'000s £'000s £'000s £'000s £'000s £'000s £'000s
Sterling 1,063,352 7,790 13,587 (110,575) - {13,019) 961,135
US Dollar 786,361 821 9,549 - (65,307) {1,301) 730,123
Euro 252,396 1,250 7.333 - - - 260,979
Yen 132,888 71 465 - (26,913} - 106,611
Other 429,517 709 1,978 - - - 432,202
Total 2,664,514 10,641 32,910 {110,575) {92,220) (14,320 2,450,950

Short-term

Short-term Cash and unsecurad Short-term Net

lnvestments debtars deposits Debentures loans craditors exposure

2006 £'000s £'000s £'000s £'000s £°000s £'000s £'000s
Sterling 1,131,884 4,255 14,901 {110,575 - {26,815) 1,013,650
US Dollar 613,870 2,644 8,922 - {25,547) (2,520) 597,369
Euro 273,016 1,192 365 - - - 274,573
Yen 147,295 a0 2,275 - (42,453) - 107,207
Othar 412,631 1,020 1,690 - - - 415,341
Total 2,578,696 9,201 28,153 (110,575) (68,000 {29,335) 2,408,140

The pancipal currancies to which the Company was exposed were the US Dollar, Euro and Yen The exchange rates
applying aganst Sterling at 31 Decermnber, and the average rates dunng the year, were as follows

2007 Average 2006
US Dotar 1 9906 19572 20023
Euro 13615 14842 14587
Yen 22238 23320 533 50

Based on the financral assets and liabilities held, and exchangs rates applying, at each Balance Shest date, a weakening
or strengthening of Sterling against each of these cumencies by 10% would have had the following approximate effect on
annuahsed income aftar tax and on net asset value {NAV) per share

2007 2006

uss € ¥ uss € ¥

Weakening of Sterling £000s £°000s £'000s £'000s £'000s £'000s
Income Statement Return after tax

Revenua Return 309 468 142 442 133 450

Capital Return 72,806 26,041 10,608 51,538 37,160 10 687

Total Return 73,115 26,509 10,750 51,880 37,293 11,237

NAV per share — penca 10 67 387 152 693 497 150
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26 Fmancial Risk Management {continued)

2007 2006

uss € ¥ uss € ¥

Strengthening of Sterling £'000s £'000s £'000s £'000s £'000s £'000s
Income Statemant Reiurn after tax

Revenue Peturn {309) {468) {142} {442) {133) {550)

Capital Return (72,806) {26,041) (10,608) {51,538) (37,160} (10,687)

Total Return (73,115) (26,509) {10,750) (51,880) (37,293) (11,237}

NAV per share — pence {10 67) {3 87) {1 52) 6 93) (4 97) {150}

These analyses are broadly representative of the Company's actmties dunng the current and prior year as a whole, although the
level of the Company's exposure to currencies fluctuates n accordance with the nvestment and nsk managament processes

Interest Rate exposure
The axposure of the financial assets and liabilities to interest rate nsks at 31 Decembear 15 shown below

2007 20086
Within ~ More than Within More than
one year one year Total one year one year Total
£'000s £000s £'000s £'000s £°000s £'000s
Exposure to floating rates
Cash 32,910 - 32,910 28,153 - 28,153
Borrowings {92,220) - (92,220) (68,000) -~ {68,000)
Qverdrafts - - - - - -
Exposure to fixed ratas
Cash - - - - - -
Debantures - (110,575) {110,575) - (110,575} {110,575)
Qther borrowings - - - - - -
Net exposures
At year end {59,310) (110,575) {169,885) {39,847) {110,575) (150,422}
Maximum in year (95,313) {110,575) {205,888) {106,937) {110,575) (2}7,512)
Minimurn in year 27,426 {110,575) (83,149) (8,299) {110,575} {118,874)

Exposures vary throughout the year as a consequence of changes 0 the make-up of the net asssts of the Company ansing
out of tha investment and nsk management processes

Interest receved on cash balances, or paid on overdrafts and borrowings, 1s at ruling market rates The interest rates
appiying on the debenture stocks are set out IN note 17 on the accounts There were no matena! holdings In fixed interest
investment securities dunng the year or at the year end

The Company's total returns and net assets are sensitive to changes In interest rates on cash and borrowings, except in
respect of the Debentures on which the interest rate is fixed The Debentures are valued in the accounts at par value

Based on the financiat assets and kabilities held, and the interest rates pertaining, at each Balance Shest date, a decrease
or Increase n interest rates by 2% woutd have had the following approximate effects on the Income Staterment revenue and
capital returns after tax and on the NAV per share

. 2007 20086

Increase in rate Decrease nrate  Increase nrate Decrease in rate

£'000s £'000s £'000s £'000s

Ravenus return (461) 461 (286) 286
Capital return (922) 922 680) 880
Total return (1,383) 1,383 {966) 968
NAV per share — pence 020 0.20 0 13) Q13
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26 Financial Risk Management {continued)

Other Market Risk exposures

The Company does not usually enter into denvative transactions in managing rts expoesure to cther market nsks The
portfolo of wvestments, valued at £2,664,514,000 at 31 Dacember 2007 {2008 £2,578 696,000} 1s therefore exposed to
market price changas The Manager assesses thase exposures at the tme of making each investment decision The Board
reviews overall exposures at each meeting against indices and other relevant information An analysis of the portfolio by
country and major industnal sector s set out In note 16 on the accounts

Based on the porticlio of investments held at each Balance Sheet date, and assuming otner faciors remam constant, &
decrease or increase i the far values of the portioko by 20% would have had the followng approxmats effects on the
Income Statement Capital Return after tax and on the net asset valus {NAV} per share

2007 2006

Increase in value Decrease in value  Increase i value Decrease in value

£'000s £'000s £'000s £'000s

Incomae statement capital return 534,033 {534,033) 516,544 (616,544}
NAV per share — pence 77 92 (77 92) 68 87 {68 87)

(b) Liguidity nsk exposure

The Company I1s required to raise funds 1o meet commitments associated with financial instruments and share buy-backs
Thase funds may be raised either through the realisation of assets or through increased borrowing The nsk of the Company
niot having sufficient iquidity at any time 1s not considered by the Board to be significant, given the large number of quoted
investments hetd in the Company's portfolio (80 at 31 December 2007}, the liquid nature of the portfolio of mvastments, tha
industral and geographical dversity of the portfolio {see note 16), and the existence of an on-going loan facility agresment
Cash balances are held with reputable banks, usually on overnight deposit The Company does not normaly nvest n
denvative products The manager reviews lquidity at the tme of making each investrent decision The Board reviews
liquidity exposure at each meeting

The Company has loan facilities of £70m as set out In note 14 on the accounts The 11 25% Debenture Stock 15 governed
by a tust dead and 1s redesmable in 2014 or at an earier date or dates at the Company's behest The Perpetua Debenture
Stock 1s also governed by a trust deed and 1s redearmnable at par only on the secunty becoming enforceable The Board does
not therefore consider the repayment of these debenture stocks as a likely short-term liquidity 1ssue

The remasning contractual matunties of the financial habities at 31 December, based on the earest date on which paymant
can be required, wera as follows

More than three

Three months  months but less More than ’
or less than one year ona year Total
£'000s £'000s £000s £000s
2007 '
Current llabilities
Overdrafts - - - -
Other borrowings 92,220 - - 92,220
Qther creditors 14,320 - - 14,320
Long-term labilities
Debentures - - 110,575 110,575
106,540 - 110,575 217,115
2006
Curent habiines
Overdrafts - - - -
Other borrowings 68,000 - - 68,000
Other creditors 29,335 - - 29,335
Long-term habitties
Debentures - - 110,575 110,575
97,335 - 110,575 207,910
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26 Fipancial Risk Management (continued)

(c} Credit Risk and counterparty exposure

The Company Is exposed to potential fadure by counterparties to deliver secunties for which the Company has paid, or to
pay for secunties which the Company has delvered The Board approves all counterparties used in such transactions, which
must be settled on a basts of delivery aganst payment (except whera local market conditions do not permnit)

A hst of pra-approved counterparties 1 maintaned and regularly reviewed by the Manager and the Board Broker and
Stocklending counterparties are sefected based on a combination of cntena, including credit rating, balance shest strength
and membership of a relevant regulatory body The rate of defauli m the past has been negligible Payments in respect of
private equity investments ere made only to counterparties with whom a contracted commitment exists Secunties can only
©e loaned to third parties In exchange for collateral which exceeds the value of the secunties throughout the duration of the
loan Cash and depostts arg held with reputable banks

The Company has an on-going contract with its Custodian for the prowision of custody seraces The coniract 1S reviewed
regularly Detalls of secunties held in custody on behalf of the Company are received and reconciled monthly

To the extent that F&C Management Limited (F&C) cames out management and administrative duties {or causes simiar
duties to be camed out by third partias) on the Company's behalf, the Company 1s exposed to counterparty nsk The Board
assesses this nsk continuously through regular meetings with management of F&C (including the Fund Manager) and with
F&C's Internal Audit function, which function carmes out annual audits of F&C's appointed sub-managers In reaching its
conclusions, the Board also reviews F&C's parent group annual Audit and Assurance Facutty Report, Group Accounts and
other public information indicative of its financial position and performance

The Company has no credit-rated bonds or similar secunties or dervatives i 1ts portioho at the year end {2006 same) and
does not normally invest 1n such None of the Company's financial liabiities 1s past dus or impaired

{d} Fair Values of financial assets and llabiiities

The assets and labifities of the Company are, in the opinion of the Directors, reflected in the Balance Sheet at far valus, or at
a reasonable approximation thereof, except for Debenture Stocks which are camed at par vatus in accordance with FRS4
The far value of the debenture stocks, denved from thewr quoted market pnce at 31 December 2007, was £143,772,000
(2006 £152,037,000) Borrowings under loan faciliiies are shart-term in nature and hencea do not have a value matenally
ditferent from thew capral repayment amount Borrowings in foreign currencies are converted into Sterling at exchanges
rates ruling at each valuation date

Unqueoted investments, including private equity invesiments, are valued based on professional assurpticns and advice
that is not wholly supported by pnces from cument market transactions or by observable market data The Drractors

make use of recognised valuation techniques and may take account of recant arms' length transactions In the same or
similar investments With respect specrfically to nvestments n private equity funds or partnerships, the Directors rely on
valuations of the underlying unlisted investments as supplied by the managers of those private equity funds or partnegghips
The Directors regulary raview the principles applied by the managers to those valuations to ensure they comply with the
Company’s accounting policies and with farr value principles

{e} Caprtal Risk Management

Tha Objective of the Company ts stated as being to provide shareholders with long-temm growth n capital and income In pursung
thss long-tenm Objective, the Board has a responshiity for ensunng the Company’s abiity to coniinue as a going concem it must
thersfore mantain an optimal capital structure through vanang market condiions  This involves the abiity to 1ssue and txly back
share caprtal within imits set by the shareholders I general meeting, borrow morkes In the short and long term, and pay dvdends to
shargholders out of current year revenue sammgs as well as out of brought forward revenue reserves

Changes to ordinary share capital are set out in ncte 18 on the accounis Dividend payments are set out in note 10 on the
accounts Borrowings ara set out in notes 14 and 17 on the accounts
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Ten Year Record

Assets
at 31 December
£m 1997 1998 1999 2000 2000 2002 2003 2004* 2005 2008 2007
Total assets lass current habilities
{excl loans) 2251 2592 3234 3137 2573 1915 2259 2346 25627 2,587 2,694
Prior charges {inct loans) 13 202 212 208 218 218 201 215 m 179 203
Avallabie for ordinary shares 2138 2390 3022 2929 2355 1,687 2058 213 2416 2,408 2,491
Net Asset Value
at 31 December

1997 1998 1999 2000 2001 2002 2003* 2004* 2005 2006 2007
NAV per share 2034p 2274p 2962p 2969p 2481p 1789p 2169p 2334p 2918p 32i1p 363 5p
NAV return on 100p - 5 years {per AIC) 2201p
NAV return on 100p — 10 years {per AlC) 205.0p
Share Price
at 31 December

1997 1998 1999 2000 2001 2002 2003 2004" 2005 2006 2007
Mid-market price per share 1768p 1883p 2475p 2675p 2215p i630p 1885p 1045p 2585p 2845p 318 6p
Discount to NAV % 136 172 164 99 108 89 131 167 114 14 123
Share price High 1855p 2100p 2475p 2885p 2725p 2350p 1918p 1960p 259Q0p 2875p 326 3p
Share price Low 1475p 153 3p 1883p 2288p 1805p 1500p 1410p 1630p 1880p 2400p 273 0p
Share price total return on 100p - 5 years (per AlC) 217 6p
Shara price total reiurn on 100p ~- 10 years (per AlC) 2157p
Revenue ¢
for the year ended 31 December
£000s 1997 1898 19889 2000 2001 2002 2003* 2004* 2005 2006 2007
Avarlable for ordinary shares 30,060 34,181 39,100 37542 38,294 38,758 40,893 42,203 49,122 48,197 45,909
Earnings per share 286p 325p 376p 376p 403p 408p 431p 454p 557/p 6H16p 640p
Dmdends per share 25p 277p 29%p 310p 330p 350p 370p 420p 475p 530p 585p
Performance
(rebased at 31 December 1997)

1997 1998 1999 2000 2001 2002 2003* 2004* 2005 2006 2007
NAV per share {000 1118 1456 1460 1220 880 1066 1147 1435 1579 1787
Mid-market price per share 1000 1071 1408 1522 126 0 827 1072 1106 1470 1618 1813
Earmngs per share 1000 1136 1156 1315 1408 1427 1507 1587 1948 2154 2236
Dnidends per share 1000 1104 1155 12835 1315 1384 474 1673 1892 2112 2331
RPI 1000 1034 1050 1081 1100 1118 1151 ngs 1219 1258 12

Restated for changes in accounung policias

Foren & Colorual Investment Trust PLC




Cost of running the Company
for the year ended 31 December

% 1997 1988 1899 2000 2001 2002 2003* 2004* 2005 2006 2007t
Expressed as a percentage of average total assets

Management fees 024 024 g24 025 032 038 036 030 030 ¢32 036
Management fees and 024 024 024 025 032 038 036 030 Q37 03s 059
performanca fees

Total operating costs 037 038 040 043 052 056 058 050 053 053 on
Expressed as a percentage of average net assets

Management fees 026 026 025 0286 035 042 040 033 03 035 038
Management fees and 026 026 025 026 035 G 42 040 033 040 042 063
performance fess

Total operating costs 040 040 042 046 057 083 064 056 057 058 076

t Management fees and total operaling costs excluding the accrual m 2007 for recoverable VAT
* restated for changes n accounting pohiciss

Gearing

at 31 December

% 1997 1998 1989 2000 2001 2002  2003* 2004 2005 20086 2007

Eftactive geanng 18 03 41 46 57 a1 83 76 44 70 70

Fully invested geanng 52 83 70 71 g3 128 98 101 456 74 81
reslated for changes in accounting policias

Definrtions

Pnor charges All debentures |oans and overdraits used for vestment purposes at balance shest value

Management and performance lees All management fees and performarce fees charged to revenua and capital excluding VAT

Cperating costs All costs charged to ravenus and capia moluding management and parfarmance fees but exckiding ralated taxation refief

interest costs taxation the costs of purchase of share capital and the casts of buying and seling of investmants
Effactve geanng Prior charges at balance sheet vatue less cash and fixed interest stocks, as a percentaga of net assets (also termed
“Actual geanng’)

Fuly rvested geanng Prior charges at balance sheet value as a percentage of net assets {a'so termad “Potental geanng”)

Total assets Total assets less current katlibes before deducting pror charges

NAaY Net assot value {assuming prior charges at balance sheet value} ¢

RPI All-tems Retail Pnces Index

Average net assets Average Of nat assets at end of each calendar quartsr

Average total assets Average of iotal assats at end of sach calendar quarter

NAV total return Returrt on net assets per share assuming that all dmdends paid to sharehoiders were rerwested

Pnco total retum Retum ta the svestor on mid market pnces assuming that all dvdends recenved were reinvestad

AIC Assocation of Investment Companigs

Discount 10 NAY Based on Net Asset Value with pnor charges at balance sheet value
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Information for Shareholders :

Net asset value and share price

The Company's net asset value 1s released daily, on
the warking day following the calculaton date, to the
London Stock Exchange The current share price of
Foreign & Colonial Investment Trust is shown in the
mvestment trust section of the stockmarket page
In most leading newspapers, usually under “For &
Col” Investors In New Zealand and Germany can
obtain share prices from leading newspapers in
those countnes

Performance information

Informabion on the Company's performance 1s
provided in the intenm and final reports which are
sent to shargholders in August and April respectively
More up-to-date performance information, including
the full ist of mvestments in the portfolio as at the
most recent quarter end, 1s avalable on the Internet
at www foreignandcolonial com under “Company
facts" The F&C website (at www fandc com} also
provides a monthly update on the Company’s
geographic spread and largest holdings, along with
comments from the Fund Manager

UK capital gains tax {(“CGT")

An approved Investment trust does not pay tax on
capital gains UK resident individuals may realise net
capital gains of up to £9,200 n the tax year ended
5 April 2008 without incurnng any tax habiity

Foregn & Colonial vestreant Trust ALC

Taper reltlef and indexation allowances currently
avaitable in calculating chargeable gains on
investmants will be abolished with effect from
6 Apnl 2008 in favour of a single rate of charge to
CGT of 18%

Shareholders 1n doubt as to thew CGT position
should consult therr professional advisers

tncome tax

The proposed final dividend of 3 15 pence per share
is payable on B May 2008 Indwidual UK resident
shareholders who are subject to UK income tax at
the lower rate or the basic rate have no further tax
ability Shareholders not resident in the UK, and any
shareholders in doubt as to their tax position, should
consult thaw professional advisers

Association of Investment Compames (“AIC")
Foreign & Colonial Investment Trust is a member
of the AIC, which publishes a monthly statistical
information service in respect of member companies
The publicaticn also has details of ISA and other
tnvestment plans avalable For further details, please
coniact the AIC on 020 7282 5555, or visit the
website www theaic co uk

®
The Association of
investment Companies




How 10 Invest

Our Manager, F&C, runs a number of savings
products which have been set up to provide cost
effective and flexible ways to invest Detalls of these
products are lsted below You can buy Foreign &
Colonial Investment Trust shares using a bank or
stockbroker or through a telephone dealing service
The shares can alsc be bought on-line the F&C
website at www fandc com has a link to Selftrade,
one of Europe’s biggest on-line stockbrokers

Gains ansing from assets held in an Indmidual
Savings Account and Child Trust Fund are exermpt from
tax Interest and dwvidends received on assets In these
savings products are free of Income tax, and there are
mcome tax savings for higher rate taxpayers

Private Investor Plan (“PIP")}

It only costs G 2% {plus O 5% Government Stamp Duty)
to invest In Forergn & Colonial Investment Trust via
this simple savings scheme and there are no ongoing
charges You can invest from £50 each month via a
Direct Debit (225 on behalf of a child} or from £500 as
a lump sum The minimum for top-up mvestments IS
£250 Investments in the PIP can now be made onkne

Penston Savings Plan {“PSP")

You can maximise your tax benefits and save for your
retrement using this low cost Personal Pension Plan
There 15 only an 0 5% management fee and this I1s
capped at £600 Contributions can be made via a
minmum £1,000 lump sum or by a monihly mirumum
Direct Debrt of £50 The rmimmum top-up i1s £500 Now
that personal pensions are no longer restrcted to those
with earnings of therr own, almoest evervone under the
age of 75 1s eligible This means that you can invest on
behalf of non-working spouses or partners and children

Child Trust Fund ("CTF”)

F&C has launched a CTF so that parents can invest
the Government voucher i1ssued to all children born
since 1 September 2002 There are no inimal or annual
plan charges, only G 5% Government Stamp Duty on
any purchases Parents and grandparents (or other
relatives) can add contnbutions totaling £1,200 a year
You can invest from £25 each month via Direct Dabit
or from £300 {or lump sums once you have invested
your voucher

Individual Savings Account (*ISA”)
Prior to 6 April 2008, indmiduzals can invest up to
£7.000 each year in F&C’s Max ISA, or £4,000 n the
Mini ISA From 6 Apnl 2008, there will no longer be
any distinction between the max and mini ISAs and
the investment hmit applying will rise to £7,200 per
annum From the same date, all existing Personal
Equity Ptans will be reclassified as ISAs The rmimmum
monthly Direct Debit 1s £50, minimum jump sum
investment is £500 and the minimum top-up 1s £250
Investments in the ISA can be made online

ISA Investments can alsc be phased over three or
six months Thus 1s especially useful near the end of
the tax year when the option for monthly investment
1S no longer viable

F&C charges £60 + VAT a year 1o cover any ISAs or
PEPs held, no matter how many tax year's ISAs have
been taken out with them, or how many ISAs or PEPs
have been transferred to them

Potential investors are reminded that the value
of investments and the income from them may go
down as well as up and investors may not receive
back the full amount nvested Tax benefrts may vary
as a result of statutory changes and therr value will
depend on indmvidual circumstances

Contact detalls .

For further details on the sawings schemes and
application forms, please contact Investor Serviges on
0800 136 420 info@fandc com

or Broker Support on

08457 992 299 adviser enquines@fandc com
(UK calls charged at the local rate)

Fax 0131 243 1315

You can also find more information on the website
www fandc com

If you wish to write to us, the address 1s

Investor Services Team, FAC Management Limited,
80 George Street, Edinburgh EH2 3BU

If you have trouble reading small
print, please let us know. We can
provide literature in alternative
formats, for example, large print
or on audiotape. Please call 0845
600 3030 for more details.

The nformaton on this page has been issued and approved by FAC Management Liruted authorised and reguiatad i the UK by the Financial Sarvices Autnonty (FSA)
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Registered Office

Exchange House, Pnmrose Street, London EC2A 2NY
Tel 020 7628 BOOD Fax 020 7628 8188

www foreignandcolonial com

nfo@fandc com

Registrars

Computershare Investor Services PLC,

PO Box 82, The Pavilions, Bndgwater Read,
Bnstol BS99 7NH

Tel 0870 707 1529 Fax 0870 703 6143
www computershare com

web quenes@computershare co uk
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