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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION If you are in any doubt
about the action you should take, you are recommended to seek your own independent financial advice
from your stockbroker, bank manager, solcitor, accountant or other ndependent financial adviser authonsed
under the Financial Services and Markets Act 2000 if you are in the Unied Kingdom or, 1f not, from another
appropnately authonsed financial adwiser If you have sold or otherwise transfemed all your ordinary shares
n Foreign & Colonial Investment Trust PLC please forward this document, together with the accomparying
documents, immediately to the purchaser or transferee or 10 the stockbroker, bank or agent through whom
the sale or transter was effected for transmission 1o the purchaser or transferee If you have sold or otherwise

transferred only part of your holding of shares, you should retan these documents

Forexgn & Colorvat Investment Trust PLC




Financial Highlights

Summary of Results

Net asset value per share with debt
at market value at 31 December ~ pence

Dividends per share - pence

Mid-market price per share
at 31 December - pence
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Net Asset Value
Total Beturn

21.4%

(debt at market value)

Annual Dividend
per share up

5.9% 0 9.0p

— the 43rd consecutive
annual increase

Share Price up

17.9% 1 378.0p

Share Price Total Retun

21.5%




Objective

To secure long-term grewth in capital and ncome
through a pobcy of investing primanly in an
ntematonally diversified portfolie of publicly listed
equities, as well as unlsted secunties and private
equity, with the use of gearnng

Hentage

Founded in 1868 as the first ever investrment
trust and contnually evolves, kesping pace with
new INvestment cpportunities and mantaning 1ts
relevance in today's world

Core investment
Conservatively managed and offenng investors
a globalty diversified pertfolio Foreign & Colonial
ams o be at the centre of an nvestor's portfolio
alengside other assets creating a wider
nvestment solution

Long-term outperformance

In the last ten years Foreign & Colonial has tumed
a £1,000 investment, with dividends reinvestad,
nto £2,527 compared with £2,323 from the
market benchmark and a £1,000 nvestment over
20 years would have grown to £3,783

Income

Well-positioned for future dvdend growth with
significant income reserves The dividend has
increased every year for the past 43 years
and over the last ten years 1s up 143 2% or
9 3% compound compared with inflaticn
of 38 1% or 3 3% compound

Cost effective

With an Ongcing Charge ratio of 0 86% Foraign
& Coloral compares favourably with open-
ended investment companies and many other
investment trusts The cumulative benefits of low
costs are very significant for lang-term nvestors

Stability and hquidity

The Board seeks to manage hgudity in the
Company's shares by operating a discount
control mecharism This mechanism 1s designed
to mimmise the volatity of the Company's share
pnce relative to its Net Asset Value

Suitable for retad distnibution

Foreign & Colonial 1s sutable for retail investors in
the UK, professionally advised private clents and
institubonal investors who seek growth in capital
and income from investment in global markets
and who understand and are willing to accept the
nsks, and rewards, of exposure {0 equities

Visit our website at
www foreignandcolomal.com

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 receve back the full amount Invested Tax benefits may vary as a result of statutery changes and their

value will depend on indwvidual circumstances

Foraign & Colonal Investmant Tust PLC




Chairman’s Statement

Simon Fraser
Chairman

2013 was a good year for your company The net
asset value per share with debt at market value rose
18 8% to 424 8 pence and the share pnce 17 9%
to 378 0 pence The net asset value total return
was 21 4% The total dvidend for 2013 will be 9 00
pence, an increase of 5 9%

Performance

There was a sharp dmvde between the performance
of stock markets Developed markets did well and
emerging markets were weak The UK surprised
many by having the strongest economic growth
followed by the US Japan made several bold moves

to stimulate its economy and there were no new
cnses In Europe However, stronger growth led to
concerns about higher interest rates which hit many
emerging markets hard Bond prices fell and the goid
price was very weak Company profits grew but not
by as much as expected so the valuations of many
markets rose to the highest level since the start of
the financial cnsis The most stnking feature of the
year was the absence of any major cnsis or market
setback, in sharp contrast to the years since 2007

The net asset value total return of 21 4% compares
with 21 0% from our benchmark, the FTSE All World
index Our investment trust peer group was also
up 21 0% and the size weighted open ended fund
average 22 6% The biggest contributor to our
own perforrnance came from gearing into the nsing
markets We suffered from being underweight n the
US but outperformed that market by a wide margin
Our private equity portfolio had an excellent year of
cash generation Over the course of the year the
combination of higher markets and lower borrowings
led to a reduction in geanng from 14 3% to 8 0%

Dividend

Subject to sharehoider approval at the Annual
General Meeting, you will receve a final dvidend of
2 70 pence per share on 1 May 2014 This will bnng
the total dwidend for the year to 9 00 pence That will
be an increase of 5 9% over 2012 compared with
an increase of 2 7% in the Retal Pnce Index and

Foreign & Colonial’s annual dwidend per share vs Retail Pnices Index over 10 years
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Chairman’s Statement (continued)

Foreign & Colomal's share pnce total return

vs Benchmark and Retail Prices Index over 10 years

continues our record of long-term growth ahead of
the rate of nflation Cash realsations from our private
equity portfoho and the repayment of our expensive
debenture at the end of this year will further
strengthen our dividend paying ability The Board
t3 therefore planmng another increase in dividends
The total dmdend for 2014 can be expected to be at
least 9 30 pence, an Increase of 3 3% and the forty-
fourth consecutive annual Increase

Fund Manager
After almost 17 years, Jeremy Tigue has indicated
his intention to step down from his role as Fund
Manager The Board 1s fully engaged with our
management company, F&C, in ensuring a smooth
handover of Jeremy's responsibilities and we are
pleased to announce that Paul Niven will become
Fund Manager of your company with effect from
1 July 2014 Paul 1s Head of Mutti-Asset investment
at F&C Asset Management and chairs ther asset
allocation committee He has worked closely with
Jeremy for almest a decade and has extensive
expenence of managing large diversified investment
funds He s therefore very well suited to the role
Jeremy has made an important contribution
continuing the Company's strong record of
delivering long-term growth in capttal and income At
31 December 2013 a £1,000 investment made at the
time of Jeremy's appointment would now be worth

Foreign & Colonial Investment Trust LG

£3,215, with dvidends reinvested, which compares
with £2,697 from the FTSE All World Index The
Company's dividend has risen every year and 1s
now well over three times greater than the 2 51p
pad in 1997, significantly outpacing nflation We are
confident that Paul Niven, supported by the wider
investment resource avalable to F&C, will buld on
Jeremy's achievements and continue to deliver long-
term outperformance for you as sharehclders

| would ke 10 express our warmest thanks to
Jeremy not only for his commitment and contnbution
to the Company, but alsc to the investment trust
industry as a whole Jeremy will as usual make
his investment presentation to shareholders at the
Annual General Meeting at which | also look forward
to introdueing Paul

Manager reappointment and regulatory changes
The Board has reappomnted F&C following 1its annual
formal review of the management company As your
Company will be an Alternative Investment Fund
under the Alternative Investment Fund Management
Directive, F&AC will alsc be appomnted in the
capacity of Alternative Investment Fund Manager
Arrangements for the Company to comply with the
Directwve are being put in place with F&C and with
a depostary, also required under these changes, in
order to meet the deadine in July 2014



Chairman’s Statement (continued)

It has been announced that F&C's parent company,
F&C Asset Management, has agreed to be taken over
by the asset management arm of Bank of Montreal
This transaction 15 expected to conclude later in
2014 and we believe that it wal bnng some welcome
ownership stability, which will be o the benefit of therr
clients and employees The Board will, of course,
continue to menitor developments very carefully

The Board and corporate governance
We enlisted the support of an independent
consultant for the appraisal of the Board's
effectiveness in 2013 This has been useful not only
for 2013 but also In assessing our progress since our
first external consultation in 2010 The Board have
set themselves a number of objectives n 2014 Qur
highest prionties will be to execute the Fund Manager
succession plan and explore further the extensive
investment resources available to F&C and ulhmately
to your Company We will also continue to improve
the marketing actwvities performed on behalf of the
Company with a view 1o attracting new investment
nto the trust

As part of our marketing focus, Francesca Ecsery
was appomnted as a non-executive Director of
the Company on 1 August 2013 Francesca brings
extensive marketing expertise to the Board and wilt
stand for election at the forthcoming Annual General
Meeting All the other Directors will stand for re-glection

Shareholders will also be asked to approve the
Directors’ Remuneration Policy and to adopt new
articles of association These will reflect further
changes In company and tax laws and relevant
carporate governance rules and practices The
Company remans committed to the highest standards
of corporate governance and has complied with the
relevant guidance throughout the year

The future
Global economic growth 1s accelerating, inflation 1s
subdued and the major central banks are unlikely to
Increase Interest rates this year Companies remain
In a strong financial position and are becoming
more optimistic about future growth prospects The
recovery from the global financial cnsis has been long
and difficult but it 15 now becoming well estabhshed

There are still areas of uncertainty including
the longer term interest rate outlook and the high
levels of government and consumer debt in many
countnes After a doubling of many share pnces over
the last five years we do not expect another doubling
n the next five years

In 2014, we will continue to make the portfolic more
global We will reduce the UK weighting and will invest
the proceeds In a selection of funds mvesting mostly
outside the UK We will benefit from cash realisahons
from our private equity portfolio In 2015 and beyond
we will get another boost from the repayment of our
expensive debenture Therefore we are optimistic we
will continue to deliver long-term growth in iIncome and
capital In a world whera savers are increasingly having
to make ther own nvestment decisions, we believe
the Company I1s well-positioned as a long-term core
hotding for investors

Simon Fraser
Chairman
3 March 2014

Forward-looking statements

This documneant may contain forward-looking statements with respect to the financial condition, results of operations
and business of the Company Such statements involve nsk and uncertainly because they relate to future events and
circumstances that could cause actual results to differ matenally from those expressed or imphed by forward-tocking
statements The forward-fooking statements ars based on the Direclors’ current view and on information known to them at
the date of this document Nothing should be construed as a profit forecast
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Business Model

Key relationships and responsibilities
The Company's Board of Directors has appointed
F&C as Manager (the "Manager”} to deliver
investment performance F&C has overall
responsibility for the management of the Company’s
assets and for asset allocation, gearing, stock
and sector selection and nsk, within mts set and
regularly monitored by the Board The Manager has
the flexibility to use internal and external managers
to create a truly diversified global portfollo The fee
payable to the Manager 1S based on the market
capitalisation of the Company, thus algning the
Manager's interests with shareholders through share
price performance

Jeremy Tigue acts as Fund Manager (the "Fund
Manager”) to the Company, on behalf of F&C
He 1s responsible and accountable for the entire
portfolio including the North Amenca and private
equity portfolios, which are managed externally He
will be succeeded by Paul Niven on 1 July 2014
The ancillary functions of administration, secretanal,
accounting and marketing services are also cammed
out by F&C

The Company has no employees lts wholly non-
executive Board compnse sx male and two female
Directors and retains responsibility for corporate
strategy, corporate governance, nsk and control
assessment, the overall investment and dmdend
policies, setting himits on gearing and asset
allocation, monitonng Investment performance and
for approving marketing policy budgets

Further information in relation to the Board
can be found on page 25 Information on the
individual Directors, all of whom are resident In
the UK, can be found on pages 14 and 15

Distnbution of our portfolio as at 31 December 2013

Foresgn & Colonial nvestment Trugt PLG

Remuneration information 1s set out on pages 29
to 31 Information on the fees payable under the
management agreement can be found on page 20
and in note 4 on the accounts

Investment strategy

The Company typically remamns fully invested In
equities Its current strategic emphasis 1s towards
a global equity focus and therefore a much lower
weighting in the UK than in the past It does not
restnct itself to specific geographic or industry sector
exposure imits for its publicly listed equities and
maintains the flexibiity to invest In other types of
secunties or assets The high level of diversification
across the entire portfolio has in recent years resulted
in the tendency for the Company’s share price to
have tower volatiity than its index benchmark

Industnal Classification of Investment Portfolio
as at 31 December 2013

In the case of the regional equity portfolios, the
Fund Manager has the flexibility to recommend to
the Board thair delegation 1o external third party sub-
managers when this seems likely to result in better
investment performance Two external sub-managers
have been appointed for the North Amenca large and
mid-cap equity portfolics, namely Barrow Hanley and
T Rowe Pnce Recommendations for private equity
and unlisted investments are subject to approval




by the Board The private equity funds of funds
portfolio 1s managed externally by Pantheon Ventures
Limited and HarbourVest Partners LLC There are no
plans to make further commitments to private equity
nvestments until the Company’s exposure moves
nearer to s onginal strategic target of 10%

An analysis of the entire portfallo on 31 December
2013 15 contained in the Fund Manager's Review
The Company’s full ist of its investments can be
viewed on the website The twenty largest isted
equity holdings can be found on page 10, and the
ten largest private equity holdings are on page 11

Responsible ownership

The Board's prnimary responsibibty 1S to ensure
that the Company's portfolio 1s properly invested
and managed in accordance with the investment
objective The Board supports the Manager in its
belief that good governance creates value The
Manager takes a particular interest in corporate
governance and sustainable business practices,
which includes the integration of environmental,
social and governance 1ssues INto its investment
decisions Information on the Company's voting
policy can be found In the Directors’ Report on
page 18

nvestment policy
The Company's Investment Policy Statement 1s set
out in detail on page 18

Geanng strategy

Over many years the Gompany has used borrowings
to enhance its returns The Board has set a geanng

Report and Accounts 2013

range of 0-20% of shareholders’ funds based on
valung the Company's debentures at market value
We have created a very flexible structure to manage
borrowings over the next five years as explained by
the Fund Manager on page 8

Buyback strategy

The Company has for many years bought back its
own shares for cancellation at a discount to 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 t0 net asset value, In normal
market conditions, of around 10% (with debt at
market value), as well as enhancing net asset value
per share for continuing shareholders

Marketing strategy
The Manager continues to promote investment
in the Company's shares, which are suitable for
retal distrbution in the UK as well as professionally
advised private clents and institutional investors
Promotion has tradiionally been made through the
F&C Sawvings Plans, which remain a cost effective
and flexibte way to Invest in the Company

The Company 1s well positioned to be a beneficiary
of the Retall Distnbution Review and s beginning to
see a notable increase in the number of shares held
through investment platforms The Board hopes to
see access to the Company's shares on as many
platforms as possible as more and more Investors turn
to the Direct-to-Consumer execution-only market

The Board will continue to work closely with the
Manager to ensure optimal delivery of the Company's
investment proposition through all avalable channels




Fund Manager's Review

Jeremy Tigue
Fund Manager

Investment strategy implementation
There were two key changes in strategy in 2013 -
becoming more global and reducing geanng over the
course of the year

We made net sales of over £230 milion from our UK
portfolio and its weighting fell from 33 6% to 21 9%
This was the biggest change in our geographical
allocaton for a decade and the UK weighting will be
reduced further dunng 2014 We swatched £150 milion
from the UK to a global income portfolio spit equally
between North Amenca and the rest of the world

The lowest level of geanng i the last ten years was
4 8% i May 2007 and the highest 18 8% in September
2011 At the start of 2013 geanng was 14 3% and by
the end of the year it was 8 0% The reduction was due
to the nse n markets, the sales in the listed portioho and
pesitive cash flow from private equity

Contributors to total returns in 2013

%
Benchmark return 210
Asset allocation (3 1)
Stock selection 11
Effect of directly incurred
management fees © 4)
Other expenses {0 1)
Interest expense (0 8)
Buybacks CA1
Change in debenture valuation 04
Gearing 32
Net asset value total return* 214
Effect of discount 01
Share price total return 215
*Debt at market value Source FBC

Foreign & Colonial Investment Trust PLC

We have created a very flexible structure to
manage borrowings over the next five years In
2012 we borrowed the equivalent of £100 milhon
US dollars and Japanese yen for seven years at a
blended rate of 3 25% In December 2013 we took
out new loan facilies for two and three years which
provide us with £200 miflion of committed funds and
another £200 milion of potential borrowing capacity
As a result of these moves we now have a range of
options to manage the £110 milion matunty of the
debenture on 31 December 2014

Results

For the second year in succession the greatest
positive contnbution to performance came from
geanng We also had a gan of £7 milion from the fall
In the market pnce of our debenture as it approaches
matunty on 31 December 2014 The weakness
of the US Dollar and Yen meant there was a £10
mililon gan from the seven year loan we took out I
Apnl 2012

Currency movements vs Sterling in 2013

Cur asset allocation in the listed portfolio was
negative as we were underweight in the US and
overweight 1n the UK relative to the benchmark
Within the markets we had very good performance in
the US and Europe but underperformed elsewhere

The pnvate equity portfolio produced a very
strong positive cash flow which was almost three
times larger than in 2012, all sixteen funds made
distnbutions durning the year The portfolio increased
In value over the year but not by as much as the




Weighting, stock selection and performance in each market vs Index at 31 December 2013

Local index

Our portfolio Benchmark Our portfolio  performance

weighting weighting performance in Sterling

Markat % % % %
UK 219 80 187 189
North Amenca 291 505 351 283
Private Equity 149 - 82 -
Emerging Markets B4 173 (7 4} (4 1)
Europe ex UK 107 159 2906 265
Japan 47 83 230 250
Global Income* 62 - 89 -
Global Funds* 41 - 13 -
Established 22 January 2013 Sourca F&C

Isted portfollo We expect the prvate equity porifoho
to increase in value again in the first half of 2014
fncome was up on the year Companies continued
to increase dividends and although management
fees went up, n hne with asset growth, there was
a sharp fall in savings plan expenses Our Ongoing
Charges ratio, which 1s a relatively new cost measure
that takes into account all operating costs expected
to be incurred and payable in the year or suffered
within underlying funds, has fallen from 0 90% to
086% Our Total Expense ratio, which is an histonc
cost measure that does not reflect funds cost, has
fallen from 0 55% to 0 50% The revenue return per
share rose 9 5% to 7 69 pence The total dwvidend
for the year 1s 9 0 pence so part of the cost of the
dividend 15 again being met by a transfer from the
large revenue reserve built up in the years up to
2008 After the payment of the final dwvidend in May
2014 the revenue reserve will be 12 5 pence per
share We expect income to benefit from undertying
dwidend growth, posrive pnvate equity cash flow and
the matunty of the debenture in the next three years

Fund Manager change

As the Charman comments in his statement | will be
stepping down as Fund Manager on 1 July 2014 it
has been a pnvitege to be responsible for continuing
Foreign & Colonial's record of growth over the last
seventeen years and | would like to thank the Board,
my colleagues, our adwvisers and all the shareholders
for ther support and encouragement over that time

Report and Accounts 2013

Foreign & Colomal Investment Trust
share pnce 2013

As the portiollo becomes more global, private equity
generates cash and the debenture approaches
maturity Foreign & Colenial 1s in a strong position
I am dehghted the Board has appointed Paul Niven
to succeed me We have worked closely together for
almost a decade and he 1s an expert Investor with
huge expenence of managing large funds He will do
an excellent job for shareholders

Jeremy Tigue
Fund Manager
3 March 2014




Twenty Largest Listed Equity Holdings

This Last Company % of total Value
Year Year Descnption nvestments £'000s

1 5 BP 142% 37,186
Global ol company

2 {2) HSBC 129% 33,798
Broadly diversified internatonal bank operating in over 80 countnes worldwide

3 (3) GlaxoSmithKline 124% 32,540
One of the world’s leading pharmmaceutical companies

4 {1} Royal Dutch Shell 115% 30,232
Global oll company

5 (6) Vodafone 112% 29,341
Global rmobile telephone provider

6 (7}  Utico Emerging Markets 107% 28,161
Specialist fund concentrating on utiites and infrastructure i emerging markets

7 - Google 077% 20,286
Dominant ntemet search company

8 (10) Rio Tinto 074% 19,379
Leading global mining company

9 (-} Amazon Com 069% 18,156
Leading online retailer

10 < Diageo 062% 16,513
Global beer and spints business

11 {-=} Unilever 061% 16,124
Global consumer goods company

12 (-} Amencan Express 058% 15,315
Global consumer credit company

13 (79) Samsung Electronics 056% 14,691
Global electronics company

14 (12) F&C US Smaller Companes 055% 14,511
Specialist fund investing in US smaller companies

15 (-~ Roche 054% 14,279
Leading pharmaceutical company

16 (13) Spectns 054% 14,106
Instruments and controls company

17 (20} BH Macro 053% 13,929
Specialist fund investing n global fixed ncome and foregn exchange markets

18 () Raytheon 053% 13,867

Major US defence company

19 =) Novarhs 053% 13,817
Global pharmaceutical company

20 (14) AstraZeneca 052% 13,743
Leading pharmaceutical company

The figures in brackets denote the paosition N the twenty largest Yisted equity holdings at the previous year end
The value of convertibles securities in the total portfolio at 31 December 2013 was £30,000 or 0 0% of total assets less current
labiities (2012 £2,364,000 or 0 1% of total assets less current habiitigs)

10 Foreign 8 Colonigl Investment Trust PLG




Ten Largest Private Equity Holdings

This Last

Year

Company

Year Descnption

% of total
investments

Value
£'000s

1

(1)

Pantheon Europe Fund V
Fund of funds investing in the European market, with the largest exposure
being to the UK it distnbuted a net £6 0 milion n 2013

2 28%

59,818

)

HarbourVest V Direct Fund
Speciaist fund that makes direct investments alongsige other fund managers
It distnbuted a net £6 1 milion in 2013

1 86%

48,765

{4)

Dover Street VIl
HarbourVest managed fund of funds specialising in buying holdings in
axisting private equity funds It distnbuted a net £9 & million n 2013

149%

39,033

(3

Pantheon Europe Fund Il
Fund of funds investing prnncipally in UK and European management
buyouts which distnbuted a net £17 5 milion in 2013

1 40%

36,740

(5}

HarbourVest Partners VIl Buyout Fund
Fund of funds investing in buyouts of US businesses It distnbuted a net
£8 8 milion 1n 2013

113%

29,725

(7)

HarbourVest Partners VIl Buyout Fund
Fund of funds investing in buyouts of US businesses 1t distnbuted a net
£2 4 milhonin 2013

102%

26,867

€

Dover Street VI
HarbourVest managed fund of funds specialising i buying holdings in existing
prvate equity funds It distnbuted a net £4 7 milkon in 2013

095%

25,021

8

Pantheon Asia Fund IV
Fund of funds investing in Asian markets It distnbuted a net £4 9 milion
In 2013

0 92%

24,007

9)

Pantheon Asia Fund V
Fund of funds investing in Asian markets It cistrbuted a net £1 7 million
N 2013

087%

22,800

10

-

HarbourVest Partners VIIl Ventures Fund
Fund of funds investing principally 1In US venture caprital Distrbuted a net
£1 2 milhon in 2013

0 85%

22,298

All the above Funds comprise unlisted Private Equity Partnerships, with no fixed capital and no distributable ncome in the crdinary
course of business Value is the estimated fair value, in accordance with the Company's accounting policies

The figures 1 brackets denote the postion in the ten largest private equity holdings at the previous year end

The Company's full st of Investments exceeds 600

and 1s published monthly on the website at
www.foreignandcolonial.com

Coples are also availlable
on request from the Secretary

Report and Accounts 2013
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Key Performance Indicators

The Board recognises that it 1s longer term share pnce 1. Net asset value total return

performance that 1s most important to the Company’s 2. Share pnce total return

investors, coupled with a steadilly nsing dividend 3 Annual dvidend growth

Underlying share pnce performance is the performance 4. Discount to net asset value

of the net asset value The overnding pnionty 15 to 5. Ongoing Charges ratio

continue to strive for the consistent achievement of 6, Savings plans investment flows

relatve outperformance, adding value for shareholders

through net asset value and share price total return,  Information in relation to these KPls I1s set out in
discount management, dividend growth, low and  the tables below Commentary can be found in the
competitive ongoing charges, and effectve marketing  Chairman’s Statement, Fund Manager’s Review,
The Board assesses its performance in maeting  and in the Directors’ Report on page 21 1n relation
the Company’s objective agamst the following key to performance attribution and the Manager’s
performance indicators ("KPIs”) reappomntment

Net asset value total return performance

1Year 3VYears 5 Years 10 Years

% % % %
FCIT net asset valuet (with debt at market value) 214 315 87 4 1439
AIC Global Sector weighted average net asset valuet 210 240 831 146 8
FTSE All World indext 210 266 793 1323
Total return Source Morningstar LK Lirmied and F&C

Share price total return performance
1Year 3Years 5Years 10 Years
% % % %
FCIT share price’ 215 322 883 1527

AIC Global Sector weighted average share pricet
(nvestment companies)

IMA Global Sector weighted average share price’
{open ended funds})

233 267 925 1602

226 219 765 1162

Retail Prices Index 27 109 190 381

Totai return Source Morningstar UK Limited and FAC
Compound annual dividend growth Ongoing charges ratio
% Syears 10 vyears %
Foreagn & Colomal 69 93 2013 0886
FTSE All-Share 18 42 2012 090
Inflation (RPI) 35 33 201 092

Sourca FAC Morningstar UK Limited Sourca FAC
Discount? Foreign & Colonial's investment flows
within F&C Savings Plans
o
31 December % tm 2013 2012 2011 2010 2009
12}
2013 1o Purchases 53 59 58 69 53
2012 104 Withdrawats 93 54 55 60 32
20m 106 Netflow Wy 5 3 g 21
2010 106 The above figures cover at of the F&C Savings Plans in Foreign
2009 107 & Colonial
F&C introduced an adminstraton charge in Apnl 2013 prompting
{1} With debt at market value cum income tomporary switching out of the plans Sourca F&C
(2) The average discount in 2013 was 10 3% Source F&C

Foresgn & Colonial investment Trust PLC




Principal Risks

Principal nsks and their management

Most of the Company's principal nsks are market-
related and no different from those of other
investment trusts investing pnmanty in isted markets
More specific to Foreign & Colonial are those
relating to private equity, the prospects for which are

described in the Charman'’s Statement and Fund
Manager's Review The Report of the Audit and
Management Engagement Committee on page 32
summarises the nsk management arrangements
Note 26 on the accounts sets out the Company’s
financial nsk management policy

Strategy

Risk descnption lnappropnate strategy in relation to investor demands in a rapidly changing financial services
and savings market, including the advent of clean share classes

Mitigation The Board regularly reviews the Company's position as a leading savings vehicle Strategic 1ssues,
including Iis role as a global investmant trust, are considered annually

Management resource, stability and controls

Risk descnpbion The Manager 1s the main service provider and s failure to continue operating effectively could put in i
jeopardy the business of the Company The loss of the Manager's key staff, or faure to manage the succession of such fi
staff, could adversely affect nvestment retumns

Mitigation* The Board mests regularly with the senior management of the Manager and its Internal Audtt function, _1:
and has access to publicly avalable nformation indicative of the Manager's financial position and performance “'
The Board has contingency arrangements to facilitate the ongoing operation of the business in the svent of any
such falure The management contract can be moved at short notice The Manager structures its recrutment
and remuneration packages in order to retan key staff and works closely with the Board on any significant
management changes

Pnvate equity

1
.

Risk description The maonty of the underlying private equity investments are in unisted companies  Such mnvestments 4
may prove difficult or mpossible to reaise g

Mrtigation Private equity nsks are miigated by investing in a spread of direct, secondary, venture capital, buyout
and mezzanine funds of funds and by the wide spread of underlying pnvate eguity firms, which in turn have
dwersified investment portfolios and vintage years The portfolio has recently moved to a net cash positive position

Investment policy, geanng, currency and denvatives

Risk description Inapproprate asset allocation, sector and stock selection, currency exposure and use of gearing '!
and denvatives leading to investment underperformance H

Mitigation- Investments are primarily In a diversified spread of international publicly listed equities with exposure s
to ther underiying currencies lnvestment policy and pedormance 1s reviewed with the Fund Manager at each

Board meeting, along with the monitonng of cash and borrowing levels as well as options written for the purpose
of income enhancement The ability of the Company to gear up via long-term and short-term borrowings, n
currencies matching those io which the portfolio 1s exposed, enables 1t to take a long-term view of the countrias, |2
markets and currencies in which it 1s Invested, and nde out short-term volatility The Board approves all borrowing K
facity agreements and has set a limit on geanng and option writing  Dervatives may also ba used for the purpose

of hedging foreign currencies, although to date nore have {

Outsourced service providers

Risk descnption Admiristrative errors or control fadures by or between service providlers could be damaging to the
nterests of mvestors and the Company

Py |

Mitigation* The Board receives annual reports from the Manager on its monitonng of service providers which, for
the admirustration of the F&C savings plans, includes audit site vists, morthly techrnical compliance monitoring,
monthly service delivery meetings, quarterly financial cnme prevention forums, and the detaled review and .
investigation of breaches and complants Extremely high transaction volumes resulted in very poor service for a
period In 2013 Arrangements are also in place to monitor and miigate other service prowvider nsks, including those
relating to the arrangements in place to protect against cyber-attacks and for the safe custody of assets

Report and Accounts 2013
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Directors

Simon Frasert

Chairman

Appointed to the Board n September 2009, appointed Charman n May 2010 and 1s
Chairman of the Nomination Committee Most of his career was at Fidelity International,
where he started as an analyst and spent a number of years in Japan, latterly as Chief
Investment Officer for the Asia/Pacific region He returned to the UK in 1993 to take up the
position of Cheef Investment Officer for Fidelity International, a position he held until 2005
Cther positions included President of Fidelity International’s European and UK Institutional
business and latterly President of the Investment Solutions Group He stepped down
from his executive responsibilities at the end of 2008 He 1s charman of The Merchants
Trust PLC and 1s a non-executive director of Barclays PLC, Ashmore Group PLC, Fidelity
European Values PLC and Fidelity Japanese Values PLC

Sarah Arkle*

Appointed to the Board in March 2011 She was Vice Chairman of Threadneedle where
she was Chief investment Officer for ten years until her retrement at the end of December
2010 She was instrumental in establishing Threadneedle’s investment process and
recrurting @ number of the firm's semor fund managers In 1983 Sarah moved from
stockbroker W Carr to become a Far East Equity Manager and subsequently became a
Director at Allied Dunbar Asset Management, which became part of Threadneedle in May
1934 She 1s a non-executive director of Henderson Group PLC and JPMorgan Emerging
Markets Investment Trust PLC

Sir Roger Bone KCMGT

Appointed to the Board in March 2008 He has been president of Boeing UK since
2005 Prnor to that he served as Bntish Ambassador to Brazit from 1999 to 2004 and to
Sweden fram 1995 to 1999 He was an Assistant Under-Secretary of State in the Foreign
and Commonwealth Office between 1991 and 1895, head of the Economic Relations
Department there freom 1989 to 1991 and Political Counsellor at the British Embassy
in Washington DC from 1985 to 1989 He was a visiting fellow at Harvard Uriversity
in 1984/85 and served as a pnvate secretary to the Foreign Secretary between 1982
and 1984 He accepted an inwitation from the Pnme Minister in 2010 to be an honorary
ambassador for Bntish business

Stephen Burley*

Joined the Board 1n January 2008 He was Head of Pensions Investments at Rio Tinto
from 1982 until his retirement in March 2007 He 1s a former investment adviser to
University College London, the Central Board of Finance of the Church of England and,
until 2010, the BAE Pension Fund He 1s a trustee of the Impenal War Graves Endowment
Fund

Foreign & Colonial Investment Trust PLC




Francesca Ecsery

Joined the Board on 1 August 2013 Francesca has extensive expertise In marketing,
with over 22 years.of experence in senior director roles, with both blue chip and start-
up companies Ms Ecsery has worked across a broad range of consumer industries and
previously held the role of Global Business Development Director at Cheapfights Media
She also held senior executive roles with STA travel, the Thomas Cook Group and Thorn
EMI plc and 1s currently a non-executive director of Good Energy Group plc and Share Pic

Jeffrey Hewiit*

Charrman of the Audit and Management Engagement Commuittee

Appointed In September 2010 and as Charman of the Audit and Management Engagement
Committee in November 2011 He was the Group Finance Director of Electrocomponents
plc from 1996 to 2005 and Deputy Charman from 2000 to 2005 Pror to that, he was
the Finance Director of Unitech plc from 1991 to 1996 Between 1981 and 1991 he held
directorships successively with Camngton Viyella, Vantona Viyella and Coats Viyella {where he
was Group Strategy Director) He started his career with Arthur Andersen where he qualfied
as a chartered accountant, folowing which he spent seven years with The Boston Consutting
Group He 1s also a non-executive director of Cenkos Secunties plc and Vesuvius ple, where
he 15 senior Independent director He 1s Chaiman of Electrocomponents Pension Trustees

Chnistopher Keljik OBE*t

Senior Independent Director

Appainted to the Board in September 2005 He was an executive director of Standard
Chartered plc with responsibilities for Africa, the Middle East, South Asta, North and South
America, Europe and the UK Dunng his 29 year career with Standard Chartered he held
a number of leadership positions in general management, corporate finance, treasury
and nsk management working 1in London, New York, Singapore and Hong Kong He is a
non-executive director of The Asian Total Return Investment Company plc and a former
director of Jardine Lloyd Thompson Group plc and Miltennium & Copthorne Hotels ple He
15 a Chartered Accountant

Nicholas Moakes?

Appointed to the Beoard In March 2011, 1s Head of Public Markets at The Wellcome Trust
He was Head of the Asia Pacrfic investment team and Co-Head of Emerging Markets at
BlackRock Investment Management untl 2007 He has over 20 years' experience in Asia
and over 18 years’ expenence in global equity markets Pnor to joining BlackRock in 1997
he Ived 1In Hong Kong for nine years, and 1s a Chinese speaker He started his career in
the Diplomatic Service, where he speciahised in Hong Kong and China

Members of the Audit and Management Engagement Committee
! Members of the Nomination Committee

Report and Accounts 2013
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Management and Advisers

The Management Company

Foreign & Colonial Investment Trust PLLC (*Foreign
& Colomal" or the “Company") s managed by F&C
Managament Limited (“F&C" or the "Manager™}, a
wholly owned subsidiary of F&G Asset Management
plc (“FCAM") It 1s appointed under a management
agreement with Foreign & Colomal, setting out
its responsibihittes for investment management,
adrmristration and marketing

Foreign & Colonmal and F&C are two separate,
ndependent and dishnct companies

Jeremy Tigue He joined F&C in 1981 and was
appointed Fund Manager of Foraign & Colonial in July
1997 He 1s responsible for averall portfolic management
and investment performance

Paul Niven Head of Multi-Asset Irnvestment and chars
FCAM's asset allocation committee He has extensive
axpergnce In managing large diversified investment
funds He joined F&C in 1996

Hugh Potter Represents the Manager as Company
Secretary and 1s responstble for Foreign & Colenial's
statutory compliance He joned F&C in 1982

Marrack Tonkin Head of Investment Trusts and Group
Company Secretary of F&C Asset Management plc He
has responshility for F&C's refationship with Foreign &
Cotonial He joined n 1989

Sub-managers to F&C (Nerth America
large and medium cap portfolio)
Barrow Hanley - appoinied July 2005

T Rowe Price — appointed February 2008

Private Equity Managers
HarbourVast Partners LLC - appointed 2003
Pantheon Ventures Limited — appointed 2003

Secretary and Registered Office
F&C Management Limited, Exchange House, Prmrose
Street, London ECZ2A 2NY

Telephong 020 7628 8000
Facsimile 0207628 8188
Website www fandc com
Email info@fandc com

Authonsed and regulated in the UK by
the Financial Conduct Authonty

Forexgn & Colorial Investrient Trust PLC

Chartered Accountants and Statutory Auditors
PncewaterhouseCoopers LLP, (“PwGC" or the
“auditors”), 7 More London Riverside,

London SE1 2RT

Custodian
JPMorgan Chase Bank {the “Custodian”),
25 Bank Straet, Canary Wharf, London E14 5JP

Bankers
JPMargan Chase Bank, 25 Bank Strest, Canary Wharf,
Londaon E14 5JP

Royal Bank of Scottand, 24-25 St Andrew Square,
Edinburgh EH2 1AF

Scotia Bank Europe PLC, 33 Finsbury Sguare,
London EC2A 1BB

Share Reqistrars

Computershare Investor Services PLC,
The Pawviions, Bndgwater Road,

Bnstol BS99 6272

Telephone 0800 923 1506
Facsimde 08707036143

Authorised and regulated in the UK by the Financial
Conduct Authority

New Zealand Share Registrars
Computershare Investor Services Limited,
Private Bag 92119, Auckland 1142

Level 2, 159 Hurstmere Road, Takapuna,
Norih Shore City 0622, New Zealand

Telephone  +64 9 488 8700
Facsimle +64 9 488 8787

Solicitors
Norton Rose Fulbright LLP, 3 More London Riverside,
London SE1 2AQ

Stockbrokers
JPMorgan Cazenove, 25 Bank Street, Canary Wharf,
London E14 5JP




Directors’ Report

The Directors submit the Annual Report and
Accounts of the Company for the year ended
31 December 2013

Statement reganding Annual Report and Accounts
The Directors consider that the Annual Report
and Accounts, taken as a whole, s far, balanced
and understandable and provides the information
necessary for shareholders to assess the Company's
performance, business model and strategy

Results and dividends
The results for the year are set out in the attached
accounts

The interim dwdends totalling 6 30 pence per
sharg, together with the final dwdend of 2 70 pence
per share, which will be paid on 1 May 2014 to
shareholders registered on 28 March 2014
{Resolution 4), will bring the total dividend for the year
to 9 00 pence per share This represents an increase
of 5 9% over the comparable B 5 pence per share
paid in the previous year

Company status
The Company 1s an investment company as defined
by Section 833 of the Comparues Act 2006 As
such, It analyses its income between revenue, which
1$ avalable for distnbution by way of dwidends, and
capital, which under 1ts articles of association it 1s
currently prohibited from distnbuting other than by
way of share buybacks

The Company 1s registered in England and Wales
with company registration number 12901 and 1s
subject to the UK Listing Authonty's Listing Rules, UK
company law, financial reporting standards, taxation
law and 1ts own articles of association

Investment trust taxation status

The Company 1s lable to UK corporation tax on ts net
revenue profits but 1s exempt from corporation taxation
on caprtal gans, provided it complies at all times with
section 1158 of the Comporation Tax Act 2010 (“section
1158") The Company has been accepted by HMRC
as an approved investment trust subject to it continuing
to meet the relevant elgibilty condions and ongoing
requirements The Company conducts its affars so as
to enable it 1o comply with the requirements

Report and Accounts 2013

Accounting and going concern
The Financial Statements, starting on page 41,
comply with current UK Financial Reporting
Standards, supplemented by the Statement of
Recommended Practice for Investment Trust
Companies and Venture Capital Trusts {(“SORP")
The significant accounting policies of the Company
are set out in note 2 on the accounts The unqualified
auditors’ opimion on the Financial Statements
appears on page 37 The Company's investment
policy statement places the emphasis on investing
In readlly reahsable histed securties and puts a hmit
on borrowings The Company retains title to all
assets held by the Custodian Trust deeds govern
its debentures and agreements cover its bank
borrowing facilities Cash 1s held only with banks
approved and regutarly reviewed by the Manager

Note 26 on the accounts sets out the financial ngk
profile of the Company and indicates the effect on
the assets and hiabilives of fluctuations in the value of
secunties, and exchange and interest rates

The Directors believe that, in the hght of the
controls and monitoring processes that are In
ptace, the Company has adequate resources and
arrangements to continue operating within 1its stated
policy for the foreseeable future Accordingly, the
accounts continue to be drawn up on the basis that
the Company s @ going concern

Sharehclders will be asked to approve the
adoption of the Annual Report and Accounts at the
Annual General Meeting (Resolution 1)

Independent auditors
So far as each Director is aware, there 1S no relevant
audit informatien of which PwC are unaware The
Directors believe that they have each taken all the
steps that they ought 10 have taken as Directors in
order to make themselves aware of any relevant audit
information and to establish that PwC are aware of
the informatton The Independent Auditors’ Report
can be found on page 37

PwC have indicated thewr willingness to continue in
office and resolutions will be proposed at the Annual
General Mesting to re-appoint them and determine
ther remuneration (Resclutions 13 and 14) However,
the audd will be put out to tender later in the year as
explaned on page 34
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Directors’ Report (continued)

Investment policy statement

The Company invests globally Risk diversification
s achieved through geographic asset allocation
and mndustry sector and stock selection across a
wide range of markets Within the general policy
of maintaning a diversified porticlio, there are no
specific geographic or industry sector exposure lmits
for the publcly isted equities The Board has placed
a hmit of 5% of the value of the total portfolio on
unhsted securities, at the time of acquisition and
excluding private equity investments, and any
uniisted investment requires specific Board approval
Shareholder approval would be sought in the event
that the Board considers that the fong-term exposure
to prnivate eguity investments should exceed a figure
of 20%, the Board has agreed to make no new
commitments until the Company’s exposure moves
back closer to its strategic target of 10%

Under the Company’s articles of association, with
hmited exceptions, no single investment may be
made by the Company which exceeds 10% of the
value of the total partfolio at the time of acquisition
Under the Listing Rules, no more than 10% of
the tolal assets may be invested in other listed
closed-ended investment companies, unless such
nvestment companies have themselves published
nvestment policies to invest no more than 15% of
ther total assets in other closed-ended investment
companies, in which case the mit 1s 15% The Board
has placed a imit of 5% of the value of the total
portfolio on nvestment funds managed by F&C at the
time of acquisition, and any such investment requires
specific Board approval

Borrowings, which can be taken out either
in Sterling or foreign currency, would normally
be expected to fall within a range of 0-20% of
sharehelders’ funds based on valuing the Company’s
debentures at market value

The Company will typically remain fully invested in
equities, but 15 not prohiited from investing in other
types of secunties or assets Derivatives may be used
for the purpose of income enhancement and efficient
portfollo management including, If approprate,
protection against currency nsks With regard to
Income enhancement, options may only be written
on quoted stocks and the total nominal exposure 15
Imited to a maxmum of 5% cof the UK portfolio at

Forengn & Colorual Investment Trust PLC

the time of investment for both put and call options
More detals can be found on page 59 in nole 26
on the accounts

Voting policy
F&C, n the absence of explicit instructions from the
Board, 1s empowered to exercise discretion in the use
of the Company's voting nghts All shareholdings are
voted at all meetings worldwide where practicable in
accordance with the Manager's own corporate
governance policy, which 1s to seek to maximise
shareholder value by constructive use of votes at
company meetings and by endeavouring to use s
influence as an invester with a principled approach to
corporate governance Environmental factors are, where
appropnate, taken into consideration with regard to
investment decisions taken on behalf of the Company
F&C's statemsnt of compliance with The UK
Stewardship Code, 1ssued by the Financial
Reporting Council in July 2010, has been
reviewed and endorsed by the Board, which
encourages and supports the Manager on its
voting policy and its stance towards environmental,
social and governance 1ssues The statement
I1s available on the Manager's website at
www fandc com/ukstewardshipcode The Board
penodically receives a report on instances where the
Manager has voted agamnst the recommendation of
the management on any resolution It also expects to
be informed of any sensitive voting 1ssues mvolving
the Company’s investments

Capntal structure

As at 31 December 2013 there were 570,359,016
ordinary shares of 25 pence each (“ordinary shares”)
In 1ssue There had been ne changes to the number
of ordinary shares as at 3 March 2014 Al ordinary
shares rank equally for dividends and distnbutions
and carry one vote each There are no restrictions
concerning the transfer of secunties in the Company,
no special nghts with regard to control attached
to secunties, no agreements between holders of
securities regarding their transfer known to the
Company and no agreement which the Company 15
party to that affects its control following a takeover
bid Detals of the capital structure can be found In
note 18 on the accounts The revenue profits of the




Company (including accumulated revenue reserves)
are avallable for distnbution by way of dwvidends to
the holders of the ordinary shares Upon a winding-
up, after meeting the labilities of the Company, the
surplus assets would be distnbuted to shareholders
pro rata to therr holdings of ordinary shares

At the Annual General Meeting held on 23 Apni
2013, shareholders renewed the Board's authonty to
buy back up to 14 93% of the Company’s ordinary
shares for cancellation A total of 6,832,000 shares
were bought back and cancelled, representing 1 2%
of the shares in 1ssue at 31 December 2012 This
enhanced the net asset value per share by 0 5 pence
The purchases were made at pnces ranging between
330 2 pence and 378 7 pence and the aggregate
considerabon paid for the shares, including stamp
duty and commisstons, was £24,573,000 There have
been no buybacks between the date of the year end
and the date of this report

Voting nghts and proportional voting
At 28 February 2014 the Company's 570,359,016
ordinary shares In 1ssue represented a total of
570,359,016 voting nghts As at 31 December
2013 and since that date no neotifications of
significant voting nghts have been recewved under
the Financial Conduct Authonty's Disclosure and
Transparency Rules

Approximately 45 3% of the Company’s share
capital 1s held on behalf of non-discretionary clients
through the F&C savings plans The nominee
company holding these shares votes the shares
held on behalf of planholders who have not
returned therr voting directions In proportion to the
directions of those who have (“proportional voting”)
Implementation of this arrangement is subject to
a minimum threshold of 5% of the shares held in
the savings plans being voted A maximum hrrit
of 647,000 shares that any one indwidual investor
can vote, being approximately 5% of the mimimum
threshold, also apples Any shares voted by an
investor n excess of the mavamum imit reman vald,
but do not form part of the proportional voting basis
Planholders have the nght to exclude therr shares
from the proportional voting arrangement
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Borrowings

The Compary has a £110 milion 11 25% debenture
stock, which will be redeemed on 31 December
2014 after twenty-five years The Company also
has a £575,000 4 25% perpetual debenture stock
information in relation to the debentures can be found
In notes 14 and 17 on the accounts The Company
also has the ability t0 use short-term borrowings by
way of loans and overdrafts, subject to the imits
set out above 1In the Company’s iInvestment policy
statement and in the debenture desds A bormowing of
£100 milion s In place with JPMorgan Chase Bank in
the currency equivalents of US$80 million and ¥6,600
milion for a fixed term of seven years matunng in April
2019 There 15 also a multi-currency overdraft facilty
with this bank In September and December 2013 the
existing mulbi-currency credit faciities with National
Australia Bank and Scotia Capital totaling £125 milkion
matured These were replaced in December 2013
with a two-year £100 million faciity with Royal Bank of
Scotland and a three-year facility with Scotia Capital
Both of these factities provide for a commitment of
£100 milion and the option to request an additional
commitment of €100 milton Further reference 1s
made on page 8 and in notes 13 and 16 on the
accounts

Directors’ remuneration reports

The Directors’ remuneration policy and annual
report, which can be found on pages 29 to 31,
provide detalled information on the remuneration
arangements for Directors of the Company Included
IS the Directors’ Remuneration Policy for the first time,
which shareholders will be asked to approve at the
Annual General Meeting {Resolution 2) Shareholders
will also be asked to approve the Directors’ Annual
Report on Remuneration (Resolution 3)

Director re-elections

Other than Ms Francesca Ecsery who joined on
1 August 2013, all the Directors held office throughout
the year under review ang will stand for re-election
by shareholders at the annual general meeting in
accordance with the requiremments of the UK Corporate
Governance Code (Resolutions 5 to 11) Ms Ecsery
will stand for election (Resolubon 12} The Nomination
Committee has considered each of these including a
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Directors’ Report (continued)

review oOf ther status as independent directors The
Board has concurred with the Nomination Committee’s
assessment that each Director continues to make a
valuable and effective contribution and remains
committed In their roles

Directors’ interests and indemnification
There were no contracts of significance to which the
Company was a party and in which a Director 1s,
or was, matenally interested dunng the year There
are no agreements between the Company and its
Directors concerning compensation for loss of office
The Company has granted a deed of indemnity
1o the Directors In respect of labilities that may
attach to them n the capacity as Directors of the
Company This covers any llabiities that may anse
to a third party for negligence, default or breach of
trust or duty The deed of indemnity has been in force
throughout the penod under review and remains in
place as at the date of this report It 1s availlable for
inspection at the Company's registered office dunng
normal business hours and at the Annual General
Meeting The Company also mantans directors’ and
officers’ hability insurance

Safe custody of assets

The Company's listed investments are held in safe
custcdy by the Custodian Operational matters with
the Custodian are camed out on the Company's behalf
by the Manager in accordance with the provisions
of the management agreement A depostary will be
appointed later In the year in accordance with the
Alternative Investment Fund Management Directive
{("AIFMD")

Greenhouse gas emissions

All of the Company’s activities are outsourced to third
parties As such it does not have any physical assets,
property, employees or operations of its own and does
not generate any greenhouse gas or other emissions

The Manager's fees

The Manager receives an annual fee, which for the
year under review was equal to 0 365% of the market
capitahsation of the Company The fee ts calculated
and paid monthly and 1s subject to a deduction
for amounts earned from investments in other

Fareign & Colonial investment Trust PLC

Investment vehicles managed by F&C The amount
received was £7,300,000 (2012 £6,228,000) Note 4
on the accounts provides detalled nformation in
relation to the management fee

Sub-managers' fees

The Manager incurred investment management fees
from the sub-managers appointed to manage the
North Amernca portfolio The Company reimburses
the Manager for these fees, which in 2013 amounted
to £1 8 milion (2011 £1 5 milion) (see note 4 on the
accounts)

Private equity managers' fees

The fees pad to Pantheon and Harbourvest in respect
of the private equity funds of funds amounted to £6 0
million for 2013 (2012 £6 3 mihen) of which £0 6
milion was paid directly and £5 4 milion was incurred
ndirectly through the funds Some of the funds have
arrangements whereby these private equity managers
share In the profits once certain *hurdle” rates of return
to investors have been achieved These arrangements
are vaned and complex, but are on normal commercial
terms wathin the prvate equity funds of funds industry
Fees payable by the underying funds are negotiated
by Pantheon and HarbourVest The arrangements
dlso vary from fund to fund, but management fees of
2% per annum and a 20% camed interest, once an
agreed hurdle rate of return for investors has been
achieved, would be normal

“Foreign & Colomal” and “F&C”
Once a subsidiary of Foreign & Colonial, F&C 18 now
owned by F&C Asset Management plc, a large pan-
European investment group listed on the London
Stock Exchange Foreign & Colonial has a long
association with F&C, having anginally established
and developed the business for the purpose of
managing its assets as far back as 1953

Part of the legacy I1s that the names “Foreign &
Colomial” and "F&C" are often used syncnymously
and incorrectly by commentators in the public arena
However, the companies each own ther respective
names and are two distinct and completely
independent entiies The Company's relationship
with F&C s fully arms-length with no cross-
directorships or common share interests




Manager evaluation process

The Manager’s performance 15 considered at every
Board meeting, with a formal evaluation in January of
each year For the pumposes of its ongoing monrtonng,
the Board receives detaled reports and views from the
Fund Manager on investment polcy, asset allocation,
geanng and nsk, together with quarterly presentations
on the F&C managed regional portfolios Quarterly
updates are receved from the US sub-managers
The Board also recenves comprehensive performance
measurement schedules, provided by Morningstar UK
Limited and F&C These enable 1t to assess the success
or fallure of the management of the total portfolio
aganst the performance objectves sst by the Board, to
assess the sources of positive and negative contnbution
to the portfolio in terms of geanng, asset allocation
and stock selection and to assess the performance of
each region against #s local Index and the nsk/return
charactenstics of the portfolio

Asset allocation, stock selection and gearing
attnbution

% 1year J3years 5years
Asset allocation B1) (34 42
Stock selection 11 16 07
Geanng 32 51 73

Based on dept at market value

The table shows the contnbutions $o total retum versus the Company's
benchimark from asset alocaton stock sefection and geanng decisons
over one three and five years

Source F&C

Regional portfolio attnbution in Sterling

Manager reappointment
The annual evaluation took place in January 2014 with
presentations from FCAM's Chief Executive Officer,
Co Head of Investment, the Fund Manager and the
Head of Investment Trusts This focused primanly
on investment performance and an overview of the
proposals for the agreed takeover of FCAM by Bank
of Montreal With regard to performance, the Manager
had beaten the Company's benchmark and the
weighted average of the net asset value total return of
the AIC Global sector over one, three and five years
It had underperformed shightly against the peer group
over ten years but had comfortably ocutperformed
aganst the benchmark Asset allocation had been
negative and geanng positive In a nsing market Stock
selection had agan been strong in Europe and North
America but was agan disappointing in Emerging
Markets and Japan The UK had performed almost
In ine with the index but over longer penods had
underperformed The Board noted F&C's plans to
address this The Board's assessment alse took into
account the progress that had been made with F&C
over objectives set for 2013 covenng both investment
and marketing topics

The Board met in closed session followmng the
presentations and concluded that in their opinion the
continuing appomntrment of F&C as Manager on the
terms agreed was in the interests of shareholders as
awhole

1year % 3 years %° 5 years %"

Index Index Index
Region Return return Return return Return return
UK 187 189 232 289 779 921
North Amenca 351 283 577 438 124 7 96 6
Europe ex UK 2986 265 522 269 997 609
Japan 230 250 73 12 4 170 261
Emerging Markets {7 4 (41 (14 4) (103} 616 758
Global Income* 89 - - - - -
Global Funds* 13 - - - - -
Private Equity 82 - 291 - 334 -

Returns are cumdative
"Estabbshed 22 January 2013

Source F&C
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Directors’ Report (continued)

31 December 2013

12 month

Value % of US performance

(US$m) Portfolio %

T Rowe Price US Large Cap Growth* 5667 439 419
Barrow Hanley US Large Cap Value* 568 1 440 347
US Smaller Companies FAC managed portfolio 1551 121 345
Totat North America portfolio 1,2899 1000 377
S&P 500 Total Return Index 32 4
Russell 1000 Value Index 325
Russell 1000 Growth Index 313
Russell 2000 Index 388

* The mandate aims to outperform the S&P 500 benchmark index by 2% per annum annualised on a roling three year basis

Source F&C

Private equity portfolio

Cumulatve  Commitrngnt

Cumulative

Onginal  commitment outstanding cash Value of holding
commitment drawn down 31 December returned 31 December
€'000s €'000s €'000s €'000s €'000s
2013 290,000 260,875 29,125 176,898 174,795

Total Euro
denominated portfolio 2012 290,000 251,375 38,625 132,537 187,214
USE'000s US$'000s US$'000s US$'000s US$'000s
Total US Dollar 2013 589,050 500,49C BB560 255712 408,328
denommnated portfolio 2012 589,050 474,129 114,921 166,119 428,606
Commitment Value of
outstanding holding
31 December 31 December
2013 2013
£'000s £'000s
Total private equity portfolio™  Brought forward 102,027 424107
Committed in 2013% - -
Gash drawn in 2013@ (24,612) 24,612
Cash returned in 2013% - (84,707)
Valuation movements® - 36,284
Exchange movements 287 1,665
Total private equity portfiolio®  Carned forward 77,702 391,961

(1) At exchange rates ruling at 31 December 2012
(2) At actual exchange rates n 2013
(3) At exchange rates ruling at 31 December 2013

Sourca FAC
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Annual General Meeting

The Annual General Meeting will be held at Merchant
Jaylors' Hall, 30 Threadneedle Street, London EC2
on Tuesday, 29 Apnl 2014 at 12 noon The Notice
of Annual General Meeting appears on pages 67
to 70 and inciudes a map of the venue The Fund
Manager will give a presentation and there will be
an opportunity to meet the new Fund Manager and
ask questions during the meeting Shareholders
will be able to meet the Directors informally over
refreshments after the meeting

Authonty for the Company to purchase 1ts own
shares (Resolution 15)
Resolution 15 authonses the Company to purchase
In the market up to a maximum of 85,450,000
ordinary shares (equivalent to approximately
14 99% of the 1ssued share capital) for cancellation
at a minimum pnce of 25 pence per share and a
maximum price per share of not more than 5% above
the average of the middle market quotations for an
ordinary share {as derved from the London Stock
Exchange Dally Official List) for the five business days
immediately before the date of purchase

The Directors would continue to use this authonty in
accordance with the strategy set out on page 7
Purchased shares will continue to be cancelled

Purchases of ordinary shares under the authonty
will be financed out of realised revenue and/or capital
reserves and funded from the Company’s own cash
resources o, If appropnate, from shert-term bomrowings

The authorty to purchase ordinary shares will
continue untl the annual general meeting in 2015
The Board intends to seek a renewal of such
authortty at subsequent annual general meetings

Authonty of Directors to allot shares

(Resolution 16)

Resolution 16 15 similar in content to the authorty
and power given to the Directors at previous annual
general meetings By law, directors are not permitted
to allot new shares {or to grant nghts over shares)
unless authorised to do so by shareholders In
addition, directors require specific authonty from
shareholders before allotting new shares {or granting
nghts over shares} for cash, without first offening
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them to existing shareholders in proportion to
therr holdings Resolution 16 gives the Directors
the necessary authonty to allot secunties up
to an aggregate nommnal amount of £7,129,000
(28,516,000 ordinary shares, baing equivalent to
approximately 5% of the issued share capital), with
the power to allot such secunties for cash otherwise
than to existing shareholders on a pro-rata basis The
authonty and power expires at the conclusion of the
annual general meeting In 2015

This authonty and power provides the Directors
with a degree of flexibility to increase the assets of
the Company by the issue of new shares, should any
favourable opportunities arse to the advantage of
shareholders

The Directors can, If necessary, use the authonty
and power to satisfy demand from participants in
the F&G Private investor, Pension Savings or
Children’s Investment Plans, the FAC Child Trust
Fund, Junior ISA or an F&C Individual Savings
Account (the “F&C Sawvings Plans”} when they
believe it 1s advantageous to such participants and
the Company's shareholders to do so Under no
circumstances would the Directors use the authority
and power 10 1ssue shares at a pnce which would
result In a dilution of net asset value per ordinary
share

Amendments to the articles of association
(Resolution 17)
It s proposed that the Company adopt new articles
of association The proposed new articles reflect
further changes in company and tax laws and
relevant corporate governance rules and practices
The Company wili be an alternative investment
fund for the purposes of the AIFMD It 1s therefore
proposed to amend the articles of association in
order to reflect certan requirements arsing as a
result of the implementation of the Directive
In particular, the articles of association have
been amended so0 that the Board may authorise
a depositary appainted by the Company to avail
itself of a contractual discharge of hability in certain
circumstances, and provided always that other
conditions for such discharge have been met
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Thers have been recent changes to UK tax
and corporate laws concerning investment trusts
and investment companies As a result of these
changes, the requirement for such companies to
have a restriction in therr articles of association
prohibiiing the distribution of realised capital profits
has been removed Accordingly, it 1s proposed that
the Company's articles of association be amended
to reflect the new position Note, however, that the
Board has no current intention of paying dvidends
out of capital

The full terms of the proposed new articles of
association (including a copy marked to show
changes to the existing articles of assoctation}
wili be avallable for inspection at the Company's
registered office

VOTING

Form of proxy

If you are a registered shareholder you will find
enclosed a form of proxy for use at the Annual General
Meeting You will also have the option of lodging your
proxy vote using the Internet For shares held through
CREST, proxy appontments may be submitted via the
CREST proxy voting system Please erther complete,
sign and return the form of proxy in the envelope
provided as soon as possible in accordance with the
nstructions or, alternatively, lodge your proxy vote
via the Internet or the CREST proxy voung system,
whether or not you intend to be present at the Annual
General Meeting This will not preclude you from
attending and voting in person if you wish to do so
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All proxy appointments should 1in any event be
returned or lodged so as to be received not later than
48 hours before the time apponted for holding the
Annual General Meeting

Form of direction and proportional voting
If you are an nvestor in any of the F&C Savings
Plans, you will have received a form of direction
for use at the Annual General Meeting and you
will also have the option of lodging your voting
drections using the Internet The Manager operates
a proportional voting arrangement, which 1s explained
on page 19

All voting directions should be made as soon as
possible n accordance with the instructions on the
form of direction and, in any event, not later than
86 hours before the tme apponted for holding the
meeting, so that the nominee company can submit a
farm of proxy before the 48 hour period begins

Recommendation
Your Board considars that the resolutions to be
proposed at the Meeting are in the best interests
of shareholders as a whole The Board therefore
recommends that shareholders vote in favour of each
resolution, as the Directors igitend to do in respect of
their own beneficial holding

By order of the Board,
for and on behalf of F
Secretary

IMarch 2014

afiement Limited,




Corporate Governance Statement

Introduction

The Board has considered the principles set out
n the UK Corporate Governance Code (“the UK
Code") and the AIC Code of Corporate Governance
(the “AlC Code") * The Board beheves that during
the penod under review the Company has complied
with the prowsions of the UK Code, in so far as they
relate to the Company’s business The Board 1s also
adhering to the pnnciples and recommendations of
the AIC Code

Articles of association

The Company's articles of association may only be
amended by special resolution at general meetings of
shareholders

The Board
The Board 15 responsible for the effective stewardship
of the Company's affars and reviews the schedule
of matters reserved for its decision, which are
categorised under vanous headings These include
strategy, policy, finance, nsk, investment restnctions,
performance, marketing, appointments, the Board
and public documents It has responsibility for all
corporate strategic 1ssues, dvidend policy, share
buyback policy and corporate governance matters
which are all reviewed regularly

in order to enable them to discharge therr
responsibibties, all Directors have full and timely
access to retevant 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 complance with the Company's objectives
and 18 respensible for setting investment and geanng
imits within which the Fund Manager has discretion
to act, and thus supervises the management of the
investment portfolio which Is contractually delegated
to the Manager

The Board has the right of veto over the
appontment of sub-managers recommended by the
Fund Manager The Board has responsibility for the
approval of private equity and unlisted investments

Copies of both codes may be found on the respective websites
www frc org uk and www theaic co uk Investors in New Zealand
should note that the corporate governance rules and principles
applicable to the Company in the UK may differ from those of
the New Zealand Stock Exchange s Carporate Governance Best
Practice Code
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and all investments in In-house funds managed or
adwised by the Manager

There 1s no chief executive position within
the Company, as day-to-day management of the
Company’s affarrs has been delegated to the Manager

The following table sets out the number of Board
and committes meetings held and attended dunng
the year under review The Board held a strategy
meeting 1IN September 2013 to consider strategic
Issues and also met In closed session on two
occasions dunng the year, without any representation
from the Manager Separate meetings of the Audt
and Management Engagement Committee were also
held to consider the AIFMD and bank financing All
the Directors attended the Annual General Meeting

Directors’ attendance

Audit and

Management

Engagement MNemination
Board Committee  Committee

8 4 1
Simon Fraser! 8 4 1
Sarah Arkle 8 4 n/a
Sir Roger Bone 8 na 1
Stephen Burley 7 4 n/a
Francesca Ecsery@ 3 n/a n‘a
Jeff Hewitt 5] na
Chnstopher Keljik B 4 1
Nichotas Moakes 8 n‘a 1

{1) Atends but 1s not a member of the Audit Comimitiee
{2) Joined tha Beard on 1 August 2013

Each Director has signed a terms of appoiniment
Istter with the Company, 1n each case including
cong menth’s notice of termination by erther party
These are avalable for nspection at the Company's
registered office during normal busmess hours and
are also avallable at annual general meetings

Drrectors are able o seek independent professional
advice at the Company’s expense in relation to
therr duties No such advice was taken during the
year under review The Board has direct access
to company secretanal advice and services of the
Manager which, through the Company Secretary, 1s
responsible for ensunng that Board and Gommuittee
procedures are followed and applicable regulations
are complied with The proceedings at all Board and
other meetings are fully recorded through a process
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(continued)

that allows any Directors' concerns to be recorded
In the minutes The Board has the power to appoint
or remove the Company Secretary in accordance
with the terms of the Management Agreement The
powers of the Board relating to the buying back of
the Company's shares are expfamed on pages 7,
19 and 23 There 15 an explanation of the Board'’s
powers to 1Issue shares on page 23

Appointments, diversity and succession planming
Under the articles of association of the Company,
the number of directors on the Board may be no
more than fifteen Directors may be appointed by
the Company by ordinary resolution or by the Board
All new appointments by the Board are subject
to election by shareholders at the next AGM and
nstitutional shareholders are given the opportunity
to meet any newly appointed Director if they wish
All the other Directors stand for re-election by
shareholders annually

The final decision with regard to new appointments
always rests with the Board A professional search
consultancy 15 appointed for the purpose of finding
suitable candidates An induction process 1s i place
for new appointees and all Directors are encouraged
to attend relevant traiming courses and seminars One
new appomtment was made during the year

The Board belisves in the benefits of having a
diverse range of skills and backgrounds, including
gender and length of service, on its board of
Directors  All appointments will continue to be based
on merit and therefore the Board 1s unwilling to
commit to numencal diversity targets The Board
1s also of the view that length of service will not
necessarlly compromise the independence or
contnbution of directors of an Investment trust
company, where continuity and expenence can add
significantly to the strength of the board In normal
circumstances the Directors are expected to serve
for a nine year term, but this may be adjusted for
reasons of flexibiity and continuity

Board effectiveness

The 2013 annual appraisal of the Board, the
Committees and the indwidual Directors has been
carried out by the Charman with the support of
independent consultants, The Board Advisory
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Partnerstwp LLP The process included confidential
unattributable one-to-one interviews between the
independent consultant and each Director The
Fund Manager, Head of Investment Trusts and the
Company Secretary also participated to prowde all-
round feedback to the Board The appraisal of the
Charman was covered as part of the process and led
separately by the Semor Independent Director

The progress in achieving the objectives set for
2013 and those relating to the cntical success factors
establshed and dentified in 2010 were reviewed as
part of the process One-to-one meetings between
the Chairman and each Director will take pilace in
March 2014 for the purpose of providing indmdual
feedback and establshing an overall conclusion on
the effectiveness of the Board A report iIncomporating
a modified st of pnonties will be presented to the
Board for approval

Removal of Directors

The Company may by special resolutton remove any

Director before the expiration of his penod of office and

may by ordinary resolution appoint another person who

15 willing to act to be a Director in his place

Any Director automatically ceases to be a Director If

(0 they give the company a written notice of
resignation,

() they give the company a wrtten offer to resign
and the Board resclves to accept this offer,

(m) all of the other Directors remove them from
office by notice in wnting served upon them,

{v) in the wntten opimion of a registered medical
practiioner they are or have become physically or
mentally ncapable of acting as a Director and are
likely to remain so for more than three months,

(v} by reason of a Director's mental health, a court
makes an order which wholly or partly prevents that
Director from personally exercising any powers or
nghts which that Director would ctherwise have,

(v) a bankruptcy order 1s made against them or
they make any arrangement or composition with
their creditors generally,

{viy they are prohibited from being a Drector by law, or

{vin) they are absent from Board meetings for six
consecutive months without permission and the
other Directors resolve that therr office should
be vacated




Independence of Directors

The Board, which 1s composed solely of independent
non-executive Directors, regularly reviews the
Independence of ts members All the Directors have
been assessed by the Board as remaning independent
of the Manager and of the Company tself, none has
a past or current connection with the Manager and
each remains independent In character and judgement
with no relationships or crcurmnstances refating to the
Company that are Iikely to affect that jJudgement

Conflicts of interest
A company director has a statutory obligation to avoid
a stuation in which he or she has, or potentally could
have, a direct or indirect interest that conflicts with the
interests of the company {a "situational confiict”)
The Board therefore has procedures in place for the
authonsation and review of situational conflicts relating
to the Dwectors Limits can be imposed as appropnate

Other than the formal authonsation of the
Directors’ other directorships as situational conflicts,
no authorisations have been sought These
authonsations were reviewed In January 2014, and
each Director abstained from voting in respect of
therr own directorships

Aside from situational conflicts, the Directors
must alsc comply with the statutory rules requiring
company dwectors to declare any interest in an
actual or proposed transaction or arrangement with
the Company

Audit and Management Engagement Committee
The Board has estabhshed an Audit and
Management Engagement Committee, the role and
responsibilities of which are set out In the report on
page 32

Nomination Committee

The role of the Nomination Committee 1S to review

and make recommendations to the Board with

regard to

() Board structure, size and compaosition, the
balance of knowledge, expenence, skill range
and diversity,

() succession planning and tenure policy,
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(n) the criteria for future Board appointments
and the methods of recruitment, selection,
appointment and induction,

(v) the appointment of new Directors and the
re-appointment of those Directors standing for
re-election at annual general meetngs,

(v) changes in committee membership,

(vi) the attendance and time commitment of the
Directors in fulfiling therr duties, including the
extent of therr other directorships,

(wi} the guestion of each Director's independence pnor
to publication of the Annual Beport and Accounts,

(vi) the authonsation of each Director’s situationat
conilicts of interests in accordance with the
provisiens of the Comparies Act 2006 and the
policy and procedures estabhshed by the Board
n relation to these prowisions, and

() the Directors’ contract for services and terms of
office as set out in their Letter of Appointment

All of the Nomination Committeg's responsibilities
have been camed out over the course of 2013 and In
January 2014

The Committee’s terms of reference are available
on request and can also be found on the Company's
website at www foreignandcolonial com Committee
membership 15 isted on pages 14 and 15 and
attendance at meetings on page 25

Remuneration Committee

As the Board has no executive Directors and no
employees, and 1s composed solely of non-
executives, it does not have a remuneration
committee Detalled information on the remuneraticn
arrangements for the Directors of the Company can
be found in the Directors’ Remuneration Policy and
Directors” Annual Report on Remuneration on pages
29 to 31 and in note 5 on the accounts

Relations with shareholders
Sharsholder commurnication 1s given a high pnonty In
addibon to the annual and half-yearly reports that are
available to shareholders, monthly fact sheets and
general information are avalable on the Company's
website at www foreignandcolonial com

A regular dalogue 1 mantaned with the Company's
institutional shareholders and with private client
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asset managers As In previous years, the Charman
contacted the top mstitutional shareholders, as a
result of which email comespondence took place with
a small number of these shareholders Reference to
significant holdings in the Company’s ordinary shares
can be found under "Voting nghts and proporticnal
voting” on page 19

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

All bengficial shareholders in the F&C savings
plans have the opportunity to vote using a form of
drection and have the nght to attend, speak and
vote at all meetings The Manager has stated that the
nominee company wll vote the shares held on behalf
of planholders who have not returned thetr voting
directions in proportion 1o the directtons of those
who have

Shareholders wishing to communicate with the
Chawman, the Senior Independent Director or any
other member of the Board may do so by wnting
to the Company, for the attention of the Company
Secretary, at the address set out on page 16 or by
emall to FCITCoSec@fandc cpm

By order of the Board
for and on behalf of F&C Limited
Secretary

3 March 2014
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Remuneration Report
Directors’ Remuneration Policy

This section provides detalls of the remuneration
polcy for the Directors of the Company, which
shareholders will be asked to approve at the
forthcoming Annual General Meeting If the resolution
15 passed, the policy provisions will apply unti they
are next put to shareholders for approval, which must
be at intervals of not less than three years

The Board considers the level of Directors’ fees at
least annually The Company’s articles of association
Irmut the aggregate fees payable to the Board of
Drrectors to a total of £500,000 per annum Within
that imat, 1t s the responsibiity of the Board as a
whole to determine and approve the Directors' fees,
following a recommendation from the Charman and,
N his case, from the Semior Independent Director,
the Board of Directors 1s composed solely of non-
executive Directors, none of whom has a service
contract with the Company, and therefore no
remuneration committee has been appointed

The Board's policy 1s to set Directors’ remuneration
at a level cormmensurate with the skills and expenence
necessary for the effective stewardship of the
Company and the expected contnbution of the Board
as a whole In continuing to achieve the investment
abjective Time committed to the Company's business
and the specific responsibiities of the Chairman,
Senior Independent Director, Diractors and the
chairmen and members of the vanous committees of
the Board and ther retention are taken into account
The policy aims to be far and reasonable in relation to
comparable nvestment trusts and other similar sized
financial companies It 1s intended that this policy wal
continue for the three year pencd ending at the Annual
General Meeting 2017

The fees are fixed and are payable in cash,
quarterly in arrears Directors are not ehgible for
bonuses, pension benefits, share options, long-term
Incentive schemes or other benefits

Each new Director is provided with a letter of
appantment There 1 no provision for compensation
upon early termination of appointment The letters
of appointment are avallable on request at the
Company's registered office dunng business hours
and will be avallable for 15 minutes before and dunng
the forthcoming Annual General Meeting, at which all
Directors will stand for re-election or election
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The fees for specific responsibilities are set cut in
the table below

Annual fees for Board responsibilities

2013 2012

£'000s £'000s
Board
Charman 660 640
Senior Independent Director 393 383
Director 330 320
Audit and Management Engagement Committee
Charman 100 100
Members 50 5¢
Nomunaton Committee
Charman 30 30
Members 30 30

Based on the current levels of fees, Directors’
remuneration for the year ending 31 December 2014
would be as foltows

2014 2013

£'000s £'000s

Simen Fraser 690 690
Sarah Arkle 380 330
Sir Roger Bona 360 360
Stephen Burley 380 380
Francesca Ecsery 330 128
Jeffrey Hewtt 430 430
Christopher Kefjik 473 47 3
Nicholas Moakes 360 360
Total 3403 3211

Actual




Remuneration Report
Directors’ Annual Report on Remuneration

Sharehciders will be asked to approve this Directors’
Annual Report on Remuneration at the forthcoming
Annual General Meeting

At the Company's last Annual General Mesting,
held on 23 Apnl 2013, 91 6% of the votes cast were
In favour of the resolution to approve the Directors’
Remuneration Report in respect of the year ended 31
December 2012

Directors’ emoluments for the year

The Charrman's fee and Directors’ basic fee were
last increased on 1 January 2013 The Directors
who served during the year received the following
emotuments in the form of fees

Fees for services to the Company (audited)

2013 2012
Director £000s C'000s
Simon Fraseri” 690 66 2
Sarah Arkle? 380 352
Sr Roger Bone 360 350
Stephen Burley 380 370
Francesca Ecsery® 138 -
Jeffrey Hewitt 430 420
Chnistopher Kalykt 473 460
Nicholas Moakes® 360 339
Srr Michagl Bunbury® - 143
Sir David Clement © - 125
Total 3211 3221

(1) Highest pad Director

(&) Jowned the Audit & Management Engagement Committes
on 8 May 2012

(3) Appointed a Director on 1 August 2013

{4) Joned the Nominaton Committee on 26 January 2012
8} Joined the Nomination Committee on 8 May 2012

€) Retred as Director on 8 May 2012

The table below shows the actual expenditure
dunng the year In relation to Directors' remuneration
and shareholder distnbutions

2013 2012 %
£'000s £'000s Change

Aggregate Directors’

Remunaration 3211 3221 -03%

Aggregate Dividends paid

1o Shareholders 49,862 47,128 +58%

Aggregate cost of ordinary

shares repurchased 24,573 40414 -392%
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Towards the end of the year the Charman camed
out a review of fee rates The Board agreed his
recommendation that no increases be made for the
year commencing 1 January 2014

Directors’ shareholdings

The Directors who served dunng the year held the
following interests in the Company’s Ordinary Shares
at the year end

Directors' share interests {audited)

2013 2012
Simon Fraser 36,508 36,377
Sarah Arkle 10,000 10,000
Sir Roger Bone 46,617 26,255
Stephen Burey 25,000 25,000
Francesca Ecsery - -
Jeffrey Hewtt 15,652 13,675
Chnstopher Kelik 61,788 60,610
Nicholas Moakes® 1,252 -

Nichotas Moakes also holds 16 574 units in the Skandia F&C
Investment Fund a ¢ollective investment fund investing salely in the
Company s shares

Tha Cempany s register of Directors interests contains full details of
Directors shareholdings

As at 3 March 2014 the Fund Manager heid 480 B21 sharss in the
Campany (31 Decernber 2013 477184 shares)

Since the year end, the following Directors have
acquired further ordinary shares Simon Fraser 37,
Chnstopher Kelik 285, Sr Roger Bone 794, Jefirey
Hewitt 353 and Francesca Ecsery 808 There have
been no changes in any of the other Directors’
shargholdings detalled above No Director held
any interests In the 1ssued stocks or shares of the
Company other than as stated above

Company Performance

The Board 1s responsible for the Company's
investment strategy and performance, whilst the
management of the investment portfolio 1s delegated
to the Manager The graph on page 31 compares,
for the five financial years ended 31 December 2013,
the total return (assuming all dvidends are renvested)
to ordinary shareholders compared to the Company's
benchmark, the FTSE All World Index An explanation
of the performance of the Company for the year
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1t 15 a company law requirement to cempare the performance of the Company's share price 10 a single broad equity market index As the Manager s
performance 1s measured against FTSE All World Index GBP A ten year performance graph can be found on page 4

ended 31 December 2013 1s given in the Charman's
Statement and Fund Manager's Review

o
S

On behalf of the Board
Simon Fraser

Director

3 March 2014
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Report of the Audit and Management
=ngagement Committee

Role of the committee

The primary responsibifities of the Audit and

Management Engagement Committes are to

monitor the integrity of the financial reporting and

statements of the Company, and to oversee the
audit of the annual and half-yearly accounts and the
internal control and rnisk management processes

The committee met on four occasions during the

year with the Manager's Head of Trust Accounting,

Head of Internal Audit and the Fund Manager in

attendance PwC attended all of the scheduled

committee meetings and occasionally met In closed
session with the committee

Specifically, the committee considered, monitored
and reviewed the following matters throughout the year

* The audited results statements, annual and
half-yearly reports and accounts and interim
management statements,

* The accounting pohcies of the Company,

¢ The effectiveness of the Company's internal control
environment,

* The effectiveness of the audit process and the
independence and cbjectivity of PwC, therr
reappointment, remuneration and terms of
engagement,

s The policy on the engagement of PwC to supply

non-audit sericas,

The need for the Company to have its own internal

audit function,

The mplications of proposed new accounting

standards and regulatory changes,

The receipt of AAF and SSAE16 reports or ther

equivalent from the Custodian, the private equity

managers and the sub-managers and a due diigence
report from the Company's share registrars,

* The performance of the Company’s third party

service providers and administrators, and the fees

chargad in respeact of those services including
those of the Manager and Custodian,

Counterparty approval and the Manager's dealing

efficiency and associated costs,

Investment restrictions including limuts on the

L]

wnting of options,

Cormphance with the prowisions of the trust deed
for the 11 25% debenture stock 2014,

The Company's trade marks and intellectual

property nghts,
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+ Directors' and officers’ hability insurance, and
* The committee’s terms of reference

The Board retains ultimate responsibility for all
aspects relating to external financial statements
and other signficant published financial nformation
The committee has reviewed, and 1s satisfied with,
the Manager's Anti-Fraud, Bnbery and Corruption
Strategy and Policy and with the “whistleblowing”
policy that has been put in place by the Manager
under which its staff may, in confidence, rase
concerns about possible improprieties in financial
reporting or other matters The necessary
arrangements are in place for proportionate and
independent investigation of such maiters and for
appropnate follow-up action

Composition of the committee

Commuttee membership 1s listed on pages 14
and 15 and its termsg of reference can be found
on the website at www foreignandcolonial com
All the committee members are independent non-
executive Directors Jeff Hewitt, charman of the
committee, 1s a chartered accountant and
was for many years Group Finance Director of
Electrocomponents ple He was, until recently, the
External Chairman of the Audit and Risk Committes
of the John Lewis Partnership as well as being audit
committee charman of other hsted companes
The other members of the commuttee have a
combination of financial, nvestment and busmess
expenence through the senior posts held throughout
theur careers

Internal controls and management of risk

The Board has overall responsibihty for the
Company's systems of internal controls, for
reviewing therr effectiveness and ensunng that nisk
management and control processes are embedded
m the day-to-day operations of the Company The
committee has rewviewed and reported to the Board
on these controls, which aim to ensure that the
assets of the Company are safeguarded, proper
accounting records are mantained, and the financial
information used within the business and for
publication 15 relabte Control of the nsks dentified,
covering financial, operational, comphance and




overall nsk management, 1s exercised through regular
reports provided by the Manager on investment
performance, performance attnbution, comphance
with agreed investment restrictions, financial
analyses, revenue estimates, performance of the third
party administrators of the F&C savings plans and on
other management 1ssues The committee has direct
access to the Manager’s group audit commitiee
and its Internal Audit Department prepares a control
report that provides details of any internat sigrificant
control fatlure A key nsk summary 1s also produced
to help identify the nsks to which the Company s
exposed and the controls in place to mitigate them,
including nsks that are not directly the responsibiity
of the Manager The Company's pnncipal nsks are
set out on page 13 with additional information
gven N note 26 on the accounts

The systems of internal controls are designed
to manage rather than eliminate rnisk of falure to
achieve business objectives and can only provide
reasonable, but not absolute, assurance aganst
material misstatement, or 10ss or fraud Further
to the review of the committee, the Board has
assessed the effectiveness of the internal control
systems, Including a review of the Manager's risk
management infrastructure and the report on
policies and procedures in operation and tests for
the penod 1 January to 31 December 2013 {the
“Report”) This has been prepared by the Manager
for ts Investment trust clients to the standards of the
Institute of Chartered Accountants in England and
Wales Technical Release AAF (01/06}

Containing a report from independent external
accountants, tha Report sets out the Manager’s
control pohcies and procedures with respect
to the management of 1ts clients’ investments
and maintenance of their financial records The
effectivengss of these controls 1s monitored by the
Manager's group audit committee, which receives
reqular reports from the Manager's Internal Audit
Department Procedures are in place to capture
and evaluate falings and weaknesses and ensure
that action would be taken to remedy any significant
issues identfied from this monitonng, which would
be reported to the Board No falings or weaknesses
material to the overall control environment and
financial statements were 1dentified in the year
under review
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Through the procedures noted above the
committee assisted the Board in is ongoing
process for identifying, evaluating and managing the
Company’s significant nsks and in the regular and
recent review of internal controls (in accordance with
the Turnbull Guidance)

Following a recommendation from the commitiee,
the Board has concluded that there 1s no current
need for the Company to have an internal audi
function All of the Company's management funchons
are delegated to the Manager, which has its own
internal audit department, and whose controls are
monitored by the Committee and Board

External audit process - significant 1ssues
In carrying out its responsibiities the committee has
considered the planning arrangements, matenality
levels and conclusions of the audit for the penod
under revisw

PwC carried out an intenm audit for the half-
year ended 30 June 2013 and in October 2013 the
committee considered and approved PwC's plan for
the full year audit

The table on page 34 descnbes the significant
1Issues considered by the committee in relation to the
financial statements for the year ended 31 December
2013 and how these 1ssues were addressed

The committee met in February 2014 to discuss
the draft final Report and Accounts for the year
ended 31 December 2013, with representatives of
the auditor and the Manager In attendance

The committee established and agreed that there
were no matenal 1ssues ansing which needed to be
brought to the attention of the Board PwC submitted
therr report to the commuttee at this meeting and
confirmed that they had no reason not to 1ssue an
unqualfied audit report tin respect of the Report and
Accounts for the year The committee subsequently
recommended to the Board that the Report and
Accounts were in therr view, far, balanced and
understandable in accordance with accounting
standards, regulatory requirements and best
practice The unquahfied audit report, which sets
out the scope of the audit and the areas of focus, n
comphance with applicable auditing standards, can
be found on pages 37 t0 40




Report of the Audit and Management
Engagement Committee (continued)

Significant Issues considered by the Audit and Management Engagement Committee in 2013

Matter

Investment Portfoho Valuation

Action

The Company's portfolio 18 invested n
securnities listed on recognised stock
exchanges and in prnivate equity investments
The hsted securities are highly hiquid The
private equity portfolic compnses funds
of funds holding a diversity of unhsted
investments whose values are subjective
Errors i valuation of the portfolio could have
a material Impact on the Company’s net asset
value per share

Misappropnation of Assets

The committee reviewed the Manager's, sub-managers’
and private equity managers' annual internal control
reports which are reported on by independent external
auditors and which detall the systems and controls around
the dally pnaing and valuation of securties

The committee reviewed the valuation of the unlisted
portfolio In detal twice in the year and had access to the
managers of the pnvate equity funds of funds

Misappropniation of the Company’s investments
or cash balances could have a matenal impact
on ts net asset value per share

Income Recognition

The committee reviewed the Manager’s annual internal
control report for the year ended 31 December 2013
which detaills the controls around the reconciliation of the
Manager's records to those of the Custodian The Audit
Committee also reviewed the Custodian's annual internal
contral report to 30 September 2013, which 1s reported on
by ndependent external accountants and which provides
detalls regarding its control environment Regular updates
from the Manager and Custodian, in respect of controls
operating In subsequent penods up to 31 December
2013, were also reviewed

Incomplete or inaccurate recogniion could have
an adverse effect on the Company’s net asset
value and earnings per share and its level of
dwvidend cover

Auditor assessment, independence
and appointment

The committee reviewed the Manager's annual internal
control report and updates it also compared the final level
of income receved for the year to the budget which was
set at the start of the year and discussed the accounting
freatment of special dradends with the Manager

responsibiities Nevertheless, the appomntment
has not previously been put out to tender and,

As part of the rewiew of auditor independence and
effectivenass, PwC have confirmed that they are
independent of the Company and have complied
with relevant auditing standards In evaluating PwC,
the committee has taken into consideration the
standing, skills and experience of the firm and the
audit team From dwect observation and indirect
enquiry of management, the commitiee remains
satisfied that PwC continue to provide effective
iIndegpendent challenge n carrying out their
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as indicated last year, a tender will be conducted
later in 2014, 1n conunction with the rotation of
the audit partner Meanwhile, the committee has
recommended the reappointment of PwC to the
Board ahead of the tender taking place

The Company's policy with regard to the provision
by PwC of non-audit services 1s that the services
should not be managed by members of the audit
engagement team, the services should not have
a maternal effect on the financial statements, and




the fees thereon should not be contingent The
committee has reviewed the provision of such non-
audit services in 2013, totaling £10,000 PwC has
confirmed to the committee that the services were
provided in comphance with the Company's policy,
and the committee considers the services to have
been cost-effective and not to have compromised
the iIndependence of PwC The non-audit services
include taxaton matters and assistance in analysing
and mitigating sk The chairman of the committee 18
advised of non-audit work required and a decision to
authonse 15 taken on a case-by-case basis Further
information can be found in note 5 on the accounts

The actmvities of the committee were evaluated as
part of the Board appraisal process

[

Jeffrey Hewitt

Audit and Management
Engagement Committee Chairman
3 March 2014
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Statement of Directors’ Responsibilities
N Respect of the Financial Statements

As required by company {aw, the Directors
are responsible for the preparation of the Annual
Report and Accounts, which 1s required to include a
Strategic Report, Directors’ Report, Directors’ Annual
Report on Remuneration and Gorporate Governance
Statement The Directors must not approve the
financial statements unless in thewr opimon they
give a true and far view of the state of affaws of
the Company as at 31 December 2013 and of the
results for the year then ended The Directors are
also responsible for ensunng that the Annual Report
and Accounts 1s farr, balanced and understandable
and that adequate accounting records are sufficient
1o show and explain the Company’s transactions
and disclose with reasonable accuracy at any time
the financial position of the Company and enable
them to ensure that the financial statements and
the Directors’ Annual Report on Remuneration
comply with the Companies Act 2006 They have
a general responsibility for taking such steps as are
reasonably open to them to safeguard the assels
of the Company and to prevent and detect fraud
and other irregularities In prepanng the financial
statements, sutable accounting policies have been
used and applied consistently and reasonable and
prudent judgements and estimates have been made
The Annual Report and Accounts 1S published on
the www foreignandcolonial com website, which
1s maintamed by F&C The content and integnty
of the website maintained by F&C or any of is
subsidianes 1s, so far as it relates to the Company,
the responsibiity of F&C The work carried out
by the auditors does not involve considsration of
the maintenance and integnty of this website and,
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accordingly, the auditors accept nc responsibility
for any changes that have occurred to the financial
statements since they were initially presented on
the website Overseas visitors to the website need
to be aware that legislation in the United Kingdom
governing the preparation and dissemination of
the Annual Report and Accounts may differ from
legislation in thetr junsdiction

In accordance with Chapter 4 of the Disclosure
and Transparency Rules, the Directors confirm that to
the best of therr knowledge
* the financial statements have been prepared in
accordance with apphcable UK generally accepted
accounting standards, on a going congern basis,
and give a true and farr view of the assets, labilities,
financial position and return of the Company,
the Strategic Report includes a farr review of the
development and performance of the Company
and the important events that have occurred
dunng the financial year and therr impact on the
financial statements, including a descnption of
pnncipal nsks and uncenainties for the forthcoming
financial year, and

the financial statements and the Directors’ Report
nclude detaills on related party transactions

e

On behalf of the Board
Simon Fraser
Chairman

3 March 2014




Independent Auditors’ Report

Report on the financial statements

Our opinion

fn our opinion the financial statements, defined below

* gwve a true and far view of the state of the Company's
affars as at 31 December 2013 and of 1its net return
and cash flows for the year then ended,

* have been properly prepared in accordance with
United Kingdom Generally Accepted Accounting
Practice, and

* have been prepared In accordance with the
requirements of the Companies Act 2006

This opinion 15 1o be read In the context of what we

say In the remainder of this report

What we have audited

The financial statements, which are prepared

by Foreign & Colonial Investment Trust PLC (the

‘Company’}, comprise

* the balance sheet as at 31 December 2013,

+ the income statement for the year then ended,

¢ the reconciliation of movements in shareholders’
funds and the cash flow statement for the year
then ended, and

» the notes to the financial staterments, which include
a summary of significant accounting pohicies and
other explanatory information

The financial reporting framework that has been

applied in therr preparation compnses applicable law

and United Kingdom Accounting Standards (United

Kingdom Generally Accepted Accounting Practice)

What an audit of financial statements involves
We conducted our audt n accordance with (ntemational
Standards on Auditing (UK and Ireland) (‘1SAs (UK &
Irefand)’} An audit involves obtanng evidence about
the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial
statements are free from matenal misstaterment, whether
caused by fraud or emor This includes an assessment of
* whether the accounting policies are appropriate
to the Company's circumstances and have been
consistently applied and adequately disclosed,
» the reasonableness of sigmficant accounting
estimates made by the Directors, and
+ the overall presentation of the financial statements
In addition, we read all the financial and non-
financial information n the Report and Accounts {the
‘Annual Report’) to identify matenal inconsistencies
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with the audited financial statements and to
identify any information that 1s apparently matenally
incorrect based on, or matenally inconsistent with,
the knowledge acquired by us in the course of
performing the audit If we become aware of any
apparent matenial misstatements or Inconsistencies
we consider the implications for our report

Overview of our audit approach
O Matenality
We set certain thresholds for matenality These
helped us to determine the nature, tming and extent
of our audlt procedures and to evaluate the effect of
riisstaternents, both individually and on the financial
statements as a whole

Based on our professional judgement, we
determined an overall matenality for the financal
statements as a whole of £24 3 milion, which 1s
approxmately 1% of Net Assets

We agreed with the Audit Committee that we
would report to them misstatements identified durng
our audt above £1 2 million as well as misstatements
below that amount that, in cur view, warranted
reporting for qualtative reasons

O Overview of the scope of our audit

The Company 1s a standalone Investment Trust
Company managed by an independent investment
manager, F&C Management Limited (the ‘'Investment
Manager'}

The financial statements, which reman the
responsibility of the Directors, are prepared on ther
behaff by the Investment Manager The Investment
Manager has, with the consent of the Directors,
delegated the provision of certain administrative
functions to State Street Bank and Trust Company
{the ‘Company Administrator’)

In establishing the overall approach to our audit we
assessed the nsk of matenal misstatement, taking
into account the nature, likellhood and potential
magnitude of any misstatement As part of our
risk assessment, we considered the Company’s
Interaction with the Investment Manager and
Company Administrator, and we assessed the
control environment in place at both organisations to
the extent relevant to our audit of the Company

Following this assessment, we applied professional
judgement to determine the extent of testing required
over each balance in the financial statements
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Independent Auditors’ Report

(continued)

O Areas of particular audit focus
In preparing the financial statements, the Directors
made a number of subjective judgements, for
example in respect of sigmficant accounting
estimates that involved making assumptions
and considenng future events that are inherently
uncertan We primanly focused our work in these
areas by assessing the Directors’ judgements aganst
availlable evidence, forming our cwn judgements, and
evaluating the disclosures In the financial statements
In our audit, we tested and examined information,
using sampling and other auditing techniques, to the

extent we considered necessary to provide a reasonable
basis for us to draw conclusions We obtaned audit
evidence through testing the effectivenass of controls,
substantve procedures or a combination of both

We considered the following areas to be those
that reguired particutar focus in the current year This
Is not a complete st of all nsks or areas of focus
identified by our audit

Woe discussed these areas of focus with the Audit
Committee Their report on those matters that they
considered to be significant issuas In relation to the
financial staternents 1s set out on page 34

Area of focus

Valuation and existence of investments

How the scope of our audit addressed
the area of focus

We focused on thts area because invest-
ments represent the pnncipal element of the
financial statements and some private equity
valuations are subjective

income recognition

The nvestment portfolio compnses listed equity investments
and investments In private equity through funds or partnerships

We tested the existence of the investment portfolio by
agreeing the holdings to an independent confirmation

We tested the valuation of the listed investment portfolic by
agreaing the valuaton of 100% of the listed investments to
independent third party sources

For the private equity portfolio, we obtained confirmation
of the valuatton from the prvate equity managers We also
discussed the valuations with them and the Investment
Manager in order to challenge the appropnateness of the
methedology and the valuations used

We focused on this area because incomplete
or inaccurate iIncome could have a matenal
impact on the Company’s net asset value
and dividend cover

We tested a sample of dividend receipts to independent
third party sources Qur sample covered at least 50% of
dividend income from listed investments and 100% of
dividend income from unhisted investments

We have also performed tests on whether income the
Company 1s entitled to has been recorded

Risk of management ovemde of internal controls

ISAs (UK & Ireland) require that we consider
management overnde of controls

We focused on this area because whilst
the posting of journals is performed by the
Company Administrator, the instruction 1s
given by the Investment Manager who, along
with the Directors, may exert bias or influence

We tested journal entnes to determine whether adjustments
were supported by evidence and were appropnately
authonsed

We also buillt an element of “unpredictability” nto our
detaled testing

Foreign & Colonial Investrnent Trust PLC




Going Concern
Under the Listing Rules we are required to review
the Directors’ statement, set out on page 17, n
relation to going concern We have nothing to report
having performed our review

As noted in the Directors' staterment the Directors
have concluded that it is appropnate to prepare the
financial statements using the going concern basis
of accounting The going concern basis presumes
that the Compary has adequate resources to remain
in operation, and that the Directors intend it to do
50, for at least cne year from the date the financial
statements were signed As part of our audit we
have concluded that the Directors’ use of the going
concern basis 1S appropnate

However, because not all future events or
conditions can be predicted, these statements
are not a guarantee as to the Company's ability to
continue as a going concem

Opmions on matters prescnbed by the

Companies Act 2006

In our opinion

* the information given in the Strategic Report and
the Directors’ Report for the financial year for which
the financial statements are prepared 15 consistent
with the financial statements, and

* the part of the Directors’ Remuneration Report
to be audited has been properly prepared in
accordance with the Companies Act 2006

Other matters on which we are required to

report by exception

O Adequacy of accounting records and
information and explanations received

Under the Companies Act 2006 we are required o

report to you If, iIn our opinion

* we have not received all the information and

explanatons we require for our audit, or

adequate accounting records have not been kept,

or returns adequate for our audit have not been

recerved from branches not visited by us, or

the financial staterments and the part of the Directors’

Remuneration Report to be audited are not In

agreement with the accounting records and retums

We have no exceptions to report ansing from this

responsibility
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© Directors’ remuneration

Under the Companies Act 2008 we are required to
report to you if, In our opimon, certain disclosures
of Directors’ remuneration specified by law have not
been made We have no exceptions 1o report arising
from this responsibility

© Corporate Governance Statement
Under the Listing Rules we are required to review the
part of the Corporate Governance Staternent relating
to the Company’s compliance with nine prowsions of
the UK Cormporate Govemnance Code (‘the Code’) We
have nothing to report having performed our review
On page 17 of the Annual Report, as reguired
by the Code Provision C 1 1, the Directors state that
they consider the Annual Report taken as a whole o
be far, balanced and understandable and provides
the information necessary for members to assess the
Company's performance, business model and strategy
On page 34, as requrred by G3 8 of the Code, the
Audt Committee has set out the significant issues that
it considered in relaton 1o the financial statements, and
how they were addressed Under 1SAs (UK & Ireland)
we are required to report to you if, In our opimion
* the statement given by the Directors 1s matenally
inconsistent with our knowledge of the Company
acquired in the course of performing our audit, or
* the section of the Annual Report describing
the work of the Audit Committee does not
appropriately address matters communicated by
us to the Audit Committee
We have no exceptions to report ansing from this
responsibility

O Other information in the Annual Report

Under ISAs (UK & Ireland), we are required to report

to you if, in our opinicn, information mn the Annual

Report 15

* matenally inconsistent with the information in the
audited financial statements, or

* apparently matenaly ncorrect based on, or matenally
Inconsistent wath, our knowledge of the Company
acquired In the course of performing our audit, or

s is otherwise misleading

We have no exceptions to report arising from this

responsibility
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Independent Auditors’ Report

(continued)

Responsibihties for the financial statements and
the audit
O Our responsibilities and those of the Directors
As explained mere fully in the Statement of Directors’
Responsibilities set out on page 36, the Directors
are responsible for the preparation of the financial
statements and for being satisfied that they give a
true and fair view

Qur responstbility 15 to audit and express an
opinicn on the financial statements n accordance
with applicable law and ISAs (UK & Ireland) Those
standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Foreign & Colonial Invesiment Trust PLC

This report, including the opiions, has been
prepared for and only for the Company’s members
as a body in accordance with Chapter 3 of Part
16 of the Companries Act 2006 and for no other
purpose We do not, In giving these opinions, accept
or assume responsibility for any other purpose or to
any other person to whom this report 18 shown or
into whose hands it may come save where exprassly
agreed by our prior consent in wnting

AT

Alex Bertoloth (Sentor Statutory Auditor)

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

3 March 2014




Revenue Notas
Capital Notes

10

20

Notes

Income Statement

2013 2012
Revenue Capital Total Revenue Capital Total
For the year ended 31 Dacember £°000s £'000s £'000s £'000s £'000s £'000s
Gains on investments and dernvatives - 386,631 386,631 - 202612 202612
Exchange (losses)/gans {198) 9,004 8,806 {146} 8,623 8,377
Income 63,106 - 63,106 59,403 - 59,403
Management fees {4,545) (5,159) (9,704) (3,858) (4,461) {8.319)
Other expenses {2,131) {67) (2,198) (2,944) {51) {2,995)
et return before finance costs and 56,232 300400 446641 52455 206623 250,078
axation
Finance costs (8,685) (8,685) (17,370) (8,818) (8,818 (17.639)
Net return on ordinary activities
befare taxation 47,547 381,724 429,271 43,637 197,805 241,442
Taxation on ordinary activities (3,510) - (3,510) (2,796) - {2,796)
Net return attnbutable to
shareholders 44,037 381,724 425761 40,841 197,805 238,646
Net return per share - basic (pence} 769 66 68 74 37 702 3398 4100

The total column of this statemant 1s the profit and foss account of the Company
All revenue and capital terms in the above staternent derve from contnuing operations
A statement of total recogrised gains and losses 1s not required as all gains and Josses of the Cempany have been reflacted i the above statement

Reconcliliation of Movements in

Shareholders'’

Funds

Capital

Share Redemption

Total

Capital Revenue Shareholders’

Capital Reserve Reserves Reserve Funds

For the year ended 31 December 2013 £'000s £'000s £'000s £'000s £'000s
Balance brought forward 31 December 2012 144,298 118,464 1,711,696 104,538 2,078,996
Dwidends paid . - - - {49,862) (49,862)
Shares repurchased by the Company (1,708} 1,708 (24,573) - (24,573)
Return attnbutable to shareholders - - 381,724 44,037 425,761
Balance camed forward 31 December 2013 142,590 120,172 2,068,847 98,713 2,430,322
Capital Total

Share Redemption

Captal  Revenue Shareholders’

Capital Reserve Reserves  Reserve Funds
For the year ended 31 December 2012 £'000s £'000s £'000s £'000s £'000s
Balance brought forward 31 December 2011 147,584 115,178 1,554,305 110,825 1,927,892
Dwdends paid - - - (47,128) (47,128)
Sharas repurchased by the Company {(3.286) 3,286  {40,414) - (40,414
Return attnbutable to sharsholders - - 197,805 40,841 238,646
Balance carried forward 31 December 2012 144,298 118,464 1,711,696 104,538 2,078,996
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Balance Sheet

2013 2012
At 31 December £'000s £'000s £'000s £’000s
Fixed assets
Investments 2,623,202 2,374,431
Current assets
Debtors 5,280 3,831
Cash at Bank and short term deposits 32,477 25,999
37,757 29,830
Creditors amounts falling due within one year
Dervative financial instruments 19 34)
Loans (30,000) {115,000)
Debentures {110,000} -
Cther (3,827) (3,481)
{143,846) {118,515)
Net current labilities {106,089) (88,685}
Total assets less current liabilities 2,517,113 2,285,746
Creditors amounts falling due after more than one year
Loans (86,216) (96,175)
Debentures (575) (110,575)
(86,791} {206,750
Net assets 2,430,322 2,078,996
Capital and reserves
Share capital 142,590 144,298
Capital redemption reserve 120,172 118,464
Capital reserves 2,068,847 1,711,696
Revenue reserve 98,713 104,538
Total shareholders’ funds 2,430,322 2,078,996
Net asset value per share — pnor charges at nominal value
{pence) 42610 36019

The Financial Staterments were approved by the Board on 3 March 2014 and signed on its behalf by

w\dge)
Simen Fraser
Chairman

Foreign & Colorual Investrnent Trust PLC

//

Jeffray Hewiit
Director




Cash Flow Statement
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g 2013 2012
2 For the year ended 31 December £'000s £'000s £'000s £'000s
Operating activities
Investment income 58,739 57.352
Interest receved 32 97
Stock lending fees receved 3 274
Prermium frorm option wnting 439 1.025
Other revenue 70 369
Managemenit fees paid {9.556) (8.248)
Fees paid to Directors 321) (322)
Other cash payments (2,067) (2,610}
22 Net cash inflow from operating activities 47,339 47,937
Servicing of finance
Interest paid (17,262) (17,780)
Cash outflow from servicing of finance {17,262) (17.780)
Financial nvestment
Purchases of investments and denvatives (865,197} {499,960)
Sales of investments and denvatives 1,002,646 556,528
Other capital charges and credits (4] {49)
Net cash inflow from financial nvestment 137,382 56,519
Equity dividends paid (49,862} 47,128}
Net cash inflow before use of iguid resources
and financing 117,597 39,548
Management of hiquid resources
Increase in short term deposits (9,432) (16,416)
Financing
Net loans {repaud)/raised (85,000} 42,939
Costs of shares repurchased (25,164) (39.830)
Net cash (outfiow)/inflow from financing (110,164) 3,109
23 {Decrease)/increase in cash (1,999) 26,241
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Notes on the Accounts

1

General information

Forergn & Colonial Investment Trust PLC 1s an Investment Company, incorporated in the United Kingdom with a prermum
Iisting on the London Stock Exchange The Company Registration number 1s 12901, and the Registered office 1s Exchange
House, Primrose Strest, London, EC2A 2NY England The Company conducts its affars so as to qualfy as an Investment
Trust under the prowisions of Section 1158 of the Corparation Tax Act, 2010 Approval of the Company under $1158 has
been receved The Company intends to conduct its affars so as to enable it to continua to comply with the requirements of
51158 Such approval exempts the Company from UK Cerporation Tax on gans realised i the relavant year on s portfolio
of fixed asset nvestments and derivatives

Under the Company's Articles of Association, net capital returns may not be distinbuted by way of dvidend and are allocated
via the Capital Account to the Capital Reserves Dividends payable 1o equity sharsholders are shown in the Reconciliation of
Movement in Shareholdars' Funds

2 Significant accounting polcies

{a) Basis of accounting

b

—-—

The accounts of the Company have been prepared on a going concern basis under the histarical cost convention
modified to nclude fixed asset investmants and denvatves at far value, and in accordance with the Companies Act
2006, Accounting Standards applicable in the United Kingdom and with the Revised Statement of Recormmencded
Practice “Financial Statements of Investment Trust Companies and Venture Capital Trusts” (“SORP") 1ssued n January
2009

The functional and presentational currency of the Company 1s pounds Sterling because that 1s the currency of the
prmary economic environment in which the Company operates

The Company had no operating subsidianes at any tme dunng the years ended 31 December 2013 and 31 December
2012 Consequently, consobdated accounts have not been prepared

There have been no significant changes to the accounting policies dunng the year ended 31 December 2013

In accordance with the SORP, the Income Statement has been analysed between a Revenue Account (dealing with
items of a revenue nature) and a Capital Account {refating to tems of a capital nature) Revenue returns include, but

are not limited to, dvidend income and operating expenses and tax (insofar as the expenses and tax are not allocated
to capital, as described in note 2(b) below) Net ravenue returns are allocated via the revenus account to the Revenue
Reserve, out of which interim and final dmdend payments are made Capital returns include, but are not irmited to,
realised and unrealised profits and losses on fixed asset nvestments and dervatives and currency profits and losses on
cash and borrowings

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

()] Financial instruments
Financial Instruments include fixed asset investments, dervative assets and liabilties, and long-term debt
instruments, cash and shori-term deposits, debtors and creditors Accounting Standards recogrisa a hierarchy
of far value measuremants, for financial nstruments measured at far valus In the Balance Sheet, which gives the
highest pnonty to unadjusted quoted prices In active markets for identical assets or habilities fevel 1) and the lowest
priorty to unabservable inputs {evel 3] The classification of financial instruments depends on the lowest significant
applicable nput, as follows

Level 1 — Unadjusted, fully accessible and current quoted pnces in actve markets for idantical assets or labilities
Included within this category are nvestments histed on any recognised stock exchange or quoted on the AlM Market
in the UK

Level 2 - Quoted prices for similar assets or llabilities, or other directly or indirectly observable inputs which exist for
the duration of the penod of nvestment Examples of such Instruments would be those for which the guoted price
has been suspended, forward exchange contracts and certain other dervative instruments The Company held no
such securties dunng the year under review

Level 3 ~ External inputs are unobservable Value 1s the Drectors' best estimate, based on advice from relevani
knowledgeable experts, use of recognised valuation techrvques and on assumptions as to what Inputs other market
participants would apply (0 pricing the same or similar instrument  Included within this category are investments in
private companies or securties, whather invested in directly or through pooled Prvate Equity vehicles
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2 Significant accounting policies (continued)

()

{m)

(v)

W)

(v}

Fixed asset investments and derivative financial instruments

As an Investment Trust, the Company measures its fixed asset investiments at farr value through profit or loss and
treats all transactions on the realisation and revaluation of investments held as fixed assets, as transactions on the
Caprital Account Purchases are recognised on the relevant trade date, inclusive of expenses which are incidental
to the acquisiion of the iInvestments Sales are also recognised on the trade date, after deducting expenses
incidental to the sales Quoted nvestments are valued at bid value at the close of business on the relevant date
on the exchange on which the investment 1s listed Investments which are not quoted or which are not frequently
traded are stated at Directors’ best estimate of far value In arrving at ther estimate, the Directors make use of
recognised valuabion techniques and may take account of recent arm's length transactions in the same or similar
Investment instruments Whera no reliable far value can be estimated, investments are carmed at cost or less any
provison fer imparment

With respect specifically to investments in private equity, whether through funds or partnerships, the Directors rely
on unaudited valuations of the underlying unlisted investments as suppled by the managers of those funds or
partnarships The Directors regularty review the pnnciples applied by the managers to those valuations {0 engure
they are In compliance with the above policies  Distnbutions from private equity funds are recogrised when the
nght to distributions 15 established

Dervative Instruments

Dervatives including forward exchange contracts and options are classified as held for trading and are
accounted for as financial assets or habilites Whare it can be demonstrated that the denvative ts connected

1o the maintenance of the Company's investments, the change in far value 1s recognised as capital and shown

in the Caprtal column of the Income Statement Where an option 1s wntten in the expectation that it will not be
exercised, or that any losses on exercise will be outweighed by the value of the premiums receved, the premiums
are recognised in the Revenue column of the Income Statement The value of the premium 1s usually the option's
intial far value and 18 recognised evenly over tha Ife of the option Subsequent changes to far valus are adjusted
in the Capital column of the Income Statement such that the total amounts recognised within Revenue and
Caprtat represent tha change in far value of the option

Debt Instruments

The Company's debt instruments include the debenture stock included in the Balance Sheet at proceeds
recened, net of 1ssue costs, and short-term bank borrowings and overdrafts, intially measured at far valua and
subsequently measured at amortised cost using the effective interest rate method No debt instruments held
dunng the year required hierarchical classification

The 11 25% debenture stock was 1ssued In 1989 and 4 25% perpetual debenture stock was 1ssued In 1360
The farr market value of these debenture stocks is set out n notes 14 and 17 on the accounts Feance charges,
incluchng interest, are accrued using the effective interest rate method See 2(wi) below for allocation of finance
charges within the Income Statement

-

Foreign currency

Foreign currency monetary assets and habiltes are expressed in Sterling at rates of exchange rulng at the
balance sheet date Purchases and sales of investment secunties, dividend income, interest income and
expenses are translated at the rates of exchange prevailing at the respective dates of such transactions
Exchange profits and losses on fixed assets investments are included wiathin the changes in farr value In the
Capital Account Exchange profits and losses on other currency balances are separately credited or charged to
the Capital Account except where they relate to revenue tems

Income

Income from equity shares is brought into the Revenue Account (except where, in the opinion of the Directors,

its nature indicates it should be recogrised as within the Capital Account) on the ex-dvidend date or, where no
ex-dividend date 18 quoted, whan the Company’s night 1o receve payment is establshed Fixed returns on non-
equity shares and debt secunties are recognised on a tme apportionment basis so as to reflect the effective yeld
on the investment Dividends are accounted for in accordance with Fnancial Reporting Standard 16 “Current
Taxation” (FRS18) on the basis of mcome actually recewvable, without adjustment for the tax credt attaching to
the dmdends Dwidards from oversaas companies conttnue 1o be shown gross of withholding tax Where the
Company has elected {o receve its dnvidends in the form of additional shares rather than in cash (scnp dwdends),
the amount of the cash dividend foregone s recognised as income  Any excess In the value of the shares receved
over the amount of the cash dividend foregone 1s recognised in capital reserves
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Notes on the Accounts (continued)

2 Significant accounting policies {continued)

{vi)

{vin)

{x)

=}

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

- expenses Incidental to the acquisition or disposal of fixed assets investments are included within the cost of the
investments or deducted from the disposal proceeds of invastments and are thus charged to Capital Reserve
realised via the Capital Account,

— 100% of management fees, Invoiced to the Company in respect of certan Private Equity investments, are
allocated to capital reserves, via the Capital Account, in accordance with the Board's long-term expected spit
of returns from those nvestments,

— 50% of other management fees, and 50% of finance costs (both net of applicable tax relief) are alocated 1o
Capital Reservas wia the Capital Account, in accordance with the Board's long-term expected split of returns
from the investmant portfolio {excluding pnvate equity investments) of the Company, and

- all expenses are accounted for on an aceruals basis

Taxation

Deferred tax s provided on an undiscounted basis in accordance with FRS19 on all iming differences that have
onginated but not reversed by the Balance Sheet date, based on tax rates that are expected to apply In the penod
when the labxiity i1s settled or the asset 1s realised Deferred tax assets are anly recognised if it 1s considered more
likely than not that there will be suitable profits from which the future reversal of iming differences can be deducted
In lne with the recommendations of the SORP, the allocation method used to calculate the tax relief on expenses
charged to capial i1s the “marginal” basis Under this basis, If taxable ncome 1s capable of baing offset entirely by
expenses charged through the Revenue Account, then no tax relief 1s transferred to the Capital Account

Capital Redemption Reserve
The nominal value of ordinary share caprtal repurchased for cancellation 1s transferred out of Share Capital and
into the Capital Redemption Reserve, on a trade date basis

Capital Reserves
Capital reserve - arising ot investments sold

The following are accounted for in this reserve

gans and losses on the disposal of fixed asset investments and denvatives,

- realised exchange differences of a capital nature,

cosis of professional advice including related imecoverable VAT, relating to the caprtal structure of the Company,

other capital charges and credits charged or credited to this account in accordance with the above policies, and

costs of repurchasing ordinary share capital are recognised on a trade date basis

Caprtal reserve — arising on investments held

The {following are accounted for in this reserve

- ncreases and decreases in the valuation of fixed asset investments and denvatives held at the year end, and

- unrealsed exchange differences of a capital nature
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3 income

2013 2012
£'000s £°000s
UK dnidends 25,569 28,402
Qverseas divdends 36,964 29,141
Scnp dvidends - 72
62,533 87,705
Other Income
Stock lending fees* 1 237
Dervative incomse 470 995
Underwnting commission 70 216
Interest on cash and short-term deposits 3z 97
Sundry income - 153
573 1,698
Total ncome 63,106 59,403
Total Income comprises
Dmdends 62,533 57,705
Cther income 573 1,698
63,106 59,403
Income from investments comprises
Listed UK 25,569 28,149
Listed Overseas 35,458 28,213
Unlisted 1,506 343
62,533 57,705
As dascrnbed in note 2{b)fin) derivative incoma has been denved from premiums received on put and call optiens written On securies beld n the porticho of
investments
With ettect from 17 January 2013 the Company ceased slock lending
Repart arxd Accounts 2013
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Notes on the Accounts (continued)

4 Management fees

2013 20312
£'000s £'000s £'000s £'000s
Payable drectly to F&C
- m respect of management services provded by F&C - O 7,300 6,228
- rembursemant In respect of services provided by
sub-managers 0 1,790 1,488
9,090 7.716
Payable directly to Private Equity Managers i} 614 603
Total directly incurred management fees 9,704 8,319
Incurred indirectly within Funds managed by Prvate {ul} 5,350 5,650
Equity Managers
Total direct and indirect management fees 15,054 13,969
@ 50% of these fees allocated 1o captal reserve ansing on nvestments sokd
{1)  100% of these fees allocated to capital reserve ansing on investments sold
i) Indirectly incurred fees included within the value of the respective funds
Directly incurred fees are analysed as follows
2013 2012
Management fees £'000s £'000s
- payable drectly to F&C 9,090 7,716
— payable directly to private equity managers 614 603
9,704 8.319
Less allocated to capital reserves {5,159) {4,461)
Allocated to revenue account 4,545 3,858

{a} Management fees payable to F&C

F&C provides nwvestment management, company secretanal, financid, marketing and general administrative servicas 1o the
Campany under the terms of an agreement which may be terminated upon six months’ notice gven by either party In the evert of

achange of control of the Manager, the Company may give three months” notice of termination

‘The Manager's remuneration is based on a fee of 0 365% per annum of the market captalisation of the Company. calcutated
at each month end on a pro-rata basis, the fee 1s adjusted for fees sarned by the Manager in respect of iInvestment holdings

rmanaged or advised by the Manager Vanable fees payable in respect of third party sub-managers are also rembursed

(b} Management fees payable to the private equity managers

At 31 December 2013 the Company had commitments in five prvate equity funds managed by Pantheon Ventures Lirmited
{2012 five) and eteven funds managed by HarbourVest Partners LLC (2012 eleven) Fees in respect of the Pantheon Europe
Fund lil are paid quarterly, direcily to Pantheon Ventures Limited, at a rate of 0 64% per annum {2012 0 65%) based on
capital commitments These fees are afllocated fully to Capital Reserve on investments sold Fees in respact of all other
private equity furis are based on capital commitments and are charged quarterly against the underlying snvestments in
those funds The fees are not diractly incurred by the Company The fee rates applying during 2013 vaned from 0 656% per

annum to 1 61% per annum (2012 0 65% to 1 91%)
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5 Other expenses

2013 2012
£'000s £'000s
Auditors’ remuneration

for audit and audit-related assurance senices’ 101 92
for other services™ 11 12
Custody 283 215

Directors’ emoluments {see Directors’ Remuneration Report on pages 30 to 31}
fees for services to the Company 321 322
Subscriptions 25 27
Birectors’ and officers” lability insurance 57 57
Marketing 5§49 494
Sawvings Plans 108 1,199
Loan commitment and arrangement lees 106 22
Registrars 127 108
Professional charges 98 77
Printing and postage 158 145
Sundry 187 174
2,13 2,944

All expenses are stated gross of rrecoverable VAT, where applcable

* Total auditors' remuneration for audit services, exclusive of VAT, amounting to £94,000 (2012 £89,000) includes £18,000
costs relating to an independant review report for the panod to 30 June 2013 2012 £18,000)

** Total auditors’ remuneration for other services , exclusive of VAT, amounting to £10,000 (2012 £11,000), compnised,
£8,000 for taxation complance services (2012 £8,000), £2,000Q relating {0 other assurance services for review of
debenture compliance certficate (2012 £2,000) No part of these amounts was charged to capital reserves (2012 £nil)

6 Finance costs

2013 2012
£'000s £'000s
Debenture stocks 12,399 12,398
Loans 4,959 5107
Overdrafts 12 130
17,370 17,636
Less allocated to capital reserves (see note 20) (8,685) (8.818)
8,685 8,818

The interest on debenture stocks, loans and overdrafts 1s further analysed as follows
Loans and overdraits repayable within one year, not by instalments {nota 13) 12 2,945
Debentures and loans repayable between one and five years, not by Instalments (notes 14 and 17) 13,515 12,399
Loans repayable after moreé than five years (note 16) 3,843 2,291
17,370 17,836
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Notes on the Accounts (continued)

7 Taxation on ordinary activities
{a) Anatysis of tax charge for the year

2013 2012
Revenue Caputal Total Revenue Capital Total
£°000s £'000s £'000s £'000s £'000s £'000s
Corporation tax at 23 25% {2012 24 5%) - - - - - -
Relief for overseas taxation - - - - - -
Overseas taxaton 3,439 - 3,439 2,807 - 2,807
Total current taxation {note 7(H) 3,439 - 3,439 2,807 - 2,807
Deferred tax 71 - 71 (11) - {11)
3,510 - 3510 2,796 - 2,796
The tax assessed for the year 1s lower (2012 lower) than the standard rate of Corporation tax in the UK
{b} Factors affecting tax charge for the year
2013 2012
Revenue Capital Total Revenue Capital Total
£'000s £°000s £'000s £'000s £'000s £'000s
Return on ordinary activities before taxation 47,547 381,724 429,21 43,637 197,805 241,442
Return on ordinary actvites multipled by the standard 11,055 88,751 99,806 10,691 48,462 59,153
rate of UK corporation tax of 23 25% {2012 24 50%)
Effects of
Dwvidends* (14,507) ~ (14,507) {14,088) - {14,088}
Exchange losses/(gains) not subect to corporation tax 46 - 46 36 - 38
Capttal returns* - {91,985) (91,985) - (51,728) (51,728}
Expenses not deductibla for tax purposes 71 15 86 208 13 221
Expenses not utiised n the year 3,501 3,219 6,720 3,183 3,253 6,406
Unutilsed overseas tax in excess of double 3,273 - 3273 2,807 - 2,807
taxation relief
Total current taxation (note 7(a)) 3,439 - 3439 2,807 - 2,807

These iterms are not subject to corporation tax within an invastment trust company

The deferrad tax asset of £48 0 milkon (2012 £42 4 million) in respect of unutiised expenses at 31 December 2013 has not
been recognised as It 1s Iikely that the unrecognised asset will dminish in the foreseeable future Of this amount £16 8 milion
(2012 £13 2 million) relates to revenue expenses and £31 2 milkon (2012 £29 2 millon) to capital expenses

8 Net return per share

2013 2013 2012 2012

pence £'000s pence £'000s

Total return 7437 425,761 4100 238,646
Revenue return 769 44,037 702 40 841
Capital retumn 66 68 381,724 3398 197,805
Woeighted average ordinary shares in 1ssus 572,445,619 582,126,715
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9 Dwidends

203 2012

Drviddends on ordinary shares Register date Payment date £'000s £'000s
2011 Final of 4 10p 13-Apr-2012 11-May-2012 - 23,947
2012 First intenm of 4 Q0p 10-Aug-2012 7-Sep-2012 - 23,181
2012 Second intermm of 2 00p 11-Jan-2013 1-Feb-2013 11,544 -
2012 Final of 2 50p 5-Apr-2013 1-May-2013 14,343 -
2013 First intenm of 2 10p 12-dul-2013 1-Aug-2013 14,995 -
2013 Second intenm of 2 10p 4-0c¢t-2013 1-Nov-2013 11,980 -
49,862 47,128

A therd iIntenm dvidend of 2 10 pence was paid on 3 February to all shareholders on the register on 3 January 2014

The Directors have proposed a final dvidend in respect of the year ended 31 December 2013 of 2 70p payable on 1 May
2014 to all shareholders on the register at close of business on 28 March 2014 The total dvidends payable in respect of the
financal year for the purposes of the Incoma retention test for Section 1159 of the Income and Corporation Tax Act 2010 are
set out below

2013

£'000s

Revenus avallable for distnbution by way of dvidends for the year 44,037

First intenm dividend for the ysar ended 31 December 2013 - 2 10p per shars {11,995)

Second mtenm dmdend for the year ended 31 Decernber 2013 — 2 10p per sharg (11,980)

Third intenm dvmidend for the year ended 31 Decermnber 2013 - 2 10p per share {estrmated cost based on (11,978)

570,359,016 shares in 1ssue at 3 February 2014)

Proposed final dmdend for the year ended 31 December 2013 ~ 2 70p per share (estimated cost based on

570,359,016 shares in 1ssue at 28 February 2014} (15,400)

Estmated revenue reserve utiised, for Section 1159 purposes {7,316)
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Notes on the Accounts (continued)

10 Investments and denvative financial instruments

2013 2012
Level 1 Level2 Level3 Total Lavel 1 Level 2 Level 3 Total
£'000s £'000s £'000s £'000s £'000s £000s £'000s £'000s
Cost at 1 January 1,493,454 - 386,686 1,880,140 1,510,805 - 385350 1,896,155
Unrealised gains at 1 January 450,504 - 43,753 494,257 280883 - 51,080 331,963
Valuation at 1 January 1,943,958 - 430,439 2,374,397 1,791,688 - 436,430 2228118
Purchases at cost 841,433 - 24613 866,046 465,025 - 35,144 500,169
Sales proceeds (908,898) - {94,993) (1,003,891) (496,660) - {569,842} (556,502)
Gains/{losses) on denvatives sold {91) - - @) {397) - - (397)
Gans/{losses) on nvestmenis sold 195,586 - 37,849 233435 14,681 - 26,034 40715
Gans/{losses) on denvatives held (19) - - (19} {34) - - (34)
Gains/{losses) on nvestrments held 155,825 -  (2519) 153,306 169,655 - {7,327y 162,328
Valuation at 31 December of
investments and denvativas 2,227,794 - 395,389 2,623,183 1,943,958 - 430,439 2,374,397
Analysed at 31 December
Cost 1,621,484 - 354,155 1975639 1,493,454 - 386,686 1,880,140
Unrealsed gans 606,310 - 41,234 647,544 450,504 - 43,753 494,257
Valuation at 31 December of
investments and denvatves 2,227,794 - 395,389 2,623,183 1,943,958 - 430,439 2,374,397
2013 2012
Valuation of investments and denvatives £'000s £'000s
Valuation of investments at 31 December 2,623,202 237443
Valuation of demvatives at 31 December 19) (34)
Total valuation of Investments and dervatives at 31 December 2,623,183 2,374,397
2013 2012
Gains/(losses) on investments and denvatives held at far value £'000s £'000s
Gains on investments sold 233,435 40,715
Losses on denvatives sold (91) (397)
Gains on investments held at year end 153,306 162,328
Losses on dernvatives held at year end (19) (34)
Total gains on Investments and denvatives 386,631 202,612
sea note 20)(1)

Lenvel 1 includes investments and derivetives histed on any recognised stock exchanga of quoted on the AlM market in the UK
Leval 2 Includes investments for which the quoted price has bean suspended forward exchange contracts and cther denvative mstrumeants
Levei 3 Includes investments In private companies or securities whether invested in diractly or through pooled Private Equity vehicles

Investments managed or advised by the F&C Group

Investments include £29 6 millon (2012 £36 0 mithon) of funds and investments managed or advised by F&C or its
subsidianes These investments represent 1 1% (2012 1 5%) of total assets less current liabiities {(excluding loans) of the
Company Under the terms of the Company’s Management Agresment with F&C set out in note 4, the management fee 18
adjusted for fees earned by the Manager on all such holdings Dunng the year the Company purchased Enil (2012 £nil) of
such invastments, and recerved £10 8 milion {2012 £nil) from sales

Unlisted investments

Unhisted investments include £392 0 miflion (2012 £424 1 milion} of investments described as Private Equity, together
with £3 4 miflion {2012 £6 3 millon) of other partnerships, the underlying portfolios of which principally compnse unhisted
nvestments These are valued in accordance with the policies set out In note 2 on the accounts

It 15 1n the nature of private equity and similar unlisted Investments that they may be loss making with no certanty of survival,
and that they may prove difficult 1o regise The concept of “far value” as appled to such investments 1s not precise and ther
ultimate realisation may be at a value significantly different from that reflected in the accounts
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11 Subsidiary and substantial interests
Subsidiary undertaking

The consolidation of the subsichary underiakings 1s not matenal for the purpose of giving a true and farr view and hence In
accordance with Secticn 405(2) of the Companies Act 2006, the Company has not prepared consolidated accounts

At 31 December 2013

Company and business Country of registration, Number and class of Holding Capital and reserves
ingorporation and operation  shares held % £'000s
F&C Securties Limited England 100 ordinary shares of £1 100 {638)

(dormant - [nvestment dealing)

Substantial Interests

At 31 December 2013 the Company held mare than 3% of one class of the caprtal of the following undertakings held as
investments, none of which, in the cpinion of the Directors, represent a participating interest

Country of

registration and Holding
Investment incorporation Number and class of shares held %
Dover Strest VI LP USA - 1112
Esprit Capital Fund 1 LP England - 1080
F&C Portfolios Fund SICAV
European High Yield Bond Fund' Luxembourg 1,307,696 shares 29 43
F&C US Smaller Companies PLC™ England 2,173,911 ordinary shares of 25p 905
HarbourVest Partners VIt - Buyout USA - 386

Partnership Fund LP
HIPEP V - Direct Fund LP USA - 15 66
HIPEP V - Asia Pacific and Rest of World  USA - 474
Partnership Fund LP

HIPEPR VI - Emerging Markets Fund USA - 12 08
HIPEP V| - Asia Paarfic Fund LP Usa - 493
Pantheon Europe Fund Il LP usa - 44 41
Pantheon Europe Fund V LP Scatland - 929
Pantheon Asia Fund IV LP Channe! Islands - 840
Pantheon Asia Fund V LP Channel Islands - 519
Pantheon Global Secondary Fund Il LP Scotland - 350
Utilco Emerging Markets Limited Bermuda 14,900,000 ordinary shares of 10p 699
Utilico Investments Limited Bermuda 10,452,260 ordinary shares of 10p 10 54

{1} Investment funds managed by FAC

{2) The holding represents O 60% of the voting nghts in the F&C Portichos Fund SICAY

Report and Accounts 2013




Notes on the Accounts (continued)

12 Debtors
2013 2012
£'000s £'000s
Investment debtors 1,381 51
Prepayments and accrued income 3,312 3,727
Overseas taxation recoverable 584 50
Other debtors 3 3
5,280 3,831
13 Creditors amounts falling due within one year
Loans 2013 2012
Non-instalment debt payable on demand or within one year £'000s £'00Cs
£115 millicn repaid January 2013 - 115,000
£30 million repaid January 2014 30,000 -

30,000 115,000

At 31 December 2013 the Company's £30 mifion shart term ioan was drawn down under one of the two unsecured
revolving credit facilities The faciities run for two and three years respectively Both facilities are for £100 million with the
option ta extend the commitment by a further £100 milion, interest rate margins on the amounts drawn down are vanable
and are dependent upon commercial terms agreed with each bank Commitment Commissions are payable on undrawn
amounts at commercial rates

At 3 March 2014, there were £20 millon short term borrowings

14 Creditors amounts falling due within one year

2013 2012

Debenture £'000s £'000s
11 25% debenture stock 2014 - secured 110,000 -
110,000 -

The debenture stock 1s listed on the London Stock Exchange and secured by floating charges over the assets of the
Company The market value of the debenture stock at 31 December 2013 was £117,568,000 (31 December 2012
£125,092,000)

The 11 25% debenture stock 1s redeemable at par on 31 December 2014 Under the terms of the debenture trust deed
the total of all borrowings, valued in accordance with the Company's accounting policies, shall nat at any time exceed
the Company's “Adjusted Total of Capital and Reserves” {"ATCR") — at 31 December 2013 the value of the ATCR was
£2,088 milion and the value of all borrowings was £227 milion The trust deed also specifies that the aggregate of the
Company's debenture stocks valued at par shall not exceed two-thirds of the ATCR

Each year, the Company 1ssues a certficate of compliance with the provisions of the trust deed to the trustee of the
detenture stock, showing that the borrowing imits have not been exceeded at the relevant accounting date The Company
has complied at all imas with the terms of the trust deed

The 11 25% debenture stock may be redeemed early by the Company giving notice of not less than 30 days in wnting to
stockholders In such event, the redemption price must be the higher of par and the price equivalent to the gross redemption
yield on the relevant date of 12% Exchequer Stock 201317

The Directors have no present intention to redeem the 11 25% debenture stock before 31 December 2014

15 Creditors amounts falling due within one year

2013 2012
Other £°000s £'000s
Caost of ordinary shares repurchased - 5H
Investment creditors 1,600 356
Management fees payable to F&C 965 817
Other accrued expenses 1,262 1,717

3,827 3,481
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16 Creditors amounts falling due after more than one year

Loans 2013 2012
Non-instalment debt payable after more than one year £'000s £'000s
$80 million repayable Apri 2019 48,302 49,216
¥6,600 milion repayabte Apnl 2019 37,914 46,859

86,216 86,175

In April 2012 the Company entered mnto a loan arrangement facility drawing loans in Yen and US dollars equivalent to
£100 mifion at commercial iInterest rates expinng Apnl 2019 Early redemption penalties apply

At 3 March 2014 there were £100 milion long-term borrowings compnsing $80 million and ¥6,600 rmillion

17 Creditors amounts falling due after more than one year

2013 2012
Debentures £'000s £'000s
11 25% debenturs stock 2014 - secured - 110,000
4 25% perpstual debenturs stock — secured 575 575

875 110,575

The 4 25% perpetual debenture stock 1s isted on the London Stock Exchange and secured by floating charges over the
assets of the Company The market value of the debenture stock at 31 December 2013 was £429,000 (31 December 2012
£456,000)

18 Share capital

2013 2012
Issued and Issued and
fully paid fully paid
Nominal Nominal
Number £'000s Number £'000s

Share capital ordinary shares of 25p each
Balance brought forward 577,191,016 144,298 590,337,016 147,584
Shares repurchased by the Company (6,832,000} (1,708)  {13,146,000) (3,286)
Balance carned forward 570,359,018 142,590 577,191,016 144,298

6,832,000 ordinary shares were repurchased and cancelled durnng the year at a total cost of £24,573,000

19 Capital redemption reserve

2013 2012

£'000s £'000s

Balance brought forward 118,464 115,178
Transfer from share captal on repurchase of ordinary shares 1,708 3,286
Balance carned forward 120,172 118,464
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Notes on the Accounts (continued)

20 Other reserves

Caprtal reserve  Capital reserve

ansing on ansing on Capital

investments investrmants reserves Revenue
sold held - total resarve
£'000s £000s £'000s £°000s

Gains and losses transferred in current year
Gains on Investments sold (sea note 10) 233,435 - 233,435 -
Losses on dervatives sold (see note 10) e1) - 1) -
Gains on invastrments hald at year end {see note 10) - 153,306 153,306 -
Losses on denvatives held at year end (see note 10) - {19) {19) -
Exchange movement on currency balances (30) 9,034 9,004 -
Management fees (see note 4) (5,159) - {5.159) -
Finance costs (see note 6) (8.685) - {8.6835) -
Cther capital charges 67) - 67) -
Revenue return attnbutable to shareholders - - - 44,037
Total gans and losses transferred in current year 219,403 162,321 381,724 44,037
Caost of ordinary shares repurchased in yaar {24,573) - {24,573) -
Ovidends paid In year - - - {49 B62)
Balance brought forward 1,210,388 501,308 1,711,696 104,538
Balance carned forward 1,405,218 663,629 2,068,847 98,713

Included within the capital reserve movement for the year 1s £355,000 (2012 Cnil) of dvidend receipts recognised as capital
in nature £779,000 of transaction costs on purchases of investments are included within the capital reserve movements
disclosed above (2012 £1,139,000) £1 361,000 of transaction costs on sales of investments are similary ncluded (2012

£998,000)

21 Net asset value per ordinary share

2013 2012
Net asset value per share {with debenture stocks al nomanal value) — pence 42610 3680 19
Net assets attnbutable at end of penod - £'000s 2,430,322 2,078,996
Ordinary shares of 25p in 1ssus at end of ysar — number 570,359,016 577,191,016

Net asset value per share cum dividend {with debenture stocks at market value) was 424 BOp (31 December 2012 357 60p)
The market value of debenture stocks at 31 December 2013 was £117,997,000 (31 December 2012 £125,548,000)
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22 Reccnciliation of total return before finance costs and taxation te net cash inflow from operating activibes

2013 2012
£'000s £'000s
Net return before finance costs and taxation 446,641 250,078
Adjust for returns from non-operating actnities
- Gains on irvestmanis and dervatives held at far value (386,631) (202,612)
- Exchange gains of a capital nature (9,004) (8.523)
- Non-operating expenses of a capital nature 67 5
Return from operating actmities 51,073 47,994
Adjust for non cash-flow tems
- Exchange losses of a revenue nature 198 146
- Increase In accrued income 149 2,594
- Increase/(decrease) (n prepayments 58 {33)
- [Decrease)/increase In creditors 172) 15
- Scrip dvidends - (72)
- Overseas taxation (3,967) (2,8C7)
Net cash inflow from operating activities 47,339 47,937
23 Reconciiation of net cash movement to movement in net debt
2013 2012
£'000s £'000s
Net cash movement {1,999} 26,241
Increase in short-term deposits 9,432 16,416
Decrease/(incraase) in loans 85,000 (42,939)
Change n net debt resutting from cash flows 92,433 (282
Exchange movermnent 9,004 8,523
Maovement in net debt In the year 101,437 8,241
Net debt brought forward {295,751) (303,992)
Net debt carned forward {194,314) (295,751)
Balance at Exchange Balance at
1 January 2013 Cash flow Maovement 31 December 2013
Represented by £'000s £'000s £'000s £'000s
Cash at bank 8,660 (1,999) (659) 7,002
Short term deposts 16,339 9432 {296) 25,475
25,999 7.433 {955) 32477
Loans (211,175) 85,000 9959 {116,216)
Debentures {110,675} - - (110,575)
(295,751} 92,433 9,004 (194,314}
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Notes on the Accounts (continued)

24 Contingencies and capital commitments
(a) VAT legal case

A case has been brought against HMRC to seek recovery of recoverable VAT relating to the penad 1997 to 2000, togsther
with interest on a compound basis No VAT or refated interest recovery has been accrued or recognised as a cantingent

asset as the cutcome of the case Is expected to remamn uncertain for several years

b} Capital commitments

The Company had the following capital commitments at the year end

2013 202 2013 2012
Currency Currency £'000s £'000s

HarhourVest Partners VII
- Buyout Partnership Fund LP US$5 9m US$7 4m 3,532 4,559
— Venture Partnership Fund LP US$1 4m US$2 3m 860 1,384
- Mezzaning Fund LP US$0 9m US$1m 543 627
Dover Street VI LP USS$3 8m US$5 2m 2,293 3,386
Daver Strest VIl LP UsSs4 7m US$7 3m 2,830 4,499
HarbourVest Partners V- Asia Pacific and Rest of World LP UsSs2 3m US$3 3m 1,358 1,999

HarbourVest Partners VIl
- Buyout Partnership Fund LP Uss$123m  UsS$162m 7,426 9,966
- Venture Partnership Fund LP Uss$4 8m USS7 8m 2,777 4,799
Harbourvest Partners V — Drrect Fund LP €30m €3 0m 2,496 2,433
HIPEP Vi - Asia Pacific Fund LP UsS$141m Us$17m 8,528 10,458
HIPEP V! - Emerging Markets Fund UsS$146m  USH17 8m 8,830 10,920
Pantheon Europe Fund [l LP €86m €8 6m 7,176 8,996
Pantheon Europe Fund V LP €17 5m €27m 14,560 21,899
Pantheon Asia Fund IV LP Us$78m  US$108m 4,630 6,613
Pantheon Agsia Fund V LP US$113m  US$E133m 6,793 8,151
Pantheon Global Secondary Fund (Il LP USS5m Us3s 8m 3,020 3,538
Esprit Capntal Fund | LP £0 38m £0 38m 382 382
78,084 102,409

25 Related Party Transactions

The following are considered related parties The Board of Directors and F&C

There are no transactions with the Board other than aggregated remuneration for services as Directors as disclosed in the
Directors’ Remuneration Report on page 30, and as set out in note 5 on the accounts There are no cutstanding balances
with the Board at year end Transactions between the Company and F&C are detaled in note 4 on management fees, in

note 10, where nvestments managed and advised by F&C are disclosed, and in note 15 in relation to fees owed to FAC at

the Balance Sheet date
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26 Fmancial Risk Management

The Company is an investment company, isted on the London Stock Exchange and conducts its affars so as 1o qualify
in the United Kingdom (UK} as an mnvestment trust under the provisions of Section 1158 of the Carporation Tax Act 2010
In so qualifying, the Company 1s exempted in the UK from corporation tax on capital gains on its portfolio of investmants

The Company's Investment objective 1s to secure long-term growth in capital and income through a policy of nvesting
primarily in an internaticnally diversified portiolio of public Iisted equities, as well as unlisted secunties and private equity,
with the use of geaning In pursuing the objective, the Company I1s exposed to financial nsks which could result In a
reduction of either or both of the value of tha net assets and the profits available for distribution by way of dividend

These financial nsks are pnncipally refated to the market {currency movements, interest rate changes and secunty pnee
movements), iquidity and credit The Board of Directors, together with the Manager, 15 responsible for the Company's risk
management The Directors’ policies and processes for managing the financial nsks are set out in (a), {b} and (c) below

The accounting policies which govern the reported Balance Sheet camying values of the underlying financial assets

and habilities, as well as the related income and expenditure, are set out in note 2 on the accounts The policies are in
complance with UK Accounting Standards and best practice, and include the valuation of financial assets and labilitres
at fair value except as noted in {(d) below and in notes 14 and 17 in respect of debenturs stocks The Company dees not
make use of hedge accounting rules

(a) Market nsks

The farr value of equity and other financial secunties including darvatives held in the Company's portiolio fluctuates with
changes in market prices Pricas are themselves affected by movements in currencies and interast rates and by other
financial issues, inclucing the market perception of future nsks The Board's policies for managing these risks within the
Company’s objective Include nsk diversification — no more than 5% of the portfolio may be invested in unhisted secunties,
excluding private equity Investments, and no single Investment may be made which exceeds 10% of the value of the
portfolio at the tme of acqustion, cumency exposure borrowings are imited to amounts and currencies commensurate
with the portfolic's exposure ta those currencies, and geanng - borrowings including the debentures’ value at market value
- should not normally exceed 20% of shargholders funds Options may only be written on quoted stocks and the total
nominal exposure 1s limited to a maximum of 5% of the UK portfolio at the time of iInvestment for both put and call options
The Board meets regularly to review full, tmely and relevant information on investment performance and financial results
The Manager assesses exposure to market nsks when making each investment decision and monitors ongoing market risk
within the portfolio

A descnption of denvative positions, which are also exposed to market price changes, together with the Manager's and
Board's strategies for using these positions for efficient portfolio management 1s contained in this nota, under “Other market
risk exposures” {page 62)

The Company’s other assets and labilties may be denominated in currencies other than Sterling and may also be exposed
10 interest rate nsks The Manager and the Board regularty monitor these nsks The Company does not nermally hotd
sigrificant cash balances Borrowings are imited to amounts and currencies commensurate with the portfolio’s exposure 1o
those currencies, thereby kmiting the Company's exposure to future changes in foreign exchange rates Debenture stocks
were 1ssued as part of the Company’s planned gearng All contracts and compliance with them, including the Debenture
trust deeds, are agreed and monitored by the Board Geaning may be short or long-term n Sterling and foreign currencies,
and enables the Company 10 taks a long-term view of the countnes and markets in which it 1$ invested without having to be
concerned about short-term volatility
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Notes on the Accounts (continued)

26 Financial Risk Management {continued)

Currency Exposure
Tha carmyng value of the Company’s assets and labilities at 31 December, by currency, are shown below
Short-term Net
creditors  menetary
Short-term  Cash and Unsecured and assets/ Net
debtors  deposits Debsntures lbans  dervatives  (habihties) Iinvestments  exposure
2013 £'000s £'000s £'000s £'000s £'000s £'000s £'000s £'000s
Sterling 2,344 2,539 (110,575) (30,000 {1,381) {137,073) 675,799 538,726
US Dollar 1,485 24,064 - (48,302) {1,723} {24,476} 1,122,685 1,098,209
Euro 314 4,607 - - - 4,921 377,284 382,205
Yen 93 1,183 - (37919 (179 (36,817 133,981 97,164
Other 1,044 B84 - - ©63) 565 313,453 314,018
Totas 5,280 32,477 (110,575) {116,216) (3,846) (192,880} 2,623,202 2,430,322
Shori-term tNei
crechijors rmangtary
Short-term  Cash and Unsecured and assets/ Net
debtors deposits Debentures loans denvatves  (habilities) fwestments  exposure
2012 £'000s £'000s £'000s £'000s £'000s £'000s £'000s £'000s
Sterlng 2,760 8,407 {110,575} {115,000) (2,287) {216,685) 816,108 589,413
US Dollar 407 11,408 - {49.2186) 773 (38,174) 878,109 839,935
Eurc - 4,936 - - - 4,936 325,804 330,740
Yen 122 1,143 - (46,959) {225) 45,919) 100,082 54,163
Other 542 105 - - {230) 417 254 328 254,745
Total 3,831 25,989 (110,575} (211,175) (3,515) (295,435) 2,374,431 2,078,996
The pnncipal curmrencies to which the Company was exposed were the US Dallar, Eurg and Yen The exchange rates
applying against Sterling at 31 December, and the average rates dunng the year, were as follows
2013 Average 2012
US Dollar 16562 15708 16255
Euro 12020 11818 12329
Yen 174 0800 152 5053 140 5489

Based on the financial assets and liabilities held, and exchange rates applyng at each Balance Sheet date, a weakening
or strengthening of Sterling aganst each of thase currencies by 10% would have had the following approxirnate effect on
annualised income after tax and on net asset value (NAY) per share

2013 2012

uss € ¥ uss € ¥

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

Revenue return 743 551 106 876 383 109

Capttal return 109,808 38,189 9,725 84,023 33,074 5,427

Total return 110,551 38,740 9,831 84,699 33,457 5,536

NAV per share — pence 1938 679 172 14 67 580 096
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26 Financial Risk Management {continued)

2013 2012

Uss € ¥ uss € ¥

Strengthening of Sterling £'000s £'000s £'000s £'000s £'000s £'000s
Income statement return after tax

Revenue return (743) {551} (106) (676) (383) (109

Capial return {109,808) {38,189) {9,725) {84,023 (33,074) (5,427)

Total return (110,551) {38,740) {9,831) {84,699) (33.457) (5,536}

NAV per share — pence (19 38) {6 79} {172 (14 B7) {5 80) {0 95)

These analyses are broadly representative of the Company's actvities during the current and prior year as a whole,
although the level of the Company's exposure 1o currencies fluctuates in accordance with the investment and nisk
management processes

Interest rate exposure
The exposure of the financial assets and liabikbies to interest rate nsks at 31 December 15 shown below

2013 2012
Within  More than Within More than
one year one year Total ong yaar one ysar Total
£'000s £°000s £°000s £'000s £'000s £°000s
Exposure to floating rates
Cash and deposits 21,846 - 21,846 9,660 - 9,660
Borrowings - - - - - -
Overdrafts - - - - - -
Exposure to fixed rates
Cash and deposits 10,631 - 10,631 16,339 - 16,339
Debentures {110,000) {575) {110,575) - {110,575) (110,575)
COther borrowings (30,000) (86,216} {116,216) {1156,000) (96,175) (211,175)
Net exposures
At year end (107,523) {86,791} {194,314) {89,001) (206,750) (295,751)
Maximum in year (89,436) (210,406} (295,890) (129,784) (215,607) (345,391)
Minimum in year 2,477 (196,791} {194,314) (92,053} (161,479) (253,532)

Exposures vary throughout the year as a consequence of changes in the composition of the net assets of the Company
ansing out of the investment and nisk management processes

Interest recaved on cash balances, or paid on bank overdrafts and barrowings, 1s at ruling market rates The interest rates
applying on the debenture stocks are set out In nates 14 and 17 on the accounts There were no matenal holdings in fixed
nterest investment secunties dunng the year or at the year end

The Company’s total returns and net assets are sensitve to changes in interest rates on cash and borrowings, except n
respect of the debentures on which the interest rate 1s fixed The debentures are valued in the accounts at par value

Based on the financial assets and habiities held, and the interest rates pertaining, at each Balance Sheet date, a decrease or
increase In nterest rates by 2% would have the following approxmate effects on the Income Statement revenue and capital
returns after tax and on the NAV

2013 2012

Increase Decrease Increase Decrease

In rate In rate In rate n rate

£'000s £'000s £'000s £'000s

Revenue return 219 (219) a7 97}

Capttal return 219 (219) 97 97)

Total return 438 {438) 194 (194)

NAV per share — pence 008 (0 08} 003 (003}
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Notes on the Accounts (continued)

26 Financial Risk Management (continued)

Other market nsk exposures

The portfolio of iInvestments, valued at £2,623,202,000 at 31 December 2013 {2012 £2,374,431,000} 1s therefore exposed
to market pnice changes The Manager assesses these exposures at the time 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 industrial sector 1s set out in the Fund Managet’s Review Derivative contracts entered into dunng the
year compnse options wntten in the expectation that they will not be exercised

Based on the portfolia of Investments held at each Balance Sheet date, and assuming other factors remain constant, a
decrease or Increase 1n the far values of the pertfolic by 20% would have had the following approximate effects on the net
captal return attnbutable to equity shareholders and on the NAV

2013 2012

Increase Decrease Increase Decrease

n value in value n value N value

£'000s £'000s £'000s £'000s

Income statement capital return 524,640 {524,640) 474,886 {474,886}
NAV per share — pence 91 98 {91 98) 8228 (82 28)

(b} Liguichty nsk exposure

The Company I1s required 1o raige funds to meet commitments associated with financial instruments, private equity Investments
and share buybacks These funds may be raised erther through the realisation of assets or through ncreased borrowing

The nsk of the Company not having sufficient iquichty at any time 1s not considered by the Board to be signifficant, gven the
large number of quated investments held i the Company’s portfolio {over 600 at 31 December 2013), the iquid nature of the
portfolio of nvestments, the ndustnal and geographical diversity of the portfolio and the existence of ongoing overdraft and loan
faciity agreements Cash balances are held with approved banks, usually on overnight depostt The Manager reviews llquidity at
the tme of making each investment decision The Board reviews kquidity exposure at each meeting

The Cormpany has loan faciities of £300 milion as set out in notes 13 and 16 on the accounts The faclties imit the amount
which the Company may borrow at any one tme as a proportion of the relevant portfolio of invesiments and cash At 31
December 2013 the most onerous financial covenant imits total borrowings to 33 3% of the Company's adjusted net asset
value, which at 31 December 2013 was £2,088 millon Actual borrowings at market valug at 31 December 2013 were £116
milion N loans (see notes 13 and 16) and £118 millon debentures at market value (see notes 14 and 17) The 11 25%
debenture stock is governed by a trust deed and 1s redesmable n 2014 or at an earlier date or dates at the Company’s behest
The perpetual debenture stock 1s also governed by a trust deed and Is redeemable at par only on the secunty becoming
enforceable The Board does not therefore consider the repayment of these debenture stocks as a iquidity issue

At 31 December 2013 the Company had £78 1 millon outstanding commitments to private equity iInvestments, payable over
moare than one year (see note 24)

The remaining contractual matunties of the financial labilhes at each balance sheet date, based on the earliest date on which
payment can be required, were as follows

Mora than three

Three months  manths but less Moare than

or less than one year one year Totat

2013 £°000s £'000s £'000s £'000s
Current habilities

Overdrafis - - - -

Other borrowings 30,000 - - 30,000

Other creditors 3,846 - - 3,846

Long-term labilities - - 86,216 86 218

Debentures - 110,000 B75 110,575

33,846 110,000 86,791 230,837

Interest payabie on debentures - 12,399 24 12,423

33,846 122,399 86,815 243,060
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26 Financial Risk Management (continued)
Meore than three

Three months  months but less More than

or lass than one year one year Total

2012 £'000s £'000s £'000s £'000s
Current habilities

Overdrafts - ~ - -

Cther borrowings 115,000 - - 115,000

Cther creditors 3,515 3,515

Long-term labilities - - 98,175 96,175

Oebentures - - 110,575 110,575

118,515 - 206,750 325,265

Interest payable on debentures - 12,399 12,389 24,798

118,515 12,399 219,149 350,083

{c} Credst Risk and counterparty exposure

The Company s exposed to potential falure by counterparties 10 deliver secunties for which the Company has paid, or to
pay for securities which the Company has delivered The Board approves all counterparties used in such transactions, which
must be settled on the basis of delivery against payment {except where local market canditions do not permit}

A list of pre-approved counterparties s maintained by the Manager and regularly reviewed by the Board Broker
countarparties are selacted based on a combination of cntena including credit rating, balance sheet strength and
membership of a relevant regulatory body The rate of default in the past has been neglgible Payments in respect of private
equity Investments are made only to counterparties with whom a contracted commitment exists Cash and deposits are held
with approved banks

The Company has an ongoing contract with its Custodian for the provision of custody services The contract was reviewed
and updated in 2010 Detals of secunties hald in custody on behalf of the Company are received and reconciled monthly

To the extent that F&C cames out managerment and administrative duties {or causes similar duties to be carned out by third
parties) on the Company's behalf the Company 15 exposed o counterparty nsk The Board assesses this risk continuousty

through regular meetings with the management of F&C (ncluding the Fund Manager) and with F&C's Internal Audtt function

In reaching its conclusions, the Board also reviews F&C's parent group's annual Audit and Assurance Faculty Report, Group
Accounts and other public information ndicative of its financial position and performance

The Company had no credit-rated bonds or similar securities in its portfolio at the year end {2012 none) and does not
nomally invest n them None of the Company’s financial iabilities are past therr due date or impaired

In summary, compared to the ameounts included in the balance sheet, the maxmum exposure to credit nsk was as follows

Exposure at 2013 Exposure at 2012

Balance Maximum Balance Maxamum

sheet date axposure sheet date exposure

Current labilities £'000s £'000s £'000s £'000s
Dervative financial instruments 9,250 9,250 2,500 19,020
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Notes on the Accounts (continued)

26 Financial Risk Management (continued)

(d} Fair Values of financial assets and habilities

The assets and labilities of the Company are, in the opinton of the Directors, reflected in the balance sheet at farr value,

or at a reasonable approximation tharsof, except for the debenturas which are carmed at par value in accordance with
Accounting Standards The far value of the debentures, dernved from their guoted market price at 31 December 2013 was
£117,997,000 (2012 £125,548,000) Berowings under overdraft and loan facilities are short-term in nature and hence do
not have a value matenally different from their capital repayment amount Borrowings in foresgn currencies are converted nto
Sterling at exchanges rates ruling at each valuation date

The farr value of nvestments quoted on active markets 15 determined directly by reference to published pnce gquotations in
these markets

Unquoted investments, including private equity Investments, are valued based on professional advice and assumptions that
ara not wholly supported by prices from current market transactions or by observable markst data The Directors make
use of recognised valuation techniques and may take account of recent arm's length transactions in the same or similar
investments With respect specifically to investments in private equity funds or partnerships, the undertying managers
provide regular valuations to the Directors, based on the laigst information avallable to the managers and not necessarily
co-terminous with the reparting dates of the Company The Directors review the valuations for consistency with the
Company's accounting policies and with far value panciples

(e) Capital Risk Management

The objective of the Company 15 stated as being to prowde sharehatders with long-term growth in capital and incorme In
pursuing this long-term objectve, the Board has a responsibility for ensunng the Company's abiity to continue as a going
concern It must therefore mantain an optimal capital structure through varying market conditions This involves the ability to

* 1ssue and buy back share capital within imits set by the shareholders in ganeral meeting,
* borrow mones in the short and long term, and
* pay dividends to shareholders out of current year revenue earnings as well as out of brought forward revenue reserves

Changes to ordinary share capital are set out In nota 18 on the accounts Dividend payments are set out in note 9 on the
accounts Borrowings are set out In notes 13,14, 16 and 17 on the accounts

27 Post Balance Sheet Movement in Net Assets
The NAV per share (debt at par) on 28 February 2014 was 422 45p {31 December 2013 426 10p)
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Ten Year Record

All data 1s based on assets, liabiities, eamings and expenses as reported n accordance with the Gompany's

accounting pohcies
Assets
at 31 December
£m 2003 2004* 2005 2006 2007 2008 2009 2010 2011 2012 2013
Total assets less current liabilities
{excl loans) 2,289 2346 2,527 2587 2694 2003 2069 2425 2214 2401 2,657
Prior charges 201 215 11 179 203 221 111 282 286 322 227
Available for ordinary shares 2058 21 2416 2408 2,491 1782 1958 2143 1,928 2079 2,430
Number of ordinary shares {(million) 949 N3 B27 750 685 679 632 610 590 577 570
Net Asset Value
at 31 December
pence 2003* 2004* 2005 2006 2007 2008 2009 2010 2011 2012 2013
NAV per share 2169 2334 2318 3241 3635 2625 3098 3512 3266 3602 4261
NAV total return on 100p - 5 years! 1828
NAV total return on 100p - 10 years’ 2420
! Source Mormingstar UK Limited
Share Price
at 31 December
pence 2003* 2004* 2005 2006 2007 2008 2009 2010 201 2012 2013
Mid-rmarket pnce per share 1885 1945 2585 28456 3188 2285 2721 3096 2885 3205 3780
Share price High 1918 1860 2580 2875 3263 3190 2753 3110 3279 3216 3830
Share price Low 1410 1830 1880 2400 2730 2090 1858 2514 2615 2825 3205
Share price total return on 100p - 5 years! 1883
Share price total return on 100p - 10 years! 2527
! Source Morningstar UK Limited
Revenue
for the year ended 31 December

2003* 2004 2005 2006 2007 2008 2009 2010 20Mm 2012 2013
Avallable for ordinary shares - £'000s 40,893 42,283 49,122 48,197 45909 46,989 35609 34,654 40270 40,841 44,037
Net revenus return per share - pence 4 31 454 557 616 640 630 531 561 674 702 769
Dwidends per share - pence 370 420 475 530 585 645 6 65 675 710 B 50 900
Performance
{rebased at 31 December 2003)

2002* 2004 2005 2006 2007 2008 2009 2010 20M 2012 2013
NAV per share 1000 1076 1345 1480 1676 1210 1428 1619 1506 1661 1964
Mrd-market price per share 1000 1032 1371 1509 1691 1212 1444 1642 1531 1700 2005
Net revenue return per share 1000 1053 1292 1429 1485 1801 1232 1302 1564 1629 1784
Dmdends per share 1000 1135 1284 1432 1581 1743 1/97 1824 1919 2297 2432
RPI 1000 1035 1058 1105 1149 1160 1188 1245 1305 1345 1381

Restated for changes In accounting polices
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Ten Year Record (continued)

Cost of running the Company
for the year ended 31 December

% 2003 2004* 2005 2006 2007 2008 2009 2010 2011 2012 2013
Expressed as a percentage of average net assets

Total Expense Ratio osB4 055 0&7 Q058 076 064 063 059 057 055 050
Ongoing Charges - - - - - - - - 092 090 086
* restated for changes in accounting policies

Gearing

at 31 December

% 2003 2004* 2005 2006 2007 2008 2009 2010 2011 2012 2013
Net geanng 83 76 44 70 70 122 80 132 158 143 a0

restated for changes in accounting polic.es

Category Holding %
F&C savings plans 453
Discretionary/Advisory 257
Institutions 125
Direct individuals 113
Skandia IFA products* 39
New Zealand indmviduals 13

100 0

Source F&C
independsant Financial Adviser products
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Notice of Annual General Meeting

Notice 18 hereby given that the one hundred and
thirty-fifth Annual General Meeting of the Company
will be held at Merchant Taylors’ Hall, 30
Threadneedle Street, London EC2 on Tuesday,
29 Apnl 2014 at 12 noon for the following purposes

Ordinary Resolutions:
To consider and, If thought fit, pass the foliowing
resolutions as ordinary resolutions

1

w n

D o~ O A

To recewve and adopt the Directors’ report and
accounts for the year ended 31 December 2013
To approve the Directors’ remuneration policy
To approve the Directors’ annual remuneration
report

To declare a dwvidend on the ordinary shares
To re-elect Ms Sarah Arkle as a Director

To re-glect Sir Roger Bone as a Director

To re-elect Mr Stephen Burley as a Director
To re-elect Mr Simon Fraser as a Director

To re-elect Mr Jeffrey Hewtt as a Director

10 To re-elect Mr Chnstopher Kelik as a Director

11 To re-elect Mr Nicholas Moakes as a Director

12 To elect Ms Francesca Ecsery as a Director

13 To reappoint PncewaterhouseCoopers LLP as
auditors to the Company

14 To authorise the Directors to determine the

remuneration of the auditors

Special Resolutions
To consider and, f thought fit, pass the following

resolutions as special resolutions
15 THAT the Company be and 1s hereby generally

and unconditionally authonsed, pursuant to and

In accordance with section 701 of the Companies

Act 2006 (the "Act”), to make market purchases

{within the meaning of section 693(4) of the Act)

of ordinary shares of 25 pence each in the capital

of the Company (“ordinary shares”) on such

terms and n such manner as the Directors may

from time to time determine, provided that

(8) the maximum number of ordinary shares
hereby authonsed to be purchased shall be
85,450,000,

(£} the minmum pnce which may be pad for an
ordinary share 13 25 pence,

(c} the maximum pnrice which may be paid for an
ordinary share s an amount equal to 105% of
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(e)

(@

the average of the middle market quotations
for an ordinary share (as dernved from the
London Stock Exchange Dailly Official List) for
the five business days mmediately preceding
the date on which the ordinary share 1s
contracted to be purchased,

the minimum and maximum prices per ordinary
share referred te In sub-paragraphs (b) and (c)
of this resolution are in each case exclusive of
any expenses payable by the Company,

the authority hereby conferred shall expire at
the conclusion of the Annuat General Meeting
of the Company in 2015 or, if earlier, on 31
October 2015, unless such authorty I1s vaned,
revoked or renewed prior to such time by
the Company in general meeting by special
resolution, and

the Company may make a contract to
purchase ordinary shares under the authonty
hereby conferred prior to the expiry of such
authonty which will or may be completed
wholly or partly after the expiration of such
authornty

16 THAT

the Directors be and they are hareby

{t generally and unconditionally authorised,
in accordance with section 551 of the
Companies Act 2006 (the "Act”), to
exercise all the powers of the Company
to allet shares n the Company and to
grant rights to subscnbe for, or to
convert any secunty into, shares it the
Company up to an aggregate nominal
amount of £7,129,000 dunng the pericd
commencing on the date of the passing
of this resolution and expiring at the
conclusion of the Annual General Meeting
of the Company in 2015 or, If earlier, on
31 October 2015, and

{} empowered, pursuant to section 570 of the
Act, to allot equity securifies pursuant to
the authonty referred to in paragraph {g){)
of this resolution as iIf section 561(1) of the
Act did not apply to any such allotment,

but so that this authonty and power shall

enable the Company to make offers or

agreements which would or might require
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shares to be allotted or nghts 1o subscnbe
for, or to convert any secunty into, shares to
be granted after the expiry of this authonty
and power and notwithstanding such expiry
the Directors may allot shares or grant nghts
to subscnbe for, or to convert any security
into, shares in pursuance of such offers
or agreements,
all authonities and powers previously
conferred under section 551 or section 570
of the Act be and they are hereby revoked,
provided that such revocation shall not have
retrospective effect, and
{c) words and expressicns defined in or for the
purpases of Part 17 of the Act shall bear the
same meanings In this resciution
17 THAT the articles of association produced to
the meeting and nitialled by the Chairman
of the meeting for the purposes of dentification
be adopted as the articles of association of the
Company In substitution for, and to the exclusion of,
the existing articles of association of the Company

g

By Order of the Board Registered office
For and on behalf of Exchange House
F&C Management Limited  Pnmrose Street
Secretary London EC2A 2NY

3 March 2014

Location of Meeting

Foreigr & Colomal Investrment Trust PLGC

Notes

1

A member 1s entited 10 appoint one or more proxies 1o
exercise all or any of the member s nghts to attend speak
and vote at the meeting A proxy need not be a member
of the Company but must attend the meeting for the
membear's vote to be counted If a member appoints more
than one proxy to attend the meeting each proxy must
be appointed to exercise the nghts atiached to a different
share or shares held by that member

If the Chairman, as a result of any proxy appeointments, 15
given discrebion as to how the votes the subject of those
proxies arg cast and the voling nghts in respect of those
discretionary proxies when added to the interests in the
Company's securities already held by the Charman result
in the Charman holding such number of voting rights
that he has a notifiable obligation under the Disclosure
and Transparency Rules, the Chairman will make the
necessary notifications to the Company and the Financial
Conduct Authonty As a result any person holding 3%
or mare of the voting nghts in the Company who grants
the Charman a discretionary proxy In respect of some
or all of those voting rights and sc would otherwise
have a nobfication obhgation under the Disclosure and
Transparency Rules ngad not make a separate notification
to the Company and the Financial Conduct Authorty

Any such person holding 3% or more of the voting nghts
In the Company who appoints a person ather than the
Chairman as his proxy wil need o ensure that both he
and such person cormplies with ther respective disclosure
cbligations under the Disclosure and Transparency Rules

A Form of Proxy 15 provided with this notice for members
If a member wishes to appoint more than one proxy and
s0 requires addmonal proxy forms, the member should
contact Computarshare Investor Services PLC on 0800
923 1506 To be valid the Form of Proxy and any power
of attorngy or other authonty under which 1t 1s signed
{or a notarially certfied copy of such authonity) must be
received by post or (dunng normal business hours only)
by hang at the Company's registrars, Computershare
Investor Services PLC, The Pawiions Bridgwater Road,
Bristol BS99 62Y, not less than 48 hours before the
time of the holdng of the meeting or any adjournment
thereof Completion and return of a Form of Proxy will
not praclude members from attending and voting at the
meeting should they wish 16 do so Amended instructions
must also be receved by the Company’s registrars by the
deadling for receipt of Forms of Proxy

Alternatively, members may register the appointment
of a proxy for the meeting electronically by accessing
the website www eproxyappointment com where full
Instructions for the procedure are given The Control
Number, Shareholder Reference and PIN as printed on
the Form of Proxy will be required in order 10 use the
electrenic proxy appomtment system Thigs websie s
operated by Computershare Investor Services PLC The
oroxy appontment and any power of attorney or other
authonty under which the proxy appointment 15 made
must be received by Computershare investor Services
PLC not less than 48 hours before the time for holding
the meeting or adjourned meeting or {in the case of a
poll 1aken otherwise than at or on the same day 85 the




meeating or adjourned meeting) for the taking of the polt
at which it 1s 10 be used If you want to appoint more than
one proxy electronically please contact Computershare
Investor Services PLC on 0800 923 1506

Investors holding shares In the Company through the F&C
Pnvate Investor, Pension Savings or Children’s Investmant
Plans, the F&C Child Trust Fund Jurior ISA or in an F&C
Individual Savings Account should ensure that forms of
drection are returned to Computershare Investor Services
PLC not later than 96 hours before the time appointed for
holding the mestng  Alternatively, voling directions can be
submitted electronically at www eproxyappointment com
by entanng the Control Number, Shareholder Reference
Number and PIN as printed on the form of direction Voting
diractions must bae submitted electroncally not tess than 96
hours before the tme appointed for holding the meeting

Any person recemng a copy of this notice as a person
nominated by a member to enoy information nghts under
section 146 of the Companies Act 2006 (a “Nominated
Person”) should nots that the provisions in notes 1, 4
and 5 above concerning the appantment of a proxy or
proxies to attend the meeting In place of a member do
not apply 10 a Nominated Person as only shareholders
have the nght to appoint a proxy However a Nominated
Person may have a night under an agreement betwesn
the Nominated Person and the member by whom he or
she was nominated to be appointed, or to have someaone
glse appointed, as a proxy for the meeting If 8 Nominated
Perscn has no such proxy appointmant nght or does not
wish 1o exercise it he/she may have a nght under such an
agreement to give instructions to the member as to the
axarase of voling nghts at the meesting

Noeminated Persons should also ramember that their
man point of contact in terms of their investment in
the Company remamns the member who nominated
the Nominated Pearson to enjoy information nghts {or,
parhaps, the custodian or broker wha admimisters the
invastment on their behaf) Norminated Persons should
continue to contagt that member custodian or broker
(and not the Company) regarding any changes or quenes
relating to the Nominated Person's perscnal details and
interest 1n the Company {including any admirustrative
matter) The only exception to this 1s where the Company
expressly requests a response from a Neminated Person

Pursuant to Regulation 41{1) of the Uncertficated
Securhes Regulations 2001 {as amended) and for the
purposes of section 3608 of the Companies Act 2006
the Company has specfied that only those members
registered on the register of members of the Company
at 11 pm on 27 Aprl 2014 (the “Specified Time") (or
if the meeting 1s adjourned to a tme more than 48 hours
after the Specified Tme, by 11 pm on the day which 15
two days prior to the iime of the adjourned meeting) shall
be entitled to attend and vote at the meeting In respect of
the number of shares registered in ther name at that time
If the meeting 1s adjourned to a time not more than 48
hours after the Specified Time, that trme will also apply for
the purpose of determining the entitternent of members to
attend and vete (and for the purposes of determining the
number of votes they may cast) at the adjourned meeting
Changes to the register of members after the relavant
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14

deadline shall be disregarded In determining the nghts of
any person 1o attend and vote at the meeting

CREST members who wish to appoint a proxy or proxies
through the CREST electronic proxy appointment service
may do so for the meeting and any adjournment(s}
thereof by using the procedures descnbed in the CREST
Manual CREST Perscnal Members or other CREST
sponsored membaers and those CREST members who
have apponted a voling service provider(s) should refer
to ther CREST sponsor or voting senice provider(s) who
will be able to take the appropnate action on their behalf

In order for a proxy appontment or instruchon macde
using the CREST sarvice o be vald, the appropnate
CREST message (a "CREST Proxy Instruction”)
must be properly authenticated in accordance with
Euroclear UK & Iretand Limited’s specifications and must
contain the infermation required for such instruction,
as descrnibed in the CREST Manual (available via
www euroclear com/CREST) The message regardless
of whether it constitutes the appointment of a proxy or
15 an amendment {0 the instruction given to a previcusty
appointed proxy must, in order to be vald, be transmitted
s0 as to be received by the issuer's agent {ID number
3RA50) by the latest time(s) for receipt of proxy
appointments specified in notes 4 and 5 above For
this purpose the time of recept will be taken to be the
time (as determined by the time stamp applied to the
message by the CREST Application Host) from which
the 1ssuer’s agent 1s able to retrieve the message by
enquiry to CREST in the manner prescnbed by CREST
After thus time, any change of nstructions to proxigs
apponted through CREST shou'd be communicated 1o
the appointee through other means

CREST members and where applicable, their CREST
sponsors or voting service provider(s) should note
that Euroclear UK & lreland Luriuted does not make
avalable specal procedures in CREST for any particutar
messages Normal system timings and limitations
will therefore apply in relation to the input of CREST
Proxy Instructions It i1s the responsbility of the CREST
member concerned io take {or, If the CREST member
15 a CREST personal member or sponsored member or
has appomnted a voting service provider(s) to procure
that his CREST sponsor or voting sarvice provider(s)
take(s)) such action as shall ba necessary 1o ensure
that a message 1s transmitted by means of the CREST
systam by any particular time In this connection CREST
members and whare applicable ther CREST sponsors
or voting service provider(s) are referrad N particular,
to those sections of the CREST Manual concerning
practical limitations of the CREST system and tmings
(www euroclear com/CREST)

The Company may treat as invalid a CREST Proxy
Instruction In the circumstances set out In Regulation
35(5)(a) of the Uncertificated Secunties Regulations 2001
(as emended)

Any corporation which 15 a membaér can appoint one or
mora corporate representatives who may exercise on
its behalf all of its powers as a member provided that, 1f
it 1s appointng moere than one corporate represeniative,
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15

16

it does not do so i refation to the same shares 11 1S
tharefora no fonger necessary 10 nominate a designated
corporate representative

Under section 527 of the Companies Act 2008, members
masting the threshold requirements set out N that section
have the nght 1o require the Company 1o publish on a
wabsile a statement setting out any matter relating 1o

(a) the audit of the Companys accounts (including the
auditor's report and the conduct of the audi) that are
10 be laid bafore the mesting or

b} any crcumstances connected with an auditor of the
Company ceasing 1o hold office since the pravious
meeting at which annual accounts and reports were
lad in accordance with section 437 of the Companies
Act 2006

The Company may not require the members requesting
any such website publication to pay 11 @xpenses In
complying with sections 527 or 528 of the Companies Act
2006 Where the Company 1s reguired o place a staterment
on a websita under section 527 of the Companies Act
2006, 1 must forward the statement to the Companys
auditor not later than the time when « makes the statement
avallable on the website The business which may be
dealt with at the meeting includes any statement that the
Company has been required under section 527 of the
Companies Act 2006 to publish on a websie

Any member attending the mesting has the nght to ask
guestions The Company must cause to be answered
any guestion relating to the business being deall with
at the meeting put by a member attending the meeting
However, members should note that no answer need be
gvan in the foliowing circumstances

fa)  to do so would interfere unduly with the preparation
for the maeting or would Involve a disclosure of
confidential information

Foraign & Colonial Investment Trust PLC
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22

{) i the answer has akeady been given on a websila in
the form of an answer to a question or

{€) 1t1s undesrabla n the interests of the Company or the
good order of the meeting that the question be answered

Ag at 28 February 2014, being the last business day
pnor 1o the printing of this notice the Company s 1ssued
capital consisted of 570,359 016 ordinary shares of 25
pence each carryng one vole each Therefore, the total
voting nghts in tha Company as at 28 February 2014 are
570,359,016

This notice together with information about the total
number of shares in the Company 1n respect of which
members are entitled to axercise voting nghts at the
mestng as at 28 February 2014 bang the last business
day prior to the pnnting of this notice and f applcable
any members statements members’ resolutions
or members' mattars of business recewvsed by thse
Company after the date of this nobice, will be avalable at
www foreignandcolomal com

Any electronic address provided ether in this notice or in
any related documents (including the Form of Proxy) may
not be used to communicate with the Company far any
purposes other than those expressly stated

Copies of the letters of appomntment batween the
Company and ns Directors a copy of the articles of
assocation of the Company, a Gopy of the proposed
new articles of association of the Company (including a
copy marked to show changes 1o the existing articles
of association) the register of Drrectors’ holdings, and a
deed poll relating to Directors indemnities will be available
for inspection at the registered office of the Company
dunng usual business hours on any weekday {Saturdays
Sundays and Bank Holdays excluded) until the date of
the meeting and also on the date and at the place of the
meeting from 15 minutes prior to the commencement of
the meeting to the conclusion thergof

No Direclor has a service agreement with the Company




INnformation for Shareholders

Net asset value and share price

The Company's net asset value 1s released daily, on
the working day following the calculation date, to the
London Stock Exchange The current share price of
Foreign & Colonial Investment Trust 18 shown In the
investment trust section of the stock market page in
most leading newspapers, usually under “For & Col”
investars in New Zealand can obtamn share prices
from leading newspapers in that country

Performance information

Information on the Company’s performance 1s provided
in the half-yeary and final reports which are sent to
shareholders in August and March respectively and in
the intenm management statement announcements
More up-to-date performance information, inciuding
the full kst of nvestments in the portfolio as at the
most recent month end, 15 avalable on the Internet
at www foreignandcolonial com under “Investor
Information” 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 gans UK resident ndmviduals may realise net
capital gains of up to £10,900 in the tax year ended
5 Apnl 2014 without incuming any tax lability

The rate of CGT of 18% will apply where taxable
income and gains do not exceed the income tax
higher rate threshold {£32,610 in 2013-14 tax year}
The higher rate of 28% will apply to those whose
ncome and gans exceed this figure

For UK investors who acquired Foreign
& Colomal Investment Trust stock prior to
31 March 1882, the costs for CGT purposes,
based on the price at that date, adjusted for
capital changes are as follows

Annual General Meeting

Final dividend payable for 2013
Intenm results for 2014 announced

Income tax

The final divdend of 2 70 pence per share s payable
on 1 May 2014 Indwvidual UK resident shareholders
who are subject to UK income tax at the lower
rate or the basic rate have no further tax liability
Shareholders not resident in the UK, and any
sharehaolders in doubt as to their tax position, should
consult their professional advisers

Dividend Re-investment Plan (“"DRIP")

The Company through Computershare I[nvestor
Services PLC now offers shareholders the oppaortunity
to purchase further shares through the DRIP DRIP
forms may be obtaned from Computershare through
therr secure website www investorcentre co uk, or by
phoning 0870 707 1694

Association of Investment Companies (“AIC"}
Foreign & Colonial Investment Trust 15 @ member
of the AIC, which publishes a monthly statistical
nformation service in respect of member companies
The publication also has detalls of ISA and other
investment plans avalable For further details, please
contact the AIC on 020 7282 5555, or visit the
website www theaic co uk

Financial Calendar

29 April 2014
1 May 2014
end July 2014

Unit of Market
Quotation price First intenm dividend for 2014 1 August 2014
Ordinary shares 25p 14 875p Second intenm divdend for 2014 3 November 2014
4 25% perpetual Third intenm dividend for 2014 2 February 2015
debeniure stock £100 £2825  Fnal Results for 2014 announced March 2015
Shareholders in doubt as to ther CGT posttion  Final dwidend for 2014 May 2015

should consult ther professional advisers
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How to Invest

1

One of the most converient ways to invest in Foreign & Colomal Investment Trust PLC 1s through one of the
savings plans run by F&C Management Limited ("F&C")

F&C Pnivate Investor Plan (“PIP")

A flexible way to Invest with a lump sum from
£500 or regular savings from £50 a month You
can also make agditional lump sum top-ups at
any time from £250

F&C Investment Trust ISA

Use your ISA allowance to make an annual
tax-efficient investment of up to £11,520 for the
2013714 tax year (£11,880 for 2014/15) with
a lump sum from £500 or regular savings from
£50 a month You can also make addtional
lump sum top-ups at any time from £250
and transfer any existing ISAs to us whilst
mantaning all the tax benefits

F&C Chtld Trust Fund (“CTF")

CTFs are closed to new investors, however,
if your child has a CTF with another provider,
it 1s easy to transfer it to F&C Additional
contributions can be made from as Iittle as
£25 per menth or £100 lump sum —up to a
maximum of £3,720 for the 2013/14 tax year
(23,840 for 2014/15}

F&C Children’s Investment Plan ("CIP")

A fiexible way to save for a child With no
maximum contnbutions, the plan can easly be
written under trust to help reduce inhentance
tax habity or kept in your name If you may
need access to the funds before the child 1s
18 Investments can be made from a £250
lump sum or £25 a month You can also make
additional lump sum top-ups at any time
from £100

Junior ISA (“JISA™)

This 1s a tax-efficient savings plan for children
who did not qualfy for a CTF It allows you to
nvest up to £3,720 for the 2013/14 tax year
(£3,840 for 2014/15) with all the tax benefits of
the CTF You can invest from £30 a month, or
£500 lump sum, or a combination of both

Potential investors are reminded that the value of
Investments and the income from them may go down
as well as up and you may nat receive back the full
amount ongmnally nvested Tax rates and reliefs depend
on the ctrcumstances of the individual The CTF and
JISA accounts are opened in the child's name Maoney
cannot be withdrawn until the child tums 18

Annual management charges and certan transaction
costs apply according 1 the type of plan

Annual account charge
ISA £60+VAT

JISA £25+VAT
PIP £40+VAT
CIP/CTF £25+VAT

You can pay the annual charge from your account, or by
direct debit (in addition to any annual subscnption Imits)

Dealing charge per holding
ISA 02%

PIP/CIP/JISA posta instructions £12, onling instnuction £8

The dealing charge applies when shares are bought
or scld but the fixed rate charge does not apply to the
renvestment of dvidends or the investment of regular
monthly savings

There 1s no dealing charge on a CTF but a switching
charge of £25 apples f more than 2 switches are carned
out In one year

Government stamp duty of 0 5% also applies on
purchases (where applicable)

There may be additional charges made if you transfer
a plan to another prowider or transfer the shares from
your plan For full detalls of charges, please read the Key
Features and Terms and Conditions of the plan before
investing

The above has been approved by F&C Management Limited which 1s a member of the F&C Asset Management Groug and 1s authorised and regulated
by the Financial Conduct Authonty

Foreign & Colonial Investrnent Trust PLG




How to Invest
You can invest in all our savings plans online

New Customers Existing Plan Holders"
Contact our Investor Services Team Contact our Investor Services Team
Call 0800 136 420" Call 0845 600 3030**
Emai info@fandc com Email investor enqumes@fandc com
Investing onkne  www fandc com By post F&C Plan Administration Centre
8 30am - 5 30pm, weskdays PO Box 11114
Calls may be recorded Chelmsford
CM99 2DG

3 00am - 5 00pm, weekdays
Calls may be recorded

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™,

The above has been approved by F&C Management Limitad whuch 1 a member of the F&C Asset Management Group and 1s authonsed and regutated
by the Financal Conduct Authonty
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Glossary of Terms

AAF — Audit and Assurance Faculty guidance 1ssued by the Instiute of Chartered Accountants n England and Wales
AIC - Association of Investment Companies, the trade body for Closed-end Investment Companies

AIFMD - Alternative Investment Fund Managers Directive Issued by the European Parliament in 2012 and 2013,
the Directive requires that all investment vehicles in the European Union, including Investment Trusts, must appont a
Depositary and an Alternative investment Fund Manager before 22 July 2014 The Board of Directors of an Investment
Trust, nevertheless, will reman fully responsible for alt aspects of the Company’s strategy, operations and compliance with
regulations

Benchmark — the FTSE Af-World (Total Return) Index 18 the benchmark against which the increase or decrease in the
Company’s net asset value 1s measured The Index averages the performance of a defined selection of companies listed
in stock markets around the world and gives an indication of how those markets have performed in any penod As the
investments within this Index are not identical to those of the Company, the Index does not take account of operating costs
and the Company's strategy does not include replicating (fracking) this Index, thare 1s likely to be some leve! of divergence
betwaen the performanca of the Company and the Index

Closed-end company - a company, Including an Investment Company, with a fixed 1ssued ordinary share caprtal which 1g
traded on an exchange at a price not necessanly related to the net asset value of the company and which shares can only be
1ssued or bought back by the company In certain crcumstances This contrasts with an open-ended company or Fund, which
has units not traded on an exchange but issued or bought back from investors at a pnce directly related to net asset value

Cum-dividend - shares are classified as cum-dividend when the buyer of a secunty 15 entritled to receve a dvidend that
has been declared, but not paid Shares which are not cum-dvidend are described as ex-dwvidend

Custodian - A specialised financial institution responsible for safeguarding, worldwide, the listed securies and certain
cash assets of the Company, as well as the ncome ansing therefrom, through provision of custodial, settlement anc
associated services The Company's Custodian s JP Morgan Chase Bank

Depositary — under AIFMD rules applying from July 2014, the Company must appont a Depositary, whose duties in respect
of investments, cash and similar assets include safekeaping, venfication of ownership and valuation, and cash monitonng The
Depositary will be stnetly hable for loss of any investments or other assets in ts custody and will be obliged to mantan oversight
of shars buy backs, dwdend payments and adherence to investment imits

Dervative — a contract between two or more parties, the value of which fluctuates in accordance with the value of an
underlying secunty The contract i1s usually short-term (for less than one year) Examples of dernvatives are Put and Call
Options, Swap contracts, Futures and Contracts for Difference A denvative can be an asset or a labiity and 18 a form of
geanng because the fluctuations in its value are usually greater than the fluctuations in the underlying secunty’s value

Discount/Premium - the share price of an Investment Trust is derved from buyers and sellers trading therr shares on the
stock market This price 15 not iIdentical to the net asset value {NAV) per share of the underlying assets less labilities of the
Company If the share pnice 1s lower than the NAV per share, the shares are trading at a discount This usually indicates that
there are more sellers of shares than buyers Shares trading at a price above NAV per share ara deemed to be at a premium
The Board of the Company tries to ensure that the shares trade in normal market conditions at around 90% of the value of
the net assets (o that the discount s around 10%) by means of buying shares from sellers at the below-NAV pnce and
canceling them This effactively creates a profit for the Company and at least temporanly deals with the percenved excess of
shares in the market

Distributable Reserves - Reserves distnbutable by way of dvidend or for the purpose of buying back ordinary share
capntal {see notes 19 to 21) Company Law requires that Share Capital and the Caprtal Redemption Reserve may not be
distnbuted The Company’s articles of association currently further restrict it from making distrbutions by way of dividend out
of Capital Reserves although a resolution will be put to shareholders to remove this prohibition Al dwdend payments are
currently made out of Revenue Reserve and the cost of all share buybacks 1s deducted from Capital Reserves

Dividend Dates - Reference 1s made in announcements of dividends 1o three dates The “record” date 1s the date after
which buyers of the shares will not be recorded on the shareholders’ register as qualfying for the pending dividend payment
The “payment” date 15 the date that dvidends are credited to shareholders' bank accounts This may be several weeks or
even menths after the record date The “ex-dividend” date 1s normally the second business day prior to the record date
{most ex-dividend dates are on a2 Wednesday)

GAAP - Generally Accepted Accounting Practice This includes UK GAAP and international GAAP {IFRS or International
Financial Reporiing Standards applicable in the European Union)

Foreign & Colorial Investment Trust PLC




Geanng - this 1s the ratic of the borrowings of the Company to #ts net assets Borowings have a “prior charga™ over
the assets of a company, ranking before ordinary shareholders in thewr entitlement to captal and/or income They include
preference shares, debentures, overdrafts and short and long-term loans from banks, and dervative contracts If the
Company has cash assets, these may be assumed either to net off against borrowings, gving a “net” or "effective” gearing
parcentage or to be used to buy nvestments, gving a “gross” or “fully nvested” geanng figure Where cash assets exceed
borrowings, the Company 1s descrbed as having “net cash”™ The Company's maximum permitted level of geanng 15 set by
the Board and 1s descnbed within the Strategic Report and Directors' Report

Investment Company (Section 833) ~ UK Company Law allows an Investment Company to make dmdend distrnbutions
out of realised distributable reserves, even in arcumstances where it has made Capital losses in any year (see note 2 (a)),
provided the Company's assets remaining after payment of the dvidend exceed 150% of the labilites An Investment Company
18 defined as investing ds funds in shares, land or other assets with the am of spreading investment nsk

Investment Trust taxation status (Section 1158) - UK Corporation Tax law allows an Investment Company {referred
to In Tax law as an Investment Trust) to be exempied from tax an its profits realised on investment transactions, provided 1t
complies with certain rules These are similar to Section 833 Company law rules but further require that the Company must
be listed on a regulated stock exchange and that it cannot retain more than 15% of income receved (set out in note 3 on
the accounts) The Directors Report contans confirmation of the Company's compliance with this law and its consequent
exemption from taxation on capital gans

Manager - FAC Management Limited {F&C), a subsidiary of the FAC Asset Management Group (FCAM) The responsibities
and remuneration of the Manager are set out in the Buisness Model, Drrectors Report and note 4 on the accounts

Market capitalisation — the stock market quoted price of the Company's shares, multiplied by the number of shares in
issue If the Company's shares trade at a discount to NAV, the market capitalisation will be lower than the Net asset value

Net asset value (NAV) - the assets less the labilities of the Company, as set out on the Balance Sheet, all valued in
accordance with the Company's Accounting Policies (see note 2) and UK Accounting Standards The net assets correspond
to Total Shareholders Funds, which compnse the share capitat account, capital redemption reserve, and capital and revenue
reserves The Company’s debenture 1s valued in the Accounts at par {redemption valug) and this Balance Sheet NAVY 1s
somatimes referred to as "NAV, Dabenture at par* The Debenture trades on the London Stock Exchange at a value higher
than its redemption value and the NAY using this debenture vatue is described as “NAV, debenture at market value”

Non-executive Director - a Director who has a contragt for services, rather than a contract of employmant, with the
Company The Company does not have any executive directors  Non-executive Directors' remuneration 1s descnbed In detal
in the Remuneration Report The duties of the Directors, who govern the Company through the auspices of a Board and
Committees of the Board, are set out in the Corporate Governance Statement

Ongoing Charges - all operating costs expected to be incurred in future and that are payable by the Company or
suffered within underlying investee funds {including private equity funds), exprassed as a proportion of the average net assets
of the Company over the reporting year (see Ten year Record) The costs of buying and selling investments and dervatives
are excluded, as are nterest costs, taxation, non-recumng costs and the costs of buying back or issuing ordinary shares

Private Equity — an asset consisting of shares and debt in aperating companies that are not pubicly traded on a stock
exchange The holdings in such companies may be collected In a Fund which operates as a Iimited partnership (LP} with
Partners contributing capital to the Fund over a pened of years and recemng proportional repaymeants of capital and income
as and when the investments are sold

SSAE - Statement on Stanciards for Attestation Engagements issued by the Amencan Instiute of Certfied Public Accountants

SORP - Statement of Recommended Practice The accounts of the Company are drawn up In accordance with the
invesiment Trust SORP, 1ssued by the AIC, as descrbed in note 2

Total expense ratio (TER) - an alternatve measure of expenses to Ongaing Charges it compnses all operating costs
ncurred N the reporting penod by the Company, calculated as a percentage of the avarage net assets in that year (see
Ten Year Record) Operating costs exclude costs suffered within underlying investee funds, costs of buying and selling
nvestiments and dervatives, interest costs, taxation and the costs of buying back orissung ordinary shares

Total return — the return to shareholders calkculated on a per share basis by adding dvidends paid In the penod to the

ncrease or decrease in the Shara Pnce or NAV in the penod The dwmidends are assumed to have been re-invested in the
form of shares or net assets, respectivaly, on the date on which the shares were quoted ex-dwidend
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Warning to sharehelders — Boiler Room Scams

In recent years, many companies have become aware that therr shareholders have been targeted by
unauthorised overseas-based brokers seling what turn out to be non-existent or high rnisk shares, or
expressing a wish to buy their shares If you receive unsolicited investment advice or requests

» Make sure you get the correct name of the person or organisation

* Check that they are properly authonised by the Financial Conduct Authority (FCA) before getting involved by wisiting
www fca org uk/firms/systems-reporting/register

+ Report the matter to the FCA by calling 0800 111 6768
« [f the calls persist, hang up
More detailed information on this can be found on the FCA's wehsite www fca org uk/consumer/scams
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