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About your Company

F&C US Smaller Companias PL.C

F&C US Smailer Companies PLC is managed by F&C
Management Limited ("F&C"}, which is a wholly owned
subsidiary of Eureko B.V., a leading pan- European
Financial Services Group. F&C is appointed by the
Board of F&C US Smaller Companies PLC under an
agreement setting out its responsibifities for investment
managerment, administration and marketing.

The savings plans linked to F&C US Smaller
Companies PLC are operated by F&C, which is
authorised and regulated by the Financial Services
Authority.

F&C is a leading manager of investment trusts and
also manages pension funds, insurance funds and
open-ended funds for a wide range of investors in the
UK and Europe. Total assets under management were
over £60 biilion at 30 June 2003.



SUMMARY OF RESULTS

Attributable to 30 June 30 June %
equity shareholders 2003 2002 change
Net assets £53.27m  £74.58m -2859%
Net assets per share  200.06p 22770p -11.91%
Net asset per share -

dliluted 200.06p 218.38p -8.39%
Russell 2000 Smaller

Companies Indexi? 211 30352 -10.48%
Share price 192.00p 207.00p -7.25%
Increase in net asset value per share

since inception on 8 March 1993 107.23%

Increase since 8 March 1993 in the Russell 2000

Smaller Companies Index( 12.30%

{1} There is no diference between the basic and diluted net assel values 21 30
June 2003 due to the exercise of the warrants during the year. There are no

further potentially dilutive instruments in issue.

2)  The Russel 2000 Index sterling adjusted.
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It was another difficult year for US equity markets, The net
asset value (NAV} per share of your Company fell 8.4% to
200.08p. compared 1o a decline of 10.5% in the Company's
benchmark, the stering-adiusted Russell 2000 Index.

Your Company's NAV performance has exceeded its
banchmark for the last three years and in nine of the ten
years since formation in March 1993, Since then, the NAY
per share has risen by 107.2%, compared with arise in
the sterling-acjusted Russell 2000 Index of 72.3%.

No dividend is declared for the year to 30 June 2003, This
i5 in line with stated poficy.

During the: year under review the Russell 2000
declined Dy 3.1%, in dollar terms. This modest fall,
however, hides a substantial downturn in the first months
of the pericd: by @ October 2002, the Russel 2000 had
fallen by 27.0%. The reasons for this seem (o have been
concemns about deflation and Middle East tension. Since
then, the stockmarket has gradually recovered, putting on
a strong spurt since March,

Within the market, the strongest performance was
shown by sectors which had been hardest hit in the
previcus two years, healthcare, technology and utilities
Poorest perfarmance was seen in the "other” sector
(diversified companies), consumer staples, and materials
and processing sectors. This reflected, on the one hand,
weakness in capital goods and commodity markets, and
on the other, profit-taking in staples after two years of out-
performance.

The best performing major index during the year, the
technology orientated NASDAQ Composite Index, rose
2.5% in sterling terms. As pointed out in my interim
statement, the Company's superior relative performance
was achieved despite an underweight in technology. This
index is, however, stil 67.9% below its all time high
reached in early March 2000.

Discount and Buybacks

The price of the shares fell by 7.3% to 192p over the year
The discount ta NAY per share narrowed during the year
from 5.2% to 4 0% and at 3 September 2003 was
12.76%. (The figure for 30 June 2002 is the discount 1o
diluited NAY per share because of the warrants that existed
at that time}.

The Company bought back its own shares during the
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Chairman’s Statement

year. Excluding the Tender Offer there were purchases of
1.822.000 shares at an average discount of 9.6%.
Cver the linancial year, the average discount at which the
Company's shares traded was 9.3%. Al the time of the
war In Irag, the discount widened to more than 10%. In
view of the unusual state of affairs, your Board carefully
considered its share buy-back policy, which aimed for a
discount over a period of no more than 10%. The volatility
of the market meant that it was difficuit to establish the true
discount when repurchasing shares. In the face of this
kind of volatility, the Board took the view that it was not in
the long term shareholders' best interests to be active in
the market every day. The war ended quickly and the
discount narrowed promptly

The Board wil continue to apply its policy of, if
necessary, buying back shares at appropriate times with a
view to maintaining a longer term discount of
approximately 10%.
Tender Offer
As set out in my interim report, the Board fulfiled its 1999
commitment to sharehalders, to provide an exit for those
who wished to take it. The Board proposed a Tender Offer,
which was accepted by sharehalders at an EGM in
December 2002, As a result of the Tender Offer,
6,935,500 shares {about 20% of the outstanding) were
repurchased.
Continuation Vote
Shareholders also voted for the continuation of the
Company and for future continuation votes to be held
every three years, starting at the AGM in 2005.
Warrants
All the Company's warrants have now been cancelled.
This follows from the issue of 1,375,738 ordinary shares
on the exercise of warrants on 6 Decemiyer 2002 and the
exercise and tender by the Trustee of the remaining
1,162,191 warrants.
AGM
The Annual General Meeting will be held on 14 November
2003 and | hope that you will attend. The meeting will be
heid in the offices of F&C Management Limited at
Exchange House, Primrose Street, London ECZA 2NY. A
map showing the locaton is on an enclosed card. If you
would like to attend, would you please kindly return the



reply card
Outlook
Althcugh aver the financial year as a whole, the small
company sector under-performed large companies, since
March the situation has changed. The smaller company
seclor has performed strongly since then, continuing the
out-performance cycle that began four years ago. The
sector still appears cheap and to have belter growth
prospects than large companies.

Further concerns about the state of the economny may

arise in the future but our conservative approach o

investment should provide reasonable relative performance,

Gordon Grender Scpiembor 2003
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Manager's Review

The US small company sector suffered a hcavy fall during
the financial year, along with other equity markets but
clawed back most of the loss in the second hall of the
period. The decline was driven by several factors, including
faling US consumer confidence, rising encrgy prices and
fear of a prolonged conflictin rag. A recovery in market
confidence began as war broke out and was foliowed by a
more gradual improverment in consumer confidence. The
technology sector dropped sharply early in our financial year
and bounced from its very oversald level in October

Small companies lagged the performance of large
companies over the twelve month period. Concern about
the economy caused investors 1o seek salety in blue
chips. However, since March, this relative decline has
reversed, re-establishing the trend of out-performance by
small companies that began four years ago.
Overall Strategy
The overall positioning of the particlio at the beginning of the
year reflected both our investment view and the Company's
investment style. Firstly, we rernained cautious towards
technology because of the after-effects of the tech-bubble.
Secondly. we expected econormic activity to recover after
the impact of September 11 and so cver-weighted
consumer discretionary, and autos and transportation
sectors; conversely we under-weighted banks and resl
estate investment trusts. We {ook the view that these two
sizeable sections of the financial sector were expensive and
Iikely to under-perform in a recovery when interest rates rise.
The Company's investment approach is to focus on
campanies with strong franchises, free cash flow and
insider ownership, whose shares are cheap. This leads us
to favour consumer discretionary stocks, where many fit
these criteria and aveid technology where very few do.

These sector positions detracted modestly from
performance faslt year because the consumer discretionary
sector in particular under-performed. This reflected the
greater than expected weakness in the economy that
developed in 2002. However, good stock selection in the
sector more than offset this, Particularly strong contributions
came from Whitmar: Education, Iron Mountain and SCP
Pool, which all delivered better than expected results.
Additionally. Whitman was the subject of an agreed merger.
Netable contributions elsewhere came from Symantec,
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Boston Communications and Cousins Properties. Stock
selection was less good in healthcare, where the
Company's style meant we did not participate directly in the
biotech bounce. and holdings in small service companies,
such as VitalWorks and SRI Surgical Express were hurt by
economic pressures on their customers.

During the year we reduced exposure o the consumer
discretionary sector and added to financials. In the first, we
continued to reduce media stocks into sirength -
valuations are no longer attractve — and in the second we
added to specialised insurers and lenders.

Portfolio Review

The portfolio’s largest exposure is the consumer
discretionary sector (over 25% of the portfolio). it includes
both consumer and business service companies as wel
as some consumer durables producers. During the year,
we invested in two new areas that we expect 1o benefit as
consumer confidence recovers, namely, fumniture
manufacture, and arts and crafts retailing. Furniture Brands
s a leading manufacturer of better quality furniture and has
successfully moved much of its production offshore,
Michaels Stores is the most successful retaiter of arts and
crafts products; this is a large, growing market and
managemant is making big improvements by applying up-
to-date retailing technclogy. The pertfelio's education
holdings were re-organised: we replaced expensive higher
education stocks, such as Education Management and
Whitman Education, with the much cheaper Sylvan
Learning Systems. This subsequently restructured,
dispesing of its schoaol tuition businass in order to focus on
s growing overseas universities. As mentioned, we
reduced media stocks on the grounds of high valuation.
Harte-Hanks, which was our largest holding a year ago,
and L.amar Advertising were both reduced, and Westwoaod
One was sold in its entirety.

The financial sector is another substantial part of the
portfolio (over 20%). Here we made fresh investmeants in
three areas. Firstly, NDC Health, the leading processor of
financial transactions for pharmacies and physicians. This
was an opportunistic purchase of a good growth company
at a time when there were undue concems about a
refinancing. We also bought ProAssurance, which
historically has been the most profitable professional




medical insurer. Industry profitability is depressed by high
claims casts but is set 1o rebound as compelitars exi
Saxon Capital has the strongest credit discipline in the
non-conforming mortgage business (loans that do nat
qualify for government sponscred lending via, for example,
Fannie Mae}. Most of its compelitors are not as focused
and Saxon capitalises on this to gain market share. We
also bought Mercantile Bankshares, a bank with an asset
sensitive balance sheet (it should da well when interest
rates rise) and an excellent credit record. The portfolo is
still heavily underweight in banks. We sold Investment
Technology Group because we were concerned that
faltering growth was a sign of greater competition, which
turned out to be the case.

In other parts of the portialic we have established new
positions in three out-of-favour industies: hospitals. copper
producers and commercial acrospace. In healthcare, we
bought Community Health Systems, a well-managed
operator of rural hospital chains. It has a record of improving
acquired hospitals and the shares’ valuation has been averly
affected by problems at certain larger hospital chains. In the
materials and processing sector we bought Freeport-
McMoran Copper & Gold. This is by far the world's lowest

cost producer of copper. It should beneft from a recovery in
the copper market as well as debt-reduction from its strong
free cash flow. Goodrich is the leading suppler of
commercial acrospace systems, Its service and spares
business has carried it thiough the downturn — it stil
generates substantial free cash flow - and the shares,
which have a goed yield, should gain as the depressed
industry conditions improve over the next 1-2 years
Outlook

After a year in which the small company sector lagged the
5&P500, a return of confidence means that the better
relative performance for the sector that began in March
should continue given the superior fundamentals. Your
partfalio looks well-positioned to benefit over the long term
from econemic recovery and it is cautiously positioned

towards technology.

Robert Siddles Scptember 2003

F&C Management Limited
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Twenty Largest Equity Holdings

at 30 June 2003

This Last Company
year year

1 @

2 (3
3 4
4 (8
5 11
6 (9
70
8 [18)
g ()
10 (15)

Description

Kirby

This leading operator of inland tank barges in the United States has a strong market
position in this business which is characterised by strong cash flow and little new
competition.

Cousins Properties

This Atlanta-based real estate investment trust cperates in one of the most attractive
growth areas in the US. Management are risk averse and focus on commercial property
development. They have used their land bank around Atlanta to their advantage.

SCP Pool

SCP Pool is the leading US distributor of swimming pool supplies. It has successfully
consolidated its position in this fragmented but growing industry and shauld benefit from
rising margins.

BankUnited Financial

This Florida-based community bank is run by well-regarded management and has the
opportunity to grow by offering better customer service than its much larger national
rivals.

Freds

The company operates discount general merchandise stores in the South East, mostly
in non-urban locations, The store size is between that of the larger Wal-Mart and the
smaller dollar stores. It offers a combination of convenience and low prices that is
attractive to elderly and low-income customers. Sales are growing rapidly.

Republic Services

Republic Services provides sofid waste caellection and dispesal services. It concentrates
on markets where it can win long-term contracts. It has a strong emphasis on
generating free cash flow.

American Capital Strategies

This is a business development company specialising in private mezzanine lending. It
takes equity positions in the companies it lends to. High returns are availabie in the
private debt market. It is struciured as a registered investment company and pays out
its earnings as a large dividend.

Renal Care

Renal Care specialises in providing kidney dialysis services in out-patient centres.
Kidney disease can result from conditions such as dfabetes and high blood pressure.
This is a growing market and the company achieves some of the best clinical results in
the industry.

Community Health Systems
Community Health has a strong record of buying and improving rural acute hospitals.
The rural locations mean there is limited competition.

Roper Industries

Roper is @ manufacturer of niche products in industriat controls, fluid handling and
analytical instrument markets. These niches typically experience limited competition. It
uses its free cash flow to make bolt-chn acquisitions in similar areas,

F&C S Smaller Companies PLC

Market value

£m

2.30

1.88

1.65

1.32

1.23

1.21

1.20

1.13

1.09

1.08

% of Total
Investments

4.4%

3.6%

3.2%

2.5%

2.4%

2.3%

2.3%

2.2%

2.1%

2.1%




This Last
year year

1

12

13

14

15

16

17

18

19

20

(19)

M

Company Market Value
Description £m
Invitrogen 1.06
Invitrogen produces research kits used by academic, commercial and government

research bodies for gene analysis. The company has acquired a variety of important
technologies, capitalising on its academic contacts, and has been successful in

marketing these commercially.

Allied Capital 1.05
Like American Capital Strategies, Allied is a business development company.

Monaco Coach 1.05
Monaco is a leading manufacturer of luxury recreational vehicles. This is a growing

market as baby-boomers approach retirement and the company has been innovative in

intreducing new designs and in retaining customer loyalty.

Harte-Hanks 1.02
The company is the leader in direct marketing, an area with good growth prospects, Its

strong balance sheet is an advantage as new growth opportunities often come from

acquisitions.

Lithia Motors 1.01
Lithia owns car dealerships in small markets west of the Mississippi. It acquires
underperforming dealerships and boosts their profitability through increased sales of

used cars, finance and insurance, warranty and repairs. This consclidation strategy has

worked well to grow profits.

SPX 0.99
The company is a diversified industrial that operates in areas such as fire detection

equipment and power transformers, Its management team strictly apply ‘Economic

Value Added’ techniques to get the most out of its business portfolic.

Pride International 0.98
Pride Internaticnal is & leading offshore driller. It has done a good job of contracting out

its deep water rigs at attractive rates. {ts jack-up fleet will benefit as rates in the Gulf of

Mexico improve.

Sonic Automotive 0.97
The company owns car dealerships, a business which generates strong cash flow.
Management follow a similar strategy to Lithia - acquiring and improving dealerships.

Iron Mountain 0.97
This is the leader in record archiving and information management. Growth comes from

the need by companies to retain document records as a result of new regulaticns or

potential litigation. It has made several acquisitions in Europe which should be a fruitful

area for growth.

Mentor Graphics 0.96

Mentor provides software for the automation of electronic design. The company focuses
on areas with limited competition where it can sell new or upgraded products to its
installed base of customers. As the economy picks up bookings will grow.

The value of the twenty largest equity holdings represents 46.4% (June 2002: 49 5%) of the Cornpany's total investments.

% of Total
Investments

2.0%

2.0%

2.0%

2.0%

1.9%

1.9%

1.9%

1.9%

1.9%

1.8%
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List of Investments

30 June 2003

30 June 2003

Value Value
Listed Investments Holding £°000s  Listed Investments Holding  £000s
AUTOS & TRANSPORTATION VitahWorks 268,970 534
Gengses & Wyoming 40,000 499 6,595
Kirby 134,400 2,297 ‘
Monaco Coach 112,580 1046  MATERIALS & PROCESSING
Airgas 47,820 485
3.842 Freeport-McMoran Copper & Gald 53,000 787
CONSUMER DISCRETICNARY Grant Prideco 39,350 280
Cox Radic 37,200 521 Jones Lang LaSalle 68,900 660
Emmis Communications 32,000 449 Martin Marietta Materials 36,840 750
Furniture Brands 53,780 851  Modtech Holdings 16,100 88
Freds 54,407 1,234 Mueller Industries 38,500 633
Harte-Hanks 88,950 1,024 Shaw Group 64,000 457
insight Communications 84,370 682
iron Mountain 42,935 985 4.150
Lithia #Motors 102,860 1.008 OTHER
Kasper 28,312 45 SPX 36,944 986
Lamar Advertising 21,680 466
Michaels Stores 25,000 577 OTHER ENERGY
Regfs ) ) 30180 231 FMC Technologies 41,800 534
Re\pubhc Services 88,000 1,209 Forest Ol 44,660 580
SC‘P Pool . 79.000 1,646 Harvest Natural Resources 130,700 505
Sonic Automotive 72,720 966 Pride Intermational a5 700 a77
ride Interna .
SOURCECORP 680,750 795 Swift Ener 58 100 387
) gy .
Sylvan Learning Systems 47390 654
Vail Resorns 75,700 618 3,083
14,241 PRODUCER DURABLES
Actuant 26,020 746
FINANCIALS Andrew 115,500 654
Alled Capral - _ 75000 1050 b ont photomasks 45,300 516
American Capital Strategies 79,000 1.198 .
Arthur J Gallagher & Co 30,200 498 Sgosr”musmes i’gggg : ggg
Barknited Financial 108,800 1324 P ’ '
Bisys Group 58,000 646 3,848
CNA Surety ‘ 122,000 728 tECHNGOLOGY
Cousm; Properties 111,000 1877 Concord Communications 55,080 480
mg%‘”e Bankshares ig'ggg é;g Mentor Graphics 108,500 955
- Reynaolds & Reynaolds 28,400 492
NDC Health 55,900 622 Symantec 30,900 877
Proassurance 37,100 607
Saxon Capital 67,960 712 2,729
Waddell & Reed Financial 53,150 827 UTILTIES
11,468  Boston Communications 53,790 552
HEALTHCARE Price Communications 81,835 640
Community Health Systems 93,440 1,092 1,192
Genesis Health Ventures 75,400 805
Harvard Bioscience 211,200 486 TOTAL INVESTMENTS 52,135
Invitrogen 45,500 1,059
PracticeWorks 49,622 581 The total number af companies in the portfolio is 68 {2002: 72)
Prime Medical Services 88,200 252
Renal Care 53,100 1,133
SRI Surgical Express 133.400 554
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Directors

Gordon Grender Chairman

A Director of the Company since its inception in 1983, he
became Chairman in October T998. He has been actively
involved in fund management in North American
stockmarkets since 1974. He has been the investment
adviser to GAMerica Inc., GAM North American Unit Trust,
GAMerica Capital Fund and GAM Star America since their
respective inceplions in 1983, 1985, 1995 and 1998 and
is a director of GAM International Management Limited,
Age 58.

Norman Bachop

He was with Mercury Asset Management PLC and its
predecessor companies for 30 years, 21 of which were
spert managing US equities. He was appointed to the
Board in February 1999, Age 56.

Peter Barton

Appointed to the Board in February 1898, He is a solicitor
and investment banker who has many years expenence in
the finance secior including nine years with Lehman Brothers
internationat and four years with Robert Fleming & Company
Limited following a career of over 20 years as a corporate
tawyer. He s deputy chairman of Alliance & Leicester PLC,
chairman of Howard de Walden Estates Limited and vice-
chairman of the Guinness Trust Group. Age 66.

David Hunter Senicr Independent Director

He has worked in the City for more than 45 years and is
curmently a director of NCL Investments Limited and Aurcra
Investment Trust PLC. He joined the Board in April 1994,
Age 67,

Altthe Directors arc Memisers of the Audit Committee
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Robert Siddles
Responsitle for the US portfclic. He joined the Group in
2001. Age 46.

Robert Dowdall
Group Finance Direclor. He joined the Group in 1990,
Age 56.

Rowan Hostler

Carries out the company secretarial duties of the
Company on behall of F&C Management Limited. She
joined the Group in 1992 Age 34.

Nick Pitt-Lewis
Group Legal & Compliance Director. He joined the Group
in 1992. Age 50.
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Management and Advisers

Investment Manager, Secretary and
Registered Office

F&C Management Limited

Exchange House. Primrose Street
London EC2A 2NY

Telephone: 020 7628 8000
Facsimile: 020 7623 8188
Website www fandc.com

email info@fandc.com
Authorised and requlated by the
Financial Services Authority
Registered in England

Independent Auditors
PricewaterhouseCoopers LLP
Southwark Towers

32 London Bridge Street
London SE1 9SY

Bankers
JP Morgan Chase
The Royal Bank of Scotland ple

Registrars

Computershare Investor Services PLC
PO Box 435, Owen House

8 Bankhead Crossway North
Edinburgh EH11 4BR

Telephona: 0870 702 0130
Authonised and regulated by the
Financial Services Authority

Solicitors

Charles Russel

8-10 New Fetter Lane
London

EC4ATRS

Stockbrokers
Cazenove & Co Ltd
20 Moorgate
London EC2ZR 6DA

Member of The Association of
Investment Trust Companies




Status of Company

The Company is an investrment company as defined by
Section 266 of the Companies Act 1985 and has
conducted its affairs during the yaar under review, and
subsequently, S0 as to continue to qualify as an
investment trust under the provisions of Scclion 842 of
the Income and Corporation Taxes Act 1988

The last accounting period for which the Company
has been teated as approved by the Inland Revenue was
for the year ended 30 June 2002, This approval is subject
ta there being no subsequent enquiry under Cerporate
Tax Self-Assessment. In the opinion of the Directors, the
Company has subsequently conducted its affairs sa as to
enable it to continue to obtain Section 842 approval,

The Company's shares are eligible for inclusion in an
Individual Savings Account ["ISA") and as an investment
for Personal Equity Plan ("PLEP") transfers.

Note 1 on the accounts contains full details of the
accounting policies adopted.

Review of the Business

A review of the Company's activities is given in the
Chairman’s Statement on pages 2 and 3 and in the
Manager's Report on pages 4 and 5

Dividends

No dividend is recommended for payment on the ordinary
shares.

Capital

Ordinary Shares and Warrants, At the Extracrdinary
General Meeting held on 4 December 2002 the
shareholders approved a Tender Offer. The final exercise
of warrants took place on 30 November 2002 and 510
holders of the Company's warrants exercised their rights
to subscribe for a total of 1,375,738 ordinary shares at
the fixed subscription price of 100p per share. The
remaining 1,162,197 warrants were exercised and
tendered by the Trustee and the proceeds werc
distributed to the warrant holders. There were no further
warrants in issue following this event. A total of 6,935,500
shares were purchased and cancelled under the Tender
Offer at the Tender Price of £1.7016 pence per share and
36,641 shares were matched under the Matching Facility,
The Tender Offer resulted in a reduction of approximately
20% of the Company's issued share capital

Report of the Directors

At the Annual General Meeting held on 4 December
2002 shareholdars renewed the Board's authority to buy
back up to 4,024,780 of the Company’s ordinary shares
for cancellatiors. During the year under review 1,822,000
shares were repurchased for cancellation and no warrants
were repurchased for cancellation.

Duration of the Company

At the Annual General Meeting in 2002, the shareholders
voted in favour of the continuation of the Company as an
investment trust for an indefinite period. At that time the
Articles of Association were amended and a continuation
vole will be put to shareholders every three years, starting
al the Annual General Meeting in 2005,

Substantial Share Interests

As at 4 September 2003 the Company had received
notification of the following holdings of more than 3% of its
ordinary share capital:

Qrdinary shares

of 25p each %

F&C Management Limited 3,180,296 19
(including Foreign & Colonial

Investment Trust PLC 2,968,169 171

Directors
The Directors are listed on page 9. All the Directors held
office throughout the year under review. The Director
retiring by rotation is Mr D H Hunter who, being eligible,
offers himself for re-election. No Director has a service
contract with the Company. Details of Directors’
shareholdings in the Company are contained in note 5 {b)
on the accounts.
Management
Note 3 on the accounts provides details of the
Company's management agreement with F&C
Management Limited {the "Manager’)

The Manager has developed and published a policy
on Carporate Governance and a Voting Policy,
Policy on Payments to Suppliers
The Company’s principal supplier, the hManager, is paid in
the month following the end of each calendar gquarter, in
accordance with the terms of the management
agreement. Other suppliers are paid in accordance with
individual payment terms agreed with each supplier

Report and Accounts 2003 11




Report of the Directors (continued)

12

AL 30 June 2003, the Company had no trade

creditors.

Change of Name

At the Annual General Mecting held on 4 December
2002, shareholders approved the change of name to
F&C US Smaller Companies PLC.

Corporate Governance

The Company is cemmitted to high standards of
corporate governance, The Board has considered the
principles set out in the Combined Code on Corporate
Governance issued by the UK Listing Authority (the
‘Code") and believes that the Company's current
practice, given the special circumstances of an
investmenk rust company, is in all material aspects
consistent with the principles of the Code. The Company
has complied throughout the year undar review with the
provisions set out in Section 1 of the Code.

The Board regufarly reviews the independence of its
members and is currently comprised of four non-
executive Directors. Having due regard to the definitions
and guidelines on independence, the Board remains of
the opinicn that all the directors are independent.

Mr D H Hunter is the senior independent Director of the
Company. There is no chief executive position within the
Company. All of the Directors of the Company are
resident in the UK and their biographical details on page 9
of this annual report demenstrate the wide range of skills
and experience that they bring to the Board. New
appointess to the Board are given a preliminary briefing
on the workings of the Company by the Chairman, the
Manager or cther appropriate persons.

It is the responsibility of the Board to ensure that there
is effective stewardship of the Company’s affairs
Strategic issues and all operational matters of a material
nature are determined by the Board. In order to enable
them to discharge their responsibifities, all Directors have
full and timely access to relevant information. The Board
meets regularly and has established an annual
programme of agenda items under which it reviews
managament, investmeant and marketing performance as
well as other high level management information including
financial reports. The Board monitors compliance with the

Company's objectives and is directly responsible for

F&C US Smaller Companics PLC

Investment strategy, asset allocation and gsaring. A
schedule of matters reserved for the decision of the
Board has been adopted.

The Board has established a procedure whereby
Directors, wishing to do so in the furtherance of their
duties, may take indepandent professionat advice at the
Company's expense, There has been no professional
advice or lraining taken by the Directors during the year,
other than in relation to the Tender Offer, which has
incurred expense to the Company. The Board has direct
access to the advice and services of the Company
Secretary, F&C Management Limited, which is
responsible for ensuring that the Board and Cormmittee
procedures are followed and applicable regulations are
complied with. Under the Articles of Association all
Directors submit themselves for re-election at least every
three years in accordance with the Code.

The Board, which is small in size, operates without a
nominations committee and believes that this is
appropriate in these circumstances. Any {uture
appointments of new Directors will be made on a
formalised basis with the Chairman agreeing selection
crileria with his colleagues. The final decision akways
rests with the full Board and alt such appointments are
subject to confirmation by shareholders.

It is the Corpany’s policy to exercise its volng rights
at shareholders meetings of investee companies.
Accountability and Audit
The Audit Committee of the Company, chaired by Mr G D
Grender, operates within wiiiten terms of reference clearly
setting out its authority and duties. All of the Directors
constitute the Committee (see page 9). The pimary role
of the Committee is to review the Company’s accounting
policies, the contents of its annual financial statements,
the adequacy and scope of the external audit and
campliance with regulatory and financial reporting
requirements. The Committee has direct access to the
auditors, PricewaterhouseCoopers LLP, and to the
compliance and internal audit directors of the Manager
and to the Manager's group audit committee, and reports
its findings to the Board.

The Board has overall responsibifity for the Company's

systems of internal controls and for reviewing their



effectiveness, ensuring that the risk management and
controt processes are embedded in day-to-day
operations, These controls aim to ensure that assets of
the Company are safeguarded, proper accounting
records are maintained and the financial information used
within the business and for publication is reliable. Control
of the risks identified, covering financial, operational.
compliance and risk management is embedded by a
series of investment performance, performance attribition
and Manager's reports and a guarterly control report. The
control report incorporates a key risk table that identifies
the risks to which the Company is exposed and the
controls in place to mitigate them including those risks
that are not directly the responsibility of the Manager. It
also provides details of any known internal control failures,
The systems of internal controls are designed to manage
rather than eliminate risk of failure to achieve business

objectives and can only provide reasonable, but not

absclute assurance against material misstatenent or (035,

The Board has contractually delegated the
management of the investment portfolio, the operation of
custodial services and the provision of accounting and
company secretarial services to the Manager. Details of
the terms of its agreement with the Manager, as set out in
note 3 on the accounts, are reviewed periodically by the
Company's Audit Committee,

The Board has caried out a risk and control
assessment including a review of the Manager's sisk
management infrastructure. A key element of this
assessment is the Statement of Internal Corporate
Gaovernance for the year to 31 December 2002 prepared
by the Manager for its investment trust clients to the
standards of the Financial Repeorting and Auditing Group
Technical Release 21/94 ("FRAG21" issued by the
Institute of Chartered Accountants in England and Wales.
The Statement sets out the Manager's contral policies
and procedures with respect to the management of its
clients’ investments. The effectiveness of these controls is
manitored by the Manager's group audit committee,
which receives regular reports fiom the Manager's
compliance and audit and risk departments and the
Statement contains a report from the Manager's external
independent reporting accountants. The Audit Committee

has received and reviewed the Statement, together with a

report from the Manager's group audit committee on the
effectiveness of the internal controls maintained on behalf
of the Company, and an annual compliance report from
the Manager's director of compliance, updated by contral
reports to 30 June 2003 from the Managers' director of
Group Audit and Risk

By means of the procedures set out above, and in
accordance with 'Internal Control: Guidance for Directors
on the Combined Code” published by the Waorking Party
for the Institute of Chartered Accountants in England and
Wales, the Board has established an ongoing process for
identifying. evaiuating and managing the significant risks
faced by the Company and has regularly reviewed the
effectiveness of the interal control systems for the year
to 30 June 2003. This process has been in place
throughout the year under review and to the dale hereof
and will continue to be regularly reviewed by the Board
going farward.
Going Concern
The Directors believe that it is appropriate to continue to
adopt the going concern basis in preparing the accounts
as the assets of the Company consist mainly of securities
which are readily realisable.
Directors' Remuneration
The Company has no employees or executive direciors
and consequently does not have a Remuneration
Committee. The Directors’ Remuneration Report on page
17 provides detailed information on the remuneration
arrangements for the Directors of the Company. The
ordinary business of the Annual General Meeting this year
includes a resolution (numbered 2} which asks
shareholders to approve the Directors’ Rermuneration
Report. This is now a requirerent of company law,
introduced by the Directors” Remuneration Report
Regulations 2002, which came into force in August 2002
The Directors’ remuneration is it conditional upon
resolution 2 being passed.
Investor Relations
Communications with shareholders are given a high
priority. In addition to the information provided in the
annuat and interim accounts, updated information is

available an the F&C website at www fandc.com. A
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Report of the Directors (continued)

regular dislogue is maintained with the Company's
institutional investors and, at the Annual General Mesting,
all investors have the opportunity to question the
Chairman and the Board. Proxy voting figures are
announced to the shareholders at the meetings.

Special Business at the Annual General Meeting
Shareholders will find on pages 35 to 36 the Notice of the
forthcoming Annual General Meeting of the Company to
be hald at Exchange House, Primrose Strect, London
EC2 on 14 November 2003, In addition 1o the ordinary
business of the meating, three resolutions (numbered 4,5
and B} are proposed as special business

Auditors (Resolution 4)

Following the transfer of substantially all of the business of
PricewaterhouseCoopers 1o a limited liability partnership
{CLLP" from 1 January 2003, PricewatarhouseCoopers
resigned from office on 12 March 2003 and the directors
appointed its successor, PricewaterhouseCoopers LLP,
as auditors of the Company.

PricewaterhouseCoopers LLP have indicated their
willingness to continue in office and speciai notice has
been received for resolution 4 to be proposed at the
Annual General Meeting to reappoint them as auditors
and authorise the Directors to determine their
remuneration.

Authority to allot shares {(Resolution 5)

Resolution 5 is similar i1 content 1o the authorities given to
the Directors at previous annual general meetings. By law,
Directors aré not permitted to allet new shares {or to grant
fights over shares) unless authorised to do so by
shareholders. in addition, Directors require specific
authority from shareholders before allotting new shares (or
granting rights over shares) for cash without first offering
them to existing shareholders in proportion o their
holdings. Resolution 5 gives the Directors the necessary
authority to afiot securities up to an aggregate namiral
arount of £332,809, which is equivalent to approximately
5 per cent of the issued share capital of the Company,
and empowers the Directors to allot such secuiities for
cash, atherwise than to existing shareholders, on a pro-
rata basis. Such autharity expires at the conclusion of the
annual general meeting in 2004, This autherity provides
the Directors with a degree of flexibility to increase the
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assets of the Company by the issue of new shares,
should any favourable opportunities arise to the advantage
of shareholders.

The Directors can, if necessary, use this authority to
satisfy demand from participants in the F&C Private
Investor and Pension Savings Plans and from hiolders of
F&C Individual Savings Accounts when they believe it is
advantageous 1o plan participants and the Company's
shareholders to do so.

Under no circumstances would the Directors use the
authority to issue shares at a price which would result in a
dilution of net asset value per ordinary share,

Authority for the Company to purchase its own
shares (Resolution 6)

Resolugtion § authorises the Company, until the conclusion
aof the Annual Gencral Meeting in 2004 or, if carlier, tha
expiry of 15 months from the date of the passing of such
resolution, t© purchase in the market up tc a maximurm of
3,991,050 ordinary shares {(equivalent (o approximately
14.99 per cent of the issued share capital) for canceliation
at a minimum price of 25p per share and a maximum price
per share of not more than 5 per cent above the average
of the middle market quotations for an ordinary share (as
derved from the London Stock Exchange Daily Official
Listj for the five business days immediately preceding the
date of purchase

The Directors would use this authority with the
objectve of enhancing shareholder value. Purchases
would only be made, within guidelines established from
time 1o time by the Board, through the market for cash at
prices below the prevailing net asset value per ordinary
share, which would have the effect of increasing net asset
value per ordinary share for the remaining sharehclders
Any ordinary shares which are purchased would be
cancelled

The Directars consider that it would be advantageous
10 shareholders for the Company to have the authority to
make such purchases as and when it considers the
timing to be favourable. However, use of this authority. if
given, will depend upon market conditions and the
Board's judgement of its likely effectiveness in increasing
net asset value per share and/or reducing the discount. It

is proposed that any purchase of ordinary sharas would



be financed out of realised revenue and/cr capital

reserves and funded from the Company's own cash

resources of, if appropriate, from short term bormowings
The Board intends to seek a renewal of such authority

at subsequent annual general meetings.

By order of the Board,
F&C Management Limited, Secretary
4 September 2003

far and on behalf of
F&C MANAGEMENT LIMITED

é S L SQSSQI Secrctary
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Directors’ Statement

of Responsibilities

16

Asg required by company law, the Directors are responsible
for the preparation of financial statements which give & true
and fair view of the state of affairs of the Company at

30 June 2003 and of the results for the year then ended.
In preparing the financial statements, suitable accounting
policies have been used and applied consistently, and
reasonable and prudent judgements and estimates have
been made. The financial statements are prepared in
accordance with applicable accounting standards and on
a going concern basis. The Diiectors are also responsible
for ensuring that adequite accounting records are
maintained and have a general responsibility for taking
such steps as are reasonably cpen (o them o safequard
the assets of the Company and to prevent and detect
fraud and other iregularities

F&C US Smaller Companies PLC

The financial statements are published on the
vweww fande com website, which i3 a website maintained
by F&C Management Limited (F&C). The maintenance
and integrity of the website maintained by F&C or any of its
subsidiaries is, so far as it relates to the Company, the
responsibility of F&C, The work carmied out by the auditors
does not involve consideration of the maintenance and
integrity of this website and accordingly. the auditors
accept no responsibility for any changes that have
occurred to the financial statements since they were
initially presented on the website. Visitars o the website
need to be aware that legislation iy the United Kingdom
governing the preparation and dissemination of the
financial statements may differ from legislation in their own

Jurisdiction



Remuneration Committee

As the Board of Directors Is comprised salely of non-
execUtive directors, i is exempt under the Listing Rules
from appointing a remuneration committee. The
determination of the Directors' fees is a matter dealt with
by the whole Board,

The Company's Articles of Association limit the
aogregate fees payable to the Board of Directors to a tatal
of £75,000 per annum. Subject to this overall limit, itis the
Company's policy to determine the level of Directors’ fees
having regard to the level of fees payable to non-executive
directers in the industry generally, the role that individual
Directors fulfilin respect of Board and Committee
respansibilities, and the tme commilted to the Company's
affairs,

No element cf the Directors’ remuneration is
performance relatad.

Na Director has a service contract with the Comparny.

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

Cirectors’ and Officers’ liability insurance cover is
maintained by the Company on behalf of the Directors.

Total Shareholder Return over 5 years

Source: Datastream

Directors’ Remuneration Report

Remuneration for Qualifying Services

2003 2002

Fees for Fees for

services to services 1o

Director the Company the Company
£'000s £°000s

G. D. Grender 20 20
N. M Bachop 12 12
M.PS. Barton 12 12
D.H. Hunter 12 12
Totals 56 56

The information in the above table has been audited {See Independent Auditors
Repen on page 18).

The amounts paid by the Company to the Directors were
for services as non-execitive Directors.

By order of the Board
F&C Management Limited, Secretary
4 September 2003
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Independent Auditors’ Report

Independent auditors’ report 1o
the members of F&C US Smaller
Companies PLC
We have audited the fnancial staiements
which comprise the statemert of total
retur, the dalance sheat, the cash flow
statement and relaied notes. Weo have
also audited the disclosures required by
Part 3 of Schedule 7A to the Companics
Act 1985 contained in the Directors’
remuneration report ("the auditable part”)
Respective responsibilities of
Directors and auditors
Tha Directors respansibilities for preparing
the annual report, and the financial
statcments i accordance with applicabie
United Kingdom law and accounting
standards arc st out in the statement of
Directors' responsibilitics. The Direciors
are also responsible for preparing the
Directors’ remuneration report

Our respansibility 1s to audit the
financial statements and the auditable part
of the Directors' remuneration report in
accordance with relovant legai and
requiatory requirements and Lnited
Kingdom Audiiting Standards issued by
the: Auditing Practices Board. This report,
including the opinion, has been prepared
far and only for the Company's members,
as a body, in accordance with Section
235 of the Companics Act 1385 and for
no other purpose. We do nat, in giving
this opinion, accept or assume
responsibility for any other purpose or to
any other person to whom (his report s
shown of into whose hands it may come
save whore expressly agreed by our orior
consent in writing

We report to you our opinion as to
whether the financial statements give a
frue and far view and whether the

financial statements and the auditable part

of the Directors’ reuncralion report hiave
becn property propared in accordance
with the Companies Act 1985, We also
repart to you ff, in our opinian, the repart
of the Dircctors is not coasistent with the
fnancial statemerts, f the Company has
not <cpl proper accednting records, i€ we
have not rectived all the information and
cxplanations we reguire for aur audt, or if
information specificd by law regarding
Directars’ remuncration and transactions
i3 nat disclosed

We read the other information
contained in the annual report ard
consider the implications for our report if
wie become aware of any apparent
misstatoments of material Inconsistancies
with the financial statements. The oiher
infarmatior: comprises only the Chairman’s
Staiement, the Manager's Review, the
Report of the Directors, the Directors’
remurieration report, other than the
auditable part, and the corporate
govarnance statemnent

Wa review whother the corporate
governance staterment reficcts the
Company's compliance with the seven
provisions of the Coembined Code
specified for our review by the Listing
Rules of the Financial Scrvices Authority,
and we repart if it does not. We arc not
required 1o consider whether the Board's
statements on internal control cover ail
risks and controls, of ta form an opinion
o the effectiveness of the Company's
corporata governance procedures of fis
risk and cortrol procedures
Basis of audit opinion
We conducted cur audt in accordance
with auditing standards issued by the
Auditing Practices Board. An audit
includes examination, on a test basis, of

evidence relevant o the amounts and
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disciosures in ihe financial statemaents and
the auditable part of the Dircctors’
remuneration repcrt. It alsa includes an
asscssmoarit of the significant estimates
and judgements made by the Directors in
the preparation of the financial
suatements, and of whether the
accounung policics are appropriate ta the
Company's creumsiances, consistently
appliet and adequately disclosed.

We planned and porformed our audit
s0 &5 (o obtain all the information and
cxplanations which we considered
necessary in order to provide us with
sufficient evidence to give reasonable
gssurance that the firgncial statemernts
and the auditable part of the Directors'
remuneration repart are free from maternial
misstatement, wheother caused by fraud ar
other iregularity or error. In forming our
opinion we: also evaluated the overall
adaequacy of the presentation of
information in the financial statcments
Opinion
In our opinion: the financial statcments
give a truc and far view of the state of
affairs of the Company at
30 June 2003 and of its total return and
cash flows for the year then ended, the
financial statements have been property
prepared in accordance with the
Companics Act 1985, and those paits of
the Directors’ remuncration report reguired
by Part 3 of Schedule 7A 1o the
Companics Act 1985 have been properly
prepared in accorcance with the

}q%panm Act 1985,
[ r{wm\wﬂm;m L.Lf’
PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors

London
4 September 2003



Statement of Total Return

Revenue Notes
Capital Notes

o

Bl

1318

{incorporating the Revenue Account)” 2003 2002
for the year ended 30 June Revenue Capital Total Revenue  Capital Total

£'000s  £'000s  £'000s £'000s  E£Q00s  £000s
Losses on investments - (8,632) (8,632 - {10,837) {10,837
Exchange losses on currency balances - (2) (2 - (83) (83)
[ncome 526 - 526 537 - 537
Management fee (430) - (430) (B30} - (630
Loss on warrants purchased for cancellation - - - - {837) {837)
Other expenses (164) 6) (170) (153 {4) (157
Net return before finance costs and taxation (68) (8,640) (8,708) (246) (11.7G61) (12,007
Interest payable and simiar charges - - - - - -
Return on ordinary activities before taxation (68) (8,640) (8.708) (246) (11.761) {12,007
Taxation on ordinary activities (75) - (75} (76} - {78}
Return attributable to equity shareholders (143) (8,640) (8,783) (322) (171.781) (12,083
Dividends on erdinary shares (equity) - - - - _ -
Amount transferred from reserves (143) (8,640) (8,783) (322} (11,761 (12,083
Return per ordinary share - pence (0.49) {2962} (30.11) 0.99) (35.98) (3697
Return per ordinary share (diluted) - pence - - - f t f
" The revenue column of the statement is the profit and loss account of the Company
1 Thereis no dilution (see nate 7).

All revenue and capital items in the above staternent derive from continuing uperations.
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Balance Sheet

Notes

at 30 June
2003 2002
£000s £'000s £000s £'000s
Fixed Assets
? Listed investments §2,135 73,336
Current assets
s Debtors 20 262
Taxation recoverable - 1
Cash at bank and short-term depasts 1,295 1,384
1,315 1.647
Current liabilities
10 Creditors: amounts falling due within cne year (185) (393)
Net current assets 1,130 1.254
Net assets 53,265 74,590
Capital and reserves
17 Called up equity share capitat 6,656 8,211
12 Capital redemption reserve 6,696 4.507
14 Share premium 2,468 565
15 Non-distributable reserve 841
18 Warrant reserve - B41
1 Special reserve 11.009 26,088
15 Capital reserves 27,133 35,773
12 Revenue reserve {1,538) (1,395)
46,609 66,379
19 Total shareholders’ funds - equity 53,265 74,520
70 Net asset value per ordinary share:
Basic - pence 200.06 22770
Diluted - pence 200.06 218.38

Approved by the Board on 4 Seplember 2003 and signed on its behalf by:

Gorden Grender

[ (Tend<]
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Cash Flow Statement

Notes

7

for the year ended 30 June

2003 2002
£'000s £'000s £000s £000s
Operating activities
Investment income received 508 517
Interest received 27 31
Fee paid to the management company (472) (654)
Cash paid 1o and on behall of Directors (28) (56)
Other cash payments {86) (116)
Net cash outflow from operating activities (51 (278)
Taxation
UK tax received - 4
Overseas tax paid (76} (77)
Total tax paid {76) {73)
Financial investment
Purchases of investmenis (14,131 (22,270}
Sales of investments 26,721 24.067
Warrants purchased for cancelation - (1,277
Cther capital expenses and cradits 9 (4)
Net cash inflow from financial investment 12,581 516
Net cash inflow before use of liquid
resources and financing 12,454 165
Financing
Net cash inflow from conversion of warrants 2,538 370
Purchase of ordinary shares (15,079}
Net cash {outflow)/inflow from financing (12,547) 370
(Decrease)/increase in cash (87 535
Report and Accounts 2003 21
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Notes on the Accounts
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1 ACCOUNTING POLICIES

{a) Basis of accounting

The accounts have been prepared on the historical cost basis of
accounting, medified to include fixed assct investments al
valuation and in accordance with accouniing standards appicable
in the United Kingdom anad with the Statemen of Recommended
Practice "Financial Statements of Investment Trust Companics”
{SORP).

(b) Valuation of investments

As an investmaent trust, the Company treats all tansactions on the
rcalisation and the revaiuation of investments held as fixed asscts
as transactions on capital account. These items, whather profits
orlosses, are not part of and are nat refiected in the revenue
account but are charged or credited to capial reserves. Listed
investmoents are shown at micddle market value and unlisted
investments at Dircctars” valuation.

(c) Foreign currency

Faraign currency assets and liabilties are expressed in Stening at
rates of exchange ruiing at the balance sheet date. Purchases
and sales of investment securities, dividends and interest Income
and expenses are transiated at rates of exchange pravailing on
the respective dates of such transactions. Exchange profits and
losses on currency balances arc charged or credited to capial
reserves except where they relate to revenue items.

{d) Income

Income from equity shares is brought intg account on the ox-
dividend date o, where no cx-dividend daters quoted, when the
Company's right Lo reccive payment is ostablished.

Where the Company has clected 1o receive its dividends in the
form of additional shares rather than in cash, the amount of the
cash dividend foregone is recognised as mcome. Any excess in
the value of the shares received over the amount of the cash
dividend foregonce is recognised in capitel reserve,

F&C US Smalier Companies PLC

(e) Expenses

Al cxpenses are accounted for on an accruals basis. Expenscs
arc charged through the revenue account cxcept those expenses
incidental to the acquisition or disposal of investments and
perfarmance-raiated management foes (caloulated under the
terms of the management agreement) which are charged through
capital resorves.

() Finance costs
Finence costs are accounted for on an accruals basis and are
charged through the revenue account

{g} Taxation
Deforred tax is provided on all tming differences that have
cniginated but rot reversed by the balance shect date other than
those differonces regarded as ponmanent Any fabiity to deferned
W@y is provided at the average rate of tax expected (o apply.
Deforrea tax assets and liabilitios are not discounted to reflect the
time value of money Deforred tax assets arc only recognisad o
the cxtont that they are regarded as recoverable.
{h) Capital reserves

Capital reserve - realised

The following are actounted for in tnis Toserve:
- gains and osses on the realisation of investments
- reslised exchange differences of a capital nature
- iosses onwarrans purchased for cancellation

- costs of purchasing ordinary share capital (prior te
cstablishment of the special reserve),

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

Capital reserve ~ unrealised
The foliowing are aceounied for in this reserve:

- increases and decreases in the valuation of investments held
at the year end

- unrealised cxchange differences of a caoital rature




2 INCOME

2003 2002

£'000s £000s

Overseas dividends 499 509

Interest on cash and shori-term depaosits 27 28

Total income 526 537
3 MANAGEMENT FEE

2003 2002

£'000s £'000s

wanagement fed 430 B30

irrecoverable VAT thereon - -

430 B30

Under the terms of a managemant agrecment dated 11 February 1893, the Manager provides investment managernent and general
administrative services to the Company. for a quarterly managemert foc payable in arrears equal to 0 20% of the funds under
Mmanagemant,

The Manager is also ofigible for a performance-related management fee, charged through capital reserves, of 5% of any annual
outperformance by the not asset value (NAV) of “arget performance”. defined as a margin of 2% over the Russell 2000 Smalier
Companics Index {in both cases converted to sterling). If the NAY performance (adjusted to exciude the relevant performance-roiated
foa) exceeds the target, the performance-related fee is payable on the excess. If the NAV ungerperforms the Russel 2000 Smaller
Companics Index by 2% or more, the under-performance will be carricd forward ard no further performance-related fee will ba payable
until the NAV has both recovered the accumulated under-performance and exceeded the target performance for the year, The maximum
purformance-refaied fec whch may be payvable inrespect of any year is 0.7% of gross assals. No performance-related feeis payable in
respect of the year ended 30 June 2003 (2002 £ni)

The management agreement may be terminated upon one year's notice gven by either party.

4 OTHER EXPENSES

2003 2002
£°000s £000s

Diractors” emolurmnents: ' '
foes for sonvices Lo the Company (see note 5} 56 1
General cxpenscs 89 80

Auditors” remuneration:

for audi services 14 14
for aiher senvices 5 3
e T

The zuditors were also paid £10,000 in respect of sarvices relating to the Jender Offar (See note 17 Special Roserve)
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Notes on the Accounts
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5 DIRECTORS' REMUNERATION AND CONTRACTS

(8) Remuneration

The Cormparny had no empioyecs during the year.

The amounts paid by the Company to the Directors of the Comgary, which were for services as non-cxecutive directors and did not
include any payments or fights to pensions, are datailed in the Directors’ Remuncration Report ¢n page 17,

None of the Dircctors of the Company reccived any other remuncration from the Company.

{b) Directors’ interests in shares
The bencficial nterests of the Direglars inthe ardicary shares and warrants of the Company ware as folows
30 June 2003 30 June 2002

Ordinary Shares Ordinary Sharcs WWarrants
N M Bacnap 7 . ) 10“,-000 o D -
M P S Bartan 5,000 5,000 -
G D Grender 18,000 15,000 3.000
0+ Hurter 10,000 10.000 -

No Director heid any interest, bencficial or etherwise, in the 1ssued shares or warrants of the Company other than stated above.
Mr G D Grender exercised nis warrants on 30 November 2002

6 TAXATION ON ORDINARY ACTIVITIES

{a) Aralysis of tax charge for the year

2003 2002

£'000s £'000s

Eorporation tax a&)?(2&l?3%?&7—— T - T T

Overseas lax 75 76

a;ren\ tax charge on ordinary activitios (noic 6 (o)) T —'E ——ﬁ
{b) Factors affecting the current tax charge for the year

2003 2002

£'000s £000s

Iéss on ordinary actiwﬂacﬁforc tax ' ' - (68) o [246)

Return on ordinary_acm‘emﬂplicd by the standard ‘ratc of corparation tax in the UK of 30% (20) —_-‘(_7':}

Expenses not utiised in the current year 51 48

Income takable in different periods (9) 1

Withholding tax claimed as an expense - 25

Overseas tax writen off 53 7%

E:Jrrem tax charge for the year (noto 6 (a) ' T 75 )}?é

The deferred tax asset of £493.000 in respect of unutifsed expenses at 30 Junc 2003 (2002: £442,000} has nat been recogrised as it
15 unlikety that these expenses will be utised. Gains and losses on investments are nat Included within the above analysis as under the
provisions cf Sectian 842 of the Income and Corperation Taxes Act 1988 these items are not subject to corporation tax
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7 RETURN PER EQUITY SHARE

Revenue return
The revenue return por share 1S based on the revenuc return attributanle to equity shareholders of £143,000 loss (2002: £322,000 loss)

Capftai return

The capital return per share is based on the cagital relurn attibutable to equity sharcholders of £8,640.000 loss (2002: £11,761.000
loss).

Both the revenue and capital returns are based or a weighted average of ordinary shares in issue during the year of 29,168,023

(2002: 32,689,703).

The diluted returns per share have been calculated in accordance with FRST4, under which the Company's outstanding wairants arc
considered dilutive oniy if the exercise prica s fower than the average market price of the ordirary shares during the year. The dilution is
calculated by reference te the additional number of ordinary shares which warraiihoders wolld have received on exercise as compared
with the number of ordinary sharcs which the subscription proceeds would have purchased in the open market ("dilutive potential
shares”), as folows:

The warrants in issue were all oxorcised during the year There is therefore no dilution of total return as at 30 June 2003 and therc are no
futher potentially dilutive instruments in issuc.

2003 2002
YNnghted average number of ordinary shares in issue — for basic return calcu!a[ionsi‘—z?ﬁlﬁg,oﬁ 32688103
Diutive potential shares - 1,379,057
-Ve|ghtcd average numScr of orc]inary shares in issue — for diuted relurn calculations ) 425,%69,023‘4— 34;068,165

I the year ended 30 Junce 2002 the reported revenue and capital losses when divided by the weighted average number of ordinary
shares in issue for dilited return caiculations of 34,068,160, results in smalier losses per share than the Dasic return calculations and
hence there is no dilution of the basic returns.

8 LISTED INVESTMENTS

Totat
E'000s
Costat 1 July 2002 - 70.034
Unrealised appreciation at 1 July 2002 3.302
Va\uation at’ July?@? T 73.336
Movements in the year:
Purchascs at cost 13.958
Sales - proceads {26,527}
- realised losses on sales {5.837)
Decreasa in unrcalised appreciation (2801}
Valuation at 30 June 2003 T 52,135
Cost at 30 Junc 2003 - T mss
Unrealised depraciation at 30 Junc 2003 {370)
Valuation at 30 Junc 2003 T 52,135
(Lossesl/gains on investrments
2003 2002
E'000s £'000s
Realised (fosses)/gains based on historical cost {4,960) 8,686
Less: amounts recognised as unrealised in provious years 8711 (7.981)
Realised losses based on car&ng value at previous baiance sheet date ' o {5.831) {1.295)
Decreasc in urrealised appreciation {2,807} 19,542}
Eses on investments (8,632) ——(10,835)
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9 DEBTORS
2003 2002
£'000s £000s
Investment debtors - 195
Prepayments and accrued incomce 20 2
Orher debtors - 38
20 262
10 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
2003 2002
£'000s £:000s
Investment creditors 18 181
Taxation and social sccunty creditors 1 9
Accruals 166 193
185 343

11 INDUSTRIAL CLASSIFICATION: TOTAL ASSETS LESS CURRENT LIABILITIES

2003 2002
Total Total
% %

Equities . - o - -
Autos & Transportation 7.2 6.3
Consumer Discretionary 26.7 335
Firanciais 21.6 17.0
Healthcare 12.4 111
Matcrials & Processing 7.8 7.4
Other 1.9 v
Other Energy 5.8 69
Producer Quraties 7.2 53
Technalogy 5.1 40
Utilities 2.2 4.
Total equities - 97.9 @
Net current assets 2.1 1.7
Total assets less current liabilities 100.0 100.0

12 EQUITY SHARE CAPITAL

lssued, allotted

Autherised Nominal and paid up MNominal
Number £0003 Numbcer £000s
Ordinary shares of 25p each
Balance brought forward 75,000,000 18,750 32,844,340 g8.2Mm
Sharas issued on conversion of warants t - - 2,537,925 6834
Transferred ta capital redemption rescrve® - - (8,757,500) (2.189)
Balance carried forward 75,000,000 18,750 26,624,769 5,656

t 1,375,738 warrants were exercised on 30 November 2002, A further 1,162,197 warrants were exorcised by Law Depenture Trust
Corporation PLC, an appointed trustee, on 6 December 2002,

T 1.5897.000 ordinary sharcs were purchased at various dates prior to the Tendor Offer. A furthar 6,935,500 were purchased through
the Tender Offer on 6 Decemoer 2007 Subscquent to the Tender Offer & further 225,000 shares wore purchased.

F&C US Smalier Companies PLC




13 CAPITAL REDEMPTION RESERVE

2003 2002
£'000s £000s
Balance brought forward 4,507 4,507
Transferred from cquity share capital 2,189 -
Balance cariod forward 6,696 4,507
14 SHARE PREMIUM
2003 2002
£'000s £:000s
Balance brought forward 565 165
Received onissuc of 2,537,929 (2002: 370,338 ordinary shares on conversion of wararts 1,903 278
Transtered from warrant reserve on convarsion of warrants {(see note 16) - 12
Balanco carried fonwvard 2,468 565
15 NON-DISTRIBUTABLE RESERVE
2003 2002
£000s £°000s
Balance brought forward -
Transfered from warrant resarve 841
Balance carried forward 841
16 WARRANT RESERVE
2603 2002
£'000s £000s
Balance brought forward 841 1,403
Transforred to sharc premium on conversion of warants - 122
Warrants purchascd for cancellation - {440)
Transferred 1o non-distributable reserve (841) -
Balance carried farward - 841
17 SPECIAL RESERVE
2003 2002
£°000s £'000s
Batance braught forward 26,088 26,088
Cost of purchase of ordinary shares™ {15.079) -
Balance carricd forward 11,008 26.083

" Included within the cost of purchase of ordinary shares is £272,000 of professional fees relating 1o the Tender Offer. These costs
werc charged to the capital reserve in the company’s interim report but have now been shown as a charge on special reserve as
they represent an integral part of the cost of the Tender Offer. This has had no impact of the net asset value of the company.
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18 OTHER RESERVES

Capital reserve Capital reserve Capital reserves Revenue
- realised - unrealised wtal roserve
£000s £'000s £000s £'000s
Realised tossas an investments B {5,831 . - {5.831) i -
Transfers on disposal of investments 871 B71) -
Exchange losses oa currency balances (2) - 2) -
Other capital charges (6) - () -
Decrease in unrealised appreciation [2,80M) 2,807 -
Amount transferred from revenue reserve - - - {143)
T i o e 9581 - 6677 - mi’éﬁﬂ,oj e
Baance brought forward 32,473 3,302 35773 (1,395)
Saance caried forward 27.503 (370, 27,133 (1538)
19 RECONCILIATION OF MOVEMENTS IN EQUITY SHAREHOLDERS' FUNDS
2003 2002
£000s £060s
Revenue return on ordinary activitics after taxation (143) (322)
Capital return on ordinary actvities aftor taxation (8.640) (11.767%}
Net decreasc in equity shareholders’ funds (8,783) (312,083)
MNow shar capital subscribed on exercise of warmanrts 2,537 370
Cost of purchase of ordinary shares out of special resorve (15,079) -
Warrants purchased for cancellation - 1440)
Total equity sharcholders’ funds brought forward 74,590 86,743
Total cquity shareholders’ funds caried forward 53,265 MSWQ_O

20 NET ASSET VALUE PER ORDINARY SHARE

Net asset value per ordinary share is based on totat not assets of £53,265,000 [2002: £74,590,000 ) and on 26,624,769

(2002: 32.844 340) ordinary shares inissuc at 30 June 2003

There were no outstanding warrants at 30 June 2003 { 2002: 2,537.929) and no further dilutive ovents for the diluted net asscts per
share calculation. The diluted not asset values per ordinary share have been calculated in accordance with FRS14, under which the

Company’s outstanding warrants are considered diltive only i the exercise price is lower than the market price of the ordinary shares at
the year-end. The dilution is calculated by reference to the additonat number of crdinary shares which warrantholders would have
received on cxercise as comparcd with the number of ordinary shares which the subscription procecds would have purchased in the

open market (“dilutive potential shares™)

2003 2002
Ordinary shares in issuc al 30 June - for basic net assat vaiue calculations 26,624,769 | 32.844.340
Ditutive potential shares at 30 Junc - 1,311,876
Ordinary shares in issuc at 30 Junc - for diluted net assct value calcuiations 26,624,769 34,156.216
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21 RECONCILIATION OF REVENUE RETURN BEFORE FINANCE COSTS AND TAXATION TO NET CASH

OUTFLOW FROM OPERATING ACTIVITIES

2003 2002

£'000s FO00s

Net revenue roturn bofore finance costs and taxation (68) (246)

Decrease in accrucd income 9 11

Decrease/{increase) in other dobtors 46 (35)

Docrease in creditors (38) 8)

Mot cash outflow from opcrauuﬂg activities - (57) [278]
22 RECONCILIATION OF NET CASH FLOW MOVEMENT TO MOVEMENT IN NET FUNDS

2003 2007

£'000s £1000s

(Docroaselincreass in cagh T E&n 535

Movement resulting from cash flows (87 535

Exchange movement {2) (83)

Maverment in net funds ) (89) 452

Net funds brought forward 1,384 932

Net funds carried forward 1.295 1,384

Saance at Exchange Balance at

1 July 2002 Cash flow moverneant 30 June 2003

Reprasented by: £'000s £000s £'000s £°000s

Cash at bank 1384 ©7) 2 1,205
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23 FUND RISK PROFILE

The Campany's investment abjective is to achieve long-ierm capital growth by investing in a dwversified portfolio of quoted US smaler ang
medium-sized comparies. The portfolio hald throughout the yeer and i the year-end is in linc with the Company's investment objective.
During the yoar, Russell 2000 futures were purchased to enzble the Company t maintain its cxposure o equities ir a cost officient
manner whilst holding sufficiert cash balances to satisfy the reed of the Tender Offer. The Company has the power to take o Dot shot
and long-term porowings. Ne borrowings were entered into during the year.

In pursuing its investment obioctives, the Cormpany faces risks to both assets and rovenue. These risks, and the Directars” approach to
the managemant of the risks, which have boen applied consistently thraughout te current and preceding perioc, are set out on page 31

Financial Assets
The interast rate profilc of the Company's financial assols was

Floating rate  Financial assets Total

financial on which no financial

assets interest is paid assets

Currency: 30 dune 2003 £'000s £'000s £000s
Sterling 170 9 179
US dallars 1.125 52,146 53,271
1,295 52,155 53,450

Floating rate Financial assots Total

financia! on which no finarcal

asscls interost is paid 355015

Currency: 30 June 2002 £000s £000s £000s
Sterling 156 49 205
US dollars 1,228 73,550 74,778
1,384 73,599 74,983

The floating rate financial assats comprisc cash and bank balances that earn interest by reference to LUBOR or the forgign cquivalent

Financial Liahilities
Excluding short-term creditors, the Company had no financial habiities at 30 June 2003 (2002: £nil).

Net Monetary Assets
The profile of the Company’s net monctary asscts, by curency, was:

Sterling Uss Total
£000s £7000s £000s
30 June 2003 12 53,253 53,265
30 June 2002 4 74,586 74,590

Fair Value
The Directors are of the opinion that the financial assets and liabifities of the Company are stated at fair value in the balance sheet,
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Risk Management

Risk

23 RISK PROFILE OF FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

Management of Risk

Credit

Failure by counterparties to deliver securities
which the Company has paid for, or to pay for
securities which the Company has delivered.

Liquidity

Difficulty in realising assets or otherwise raising
funds to meet commitments associated with
financial instruments.

Market Price

The Company’s assets consist principally of
quoted equities, the values of which are
determined by market forces.

Currency

The majority of the Company's assets and
liabilities are denominated in currencies other
than sterling. As a result movements in
exchange rates may affect the sterling value of
the portfolic, cash, investment purchases and
sales and income.

All transactions are settled on the basis of delivery against payment.
Only approved counterparties are used.

The Company’s investments are principally quoted equities and are
readily realisable. The Company has the power to take out
borrowings, both short and long-term, and in addition has an
overdraft facility of £1 million.

The Board manages the market price risks inherent in the
Company's portfolio by ensuring full and timely access to relevant
information from the Manager. The Board meets regularly and at
each meeting reviews investment performance and financial results.
It monitors compliance with the Company's objectives and is directly
responsible for investment strategy, asset allocation and gearing.

Alltransactions in shares and securities are settled on the basis of
delivery versus payment, using approved counterparties. Income
denominated in foreign currencies is converted to sterfing on receipt.
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ASSETS
at 30 June
£'000s 1994 1995 1996t 1997t 19981 1999t 20001 2001t 200271 20031
Total assets less curent fiabilities
[excl, loansg) 50448 60,217 79282 BB3BE 107,800 115955 B0.946 86,743 74590 53,265
Prior charges (incl. loans) B B B B - - - - - -
Avallabie for ordinary shares 50,448 60,217 79.282 88,386 107.800 115855 80946 86743 74580 53,265
NET ASSET VALUE
at 30 Jure
1994 1995 1996t 1997t 1998t 19991 20001 20017 2002% 20031
NAY per share 100.7p 1200p  357.8p 1758p 2144p  23203p  2434p 267.17p 227.%0p  200.06p
NAY per share ~ fully diluted 100.6p 1167p  1483p  164.9p  2021p  217.8p  2284p 249.22p 218.38p -
NAY total return on 100p - 5 years [per AITC) 100.5p
MNAY total return on 100p - 10 years (per AITC) 209.8p
SHARE PRICE
at 30 June
1994 1995 19961 19971 1998 19991 20001 2001t 2002t 20031
Mid-market price per share 98.5p 106.5p 13650 137.5p  168.0p  1833p  200.0p 2225p 207.0p 192.0p
Discount/{premiurm) o NAY 2.1% 8.7% 80%  i66%  16.9%  158%  125%  10.7% 5.2% 4.0%
Share price High 119.0p 1095p 1365p 1550p 179.0p 189.5p  2158p  23245p  2540p 206.0p
Share price Low 970p 900p 3070p  1230p 1380p  119.0p  1840p  1925p  168Q0p 142.5p
Share price w1al return on 100p - 5 years {per AiITC) 114.4p
Share price total return on 100p - 10 years (per AITC) 196.9p
REVENUE
for the year ended 30 June
£'000 1994* 1995 1986t 1987t 19881 19991  2000f  20C1t 2002t 20031
Available for ordinary shares 89 18) 1197} 1103) (215) (2 319 (357 1322) {143)
Earnings per share 018p (00Zp 039p (027  (043)p 0.Q0p {088p (1.09p (0.99p (0.49p)
Dividends per share - - - - - - - - - -
PERFORMANCE
at 30 June
1993 1994 1985 18961 1997t 1998t 1989t 2000f 2001t 2002t 2003t
NAY per share” 100 104 124 164 182 222 239 252 277 235 207
Mid-market price per share” 100 102 110 142 143 174 190 207 231 214 199
Russgil 2000 Smaller
Companies Capital indox® 100 99 113 142 151 174 184 217 237 192 172
il 100 104 108 110 113 117 119 123 125 126 128

Stated i accordance with the Investment Trust SORP: carlir years have not been restated,

“Period from & March 1893 to 30 June 1984,
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COST OF RUNNING THE COMPANY
for the year-ended 30 June

% 1994 1995 19961 19971 1998t 1999t 2000t 20017 2002t 20031
Operaing costs as a percentage of:

Average not assets and average olal asseis . 2 2 H 1 1 1 i 1 1 1
NET LIQUIDITY

at 30 June

% 1994 1995 1996t 19971 1998t 1999t 2000t 2001t 2002t 20031
Net liquidity 1 4 0 3 2 7 3 1 2 2

T Staledin accordance with the Investment Trust SCRP: eariier years nave not been restated.
Perind from 8 March 1993 to 30 Junc 1984

Definitions
Prior charges

QOperating costs

Net liquidity

Total assets

NAV

RP!

Average net assets
NAY total return
Price total return
AITC

All preference shares, debentures, Ioans, overdrafts, elc . used for investrment purposes.

All costs charged to revenue and capital, including pertormance-refaled management fees but excluding related taxation
ralief, interest costs, taxation, the costs of purchase of share capital and warrants, and the costs of buying and selling of
Investments

Cash and fixed interest stocks, less prior charges at balance sheet vaiue, as a percertage of net assets.

Total assets less cument liabilities before deducting prior charges.

Nel asset value (assuming prior charges at the balance sheet value),

All-items Retail Price Index.

Average of net assets at end of each quarter.

Return on net assets per share assuming that all dividends paid to shareholders were reinvested.

Return to the investor on mid-markel prices assuming that all dividends received were reinvested.

Association of Investment Trust Companies.
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Net Asset Value and Share Price

The Company's net asset value (NAV} i3 released weekly,
on the working day following the calculation date (every
Wednesdayl, to the London Stock Exchanga.

The current share price of F&C US Smaller Cempanies
PLC is shown in the investrent trust section of the
stockmarket page in most leading newspapers, usually
under "F&C US Smir.

Performance Information

Infermation on the Company's performance is provided in
the interim and annual reports which aré sentio
shareholders in March and September respectively.

More up-to-date performance information is available
on the Internet at www.fandc.com (select your language
and profile, UK Private Investar, investment Trusts, US
Smaller Companies). This website pravides a monthly
update an the Company’'s largest holdings, along with
comments from the fund manager.

Association of Investment Trust Companies (AITC)
F&C US Smaller Companies PLC is a member of the
AITC, which publishes a monthly statistical information
service in respect of member companies. The publication
also has details of ISA, PEP and other investment plans
avaflable. For further details, please contact the AITC on
020 7282 5555, or visit the website: www itsonline.co.uk

F&C US Smaller Companies PLC

UK Capital Gains Tax (CGT)

An approved investment trust does not pay tax on capital
gains. UK resident individuals may realise net capital gains
of up to £7,900 in the tax year ended 5 April 2004 without
incurring any tax liability.

Up to April 1998, the cost of investrments for CGT
purposes was adjusted to allow for inflation between the
month of acquisition and the maonth of disposal of the
investments. For investments held at 6 April 1998 and
disposed of after that date, this indexatian allowance will
be computed for the period from the date of acquisition o
April 1958, with taper relief applying after April 1998. For
assets acquired on or after 6 April 1398, only taper relief
applies. The taper reduces the amount of chargeable gain
according to the number of complete years after 5 April
1988 for which the investment has been held




Notice is hereby given that the Tenth Annuat General
Meeting of F&C US Smaller Companies PLC will be held
al the registered office of the Company, [xchange House,
Primrose Street, London EC2 on 14 Novernber 2003 at
12.30 pm for the following purposes:
Ordinary Business:
1 Toreceive and adopt the Directors’ report and
accounts for the year ended 30 June 2003
2 To approve the Directors’ Remuneration Report.
3 Tore-elect Mr D H Hunter as a Directar
Special Business
4 Tore-appoint PricewaterhouseCoopers LLP as
auditors of the Company (having previously been
appointed by the Board o fill the vacancy arising by
reascn of the resignation of PricewaterhouseCoopars
and special notice having been received of the
intention 1o propose the resolution as an ordinary
resolution) and Lo autherise the Directors o determine
their remuneration.
5 To consider and, if thought fit, pass the following
resolution as a special resolution:
THAT
(a) the Directors be and they are hereby:
(1 generally and unconditonally autherised in
accordance with Section 80 of the
Companies Act 1985 (the "Act’] 1o exercise
all the powers of the Company to aliot
relevant securities {as defined in that section)
up to an aggregate nominal amount of
£332.809 dwing the period commencing on
the date of the passing of this resclution and
a¥piring at the conclusion of the Annual
General Meeting of the Company in 2004,
and
()  empowered, pursuant to section 95 of the
Act, 1o allot equity securities (within the
meaning of section 94 of the Act) pursuant
to the authority referred to in paragraph {a)()
cof this resclution as if section 89(1) of the Act
did not apply to any such allotment, but so
that this authority and power shall enable the
Company to make offers or agreements
which would or might require relevant

Notice of Annual General Meeting

securities or equity securities to be allotted
after the expiry of this authority and power
and notwithstanding such expiry the
Directors may allot relevant securities and/or
equity securities in pursuance of such offers
or agreements; and

(t)  al authorities and powers previously conferred
under section 80 or section 85 of the Act be and
they are hereby revoked, provided that such
revocation shall not have retrospective effect,

6 Toconsider and, if thought fit, pass the following
resolution as a special resolution:

THAT the Company be and is hereby generally and

unconditionally authorised in accordance with section

166 of the Companies Act 1985 (the "Act’) lo make

market purchases (within the meaning of section 163

of the Act) of ordinary shares of 25p each in the

capital of the Company {ordinary shares’) on such
terms and in such manner as the Directors may from
lime (o time determine, provided that

a) the maximum number of ordinary shares hereby
authorised to be purchased shall be 3,891,050,

b) the minimum price which may be paid for an
ordinary share is 25p;

c)  the maximum price which may be paid for an
ordinary share is an amount equal ta 105 per
cent of the average of the middle market
quotations for an ordinary share (as derived from
the London Stock Exchange Daily Official List) for
the five business days immediately preceding the
date on which the ordinary share is contracted to
be purchased;

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

e} the authority hereby conferred shail expire at the
conclusion of the Annual General Meeting of the
Company in 2004 or, if earlier, on the expiry of 15
months from the passing of this resolution, unless
such autherity is varied, revoked or renewed prior
to such time by the Company in general meeting

by special resolution; and
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fi  the Company may make a contract to purchase
ordinary shares under the authority hereby
conferred prior 10 the expiry of such authority
which will or may be completed or executed
wholly or partly after the expiry of such authority,

By order of the Board
F&C Management Limited
Secretary

18 September 2603
Registered Office:
Exchange House
Primrose Street

London EC2A 2NY

Location of Meeting

F&C US Smaller Companies PLC

Notes:

Pursuant to regulation 41 of the Uncentificated Securities Regulations 2001, anly
shareholders registered on the register of members of the Company at 12.30 prm on
12 Novernber 2003 shall be entitled to attend and vote at the meeting in respact of
tha shares registered in their name at that time. Changes to eniries on the regster af
members after 12,30 pm gn 12 Movember 2003 shall be disregarded in determining
the rights of any person to attend and vote at the Meeting.

If the: Meeting is adjourned to a time not mare than 48 hours after the time applicable
to the original Meeting, the above specified time will also apply for the purpose of
determining the entiliement of members to attend and vole {and for the purpose of
determining the number of votes they may cast) at the adjourned Meeting. If,
however, the Meeting is adjourned for a langer period then, la be so entitled,
members must be entered on the Company’s register of members at 11.00pm on
the day which is two days before the tine fixed for the adjourned Meeting, o, if the
Company gives notice of the adjourned Meeting, at any time specified on that notice

A member entitled 1o atiend and vote at the Mesting may appoint one or more
proxies ta attend and vole instead of him/her, A proxy need not be a member of the

Company.

To be valid, a form of proxy for use at the Meeting and the power of attomay of other
aulhority [if any) under which it is signed, or a notarially certified or office copy of such
power or authority, must be deposited with the Company's registrars,
Computershare Investor Services PLE. PO Box 1075, Bristol BS99 377, not loss
than 48 hours before the time appointed far holding the Meeting. In view af this
requirement, investors holding shares in the Company through the F&C Private
Investor, Pension Savings o Privata Equity Plans or i an FAC Individual Savings
Account should ensure thet forms of direction are returned 10 Computershare
Invester Services PLC nol later than 96 hours before the time appointed for holding

the Meeting.

The register of Direclors” holdings is available for inspection at the registered office of
the Company during nermal business hours on any weekday and will be available at
the place of the Meeting from 15 minutes prior to the commencement of the Meeling

until the conclusion thereaf
No Director has any contract of service with the Company.
Sharehalders shauld note that further details of the Annual General Meeting,

in¢luding an explanation of the special business proposed thereat, can be found in
the Repor of the Directors on pages 11 to 15 of these Report and Accourts



How to Invest in
F&C US Smaller Companies PLC

You can buy F&C US Smaller Companies shares using a
bank or stockbroker or through any of the Plans listed
below. All of the Plans have been set up to provide cost
effective and flexible ways 1o invest. Alternatively. on our
website we have a link to comdirect, Europe's biggest
stockbroker. If your preference is to purchase shares in
F&C US Smaller Companies directly through an online and
telephone dealing service then visit our website at

www fande.com/comdirect

Private Investor Plan (PIP)

It only costs 0.2% (plus 0.5% Government Stamp Duty) to
invast in F&C US Smaller Companies PLC via this simple
savings scheme and there are no angoing charges. You
can mnvest a lump sum or set up a Direct Debit to make
regular monthly payments from just £50 per month
Cividend reinvestment is also available,

Pension Savings Plan (PSP)

You can maximise your tax benefits and save for your
retirement using this low cost Plan, which includes a
Personal Pension and Free Standing AVC. Contributions
can be made via a lump sum or by Direct Debit. Now that
personal pensions are no longer restricted (o those with
earmings of their own, almost everyone under the age of 75
is eligible. This means that you can invest on behalf of non-
working spouses or partners and children.

Individual Savings Account (ISA)

You can invest up to £7,000 tax-free* in F&C's Maxi ISA, or
£3.000 in the Mini ISA either by completing an application
form or investing onling. Yol can make regular monthly
payments by Direct Debit and/or invest a lump sum.
Dividend reinvestment is also available.

Personal Equity Plan (PEP)

Although PEPs are no fonger available for new subscriptions
you can transfer investments from one manager to another,
subject 1o Inland Revenue requirements.

F&C's fixed rale charging structure pravides excellent value for
money as you pay one fixed annual management fee no matter
how many Investment Trust PEPs or ISAs you hold with F&C.

if you have trouble reading smaller print, please let us know
We can provide literature in alternative formats, for example,
large print of on audictape. Please call 0845 600 3030 for
more detalls.

For further details and application forms, please contact:
Investor Services on 0845 600 30 30 or

Broker Support on 0845 600 1868

(UK calls charged at the local rate)

Fax 020 7825 2108

You can also visit us on our website:

www.fande.com under Investment Trusts
If you wish to write to us, the address is:
Investor Services Team, F&C Management Limited,

Exchange House, Primrose Street, London EC2A 2NY

Or contact your Independent Financial Adviser

The information of this page has been issued and approved by FEC Management Limited. authorised and regulated by the Financial Services Authority.
Potential inveslors are reminded that the value of invesiments and the income from therm may go down as well as up and investors may not receive back
the full amount invested. Tax benefits may vary as a result of statutory changes and ther value wil depend on individual ercumstances

“Free of capital gains lax; income received has been Laxed at source.
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Registered Office:
Exchange House, Primrose Street, London EC2A 2NY

Tel: 020 7628 8000 Fax: 0207628 8188  Website: www.fandc.com Email: info@fandc.com

Registrars: Computershare Investor Services PLC, PO Box 435, Owen House, 8 Bankhead Crossway North, Edinburgh EH11 4BR
Tel: 08707020130 Fax: 08707036141  Website: www.computershare.com  Email: web.queries@computershare.co.uk



