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The objective of F&C US Smaller
Companies PLC is to achieve
long-term capital growth by
investing in a diversified portfolio
of quoted US smaller and
medium sized companies.




SUMMARY OF RESULTS

Attributable to 30 June 30 June %
equity shareholders 2004 2003 change
Net assets £64.76m £53.27m 21.59
Net assets per share 244.53p 200.06p 22.23
Russell 2000 Index

(sterling adjusted) 326.18 2711 20.05
Share price 216.50p 192.00p 12.76

Increase in net asset
value per share since
inception on 8 March 1993 153.29

Increase since 8 March 1993
in the Russell 2000 Index
(sterling adjusted} 106.84
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Charrman's Statement

| am pleased tc report a better performance far US equity
markets during the Company’s financial year. The net asset
value (NAV) per share of the Company rose 22.2% to
244.53p, compared to an increase of 20.0% in our
benchmark, the sterling-adjusted Russell 2000 Index.

Your Company's NAV performance has exceeded its
benchmark for the last four years and in ten of the eleven
years since formation in March 1993, Since then, the NAV
per share has risen by 153.3%, whereas the sterling-
adjusted Russell 2000 Index gained only 106.8%.

During the year under review the Russelt 2000 rose by
31.9%, in dollar terms, significantly better than the other
major indices such as the Standard & Foor's Composite
Index 500 and the more technology-orientated NASDAQ
Index. These increased in dollar terms by 17.1% and
26.2% respectively.

MARKET REVIEW

The recovery in the US economy became apparent a year
ago. The equity market has responded with a robust rise in
the first half of the Company’s financial year followed by a
more measured gain in the second half. This reflects the
shift in focus from economic recovery to concerns about
rising interest rates and energy prices. At the same time the
rally in technology shares faded.

The best performing areas within the Russell 2000 were
economically sensitive sectors, such as other {diversified
companies), other energy, producer durables and materials
and processing. The reasen for this seems to have been
surprisingly strong global growth and tightness in energy
markets. The laggards were utilities, technology and financials,
The latter have been affected by rising interest rates.

DISCOUNT AND BUYBACKS

The price of the shares rose by 12.8% to 216.5p over the
year. The discount to NAV per share widened during the
year from 4.0% to 11.5% and at 13 September 2004 was
13.1%. The average discount over the financial year was
9.4%.

The Company bought back shares during the year. There
were purchases of 140,000 shares at an average discount
of 12.6%.

The Beard will continue to apply its policy of buying back
shares at appropriate times with a view to limiting the
discount in the longer term to around 10%.
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OUTLOOK

Whilst we remain eptimistic on the future prospects for the
smaller company sector in the US, some caution may be
called for given prospects for rising interest rates and a
Presidential election. The Board believes that the
Company’s risk averse approach will continue to benefit
shareholders over the longer term.

AGM

The Annual General Meeting will be held on 27 October 2004
and | hope that you will attend. The meeting will be held in
the offices of F&C Management Limited at Exchange House,
Primrose Street, London EC2A 2NY. A map showing the
location is on an enclosed card. If you are going to attend,
would you please kindly return the reply card.

Gordon Grender
September 2004
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Manager's Review

It has been a more buoyant year for the US smaller
company sector. After last year's disappointing
performance, when small companies lagged large ones, this
year the situation was reversed and the sector led blue
chips. During the year, technology stocks at first dominated
the market but then suffered a set back and attention
switched tc companies with more stable growth
characteristics.

PERFORMANCE

Performance of the Company's portfelio was strong for the
financial year, exceeding the benchmark. Some of the largest
individual contributions ta performance came from the long
term helding SCP Pool, healthcare stocks such as
MeighborCare and Invitrogen, as well as recreational vehicle
(RV’) manufacturer Monaco Coach, and energy producer
Harvest Natural Resources. SCP Pool has continued to
deliver strong results and has been helped by better weather
this year. NeighborCare (institutional pharmacy), the new name
for Genesis HealthVentures folowing the spin out of its nursing
home business, rose after receiving an unsolicited bid from
Omnicare. Invitrogen was helped by a recovery in sentiment
towards hiotech-related companies. Monaco Coach benefited
from a recovery in sales of RVs at dealerships. Harvest Natural
Resources successfully disposed of its Russian assets and
was helped by growing production in Venezuela.

Not all was plain sailing and the performance of some
stocks was disappointing. The biggest negative impacts to
performance were from Insight Communications {cable
broadcaster), Pride International (oil driller) and Boston
Communications (telecommunications software provider).
Insight was hit by worries about competition from satellite
broadcasters. Our view is that this is overdone. Pride failed
to achieve expected asset sales and ran into problems with
certain rig manufacturing contracts. Management has been
replaced and we expect a
Communications was a big winner in the previous financial
year but subsequently ran into problems as customers

recovery. Boston

indicated they might reverse the outsourcing of services to
the company. We had already taken profits but sold the
remainder of the posttion.

The emphasis of the portfolio on the other energy sector,
which includes small exploration and production as well as
energy service companies, alsc benefited performance.

PORTFOLIO REVIEW
As the economy began to show clear signs of recovery in the
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second half of 2003, we changed the emphasis of the
portfolio’s strategy. We began to reduce cyclical stocks,
where valuations fully reflected the benefits of recovery, for
example, the exposure to the autos and transportation sector
was reduced and commodity-related stocks were sold. At
the same time we added to more defensive areas where we
expected growth to continue even if the economy slowed,
such as healthcare services. Separately as the other energy
sector sold off at the end of 2003, we increased the
portfolio’s weighting in this area. The reason is that we expect
persistent shortages of natural gas in the USA and of oil
globally. We hekd our underweight position in banks and real
estate investment trusts in anticipation of rising interest rates.

The portfolio’s emphasis on the consumer discretionary
sector and tilt away from technology stocks reflects the
Company's investment style, which focuses on companies
with a strong franchise, free cash flow and insider
ownership by management and whose shares are cheap.

In the autos and transportation secter we scld Monaco
Coach, a successful holding that had more than doubled in
price in the last three years. lt seemed fully valued with the
risk that the economy might decelerate. Similar reascning
led us to sel Freeport McMoran Copper and Gold, the
world's lowest cost copper producer. Although we had
bought it more recently, in 2002, its rapid rise as metals
prices rebounded, led us to take profits,

In the healthcare sector, we added further new holdings in
service companies. In particular we bought Lifepoint
Hospitals and Sunrise Senior Living. We like rural hospital
operators like Lifepoint because of the limited competition
and the potential to grow by improving acquired hospitals.
Sunrise plays to the growing demand from well-off retirees for
high quality accommodation. At the same time we reduced
exposure to biotech-related stocks, such as Invitrogen, which
had enjoyed a recovery in the last two years.

Another example of a more defensive purchase has been in
real estate within the materials and processing sector. We
bought the St Joe Company, a residential real estate
developer, whose key asset is the ownership of a huge tract
of undevelopad land in NW Florida, the last part of the State
with significant waterside development possibilities. The
stock lagged the market for much of 2003, giving us the
opportunity to buy it.

Our positive outlook on energy prices led us to buy
Evergreen Natural Resources, a leader in developing
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unconventional gas supplies based on coal bed methane,
and also to add to several other existing holdings. Our
confidence in Evergreen was reinforced when it received a
bid from Pioneer Natural Resources.

Other examples of new haldings are Checkers Drive-In
Restaurants and LKQ Corporation. Checkers is a quick
service restaurant that is being helped by the less
aggressive pricing stance taken by the large burger chains.
This followed public concern abeut the role of fast food in
the growth of obesity in the USA. Its use of a double drive-in
gives it a cost advantage as well as improving the free cash
flow of the business. LKQ is a distributor that focuses on
recycling original equipment car parts. There is growing
demand for these from insurance companies needing to
reduce the claims costs and LKQ is the only national ptayer.
The business is especially attractive because of its good
cash flow.

We scld several longer-term holdings where recent
developments had given us concerns for the future.
Examples included Bisys Group (a provider of back office
services for financial institutions), Emmis Communications {(a
radio and TV broadcaster), SPX Corp (a diversified
manufacturer) and Waddell & Reed {(an investment
management company). Bisys' strategy of buying insurance
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brokers did not seem to be working; Emmis showed signs
of wishing to make further acquisitions rather than reduce
debt; we were concerned about heavy selling of SPX’s
shares by insiders; and Waddell & Reed appeared to be
struggling to counter industry competition, All four stocks
went on to under-perform the market following our sale.

OUTLOOK

Whereas a year ago the direction of the US smaller
company sector seemed comparatively easy to call at a
time when the economy was accelerating, the immediate
outlook is less clear. Concerns include rising interest rates,
high energy prices and the influence of the Presidential
Election. Despite this the longer-term outlook appears
brighter. There seems to be a good chance that this cycle of
tightening by the Federal Reserve will not lead to a
recession soon. Furthermore, following a long period during
the 1980s and 1990s when large companies led the
market, we believe that smaller companies are more likely to
lead the market in the future.

Robert Siddles
September 2004
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Twenty Largest Equity Holdings

at 30 June 2004

This Last Company Value % of total
Year Year Description £'000s investments
i (1 Kirby 2,039 3.2

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 fitle new competition,

2 2 Cousins Properties 2,017 3.2
This Atlanta-based real estate investment trust operates 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.

3 (3) SCP Pool 1,948 3.1

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

4 {4 BankUnited Financial 1,548 2.4
This Florida-tzased 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.

5 (5)  Fred's 1,473 23
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.

6 {99 Community Health Systems 1,411 2.2

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

7 (6) Republic Services 1,404 2.2
Republic Services provides solid waste collaction and disposal services. It concentrates on markets
where it can win long-term centracts, It has a strong emphasis on generating free cash fiow.

8 (100 Roper Industries 1,368 2.1
Roper is a manufacturer of niche products in industrial controls, fluid handling and analyticat
instrument markets. These niches typically experience limited competition. it uses its free cash flow
to make bolt-on acquisitions in similar areas.

9 (7} American Capital Strategies 1,221 1.9
This is a business development company specialising in private mezzanine lending. It takes equity
positions in the companies it lends to. High returns are available in the private debt market. It is
structured as a registered investment company and pays cut its earnings as a large dividend.

10 (17) Pride International 1,205 19

Pride International is a leading offshore driller. New management should strengthen the balance
sheel and improve operations to benefit from better energy markets.

5

—
F&C US Smallar Companies PLC
Report and Accounts 2004




This Last Company Value
Year Year Descripticn £°000s
11 (14 Harte-Hanks 1,197

12

13

14

15

16

17

18

19

20

)

(19)

The company is the leader in direct marketing, an area with good growth prospects. Its streng
halance sheet is an advantage as new growth opportunities often come from acquisitions,

Renal Care Group 1,152
Renal Care speciafises in providing kidney dialysis sefvices in out-patient centres. Kidney disease

can result from conditions such as diabetes and high blood pressure. This is & growing market and

the company achieves some of the hest clinical results in the industry.

Iron Mountain 1,143
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 regulations or potential litigation. It has

made several acquisitions in Europe which should be a fruitful area for expansion

Airgas 1,138
A leading distributor of packaged gases in the US. It is a rental business with a high rate of

customer retention and good cash flow.

Genesis Healthcare 1,132

An East Coast based regional nursing home previder. Following its spin out from NeighborCare,
management have been able to focus on improving operations.

Jones Lang LaSalle 1,091

This is a major global real estate service company, based in Chicago. It should benefit from growth
in Asia and a recovery in the US commercial real estate market.

LKQ Corporation 1.071
The company specialises in the recycling of original equipment manufacturers’ car parts. It will be

helped by industry consolidation and pressure from insurance companies to use more recycled

parts for repairs.

Harvest Natural Resources 1,052

This Houston-based energy company excels in operating in countries which are politically difficult
but cructal to the oil market, such as Venezuela and Russia. it exploits under-developed ofl and gas
fields, which means that exploration risks are low.

Martin Marietta Materials 1,045
A leading aggregate preducer in North America. This is a local business that enjoys good pricing

flexibility and produces strong cash flow,

Michaels Stores 1,038

The leading US retailer of arts and crafts. It is an attractive market segment because of its resilience
to the economic cycle and good growth that is driven by demographic change.

The value of the twenty largest equity holdings represents 41.8% (June 2003: 46.4%) of the Company’s total investments.
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st of Investments

30 June 2004 30 June 2004
Value Value
Listed Investments Holding  £'000s  Listed Investments Heolding  £'000s
AUTOS & TRANSPORTATION Prime Medical Services 88,200 386
Genesee & Wyoming 60,000 784  Renal Care Group 63,075 1,152
Kirby 95,050 2,039 SRI/Surgical Express 126,950 490
2,823 Sunrise Senicr Living 40,460 873
8,655
CONSUMER DISCRETIONARY
Checkers Drive-In Restaurant 141,800 890 MATERIALS & PROCESSING
Cox Radio 'A' 51,490 493 Airgas 86,310 1,138
Fred's 120,950 1,473 Martin Marietta Materials 42,770 1,045
Furniture Brands International 71,430 987 Mueller Industries 38,500 760
Harte-Hanks 88,950 1.197 Shaw Group 89,970 503
Insight Communications 179,370 916  The St Joe Company 44,220 968
Iron Mountain 42,935 1,143 4,414
Lamar Advertising "A’ 38,850 931
Laureate Education 47,390 999
Lithia Motors 'A' 72,880 gog ~ OTHER ENERGY
LKQ Corporation 104,381 1,071 Evergreen Reso_urces 39,350 877
Michaels Stores 34220 1,038 [ MC Technologies 41,900 665
Regis 30,180 742 Forest O!E 55,150 831
Republic Services 88,000 1404  Grant Prideco 22.870 233
SCP Pool 78.500 1,948 ngvest Natur_a.' Resources 128,020 1,052
Sonic Automotive 66,180 208 Pride international 127,740 1,205
SOURCECORP 55,670 845 4,863
Vail Resorts 97,200 1,027
18,908 PRODUCER DURABLES
Actuant ‘A’ 43,190 929
FINANCIALS Andrew 56,780 626
Allied Capital 75,000 1.010 Dupoqt Photomasks 61,600 691
American Capital Strategies 79,000 1,227  Goodich 55,350 987
Apollo Investment 124,300 g4g  Roperindustries 43600 1.368
Arthur J Galiagher & Co 41,000 688 4,601
BankUnited Financiat 108,800 1,548
CapitalSource 70,020 944 TECHNOLOGY
CNA surety ) 137.310 829 Cherokee International 11,400 72
Cousins Properties 11,000 2017 concord Communications 75,580 474
HCC Insurance Holdings 33,000 608 MAPICS 106,960 623
Jones Lang LaSalle 73,010 1,091 Mentor Graphics 102.500 874
Mgrcantl[e Bankshares 29,840 770 Reynolds & Reynolds 54,670 697
Micland 57160 934 gymantec 35,980 860
NDCHealth 66,760 854
ProAssurance 42,880 806 3,609
Saxon Capital 67,960 856
15,124 UTILITIES
Price Communications 103,986 846
HEALTHCARE 846
Community Health Systems 93,440 1,411 TOTAL INVESTMENTS 63,843
Genesis Healthcare 70,650 1,132
Harvard Bioscience 202,790 501
Inv[trogen 22,440 391 The total number of companies in the portiolic is 68 [2003: 68).
Lifepoint Hospitals 40,000 821
Neighborcare 57,765 998
—
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Directors

GORDON GRENDER CHAIRMAN

A Director of the Company since its inception in 1893, he
became Chairman in October 1998. 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 inceptions in 1983, 1985, 1995 and 1998 and is a
director of GAM International Management Limited. Age 60.

NORMAN BACHOP

He was with Mercury Assel Management PLC and its
oredecessor companies for 30 years, 21 of which were
spent managing US equities. He was appointed to the
Board in February 1999. Age 57.

PETER BARTON

Appointed to the Board in February 1998. He is a solicitor,
investment banker and a Deputy Lieutenant of Greater
London. He has many years experience in the finance
sector including nine years with Lehman Brothers
International and four years with Robert Fleming & Co
Limited following a career of over 20 years as a corporate
lawyer. He is deputy chairman of Alliance & Leicester PLC,
chairman of Howard de Walden Estates Limited and vice-
chairman of the Guinness Trust Group. Age 67.

DAVID HUNTER SEN!OR INDEPENDENT DIRECTOR

He has worked in the City for more than 45 years. He is
also a director of NCL Investments Limited, Aurora
Investment Trust PLC, Bermuda Capital Limited and Mid
Ocean World Investments. He joined the Board in April
1994. Age 68.

All the Directors are Members of the Audit Commitlee
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Management
and Advisers

ROBERT SIDDLES
Responsible for the US portfolio. He joined F&C in 2001,

SIMON CORDERY

Investor Relations Manager responsible for marketing F&C US
Smaller Companies to private client stockbrokers. He joined
F&C in 1993 and took up his present position in 2C00.

ROBERT DOWDALL
Group Finarce Director of F&C since 1990. He is
respensible for all the financial information reported by F&C
LS Smaller Companies.

CAMERON FLEMING

Group Director of Audit & Risk at F&C since 2000, He is
responsible for the Internal Audit and Operational Risk
departments and the provision of the Internal Corporate
Governance Report frem F&C to F&C US Smaller
Companies.

ROWAN HOSTLER

Caries out the company secretariai duties of the Company
an behalf of F&C Management Limited. She joined the
Group in 1992.

NICK PITT-LEWIS

Group Director of Legal and Compliance at F&C since
1992. He is responsible for ensuring that F&C complies
with its regulatory responsibilities to investors and others,

JEREMY TIGUE

Director and Head of Investment Trusts. He joined F&C in
1881 and has been manager of Foreign & Colonial
Investment Trust since 1997 and is also a director of the
Association of Investment Trust Companias,
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INVESTMENT MANAGER, SECRETARY AND
REGISTERED OFFICE:
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SOLICITORS:
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Report o the Directors

STATUS OF COMPANY

The Company carries on the business of an investment
trust and has conducted its affairs during the year under
review, and subsequently, so as to qualify as such under the
provisions of Section 842 of the Income and Corparation
Taxes Act 1988. The fast accounting period for which the
Company has been treated as approved by the Inland
Revenue was the year ended 30 June 2003. This approval
is subject to there being no subsequent enquiry under
Corporation Tax Self-Assessment. In the opinion of the
Directors, the Company has subsequently conducted its
affairs so as to enable it to continue to obtain Section 842
approval.

The Company is an investment company as defined by
Section 266 of the Companies Act 1985,

The Company's shares are eligible for inclusion in an
Individual Savings Account {'ISA’Y and are also eligible as an
investment for Private Equity Plan (PEP') transfers.

Note 1 to the accounts contains full detaiis of the
accounting policies adopted.

GOING CONCERN

The Directors believe that it is appropriate to continue to
adopt the going concern basis in preparing the accounts as
the Company has adequate resources to continue in
operation for the foreseeable future and its assets consist
mainly of securities that are readily realisable.

INVESTMENT POLICY

The Company's investment chjective is to achieve long-
term capital growth by investing in a diversified portfolio of
quoted US smaller and medium sized companies and there
will be no material change to investment policy without prior
shareholder approval.

Further to the announcement made on 15 October 2003 in
accordance with the publication of the Investment Entities
{Listing Rules and Conduct of Business) Instrument 2003,
the Directors confirm that the Company's policy is to invest
in a diversified portfolio of quoted US smaller and medium
sized companies.

REVIEW OF THE BUSINESS

A review of the Company's activities is given in the
Chairman’s Statement on page 2 and in the Manager's
Review on pages 3 and 4.
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DIVIDENDS
No dividend is recommended for payment on the ordinary
shares.

CAPITAL

At the Annual General Meeting held on 14 November 2003
shareholders renewed the Board's authority to buy back up
to 3,991,050 of the Company's ordinary shares for
cancellation. During the year under review 140,000 shares
were purchased for cancellation at prices ranging from 209p
to 211p per share. Since the year end, the Company has
purchased a further 525,000 ordinary shares for cancellation
at prices ranging from 192p to 198p per share.

DURATION OF THE COMPANY

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

SUBSTANTIAL SHARE INTERESTS

As at 14 September 2004 the Company had received
notification of the following holdings of more than 3% of its
ordinary share capital:

Ordinary shares

of 25p each %

Close Wealth Management Limited 1,307,208 4.9

F&C Management Limited 3,029,208 1.7
(including Foreign & Colonial

Investment Trust PLC 2,968,169 .4

DIRECTORS

The Directors are listed on page 8 and all held office
tnroughout the year under review. It is the Company's
policy for all the Directors to stand for re-election annually.

Each Director has signed a latter of appointment setting out
the terms of his engagement as a non-executive Director.
Neo Director has a service contract with the Company. The
Beard continues to believe that each of the Directors provides
a relevant and significant contiibution and brings a wealth of
knowledge and experience to the Board, and the re-election
of each of them is recommended to shareholders,

Details of the Directors’ shareholdings in the Company and
their interests in contracts and agreements to which the
Company is a party are contained in note 5 of the accounts.
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DIRECTORS' REMUNERATION
The Company has no employees or executive directors and
therefore does not have a Remuneration Committee.

The Directors’ Remuneration Report on page 17 and note 5
to the accounts provide detailed information on the
remuneration arrangements for the Directors, Shareholders
will be asked to approve the Directors’ Remuneration
Report at the Annuat General Meeting {Resolution 2. The
Directors' remuneration is not conditional upen the passing
of the Resolution.

MANAGEMENT

Note 3 to the accounts provides details of the Company's
Management Agreement with F&C Management Limited
(the '"Manager’). The Manager provides investment
management, marketing, company secretarial, financial and
general administrative services to the Company for a
quarterly management fee, payable in arrears, equal to
0.20% of the funds under management. In addition the
Manager is eligible for a performance-related fee, charged
through capital reserves, of 5% of any annual
cutperformance by the net asset value of "target
performance” as defined in note 3 to the accounts. Either
party may terminate the management agreement upon one
year's notice.

The Directors review the activities and performance of the
Manager on an ongoing basis. In addition, the Audit and
Management Engagement Committee ("Audit Committee”)
carries out a thorough formal annual review of the
Manager's investment strategy, process, risk controls,
resources and performance. Such a review was carried out
in respect of the year under review. The Audit Committee
reviewed the Company's investment record over short and
long-term periods, taking into account both the net asset
value and the share price, as well as the performance and
competence of the Manager, both as a management
company and with regard to Mr Siddles as the nominated
manager. The Audit Committee reported that it was
satisfied with the past performance and with the way the
Company was currently being managed. Based on this
recommendation, it is the Board’'s opinion that the
continuing appointment of F&C Management Limited as
Manager on the agreed terms Is in the best interest of
sharehclders as a whole.

POLICY ON PAYMENTS TO SUPPLIERS
The Company's principal supplier, the Manager, is paid
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monthly in arrears, in accordance with the terms of the
Management Agreement. Other suppliers are paid in
accordance with individual payment terms agreed with each
As at 30 June 2004 the Company's outstanding
trade creditors were equivalent to 2 days payments to
suppliers.

supplier.

RISK CONTROL

A summary of risk control measures taken by the Board is
set out in the Corporate Governance section on pages 15
and 16. By means of procedures set out in the summary,
and in accordance with the “Internal Control: Guidance for
Directors on the Combined Code” published by the Working
Party for the Institute of Chartered Accountants in England
and Wales, the Beard has established an ongoing process
for identifying, evaluating and managing the significant risks
faced by the Company and has regularly reviewed the
effectiveness of the internal control systems for the period.
This process has been in place throughout the year under
review and to the date hereof and wili continue to be
regularly reviewed by the Board going forward.

AUDITORS

PricewaterhouseCoopers LLP have indicated their
willingness to continue in office and a resolution tc re-
appoeint them and to authorise the Directors to determine
their remuneration will be proposed at the Annuai General
Meeting.

INVESTOR RELATIONS

Commurications with sharehoiders are given a high priority.
In addition to the information provided in the annual and
interim accounts, updated information is available on the
F&C website at www.fandc.com. Regular dialogue is
maintained with the Company's institutional investors and,
at the Annual General Meeting, all investors have the
opportunity to question the Chairman and the Board.

SPECIAL BUSINESS AT THE ANNUAL GENERAL
MEETING

Shareholders will find the Notice of the Annual Generat
Meeting of the Company to be held at Exchange House,
Primrose Street, London EC4A 2NY con Wednesday
27 October 2004 on pages 33 and 34. In addition to the
ordinary business of the meeting, two resolutions
(numbered 8 and 9} will be proposed as special business.

AUTHORITY TO ALLOT SHARES (RESOLUTION 8)
Resolution 8 is similar in content to the authorities given to

I
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the Directors at previous Annual General Meetings. By law,
Directors are not permitted to allot new shares {or to grant
rights over shares} unfess autherised 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 to their holdings.
Resolution 8 gives the Directors, for the period until the
conclusion of the Annual General Meeting in 2005, the
necessary authority to allot securities up to an aggregate
nominal amount of £324,497, which is equivalent to
approximately 5% of the issued share capital of the
Company at the date of this report, and empowers the
Directors to allot such securities for cash otherwise than to
existing shareholders on a pro-rata basis. This authority 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 arise to the
advantage of the Company.

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

Linder no circumstances would the Directors use the authority
and pawer to dilute the interests of existing shareholders by
issuing shares at a price which is less than the net asset value
attributable to the shares at the time of issue.

AUTHORITY FOR THE COMPANY TO PURCHASE
ITS OWN SHARES (RESOLUTION 9)

At the Annual General Meeting held on 14 November 2003
the Company was authorised to purchase up to 3,991,050 of
its own ordinary shares (representing approximately 14.99% of
the then issued ordinary share capital) in the market at a
minimum price of 25p per share and a maximum price per
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share of not more than 5% above the average of the middle
market quotations for an ordinary