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The objective of the Company is lo invest in the
stockmarkets of the Asia—Pacific region [excluding
Jopan) in order 1o achieve capilal growth.

We are prepared to move freely between the
markets of the region os opportunities for growih
vary. Our portialio consists enfirely of quoted
securifies.

As an invesiment frust company we offer long term
professional investment management for individuais
and instifutions, freedom from capital gains fax on
profits realised within the parfiolio, the use of gearing
fo moximise oppenunities for capiral growth, low
costs and simple dealing arrangements.

Pacific Horizon is managed by Baillie Gifford & Co.
The management contract can be ferminated at
twelve months’ notice.

The Baillie Gifford Investment Trust Share Plan has
been estoblished for the investiment trusts managed
by Bailie Gifford & Co. The plan enables current
shareholders and ofhers 1o invest in Pacific Horizon
by making occasional payments {minimum £250), or
regulor payments [minimum £30 per month), or by
reinvesting dividends.

An individual Savings Account {15A) has been
inttaduced fo replace PEFs as the new taxdres
vehicle for personal investment,

The Baillie Gifford Investment Trust I1SA offers @
choice of a Maxi or Mini ISA in the stocks and
shares component of an ISA, allowing current

shoreholders and others 1o invest up to a maximum
of £5,000 per arnum [£7,000 in 1999,/2000) for
o Maxj 1SA ond £3,000 per conum for a Mini ISA.

Unlike PEPs, 1SAs are not subject fo the restrictive
stipulation that qualifying funds must have 50% of
their assets within the European Union. lavestars may
choose to invest in up to any two of the six trusts
curently managed by Baillie Gifferd.

It is only possible to subscribe to one Moxi ISA or
one stocks and shares component Mini ISA during
one tax year. if you dlready subscribe to an ISA on
a continuing bosis [i.e. the arangement is carried
forward from one tax year to the nex), please note
this restriction.

Since & April 1999 invesfors cannot make further
subscriptions to a PEP but they can continue to hold
their PEP outside on 15A and benefit from the same
tax concessions that apply fo 1SAs.

Details of the Share Plan and ISA may be
obtained by completing the reply paid card or by
contactiig :

Baillie Gifford Savings Manogement Limited
1 Rutland Court

Edinburgh EH3 BEY

Telephone: 0800 917 2112

Email: trustenquiries@bailliegifford.co.vk
Website : www.bailliegiford.co.uk

Baillie Giffard Savings Management limited is
reguioied by IMRO.
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Directors

Michael Hamilton, the Chairmon, is aged 73, He is
a former senior partner of Taylor joynson Garrett,
solicitars, ond former chairman of Clerical, Medical
and Gerneral lile Assurance Society. He was
appointed a Director of the Compony in 1992 and
Chairman in 1993,

Peter Griffiths, aged 66, was invesiment manager to
the Pilkington Pension Funds and is a director of
Hambsos Smaller Asion Companies Trust PLC and
INVESCO Enterprise Trust plc. He was appointed o
Director of the Company in 1989

Graham McCallum CBE, agad 73, was formery an
execuiive direclor of John Swire & Sons tid in londen,
and is a director of The Baillie Giford Japan Trust
PLC. He was oppoinled o Director of the Company in
1692,

Douglas McDougall, aged 55, is a former senior
partner of Baillie Gifford & Co. He is chairman of the
Invesimen! Management Regulatory Organisation and
a former choirman of the Association of Investment
Trust Companies. He is choirman of Foreign &
Colanial Euretrust PLC and a directer of The Scoffish
Investment Trust PLC, Law Debeniure Corporalion ple
and other companies. He was appointed a Director
of the Company in 1992

DIRECTORS AND MANAGEMENT

Managers and Secretaries

The firm of Baillie Giflord & Co was formed in 1927
oul of the legal firm Baillie & Gifford, WS, which had
been invelved in investment management since 1908,
It is an independent investment management firm
based in Edinburgh, with 19 parners and a staff of
around 250

Baillie Gifford & Co manages 5 other fisted
invesiment trust companies and a broad range of
open ended invesimenl companies [OEICs) and unit
trusts. The firm alse manages investment ponfolios for
pension funds, charities and other institutiona! clients.
Incloded in these ore international funds managed on
behalt of Jopanese and American clients. Funds under
the management of Baillie Gifford & Co are ovar

£17 hillion.

The firm of Baillie Gifford & Co is regulated by
IMRO.

Michael Hamilton

Chairman
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Performance

During the Company's year there were large rises
in stockmarkets throughout the Asia-Pacific region
and most of the region’s currencies sirengthened
aguainst sterling. The net asset valve per share rose
by 54.7%, compared with a rise of 82.6% in the
MSCI All Countries Far East ex Jopan Free Index
in sterling terms. The beginning of the Company's
year came close o the inflexion point in markets;
during the previous year our defensive stance had
served us well and for the two years to 31 July
1999 our net asset value per share fell by 25.5%
compared to a decline of 20.7% in the index.
Over the course of last year the portfolio was
moved 1o a more fully invested position.

All of last year's under performance occurred in
the first half of the Company's year and
performance in the second half was slightly better
than that of the underlying markets. The
Managers’ Report on pages 10 to 14 conlains o
more deloiled expionation together with the
peformance of the principal markets in which the
Company is invested and the Managers’

comments on them.

Mainly as a result of the nonrecurrence of large
special dividends paid by some of our investments
in the previous year and a lower weighting in
high yielding shares in Hong Kong, the
Company's net revenue for the year under review
fell by 74% compared with the previous year and
eamings per share were 0.29p compared with
1.12p. The Board is recommending o dividend of
0.20p, down from 0.90p for the previous year.

Qutlook

The percentage moves in Far Eastern markets over
the Company's year have been large, but these
have 1o be seen in the context of the falls seen
the previous year. For the MSCI All Counlries Far
East ex Japan Free Index in sterling terms, the rise
of 82.6% followed a fall of 61.5% and this
therefore left it at the end of July 1999 il 20.7%
below the level at which it stcod at the end of
July 1997, As these figures show, there is still a
lat of lost ground to be made up in these markets,

but with economies in a number of countries, most
notably Korea, recovering more ropidly than had
been generclly expected only a few months ago,
and with significant progress being made in
comecling the macroeconomic imbalances that
contributed o the crisis of the last few years,
some of the conditions for & sustained recovery
are in place. If company managers and bankers
have learned from the mistckes of the recent past
and the restiucluring moves now underway
conlinue even as external pressure is reduced by
the improving economic background, then the
stage is set for a sustainable improvement in the
profitability of companies and increased retums to
shareholders. While the future is, of course,
uncerain, we believe that there is encugh
evidence of this for cautious optimism. This is
reflected in our use of short ferm tactical
borrowing in order to enable the Managers to
make new invesiments without having first fo sell
hoidings that they believe are undervalued.

AITC Publicity Campaign

The AITC [the Assaciation of Investment Trust
Companies|, of which the Company is a member,
is undertaking a publicity compaign to promete
the case for investing in investment trusts. The
Board has cgreed that the Company should
contribute to the cost on the basis of a formula
recommended by the AITC.

Share Plan, PEPs and ISAs

The Company patficipales in the Baillie Gifford
Investment Trust Share Plan. Further details are on
page 2 of this repon together with details about
the ISA that replaced the PEP Scheme, which is
no longer open 1o new investors as o result of
lagislative changes.

AUl anc //M L.

Michae! Hamilton
12 September 199



RECORD OF REVENUE AND CAPITAL

CAPITAL
Diluted
Equity Net asset net asset
Total sharehclders’ value per value per
assets§ Bank loans funds ordincry share | ordinary share®
£'000 £'000 £:000 p P
19901 17,680 - 17,680 43.26 43.26
1991 14,518 - 14,518 35.52 35.52
1992 10,736 - 10,736 26.26 26.26
1993 17,073 - 17,073 41.75 41.75
1994 20,300 - 20,300 49.65 49.65
1995 19,565 - 19,565 47 .84 47.84
1996 40,266 - 40,266 51.07 51.07
1997 46,886 - 46,886 59.47 59.479
1998 22,591 - 22,591 28.65 28.65
1999 38,124 3,170 34,954 44.33 44.33
REVENUE
Available Earnings per Dividend per
Period to for ordinary ordinory ordinory
37 July Gross revenue shareholders share net share net
£000 £00C P
19901 424 s 0.77 -
1991 361 29 0.07 0.729
1992 277 97 0.24 0.140
1993 341 ag 0.09 -
1994 437 107 0.26 : 0.110
1995 524 202 0.49 0.350
1996 817 349 0.67 0.300
1997 1,098 398 0.51 0.350
1998 1,629 888 1.12 0.900
1999 738 228 0.29 0.200

Notes: § Total assets comprise net assets before deduction of bank loans.

* The diluted net asset value per ordinary share figures have been caleulated in accordance with FRS 14
’Egmings per share’, The calculation determines the potential number of dilutive shares which would be
issued on the exercise of warrants by reference to the share price (fair value) ot the year end. The exercise
of the cutstanding warrants weuld not have resulted in a dilution of the net asset value per ordinary share
in any of the years under review.

9 The diluted net asset valve at 31 July 1997 has been restated with the adoption of FRS 14. The previously
reported diluted net asset value of 58.89p was calculated on the assumption that the warrants in issue were
fully exercised at the year end at 56p each resulting in shares being issued at a price less than the
prevailing net asset value.

t Figures as restated in the 1991 Annual Report and Accounts owing to a change in aecounting policy.

t The calculation of earnings per share is based on the net revenue from ordinary activities after taxation and
the weighted average number of ordinary shares (see note 8, page 29). There was no dilution of earnings
per share in any of the years 1990 to 1999,

PACIFIC HORIZAON INVISTMOINT TRLST PLC ‘ 5



LIST OF INVESTMENTS AS AT 31 JULY 1999

HONG KONG AND CHINA
ABC Communications
Cable & Wireless HKT
Cheung Kong
China.com
City Telecom
Guangdong Kelon
Henderson Land Development
HKCB Bank

T Hon Kwok Land
HSBC Holdings
Legend
Liu Chong Hing Bank
Ng Fung Hong
Shui On Construction and Materials
SmarTone Telecommunications
Sun Hung Kai Properties

SINGAPORE

Datacraft Asia
Matsteel Electronics
§0OCBC
Pacific Infernet
Robinson & Company
§Singapore Airlines
Singapore Press
Venture Manufacturing
Wing Tai

KOREA

Comtec Systems
Dae Duck Electronics
Dongwon Securities
Kookmin Bank
Korea Electric Power
Pohang fron & Steel
Sam Hwa Electric
Samsung Corp.
Somsung Electronics
Tae Young
Youngone

PATWAN

Accten Technology

Cathay Life Insurance
China Development Ind. Bark
Compal Elecironics

Hon Hai Precision Industnes
Llee Chi Enterprises

Taiwan Secom

Taiwan Semiconducior

Test Rite

United Micro Electronics

Paging
Telecommunications
Property developer
Internet services company

International telecommunication services

White goods manufacturer in China
Property developer

Banking

Commercial property investment

Banking

Computer manufacturer and distributor

Banking

Hong Kong and Chinese food distributor

Construction company
Mobile telecommunications
Property developer

Systems integrator
Electronics manufacturer
Banking

Internet service provider
Retail

Airline

Newspaper publisher
Electronics manufacturer
Property developer

Networking equipment infegrator
Printed circuit board manufacturer
Securities brokerage

Banking

Electric wiility

Steel manufacturer

Elecirical copacitors

Construction and retailing
Semiconductors and electrical goods
Construction and breadcasting
Sportswear subcontractor

Metworking equipment manufacturer
Insurance

Banking

Notebook PC producer

Electrical connectors

Bicycle parts manufacturer

Security company

Integrated circuit manufacturer
Trading agent and retailer
Integrated circuit manufacturer

410

394
513
417
728
814
@51
1,636
853
345
7,089

360
330
327
532
255
253
281
307
327
222
3,194

27.9

19.7

18.6

8.4



LIST OF INVESTMENTS

Market value

Name Business £000 %
AMALAYSIA
Gamude Civil engineering 313
Malayan Banking Banking 340
RHB Capital Banking 287
Rothmans [Maloysia) Tobacco company 765
Star Publication Newspaper publisher 300
Telekom Malaysic Telecommunications 262
Tenaga Nasional Electric utility 273
2,540 6.7
OTHER COUNTRIES
THAILAND
Bongkok Insurance Insurance 52
I Golden Lland Property developer 813
£1Siam Commercial Bank Banking 494 .
1,359 3.6
PHILIPPINES
1 RFM Corporation Food manufacturer 308
SPI Technologies Data conversion services 4600
908 24
INDONESTA
Tetekomuntkasi Indonesia Telecommunications 270
Unilever Indonesia Consumer products 606
876 23
UNITED KINGDOM
Aberdeen New Dawn Investment trust 87
Edinburgh Dragon Trust Investment tryst 538
Fidelity Asian Values Investment trust 503
Fleming Asicn Investment trust 625
Heming Chinese Investment trust 279
INVESCO Asia Trust Investment trust 578
Pacific Assets Trust tnvestment trust 525
3,135 8.2
Value of equity stocks 35,309
Convertible loan stocks having an element of equity 577
Warranis having an element of equity 977
TOTAL EQUITY INVESTMENTS 36,863
Preference stocks 406
TOTAL INVESTMENTS 37,269 7.8
B NET LIQUID ASSETS 855 2.2
TOTAL ASSETS AT MARKET VALUE 38,124 100.0

(before deduction of bank loan)

t denotes holding in convertible loon stock
1 denotes holding portly or wholly in preference stock
§ denotes holding partly o wholly in warrants
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Clossification

Hong Kong

and China Singapore

/
o

fo

Korea
Y]
L

CLASSIFICATION OF INVESTMENTS

Other

Taiwen  Malaysio countries

Qs
7o

as
0

ars
o

EQUITIES [including convertible and preference stocks)

GENERAL INDUSTRIALS 1.8 7.9 13.1 2.7 0.8 - 263 17.4
Construction and building materials 1.8 - 47 - - - 6.5 0.7
Forestry and paper - - - - - - - 1.4
Steel and other metals - - 19 - - - 1.9 -
Electronic and electrical equipment - 79 6.5 2.0 - - 16.4 i5.3
Engineering ond machinery - - - 07 0.8 - 1.5 -

I: CONSUMER GOODS 1.5 - - 2. 2.4 59 107
. Housshold goods and textiles 1.5 - - - - - 1.5 1.4
Food producers and processors - - - - - 0.8 0.8 1.2
Hedalth - - - - - - - 3.2
Personal care and household products - - - - - 1.6 1.6 0.9
Tobacco - - - - 2.0 - 20 4.0

SERVICES AND UTILITIES 9.9 .6 3.1 39 2.2 2.3 31.0 207
Distributors 1.0 - - - - - 1.0 -
Retailers - 2.0 0.9 0.9 - - 38 4.0
Media - 56 - - 0.8 - 6.4 2.2
Support services - - - 0.7 - - 0.7 -
Information technology hardware 0.9 - 1.1 2.3 - - 43 -
Software and computer services 2.4 0.3 - - - 1.6 4.3 1.8
Transport - 1.7 - - - - 17 -
Telecommunication services 5.6 - - - 07 07 70 8.4
Elecricity - - 1.1 - .7 - 1.8 4.3

FINANCIALS 147 22 2.4 H 1.7 3.6 264 30.5
Banks 48 0.5 1.4 09 1.7 1.3 10.6 6.6
Insurance - - 09 - 0.2 1.1 0.2
Speciality and other finance - - 1.0 - - - 1.0 -
Real estate 99 1.7 - - - 2.1 13.7 237

INVESTMENT COMPANIES - - - - - 8.2 8.2 5.0
Investment trusts - - - - - 8.2 8.2 5.0

TOTAL EQUITIES 279 197 18.4 8.4 6.7 16.5 97 .8

(including convertible and preference stocks}

Total equities - 1998 445 9.8 77 5.1 4.0 13.2 843

(including convertible and preference stocks

UET LIQUID ASSETS - 0.6 - 0.5 ~ i 27 157

TOTAL ASSETS 279 203 18.6 8.9 6.7 17.6 100.0

{before deduction of bank loan)

Total assets — 1998 44.5 9.8 7.7 6.6 4.0 27 .4 100.0

L BANKLOAN: - o T B (-2 S ¢ 1) R

FQUITY SHAREHOIDERS FUNDS 27 203 18.6 8.9 6.7 23 217

Equity shareholkders’ funds — 1998 44.5 9.8 7.7 6.6 4.0 274 100.0

Number of equify investments 16 9 11 10 7 i4 67 45

[including convertible and preference stocks)

tBank loan comprises US dollors and Jopenese yen drawings.



% of total osserst Indices % change

3V July 1992 31 July 1998 in sterling terms

Hong Kong 24.1 40.7 +67.5
Ching 38 38 +56.6
Singapore 19.7 Q8 +113.4
Korea 18.6 7.7 +191.6
Taiwan 84 5.1 +4.4
Malaysia 6.7 4.0 +110.2
Thailand 3.6 0.2 +80.¢
Philippines 24 57 +60.9
Indonesia 2.3 2.3 +1471
Other* 8.2 5.0 -

Net liquid assels 22 15.7 -

PACIFIC HORIZON INVESTMENT TRUST (INAVY) +54.7
MSC1 All Countries Far East ex Japan free Index +82.6

*Closed end funds investing in more than one country in the Asia-Pacific region (excluding Japan.
1Tolol assets comprise net assels before deduetion of bank loans.

The twelve menths from the end of July 1998 to
the end of July 1999 tumed out to be a very
good one for share prices and currencies across
the: region with the exception of Taiwan. But it
began badly with share prices, and 1o a lesser
exient cunencies, confinuing the fumble that had
seen MSCI All Couniries Far East ex Japan Free
Index lose &1.5% of its value in sterling terms over
the previous twelve month peried. In August 1998
the default by Russia on its debts caused
speculators who had invested in the Russicn debt
market with borowed money to sell other assets
in order to repay lenders who had become
unwilling to extend furher credit to them. The
forced unwinding of large speculative positicns
moved asset prices in unexpected direclions and
with @ lack of investors or speculators willing or
able to buy where others needed to sell or sell
where athers needed to buy, frading in some
major asset classes more or less dried up. |
thesefore became impossible for very Jorge
speculalive positions fo be closed out and the
knock-on effect on the balance sheets of banks,
who were exposed not just as lenders but also in
many cases as counterparties to the speculators in
their frades, threclened a general contraction in
credit with serious consequences for the global
econamy. I was cgainsi this bockground that the

infervention by the Hang Kong government in the
stockmarket referred 1o below took place. At the
fime it appeared to most oulside cbservers,
ourselves included, to be an act of folly on the
govemnmeni’s part and an opportunity on out part
fo sell at arificially high prices and so avoid «
loss when prices inevitably comecled in line with
moves in markets elsewhere.

The tuming point was reached in late Seplember
when a large American investment furd of the
type refetred to s ‘hedge funds’ called Long Term
Capital Management reached the brink of
collapse with debts so large and positions in
certain then illiquid markets of such massive size
that the US authorities viewed its collapse as too
dameging to the American financial sysiem fo be
allowed 10 happen. A bailout was hastily
arranged by the US Federal Reserve Board and
Ametican interesl rates were cut three times in
succession, including on emergency rate cus
between regular meetings, in order 1o offset the
damaging effecis of the crisis on the US banking
syslem and corporate debt markets. Forlunately the
US authorities were successful but it was not until
July 1999 that they felt it was safe partially to
reverse the inlerest rate culs made in the auiumn

of 1998.



The effect of these moves on Asian markets was
dramatic. As markefs started fo funclion again the
speculative positions that could not previously be
unwound were reversed. One of these was the so-
called 'yencarry trade” which involved borrowing
in yen al very low interest rates in order to finance
investments with higher expected returns in other
currencies. implicit in the reasoning behind the yen-
corry trade was the belief that the yen would not
appreciate against other currencies such as the US
dollar. If undenaken in sufficient size such a trade
appears io be selHulfilling as the borrowed yen
ore immediately sold for dollars or other currencies
in which the ofher side of the trade is denominated
and this selling lends 1o depress the value of the
yen expressed in the currency for which it is
exchanged. Conversely when the position is
unwound the borrowing has to be repoid in yen
and so yen are purchased in exchange for the
currency in which the other side of the irode was
selled, which pushes up the value of the yen. The
impact of the closing out of yencarry rades was
therelore o dramatic rise in the value of the ven
against most other currencies. The greatest
beneficiary of this was Korea, as explained below.

The yencarry trade is but one example of o trade

sun Hung Kar Properiies’ Grand Lentury Place i Mongkak

MANAGERS' PORTFOLIO REVIEW »

involving faking a ‘short” position. In this case the
shon position consists of an obligalion 1o repay a
loan in yen without an offselting position in yen
denominaled assets, bul o short posifion can be
token in any currency, in a market index, through
the futures markets, or in an individual security,
through borrowing the stock and selling i ~ which
creates an obligotion to refum a stock that you
don't own. The seemingly intractable problems of
Asian eccoromies had encouraged the iaking of
very large speculative short positions in the
region’s currencies, market indices and individual
stocks, which were naturally greatest in those in
the worst condition. The unwinding of those
positions involved buying those ossels where
speculalors were short in order to close out the
positions, which tended 1o push up the prices of
Asian assets overall but with a bias to those in
couniries with the biggest problems and
companies closest lo bankruptey. Our porfolic
was ill-positioned to benefit from such a rebound
owing to the relatively high proportion in liquid
ossets and bonds at the stert of the period and
the concentration within the portfolio on
companies in a sound financial condition and
couniries with the best balanced economies and
strongest financial systems.

AR T T AW AT A B
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ARC's Quicksifver™ pager provides real-lime finaneial information
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This upheavol in finonciol markets has hod largely
benign effects in the countries of the AsiaPacilic
region. The mos! significan! of these is thot the
reversal of positions removed the downward
pressure on currencies. This allowed countries
across the region lo lower their inferest rates and
therefore permitted the adoption of contracyclical
monetory and fiscal policies which had been
previously precluded by the need 1o stabilise their
currencies. This would have happened anyway ot
some point but it was brought forward by these
events in internationot currency markets and the
inevitable economic upswing has almost cerainly
occurred earlier than it would otherwise have done.
The impact on stockmarkets has been dromatic.
Asian countries have olways had high savings rates
and there was thus a large amount of domestic
savings that could switch from high yielding bank
accounts to equity investments as inferest rates came
down. We were surprised how quickly investors
who hod lost almost all the money they hod
previously invested in the stockmarket returned to the
market as interest rates came down. |t has been
mainly domestic investors who have pushed markets
higher alter the initial moves caused by the
unwinding of short positions.

We believe that the suslainability of the rally in
slockmorkets from this point depends crucialiy on
the exlent 1o which policy makers, company
monagers, bankers and others have leamed hom
their past errors and the amaunt of reform and
teslructuring that confinues 1o toke ploce as
sxiemal pressures abate, The piclure is mixed, bul
el there ore grounds {or couhous ophimism

Hong Kong and China

While the confraction in the economy of 5.1% in
calendar year 1998 was by no means the worst
performance in o regional context, Hong Kong
has lagged behind most of its Asian neighbours in
recovering, and its contraction in the lirst quarter
of 1999 of 3.4% compared lo the corresponding
period in 1998 compares unfavourably with
growth of 1.2% in Singapore let alone Korea
which grew at 4.6%. There ore a number of
reasons for this but the most impodant are slowing
growth in China and high real interest rates as
relative price adjustment takes place through
defiation rather thar devaluation. The government

_intervened in the stockmarket in August 1998,

buying HK$118bn [nearly £10bn) worth of
shares in what turned out to be a successful effont
Io beat off speculators who had been profiting
from talls in share prices triggered by their short
sales of Hong Kong dollar.

Chinese ecoromic statistics are generally trealed
wilh some scepticism, but whether or not the
economy of the mainland actually grew by 7.8% in

1998 and by 7. 1% in the second quatter of 1999



compared to the same periad in 1998, there seems
fitfle doubt that activity has slowed as stimulus
provided by increased infrastruciure spending wears
olf. The focus of policy has apparently shified
towards a greater reliance on monetary stimulation
and this has renewed concams chout the
devaluation of the Chinese currency.

We reduced our weighting in Hong Kong by
selling into the governmenl intervention mentioned
above. While we have confidence in the long
term attractions of Heong Kong comparies and
would expect at some point to have a larger
weighting in this market there have been a greater
number of attractive allermatives elsewhere during
the last year than in previous vears.

Singapore

On the technical definition of o recession as two
conseculive quarters of economic contraction
Singapore experienced a recession in 1998 bul for
the year as a whole the economy grew by 1.5%
and as noted above growth resumed in the first
quarter of 1999 Growth in the second quarfes
accelerated lo over 6% as the knock-on effects of
recovery elsewhere combined with sfrength in
demand for electronic products made in Singapore.
Despite being one of the least affected by the
regionol crisis Singopore 15, olong with Koreq, in
the forefront of those making structural changes to
improve ihe efficiency of its banking system and

MANAGERS' PORTFOLIO REVIEW »

make companies more responsive to outsice
shareholders. These factors have helped to moke
Singapore a more atiractive equity market and this
is reflected in our increased weighling.

Korea

Korec has experienced a drematic reversal of
fortune and while the economy contracted by 5.8%
in 1998 it is on course to make back all of that los!
ground in 1999, The strengthening of the yen ol the
end of 1998 greatly assisted Korean exponers
whose compelitors are mainly Jopanese and the
reduction in interest rates seen across the region
hod the greatest impact or Korean componies
because in aggregate they were the most heavily
indebted. While we had a reasonable weighting in
Korea at the end of Seplember when the sharp
rebound starled we were invested in companies
with sound finances and so did noi bengfif to the
same exlent as the overall market fom the
improvement in the external environment. The
government of D) Kim has continued o force
through reforms despite the upturn in the economy
and while there have been setbacks as well we
continue to lind Korea one of the mosl atiractive
oreas for invesiment. One of the main risks would
be a renewed weakening of the yen.

R N L N N A R e
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Taiwan

The Taiwonese economy has managed fo grow at
a good pace throughout the Asian crisis and in
1998 it grew at a rate of 4.8%. There have been
some concerns during the year that the central bank
waos of times operating oo tight a monetary policy
but this is not the reasen for the relatively poor
showing of the equity market. This can be attributed
1o renewed tensions between Taiwan and
Mainland Ching. These tensions are likely to persist
ahead of presidential elections in March 2000 but
such episodes con offer aractive opportunifies in
Taiwanese equities for long term investors.

Malaysia

Malaysia infroduced capital contrals in September
1998 and when taken in conjunction with the
somelimes bizarre utlerances of the country’s Prime
Minister concerning the causes of his counfry’s
problems there was every reason to fear the worst.,
In faet Malaysia seems 1o have made good use of
the breathing spece provided by its isolation to
pursue a fairly orthodox set of policies to address
the weaknesses of its financial system and the
capital conirols were modilied in February 1996
We had only one helding in Malaysia af the time
capilal conirols were imposed and we have wised
our weighting in thal market during the year. We
have applied ¢ discount to the value of our
Malaysian holdings in line with the discount used
by MSCI, which al the end of July 1999 was 15%.

Thailand

Thailand has made some progress at last in
reforming its bankruptcy lows and we increased
our position in the Thai marke! during the year in
what we view as attractive special situations.
However, the economy contracled by 9.4% in
1998 and it is far from clear that Thailond is
undergoing a sustainable recovery.

Philippines

The economy coniracted by 0.5% in 1998 ond
should grow in 1999 but less rapidly than maost
other countries in the region. We have only a
smadll stake in the Philippines.

indonesia

Alfter o decline in steding terms of 87% in the year
to July 1998 same sort of bounce in the
Indcnesian market appecred likely in the year 1o
July 1999 but 141% looks overdone even though
this only takes the Indonesian market back to 31%
of its value two years ago n sterling terms. With
70% of all loans nonperforming, endemic
conuption and political instability Indenesia is an
extremely risky place to invest and prudence
dictates onby a small exposure,



AR R AR IR (il MM&«- E AR

EEAAHW O F [NVESTMEN

TWENTY LARGEST EQUITY HOLDINGS

Business Market value £000 % of total assets

Singapore Press Newspaper publisher 2,123 5.6
Samsung Electonics Semiconductors and electrical goods 1,636 4.3
Sun Hung Kai Properties Property developer S 1,476 3.9
Natsteel Electronics . Electronics manufacturer 1,302 3.4
Cheung Kong o Property developer 1,271 3.3
Samsung Corp. Construction and refailing 951 25
China.com © Internet services company o 8946 2.4
Datacraft Asia Systems integrator T - 882 2.3
Tae Young Construction and broodccsfiném S 853 2.3
Venture Manufacturing "~ Electronics manufacturer 832 2.2
Sam Hwa Electric o Elecirical capacitors 7 7 - 814 2.1
Golden Land o Property developer o 813 2.1
Robinson & Company Retail S 782 2.1
SmarTone Telecommunications  Mobile telecommunications 771 20
Rothmans [Malaysia) Tobacco company 765 2.0
Pohang Iron & Steel Steel manufacturer 728 1.9
tiv Chong Hing Bank Banking 725 1.9
Shui On Construction and Materials  Construction company 689 1.8
Wing Tai Property developer 657 1.7
Singapore Airlines Airline 651 1.7

o 19,617 51.5

A review of the Company's ten largest invesimenis as at 31 July 1999 is given below and on the following
wo pages.

Singapore Press Holdings

SPH has an effective monopoly over newspaper television company. These businesses are
publishing in Singopore, which allows the becoming increasingly valuable as penetralion
company to generate high returns on capital and rates rise and as high speed access to the

strong cash flow. The company is benefiting from Internet, vio cable, becomes increasingly likely.

a sfrong rebound in adveitising growth as the

economy recovers. |t also has investments n Country Singapore
Singapore's no 2 provider of mobile Volugtion £2,123,000
telecommunications and Singapore’s only cable % of total assets 56

<
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Samsung Electronics

Sarnsung Electronics operates globally competitive
businesses in semiconductor DRAMs, CDMA
telecommunications equipment and consumer
electronics. It has leading edge semiconductor
technology which will be a distinct advaniage as
the cycle starts 1o turn. Its CDMA systems and
handsets hold half of the domestic market, and it
has begun to receive significant export orders. As

Sun Hung Kai Properties

Sun Hung Kai Properties is Hong Kong's largest
property developer and landlord. Now that
property prices and inferest rates have fallen
considerably, demand for residential property is
clearly recovering. SHKP's strong balance sheet,
ond its ability to raise low cost funding, places it

Natsteel Electronics

Natsteel Electronics is the world's fifih largest
elecironics contract manufacturer. Original
equipment manufacturers, faced with increasing
competition and shorer product life cycles, are
increasingly outsourcing production in order to
focus on areas of core competence. The rapid
growth within the contract monufaciuring industry

Cheung Kong

Cheung Kong is one of Hong Kong's largest and
best cwn residential property developers. It is also
the major shareholder in Hutchison Whampoa,
Hong Kong's leading conglomerate whaose
primary businesses include ports,
telecommunications, property and retail, This
leaves Cheung Kong idedlly placed 1o benefit

Samsung Corp.

Samsung Corp. is the quasiparent of the Samsung
Group and its "General Trading Company”. The
company is festruciuring to focus on construction,
retailing and ecommerce. The labour force was
reduced from 10,000 in 1997 1o 5,700 in
1998 and georing cut from 338% 1o 206%. It
has formed o joint venture with Tesco 1o wn its

Samsung's involvement with Samsung Mators is
now in the past, we hope that the company will
be encouraged by its foreign shareholders and
directors to focus on shareholder value.

Country Korea
Valuation £1,636,000
% of total assets 4.3

in o good position fo acquire a cheap landbank,
thus ensuring healthy margins in the future.

Counlry Hong Kong
Valuation £1,476,000
% of tolal cssets 39

is particuiarly beneficial to companies, like
Natsteel Electronics, which have global
manufaciuring capability.

Country Singapore
Valuation £1,302,000
% of total ossets 3.4

from the expected uptumn in the Hong Kong
economy.

Country Hong Kong
Valuation £1,271,000
% of totat assets 3.3

discount store business and is in discussions with
AQOL and Amazon 1o develop ils ecommerce
strategy.

Caountry Korea
Valuation £951,000
% of tolal assets 2.5



China.com

China.com is an Infernet Poral company
operdting in three Chinese language locations:
Mainland China, Hong Kong and Taiwan. in
addition to operaling its portals it helps companies
to design web sites and sells advertising on
Internet sites acrass the wider AsiaPacific region.
lts backers include leading US Internet companies

Datacraft Asia

Dalacraft Asia is Asia’s leading provider of
systems inlegration solutions for data and
communicalion networks. As a result of this
position it is a long term beneficiary of ongoing
deregulation, new technology deveiopment and
Internet growth throughout alt its core markets.

Tae Young Corp.

Tae Young is a civil engineer specialising in water
freatment and sewerage systems thot caters
primarily lo the central and provincial

govermnments. The bankruptey of a number of its
competitors has led to an increase in the size of
the order book and should lead to an
improvemenl in margins. Tae Young also owns
30% of Seoul Broadcasting System, one of the
leading players in the broadcasling induslry.

Venture Manufacturing

Venlure Manufaciuring is one of the world’s
largest electronic coniract manufaciurers with
operations throughout Asia. The outsourcing trend
amongst OFMs remains strong as these
companies sirive for greater operational
efficiencies. Venture Manufacturing, which
confinves 1o be successful in winning new

REVIEW OF INVESTMENTS

and the Chinese siate news agency and the
internet market is expanding rapidly in the areas
in which it operates.

Country China
Valualion £896,000
% of tolal assets 2.4
Country Singapore
Voluation £882,000
% of total assets 2.3
Although SBS suffered from the downturn in
advedising duing 1998, the cutlock is
encouraging given the prospects for a sharp
rebound in sales.

Couniry Korea
Valuation £853,000
% of total assels 2.3

customers, will be a major beneficiary of this

trend.

Country
Valuation
% of total assets

Singapore
£832,000
22
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The Directors have pleasure in submiting their Aanual Report together with the resulls of the Company for the yeor to
31 July 1999.

Review of Activities

Duing the year under review the Company has followed the nomnal activities of an invesiment irusi company. A review of
the main features of the year is contained in the Chairman's Statement and in the Managers’ Porifolic Review and the Review
of Invesiments on the preceding pages.

Dividend
The: Board recommends ¢ final dividend of 0.20p per ordinary share.

IF approved, the recommended final dividend on the ordinory shares will be paid on 29 Cciober 1999 Io shareholders on
the register at the close of business on 8 Ocicber 1999.

Affer poyment of the dividend the cccumulated revenue balance is increased by £70,000 1o £728,000.

Status

The Company has received approval os an Investment Trusl from the Inland Revenue in respect of the year o 31 july 19098
and hos subsequently directed its affairs so as fo enable il to centinue fo seek such approval.

The Company is an invesiment company within the meaning of seclion 266 of the Companies Act 1985,

Corporate Governance

The Commitiee on Corporate Geovernance published its report on the principles of good govemarce and code of best
praclice {'the Combined Code'l in June 1998

The Board has considered the principles set cut in the Combined Code and believes that the Company's current practice,
given the special circumstances of an Investment Trust Company is, in all material respects, consistent with the principles of

the Combined Code.

The Principles of Good Governance
The Board

The Board's regular meetings lake ploce every two months. It has a number of maters reserved for its approval, including
investment policy, borrowings, freasury matiers and dividend policy. The Boord also reviews the financial stotements,
invesiment kansactions, revenve budgets ond performance.

The Board currently comprises four Directors, oll of whom are rnon-executive and three of whom cre independent of the
Company’s Managers. Mr DCP McDougall was a senior poriner of Baillie Gifford & Co uniil he ratired on 30 April 1999
The executive responsibilities for investment management have been delegeted to the Company’s Managers and Secretaries,
Bailie Giford & Co, and in the context of a Board comprised entirely of non-execylive Direclors, there is no chief execulive
officer. Mr M Hamillon was appointed Chairman in 1993 and is also the senior independent member. The Directors all
have appropriate business and financial experience with which to conducl the busiress of the Board. Information about them
can be found on page 3.

Given the nor-executive nalure of the Board o separale nomingtion commiltes has nol been established. It is the view of the
Boord thot the oppointment of new Direclors should be ¢ matter for consideration by the Boord s o whole. Upon
appoiniment each Cireclor is provided with a summary of the responsibilities and dulies of directors, together with relevant
background informalion on the Company. Consislent with the recommendalion of the Code of Best Praclice, the Board will
arrange appropriale Iraining for new Directors where necessary.

Under the provisions of the Company's Articles, a Direcfor appointed during the year is required 1o refie and seek election
by shareholders ol the next Annual General Mesfing. The Asticles also require That one third of the Direclors retire by rolalion
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and submit themselves for reeleclion. In order lo ensure compliance with the spirit of this provision, the Board has resolved
furher thal no Director shall serve for o peried of greoter than three consecutive years withoul submitting himself for
re€lection.

There is on agreed procedure for Direciors lo seek independent professional advice if necessary and at the Company's
expense.

Remuneration

Since all Directors are nonexecutive, the Company is not required 1o comply with pringiples B.1 1o B.3 of the Combined
Code in respect of executive Directors’ remuneratien. There is no separate remuneralion commitiee and the Board as o whole
considers recommendations pul forward by the Managers cnd Secrelaries, from fime 1o time, for changes in Directors’ fees.

In setiing Directors’ fee levels it is the Company's policy io toke account of fees paid by comparable investment trusls to
ensure that remuneration is sufficient to atiract Direciors of the oppropriaie quality and experience.

No Direclor has o contract of service and there is no nolice period. Direclors’ fees are detailed on page 28; no other
benefits are provided.

internal Control

The practical measures fo ensure compliance with regulofion and company low, and 1o provide effective and efficient
operations and invesiment management, have been delegated 1o the Managers and Secrelaries, Baillie Gifford & Co, under
the terms of the Management Agreement. The Board acknowledges its responsibitities to supervise and control the discharge
by the Managers and Secretaries of their obligations.

Qoillie Gifford & Co is responsible for the design, implementation and maintencnce of conirol policies and procedures to
safeguard the assets of the Company and to manage its affairs propery. This responsibility also extends to maintaining
effective operalional and compliance controls and risk management.

The Company's invesiments are segregated from those of Baillie Gifford & Co and ils oiher clients through the appainiment
of RBS Trust Bank lid os independent cusiodian of the Company’s investments.

Baillie Gifford & Co has ¢ long established compliance function in accordance with IMRO regulations. The compliance
funclion provides the Board with a report on monitoring procedures af least annually. Boillie Giford & Co conducts an
annual review of ils internal controls which is documented within an internal controls report. This report is independently
reviewed and is approved by Baillie Gifford & Co's auditors. A copy of the internal controls report is submitied to the Board.
Baillie Gifford & Co reviews, from lime lo time, the requirement for an internal audit funcion and in April 1999 Baillie
Giftord & Co expanded its compliance depariment with the intention of introducing an internal audit function,

The Directors acknowledge their responsibility for the Company’s syslem of internal financial conlrals, which is designed to
provide reasonable but not absolute assurance against material misstalement or loss, and confirm that they have reviewed the
effectiveness of the system.

Accountability and Audit

The respective responsibiliies of the Directors and the auditors in connection with the Financicl Statements are set out on
poges 22 ond 23.

The accounts have been prepared on the geing concern basis as it is the Direclors’ opinion that the Company will continue
in eperationa! exisience for the foreseeable future.

An Audit Commitiee has been estoblished in compliance with the Combined Code consisling of all the norexscutive
Directors. {15 authority and duties are cleary defined within its written terms of reference. The Chairman of the Board has
been appointed Chairman of the Audit Committee. The committee meets periodically lo review the Company's interim and
annual financial stotements. | meats ol least annually with the extermal auditors and approves the level of fees for audit and
norraudit services.

An Invesiment Manogement Agreement between the Company and Bailiie Gilford & Co sets out the matlers over which the
Managers have authority in accordance with the policies and directions of, and subject 1o resirictions imposed by, the
Board. The Monagement Agreement is terminable on nol less thon 12 months' nofice and the Audit Committee regulary
reviews the terms of the management agreemen.

PACIFIC HORIZON INVESTMONT TRLST PLE
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Relations with Shareholders

The Compeny's Managers meet regularly with inslilutional shareholders and report to the Boord. The Company's Annual
General Mesting pravides a forum for communication with private shareholders and the Board intends in future o announce
the level of proxies lodged. The nolice peried for the Annual General Meeting has been extended 1o twenty working days.

Compliance

The Board considers that throughout the year it has complied fully with the Code of Best Praclice published by the Commitiee
on the Financial Aspects of Corporate Governance. In addition, the Board considers that throughoul the year the Company
has been in compliance with the Code Provisions sef cui in Section 1 of the Combined Code on Corporale Govemance
issued by the london Slock Exchange, with the exceplion of three new provisions and the appeiniment of a nominalion
commitiee, the cbsence of which hos been expluined above. The new provisions infroduced by the Combined Code,
namely appropriate trairing for new Directors, announcement of the level of proxies lodged and extension of the nofice
period for the Company's Annual General Meeting, have been addressed by the Board and have now been implemented.

As permifted by the tondon Stock Exchange, and pending the issue of further guidance for directors, the Company has
complied with Code provision D.2.1 on inlemnal contrdl by reporting on internal financial conlrol in accordonce with the
guidance for direclors on inlemal conlrol and financial reporling that was issved in December 1994,

Directors

The Direclors at the end of the year under review, and their inleresis in the Company, were as follows:

Naiure of 31 July 1999 31 July 1998
interest Ordinary shares ~ Warrants Ordinary shares Warrants
t M Homilion Beneficicl 20,000 1,762 20,000 1,762
Non-beneficial 3,418 - 1,888 -
t PD Griffiths Beneficiat 8,811 1,762 8,81] 1,762
1 AGS McCallum Beneficial 8,811 1,762 8,811 1,762
1 DCP McDougdli Beneficial 693,853 38,770 693,853 38,770

Mr DCP McDougall relires by rotation. Mr M Hamilion and Mr AGS MeCallum offer themselves for reelection having served
a minimum of three consecutive yeors. Being eligible the cforementioned Direclors are recommended by the Boord for
reelection,

Mr M Homiflon parlicipates in the Boilie Gifford Investment Trusi Share Plan and purchases o number of shares in the
Company on G monthly basis. By this method he acquired an odditional 169 shares on 12 Augusl ond 9 Seplember 1999
in which he has a nonbeneficial interest.

There hove been no other changes irtimated in the Direclors” interests up to 10 September 1999
T Member of the Audit Commitiee

Substantial Holdings

The foilowing informalion has been intimated 1o the Company as ot 10 September 1999 in compliance with section 198 of
the Companies Act 1985:

Name Number of ordincry 10p shares held % of issue
A & OT Invesimenis Limited* 13,571,743 17.21
Bailiie Giflord (Personal Pensions} Inlernafional Fund * 5,502,440 598
Pitkington Pension Funds 4,377,300 5.55
legal & General Assurance Society Limited 4,083,342 5.18
Rio Tinto ple 4,000,000 5.07
Friends vory & Sime plc 3,348,370 4.25

* Discrelionary client of Baillie Gifford & Co.
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Share Capital

The Directors wish to draw your allention lo the final item of business in the Notice of Annual General Meeling. At prasent,
the Direclors hove power under section 80 of the Companies Act 1985 1o dllot ordinary shares in lerms of a special
resolution passed af the Extraordinary General Meeling of the Company held on 28 March 1996, IF Resolution No. 8 in the
Notice of the Annucl General Meeling is passed, the Directors' authority 1o aliot those ordinary shares for cash on @ non-
preemptive basis will be renewed. This authority will be limited 1o a maximum number of ordinary shares with an aggregate
nomirgl value of £394,205.80 (being an amount equal to 5% of the issued ordinary shore capital of the Company as af
31 july 1999). The authority conlained in Resolution No. 8 will continue until 25 Jonuary 2001 or, if ecrier, the conclusion
of the next Annual General Mesting of the Company held after the date on which that resclution is passed.

The Directors envisoge using the authority which will be conferred by Resoluiion No. 8 primarily to allot new shares 1o
appliconts under the Boillie Gifford Investment Trust Share Plan ot times when the share price stands at a premium to net asset
value. The Directors will noi make ary issue of new ordinary shares 1o investors unless they consider it advoniogeous 1o the
Company to do so, and no issue of ordinary shares will be made pursuant to the authorisation in Resclution No. 8 which
would effeciively alter the control of the Company without the prior approval of shareholders in general meeting.

During the year, no ordinary shares were allofied for cash under ihe Baillie Gifford Invesiment Trust Share Plon.

Creditor Payment Policy

It is the Compony's payment poticy for the forthcoming financial year to get the best terms for all business In general, the
Company agrees with its suppliers the terms on which business will loke place and it is its policy to abide by these ferms.

The Company had no frade creditors at 31 July 1999.

Year 2000 Compliance

The Yaar 2000 will present problems for many computer syslems which express dales using only the lost two digils of the
vear, requiring modification 1o, or replacement of, exisling systems.

Baillie Gifford & Co, the Company's Managers and Secrelories, is well advonced in a project lo ensure, as far as possivle,
thel the Year 2000 issue will have a minimal impact upon its business operations and those of Pacific Horizon.

The Year 2000 issue is complex and pervasive; it affects nol only Baillie Gifford's systems but also those of ifs suppliers.
A programme seeking reassurance from extemal suppliers has been implemented and is complete in all crilicol areas. The
suppliers of Baillie Gifford’s core business systems have designaled their products as being Yeor 2000 compliont and in
1998 these systems were lesied al Baillie Gifford's disaster recovery site. Further testing was undertaken in February 1999
as par of Boillie Gifford’s ongoing Year 2000 testing procedures. All new compuler equipment purchased by Baillie Gifford
will be Year 2000 compliont, and any equipment which was not has now been replaced.

Baillie Gifford has ossured the Directors thal it is 1cking all oppropriate sleps 1o minimise disruplion 1o Pocific Horizon's
business operations resuliing from the date change to the Year 2000,

The cosls associoted with implementing the Year 2000 review will be bome by Baillie Gifford & Co, and therefore no
provision hos been made in Pacific Horizon's accounts for Year 2000 expenses.

Auditors

The audilors, Emst & Young, are willing o confinve in office and in accordance with sections 385 and 390A of the
Companies Act 1985 resolulions conceming their reappoiniment and remuneralion will be submilted fo the Annual General
Meeling.

By order of the Board
BAILIE GIFFORD & Co

Managers and Secrefaries v ! (
13 September 1999 /}.__,U«e i~
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STATEMENT OF DIRECTORS® RESPONSIBILITIES
IN RESPECT OF THE ACCOUNTS

<

Company law requires the Direclors to prepare accounts for each financial year which give a true and fair view of the state
of affairs of the Company and of the profit or loss for that period. In preparing those accounts, the Direclors are required to-

o select suitable occounting policies and then apply them consistently;
s make judgements and eslimates that are reasonable and prudent;

¢ siale whether epplicable accounting standards have been followed, subject 1o any material departures disclosed and
explained in the accounts; and

e prepare the accourts on the going concern basis unless if is inappropriate lo presume that the Company will confinue in
business.

The Directors are responsible for ensuring that proper accounfing records are kept which disclose with reasonable accuracy
ol any fime the financial position of the Company and fo enable them to ensure thot the accounts comply with the
Compaonies Act 1985. They have general responsibility for taking such steps as are reasonably open to them 1o safeguard
the: assets of the Company and 1o prevent and detect fraud and other iregulerities.



AUDITORS’ REPORT

Auditors’ Report
TO THE MEMBERS OF PACIFIC HORIZON INVESTMENT TRUST PLC

We have audited the financial statements on pages 24 to 34, which have been prepared under the hislorical cost
convention modified to indude the revaluation of fixed asset investments and on the basis of the accounting policies set out
on page 27.

Respective responsibilities of Directors and Auditors

The Directors are responsible for preparing the onnug! report and accounts, as described on page 22. Our responsibilities,
as independent auditors, are established by stalute, the Audiling Procfices Board, the Listing Rules of the london Stock
Exchange and by our profession’s ethical guidance.

We report 1o you our opinion as fo whether the financial statements give a rue and foir view and are properly prepared in
accordance with the Companies Act. We also report to you if, in our opinion, the Direciors” Report is not consisient with the
firancial statements, if the Company has rof kept proper accounting records, if we have not received all the information and
explonations we require for our audit, or if the informalion specified by low or the Listing Rules regarding Direclors’
remuneralion and tansactions with the Company is not disclosed.

We review whether the slatement on poges 18 to 20 reflects the Company's compliance with these provisions of the
Combined Code specified for our review by the Stock Exchange, and we report if it does not. We are not required 1o form
an opinicn on the effectiveness of either the Company’s corporate governance procedures or its internal confrols.

We read the other information contained in the annual report and consider whether it is consisient with the oudited financial
stalements. We consider the implications for our report if we become aware of any apparen! missiatements or material
inconsistencies with the financial stalemenis.

Basis of audit opinion

We conducled our cudil in accordance with Auditing Standards issued by the Auditing Proctices Board. An audit includes
examination, on a ltest basis, of evidence relevant to the amounts and disclosures in the financial statements. It alse includes
an assessment of the significan! estimates and judgements made by the Directors in the preparation of the financial
statlements, and of whether the accounting policies cre appropricte to the circumsionces of the Company, consistently
opplied ond adequately disclosed.

We planned and perdormed our audil so os 1o obtain all the information and explanations which we considered necessary
in order lo provide us with sufficient evidence 1o give reasonable assurance thal the financial siatements are free from
materia! missiclement, whether caused by fraud or other iregularity or error. In forming our opinion we also evdluated the
overall adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the finoncial siatements give a true and fair view of the siote of affairs of the Compony as at 31 july 1999
ond of its revenue for the year then ended and have been properly prepared in accordance with the Companies Act 1985.
'-:M-—k‘ D Y '~——-v

ERNST & YOUNG

Registered Auditor

Edinburgh

13 Seplember 1999
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STATEMENT OF TOTAL RETURN
{incorporating the revenue account®)

for the year ended 31 July 1999

for the year ended 31 July 1998

Revenue Capital Total

v £'000 £000 £000
Gains/(losses) on investments 4 - 12,490 12,490 - (24,135) (24,135)
Currency losses 15 - (198} {198} - {338 {338}
Income 2 738 - 738 1,62¢ - 1,629
Invesiment management fee 3 {300) - (300} {280} - (280)
Cther administrative expenses (138) - {138) (134) - {134)
NET RETURN BEFORE FINANCE
COSTS AND TAXATION 300 12,292 12,592 1,215 {24,473} {23,258}
Finance costs of borrowings 5 (14) - {14} - - -
RETURN ON ORDINARY ACTIVITIES
BEFORE TAXATION 286 12,292 12,578 1,215 {24,473) (23,258
Tax on ordinary activities 6 {58) - (58) {327) - (327)
RETURN ON ORDINARY ACTIVITIES
AFTER TAXATION 228 12,292 12,520 888 (24,473} (23,585)
for the financial year atiributable to equity shareholders
Dividend in respect of equity shares 7 {158) - {158} (710) - {710}
TRANSFER TO/{FROM} RESERVES 70 12,292 12,362 178 {24,473) (24,295}
RETURN PER ORDINARY SHARE 8 0.29p 15.59 15.88p 1.12p (31.04p) (29.92p)

There was no dilution of the above returns in either year.

the revenve column of this stalement is the profit ond loss account of the Company.
All revenue ond capitol items in the above statement derive from continuing operations.
Ihe accompanying notes are an integral part of this statement.

G



BALANCE SHEET

at 31 July 1999 at 31 July 1998

FIXED ASSETS
Investments 1% 37,269 19,042
CURRENT ASSETS
Deblors 1 424 517
Cash at bank and in hand 753 4,471

1,177 4,988
CREDITORS
Amounts falling due within one year 12 {3,492} (1,439)
NET CURRENT (LIABILITIES}/ASSETS (2,315} 3,549
TOTAL ASSETS
less current liabilities 34,954 22,591
CAPITAL AND RESERVES
Calledup share capital 14 7,684 7.884
Share premium 15 14,945 14,944
Capital redemplion reserve 17,724 17,724
Capital reserve - realised 15 (12,938} {11,607)
Capilal reserve — unrealised 15 6,611 7,012)
Revenue reserve 15 728 658
EQUITY SHAREHOLDERS" FUNDS 17 34,954 22,591
NET ASSET VALUE PER ORDINARY SHARE 16 44.33p 28.65p
DILUTED NET ASSET VALUE PER
ORDINARY SHARE 16 44.33p 28.65p

The Accounts were approved by the Board and signed on their behalf on 13 September 1999

Chairman

The accompanying notes are an integral port of this statement,
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CASH FLOW STATEMENT

for the year ended 31 July 1999

NET CASH INFLOW FROM

—_——— =
I —— LV 1 LV S

for the year ended 31 July 1998

OQPERATING ACTIVITIES i8 317 1,048
TAXATION

ACT paid {173} (69)

TOTAL TAX PAID (173] (6%
FINANCIAL INVESTMENT

Acquisitions of investments {27,392) (19,895)

Disposals of investments 21,267 18,975

Realised currency loss 49) {338)

NET CASH QUTFLOW FROM

FINANCIAL INVESTMENT 6,174} {1,258}
EQUITY DIVIDEND PAID 710} {(278)
NET CASH QUTFLOW BEFORE FINANCING (6,740) (555)
FINANCING

Bank Joan drawn down 3,021 -

Proceeds from exercise of warrants 1 -

NET CASH INFLOW FROM FINANCING 3,022 -
DECREASE IN CASH ¢ {3,718} {555)
RECONCILIATION OF NET CASH FLOW

TO MOVEMENT IN NET {DEBT]/FUNDS 19

Decrease in cash in the pericd (3,718 (555)
Cash received from bank loan (3,021} -
Exchange movement (149} -
MOVEMENT IN NET {DEBT)/FUNDS

IN THE PERIOD (6,888) (555)
NET FUNDS AT 1 AUGUST 1998 4,471 5,026
NET (DEBT)/FUNDS AT 31 JULY 1999 {2,417) 4,471

< accompanying notes are an integral part of this statement.

<



NOTES TO ACCOQUNTS »

1 PRINCIPAL ACCOUNTING POUCIES
A summary of the principal accounting policies, which are unchanged from last yeor and have-been applied consistently, is set out below.

(a)

(b)

(d)

{g)

(h)

BASIS OF ACCOUNTING

The accounts are prepared under the historical cost convention, modified fo include the revaluation of fixed asset investments, and on
the assumption thot opproval as an invesiment trust will continue 1o be gronted.

The accounts have been prepared in accordance with applicable UK accounting standards and with the Statement of Recommended
Practice ‘Financial statements of investment trust companies’,

INVESTMENTS

Listed investments are shown at middle market value.

Unlisted investments are shown at o valuotion determined by the Directors based upon latest dealing prices, stockbroker valuations, net
assef values and other informafion, os appropriate,

INCOME

] Income from equity investments is brought inte account on the date on which the investments are quoted ex-dividend or, where
no exdividend date is quoted, when the Company’s right to receive payment is established.

(i) Interest from fixed interest securities is recognised on an accruals basis. Fixed inferest securities issved at o significant discount or
premium are occounted for on an effective yield basis,

{ii}  Franked and unfranked investment income include the imputed tax credits ar taxes deducted at source.

(v Interest receivable on deposits is dealt with on an accrals basis,

M If scrip is taken in lieu of dividends in cash, the net amount of the cash dividend declared is credited to the revenva account.

EXPENSES
All expenses are accounted for on an accruals basis and are chorged through the revenue account except where they relate directly
to the acquisition or disposal of an investment, in which case they are added to the cost of the investment or deducted from the sale
proceeds.

FINANCE COSTS

Finance costs are accounted for on an accruals basis and are charged through the revenue account.

TAXATION
Where appropriate delerred taxation is provided for shoriterm timing differences, calculated at the current tox rate relevant to the

benefit or liability.

FOREIGN CURRENCIES

Transoctions involving foreign currencies are converted ot the rate ruling at the time of the transaction. Assets and liabilities in foreign
currencies are translated at the closing rates of exchange at the balance sheet date. Any gain or loss arising from a change in
exchange rate subsequent to the date of the transaction is included as an exchange gein or loss in copital reserve or revenve reserve
as appropriate.

CAPITAL RESERVES
Realised:  Gains and losses on redlisation of investments and redlised exchange differences of o capital nature are deait with in
this reserve,

Unrealised: Unrealised appreciation/depreciation represents the amount by which the market value of assets and liabilities differs from
their book value and is dealt with in this reserve.
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NOTES TO ACCOUNTS

2 INCOME

INCOME FROM INVESTMENTS

Franked investment income 35 5
UK unfranked income 41 -
Overseas dividends 403 1,243
Overseas interest 118 126
597 1,374
OTHER INCOME
Deposit interest 141 255
TOTAL INCOME 738 1,629

TOTAL INCOME COMPRISES

Dividends 438 1,248
Inferest from investments 159 126
Other 141 255

738 1,629

INCOME FROM INVESTMENTS

Listed UK 76 5
Listed overseas 51 1,369
567 1,374

3 INVESTMENT MANAGEMENT FEE - off charged o revenue

Investment management fee 280 2469
Irrecoverable VAT thereon 20 R
300 280

Baillie Gifford & Co ore employed by the Company as Managers and Secretaries under a managemeni agreement which is terminable
on not less than twelve months” notice or on shorter notice in cerlain circumstances. For the year to 31 July 1999 Baillie Gifford & Co's
annual remuneration was calculated at 0.25% of the fotal assets less current liabilities per quarter.

Mr DCP McDougali, a Director of the Company, was a senior pariner of Baillie Gifford & Co until he retired from the firm on 30 April
1999, Mr G Veitch, a former Director of the Company, is o partner of Boillie Gifford & Ce.

4 OTHER ADMINISTRATIVE EXPENSES - off charged fo revenue

General administrative expenses 101 o2
Directors’ fees 31 36
Auditors’ remuneration — audit services 6 6

138 134

The Chairman’s emaluments amounted to £10,000 (1998~ £10,000). The three other Directors who served on the Board throughout the
year each received fees of £7,000 {1998-£7,000] per annum. In the year to 31 July 1998, Mr G Veitch, who refired on 29 April
1998, received fees of £5,202. No pension contributions were made in respect of Directors.

5 FINANCE COSTS OF BORROWINGS - alf charged fo revenue
OCn bank loans 14 _




NOTES TO ACCOUNTS »

1999 1998

6 TAX ON ORDINARY ACTIVITIES

UK corporation tax at 21% (1998 — 30%) 51 381
Overseas taxafion 17 9
Tox atributable to franked investment income 5 1
ACT written off/(back) in the year 3 {44)
Deferred taxalion (H (11}
75 3346
Relief for overseos taxation (17) (2
58 327

7 ORDINARY DIVIDEND 1999 1998 1999 1998

£000 £'000

Proposed dividend per ordinary share 0.20p 0.90p 158 710
{payable 29 October 1999}

The proposed dividend of £158,000 (1998 - £710,000) is allowed under section 265 of the Companies Act 1985 although the net
assets are less than the called-up share capital and undistributable reserves as defined in section 264(3) of that Act.

8 RETURN PER ORDINARY SHARE 1999 1998 .
0.29p 15.59p 15.88p 1.12p (31.04p)  (29.92p}

Revenue return per ordinary share is based on the net revenue on ordinary activifies ofter toxaotion of £228,000 {1998 - £888,000),
and on 78,841,220 {1998 - 78,841,140) ordinary shares, being the weighted average number of ordinary shares in issue during the
year.

Capital return per ordinary share is based on the net capital profit for the financial year of £12,292,000 {1998 - loss of £24,473,00Q),
ond on 78,841,220 (1998 - 78,841,160) ordinary shares, being the weighted average number of ordinary shares in issue during the
year.

There was no dilution of the above returns in either year. The number of outstanding warranis at 3t July 1999 was 15,763,976 (31 July
1998 — 15,764,680).

-



NOTES TO ACCOUNTS

GAINS/{LOSSES) ON INVESTMENTS

Realised losses on sales
Increase/(decrease] in unrealised appreciation

1999 1998
= £000
@ FIXED ASSETS — INVESTMENTS

Listed at market value — UK 3,135 1,127
- Owverseas 34,134 17,915

37,269 19,042

Listed Listed

in UK overseas Teial

£000 £'000 £°000

Cost of investments held at 1 August 1998 1,606 24,448 26,054
Unrealised depreciafion at 1 August 1998 {479) (6,533) 7.012)
Valve of investments held at 1 August 1998 1,127 17.915 19,042

Maovements in year:

Purchases at cost 2,192 24,739 26,931
Sales— proceeds (2,044) (19,150) (21,194)
—realised profits/{losses] on sales 371 {1,653) (1,282)
Increase in unrealised appreciation 1,489 12,283 13,772
Value of investments held at 31 july 1999 3,135 34,134 37,269
Cost of investments held at 31 July 1999 2,125 28,384 30,509
Unrealised appreciation at 31 July 1999 1,010 5,750 6,760
Value of investments held at 31 July 1999 3,135 34,134 37,269

1999 1998
£:000 £000

11,282) 7,371}
13,772 (16,764}
12,490 (24,135




NOTES TO ACCOUNTS »

10 FINANCIAL ASSETS
A full list of the Company’s investments is given on pages 6 and 7. In addition, a geographical analysis of the portfolio, an analysis of the
investment portfolio by broad industrial or commercial sector, and a list of the 20 largest equity investments by their aggregate market
volue, are contained in the Managers’ Review Section and the Review of Investments. All financial assets and habilities are included in the
accounts of market value (see note 1.
Exposure fo currency risk through asset allocation is indicated on page 9. Included within the analysis provided on pages 6 and 7 is the

Company’s holding in warrants which confer the right to convert inio equity shares. An analysis of the currency exposure and maturity
profile of these warrants at 31 July 1999 is provided below:

Weighted
average

Market value peried
£000 | until maturity

Warrants:
Singapore dollars 835 3 years
Thai bhats 142 3 years

The interest rate risk profile of the Company’s financial assets at 31 July 1999 was:

Weighted
Weighted average
Market value average period
£'000 interest rate | wntil maturity
Fixed rafe:
Hong Kong convertible bonds 577 51% 2 years
1999
£'000
Cash:
UK deposits 350
Foreign deposits — US dollar 138
- Singapore dollar 81
— Taiwan dollar 184
753

The cash deposits generally comprise call or short term meney market deposits of less thon one month.

Short term debtors and creditors have been excluded from the disclosure of financial instruments.

1998

11 DEBTORS £'000

Amounts falling due within one year:

Income accrued 24 70
UK and withholding taxes deductible therefrom {3) {14)

21 36
Sales for subsequent settlement 157 230
Taxation recoverable 219 202
Other debiors 25 17

Amounts falling dve in more than one year:
Deferred taxation
Timing differences related to income accrued, but not received 2 12

424 517
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NOTES TO ACCOUNTS

+ CREDITORS

Amounts falling due within one year:

Purchases for subsequent seftlement - 461

Proposed dividend 158 710

Advance Corporaiion Tax on proposed dividend - 177

Bank loan 3,170 -

Other creditors 164 91
3,492 1,439

-~

-

Loan facilities

Maturity profile:

A one year £4 million multicurrency loan has been arranged with The Royal Bank of Scotland ple. At 31 July 1999 there were
outstanding drawings of ¥400 million and US$1,650,000.

Included in other creditors is £87,000 {1998 - £56,000] in respect of the investment management fee.

FINANCIAL WABILITIES

The interest rate risk profile of the Company’s financial liabilities at 31 July 1999 was:

Weighted
Weighted average
Market value average period
£'000 interest rate | until maturity

Bank loan:
Yen denominated 2,152 0.37% 1 week
US$ denominoted 1,018 525% 1 week

All borrowings are stated at market value.
Short term debiors and creditors have been excluded from the disclasure of financial instruments.
Gains and losses on hedges

Al 31 July 1999 there were no unrecognised gains/losses on hedges. Realised currency profits/losses are taken to capital reserve and
are not reflected in the profit and loss account unless they are of a revenue nature.

CALLED-UP SHARE CAPITAL

Authorised:

Ordinary shares — 113,684,758 shares of 10p each 11,368 11,368
Allotted, issued and fully paid:

Ordinary shares - 78,841,864 (1998 - 78,841,160) shares of 10p each 7,884 7,884

The unissued ordinary shares are being reserved in part to satisfy the subscription rights of the warraats which were issued on 16 April
1996 to holders of the new ordinary shares on conversion of the 'C’ shares.

Each warsant carries the right 1o subscribe for one ordinary share at a price of 56p on 30 June in any one of the remaining years 2000
to 2002 (inclusive). On 30 June 1999 the right to 704 warrants were exercised from which £70 has been opplied in increasing the
issued share capital and £324 in increasing the share premium account.

The number of outstanding warrants ot 31 July 1999 was 15,763,976 (1998 - 15,764,680).

A warrant reserve has not been established for the warrants since the conversion of the ‘C’ share issue did not resuli in an increase in the
share premium account,
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Share {Capital reserve |Capital reserve Revenue
premium —realised | - unrealised reserve
£000 £'000 £'000 £000
15 RESERVES
At 1 August 1998 14,944 11,607) (7,012) 658
Premivm orising from exercise of worrants 1 -~ = -
Net loss on realisation of investments - (1,282) - -
Increase in unrealised oppreciation - - 13,772 -
Exchange differences - {49) - -
Exchange differences on bank loans - - (149) -
Retained net revenue for the year -~ - - 70
At 31 July 1999 14,945 (12,938) 6,611 728

16 NET ASSET VALUE PER ORDINARY SHARE

The net asset vafue per ordinory share and the net asset values ofiributable to the ordinary shareholders at the year end calculated in

accordance with the Articles of Association were as follows:
1998 1999 1998
. £000 £000

Ordinary shares 44.33p 28.65p 34,954 22,591

The movements during the year of the assets afributable 1o the ordinary shares were s follows:

£'000
Total net assets at 1 August 1998 22,59
Total recognised gains and losses for the year 12,520
Dividend appropriated in the year {158}
Proceeds from exercise of warronts 1
Totol net assets at 31 July 1999 34,954

Net asset value per ordinary share is based on the net assets as shown above and 78,841,864 (1998 - 78,841,160) ordinary shares,
being the number of ordinary shares in issue af each date.

There was no dilufion to net asset value at either date. In accordance with FRS 14 the outstanding warrants have been treated as non-

dilutive because the exercise price is greater than the prevailing share price. The number of outstanding warrants at 31 July 1999 was
15,763,976 {1998 - 15,764,680).

17 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Shareholders' funds at 1 August 1998 22,591 46,886
Proceeds from exercise of warrants 1 -

Total recognised gains and losses for the year (after dividend payment) 12,362 (24,295)
Shareholders’ funds at 31 July 1999 34,954 22,591

18 RECONCIUATION OF NET REVENUE BEFORE FINANCE COSTS AND TAXATION TO NET
CASH INFLOW FROM OPERATING ACTIVITIES

Net revenue on ordinary activities before finance costs and taxation 300 1,215
Decreose in accrued income 49 24
{Increase)/decrease in debtors (12) 9
Increase/{decrease} in creditors 59 (72)
Tax on franked investment income inciuded within income from UK companies {5) i
Income tox suffered 57) (118)
Cverseas tax suffered (17) %)

317 1,048
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NOTES TO ACCOUNTS

ANALYSIS OF CHANGE IN NET (DEBT)/FUNDS

Cash 4,471 {3.718) - 753
Loans due within one year - {3,021} {149) (3,170}
4,471 (6,739 (149 {2,417}

20

CONTINGENCIES, GUARANTEES AND FINANCIAL COMMITMENTS
There were no contingent liabilities at either year end.

21

DIRECTORS’ INTERESTS iN CONTRACTS
No Director has a contract of service with the Company.
During the year no Director was interested in any confract or other matter requiring disclosure under section 232 of the Companies Act 1985.

22

DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS

The Company operates as an Investment Trust Company in accordance with Section 842 of the Taxes Act 1988. The international nature
of the Company’s invesiment acfivilies provides opportunities for both market appreciation and currency gains, but leaves it exposed to
the risk of market volatility and currency fluctuations.

in the case of an investment trust, capital profits from investing activities and currency gains are not recognised in the revenue account,
but are credited directly to a separate capital reserve which the Compeny is prohibited from distributing in the form of dividends.

The Company makes use of gearing (long and short term borrowings) to achieve improved performance in rising markets.

The Company’s revenue account may be affected by fluctuations in short term inferest rates; income from overseas investment can be
aoffected by currency fluctuations.

The Company's financial instruments which provide finance for investment activities comprise bank borrowings, cash and liquid resources.
In addition, the Company maintains financial assets comprising an international equity portfolic and overseas government and corporate
bonds os part of its investment strategy.

The Company may, from time to time, enter into derivative transactions to hedge specific currency or interest rate risk. No such
transactions were underiaken in the period under review.

Trading in Financial instruments is not within the normal activities of an investment trust, nor is it the Company's policy to trade in such
instruments. Transactions in financial instruments generally arise as o result of strategic investment decisions.

The main risks arising from the Company’s financial instuments are interest rate risk, liquidity risk and foreign currency risk. The
Company's Managers may not enter into derivative transactions without the prior approval of the Board, and afl borrowing facilities
require Board authorisation. The Board agrees policies for managing risk with the Company’s Managers.

Inferest Rate Risk

The Company finances its operations by means of realised capital profits, retained revenue reserves and bank borrowings.

The Company has negotiated a one year multicurrency borrowing facility ot variable rates of interest. In addition, the Company has
negofiated o short term multicurrency borrowing facility finked to LIBOR and may draw down funds for a period of up fo 12 months.
Liquidity Risk

The Company's policy with regard to liquidity is to ensure continuity of funding. Short term Hexibility is achieved by overdraft facilities.
The Company’s assets comprise mainly readily realisable securities which can be sold freely to meet funding commiiments if necessary.
Foreign Currency Risk

The internafional nature of the Company’s investment activities gives rise fo a currency risk which is inherent in the performance of its overseas

investments. It is not the Company's policy to hedge this risk on a continuing hasis, but the Company may from time to time motch specific
overseas investment with foreign currency borrowings.

The revenue account is subject to currency fluctuation arising on overseas income. The Company does not hedge this currency risk.




FURTHER SHAREHOLDER INFORMATION

The Company's shares are traded on the london Stock Exchange. They can be bought by investors either by placing
an order with a stockbroker ot by asking a professional odviser, eg lowyer, accountant or independent financial
adviser, to do so on their behalf. They are also avaikible through the Baillie Gifford {nvestment Trust Share Plan and

ISA referred to on page 2. The price of the shares is quoted daily in the Financial Times, The Scotsman and
The Herald.

Pacific Horizon publishes nalfvearly progress repors. Shareholders are welcome ot the Annual General Mesting of
the Company to be held on Tuesday, 26 Cclober 1999

The calendar for these and cther items of interest 1o shareholders is set out below:

July Financiol year ends on 31 July

September Preliminary anncuncement of annual results issued 1o Press
September Annual Report and Accounts issued

October Annual General Meeling

February Figures for halfyear 1o 31 January announced

March Interim Report issued

June 30 June ~ date for exercise of warrants {at warantholders' discretion)

CAPITAL GAINS TAX

The cost for capital gains laxation purposes o shateholders who subscribed tor the conversion shares, subsequently
converted into new ordinary shares {with warrants attached), is apportioned between the ordinary shares and the
wariants as set out in the placing and offer document dated 5 Mareh 1996. The afributable costs are:

Cost of each ordinary share 53.45p
Caost of each warrant 16.52p

Market values on 17 April 1996 {first day of dealing) were as follows:

Ordirary share 55.00p
Warrant 17.60p

If shareholders are in any doubt as to their personal taxation position they should consult their professional advisers.
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN that the Annual General Mesting of Pacific Horizon Investment Trust PLC will be held
within the offices of Baillie Gifford & Co, T Rufland Coun, Edinburgh EH3 8EY, on Tuesday, 26 October 1999 at
11.30 am for the foliowing purposes:

Ordinary Business

1. To approve the Accounts of the Company for the year to 31 July 1999 with the Repars of the Directors and of
the Auditors thereon,

2. To declare a dividend.

3. To reelect Mr DCP McDougdll as a Director.

To consider resolutions No. 4 and No. 5, special nofice having been received of the intention to propose the
resolutions os ordinary resolutions {see note 4],

To re-elect Mr M Hamillon as o Director.
To reelect Mr AGS McCallum as a Direcior.
To reappoint Emst & Young as Audilors.

NOo oA

To authorise the Directors 1o fix the remuneration of the Auditors.

Special Business

To consider and, i thought fit, to pass the following resolution as o special resolution:

8. THAT, in subsfitulion for any existing power under section 95 of fhe Companies Act 1985, but without prejudice
to the exercise of any such power prior to the date hereol, the Directors be and they are hereby empowered
pursuant fo section 95 of the said Act fo allot equity securities {within the meaning of section 94{2} of the said
Act} for cash pursuant to the authority conferred on them in accordance with section 80 of the soid Act ot the
Extraordinary General Meeting of the Company on 28 March 1996, as if subsection 89{1) of the said Act did
not apply to any such allotment, provided that this power shall be limited to the allotment of equity securities up to
an aggregate nominal value of £394,205.80 ond shall expire on 25 January 2001 ar at the conclusion of the
next Annual General Meeting of the Company held after the date on which this resolution is passed, whichever is
earlier, save that the Company may before such expiry make an offer or agreement which weuld or might require
equity securifies 1o be olloffed ofter such expiry and the Directors moy allot equity securities in pursuance of such
offer or agreement as i the power conlerred hereby had not expired.

By Order of the Board

BALE GIFFORD & Co @ e (e MA K (

Managers ond Secrelaries
24 September 1999

Notes

1 A member entifled to attend and vote at the meeting is entitled to appoint one or mare proxies to attend ond, on
a poll, vate on his/her behalf. A proxy need not be a member of the Company. A Form of Proxy is enclosed.
Only holders of ordinary shares are entitled 1o attend or be represented at the meeting.

3 Shareholders pariicipating in the Baillie Gifford Investment Trust Share Plan and/or the Baillie Gifford Investment
Trust ISA/PEP may vote and/or ottend the meeting on opplication 1o their respective plan adminisirator as
detailed in the terms and conditions of the plans.

4 0 occordonce with section 293 of the Companies Act 1985 special nofice has been given to the Company of
the resolution 1o reappoint Directors who are over the age of 70.

5 No Director has a contract of service with the Company.
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being a Memberls) of the obove-named Company, hereby appoint the Chairman of the Mealing,

or _ (sae note 2)
as my/our proxy to vola for me/us and on my/our behalf at the Annual General Meeting of the Company to be held on Tuesdey,
26 Ccober 1999, and at any adjournment thereof.

Please indicate with an X in the spaces below how you wish your votes to be cast on a poll. Where no indicafion is given the proxy will
vole of abstain as he/she thinks fit.

RESOLLTIONS AGAINST

Ordinary Business |

1. To approve the Report of the Directors and the Accounts for the year
ended 31 July 1999.

2. To declare a dividend.

3. To reelect Mr DCP McDougall as a Director.

4. To reelect Mr M Hamilton as a Director,

5. To reelect Mr AGS MeCallum as a Director.

6. To reappoint Ernst & Young as Auditors,

7. To authorise the Directors to fix the remuneration of the Auditors.

Special Business

8. To approve by Special Resclution that the Directors be authorised to issue
additional shares for the purposes of Section 95 of the Companies Act 1985,

Signature

Dated this day of 1993

Notes

1. In the case of jaint holders the vote of the senior who tendars a vote will be accepted.

2. A member may appoint o proxy of his/her own choice by deleting the reference to the Chairman of the Meeting and inserting
the name of the proxy in the space provided. A proxy need nat be a member of the Company but must attend the meeling in
person to represent the member.

3. An instrument appointing a proxy by a corporation must be given under its common seal or signed by an officer or attorney on
its behalf.

4. An instrument appointing a proxy must be lodged with the Registrar of the Company not less than 48 hours before the time of
the mesting, and in defoult will not be treated as valid.
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