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Company data at 31 July 2004
Sharehelders’ funds

£47m £43m

Market capitalisation

Company Summary

Pacific Horizon’s objective is to invest in the stockmarkets of the
Asia-Pacific region (excluding Japan) in order to achieve capital growth.

Policy and Objective

Pacific Horizon's objective is to invest in
the stockmarkets of the Asio-Pacific region
{excluding Japan] in order lo achieve
capilal growth. The Company is prepared
io move freely between the markets of the
region Qs opportunities for growth vary.
The portfclio will normally consist entirely of
quoted securities.

Comparative Index

The principal index against which
performance is measured is the MSCI
All Country Far East ex Japan Index {in
sterling ferms).

Management Details

Baillie Gifford & Co are appointed as
investment managers and secretaries to the
Company. The management contract can
be terminated at twelve months' notice.

Management Fee

Baillie Gifford & Co's annual remuneration
is 1.0% of tofal assels less current liabilities,
calculated on a quartery basis.

Capital Structure

At the year end the Company's share
capital consisted of 76,487,002 ordinary
shares of 10p each which are issved and
fully paid. The Company has been granted
authority to buy back o limited number of
its own ordinary shares for cancellation.
The Direclors are seeking fo renew this
autherity at the forthcoming Annugl
General Meeting.

ISA/PEP
ISA and PEP tansler facilities are available
{see inside back cover).

AITC

The Company is a member of the
Association of Investment Trust Companies.

COMPANY SUMMARY

Wind-Up

At the Extrcordinary General Meefing of
the Company held on 27 Moy 2002, the
shareholders approved the resolution
pesiponing uatil 27 May 2007, or such
later dote as the shareholders may resclve,
the: obligation of the Directors to convene
an Extraordinary General Maeting at which
a resolution will be proposed pursuant to
secticn 84 of the Insolvency Act 1986 1o
wind the Company up voluntarily.

Notes

None of the views expressed in this
docurnent should be construed s advice
fo buy or sell o particular investment.

Invastment trusts are UK public listed
companies and are nof cuthorised o
regulated by the Financial Services
Authority.
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YEAR'S SUMMARY

Year's Summary

31 July 31 July
2004 2003 % change
Equity shareholders” funds £47 3m £40.8m 159
Net asset value per ordinary shars (NAY) 61.84p 53.34p 15.9
Share price 56.75p 48.25p 17.6
MSCI All Country Far Eost ex Japan index i seing s 127 8 1272 0.5
Dividend per ardinary share 0700 0.45p 556
Earmnings per ordinary share 1.03p 0.67p 53.7
Total expense afio 1.14% 0.99%
Discount 8.2% 9.5%
Year fo Year to
31 July 2004 31 July 2003
Year’s high and low High Low High Low
Share price 68.50p 47 75 48.75p 35 50p
Net asset valve 70.64p 5201p 53.48p 41.45p
Discount 0.1% 12.3% 3.5% 16.7%
31 July 31 July
2004 2003
Total return per ordinary share
Revenue 1.03p 0.67p
Capital 8.17p 2.49p
Total 9.20p d.16p

Past performance is no guarantee of future performance.

One Year Performance
ffigures rebased to 10C at 31 July 2003)
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FIVE YEAR SUMMARY

Five Year Summary

The following charts indicate how Pacific Horizon has performed relative to its
comparative index (MSCI All Country Far East ex Japan Index (in sterling terms)) and the

relationship between share price and asset value over the five year period to 31 july
2004.

5 Year Total Return Performance Annual Price Total Return and Diluted
Share Price, Net Asset Value and Index NAV Total Return
(figures rebased to 100 at 31 July 1999

Discount to Fully Diluted Net Asset Value Annual Share Price Total Return and
. : Diluted NAV Total Return
(figures plotted on a monthly basis)

(relative to the MSCH All Country Far East ex Japan
Index tolal refurn in sterling ferms)
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CHAIRMAN’S STATEMENT

Chairman’s Statement

The net asset value per share rose by 15.9%, compared with a rise of 0.5% in the
MSCI All Country Far East ex Japan Index (in sterling terms).

Performance

Capital Account

in the first six months of the Company's
year markets made significant gains, scme
of which were given up in the second half.
The first half was also a particularly strong
pericd for the Company, with net asset
value per share increasing by 29 6%
compared with ¢ rise of 13.1% in the
comparative index. In the second half of
the year the net assef value fell by 10.5%,
which was n line with the 11.2% fall in
the comparative index. As in previous
years, the tactical use of shortterm gearing
contributed to performance. Shorterm
gearing was infroduced in August 2003 in
arder to toke advantage of atiractive
investment opporunities and exceptionally
low interest rates. Net gearing was
eliminated in April 2004 in the light of the
detericrafing oullook for markets and ot the
yearend there were no outstanding
borrowings. The Managers’ report on
page 6 and poges 1010 12 contains a
more detailed explanation, together with
the performance of the principal markets in
which the Company is invested and the
Managers” comments on them.

Revenue Account
Earnings per share rose by 53.7% to
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1.03p from 0.67p for last year. The Board
is recommending that a dividend of 0.70p
should be paid, an increase of 55.6%
frem 0.45p for the previous year.

Outlook

Until very recently, the world appears to
have been experiencing one of the strongest
periods of economic expansion in the last
twenty years, with strong growth in North
America, the United Kingdom and Asia and
an acceleration from depressed levels
elsewhere. Inflation has been low and
interest rates have been kept ot extremely
low levels in order to ward off the threat of
deflation. This favourable background
supported growth in the countrias of the
AsiaPacific region and, together with the
recovery from the effects of Severe Acute
Respiratory Syndrome {'SARS'), it contributed
to a marked improvement in profits and
dividends for companies in the ragion during
the last year.

Cemand for industrial raw materials and
other commodities has grown rapidly as @
consequence of this rapid increase in
economic activity and prices have risen as
supply has been unable to keep pace. This
development has contributed to o buildup

in inflationary pressures. The problem is
most acute in China, whare various
measures have been taken which are
aimed ot slowing down the hectic rate of
growth. In addition, the price of il has
risen to levels that are likely to reduce
economic growth while increasing inflation.
The combination of slowing growth, high
ail prices and rising global interest rates is
particularly unfavourable for those Asic-
Pacific countries that are highly dependent
on imported oil and exports of
manufactured goods and intermediate
products such as semiconductors,
chemicals and steel.

While it seems that we are moving into @
more challenging environment for many
comparies, there are others for which an
increasingly inflationary envirenment s o
marked improvement afer years of
disinflation or outright deflafion.
Furtthermore, valuations are reasonable. In
the absence of outright global recession,
therefore we are cautiously optimistic.

4% /1 '/:7/%,,

Douglas MecDougall
10 Septembar 2004




DIRECTQRS AND MANAGEMENT

Directors and Management

Directors

Douglos McDougall OBE

Douglas McDougall, who is 60, was
appointed a Director in 1992 and became
Chairman in 2002, He is chairman of The
Scottish Investment Trust plc, The law
Debenture Corporation ple, 3i Bioscience
Invesiment Trust ple, The Indepaendent
lnvastment Trust PLC, Foreign & Colonial
Eurotrust ple and is a director of The Monks
Investment Trust PLC and Herald Investment
Trust ple. From 1969 1o 1999 he was a
partner in Baillie Gifford & Co end from
1989 10 1999 was joint senior pariner
and chief investment officer. He is a former
Chairman of the lnvastment Management
Regulatory Organisation, the Fund
Manaogers” Association and the Association
of tovestment Trust Companies.

Peter Mackay CB

Peter Mackay, wha is 64, was appointed @
Director in 2001, He is g former member of
the Competition Commission and a former
norrexeculive member of the Management
Board of the Business Banking Division of
the Bank of Scofland and a former director
of the British Linen Bank.

Jean Matterson

Jean Mattarson, who is 48, was oppointed
a Director on 2 Ssptember 2003, She is
partner of Rossie House Investmant
Management which specidlises in private
client portfolic managemant with o
particulor emphasis on irvestment trusls.
She was praviously with Stewan vory &
Co for 20 years, as an investment
manager and a direclor since 1988. She
is a direclor of Dunedin Income Growih
Investrment Trust PLC.

Michael Morrison

Michael Marrison, who is aged 65, was
appointed a Director in 2002, He is @
former senior pariner of Taylor Joynson
Garelt, solicitors, and is chairman of Yuiils
Limited.

All Directors are members of the Audit
Committee.

Managers and Secretaries

Pacitic Horizen is managed by Baillie
Gifford & Co, an investment managemant
firm formed in 1927 out of the legal firm
Raillie & Gifford, WS, which had been

involved in investment manogement since

1908.

Bailie Gifford is one of the lorgest
investment trust managers in the UK and
currently manages eight investment trusts.
Baillie Gifford also menages unit trusts and
Open Ended Investment Companies,
together with investment portfolios on
behalf of pension furds, chariiies and othar
institufional clients, both in the UK and
overseas. Funds under the management or
acvice of Baillie Gifford total around

£29 billion. Based in Edinburgh, if is one
of the leading privately owned investment
management firms n the UK, with

27 portners and g staff of over 400.

Within Baillie Gifford the Asia Pacific
investments are managed by a team of
eight. Gerald Smith, a parner of Baillie
Gifford, is the head of this team and has
been responsible for the managemen: of
Pacific Horizon since 1995, Baillie Gifford
have beer Managers and Secrafaries to
the Company since August 1992,

The firm of Baillie Gifford & Co is
authorised and regulated by the Financic
Services Authority.
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MANAGERS' OVERVIEW

Managers’ Overview

The: yaar to the end of July 2004 saw rises
in sterling terms in most of the Asian
markats in which we invest, with the
exceptions of Korea and Taiwan. The first
six months of the period sow stockmarkets
reacting favourably fo increasing global
economic growth, particularly within the
United States and China, before concemns
about the impact of a Chinese slowdown
hit the markets from March enwards. Korea
and Taiwan were relatively weak in the
last few months of the Company's year due
to political concerns and pessimism
concerning lechnology-related shares,
which account for a significant proportion
of these markets. Throughout the twelve-
month period, the strength of sterling
agoainst the region’s currencies hindered
performance. More detailed commenis on
individual countries are contained in the
Parfolio Review on poges 10tc 12,
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In August we introduced shorterm gearing
in order o capitalise on the more positive
outlock for economic growth. Initially,
borowings wera on a one month basis
and were renewed monthly. In December,
we decided to take advantage of the very
low inferest rates pravailing in Hong Keng
and the gearing was switched to a basis
of six manths in order o lock in these low
rates. From April onwards sales were made
in order lo repay the gearing, and the
autstanding loan was repaid in June.
Overall, the use of gearing during the year
made a positive contribution to the net
asset value per share. The net effect of
these transcctions is shown in the fable
opposite. The most sign[ﬁconr moves were
increases in Taiwan, Malaysia, Hong
Kong and China and the reduction in
Thailand.




Distribution of Portfolio and movement of Indices

% of total assets as at

MANAGERS’ OVERVIEW

Principal local
indices % change

31 July 2004 31 July 2003 in sterling terms
Hong Kong and Ching 34.4 336 8.7
Korea 15.1 159 {8.0)
Malaysia 147 12.6 2.3
Singapore 12.9 1.6 9.6
Taiwan 15 82 (8.8)
Indonesic 10.4 8.8 227
Philippines 1.0 2.8 10.4
Thailand 0.5 52 18]
Net liquid (liabilities) /assets {0.5) 03
Pacific Horizon Investmeni Trust {NAV) 100.0 100.0 15.9%
MSCI All Country Far East ex Japan Index 0.5%
Source: Thomson Financial Datastream /Bailie Gifford & Co
Past performance is no guarantee of future performance.
lnwestment Changes (£°000)
Valuation at  Net acquisitions Appreciation Valuation at
31 July 2003 [dispasals) ([depreciation} 31 July 2004
Equities*:
Hong Kong end China 13,705 1631 950 16,286
Kerea 6,501 {7omn 1.341 7141
NMdlaysia 5,156 1,357 426 6939
Singapore 4737 853 507 6,002
Taiwan 3,350 2,287 1183} 5,454
Indonasia 3,596 {226) 1,557 4927
Philippines 1,118 (528) (124} 466
Thaifand 2,512 {3,098) 831 245
Tafal invastments 40,670 1,575 5,305 47,550
Net liquid assets/[liabilities) 131 [247) [129) [245)
Total assets 40,801 1,328 5176 47,305

* Equities incdludes warrants.
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MANAGERS' OVERVIEW

Distribution of Portfolio

Geographical 2004 [2003)

Twenty Largest Equity Holdings

Sectoral 2004 [2003)

Market value % of
Name Country Business £000 total assets
BAT Malaysia Malaysic Tobacco 1,993 4.2
Unilever Inconesia Indonesia Consumer products manufacturer 1,900 4.0
Petraching Ca. China Infegrated oil company 1,503 3.2
CNOCC China Cil and gas exploration and production 1,487 32
Cheung Kong Hong Kong Property developer 1,486 K
Somsung Corporaticn Koreo Construction and lrading company 1426 3.0
Bumi Resources Indonesia Coal mining 1.391 29
Pacific Bosin Shipping Hong Kong Shipping company 1,314 2.8
Maleysia International Shipping
Corporclion Maloysia Shipping company 1,228 2.6
Sinopec Ching Infegratad oil company 1,204 2.6
Hysan Developments Hong Kong Property developer 1,090 2.3
MaobileOne Singopore Wirsless telecommunications provicer 1,087 23
ASM Pacific Technology Hong Kong Semiconducter equipment manufachurer 230 2.0
Taiwan Cellular Taiwen Wireless telecommunications provider 222 20
BOC Hong Kong Hong Kong Banking QG 1.9
Hong Kong Exchonges & Clearing  Hong Kang Stock exchange BGS 1.8
Comfortaelgro Singapore Vehicle leasing ond engineering services 8461 i.8
Hon Hai Precision Induslries Taiwan Contract manufacturer 855 i.8
China Talecom Ching Telecommunications services provider 814 1.7
CNPC Hong Kong Hong Kong Oil and gas sxploration and praduction 813 1.7
24,088 50.9
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Classification of Investments

MANAGERS' OVERVIEW

Hong Kong Other 2004 2003
Classification and China Korea  Malaysia  Singapore Taiwan  Countries Total Total
Equities*: % % % Yo % % % %
Mining - - - - - 37 3.7 4.0
Cil and gos 10.5 20 1.8 - - - 143 10.0
Resources 10.5 2.0 1.8 - - 37 18.0 14.0
Chemicals - 0.7 - - 0.1 - 0.8 8.1
Constuction and building materials - - - - 0.8 - 08 5.6
Forestry and paper - - - - 07 - 07 0.9
Steel and other metals 1.3 - - 1.2 - 2.5 -
Diversified industrials - 3.6 1.6 1.8 - - 7.0 57
Electronic and electrical equipment 36 - - 2.1 18 0.1 7.4 62
Engineering and machinery - 20 - 1.0 - 1.5 4.5 1.4
Industrials 3.6 7.6 1.6 4.9 4.6 1.6 23.9 28.9
Autemobiles and parts b4 - - - - - 1.4 2.4
Household goods and textiles 4.0 - - - - - 4.0 0.9
Beverages - - - ~ - - - i
Food producers and processors - - - - -~ 0.1 01 0.1
Health - - - - 0.7 - 0.7 14
Personal care and household producs - - - - - 4.0 4.0 4.0
Pharmaceuticals - 0.4 - - - - 0.4 06
Tobacco - - 472 - - - 472 6.4
Consumer Goods 5.4 0.4 4.2 - 07 4.1 14.8 16.9
General rafailers - - - - 0.9 0.7 16 4.8
Leisure and hotels - - C8 - - - 0.8 3.7
Media and enlerainment - 09 06 - - - 1.5 2.
Suppeort services - 1.5 - - - - 15 -
Transpaort 4. 1.6 2.6 1.8 1.2 - 11.3 3.5
Telecemmunication services 1.7 - 2.3 2.3 1.9 1.2 2.4 59
Services and Utilifies 5.8 4.0 6.3 4.1 40 1.9 26.1 20.0
Banks 1.9 - - - - - 19 16
Insurance - 1. 0.3 - - - 1.9 1.0
Real estate 5.4 - - 2.6 1.4 0.5 0.9 9.6
Speciality and other finance 1.8 - - 1.3 - - 3.1 3.0
Financials 2.1 1.1 0.8 3.9 1.4 0.5 16.8 15.2
Information technology hardware - - - - 0.8 - 0.8 2.1
Soltware and compuler services - - - - - 0.1 0.1 2.6
Information Technology - - - - 0.8 0.1 0.9 47
Total Equities* 344 15.1 14.7 12,9 11.5 1.9 100.5
Total Equities* = 2003 33.6 15.9 12.6 11.6 8.2 17.8 99.7
Net liquid (Liabilities)/Assets 0.1 - - - 0.3 [0.9] {0.5) 0.3
Equity Shareholders” Funds 4.5 15.1 4.7 12.9 11.8 1.0 100.0
Equity Shareholders’ Funds - 2003 33.7 15.9 12.6 1.6 8.4 17.8 100.0
Number of equity invesiments 17 13 10 10 n 10 71 71

* Eguities includes warrans.

PACIFIC HORIZON INVESTMENT TRUST PLC 9




MANAGERS" PORTFOLIO REVIEW

Managers’ Portfolio Review

Hong Kong and China

The Chinese sconomy grew «t a rate that
exceadad evan the most optimistic
expectations at the start of the Company’s
year. Cfficial figures suggest a growth rate
of a lile over 9% in real GDP for 2003,
wilh an accelerafion towards the end of
the calendar year and into the early part of
2004. This rapid expansion was diven by
large amounts of inward investment, high
levels of investment in residential and
commercial properly and massive capacity
expansions in industies such as steel and
cluminium. The couniry’s infrastructure has
not expanded at @ matching rate and
severe bolllenecks have emerged. These
are adding fo the inflationary pressures
brought about by the impact on commedity
prices of growth in Chirese demand for
industial and agricultural commaodities. In
order to try to reduce the risk of boom
furning o bust the government has
introduced a range of measures aimed at
cusbing what it sees as unwise and
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speculative invesiments. Mixed signals
concerning the success or failure of these
measures have tiggered large and eratic
moves in the prices of Chinese shares. The
Hong Keng economy, in conirast, now
appears fo ba on a much clearer poth,
Improved economic integralion with the rest
of the country and clear signs that the
economic success of Hong Kong s a
central government priority were the
catalysts for a major improvement in
censumer senfiment. One important source
of stimulus is @ large increase in tourists
visiting from the mainland. The aconcmic
revival has led to a recovery in property
prices from the low levels reached last vear
and a highly competitive mortgage market
should mitigate the effects of rising nterest
rates. ¥We have made a number of
changes to our holdings in the Hong Kong
market which huve had the effect of
increasing our exposure lo componies that
benefit from the local economy and
reducing that fo companies exposed

directly to Chinese real estate and
consiruction.

Korea

The Korean economy has been cdversely
affected by an unfertunate combination of
avents, Korea relies almost tofally on
imports for cil, gas and other key indusfrial
commodities and Ihe significant increases
in prices for these items act as a tax on the
economy. The financial sector is suffering
from the afereffects of an uncentralled
explosion in credit card lending and this is
being compeunded by increasing problems
with loans to small businesses. A failed
attempt o impeach the president
coniributed to general uncertainfy and,
while the situation was resolved and the
president now has o popular mendate and
a padiamentary maiority, he is more likely
to use this position o favour labour over
the interests of shareholders. To add to this
inflation is rising and is likely to resulf in
demands for higher wages. Despite this




rather unattractive background there are
Korean companies for which the cutlook,
at least on a |onger—term view, remains far
more favourcble. Based on their bottom-up
atiractions, Korean companies therefore
confinue o account for o reasonably large
past of the portolio.

Malaysia

The Malaysian economy has been
growing steadily for the last couple of
years. Government policies aimed at
supporting small and medivm-sized
companies have proved successful and the
economy has also benefited from strength
in the prices of commadities, palm oil and
crude oil. Oclober 2003 saw the long-
serving Prime Minister, Dr Mahathir
Mohamad, step down to be replaced by
Abdullzh Badawi, whose coalition
government subsequently won a
resounding victory in March's
parliamentary elections. Expectations were
intially high that this would lead 1o a

crackdown on cormruption and cronyism but,
so far, there has been o lack of significant
reform. However, recent restructuring of
governmentlinked companies, including the
replacement and reshuffling of top
management, is a posifive sign. YWa made
net additions in Malaysia over the twelve
month period including new holdings in O
Corp, fo capitalise on the stong palm ol
market, and Crest Petroleum and Scomi
Group, fo lake advantage of the ouliook
for the oil services industry.

Singapore

Alter suffering badly in eary 2003
because of the outbreck of SARS the
domestic Singaporean economy showed
signs of picking up during the last year.
However, there are few aftractive
companies with direct exposure ta the
domestic economy and we believe that the
high dividend yields on the shares of less
economically sensilive companies will
make them beffer investments in the long

MANAGERS’ PORTFOLIO REVIEW

run. We made net additions during the
year, including purchases of Jaya Holdings
and Keppel in view of the favourakle
outlock for the offshore cil exploration and
production indusiry.

Taiwan

The industrial mix of the Taiwanese
economy has some similariies with that of
Korew and so ifs export sector is sulfering
from some of the same difficulties os o
result of higher raw matericl costs and
downward pressure on the prices of
electionic goods. However, Tatwan is
starting from a more favourable posiiion,
with a very large current account surplus,
lower inflation and a strengthening
property market. The matket has been
buffeted by tensions with the mainland and
investars were disappointed that President
Chen was narrowly reelected rather than
replaced by a more conciliatery alternative.
The uncerain ouflack for technology shares
also contibuted to market volatility. As @
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MANAGERS' PORTFOLIO REVIEW

result of these concarns, the shares of quite
o number of sound comoanies now appear
very altractively rated and we are
encouraged by a frend 1o pay higher cash
dividends. This makes us comfortable with
our heldings in Taiwan despite the difficult
background.

Indonesia

The Indonesian economy had showed
signs of strength in late 2003, with GDP
increasing and inflation falling. However,
since January 2004, uncertainties resulting
from the lengthy parlicmentary and
presidential election processes, volatile
commadity prices and the likely
comsequences of higher ol prices have
dampened the picture. The currency has
been weak recently and economic growth
could ke further threatened by government
measures lo reduce market fiquidity, such
as the increasing of reserve reguirements
for banks. We added a few new holdings
in Indonesia, such as Bumi Resources and
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United Tractors, on the basis of our positive
view on the outlock for the coal industry.

Philippines

The frequent hostility of politicians and the
courts towards business and sound mocior
econamic policies has made the Philippines
one of the least successful economies in the
region. Having gained a new sixyear
mandate, Presidant Arroyo has made much-
needed fiscal consolidation a pricrity but 1t
may be difficull to achieve. One of our
long-standing holdings, SPI Technologies,
was taken over during the year and as part
of the restruciuring ahead of this deat we
received shares in eTelecare, an unguoted
callcentre operator, through o distribution
to shareholders.

Thailand

In 2003 the Thai economy grew by 6.6%,
with property prices and consumer demand
being particularly strong. Indeed, the
govermment has infroduced various

measures aimed at cooling the property
market and, cfter previously taking some
profils in land & Houses, we tock the view
that conditions within the Thai property
market were unlikely fo gat any befter and
scld the remaining holding. However,
problems remain. Thailand is likely o be
significantly adversely affected by high oil
prices, with official growth forecasts
already being cut by approximately 1%
and inflation has started fo rise. There has
also been, ahead of elections early in
2005, an erosion of confidence in Prime
Minister Thaksin Shinawatra, who
cancelled the privatisation of the Electricity
Cenerating Authorilty of Thalland due to
warker profests and made a failed attempt
to take a stake in liverpool FC using public
money. Lastly, there are concams aboul
bad dabis within the banking sector. We
made net sales during the year, taking
profits in National Petrochemical ond Siam
Cement.




Review of Investments

A review of the Company’s ten largest investments as at 31 July 2004 is
given below and on the following page.

BAT Malaysia

BAT Malaysia is the domincnt tobaceo
monufceturer in Molaysia. The merger
between Rothmans and BAT srengthened
the position of the company and it now
commands a market share of around
70%. The enhanced economies of scale
have helped preserve the high refurns on
capital that BAT Malaysia enjoys.
Meanwhile the company has confinued
with its policy of returmning any surglus
capital to shareholders.

Couniry Malaysia
Valuation £1,993,000
% of lotcl assets 4.2%

Unilever Indonesia

Unilever Indonesia, an 85% owned
subsidiary of the mulinational corporation,
manufaciures and distributes o range of
consumer producis in Indonesia. The
strength of its brand portfolio, togelher with
a well established disiribulion network,

mean that the company continues to
prosper.

Counfry Indonesic
Valuation £1.200,000
% of total assets 4.0%

Petrochina Co.

Petroching is one of two Integrated
Chinese oil majors, operating primarly in
the north of the country. Its high costs and
favourable 1ox regime make it particularly
sensilive 1o increases in the oil price.
China’s rampant energy demand growth
underpins both Pefroching’s own volume
growth and also ongoing tighiness in
world markets, which should make that
sensitivity work in Petrochina’s favour.

Country China
Vatuation £1,503,000
% of total assets 3.2%

REVIEW OF INVESTMENTS

CNOOC

China National Offshore Cil Corp
[CNOOC) engages in the exploration,
development and preduction of crude oil
cnd naturel gas in offshore regions in
China. The group boasts @ strengthening
reserve ond praduction profile in both oil
and gas after a number of successful new
finds and they have a good tack record
of negoliafing volue enhancing
ccquisifions. There is clso the prospect of
further special dividends on the back of a
higher oil price.

Ceuniry Chira
Yaluation £1,487,000
% of tolcl assets 3.2%
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REVIEW OF INVESTMENTS

Cheung Kong

Cheung Kong is one of Hong Kong's
largest and best run residential property
developers. | is also the major
shareholder in Hutchison Whampaa,
Hong Keng's leading industrial
conglomerate whase primary
businesses include container porfs,
telecommunications, property and ratail,

Country Hong Kong
Valuation £1,486,000
% of total assets 3.1%

Samsung Corporation

Samsung Corporation was once the
trading operation and flagshie company
of the Samsung chaebol. It now operates
construction and retall businesses
alongside the traditional rading aclivities
and its investment holdings in Samsung
affilictes, which include Samsung
Flectronics. We believe that there is
substantial hidden value in the company
and that the restructuring which has been
ongoing over the past five years will
continue, leading to o reoppraisal of the
company’s true value.

Country Korea
Valuation £1,426,000
% of total assets 3.0%
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Bumi Resources

Bumi Rescurces is a highly leveraged
Indonesian coal company. Its high level of
debt is the result of the acquisition of one
of the largest ceal mires in Indonesia.

As production expands eamings should
rise rapidly. It enjoys significant cost
advantages owing fo low production and
fransport costs to the rapidly growing East
Asian markets.

Country Indonesica
Valuation £1,391,000
% of total assets 2.9%

Pacific Basin Shipping

Pacific Basin Shipping is a bulk shipping
company which specidlises in the shipping
of minor bulks {e.g. timber and grains) in
handysize ships in the Pacific region.

A high progortion of the current handysize
fleet is old and the fleet size is expected
fo confract as scrapping becomes a more
economically attractive option. With a
relatively low average age of its ships

(& vears], an improving supply-demand
balance and an experienced management
team with a good track record, the
company is well-ploced to capitalise on
favourable market conditions.

Country Hong Kong
Valuation £1,314,000
% of tolal assels 2.8%

Malaysia International Shipping
Corporation

Malaysia International Shipging is the
targest shipping company in Malaysia,
with B5% of earnings coming from long
ferm contracts in NG transportation.
The recenl acquisition of American Eagle
Tankers complements the ING
transportation business with a weli-un
petroleum tanker business, enhancing
MISC's geographic reach and access to
clients such as Shell and BP.

Country Malaysia
Yaluation £1,228,000
% of total assets 2.6%

Sinopec

China Petroleum ond Chemical
Corporation {Sinopec] is a Chinese
integrated pelricleum and petrochemical
company. In addition to exploring for and
preducing ol and gas, Sinopec owns
refineries which manufacture a wide
variety of pefroleum and petrochemical
products. The company has o dominant
posifion in the world's fastestgrowing oil
market and is currently upgrading its
refining capacity and sxpanding its
pipeline networks.

Country China
Vealuation £1,204,000
% of total assets 2.6%




Name

LIST OF INVESTMENTS AS AT 31 JULY 2004

Market value

Business 2000 %
Hong Kong and China
ASM Pacific Technology Semiconductor equipment manufacturer 230
BOC Hong Keng Banking 19
Cheung Kong Property developer 1,486
China Telecom Telecommunications services provider 814
CNOOC Ol and gos exploration and praduction 1,487
CNPC Hong Kong Oil ond gas exploration and preduction 813
Cenway Motors Car manufacturer 660
Elec & Eliek International Electronics components monufacturer 744
Guangdeong Kelon Household aurable goods manulacturer 462
Heng Kong Exchanges & Clearing Stock exchange BOS
Hysan Devalopmeants Property developer 1,090
li & Fung Supply chain management 784
Crient Overseas International Shipping campany 595
Pacific Basin Shipping Shipping company 1,314
Petrochina Co. Integrated ail company 1,503
Sinopec Integrated oil company 1,204
TCl Internctional TV and hendset manufacturer 616
16,286 34.4
Korea
Cheil Communications Advertising ogency 410
Cheil Industries Industrial conglomerate 250
Dongkuk Steel Mill Steel manufacturer 603
Fine Tec Corp Industric] materials manufacturer 347
Hyundai Marine & Fire Insurance 508
Jeil Pharmaceutical Drug manufacturer 180
Korea Line Shipping company 772
Sl Security senvices provider 682
SOl Oil refiner 534
Somsung Corporation Construction ond teding company 1,426
Samsung Heovy Industries Shiphuilder 512
SK Corp Ol refining and markefing 445
STX Shipbuilsing Shigbuilder 4372
7,141 15.1
Malaysia
Astro All Asic INetworks Sateflite TV operator | 208
BAT Malaysia Tobaceo 1,993
1 Crest Patroleum Qil services 193
10 Diversified industrial 771
MAA Holaings Insurcnce 365
Malaysia Intemationel Shipping Corporation Shipping company 1,228
Maxis Communication Wireless telecommunications provicer 446
Scomi Group Qil services 654
Tanjong Lottery operator 395
Telekom Malaysia Fixed line telecommunications services provider 596
6,939 14.7

tdenctes tolding partiy or whally in warrarts.
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LIST OF INVESTMENTS

Name

Market value

Business £'00C %o
Singapore
CepitoMall Property Trust Property trust 725
Comfortdelgro Vehicle leasing and engineering services 8&1
Fortune Real Esiate Investment Trust Property trust 540
Haw Par Corporation Healthcore praducts manufocturer 191
Joyo Holdings Shipbuilder 478
Keppel Corp. Industrial conglomerate 641
MobileCne Wireless telecommunications provider 1,087
Singapore Exchange Stock exchange 623
Unisteel Technolagy Electronics equipment manufacturer 547
Venlure Electronics manufacturer 399
6,092 12.9
Taiwan
Ching Stesl Steel manufacturer 550
Chung Hwa Pulp Pulp and paper manufacturer 332
Hon Hai Precision Industries Confracl monufacturer 855
Hung Peo Rea! Estate Development Property developer 677
MNan Ya Plastics Plastic and chemical fibre manufacturer 34
National Petraleum Petrol station operator 416
Pihsiang Machine Manufacturing Electic scooter ond whestchair manufacturer 329
Synnex Technology Internations! Electronic aquipment distributor 400
Taiwan Celivlar Wireless lelecommunications provider Q22
Tawan Cement Cement manufocturer 363
Wan Hai lines Shipping company 576
5,454 11.5
Indonesia
Bumi Resources Coal mining 1,391
Infernational Nickel Indonesia Nicke! mining 349
Telekom Telecommunications services provider 583
Unilever Indonesia Consumer preducs manufacturer 1,900
Unitea Tractors Heowy equipment manufaclurar 704
4,927 10.4
Philippines
*telelecore Calbcentre operator 42
RFM Corporalion Foad manufacturer and distritbutor 0
SM Prime Holdings Shopping mall operater 354
Selid Groug Electronics monutacturer and distributor AD
466 1.0
Thailand
MBK Development Property developer and rice dishibutor 245
245 0.5
Value of equity stocks 47,357
Warrants having an element of equity 163
Total Invesiments 47,550 100.5
Net Liquid Liabilities [245) (0.5)
Total Assets o Market Value 47,305 100.0

“denotes unlisted security,

Tdercies rolding oarly or whoiy  warrants,
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TEN YEAR RECORD

Capital
Equity Net Diluted net

At Total Bank shareholders’ asset value assel value Share
31 luly assefs* loans funds per share per sharet price Discount§

£:000 £'000 £'000 p p o %
1694 20,300 - 20,300 432.65 49.85 45.50 8.4
1995 19,565 - 19,565 47.84 47 84 44 .50 70
1998 40,266 - 40,266 51.07 51.07 48.00 60
1697 46,886 - 46,886 5947 59.47% 51.00 14.2
1998 22,591 - 22,591 28.65 28.65 23.25 18.8
199G 38,124 2170 34,954 44.33 4433 37.00 16.5
2000 49 649 6,009 43,640 5535 55.35 46.75 15.5
2001 37713 - 37713 47.83 4783 38.50 19.5
2002 38,729 - 38,729 50.63 50.63 45.50 10.1
2003 40,801 - 40,801 53.34 - 4825 9.5
2004 47,305 - 47,305 61.84 - 56.75 8.2

* Toral assets comprise ‘ofal assets less current liabilities and deferred tax, before deduction of bank loans.

1 The diluted net asse! value per ordinary share figures hove been coleulated in accardance with FRS14 "Tarings per share’ {see noe 17, poge 37).

1 The diluted net osset value at 31 July 1997 has been restated with the adoption of FRS14. The previously reported fully diluted net asser value was 58.8%p.
§ Discount is the difference between Pacific Horizon's quoted share price and ifs underlying nef asse: value.

Revenue Gearing Ratios
Available Dividend per Total

Year fo Gross for ordinary Earnings per ordinary share expense Actual Potential
31 july revenue shareholders ordinary share** {net) ratiot gearingf gearing9q

£000 £000 p p %
1994 437 107 0.26 0.1 1.69 @1 100
1995 524 202 0.49 0.35 1.37 Q5 160
1996 817 349 067 0.30 1.08 Q7 100
1997 1,098 398 0.51 .35 1.00 89 150
1998 1,629 388 1.12 0.90 0.83 80 100
1959 733 228 .29 0.20 1.20 107 109
2000 1,183 175 0.22 0.20 1.3C 111 114
2001 1.378 507 0.64 0.45 1.04 o8 100
2002 1,442 504 0.66 0.45 112 o8 100
2003 1,263 514 0.67 0.45 099 Q8 100
2004 1,858 786 1.03 0.70 1.14 99 100

** The caleulation of sarnings per share is based on the nat revenie from ordinary activities afer taxation and the weighted average numbar of ordinary sharas [ses
note 8, page 34}, There was no dilution of eamings per share in any of the years 1994 1o 2004,

11 Ratio of total operating cosls against average sharenolders’ funds.

1 Total assets (inchuding all debr used for invesimen: purposes) less all cash and fixed interesi securities (ex converibles) divided by shareholders’ funds.

19 Teran ossets (including all def used for invesiment purgoses) divided by sharehalcers’ furds.

Cumulative Performance (taking 1994 as 100)

Share price Index Index {in Earnings Retait
At Net osset volue  Net asset valve Share total {in sterling  sterling ferms}  per ordinary price
31 July per share total return§§ price return§§ terms)t$1  total returnttt share indexttt
1994 100 100 100 100 100 100 100 100
1005 96 Q7 8 a8 GQ 101 188 104
1996 103 104 105 108 101 104 258 106
1997 120 120 112 115 104 110 196 102
1998 38 59 5] 53 40 44 431 113
199G 8% 24 81 88 74 82 112 115
2000 111 118 103 P12 75 85 85 118
2001 6 102 85 Q2 53 &1 246 120
2002 102 109 100 111 52 62 254 122
2003 107 116 106 119 53 64 258 126
2004 125 136 125 141 53 46 396 130
Compound annual returns
5 yaar 6.9% 7.5% 8.9% ?.8% (6 3%) {4.2%) 28.9% 2.5%
10 vear 2.2% 3.1% 2.2% 3.5% {6.1%] {4.1%) 14.8% 2.6%

§§ Source - AITC.
111 Source: Thomson Firancial Datastreamr.

The 'C" share issue in April 1996 raised approx. £21.5m increasing the issued share capiial from 40,893,211 10 78,841,160
Past performance is ro guarantee of future performance.
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DIRECTORS' REPORT

Directors’ Report

The Directors have pleasure in submitting their
Annual Repert together with the resulis of the
Company for the year o 31 July 2004,

Review of Activities

During the year under review the Company
has followad the nommal aclivilies of an
investment frust company. A review of the main
fectures of the year is contained in the
Chairman's Statement and in the Managers’
Overview and Portfolio Review and the Review
of Investments on the preceding pages.

Dividend

The Board recommends a final dividend of
0.70p per ordinary share.

If approved, the recommended final dividend
on the ordinary shares will be paid on

@ November 2004 1o shareholders on the
register at the close of business on

15 Celober 2004,

18 ANNUAL REPORT 2004

Alter payment of the dividerd the
accumulated revenue balance is increased by
£251,000 to £1,48C,000.

Status

The Company is an investment company
within the meaning of section 266 of the
Compuanies Act 1985,

The Cempany carries on business as an
investment frust, it was Gpproved by the
Inland Reverue as an investment frust under
section 842 of the Income ond Corporation
Taxes Act 1988 for the year ended 31 July
2003, subject to any matters that may arise
from any subsequent enquiry by the Inland
Revenue into the Company's tax refurn. In the
opinion of the Directors, the Company has
subsequently conducted iis affairs so as to
enable il to continue to obigin such cpproval
and it will continue to seek approval under
section 842 of the Income and Corporation
Taxes Act 1988 each year.

Duration of the Company

At the Extraordinary General Meeting of the
Company held on 27 May 2002, the
shareholders approved the resolution
pastponing unfil the 27 May 2007, or such
later date as the shareholders reso[ve, the
obligation on the Directors to convene an
Exiracrdinary General Mesting at which a
resolution will be proposed pursuant to
section 84 of the Insolvency Act 1986 to
wind the Company up voluntarily. At such
Exiraordinary General Meeting every
shareholder present in parson or by proxy
and enfitled Io vole shall be obliged to vete
in favour of such resolufion and any votes
purported to be cast against such resclution
shall not be counted as valid votes.

Corporate Governance

Compliance

The Board has considered the principles set
aut in the 1998 Combined Code fthe "1998
Code") and has alse considered the revised




Combined Code on Corporate Governance
{the “revised Code"), which was published in
July 2003. The Board believes that the
Company's curtent practice, given the special
circumstances of an investment frust company,
is in all material respects consistent with the
principles of the 1998 Code and that it has
tcken the necessary steps fo comply with the
principles of the revised Code that are
relevant to 1t.

The Board believes that the Company has
complied fhroughout the year under review
with the provisions set out in Section 1 of the
1998 Code which are relevant to it, unless
otherwise stated below.

The Board

The Board has overall respensibility for the
Company's affairs. it has a number of matters
reserved for its approval including Beoard
appointments, sirategy, investment policy,
boriowings, freasury malters, dividend ond
cerporate governonce policy. Full and fimely
information is provided 1o the Board 1o
enable the Board fo tunction eltectively and
to allow Directors to discharge their
responsibilities. The Board also reviews the
financial statements, investmeant transactions,
revenue budgets and parformance.

The Board curently comprises four Directars
all of whom are non-executive and are
considered to be independent of
management and free from any businass or
other relationship which could interfere with
the exercise of their independent judgement,
Mr BCP McDougall was a senior partner of
Bailie Giftord & Co until he refired on

30 April 1699, He is also a director of

The Manks Investment Trust PLC which is
managed by Baillie Gifford & Co. The Board
fokes the view that independence is not
compromised by length of service and that
experience adds significantly to the sirength
at the Board. Given the size and compasition
of the Board it was not felt necessary 1o have
@ senior independent director. The execulive
responsibilities for investment management
have been delegated to the Company's
Managers and Secretaries, Baillie Gilford &
Co, and in the context of a Board comprised
entirely of non-executive Directors, there is no
chief executive officer.

The Cirectors all have appropriate business
and financial experience to enable the Board
to provide effective sirategic leadership and
proper govemance of the Company.
Information about the irectors, including
their relevant experience, can be found on
page 5.

The number of meetings of the Board and the
Audit Commiliee during the year and the
attendance of the individual directors ot those
mesfings s shown in the following lable.

Audit

Board  Committee

Number of meetings ') 2
DCP McDougall & 2
PD Griffiths * 2 1
P Mackay 6 2
JGK Matterson 5 ]
M Morrison 5 2

*ratired 28 Octoher 2003

Given the nonexecytive nature of the
Board a separate nominations commilles
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has not been established and this function
is fulfilled by the Board as a whole. An
evaluction of the performance of the Board
and its Directors will be carrdied out in

2005.

New directors appointed o the Board hove o
formal induction meefing with the Manager.
Directors will receive other relevant training as
necessary.

During the course of the year the Board
reviewed 15 composition having 1egerd to the
present and fulure needs of the Company
and the need for o balanced Board.

Mr PD Griffiths refired during the year and
Miss |GK Matterson was appointed during
the year.

Under the provisions of the Company's
Articles, a Director appointed during the year
is required to refire and seek election by
shareholdess al the next Annual General
Meeting. The arficles clso require that one
thirel of the Directars retire by rotation and
submit themselves for re-election. In addition,
all Direclors are required ko submit
thernselves for re-election of least avery three
years. Directors with more than 9 years
service will be required 1o submit themselves
for rerelection annually with effect from

2005.

NMr P Mackay refires by rotation and will offer
himself for reelection at the Annual General
Meefing. The Board recommends his
reelection 1o shareholders.

There is on agreed procedure for Directors to

seek independent professional advice i
necessary at the Company's expense. The
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Company also maintains Directors’ and
Officers' Liability insurance.

Remuneration

Since all the Directors are norrexecutive,
Remunerction Commities is considered
unnecessary. The Company's policy on
remuneration is set out in the Directors’
Remuneration Repoit on pages 23 and 24.

Internal Controls and Risk Management
The practical measures to ensure
compliance with regulation and company
law, and to provide effective and efficient
operations and invesiment management,
have been delegated to the Managers and
Secretaries, Baillie Gifford & Co, under the
terms of the Management Agreement. The
Board acknowledges its responsibilities o
supervise and conirol the discharge by the
Managers and Secrefaries of their
obligations.

Baillie Gifford & Co is responsible for the
design, implementation and maintenance of
control policies and procedures fo safeguard
the assets of the Company and to manage its
affairs properly. This respansibility also
extends lo maintaining effective operational
and compliance controls and risk
management.

The Company's investmenis are segregated
from those of Baillie Gifford & Co and its
other clients through the appointment of
The Bank of New York as independent
custodian of the Company's invesiments.

Baillie Gifford & Co has an established

compliance function in accordance with the
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Financial Services Authority regulations. The
compliance funclion provides the Board with
a report on monitoring procadures at least
annually. Baillie Gifford & Co conducts an
annual review of its system of internal controls
which is documented within an internal
contrels report. This report is independently
reviswed by Baillie Gifford & Co's aquditors.
A copy of the inferal controls report is
submitted to the Board. The Baillie Gifford &
Co heads of Business Risk & Internal Audit
and Regulatory Risk provide the Board with
reguicr reports on Baillie Gifford & Co's
menitoring programmes.

The Directors acknowledge their responsibility
for the Company's system of intemal conirols
and for reviewing its effectiveness. The system
of internal controls is designed 1o manage
rather that eliminate risk and can only provide
reasonable but not absolute assurance
against material misstatement or loss. The
Diractors confirm that they have reviewed the
effectivenass of the system and they have
procedures in place to review its effectiveness
on a regular basis.

The Board has undertaken a full review of all
aspects of the published guidance “Internal
Confrol: Guidance for Directors on the
Combined Cods" {the Tumbull guidance]
and has established an ongoing process for
identifying, evaluating and managing the
significant risks faced by the Company, in
accordance with the Tornbull
recornmendations. Te ensure that risk
management and internal controls are
cansidered on a regular basis and that a full
risk and control assessment is undertaken an
an annual basis, the following processes

have been esfablished in compliance with the
guidcnee;

« internal controls strategy has been
formalised following the productien of a
defailed risk map whereby significant risks
are identified and the key contrels to
manage these risks are confirmed as in
place and operating effectively;

reporting procedures for the Business Risk &
Infernal Avdit department, in respect of its
risk framework monitering and audit
programme, and the Regulatory Risk
department, in respect of its regulatory
monitoring programme, are defined and
formalised within a service level
agreement; and

reguiar reports on interncl controls are
prepared by the Managers and submitied
for Board review.

These procedures ensure that consideration is
given regularly to the nature and exfent of
the risks facing the Company and thet they
are being actively monitored. Where
changes in risk have been identified during
the year they also provide a mechanism 1o
assess whether turther action is required to
manage the risks identified. The Board
confirms that these procedures have been in
place throughout the Company's financial
year, are operaling effectively and continve
fo be in place up to the dote of approval of
this Report.

Accountability and Audit
The respective responsibilities of the Directors
and the Auditers in connection with the

Financial Statements are set out on pages
2510 27,




Directors’ Interests

The Direciors at the end of the year under review, and their interasts in the Company, were as

follows:
Ordinary 10p shares held at

Name Nature 31 July 2003 or

of interest 31 July 2004 date of appointment
DCP McDougall Beneficial 793,853 793,853
P Mackay Beneficial 14,181 11,074
JGK Matterson Beneficial 50,000 30,00C
M) Marrison Beneficial 10,000 -

An audit commitiee has been established in
compliance with the Combined Cede
consisting of cll the independent non-
executive directors [the entire Board). Its
authority and dulies are clearly defined within
its writien terms of reference which are
available on request. The Chairman of the
Board is Chairman of the Audit Committee.

The Committee meets af least twice a yeor o
review the Company's interim and annual
financial statements. The Committee keeps
under review the scope and effectiveness of
the external audit and considers on a regular
bosis the independence and ohiectivity of the
axternal Auditors. It meets ot least annually
with the external Auditors and approves the
level of fees for audit and non qudit services.
It also reviews reguiarly the terms of the
Investiment Management Agreement.

Going concern

The accounts have been prepared on the
going concern basis as it is the Directors’
opinion that the Company will continue in
operational existence for the foreseeable
future.

Investment Manager

An Investment Management Agreement
between the Company and Baillie Gifford &
Co sats out the matters aver which the
Managers have authority in accordance with
the policies and directions of, and subject to
restrictions imposed by, the Board. The
Management Agreement is terminable on not
fess than twelve months” notice. Details of the
fee arrangements with Bailiie Gifford & Co
ara shown on page 32.

The Board considers the Company's
investment management and secrefaricl
arangements on a continuing basis and a
formal review is conducted annually. The
Board considers, amongst other matters, the
following topics in ifs review: invastment
performance in relafion to the investment
policy and strategy; the continuity of
personnel managing the assefs and reporting
to the Board; the level of service provided in
terms of accuracy and timeliness of reports to
the Board and the quality of communications
with shareholders. Fallowing the most recent
review the Board is of the opinion that the
continved appointment of Baillie Gifford &
Co as invesiment managers, on the lerms
agreed, is in the interests of shareholders.

Baillie Gifford & Co give due weight to
what they consider to be socially responsible
investment when making investment
decisions, but their overriding chiective is to
produce good invastment retums for
shareholders.

Relations with shareholders

The Company’s Managers meet regularly
with shargholders and their representatives
and report to the Board. The Chairman is
available 1o meet with shareholders as
appropricte. Shareholders wishing to
communicate with the Chairman or any other
member of the Board may do so by wiifing to
him ct the address on the back cover. The
Company’s Annual General Meeting
provides a forum for all communication with
shareholders and the Board announces the
level of prexies lodged. The nofice peried for
the Annual General Meefing is at least

20 working days.

DIRECTORS' REPORT

The Company has given discretionary voting
powers 1o the investment managers, Baillie
Gifterd & Co. The Managers vote against
resolutions they consider may damage
shareholders’ rights or economic interests.

Directors

Information abeut the Directors, including
their relevant experience, can be found on
poge 5.

Mr PD Griffiths retired from the Board on
28 Cctober 2003.

Miss JGK Matterson was appointed to the
Board on 2 September 2003, Her
appoiniment was ratified af the Annual
General Mesting on 28 October 2003.

Mr P Mackay refires by rofation and being
eligible offers himself for re-elecion.

Mr P Mackay participotes in the Baillie
Gifford lnvestment Trust Share Plan and
purchases a number of shares in the
Company on a manthly basis. By this method
he acquired an additional 257 shares on

17 August 2004 in which he has o
beneficial inferest.

Thers have been no other changes infimated
in the Diractars’ interests up to 9 September

2004,

Share Capital

Authority to issue shares for cash to
participants of the share plan when the share
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price stands af a premium fo the net asset
value was renewed for the period of five
years at the Annual General Mesfing of the
Company held on 24 October 2000. The
authority is limited to a maximum number of
ordinary shares with an aggregale nominal
valve of £394,209.32 theing the amcunt
equal to 5% of the issued share capital af
31 July 2000].

During the year no ordinary shares were
allotted for cash under the Baillie Gifford
tnvestment Trust Share Plan.

At the Extraordinary General Meeating held
on 25 April 2001 shareholders approved,
and the warranlheclders sanctioned and
consented to, the Company reducing its
share premium account and authorising the
Company to make market purchases of up to
11,818,395 shares lequivalent to 14.99%
of its issved share capital at 25 April 2001},
such authority to expire on 24 October
2002 unless praviously varied, revoked or
renewed.

The passing of the resclution to reduce the
share premium account of the Company was
conditional on the conlirmation of the High
Court of Justice in England end YWales which
was confirmed by the Court on 23 May
2001,

The authorily was renewad ot the Annual
General Meeling on 28 October 2003 in
respect of 11,465,401 shares [equivalent 1o
14.99% of its issued share capital ot that
date).

Curing the year to 31 July 2004 and
between 1 August 2004 and the date of this
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Substantial Holdings

Number of ordinary

Name 10p shares held % of issue
A & OT Investment Limited * 12,241 743 16.0
Rio Tinto plc 3,750,000 4.9

* Discretionary client of Baillie Gifford & Co.

The cbove information has been infimated 1o the Company as af @ Sepiember 2004 in
compliance with section 198 of the Companies Act 1985.

report the Company has nol bought back any
shares for cancellation.

The principal reasons for such share buy-
backs are:

[ii to enhance net asset value for continuing
shareholders by purchasing shares ot o
discount to the prevailing ret asset
value;

i) to address any imbalance betwesn the
supply of and the demand for Pacific
Herizon's shares that resulfs in o |orge
discount of the quoted market price to
the published net asset value per share.

The Directors are seeking shareholders'
approval at the Annual General Mesefing to
renew the authority fo purchase up to
14.99% of the Company's ordinary shares in
issue at the date of the passing of the
resolution, such authority to expire af the
Arpnual General Meeting of the Company 1o
ke held in 2005 or 4 May 2006. Under the
Lisfing Rules of the UK Lisiing Authority of the
Financial Services Autherity, the maximum
price that may be paid on the exercise of the
authority must not exceed 105% cf the
average of the middle market quotations for
the shares over the five business days
immediately preceding the date of purchase.
The minimum price that may be paid will be
10p per share. Purchasss of shares will be
made within guidelines esiablished, from time
1o fime, by the Board. Your atention is drawn
i Special Resolution No. 7, in the Naotice of
Annual Genaral Mesting.

Creditor Payment Policy

Itis the Company’s payment policy for the
forthcoming financial vear to obiein the best
terms for all business. In general, the
Company agrees with its suppliers the ferms
on which business will take place and itis s
policy to abids by these ferms. The Company
had no trade creditors at either 37 July 2003
ar 31 July 2004,

Auditors

The Auditors, Emst & Young UP, are willing to
continve in office and in accordance with
section 385 and section 390A of the
Companies Ad 1985 resclutions concerming
their reappointment and remuneration will be
submitted to the Annual General Mesting.

By order of the Board

BAINE GIFFORD & Co
Managers and Secrefaries
10 September 2004

(SN Qe ¢




Directors’ emoluments for the year (audited)

2004 2003
£ £

Directors who served during the year:
DCP McDougall [assumed the Chair 28 Ccolober 2002) 15,000 11,052
P Mackay 10,000 8,000
JGK Matterson {appointed 2 September 2003] 7,630 -
M) Marrison lappointed 3 September 2002) 10,000 7,288
42,630 26,340

Past Directors:

M Hamilton {Chairman, retired 28 October 2002) - 2,926
PD Griffiths (retired 28 October 2003) 2,438 8,000
45,068 37,266

The Directors who served in the year received the above emcluments in the form of fees.

DIRECTORS” REMUNERATION REPORT

Directors’ Remuneration Report

The Board has prepared this repert in
accordance with the requirements of
Schedule 7A 10 the Companies Act 1985.
An ordinary resclution for the approval of this
repoit will be put to the members at the
forthcoming Annual General Mesting.

The law requires the Company's auditors to
audit certain of the disclosures provided.
Where disclosures have been audited, they
are indicated os such. The ouditors” opinion is
included in their report on pages 26 and 27.

Remuneration Committee

The Company currently has four Directors, all
of wham are non-executive. There is no
separate remunerafion commitiee and the
Board as o whele considers changes to
Directors’ feas from time to time. The Directars
who served during the year under review
were Mr DCP McDougall, Mr PD Griffiths
frefired 28 QOctober 2003), Mr P Mackay,
Miss |GK Malterson [appeinted 2 September
2003}, and Mr M) Morison. Baillie Gifford
& Co, who have been appointed by the

Board as Managers and Secretaries, provide
advice and comparative information when the
Board considers the level of Directors’ fees.

Policy on Directors’ fees

The Board's policy is that the remuneration of
Directors should be sef at o rsasonable lavel
thot is commensurate with the duties and
responsibilities of the role and consistent with
the requirement to atract and retain Directors
of the appropriate quality and experience. It
should also reflect the experience of the
Board as a whale, be fair and should take
account of the level of fees paid by
cemparable investment frusts. |t is intended
that this policy will confinue for the year
ended 31 July 2005 and subsequent years.

The fees for the non-executive Direclors are
defermined within the limits set out in the
Company's Articles of Association. These
state that Directors’ remuneration shall not
exceed £60,000 per annum. This amount
may be varied by ordinary resclution in
Generat Meeting. Nanexecutive Directors

are net eligible for any ofher remuneration
apart from the reimbursement of allowable
expenses.

The Board carried out a review of the level of
Directors” fees in 2003, and concluded that
the fees should be increcsed from £12,000
to £15,000 for the Chairman and from
£8,000 1o £10,000 per Director. The

increase was effective from 1 August 2003,

Sums paid to third parties {audited)
The Directors’ fees payable to

Miss JGK Mattersen were paid o Rossie
House Investment Management. The payment
was for making her services available as a
Diractor of the Company.

Directors’ service contracts

It is the Board's policy that nona of the
Directors has a service contract. All of the
Directors have been provided with ravised
appointment letters dated 31 August 2004,
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DIRECTORS” REMUNERATION REPORT

Directors’ service details

Date of Due date for

appointment reelection

DCP MeDougail 25 November 1992 AGM 2005
P Mackay 27 Juns 2001 AGM 2004
JGK Malterson 2 Sepfember 2003 AGM 2006
M Morrison 3 September 2002 AGM 2005

The terms of their appointment provide that a
Director shall refice and be sublect 1o 1
election af the first Annual General Meeting
after their appointment. Therecher they are
obliged to refire by rotation, and, i they
wish, to offer themselves for reelection, at
least every three years alter that. Directors

Performance Graph

with more than 9 years service will submit
themselves for re-election annually with effect
trom 2005. There is no notice peried and no
provision for compensation upon sarly
termination of appoiniment,

Company performance

The graph opposite compares for the five
financial years ending 31 July 2004, the
total return fassuming all dividends are
reinvested] o ordinary shareholders
compared to the lotal shareholder retum on o
notienal investment made up of shares in the
component parts of the FTSE All-Share Index.
This index was chosen for comparison
purposes, as il is a widely used measure of
performance for UK listed companies.
[Comparcfive index provided for information
purposes only.]
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Approval

The Directors' Remuneration Report on pages
23 and 24 was approved by the Board of
Directors and signed on its behalf on

10 September 2004,

DCP McDOUGALL
Chairman

bt Ao an,




Company low requires the Directors to
prepare financial stalements for each finencial
year which give a tue and fair view of the
state of affairs of the Campany and of the
profit or lass for that period. In prepering
those financial staternents, the Directors are
requited to:

select suitable accounting policies and then
apply them consistently;

make judgements and sstimaies that are
reasonable and prudent; and

stafe whether applicable accounting
standards have been followed, subject to
any material departures disclosed and
explained in the financial siatements.

The Directors are responsible for ensuring that
proper accounting records are kept which
disclose with reasonable accuracy ot any
time the financia! posifion of the Company
and 1o enable them to ensure that the
financicl statements comply with the
Companies Act 1985. They have general
responsibility for taking such steps as are
reasoncbly open to them to safeguard the
assets of the Company and to prevent and
detect faud and other iregularities.

STATEMENT OF DIRECTORS' RESPONSIBILITIES
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INDEPENDENT AUDITORS' REPORT

Independent Auditors’ Report

to the members of Pacific Horizon Investment Trust PLC

We have audited the Company's financial
statements for the year ended 31 July 2004
which comprise the Statement of Total
Return, Balance Sheet, Cash Flow Statement
and the related notes 1 to 22. These
financial staterents have been prepared on
the basis of the accounling policies sef out
therein. We have also cudiled the
information in the Directors’ Remuneration
Report that is described as having been
audited.

This report is made solely 1o the Company’s
members, as a body, in accordance with
Saction 235 of the Cempanies Act 1985.
Our audit work has been undericken so that
we might state to the Company's members
those matters that we are required lo state to
them in an auditors’ report ond for no other
pupose. To the fullest extent permitied by
law, we do nof accept or assume
respensibility to anyone other than the
Company and the Company's members as o
bady, for our audit work, for this report, or for
the opinions we have formed.
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Respective responsibilities of
Directors and Auditors

The Directors are responsible for preparing
the Annual Report, including the financial
statements which are required to be prepared
in accordance with applicable United
Kingdom law and accounting standards as
sef out in the Starement of Direciors’
Responsikilities in relation to the financial
staternents.

Our responsibility is fo audit the financial
siatements and the part of the Directars’
Remuneration Report to be audited in
accordance with relevant legal and
regulatory requirements, United Kingdom
Auditing Standards and the Listing Rules of
the Financial Services Authority.

We report 10 you our opinion as to whether
the financial statements give a tue and fair
view and whather the financial siolements
and the part of the Directors’ Remuneration
Report to be audited have been properly
prepared in accordance with the Companies

Act 1985, We clso report to you if, in our
opinion, the Directors’ Report is not consistent
with the financial statements, if the Company
has not kept proper accounting records, if we
have not received all the infermation and
explanations we require for our audit, or if
information specified by low or the Listing
Rules regarding directors’ remunaration and
transactions with the Company is not
disclosed.

We review whether the Corporate
Governance Statement reflects the Company’s
compliance with the seven provisions of the
Combined Code specified for our review by
the Listing Rules, and we report if it does not.
We are nof required to consider whether the
Board's statements on internal control cover
all risks and confrols, or form an opinien on
the effectiveness of the Company's corporate
governance proceduras or its risk and control
procedures.

We read other information contained in the
Annual Report and consider whether it is
consistent with the audited financial




staterments. This other information comprises
the Company Summary, Year's Summary,
Five Year Summary, Chairman’s Statement,
Directors and Management, Managers'
Owerview, Disiribution of Parifolio, Twenty
targest Equity Holdings, Classification of
investments, Managers’ Porffolio Review,
Review of lnvestments, List of Investments, Ten
Year Record, Direciors’ Report, unaudited part
of the Directors’ Remuneration Report, Notice
of Annual General Mesting, Further
Shareholder Information and Analysis of
Shareholders. We consider the implications
for qur report if we become aware of any
apparent misstatemants or material
inconsistencies with the financial statements.
Cur responsibilities do not extend 1o any
other informaticr.

Basis of audit opinion

We conducted our audit in accordance with
United Kingdom Auditing Standards issued by
the Auditing Proctices Board. An cudit
includes an examination, on a test basis, of

evidence relevant to the amounts and
disclosures in the financial siatements and the
part of the Directors” Remunaration Report to
be audited. It also includes an assessment of
the significant estimates and judgements
made by the Directors in the preparation of
the financial statements, and of whether the
accouniing policies are appropriate fo the
Company's circumstances, consistently
opplied and adaquately disclosed.

We planned and performed our cudit so as
to obtain all the information and explanations
which we considered necessary in order 1o
provide us with sufficient evidence to give
reasonable assurance that the financial
statements and the part of the Directors’
Remuneration Report fo be audiled are frae
from matericl missiatement, whether caused
by froud er other inegularity or enor. in
forming our opinion we also evalucted the
overall edequacy of the presentation of
information in the financial statements and the

pait of the Directors” Remuneration Report to
be audited.

INDEPENDENT AUDITCRS” REPORT

Opinion
In our opinion:

e The financial statements give a tue and fair
view of the state of affairs of the Company
as af 31 July 2004 and of its net revenue
for the year then ended; and

» the financial statements and the part of the
Directors’ Remuneration Report to be
audited have been properly prepared in
accordance with the Companies Act

1985,

Fooed op

ERNST &

Registerad Auditor
Edinburgh

10 September 2004
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STATEMENT OF TOTAL RETURN {incorporating the revenue account®)

for the year ended 31 July 2004 for the year ended 31 July 2003
Revenue Capital Total Revenue Capital Total
MNotes £:000 £'000 £'000 £'000 £'000 £°000
Gains on investments Q — 5,305 5,305 - 2,102 2,102
Currency gains/{losses) 16 - Q48 948 - 1200 (200
Incoma 2 1,858 1,858 1,263 - 1,263
Investment management fee 3 {493) - {493} [359) - (359
Other administrative expenses 4 {208] - {208) (177 - 177
Net return before finance costs
and taxation 1,157 6,253 7.410 77 1,902 2,629
Finence costs of borrowings 5 (58) - (58] {24] - {24)
Return on ordinary activities
before taxation 1,099 6,253 7,352 703 1,502 2,605
Tax on ordinary activities & (313} - {313} {189} - (189}

Return on ordinary activities
after taxation 786 6,253 7,039 514 1,902 2,416

far Ihe financial year olrbulable 1o equity shorehclaers

Dividend in respect cf equity shares 7 (535) - (535} {344 - (344)
Transfer to reserves 251 6,253 6,504 170 1,902 2,072
Return per ordinary share 8 1.03p 8.17p 9.20p 0.67p 2.4% A16p

* The revenue column of this stafement is the profit and loss account of the Company.
All revenug and capital items in this statement derive from conlinuing operations.

The accompanying notes cn pages 31 to 38 are an integral part of this staterment.
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BALANCE SHEET

at 31 July 2004 at 31 July 2003
£'000 2000 £'000 £'000

Fixed assets
lnvestments

Current assets
Debtors
Cash at bank and in hand

Creditors

Amounts falling due within one year 12 1210} [614)

Net current (liabilities)/assets [1195) 149

Total assets less current liabilities 47,355 40,819

Provisions for liabilities and charges

Deferred taxation 14 (50) 118
47,305 40,801

Capital and reserves

Called-up share capital 15 7 649 7 649
Share premium 65 965
Special distributable reserve 13,233 13,233
Capital redemption reserve 17,944 17,964
Copital reserve — realised 16 1,921 15,387
Capital reserve — unrealised 16 4,093 5,148
Reverue reserve 1& 1,480 1,229
Equity shareholders” funds 18 47,305 40,301
Net asset value per ordinary share 17 61.84p 53.34p

The Accounts were approved by the Board and signed on their behalf on 10 Sepfember 2004,

DCP McDOUGALL /W -
Chairman ; .

The accompanying notes on pages 31 o 38 are an integral part of this statement.
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CASH FLOW STATEMENT

for the year ended for the year ended
31 July 2004 31 July 2603

Notes £'000 £000 £'000 £'000
Net cash inflow from operating activities 19 873 431
Servicing of finance
Interest pc'\d (58] {24)
Net cash outflow from servicing of finance (58] (24}
Taxation
Corporgtion fax paid 114) (130)
Total tax paid (114) 1130)
Financial investment
Acquisitions af investments 138 QO 125,198)
Disposals of investments 36,399 25,179
Net cash outflow from financial investment (1,610} e
Equity dividend paid (344) 344)
Net cash outflow before financing (1,253) (86}
Financing
loans drawn down 15215 3.603
Loans repaid {14,138) {3,632)
Net cash inflow/{outflow) from financing 1,077 129]
Decrease in cash 20 (176) {115)
Reconciliation of net cash flow to
movement in net funds 20
Decrease in cash in the year {176) (115)
Cash {inflow) /oufflow from movement in bank loans (1,077 20
Exchonge maovement 1677 (291
Movement in net funds in the year (176) 115
Net funds at 1 August 623 738
Net funds at 31 July 447 623

The accompanying notes on pages 31 1o 38 are an inegral part of this starement.
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Notes to Accounts
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NOTES TO ACCOUNTS

Principal Accounting Policies

A summary of the principal accounting

policies as set out in paragraphs {a) to (k)
below. Al have been applied consistenily
throughout the current and preceding year.

(o) Basis of Accounting

The accounts are prepared under the
historical cost convention, modified 1o
include the revalucfion of fixed asset
investments, and on the assumption that
approval as an investment trust will
continue to be granted.

The accounts have been prepared in
accordance with applicable UK accounting
standards and with the revised Statement of
Recommended Practice ‘Financial
Statements of investment Trust Companies’
issued in January 2003, which has not led
to any changes in accounting policy.

{b} Investments
Listed invesiments are shown at middle
market value,

Unlisted investments are shown al a
valuation determined by the Directors
based upon latest dealing prices,
stockbroker valuations, net asset values and
other information, as appropriate.

(¢} Income

(i} Income from eguily investments is
brought infto account on the date on
which the investments are quoted ex-
dividend or, where no exdividend date
is quoted, when the Company's right 1o
receive payment is established.

li Interest from fixed intarest securitias is
racognised on an accruals basis, Fixed
inferest securities issued af a significant
discount or prem\’um cre accounted for
on an effsctive yield basis.

{1ii} Unfranked investment income includes
taxes deducted at source.

(iv] Interest receivable on deposits is
recognised on an accruals basis.

v IF scrip Ts taken in lieu of dividends in
cash, the net amount of the cash
dividend declared is credited to the
revenue gccount,

(d} Expenses

All expenses are cecounted for on an
accruals basis and are charged through
the revenue accouni except where they
relate directly to the acquisition or disposal
of an investment, in which case they are
cdded to the cost of the nvesiment or
deducted from the sale proceeds.

{e} Finance Costs

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

ifi Deferred Taxation

Deferred tax is recognised in respect of all
timing differences that have originated but
not reversed at the balance sheet date
where transactions or events that result in
an obligation to pay more, or right to pay
less, tax in future have occurrad at the
balance sheet date. This is subject to

deferrad tax assets only baing recognised i
it s considered more likely than not that
there will be suilable profits from which the
future reversal of the underlying timing
differences can be deducted. Timing
differences are differences arising between
the Company’s taxable prolits and s
results as staled in the financial siatements
which are capable of reversal in cne or
more subsequent periods. Deferred fax is
measured without discounling and based
on encctad fax rates,

{g) Foreign Currencies

Transactions involving forsign curencies
are converted at the rate ruling ot the time
of the transoction. Assets and liabilities in
fareign currencies are tanslated at the
closing rates of exchange at the balance
sheet dale. Any gain or loss arising from o
change in exchange rafe subsequent to the
date of the Iransaction is included as an
exchange gair or loss in the capila
reserve Or revenue reserve as appropriate.

{h} Capital Reserves

[} Copital Reserves Realised:
Gains and losses on realisation of
investments and realised exchange
differences of a capital nature are dealt
with in this reserve.

(i) Capital Reserves Unrealised :
Unrealised appreciation/depraciation
reprasents the amount by which the
market value of assets and liabilities
differs from their book value and is
dealt with in this reserve.

Income 2004 2003
£'000 £000

Income from investments

Listed oversens dividends 1811 1,246

Other income

Deposit interest a7 17

Total income 1,858 1,263

Investment Management Fee - ait charged 1o revenue 2004 2003
£'000 £'000

lnvestment management fes 493 359

Baillie Gilferd & Co are employed by the Company as Managers and Secretaries under a manogement agreement which is termincble on nat
less than twelve months’ nofice or on shorter nofice in certain circumstances. Their fee in respect of each quarter is 0.25% of tofal assels less
current liablliies and is subject to VAT at the appropriate rate.
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4 Other Administrative Expenses - ail charged to revenue

2004 2003
£:000 £°000
General administrative expenses 154 133
Directors’ fees 45 37
Auditors’ remuneration - audit services 9 7
208 177
5 Finance Costs of BOrrowings - all charged to revenue
2004 2003
£000 £°000
On bank loans 58 24
6 Tax on Ordinary Activities - all charged to revenue
2004 2003
£'000 £000
UK corporation tex at 29% (2003 - 26%) 288 173
Cwerprovision of cerporation lax previous year {4} -
Crverssas taxation 80 62
364 235
Relisf for overseas taxation (80 [62)
Tetal current tax 284 173
Deferred taxaticn {note 14| 29 14
3 189
2004 2003
£000 £000
The current tax charge for the year is lower than the standard rale of corporation tox in the UK [30%).
The differences are explained below:
Revenue retum on ordinary activiies before taxation 1,099 703
Revenue return on ordinary activiies multiplied by the standard rate of corporation tax in the
UK of 30% (2003 - 30%) 330 211
Overprovision of corparation tax previous year {4) -
Marginal small companies relief (13) 122)
Income taxable in different periods (note 14) [29) (16]
Curent tox charge for the year 284 173
Capital refurns are not included in the above analysis since, as an Investment Trust, the Company’s capital gains are not taxabls.
7 Ordinary Dividend
2004 2003 2004 2003
£00C £'000
Proposed dividend per ordinary share
{payable @ November 2004) 0.70p 0.45p 535 344
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8 Return per Ordinary Share

2004 2003
Revenue Capital Total Revenue Capital Total
1.03p 8.17p 9.20p 0.67p 2.49p 3.16p

Revenue refturn per ordinary share is based on the net revenue on ordinary activities alter taxation of £786,000 {2003 - £514,000)
and on 76,487,002 ardinary shares, being the number of ardinary shares in issue during each vear.

Capital refurn per ordinary share is based on the net capital gain for the financial year of £6,253,000 (2003 - £1,902,000) end on

76,487 002 ordinary shares, being the number of ordinary shares in issue during each year.

9 Fixed Assets — Investments

2004 2003
£000 £°000
listed at market value — Gverseas 47 508 40,670
Unlisted 47 _
47,550 40,670
Listed
Unlistedt overseqas Total
£000 £'000 £000
Cast of invesiments held at 1 August 2003 ~ 35522 35,522
Unrealised appreciation at 1 August 2003 - 5,148 5,148
Value of investmenis held at 1 August 2003 - 40.670 40,670
Movements in year:
Purchases af cost 12 37,997 38,009
Sales - proceeds - {36,434} {36,434
— realised profit on sales - 6,360 6,360
Transter as a result of distribution 75 {75) -
Decrease in unrealised appreaciation [45) (1,01C) (1,055)
Value of invesimants held ot 31 July 2004 42 47,508 47,550
Cost of invesiments held at 31 July 2004 87 43,370 43,457
Unrealised |depreciation)/appreciation at 31 July 2004 145) 4,138 4,093
Value of investments held at 31 July 2004 12 47,508 47,550
2004 2003
£000 £°000
Gains/(losses} on investments
Realised gains/{losses) on sales &,360 14,546
{Decreasel/increase in unrealised appreciation [1.055) 6,648
5,305 2,102

Ot the realised gains/(losses) on sales duing the year o net gain of £3,204,000 (2003 - net loss of £1,783,000) was included in

unreclised opprecicfion at the previous year end.

tUnlisted invesiment acquired as a distribution by its parent SP Technologies.
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10 Financial Assets

NOTES TO ACCOUNTS

A full list of the Company's investments is given on pagas 15 and 14, In addition a geographical analysis of the porffolic, an analysis of
the investment portfolic by broad industrial or commercial sector and a list of the 20 largest equity investments by their aggregate market
value are contained in the Managers” Review Section and the Review of Investments. All financial assets and liabilities cre included in the

accounts ab market value (see note 1),

Exposure 1o currency risk through asset allocation is indicated below.

2004 2003
£'000 £'000

Portfolio {currency of listing):
Horg Keng doller 16,826 13,705
Us dellar - 1,881
Korean won 7.141 5,685
Malaysian dollar 6,939 4,549
Singapere dollar 5552 4,274
Taiwan dollar 5454 3,350
Indonesian rupich 4,927 3,596
Philippine pesc 466 1,118
Thai baht 245 2,512
47,550 40,670

Cash:

UK deposits 404 536
Foreign deposits — Taiwan dollar 8 87
- US dollar 35 -
447 623

The cash deposits generally comprise call or short term maney market deposits of less than one manth which are repayable on demand.

Shert term debtors and creditors are excluded from disclosure of financial instrurments cs allowed by FRS13 other than fer currency

disclosures. The following currency amounts are included in nef current assets:

2004 2003
£'000 £'000
Income accrued:

Hong Keng dellar - 23
Korean won I -
Malaysian dollar 13 7
Singapere dollar 18 1
Taiwan dollar 119 21
Indlonesion wpich 34 1
195 13

Sales for subsequent settlement:
Hong Kong dollar a7 -
Philippine peso - Z
37 2

Included within the analysis provided chove and on pages 15 and 16 is the Company's holding in warrants which canfer the right 1o
convert into equity shares. An analysis of the currency exposure and maturity profile of these warrants at 31 July is provided below.

2004 2003
Market valye Market value
£000 Maturity date £000 Maturity date
Warrants:
Malaysian dollar 193 18/02/09 - -
Philippire peso - 12/11,/06 - -
That baht - - 1,040 02/09,/08
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11 Debtors 2004 2003
£'000 £'000

Amounts falling due within one year:
Income acerued (net) 195 113
Sales for subsequent setlement 37 2
Other debtors and prepayments 36 25
268 140
12 Creditors - amounts falling due within cne vear 2004 2003
£'000 £000
Proposed dividend 535 344
Corporation tax payable 205 118
Other creditors and accruals 170 152
210 614

Included in other craditers and accruals is £118,000 (2003 — £102,000) in respect of the investment management fee.

13 Financial Liabilities
Loan facilities
Maturity profile:

A one year £5 million multi-currency loan facility has been arranged with The Royal Bark of Scotland ple which expires on 31 March
2005. In addition the Company has a £9 million multi-currency facility with The Bank of New York which expires on 7 December 2004,

The Company had no borrowings at 31 July 2003 or 2004. Foreign currency gearing is discussed in the Chairman’s Statement on
poge 4.

Shert term debiers ond creditors have bean excluded from the disclosure of financial instruments as allowed by FRS13.

Gains and losses on hedges

At 31 July 2004 there were no unrecognised gains/losses on hedges. Reclised currency profits /tosses are taken to the copifal reserve
and are not reflected in the profit and loss account unless they are of a revenue nature.

14 Deferred Taxation

2004 2003

£000 £000

Income faxable in o later period 58 729

Overseas withholding tax claimable as o deductior in o later period 18] {1y

50 18

Movement in deferred taxation charge on income taxable in a later period for the year {note &) AL 16

Movement in deferred raxation credit on overseas' withholding tax claimable in o later period 3 (7}

Nei movement in deferred tax provision lor year 32 @

Deferred taxation provision at 1 August 18 o)

Deferred taxation provision at 31 July 50 18
15 Calfed-up Share Capital 2004 2003

Number £'000 Number £000

Autherised ordinary shares of 10p each 113,684,758 11,368 113,684,758 11,368

Allatted, issued and fully paid ordinary shares of 10p each 76,487,002 7,649 76,487,002 7,649

The unissued ordinary shares were being reserved in part to salisfy the subscription rights of the warrants which were issued on 16 April
1996 to halders of the new ardinary shares on canversion of the 'C" shares. Each warrant carried the right to subscribe for one ordinary
share at @ price of 56p on 30 lune in any of the years 1996 10 2002, 1 July 2002 was the final date for the exercise of the warrants.

The rights 1o the remaining 15,718,838 warrants lapsed and were delisted on 13 August 2002. Thare weare no outstanding warrants at
31 July 2003 or 2004.
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15 Called-up Share Capital (continued)

At the Extraordinary General Meeting in April 2001 the Company was first granted autherity to purchase shares in the market, in respect
of 11,818,395 ordinary shares |equivaleni to 14.99% of its issued share capital af that datel. The authorty was renewed at the Annual
General Meefing on 28 October 2003 in respact of 11,465,401 shares [equivaient to 14.99% ol its issued share capital at that date}.
In the year to 31 July 2004 no ordinary shares were bought buck and therefors at 31 July 2004 the Company's authority to buy back its
own shares remains unchanged af 11,465,401 ordinary shares. The Companies Act provides that a public company may only purchase
its shares out of distibulable profits and it imposes fimitations on the use of a company’s share premium account. Under the provisions of

the authority granted any share buybacks will be tunded from the spacial distributable reserve which was created by the reduction cf the
share premium account.

16 Reserves Capital reserve  Capital reserve Revenue
- realised - unrealised reserve

£:000 £000 £'00C

At 1 August 2003 {5,387} 5,148 1229
Net gain on redlisation of investments 6,360 - -
Decrease in unrealised appreciation - {1,055} -
Exchange differences on bank loans 1,077 - -
Ciher exchange differences 1129] - -
Retained net revenue for the yaar - - 251

At 31 July 2004 1,921 4,093 1,480

17 Net Asset Value per Ordinary Share

The net asset value par ordinary share and the net asset value atiributable fo the ardinary sharehalders at the year end calculated in
accerdance with the Articles of Association were as follows:

2004 2003 2004 2003
£°000 £'000
Ordinary sharss 61.84p 53.34p 47,305 40,801

The movements during the vear of the assets atiibutable 1o the ordinary shares are shown in note 18,

Net asset value per ordinary share is based on the net assets as shown above and 76,487,002 ordinary shares, being the number of
ordinary shares in issue at ench date.

[ uly 2002 was the final deie for the exercise of warrants, any remaining after that date lopsed and were delisted. There were no
outstanding warrants at 31 July 2003 or 2004 (see note 15).

When the warrants were in existerice the diluted net asset value per ordinary share was caleulated in accordance with FRS14 “Eamnings
per share’. The calculation determined the potential number of dilutive shares which would hove been issuad on the exercise of warrants
by reference to the share price ifair value). In accordance with FRS14 the cutstanding warrants were treafed as non-dilutive when the

exercise price wos greater than the prevailing share price. The fully diluted net asset value per ordinary share wos calculated on the
assumplion that the warrants in issue were fully exercised at 36p each.

18 Reconciliation of Movements in Shareholders’ Funds

2004 2003

£'0C0 £000

Shareholders’ funds a1 1 August 40,801 38,729
Tolal recognised gains and losses for the year 7039 2,416
Dividend appropriated in fhe year 1535 1344
Sharehoiders” funds ar 31 July 47,305 40,801
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NOTES TO ACCOUNTS

19 Reconciliation of Net Revenue before Finance Costs and

No Director has a contract of service with
the Company.

During the year no Director was interested
in any contract or ofher matter requiring
disclosure under section 232 of the
Companies Act 1985.

22 Derivatives and Other Financial

Instruments

The Comparny operales as an investment Irust
company in accordance with Section 842 cf
the Income and Corporation Taxes Act
1988 The internafional nature of the
Company's investment activities provides
opportunities for both market appreciation
and currency gains, but lecves it exposed to
the risk of market volaiility and currency
fluctuations,

In the case of an investment trust, capital
profits from investing activities and currency
galns are not recognised in the revenus
account, but are credited direcly to @
separate capilal reserve which the Company
is prohibited from distributing in the form of
dividends.

The Company makes use of gearing (long
and shart term borrowings), detailed in

nate 13 and in the Chairman’s Statement
and Managers’ Report, fo achieve improved
performance in rising markets.

The Company's revenus account may be
affected by fluctualions in short ferm interest
rates: income from overseas investment can
be affected by currency fluctuations.
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provide finance for investment aclivities
comprise bank borowings, cash and liquid
resources. In addition, the Company
maintains financial assets |detalled in note 10)
comprising an intermational equity portfolio
which may conloin overseas corporate bonds
as part of its invesiment strategy.

The Company may, from time to time, enter
info derivative transactions to hedge specific
market, currency or inferest rate risk. No such
fransactions were undertaken in the period
under review.

Troding in financial instruments is not within
tha normal activiies of an investment trust, nor
is it the Company’s policy to trade in such
instrumenis. Transactions in financial
instuments generally crise as a result of
strategic investmenl decisions.

The Company's Managers may not enfer inlo
derivative transactions without the prior
approval of the Board, and all barowing
facilities require Board authorisation. The
Board cgrees policies for managing risk with
tha Company’s Managers. The main risks
arising from the Company's financicl
instruments are market risk {as noted abovel
interest rate risk, credit risk, ligquidity risk and
foreign currency risk.

Interest Rate Risk

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

The Company has negotiated a short term
multi-currency borrewing facilities linked fo
UBCR and may diaw down funds for o
period of up to 12 months.

N . N 2004 2003
Taxation to Net Cash Inflow from Operating Activities 000 000
Net revenue on ordinary activities before finance costs and taxation 1.157 727
Increase in accrued income {80 165]
(Increase) /decrease in deblars {11 16
Increase/|decrease) in creditors 18 2N
Realised currency loss {129 {171
Crerseas lax sutfered {82 {55}

873 431

20 Analysis of Change in Net Funds At T Avgus Cash Exchangs A3 Jly

2003 flows movement 2004
£:000 £000 £'000 £'000
Cash 423 176 - 447
Loans due within one year ~ (1,077) 1,077 -
623 {1,253) 1,077 447

21 Directors’ Interests in Contracts The Company's financicl instruments which Credit Risk

In eddilion ko interest rate risk, the Company's
investments in bonds, if any, are also subject
to cradit risk. Credit risk reflects the possibility
that o borrower will not be able to mest its
obligation to make payments of interest or
principal when they fall due. The Managers
analyse the credit risk of the Company's bond
investments prior to purchase and continue o
monitor developments in credit quality
subsaquently.

tiquidity Risk

The Company's policy with regard to liquidity
is to ensure confinuity of funding. Short ferm
flexibility is achieved by overdraft facilities.

The Company's assefs comprise mainly
readily realisable securities which can be scld
freely to meet funding commitments if
necessary.

Foreign Currency Risk

The international nature of the Company's
investment activities gives rise fo a currency
risk which is inherent in the peformance of its
overseas investmenis. It is not the Company's
pclicy to hedge this fisk on @ continuing
basis, but the Company may from time Io
fime match specific overseas invesiment with
foreign currency borrawings.

The revenue acceunt is subject fo currency
fluctuation arising on overseas income. The
Company does nat hedge this currency risk.




NOTICE OF ANNUAL GENERAL MEETING

The Annual General Meeting of the Company will be
held at the new offices of Baillie Gifford & Co, Calton
Square, 1 Greenside Row, Edinburgh EHI 3AN, on
Friday, 5 November 2004 at 11 .30 am.

IF you have any queries as to how to vole or how to
attend the meeling, please call vs on 8800 027 0133.

Baillie Gifford may record your call.

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual
General Meeting of Pacific Horizon
Investment Trust PLC will be held within the
cffices of Baillie Gifford & Ce, Calion
Square, 1 Gresnside Row, Edinburgh

EHT 3AN, en Friday, 5 November 2004
at 11.30 am for the following purposes:

Ordinary Business
1. To approve the Accounts of the
Company for the year to 31 July 2004
with the Reports of the Directors and of
the Auditors thereon.

2. To approve the Directors’ Remuynerdtion
Report for the year 1o 31 July 2004,

3. To declare a dividend.
4. To reelect Mr P Mackay as a Director.

5. To reappaint Emst & Young UP as
Auvditors.

4. To authorise the Directors to delermine
the remuneration of the Auditors.

To consider and, i thought fi, poss the
foliowing resolution as a Special Resolution:

7. That, in substitution for any existing
authority, the Company be authorised, in
accordance with section 166 of the
Companies Act 1985 [the ‘Act), 1o
make market purchases [within the
meaning of secfion 163{3] of the Act) of
ordinary shares of 10p each in the
capital of the Company {Shares'],
pravided that:

[a) the maximum number of Shares
hereby authorised fo be purchased
shall be 14.99% of the issued share

capital on the date on which this
resolution is passed

{b) the minimum price which may be
poid for o Share shall be 10p;

{c) the maximum price {exclusive of
expenses] which may be paid for a
Share shall be 105% of the average
of the middie market quotations (as
derived from the Daily Official List of
the tondon Stock Exchangel for the
Shares for the five business days
immediately preceding the date of
purchase; and

() unless previously varied, revoked or
renewed, the authority hereby
conlerred shall expire ot the
canclusion of the Annual General
Mesting of the Compary to be held
in 2005 or 4 May 2006,
whichever is the earlier, save that
the Company may, prior to such
expiry, enfer info a confract to
purchase Shores under such
Oufhorih/ which will or might be
executed wholly or partly after the
expiratien of such authority and may
make a purchose of Sharss pursuant
to any such contract.

8y Order cf the Beard

Baillie Gifford & Co
Managers and Secrefaries
17 September 2004

Notes

1. A member enlified to attend cne vote al the
meeting is entifled to appoint ¢ne or more
proxies fo atfend and, on a poll, vote on his/
her behalt. A proxy neec not be o member of
the Company. A Form of Praxy for the use of
members is enclosed.

2. Pursuant to Regulation 41 of the Uncertificatea
Securities Regulations 2001, the Company
specifies that enly thase sharsholasrs entered an
the Register of Members of the Company os of
&6.00 pm on 3 November 2004 o, in the
event that the meeting is adioumed, on the
Register of Members 48 hours before the time
cf eny adjourned meeting, shall be entitled to
aftend or voie af the mesting in respect of the
number of erdinary shares registerss in their
nome at that time. Changes to the enfries on the
Register of Members ofter 6.00 pm on
3 November 2004 ar, in the evenl thot the
meeting is sdjournad, in the Register of
Members 48 hours before the time of any
adjournec meefing, shall be cisregaraed in
delermining the rights of any persen to attend or
vole ot the mesting, notwithstanding any
provisions in any enaciment, the Aricles of
Associction of the Company or other instrumant
to the contrary.

3. Sharehclders porticipating in the Baillie Gifford
Investrment Trust Share Plan. Children's Savings
Plan or the Boillie Gifford Investment Trust 1SA/
PEP who wish to vete and/or altend the
mesting must complete ana relun the enciosed
reply-paid Form of Direction.

4. No Director has o confract of service with the
Company.

Qv [ENV S ¢
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FURTHER SHAREHOLDER INFORMATION

Analysis of Shareholders

At 31 july 2004 A 31 July 2003
Number of Number of
shares held % shares held %
Institutions 35914,434 A7 0 36,822,499 481
Intermediaries 28,824,870 377 27932380 36.5
Individuals 6,693,214 8.7 6,420,377 8.4
Baillie Gifford Share Plans /PEP/ISA 4,719,304 6.2 4,704,863 6.2
Marketmakers 334,476 0.4 606,883 0.8
76,487,002 100.0 76,487,002 100.0

Further Shareholder Information

How to Invest

The Company’s shares are traded on the
london Steck Exchange. They can be bought
by placing an order with a stockbroker, by
asking a professional adviser lo do so or
through the Baillie Gifford savings vehicles
Isee inside back cover for details).

Sources of Further information on
the Company

The price of shares is qucted dally in the
Financial Times and can clso be found on
the Baillie Gifford webssite at
www.bailliegifford.com, on Trustnet ot
www.trustnet.co.uk and on other firancicl
websites. Company factsheets are also
availakle on the Baillie Gifford website
and are updated manthly. These are
available from Bailie Gifford on request.

Key Dates

Ordinary shareholders normaolly receive o
dividend in respect of each financial year
which is normally paid ot the end of October
or early November. The AGM is normally
held in October or early November.

Capital Gains Tax

For capital gains laxation purpeses 1o
sharsholders who subscribed for the
conversion shares, subsequently converted
into new ordinary shares (with warrants
atfached), is apportioned between the
ordinary shares and the warrants as set out
in the placing and offer document dated

5 March 1996, The aitibutable costs are:
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Cost of each ordinary share
Cost of each warrant

53.45p
16.52p
Market values on 17 April 1994 [fist day
of dedling) were as follows (Source:
Thomsen Financial Datastream) :
Ordinary share
VWarrant

55.00p
17.00p

Share Register Enquiries
Computershare Investor Services PLC
maintains the share register on behalf of
the Company. In the event of queries
regarding shares registered in your own
name, p|eose contact the Regism}rs on
0870 702 0010. By quoting the
reference number on your share certificate
you can check your holding on the
Registrar's website:
www-uk.computershare.com/investor.

Padfic Horizon is an investment

trust. Investment trusts offer

investors the following:

* Participation in a diversified portfolio
of shares.

+ Consfant supervision by experienced
professional managers.

+ The Company is free from capital gains
tax on capital profils realised within its
porifalio.

These accounts have been cpproved by the
Direclors of Pacific Horizon lnvestment Trust
PLC. Baillie Gifford Savings Management

Limiled is the ISA Manager of the Bailiie
Gifford Investment Trust ISA, the PEP
Manager of the Baillie Gifford Investment
Trusi PEP and the Manager of the Baillie
Gifford Investment Trust Share Plan and
Children’s Savings Plan. Baillie Gifford
Savings Management Limited is wholly
owned by Baillie Gifford & Co. Both are
authorised and regulated by the Financial
Services Authority. Baillie Gifford only
provides information about its products and
does not provide investment advice. The
stalf of Baillie Gifford may have positions
in Pacific Horizon and may buy, sell or
offer to make a purchase or sale of Pacific
Horizon shares from time to lime subject to
Baillie Gifford’s personal account dealing
1wles.

The valua of ISA and PEP lax advanlagas
will depend on personal circumslances,
Tax rates and reliefs may change in the
fulure. Past performance is no guarantee of
future performance. The capital value of
and income distributed by on investment
frust can go down as well as vp and an
investor may not get back the amount
originally invested. The price of

an investment trust share will fluctuate in
accordance with supply and demand
and may not reflect the underlying net
assef value.




Pacific Horizon's shares are fraded on the
london Stock Exchange. They can be
bought through a stockbroker, by asking a
professional adviser to do so, or through
the Baillie Gifford savings vehicles - see
below,

Baillie Gifford’s Investment

Trust Share Plan

You can invest from £250 or from £30 per
month. The plan is designed to be a cost
affective way of saving on a regular or
lurnp sum basis.

Baillie Gifford’s Investment

Trust ISA

You can invest in a lox efficient way by
investing @ minimum of £2 000 or from
£250 per month or by transferring an 15A
with a value of af least £2,000 from your
existing manager.

Baillie Gifford’s Children’s

Savings Plan

A costeffective plan tailored especially to
meet the reguirements to save for children.
You can invest a minimum of £250 or from
£30 par month.

Baillie Gifford's Investment

Trust PEP Transfer

You can transfer an existing PEP to access
o different market or to change your
investment manoger [minimum valye of

£2,000).

Further Information

Retail Investments Department

Baillie Gifford Savings Management limited
Calion Square

1 Greenside Row

EDINBURGH EH1 3AN

Tel: 0BOQ 027 0133
We may record your call

E-mail: is@bailiegifford.com
Website: www.bailliegifford.com

Fax: G131 275 3955




Directors Registered Office

Chairman;; Computershare Investor
DCP McDougall OBE  Services PLC
P Mackay CB 2nd Floor

Vintners' Place
68 Upper Thames Street
London EC4Y 3B)

JGK Matterson
MJ Moarrison

Managers and Secretaries

Baillie Gifford & Co

Calton Square

1 Greenside Row

Edinburgh

EHT 3AN

Telephone: 0131 275 2000
Website: www bailliegifford.com

Registrar

Computershare Investor
Services PLC

PO Box 82

The Pavilions
Bridgwater Road
Bristol BS99 7NH

Tel: 0870 702 0010

Broker Auditor
Panmure Gordon Ernst & Young LLP
a division of Ten George Sireet

Lazard & Co., Limited Edinburgh EH2 207
50 Sieatton Street
London
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Company registration Na. 2342193




