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The cbjective of the very first investment trust, founded in

1868, was "to give the investor of moderate means the
same advantages as the large capitalist, in diminishing the
risk of investing in Foreign and Colonial Government
Stocks, by spreading the investment over a number of
different Stocks”. This same goal continues to underpin
the investment trust movemant today.

Qur objective at F&C income Growth Investment Trust
{"FIGIT" is to secure a high rate of total return for our
sharehclders. We aim 10 achieve this return by providing
investars with a yield higher than the FTSE 350 Index and
by growing the dividend ahead of the rate of inflation every
year. We do 50 by investing sclely in large- and medium-
sized UK companies.

The low-cost savings plans available through F&C
Managemeant allow us to offer investment opportunities to
as many people as possible.

Our success partly derives from F&C Income Growth's
status as an investment trust. This gives us a number of
advantages over other forms of savings - for example:

+ The ability 1o take a long-term view and to ride out
difficult conditions.

+ The ability to buy back our shares to enhance nat
asset value.

+ The ability to issue new shares to spread fixed costs
across a wider asset base,

+  The freedom 1o borrow money 6 invest to improve
returns to shareholders.

+  Unlke uni trusts we are not subiect to redemptions
and subscriptions which complicate the management
of the portiolio.

+ Charges are typically lower than for comparable unit
[rusts.

F&C Income Growth investment Trust PLC

We aim to use these advantages to make more money
for aur sharehclders. In addition, we also have other
strengths:

+ Innovation. We use advanced technology to enhance
our returns, offer better service to our shareholders
and make F&C Income Growth as cpen and
accessible as possible.

» Number of shareholders. The vast majcrity of the
Company's shares is owned by individuals.

+  Size. With assets of £45 milion, F&C Income Growth
is wel placed to take rapid advantage of investiment
cpportunities.

+ Spread. We own shares in more than 80 companies
in the UK.

F&C Income Growth Investment Trust PLC is managed
by F&C Management Limited ("F&C"}, which is a
wholly owned subsidiary of Eureko, a major European
insurance company. F&C is appointed by the Board
under a detailed agreement setting out its
respensibilities for investment management,
administration and marketing.

The savings plans finked to F&C Income Growth
tnvestment Trust PLC are operated by F&C, which is
authorised and regulated by the Financial Services
Authority.

F&C is a leading manager of investment trusts and
also manages pension funds, insurance funds and
open-ended funds for a wide range of investors in the
UK and Europe. Total assets under management were
over £60 biltion at the end of 2002.




SUMMARY OF RESULTS

Attributable to 31 Mar 31 Mar %
equity shareholders 2003 2002 change
Net assets £44.78m  £60.79m -26.3
Net assets per share  109.77p 151.54p -27.8
Net assets per share

(diluted)t 108.01p 147.47p -26.0
Nel revenue before tax E1.67m £1.62m 31
Earnings per share 4.14p 4.06p 2.0
Dividends per share 4.18p 4.05p 32
Ordinary share price . 114.50p 141.50p -19.9
Warrant price 12.00p 43.00p -72.
FTSE 350 Index 177712 2,614.57 -32.0

1 Calculated per Association of Investrment Trust Companies’ method

Company Registration Number: 2895991
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FINANCIAL CALENDAR

AGM 27 June 2003
Final dividend payable 30 June 2003
Firstinterim dividend payable September 2003
Half Year Results for 2003/2004

announced November 2003
Second interim dividend payable December 2003
Third interim dividend payable March 2004

Final Results for 2003/2004 announced  May 2004
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Although market conditions were very difficult for the third
successive year, the performance of your Company was,
once again, resilient. Diluted nat asset value (NAV) per
share (as calculated by the method used by the
Association of Investment Trust Companies) fell 26.0%
over the year to 31 March 2003 to 109.01 pence and the
share price decreased by 19.1% 10 114.50 pence. Whie
it is clearly disappointing to report such large falis they do
however compare with a fall of 32% in the FTSE 350 Index
over the same period.

Your Company has again achieved its income
chjective with a dividend increase greater than the rate of
inflation. Your Directors are recommending a fina! dividend
of 1.63 pence (net) per share to give a total for the year of
4.18p, anincrease of 3.2% over the prior year.

Capital Performance

Despite two successive years of faling markets, there was
a further very substantial fall last year. Atits low paint g0
12 March 2003, the FTSE 350 Index stood 51% lower
than at its peak at the end of 1283, The most recent fails
during the second half of our year have been largaly
caused by the uncertainty surrounding the build-up to war
in Irag, but throughout the whole period the general
economic background has been weakening and
comparies have found it increasingly hard 10 generate
profit grewth. Furthermore, UK insurance companies,
which have traditionally been large investors in equities,
have been forced to reduce their equity heldings in order
10 meet regulatory solvency requirements,

The portfclio has been protected from the worst
effects of the decline in equity markets by a cautious
approach 1o share selection and as a result your Company
has enjoyed another year of outperformance against our
benchmark, The Board warmly congratulates our
Managers on this and in particular is grateful to Julian
Cane for his sound judgement.

As well as good results refative to the index,
performance has again been very good when compared
to our peer group. In recognition of this, S&P awarded the
Company frst place over one year in the UK Giowth &
Income sector out of 30 funds.

F&C Income Growth Investment Trust PLC

Chairman’s Statement

Details of the portfolio performance together with a
review of the stockmarket are shown in the Manager's
Review and Investment Portfolio by Secter.

Dividend and Yield

Your Company's proposed payment of a fina dividend of
1.63 pence per share gives a rate of growth in the total
dividend of 3.2%; this is greater than the rate of underlying
inflation, which was 3.0% for the year to March. £27,000,
a very small proportion of the dividend, has been drawn
from revenue reserves, which however still stand at
£368,000.

As economic and business conditions have
deteriarated, dividend payments have become very
onerous for many companies. This has led w a large
number of dividend reductions or omissions, with eleven
instances in the FTSE 100 along. These included Abbey
National, AstraZeneca, Aviva, Cable & Wireless, GKN, IC!
and Whitbread. As a result of these and others, the




implied dividend on the FTSE 350 Index suffered a
reduction cf 1.2%, following a fall of 0.2% the previous

year. While the portfolio has suffered from holding some
companies that have cut their dividends, this has been
countered by increases elsewhere, and overall income
received is unchangad. Expenses for the year were tower
because of a smaller management fee following the
degline in assets and reduced promotional activity,
Gearing

The Board has regularly given consideration as o whether
t0 use borrowings to enhance performance. While up to
£2m of borrowing was employed at the start of 2000
when there were many opporiunites available, for most of
the rest of the Company's iite, it has been ungeared.
While this was the correct decision, nevertheless going
forward the Board will continue 1o keep this topic under
review.

Share Buy-Backs/Issue of Shares

The Company has not purchased any of its own shares
over the iast vear as the share price has traded at an
average discount 1o underlying net asset value of only
2.3%. Indeed, occasionally the shares have traded at a
premium to net asset value as a result of strong demand.
In order to help meet such demand, 400,000 new shares
were issued at a small premium to the then existing net
assetvalue. The premium on these shares was sufficient
to cover the cost of reinvesting the money received and to
ensure that existing shareholders did not suffer any
dilution.

The intention when Issuing new shares is to ensure
that investors do not pay too large a premium when buying
shares in the Company. The issue of shares also grows
the asset base of the Company, and te the extent that
some costs are fixed, the Company becomes more cost
effective as a result.

The long-term record of this Board's approach to
managing the number of shares in issue is worth
examining. The Compary was one of the first investment
trusts to buy-back its own shares alter the law was
changed, and since the first buy-back in August 1998,
more than four million shares have been purchased at an
average discount t© net asset value of more than 17%.
This has added about 1.6% 1o net asset value. When the

discount was wide the Board was actively buying-back
shares, and now that the discount has narowed, the buy-
back pregramme has been held in abeyance.
Long-Term Record

When the Company was launched in 1994, it was
decided there shouid be a vote on the Company's future
after nine years. As we have now reached that point it is
an appropriate time to review the long-term investment
record, in addition to the short-term performance above.

In any individual yzar, there has often been
considerable divergence between this Company's
investment performance and that of the stockmarket.
Rather than aiming to follow stock and sector weightings in
the index closely, the Manager sometimes takes
substantial positicns in the portfolio away from the index.
Inevitably, there have been periods when performance of
the Company and the index vary, but it is an approach that
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has brought leng-term benefits. In generat, performance
has not been as strong when the market was rising
fastest, largely because of the investment manager's
caution on the more speculative comparies and the
extreme valuations that scme cempanies traded at, but it
has been considerably more robust when the market has
been weak. The net effect is that the Company has
performed better than its benchmark. From the
Company's first day of trading on 28 March 1994 to

31 March 2003, the share price and diluted net asset
value have increased by 19.3% and 13.5% respectively.
while the FTSE 350 index has increased by 11.9%. It has
also considerably outstripped performance of the average
of the peer group in both asset and share price terms.

In addition to exceeding its long-term capital objective,
your Company has also beaten its income target through
its record of having increased the dividend faster than the
rate of inflation every year. Since its first full year, your
Company's dividend has grown by 28.6% whilst inflation
has risen by only 21.9%. Throughout this period, your
Company's shares have consistently had a yield above
that of the index.

Continuation Vote

At this year's Annual General Meeting as mentioned above,
sharehclders will vote as ta whether the Company wil
continue as an investment trust in its prasent form. The
Board encourages all shargholders to understand and vote
on this resolution. If passed, this will allow the Company to
continue as an investment frust. The Board believes it is in
investors' best interests that the Company should continue,
and itis therefore advising shareholders to vote in favour of
Resclution 8. The Directors wil be voting in favour of
Resolution 8 in respect of their beneficially held shares. If
this resolution is passed, further continuation votes will be
proposed at each subsequent fifth Annual General Meeting.
Annual General Meeting

This year's Annual General Meeting will be held on Friday,
27 June at 12.15 pm. There will be a presentation by the
Manager on investment policy and future prospects and |
hope to welcome as many of you to the meeting as
possible.

F&C Incorme Growth investment Trust PLC

Chairman’s Statement (continued)

Prospects

it now appears that the war in lrag has been concluded,
By removing some of the short-term uncertainty, this may
be positve for markets. although other economic
uncertainties. particularly the decisicn about the Euro, wil
continue to influence sentiment. The recent Budget has
drawn attenton o the likefihood of lower growth
expaciations for the economy and & moderation in the
growth of the housing market and consumer expenditure.
Many shares new offer dividend yields that are greater
than the bank base rate or government bond yields, and
therefore the attraction of equities for long-term investment
has been enhanced. Against this background the Board
views the future of your Company with considerable
confidence.

Robin Herbert May 2003




Manager's Review

Last year's economic background was not favcurable for
stockmarkets and continued the trend previously
established. Growth in the UK and most other major
economies continued 1o slow as a result of declining
business investment. The decline in growth was despite
consumer expenditure increasing &t & rapid pace, driven
by a buoyant housing market, remangaging and mortgage
equity withdrawal. Government expenditure has also
increased rapidly, financed by an increase in debt and
greater taxation, but this also has been insufficient to avert
slowing growth. In order to re-stimulate economic growth,
the Bark of England's Monetary Policy Commitiee has
kept interest rates at historically low ievels, with just one
change over the course of the year whan rates were cut
from 4.0% 10 3.75%.

The poor economic background and fragile confidence
exacerbated by war in Iraq have resulted in many
companies struggling to maintain sales and profits. As a
consequence of this, the capital value of stockmarkets
declined further and dividends suffered too. Well over 100
companies within the UK stockmarket have cut or cmitted
their dividends, worth more than £1.5 billion, over the last
year, These cuts have come from companies operating in
a wide range of industries, and have brought about & fall of
1.2% in the implied dividend from the FTSE 350 Index. As
a demonstration of how difficult it has been to find dividend
growth, we calculate that the dividend on the FTSE 350
Index was lower in March 2003 than in March 1998,
Importance of Dividends
At the height of the bull market three years ago, many
investors took the attitude that dividends were inrelevant
and that capital returns were the only reason for investing in
equities. This attitude was suppored by statistics showing
that over ten years 1o 1899, only one-quarter of total
retuns had come from dividends as the average annual
capital gain had been 10%. More recently, falling markets
have reduced the importance of capital retums, and over
the ten years to 2002, dividends generated about half the
total return.  Dividends have therefore become increasingly
important, and it seems likely that if we are now going to
experience a low inflation and low return ervironment, that
dividends will remain at least as important as capital
returns, If, for example, an annual (©otal return of 8% is

expacted for equities, then a starting dividend yield of 4%
will provide half of the anticipated retum.

Investment Portfolio

Commentaries on the portfolio and the most significant
holdings are contained in the Investment Portfolic by
Sector and the description of the Twenty Largest Equity
Holdings following this review.

There were relatively few changes to the portfolio
during the year as it was decided the balance and
compositicn of the portfolio remained corract for the
market and econormic environment, and given the relative
valuations of individual stocks. In total, purchases for the
year were only £5.5 million, less than 13% of the portfolio’s
value at the year-end and a net £1.2 million was invested
into equities as valuations for many companies looked
mare attractive. At the year-end the portfolio was
practically fully invested for the first time in two years with
net cash of less than £300.000.

The portiolio benefited from individual stock selection
and the allocation of investments between sectors.
Amongst the best periorming stocks were AWG, formerly
called Anglian Water Group (+25%), Gallaher, the cigarette
manufacturer {+13%). and Bellway, the housebuilder
(+5%). Unfortunately, the portfolio also contained
Coockson, the engineer (-81%) and Cable & Wireless
(-69%). Invensys and Reuters were aisc held for part of
the year, falling 55% and 68% respectively, but both were
sold before suffering further significant falls. At a broader
sector level, the portfolio benefited from having a
considerable weighting in the defensive Tobacco and
Utilities sectors and itle or no exposure to some more
cyclically sensitive areas such as the Media and IT
Hardware sectors.

Investment Strategy

Our investment strategy with which we manage the
portfolio remains unchanged as the portfalio is constructed
following a disciplined investment process. The starting
point of this process is a fundamental analysis of potential
investments, looking at the prospects for each company
and the industry within which it operates. As a result of
this, we derive an estimate of what we think the company
should be worth; we call this the company's Fair Value.
We then compare the company’s current share price to
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the Fair value. If the share price is well below the Fair
Value, we will lock to buy the shares, and look to sell the
shares if they are above Fair Value. This process generaly
leads the portfolic 1o be run on a contrarian basis; we aim
Lo invest in companies with good long-term prospects, but
whose share prices are depressed Dy adverse short-term
sentiment, either because of current difficulties, or simply
because they are unfashionable. We also pay close
attention to the dividend yield of cur investments, which
are sometimes significantly above that of the index, We
are also keen o make sure that attention to dividend
income is not 1o the datriment of capital growth angd there
is flexibility within the partfelio to hold a number of shares
with little or no dividend income.

The underlying rationale for our investment philosophy
is the belief that stockmarket valuations are much more
volatile than changes in the underlying worth of a
company, but over the tong term share prices must reflect
the intrinsic value. This approach can result in periods of
underperformance if market values remain out of Ine with
underiying worth, of, of course if we have made too many
errors in our assessments of Fair Values, but cver the
longer term this process should genérate superior results.
The experience of the last five years has borne this out as
growth in the partfolio during the years leading up to the
peak of the specufative bubble was slower than the

F&C Income Growth Investment Trust PLC

Manager's Review (continued)

benchmark, but subsequent perfarmance has more than
made up for this. Results and experience over this period
reinforce the necessity for critical, rational, unblased
valuation-based investment analysis and ponfolio
management.

Although investment activity has been at low levels
over the last four years, we are continually analysing the
balance of the portiolio. iooking at both existing hoidings
and other shares we do not currently own as potentiat
areas for investment. The considerable share price
changes that have occurred over the last thiee years have
thrown up some interesting opportunities, which we are
rying 1o take advantage of selectively, but as yet we have
not been tempted into @ more significant shift in the
balance of the portfolio.

Julian Cane May 2003




at 31 March 2003

This Last Company
Year Year Description
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GlaxoSmithKline
The merger of Glaxo Wellcome and SmitKline Beecham strengthened the positions of these
leading pharmaceutical companies and will bring materia cost savings.

BP
Following significant acquisitions in recent years, this is the world’s largest integrated oil
company and has sCope 10 benefit from considerable synergies.

HSBC Holdings
Broadly diversified internaticnal bank operating in many developed and emerging markets
around the worid with 2 growing business in personal wealth management.

Shell Transport & Trading
Leading internaticnal oil exploration, production and marketing group which has a strong
balance sheet, an attractive yield and scope for efficiency increases.

Liberty International
The owner of many of the leading out-of-town shopping centres in the UK.

Barclays Bank
Retail and commercial bank with relatively new management that is well placed 10 reduce its
own cost base.

Scottish & Southern Energy
A well-managed muli-utility group with an attractive dividend yield and strong commitment to
dividend growth.

Vodafone
The world's leading mobile telephone provider with a strong international network.

The Royal Bank of Scotland
The bank is clearly benefiting from its takeover of the Nationat Westminster Bank. where it is
making significant improvements.

HBOS
Formed from the merger of Bank of Scotiand and Halifax, this retall and commercial bank has
a strong regional 2nd consumer franchise and the potential for cost reductions.

British American Tobacco
A leading international manufacturer and distributor of cigarettes. it has benefited from the
merger with Rothmans.

AstraZeneca
International pharmaceutical company with prospects underpinned by its new product
pipeline. A possible participant in the consofidation of the industry.

Diageo
The group is refocusing on its drinks operations and there are further cost reductions to come
as it merges its spirit division with Guinness brewing.

United Utilities
Multi-utility group with refatively new management that is looking to realise value from the
disposat of non-core operations and has an interesting outsourcing operation.

Imperial Tobacco .
UK based cigaretie manufacturer and distributor that wil increase the efficiency of its recent
acquisition, Reemstma, in Germany.

Associated British Ports
Leading port owner and operator in the UK.

Beflway
A conservatively managed UK housebuilder.
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Twenty Largest Equity Holdings

Value

£'000s

2,949

2,889

2,077

1,893

1,724

1,678

1,398

1,290

1,282

1,234

1,183

1,035

1,006

820

802

796

747

% of Total
Investments

6.6

6.5

4.6

4.2

39

38

3.1

2.9

29

2.8

26

23

2.2

1.8

1.8

1.8

1.7




Twenty-Largest Equity Holdings

(continued)

at 31 March 2003

This Last Company
Year Year Description

18 03  Johnson Matthey
Chemical company with strong positions in catalysts and precious metal processing. It also
has an interesting position in developing the technofogy behind fuel cells.

19 03  Allied Domecq
After corporate restructuring, spirits and wine pperations now generate the vast majority of
profi.

20 O Tesco
Food retaifer that continues to gain market share in the UK, and that has a rapidly expanding
international operation.

The value of the twenty largest equity holdings represents 80.3% (31 March 2002: 55.5%) of the Company’s total investments,

g F&{ Income Growth investment Trust PLC

Value % of Total
£'000s Investments

737 1.6
724 1.6
713 1.6




Investment Portfolio by Sector

% of % of
Portfolio FTSE 350 Index
Resources 13.0 17.3
The largest holdings in this sector remain BP and Shell. We added a little to both of these and sold
the investment in Cairn Energy after strong performance. Enterprise Olf was taken-over.
Basic Industrials 4.6 29
In tota! more than £0.5m was realised from the chemical stocks within this sector. Croda was sold
following strong performance and more profits were taken in Johnson Matthey.
General Industrials 1.4 1.7
The only holdings in this sector are engineering companies. Invensys, which has been a long-term
disappointment, was sold completely before its latest collapse, and the holding in Tomkins was
reduced by haif.
Cyclical Consumer Goods - 0.3
This sector covers automebiles and household goods and textiles. There is no investment in these
areas.
Non-Cyclical Consumer Goods 22.5 20.6
The pharmaceutical comparnies, GlaxoSmithKiine and AstraZeneca are the largest holdings in this
sector, although the portfolio also has refatively large positions in the drinks companies, Allied
Domecq, Diageo and Scottish & Newcastle and the tobacco companies, British American
Tobacco, Gallaher and Imperial.  Aliance Unichem is a new addition, while Northern Foods and
Shire Pharmaceuticals were sold.
Cyclical Services 14.6 13.7
There were several changes in this sector with purchases and sales totaling £2.7m. The major
additions were William Hill, the bookmaker, Reed Elsevier, the publisher, and Luminar the nightclub
opefator.  The major reductions were Signet, the jeweller, Aegis, the media buyer, and Exel, the
logistics company. Reuters, Six Continents and Wooiworths were all sold.
Non-Cyclical Services 6.4 11.9
This sector contains the odd pairing of the telecommunication companies and food retailers. The
dominant feature of the portfolio in recent years had been its low weighting in the
telecommunication sector relative to the index, but during the course of the year, there was a large
increase in Vodafone, following the sharp fall in its share price. There was also a substantia
increase to the previously small holding in Tesco.
Utilities 1.3 41
The cnly changes made in this sector were the sale of half the existing investment in National Grid
and an addition to the hotding in International Power.
Information Technology 0.2 0.5
The only hotding continues 1o be a fairly small investrnent in Computacenter, which has performed
very well relative to others in the sector.
Financials 271 27.0
This is the largest single sector in the portfolio, with the largest sub-sectors being banks,
insurance, and property. A new holding was started in Abbey National with the average purchase
price less than 40% of the previous peak, and additions were made to Barclays and The Royal
Bank of Scotland. The investment in Aberdeen Asset Management, which had been very
disappointing, was soid completely.
Fixed Interest 29 -
There were no changes to the fixed interest element of the portfolio during the year.
Repor and Accounts 2003 9




List of Investments

10

31 March 2003

31 March 2003

Value Value
Listed Investments Holding £'000s  Listed Investments Holiding  £'000s
EQUITIES Electrocomponents 40,000 103
00
RESOURCES EMAP 50,0 360
EMI Group 60,000 54
BG Group 108,526 261
Granada 200,000 114
BP 720,000 2,889 ‘
) Great Universal Stores 45,000 218
Lonmin 25,200 170 )
o Kingfisher 75,454 174
Rio Tinto 50,000 5%0 i
Shell Transport & Trading 495,000 1.893 Lusninar 25,000 74
: : Peninsular & Oriental Steam
Total Resources 5,803 Navigation Deferred Stock 80.000 143
BASIC INDUSTRIALS Reed Elsevier 40,000 181
Rexam 100,000 353
Belway 145,000 747 .
! Selfridges 110,000 259
Elementis 348,879 80 .
Signet Group 255,000 191
Johnson Matthey 100,000 137 Z
Trinity Mirror 48,750 185
Novar 250,000 280 \
AMC Gr 50.000 214 Whitbread 60,000 314
oup ; Wiliam Hi 172,508 378
TJotal Basic Industrials 2,058  Wincanton 70,000 100
GENERAL INDUSTRIALS wglv:tr;ii;npton & Dudley Breweries 22888 322
Cookson Group 468.000 83 i
Enodis 160,000 53  Total Cyclical Services 6,507
FKI. L 165,000 108 NON-CYCLICAL SERVICES
Spirax-Sarco Engineering 49,000 208 - L
Tomkin 100.000 180 British Telecommunications 220,000 345
® ' Cable & Wireless 50,000 55
Total General Industrials 628 MMO2 220,000 38
NON-CYCLICAL CONSUMER GOODS Sainsbury () 170,000 374
. ! Tesco 400,000 713
Allance Unichem 80,000 350 Vodafone 1141673 1290
Alied Domecq 240,000 724 Y° S :
Amersham 60,000 247 Tota! Non-Cyclical Services 2,875
AstraZeneca 48,000 1,035
British American Tobacco 200,000 1,183 UTILITIES
. AWG 87,500 460
Cadbury Schweppes 85.000 285 )
) International Power 362,000 305
Diageo 155,000 1.006 . .
National Grid 74,000 287
Galiaher Group 115,000 702 .

. Scottish & Southern Energy 220,00C 1,399
GlaxoSmithKiing 265,000 2.849 United Usilties 140.000 820
Imperial Tobacco 79,800 802 :

Scottish & Newcasle 180,000 610  Total Utilities 3,271
Unilever 30,357 178 FINANCIALS
Total Non-Cyclical Consumer Goods 10,071 Abbey Nationa! 175,000 576
CYCLICAL SERVICES Alh?nce & Leicester 70,000 543
. Aviva 70,000 246
Arriva 100,000 292
. " Barclays Bank 460,000 1,679
Associated British Ports 200,000 796 . .
Friends Provident 147,727 113
BAA 110,000 517
Bunzi 100,000 384 HBOS 190,000 1.234
' HSBC Haldings 320,000 2077
Compass Group 61,885 167 .
; - Land Securities 72,625 532
Cordiant Communications 77,785 18
De La Rue 102.000 188 Legal & General 554,400 385
' Liberty International 300,000 1,724
De Vere Group 166,566 483
Dixons Group 78.005 67 Lioyds TSB Group 127,000 409
' Provident Financial 100,000 554
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List of Investments (continued)

31 March 2003

Value

Listed investments Holding  £'000s
Prudential 90,000 278
The Royal Bank of Scotland 90,000 1.282
The Special Utlities Investment Trust

- income shares 250,000 162
Standard Charntered 49,500 334
Total Financials 12,128
INFORMATION TECHNOLOGY
Computacenter 40,000 106
Total Information Technology 106
TOTAL EQUITIES 43,447
BONDS
Treasury 8.5% 2005 750,000 842
Treasury 8.5% 2007 400,000 472
TOTAL BONDS 1,150,000 1,314
TOTAL INVESTMENTS 44,761

The number of investments in the partfolio is 84 (2002 - 94). The value of convertible
securities in the porliolio is £nit 2002 - €l
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Directors

Robin Herbert CBE, Chairman

Chairman of Leopeld Joseph Holdings PLC. He is also
chairrman of Investers Capital Investment Trust pic, a
director of Grainger Trust plc and a former director of F&C
Smaller Companies PLC. He was formerly deputy
chairman of Consglidated Gold Fields PLC and a director
of National Westminster Bank PLC and Marks and
Spencer PLC. Appointed to the Board in 1894, Age 689.

Michael Beckett

Chairman of Horace Clarkson Pic, Watts Blake Bearne &
Co. ple, Ashanti Goldfields PLC and London Clubs
International plc. He is a direcior of The Egypt Trust, BPB
PLC and Queens Moat Houses PLC. Appointed to the
Board in 1994, Age 66.

The Viscount Churchill OBE

He is a directar of Charter Pan-European Trust PLC and is
a Church Commissioner. He was also managing director
of CCLA Investment Management Limited until 1999,
Appointed to the Board in 1994. Age 58,

John Emly

Investment director of the Civil Aviation Authcrity Pension
Scheme, following a career spanning 25 years at
Flemings, the London-based international investment
bank. He is a director of JPMorgan Fleming Mid-Cap
Investment Trust PLC and Shaftesbury PLC and is
Honarary Treasurer of The Scout Associaticn. Appointed
to the Board in 2001. Age 61.

Peter Wilmot-Sitwell

Chairman of Merrill Lynch World Mining Trust PLC and a
non-executive director of Close Brothers PLC. He was
chairman of $G Warburg Securities Ltd and a vice-
chairman of G Warburg Group PLC untit

1994, Appointed 1o the Board in 1994. Age 68.

All Directors are independent.
All Directors are members of the Audit Committee,
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Management and Advisers

Julian Cane Manager Investment Manager, Secretary and

He joined the Group in 1983 after training with The Registered Office

Mitsubishi Bank and has beer: the Manager since March F&C Management Limited

1997. Age 33. Exchange House, Primrose Street
London ECZA 2NY

Robert Dowdall Telephone: 020 7628 8000

Director of Finance for F&C Management Limited. He Facsimile: 020 7628 3188

joined the Group in 1990. Age 56. Website: www.fandc.com
email: info@fandc.com

Nick Pitt-Lewis
Director of Comgpliance and Legal for F&C Management
Limited. He joined the Group in 1992. Age 49

Althorised and regulated by the
Financial Services Authority
Registered in England

Sally Cox

Carries out the company secretarial duties on behalf of Independent Auditors

F&C Management Limited. She joined the Group in 2000.  PricewaterhouseCoopers LLP
Age 33. Southwark Towers

32 London Bridge Straet
London SET 9SY

Bankers
JP Morgan Chase
The Royal Bank of Scotland pic

Registrars

Computershare Investor Services PLC
PO Box 435, Owen House

8 Bankhead Crossway North
Edinburgh EH11 4BR

Telephone: 0870 702 0130
Authorised and regulated by the
Financial Services Authority

Solicitors

Norton Rose
Kempson House
Carmomile Street
London EC3A 7AN

Stockbrokers
UBS Warburg Ltd

1 Finsbury Avenue
Londen EC2M 2PP

Member of The Association of
Investment Trust Companies
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The Directors present their report and the financial statements of the
Company for the year ended 31 March 2003.

Report of the Directors

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

The Company carries on the business of an
investment trust and has conducted its affairs during the
year under review, and subsequently, so as to qualify as
such under the provisions of Section 842 of the Incomne
and Corporation Taxes Act 1288. The last accounting
pericd for which the Companty has been treated as
approved by the Inland Revenue was for the year ended
31 March 2002. This approval is subject (o there baing no
subsequent enguiry under Corporation Tax Self-
Assessment.

The Company's shares are eligible for inclusicn in
indiviaual Savings Account (1SA") and are also eligible as
an investment for Private Equity Plan ("PEP") transfers.

Note 1 on the accounis contains full detalls of the
accounting policies adopted.

Review of the Business

A review of the Company’s activities is given in the
Chairman’s Statement on pages 2 to 4 and in the
Manager's Review on pages 5 to 6.

Capital

On 37 July 2002, 1G1 holders of the Company's warrants
exercised their right to subscribe for a totai of 391,352
ordinary shares at the fixed subscription price of 100p per
share.

The notice reminding warrant holgers of their final
subscription rights on 31 July 2003 will be sent outin
June 2003.

Pursuant to the autharity to allot equity securities given
to the Directors at the Annual General Meeting held on
28 June 2002, the Company issued 300,00 ordinary
shares for cash at 123p per share on 6 December 2002
and a further 100,000 ordinary shares on 371 March 2003
at 115p per share. Since the year end, a further 525,000
ordinary shares have been issued at 112.5p per share.
The issue prices represented a premium to the fully diluted
net asset value per share on the issue date.

F&C Incoma Growth investment Trust PLC

RESULTS AND DIVIDENDS

Attributable to equity shareholders  £000s  £000s

Revenue return attributable 1o

equity shareholders 1.670
Dividends paid or payabie on ordinary shares:
First interim of 0.85p per share

paid on 20 September 2002 343
Second interim of 0.85p per share
paid on 20 December 2002 343
Third interim of 0.85p per share
paid on 14 March 2003 346
Proposed finaf of 1.63p per share
payable on 30 June 2003 6865 {1.897)
Amount transfarred from revenue reserve 27

Substantial Share Interests
As at 12 May 2003 the Company had received notification
of the following holdings of moré than 3% of its ordinary

share capital;

Ordinary shares
of 25p each %

F&C Management Limited™ 23,790,488 576

* Held on behalf of non-discretionary participants in the F&C Savings Plans.

Directors

The Directors of the Company are detailed on page 12. Al
the Directors held office throughout the year under review.
The Director reliring by rotation /s Mr M E Beckett who,
being eligible, offers himseif for re-lection.

No Director has a service contract with the Company.
Details of the Directars’ shareheldings in the Company and
their interests in contracts and agreements are contained
in note & on the accounts.

Directors’ Remuneration

The Company has no employees or executive Directars
and consequently does not have a remuneration
committee. The Directars' remuneration report, which can
be found on page 20, and note 5 on the accounts provide
detailed information on the remuneration arangements for
Directars of the Company. Shareholders will be asked to
approve the Directors’ remuneration report at the Annual
General Meeting. This is now a requirement of company
law, introduced by the Directors’ Remuneration Report
Regulations 2002, which came into force in August of last
year. The Directors’ remuneration is not conditional upon
the resolution being passed.




Management

Note 3 an the accounts provides details of the Company's
management agreement with F&C Management Limited
(the "Manager").

The F&C group has arangements under which
stockbrokers pay for various investment services used by
the group in return for stated amaunts of cornmission. The
Manager's policy is that this commission should be within
arange of 10% and 15% of tctal commissions paid by
clients of the group in any one year.

The Manager has developed and published a policy
on Corporate Governance, Vating Policy and Socially
Responsible Investment {"SRI"). The Manager balieves that
the interests of its clients are served by investing in
companies that adopt best practice in corporate
govemance. It seeks to encourage companies to be
socially responsible and is attacted to invest in thase that
are. The approach to SRlis designed o contribute to
maintaining and improving standards of social
responsibility in the corporate sector as it believes that
social responsibility in companies makes for good
investment retuns gver the long term.

The Manager seeks to avoid investing in firms that do
nct meet generally accepted standards of social
responsibliity unless there is a reasonable prospect of
improvements that would raise the companys’ standards
up w0 an adequate level. Should the Manager become
aware of occurmences of social imesponsibility at a company
in which it has invested, it will state its dissatisfaction to the
management in order to effect desirable changes. If such
pressure fails to work, then it will attempt to change or
influence the management concerned or consider seling
the investment in the company concerned. The Manager
supports the boards of companies with its vote uniess it
sees Clear investment reasons for doing otherwise,
Decisions on contested takeover bids are ahways referred
to the Company's Board of Directars and itis the
Company’s policy ic exercise its voting rights at
shareholders' meetings of investee companies.

The Manager's current paiicy, which is available on the
F&C website, has been reviewed and endorsed by the
Board which encourages and suppons the Manager on its
voting poficy and its stance towards SRI, and in

developing its response 1o the Statement of Principles
refating to the responstbilities of institutional shareholders
and agents drawn up by the Institutional Shareholders
Committee.

Policy on Payment of Suppliers

The Cempany's principal suppiier is the Manager which is
paid in the month following the end of each calendar
quarter, in accordance with the terms of the management
agreement. Other suppliers are paid in accordance with
individual payment terms agreed with each supplier.

At 31 March 2003, the Company's outstanding trade
creditors weare equivalent 1o 1 day's payments 1o suppliers.
Corporate Governance
The Company is committed to high standards of corporate
governance. The Board has considered the principles set
out in the Combined Code on Corporate Governance
issued by the London Stack Exchange (the "Code") and
beligves that the Company's current practice, given the
special circumstanices of an investment trust company, is
in all material respects consistent with the principles of the
Code. Save for the exceptions detailed, the Company
complied throughaut the year under teview with the
provisions set out in Section 1 of the Code.

While there are no significant changes envisaged in
respect of the Board following the publication of the Higgs
Report into the effectiveness of non-executive directors,
the Association of fnvestment Trust Companies’ draft
guidelines on corporate governance and the FSA's
proposals for investment trusts, the application to the
Company of each is baing given full consideration by the
Board. The Board's approach towards SRi and voting is
set out under the section headed 'Management abave.

The Board reviews the independence of its members
and is currently comprised of five non-executive Directors,
all of whom are independent of the Company's Manager,
There is no Chief Executive position within the Company,
The Board does not believe it is necessary to appaint a
senior independent Director and has net done so.
Consequently, the Company does not comply with the
Code in this respect. All of the Directors of the Company
are resident in the UK and their bicgraphical details en
page 12 of this annual report demonstrate the wide range
of skills and experience that they bring to the Board. New
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appointees to the Board are given a preliminary brisfing on
the workings of the Comparty by the Chairman, the
Manager of other appropriate persons.

Itis the respensibility of the Board 1o ensure that there
is effective stewardship of the Company’s affairs. Strategic
issues and all operational matters of a material nature are
determined by the Beard. in order to enable them to
discharge their responsibilites, all Directors have full and
timely access to relevant information. The Beard meets at
least quarterly and at each mesting reviews management,
investment and marketing performance as well as other
high level management information including financia
reports and other reports of & strategic nature. It monitors
compliance with the Company’s objectives and is directly
responsitle for approving the asset allocation, investment
and gearing ranges within which the Managar is given
discretion to act. A formal schedule of matters reserved for
the decision of the Board has been adopted.

The Board has established a procedure whereby
Directors, wishing to do so in the furtherance of their
duties, may take independent professional advice at the
Company's expense.

Notwithstanding the requirement of the Company's
articles of association that one third of the Board is subject
ta retirement by rotation each year, the Board complies
with the provision contained in the Code that all Directors
should be required to submit themselves for re-election at
least every three years.

The Board, which is small in size and is comprised
entirely of independent Directors, operates without a
Nominations Committee and believes that this is
appropriate in these circumstances. Any future
appointmeants of new Directors wil be made on a
formalised basis with the Chairman agreeing selection
criteria with his colleagues.

The Board has direct access (o the advice and
services of the Company Secretary, F&C Management
Limited, which is responsible for ensuring that Board and
Committee procedures are fallowed and applicable
regulations are complied with.

Accountability and Audit
The Audit Committee of the Company operates within
writien terms of reference clearly setting out its authority

F&C Income Growtn investment Trust PLC

and duties. It is comprised of the independent Directors of
the Company and meets at least once a year. The primary
role of the Committes is 1 review the Company's
accounting policies, the contents of the financial
statements, the adequacy and scope of the external audit
and compliance with regulatory and financial reporting
requirements. The Committee has direct access (o the
auditors, PricewaterhouseCoopers LLP, and 10 the
compliance and internal audit directars of the Manager
and to the Manager’s group audit committee, and reports
its findings to the Board.

The Board has contractually delegated the
management of the investment portfolio, the operation of
custodial services and the provision of accounting and
company secretarial services 1o the Manager. Details of
the terms of its agreement with the Manager, as set outin
note 3 on the accounts. are reviewed periodically by the
Company's Audit Commiltee.

The Board has overall responsibility for the Company’s
systems of internal controls and for reviewing their
effectiveness. These aim to ensure that assets of the
Company are safequarded, proper accounting records are
maintained and the financial information used within the
business and for publicaticn is refiable. Control of the risks
identified, covering financial, operational, compliance and
risk management, is embedded by a series of quarnerly
investment performance, perfarmance attribution and
Manager's reports and a quanterly conurol report. The
control report incorporates a key risk tabie that identifies
the risks to which the Company is exposed and the
controls in place w mitigate them, including those risks
that are not directly the responsibility of the Marager. It
also provides details of any known internal control failures.

The systems of internal controls are designed to
manage rather than eliminate risk of failure to achieve
business objectives and can only provide reasonable, but
not absolute, assurance against material misstaternent or
loss.

The Board has caried out a risk and control
assessment including a review of the Manager’s risk
management infrastructure. A key element of this
assessment was the Statement of internal Corporate
Governance for the year 1o 31 December 2002 {the




“Statement”) prepared by the Manager for its investment

trust clients to the standards of the Financial Reporting and
Auditing Group Technical Release 21/G4 (FRAG21) issued
by the Institute of Chartered Accountants in England and
Wales. Containing a report from independent external
accountants, the Statement sets out the Manager's control
policies and procedures with respect 1o the management
of its clients’ investments. The effectiveness of these
contrals is monitored by the Manager's group audit
committae, which receives regular reports from the
Manager’s compliance and audit and risk departments.
The Audit Committee has received and reviewed the
Statement, together with a report from the Manager's
group audit commitiee on the effectiveness of the internal
controls maintained on behalf of the Company, and an
annual compliance report from the Manager's director of
compliance.

By means of the procedures set out above, and in
accordance with “Internal Control: Guidance for Directors
on the Combined Code” published by the Working Party of
the Institute of Chartered Accountants in England and
Wales, the Board has established an ongoing process for
identifying, evaluating and managing the significant risks
faced by the Company and has regularly reviewed the
effectiveness of the internal contral systems far the period.
This process has been in place throughout the year under
review and to the date herecf and will continue to be
regularly reviewed by the Board going forward.

Going Concern

As referred to in the Duration of the Company paragraph
below, and in note 1{a) on the accounts, resolution 8 of
the Notice of Meeting on page 38, proposing the
cortinuation of the Company, will be put 1o shareholders at
the forthcoming Annual General Meeting on 27 June
2003. The Directors are recommending that shareholders
vote "FOR" this resolution. The Direclors believe that the
Company has adequate resources o continue in
operation for the foreseeable future. Accordingly, the
Directors continue to believe that it is appropriate to adopt
the going concern basis in preparing the accounts.
Investor Relations

Communications with shareholders are given a high
priority. In addition 1o the information provided in the annual

and interim accounts, updated information is available on
the F&C website at www.fandc.com. All shareholders are
encouraged to atiend the Annual General Megting, where
they are given an opportunity to question the Chairman
and his colleagues on the Board. Proxy voting figures are
announced to shareholders at the Meeting.

Special Business at the Annual General Meeting
Sharehalders will find on pages 37 and 38 the notice of
the forthcoming Annual General Meeting of the Company
10 be held at Exchange House, Primrose Street, London
ECZ on Friday, 27 June 2003, In addition to the ordinary
business of the meeting, the resolutions numbered 5 to 8
are proposed as special business.

Auditors (Resolution 5)

Following the transfer of substantially all of the business of
PricewaterhouseCoopers to a Limited Liability Partnership
(LLP) from 1 January 2003, PricewaterhouseCoopers
resigned from office on 12 May 2003 and the Directars
appointed its successor, PricewaterhouseCoopers LLE as
auditors to the Company.

PricewaterhouseCoopers LLP have indicated their
willingness to continue in office and special netice has
been received for resolution 5 to be proposed at the
Annual General Meeting to re-appoint them as audiors
and authorise the Directors to determine their
remuneration.

Authority to Allot Shares (Resolution 6)

Resolution & i3 similar to the authorities given to the
Directors at previous Annual General Meetings, By iaw,
directors are not parmitted to allot new shares {or to grant
rights over shares) unless authorised to do so by
sharehclders. In addition, directors require specific
authority from shareholders before allotting new shares (or
granting rights over shares} for cash without first cffering
them to existing shareholders in preportion to their
hoidings. Resolution & gives the Directors for the period
until the conclusion of the Annuat General Meeting in
2004, the necessary authority to allot securilies up to an
aggregate nominal amount of £1,033,119, equivalent to
approximately 10% of the issued ordinary share capital of
the Company at the date of this report, and empowers the
Directors to allot such securities for cash, otherwise than
to existing shareholders on a pro-rata vasis. This autherity
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and power provide the Directors with a degree of flaxibility
to increase the assets of the Company by the issue of
new shares, should any favourable opportunities arise (G
the advantage of sharehclders.

The Directors can, if necessary, use this authority and
power to satisfy demand from participants in the F&C
Private Investor and Pension Savings Plans and from
holders of F&C Individual Savings Accounts when they
believe it is advantageous 10 plan participants and the
Company's shareholders and warranthoiders to do so.

Linder no circumstances would the Directors use the
authority and power 1o dilute the interests of existing
sharenalders by issuing shares at a price which is j2ss
than the net asset value attibutable to the shares at the
time of issue.

Authority for the Company to purchase its own
shares (Resolution 7)

At the Annual General Meeting held on 28 June 2002 the
Company was authorised 1o purchase up e 5,861,257 of
its own ordinary shares (representing approximately 14.9%
of the issued share capital) in the market at a minimum
price of 25p and a maximum {exclusive of expenses) of
5% above the average of the middle market quotations for
an ordinary share (as derived from the London Stock
Exchange Datty Official List) for the five business days
before the relevant purchase was made,

Resolution 7 seeks to renew this authority in respect of
8,157,393 ordinary shares, representing 14.9% of the
ordinary shares in issue at the date of this report. This
authority will continue untll 26 September 2004 o, if earlier,
the conclusion of the Annuat General Meeting in 2004.

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

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

Itis proposed that any purchase of ordinary shares
would be funded from the Company's own cash
resources o, if appropriate, frem short-term borrowings.
Duration of the Company (Resolution 8}

Under the Company’s Articles of Association, the
Directors are required to put a resoiution to sharehclders
at the Annual General Meeting in 2003 te the effect that
the Company should continue as an investment trust.
Accordingly, Resolution 8 propeses the continuation of the
Company as an investment tust company. The Directors
recormmend that shareholders vote "FOR” this resolution,
as they intend to do 5o in respect of their beneficially held
shares, If this resolution is passed, further continuation
votes wil be proposed at each subsequent fifth Annual
TR RS benate ¢
F&CMANAGE w0 027770

12 May 2003



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

31 March 2003 and of the results for the year then ended.
In preparing the financial statements, suitable accounting
policies have been used and applied consistently, and
reasonable and prudent judgements and estimates have
been made. The financial statements are prepared in
accordance with applicable accounting standards and on
a going concem basis. The Directors are also responsitle
for ensuring that adequate accounting records are
maintained and have a general responsibility for taking
such steps as are reasonably open to them to safeguard
the assets of the Company and to prevent and detect
fraud and other irregularities.

Directdrs' Statement
of Responsibilities

The financial statements are published on the
www.fandc.com website, which is a website maintained
by F&C Management Limited {F&C). The maintenance
and integrity of the website maintained by F&C or any of its
subsidiaries is, so far s it reiates 10 the Company, the
responisibility of F&C. The work carried out by the auditors
does not involve consideration of the maintenance and
integrity of this website and accordingly, the auditors
accept no responsibllity for any changes that have
occuired to the financiat statements since they were
initially presented on the website. Visitors to the website
need (o be aware that legislation in the United Kingdom
governing the preparation and dissemination of the
financial statements may differ from legislation in their
Jurisdiction.
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Remuneration Committee

As the Board of Directors is comprised solely of non-
executive directors, it is exempt under the Listing Rules
from appoiniing a Remuneration Commiitee. The
determination of the Directors’ fees is a matter dealt with
by the whole Board.

The Company's Articles of Association limit the
aggregate fees payable to the Board of Directors to a total of
£100.000 per annum. Subject 1 this overal imit, it is the
Company's palicy to determine the level of Directors' fees
heving regard to the level of fees payable to non-executive
directors in the industry generally, the role that individual
Directors fuffil in respect of Board and Committee
responsiiities. and the time committed to the Company's
aftairs.

No element of the Directors’ remuneration is
performance related.

No Director has a service contract with the Company.

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

Directors” and Officers’ Fability insurance cover is
maintained by the Company on behalf ¢f the Directors.

Total Shareholder Return

Source: Datastream
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Remuneration for Qualifying Services

2003 2002

Fees for Fees for

services to services to

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

R A E Herbert (Chairman) 15 15
O N Dawsont - 2
M E Beckett 10 10
The Viscount Churchil 10 10
JRKEmly 10 10
P S Wilmot-Sitwell 10 10
Totals 55 57

1 Retired 25 June 2001
The Chairman receives a fee of £15.000 per annum and the other Directors £10,000
per annum, unchanged since 2009.

The information in the above table has been audited (see
the Independent Auditors’ Report on page 21},
The amounts paid by the Company 1o the Directors

eréc}f%“&%ﬁeﬁgﬁgﬁ -gfecutive Directors.
F&C MANAGEMENT LIMITED

F&C Management [N
12 May 2003

itedj Secretary

..... Secretary



Independent auditors’ report to
the members of F&C Income
Growth Investment Trust PLC
We have audiied the financial statements
which comgrise the statement of total
return of the Comparny, the Company
balance sheet, the cash flow statement
and related notes. We have aiso audited
the disclosures required by Part 3 of
Schedule 7A to the Companies Act 1985
contained in the Directors’ remuneration
repor (‘the auditable part”).
Respective responsibilities of
Directors and auditors

The Directors’ responsibilities for preparing
the annual report, and the financial
statements in accordance with applicable
United Kingdom law and accounting
standards are set out in the statement of
Directors’ responsiblities. The Directors
are also respansible for preparing the
Directors’ remuneration report.

Our responsibiiity is to audit the
financial statements and the auditable part
of the Directors’ remuneration report in
accordance with refevant legal and
requlatory requirements and United
Kingdom Auditing Standards issued by
the Auditing Practices Board. This report,
inciuding the opinion, has been prepared
for and only for the Company's members
as a body in accordance with Seclion
235 of the Companies Act 1885 and for
no other purpose. We do not, in giving
this opinion, accept or assume
responsibility for any other purpose or to
any other persen to whom this repert is
shown or into whose hands t may come
save where expressly agreed by our pricr
consent in writing.

We repont to you our opinion as to
whether the financial statements give a

true and fair view and whether the

financial statements and the auditable part
of the Directors’ remuneration report have
been properly prepared in accordance
with the Companies Act 1885, We also
report to you if, in our opinion, the report
of the Directors is not consistent with the
financial statements, if the Company has
not kept proper accounting records, if we
have not received all the information and
explanations we require for our audit. or if
information specfied by law regarding
Directors' remurneration and transactions
15 not disclosed.

We read the other information
contained in the annual repor and
consider the implications for our report if
we bacome aware of any apparent
misstatements or material inconsistencies
with the financial statements. The other
information comprises only the Chairman's
statement, the Manager's Review, the
Report of the Directors, the unaudited part
of the Directors” Remuneration Report,
and the corporate governance statement.

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 of the Financial Services Autharity,
and we repart if it does not. We are not
required to consider whether the Board's
statements on internal comtrol cover alk
risks and controls, or to form an epinion
on the eifectiveness of the Company's
corporate governance procedures of its
Tisk and control procedures.

Basis of audit opinion

We conducted our audt in accordance
with auditing standards issued by the
Auditing Practices Board. An audit
includes examination, on a test basis, of

evidence relevant to the amounts and

Independent Auditors’ Report

disclosures in the financial statements and
the auditable part of the Directors’
remuneration repor. It also inciudes an
assessment of the significant estimates
and judgements made by the Directors in
the preparation of the financial
statemants, and of whether the
accounting policies are appropriate io the
Company's circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit
50 as to obtain all the information and
explanations which we considered
necessary in order to provide us with
sufficient evidence to give reasonatle
assurance that the financial statements
and the auditable part of the Directors’
remuneration report are free from material
misstatemnent, whether caused by fraud or
other iregularity or error, In forming our
opinion we also evaluated the overail
adequacy of the presentation of
information in the financial statements.
Opinion

In our opinion: the financial
statements give a trug and fair view of the
state of alfairs of the Company at
31 March 2003 and cf its 1otal return and
cash flows for the year then enced; the
financial statements have been properly
prepared in accordance with the
Companigs Act 1985, and those parts of
the Directors’ remuneration report required
by Part 3 of Schedule 7A o the
Companies Act 1985 have been properly
prepared in accordance with the
Companies Act 1985.

ﬂ Stsctas e (Gopan L

PricewaterhouseCoopers LLP
Chartered Accountants and Registered
Auditors

London

12 May 2003
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Statement of Total Return
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Revenue Notes
Caphal Notes

319

419

1919

99

(incorporating the Revenue Account)® 2003 2002
for the year ended 31 March Revenue Capital Total Revenue  Capial Tatal
£'000s EC00s  £000s £000s  £000s  £000s
Gains and losses on investments - (16,677) (16,677} - 1,439 1,439
Income 2,062 - 2,062 2,060 - 2,060
Management fee (173) (173) (346) (206) {206} (412}
Cther expenses {219) {3) (222) (233) (3} (236)
Net return before finance costs and taxation 1,670 (16,853} (15,183) 1.621 1,230 2,851
Interest payable and similar charges - - - m m 4]
Return on ordinary activities before taxation 1,670 (16,853} (15,183) 1,620 1,228 2,849
Taxation on ordinary activities - - - - - -
Return attributable to equity shareholders 1,670 (16,853) (15,183) 1,620 1,229 2.849
Dividends on ordinary shares (equity) (1,697) - (1,697 {1.820) - {1.620)
Amount transferred (from)/to reserves (27) (16,853) (16,880) - 1,228 1,229
Return per ordinary share - pence 414 {41.75) {37.81) 4.06 3.08 7.14
Return per ordinary share (diluted) - pence 4.08 t t 3.08 3.02 7.00

“The Ravenue column of this statement is the profit and 10ss account of the Company.
All revenue and capital Rerns in the above statement derive from continuing operations.

t There is no dilution (see note 9)
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Balance Sheet

Notes

20

20

at 31 March
2003 2002
£'000s £°000s £'000s £'000s
Fixed assets
Investments
Listed in Great Britain 44,761 60,195
Current assets
Debtors 567 434
Cash at bank and short-term deposits 261 957
828 1,391
Current liabilities
Creditors: amounts falling due within one year: {805) (787
Net current assets 23 594
Net assets 44,784 60,789
Capital and reserves
Called up share capial 10,200 10,002
Share premium 9,552 8,738
Capital redemption reserve 1,020 1,020
Special reserve 16,373 16,373
Warrant reserve 1,202 1,339
Capital reserves 6,069 22,922
Revenue reserve 368 395
34,584 50.787
Total shareholders’ funds - equity 44,784 60,789
Net asset value per ordinary share
Basic - pence 109.77 151.94
Diluted - pence /1 108.61 147.80
/
Approved by the Board on 12 May 2003 \\X\V
and signed on behalf by: R A E Herbert
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Cash Flow Statement

24

Notes

22

for the year ended 31 March

£'000s

2003
£'000s £000s

2002
£'000s

Operating activities

investment income received

Interest received

Other income

Fee paid to the management company
Cash paid to and cn behalf of Directors
Cther cash payments

2,008
36

(317)
(55)
(232)

2.022
48

(381)
{587
a8

Net cash inflow from operating activities
Servicing of finance
interest paid

1,444

1,451

Net cash outflow from servicing of finance
Taxation
UK tax received

Jotal tax received

Financial investment

Purchases of equities and other investments
Sales of equities and other investments
Capital expenses and credits

{5,482)
4,238
(3)

(5.515)
5,684
{3)

Net cash (outflow)/inflow from financial
investment
Equity dividends paid

(1,247)
(1,653)

166
(1.615)

Net cash (outflow)/inflow before use of liquid

resources and financing
Management of liquid resources
Decrease/(increase) in short-term deposits

(1,4586)

900

(500)

Financing
Warrants exercised
Share capital issued

391
369

(556)

379

(499)

Net cash inflow from financing

760

379

23 Increase/(decrease) in cash

204

(120)
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1 ACCOUNTING POLICIES

{a} Going concern

As referred 1o in the Chairman’s Statement on page 2 and the
Repont of the Directors on page 18, resolution 8. proposing the
continuation of the Company, will be put to shareholders at the
forthcoming Annual General Meeting on 27 June 2003. The
Directors are recommending that shareholders vote for this
resolution. The Directors believe that 1t is appropriate for the
accounts 1o be prepared on a going concern basis.

{b} Basis of accounting

The accounts have been prepared under the historical cost
convention. modified to include fixed asset investments at
valuation, and in accordance with accounting standards
applicable in the United Kingdom and with the Statement of
Recommended Practice ‘Financial Statements of Investment Trust
Companies’ {SORP- issued December 15895) . The principal
accounting policies are set out below.

{c) Valuation of investments

As an investment trust, the Company treats all ransactions on
realisation and the revaluation of investments held as transactions
on the capital account. These items, whather profits or losses, are
not part of, and are not reflected in, the revenue account but are
charged or credited to capital reserves. Listed investmerts are
shown at middie market value.

(d) Income

Income from quoted equity shares is brought into the revenue
account {except where, in the apinion of the Directors, their nature
indicates they should be recognised as capital) on the ex-dividend
date or, where no ex-dividend date is quoted, when the
Company's right to receive payment is established. Fixed returns
on non-aquity shares and debt securities are recognised on a
time apportionment basis so0 as to reflect the effective yield on the
investment.

Franked dividends are accounted for in accordance with Financial
Reporting Standard 16 (FRS16) ‘Current Taxation” on the basis of
the income actually receivable, without adiustment for the tax
credit attaching to the dividends.

Notes on the Accounts

Where the Company has elected to recelve its dividends in the
form of additional shares rather than cash, the amount of the cash
foregone is recognised as income. Any excess in the value of the
shares received over the amount of the cash dividend foregone is
recognised as capital reserve.

(e) Expenses

All expenses are charged 10 the revenue account, except:

- expenses which are incidental to the acquisition or disposal of
nvestments are charged to capital reserve realised; and

- 50% of management fees, including related VAT, and Interest
expense are allccated to capital reserve realised, in
accordance with the board's long-term expected spit of
returns from the investment portfolio of the Company.

All expenses are accounted for on an accruals basis.

() Taxation

Deferred tax is provided in accordance with FRS18 on all timing
differences that have originated but not reversed, by the balance
sheet date. Deferred tax assets are only recognised ta the extent
that they are regarded as recoverable.

(@) Capital reserves

Capital Reserve Realised

The following are accounted for in this reserve:

- gains and losses on the realisation of investments
- realised exchange differences of a capital nature

- other capital charges and credits charged or credited to this
account in accerdance with the above palicies.

Capital Reserve Unrealised
The following are accounted for in this reserve:

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

unrealised exchange differences of a capital nature.
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Notes on the

Accounts

2 INCOME
2003 2002
£'000s £:000s
Income from investments
UK franked dividends 1,857 1.912
UK unfranked interest 98 97
Scrip dividends 89 -
2,024 2,008
QOther income
Interest on cash and shoni-term deposits 34 51
Underwriting commission 4 -
' 38 51
Total income 2,062 2,060
2003 2002
£'000s £'0C0s
Total income comprises:
Dividends 1,926 1,912
Interest from investments 132 97
Other income 4 51
2,062 2,060
Income from investments:
Listed UK 2,024 2.009
2,024 2.009
3 MANAGEMENT FEE
2003 2002
£°000s £000s
Management fee 294 357
Irecaverable VAT thereon 52 61
346 412
Less: aliocated to Capital Reserve Realised (see note 13} (173) {208)
173 206

The Manager provides investment management and general administrative services 1o the Company for a guarterly fee payable in arrears
equal to C.15% of the funds under management. The management agreement may be terminated upon one year's notice given by either
party. Management fees have been allocated 50% to capital reserve realised in accordance with the accounting policy.

4 OTHER EXPENSES

AITC promotionat activity
Auditors’ remuneration:

for audit services

for non-audit services
Directors’ emoluments - fees
Irrecoverable VAT
Sundry expenses
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5 DIRECTORS' REMUNERATION AND CONTRACTS

{a) Remuneration
The Company had no employees during the year.
The amourts paid by the Company to the Directors of the Company were a3 follows:

2003 2002

£:000s £'000s

Robin Herbert (Chairman)” 15 15
Michaet Beckett 10 10
The Viscount Churchil 10 10
Cliver Dawson™ - 2
John Emly 10 10
Peter Wilmot-Sinwell ’ 10 10
55 57

" Highest psid Director
** Retired 25 June 2001

{b) Directors’ interests in shares and warrants
The beneficial interests of the Diractors in the ordinary shares and warrants of the Company were as fallows:

Ordinary 31 March 2003 Ordinary 37 March 2002

shares Warrants shares Warrants

Robin Herbert {Chairman) 11,788 1,000 11,583 1.000
Michael Beckett 5.000 1,000 5,000 1,000
The Viscount Churchil 16,002 2,400 15.586 2,400
John Emiy - - - -
Peter Wilmot-Sitwell 12,000 2,400 12,000 2,400

There have been no changes in any of the Directors” holdings detalled above since the Company's year end.

{c} Directors' interests in contracts
No contract of significance to which the Company is & party and in which a Director is or was materially interested subsisted during the
year.

6 INTEREST PAYABLE AND SIMILAR CHARGES

2003 2002

£000s £000s

On loans and overdrafts, repayable within one year - 2
Less: allbcated to Capital Reserve Realised - {1)

Interest expense has been allocated 50% to capftal reserve realised in accordance with the accounting policy.

7 TAXATION ON ORDINARY ACTIVITIES

{a) Analysis of tax charge/(credit} for the year

2003 2002
Revenue Capital Total Revenue Capital Total
£'000s £'000s £°000s £:000s £000s £'000s

Corporation tax at 30% (2002: 30%) - - - - _ _
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7 TAXATION ON ORDINARY ACTIVITIES {CONTINUED)

{b) Factors affecting the current tax charge/{crediy) for the year

2003 2002
Revenue Capital Total Revenue Capital Tetal
£'000s £'000s £'000s £'000s £000s £'000s
Return on ordinary activities before tax 1,670 (16,853) {(15,183) 1.620 1,229 2,84¢
Return on ordinary activities multiplied by the
standard rate of corporation tax in the UK of 30% 501 {5,056) (4,555) 486 368 855
Effects of:
Franked investment incoma® {557) - (557) {574) 574)
Capital gains not taxed” ‘ - 5,003 5,003 - {431) {431
Scrip dividends® 2n - (21) - - -
Expenses disalowed 16 - 16
Expenses nat utiised 61 53 114 88 62 150

Current tax charge/{refief) for the year [note 7(a)} - - - - - -

“These items are not subject to corporation tax within an investment trust company.
The deferred tax asset of £745,000 in respect of unutiised expenses at 31 March 2003 (31 March 2002: £510,000) has not been
recognised as it is unlikely that these expenses will be utilised.

8 DIVIDENDS ON ORDINARY SHARES

2003 2002

pence Shares pence Shares

per share £'000s inissue per share £'000s in issue

1st quarter paid 0.8s 343 40,399,789 0.80 320 40,008,437

2nd quarter paid 0.85 343 40,399,789 0.85 340 40,008,437

3rd quarter paid 0.85 346 40,699,789 085 340 40,008,437

Proposed final payable/paid 1.63 665 40,799,789 1.55 620 40,008,437
4.18 1,697 405 1,620

9 RETURN PER ORDINARY SHARE

The basic and diluted revenue returns per share are based on the revenue return attributable to equity shareholders of £1,670.000
(2002: £1,620,000).

The basic and diluted capital returns are based on the capital return attributable 1o equity shareholders of £16,853,000 loss

(2002: £1,229,000 gain).

The diluted returns per share have been calculated in accordance with FRS14, under which the Company's outstanding warrants are
considered dilutive only if the exercise price is lower than the average market price of the ordinary shares during the year. The diution is
calculated by reference to the additional number of ordinary shares which warrantholders would have received on exercise as compared
with the number of ordinary shares which the subscription proceeds would have purchased in the open market ("dilutive potential
shares™).

2003 2002
Weighted average number of ordinary shares in issue - for biasic return calculations 40,366,491 39,882,782
Dilvtive potential shares 609,073 836,475
Weighted average number of ardinary shares in issue - for ditted return calcufations 40,975,565 40,718,258

For the year ended 31 March 2003, the capital losses, when divided by the weighted average number of ordinary shares in issue for the
diluted return calcuiation, result in smaller capital losses per share than the basic return calculation, hence there is no dilution of the basic
capital return,
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10 INVESTMENTS

Listed
Total
£000s
Cost at 1 April 2002 43,396
Unrealised appreciation at 1 April 2002 16,799
Vatuation at 71 April 2002 60,195
Movements in the year:

Purchases at cost 5,482
Sales - proceeds {4.239)
- realised gains and losses on sales 1.319)
Movement in unrealised appreciation (15.358)
Valuation 2t 31 March 2003 44,761
Cost at 31 March 2003 43,665
Unrealised appreciation at 31 March 2003 1,096
44,761

Gains and losses on investments
2003 2002
£'000s £:000s
Realised losses based on historical cost (974} (822}
Less: amounts recognised as unrealised {losses)/gains in previous years (345) 142
Realised losses based on carrying value at previous balance sheet date (1,319 {680}
Net movement in unrealised appreciation in the year (15,358) 2118
{Lossesi/gains on investments {16,677 1,439

Investments managed or advised by the Company's Manager

investments include Enil 2002: £nil) of funds managed by the Company’s Manager, F&C Management Limited (FCM), representing nil%
{2002: nit%) of the net assets of the Company. Under the terms of the management agreement with FCM, set aut in note 3, the

management fee calcutation excludes the value of aii such holdings.

11 DEBTORS

2003 2002
£'000s £'000s
Prepayments and accrued income 452 434
Proceeds of share issue 115 -
567 434

12 CREDITORS : AMOUNTS FALLING DUE WITHIN ONE YEAR
2003 2002
E'000s £000s
Propesed final dividend on ordinary shares 665 620
Accruals 140 177
805 797

The Company has a committed loan facility of £8 million, expiring on 11 September 2003, upon which commitment commission of 0.1%

per annum is charged on any undrawn amounts.
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13 GEOGRAPHICAL AND INDUSTRIAL CLASSIFICATION (TOTAL ASSETS LESS CURRENT LIABILITIES)

2003 2002

Total Total
Assets % %
Equities
Resources 13.0 13.7
Basic industrials 4.6 5.2
General industrials 1.4 2.4
Non-cyclical consumer goods 22.5 225
Cyclical services 14.5 17.7
Non-cyclical services 6.4 41
Utllities 7.3 6.7
Financials 271 24 .4
informaticn technology 0.2 0.2
Total equities 97.0 95.9
Fixed interest 29 2.1
Total investrments 99.9 99.0
Net current assets 0.1 1.0
Total assets less current liatilties - all UK 100.0 100.0

Note: Geographical classification of the investments heid as fixed assets is determined by the location of the major part of the investee
companies” husiness

14 SHARE CAPITAL

Issued and Issued and

Authenised Nominal fully paid fully paid

Equity share capital Number £'000s Number £'000s
Ordinary shares of 25p each at 1 Apil 2002 383,200,000 95,800 40,008,437 10,002
Warmants exercised - - 391,352 98
Issue of new shares - - 400,000 100
Balance at 31 March 20032 383,200,000 95,800 40,799,789 10,200

On 31 July 2002, 101 holders of the Company's warrants exercised their rights to subscribe for a total of 391,352 ordinary shares at a
fixed subscription price of £1 per share.

On & December 2002, 300,000 shares were issued at £1.23 each.

Cn 31 March 2003, 100,000 shares were issued at £1.15 each.

Following the year-end a further 525,000 shares were issued on 28 April 2003 at 2 price of £1.135 per share for total proceeds of
£627,000.

15 SHARE PREMIUM

Balance brought forward

Premium on new shares issued on conversion of warrants
Transfer from wamant reserve on conversion of warrants
Premium on new shares issued

Batance carried forward
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16 CAPITAL REDEMPTION RESERVE

2003 2002

£'000s £:000s

Batance brought forward and carried forward 1,020 1,020

17 SPECIAL RESERVE

2003 2002

£'000s £000s

Balarce brought forward and carried forward 16,373 16,373
18 WARRANT RESERVE

2003 2002

£'000s £000s

Balance brought forward 1,338 1,472

Transfer 1o share premium account on conversion of warrants 137 {133)

Balance carried forward 1,202 1,338

On 31 Maren 2003 there were 3,432,532 {33 March 2002: 3.823,88%) warranits outstanding.
Warrant holders have the right to subscribe for one ordinary share per warrant at £1 on the later of 30 days after the date on which the

audited accounts are despaiched to the shargholders or 31 July 2003. Cn 31 July 2002, a total of 391,352 warrants were exercised by
101 holders.

19 OTHER RESERVES

Capital Capital Capital
reserve reserve reserves Revenue
{realised) {unrealised) Total reserve
£'000s £'000s £'000s £000s
Realised gains and losses on investments (1.319) - {1.319) -
Transfer on disposal of investments 345 (345) -
Movement in unrealised appraciation on investments - {15.358) {15,358 -
Management fees and related VAT (see note 3) (173) - (173) -
Cther capital charges and credits 3 - ) -
Amount transferred from revenue reserve - - - {27)
{1,150} (15,703) {16,853) 27
Balance brought forward 6.123 16.799 22.922 385
Balance caried forward 4,973 1,096 6,069 368

Included within the: capital reserves movement for the year is £nil {31 March 2002: £ni) of dividends recognised as capital.
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20 NET ASSET VALUE PER ORDINARY SHARE
The movernenis during the year in the total net assets atiributable to ordinary shares, used in the calcutation of both basic and dituted
net asset value per ordinary share, were as follows :

Ordinary
shares
£'000s

Total net assets brought forward 60,788
Total recognised gains and losses for the year {(15,183)
Dividends (1.697)
Conversion of warrants N

Issue of shares 484
Total net assets carried Torward 44,784

The diuted net asset values per ordinary share have been calculated in accordance with FRS14, under which the Company’s
outstanding warrants are considered dilutive only if the exercise price is lower than the market price of the ordinary shares at the year-
end. The dilution is calcutated by reference to the additional number of ordinary shares which warrantholders would have received on
exercise as compared with the number of ordinary shares which the subscription proceeds would have purchased in the apen market
("diiutive potential shares”).

2003 2002
Ordinary shares in issue at 31 March - for basic net asset value calculations 40,799,789 40,008,437
Ditutive potential shares at 31 March 434,688 1,121,495
Ordinary shares in issue at 31 March - for diluted net asset value calculations 41,234,477 41,129,932
21 RECONCILIATION OF MOVEMENT IN EQUITY SHAREHOLDERS’ FUNDS
2003 2002
£'000s £'000s
Revenue return on ordinary activities after 1axation 1,670 1620
Dividends (1,697) (1.620)
Capital return for the year {16,853) 1,228
Premium on wairants conversion 293 284
Warrants exercised 98 95
Issue of shares 484 -
Net movement in equity shareholders’ funds {16,005) 1.608
Equity sharehclders’ funds brought forward 60,789 59,181
Equity shareholders’ funds carried forward 44,784 60,789

22 RECONCILIATION OF REVENUE RETURN BEFORE FINANCE COSTS AND TAXATION TC NET CASH
INFLOW FROM OPERATING ACTIVITIES

2003 2002
£'000s £'000s
Revenue return before finance costs and taxation 1,670 1,621
(ncrease)/decrease in accrued ncome (16) 19
(Decreaselfincrease in creditors (37) 17
Maragerment fee allocated to captal {173) (206)
Net cash inflow from operating activities 1.444 1,457
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23 RECONCILIATION OF NET CASH FLOW MOVEMENT TO MOVEMENT IN NET FUNDS/(DEBT)

2003 2002

£000s £000s

Increasefidecreasa) in cash 204 (120)
{Decreaselfincrease in short-term deposits {900) 500
Movement in net {debt}funds resulting from cash flows (696) 380
Net funds brought forward 957 577
Net funds carried forward 261 957
Balance at Balance at

Aprit 2002 Cash fiow 31 March 2063

Reprasentad by £000s £000s £'000s
Cash at bank 57 204 261
Short term deposits 900 00 -
957 (698) 261

24 RISK PROFILE OF FINANCIAL ASSETS AND LIABILITIES
The Company is an investment company as defined by Section 266 of the Companies Act 1985 and conducts its affairs so as to quallfy
as an investment trust under the provisions of Section 842 of the Income and Corporation Taxes Act 1988.

The Company's investment objective is to secure a high rate of total return from long-tesm income growth greater than the rate of UK
infiation, and capital growth greater than the FTSE 350 Index. The Company seeks to meet its investment objective by investing
principally in a diversified portfolio of UK quoted equity and fixed interest securities. The Company has the power to take out both short
and long-term borrowings.

This approach has been followed throughout the year under review. In pursuing its investment objectives, the Company faces risks to

both assets and revenue. These risks, and the Directors’ approach to the management of the risks, are set out on page 34. In the year
to 31 March 2003 (and year to 31 March 2002) the Company did not make use of derivatives, engage in hedging activities or take out
any lang-term borrowings.

Financial Assets
All the interest-bearing investrments and cash of tha Company are denominated in sterling. The interest rate risk profile of the Company's
financial assets at 31 March (excluding short-term loans) was:

Fixed rate investments Cash Total
2003 2002 2003 2002 2003 2002
Fioating rate interest assets (£'000s) - - 261 57 261 57
Fixed rate interest assets (£'000s) 5,314 1,285 - 900 1.314 2.185
Weighted average interest rate % 85 8.5 na 3.5 n/a nfa
Weighted average period for which rate is fixed 3.2 years 3.3 years n/a 3 days n/a nfa

n/a - not applicable

Financial Liabilities
The Company does not have any interest-bearing financial liability at 31 March 2003 (31 March 2002: nil).

Currency Risk
The 2ssets of the Company are wholly denominated in sterling, the Company's functional currency. Therefore the Company is not
subject to any significant risk of currency movements.

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

Risk

24 RISK PROFILE OF FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

Management of Risk

Credit

Failure by counterparties to defiver securities
which the Company has paid for, or to pay for
securities which the Company has deliverad.
Liquidity

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

Market Price

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

Interest Rate
Assets, liabiities and net revenue may be
affected by interest rate movements.

Revenue Cash Flow
insufficient net revenue to meet the Company’s
dividend objective.

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

The Company's investments are principally quoted equities and fixed
interest stocks and are readily realisable. The Company has the
power to take out borrowings, both short- and fong-term, and in
addition has a committed overdraf: facility.

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

The Company's assets include fixed interest stocks, the values of
which are reqularly reviewed by the Board. The Company finances
part of its activities through overdrafts al levels approved and
monitored by the Board.

The Board receives regular revenue account forecasts from the
Manager through which it monitors dividend paying capacity against
the dividend objectives of the Company.
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Historical Record

ASSETS
at 31 March
29 Mar
£'000s 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Total assets less current liabiities 41,196 40,676 45786 489.862 63,074 62.931 59.076 59.181 60,789 44,784

NET ASSET VALUE
at 31 March
29 Mar
1994 1955 1996 1997 1998 1999 2000 2001 2002 2003
NAY per share 950p 94.8p 105.9p 1152p 1457p 1448p 1442p 149.3p 151.9p  109.8p
NAV per share (diluted)” n/a n/a 105.0p 1128p 1396p 139.0p 139.9p 1446p 147.4p  109.0p
NAV per share (diuted) tota! return on 100p - 5 years (per AITC) 86.8p
SHARE PRICE
at 31 March
29 Mar
1894 ** 1995 1996 1957 1998 1999 2000 2001 2002 2003
Mid-market price per share 86.0p 935p 1020p  S40p 117.5p 1105p 107.8p 123.8p 141.5p 114.5p
Warrant price - 23.0p 20.0p 11.5p 320p 24.5p 23.5p 26.0p 43.0p 12.0p
Discount/{premivm} to NAV
{dil.ted where applicable} - 1% 3% 17% 18% 23% 25% 14% 4% (5%)
Share price High -~ 1050p 1120p 107.0p 123.0p 1260p 124.0p 131.0p 14255  142.0p
Share price Low - 891.0p 95.0p 88.0p 92.0p 820p 1060p 1045p  110p 105.8p
Share price total return on 100p - 5 years - Company (per AITC) 113.4p
REVENUE

for the year ended 31 March
19958 1996 1997 1998 19991 2000 2001 2002 2003

Available for ordinary shares (£'000s) 1,462 1.470 1.556 1.681 1,808 1,545 1672 1.620 1,670
Earnings per share 341p  341p 360p 3.88p 4.16p 361p 416p  406p 4.14p
Dividends per share 325p  340p 355p 365 3750 385p 385p  405p 4.18p
PERFORNMANCE
29 Mar

(rebased at date of initial share issue*)1994*  1995§ 1995 1997 1998 1999 2000 2001 2002 2003
NAV per share (diluted) 100.0 98.8 109.4 117.5 14B.3 T48.8 1481 1525 154.0 113.5
Mid-market price per share 100.0 97.4 106.3 57.9 122.4 1131 12.2 129.0 147.4 119.3
Earnings per share - 1000 100.0 1086 113.8 122.0 105.9 122.0 1191 121.4
Dividends per share - 1000 1046 109.2 112.3 115.4 118.5 1215 124 6 128.6
RPI - 1000 102.7 105.4 1081 111.0 133.2 115.3 118.0 121.9

nfa Thereis no dilution,

" Diluted NAV calculated in accordance with AITC method.

** Initial shares issued on 29 March 1994,

1 Restated for the allocation of management fees to capital.

§  Period from incorporation on 3 February 1954 to 31 March 1995,
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Historical Record (continued)

COST OF RUNNING THE COMPANY
for the year-ended 31 March

% 1995§ 1996 1997 1998 1999 2000 2001 2002 2003
Operating costs as a percentage of:
Average net assets 1.05 1.04 1.0 0.99 1.02 1.05 1.08 1.1 1.1

§ Period from Incorporation on 3 February 1994 to 31 March 1895.

Definitions

Operating costs Ali costs charged to revenue and capital, excluding related taxation refief, interest costs, taxation, the costs of purchase of
share capital and the costs of buying and selling of investments.

NAY Net asset value.

RPI All-iterns excluding mortgage interest payment Retail Price Index.

Average net assets Average of nel assets at end of each calendar quarter,

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

Price total return Return to the investor on mid-market prices. assuming that all dividends received were reinvested,

AITC Association of Investment Trust Companies.
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Notice of Annual General Meeting

Natice fs hereby given that the ninth Anrual General

Meeting of the Company will be held at the registerad

office of the Company. Exchange House, Primrose Street,

London EC2, on Friday, 27 June 2003 at 12.15 pm for the

following purposes:
Ordinary Business

1

2
3
4

Te receive and adopt the Directors’ report and
accounts for the year ended 31 March 2003.

To approve the Directors’ remuneration report.
To declare a dividend on the ordinary shares.

Jo re-elect Mr M E Beckett as a Director,

Special Business

5

To re-appaint PricewaterhouseCoopers LLP as
auditors of the Company {having previously been
appointad by tha Board to fill the vacancy arising by
reason of the resignation of PricewaterhouseCoopers
and special notice having been received of the
intention to propose the resaution as an ordinary
resolution) and t¢ authorise the Directors 1o determing
their remuneration.

To consider and, if thought fit, pass the following

resolutions as special resclutions:
6 THAT:

{a) the Directors be and they are hereby:

{)  generally and unconditionally authorised, in
accordance with Section B0 of the
Companies Act 1985 (the "Act’), o exercise
all the powers of the Company to allot
relevant securities up Lo an aggregate
nominal amount of £1,033,119 during the
period commengcing on the date of the
passing of this resolution and expiring at the
conclusion of the Annual General Meeting of
the Company in 2004; and

fi)y empowered, pursuant to Section 95 of tha
Act, to allot equity securities pursuant to the
authority referred to in paragraph {a)fi) of this
resolution as T Section 89(7) of the Act did
not apply to any such aflotment.

but 50 that this authority and power shall enable

the Compary to make offers or agreements

which would or might require relevant securilies
or equity securities to be allotted after the expiry
of this authority and power; -

D) all autherities and powers previously conferred
under Section 80 or Section 95 of the Act be and
they are hereby revoked, provided that such
revocation shall not have retrospective effect; and

(c) words and expressions defined in or for the
purposes of Part IV of the Act shall Dear the same
meanings in this resolution.

THAT the Company be and is hereby generally and

unconditionally authorised, in accordance with

Section 166 of the Companies Act 1985 {the "Act'),

to make market purchases (within (e meaning of

Section 163 of the Act) of ordinary shares of 25

pence each in the capital of the Company ("ordinary

shares™ on such terms and in such mariner as the

Directors may from time (o time determine, provided

that:

{al the maximum number of ordinary shares hereby
authorised to be purchased shall be §,157,393;

(b} the minimum price which may be paid for an
ordinary share is 25 pence;

{c) the maximum price which may be paid for an
ordinary share is an amount equal 1o 105% of the
average of the middle market quotations for an
ordinary share (as derived from the London Stock
Exchange Daily Official List) for the five business
days immediately preceding the date on which
the ordinary share is contracted to be purchased.

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

fe) the authority hereby conferred shall expire con
26 September 2004 cr, if earlier, at the
conclusion of the Annual General Meeting of the
Company in 2004, unless such authority is
varied, revcked or renewed prior 1o such time by
the Company in general meeting by special
resolution; and

i the Company may make a contract to purchase
ordinary shares under the authority hereby
conferred prior to the expiry of such authority
which will or may be completed or executad
wholly or partly after the expiry of such authority.
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8 Toconsider and, if theught fit, pass the following
resolution as an ordinary resolution:
THAT the Company should continue as an ihvestrnent
trust.
By Order of the Board
F&C Management Limited
Secretary
28 May 2003
Registered office:
Exchange House
Primrose Street
London EC2A2NY

Location of Meeting

F&C Income Growth investment Trust PLC

NOTES

Pursuant Lo ragulation 41 of the Uncertificated Securities Regulations
2007, only holders of ordinary sheres registered on the register of
members of the Company at 11.00 pm on 25 June 2003 {the "specified
time") shall be entitied to attend and vote or be represented at the
meeting in respect of the shares registered in their name at that time.
Changes to entries on the register of members after 11.00 pm on

25 June 2003 shall be disregarded in determining the rights of any
person to attend and vote at the meeting. If the meeting is adjourned ta
& tme not more than 48 hours after the time applicable 1o the original
meeting, the specified time will alsc apply for the purpose of determining
the entitlement of members 1o attend and vote {and for the purpose of
determining the number of votes they may cast) at the adjcurned
meeting. If, however, the meeting is adjourned for a longer period then,
to be so entitied, members must be entered on the Company's register
of members at 11.00 pm on the day which s two days before the timea
fixed for the adjourned meeting o, if the Company gives notice of the
adjourned meeling. at any time specified in that notice.

A member entitied 10 attend and vote at the meeting may appoint one or
rore proxies to attend and vote instead of him/her. A proxy need not be
a member of the Company.

To be valid, a form of proxy for use al the meeting and the power of
attorney or other authority {if any) under whick it is signed. or a notarally
certified or office copy of such power or authority, must be deposited
with the Company’s registrars, Computershare Invastor Senvices PLC,
PQ Box 1075, Bristol BS99 322, not less than 48 hours before the time
appainted for holding the meeting. In view of this reguirement, investors
hoiding shares in the Company through the F&C Private Investor,
Personal Equity of Pension Savings Plans or in 2 F&C Individual Savings
Account should ensure that forms of direction are returned 1o
Computershare Investor Services PLC not Jater than 96 hours before the
time appointed for hoiding the meeting.

The register of Directors’ holdings is avaitable for inspection at the
registered office of the Company during normal business hours on any
weekday and wil be available at the place of the meeting from 15 minutes
prior to the commencement of the meeting until the conclusian therecf.

No Director has any contract of service with the Company,
The final dividend In respect of the year ended 31 March 2003 will, if

approved, be paid on 30 June 2003 to holders of ordinary shares on the
register at the close of business on 23 May 2003.




Information for Shareholders

Net Asset Value and Share Price

The Coempany's net asset value (NAV) is released daily, on
the working day following the calculation date, to the
London Stock Exchange,

The current share price of F&C Income Growth
Investment Trust is shown in the investment trust section of
the stockmarket page in most leading newspapers, usually
under "F&C Inc Growth'.

Performance Information

Information on the Company's performance is provided in
the interim and final reports which are sent to shareholders
in Novemnber and May respectively.

More up-to-date performance information is available
on the Internet at www.fandc.com (select your language
and profile UK Private Investor, Investment Trusts, Income
Growth). This website provides & monthly update on the
Company's largest holdings, along with comments from
the fund manager.

Association of Investment Trust Companies (AITC)
F&C Income Growth Investment Trust is 8 member of the
AITC, which publishes a monthiy statfstical information
senvice in respect of member companies. The publication
also has details of ISA, PEP and other investment plans
available. For further details, please contact the AITC gn
020 7282 5555, or visit the website: www.itsonline.co.uk.
UK Capital Gains Tax (CGT)

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

Up to April 1998, the cost of investrmients for CGT
purposes was adjusted to allow for infiation between the
month of acquisition and the month of disposal of the
investments. For investments held at 6 April 1998 and
disposed of after that date, this indexation allowance will
be computed for the pericd from the date of acquisition to
April 1998, with taper relfief applying after April 1998. For
assets acquired on or after 8 April 1998, only taper relief
applies. The taper reduces the amount of chargeable gain
according 1o the number of complete years after 5 Apri
1898 for which the investment has been held,

Income Tax
The proposed final dividend is payable in June 2003, net
of a notionai tax credit of 10%. Individual UK residant
shareholders who are subject 10 UK income tax at the
lower rate or the basic rate have no further tax liability.
Tax credits on dividends received from shares held within
a PEP or iSA are recoverable from the Infand Revenue.
Shareholders not resident in the UK, and any
sharehoiders in doubt as 1o their tax position, should
consult their professional advisers.
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How to buy shares in
F&C Income Growth Investment Trust PLC

Private Investor Plan (PIP)

It only casts 0.2% fpius 0.5% Government Stamp Duty) to
invest in F&C Income Growth Investment Trust via this
simple savings scheme and there are no engoing charges.
You can irvest a lump sum or set up a Direct Debit 1o
make regular monithly payments from just £50 per month.

Pension Savings Plan {(PSP)

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

Individual Savings Account {(ISA)

You can invest up to £7,000 tax-free” in F&C's Maxi ISA, or
£3.000 in the Mini iSA either by completing an application
form or investing online. You can make regular montrily
payments by Direct Debit ang/or invest a lump sum.

Personal Equity Plan (PEP)

Although PEPs are no fonger available for new subscriptions
you can transfer investmants from one manager to another,
subject to inland Revenue reguirements.

F&C's fixed rate charging structure provides excelent value for
money as you pay one fixed annual managsment feg no matter
how many nvestment Trust PEPS or ISAs you hold with F&C.

If you have souble reading smaller print, please let us know.
We can provide literature in aliernative formats, for example,
large print or on audiotape. Please call 0845 600 303C for
more details.

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

Broker Support on 0845 600 1868

(UK calls charged at the local rate)

Fax 020 7825 2108

You can also visit us on our website:

www.fandc.com under Investment Trusts

if you wish to write to us, the address is:

The information on this page has baen issued and approved by F&C hManagement Limited. authorised and regulated by the Financial Services Authoniy.
Potential investors are reminded that the value of investments and the income from them may go down as well as up and investors may ROt receive DACk
the full amount investad. Tax benefits may vary a5 a resull of stawtory changes and their value will depend on individual circumstances.

“Free of capital gains tax; incorne received has heen taxed at source.

F&C Incorne Growth investment Trust PLC
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Registrars: Computershare investor Services PLC, PO Box 435, Owen House, 8 Bankhead Crossway North, Edinburgh EH11 4BR
Tel: 08707020130 Fax 08707036141 Websiter www.computershare.com  Email: web.gueriesg@oomputershare.co.uk




