NOTICE OF ILLEGIBLE FAGES

.ompanies House regrets that documents in this
company’s record have pages which are illegible.

The paor quality has been noted, but unfortunately
steps iaken o improve them were unsuvecessiul,

«ompanies House would like fo apelogise for any
inconvenience this xory cause
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Company Objective

1o provide

® a secure and growing dividend for Income
Shareholders, and

@ capital appreciation for Capital Shareholders

by investing in utility companies with special
~ attractions

Summary of Consolidated Results

30Sept 23 Aug

1994 1993 %
Netwsctsperpackageunic 124.4p 97.0p +28.2
Netasetspercapital share 643  370p  +738
Bacnings perincome shace T T UL L
Dividendsperincomeshace e - -
Shar pricc: ) B
*  Package unlts T S M70p 1000p 4170
. C;t};i‘t‘nlshurc; 50.5p 40.0p +26.3
. ncomesbares 777 TTesss | eoop | eea2
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Chairman’s Statement

Dear Shareholder

tam pleased to eeport that your
Company has had o successful first
year, We have met the prospectus
dividend forecast and produced
strong capital growth, We are

confident of further progress over the

life of the Company.,

Partfolio Report
Your Company commenced
operations with the acquisition of a

portfolio of holdings in severml water

only c.mpanies. In the Rest few
months of the year we concenteated
on investing the remainder of the
porttolio in some of the arger UK
utilities and in a sefection of
international utllies where we saw
particulir opportunitivs, The
proceeds of the issue were al
invested by the end of 1993

There were oy maportant

repukatory reviews during the year, In

July, OFWAT announced the pricing
formulas which will govern all water

only and witer service companies for
the next five years. In August, OFFER

Inid down the framework for prices in
the electrieity distribution market for
the next five years, These reviews
were crucitl to the prospecis of the
companies involved and created
substantial uncertainty and
apprehension before they were
announced, We sought to protect
ourselves against the effects of this by
hecging part of our exposure to these
industries through the use of
derivatives. This proved tobe
successful sirategy as the gainon our
derivative positions offset a large part
of the drop in the vitlue of the shares
In our portfolio and the positions
were closed before the reviews were

announced.

In the eventhoth regulatory reviews
were well received by the stock
market and the prices of many of our
holdings rose sharply. We used this
period of market strength to reduce
some of our holdings.

Capital Performance

The geaph opposite shows the
performance ol the package unit since
the first day of dealing on 23 August

Foreign & Calonia Spuaal Utiities Investmaent Trust PLC Annual Report and Accounts 1024

1993, The netasset value has risen by
28.2% to 124.4 pence compared with
arise of 1.8% in the FT-SE A Utilities

Index and no change in the FI-SE All

Share Index,

The netasset value per Capitl share
has risen by 73.8% to 6-+.3 pence.

Revenue Performance

In the prospectos we made a dividend
forecastof 3,74 pence per Income
share. This was based onour
assessment of the dividends likely to
be paid by our intended holdings. In
the event dividend neome was
stightly higher than we expected but
this was panly offsct by greater than
anticipated interest costs. Expenses
were much as we expected. We have
beenable 1o meet the dividend
forecast and make 2 small transfer to
revenue reserve for future dividend
distributions, Interim dividends of 1.1
pence per Income share were paid in
April and October and the Board is
recommendiog a final dividend of
L.54 pence, In future years an inerim
dividend will be paid in July and a
final dividend in January,
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Prospects and Strategy

In the next few months the water and
electricity companies will be
preparing themselves for thelr new
regulatory regimes which come into
effect on 1 April 1995, We believe that
most companies will be able 10 cope
suceessfully in the new environment
and continue 1o produce real growth
in divideads after inflation. This
underpins our commitment to the
utility sector in the UK. In the longer
term it is likely that the regulatory
climate will become progressively
tougher for the major utitities. Our
emphasis will continue 1o be on the
smalter more specialist utilities which
we belteve have more interesting
prospects,

In addition we will continue our
policies of using our expertise to
make selected investments Inutilities
overseas where we see particular
value and using derivatives to hedge
our investment positions and protec
the portfolio from the worst effects of
market volatility.

The performance in the current year

T

is unlikely 1o be as sirong as in our
firstyear but we are confident of
continuing growth in the utility sector
over the long term in both capital and
dividends. | look forward 1o
welcoming as many of you as are able
1o come 1o the annual general
mecting at 2.30 p.m. on 19 December
1994, This will be held acthe offices of
Foreign & Colonial Management in
Exchange House, Primcose Streer,
London EC2A 2NY,

Alan Wheatlay
November 1954
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Investment Manager’s Review

Itis pleasing to report that in our first
vear we have outperformed both the
FI-SE Utilities Index and the FT-3E All
Share Index by substantial margins as
the grap h of our Net Assat Value on
page 2 shows. We were also pleased
0 achieve our dividend forecast for

the Income shares.

At 30uh Septeniber, our year end, total
funds invested had increased to £62
millicn, Qur gross exposure can be

summarised as follows:

Water 59
Gian 16
Eleetricity 15
Telecommunications 5
(ther _5

100

Investment highlights of the year

included:

« astrong performance by the water
only companles in the UK

+ successful hedging of our UK
water seevice company and
electricity positions shead of the
Regulatory Review determinations

in the summer, and

* Increasing our non-U'K gross
exposure to 4%,

Adetailed review of the uility sectors

is contained on pages 8 to 25.

The forthcoming year will be an active

one for most UK urility sectors:

*  Inwaterand clectrceity, the
companies will be working hard to
adapt successtully and profitably
10 the price caps and other
controls introduced following the
Regulatory Reviews in the
summer.,

Since our year end we have seen
most activity from the Regional
Electricity Companies (RECs) who
have been using their surplus cash
10 fund share buy-backs and
special dividends, Weexpect
these to continue n 1994 and
1995 and, when taken with the
proposed llotation of National
Grid In the ficst hadf of 1995,
praspects for the RECs look
atteactive. Another major event for
the elecideity industry inthe first
halfof 1995 will be the sale of the
Government's remaining 0%

shareholdings in National Power
and PowerGen.,

Industry consolidation and share
buy-backs in the water sector may

QOCCuUr.

We may see some politically

induced voluility it both sectors,

Dritish Gas will be looking to
adapt successfully 1o the major
regulaton developments of last
year, There will sie much interest
in the proposals for introducing
competition into the UK
residential supply macket,

In telecommunications, the pace
of competition in the UK will
increase and it will be a vigorous
vear for all the participants
whether they are looking to take
tnarket shire or to recapture t.
Continuing economic recovery
should hoost call volume,

In transportation, we see some of

the UK reglonal airports and one

or two ol the trust ports joining




the private sector and @ continuation
ofthe groundwork 1o facilitate
private sector involvement in rail
and roads.

Internationally, there are certain to be
many developments, including a
number of privatisadions.

We will continue to look for utility
companies which offer atiractive
relative vilue,

Qur investment philosophy can be

summarised as follows:

* superior fundamental
understanding of the utility
sectars and their regulation

* sensitivity to siep changes
resulting from developments in
reguintion and compeiition

* focus on companies with the ability
10 grow dividends while
maintalning healthy dividend cover

» search for underrated and under
researched companies

* development of techniques o
compare utllity companies across
geagraphical regions and across
industrics.

-4
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Sector Reviews
Water

United Kingdom Review

The water utility incustry in England
and Wales is dominated by ten
companies supplying both waterand
sewerage services the WASCs). A
number of other companies
supplying water only (the WOCs)
cover the rest of England and Wales,
Both sets of companies are in the
private sector. Ofthe WOCs, eleven
remiin independent and ace listed; all
of the WASCs arc listed on the Stock
Exchange. In the geographicarea
served by the WOCs, sewerage
services are provided by the local
WASC and sewerage charges are
normally collected by the WOC and
passed on to the WASC.

‘The WQCs, which are significantly
smytller than the WASCs, have been in
the private sector for many years and
were ordginally statutory companics,
The WASCs were the old water
authorities and were privatised in
1990, In Scotland, water supply and
sewerage is stifl provided by the
public sector.

The year under review has been
overshadowed by the uncertaintles of

the Regulatory review for both the
WASCs ancl the WOCs. This was the
first review since privatisation and the
Office of Water Services (OFWAT) was
meticulous in its review process.
Hepefully, the final determinations
will provide a framework for the
Immediate years ahead, aithough the
wilter industry is probably the most
politically sensitive utility sector.

The WASCs

The companies provide 100% of the
sewerage services and around 75% of
the water supply. Both water supply
and sewcerage services are subject to
steingent quality standards imposed
by UK and EC authorities which
involve the industey In significant
capital expenditure, Total capital
expenditure for the five years to the
year 2000 allowed for by the
Reaulator tn making his
determinations is £13 billion for the
WASCs. The greater part of this is
related to sewerage,

in the final determinations announced
in July, the welghted average change
in prices for the five vear period 1o the
year 2000 was Indexed to RPI plus
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1 6% ancl tor the s obscgquent ve vears
P pluy 0ty tne anatd al a
posiuve cather than anegatye
indexaion to RPLrefleces the levels of
capital expenditure w be hinanced,
The determinations were accepted by
ali the WASCyapart {from South West
Water, which has appealed to the
Monopolies and Mergers
Commission, It is likely that there will
be another review in five yewrs time so
that the July determination for the
subsequeat fiive years may be ot

academicinrerest only.

The review was generally received
favourthly by investors with annual
dividend growth prospects estimated
by the marketat $-0% in real werms for
the five years to 1999 2000 hinanced
largely by a reduction in dividend
cover, The companies will be cash
negative i sector gearing is expected
1o be around 45% by the year 2000,

Tho WOCs

The WO capual expendiuce
requiremessts are sigmifaantly less
than the WASCs on a relative basis, as
they are not invoived in sewerage
services The Regulator altowed for
total capital expeaditure of £1 billion
en reaching his determinations for the
WOUs {or the first five years of the
review period.

In the final determination, the
weighted average change in prices for
the five year period to 2000 was
intdexed 1o RPI plus 0.0% and for the
subsequent five years to RPL minus
1.3% Within the average for the first
five years, a number of companies
were awarded negative indexations.
The indexations would have been
more negative but for the Regulator
factoring in a higher rte of return, up
to 0.75% after tax, for the WOCs
relative 1o the WASCs to reflect the
higher cost of capital for smaller

wimpanies The deternunanons were
accepted by ail the WO s exceptior
Portsmouth Water, which has
appeated to the Monopolies and
Mergers Commission Aswiththe
WASGs the likelhibood of another
review in five years may make the
determinations for the second five
year period academic.

Again the reviews were received
favourably by tnvestors. The average
price differential between the WOCs
and the WASCs for the first five years
was set at 0.9% per annum by the
Regutator. ‘This should allow real
dividend growth at least equal to the
WASCs who have the additional
capital expenditure on sewerage.
While QFWAT set onerous efficiency
tarpets in some cases, the WOCs will
remain, on average, cash generative
after providing for a full taxation
charge.

Replacemment of PYC maim with nevy 256 aun polyethylene pipe to reduce the o dence of bursts
Wrexham Water
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Possible share buy backs and capal
reconstructnons coupled with
projected industey reorganisittions
should provide proteciion to the
WOCs' share market valuations,
which are now standing at a premium
1o the WASCs,

International Review

There are not many water utilities
listed outside the UK, However, the
number is likely to increase with

expected privatisation programomes.

The U'SA isan exception where private
sector, listed water utilities account
forbetween 20% and 253% of US water
supply. in sewerage, the private sectlor
operates between 5% and 10% of 18
facilities. The water utilitiesareon
average much smaller than the WASCs
with only one U'$ utility larger than
the smaitest WASC. The regulatory
environment is more constrained
being basced on eate of return, which
provides little incentive for efficiency

gains,

France and Spain have the most
developed private water utility sectors
in continental Europe. In France, the
private sector is responsibie for
around 5% of water supply. Two
large utility companies dominate, but
they are diversified with other wilicy
and non-utility activities. In Spain,
around 35% ofwater supply is
managed by the private sector, We
consider Aguas de Barcelona,
significantly the largest private sector
operator and one of SUITs wen lirgest
holdings, o bean ateactive
investment,

11
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Electricity

United Kingdom Review
The year has been dominared by the
Regulatory Reviews in the generation
and distribution sectors. These were
the ficst major reviews since
privatisation and, as such, were
cencisd in establishing the long-term
qlue of the sectors, Hopefully, the
reviews will provide a seutled
framework for the immediate years
ahead — atthough we have no doubt
that political parties will attempt to
capitalise on the industry from time to
time
The domestie electricity utility

industry 1s reviewed below.

Generation

In Englind and Wales, around 60% of
clectrical power is penerated by two
companies, National Power and
PowerGen, Scotland is struetared
differeatly. Scottish Powerand
Scouish Hydroare Integrated utilites
with both generation and distribution
funcdons

1n February, 1994, the Regulator
agreed not o refer National Power
and PowerGen to the Moropolles and

Mergers Commission for two years, In

return, the companies will endeavour
tosell off generating plant by the end
of 1995 and cap pricesin the
electricity pool. By 1996, competition
should have grown as independendy
owned power plants come on stream,
‘The ageeement was generally
perceived as beneficial foe the two
compinies. Market estimates of
annual dividend growth prospucts for
the next two years are around 18% lor
PowerGen and 16% for National
Power.

‘The companies remain strongly cash
generative and PowerGen has used
some of its eash 10 buy bick its own
shares, Nattonal Power intends to
buy back approximately 8% afits
shares from the UK Governmaent
when the [atter sells its remaining
0% sharcholdings in the two
companies in the first halfof 1995,
1995 may also see developments in
the future ownership and structure of
Nuclear Power and Scottish
Nuclearahe two siate-owned nuclear
POWEr generalors

Distribution
In England and Wales, distribuiion
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“The rasme,gs cut
off, but nct the
powser ”
Atewyears ago,
power cutswere
part of the routine
series of
difticaltres
Brought to the
lowal community
by the harsk
Wanter vwweatnel
The investmoent
Manweb has made
mrural areasss
naw shavmeg
tlear results In
e Guvyredd
d.strict alone, an
iny estment of

£4 6 moklionan
188364 has
reduced the tault
rate by 6b percent




irom the nanopat Grd o the

customee s provided by twehe regionat
electrcuty companes {the {ECa) In
scotland. this funcuon s undertahen

by the tw o Scottsh utlites

"The Regulator's final price
determinations for the RECs
distribution activitics, accounting for
some 90% of their profits, weree
announced mAugust They will cesult
in average cuts in distribution revenue
in 1993 96 of 1% and, in the
subsequent years to 1999 2000,
distribution revenues will be indexed
1o RPI minus 2% The review wis
favourably received by investon s
annual dividend growth prospects for
the five years w0 1999 2000 are
estimated by the market 21 6-8% o real
terms before fictoring in the effects of
any share buy-backs and the RECs will
retain their strong cash generutive
charactesistics, Furtherupside
potential for sharcholder value can be
uxpecied from share buy back
programmes, which nine of the twelve
RECs have already started, and the
flotation of Natonal Grid with possible

corporte activity in the background.

The review of the Scottish companies®
distribution businesses was not as
favourably receivedt, There was no
initial price cut for 1995 90 and price
changes for the subscguent years 1o
1999 2000 are indexed to RPIminus
1.5% on average. However, the review
wis not pereeived as providing,
sulficient relief against the expected
fall in generation profits of the

Scottish utilities
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F ey nen
The Natonal Gead s the moaspody
ramsautter of elecrrion m Eagland
and Wales 1is wholly owned by the
RECs who are conwidenng
crvatallvmg value by ss ffotation in
the frest half of 1995 We expedt
Natonal Grid 1o be an attractive
investment In ity own right

In Scotland the high voltage
TEAnsMission system is integrated
within the Scottish utilities” business,

Frteroastional Boviewy

Hicee are arelausedy Large number ot
prnvate sector, listed eleariaty uulines
outsigle the U Kin which we could
poterunlly invest This compares
favourably with some other utility
sectors where investment
opposiunities are limited, This
number will increase in the immediate
vears ahead as more goveraments
privatise their elecicity wtilines and
the independently owned power plant
industry becomes more established.

o Lt 4 "é...*év;sf.\‘.
MR

W e have looked at a Large number of
these utthties and contnue 1o builld
ourda base The repulatory
environment for a utiiy coLapanyis a
key component in the investment
decision and our knowledge én this
area atso continues to deselop, We
made @ number of investments during
the year some of which were realised
atan anractive profit. We are satisfied
with our current exposure to the
international sector of some £3
million. We will continue 10 monitor
the sector actively for Atractive
opporunities in buth currently listed
companies and forthcoming
privatisations.

Lookiny after the electricity network
at Heathrow = the world's busiest
internatiorat airpe it

- London Electricity

Tho 2000040 aesulpt rnsation plant a* ® itchife powes stotien remeves more than 90% of the sulphur dioxide fromthe

CIdTINEY Rases  Powerien
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Telec

United Kingdom Review

British Telecom (BT) was partially
privatised in 1984 and is now wholly
within the private sector. BT's current
murket share of the total UK market
for telecoms services is 920%, and
according to most projections, will
remain above 75% by the year 2000,
Privatisation was accompanied by
liberalisation and a combination of
regulition and competition has forced
BT to bring down its call charges
sharply. For example, long dstance
calls are one third of their price ten
years 2go in real terms, BT's original
competitor, Mercury
Communications, was licensed in
198+ and now has 25% of the UK large
business market and about 67% of the
City of London’s outgeing triffic.

In 199%, the BT/Mercury duopoly in
domestic long distance culls ended
and new public operators were
licensed, These are either building
their own networks orreselling
services provided over existing
networks, At the same time erble
companies were allowed to build
combined TV and tetephony networks
inurban areas 1o provide direct

ommunications

Y W'F ‘;"
o 4
A

)

competition in local calls, Since 1991

more than 40 new operators have

been licensed to provide telecoms

services in the UK. These plusthe

cable companies now compete with

BT on the fixed network. Telewest,

the largest cable operator in the UK, is

in the process of obtalning a listing in
the UK.
in cellular telephony, the UK has four

network operators. BT has a 60%

stake in one of these, Cellnet, Cetlular

services in the UK have seen falling

equipment prices and wriffs coupled

with aggressive marketing. The

combination has resulted in net aew

connections to mobile networks

recently overtaking fixed nerwork

connections to BT and the eable-

telephony companices,

There were no major Regulatory

Reviews in the period under

consideration, Annual price changes

are currently indexed 1o RP1 minus
7.5% untit July 1997, with the next
review beginning in mid 1996, Overall

price reductions of around 5% per

annum, aftertaking account of line

rental increasces, are expecied in 1995

following reductions of 6% in the
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previous year. One consequence is
that itis less practicable to compere
against BT on price alone and
Mercury and others will have 1o add
sdue and compete on service, quality
and innovation. At the same time,
BT's more aggressive marketing
policy which aims to use the price
cuts to drive volume growth is
proving effective, For Mercury, the
ending of the duopoly and the entry
of other competitors is causing a
strategic rethink,
Regulatory issues tobe addressed in
the current year include the
interconnect charges to be paid by

Mereury to BT, The issue of the ban

on BT and Mercury carrying broadeast
entertainment on their networks may
surface agaiw. Although the cable
companies are able to provide
telephony on theie networks, BT and
Mereuny are cucrently banned from
carrying broadeast entertainment
untit at least 2001,

Annualeall volume growth was at its
highest level for some years
stimulated by price cuts, advertising
and the economic recovery, An
acceleration of global telecom
alliances to capuure the sutsourcing

jn“-

1

requirements of multinationals wasa
feaure of the year.

The UK governmuent's aggressive
approach to competition has made it
the most liberalised welecoms regime
in Europe and, in some respects, the
world, The niture of the
infrustructure makes competition
more practicable in tetecoms than in
some other g +ility sectors and it may
be possible for cither the whole or
parss of UK telecoms to be regulated
by competition tlone with only light-
handed regulation in the future,

BT has experienced a major
transformation since privatisation and
is aleanerand more commercial
company. It will remin hs key position
in the UK marker and its long
exposure to competition should sssist
BT Internadonally. Market estimates
of annual dividend growth are 6-7%.
We belleve the company, which is one
of SUI'Ts tweniy largest holdings, w
bean atfeactive investment,

International Review
There is a celatively large number of

tisted telecoms companies outside the

UK and this will increase with
forthcoming privatisations, However,

R

one of the major issues with
privatisations is that the telecoms
companies, which generally become
one of the largest constitueins of the
tocal Stock Exchange, do not cease 1o
be monopolistic simply by joining the
private sector, Itis therefore seen as
desirable teintroduce liberalisation
as well as privatisation. The European
Union is committed 1o liberalisation
of hasic voice telephony by1998.

We have reviewed many of the listed
international telecoms utilities and
are building our data base and
knowledge of regulatory regimes. Qur
current exposuce tointemational
telecoms utilities issome £1.25
million, Wewill continue to monitor
opportunits actively in this fast
changing, utilityscetor, borh within
the existing listed universe and
forthcoming privatisations.
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Urited Kinodom Review

British Gas (BG) when privadsed in
1986 hud 2 monopoly over both the
supply and transportation of gas in
the” K. After prwvatisation, the supply
business was opened to competition
in the industrial and commercial
matrket, set by the Regulator at over
2,500 therms a year, BG's share of this
market fell to 5% and, at the 25,000
therms level, BG's market share is
1%, There are now more than 40
indepuendent suppliees including oif
and gas producers, the RECs, National
Power and PowerGen, ofen in joint
ventures, The UK Government
proposes to open the domestic
household market, comprising 18
million customers. to competition in
a phased process beginning in 1996,

The year under review was notable for
regulatory developments. The
Government and Regulator jointly
published a consultative paper on
introducing competition into the
residential supply market, BG's
obligation 1o publish its price schedules
for the 25,000 therms a year machet was
removed and the final determination of
the pipeline tmnspoaation review was
announced. The pipeline transuortatiion
business is now a separare
unclertaking within BG and remains a

pure monopody. As such it s uscd by

ali v e independent suppliers.,
Transportation costs account for
around 50% of household pas bills,

On residential supply, the
Government has now announced that
lepishition will be introduced in the
nextsesslon of Parliament to facilitate
competition in this market.

Thee initinl price sed by the Regulator
for carriage by BG's ransportation
arm was 14, A6p per therm, effective
from Qetober 1994, Subsequent price
changes lor the period to March 1997
are 1o be indexed 1w R minus 5%.
The next review of tarifls for
residential gas supply will also take
effect from March 1997 and both
reviews will startin the summer of
1996, Changes i residendal tariffs are
currently indexed at RPT minus 4%,

BG's reactions to these regulatory
developments were indtiatly coutious
but subsequently a mome pragmatic
approach has been adopied, BG see
the transportation review as tough
and remain concerned about future
regulatory developments, but they are
determinesd that BG will adapt
successfully and profitably to the
changing market. The strategy is to
make the UK urility businesses more
cefficient through large seale

restructuring and to use the cash

RN
Hary oa
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flows from these maturing businesses

and from the UK exploration and

praduction businesses 1o fund

expansion overseas into global gas

businesses, These internationad

businesses are largely unregulated and

capable of generating higher returns

on invesiment over the tonger term,

The restructuring process in the UK is

expected toinvolve it reduction of

one thicd ol the woth foree overthree




years anel, to be successiul, will
require 4 eehord change m
managertd and emplovee atotades
W hitle regulaon uncertunty has
eased, the markets sult undecded
over neae term dnidend poatenual A
move by Bratish Cas 1o base dnadend
policy on cash low eather than
carmngs anerhas mcreased s
Hesababiey sl conid Tead w modest
o dend growithan read teems in 19491

and 1995 Therealter, dvadend
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grownth prospects should be more
attractive Mednwhude, the vield s
curgently *cand with B strong
halance sheet posine e cash llow and
leadiing gas indusin experise, the
shares have dow nade protecuon BO
isone ol SUTTs ten largest

I estinents
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there are a innged numberot biaed
gasunhtcs outside the L K This
number iy expedied tomnorease with
fucther prvatisanons We have
reviewed anumberof the companies
and their regulatory regimes but
currently bave mimnmil exposure with
the exeepuon ot Guernsey Cas, which
is consudening the possibihin of 4
London bsung and s one oESTUITs
ten birgestinyestments W eare
contmumg to deselop our data ase
and willaciv el montor the seqior

tor protuable opporumuoes
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Truansportation

Transportation utilities can be
anadysed sectorally as follows:
Airports
Ports
Railways
Roads, bridges, tunnels

Airports: UK Review

The UK airport sector is dominated by
BAA, which was privatised in 1987,
BAA owns and operates seven xirports
in the UK including Heathrov,
Gatwick, Glasgow and Edinburgh and
estimates that it handles 72% of UK air
passenger tealfic and 82% of UK air
cargo traffic. Within this, Heathrow,
which s the leading internationzl
airpern in the world, with about 30%
of passengers connecting to onward
flights. handles 40% of UK air
passenger traffic and 60% of UK aie
cargo traffle.

There are no other listed airport
utilitivs in the UK, National Express
owns East Midlands airport but Is also
invoived in other activitles,

The cest of the UK airportsector s
almost all owned by local government
authorities, including Mancheswer and
Birmingham, the two largest UK
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airports outside the BAA group.
However, strict central Government
borrowing restrictions on local
government owned atrports are acting
as acatalyst o move some of these
airports into the private secror,
Birmingham, the UK's fifth largest
airport has announced plans to mise
over £200 million from the privaie
sector in 1995 itnd 2 number of other
smaller regional airports also have
plans to raise private scctor finance.
BAA's South-East aicports and
Manchester aicport are curreotly
subject o economic regulation inthe
[orm of price caps on airport charges
levical upon the airines, For BAAS
South-East airports, this is RPl minus
4% until April 1995 and RPIminus 1%
until April 1997, Manchester's charges
are capped at RPI minus 3% to April
1998. Charges at the other airports are
not regulated in the same way
although aggrieved parties can
complain to the Regulator. Regulation
has less of an impact on airport
utilities than on many other utilities
due to the large growth in income
fromunregulated activities,
pricipally from retalling on the
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ABPU prenuses I 18449y
approxaviate v os o thireds of A3
tatal reventes and 92 Lol operanng
rrrofits as distlosed were denved from
unregulated acts s

Looking to tw luture, BAA S esumaung,
A% annual growth in VK aie passenger
wraflic until at least 2005, which
suggests healthy growth potental tor
the sector, althoughthe Channel
Tunnel will have an impacy, parueularly
anairports in the south-cast,

W e believe other UK airports will

seek listings inthe future.

Imernanonal Review

There are onlya few non-UK listed
airportutilities, including
Copenhagen and Vienna
International aicporis but we believe
forthcoming privatisations will
increase the number.

PForts  {Roview

There are theee listed UK port
utilities, Associated Briush Ports
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PABE s Locth Pores and Merses Doghs
and Harbour Board, of which ABP s
by tae the large st owming over 20
ports ‘There are a number of ather
unlisted ports 1n the priviate sestor
and together with the listed port
untlsties, 1t s estimated that the priviite
sector aceounts for approximately
5354 of UK throughput. Of the ports
not in the privitte sector, most operae
under the siams of rast ports orare
loeal authority owned; the largest is
the Port of London Authority. The
sector is not subject 1o economic
regulation,

During the period under review,
there were no privausatons of ports
although the Government now has
power to compel some of the trust
ports 10 bring forward privatisation
proposals. During the vear, Medway
Ports which had been privatised viaa
manigement and emplovee buy-owt
rwo years earlier, was sold in
controversinl circumstances to Mersey
Docks and Barbour Board. 1995

ecthe O Toverand Theew of aies Faenimngba P8 Sormal o Qe ot  Broteh

Phyrder 12 P0G af ianek e ARR g Corpso waecttdd £ 1d ot e develdning
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could see further prvatsation of
some of the trust ports

1tis generally believed that there is
currenty over-capacity in the UK pon
industry. The industey witl also be
impacted by the opening of the
Channel Tunnel.

International Review

There are only a few hived port
utilities outside the UK bur th <
number may increase with
privatisations,

Raitways, Roads, Bridges and
Tunnels: UK Review

Currently the only listed UK uudity
within the above sectors is
Eurotunnel, althcugh there are listed
debt secarities issued in connection
with the building of the second
Severn Bridge.

The present Government is planning
to privatise British Rail and has
already brought the private sector
inw building, ovming and opering
roads and bridges. This may expand
the universe of listed UK utilities at
some pointin the future.

During the year Eurotunnel was
successful in mising a further £860m
viaa rights issue and increased bank
facllitics. The Eurotunnel shuttle
opened for business for freight in May
and the Burostar teains between
LondonParis and London Brussels
started 1o run commercially in
November, Burotunnel expects the
tourist shule 1o open for business
before the end of the year.
Unfortunately the opening dates were
later than scheduled and caused
furiher frusiration for Burownnel's
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wvestors and bankers 1995 will be
the fint full year of operation for the
shuttle and Burostae and may indicare
whether Kurowunnael can be adong
term sucecsy uaderits present

st steucture,

Internationa Revievy

There are anumber of hsted railway
utilitics omside the U R including
some in UsAand Japan There are
some lsted toll rogd utihines outside
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the UK and ilso some bridge ancd

wnael utilitics

SU s current exposure to these
sectors iy minima both withinthe UK
and outside Howeveewe have looked
& the seetors ind one or two specitic
invesiments closeh and have builtup
adetailed hnow ledpe base, A number
of the epporiumtics i these sectorn
will be unbisted nitially and we have
decided that & small proporcthion of the

Forein & Colnmal Speeal Utibties Investmen® Trost PLE A iy Report and A ourts 1994

portfolio may be invested in unlisted
sirations.

These sectors are dynamicand fast
changing and are ltkely to offer some
excellent investment opportunities
both within the UK and elsewhere
provigled investors keep abreast of the
great range and divensity of these
opportunites, We believe thatour
datibase witl actueve this for us
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1 Gheenaie and Fast Denbighshre Wates UK 13 459 11 British Telecommunications UK L 2.31%

Wateronly compans supphang o srea of North Wales ‘The leading UK elecommunications utilicy,
SUIV owns 23 0% of the cquaty shitre capitatand 18 3% of

the voung rights

12 Bermuda Telephone Berniuria 2.05%

‘The Bermudian wlecommunications utility.
2 East Suney Holdings UK _

RS N

~L13.048%

Warter only company supplying East Surrey and pasts of

13 Mid KentHoidings UK 1.94%

Water only company supplying an area of Kent and

Kent, Sussex and the borough of Croydon. SUIT owns

16.5% ofthe nrdinary shares, Sussex

3 Chester Water UK 12.06%

14 South Staffordshire Water Holdings UK ___1.71%
Water only company supplying the city of Chester and

B . i Water only company supplying an area of the West
immediate environz, SUIT owns 20.9% of the equity

Midlands.
share capital,

4 British Gas UK 10.67% 15 Thames Water UK 1.64%

Teayon R (0 g U * T
The leading UK gas utility. Water service company supplying water and providing
sewerage services throughout London and parts of the

5 8rockhampton Holdings UK 9.76% Thames Valley.

Water pnly company supplying an area of Hampshire and

West Sussex. 16 Cie Generale des Eaux France _ —1.47%
Oneof the two large French companies dominating the

6 Cheam Group UK 7.33% French water utility sector,

Water only company supplying anarea of South West

London and Surrey. 17 Bermuda Electric Light Bermuda 1.24%
The Bermudian electricicy utility,

7 Guernsey Gas and Light  Guetnsey A.74%

The gas utility supplying Guernsey and Jersey. 18 Caribbean Utilities Caribbean 1.15%
The Cayman Istands elecericity utility.

8 Bristol Water UK 3.76%

Water only company supplying an area of 19 Jersey Electricity Jersey 1.07%

Gloucestershire and Somerset centred on Bristol, The Jersey electricity utility,

A de Bar Spai _3.33% \
9 Aguas de Barcelona - Spain ' ’ 20 California Energy USA 0.69%

The largest private sector water utility in Spain.
Bestp One of the world's leading developers and opemtors of

geothermal powergeneration facilitics,
10 Cambridge Water UK 2,60%

Water only company supplying an area centred on the

chiy of Cambridge

Neds Percontages shown are percesttages of total assers fess o rent Habiiities
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Chrecuers

Alan Wheatley, FCA, Chairman is 1 nOn-Cxecutive director of Babeock International Group PLC, Forte ple, Legal and
General Group ple, NM Rothschild and Sons Limited and Deputy Chairman of Ashtead Group PLC.

Jann Kay is Professor of Economics at the London Business School and Chairman of Landon Economics Limited. He has
written and consutted on the privatisation and regulation of utilities.

Duncan Savilie, FCA, B.Com(Hons) B.Sc(tlons), investuent adviser to SUIT, is a non-excoutive director of three
Heensed water only companies, East Surrey Holdings ple, Chester Water pic and Wrexham and East Denbighshire Water
Company. He bas been an adviser on privatisation and corporutisation.

Jaremy Tigue*, Manager, joined Forzign & Coloniat Management Limited in 1981, 1leis alsa a divector of Foreign &
Colonial Smaller Companies PLC.

Roger Urwin, Ph.D., MIEE, is Chief Executive of London Electricity plc and a director of The National Grid Holding ple.
He has many years experience in the UK electricity industry, and played a major role in the restructuring and

privatisation of the industry.

Management

Rob Gonkin® is Joint Company Secretary of Foreign & Colonial Management Limited. He joined the Group in 1973,
Rebert Dowdall® is Finance Director of Foreign & Cotoninl Management Limited. He joined the Group in 1990,
Nick Pitt-Lewis® is Compliance Director of Foreign & Colonial Management Limited, He joined the Group in 1973,
Nick Timberlake joined Foreign & Colontalin 1991 and assists Jeremy Tigue in the management of SUIT.

v Lxecutive Director of Forsion & Colonit L fanagement Limited

Secretary and Registered Office Foreign & Colonial Management Limited,

Exchange House. Primrose Street, London EC2A 2NY

Authorised Institution under the Banking Act 1987

Member of the Jovestment Management Regulatory Organisation Limited (IMRO)
Telephone 0171028 8000, Telex 886197 or 8811745 (Forcal G), Facsimile 0171-628 8188

Bankers The Royal Bank of $cotland ple, The Bank of New York

Registrars The Royat Bank of Scotland plc, Registrar's Department, PO Box 435, Owen House, B Bankhead Crossway
Nosth, Edinburgh EH11 4BR, Telephone 0131-556 8555

Auditors Price Waterhouse, Southwark Towers, 32 London Bridge Street, London SEL98Y

Member of the Association of

Investment Triust Companies
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The disectors present thetr report and the financial statements of the Company for the perind from incorporalion on
23rd June 1993 to 30th September 1994, The Company commenced operations on 23rd August 1993,

Stotus of Company

The Companvis aninvesiment company as defined hy Section 266 of the Companies Act $985.

For the period ended 30th September 1994 the Company is expected toreceive Inland Revenue approval asan
investment trust under the provisions of Section 812 of the income and Corporation Taxes Act 1988, and will continue
w conductits affains 50 as to qualify under those provisions,

The close company provisions of the Income and Corporation Taxes Act 1988, as amended. do not apply tothe
Company.

The Company is a quatifying investment trust under the Personal Equity Plan Regulations 1989, as amended, and
therefore up 1o £6,000 may be invested in the Company’s shares via a Personal Equity Plan in any one fiscal year,

The accounting policies adopted are stated in note 2 1o the accounts.

Results and Dividends

2'000s £000s
Net revenue available for distribution 1,925
Dividends paid or payable on income shares
Firstinterim o1 1 1o pershare paid 31 March 1994 550
Second interun o1 1L1p per suare paid 31 October 1994 550
Proposed final of 1.54p pershare payable 7 January 1995 770 1,870
Amount setaside to resenves 55

———

The final dividend now recommended of 1.54p per income share makes a total dividend of 3.74p per income share for
the period ended 30 Seprember 1994,

Review of Activities

A review of the Company”'s activities is given in the Chairman’s Statement on page 3 and in the Investment Manager's
Review on page 6.

Share Capital

Derails of the authorised and issued share capital of the Company together with details of shares issued, is shown in note
15 to the accounts.

Foremn & Cotonial Spedal Utilities Investment Trust PLC Anpual Report and Atcounts 1994 20
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substanttal Shave Interasts

AT 18 November 1993 the Company had received notification of the following holdings of more than 3% of its share

caputal.
income Shares Capital Shares
of 1p each of 1p cach
Associated Insurance 25,000,600
Pension Fund Limited (sec also
under directors interests)
Exeter Asset Management Limited 1,570,000
Rathibone invesument Management Limited 3,010,000
Mercury Asset Management Group PLC 5,978,922

PUNUEP U i e a m TS Kmd AW Mim i - sriey Sian s e Al ma s s —— A ¥ WS W W AT T

Directors
The directors of the company are featured on page 28, Their appointment dates were as follows

Mr).A Kay 14 July 1993
Mr]. J. Tigue 14 July 1993
Mr A, E. Wheatley 15 July 1993
Mr D.P, Saville 20 July 1993
MrR.J. Urwin 28 July 1993

In accordance with the Company's articles of association all the directors retire at the annual general meeting and, being
eligible, offer themselves for re-clection,
The beneficial interests of the directors in the shares of the Company as at 30 September 1994 are set out below

C s oz ERE P e L T Lia man m STk e T——— s TRT T

Income Shares Capital Shares
J.A Kay 10,000 10,000
D. I, Saville 50,000 50.000*
1.]. Tigue 10,000 10,000
R.J. Urwin 12,000 12,000
A, E, Wheatley 140,000 300.000

*In addi.lon, 25,000,000 capital shares ure held by Associated Insurance Pension Fund Limited; @ company associated

with Mr Saville,

There have been no changes in any of the directors' shareholdings as detailed above between 30 September 1994 and 18
November 1994,

On incorporation and for that purpose only the directers of the Company were Rachel Futerman Limited and Lucienne
James Limited. On 5 July 1993, Mr A, 8. Mitchell and Mr 1. J. Fox were appointed directors in place of the aforementioned
cotporate directors. Messrs Mitchell and Fox resigned on 16 July 199§. )
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fManagement '

Foreign & Colonual Management Limied provides investment management and general administrative services 1o the ;
Company loraquarterly fee of 0.1% of the value of the funds under management of the Company. The management
agreement may be terminated upon three years notice by cither party.

Mr D. 2. Saville has a service agreement with the Company, also subject to a three year notice period. A company
controlled by Mr Saville receives a quarterly fee of 0. 1% of the value of the funds under management of the Company less
directors fees paid 1o Mr Saville,

Tt has been agreed by the Board that additional remunecation of 0,0125% per quarter of the Company’s funds under
management should be paid to Mr. A. E. Wheadey in view of special duties performed by him outside his ordinary duties
asadirector.

Me} ). Tigue is a director of Forcign & Colonial Management Limited and has a continuing two-year service contract

with that company. Iis total remuaeration, including performance-related bonus, is decided bya remuneration

committee on the basis of rewarding performance, initiative and effort, and iaking into consideration remuneration
being paid by competing firms. The cost of his employment is met in full by Foreign & Colonia) Management Limited.
Other than the agreements referred to above (and in note 25 to the accounts), no contracts in which any other direrior

of the Company was materially interested and which were significant in relation to the Company's business have existed
atany time during the period under review,

The Foreign & Colonial group has arrangements under which stockbrokers pay for various investment services used by
the group in return for stated amounts of commission, Foreign & Colonial Management's policy is that this commission
should not exceed 15% of the toral commission in any one year,

Duration of the Company

Inaccordance with the Articles of Association of the Company, the period fixed for the duration of the Company will

expire on 29 August 2003 and a resolution will be proposed requiring the Company 1o be wound up voluntarily unless a
special resolution releasing the Board from its abligation 1o do so has been passed not earlier than 24 August 2002,

Corparata Governance

Since commencing operations on 23 August 1993, the Compuny has complied, where necessary, with all major
recommendations of the Code of Best Practice of the Cadbury Committee (The Committee on the Financial Aspects of
Corporate Governance). However the following resolutions were not formally approved by the Boacd until after that
date:

a) Fhe appointment of an Audit Committee comprising the fult Board {appror 2d 18 November 1993)

bY Specified terms ofappointment for non-executive directors expiring at the aext due date of retirement by rotatinn
(approved 24 May 19944).

tis the main responsibility of the board to ensure that there is effective stewardship of the Company’s affaics, The baard

is comprised of five directors, two of whom are executive directors and theee of whom, including the Chairman, are non-

exeeutive directors, The board meets regularly and determines steategy and all operational matters of a materal nature,
Guidance has yet 1o be provided by the Cadbury Committec on the requirements of the Code dealing with the statement
oninternal contr i, Guldanee was issued by a working pacty of the Cadbury Committee on 7 November 1994 relating to
the requirements of the code for a statement on going concern, The directors are reviewing this guidance and will
include an appropriate statement in the Report and Accounts for the year endecd 30 September 1995,

foreign & Colonial Special Utildties Investment Trust PLE Annual Report and Accounts 1594



Price Waterhouse hine reviewed the Company”s compliance with the specific matters in the Code which the London
Stock Exchange requires that the auditors should review, They have reposted 1o the board thar they are of the opinion
that it e appropriate for the directors 1o make the starement that the Company complies where necessary with those
aspeets of the Code

Authority to Allot Shares

Sharcholders will find on page 46 the notice of the forthcoming annual general meeting of the Company 10 be held on
19 December 1994, Inadditon 1©0 the ordinany business of the meeting, two resolutions (numbered 5 and 6) giving
directors authority to allot shares, are proposed as special business, By [aw, directors are not permitted to allot new
shares (or to geant rights over shares} unless authorised 10 do so by sharcholders. In addition, directors require specific
authority from sharcholders before allotwing new shares (or righis in respect of shares) without first offering them to
existing shareholders in proportion to their holdings. Resolution No. 5 gives the directors the necessary authority, for
the period until the end of the annual general meeting in 1995 1o allot relevant securities up to an aggregate nominal
amount of £50,000 which is equivalent to 5% of the issued share capitat, Resolution No, 6 empowers the directors, until
the next annual general meeting of the Company, to allot equity securities for cash otherwise than to existing
sharcholders on a pro-rata basis, up 10 an aggregate nominal sum of £50,000.

This authority provides the directors with a degree of flexibility to increase the assets of the Company by the issue of new
shares, should any favourable opportunities arise to the advantage of sharcholders, Under no circumstances would the
directors use such authaority te dilute the intecests of existing shareholders,

Auditors
The auditors, Price Waterhouse, have indieated their willingness to continue in office and a resolution re-appointing
them and autherising the directors to fix their remuneraton will be submitted at the annual general meeting.

Byareer of the hoard

Foregn & Colontad Management Limited. Secretary
18 Novemher 1)y

For and on buhall of
FOREIGN & COLONIAL MANAGEMENT LIMITED

ssvesesas SECRETARY
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Financial
Statements
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e the peil ended Beptember 1991

Notes £'000s

3 Dividends and Interest on investments
Franked 2,378
Enfranked 333

lerut l’t.CLi\ able and similar income 435
4 Totalrevenue 3,146
5 lmt.rc-;t p'w'\blc 'md :simll.lrch'lrg,u. ] 196
Net revenue after interest payable 2,950
O  Expenses 156
Net revenue on ordinary activities before tax 2,194
8 Taxation 502

Net revenue after taxatlon 1,692
kS I.xpcmcs char;,ud o cmit'll 1t sene 233
Net revenue avallable for income shareholders 1,925

Dwidcndson ordlnnr_v Incomn shares

IstInterimof L.1p 550
2nd Interim of 1.1p 550
Finalof 1.54p 770 1,870
Amount set aside to reserve 55

Revenue reserve brought forward Nil
Revenue reserve carried forward - 55
9 E";rnlngs per Income share - ) 3.85p

Statement of Total Recognised Gains and Losses

1994

£'000s
Capital profit on investing activities
Realised gains 2,782
Unrealised gains 11,075
Other capital charges and credits (231)
Capital surplus for the period 13,626
Net revenue available for income slanholdc.rs 1,925
Total recagnised gains and losses B 15,551
Revenue profits
Net revenue avallable forincome sharcholders 1,925

nimlcnda on ordlmry income shares 1,870

= rheamac T SF G- T. T WD WoIoL TOWT AT 4 mmra e ey e

Te - ¢ eovenue reserve 53

1 asfer plial reserve 13,626

T " 13,681

All activities are continuing.
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1954 1994
s £'000s £000s
Fixed assets
10 Investments
Listed in Great Britain 50,641
Lasted outside Great Batain 6,655
) - 57,296
Unlisted ar directors” valuation 4,507
) 61,802
Current assets
11 Ixbtors 639
12 Taxation recoverable 384
Gash at bank and v hand 36 i
Short weem deposits 1,199
T - 2,258
Current liabllities
13 Creditors: amounts flling due within one year 1,880
HNet current assets B 378
14 Total assets less current liabilities o - "H;E;
Capital and reserves
15 Called vp equity share capital 1,000
Reseres:
16 Share premium 47,500
17 Capital reseeve 13,626
!h:\'cnuc reseve 535
61,181
18 62,181

Approved by the board on 18 November 1994

* o VW Ny

). ). Tigue

e e, AERestTp

A, E. Wheatlay

Directors
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¢ ash Flow Statement

ft the pon et canded 3y Sepreraber ey

Notes

22

23

24

A6

Operating activities
Investment income received

Othter cevenue

Investment management fees paid
Cash paid to and on behalf of directors
Other payments

VT it Tk o e Y

Net cash inflow from operating activities

Retuens an investments and servicing of finance
Qrdinary dividends paid
Interest paicd

T Ty

Net cash outflow trom returns on Investments and
servicing of {inance

Faxation
UK tax paid
Qverseas tax paid

Total tax paid
Investing activities
Purchases of investments

Sale of investments
Surplus on realisation of futures contracts

Net cash outflow from investing activities

Net cash outflow befare financing

Financing
Share caplial mised

I PSRN Y S o ——

Net cash Inflow from finanting

[ —

increase in cash and ¢ash equivalents

1594
£'000s

2,040

430
(390)
(45)
{142}

r———— ...

(550}
{196)

(49)
(37

(64,704)
15.469
898

Y Y

48,500

I Py ey T A T

1994
€0Ds

1,893

(746)

{78}

{48,337)

{47.268)

48,500

3,232
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1 Accounting penod

The accounts coveri period from 23 June 1993 (dawe of incorporation) to 30 September 1994, The Company
commenced operatons on 23 Auguast 1993, This is the Company's first accounting period and therefore there are no
Lomprrative figures

2 Accounting policies

‘The accounts have been prepared on the historical cost basis of accounting, modified to include fixed asset investments
at valuation and have been prepared in accordance with applicable accounting staadards, As an investment trust, all
transictions on the realisation and revaluation of investments held as fixed assets (which Includes options entered into
hy the Company for capital hedging purposes) and futures contracts held as current assets are treated as transactions on
capitat account. These items, whether profits or losses, are not part of and are not reflected in the revenue account for
the period but are credited or charged 10 capital reserve,

Listed investments are shown at middle market vidue and unlisied invesiments a directors” valuation. Foreign currency
assets and liabilities are expressed in sterling at rates of exchange ruling at the balance sheet date, Foreign currency
transactions are translated ar the rates of exchange ruling atthe dates of those transactions.

Dividends and interest received from invesunents are credited 10 revenue on an accruals basis.

Franked investment income includes the impured tax credit relating 1o the dividends receivable and this tax has been
written off within the taxation charge.

Management fees and administration charges, together with any associated tax relief, are allocated 60 per cent against
the revenue account and 40 per cent against the capital account.

Deferred vax is provided in full on any material timing difference expected 1o crystallise in the foreseeable future.

3 Dividends and intarest on investments

Franked Unfranked Total
£'000s £'000s £'000s
Dividends
Listed investments 2,236 135 2,371
Unlisted investments 142 86 228
Interest
Listed investments - 112 112
Unlisted investments - - -
2378 333 2,711

4 Segmental information

Total revenue was received from the following geographical areas:

UK: 90.4% Channel Islands: 4.6% France: 14% Spain: 0.8% Other: 2.8%
Substantially all expenses are incursed in the UK.

Income from ‘nterests in associnted undertakings arises wholly within the UK.

5 Interest payable and similar charges
£'000s

Interest on loans and overdrafts repayable wholly within five years 196
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£ Eupenses
1 neder the arrangements for the Company's management and administration, the Corapany dees not employ any staff,

£'000s
Maragement and advisory fees 513
General expenses 158
Directors' remunerition 57
Auditors’ remuneraion
for services as auditors 25
for non-audit senices (see also note 16) 3
756

Management and advisory fees include £254,000 paid to a company controlled by Mr D.Saville. This amount has
been taken into aecount in providing the detailed disclosure on divectors' emeluments,

Nirectors' emoluments !
wic]l.). Tigue receives emoluments from Foreign & Colonial Management Limited for his services to that company. The
proportion of his emoluments which refates to the management of the affairs of the Company amounts to:

£000s

Salary and otherbenefis 12
Performance related bonus 15
Payments to pension scheme 1
28

These amounts have been taken into account, together with the £57,000 paid directly by the Company to the directors and
the £254,000 paid to the company controtled by Mr D. Saville, referred to above, in providing the following disclosures:

Highest Paid

Chairman Director

£'000s £'000s

Foes 8 5
Pecformance related remuneration 32 254
a0 259

The emoluments (including performance.related bonuses but excluding payments to pension schemes), of all the
directors, including the Chairman, fell within the following bands:

£0- £5,000 4
£5,001-£19,000 2
£25,001 - £30.000 1
£30,001 = £45,000 1
£255,001 ~£2060,000 1

The four initial directors of thie Company received no remuncerition.

7 Expenses charged to copital reserve

£'000s

40% of mandgement lees and administration charges 302
Less tax relich thereon (69)
233




SNeles o eI

& Taxation

£'000s

Corporation taxat 33%, Nil
Overseas t 26
Impured tax credit on franked income 476
502

§ Earnings pershare
Earnings per Income Share are caleulated onthe basis of earnings of £1,925,000 and on 50,000,000 Income Shares in
issue at 30 September 1994,

10 Investments

Valuation Cost

£'000s £'000s

Balance at 23 August 1-+ Nil Nii

Purchases 64,755 64,755

Sales (15,911} (14,027)

Reatised profits on sales 1,884 -

Increase in unrealised apprecivtion 11,075 -

Balance ar 30 September 1994 61,803 50,728

Associated undertaking

At 30 September 1994 the Company had the following associated undertaking:

Countryof  Percentage Shareof Shareof Shareof

Registration, equity  Shareof profit taxation retained

Incorporation holding netassets before tax charge profits

Company & Operations % £000s £°000s £'000s £'000s

Chester - England & 299 2,059 610 177 249

Warer PLC Wales

The information given is based on the latest published accounts of Chiester Water PLC, forthe year ended 31 March 1994,
A3 Sepremaber 1994 the Company held 3,606,050 ordinary shares in Chester Water PLC
The income from che associated undertaking included within the revenue account is as follows:

£'000s
Franked income 230
Impited tax ccedie 46
Netrevenue 184

The interestin the associated undertaking 1s included in the balance sheet at ts middle murket valuation of £7.501m.
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suBctantial interests
AL AG September 1994 the Company beld more than 10% of oae class of the share capital of the following undertakings
held as investments, none of which repeesented a participating lnterest:

Country of Number and % of
Registration & tiass of class
Company & Business Incorporation  shares hefd held
Brockhamptan Hoidings PLC England & 184,218 11.1
Wales Ordinary
Shares
887,708 14.0
‘At Ordinaary
Shares

{Non-voting)

1,060,000 50.0
% Redeemable
Preference shares

Cheam Group PLC England & 618,519 12.2
Wales Ordinary ‘A’ shares
370,740 15.5
! Ordinary ‘B’ shares
{Non-voting)
East Surrey Holdings PLC Enphind & 2,090,000 16,6
Wales QOrdinary shaces
South Staffordshive Water Holdings PLC England & 488,027 40.7
Wales 9% Redeemable
Preference Shares
Wrexham & Bast Denbighshire Warer Company England & 1,532,500 18.3
Wales Ordinary shares
73,180 59.0
Ordinary shares
(Non-voring)

! Significant Holdings
, The following undectakings represented more than 10% of the assets af the Company:

. Country of Registration Class of
Company & Business & Incorporation shares held
Britisb Gas PLG England & Wales Ordinary shares
Wrexham & East Denbighshive Water Company England & Wales Ordinary shares
East Surrey Holdings PLC England & Wales Ordinary shitres

Chester Water PLE England & Wales Ordinary shares

S\t
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11 Dcotars
£600s

Invesement debtors 442
Prepayments and acerued income 197

S T

639

s i

12 Texation recove abie

Taxanon recoverable includes £330,000 of advance corporation tax in respect of the second interim and proposed final
dividends for the periods ended 30 June and 30 September 1994. In the opinion of the directors this will be recoverable
agalnst tax credits on franked investment income recetvable in the year ending 30 September 1995,

13 Creditors: Amounts falling due within one year

£'000s
Dividends on ordinary shares 1,320
Advance corporation tax on dividends 330
investment creditors 51
Accruals and deferred ingome 179

Accruals and deferred income includes £61,000 payable to a company controlled by Mr D, Saville,

14 Segmental information: Total assets less current liabilities
Geoyraphical and industrial classification

Europe Others Total
Assets % % %
Equities and convertibles
Electricity 1.1 3.2 44
Financial 0,0 0.0 0.7
Gas 4.7 a.0 15.0
Telecommunications 0.0 2.0 4.3
Water 4.8 0.1 70.5

]

Total 10.6 5.3 94.9
Fixed interest 0.0 0.6 45

Total investments 10.6 5.9 99.4
Net current assets 0.0 0.0 0.6

————— i ——ait

Tota) assets less current liahilities 10.6 5.9 100.0
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15 £alled up Eguity Share Capital

£'000s
Authorised o
=7,500,000 'ncome shares of 1p each 75 L
77,500,006 Capial shares of 1p each 775 2

1,550 ]

Issued alloted and paid-up

50,000,000 Income shares of 1p each S00
50,000,000 Capital shares of 1p each 500
1,000

The Company was incorporated vn 23 June 1993 with an authorised share eapial of £50,000 divided into 50,000 shares
of £1 each, two of which were agreed 1o be taken by the subscribers to the memorandum of association, On 19 July 1993
the authorised share capital of the Company was increased (o £1,550,000 by the ereation of 1,500,000 shares of £1 and
50,000 of the authorised but unissued shares of £1 ¢ach were redesignated as redeemable preference shares of $1 each.
On the same date 50,000 redeemable shares of $1 each (one quarter paid) were allotted to Foreign & Colonial
Management Eimited o enable the Company to obtain & certificate under section 117 of the Companies Act 1985.

On 28 July 1993, 1,500,030 issued and unissued shares of £1 each were redesignated as and subdivided into 75,000,000
income shares of 1p cach and 75,060,000 capital shares of 1p each.

On 23 August 1993, 50,000,000 income shares of 1p and 50,000,000 capital shares of 1p were issued and the 50,000
redeemable preference shares of £1 (kaving been tully ywurl) were redeemed atpar out of the proceeds of the Issue.
These shares were then automatically divided into and redesignaied in equal numbers as income and capital shares of Ip.

16 Share premium

£'000s
Peeminm received from share issue 49,000
Issue expenses 1,500

Balance at 30 September 1994 (see also notwe 18) 47,500

Issuc expenses include fees paid to the auditors for non audit services of £22,500.

17 Capital raserve

£'000s
Balance at 23 August 1993 Nl
Net surplus on realisation of investments during the pedod 1,884
Net surplus on realisation of futures contsacts during the peciod Bog
Exchange gains 2
Increase in unreatised appreciatio= on investments 11,075
Expenses charged to capital reserve (233)

Balance at 30 September 1994 13,626

Representing:
Capital reserve 2,551
Unrealised appreciation on invesunents (see below) 11,075

13,626

‘The unrealised appreciation on investments is the dilference between the valuation of investments held on 30
September 1994 and the cost of those investments (see note 10),
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18 Analias of shore eapital and reserves

Share capatal
Yhare premium
Capital reserve
Revenue resene

19 Reconc liation of moverments in shareholders' funds

Net revenue available for income shareholders
Dhividends

Capital surplus for the year
New share capital subscribed, less issue expenses

Net addition to sharcholders® funds
Opening shareholders® funds

Closing sharcholders' funds

20 Contingent liabilities

Uncalled Gabilisies on partly paid ohares

21 Provisions for liabiiities and charges

Deferred taxation antributable to shost-term timing differences
Balance ar 23 August 1993
Maovement in the penod

Off-setagainst excesy management expenses

Balance ae 30 Seprember 1994

Foraign & Colorval Speaial Utitiles investment Tiust PLC Annual Report and Accounts 1994

Attributable to:

Capital
Sharcholders
£'000s

500
18,000
13,626

Nil

32126

income
Sharcholders
£000s

500
29,500
il

55

30,055

Total
£'000s

1,000
47,500
13,626

55

T T ket

62,181

£/000s
1,925
1,970

55
13,626
48,5006

62,181
Nii

62,161

e

£'000s
708

£'G00s

Nil
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22 Recanohatian of operating profit to net cash inflow from operating activities
Net revenue on crdinary acuvities before tax
Add back interest payable

Inzome before interest payable and txation

{Increase) in acerued income

Inerease in creditors

Tax on franked investment income included within income from UK companies

Net cash inflow from operating activitics

23 Analysis of changes in finanting during the peried

Balanice at 23 August 1993
Cash inflow from financing

Balance at 30 September 1994

24 Analysis of changes in cash and cash equivalents during the period

Balance at 23 August 1993
Nex cash inflow before rdjusting for foreign exchange differences
Exchange differences

Represented by:
Cash at bank and in hand
Short term deposits

2, Duectors' interest in contracts

E’000s
2,194
196

2,390
(238)

217
(476)

1,893

Share capital
{including
premiumy}

£°000s
il
48,500

48,500

£°000s
Nif
1,232
3

1,235

36
1,199

4,235

Associated Insurance Persion Fund Limited entered into an agreement with the Company on 28 July 1993 tosella
portfolio of water supply company shares. Conslderation amounted to £26.02 million and full details of this transaction
are contained in the placing and offer for subscription document dated 29 July 1993, Mr D. Saville isa director of
Associated Insurance Penston Fund Ltd,, the share capital in which is controlled by the trustees of a trust of which

his family are the beneficiarics.




Poes proes etosaensd ob Responsyindin

o regquared by company Faw, the Directons are responsible for the preparation of financial statements which give a true
aned tarr view of the state obaftrirs of the Company as at 30 Seprember 1994 and of the resulrs for the period then ended.
In prepacng inancaal statements, suitable accounting pelicles have been used and applied consistently, and seasonable
and prudent juelgements and estimates have been mage.

Iri all respects the inancial statements are prepared in accordance with appYicable accouming standards and on a golng
+angeen basis The Directars are also responsible for ensuring that adequate accounting records are maintaincd and
have ageneral responsibility for raking such steps as are reasonably open to them to safeguard the assets of the
Company and 1o prevent and detect fraud and other irreguiarities.

Auditors’ Report

To the Members of Foreign & Colonial Specil Utilities Investment Trust PLC,
We have audited the financial statements on pages 34 to 44 which have been prepared under the historical cost
coavention, modified to include fixed assetinvestments at valuation, and the accounting policies set our on page 37,

Respective responsibilities of directors and auditors

As deseribed above the Company's Directors are responsible for the preparation of financial statements, it is our
responsibility to form an independent opinion, based on our audit, on those statements and 1o report our opinion (o
you,

Basis of opinion

We conducied ouraudit in accordance with Auditing Standards issued by the Auditing Practices Board. An auditincludes
examination, on a test basis, of evidence relevant 1o the amounts and disclosures in the financial statements, ¢ also
includes an assessment of the significant estimates and judgements made by the Directors in the preparation of the
financial srirements, and of whether the accounting policies are appropriate 1o the Company’s circumstanges,
consistenitly applied and adequately disclosed,

we planned and performed our auclit so as to obtain all the Information and explanations which we considered
necessary inorder to provide us with sufficient evidence to give reasenable assurance that the Ainancial statements are
free from material misste _ment, whether caused by fraud or other irregularity or error. In forming our opinion we also
evalutted the overall adequacy of the preseotatlon of information in the financial statements.

Opinion

In our opinion the financial statements give a true and fale view of the state of the Company’s affaies as 2t 30 Seprember
1994 and of its net revenue, total recognised gains and losses and cash Nows for the period then ended and have been
properly prepared in accordance with the Companivs Act 1985,

Southwark Towers
) 32 London Bridge Sireet
and Registered Autditons - London SE198Y

18 November 1994
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Notice is hereby given that the first
Annual Generzl Meeting of
Foreign & Colonial Special Utilities
Investment Trust PLC will be held
at the registered office of the
company, Exchange House,
Primirose Strect, London EC2A
2NY, on Monday 19 December
1994 at 2.30 p.m, for the following
purposes:

1 Toreceive and adopt the
directors’ report and accouwnts for the
period ended 30 September 1994,

2 To declare a dividend on the
income shares,

3 Tore-elect the following directors:
(2) Mr.J, A. Kay

{b) Mr. J. J. Tigue

{(c) Mr. A, E. Wheatley

{d} Mr. [ P. Saville

{e) Mr. ®.). Urwin

4 To re-appoint the Auditors and
authorise the Directors to fix their
remuneration,

Special Business

5 To consider and, if thought fit,
pass the following resolution as an
ordinary resolution:

AT

(a) the direetors be and they are
hereby generally and unconditionally
authorised in accordance with Section
80 of the Companies Act 1985 ("the
Act™) to exercise all the powers of the
company o allot relevant securities
{as defined in that Section) ol the
Company up to an aggrepate noatint
amount of £50,000 during the periad
commencing on the date of the

passing of this resolution and eapiting

atthe conclusion of the annual
general meeting of the company in
1995 (hoth dares inclusive} but so that
this authority shall allow the Company
to make offers oragreements bhefore
the expiry of this authority which
would ormight require refevant
securities 1o be allotted afier such
expiry; and

(b) all authorities previously
conferred under Section 80 of the Act
he and they hereby revoked, provided
that such revocation shall not have
retrospective gitect,

6 To constder and, if thought fit,
pass the following resolutionas ¢
special resolution:

That, subject to the passing of
Resolution No. 5 set out above:

(2) the directors be and theyare
hereby empowered, pussuant o
Section 95 of the Companies Act 1985
("the Act™), toallot equity securities
pursuant to the authority given in
dccordance with Section 80 of che Act
by the said Resotution No. 5 as if
Section 89(1) of the Act did not apply
1o any such allotment, provided that
this power shalt be limited to the
alloiment of equity securities:

(i} during the period commencing on
the dare of the passing of this
resolution and expising at the
conclusion of the next following
Annual Geneeal Meeting of the
Company, but so that this powershall
enable the Company 1o make offers or
agreements which would or might
requlire equlty secusities to be alloted
after the expiry of this poweryand
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(i up 1o an aggregate nominal
amount of £50.000

{b) all powers previousiy conferred
under Section 95 of the Actbeand
theyare hereby revoked, provided
that such revocation shall not have
retrospective effect; and

{c} words and expressions defined in
or for the purposes of Part 1V of the Adt
shall bear the same meanings in this

resolution,

By order of ihe Board

Foreign & Colonial Management
Limited, Secretary

25 November 1994
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Notes

Amemberentitld to attend and rote
at the meeting may appoint one or
more proxies to attend and (on a
polly vote instoad of bim. A proxy
seed not also be a member. A form of
broxyfor use by share-bolders Is
enclosed with this annual report
Completion and return of the proxy
card will not preciude a share-bolder
Jrom attending the meeting and
roting in person.

(N.B. bolders of capital shares do not
bave the right to vote on the
declaration of a dividend on the
income shares.)

The register of directors' boldings
and the Company's articles of
association are available for
inspection at the Conipan)t's
registered office during normal

business bours on any weekday,

The final dividend in respect of the
period ended 30 September 1991 :weifl,
ifapprared, be paid on ™ January l EXCHANGE HOUSE I
1995 to holders of income shares on

the register ai the close of business on WORSHIP $TREET
15 Decentber (9.
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Inyesvment Trusts

Feaern & ¢ olorad Investment Trust PLG Foresgn & Colonial Pacific Investment Trust PECG
Foren & Colotead Emerging Mackers lovestment Trust PLC Foreign & Colonial Private Equity Trust PLC

Foreign & Colonal Eeterpnse Trus PLG Foreign & Colonial Stnaller Companies PLC

Foreign & Colonal Eurotrust PLGC Foreign & Coloniad Special Utilities Investment Trust PLC
Fareign & Colomal Germun « westment Trust PLC Forelgn & Colonial U.S, $maller Compinies PLC
Forewn & Colomal thgh Income Trust PLE Brazilian Investment Trust PLC

F. teign & Colonial Income Growth Iavestment Trust PLC Latln American Investment "frust PLC

Foreign & Volonial PEP Investment Trust PLC Second Consolidated Trust PLC

Private Ingestor Plans and Personal Equity Plans are available for most of the above investinent trusts and a Pension Savings
Plan isavailable for Foreign & Colonial Investment Trust, Foreign & Colonial Emerging Markets Investmeni Trust and Foreign &
colormal Income Growth Investment Trust,

contect Helpdesk 0171-1%1 1415

Authorisad Unit Trusts

Hypo Foreign & Colonial Emerging Asian Fund HypoForeign & Colonial UK Growth Fund

Hypo Foreign & Colonial European Fund Hypo Foreign & Colonial UK income Fund

Hypo Forergn & Colorial High Income Fund Hypo Foreign & Colonial UK Smaller Companies Fund
Hyp Foreign & Colomal Japanese Growth Fund Hypo Fooeign & Colonial U.S. Smaller Campanies Fund
Hypo Foreign & Colonial Overseas Income Fund

Conract, Helplesk 0171-154 1434

Specialist Offshore Funds

Hypo Foreign & Colonial Reserve Asset Fund Limited Hypo Capital Management S.A. (Luxembourg F.C.P.5)
Hypo Forelgn & Colonind Portfolios SICAV

Contact; Helpdesk 017 1-454 1434

Argentinian investment Compiny Latin American Income Company

Brazilian Investment Company Latin American Investment Company
Colombizn Invesunent Company Mexican Investment Company

Globut Emerging Markets Investment Company Peruvian Investment Company

Indian Investiment Company

Conldact: Juliet Bullick 0171-628 1234

Authorised Exempt Funds

Foreign & Colomal Anglo-Mippon Exempt Fund Foeign & Cotonial South EustAsia Exnmnpt Fund
Foreign & Colomal European Exempt Fund Foreign & Colonial UK Exempt Fund

Foreign & Colonial North American Exempt Fund

Contaet Nigel Morecroft

Unauthorised Exempt Funds

Foreign & Celonial Balanced Exempt Fund Forelgn & Colonial Latin American Exempt Fund
Foreign & Colonial Global Emerging Markets Ixempt Funcl

Condetets Nigel Morecroft

Pension Funds

Balaneed and specialist Investment services are provided fora wide ringe of institutional penslon funds.

Contect Nigel Moreeroft
Charities

Acomprehensive management service is awilable for larger charities while smaller ones can use our geoeral and spedialist pooled Rnds.,
Contect: Mike Robertsen

Private Equity Funds

Forcign & Colonial Ventures manages or idvises seven funds concentrting on unguoted Investmentincluding three of the
invesument trusts above.

Contect. James Nelson
The information on iis page bis bees tisteed and approved by Forelgn & Colostial Management Limited, @ memboer of IMRO

‘Telephone. D171-628 8000 Exchange House, Prmrase Sureet, London EC2A 2NY




