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RUFFER INVESTMENT COMPANY LIMITED

Financial Highlights

30.06.10
Offer Price Net Asset Value
£ £
Redeemable participating preference shares 1.975% 1.826*

1 The price an investor would be expected to pay in the market {London Stock Exchange).

*  This is the Net Asset Value for valuation purposes as at 30.06.10. The Fund is valued weekly and at month end.

Company Information

Incorporation Date 01.06.04
Launch Date 08.07.04 (C shares: 29.09.05)
Initial Net Assct Value 98p per share (98p per *C” sharg}*¥
Launch Price 100p per share (E00p per ‘¢ share)
T \ I s
Accounting dates Interim Final
31 December 30 June
{Unauditad) {Audited)

** (On 12 December 2003, the “C’ shares were converted into redeemable participating preference shares in the Company at a ratie
of 0.8314 redeemable participating preference shares for cach “C' shasc, in accordance with the conversion method in the Placing
and Offer for Subscription Document.
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RUFFER INVESTMENT COMPANY LIMITED

Chairman’s Review

Performance

The Company's investment portfolio earned a positive total return of 21.8% in the year to 30 June 2010. This
15 caleculated after all expenses of management and allowing for the payment of dividends totalling 3.00p per
share. The target rate of return for the year was 1.0%, being twice the Bank of England base rate for the period.
Further details are given in the Investment Manager's Report on page 9.

Earnings and Dividends

Earnings for the year were 2.38p per share on revenue account and 29.98p per share on capital account. In the
course of the year dividends totalling 3.00p per share were paid. A final dividend of 1.5p per share in respect
of the year to 30 June was approved on 25 August and will be paid on 24 September.

Share Price

Throughou! the year to 30 June 2010, apart fromy two uief periods, the shares traded at a prenuum to Net Asset
Value {(NAV). This range was between a 0.9% discount to the picvailing NAV to an 8.8% premium, with the
average being around a 4.5% premium.

New Share Issue
Subsequent to the year end the Board published a prospectus relating to proposals for a placing of up 0 £50
million of shares in the Company. This placing was timed to coincide with the inclusion of the Company in

the FTSE All Share Index.

The placing was fully subscribed and 26,595,744 shares were issued at 188p which represented a 2% premium
over the prevatiing NAV. This placing raised £30 million of additional capital for the Company. As at
23 September, the date of this Report, the Company had 124,638,416 Redeemable Participating Preference
Shares of 0.0] pence each in issue. Therefore the total voting rights in the Company are 124,638,416, | am
very pleased to report that the Company duly became a constituent of the FTSE All Share Index on
20 September 2010,

Annual General Meeting

The Annual General Meeting (“AGM™) of the Company will be held at 10.30 a.m. on Tucsday 23 November
at the Company’s registered office at Trafalgar Court, Les Banques, St Peter Port, Gucrnscy.

Share Buyback Authority

Despite the shares trading at a premium to NAV throughout most of the ycar to 30 June 2010, the Board has
resolved o seek, al the AGM un 23 November, s renewal of its auithoniiy o buy back shares al @ discouni v

NAY inthetermsto bostated ina 5 arcs liave been bough

granied at previous AGMs.

n
s
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Share Redemption Facility

The Company has a Redemption Facility operable in November each year. The Board has resolved not to offer
the Facility in November 2010.

Chairman

1 am now approaching the age of 73 at which, under the Articles, I must retire from the Board and intend to
de so after the forthcoming AGM.

John de Havilland
Chairman
23 September 2010
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RUFFER INVESTMENT COMPANY LIMITED

Directors

The Company has six non-executive directors, all of whom except Wayne Bulpitt and Peter Luthy, are
independent of the Manager and details of whom are set out below.

John de Havilland, aged 72 and a resident of South Africa. He joined J Henry Schroder Wagg and Co Limited
in 1959 as a fund manager and he became director of Schroder Wagg in 1972. He ran Schroder investment
division’s own account trading book for 20 years and also managed funds for Schroder clients including
overseas government agencies. He retired from Schroders in 1990 since when he has continued with
longstanding advisory and/or trustee roles for certain major family groups.

Wayne Bulpitt, aged 49 and a resident of Guernsey. He is managing director and principal of Active Group
Limited. He was formerly Head of Offshore investment Services for Canadian Imperial Bank of Commeree,
Gilobal Private Banking & Trust division {1998-2001) and Managing Director of CIBC Fund Managers
(Guernsey) Limited (1992-1998). He is also a director of Ruffer Illiquid Strategies Fund of Funds 2009

Limited, 2 (‘-nr-rn\r‘v registered investment company managed hv the Investment M'm'mer

................. AL L e CRUTHT {HEMERD

Jeannette Etherden, aged 50 and a resident of the United Kingdom. She started in 1983 as a research analyst
at Confederation Life (acquired by Sun Life of Canada in 1994) and was Head of UK Equities from 1991, In
199€ she moved fo Newion Investment Manaoement ag 2 o appointed a

Ditecior [or Newlon in 1997 and additionaily was Chiefl Operating Oificer, Investments {rom 1999 uatii her
resignation in 2001, From lanuary 2004 to January 2006 she was Business Development Manager for the
Candela Fund at Olympus Capital Management.

und munumer She W
und munuarer. sne W

Peter Luthy, aged 59 and 2 resident of the United Kingdom. He has worked in the fixed income market for 25
years. In 1990, he co-founded a credit focussed bond broker, Luthy Baillie Dowsett Pethick and Co. Limited
{“"LBDP”) whose shareholders included Deutsche Bank AG, Robert Fleming Limited and Swiss Bank
Corporation. Dresdner Klelinwort Benson acquired LBDP in 1996 where he was global head of credit products.
In 1998 he became global head of investment banking at Barclays Capital and, since 2001, has acted as a
consultant on bank credit portfolios. Currently, he is a Managing Partner of Banquo Credit Management LLP.
He is also a director of Ruffer liiiquid Strategies Fund of Funds 2009 Limited, a Guernsey regisiered
investment company managed by the Investment Manager.

Christopher Spencer, aged 60 and a resident of Guernsey. He qualified as a chartercd acceuntant in London in
1975, Following two years in Bermuda he moved to Guemsey. Mr Spencer, who specialized in audit and
fiduciary work, was Managing Partner/Director of Pannell Kerr Forster (Guernsey} Limited from 1990 until
his retirement in May 2000. Mr Spencer is a member of the AIC Offshore Committee, a past President of the
Guemsey Society of Chartered and Certified Accountants, and a past Chairman of the Guernsey Branch of the
Institute of Directors. He is a non-gxecutive director of a number of hedge funds, funds of hedge funds and
other investment and insurance companies.

Ashe Wina’r’wm, CVO u 53 and 4 [Cbldc[ll ol il u'niit:u }\mgdum dt: Juined Barclays de Zoete v\ucdu

VA or af BZW's Bquities
Dmswn m 199] Hc _|omcd Credit Smssc First Boslon in 199" vuhen (hey acquxred BZW’s equities business.
in 2004 he joined Man Investinents as Head of internal Communications and in 2007 became Man Group’s
Giobal Head of Tnternal Communications. In June 2009 he resigned from Man Group ple Lo set up a private
family office.
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RUFFER INVESTMENT COMPANY LIMITED
Report of the Directors

The Directors of Ruffer Investment Company Limited (the “Company”) present their Annual Financial Report
for the year ended 30 June 2010 which have been properly presented in accordance with The Companies
{Guernsey) Law, 2008,

Registration

The Company was incorporated with limited liability in Guernsey on 1 Junc 2004 as a company limited by
shares and as an authorised closed-ended investment company. As an existing closed-ended fund the Company
is deemed to be granted an authorised declaration in accordance with section 8 of the Protection of Investors
{Bailiwick of Guernsey) Law 1987, as amended and mle 6.02 of the Authorised Closed-ended Investment
Schemes Rules 2008 on the same date as the Company obtained consent under the Control of Borrowing
(Bailiwick of Guernsey) Ordinance 1939 to 1989.

Principal Activity and Investment Objective

The Company is a Guemnsey authorised closed-ended investment company with a premium listing on the
London Stock Exchange (LLSE}. The principal ehjective of the Company is detatled on page 12 of the Annual
Financial Repori.

During the year the Company made an application 1o the UK Financial Services Authority ("F5A™) and 10 the
LS for 8,412,969 Redeemablie Padicipating Preference Shares of 0.01 pence each o be admitied o the
Official List under a general corporate purposes blocklisting lacility. These new Redeemable Participating
Preference Sharcs rank pard passu with the shares in issue.

Under the blocklisting facility, 8,912,969 new Redeemable Participating Preference Shares of 0.01 pence each
were allotied and issucd during the year to 30 June 2010

As at 30 June 2010 the Company had has 98,042,672 Redeemable Participating Preference Shares of 0.01
pence each in issue. Therefore, the total voting rights in the Company were 98,042,672,

Resulis and Dividends

The results for the year are set out in the Statement of Comprehensive Income on page 16. An interim dividend
of 1.5p per share (£1,423,195) was declared on 25 February 2010 and paid on 26 March 2010. a further
dividend of 1.5p per share was approved on 25 August 2010, also in respect of the period covered by this
Repor.

Shareholder Information

The Company announces its unaudited Net Asset Value on a weekly basis and at month end. A monthly repont
on investment performance is published by the Company’s Investment Manager, on the Investment Manager’s
website, www,riffer.co.uk.

Investmeni Management

The Investment Manager of the Company is Ruffer LLP (the “Investment Manager”). The key terms of the
Investment Management Agreement and specifically the fee charged by the Investment Manager are set out in
Notes 6 and 15 to the financial statements. The Board believes that the investment management fee is
competitive with other investment companies with similar investment mandates.

The Board reviews on an ongoing basis the performance of the Investment Manager and considers whether the
investment strategy utilised is likely to achieve the Company’s investment objective of achieving a positive
total annual portfolio return, after all expenses, of at least twice the return of the Bank of England base rate.
Having considered the portfolio performance and investment strategy, the Board has unanimously agreed that
the interests of the shareholders as a whole are best served by the continuing appointment of the Investment
Manager on the terms agreed.

The Investment Management Agreement will continue in force until terminated by the Investment Manager or
the Company giving to the other party thereto not less than 12 months notice.
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RUFFER INVESTMENT COMPANY LIMITED
Report of the Directors (continued)

Directors

The details of the Directors of the Company during the year and at the date of this Report are set out on page 3
and on the Management and Administration summary on page 42.

Directors’ Interests

The Directors who held office at 30 June 2010 and up to the date of this Report held the following numbers
of Redeemable Participating Preference Shares beneficially:

Directors Shares
Wayne Bulpitt 20,000
Jeannette Etherden 36,627
Christopher Spencer 14,157
Ashe Windham 62,906

Significant Shareholdings

Ac at I A;'-'g!l"‘- Ml l‘ﬁgis‘in—i"_&lul eharchalders with holdines areater than 3% in the Comnany warni;
A at 3 Apa e MG, reaciarad eharchorders wilh Doldings greates han 5% in e Comnany wer!

Shareholder Shares 4
Clicnts of Statc Strect Nominces Limited 11,874,602 iZ.4i
Clients of Roy Nominces Limited 9,350,978 4.54
Clients of Rathbone Nominees Limited 5447771 5.56
Clicnts of Speirs & Jeffrey Client Nominees Litd 4,050,262 4.13
Clients of Alliance Trust Savings Nominges Limited 3,317,913 3.38
Clients of Adam & Company (Nominces) Limited 3,098,316 316
Clients of Chase Nominces Limited 3,016,384 3.08

Going Conceril

The Directors believe that it is appropriate to continue to adopt the going concern basis in preparing the Annual
Financial Report since the assets of the Company consist mainly of securities which are readily realisable and,
accordingly, the Company has adequate financial resources to continue in operational existence for the
foreseeable future.

The Board also has the discretion to operale the Redemption Facility, offering shareholders the possibility of
redeeming part of their sharcholding at the Net Asset Value, if it appears appropriate to do so.

Corporate Governance
As an nuthonsed ciosed-ended mvcslmcnt company rcglsterccl in (.Jucmscy lnc L_ompanv is eligible for

‘cxempden from the re

rements of the Cityes i ey 1 he ot TTR Ticine
CIMEnis O W0 LOmtINed Loue (00 L ombiicy Lods ; WSUCU Oy WIS U Lasung

Authorily. The Board has however pul in place a framework for corporate governance which it believes is
suitable for an investment company. This framework enabies the Company to comply voiuntarily with the main
requirements of the Code, which sets out principles of goed governance and a code of best practice.

Corporate Governance Principles

The Company has carcfully considered the principies and recommendations of the AIC Code of Corporate
Governance (the “AIC Code”) and has decided to follow the AIC's Corporate Govermance Guide for
Investment Companies (the “AIC Guide™). During February 2009, the Financial Reporting Council confirmed
that by following the AIC Guide investment company beards shoukd fully meet their obligations in relation to
the Combined Code. The Board, having reviewed the Code, considers that it has maintained procedures during
the year ended 30 June 2010 to ensure that it complies with the spirit of the AIC Code and its special
circumstances as an investment company registered in Guernsey,

The Board

The Board currently comprises six non-executive directors, all of whom are independent with the exception of
Wayne Bulpitt and Peter Luthy. Under the Corporate Governance Code Wayne Bulpiit and Peter Luthy are
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RUFFER INVESTMENT COMPANY LIMITED
Report of the Directors {continued)

considered not to be independent by reason of being directors of Ruffer Illiquid Strategies Fund of Funds 2009
Limited, a Guernsey registered investment company managed by the same Investment Manager as the
Company. None of the Directors has a contract of service with the Company.

The Board meets on at least four occasions each year, at which time the Directors review the management of
the Company’s assets and all other significant matters so as to ensure that the Directors maintain overall
control and supervision of the Company’s affairs. The Board is responsible for the appointment and monitoring
of all service providers to the Company.

Chairman, Senior Independent Director and Chief Executive

The Chairman of the Board is John de Havilland. A biography for Mr de Havilland and all other Directors
appears on page 3. In considering the independence of the Chairman, the Board has taken note of the
provisions of the Combined Code relating to independence, and has determined that Mr de Havilland is an
independent Direcior. As the Chairman is an independent Director, no appointment of a senior independent
director has been made. The Company has no employees and therefore there is no requirement for a chief
executive.

Attandanna nt tha Raaed and athar SCammitica maatinno darina the vear suae e follouaee:
Atgnaance ot he Zoarg and ofnor Lommiies meglngs quring (02 vear way ug 1000w

Number of

Meetings John de Wavne Jeannette Peter  Chrisiopher Ashe

held Havilland Bulpitt Etherden  Luthy Spencer Windham

Board Meeatings 5 4 5 4 3 5 4
Audit Commitice

Meetings 2 2 2 2 1 2 2

Performance Evaluation

The Chairman evaluates the performance of each of the Directors on an ongoing basis, taking into account the
effectiveness of their contribuiions and their commiiment to the role. The Chairman conducets formal appraisals
with each Director on an annual basis. The Board conducts a similar appraisal of the Chairman.

Re-election

In accordance with the Company’s Articles of Association, at the first Annual General Meeting (AGM) of the
Company all of the Directors retired from office and were subsequently re-elected. At each Annual General
Meeting thereafier, one-third of the Directors, (or if their number is not three or an integral muitipie of three},
the number nearest 1o, bue (except where ihere are less than three Directors) not greater than one-third, shaii
retire from office. Om 26 November 2009 at the 5th AGM of the Company, Wayne Buipitt and Jeannette
Etherden retired as Directors of the Company and being eligible had offered themselves for re-clection and
were re-elected as Directors of the Company by the Shareholders.

The Directors may at any time appoin! any person to be a Director either to fili a casual vacancy or as an
addition to the existing Dircctors. Any Director so appointed shall hold office only untii, and shall be eligible
for re-¢lection at, the next general meeting following their appointment but shail not be taken into account in
determining the Directors or the number of Directors who are to retire by rotation at that meeting if it is an
annual general meeting. At the 5th AGM of the Company Ashe Windham retired as a Director as he was
appointed subsequent to the previous AGM and being eligible had offered himself for re-election and was re-
elected as a Director of the Company by the Shareholders.

Supply of Information

The quarteriy board meetings are e principal source of regular information for the Board enabling ii 1o
determine policy and to monitor performance and compliance. A representative of the Investment Manager
attends cach board meeting thus enabling the Board to discuss and review the Company’s operations and
performance. All of the Directors have direct access to the Company Secretary, and may, at the expensc of the
Company, seck independent professional advice on any matter that concerns them in the furtherance of their
duties.
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RUFFER INVESTMENT COMPANY LIMITED
Report of the Directors (continued)

Dirvectors’ Responsibilities in Respect of the Financial Statements

The Directors are responsible for preparing the Report of the Directors and the Financial Statements in
accordance with applicable law and regulations,

Company law requires the Directors to prepare financial statements for each financial year. Under that law they
have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (“IFRS”) and applicable law.

The financial statements are required by law to give a true and fair view of the state of affairs of the Company
and of the profit or loss of the Company for that period.

In preparing those financial statements the Dircctors are required to:
+  select suitable accounting policies and then apply them consistently;
*  make judgements and estimates that are reascnable and prudent;

= state whether applicable accounting standards have been followed, subject to any malerial departures
disciosed and eaplained in ile fsutciad staicinenis; aind

+  preparc the tinancial statements on the going concern basis unless it is inappropriate to assume thal the
Company wiil continue in business.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy
at any time the financial position of the Company and enable them to ensure that the financial statements
compiy with The Companies (Guemnsey) Law, 2008. They have gencral responsibility for taking such steps as
arc reasonably open to them to safeguard the assets of the Company and to prevent and detect fraud and other
irregularities.

Directors’ Responsibility Statement

The Directors confirm that they have complied with the above requirements in preparing the financial
statements and that to the best of their knowledge and belief:

(a) The Annual Financial Report, prepared in accordance with International Financial Reporting Standards.
gives a true and fair view of the assets, liabilities, financial position and profit of the Company; and

{b) The Chairman’s Review, Investment Manager's Report and Report of the Directors includes a fair review
of the development and performance of the business and the position of the Company together with a
description of the principal risks and uncertainties that the Company faces.

The Directors recognise their responsibilitics stated above.

Disclosure of Information to the Auditor

The Directors who held office at the date of approval of these Financiai Statements confirm that, so far as they
are each aware, there is no relevant audit information of which the Company’s auditor is unaware; and each
Director has taken all the steps that they ought to have taken as a Director to make themselves aware of any
relevant audit information and to establish that the Company’s auditor is aware of that information.

Audit Committee

The Company's Audit Committee comprises all of the Directors. The Audit Committee has the following
remit: to meet bi-annually and to consider, inter-alia: (a) annual and interim financial statements; (b) auditor
reports; and {c} terms of appuintmenl and remuneration for the auditors (inciuding overseeing the
independence of the auditors particularfy as it relates to the provision of non-audit services), The Board is
satisfied that the Audit Committee contains members with sufticient recent and relevant financial experience.
The Audit Committee has considered the requirement for an annual internal audit of the Company. On the basis
that the Company is an investment company with no employees, and, due to the Company’s service providers
alk being regulated entities who themselves are subject (0 internal awdits, the Audit Committee is of the opinion
that an intermal audit is not necessary for the Company.
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RUFFER INVESTMENT COMPANY LIMITED

Report of the Directors (continued)

Nomination Committee

The Board as a whole fulfils the function of a Nomination Committee. Any proposal for a new Director will
be discussed and approved by the Board. The Board will determine whether in future an external search
consultancy or open advertising is used in the appointments of non-executive Directors.

Directors’ Remuneration

The level of Directors’ fees is determined by the whole Board on an annual basis and therefore a separate
Remuneration Committee has not been appeointed. When considering the level of Directors’ remuneration the
Board considers the industry standard and the level of work that is undertaken. Since all Directors are non
executive, the Company is not required to comply with the principles of the Code in respect of executive
directors’ remuneration. Directors’ fees are disclosed fully in each Annual Financial Report. The basic fee
payable to the Chairman is £28,500 p.a. and £20,000 p.a. to each Non-Executive Director. None of the
Directors had a service contract with the Company during the year and accordingly a Director is not entitled

ALl 3 SETVICS CONIrAr pany curing coordim 4 LNTeCior iy led

to any minimum period of notice or to compensation in the event of their nemoval as a Director.

Internal Control

The Board is responsibic Tor cswablishing and mainmaining (w Company’s syswem of imernai coniroi and ior
maintaining and revicwing ite effectivences, The svstem of internal sontrols 18 eles \ium sf 1o manage: rather than
to ¢liminate the risk of failure to achieve business nh]euive\ and as such can only nmvidu reasonah! ¢, hat nit
absolute, assurance against material misstatement or loss.

The Board considers on an ongoing basis the process for identifving, evaluating and managing any significant
risks faced by the Company. The process includes reviewing reports from the Company Secretary on risk
control and compliance, in conjunction with the Investment Manager's regular reports which cover investment
performance.

The Board has contractually delegated to extemmal parties various functions as listed below. The duties of
investment management, accounting and custody are segregated. Each of the contracts entered into with the
parties was entered into after full and proper consideration by the Board of the quality and cost of services
offered, including the control systems in operation as far as they relate to the affairs of the Company.

+  Investment Management is provided by Ruffer LLP, a company authorised by the FSA.

*  Administration, Accounting, Registrar and Company Secretarial duties are performed by Northern Trust
International Fund Administration Services (Guernsey) Limited, a company licensed and regulated by the
Guernsey Financial Services Commission.

+  CREST agency functions are performed by Computershure (CD) Limited, a cempany licensed and
regulated by the Jersey Financial Services Comumission.

+  Custody of assets is undertaken by the RBC Dexia Investar Services Trust, a joint venture equally owned
by Roval Bank of Canada and Dexia and is authorised and regulated by the FSA.

Dialogue with sharchelders

The Investment Manager and the Corporate Rroker maintain regular dialogue with institutional shareholders,
feedback from which is reported to the Board. In addition, Board members sometimes attend meetings
between the Investment Manager and institutional shareholders and they are available to answer shareholders’
questions at any time, and specifically at the AGM. The Company Secretary is availabie to answer general
sharehotder queries at any time during the year.

Auditors

The Auditors, Moore Stephens, have indicated their willingness to continug i
for their reappointment will be proposed at the forthcomin

office. Accordingly, a resolution
1 Meeting.

23 Septethbe:
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RUFFER INVESTMENT COMPANY LIMITED

Investment Manager’s Report

For the year ended 30 June 2010

In the twelve month period from 1 July 2009 to 30 June 2010, the net asset value per share of the Company
rose in capital terms from 152.6p* to 182.6p* which, together with a dividend of 3.00p, represents a total
return of 21.8%, compared to the target return of 1.0%, being twice the Bank of England base rate over the
period. Over the same period the FTSE All Share gained 21.1% on a total return basis. Since launch on § July
2004 the Company has returned 103.0%**, including dividends.

The Investment Company has had a remarkable last two years: in 2008/9 the portfolio made gooed returns in
difficult markets and in the last twelve months we delivered reasonable gains in easy markets. In light of this
happy peried for our investors it 15 important to note that such a level of annual retums cannoct in any way be
viewed as sustainable. It is simply not credible 1o expect to deliver year in, year out, the type of retums that
we have achieved in the last two years. We will, of course, do everything within our power to preserve capital
and make a decent refurn, but as we sadly remain bereft of a crystal ball we are faled to remain entirely fallible
and. theretore. as likely to produce dull or disappointing returns in the future as sparkling ones.

The broad risk asset rally seen last vear was principally the resuli of excess liquidity in financial markets,
stemming almost entirely from extraordinary levels of fiscal and monetary stimulus and as such lcaves markels

v lnarnhla rar motantial ayit straterias from these stimuli. The retum of hich cormalations
YINCrame (G any COnComs over POICIlL TRI SIWRICEISS TOM 10858 SUMUL. 108 Ium &L Mg

coirelaied fails across 1isk asseis. n\.t.unumg:y we auugut plutét.uuu fur the p puuluuu ifi ihe bau\ el o 1_u09
through increasing our exposure to the US Dollar, one of the few assets to decline in the 2009 recovery rally,
Dwring the minor equity setback early in 2010 the doilar behaved exactly as hoped, rising against sterling as
risk appetites waned, and so we increased the exposure to over 30% of the portfolio as the markets recovered
towards the end of the first quarter of 2010,

During the last quarter of the Company's financial year, risk appetite cvaporated as a series of concerns hit
investor sentiment. China’s etforts to step on the brakes, Greece’s problc.mb and the potential spill-over inlo
other parts of Europe, and the fiscal worries in a number of leading cconomics all clearly had the potential to
precipitate a (light from risky assets. It so happens that in the second quarter of 2010 they did. The resilience
of the portiolio through this period (the NAV was virtually unchanged during the quarter as equity markets fell
by 10% or more) was largely due W our large exposure to the US Dollar and vur small exposure 10 index put
options. Our holding in the ill-fated BP was a negative for the portfolio, but our index-linked bonds held up
rather well given the risc in deflationary concems.

Our belief is that 2002 will prove to have been the calm between two storms. We navigated the difficult
markets of 2008, and we have fared adequately in what have been comparatively benign markcts over the last
year. This coming year could well be another difficult one. Whilst central bankers still talk about the
tmportance of inflation targeting, we expect them to remain unmoved in terms of interest rates, with the result
that a period of ncgauvc real rares wili be ushered in. This is the cure for the ilis of excessive aebrs that i 1s

unfoldinge upon us bui for the saver il e ol ucurse
Uil Bpd

LUISE # cure, For

@ sigoificant weighting in index-linked bonds, which should protect the value of the ponticlio in th1s
environment.

B IENOMY W e

Within our equity holdings there are three particular themes of note. Firstly, a preference for large
multinational stocks with strong balance sheets and, in many cases, attractive dividend yields. In a world where
interest rates are held artificially low but credit is hard to find, companies that can finance themselves look well
placed to gain pricing power against smailer and more indebted competition. Secondly, investments to benefit
from an eventual reflation in Japan, though the advent of the Greek crisis has probably delayed any Japanese
stimulus — governments around the world are currently all trying to show their most austere face to the bond
markets. Lastly, stocks that are likely to profit from a pick-up in corporate spending as companies look to
benefit from their increasingly strong financial positien before governments make a grab for their money.

We are entering a choppy period in the market when opportunism is more important than the killer thought.
The key 1o the year 2008 was guarding against the debt-strewn dislocations; the key to 2009 was to understand
that quantitative easing would raise asset prices. The next big theme, high inflation and negative real interest
rates, does not feel like a story for 2010 so the art is to get the portfolios safely through to the onser of this
next major theme. The cross currents that we see are: strong underlying economic growth; China looking set
to biow up; techinical factors in certain markelts, such as swaps, which all point to lower lending activity by the
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RUFFER INVESTMENT COMPANY LIMITED

Investment Manager’s Report (continued}

banks in the future. We continue to like Japan; a part stimulus would weaken the currency, steepen the yield
curve and be good for equities.

Ruller LLP
July 2010

*  Value reported to the London Stock Exchange, using mid market price.

**  The calculation of the Total Retum includes an amount of 4.796 pence per Share which represents the notional amount by which
dividerds paid to date would have grown if they had not been paid out as dividends but reinvested within the Company.
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RUFFER INVESTMENT COMPANY LIMITED

Company Performance

Price
at 30.06.10
Offer Bid
Price Price
£ £
Shares 1.975 1.960

Change in

Bid Price
From From
Launch 30.06.09
%o %
+ 96,00 +26.61

Prices are published in the Financial Times in the “Investment Companies” section, and in the Daily
Telegraph's “Share Prices & Market Capitalisations™ section under “Investment Trusts”.

Fund Size

360.06.10
30.06.09
30.06.08
30.06.67
30.06.06
30.06.05

Nei Assei
Value
£

178.60Y5014
135.603.281
116,617,351

1273 £00 774
1L3,07U, 7 147

126,375,613
55,935,077

Net Asset
Yalue

per Share
£

1.823*

1.521
1.308
1 1&n
1.166
[.191
111

Aazrmhan
ANUEICT

of Shares
In Issue

U8.042.672
89,129,703
89,129,703

1A 117 V74
LUG, L1 iyisy

106,117,074
50,000,000

*  Value reported to the London Stock Exchange was 1.826 using mid market values, Bid prices are

presented as fair value in the Financial Statements.
Share Price Range

Accounting
Period to:

30.06.10
30.00.09
30.06.08
30.06.07
30.06.06
30.06.05

Net Asset Yalue Range

Accounting
Period to:

30.06.10
30.06.09
30.06.08
30.06.07
300606
30.06.05

Highest
Offer Price
£

2.005
1.570
1.300
1.260
1.300
1.140

1.122

Lowest
Bid Price
£

1.555
1.250
1,085
L1E0
1.120
1.O00

0.976

Past performance is not a guide to the future, The value of the shares and the income from them can go down

as well as go up and you may not get back the amount originally invested,

Hi
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RUFFER INVESTMENT COMPANY LIMITED

Investment Policy

The principal objective of the Company is to achieve a positive total annual retum, after all expenses, of at
least twice the Bank of England base rate {0.5% as at 30 June 2010) by investing in intemationally listed or
quoted equities or equity retated securities (including convertibles) and/or bonds which are issued by corporate
issuers, supra-nationals or government organisations.

Investment Policies

In selecting investments the Company will adopt a stock picking approach and will not adopt any investment
weightings by reference to any benchmark. Both the Board and the Investment Manager believe that the
adoption of any index related investment style would inhibit the ability of the Company 1o deliver its
objectives.

The Company invests across a broad range of assets, geographics and sectors in erder Lo achicve its objective.
This allocation will change over time 1o reflgct the risks and opportunitics identificd by the Investment
Manager across globa! financial markets, with an underlying locus on capital preservation. The allocation of
the penfolio between cquities and bonds will vary from time {o time so as (o enable the Company to achieve
its objeciive. There arc no Testrictions on the geographicat or sectoral exposure of the portfolio (except thosc
restriclions noted beiow).

The universe of equity, equity related securitics or bonds in which the Company may invest will be wide and
may include companies domiciled in, and bonds issued by entities based in, non-European countries, inciuding
countries that may be classed sz emerging or developing This may result in a signiticanl exposure to

currencies other than steriing.

Investment restrictions and guidelines

It is not intended for the Company to have any structural gearing. The Company has the ability to borrow up
to 30% of the Net Asset Value at any time for short term or temporary purposes, as may be necessary for
settlement of transactions, to facilitate share redemplion or to meet ongoing expenses.

The Company will not invest in the securities of any company that is not quoted or does not have a listing on
a Relevant Market.

The proportion of the portfolio invested into companies based in emerging or developing countries will be
limited, at the time of any investment, to below 15% of the Company’s gross assets.

The Direciors have determined that the Company will not engage in currency hedging except where the
Investment Manager considers such hedging to be in the interests of efficient portfolio management.

The Directors have determined that not more than 10%, in aggregate, of the value of the gross assets of the
Company at the time of acqmsmon may be mvestea in other listed investment companies unctuamg listed

not aonly 1o Investments in such
il not apply o invesiments i such eniities

have stated investment pohcms to invest no more than 15% of their gross assets in other listed investment
companies {including listed investment trusis}. Regardiess of the above restriction, the Directors have further
determined that no more than 15% in aggregate of the Company’s gross assets will be invested in other listed
investment companies (including listed investment trusts).

y iheinselves

General

In accordance with the requirements of the UK Listing Authority, any material changes in the Investment
Policy of the Company may only be made with the approval of shareholders.
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RUFFER INVESTMENT COMPANY LIMITED

Top Ten Holdings
Market % of
Holding at Value Total Net
Stock name Currency 30.06.2010 £ Assets
UK Index-Linked Gilt
1.25% 21172017 GBP 11,500,000 14,314,417 8.01
US Treasury Inflation indexed
2.375% Bond 15/01/2025 usD 12,250,000 10,504,344 5.88
US Treasury Inflation Indexed
1.625% Bond 15/01/2015 usD 11,000,000 8,860,991 4.96
UK Index-Linked Gilt
1.25% 22/11/2055 GRBP 5,762.00¥) 8,335,223 4.68
US Treasury Inflation Indexed
1.625% Bond 1573172018 Usn 10,000,060 7,331,230 4.10
Ruffer Hiquid Strategies Fund
of Funds 2009 Limited* GRP 6,725, 7.046.764 3.95
CF Ruffer Baker Steet Gold Fund* GBP 2,381,330 6,276,472 3.51
Yodafone Group Pl aere 4 200000 5,842 200 127
NTT Daa iPY 2,000 4,583,275 239
UK index-Linked Giit 1.875% 2271172022 GBP 4,000,050 4,522,308 275

*  Rufler Illiquid Swategies Fund of Funds 2009 Limited and (I Rutter Haker Steel Gokd Fund arc classed as related parties as they
share the same Investment Manager as the Company.

The market value of all related investment funds are deducted from the Net Asset Value of the Company before
the calculation of management fees on a monthly basis.
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RUFFER INVESTMENT COMPANY LIMITED

Independent Auditors’ Report to the shareholders of
Ruffer Investment Company Limited

We have audited the financial statements of Ruffer Investment Company Limited (the “Company”} for the year
ended 30 June 2010 which comprise the Statement of Financial Position, the Statement of Comprehensive
Income, the Statement of Changes in Equity, the Statement of Cash Flows, and the related notes 1 to 21, The
financial reporting framework that has been applied in their preparation is applicable law and International
Financial Reporting Standards.

This report is made solely 1o the company’s members as a body, in accordance with Section 262 of The
Companies (Guemsey) Law, 2008. Our audit work has been andertaken so that we might state to the
company’s members those matters we are required 1o state to them in an auditors’ report and for no other
purposc. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than

the company and the company’s members as a body, for our audit work, for this reporn, or for the opinions we
have formed,

Respective responsibilities of directors and auditors

ihia five tho menmaccslo o ai o
are respongible for the prepaation of the
financial ctalarmanrs
financial

siaternents and for being satisiied that they give a true and fair view,

Our tesponsibility is i audit the financial statements in accordance with applicable law and fmernutional
Standards on Auditing (UK and Kreland). These standards reqiire us o comply with the Auditing Practices

Boad's Ethtcal Siandards for Auditors.

Scope of the audit of the financial statements

An audil involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud or error, This includes an assessment of: whether the accounting policies arc appropriate to the
company’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the directors; and the overalt presentation of the financial statements.

Opinien

In our opinion the ﬁna:
*  givea e and fa vof ( Company

he state of the Company's affairs as ai 30 June 20i0 and of its profit for the
1 crded;

ORE STEPHENS T

Chartered Accountants
Town Mills South

L.a Rue Du Pre

St Peter Port

Guemnsey GY1 3HZ

e 28 (8] (]
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RUFFER INVESTMENT COMPANY LIMITED

Statement of Financial Position

Notes 30.06.10 30.06.09
£ £
ASSETS
Cash and cash equivalents 9,404,633 4,960,204
Unrealised gain on open torward foreign currency contracts 19 243,203 3,727,334
Receivables 9 2,777,816 7,445,243
Investments designated at fair value through profit or loss 1&8 168,185,441 119,837,264
Total assets 180,611,093 135,970,045
EQUITY
Capital and reserves attributable to the
Company’s shareholders
Managemeni share capital 11 2 2
Net assets attributable to hoiders of Redeemabie
Participating Preference Shares 178,695,014 135,603,281
178 603 016 IS A0 INT
LIABILITIES
Payables i 1,505,112 254,472
Unrealised ioss on open forward foreign currency contracts i% 410,965 112,290
Totai Eabilities 1,916,077 366,762
Total Equity and Liabilities 180,611,093 135,970,045
et assets attributable wo holders of Redeemable
Participating Preference Shares (per sharc) 13 — 1.823 1.521
/.

The financial statements on pages 15 to 36 were approved on 23 September 2610 and signed on behalf of the

ST

S

Director Director )
- hns\d‘j’ﬂ 5\‘)eﬂcef \,d_%ne B Ym-
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RUFFER INVESTMENT COMPANY LIMITED

Bank interest income
Fixed interest income
Dividend income

Statement of Comprehensive Income

Net gains on investments designated

at fair value through profit or loss

Other (losses)/gains

Total income

Management fees
Expenses

Total expenses

Profit for the year before tax
Withholding tax
Profit for the year after tax

Total comprehensive income
for the year

01.07.09 to 01.07.08 to

30.06.10 30.06.09

Notes Revenue Capital Total Total
£ £ £ £

1 8,966 - 8,966 128,897

i 677,938 - 677,938 1,303,822

1 2,724,363 - 2,724.363 2,396,508
1&4 - 31,242,257 31,242,257 15,002,762
1&5 - (2,023,496) (2,023,496) 5,026,077
3,411,267 29,218,761 32,630,028 23,858,060
6 (360,173) (1,080,518) (1,440,691) (1,231.543)
7 (495.635) (380.683) (876,320 {796,307}
(855,808) {1,461,203) 2,317,011 (2,027,850)
2,555.45% 27,757,558 30,313,017 21,830,216
2 (349,401 - (345,4401) {393,21%)
2,206,058 27,757,558 29,963,616 21,436,997
2,206,058 27,757.558 29,963,616 21,436,997

32.36p 24.05p

Basic and diluted earnings per share* 2.38p 29.98p

*  Basic and diluted eamings per share are calculated by dividing the profit after taxation and increase in net assets attributable to
holders of redeemable participating preference shares by the weighted average number of redeemable participating preference
shares. The weighied average number of shares for the year was 92,585,251 (30.06.2009: 89,129.703).
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RUFFER INVESTMENT COMPANY LIMITED
Statement of Changes in Equity

Non-distributable reserves Distributable reserves Total
Share Capital Foreign  Foreign  Revenue Other 01.07.09 to
capital reserve exchange exchange Reserves Reserves  30.06.10
£ £ £ £ £ £ £
Balance at
30 June 2009 8,913 31,542,216 46,083,289 599,752 10,058,838 87,270,273 135,603,281
Total comprehensive
income for the year — 29,781,034 {2,056,466) 32,970 2,206,058 — 29,963,616
Transactions with
Shareholders:
Share capital
issued 15,888,258 - - - - - 15,888,258
Distribution
for the year - - - - - (2,760,141) 2,760,141)
Balance at
30 June 2010 15,857,171 01,023,276 4,020,825 G32,722 12,304,850 83,510,132 178,505,014
Net Assets attributable to holders of Redeemable Participating Preference Shares
at the end of the vear 178,695.0i4
Non-distributable reserves Distributable reserves Total
Share Capital Foreign Foreign  Revenue Other 01.07.08 to
capital reserve  exchange exchange  Reserves  Reserves 30.06.09
£ £ £ £ £ £ £
Balance at
30 June 2008 8913 17822554 1,587,072 69.892 7407580 89,721,340 116,617.35]1
Total comprehensive
income for the year — 13719662 4496217 520860 2,091,258 — 21,436,997
Transactions with
Shareholders:
Distribution
Jor the year - — - - — (2451067) (2,451,067}
Balance at
30 June 2009 8,913 31,542,216 6,083,289 599,752 10.098,838 87,270,273 135,603,281

LY

Net Assels qirribiiadie o holde.

2
at the end of the year

17

135,603,281
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RUFFER INVESTMENT COMPANY LIMITED
Statement of Cash Flows

01.07.09 to 01.07.08 o
30.06.10 30.06.09
£ £

Cash flows from operating activities

Purchase of investments designated at fair value through profit or loss (116,063,318) (121,440,043)
Proceeds from sale of investments designated at fair value

through profit or loss (including realised gains) 98,116,983 127,575,478
Other receivables 6,725,000 (6,010,705)
Transaction costs paid to brokers (380,685} (359,443)
Bank interest received 2,966 128,897
Fixed interest income received 694,609 1,823,654
Dividends received 2,698,488 2,105,459
Withholding tax (347,534} (343,692
Operating expenses paid (1,896,708) (1,802,933)
Foreign exchange gains 1.760.511 1,428,205
MNei cash (used imygeneraied frum operainng aciivitics 18,083,638) 3095,875
Cash flows from financing activities

Dividends paid (2,760.141) {2.451.067)
Proceeds fioin issue of redecemable participating preferonce sharcs 15,888,258 -
Net cash generated from/(used in) financing activities 13,128,117 (2,451,067)
Net increase in cash and cash equivalents 4,444,429 645,808
Cash and cash equivalents at beginning of the year 4,960,204 4,314,396
Cash and cash equivalents at end of the year 9,404,633 4,960,204
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RUFFER INVESTMENT COMPANY LIMITED

Notes (o the financial statements

L. Significant accounting policies

Basis of preparation

The financial statements are prepared in accordance with International Financial Reporting Standards
(“IFRS”}, which comprise standards and interpretations approved by the International Accounting Standards
Board (IASB) and are in compliance with The Companics (Guernsey) Law, 2008, The financial statements
have been prepared under the historical cost convention, as medified by the revaluation of financial assets and
financial liabilities at fair value through profit or less.

This annual report and financial statements, covering the year from 1 July 2009 to 30 June 2010, has been
audited.

New Accounting Standards all effective 1 Jannary 2009

in the current financial perind, the Company has adopted International Accounting Standard 1 {Amendedj -
Presentation of Financial Information (IAS 1}, IFRS 7 — Financial Instruments: Disclosures — Improving
Disclosures about Financial Instruments and 1FRS 8 ‘Qperating Segments’ (IFRS 8) and TAS 32 (amended)

Financial Instruments ; Pregeniation, which hecame effective as of | Janusry 2006,

TAS 1 requires the Company to present in the Statement of Changes in Eauity all owner equity changes,
whereas all non-owner changes in equity are presented in the Statement of Comprehensive Income.

Amecndments to IFRS 7 were issucd by the IASE in March 2000 and hecame effective for annual periads
heginning on or after 1 January 2009 with carty application permitted. The amendment to IFRS 7 requires fair
valuc measurcments to be disclosed by the source of inputs, using a three-level hierarchy:

»  Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1)

« Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
directly (as prices) or indirectly (derived from prices) (Level 2)

« Inputs for the asset or liability that are not based on observable market data (unobservable inputs)
(Level 3).

In addition the amendment revises the specified minimum liquidity risk disclosurcs including amongst others:
the contractual maturity of non derivative and derivative financial liabilitics, and a description of how this is
managed.

This presentation has been applied in these financial statements for the year caded 30 June 2010. Since the
change in accounting policy only impacts presentation aspects, there is no impact on the Net Asset Value or
the earnings per share of the Company.

IFRS 8 requires a ‘managemeni approach’, under which segment information is presented on the same basis
as that used for internal reporting purposcs.

The Board has considered the requirements of IFRS § “‘Operating Segments’, and is of the view that the
Company’s activities form a single segment under the standard being investments in a diversified portfolio of
internationally listed or quoted equities or equity related securities (including convertibles) and bonds which
arc issucd by corporalc issucrs, supra-nationals or government crganisations and shares in investment in funds,
From a geographical perspective, the Company’s investments are managed on a global basis. The Board, as a
whole, has been determined as constituting the chief operating decision maker of the Company. The key
measure of perfermance used by the Board to assess the Company’s performance and to allocate resources is
the toial rewurn based on the Net Assei Value per Share, as calculated under IFRS. Therefore no reconciliation
is required between the measure of profit or loss used by the Board and that contained in the Annual Financial
Report.

The objective of TAS 32 is to enhance financial statement user’s understanding of the significance of financial
instruments to an entity’s financial position, performance and cash flows. In particular, the standard addresses
classification of a financial instrument issued by an enterprise as a liability or as cquity and disclosures about
financial instruments, including information as to their fair values.
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RUFFER INVESTMENT COMPANY LIMITED

Notes to the financial statements (continued)

1. Significant accounting policies (continued)

Standards, amendments and interpretations that are not yet effective

The following interpretations are mandatory for the Company’s accounting periods beginning on or after
| January 2010 or later periods. IFRS 9 will change the way the Company classifies and measures certain of
its financial assets. The other standards and interpretations are not relevant for the Company’s operations.

« IFRS | (amendments) — Additional exemptions for first-time adopters (effective date — | January 2010);

»  IFRS 2 (amendments) — Group cash-settled share-based payment transactions (effective date — | January
2010y,

« IFRS % Financial Instruments — Classification and Measurcment (effective date — 1 January 2013);
+  [FRIC 19 — Extinguishing Financiat Liabilities with Equity Instruments {eflective date - 1 July 201(0).

‘Improvements o IFRS’ were issued in May 2008, April 2009 and May 2010, ‘Improvemcnts to IFRS’
comprise amendments that result in accounting changes for presentation. recoghition or measurement

elated 10 3 variety of individual standards. Most of

adioe 1 Toameenes: WMWY 1
QT 1L JEUary cuuy,

nurnoses ag well ag terr nlncn.' or editor:

1~
he amendmenis are effeciive for annual peil
¥ H -

anwary M1 1 racnactivale wwith anrfiar o
L SGRGATY «us 1 TESPECHIVESY, Willl 2anieT ap

expected as a result of these amendments.

_—>~

material chanees 1o accountine
MACnal SHAnges o aceouniing

Financial instruments

Financial assets and financial liabilities are recognised on the Company’s Statement of Financial Position
when the Company becomes a party to the contractual provisions of the instrument.

Investmenis designated ai fair value through profit or loss
Purchases and sales of investments are recognised on the trade date (the date on which the Company commits

to purchase or sell the investment). Investments purchased are initially recorded at fair value, being the
consideration given and excluding transaction or other dealing costs associated with the investment.

Subsequent to initial recognition, investments arc measured at fair value. Gains and losses arising from
changes in the fair value of investments and gains and losses on investments hat are sold are recognised
through profit or loss in the Statement of Comprehensive Income within net gains on investmenis designated
at fair value through profit or loss.

Forward foreign currency contracts

on the dme on which thcy are cmcrcd into and suhscqucntly rcmeasured at their fmr va]ue Fair value is
determined by rates in active currency markets. Al derivatives are carried as assets when fair value is positive
and as liabilities when fair value is negative. The gain or loss on remeasurement to fair value is recognised
immediately through profit or loss in the Statement of Comprehensive Income within other losses and gains
in the period in which they arise.

Other financtal instruments

For other financial instruments, including other reeeivables and other payables, the carrying amounts as shown
in the Statcment of Financial Position approximatc fair valucs due to the short term nature of these financial
instruments.

Qffsetting of financial instruments

Fipancial assets and financial liabilities are offset and the net amount reported in the Statement of Financial
Position, if and only if, there is a currently enforceable legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise assets and settle the liabilities simultaneously.
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RUFFER INVESTMENT COMPANY LIMITED

Notes to the financial statements (continued)

1. Significant accounting policies (continued)

‘inancial instruments (continued)
Fair Value

Tnvestments consist of listed or quoted equities or equity related securities, options and bonds which are issued
by corporate issuers, supra-nationals or government organisations and investment in funds.

Investments traded in active markets are valued at the latest available bid prices ruling at midnight on the
statement of financial position date.

Shares in investment funds are not listed on an actively traded exchange and these are valued at the latest
estimate of net asset value from the administrator of the respective investment funds i.e. most recent price is
the best estimate of the amouni for which holdings could have been disposed of at the statement of financial
pusilion daie,

D.vremgnmnn nf financial instruments

Al o~ + e
S LiRAancioy gRRct s dorecagmisd

Company reiains the right to recelve cash Hows froin mc assel, bul has assuiled an obiigation 10 pay them in
full without material delay to a third party under a “pass through arrangement”; or (c) the Company has
transferred substantially ali the visks and rewards of the asset, or has neither transterred nor retained
substantially all the fsks and rewards of the asset, bt hag transferred control of the asses.

sa cach lows From the acced have ox nm

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expired.

Significant estimates and judgements

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equate lo the related actual results. The main use of accounting estimates and
assumptions occurs in the calculation of the sensitivity analysis in Note 19,

Income

Dividend income from equity investments is recognised through profit or loss in the Statement of
Comprehensive Income when the relevant investment is quoted ex-dividend. Investment income is included
zross of withholding tax. Interest income is recognised through profit or loss in the Siatement of

Comprehensive Income for alt debt instruments using the effective interest rate method.

Expenses

Expenses are accounted for on an accruals basis. Expenses incurred on the acquisition of investments
designated at fair value through protit or loss is charged to the Statement of Comprehensive income in capital.
All other expenses are recognised through profit or loss in the Statement of Comprehensive Income in revenue.

Cash and cash equivalents

Cash comprises cash in hand and deemed deposits. Cash equivalents are short-term, highly liquid investments
with original maturities of three months or less and bank overdrafis.

Translation of foreign currency

Items included in the Company’s financial statements are measured using the currency of the primary
economic environment in which it operates {“the functional currency™), This is the British Pound {“Sterling”},
which is the currency in which its shares are demominated. The Company has also adopted Sterling as its
presentation currency.

Foreign currency transactions are translated into the functional currency using the exchange rate prevailing at
the transaction date. Foreign exchange gains and losses resuiting from the settlement of such transactions and
those from the translation at period end cxchange rates of monetary asscts and liabilitics denominated in
foreign currencies are recognised in ihe Statement of Comprehensive Income.
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RUFFER INVESTMENT COMPANY LIMITED

Notes to the financial statements (continued)

1. Significant accounting policies (continued})

Translation of foreign currency (continued)

Translation differences on non-monetary items such as financial assets held at fair value through profit or loss
are reported as part of net gains or losses on financial assets through profit or loss in the Statement of
Comprehensive Income.

Redeemable participating preference shares

As the Company’s Redeemable Participating Preference Shares are redeemable at the sole option of the
Directors they are required to be classified as equity instruments.

2. Taxation

tThe Company has been gramled Excmpl Siates ynder the terms of The income Tax (Exempt Bodies)
(Guemsey} Ordinance, 1989 to income tax in Guernsey. lts liability is an annual fec of £600,

— N - gt : D S F O P e T o e Ty e
ELIC S1I0LIS UINCIUSEY &5 1AL L) LIS JIECicin v bUiilliieiieli-‘!i\‘ﬁ piegepiiig rvidues AUILLY WY WL LR
tax suftered at source on income. Foreign capitai gains tax charges are deducted from realised investment
gains.

3. Dividend to shareholders

Any dividend will be declared semi-annually in September and February each year. An interim dividend of
1.5p per share (£1,336,946) was declared on 23 September 2009 and paid on 23 October 2009 in respect of
the period from 1 January 2009 to 30 June 2009. An interim dividend of 1.5p per share (£1,423,195) was
declared on 25 February 2010 and paid on 26 March 2010 in respect of the period covered by this Annual
Financial Report. A further dividend of 1.5p per share was approved on 25 August 2010, also in respect of the
period covered by this report. The financial impact of this dividend is not included in these financial
statements.

4. Net gains on invesimenis designated at fair value through profit or loss
01.97.09 to 01.07.08 o

30.06.10 30.06.09
£ £
The net gains on investments designated at fair value through profit or loss
during the year comprise:
Gains realised on investmenis soid during the year 21,648,035 13,120,047
Unreabised wains arising from chanves i fair value during i 9 504 2472 1,876,715
Unreadised gains arising from changes In falr value 9,594,202 876,715
Net gains on investmenits designated at fair valoe through profit or loss 31,242,257 15.002.762

5, Other gains and losses
01.07.09 to 01.07.08 to

30.06.10 30.06.09

£ £

Unrealised (losses)/gains on forward foreign currency contracts (3,784,008) 3,605,872
Realised gains on forward foreign currency contracts 1,217,109 1,439,906
Orher realised and unrealised foreign exchange gains/(losses) 543,403 {19.701)

(2,023,496) 5,026,077
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RUFFER INVESTMENT COMPANY LIMITED

Notes to the financial statements {continued)

6. Management fees

The Company’s [nvestment Manager is Ruffer LLP. The Manager receives an annual fee, payable monthly in
arrears, at the rate of | per cent. per annum of the Net Asset Value of the Company on a mid-market basis.

During the year ended 30 June 2010, management fees of £1,440,691 (30.06.09: £1,231,543) were charged o

the Company, of which £1,080,518 (30.06.09: £923,657) was charged to the capital reserves of the Company.
The amount of £147,539 (30.06.09: £112,147) remained payable at the year end.

7. Expenses
01.07.09 1o 01.07.08 to
30.06.10 30.06.09
£ £
Transaction costs 380,685 359,443
Administration fee 209,982 174,360
Directors” fees 128,500 115418
Geaneral expences 115,235 109 78q
Custodian and lruslee chiaiges 14,895 i8,44%
Audit fee 25,391 18,432
Bank interest expense 1,628 416
876,320 796,307

All expenses were charged to the Company apant from transaction costs of £380,685 (30.06.09: £359,443)
which was charged to the capital reserves of the Company.

8. Investments designated at fair value through profit or loss

36.06.10 30.06.0%
£ £
Cost of investments held at end of the year 153,204,315 114,450,340
Fair valuc movement 14,981,126 5,386,924
Investments designated at fair value through profit or loss 168,185,441 119,837,264
9. Receivables

30.06.10 30.06.09
£ £

Amounts faling duc within one year;
Sales ol investiments awaiting settlement 1,833,950 -
Investment income receivable 463,416 437,541
Fixed interest income receivable 266,029 282,700
Other receivables 214,421 2
Due from broker - 6,725,000
2,777,816 7,445,243
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10. Payables

30.06.10 30.66.09
£ £
Amounts falling due within one year:
Purchases of investments awaiting settlement 993,535 -
Other creditors 312,644 92,798
Management fees payable 147,539 112,147
Withholding taxes payable 51,394 49.527
1,505,112 254,472
11. Share capital and share premium
30.06.10 30.06.09
£ £
Authorised Share Capital
100 Managoment Shares of £1.00 cach 00 108
200,000,000 Unciassined Siares of 0.01p each 26,000 20,006
75,000,000 C Shares of G,ip cach 75,006 75,006
05,100 Q5,100
Number of shares Share Capital
30.06.10 30.06.09 30.06.10 30.06.09
£ £
Issued Share Capital
Management Shares
Management Shares of £1.00 each 2 2 2 2
Equity Shares
Redeemable Participating Preference
Shares of 0.01p each:
Batance at start of year 82,129,703 89,129,703 8,913 8,913
Issued during the year 8,912,969 - 15,888,258 -
Balance as at end of year 98,042,672 89,129,703 15,897,171 8.913

Management Shares

The Management Shares, of which there are 2 in issue, were created to comply with the Company
Memorandum and Amended and Restated Articles of Association. The Management Shares carry one vote
each on a poll, do not carry any right to dividends and, in a winding-up, rank cnly for a return of the amount
of the paid-up capital on such shares alter relurn of capital on all other shares in the Company. The
Management Shares are not redeemable.

Unclassified Shares

Unclassified Shares can be issued as Nominal Shares or Redeemable Participating Preference Shares
(“Participating Shares”), Nominal Shares can only be issued at par to the Administrator. The Administrator is
obliged to subscribe for Nominal Shares for cash at par when Participating Shares are redeemed to ensure that
funds are available to redeem the nominal amount paid up on Participating Shares.
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11. Share capital and share premium (continued)
Unclassified Shares {continued}

The holder or holdets of Nominal Shares shall have the right to receive notice of and to attend general meetings
of the Company but shall not be entitled to vote thereat, Nominal Shares shall carry no right to dividends. In
a winding-up, holders of Nominal Shares shall be entitled to be repaid an amount equat to their nominal value
out of the assets of the Company.

The holders of fully paid Participating Shares carry a preferential right to a return of capital in priority to the
Management Shares but have no pre-emptive right and are entitled to one vote at all meetings of the relevant
class of sharcholders.

Share Premium Account

By way of a special resolution passed on 22 June 2{K)4, it was resoived that the amouni standing to the credit
of the share premium account of the Company tollowing completion of the issue tless any formation and initial
expenses set off against the share premium account} be cancelied and the amount so cancelled be credited as
a distributable reserve, This resolution was approved by the Royal Court of Guemnsey on 17 December 2004.

eredit of the share premium aceouni of the Company following completion of the issue (less anv expenses set
off against the share premium account) be cancelled and the amount so cancelted be credited to the reserve to
be estabiished in the books of account of the Company, bui shaii be able to be applied in any manner in which
the Company’s profits available for distribution (as determined in accordance with the Companies {Guernsey)
Law, 1994 to 1996) are able o be applied, including the purchase of the Company’s own shares and the
payment of dividends. This resolution was approved by the Royal Court of Guernsey on 8 February 2008,

Blocklisting and additional shares issued

During the ycar the Company made an application to the Financial Services Authority and to the LSE for
8,912,969 Redcemable Participating Preference Shares of (.01 pence each to be admitted to the Official List
under a general corporate purposes blocklisting facility. These new Redeemable Participating Preference
Shares rank pari passu with the cxisting shares m issuc.

Under the blecklisting facility, 8,912,969 new Redeemable Participating Preference Shares of 0.01pence each
were allotted and issued during the year to 30 June 2010

As at 30 June 2010 the Company had 98,042,672 Redeemable Participating Preference Shares of 0.0lpence
each in issue. Therefore, the total voting rights in the Company were 98,042.672.

12. Rescrves
Capital reserves

Capital reserves of the Company arose as a result of gains and fosses arising from changes in the fair value of
investments, gains and losses on investments that were sold and expenses transferred to capital.

Foreign exchange reserves

Foreign exchange reserve arose as a result of the translation movement in forward currency contracts and other
financial assets and liabilities which are net denominated in Sterling.

Revenue reserves

The revenue reserve is a distributable reserve account and income and expesses from transactions are
transferred to this account.

Other distributable reserves

Other distributable reserves account includes transfers from the previous Share Premivm Account due to
Guernsey legislation. Other distributable reserves can be used in the purchase of the Company’s own shares
and the payment of dividends.
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13. Net asset value reconciliation

The Company announces its Net Asset Value, based on mid-market value, to the London Stock Exchange after
each weekly and month end valuation point. The following is a reconciliation of the value attributable to
redeemable participating preference shares as presented in these financial statements, using International
Financial Reporting Standards, to the last net asset value:

30.06.10 30.06.0%

£ £
Net Asset Value per share for valuation purposes 1.826 1.526
Difference due to bid prices presented as fair value as opposed to
mid-market value reported to the London Stock Exchange (0.004) {0.004)
Other adjustments 0.001 (0.001)
Net assets attributable to holders of redeemable
participating preference shares (per share) 1.823 1.521

‘There were no contingent liabilities at the statement of financial position date.

15, Related party (Tansactions
The Directors are responsible tor the determination of the investment pelicy of the Company and have overall
responsibility for the Company’s activities.

Investment Management Agreement

The Company is managed by Ruffer LLP, an independent business incorporated in England and Wales as a
limited liability partnership. The Company and the Investment Manager have entered into an Investment
Management Agreement under which the Investment Manager has been given responsibility for the day-to-day
discretionary management of the Company’s assets (including uninvested cash) in accordance with the
Company’s investment objective and policy, subject to the overall supervision of the Directors and in
accordance with the investment restrictions in the Investment Management Agreement and the Articies of
Association. The Investment Management Agreement will continue in force until determined by the
investment Manager or the Company giving to the other parly thereto not less than §2 moaths nolice. The
market value of all related investment [unds are deducted from the Nel Assel Value of the Company belure the
caleulation of management fees on a monthiy basis, Details ol the management fees to which the Investment
Manager is entitled arc in Note 6.

Shares held in the Investment Manager

As at 3¢ Junc 20140, an immediate family member of Ashe Windham, owned 100 shares {30.06.09: 100) sharcs
in the Investment Manager.

Directors
The Company has six non-executive directors, all of whom except Wayne Bulpitt and Peter Luthy are
independent of the Investment Manager.

Under the Corporate Governance Code Wayne Bulpitt and Peter Luthy are considered not to be independent
hy reasen of being directors of Ruffer Iliquid Strategies Fund of Funds 2009 Limited, a Guemsey registered
investment company managed by the same [nvestment Manager as ihe Company.

The Directors of the Company are remunerated for their services at such a rate as the Directors determine
provided that the aggregate amount of such fees does not exceed £150,000 per annum.

Each Director was paid a fee of £20,000 (30.06.09: £20,000) per annum, except for the Chairman who was
paid £28,500 (30.06.09: £28,500).
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15. Related party transactions (continued)

Directors (continued)

Total Directors” fees for the year, including the outstanding Directors’ fees due to Directors at the end of the
year, are detailed below.

30.06.10 30.06.09

£ £

Directors’ fees for the year 128,500 {15418
Accrued at end of the year 32,125 32,125

Shares held by related parties
As at 30 Jure 2010, Directors of the Company held the following numbers of shares beneficially:

30.06.10 10.06.09
Difrevtury Shares Xhares
Waync Bulpint 20,000
Jcannette Brherden 38,627
Christopher Spencer 14,157
Ashe Windham 62,906

As at 30 Junc 2010, Jonathan Ruffer, Chief Executive Officer of the Investment Manager and his immedtate
family owned 384.800 (30.06.09: 384,000} shares in the Company.

As at 30 June 2010, the Investment Manager held 17,705,528 (30.06.09: 23,377,637) shares on behalf of its
discretionary clients in the Company.

Investments in related funds

As at 30 June 2010 the Company held investments in three (2009: two) related investment funds valued at
£18,095,233 (30.06.09: £7,710,237). Refer to the Portfolio Statement on pages 37 to 40 for details.

16. Substantial Interests
As af 30 August 2010, registered sharcholders with holdings greater than 3% in the Company were:

Shareholder Shares Yo
Clicats of Statc Strect Nominees Limited 11,874,602 12,11
Clients of Roy Nominces Limited 9,350,978 9.54
Clients of Rathbone Nominees Limited 544711 5.56
{Clients of Speirs & Jeffrey Client Nominees Ltd 4,050,262 413
Clients of Alliance Trust Savings Nomineges Limited 3,317,913 338
Clients of Adam & Company (Nominees) Limited 3,008,316 316
Clients of Chase Nominees Limited 3,016,384 3.08

17. Operating segment reporting

‘The Bourd of Directors makes the strategic resource allocations on behalf of the Company. The Company has
determined the cperating scgments based on the reports reviewed by the Board, which are used to make
strategic decisions.

The Board is responsible for the Company's entire portfolio and considers the business to have a single
operating segment. The Board’s asset allocation decisions are based on a single, integrated investment strategy,
and the Company’s performance is evaluated on an overall basis.

The intemal reporting provided to the Board for the Company’s assets, liabilities and performance is prepared
on a consistent basis with the measurement and recognition principles of IFRS.
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17. Operating segment reporting (continued)
There were no changes in the reportable segments during the year.

As required by IFRS 8, the total fair value of the financial instruments held by the Company by cach major
geographical segment, and the equivalent percentages of the total value of the Company, are reported in the
Portfolio Statement.

Revenue eamed is reported separately on the face of the statement of comprehensive income as dividend
income received from equities, and interest income received from fixed interest securities and bank deposits.

The statement of cash flows separately reports cash flows from opcraling, investing and financing activitics.

18. Financial instruments

In accordance with ils investment objeclives and policies, the Company holds financial instruments which at
any one lime may comprise the following:

« securities held in accordance with the investment objectives and policies;
s+ cash and ghort-term reccivables and payables arising directly from operations:
= derivative transactions including investment in forward foreipn cumrency contracts; and

+ borrowing used to finance investment petivity up o 2 mayimuem of 30% of the Net Accet Value of the
Company.

Terms, conditions and accounting policies

The fnancial instruments held by the Company comprise principally of internationally listed or quoted

equities or equity related securities (including convertibles) or bonds which are issued by corporate issvers,
supra-nationals or government organisations.

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of its financial
assets and liabilities are disclosed in Note 1. The following table analyses the carrying amounts of the financial
assets and liabilities by catcgory as defined in IAS 39.

The following are the categories of financial instruments held by the Company at the reporting date:

30.06.10 30.06.09
Fair Value Fair Vaiue
£ £
Financial assets
Listed securities 157,136,972 112,127,027
Untisied securiti 11,048,469 7,710,237
Unrealised gain on open forward foreign currency coniracts 243,203 3,727,334
Total financial assets at fair value through profit and loss 168,428,644 123,564,598
Other financial assets* 12,182,449 12,405,447
*  Qther financial assets include cash and cash equivalents and receivables
30.06.10 30.06.09
Fair Valne Fair Value
£ £
Financial liabilities
Payablcs 1,505,112 254,472
Unrealised loss on open forward foreign currency contracts 410,965 112,290
1,916,077 366,762
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19, Financial risk management and associated risks

The Company is exposed to a variety of financial risks as a result of its activities. These risks include market
risk (including price risk, foreign currency risk and interest rate risk), credit risk and liquidity risk. These risks,
which have applied throughout the year and the Investment manager's pelicies for managing them are
summarised below:

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices. The Company’s activities expose it primarily to the market risks of changes in
market prices, interest rates and foreign currency exchange rates.

Market price risk

Murket price risk arises mainly from the uncerlainly about fulure prices of the nancial mstruments beld by
the Company. It represents the potential loss the Company may suffer through holding market positions in the
face of price movements.

The Company’s investment portfolio is exposed to market price tluctuations which are monitored by the
Investment Manager in pursuance of the investment objectives and policies, Adherence to investment
guidelines and to investment and borrowing powers set out in the Placing and Otter for Subscription document
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Muarket price sensitivity analysts

The sensitivity analysis below has been determined based on the exposure to equity and bond price risks at the
reporting date. The 5% reasonably possible price movement for equity related securities and 100450 basis point
movement for interest rate used by the Company is based on the Investment Manager’s best estimates.

A 5% increase in Lhe market prices of equity related investments as at 30 June 2010 would have increased the
net assels attributable to holders of redeemable participating prelerence shares by £5,385,582 (30.06.09:
£3,213,999) and an equal change in the opposite direction would have decreased Lhe net assets auributable to
holders of redeemable participating preference shares by an equal opposite amouins.

An increase of 100 basis points in interest rates of bond related investments as at 30 June 2010 would have
decreased the net assels aftributable 1o holders of redeemahle participating preference shares by £6,928,968
(30.06.09 £9.051,450) and a decrease of 50 hasis potnts in interest rates would have increased the net assets
attributable to holders of redeemable participating preference shares by £3,464,484 (30.06.09: £4,525,725).

Actual trading results may differ from the above sensitivity analysis and these differences could be material.

Foreign currency risk

Foreign currency risk arises from fluctuations ia the value of a foreign currency. It represents the potential loss
the Company may suffer though holding foreign currency assets in the face of foreign exchange movements.

As a portion of the Company’s investment portfolio is invested in securitics denominated in curtencies other
than Sterling (the functional and presentation currency of the Company) the Statement of Firancial Position
may be significantly affected by movements in the exchange rates of such currencies against Sterling. The
Investment Manager has the power to manage exposure to currency movaments by using forward foreign
currency contracts and details of the holdings of such instruments at the date of these financial statements is
set out below. The Company will not engage in currency hedging except where it considers such hedging to
be in the interests of efficient portfolio management.

As at 30 June 2010, the Company had five {30.06.09: five) open forward foreign currency contracts.
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19. Financial risk management and associated risks (continued)

Foreign currency risk (continued)

Notional amount 30.06.10

of contracts Fair value

Expiration Underlying outstanding assets/
(liabilities)

£
28 July 2010 Foreign currency (Sale of JPY) ¥609,900,000 {359,128)
9 September 2010 Foreign currency (Sale of JPY) ¥3,450,000,000 234,653
9 September 2010 Foreign currency (Sale of JPY} ¥409,000,000 (39,360)
5 July 2010 Foreign currency {Sale of JPY} ¥215,360.059 (12,477)
9 September 2010 Foreign currency {Purchase of JPY) ¥200,000,000 8,530
(167,762)

Notional amouni F0.96.0%

af contracts Fair value

Expiration Underlving outstanding assets/
(finhilities)

£

19 November 2009 Foreign currency (Sole of 1SD) [75824,455.500 2.385.471
24 March 2010 Foreign carrency (Sale of USD) UI8%14,700,000 1,082,347
8 September 2009 Foreign currency (Sale of JPY) ¥2,636,000,000 259,510
19 November 2009 Foreign currency (Purchase of USD) US$2.000.000 {91,889)
24 March 2010 Foreign currency (Purchase of USD) US$14,700.000 (20,401)
3,615,044

The Investment Manager’s treatment of cutrency transactions other than in Sterling is set out in Notc | to the
financial statements under “Translation of foreign currency” and “Forward foreign cummency contracts”,

1 AN

As at 30 June 2010 and 2009, the Company held the following assets and labilities in currencics other than
the presentational cureney:

30.06.10 30.06.10 36.06.09 30.06.09

Assets Liabilitics Assets Liabilities

i £ £ £

Japanese Yen 38.042,641 1,408,723 34,304,401 -
United Siates Dollar 45012319 10,203 22,575,767 {112,290}
Swedish Krona 3,744,852 - 5,806,732 -
Euro 3,348,435 - 2,080,089 -
South African Rand 1,085,867 - 607,397 -
Aastralian Dollar 958,708 - 1158540 -
Singapore Dollar - - 2,277,392 -

Foreign currency sensitivity

As at 30 June 200, if the foreign currency balances lrad weakened 159 (36.06.09: 10%;) against Stetling with
all other variables held constant, net assets attributable to holders of redeemable participating preference shares
would be £12,158,556 lower {30.06.09: £3,728,358), net of open forward foreign currency contracts and due
mainly as a result of foreign currency losses on translation of these financial assets and liabilities to Sterling.
As at 30 June 2010, a 10% (30.06.09: 10%) strengthening of the [oreign currency balances against Sterling
would have resulted in an equal but opposite effect on the net assets atiributable 1o holders of redeemable
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Notes to the financial statements (continued)

19, Financial risk management and associated risks {continued}

Foreign currency risk (continued}
Foreign currency sensitivity (continued)

redeemable participating preference shares. Any changes in the foreign exchange rate will directly affect the
profit and loss reported in the Statement of Comprehensive Income,

Actual trading results may differ from the above sensitivity analysis and these differences could be material.

Interest rate risk

Interest rate risk represents the uncertainty of investment return due to changes in the market rates of interest.

The Company invests in fixed and floating rate scouritics. The income of the Company may he affected by
changes (o interest rates relevant to particular securities or as a result of the Investment Manager being unable
to sccure similar returns on the expiry of contracts or sale of securities. Interest receivable on bank deposits or

payable on the bank overdratt positions will be affected by fluctuations in interest rates.

The Iavestinent Manager aclively inanasges lhe Company’s exposure o lnterest rale risk, paying heed io
prevailing interest rates and economic conditions, market expectations and our own opinions of likely moves
in interest rates. Currently the entire exposure of the Company 1o fixed interest securities is in the form of
Index-linked bonds. The value of these investments is determined by current and expected ipflation and
interest rates.

The value of fixed interest securities will be affected by general changes in interest rates that will in wen result
in increases or decieases in the inarkel vatue of those instrumenly, When inleresi rales decling, lhe value of the
Company’s investments in fixed rate debt obligations can be expected to rise, and when interest rates rise, the
value of those investments may decline.

The investment pertfolio details the security type, issuer, imterest rate, and maturity date of all of the
Company’s fixed and floating rate securities as at 30 June 2010,

The table below summarises the Company’s exposure to interest rate risks. It includes the Company’s financial
assets and tabilitics at fair values, categorised by the earlier of contractual re-pricing or maturity datcs.

Floating Fixed Non-Interest Total Total
rate rate bearing 30.06.10 30.06.09
£ £ £ £ £
Financial Assets
Cash and cash equivalents .404 633 - - 9,404,633 4,960,204
investinents designated ai (aly vatue
through profit or loss —~ 58,378,389 109,307,052 [68,185.44% 719837264
Unrealiged gain on open forward
foreign currency con:racls - - 243,203 243,203 3,727,334
Receivables - - 2,777.816 2,7717.816 7,445,243

9,404,633 58,878,389 112,328,071 180,611,003 135,870,045

Financial Liabilities

Payables - - 1,505,112 1,505,112 254,472
Unrealised loss on open foiward

foreign currency contracts - 410,965 410,965 112,290

- - 1,916,077 1,916,077 366,762
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19. Financial risk management and associated risks (continued)

Interest rate risk {continued)
The table below summarises weighted average effective interest rates for financial instruments.

Weighted Weighted

average period average period

30.06.10 for which rate/ 30.06.09 for which rate/

% p.a.  yield is fixed % p.a. yield is fixed

United Kingdom government bonds 0.3840% 19.81 years 0.8256% 21.12 years
United States government bonds 0.9561% 9.31 years 2.1640% 15.56 years
Swedish government bonds - - 1.8550% 11.43 years
Iapanese governmeiit bonds 1.5130% 6.70 vears 3.1015% 8.28 years

Interest rate sensitiviry analvsis

An increase of 100 basis points (30.06.09: 100 basis points) in interest rates as at the reporting date would have
decreased the net assets atiributable to holders of redeemable participating preference shares by £6,928 968
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effectby £2,464,484 (20.06.09: £4,525,725). As all the Company's fixed rate scounitics arc index-linked bonds,
their yields, and as a consequence their prices, are determined by market perception as to the appropriate level
of yields given the economic background. Key determinants include economic growth prospects. inflation.
Governments’ fiscal positions and rates on nominal bonds of similar maturities. This sensitivity analysis
assumes only a 100 basis point increase and a 50 basis point decrease in interest rates, with all other variables
unchanged. This would be the equivalent of a 100 basis point increasce and 50 basis point decrcascs in ‘real”

interest rates and as such is likely to overstate the actual impact of such a move in nominal rates.

~ =Sl e £V ML AWV S Lemis oot o] L Lo
38 05 Ju Gasis pointd (ou.ub.uz! Ju 43i3 poinid ) Wil 0

Credit risk

Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a commitment that it
has entered into with the Company. Failure of any relevant counterparty to perform its obligations in respect
of these items may lead to a financial loss.

The Company will not invest in the securities of any company that is not quoted or does not have a listing on
a market specified in the Financial Services and Markets Act 2000 (Financial Promotions) Order 2001 and

such other financial markets as may be specifically agreed from time to time between the Board and the
Investment Manager.

All transactions in listed securities are settled/paid upon delivery using approved brokers. The risk of default
is considered minimal, as delivery of securities sold is only made once the broker has received payment.
Payment is made on a purchase once the securities have been received by the broker. T'he trade will fail it
either party fails to meet their obligation.

The Placing and Offer for Subscription document ailows investment in a wide universe of equity related
securities and bonds, including countries that may be classed as emerging or developing. In adhering 1o
investment restrictions set out within the document, the Company mitigates the risk of any significant
concentration of credit risk.
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19. Financial risk management and associated risks {continued)

Credit risk (continued)
Credit risk analysis

The Company’s maximum credit exposure i3 limited to the carrying amount of financial assets recognised at
the statement of financial position date, as summarised below:

30.06.10 30.06.09

£ £

Cash and cash equivalents 9,404,633 4,960,204
Unrealised gain in open forward foreign currency contracts 243,203 3,727,334
Receivables 2,777.816 7,445,243
Investments designated at fair value through profit or loss 168,185,441 119837264

180,611,093 135,970,045

The Moody's and/or Standard and Poor (S&P) eredit ratings of the issuers of Bonds ag w30 Juae 2010 were
as folows:
30.06.10
S&FP Moody's
UK Index-Linked Gilt | 875% 22/11/2022 AAA -
UK Index-Linked Gilt 1.25% 22/11/2055 AAA Aaa
UK Index-Linked Gilt [.25% 22/11/2017 AAA Aaa
Japan Index-Linked Bond 1.20% 10/03/2017 AA Aa2
US Treasury Inflation Indexed 1.625% Bond 15/01/2048 AAA Aaa
US Treasury Inflation Indexed 1.625% Bond 15/01/2015 AAA Aaa
US Treasury Inflation Indexed 2,375% Bond 15/01/2025 AAA Aaa

None of the Company’s financial assets are secured by collateral or other credit enhancements.

Fair value

oo

Thie Company adopted the amendment to IFRS 7, effective 1 January 2009, This requires the Company (o
classily fuir value hierurchy that reflects the significunce of the inputs used in making the measuremenis.
IFRS 7 establishes a fair value hierarchy that prioritises the inputs to valuation technigues used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets
or liabilities (L.evel 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).

TP ian riaras Taerain ~F thin Fnie srnbinn hinrnenber vmdner TR G T nea nn $all s
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Level } Quoted prices (unadjusted) in active markets for identical assets or Habilities;

Level 2 Inputs other than quoted prices included within L.evel 1 that are observable for the asset or liability
either directly (that is, as prices) or indirectly (that is, derived from prices); and

Level 3 Inputs for the asset or liability that are not based on observable market data {that is. unobservable
inputs).

The level in the fair value hierarchy within which the fair value measurement is categorized in its entirety is
determined on the basis of the lowest level input that is significant to the fair value measurement in its entirety.
For this purpose, the significance of an input is assessed against the fair value measurement in its entirety. If a
fair value measurement uses observable inpuis that require significant adjustment based on unobservable
inputs, that measurement is a Level 3 measurement. Assessing the significance of a particular input to the fair
value measurement in its entirety requires judgment, considering factors specific to the asset or liability,
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19. Financial risk management and associated risks (continued)

Fair value (continued)

The determination of what constitutes ‘cbservable’ requires significant judgment by the Company. The
Company considers observable data to be that market data that 1s readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are actively involved
in the relevant market.

The following table presents the Company’s financial assets and liabilities by level within the valuation
hierarchy as of 30 June 2010.

Level 1 Level 2 Level 3 Total
£ £ £ £

Financial assets at fair value through
profit or loss:
Government Indexed-Linked Bonds 58,878,389 — - 58,878,389
Waiiaiis 1,555,411 - - 1.5553,401
Eqguities 88.520.688 - - 38.520.688
[nvestment Funds - 19,196,953 - 19.190.953
Unrealised gain on open forward
foIcign cumency contracts - 243,203 - 242,203
Total assets 148,994,488 19,434,156 - 168,428,644

Financial iiabilites at fair value

through profit or loss:

Unrealised loss on open forward

forcign cuirency contracts - 410,965 - 410,965

Total liahilities - 410,965 - 410,965

Assets classified in Level 1 consists ol listed or quoted equities or equity related securities, options and bonds
which are issued by corporate issuers, supra-nationals or government organisaiions.

Assets classified in Level 2 are investment in funds fair-valvued using the official net asset value of each fund
as reported by each fund's independent adminisirator.

The Company held no Level 3 investments as at 30 June 2010 and 2009.
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Liguidity risk is the risk that the Company will find it difficult or impossible to realise assets or otherwise
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The Company’s liquidity risk is managed by the Investment Manager who monitors the cash positions on a
regular basis. The Company’s overall liquidity risks arc monitored on a regular basis by the Board of Directors,

As at 30 June 2010 and 2009, the Company had no significant financial liabilities other than short-term
payables arising directly from investing activity.

20. Capital risk management

The fair value of the Company’s financial assets and liabilities approximate to their carrying ameunts at the
date of the Statement of Financial Position. Fer the purposes of this disclosure, Redeemable Participating
Preference Shares are considered to be capital.

The Company’s objectives when managing capital are to safeguard the Company’s ability to continuc as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain
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Notes to the financial statements {(continued)

20. Capital risk management {continued)

an optimal capital structure to reduce the cost of capital. There are no externally-imposed capital requirements
on the Company.

The Company has the ability to borrow up to 30% of its Net Assets Value at any time for short-term or
temporary purposes as is necessary for the settlement of transactions, to facilitate redemption
(where applicable) or to meet ongoing expenses. The Company does not have any structural gearing. Cash (if
any) will be held in GB8 currency-denominated accounts. The gearing ratio below is calculated as total
liabilities divided by total equity.

30.06.10 30.06.09

£ £

Total assets 120,611,003 135,970,045
Less: total liabilites (1,916,077; (366,762}
Total equity 178,695,016 135,603,283
diearning ratio 1.97% 0.27%

The Board considers this gearing ratio to be adequate since total liabilities above refer only to other payables
and unrealised losses on open forward foreign currency contracts.

Ml 4 RALY TOrCIgn CiNTend pRsL

Redemption Facility

The Company has a Redemption Facility (which takes the form of a tender ofter to alt holders of redecemable
participating preference shares) which was made available after 8 July 2007, This facility may operate
annually, in November each year, at the discretion of the Directors. Redemgptions on any Redemption Date may
be resiricied t0 a maximum of 25% in aggregate of the Shares then in issue, with any lender requests from
shareholders in excess of this being scaled back pro raia.

The facility is intended to address any imbalance in the supply and demand for the shares and to assist in
maintaining a narrow discount to the Net Asset Value per share at which the shares may be trading, the
Company, will at the sole discretion of the Directors:

{i) purchase shares when deemed appropriate;
(i) atlow an annual redemption of up to 25% of the issued shares at the prevailing Net Asset Value per Share; and

(iii) which commenced in November 2007.

Purchase of Own Shares by the Company

An ordinary resolution was granted on 26 November 2009 which authonsed ihe Company in accordance with

The Compantes (Guernsey) Law 2008 to make purchases of its own shares as detined in that Ordinance of its

Participating Sharcs of 0.01p cacly, provided ihai:

(i) the maximum number of Shares the Company can purchase is no more than 14.99% of the Company’s
issued share capital;

(i) the minimum price (exclusive of expenses} which may be paid for a Share is 0.01p. being the nominal
value per share;

(iii) the maximum price {exclusive of expenses) which may be paid for the Share is an amount equal to the
higher of (i) 105% of the average of the middle market quetations for a Share taken from the London
Stock Exchange Daily Official List ior the 3 business days immediateiy preceding the day on which the
Shate is purchased and (ii) the price stipulated in Article 5(i) of the Buyback and Stabilisation Regulation
(No 2237 of 2003);

(iv} purchases may only be made pursuant to this authority if the Shares are (at the date of the proposed
purchase) trading on the London Stock Exchange at a discount to the lower of the undiluted or diluted
Net Asset Value,;
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20. Capital risk management (continued)

Redemption Facility (continued)
Purchase of Own Shares by the Company (continued)

(v) the authority conferred shall expire at the conclusion of the Annual General Meeting of the Company in
2010 or, if earlier, on the expiry of 15 months from the passing of this resolution, unless such authority
is renewed prior to such time; and

(vi) the Company may make a contract to purchase Shares under the authority hereby conferred prior to the
expiry of such authority which will or may be executed wholly or partly after the expiration of such
authority and may make a purchase of Shares pursuant to any such contract.

21. Subsequent events
These financial statements were approved for issuance by the Board on 23 Septemher 2010,

Subsequent 1o the year end the Board published a prospectus relating 10 proposals for a placing of up 10 £50
million of shares in the Company.

Thea niacina wac fullv cubecrihad and 26 395 744 charag wavs icguad at [R%e which ranracentad o 20 araminm
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over the prevanding NAY, This placing raised £30 million of additional capiial for the Company.

The new Redeemable Participating Preference Shares were admitted 10 the LSE on 20 September 2010 and
dealing inr these shares also commenced un the same date. These new Redecmabie Puricipating Prelerence
Shares rank pari passu with exiting shares in issue.

As at 23 Sepiember, tie dale ol Ihiy Reporl, lhe Company had 124,638,416 Redeemable Participating
Preference Shares of (.01 pence each in issue. Therefore the total voting rights in the Company are
124,638,416.

On 20 Septetmnber, the Company made an application to the UK Financial Services Authority and to the London
Stock Exchange for the blocklisting of 12,463,841 Redeemable Parlicipaling Preterence Shares of (.01 pence
each. The new Redeemable Participating Preference Shares will, when issued, rank pari passu with the existing
shares of the Company.
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Portfolio Statement as at 30 June 2010

Holding Market %o
at Value of Total
Currency 30.06.10 £ Net Assets*
Government Index-Linked Bonds 32.95%
(30.06.09 — 40.97%)
United Kingdom
UK Index-Linked Gilt 1.875% 22/11/2022 GBP 4,000,000 4,922,308 275
UK Index-Linked Gilt 1.25% 22/11/2055 GRP 5,762,000 8,355,223 4.68
UK Index-Linked Gilt 1.25% 22/11/2017 GBP 11,500,000 14,314,417 8.01
27,591,948 15.44
Japan
Japan Index-Linked Bond 1.20% 10/03/2017 PY 625,000,000 4,585,870 2.57
4,589,876 2.57
United States
I8 Treasury Inflation fndexed | 6254
Bond 15/G1/201§ USD 1G,0600,006 7,331,230 416
US 'Ireasury Inflation Indexed 1.625%
Bond 15/01/2015 UsD 11,600,000 8,860,991 4.96
1S Treasury Inflation Indexed 2.375%
Bond 15/G1/2025 Ust 12,250,000 10,504,344 5.88
26,696,565 14.94
‘Total Government Indexed-Linked Bonds 58,878,389 32.95
Gold Bullion Nil%
(300609 - 2.03%)
Options 0.89%
(30.06.09 — Nil%)
Nomura SPX 500 Put Options 1100
17/09/2010 UsD 25,317 1,595411 0.89
Total Options 1,505411 0.80
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RUFFER INVESTMENT COMPANY LIMITED
Portfolio Statement as at 30 June 2019 (continued)

Helding Market %
at Value of Total
Currency 30.06.10 £ Net Assets*
Equities 49.54%
(30.06.09 - 39.15%)
Europe
Finland
Raisio Oyj EUR 206,275 457,674 0.26
457,674 0.26
Spain
Azucarcra Ebro AGR EUR 108,700} 1,234,372 .69
1,234,372 0.69
Luxembourg
Gagfah EUR 300,000 1,449,150 0.81
1,449,150 (.51
Sweden
LM Ericsson SEK 500,000 3,744,852 214
3,744,852 2,10
United Kingdom
Better Capital Ltd GBP 1,727,800 1,866,024 1.04
Booker Group Plc GBP 5.631.000 2,308.710 1.29
BP Plc GBP 825,000 2,630,925 1.47
BT Group Plc GBP 3,559,500 4,630,910 2.59
Charles Taylor (Consulting) Plc GBP 852,936 1,859,400 1.04
Colt Telecom Group Ltd GBP 495,225 648,250 0.36
Electrocomponents Plc GBP 610,000 i,321,870 .74
Environmental Recycling Technologies Plc GBP 500,000 6,500 .00
HMY Group Plc GBP 2,000,000 1,255,000 .70
London & Stamford Property Lid GBP 290,300 338,200 (119
Mecom Group Plc GBP 361,161 603,139 .34
Sea Energy Pic GBP 350,000 59,500 103
RSA Insurance Group Plc GBP 2,500,000 2,987,500 [.67
ServicePower Technologies Ple GBP 8,860,000 398,700 0.22
System C Healthcare Plc GBP 400,000 144,000 0.08
Tesco Ple GRBP I,000,000 3,800,500 2.14
Yodatone Group Ple GBP 4,200,(KK3 5,842,200 3.27
30,701,328 17.17
Total European Equities 37,587,376 21.03
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Portfolio Statement as at 30 June 2010 {(continued)

Holding Market %
at Value of Total
Currency 30.06.10 £ Net Assets*
Australia
Lihir Gold Ltd AUD 400,000 868,798 0.54
Total Australian Equities 068,798 0.54
Canada
Barrick Gold Corp UsD 50,000 1,516,944 0.85
Total Canadian Equities 1,516,944 0.85
United Siates
Clean Diesel Technologies Inc uspD 201,221 138,532 0.08
Jahnson & Johnson LISD 30,000 1,183,878 0.66
Kraft Foods Inc USD 177,000 3,310.247 1853
Rroger Co USD 351,000 4,612,432 2.58
Pizer s Usb 368,806 3,512,733 .27
Texas Instruments Co USD 160,000 2,487,534 1.39
Total United States Equities 15,245356 3.53
Asia
Japan
Daiei Inc JIPY 792,000 2,183,550 1.22
Dai-Ichi Mutal Life insurance JPY 1,650 1,525,494 0,85
Daiwa Securities Group Inc JPY 530,000 1,505.251 0.84
Japan Real Estate Investment REIT Corp Y 224 1,219912 0.68
Japan Residential Investment Co Lid IPY 8,330,000 3,165,400 177
Kae Corp PY 200.000 3,161,873 1.77
Nippon Building Fund REIT IPY 490 2,587,131 1.45
Nippon Telegraph & Telephone Corp IPY 130,00C 3.56%,381 2.00
Nomura Holdings lnc JPY 400,000 1,471,411 0.82
Nomura Research Iastitute JPY 60,000 855,654 0.48
NTT Data IPY 2,000 4,985,275 2,79
Promise Co PY 120,000 544755 0.30
T&D Holdings Inc JPY 320,000 4,626,335 2.60
31,401,422 17.57
Tolal Astan Equities 31,401,422 17.57
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Portfolio Statement as at 30 June 2010 (continued)

Holding Market %
at Value of Total
Currency 30.06.10 £ Net Assets*
Africa
Sonth Africa
Gold Fields Ltd ZAR 120,000 1,085,867 0.62
Gold Fields ADR Rep USD 80,000 714,925 0.40
Total African Equities 1,800,762 1.02
Total Equities 88,520,688 49.54
Investment Funds 10.74%
(30,0609 — 6.22%)
United Kingdom
CF Ratter Baker Stect Gold Fund** GBP 2.381.330 6,270,472 3.51
CF Ruffer Inpansse Fund¥* GBP 4,587,150 4771997 267
Herald Worldwide Fund GBP 64,341 1093720 a8l
Ruffer Miquid Strategics Fund of Funds
2009 Limited** GBY 6,723,000 7,046,764 3.95
19,190,953 10.74
‘Total Investment Funds 19,190,953 16,74
‘Total financial assets at fair value through profit or loss 168,185,441 94.12
Other net current 10,509,575 5.88
Management share capital (2) -
Total Value of Company
(attributable to redecmable participating preference shares) 178,695,014 100.00

*

Ali percentages relate o net assets attributable to holders of redeemable participating preference shares

*=  CF Ruifer Lsaker Steei Gold Furd, CF Ruffer Japanese Fund and Rutfer Dliquid Strategics Fund of Fands 2009 Limiled are classed
as related partics as they share the same Invesunent Manager as the Company.
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IMITED

General Information

Ruffer Investment Company Limited was incorporated with limited liability in Guernsey as a company limited
by shares and as an authorised closed-ended investment company on 1 June 2004. The objective of the
Company is to achieve a positive total annual return, after all expenses, of at least twice the Bank of England
base rate by investing in internationally listed or gquoted equitics or equity related securities (including
convertibles) and bonds which are issued by corporate issuers, supra-nationals or government organisations.

The Coinpany’s shares are listed on the Loadon Stock [Zxchange.

The accounting date of the Company is 30 June in each year. These annual financial statements were
authorised for issue on 23 September 2010 by the Directors.

The prices of the shares in the Company are published in The Financial Times in the “Investment Companies”
section, and in the Daily Telegraph’s “Share Prices & Market Capitalisations™ section under “Investment
Trusts”,

it iy the intentivn of the Investment Manager Lo conduct the affairs of the Company su as (o ensure that it will
not become resident in the United Kingdom. Accordingly, and provided that the Company does not cairy on a
trade in the United Kingdom through a branch or agency situated therein. the Company will rot be subject 10
United Kingdom Corporation Tax or Income Tax,

The Investmen! Manager receives an annual fee, payahle monthly in arrears, at the rate of | per cent. per
annum of the Net Asset Vaiue of the Company on a mid market basis.

The Adminisiraior s entitled o receive an annual fee equal 4o 015 per cent. per annum on the Grst £100
million and 0.10 per cent. per annum thereafter on the Net Asset Value of the Company on a mid market basis,
subject to a minimum fee of £60,000 per annum.

The Custodian will be entitled to receive agreed safekeeping fees calculated on the basis of a percentage of the
Net Asset Value of each holding of securities (which vary dependent on the location of the market on which
those securities ate {raded) together with fixed transaction fees which similarly vary ot a market by market
basis.
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RUFFER INVESTMENT COMPANY LIMITED
Management and Administration

Directors Registered Office Auditors
John de Havilland (Chairman) Trafalgar Court, Moore Stephens,
Wayne Bulpitt Les Banques, Town Mills South,
Jeannette Etherden St. Peter Port, La Rue du Pre,
Peter Luthy Guemsey, St. Peter Port.
Christopher Spencer Channel Islands, GY1 3QL Guemsey,
Ashe Windham Chanrel Islands, GY1 3HZ

Investment Manager

Ruffer LLP,
80 Victoria Street,
London, SWIE 5JL

Company Secretary,
Admi

istrator gnd Ragistrar

Northern Trust internationat
Fund Administration Services
{Guernsey) Limited,
Trafalgar Court,

Les Bangues,

St Peler Port,

Guernsey,

Channel Islands, GY1 3QL

Custedian

RBC Dexia Investor Services
Trust,

155 Wellington St W,
Toronto, Onrario,

M3V 3L3, Canada
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Sponsor and Broker

Solicitors to the Company
as to UK law

Cenkos Securities Plc,
6.7.8 Tokenhouse Yard,
London, EC2R 7AS

CREST Ageni

Lawrence Graham LLP,
4 More London Riverside,
London, SEI 2AU

Advorates to the Comnany

av te Guernsey law

Computershare investor
Services {(Channel Islands)
Limited,

Ordnance House,

31 Pier Road,

St. Helier,

Jersey, JE4 8PW

Mourant Ozannes,

i Le Muarchant Street,

St. Peter Port,

Guernsey,

Channel Islands, GY 1 4HP
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