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OBJECTIVE, INVESTING POLICY, AND APPROACH

OBJECTIVE

Our objective is to maximise shareholder value by investing in a portfolio of

securities anywhere in the world

Eclectic seeks to invest in undervalued investments worldwide

Investing Strategy and Investment Allocation

The Company looks to identify and invest in mvestments where the
underiving value is not reflected in the market pnce This perceived
undervaluation may anse from any number of factors including
technological, market motwvaton, prospectve financal engineenmg
opportunhes, competition or shareholder apathy

The Company aims to maximse value for shareholders by holding
a relatively concentrated portfolio of secunbes and by mvesting in
instruments appropnate to respective iInvestments

Tha porticho 1s focused on absolute performance

The Company’s nvesting policy is flexible and permits the
Investment Manager to make nvestments worldwide across all
sectors and in a vanety of financial instruments Thus the Company
may invest in shares, bonds, convertibles and other types of
secunties where suitable opportursbes anse It may also mvest n
uniisted secunties where the attractiveness of the investment
justifies the nsks and lower iquidity associated with such
investments, subject to unlisted secunties not exceeding In
aggregate 30 per cent of the Company's gross assets.

The investing policy 1s not compelled to focus on any country,
sector of ndustry The Investrment Manager seeks to mantain and
erhance dversificaton withun the portfolio by investing in a range of
sectors, markets and mstruments as attractve opporturebes anse
The allocation of assets between sectors, markets and instruments
wil depend on market conditions and the judgement of the
Investment Manager and the Board of Directors as to what 1s n

the best interests of the Company and shareholders and so the
proportions of the portfolio invested in indivdual stuations, sectors
or markets will be flexible. As such, not more than 15 per cent of
the Company’s Gross Assets shafl be invested n the securthes of
any one compary or group at the trme the tnvestment 1s made

The Company may use bank debt, demative mstruments such as
contracts for difference, financia futures, opbons and warrants to
enhance its investment performance It may, from time to time,
seek actively to protect the portioic and balance sheet from major
comrectons by the use of foreign currency hedges, interest rate
hedges, stock market put options and similar nstruments
Furthermore, the Company koks to inmvest In instruments that
provde additonal protection such as convertible notes

The Comparty has the ability to use bank debt to provide long term
structura geanng which will be restncted to 100 per cent of its net
assets However the Board may adopt a lower it in Ime with the
prevailing level of market nsk and the nsk associated with each
investment on a case by case basis




CHAIRMAN’S STATEMENT

The penod ended 23 Novernber 2009 has demonstrated some
encouraging signs, with your Company’s net asset value nsig
strongly by 32 3% This reflects the good performance of our
portfolio, relative to the increase over the same penod m the
Company’s benchmark index, the 5 to 10 years Government
Secunties UK Gilts Index, of 5 9% and the increase in the FTSE
Al Share mdex of 19 2% This performance has also been reflected
in the share pnce of the Ordnary shares wiuch has increased by
100% with the discount to net asset value narrowing to 1.4% from
34 8% at the last year end

The Directors proposed an mtenm dividend of O 75p per
ordinary share for the penod 1 June 2009 to 23 November 2009
{year to 2009 0 5p) The intenm dmdend for the penod ended
23 November 2009 will be payable on 30 September 2010 to
shareholders on the register at 3 Septernber 2010 (ex-dvidend
1 September 2010)

This penod has also seen the mplementation of one of the
proposals outlined m the last annual report and approved by
shareholders at the AGM mn October 2009 The Company 15 now
an investment compary The other proposal, of being Iisted on AIM
instead of the Main Market of the London Stock Exchange, took
place on 24 Novernber 2009 As we reterated at that time, the
Board continues to believe that the sze of the Company 15 below
the optimal leved and will continue to monitor the caprtal structure
and strategy for the Company’s future

Followmng discussions with the Company's adwisers, 1t was decided
that it would be n shareholders best interests to shorten the
previous accounting reference penod from 31 May 2010 to

23 November 2009, the last day the Company was an nvestment
trust isted on the Mam Market of the London Stock Exchange,
ang prepare separate accounts for that penod

ECLECTIC INVESTMENT COMPANY PLC

The total value of nvestments n the Company has nsen by 28 8%
to £15 2m, reflecting the mcrease m asset value and the nse in
geanng to £2.¥m The gearng on net assets was 15 8%

at the penod end, a conservative level of leverage The approach
to hedging of markets and currencies has remained cautous

The number of investments in the portfolio has nsen from 38 at the
previous year end to 44 whuch lustrates the ongoing development
and diversification of the portfoioc Simiarly, the concentration n the
ten largest nvestments fell to 63 6% from 72 6% of gross assets

While we are encouraged by the recovery In vatue shown in the
Company's assets, there are stil uncertanties mn the outlook for the
economic and investment future Recovery has come to a number
of markets and we are, n the man, optimistic The Company has
a sold portfolio, albert stil relatvely focused and concentrated,
and low geanng so 1s well based to take advantage of value
opportunibes and withstand further possible downtums

Anthony Bushell
Charman [/

17 September 2010 / op’ AN




INVESTMENT MANAGER'S REPORT

Portfolio Review
The value of the investment portiolio ross by 28 8% to £15 2m,
gross assets were £19 8m, up 40 4% on the previous year end

The Trust Company remains the largest single mvestment, at

£6 3m (up 33 3% on 31 May 2009), accounting for 31 9% of gross
assets Edect holds 5 7% of the issued shares Its share pnce
has nsen by 29 1% over the pencd, and the investment value has
also benefited from the strengthering of the Australian dollar
Although the results for The Trust Company’s first half year of 2009
to 31 August reflected the challengmg operatmg conditions n the
financia markets, with no gearmyg, strong operating cash-flow and

a kqud underiying financial position the company 1s wel placed to
benefit from mproving equity markets  The new CEQ, appomnted in
2009, has undertaken a strategic revew identifyng significant
growth opportunrties and the resutts for 2010 are expected to be
at the upper end of forecasts

eBet rose to the second largest holding at £1 4m, 7 2% of gross
assets, as a resuit of the 42 0% nse i the share pnce and the
strength of the Austrakan dolar eBet 15 continuing to focus on
bulding recumng revenues and its half year report to 30 June 2009
showed growth n net profit ansing from a strategic acquistion and
cost cutting Eclechc holds 6 1% of the Ordmary shares

Resolute Mining ts the therd largest holding. Dunng the penod we
sold our hoiding 1n ordinary shares and part of our convertible
shares holding, at a net profit over book cost of £0 5m In the
second half of 2009 Resolute announced a A$44m capital raismg
to finance a debt restructure and workang capital for the
development of mining projects The convertible share pnce rose
by 54% dunng the penod under review

The only new holding n the top ten durng the penod was CQS Rig
Finance Fund, which was the fourth largest holding at £0 7m This
company is a closed end Guemsay Investment company focusing
pnmarily on debt mstruments to finance construction, modffication,
and refurbishment of ngs and other nfrastructure/equipment

used n offshore exploration and production of ail and natural gas.
At 23 Novemnber 2009, CQS Rg had a net asset value per share
of 16 94p, and the shares were trading at a discount of 38% to
net asset value Eclectic holds 6 7% of the 1ssued shares

The investments m the Indian banking sector have continued to
perform Dunng the pencd we sold the mvestment n Dhanalakshim
Bark at a profit over book cost We have also taken some profits
from our holdngs in South Indian Bank and City Umion Bank,
although these still remnam i our top ten holdings Total profit
realised from these transachions was £0 3m over book cost

North Atlantic Smaller Comparies Investment Trust continues to
trade at a sigruficant ciscount to net asset value, 44 8% to basic

4

undiiluted nat assets as at the penod end date The share pnce has
nsen by 9% i this penod.

Argus Group 1s Bermuda's largest nsurance company prowding a
range of insurance, retrement and financial seraces to businesses
and indivduals. The results for the B months to 30 September
2009 showed a return to profitabiity with earmings of B$12 2m
agamnst a cormresponding loss of B$42m, largely ansing from

the growth in iInvestment values in the global recovery and a
maintained dmdend The company remams strongly capitalised
with the underiying businesses reporting solid results, and a
reduchon mn operating costs an ongomg focus

The nvestment m F&C Asset Management subordmated bonds
has seen value growth of 28 2% over the penod and 1s yelding
10 3% at the cument pnce

The Bank of N T Buiterfield & Son has had a difficult penod
with the share pnce declining by 30 4%, reflectng the difficult
condibons in financial markets

Dumng the penod, total sales of nvestments were £3 4m at a book
profit of £1 Om and purchases of mvestments totalled £2 7m

Balance Sheet and Financial Gearing

At the penod end date the level of bank debt and overdrafts was
£2 7m, representng geanng on net assets of 15 8%, stil a modest
level of leverage

The cash and cash equivalents on the balance sheet was mainly
offset by denvative iabilhes

Hedging Strategy
The Investment Manager has continued to manage the modest
hedging programme with a view to maamising protechon

Retum

The consolidated profit for the penod on the revenue account
was £0 2m and on the capital account was £4 1m, a total retumn
of £4 3m

Outlook

Many world markets have seen some recovery In recent months,
however we reman cautious and stll consider the outiook has
uncertanties The Company contnues its low geanng strategy
to protect values and preserve capital while seelang value
opportunittes for investment The steps to develop and balance
the portfoho continue

The investments i financial market companies have performed
well over this pencd and we will continue to identify sectors and
instruments offening attractive charactenstics for investment




TEN LARGEST INVESTMENTS

ECLECTIC INVESTMENT COMPANY PLC

REPOHT AND ACCOUNTS
23 NOVEMBER 2009
(ORDINARY SHARES UNLESS OTHERWISE STATED)
At 23 November 2009
This Year to Company (Country of ksbng) Fair Value % of Gross
Period 37 May2009  pescroun £000 Assets
(1)  The Trust Company (Australia) 6,324 31.9
Tnestes and fnancal seraces:
3) GaYi’geBet - Ordinary and 10% Redeemnable Conv Notes 30/09/2010 (Austrata) 1,434 7.2
systems
2) Resolute Mining - 12% Conv Notes 31A42/2012 and
Options 31/12/2011 {Australia) 1,240 6.3
Oaveloper avd oparator of mnes
4 ) CQS RIG Finance Fund (Guemsey) 731 3.7
Irvestment Management
5 {4)  South Indian Bank (India) 666 3.4
6 {6) g:'tym Union Bank (India) 563 28
7 {5)  North Atlantic Smaller Companies Investment Trust Ordinary and
10% Conv Notes 31/05/2013 (LK) 538 2.7
nvestiment Company
{7}  Argus Group (Bermuda) 469 24
Insurance
B} F&C Asset Management 6 75% 20/1/2026 (LK) 333 1.7
trvestrnent Managerment
10 8) The Bank of N.T. Butterfield & Son Bexrnuda) 307 15
Barkang
Ten largest investments 12,605 63.6
Other investments (34) 2,605 13.1
Total investments 15,210 76.7
Current assets less current liabilities {excluding bank loans and overdrafts) 4,623 23.3
Gross Assets 19,833 100.0

Please refer to note 18 to the Finanaal Statements on pages 35 and 36 regarding signsficant mvestment exposure to mvestments n contracts

for difference
CLASSIFICATION OF ASSETS 23 November 31 May
2009 2009
£'000 % £°000 %
Equites 12,041 60.7 9,280 661
Convertible Securihes 2,255 11.4 1,924 136
Fixed Interest Secuntes 914 4.6 588 42
Current assets less current Eabiibes (excluding bank loans and overdrafts) 4,623 23.3 2,260 161
Gross Assets 19,833 100.0 14,061 1000
GEQOGRAPHICAL ANALYSIS 23 November 31 May
2009 2009
£7000 % £'000 %
Australia 9,540 48.1 7.783 554
Urited Kingdom 2,468 124 1,351 96
India 1,578 8.0 1,537 109
Bermuda 776 3.9 914 65
Europe 429 2.2 55 04
New Zealand 376 1.9 154 10
Unrted States 36 0.2 — —
Asia 7 - 7 01
Cumrent assets less current habilibes (excluding bank loans and overdrafts) 4,623 23.3 2,260 161
Gross Assets 19,833 1000 14,061 1000




DIRECTORS, INVESTMENT TEAM, ADMINISTRATOR

AND SECRETARY

DIRECTORS

Anthony Bushetl T

Chairman, aged 77, was a non-executive director of a number of
irvestment trusts, and formerly Chief investrnent Manager of the
Bank of England He was apponted to the Board on 1 April 1992
{when the Company’s name was The First Spanish Investent
Trust pk) and was appomnted as Chairman on 26 March 1995

Peter Burrows AQ

Aged 63, a senor stocikloroker with Bell Potter Securthes He was
formerly the charman/chief executive of Burrows Limited (whuch
merged with Mcintosh Banng Limited and was subsequently
acquired by Meml Lynch), charman of Garmratts LUrnited and, a
director of FTR Holdings Limited, CRI Limited and ASX (Sydney)
Limted Appomnted to the Board on 6 Apnl 1998

Brut:eHerve‘yT

Aged 68, spent over 35 years m the Australian stockbrolang
industry Ongmnally a partner in an Australian company, he has
latterly served with UBS Warburg and HSBC Secunties Lirsted
Appointed to the Board on 22 January 2002

Warren McLeland T

Aged 64, formerty a stockbroker and mwestment banker, 1s now an
adwviser in fund management and business strategy to comparues
He 1s a director of The Trust Company Lmited, Bermuda
Commercial Bank Limited and Intedlect Solutions Umited, m

which the Company has investments Appointed to the Board

on 6 Aprit 1998

All Directors are non-executive and mdependent

The Board as a whole fulfis the function of the Nominahon
Committee and the Remuneraton Commuttee

1 Audit and Management Engagement Commmittes mermber

INVESTMENT TEAM

Investment Manager

The Investment Manager, Ingot Caprtal Management Pty Limited
(FICM"), s responsible for the investment portfolio ICM s also
the nvestment manager for Utfico Limited and Uhbco Emerging
Markets Limited ICM holds an Australian Financtal Services
Licence.

Duncan Saville

Aged 53, 15 a drector of Eclectic’s Investment Manager, ICM He
1s a chartered accountant wrth expenence In corporate finance
and comporate investment  He has been a director of a number of
mvestrment trusts and uhlity companies

Sandra Pope

Aged 47, joined Edectc on 1 July 2007 and assists in the nunning
of the Company and the nvestment portfolio, m conjuncton with
the Investment Manager She 1s a member of the Institute of
Chartered Accountants in England and Wales and worked in
corporate finance at Hill Sarmuel and Close Brothers for 8 years

ADMINISTRATOR AND SECRETARY

Phoenx Administration Serwices Limited acts as Admunistrator and
Secretary to the Company.



REPORT OF THE DIRECTORS
FOR THE PERIOD ENDED 23 NOVEMBER 2009

The Directors submit therr Report together with the audted
financid statements of the Company and Group for the penod
ended 23 November 2009

Results and Dividend

The total profit for the penod was £4,251,000 of which a profit
of £189,000 1s attributable to revenue (31 May 2009 total loss of
£16,835,000, of whuch a profit of £106,000 was attributable to
revenue) An intermm dmdend of O 75p per Ordinary share was
proposed by the Directors m respect of the penod ended

23 November 2009 (31 May 2009 0 5p per Ordinary share)
The divdend will be paid on 30 September 2010 to shareholders
whose names appear on the regester at the close of busmess on
3 September 2010 (ex-dvdend 1 September 2010).

Activities and Status
The Company 1s an investment company as defined m Sechon 833
of the Companies Act 2006

As an investing company, the Directors conducted the affairs of
the Company with a view to obtaining approval under Section 842
of the Income and Corporatton Taxes Act 1988 m order to obtan
exempton from United Kingdom taxation on caprtal gans Such
approval 1s given retrospectively by HM Revenue and Customs
(HMRC) n respect of each accounting penod of the Company
and whilst HMRC approval has been given for the year ended

31 May 2009, thus does not preciude HMRC from undertakang

a subsequent enqurry nito the Company's tax retum

At the Annual General Meeting of the Company on 26 October
2009, shareholders approved the following matters

@ a change of name to Eclectic Investment Company pic,

® a move from a listng on the Main Market of the London Stock
Exchange to trading on the Altemative Investment Market (AIM)
of the London Stock Exchange,

® cancellaton of investrment trust status with effect from the
commencement of trading on AIM,

® deleton of the Cormpany’s Memorandum of Assocsation and
adoption of new Articles of Association,

® an ncrease n the aggregate remuneration payable to Directors
from £75,000 to £100,000, and

® 3 new Investing Policy for the Company

Pursuant to the above, the name of the Company was changed from
Eclectic Investrment Trust plc to Eclectic Investment Company pic on
27 October 2009 Trading in the Company's Ordnary shares on the
main market ceased on 23 November 2009, and tradng on AIM
commenced on 24 November 2009

Business Review

The posttion of the Company, analysis of the development and
performance of the Company's busness dunng the pernod and
man trends/factors likely to affect future development are
discussed in the Chaiman’s Statement on page 3 and the
Investment Manager's Report on page 4 The performance of the
Company's net asset value aganst its benchmark key performance

ECLECTIC INVESTMENT COMPANY PLC
REPORT AND ACCOUNTS
23 NOVEMEER 2009

indicator 1s discussed in the Charman’s Staternent

The pnoe of shares 15 subyect to the mterachon of supply and demand,
market and economc mifluences, net asset value per share and the
general percepbons of iInvestors The share pnce will accordingly
fluctuate and the Company cannot guarantee that t will appreciate
in value The Company's actmbes are conducted wathin operational
and regulatory emaronments and could be matenally impacted by
a falure of systems at thurd party service promders, a loss of key
member(s) of the iInvestment management team, breach of Saction
842 Income and Corporation Taxes Act 1988 {for so long as the
Company cames on business as an investment trust) or breach

of the UKLA Listing Rules.

The pancipal nsks m relation to financial nstruments and how these
are managed are discussed n the Financial instruments and captal
disclosures on pages 32 to 36

The Company has one employes, who was employed at the penod
end and 1s engaged on flexable terms for mutual conversence

Ther employment may be temmnated on 3 months' pror notice
other than in respect of a ‘for cause’ termmation  As an mvestment
company, whose sole business s to invest shareholders’ mories,
the Company has no direct impact on socal, community or
emaonmental matters

Followmyg discussions wath the Company’s adwisers, it was
decided that it would be in shareholders best interests to shorten
the previous accounting reference penod from 31 May 2010 to
23 Novermber 2009, the last day the Company was an investment
trust listed on the Man Market of the London Stock Exchange,
and prepare separate accounts for that penod

Dectors
Details of the Directors, all of whom served throughout the penod
under rewew, are set out on page 6

The Board does not accept that iength of service wil necessanly
affect the ndependence of a Diector It considers that a long
penod of tamillartty with the Company’s affairs can be an asset to
the Board's deliberatons

Dwectors’ Interests
The interests of the Directors in the secuntes of the Company are
set out below

Ordinary shares of 25p
23 Novernber 2009 31 May 2009

A F Bushell 30,000 30,000
P | Burows 1,282,525 1,282,525
B C Hervey —_— _
W J Mcleland 50,000 50,000

No changes m the above mterests occurred between

23 November 2009 and 17 September 2010 None of the
Directors has been granted or exeraised any nghts to subsenbe
for shares of the Company.




REPORT OF THE DIRECTORS conTiNnuED

No Drector was a party to, or had an interest mn, any contract or
arrangement with the Company

Investment Manager

The Investment Managert, Ingot Capital Management Pty Ltd
(FICM™). 1s engaged under the terms of an Investment Management
Agreement dated 15 September 2006, as amended by a
Supplemental Agreement dated 20 October 2006, which may be
termmated by not less than twelve months’ notice by erther party
Details of the fees payable to ICM under the terms of the
Agreements can be found m notes 4 and 6 to the Financial
Staterments on pages 24 and 25

The Board 1s of the opmion that the continued engagement of ICM
under the current terms 15 in the interests of shareholders
Substantial Shareholdings

In addihon to the Drectors’ holdings listed on page 7, the
Company had been nofified of the folowing significant holdings
of 3% or more of the Company's Ordmnary shares camryng
unresincted votmg nghts as at 23 November 2009 and

17 September 2010

% heid % held
23 Novernber 2009 17 September 2010

Natonal Life & Pensions
L) Lmited 522 525
Ingot Capital Management Pty Ltd 7.3 74
Lazard Asset Management 6.8 68
Custody Equity Management Limited 4 3 44

Share capital

At 31 May 2009 and 23 November 2009, the authonsed share
capital was £10,500,000 dvded mnto 42,000,000 Ordinary shares
of 25p each The ssued share capital of the Company at the
penod end was £4,429,875 divded mto 17,719,502 Ordnary
shares of 25p each (31 May 2009 £4,429,875 dvided nto
17,719,502 Ordinary shares of 25p each) Between 23 Novemnber
2009 and the date of this report the Company bought back and
placed in treasury 100,000 Ordinary shares Accordingly at the
date of this report the total voling nghts attaching to the shares n
Issue number 17,619,502

At the Annual General Meeting of the Company held on 26 October
2009 sharcholders approved a special resolution for the Company
to make market purchases of up to 2,656,150 Ordinary shares of
the Company Dunng the penod the Company did not buy back
any shares {year to 31 May 2009. 510,000 Ordinary shares for an
aggregrate consideraton of £204,410) as part of its stated policy
to buy back shares where available

The following sets out the respectve nghts and obligations
attachung to the Ordinary shares of the Company

a) Votng The Ordinary shares confer the nght to recesve nobce
and to attend and vote at any General Meatmg of the Company,

b) Dmdend The Ordmary shares camy the nght to dividends
declared mn accordance with the Aricles of Association of the
Company;

c) Winding up The assets of the Company may, on a winding up,
with the sanchon of a resolution of the shareholders, be vested
in trustees upon trust for members or may be dmded amongst
the members on the bas:s determmed by the quidator, subject
to relevant statutory protechons

Powers of the Board

Subyect to the prowsions of the Companes Act, the Articles of
Assoaciation of the Company and any direchans given by special
resolution, the business of the Company shall be managed by the
Directors who may exercise all the powers of the Company. No
alteration of the Articles and no such directhion shall mvalidate any
pnor act of the Directors which would have been valid if that
alteration had not been made or that drechon had not been given

The Drectors may, by power of attormey or otherwise, appoint any
person to be the agent of the Company for such purposes and on
such conditions as they determine, mcluding authonty for the agent
to delegate all or any of his powers

The Directors may, subject to the restnchons set out i the Articles,
exercise al the powers of the Company to bormrow money and to

mortgage o charge s undertakng, property and uncalled capital,
or any part thereof, and to 1s5ue debentures and cother securnties

Corporate Governance
The Company’s staternent on corporate governance which forms
part of this Report, can be found on pages 10 to 12

Creditors’ Payment Policy

It 1s the Company's poicy to cbtam the best terms for all business
including purchases of investments and to atxde by those agreed
termns  The Company had no trade creditors (creditors’ days nil) at
either 23 Novernber 2009 or 31 May 2009

Auditor

Grant Thomnton UK LLP, Statutory Auditor and Chartered
Accountants, are the independent auditor for the Company

On behalf of the Board ‘hw.m.:\'\“ .
Phoerux Admirustrabon Services Limited a‘
Secretary

17 September 2010




Statement of Directors’ responsibifities in respect of the
Annual Report and the financial statements

The Directors are responsible for prepanng the Annual Report and
the Group and parent Company financial statements in accordance
with applicable law and regulations

Company law requmes the Directors to prepare financial statements
for each financial penod Under that law the Directors have to
prepare financial staterments n accordance with Intemational
Financial Reporting Standards as adopted by the European Union
(IFRSs) The financial staternents are required by law to give a true
and fair view of the state of affarrs of the Group and parent
Company and of the profit or loss of the Group for that penod

In preparmng each of the Group and parent Company financal
statements, the Directors are required to

® select sutable accountmg poficies and then apply them
consistently,

® make udgements and estimates that are reasonable and prudent,

® state whether they have been prepared in accondance with
IFRS as adopted by the EU,

® prepare the fmancal statements on a gomg concern basis
unless 1t 1s nappropnate to presume that the Group and the
parent Company will continue in business, and

® prepare a Directors’ Report and a Directors’ Remuneration
Report which comply with the requrrements of the Companies
Act 2006

The Directors are responsible for keepry adequate accounting
records that disclose with reasonable accuracy at any tme the
financial poston of the Group and parent Company and enable
them to ensure that its financial statements comply with the
Companies Act 2006 They have general responsibility for taking
such steps as are reasonably open to them to safeguard

the assets of the Group and to prevent and detect fraud and
other rregulantes

The Directors are responsible for ensunng that the Report of the
Drrectors and other nformation included in the Annual Report 1s
prepared n accordance with company law i the United Kingdom
They are also responsible for ensunng that the Annuat Report
inchudes mformation required by the Rules of the UK Listing Authomnty

Financwal statements of the Company are published on

www eclectainvest com The Dwectors are responsible for
ensunng the mantenance and integnty of the information relatng
to the Company pubkshed on this website Legislabon in the
United Kingdom governing the preparation and dissemmnation of
financial statements may differ from legistation m other junsdictons

ECLECTIC INVESTMENT COMPANY PLC
REPORT AND ACCOUNTS
23 NOVEMBER 2009

Disclosure of information to auditor

The Directors who held office at the date of approval of the Report
of the Directors confimn that, so far as they are aware, there 15 no
relevant audt information of which the Company's audtor 1s
unaware, and each Director has taken all of the steps that he
ought to have taken as a Director to make himself aware of any
relevant audit Informathon and establish that the Company's auditor
15 aware of that mformation

Going Concemn

The Directors have carefully revewed the Company's cumrent
financial resources, the magornty of net assets being secuntes
which are reasonably readily reaisable, and the projected expenses
for the Group for the next 12 months On the basis of that review
the Directors are satisfied that the Company's resources are
adequate for continuing mn business for the foreseeable future, and

that d 1S appropnate to prepare the Group's financial statements on
a going concermn basis

Declaration
The non-executrve Directors Iisted on page 6, betng the persons
responsible, hereby confirm to the best of therr knowledge

@ that the financial staterments have been prepared mn accordance
with applicable accounting standards and gve a true and far
wiew of the assets, iabilities, inancial posmion and profit or loss
of the Group, and

* the Management Report (which compnses the Charman's
Statement and the Busmness Review) includes a far review of
the development and performance of the busmess and the
position of the Group together wath a descnphion of the
pnncipal nsks and uncerianties that the Group faces

This Report and the Group financial staterments wene approved by
the Board on 17 Septermber 2010 and signed on behalf of the
Board by the Chamrman, Mr Anthony Bushell

o\



CORPORATE GOVERNANCE STATEMENT

The Comporate Governance Statement forms part of the Report of
the Directors

The Board supports high standards of corporate governance and
the followmng is the Drrectors’ Statement of Compliance with the
Combned Code on Corporate Govemnance issued by the Financial
Reportng Council ("FRC") (“the Combined Code”)' and the
Prnciples contamed within the Code of Corporate Governance
published in March 2009 by the Association of Investrment
Companies ("AIC") (“the AIC Principles®) '

The Board has camed out a revew of the prowisions of the
Combined Code and the AIC Pnnciples and confims that it has
complied throughout the penod under review with the Combined
Code and has followed the AIC Prnnciples, subject to those
aspects explaned below where the Company has not complied or
does not feel it appropnate for a Company of this size to do so

The Board of Directors

For the penod to 23 Novemnber 2009 the Board consisted of four
members, all of whom ane non-executive and independent of the
Investment Manager Partculars of the Directors are set out on
page 6 The Board has considered the need to appomt a senior
independent Director but believes this 1s not necessary as all the
Dwrectors, mcluding the Chairman, are independent

The Drectors normally meet as a Board on a quarterly basts, the Audit
Cormimttee at least twice each year, the Management Engagerment
Comnrraties at feast once each year and the Nominaton and
Remunerahon Committees meet as and when requred

The number of meetings of the Board and Committees dunng the
penod 15 given below, together with mdivdual Director’s attendance
or particpation by telephone conference call at those meetings

Audit
Board = Committee

Number held

A F Bushed
P 1 Bumows

B C Hervey
W J MclLeland

- N =N

The Board lays down gurdefines within which the Investment
Manager implements investment policy but has a schedule of
matters reserved for the resolutton of the Directors A full report

1 The Combmed Code and the AIG Principles are respectively avalabie on the
following web-sites www irc ong uk/corporate/ukcgcode cfm
www theac co uk/filestechnicall AICCode pdi
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on the investment holdings and performance 1s recerved from the

Investmment Manager and discussed at Board meetings The

Investrment Manager also reports regularly to the Board on the

Company's financial posbon !

All Board members have access to the adwice and services of the
Company Secretary, who 1s responsible to the Board for ensunng
that the Company complies with the UK Listing Authonty Rules,
the statutory promisions of the Companies Acts and other
apphcable regulations, and with Board procedures The
appomntment and replacement of the Company Secretary ts a
matter for the Board as a whole The Directors also have the faciity
to take mdependent professional adwvice, where necessary, at the
Company's expense

Board Structure

There s a clear division of responsibiiies between the Charrman,
the Board, the Irvestment Manager and other thad-party service
providers No sihgle Director has unfettered powers of decision
The Chawman 1s responsible for leadership of the Board ensunng
its effectiveness on all aspects of its role, and ensures that the
Dwectors recenve accurate, tmely and dlear information The Board
leads on matters concermng the Company's investment obyectve,
geanng, capital structure, governance, the appoamtment of service
providers and Barson with shareholders  Representatives of the
Investment Manager and the Secretary attend or parbapate by
telephone corference call at each Board meeting The Board, the
Investment Manager and Secretary operate in a supportive and
cooperaive marnner

Board Independence

The Board 15 fuly mdependent of the Investment Manager and
recogrises that ts pnme purpose s to direct the business so as to
mavgrryse shareholder value withn a framework of proper controls.

Evaluation of the Performance of the Board

The Board conducts evaluabons of the performance of the Board,
its Commuttees, ndiwdual Dwrectors and third-party serace providers
The evaluabons are led by the Chasman, other than m respect of
the apprasal of his own performance which s led by Mr B Hervey;
using reguiar nformal evaluabons The Board 1s satisfied from the
results of these appraisals that the ndmdual Drectors, the Board
Commuttees and thurd-party service providers funchon effectively,
collectively and indindually, and that the Board contamns an
appropnate balance of skills and expenence for the effectve
management of the Company




Remuneration Committee

The Beard as a whole fulfils the function of a Remuneraton
Committee which meets penodically Notwithstanding Provision

B 2 1 of the Combined Code, the Board considers that as only
two of the Directors are based in the UK, charmanship of the
Rernuneraton Commuttee by the Chaiman of the Board s the
most appropnate arrangement for the Company Pursuant to the
Company's Articles of Association, the aggregate remuneration of
the Directors shall not exceed £100,000 per annum

Under the UK Listing Rules, where an mvestment trust company
has no executive directors, the Code’s provisions relating to
executive directors’ remuneration do not apply Details of the
Dwrectors’ fees are given In the Directors’ Remunerabon Report on
pages 13 and 14 The Company arranges appropnate Insurance
cover m respect of any legal action agamnst the Directors
Nomination Comnutiee

‘The Board as a whole fulfils the function of a Nomination
Committee which considers appontments to the Board

The Directors have between them many years' collective
expenence withn the ndustry and a broad knowledge of
individuals who would have the necessary skills to promote and
develop the Company Accordingly the Nomnaticn Committee
does not consider it necessary to engage the senaces of thrd
party search consultants unless no such suitably skilled individuals
can be wentrfied by the members of the Cormmuttee

Management Engagement Committee
Mr A Bushel (as Charman), Mr B Hervey and Mr W Mcleland
compnse the Management Engagement Committes which considers

the terms of engagement with Ingot Capital Management Pty Limited
and Phoentx Admemistration Services Limited and the fees and other

remuneration payable. (See note 6 to the Financial Statements,)

it 1s the sole responsibifity of the Investment Manager to take
dectsions on the purchase and sale of ndividual mvestments

The Company has authonsed the Investment Manager to vote on
shares held mn investes comparues at its discretion having regard to
the best nterests of the Company on ordnary business but the
Investment Manager is requrred to consult with the Chairman
before voting on special business

Financial Reporting

A list of the ten largest mvestments hetd by the Company
constituing the majonty of the Company’s mvestment i the
portfolio 1s given on page 5

Details of the Company’s mutt-currency revolving credit (*facility”)
with The Royal Bank of Scotland International {the “Bank”) are
disclosed i note 18 to the Financial Statements The covenants
relating to the facility are continuoustly montored The faclity was
renewsd by the Bank in January 2010 at a borrowng mit of £5 Om
{January 2009 £3 Om)

ECLECTIC INVESTMENT COMPANY PLC
REPORT AND ACCOUNTS
23 NOVEMEER 2009

Intermal Control

There 1s an cngoing process for dentifnng, evaluatng and
managing those nsks whech are signaficant for the Group, reflecting
the guiddance for Drectors provided by the Financial Reporting
Counail ("FRC") in ‘Internal Confrol Revised Guidance for Dwrectors
on the Combined Code’ This process has been m place for the
penod ended 23 Novermber 2009 and up to the date of approval of
the Annual Report and is regularly reviewed by the Board.

The Board has ultmate responsibility for ensurmg that the Company’s
service providers implement and operate suttable accounting and
intermnal control systems designed to prevent and detect fraud and
error, and for reviewng therr effectiveness  An independent custodian
15 appomted with responsibility for safeguarding the Group's assets
There are dearty defined responsbiliies between the Board, the
Custodian, the Investment Manager, the Secretary and Admurustrator
with detaled operating procedures m place The mternal controls
operated by the Board include the authonsation of the mvestrment
strategy and regular reviews of the iInvestment performance and
financial results  The system s designed to manage rather than
elminate the nsk of bemng unable to meet business obsectives and
can provide reasonable but not absolute assurance against matenal
musstatements or loss, as explaned by the FRC's gudance

The Board has monitored the operation and affectivenass of the
Group’s system of mtemal controls dunng the penod through its
ongoing entification, assessment and management of the Group's
key nsks, and an annual review of the Group's nsk matx 1s
undertaken by the Audit Commttee

The Audit Commuittee had wentified vanous nsks which could
matenally impact on the affairs of the Company and rts financsal
statements, and the effectrveness of the controls over these These
nsks are reviewed at least twice annually, m particular when reports
to shareholders are being considered, to ensure that potential emors
are munmised and, were the Company’s independent auditor to
wentify any significant control weakness dunng its audit work, it
would bnng such to the attenton of the Board so that appropnate
remedial action {if required) can be taken

‘The Board has contractually delegated the management of the
investment portfolio to the Investment Manager, Ingot Capital
Management Pty Limited, the day to day adminmstration and
company secretanal functions to Phoenix Administration Services
Limited, and the custodial semvices to the Northern Trust
Corporation These contracts are only entered into after full
consideration by the Board of the services undertaken.

The Investment Manager has established an intermnal control
framework to provide reasonable assurance on the effectveness of
mntemal controls operated on behalf of its clients The Investment
Manager's compfiance and nsk department assesses and reports
to the Board on the eflectiveness of the interal controls and the
business nsk exposure of the Investment Manager
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CORPORATE GOVERNANCE STATEMENT CONTINUED

The Admenustrator's internal controls provide an effective means of
control covering business, operational, compliance and financial
nsks of the Group A report on these mtemal controls s provided
to the Board at least annually

The Audit Committee undertakes an annual review of the
intemal and financial controls of the Investment Manager, the
Admimistrator and the Custodian

Audit Committee

The Group's Audit Committee compnses Mr A Bushel (as
Charrman), Mr B Hervey and Mr W McLeland. The constitution of
the Commuttee satisfies the requirement of Pnnaiple C 3 1 of the
Combwned Code Notwithstanding Principle 2 4 of the Financial
Reporting Counail’s Gudance on Audit Committees, the Board
considers that as only two of the Directors are based n the UK,
charmanship of the Audt Committee by the Charman of the
Board 1s the most appropnate arangement for the Company
All members of the Committee are independent and have
considerable knowledge of the investment ndustry The Board s
satisfied that all members of the Audit Commttee have recent
and relevant competence and expenence

The Audit Comrmittee monrtors the mntegnty of the financal
staternents of the Company, and reviews any formal
announcements relatng to the Company's financial performance
and the finanaal reporting udgements contamed therem

The Audit Committee also monitors and reviews annually the
objectty, effectiveness and qualification of the audtor, the audtor's
ndependence, the scope and fees for non-audit work and, n
particular, recuores that any non-audit work 1s undertaken by the
auditor’s staff not engaged m the prowision of audit services Based
on the monitonng and audit process, the Audit Commuttee makes
recommendations to the Board on the appontment, re-appointment
and rermuneration of the auditor The auditor currently provides tax
compliance services to the Company The Committee considers the
scope of any non-audit work proposed to be undertaken by the
auditor and the fees payable for such work, m advance of engagemernt.

The regponsibiihes of the Audit Commuttee also include the review
of nternal controls and the Company's nsk matrx, accountrg
policies, financial statements and the canying value of any
unquoted mvestments

The Audt Committee ordinarly meets twice each year with
representatives of the Investment Manager who report on the
proper conduct of the investment Manager's business and internal
controls in accordance with the regulatory environment in which
both the Group and the Investrment Manager operate Mmnutes of

the Audit Commuttee’s meetings are formally recorded and reported
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to the Board by the Chairman The Company's Auditor also !
attends Audit Commitiee meetings at least once a year and reports
on their work procedures, the quality and effectiveness of the

Company's accountmg procedures and ther findings in refaton to
the Company's statutory audt

The Audit Committea and the Board are satisfied from a review of
both the audit and non-audit work undertaken for the Company by
its Auditor dunng the penod that the auditor's mdependence was
not compromused dunng the penod nor 1s likely to be compromsed
n the foreseeable future

As the Group’s mvestment management, accounting and custodsal
activites are camed out by third-party service prowders, the Board
does not consider it necessary to have a separate internal audit
function The Audit Comruttes reviews the whistle blowing
procedures of the investment Manager

The Audit Committes sahsfies dsalf about the effactiveness of mtermal
controls by requinng senace providers to report and give assurance
on ther controls to the Audit Committee Although the Directors can
thereby prowde reasonable assurance agamst matenal messtatement !
or loss, they acknowledge that nsk cannot be efimmated altogether
Ther approach to managng mtemal control and nsk conforms to the
recommendations of the Interma Control — Remised Guidance for
Drrectors on the Combmed Code The Board confirms that in thus
manner it has reviewed the effectiveness of the Company's intemal
controls for the penod under review, takang nto account matters
ansing up to the date of the Armual Report

Shareholder Relabons

The Company, through the Investment Manager, has reguiar
contact with ts nsbhutional sharholkders and the wews of
shareholders are communicated to the Board The Board supports
the prmciple that the Annual General Meeting ("AGM") prowvides

a constructive opportunity to facitate communicabon with the
Company’s mvestors, and encourages shareholders to attend

and parbcpate in the AGM

The folowmng may be mspected at the Registered Office of the
Company dunng normal business hours

The Terms of Reference for Committees of the Board
The terms and conditions of appontment of the Directors

Social, Economic and Environmental Matters
As an investment trust, the Company has no direct enpact on
socyal, economic and ermvronments) Issues



DIRECTORS” REMUNERATION REPORT

Remuneration Commitiee

All Drectors are non-executive and the Board as a whole futfls the
function of a Remuneraton Committee The Board last reviewed
the Dwectors' fees in February 2007 The Directors’ emoluments
for the penod are shown in the table on page 14

Policy on Directors’ Fees

The Board's policy 1s that the remunerahon of non-executive
Drrectors should reflect the expenence of the Board as a whole, be
far and comparable to that of cther mvestment companies that are
similar m size, have a similar capital structure and a smiar
mvestment objective It 1s mtended that this pohicy will contmue for
the penod ending 31 May 2010

Pursuant to the Company's Aricles of Assoaaton, Directors’ fees
are frmited to a maximum aggregate of £100,000 per financal year
Drectors are not efigible for bonuses, performance remuneration,
pension entifernents, share gpbons, long-term mcentive schemes
or other benefits No Drector may vote on his own remuneration

ECLECTIC INVESTMENT COMPANY PLC
REPORT AND ACCOUNTS
23 NOVEMBER 2009

Directors’ Service Contracts

It 15 the Board's policy that nore of the Directors has a service
contract The terms of ther appointment prowvide that a Director
shall retre and be subject to decton at the first Annual General
Meeting after ther appointment, re-election at least every three
years thereafter and annually after serving on the Board for nme
years or more The termss also provide that a Director may be
removed without notice and that compensation will not be due
on leaving office

Company's performance

The graph below compares the total retum (assuming all dividends
are remvested) to Ordinary shareholders compared to the
Company'’s benchmark which 5 based on the FTSE Actuanes
Government Securiies UK Gilts 5 to 10 Years Index

Eclectic Investment Company pic total shareholder return against the FTSE Actuaries Government Securities
UK Gilts 5 to 10 years Index

GRAPH REMOVED FROM HERE
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DIRECTORS’ REMUNERATION REPORT conTtinueD

Directors’ Emoluments for the periods ended

1 June 2009 to Year to

23 November 31 May

2009 2009

£ £

A F Bushell* 12,500 25,000
P | Burrowst 6,250 12,500
B C Hervey 6,250 12.500
W J MclLeland 6,250 12,500
31,250 62,500

* Chamman of the Board and Audit Committee
1 Pad to Trabatu Pty Limited for the services of P | Bummows to act
as a Dmector of the Company

This Remuneration Report was approved by the Directors on
17 Septernber 2010 and signed on therr behalf by

n) Phoenx Admrustraton Limated
Secretary
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
ECLECTIC INVESTMENT COMPANY PLC

We have audited the financial statements of Eclectic Investment
Company pic for the penod ended 23 Novermber 2009 which
compnse the Consolidated Income Statement, the Consolidated
and Company Statements of Changes n Equity, the Consolidated
and Company Batance Sheets, the Consolidated and Company
Cash Fow Statements anxd the related notes The financial
reporting framework that has been appled m ther preparaton s
applicable law and Intematonal Financial Reportng Standards
{FRSs) as adopted by the European Urion and, as regards the
parent Compary financial statements, as applied n accordance
with the provisions of the Compames Act 2006

This report 1s made solely to the Company’s members, as a body, m
accordance with Chapter 3 of Part 16 of the Comparses Act 2006
Our audit work has been undertaken so that we mught state to the
Company's members those matters we are requred to state to them
n an auditor's report and for no other purpose  To the fullest extent
parmitted by kaw, we do not accept or assume responsibility to aryone
other than the company and the company's members as a body, for
our audit work, for this report, or for the oprsons we have formed

Respective responsibilites of directors and auditors

As explamed maore fully n the Drectors’ Responsbiibes Statement set
out on page 9, the Directors are responsible for the preparation of

the financial statements and for being satisfied that they give a true
and fairr view Qur responsibifity 1s to audit the financial statements

In accordance with applicable law and International Standards on

Auditng (UK and Ireland} Those standards require us to comply with
the Audibng Practices Board's (APB's) Ettucal Standards for Auditors

Scope of the audit of the financial statements

A descnphon of the scope of an audit of financial staternents 1s
provided on the APB's website at www frc.org.uk/apb/scope/UKNP

Opmon on financial statements

In our opinion

& the francal statements give a true and farr view of the state of the
Group's and of the parent Company's affarrs as at 23 November
2009 and of the Group's profit for the penod then ended,

® the Group financial statements have been property prepared n
accordance with IFRS as adopted by the European Union,

¢ the parent Company financial statements have been property
prepared in accordance with IFRS as adopted by the European
Unicn and as applied m accordance with the prowvisions of the
Companies Act 2006, and

® the financial statements have been prepared in accordance with
the requirements of the Comparnies Act 2006.

Opinion on other matters prescribed by the Companes Act 2006

In our opirson:

the information gven in the Directors’ Report for the financial
penod for which the financal statements are prepared 1S
consistent with the financial statements

Matters on which we are requred to report by exception
We have nothing to report m respect of the followng:

Under the Companies Act 2006 we are required ta report to you if,
1 our oPINIoN:

adequate acocounting records have not been kept by the parent
Company, or retums adequate for our audit have not been
recefived from branches not wsited by us, or

the parent Company financial statements are not in agreement
with the accounting records and retums, or

certain disclosures of Directors” remunerabon specified by law
are not made; or

we have not recaved all the nformation and explanations we
requre for our audit

C == 7T S, S
Julian Bartlett

Semor Statutory Auditor

for and on behalf of

Grant Thomnton UK LLP

Statutory Auditor,

Chartered Accountants

17 September 2010
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CONSOLIDATED INCOME STATEMENT

FOR THE PERIOD ENDED 23 NOVEMBER 2009

1 June 2009 to Year to
23 November 2009 31 May 2003
Revenue Capital Total Revenue Capital Total
Notes £'000 £000 £'000 £'000 €000 £000
tncome
Investiment income 2 468 —_— 468 760 1,172 1,932
Other income 3 7 — 7 40 —_ 40
Gamns/flosses) on mvestments designated at fair value
through profit or loss
Non current assets 11 _— 4,125 4,125 — (15.794) (15,794)
Gamns/(losses) on current assets held at far value
through profit or loss
Denvatives —_ 570 870 — {2939 (2,939)
Forward currency contracts — —_ —_ — — -
Exchange (losses)/gans on currency balances - 557 (557) - 814 814
475 4,138 4,613 800 (16.747) (15.947)
Expenses
Investment management fee 4 {3s5) —_ {35) {62) — 62)
Other expenses 5 {196) {76) (272) {415) 6) “21)
Finance costs 7 51) - 51 (341) - 341)
{282) (76) {358) (818) & {824)
Profit/(loss) before tax 193 4,062 4,255 (18) (16,753) (16,771)
Taxahon 8 4) —_ (03] 124 {188) {64)
Profit/(loss) for the period 189 4,062 4,251 106 (16,941) (16,835)
Eamings per Ordinary sharo 10 1.07p 22.92p 23.9% 058p (@369p @311)p

The Comparty does not have any income or expense that s not ncluded n profit for the penod  Accordingly, the “profit for the penod” 1S
also the “Total Comprehensive income for the penod™, as defined m LAS1 (rewised) and no separate Statement of Comprehensive Income has

been presented

The total column of this statement represents the Group's Income Statement, prepared in accordance with IFRS The revenue and caprtal
columns are supplementary to this and are prepared under the gudance published by the Association of Investment Companes All tems n

the above statement denve from continuing operations

The notes on pages 21 to 37 form part of these Financial Statements
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CONSOLIDATED AND COMPANY STATEMENTS REPOT AND ACGOUNTS T Y PLC
OF CHANGES IN EQUITY FOR THE PERIOD ENDED 23 NOVEMBER 2009 o o oon20®

Group
Year ended 31 May 2009
Ordinary Caprtal
share Share  redempton Capital Revenue
capital prernmm reserve reseve reserve Total
£000 £'000 £'000 £'000 £'000 £'000
At 31 May 2008 4,557 7,049 500 19918 {1.946) 30,078
Loss/{profit} for the penod — — - (16,941) 106 {16,835)
Share buyback 6 February 2009 2n —_ 27 {44) —_ (44)
Share buyback 18 February 2009 (o0 —_ 100 (160) _— {160)
Ordinary dmdend paid (see note 9) — —_— — _ (137) (137)
At 31 May 2009 4,430 7,049 627 2,773 (1,977) 12,902
Group
Period ended 23 November 2009
Ordinary Capital
share Share redemption Capital Revenue
capital premium resesve reserve reserve Total
£'000 £'000 £'000 €000 £000 £'000
At 31 May 2009 4,430 7,049 627 2,773 (1.977) 12,902
Profit for the penod —_ -_ —_ 4,062 189 4,251
Ordinary divdend pad (see note 9) —_ -_ —_ — (89) (89}
At 23 November 2009 4,430 7,049 627 6,835 {1.877) 17,064
Company
Year ended 31 May 2009
Ordmnary Capital
share Share  rederngbon Capital Reverwe
capital premum reserve reserve reserve Total
£'000 £7000 £'000 £000 £'000 £'000
At 31 May 2008 4557 7,049 500 17,589 311 30,006
Loss/{profit) for the penod — —_ — (16,970) 135 (16,835)
Share buyback 6 February 2000 {270 —_ 27 {44) _ {44)
Share buyback 18 February 2009 (100) — 100 (160) — (160)
Ordinary dmdend pad (see note 9) — — — —_ (139 (137)
At 31 May 2009 4,430 7,049 627 415 309 12,830
Company
Perlod ended 23 November 2009
Ordinary Capitat
share Share redemption Capital Rovenue
capital premium reserve resenve reserve Total
£°000 £'000 £'000 £'000 £000 £'000
At 31 May 2009 4,430 7,049 627 415 309 12,830
Profit for the penod - —_ - 4,052 159 4,251
Ordinary chwdend paid (see note 9) —_— _ —_— —_ (89) (89)
At 23 Novernber 2009 4,430 7,049 627 44867 419 16,992

The notes on pages 21 to 37 form part of these Financial Statements
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CONSOLIDATED BALANCE SHEET
AS AT 23 NOVEMBER 2009

23 November 31 May

2009 2009
Notes £'000 £'000
Non current assets
Investments designated at far value through profit or loss 1 15,210 11,801
Current assets
Investments designated at farr value through profit or loss 1 2 2
Denvatves held at far value through profit or loss 18 105 488
Cther recevables 12 4,635 129
Cash and cash equvalents 1,151 7.241
5,893 7.860
Total assets 21,103 19,661
Current liabilitles
Denvatives held at far vatue through profit or loss 18 (613) (5,051)
Other payables 13 (657) (549)
Bark loans and overdrafts (2,769) (1.159)
(4,039) (6,759)
Net assets 17,084 12,902

Equity attributable to equity shareholders

Ovdinary share capital 14 4,430 4,430
Share prermium 7,049 7,049
Capttal redemphion reserve 627 627
Capital reserve 15 68,835 2,773
Revenue reserve {1,817y (1.977)
Total equity 16 17,064 12902
Net assat value per Ordinary share 16 96.30p 7281p

The Financial Statements on pages 16 to 37 were approved by the Board of Daectors on 17 September 2010 and were signed on its behalf by

AT R4

Anthony Bushel
Chairman

Registered in England and Wales No 2133976

The notes on pages 21 to 37 form part of these Financial Statements
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COMPANY BALANCE SHEET R
AS AT 23 NOVEMBER 2009 23 NOVEMBER 2009

23 November 31 May

2009 2009
Notes £'000 £'000
Non current assets
Investments designated at farr value through profit or loss 1 15,212 11,803
Current assets
Demvatves held at far value through profit or loss 18 73 -
Global Equity Risk Protecton Limited ‘C’ designated at fair value through profit or loss 1 50 560
Other recenvables 12 4,635 129
Cash and cash equivalents 1,132 7113
5,890 7,802
Total assets 21,102 19,605
Current Rabillties
Denvatves held at far value through profit or loss 18 (613} (5,020
Other payables 13 (728) (596)
Bank loans and overdrafis {2,769) (1,159)
4,110) (6.775)
Net assets 16,992 12,830

Equity attributable to equity shareholders

Ordinary share capital 14 4,430 4,430
Share premium 7,049 7.049
Capital redermption reserve 627 627
Capttal reserve 15 4,467 415
Revenue reserve 419 309
Total equily 16,992 12,830

The Financial Statements on pages 16 to 37 were approved by the Board of Drectors on 17 Septernber 2010 and were signed on its behalf by

P

Anthony Bushell
Chaiman

The notes on pages 21 to 37 form part of these Financial Statements
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CONSOLIDATED AND COMPANY CASH FLOW STATEMENTS

FOR THE PERIOD ENDED 23 NOVEMBER 2009

Group Company Group Company
1June 2009to 1 June 2009t Yearto Year to
23 Novoember 23 November 31 May 31 May
2009 2009 2009 2009
Notes £000 £'000 £'000 £'000
Cash [outflow)/inflow from operating activities
Profit/loss) befora taxaton 4,255 4,255 (16771) (16,771)
{Gans)tosses on mvestments designated at far value through profit or loss (4,125) {4,125) 15794 15,794
Exchange losses/(gams) on currency balances 557 491 (814) 571)
{Increase)/decrease n other debtors {3,762} {3,594) 3,645 1,358
(Increase)/decrease N accrued mcome (53) (53) 157 157
{Decrease)/increase m creditors {4,447 {4,506) 488 2.661
Taxation {4 (4) 64 64)
Net cash (outflowymflow from operating actvities (7,579) (7,536) 2,445 2,564
Investing activities
Purchases of investments {2,618) {2,618) (5.564) (5.564)
Sales of Investments 3,143 3,143 8,640 8,640
Net cash mflow from investmg actvibes 525 525 3,076 3,076
Net cash {outflow)/inflow before financing {7,054) {7,011} 5,521 5,640
Net cash inflow/(outfiow) from financing activihes 17(a) 1,517 1,517 (5.302) {5.302)
{(Decrease)/increase in cash and cash equivalents {5,537) (5,494} 219 338
Exchange movernents (603) 537 486 243
Change in cash and cash equivalents {6,140) (6,031) 705 581
Cash and cash equalents at begmning of penod 7,241 7,113 6,536 6,532
Cash and cash equivalents at end of period 17(b) 1,101 1,082 7,241 7.113

The notes on pages 21 to 37 form part of these Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS

Accounting policies

The financial staternents of the Group and the Company
have been prepared in accordance with Internahonal
Financial Reporting Standards ("IFRS™) These compnse
standards and interpretations approved by the Intemational
Accounting Standards Board ("IASB”), together with
mterpretations of the Intemational Accounting Standards and
Standng Interpretations Committee approved by the
Intemational Accounting Standards Committee (IASC”) that
remain i effect, to the extent that IFRS have been adopted
by the European Linion

The functiona currency of all the Compares n the Group 15
pounds Stering because this 1s the cumency of the pnmary
economic environment n which the Companies operate

{a) Basis of preparation

The financial statements have been prepared on the
histoncal cost basis, except for the measurement at fair
value of certan financal nstruments. The principal
accountng polices adopted are set out below Where
presentatonal guidance set out In the Statement of
Recommended Practice ("the SORP") for mvestment trusts
1ssued by the Association of Investment Companies {"the
AICT) m January 2009 5 consistent with the requirements of
IFRS, the directors have sought to prepare the financa)
statements on a basss compliant with the recommendations
of the SORP

Followng discussions with the Company's advisers, it

was decwded that ¢t would be in shareholders best interests
to shorten the premous accounting reference penod from
31 May 2010 to 23 November 2009, the last day the
Company was an investrnent trust listed on the Main Market
of the London Stock Exchange, and prepare separate
accounts for that penod

{b) Adoption of new and revised Standards

Al the date of authonsation of these financia) statements, the
followng Standards and Interpretabions which have not been
apphed n these financial statements were m 1ssue but were
not yet effective (and in some cases had not yet been
adopted by the EL)

Intemnational Accounting Standards (IAS/IFRS)

Effective date
IAS23  Bommowing Costs 1 January 2009
(revised 2007)
IAS 24  Related Party Disclosures 1 January 2011
(revised 2009)
IAS 27  Consoldated Financal 1 Juty 2009
Statements (revised)

ECLECTIC INVESTMENT COMPANY PLC
REPORT AND ACCOUNTS
23 NOVEMBER 2009

IAS 32  Classification of nghts issues 1 February 2010

IFRS 1 Additional exemphons for 1 January 2010
first tme adopters

IFRS2  Group Cash-settied 1 January 2010
Share-based Payment Transachons

IFRS 9 Fnancial Instuments 1 January 2013

Intematonal Fnancial Reporting interpretations
Commutiee (IFRIC)
IFRIC9 Bdngushing Financial
Liabiites with Equity Instruments
IFRIC 14 Prepayments of a Mimum
Funding recurernent (amendeci)

There are also mprovements to IFRSs authonsed in 2009
and May 2010 with vanous effective dates, the earfiest being
1 July 2009 and 1 July 2010 respectively

1 July 2010

1 January 2011

The Drectors antcipate that the adoption of these
Standards and Interpretations in future penods will have no
matenal mpact on the financial statements of the Group

(c) Basts of consolidation

The Group accounts consolidate the accounts of the
Company, its wholly-owned subsidiary undertakmng,
Eclectic Stocks Limited and the *C" shares of Global Equity
Risk Protechon Lirmited

(d) Presentation of Income Statement

In order to better reflect the actmvibies of an Investment trust
company and in accordance with guidance issued by the
AIC, supplementary nformabon which analyses the Income
Statement between items of revenue and capital nature has
been presented alongsxie the Income Statement In
accordance with the Company’s status as a UK investment
company under Section 833 of the Companses Act 2006,
net capital reums may not be distnbuted by way of
dividend Addibonally, the net revenue is the measure the
directors belleve appropnate 10 assessing the Company’s
complance with certam requirements set out m Section 842
of the Income and Corporation Taxes Act 1988

(e) Income

Dmdends recenvable on equity shares are recogrused as
revenue for the penod on an ex-divdend basis Where no
ex-dvidend date 1s avalable. dmdends recervable on or
before the penod end are treated as revenue for the penod
Provision 1s made for any dvidends not expected 1o be
receved The fixed retums on debt securhes and non-equity
shares are recogrused on a time apporbonment basis so

as to reflect the effectve nterest rate on the debt secumbes
arxd shares Interest recewvable from cash and short-term
deposits 1s recognised on an accrual basis  Underwnting




NOTES TO THE FINANCIAL STATEMENTS CONTINUED

Accounting policlies continued

commssion s recognsed as eamed Special dmdends are
treated as capital or revenue according to the facts and
crcumstances on a case by case basis

() Expenses

Interest 1s calculated by using the effective interest rate method
and is charged to finance costs i the Income Statement

All other expenses and interest payable are accounted for
on an accruals basis Expenses have been treated as
revenue except as follows

- transachon costs incurred on the acquision or disposal of
nvestments are taken to the capital columnn of the Income
Staternent,

- expenses are presented m the capital column of the
Income Statement where a connection with the
mamtenance or enhancement of the value of nvestments
can be demonstrated,

- any performance fees payable are allocated wholly to the
capital column of the Income Statement

{g) Taxation

The tax charged 1s based on the taxable profit for the
penod Taxable profit differs from net profit as reported in the
Income Statement because it excludes ttems of income or
expense that are taxable or deductible in other years and it
further excludes tems that are never taxable or deductible
The Group's lability for current tax 1s calculated using tax
rates that were applicable at the balance sheet date

In fine wath the recommendations of the SORP, the allocation
method used to calculate tax relief on expenses presented
aganst the capital column in the supplementary informaton
in the Income Statement 15 the "margnal basis®™ Under this
basis, f taxable mcome 15 capable of being offset entirely

by expenses presented in the revenue column of the
Incorne Statement, then no tax refief 1s transferred to the
capital column

Current 1ax 15 the tax currently payable based on taxable
profit for the penod

Defesred income taxes are calculated using the liability
method on temporary differences Detferred tax 1s generally
provided on the difference between the camying amounts of
assets and liabiities and therr tax bases MHowever, deferred
tax 1s not provided on the intial recognmon of an asset or
habiity unless the related transachon s a business
combmaton or affects tax or accounting profit Deferred tax
on taxable temporary differences assocated with shares n
subsidianes 15 not provided i reversal of these temporary
differences can be controlled by the Group and it 15 probable

that reversal wil not occur m the foreseeable future In
addmion, tax losses avalable to be camed forward as well as
other income tax credits to the Group are assessed for
recognihon as deferred tax assets

Deferred tax habifibes are provided m full, with no
discountng Deferred tax assets are recogrised to the
extent that it is probabile that the undertying deductible
temporary differences wil be able to be offset agamst future
taxable mcome Curent and deferredt tax assets and labilibes
are calculated at tax rates that are expected to apply to thar
respective penod of reaisation, provided they are enacted or
substantively enacted at the balance sheet date

Changes n deferred tax assets or habilbes are recogrsed
as a component of tax expense in the Income Statement,
except where they relate to dems that are charged or
credited directly to equity In which case the related deferred
tax 1s also charged or credited directly to equity

(h) Investments held at fair value through profit or loss

The Company’s business 15 mvesting in financial assets with
a view to profitmg from ther total retumn in the form of
ncome and capital growth This portfoho of financial assets
1s managed and its performance evaluated on a far value
basis, m accordance with a docurmented nvestment
strategy, and mformation about the portfolo s provided
ntemally on that basis to the Company’s Board of Drectors

When a purchase or sale s made under contract, the terms
of which require delivery withuin a tmeframe of the relevant
market, the investments concemed are recognised or
derecognsed on the trade date

All nvestments are designated by the Company upon nihal
recogruhon as held at far value through profit or loss

They are mcluded mybally at far value, which s taken to be
therr cost (exduding expenses ncidental to the acquisibon
which are written off in the Income Statement and allocated
to capital at the tme of acquisthon) and are measured at
subsequent reporting dates at far value, which is etther the
bid pnce or the last traded price, depending on the cornvention
of the exchange on which the mvestment 1s quoted

Far values for unquoted investmenits, or for mvestments for
which there s only an mactive market, are established by
usmng vanous valuahon methodologies m accordance with
Intemational Prvate Equity and Venture Capital Valuation
Gudelnes These may Incude recent arm's length market
fransachons, the current far vatue of another mstrument winch
1s substanhally the sarne, discounted cash flow analysis and
opbon pncng models Where there 15 a valuation techmque



commonly used by market paricipants (o pnoe the mstrument
and that technique has been demonstrated to provide refiable
estmates of pnces obtamned m actual market transacbons,
that techrique is utfised

Investments held by Eclectic Stocks Limited are classified as
“held for trading® and are valued at farr value m accordance
with the poicies above for hsted and unlisted haoldings
Profits or losses on mvestments “held for trading® are taken
to revenue

Changes m fair value of all rvestments held at far value are
recogrased in the Income Statement On dispasal, gans and
losses are also recogrised m the Income Staterment

(i) Cash and cash equivalents

Cash compnses cash n hand and m banks and short-tenmn
deposits and overdrafts. Cash equivalents are short-term,
highly liquud wwvestments that are readily convertible to known
amounts of cash and are subject to an msignificant nsk of

change in value

(i) Bormowings and loans

All secured borrowings are nmally recogrised at cost, bemng
the far value of the consideration recenved, less I1ssue costs
where applicable After mstial recogruhon, afl mterest-beanng
borrowings are subsequently measured at amorhised cost

(x) Dividends payable

Final dwvidends are recogrised in the penod in which they
are approved by shareholders

() Forewgn currency transiation

Transactons mnvolving foraign currencies are converted at
the rate rufing at the date of the transaction At each
balance sheet date, monetary tems and non-monetary
assets and habilmes, which are fair valued and which are
denominated n foreign curmences, are retranslated at the
closing rates of exchange Such exchange difierences are
mchuded m the Income Statement and allocated to capital
if of a capital nature or to revenue f of a revenue nature
Exchange differences allocated to capttal are taken to
capital reserve

{m) Derivative financial instruments

The Group's activities expose it prmanly to the financial nsks
of changes in market pnces, foresgn cunency exchange rates
and mterest rates Denvative transactions whuch the Group
may enter mto compnse forward foresgn exchange contracts
(the purpose of which 1s to manage currency nsk ansing from
the Group's investing activities), contracts for difference to
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mamtam exposure to certain companies and quoted optons

on mdices appropnate to secbons of the portfolo (the !
purpose of which 15 to provde protechon agamst falls in the

capital values of the holdings). The Group does not use

denvative financial mstruments for speculative purposes

Any gams/losses from denvatve transachions are recognsed
as capital withmn the Income Statement

The use of financial denvatives 1s governed by the Group's
polcies as approved by the Board.

Denvatives are dlassified at far value through profit or loss
and further fall withn the classification of hetd for trading as
per the accountng standards.

Changes m the fair value of denvative financal instrurnents

are recognised in the Income Statermnent as they anse !
If capetal in nature, the asscaated change m value 1S
presented as a capital tem in the Income Statement

{n) Captal Reserve

Capital resesve — other

The followang are taken 1o this reserve

— Gamns and losses on the disposal of mvestments,
- Exchange differences of a capital nature,

- Expenses, together with the related taxation effect,
allocated to this reserve m accordance with the
above pofices; and

Capital reserve — mvestment holding gans

The followsng are taken to this reserve

— Increase and decrease in the valuahion of nvestments
hekd at the penod end

{o) Segmental reporting

The Directors are of the opruon that the Group 1s engaged
in a single segment of busness being investment busmess
Consequently no business segmental analysis s provded




NOTES TO THE FINANCIAL STATEMENTS CONTINUED

2. Investment income
1June 2009 to Yearto
23 November 31 May
2009 2009
€000 £'000
Overseas mvestment mcome 298 1,691
UK mvestment income 17 53
Overseas fixed interest ncome 104 ~ 188
UK fixed interest income 49 —
4868 1,932
Investment income comprises
Dnadends — mcome 309 569
Special dwvidends - capital —_ 1172
Scnp dividends 6 3
Interest 153 188
468 1,932
3. Other income
1 June 2009 to  Year to
23 November 31 May
2009 2009
£'000 £000
Deposit mterest 7 99
Underwning commusston — 18
7 40
4, Investment management fees
1 June 2009 to  Year 10
23 November 31 May
2009 2009
£000 £'000
Investment management fee 35 71
Back VAT on investment management fee —_ [1+)]
Investment mcentve fee - capital (see note 6) —_ —
35 62

24

Details of the Investment management agreement are disclosed in note 6 to the Financial Statements
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5. Other expenses

1 June 2009 to  Year to
23 November 31 May
2009 2009
£'000 £'000
Administration fee 46 B5
Admiristrabon fee — Global Equity Risk Protection Limited ‘C’ 6 15
Drectors’ emoluments 31 63

Fees payable to the Company's auditor for-
—audit of the Group and Company Financial Statements 16 33
- other services relating to taxation —_ 5
Other 97 214
196 415
Capital charges 76 6

272
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Disclosure of interests

In accordance with the terms of the nvestment managerment agreement dated 15 Seplember 2006, as amended by a Supplemental
Agreement dated 20 October 2006, between the Company and Ingot Caprtal Management Pty Lid (ICM®*), ICM provdes imvestment
management senaces ta the Company for which ICM recerves an annual fee of Q 5 per cent  of gross assets less current kabifibes
{exciuding borrowangs) of the Company It 1s also entitled to a performance fee equal to 15 per cent of the amount by which the net
asset value of the Company at the end of any accounting penod, after adding back any distributions made by the Comparny durng
the relevant accounting penod, exceeds the post tax average annual yield of the FTSE Actuanes Government Secunties UK Gilts 5 to
10 Years Index plus the average UK mflabon by reference to the UK AB lems Retail Pnce Index {excuding mortgage miterest payments)

plus a two percentage pomnt hurdie

No performance fee s payable m respect of the penod ended 23 Novernber 2009 (31 May 2009 nl) The amounts charged dunng
the perod are shown in note 4 and as at 23 Novemiber 2009 £16,000 (31 May 2009 £9,000) of the mvestment management fee

was outstanding This agreement i1s terminable by etther party on twelve months' notce

In accordance with an administration agreement dated 9 January 2002 between the Company and Phoen Admunistration
Services Limited {"Phoerux”), Phoerix prowides administration and company secretanal services to the Company for which
Phoenix recerves an annual fee of £90,000, ncreased from £85,000 on 1 March 2009 {31 May 2009: £85,000) This agreement

1s terminable by etther party on sx months' notce

Finance costs

On bank loans and overdrafts

1 June 2009 to
23 November

£'000
51

Year to
31 May
2009
£'000
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NOTES TO THE FINANCIAL STATEMENTS conTinueD

Taxation
(a) Analysis of the charge for the period
1 June 2009 to Year to
23 November 31 May
2009 2009

Revenue Capital Total Reverue Caprtal Total
£'000 £'000 £000 £'000 £000  £'000

UK Corporation tax

at 28% (31 May 2009 28%) - — - — 63 63
Qverseas tax — double tax relief —_ — — — (63} {63)
Overseas tax suffered 4 — 4 1 63 64
Withholding tax reclams -_— —_ -_ — — —
Tax relef to mcome _ —_ — (125) 125 —
Total cumment tax for the penod

{see note 8 (b)) 4 - a4  (124) 188 64

{b) Factors affecting the tax charge Tor the period
The tax assessed for the penod ts lower than that resuting from applying the standard rate of corporation tax n the UK for a large
company (28%) The difference 15 explained below

1 June 2009 to Yearto
23 November 31 May

2009 2009
£000 £000
Profit/foss) before tax 4,255 (16,771)
Corporabon tax at 28% (31 May 2009 28%} 1,191  (4,696)
Effects of
— Non taxable (gams)losses on investments held at far value through profit or loss {1,156) 5017
- UK divdends which are not taxable {5) (15}
- Overseas dvidends wihuch are not taxable (84) —
- Overseas dvdends taxable on recept 1 48
— Drsallowed expenses 22 10
- Current penod excess expenses 25 —
~ Brought forward efigible unnelieved foreign tax utlised - (26)
- Utilisahon of pnor years excess expenses —_ {285)
- recoverable overseas tax 4 —_
- Revatuaton of CULS 2007 under IFRS 6 11
Tax charge for the penod 4 64
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{c) Deferred tax

Due to the Company’s status as an mvestment trust and the accumulated urrealised losses that t1s not certam will be

realised, the Company has not provided for deferred tax on any capital gams and losses ansing on the revaluation or disposal
of nvestments

There 15 an unrecognised deferred tax asset of £38,000 (31 May 2009 £13,000) which refates to unutiised expenses and eligible
unrelieved foreign tax The deferred tax asset would only be recovered if the Company were to generate sufficient taxable profits
in the future to utilise these expenses
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Dividends
1 June 2008 to Yearto
23 November 31 May

2009 2000
£000 £'000
Amounts recognised as distributions 1o equity holders in the penod
Final divdend for the year ended 31 May 2009 of 0 50p (2008 0 75p)
per Ordinary share 89 137

Set out below s the final dvdend proposed on Ordinary shares in respect of the financial penod, which 1s the basis on which
the requrements of Section B42 of the income and Corporation Taxes Act 1988 are considered
1 June 2009 to Year to
23 November 31 May

2009 2009
£'000 £'000

Froposed mtenm dividend for the penod ended 23 Novermnber 2009 of 0 75p (31 May 2009 0 50p)
per Ordinary share 133 89

Internaticnal Accounting Standard {JAS) 10 “Events after the Balance Sheet date”™ does not permt proposed dividends to be
recognised as a abifity n the balance shest. Dnadend distributions are recogrnised as a kability m the penod wiuch they are approved
by the Company’s shareholders

10. Eamings per Ordinary share
1 June 2009 to Year to
23 November 31 May
Total eamings per Ordinary share 2009 2009
Total retum £4,251,000 £{16,835,000)
Wexghted average number of Ordinary shares in issue dunng the penod 17,716,502 18,081.968
Total eamungs per Ordinary share 23.99p @3 11)p

The total samings per Ordmary share detaled above can be further analysed between revenue and capital, as set out below

1 June 2009 to Year o

23 November 31 May

Revenue eamings per Ordinary share 2009 2009

Revenue retum £189,000 £106,000

Wexghted average number of Ordnary shares in issue durmg the penod 17,719,502 18,081,868
Revenue earmings per Ordinary share 1.07p 058p

1 June 2009 to Year to

23 November 31 May

Capital eamings per Ordinary share 2009 2009

Capitad retumn £4,062,000 £(16,941,000)

Weghted average number of Ordinary shares in issue durmyg the penod 17,719,502 18,081,968
Capital earngs per Ordinary share 22.92p (93 69)p

Net profit of the Company

As permtted by Secbion 408 of the Companres Act 2006, the Company has not presented its own Incormne Statement
Net gamn after taxation of £4,251,000 has been dealt with in the accounts of the Company (vear ended 31 May 2009 net loss after
taxation of £16,835,000)
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NOTES TO THE FINANCIAL STATEMENTS conTINUED

11. Investments held at falr value through profit or loss

Group
Total
1 June 2009 to
Unlisted Listed 23 November
Investments Investments 2009
£'000 £'000 £'000
Fair vadue at penod end 1,315 13,895 15,210
Opening book cost 7,244 15,733 22,977
Openmg nvestment hokding losses {6,041} (5,135) (11,176)
Operang far value 1,203 10,598 11,801
Movements n the penod
Adustment of opening book cost to reflect de-listing* 2,054 (2,054) -—
Adjustment of opening investrment hoiding losses to reflect de-istmg™ (2,050 2,050 —_—
Purchases at cost 33 2,701 2,734
Sales - proceeds — (3.450) (3,450}
- gams on sales — 966 866
Decrease in mvestment holding losses for the penod 75 3,084 3,159
Closing far velue 1,315 13,895 15,210
Closing book cost 9,331 13,896 23,227
Closing mvestment holding losses 8.015) (1) (8,017)
1,315 13,885 15,210
Sale proceeds — 3450 3,450
Irvestrments at cost — (2.484) (2,484)
Gams on sales based on hestoncal cost — 966 866
Investment holding losses recogresed n previous penod - {150) (150)
Gans on sales based on camying
value at previous year's balance sheet date _ 816 816
Investment holding gains for the penod 75 3.2M 3,309
Net gams on mvestments 75 4,050 4,125

*Adjusted to reflect the de-listing dunng the penod of Babcock and Brown on 1 July 2009 and Allco Finance Group, Octaviar and
Record Realty on 1 September 2009

The above nvestments have bean valued m accordance with the Internaborial Private Equity and Venture Capxrtal Vialuation Guidetines

Investrment transaction costs on purchases and sales of nvestments dunng the penod 1o 23 November 2009 amounted to £5,000
and £10,000 respectvely (31 May 2009 £23,000 and £19,000 respectvely)

Sgnificant holdings

Where the Company's holdings compnse 3% or more of any class of capital of an nvestment and the holding 1s matenal in the
context of the Company’s financial statements, the relevant percentage of that class is shown withm the Investment Manager's
Report. There are no other holdings of 3% or more of any class of capital of an mvestment wiuch are matena! to the Company's
financial statements
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Comparny

In additon to the mvestments bsted above under “Group”, the Company has two subsidianes

Subsidiary Princpal Actmty Percentage of Ecuety held
Eclechc Stocks Limnted Secunty trading 100%
Global Equaty Risk Protection Limited ‘C* Investment vehicle 100%

Edlectc Stocks Lamited has a cost of £2 and a loan from the parent undertalang of £2,316,000 The loan has been fully prowded
agamst and the far value of the mvestment s £2,000 (31 May 2009 £2,000) No further provision was made in the Company's

accounts dunng the penod to 23 Novernber 2009 (31 May 2009 nif)

Global Equaty Risk Protecthion Limited ‘C* has a cost of £3,920 and a far value as at 23 Novernber 2009 of £50,000

(31 May 2009 £560,000)

12. Other rocelvables

Group Company Group Company

23 November 2009 31 May 2009

£'000 £'000 £'000 £000

Sales for future payment 307 307 — —
Prepayments and accrued mcome 205 205 80 a0
Amounts due from Ingot Capital Management Pty Lid* 3,081 3,081 — —

Cash held on margmn for contracts for difference 1,024 1,024 — —
Other debtors 18 18 39 39
4,635 4,635 129 129

* Amounts due from Ingot mclude legal expenses for libgaton relating to New Cap Remsurance Comporaton that have been pad by
the Company but will be fully reenbursed by Ingot Capital Management Pty Ltd

13. Other payables
Group Company Group Company
23 November 2009 31 May 2009
£'000 €000 £'000 £000
Purchases for future settlement 551 551 435 435
Amounts due to subsidiary undertakmg —_ 72 _ 72
Accruals and deferred imocome 106 105 114 89
657 728 549 596
14. Called up share capital
23 November 2009 31 May 2009
No. of shares No of shares
000's £'000 000's £'000
Authonsed Ordinary shares of 25 pence each 42,000 10,500 42,000 10,500
Issued and fully pad
Balance at begmning of penod 17,720 4,430 18,230 4,557
Share buyback 6 February 2009 — _— (110) 27
Share buyback 18 Febnuary 2009 —_— —_— {400) (100)
Batance at end of penod 17,720 4,430 17,720 4,430
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NOTES TO THE FINANCIAL STATEMENTS cONTINUED

15. Capital Reserve

The caprtal reserve mcludes nvestment hoiding losses of £8,017,000 (31 May 2009 losses of £11,176,000)

The Instrie of Chartered Accountants m England and Wales has issued guidance stating that profits ansing out of a change in far
value of assets, recognised m accordance with Accounting Standards, may be distributed prowided the relevant assets can be readiy
convertible mto cash In accordance with the Comparny's statiss as a UK mvestment company under Sechon 833 of the Comparves
Act 2006, the capital reserve may not be distnbuted by way of dividend, but may be utilised for the purposes of share buybacks
Securhes ksted on a recogrused stock exchange are generally regarded as beng readlly convertible nto cash I order to mamtan
nvestment trust status, the Company may only distribute by way of a dvdend accumutated revenue profits

16. Net asset value per share

The consolidated net asset value per Ordinary share and the net asset values attributable to the Ordinary shares at the penod end

calculated in accordance with the Articles of Associahon were as follows:

Net asset value per Net asset values

share attributable attnbutable

23 November 23 November 31 May

2009 2009 2009

p £'000 £'000

Ordinary shares (basic) 86.30 17,084 12,902

The movements dunng the penod of the Group's assets attributable to the Ordinary shares were as follows

Total net assets attnbutable at begnnmng of penod
Profit for the penod
Drndend pad n the penod on Ordinary shares (see note 9)

£'000

12,902

4,251
(89)

Total net assets attributable at end of penod

17,064

Basic net asset value per Ordmary share 1s based on Net Assets of £17,064,000 (31 May 2009 £12,902,000) and on 17,719,502
{31 May 2009 17.719,502) Ordinary shares, being the number of Ordinary shares in issue at the penod end
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17. Group and Company cash flow statement
{3) Analysts of cash flows for headings netted in the cash flow statement
1 June 2009 to Year to
23 November 31 May
2009 2009
£'000 £'000
Financing (Group and Company)
The Royal Bank of Scotland Internabonal mutti-cunrency loan facility 1,560 (5,289)
Exchange movement 46 328
1,806 (4,961)
Share buyback 6 Febnsary 2009 - {44)
Share buyback 18 February 2009 —_ {160)
Equity dividend paid (a89) {137)
Net cash nflow/{outflow) from financing actvibes 1,517 {5.302)
(b) Analysis of cash and cash equivalents at end of penod
At At
1 June Cash Exchange 23 November
2009 flow movernent 2009
Group £'000 £'000 £'000 £'000
Cash at bank 7.241 {5,496) (594) 1,15¢
Overdrafts — 1) ® (50)
Total 7.241 (5,537 (603) 1,101
At At
1 June Cash Exchange 23 November
2009 flow movernent 2009
Company £'000 £'000 £°000 £'000
Cash at bank 7.113 (5,453) (528) 1,132
Overdrafts — 1) ® (50)
Total 7.113 (5.494) (537) 1,082
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NOTES TO THE FINANCIAL STATEMENTS coNTinUED

18. Financial Instruments and capital disclosures

Risk management policles and procedures

The mvestment objective of the Group and Company 15 1o maxamse shareholder vatue by mvesting n a portfolio of secunbes anywhere
n the world In pursuit of this obiective, the Group and Company may be exposed to vanous forms of nsk, as described below

When judged appropnate by the Investment Manager, the Company may use the mul-oumency kean facity provided by The Royal
Bank of Scotland Intemabonal to the Stering equivalent of up to £3 0 million (31 May 2009 £3 0 milbon) at floatmg rates of nterest m
order to gear the portfolic The loan 1s secured agamst the assets of the fund  Thus facility exqures on 31 January 2010

The Board sets out its mvestment polices and its polficy on geanng {both bank bormowing and the effect of dervatives) and
diversification of mvestrnents on page 2.

The Group and Company also enter mto denvative transachons whch compnse forward foreign exchange contracts (the purpose

of which 5 to manage currency nsk ansing from the Company’s mvesting activibes), quoted ophons on indices appropnate to sechons
of the portfolio (the purpose of which s to prowide protecton against falls n the caprtal values of the holdings), and contracts for
difference to mantam exposure to certain comparses

The Compary, tself, does not undertake any tracing m finencal instnaments Through ts subsidiary, Eclectc Stocks Limded, the
Group does undertake trading m financial nstruments but such actmbes represent less than 10% of the Group's actvbes. At the
penod end Eclechc Stocks Limited held one mvestrment, in New Cap Retnsurance Corporabon

The Board and its Investment Manager consider and revew a number of nsks imherent with managng the Group and Company’s
assets which are detailed below

Foreign currency exposure as at 23 November 2009

Sterling Eurc AS NZ$ uss Other Total
£'000 £'000 £000 £000 E'000 £000 £000

Investments held at far value through profit or loss

that are monetary items 528 372 2,041 194 36 - 3,169
Current assets - Investments held at farr value

through profit or loss —_ - 2 — _ _ 2
Denvatives held at farr value through profit or losst? 15 -_ (540) - 17 -_— {508)
Other recevables 130 1 4,499 - -— 5 4,635
Cash and cash equivalents 193 —_ 452 — 22 484 1,151
Other payables 637) - {20) - - — (857)
RBS! muth-currency loan faciity (954) {468) (1,296) - n — (2,719)
Bank overdrafts —_ — (s0) - _ —_ {50)
Forergn curmency exposure on net monetary items 727 (95) 5,088 194 74 489 5,023
Investments held at far value through profit or loss

that are equibes 1,992 —_ 7,498 182 —_— 2,419 12,041
Total net foreign currency exposure 1,215 {95) 12,586 378 74 2,908 17,064
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Foreign curmency exposure as at 31 May 2009

Sterting Euro AS NZ$ uss Other Total
£'000 £°000 £000 £'000 £000 £'000 £'000

Investments held at far value through profit or loss

that are monetary tems 441 147 1,916 8 — — 2512
Cument assets - Investments held at far value

through profit or loss —_ — 2 - — — 2
Denvatives held at farr value through profit or loss™ — — (5,020) - 457 —  (4,563)
Other recervables 16 22 86 - —_ 5 129
Cash and cash equivalents 134 — 6,762 — 128 157 7.20
Other payables (461) — (16) (60) {12 —_ (549)
RBSI muiti-currency loan facility 689 (16) {1,266) - (566) — (1,159
Foreign curmency exposure on net monetary tems 879 153 2,464 52) 7 162 3.613
Investments held at far value through profit or loss

that are equities 763 — 5,867 146 — 2513 9,289
Total net foresgn cumrency exposure 1,642 153 8,331 94 7 2,675 12,902

® For a mora detailed analysis of the denvatives, see pages 35 and 36, Denvatve exposure

The vatue of the Group and Company's assets and the total retumn eamed by the Company’s sharehoiders can be significantly
aftected by foreggn exchange movements as some of the Company's assets are denommated in cumencies other than Sterfing, the
currency in which the Company's accounts are prepared The nsk s partially offset by the Company’s foreign cummency bonowings

Over the penod, Sterfing strengthened against the Group and Company's pincipa mvesting curences beng, the US Dollar by 3 04%
(31 May 2009 weakened by 18 40%), Sterfng weakened against the remanmg Group and Company's princpal rvesting currencies
being, the Euro by 2 63% (31 May 2009 weakened by 10 41%), the Australian Dollar by 10 91% (31 May 2009- weakened by 2 80%)
and the New Zeatand Dollar by 10 19% (31 May 2009 weakened by 0 23%)

A 5% nse or deciine of Sterfing aganst foreign cumency denomunated e non Sterfing) assets held at the penod end would have
increasod/decreased the net asset value by £793,000 or 4.65% of net asset value (31 May 2009 £563,000 or 4 36% of net asset
value) The impact on the profit and loss account 1s impossible to estimate, since the profit and loss 15 the net result of all the
transachons n the portfolio throughout the penod

Interest rate nsk

The Company 1s only exposed to significant mterest rate nsk through its mudti-curmency boan facility wvith The Royal Bank of Scottand
Internabional and investments m fixed mterest secunbes Bormowing levels mereased durmg the penod although the facity remamed
at £3 O milion

At the penod end the multi-currency loan facility consisted of overdraft balances m Sterfing, Eurcos, Australian Dollars and US Dollars
of £954,000, €467,000, A$1,296,000 and US$1.000 respectively to give a net Sterfing equivalent draw down of £2,719,000

(31 May 2008 £1,159,000) The floating rate of nterest at the penod end for the Sterfing loan was 2 25% (31 May 2009 rva), the
Euro loan was 3 00% (31 May 2009 2 50%), the Australian Dollar loan was 6 00% (31 May 2003 500%) and the US Dollar loan
was 2 375% (31 May 2009 1 875%)

If the above leve! of bomowing were mamntamed for a year, a 1% change n UBOR (up or down) would decrease or merease net
revenue by £27,000 or 0 15p per Ordinary share (31 May 2008 £12,000 os 0 07p pes Ordinary share}

The Company's fixed nterest portfolio at the penod end was valued at £3,169,000 (31 May 2009 £2,612,000) and ¢ had a modified
cluration (interest rate sensitrty) of approxamatety 2 5 years (31 May 2009 2 1 years) A 19% change n LIBOR (up or down} would
decrease or ncrease the portfclic values by approximately £80,000 or 0 45p per Ordinary share (31 May 2009 £67,000 or 0 38p per
Oddinary share)
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18. Fhnanciaf instruments and capital disclosures continued

Other pnce nsk
If the fair value of the Group and parent Company’s rvestments at the penod end increased/decreased by 10% then it would have
had an effect on the Group and Compary's capital retum equal to £1,154,000 or 6 51p per Ordinary share {31 May 2009 £480,000

or 2 71p per Ordinary share)

An analysss of the Group's Investment portfolio 1s shown on page 5 disclosing concentration of exposure to specific countnes. though
it 1s recognised that an mvestment’s country of dormcile or of istng does not necessarily equate to ts expostre to the economic
conditons m the country

Liquedity nsk

Liquedity nsk is generally not significant as the majorty of the Group and Company's nvestments are listed on recogrused stock
exchanges and for the most part readily reafisable secunmbes which can be easily sold to meet funding com mitments f necessary  Short-
term flexdbility 15 achveved by the use of overdrafts and the muti-curmency loan facility with The Royal Bank of Scotland Intermational

All of the Company’s finanaal abiites as at 23 November 2009 were kess than one year based on the earfiest date on winch payment
can be required
Credit nsk

Credit nsk 1s mihgated by diversifying the counterparties through whom the Investment Manager conducts investment transactons
The credit-standing of all countespartes s rewewed peradically with frruts set on amounts due from any one broker Dervatve
transactons are only camed out with investment banks with strong credit ratings

Cash 15 only held at banks and m money market funds that have been identified by the board as reputable and of high credit cuiafity
The total credit exposure of the Group at the penod end was £9,046,000 (31 May 2009 £8,448,000)

Far values of fnancial assets and financial liabifibes

The far value of the Group and Company's financial assets and financial Babiites are erther camed n the balance sheet at thetr far
value (investments and denvatives), or the balance sheet amount 1s a reasonable approximation of far vatue (due from brokers,
divdends recervable, accrued mcome, cash at bank, due to brokers and muth-currency loans)

The far value of the Group and Company's unguoted mvestments s measured by the Directors usng valuation methodologes in
accordancs with Internatonal Private Equity and Venture Capital Valuation Gudelines

Vauation of financeal mstrurments

The Group and Compary measures far values usmg the following far value herarchy that reflects the ssgnsficance of the mputs used
mn making the measurernents Categonsaton within the hierarchy has been determined on the basss of the lowest level nput that s
signfficant to the far value measurernent of the relevant asset as follows

- Level 1 - valued using quoted prices unadjusted m active markets for identical assets or Eabilibes

— Level 2 — valued by reference to valuahon techrques using observable nputs for the asset or liability other than quoted pnces
ncluded withun Level 1

- Level 3 — valued by reference to valuabon techriques using mputs that are not based on observable market data for the asset
or liabity
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The tables below set out far value measurements of financial mstruments as at the end of the reporting penod, by the level i the fair
value heerarchy nto whuch the far value measurement 1s categonsed

Financlal assets at falr value through profit or loss

as at 23 November 2009
Level1 Level 2 Leveld Total
£c00 £000 £'000 £000
Equity mvestments 11,918 - 123 12,041
Fixed mterest nvestments 1,977 — 1,192 3,169
Denvatives 32 73 —_— 105

13,027 73 1,315 15315

Fnancial liabilities at fair value through profit or loss

as at 23 November 2009
Levell Level 2 Level 3 Total
£000 £000 £'000 £000
Denvatves —_ (613) _ (613)

The valuation techrniques used by the Group and Company are explaned n the accountng pohces note on page 22
There have been no transfers dunng the penod between Levels 1 and 2, A reconciiabon of far value measurements N Level 3 s sat out balow.
Level 3 Financial assets/liabillties at falr value through profit or loss

as at 23 November 2009
Fixed Interest Derfvatives Derlvatives
Equities Securities Assets Liabilites Total
£'000 £'000 £°000 £'000 £'000
Opereng far value 141 1,066 —_ (4,183) (2,9786)
Purchases at cost a3 - - — 33
Sales proceeds — - _ 3,362 3,362
Total gans or losses ncluded n gans on rvestments/
denvatives i the Income Statement:
- on assets/latedibes sokd 1 -— - a21 an
— on assets/fiabdities held at the penod end {51) 126 - —_ 75
Closing fair vatue 123 1,192 - —_ 1,315

Denvative exposune

Denvative Instrurnents such as contracts for difference and opbons may be used for purposes of eficent portfolio management to
mantain or erthance the value of the investiment portfolio and any gainsfosses are recognised as capital withm the Income Staternent

As at 23 November 2009, the Compary held two contracts for difference held at far value in the balance sheet at £{540,000)

(31 May 2009 £(5,020,000)) The total nobonal market exposure through holding contracts for difference amounts to £1,948,000
(31 May 2009 £1,406.000) Included mn these contracts for difference are investments with market exposures of £290,000 in eBet
Limited and of £1,658,000 in The Trust Company Limited

Througn 1ts investrment in *C’ shares of Glopal Equity Risk Protecton Limited, the Company has entered into a number of Put and Call
Ophon transachons as part of s eficlent portfolio managerment to mantam or enhance the value of the mvestment portfolio and any
gans/flosses are recognised as capital within the Income Statement,
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The Company has hedged the S&P 500 Index and the FTSE 100 Index using kong Put Optons with a matunty date of the

19 December 2009 and stnke pnces between 800 and 1,060 for the S&P 500 Index arxd sinke pnces between 5,000 and 5,100
for the FTSE 100 Index. The net hedge to the S&P 500 Index and the FTSE 100 Index was on a gross exposure ameuntng to
£7.767,000 (31 May 2009 £5,376,000)

The ophon premiums paid on the puachase of these open long posbon contracts was £878,000 (31 May 2009 £1,167,000) and
ther market value as at 23 Novemnber 2009 was £32,000 31 May 2009 £487,000} The ophon premiums receved on the sale of
open short posthon contracts was £l (31 May 2009: £79,000) and ther market value as at 23 Novernber 2009 was £nil (31 May
2009 ££30,000)).

There were no open forward foreign exchange contracts as at 23 Novernber 2009 (31 May 2009 none)

Capital management policies and procedures

The Group and Company's caprtal management objectives are

~to ensure that it 1s able to contimue as a going concem, and

- to maxamse shareholder value by mvesting m a paortfolio of secunties anywhere in the workd through an appropnate balance of
equity capital and debt

The Board, with the assistance of the Investment Manager, reguiarly monitors and reviews the broad structure of the Company’s
capital on an ongoing basis Thesa reviews nclude

- the level of geanng, which takes account of the Company's posihon and the Investrnent Manager's views on the market, and
- the exdent to which revenue n excess of that which s required to be distributed should be retamed

The Company’s objectives, policies and processes for managing capital are unchanged from last year.

The Company I1s subject to extemally mposed caprtal requrements

—as a public company, the Company has a mmmmnum share capital of £50,000, and

- m order to be able to pay dividends out of profits available for distribution, the Compary has to be able to meet one of the two
capital restnchon tests mposed on mvestment comparves by company law

These requirements are unchanged since last year and the Company has compbed with them at all tmes.

The Compary has a mutb-cunrency revoiving crediit (“aciity”) with The Royd Bank of Scotiand Intemahional the “Bank™) pursuant to
which the Company s required to ensure that as at the close of business on any day, the aggregate vatue of the Portfoli s rore than
100% of the amount drawn down under the facility whasch m itself s not more than 25% of the net tangible assets of the Company
No breaches of the covenants imposed under the facility occurmed dunng the penod under review or have occumed since the end of
that penod to the date hersof

Contingent liabilities
As at 23 November 2009 there were no contingent liabibes (31 May 2009 none) As at 23 Novernber 2009 there were no financal
commitments (31 May 2009 none)

Total expense ratio
1June 2009 to  Yearto
23 November 31 May
2009 2009
Shareholders’ funds 1.56% 278%

The above total expense rato 15 based on average shareholders’ funds of £14,798,000 (31 May 2009: £17,133,000) calculated
at the end of each month dunng the penod and revenue operating expenses incurred dunng the penod of £231,000
{31 May 2009 £477,000)

-~ .
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Related party disclosure

Ingot Capital Management Pty Ltd acts as Investment Manager to the Company The amounts paxd to the Investment Manager are
disclosed in note 4 to the Financial Statements and further detals of the redatonship between the Company and the Investment
Manager are set out m note 6 to the Financial Statements Full detasts of Drectors® interests are set out in the Report of the
Dwrectors on page 7

The amounts due from the Investment Manager are disclosed in note 12 to the Fnancial Statements These amounts include lagal
expenses for ttgaton relating to New Cap Remnsurance Corporation that have been paid in ful by the Company but will be fully
resmbursed by the Investment Manager

Post balance sheet events

With effect from the close of business on 23 Novernber 2009 the Company’s Ordinary shares ceased to be traded on the Main
Market of the London Stock Exchange, and as a result the Company ceased to cualdy for relef from kablty to caprtal gams tax
on its capital profits under Section 842 Income and Conporation Taxes Act 1988 On 24 November 2009 the Crdinary shares
commenced trading on the Alternative Investment Market of the London Stock Exchange (AIM}
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FIVE YEAR FINANCIAL SUMMARY

31 May 23 November

2005° 2006 2007 2008 2009 2009

£'000 £'000 £000 £'000 £'000 £'000

Capital 5,523 5,527 11,606 11,606 11,479 11,479

Total reserves 13,573 13,611 18,569 18,472 1,423 5,585

Convertible Unsecured Loan Stock 2007 5,690 5871 — — - -

Net operalng revenue 549 512 467 719 323 244

Taxation (revenue) 75 (15) 36 18 (124) 4

Net revenue 48 31 76) (174) 106 189

Drndend 180 180 273 137 89 133
Revenue eamings per Ordinary share 04p 03p 05p (10p 06p 1.1p
Dwidend per Ordinary share 15p 1.5p 15p 0750 0.50p 0.75p

Gross interest per unit of Convertible Unsecured
Loan Stock 2007 35p 3.5p 35p - —_ —_
Drluted net asset value per Ordmary share 136 Op 137 2p n‘a n‘a n/a n/a

“The figures for 2006, 2007, 2008 and 2009 have been calculated n accordance with International Financial Reporting Standards (IFRS”)

The figures for 2005 have been restated in accordance with IFRS
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A F Bushell (Charman) Ingot Capital Management Pty Ltd
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ECLECTIC INVESTMENT COMPANY PLC
REPORT AND ACCOUNTS

Copees of the Company’s annual and ntenm reports are avalatle from the Comparny Secretary, Phoene Administration Seraces Limited
The pnce of the Company’s Ordinary shares s listed daily in the Financial Times

The Company's website at www.eclecticinvest.com is updated daily and provides information about the Company including
15 minute delayed pnces, all RNS news announcements and a share pnice graph  An on-line share dealing facility 1s available from

Hemscott Group Limited wiuch can be accessed from the Enk on the Company's website

Registered n England and Wales No 2133976
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