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RIT CAPITAL PARTNERS SECURITIES LIMITED
REPORT OF TIHE DIRECTORS

The Dnectors submit thei repott and the audned accounts of the Company tor the vear ended
31 March 2010

Business Review

The Company 1s engaged in investment dealing  The protfit for the vear was £80 7 nulhon
This was mamly due to gams on financial futures and forward cutiency contiacts

I'he principal nisks and uncertainties facing the business ate those arising fiom futne
directional movements i forward exchange 1ates and stock markets generally - The Company
intends to continue with 1ts dealing actuivitics  From the perspective of the Company. the
puncipal nisks and uncertainties are integrated with the principal 11sks of the Gioup the
principal nshs which include those of the Company are discussed on page 74 of the annual
teport and accounts of the patent company RIT Capital Partneis plc tor the year ended 31
Mairch 2010 Fuither information on the principal 11sks and uncertainties facing the Company
are discussed in note 10 of these accounts

Cnven the sttarghtforward natuie of the business the Company s ditectors aie of the opimion
that analysis using Key Performance Indicators 1s not necessary for an undetstanding of the
development performance o1 position of the business

Fimancial Results and Dividends

The income statement ot the Company 1s set out on page 5 The Duectors do not recommend
the pavment of a dividend (31 March 2009 - £Nil)

Directors
The Duecctors duting the vear weie

D W A Budge

C | Wise

D) Havsey

A W lones

C B Walls (tesigned 31 Maich 2010)

On 29" Apt] 2010 K & Thoipe was appomted as a Diecton




RIT CAPITAL PARTNERS SECURITIES LIMITED
REPORT OF THE DIRECTORS (Continued)
Statement of Directors’ Responsibilities

The Duectors are 1esponsible for prepanng the financial statements in accordance with
applicable law and 1egulations

Company law requires the Directors to prepate financial statements fo1 each financial yea
Under that law the Directors have elected to prepare financial statements in accordance with
Interational 'mancial Reporung Standaids (ITRSs) as adopted by the Ewopean Union
Under company law the Directors must not appiove the financial statements unless they aie
saustied that they give a true and fair view of the state of affairs ot the Company and of the
profit ot loss for that period In prepaning these financial statements the Ducclois are
1equired to

¢ select suitable accounting policies and then apply them consistently
» make judgments and accounting cstimates that are 1easonable and prudent.

s state whether applicable 1FRSs as adopted by the Ewopean Umion have been
ioltowed subject to any matertal the Company will continue m business

Fhe Ducctois are icsponsible 1o1 keeping adequate accounting records that are sufficient to show
and cyplam the companv's ttansactions and disclose with 1casonable accuracy at any ume the
fancial posiion of the Company and enable them to ensuic that the hinancial statements comply
with the Companies Act 2006 and as 1egards the gioup financial statements Atticle 4 of the [AS
iceulation  They aic also 1esponsible for safeguarding the assets of the companv and hence fol
taking 1easonable steps for the prevention and detection of fraud and other ntecgulanines

The Companies Act 2004 {Audit Investigations and Community Enterprise)

In accordance with the provisions ol this legisiation so far as each Dnector 1s aware theie is
no relevant audit informauon of which the Company’s auditors are unawaie and cach Drector
has taken all the steps necessary that he/she ought o have taken mn then duty as a Duector 10
make themselves awatc ol any 1clevant audit information and to establish that the Company s
auditors arc awaie of that information

Pohtical Contributions and Charitable Donations

Duwing the vear ended 31 Maich 2009 and 2010. the Company madc no chatitable donations
a1 pehical comtnibutions

Auditors and Annual General Meeting
The auditors aie deemed 10 be 1eappointed under Secuion 487(2) of the Companies Act 2006
3v Order of the Boad

)4 ! 14 /i0/(0
AW Tohts

Direcion
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF
RIT CAPITAL PARTNERS SECURITIES LIMITED

We have audited the financial statements of RIT Capital Partners Secuniuies Limited for the vear ended 31
Maich 2010 which comprise the Income Statement the Statement ol Comprehensive [ncome. the Balance
Sheet the Statement of Changes i Equity the Cash Flow Siatement and the 1elaied notes The {inancial
repotting fiamework that has been applied 1n then prepaiation 1s apphicable law and Inteinational Financial
Repoiting Standaids (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained moie fully 1n the Dnectors” Responsibilities Statement set out on page 2. the duectors ate
responsible for the prepaiation of the financial statements and for being satisfied that thev give a tiue and
fan view Our responsibility 1s to audit the financial statcments in accordance with applicable taw and
International Standaids on Audiing (UK and Ireland) Those standaids 1equire us to comply with the
Auditing Practices Boaid s Ethical Standards tor Auditors

This teport mcluding the opimions. has been prepaied lo1 and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not 1n
giving these opitons accept or assume responsibility tor any other puipose o1 to anv other person to whom
this 1eport 1s shown o1 into whose hands 11t may come save where expiessly agreed by ow puior consent 1n
wiling

Scope of the audit of the tinancial statements

An audit mvolves obtaining evidence about the amounts and disclosuies in the finanaial statements
sulficient to give reasonable asswance that the financial staltements aie hee from materal misstatement
whether caused by fraud or ennor This includes an assessment of  whether the accounung pohicies are
appropuiate to the company s ciicumstances and have been consistently apphed and adequatelv disclosed.
the teasonableness of significant accounting esimates made by the ditectors and the overall presentation of
the financial statements

Opmion on financial statements
In owr opimion the financial statements

e one atiue and fan view ol the state of the company s affaus as at 31 Maich 2010 and ol 1ts profit
and cash flows tor the vear then ended.

» have been properly prepated 1in accordance with IFRSs as adopted by the Lwopean Union and

o have been preparted n accordance  with  the 1equuements  of  the  Compames  Act
2006

Opmon on other matter preseribed by the Companies Act 2000
[n owm opmion the informaton given in the Duectors Report for the financial vear for which the financial
statements ate prepared 15 consistent with the financial statements
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Matters on which we are required to report by exception
We have nothing to 1epoit in respect of the following matters whete the Compames Act 2006 requites us 10
1eport 1o vou if 1 ow opinion

¢ adequate accounting records have not been kept o1 1etuins adequate for owr audit have not been
teceived from biranches not visited by us or

e the financial statements aie not in agieement with the accounting 1ecords and 1eturns o1
e certan disclosures of directors” rtemuneiation specified by law are not made o

s we have not 1ecerved all the information and explanations we requue for ow audit

r'
PR
Philip Tew (Senior Statutory Auditon)

tor and on behalf of PricewaterhouseCoopers LLP
Chaitered Accountants and Statutory Auditors

Hay's Gallena
| Hav s LLane
l.ondon

SU°1 2RD

14 October 2010




RIT CAPITAL PARTNERS SECURITIES LIMITED
INCOME STATEMENT

FORTHF YEAR ENDED 31 MARCH 2010

Year Ended
Notes J1-Mar-10
£ million

Revenue
Profits/ (Losses) on dealing mvestments held at {an 91 5
value

b2
=
w

Investment income

920
Admimistrative expenses 4 (09
Profit/ (Loss) hefore tax 911
Taxation 3 N (104y
Profit/ (L.oss) tor the period 807

STATEMENT OF COMPREHENSIVE INCOME

Year Ended
Notes 31-Mu-10
£ million

Profits/ (Loss) for the period S0 7

Other Compiehensive Income -

Fotal Compichensive Income for the vea 807

Year Ended
31-Mar-(9
£ mlhon

(36 1)
(0 8)

(36 9)

(369

Yemr Ended
J1-Mar -0
£ mulhon

(36 9)

(36 9)




RIT CAPITAL PARTNERS SECURITIES LIMITLED

BALANCE SHEET AT 31 MARCH 2010

Notes 31-Mar-10

£ milhon £ million

Curtent Assets.

Dealing investmenis held at fan value 7 335
Dervative financial instiuments -
Debtois 6 793
Cash at bank 29 2

Total Assets 142 0

Creditors.
Amounts talling due within one vear

Denvative Financial

Instiuments (16 4)
Cireditons and acciuals 8 (6 3)
Bank Overdialt (13

(24 0)

Net Asscels 1180

Capttal and Reserves

Called up share capital 9 90 0

Retamned catnings 280

Equity Shareholders' Funds [180

I'he accounts wete approved by the Board ot Duectors and authonised forissuc on
Thev were signed on the Board's behalf by

%% [ %/ (o

Ditecton

Ihe notes on pages 10 to 25 form part of these accounts

31-Mar-09

£ milhon £ million
112
4]
260
o g2
49 5
(12 2)
o _(12 2)
373
90 0
NEY
373




RIT CAPITAL PARTNERS SECURITIES LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2010

Year ended 31 March 2010
Balance at 31 Maich 2009
Profit for the penod

Balance catned forward

Year ended 31 Maich 2009
Balance at 31 March 2008
L.oss for the period

Balance carrned toiward

The notes on pages 10 1o 23 form pait ol these accounts

Share Capital

Retamned
Earnines

£ milhon

£ milhon

Total
£ million

900 (327) 373
- 807 807
900 280 1180
Retaimed
Shaie Capital Lainimes Total

£ mithon

00 0

800

£ milhon

(158)

(36 9)

(52 7)

£ mulhion
74 2
(669

373




RIT CAPITAL PARTNERS SECURITIES LIMITED

CASH FLOW STATLEMENT

FOR THE YEAR ENDED 31 MARCH 2010

Cash outflow trom Operating Activities:

(LossYprofit before dividend and interest income. finance costs tax
Dividend mcome
intcrest income

Ji-Mar-10
£ mmulhon

906

05

Decrease/(inciease) n debtors

Deciease in ceditors

(Increase)/decrease in dedalimg imvestments
Interest paid

Faxation paid

Net cashinflow/ (outflow) hrom Operatng Activities

911
(533
(59)
(18)
104

197

Cash mmflow from Financing Activities.
Increase m share capital

Net cash inflow from Fuaancimg Activities

31-Mar-09
£ milhon

(37 6)
07
(36 9)
290

58
(9 4)

{(113)

Inciease! (Deciease) in cash and cash equivalents i the penod
Cash and cash equivalenis at the stut of the penod

Cash and cash equivalents at the pernod end

197
82

279

Reconahation

Cash at bank
Bank loans and overdiatis

_—

—_
o]

[N}

— b3

(113)
197

Cash and cash equinvalents at the penod end

279

1he notes on pages 1310 23 form part ol these accounts




RIT CAPITAL PARTNERS SECURITIES LIMITED
NOTES TO THE ACCOUNTS
1) Accounting Pohicies

The pincipal accounting policies applied 1n the prepatation ot these financial statements are
set out below These pohcies have been consistently applied to all vears presented unless
otherwise stated

(1) Basis of Accounting

The financial statements of the Company have been prepared 1in accordance with International
Fimancial Reporting Standatds ( "IFRS ) as adopted by the European Umion and those paits
ot the Companies Act 2006 applicable to companies reporting under 1FRS

The Company has adopted the following standards and interpretations tor the first ime mn these
tinancial statements

IAS 1 (Revised) Presentation of financial stalements

IAS 23 (Revised) Boirowing costs

IFRST (Amendment) st ime adoption of [FRS

IAS 27 (Amendment) Consohidated and separate financial statements

IAS 32 (Amendment) Inanaial mstiuments presentation

IFRS 2 {Amendment) Shaic based payment

IFRS 7 (Amendment) Financial insttuments 1ecognition and measurement
IFRIC 15 Agieements for constiuction of 1eal estates

IFRIC 16 Hedges of a net investment 1n a foieign operation

As arcsult of the 1evised presentauional tequuement under 1AS 1 the Company now discloses a
statement of compiehensive income  The first ime application of all other standards did not
tesult m any changes 1o the Company s hinancial statements

At the date ot authonsauon ol these financial statements the lollowing Standards and Interpretations
weie i 1ssue but not vet etiective

IFRS 1 (Rewvised) Fnst Time adopuion ol [FRS

IAS 27 (Revised) Consolidated and separate financial statements

IAS 39 {Amendment) IN'inancial Instiuments 1ecognition and measuiement
IFRS 2 (Amendment) Shaie based pavments gioup cash settled transactions
IAS 24 (Amendment) Related paity discloswes

IFRS 9 Finanaial Instiuments - classiiication and measuement

[PRIC 17 Distnibution of non-cash assets 1o ownels

1 RIC 19 Pxtingwishing financial hiabilities with equity msttuments

[IMRIC 14 (Amendment) Prepavments of a mimmum funding requnement

10




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continucd)

The Durectois anticipate that the adoption of these Standaids and Interpretations i futwie
pertods will have no matenal impact on the financial statements of the Company

The Company 1s considered to opelate as a sigle scgment  As the Company does not have
debt o1 equity mstiuments that are traded on the public maitket and does not fitc accounts
with the Securities and Exchange Commuission. 1t does not fall within the scope of IFRS8

(n) Foreign Currencies

I'ransactions in cunencies other than sterhing are recorded at the rate of exchange prevailing
on the dates of the transactions At each balance sheet date. monetary 1tems and non-
monetaly assets and habilities that are fan valued and ate denominated n toreign currencies
are 1etianslated at the 1ates prevailing on the balance sheet date  Gains and losses arising on
tetianslation are included in net profit or loss foi the period n respect of those imvestments
which aie classified as tan value through profit o1 loss  All foreign exchange gains and losses
are 1ecogmsed m the income statement

(1) Income

Dividend mcome fiom mvestments 15 recogmsed when the shaircholders’ nghts to 1eceive
pavment has been established and this 1s noimally the ex dividend date Provision 1s made fo
any dividends not expected to be 1ecerved

Wheie the Company has elected to 1ecerve its dividends in the form of additional shares 1athe
than cash the amount of cash dividend forcgone 1s tecogmsed as meome  Any excess 1n the
value of shares 1ecerved over the amount of cash dividend foregone 15 1ecognised as a gain
the mcome statement

UK dividend mcome 1s 1ecorded at the amount 1eceivable without any attinibutable tax ciedit
Oveiscas dividend income 1s shown gioss ot withholding tax

interest income 1s acciued on a time basis by 1eteience to the pnmcipal outstanding at the
etlective imterest1ate applicable which s the 1ate that exactly discounts estumated tutuie cash
receipts thiough the expected hie of the financial asset to that asset’s net carntving amount

(rv) Taxation

The tax expense iepresents the sum of the tan cunently pavable and delenied tax - The tay
cunrently pavable 1s based on taxable profit {or the vear  Taxable profit differs hrom profit
betore tax as icpaited in the mcome statement because 1t excludes items of mcome ot expense
that as¢ tanable o1 deductible in other vears and 1t turther excludes items that ate not subject to
tan o1 are not deductible for tax puiposes  The Companv s habihtv for cunent tax s
calculated using tax 1ates that have been enacted o1 substantively enacted by the balance sheet
date




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

The cariying amount of the defenied tay asset 15 reviewed at each balance sheet date and
reduced to the extent that 11 1s no longer probable that sufficient taxable profits will be
available to allow all o1 pait of the asset to be tecoveted

Deferied tax 1s calculated at the tax rates that aie expected to apply n the period when the
habtlitv 15 settled ot the asset 1s reahised Detferted tax 1s charged or credited in the income
statement. except when it 1elates to items charged o1 credited dnectly to equity. i which case
the deferted tax 15 also dealt with in equuty

The Company has tax losses of mil as at 31 Maich 2010 (31 Mairch 2009 £15 7 mullion) No
deferred tax asset was recogmised 1n 1espect of thesc losses in the previous year as a tesult of
uncertamty as 1o the uming and magnitude of future taxable prolits arising fiom the same
trade

(v) Deahing Investments

Cuwirent asset investments includmg tutwes options and other denvative instruments. are
stated i the balance sheet at fan value The movements m fair value ol nading posittons aie
mcluded 1in the income statement Secunities sold shoit are valued at their otter prices n
accordance with tFRS

(v1) Inyestments

Investments are 1ecognised and derecognmised on the trade date wheie a puichase o1 sale 15
made under a contiact whose terms tequite dehivery withim the tumeliame established by the
market concetned and are minially measwed at lan vatlue All of the Company's investiments
are defined by II'RS as mvestments designated at tan value thiough profit and loss but aie
also descnibed in these financial statements as investments held at fan value

All mmvestments are designated upon imtial 1ccognition as held at tan value and are measuied
at subsequent icporung dates at lan value  Fan value 1s either the bid price or the last tiaded
pnice depending on the convenuon of the exchange on which the mvestment 15 quoted
Investmenis in hedge funds and long cquity funds are valued at the closing price the bid price
or the single price as appropniate 1cleased by the iclevant imvestment manager  Changes
the fan value of all investments held at fan value aic recogmised in the income statement On
disposal 1ealised gams and losses are also 1ecognised m the income statement  Tiansaction
costs mcluded bid-ofter sprcads are wcluded within gams on nvestments held at fan value
Fotergn exchange gamns and fosses ansing on mvestments held at fan value aie mcluded
within the changes m then fair values

(v1) Cash and Cash Equivalents

Cash at bank m the balance sheet comprises cash balances and deposits held at call and shon
notice with banks Bank oveidiahis that are 1epavable on demand and which form an integial
part of the Companv's cash management ae included as a component ol cash and cash

equivalenis tor the purposes of the cash Tow statement

12




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

v1i) Bank Borrowings

Interest-beating bank loans and ovetdratts are 1ecorded mmually at the proceeds 1eceived. net
of dnect issue costs I'iance charges including premiums payable on settlement o
redemption and diect 1ssue costs. are accounied for on an accruals basis in the mcome
statement using the effective interest method and are added to the carrying amount of the
instrument to the extent that they are not scttled n the peitod in which they arise

viil) Other pavables
Other payables are not interest-beaning and a1e stated at their nominal value
IX) Derivative Financial Instruments

The Company's activities expose 1t pumanly to the linancial risks of changes in equity matket
prices. forergn curtency exchange rates and mterest rates The Company uses denvauve
tfinancial mstiuments for ttading puirposes  The Company has adopted trade date accounting
Accordimgly denvative financial mstuments aie 1ecognised on the date the Company entais
mto the retevant contract and are derecognised on the date which 1t commuts to then sale

Changes m the fan value of detivative financial mstiuments are 1ecognised 1n the income
statement as they anse  Denvatives embedded in other finaneial imsttuments or non-financial
host contiacts are treated as sepaiate denvatives when thent cconomic chaiacteristics and 1ishs
are not closelv i1elated to thosc of the host contracts and the financial nstrument 1s not
classified at fair value thiough profit ot loss
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3)

4)

RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

Investment Income
Year Ended

31-Mar-10

£ milhon

Option Premium 05
Interest 1eceivable -
05

Directors’ and Auditors® Remuneration

Year Ended
3I1-Mar-09
£ milhon

Other than the Directors the Company has no employees None of the Directors 1ecerved any emoluments 1n

1espect of their seivices to the Company duning the year (2009 - £Nil)

Auditors 1temunetation is boine by the Company s ultimate parent undertahing

Admimistratine Ixpenses
Year Ended
31-Mar-10)

£ milhon

Investment management fecs 09

Year Ended
31-Muar-09
& milhion

08




tn
—
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7)

RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

Taxation

UK coiporation tax

The tax chairge for the vear dhifers fiom the standard rate of
corporation tax 1n the UK of 28% (31 Maich 2009 28%)
The difference 1s explained below

(Loss)/piotit before tax

(Loss)/profit before tax at the standard 1ate of 28%
(31 Maich 2009 28%)
Losses not utilised o1 sunendered tor no consideration

Utilisation of prias losses
Group 1ehef 1ecerved

Tax credit/change

Debtors

Sales for fulure settlement
Amounts due liom fellow subsichaiv undertahings

Amounts due from paient underiahing

Dealing Investments

Dealing
Investments

Year Ended
J1-Mar-10
£ milhion

104

{63}
(8 8}

04

Year Ended
31-Mar-10

£ mulhon
01

792
793

31-Mar-10
£ milhion

Year Ended
31-Ma1-0Y
£ milhon

Year Ended
J1-Mar-0Y

£ mithon

01
01
358

260

T ——

Jt-M.an-0Y
£ milhon

112




8)

9

10)

RIT CAPITAL PARTNERS SECURITILCS LIMITED

NOTES TO THE ACCOUNTS (Continued)

Creditors: Amounts Falling Due Within One Yem

Purchases for futuie setifement

Other ueditonrs

Amounts due to fellow subsidiary undertaking
Taxation

Called Up Share Capital

Authornsed
Oirdimary Shares ol L] each

Altoned assued and fully pad
Ordinary Shares ol £1 each

Financial Instruments

J1-Mar-10
£ million

J1-M.ai-11)
£ milhon

2500

200

31-Ma-{Y
£ milhon

L o OO
~1 I LI

31-Mar-09
£ malhon

25010

900

As an mvestment dealing company  linancial mstiuments mahke up the vast majonty ot the
Company s financial positon and geneiate 1ts performance  The Company holds invesiments
i a vanety ol financial msttuments 1 oirder 1o meet 1ts objective to 1ealise profits via is

dealing acuvities  Asset allocation 1s determined by the Ditectois The assets and hiabihues
mclude the tollowing financial instiuments

o amvestments mcluding equity and non-equity shares and fined mcome securiies The
imvestiments ate designated ai tan value through profit o1 loss ( 'VPL )

o cash hqud resources and short-tenm debtors and creditors that anse duecty fiom the
Company s dealing activities and

¢ denvauve transaclions

16




RIT CAPITAL PARTNERS SECURITIES LIMITED
NOTES TO THE ACCOUNTS (Contunued)
The nature and extent of the financial msttuments outstanding at the balance sheet daie and
the 1nish management pohicies emploved by the Company (which ate mtegiated with those of

the Group) are discussed below

(1) Categories of financial assets and financial habihities

As at 31 March 2010

Loans & FVPL (held for Non Financial Total
Financials Assets Recewvables trading) Assets £
£ mithon 1 muillion £ muthon anthon
Dealing Investments - 335 - 335
at [ai value
Denvatve financial - - - -
mstuments
Amounts due flrom - - 01 01
{ellow subsidiaty
undertahings
parent undertakimg - - 792 792
Cash at bank 292 - - 202
Total Assets 292 3353 79 3 1420
As at 31 Mairch 2009
FVPL (held tor Non Finanaal Total
Financials Assets Loans & Recervables trading) Assels L
£ million £ mifhon £ mithon  nulhion
Dealmg Investments
at lan value - 12 - 12
Denvauve fimancial
NS LMCms 4 - - 4 ]
Sales for fute
settlements 01 - - (1
Amounts due iom
tellow subsidiay
undertahings - - 01 01
parent undertaking - - 358 258
Cash at bank 82 - - 82
lotal Assets 124 112 259 493




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

Asat 31 Mach 2010

Amaortised Fan Value Other

Cost Through P& L Liabihties Total
Financial Liabihties £ mithon £ nillion £ million £ milhon
Bank overdiaf 13 - - 13
Denvative Minancial - ic4 - 16 4
Instiuments
Purchases 1ot [utme settlement - - - -
Amounts due 1o - - 37 37
Gioup undertahimgs
Other payables - - 26 26
Total Liabilities I3 63 240

16 4
As at 31 Maich 2009
Amortised Fair Value Other

Cost Through P&L Laabihties Total
Franaal Liabihities £ milhon £ milhon £ million £ milhon
Bank ovardiaft - - - -
Denvauve Fiancial - - - -
Instinments
Puichases for futwe settlement 83 - - 83
Amounts due o
Gioup undertakings - - 37 37
Other pavables 02 - - 02
Total Liabihties 83 - 37 122

The Company s pohey for determnmmg the fan value of invesiments 18 set out on page 12

In ielaton to debtois cieditors and short-term bonowings the caniving amount 1s a
1casonable approximation of {an value  No financial assets o1 habihiies weie 1eclassified
durmg 2010 o1 2009 by the Company

(n) Financaial Rish Management

lhe main 11shs antsing fiom the Company s lancial istiuments are matket nsh credn nish
and hgudity sk The denufication mingation and monitonng of these tishs 1s undettahen
by the Dueciots and s desciibed in more detal below  The objecuves policies and
processes for nanagimg nshs have not changed since the previous accounting petiod




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

a. Market Risk

The tan value or tutuie cash flows of a financial instument held by the Company may
fluctuate as a 1esult of changes in mathet prices  This maiket 11sk compuises thiee types of
risk

e Prce Risk (b below)
The risk that the fan value o tuture cash tlows of financial insttuments will fluctuate because
of changes in market prices (other than those anising from interest 1ate 11sk o1 curency 11sk)

¢ Interest Rate Risk (¢ below)
The 11sk that fan value o1 futwe cash flows of financial msttuments will tluctuate because of
changes in market interest 1ates

e Curntency Risk (d below)

The t1sk that fan value o1 tutute cash flows of financial instiuments wall fluctuate because of
changes in foreygn exchange 1ates

Management of Marker Rivk

Management of matket tisk 15 fundamental to the Company s dealing objectuve and the
dealing poitfohio 1s continually momtoted to ensuie an appiopriaic balance of nish and
reward Exposuie to any one entity is momtoted by the Duectors

Flom time to time. the Company mav seek to reduce o1 mcieasc 1ts exposwe 1o stoch market
by taking positions in index futuies and options 1elating to one o1 more stoch maikets  Thesc
mstiuments are used 1o enable incireased exposure when deemed appropnate

b Price Risk

Price nisk {other than caused by interest rate o1 cuniency 1ish) may atteet the value of the
quoted investments held by the Company

Management of Price Risk

The Dnectors continually momitor the Company s exposute to price sk and take appropnate
action 1o mitigate the rish

Laposure 1o Price Rivk
!

The Company s expostie to pricmg nish based on its denvatines exposure and shoit secunities
15 sct out below

31 March 2010 31 Mach 2009

£ mlion £ multhon
Detivatives subject to price 1ish - a7
Exposuie to price nish - £0 7




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

Pirice Risk Sensitiviry Analvsis

The sensitivity of the Company s net assets and profit loss in 1egard to changes m maiket
piices 1s tllustiated below  This 1s based on an assumed 10% 1nciease n the fan value of the
mvestments and assumes all othet vanables are held constant A 10% deciease 1s assumed to
produce an equal and opposite etfect

31 March 2010 31 March 2009
Impacton P/L & Impact on P/L &

Net Assets Net Assets
£ milhon £ milhon
Price Risk Sensitivity - 01

c. Interest Rate Rish

The Company finances its operauons mamly through 1ts share capial and retamed profits
Changes in mteiest 1ates have a direct impact on the fan value o1 future cash flows of the
Company s cash and cash equivalents and overdiait

Muanagemeni of Interest Rate Risk

The Duectors continually monitor the Company s exposuie to iterest tate fluctuations  The
possible effects on fan value and cash flows that could anse as a 1esult of changes in interest
1ates are tahen mto account when making decisions on mvestments

Iposure 1o Interest Rate Risk

The Company s exposuie of financial assets and habilities to floating interest jates (giving
cash flow mterest rate nish when 1ates are re-set) and fined nterest rates {giving fan value

mterest 1ate sk when rates are 1e-set) 18 shown below

2010 2009
Floating Frved Total  Floating Frned

Ltmiltion Lomlhon £anlhon £ milhon £ mtthion £ nmulhion

Denvative Financial Instuments - - - 4]
Cash 279 - 279 82 -

279 - 279 82 4]

Exposuics vaiv thioughout the vear as a consequence of changes in the composition of the
net assets of the Company ansimg out of dealmyg and 11sh management processes

Intciest received on cash and cash equivalenis 1s at prevailing matket 1ates




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

Interest Rate Risk Sensunany Analyvsiy

The approsimate sensitivity ot the Company s net assets and profit and loss in 1egaid to
changes 1 interest rates 1s 1llustiated below  This 1s based on an assumed 200 basis point
annualised inciease mn prevailing interest rates at the balance sheet date apphed to the floaing
rate asscts and habilittes and the following assumptions

o the fan values of assets and habilities 1s not affected by a change in interest 1ates
o all other variables are held constant

A 200 basis points deciease 18 assumed to produce an equal and opposite impact

31 March 2010 31 March 2009

Impact on P/L. Impact on P/L

& Net Assets & Net Assets

£ nmilhon £ nmulhion

Interest Rate Sensitivity 04 02

d Currency Risk

Consistent with ity deahing objective the Company mvests in {inancial mstuments and
tansactions denominated i cuniencies other than Sterthng  As such the Company s profits
and net assets could be significant!ly atfected by cuniency movements

Managememn of Cinrency Risk

[he Company enters mto forwaird curtency as a means of limiting ot mmcteasing its exposure
to patticular cuntencies

Dvposie to Currency Risk
The cunrency exposuwie of the Company s net assets at the vear end 15 set out below

Currenay Exposuie
31 March 2010 31 March 2009

£ nulhon £ milhon
Sterhing {36 9) 369
US Dollas (219 9) (470 7)
lapangse Yen (200 M 1472
Ewo (26 2) 4006
Swiss | ranc 1o 36
Singapore Dol 1280 359
Austialian Dolla - S
Chinese Renminby P71 5 -
Canadian Dolla 324 -
Other 1281 162 7
Total P18 O 373




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

Currency Risk Sensuniny Analysi

The sensiuvity of the Gioup s net assets and profit and loss m 1egard to changes mn key
curtencies 18 illusuated below  This 1s based on an assumed 10% strengthening of Sterling
relative to the toteign currencies as at 31 March. and assumes all other vanables ate held
constant A 10% weakening 1s assumed to produce an equal and opposite effect

The sensitivity analysis 1s based on the net foieign cunency assets held at the balance sheet

dates and takes account of forward exchange contracts that offset the effects of changes n
curiency exchange 1ates

31 March 2010 31 March 2009

Impact on P/L Impact on P/L
& Net Assels & Net Assets
Currencv . .
£ mulhion £ mulhion
Sterling -
US Dollai 200 2
Tapancse Yen 182 (13 4)
Emo 24 37
Swiss [ranc (10 1)
Simgapore Dollar {11 6) (33
Chinese Renminbi {15 6) -
Canadian Dollat (73) -
Austiahian Dolla - (74)
Other (11 06) (14 7)
Total (15 8) -

. Credit Risk

Counterparty ciedit nsk 1s the 11sk that a counterparty to a linancial msttument held by the
Company will lail to discharge an obhgation or commitment that it has entered into with the
Companv which could 1esult in a loss to the Company

Management of Credit Rivk
This t1sk 1s managed as tollows

e The vast majoiny ol the Company transactions me settled on a dehivers versus
payment hasis

e Using a larze numbetr of biokers

o Lignd mvestments (cash and cash cquivalents) ae divided between a number ol
difterent financial mstitutions

A credit exposute could anise nrespect of dernvative contiacts entered into by the Company
it the counterparty was unable to fulfill its contiactual obhigations

[N
[N]




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continucd)

Exposwie to Credit Risk
The maxvimum exposuie to credit rish at 31 Mairch was

31 March 2010 31 Maich 2009

£ milhon £ mlhon
Denivative financial instiuments - 260
Amounts due fiom
Parent undeitahing 792 258
Fellow subsidtary undertakings 01 01
Sales for futuie settlement - 01
Cash at bank 2972 82
Maximum exposute to credit 11sh 108 5 602

The credit tisk associated with these balances 15 not considered significant
t Liquidhty Rush

Liguduty Risk 1s the sk that the Company will have difficulty in meeting 1ts obhigatons m
respect of linancial habihties as they fall due

Management of Lugadiy Risk

The Company manages 1s hquid 1esources to ensuie sufficient cash 1s available to meet all of
1ts contractual commitments

Lyposwre to Liguidine Risk

Liquidity nisk s not viewed as sigmificant as a substantial proportion of the Company s net
assets ate n cash o are due from 1ts parent company  In additon the majoiity of the
Company s habilines are due to group companies

(m)  Collateral

Collatetal 15 posted by the Company m ielation 1o denvanve transacttons  These are
tansacted under ISDA and may require collateral 1o be posted fiom ume to ume  The
Company docs not hold collateral rom other counterpaities

Set out below s the amount ol financial assets pledeed as collateral
JE March 2010 31 March 2009

£ milhon £ mmlhon
Cash collateral - -

o
L]




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

(Ov)  Dernvative Financial Instruments
The Company holds the following detivauve instruments

e Futures and forwaid contracts relating to foreign curiency and market indices
e Options relating to foreign cunency market indices and equitics
e Swaps relating to interest 1ates (cash flow hedge)

As explamed above. the Company uses denvatives to selectively increase exposure whele
desired  The notional amount of certamn types of financial msttuments provides a basis o
companson with mstiuments recognized on the balance sheet but does not necessanly
mdicate the amount of futme cash flows mvolved o1 the cunent fair value of the denivatives

Ihe derrvative instiuments become favourable (assets) oi unfavouwable (habilities) as a result
ol fluctuations m market mterest 1ates ndices security prices o lorcign exchange 1ates
relative to then terms  The aggiregate contiactual notional amount of denvative financial
mstruments on hand the extent to which instiuments are favoutable or unfavourable and thus
the agwiegate fan values ol denvative financial assets and  habihties can  fluctuate
sigmiicantly [tom ume 1o time

Details of the Company s denvatives unsettled at 31 Match aic

As at 31 Mach 2010

Notional Amount
£ nulhion

Assets
{positive
fair value)
£ nullion

Liahilities
{negative
tane vatue)
£ milhion

Total
Fau Value
£ mulhion

Forwaird caniency conttacts 1546 6 299 (14 8) 151

Cutrency options 20 - 20

Inicrest 1ate options 09 - 09

Index futines 3995 07 (106) ()]

otal 335 (16 4) 171
Assets Liabilities

{positive {negatne lotal

As at 31 March 2009

Notional Amount
£ miulhon

fair valune)
& anlhon

tarr v alue)
1 nmllion

Fan Value
£ million

Forward cuttency contiacts 1096 0 161 {12 8) 33
Cwrrency options - oY - 69
Interest rate options - 44 - 44
Indey futwres 2390 07 - 07
Tonal 281 (i28) k33




RIT CAPITAL PARTNERS SECURITIES LIMITED

NOTES TO THE ACCOUNTS (Continued)

(v) Securities Sold Short

No secunities weie sold shoit as at 31 Maich 2010 (31 Maich 2009 ml) The losses which
may be mcutied on a shoit sale airc theoietically unlimited whereas losses tiom purchases
cannot exceed the total amount invested

(vi)  Capital Management

The Company’s primary objective 1n relation to the management of capital 1s to ensure 1ls
ability to continue as a going concein

The Company’s capital at 31 Maich comprises

31 March 2010 31 Maich 2009

£ mullion & million
Equitv share capital 90 0 90 0
Retamed camngs and other reseives 280 (527)
Total Capnal 1180 373

There have been no significant changes to the Company s capital management objectives
policies and processes in the vear. not has there been any change 1 what the Company
considers 10 be its capital

I~J
in




