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Foresight VCT plc

Foresight

Objective

To provida private investors with attractive returns from a portfalio of investments in fast-growing unquoted technology-
based companies in the United Kingdom. It is the intention to maximise tax-free income available to investors from a
combiration of dividends and interest received on investments and the distribution of capital gains arising from trade

sales or flotations.

VCT Tax Benefit for Shareholders beyond 6 April 2006

To obtain VCT tax reliefs on subscriptions up to £200,000 per annum, a VCT investor must be a ‘gualifying’ individual
over the age of 18 with UK taxable income. The tax reliefs for subscriptions from 8 April 2006 are:

Income tax relief of 30% on subscription into new shares, which is retained by shareholders if the shares are held

for more than five years.

VCT dividends (including capital distributions of reglised gains on investments) are not subject to income tax.,

Capital gains on disposal of VCT shares are tax-free, whenever the disposal occurs.

= LA L R A R T SO

Contents

Corporate Policy and Financial Highlights 01
Chairman's Staterment 0z
Investrment Summary 05
Board of Directors 1
Caorperate Governance 12
Dirsctors’ Report 14
Directors’ Remuneration Report 19
Statement of Directors’ Responsibilities 21

=

LRy

Independent Auditers’ Report

Profit and Less Account

Reconciliation of Movermnent in Shareholders' Funds
Balance Sheet

Cash Flow Statemnent

Notes to the Accounts

Shareholder Information

Notice of Annual General Meeting

22
23
24
25
26
27
38
39



Annual Report and Accounts 31 December 2008
o1

Corporate Policy and Financial Highlights

Venture Capital Trust Status

Forasight VCT has satisfied the conditions for venture capital trust status under sections 274-280A of the Income
Tax Act 2007 and the Directors intend to conduct the business of the Company so as to continue to comply with
that section.

Financial Highlights

+ Net asset value of 42.2p per Ordinary Share

= A final dividend of 1.0p per Crdinary Share will be paid on 29 May 2009

* Proceeds of £1.3 million from the sals of three investments

= Three new environmental infrastructure investments made totalling £1.55 million
« Eight follow-on investments were made during the year totalling £1.28 million

¢ New funds raised totalling £2.2 million

Performance Summary

Year ended  Year ended
31 December 31 December

2008 2007
Capital Values
Net asset value per share 42,2p 60.5p
Net assets £19,570,000 £26,638,000
Revenue and Dividend
Revenue return per share 0.4p {0.1)p
Total dividends paid 5.0p —

Performance Statistics

31 December 31 December

2008 2007
Net asset value per share as at 31 December 2008 42.2p 60.5p
Net asset value total return per ordinary share (since launch) 210.3p 220.1p
Share price 36.0p 50.0p

Share price total return per ordinary share (since launch} 193.4p 198.6p
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Chairman's Statement

Summary

* Net asset value per Ordinary Share as at
31 Decernber 2008 was 42.2p (compared to 60.5p
as at 31 December 2007},

* A final dividend of 1.0p per Ordinary Share will be
paid on 28 May 2009.

* Proceeds of £1,323,236 realised from the sale of
Telecom Plus pic (£1,182,242) as well as partial
realisations of Actimax (£133,333) and Mirada plc
{formery YooMedia plc) (£7.661).

* Three new environmental infrastructure investments
made in Closed Loop Recycling Limited (£1,000,000),
Lynwood Group Holdings Uimited (£300,000) and
Sivigen Limited (£250,000).

*  Current top-up offer, launched in October 2008,
£204,375 raised as at 31 Decamber 2008.

e Linked Offer which closed on 30 April 2008, raised
gross proceeds of £1,979,376 for Foresight VCT.

*  The Company made follow-on investments during the
year totalling £1,277,469. These were Aguasium
Technology {£530,000), Aigis Blast Protection
(£195,580), SkillsMarket {£160,488), Clavity
Commerce Solutions plc (£100,000), Cled-T
(£70,993), Alaric Systems (£132,907), Sarantel Group
plc (£50,001), and High Integrity Sclutions (£37,500).

Portfolio Review

During the year under review, stock markets experienced
adverse conditions primarily as a result of the crisis in the
banking sector and the resulting effect this had on both
businesses and consumers. These financial difficulties
combined with volatile commaodity prices resulied in a
particularly difficult trading tackground in many sectors of
the economy. While these market conditions have, as yet,
had a limited effect on the unquoted holdings within our
investments, several AIM quoted holdings have fallen
sharply as a resutt of the general market decline. Against
this background your Company’s net asset value fell to
42.2p per share from 80.5p per share twelve months
earlier, although this does not take account of the

5.0p per share of dividend paid to shareholders in

Marcn 2008.

During ihe year under review the performance of a
number of porticlio compantes continued to improve,
reflecting growing demand and strong sales pipelines,
most notably Trilogy Communications, DCG, Infrared
Integrated Systems (RISYS), Actimax and Agquasium.

Trilogy performed strongly during 2008 with 2008/09

figures showing turnover growth of 17% to £6.5m. Over
the last four years the business has grown consistently at
an average annual rate of 19%. Importantly, this growth
drove the business into operational profitability, a major
milestone. The company has been reorganised into two
core product divisions, Trilogy Network Centric
Communications and Trilogy Broadcast, to more closely
align the business with its customers. Further progress is
anticipated in 2009 with a number of new product lines
being introduced during the year and a strong sales
pipeline, particularly into the US market.

DCG performed robustly and to dats its revenues are
currently 11% higher than in the previous year, primarily
due to the take-up of its managed services offering.
Nevertheless, reflecting a common trend amongst all
portfolioc companies, the company is taking steps to
adjust its cost basa.

IRISYS had a record year in 2008 with revenuss of
£12.5 million, amost 40% up on the previous year's

£9 million. On the back of this substantial revenue
growth, IRISYS generated profits of £863,000 for 2008
compared to a small loss in 2007. The company's cash
position is strong but given the current economic
environment it takes a cautious view about the prospects
for the cumrent year.

Actimax has continued its sales growth in the year ended
31 December 2008 with revenues in excess of £6 milion
and operating profits close to £300,000. The first quarter
of 2009 has started well,

Aquasium Technotogy Limited returned to profitability in
its financial year ended 31 December 2008, The UK
business started 2009 with a healthy arder book and
Aguasium's Directors ars optimistic in relation to the

full year.

Demand from recruitrment companies for Skillsmarket's
products and services is sufiering as a conseguence of
general trading conditions within tha recruitment industry.
Reflecting the difficult rading outlook, the company has
initiated a substantial cost-cutting programme, resuiting in
a significant number of job cuts being made, including a
number of senior management positions. Accordingly, 2
provision has been made against this investment. A
further £1 milion was successfully raised from existing
shareholders in two tranches in Decernber 2008 and
February 2009. Significant contracts were won in
Awustralia during the year while the acquisition of Purple
Passport has opened new related markets, particulary in
the public sector. The impending launch of iPlaceWeb, a
new software as a service offering, is expected to open
the large market for small and medium sized recruitment
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companias which prefer to pay for a regular service rather
than acquire the full Recruiter enterprise software suite,

AIM listed Oxonica announced significantly higher
revenues for 2008 {excluding the aborted Petrol Ofisi
contract) over the previous year, reduced losses and a
lower cash burn as a result of a successhul cost cutting
axercise. Its share price, however, has fallen to 14,25p
per share as at 31 December 2008 from 24.0p as at 31
December 2007. The company has recently sold its
biodiagnostics division for $7 million {plus a future royalty
stream) to Becton Dickinson, an existing strategic partner,
The company has a strong pipeline of customers for its
fuel efficiency additive, Envirox, which increased sales by
49% over the prior year. The company is, however,
contesting a patent dispute over Envirox, Sales of Optisol,
the company’s UV absorber, have been disappointing in
the current year to date. In the year to December 2008
sales of the security division doubled to £1.5 million and
letters of intent totalling $4 million have already been
received for 2009.

Inv its annual results announced on 2 March 2009, ANT
announced significantly improved results for the year
ended 31 December 2008, The company confirmed that
royalty income from licensees continued to grow and, in
addition to recently announced contract wins, the
company has a strong pipeline of new business
opportunities.

Sarantel announced that revenues for the year to

30 September 2008 were approximately £1.9 million,
which was ahead of market expectations. In the second
half of the financial year, demand from smaller niche GPS
customers remained resilient largely offsetting a
slowdown in orders from larger GPS customers. Its third
generation GPS antenna has started to gain traction and
the company is also in advanced discussions to develop
multiple antennas for a number of customers in the
satellite phones and military sectors. Sarantel raised £3.4
million in April 2008 and believe it "has sulfficient funds to
last for the foreseeable future”.

Foresight VCT invested £195,580 into AIGIS Blast
Protection as part of a £750,000 follow-on funding round
to provide additional funds to invest in its sales resource
and accelerate growth. Reflecting lower than expected
sales growth in recent years, this round has been
completed at a lower valuation than before and a
provision has been made against the previous value of
the investment. The company has a strong pipeline of
oppoertunities for 2009,

As a result of a new funding round of £2 million at a
reduced price in Nanotecture, in which Foresight VCT did
not participate, a provision of approximately £500,000
has been made against the original value of the
investment.

Provisions of 25% of cost have been made against the
values of Infrared Integrated Systems (IRISYS} and
AlwaysON Group as a result of concerns about the
impact of the current economic climate, These provisions
resulted in aggregate falls totalling £141,277,

Investment Activity

The level of new investment activity has started to pick up
again, with three new investments being made totalling
£1,550,000. In line with Foresight's increasing focus on
investing in the environmental infrastructure and
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sustainable sector, invesiments were made in Closed
Loop Recycling, (£1,000,000) Lynwood Group Holdings,
{£300,000) and Sitvigen {£250,000).

Closed Loop Recycling is a business at the leading edge
of plastics recycling in the UK. The company is initially
focused on producing food grade recycled PET
{polyethylene terephthalate} and HDPE (high density
polyethylene). PET is the clear plastic used in over 50% of
soft drinks bottles, with over 300,000 tonnes used per
annum in the UK but none is currently recycled for use as
food grade plastic. HDPE is the white plastic used in milk
bottles. Closed Loop Recycling has completed its first
recycling plant in Dagenham (East London) and is
constructing a second facility in the North West. Initial
commissioning of the first plant has commenced which is
expected to come fully on-stream in the near future,
initially with PET and then with HDPE,

Lynwood is an established business in the plastic building
products market and has made tha transition to using
waste plastic streams as its raw material. Lynwood
acquired a small business with specialist expertise in
rmanufacturing wood profile and wood replacement
products from waste plastic and believes it is now one of
the better equipped plastic recycling manufacturing
operations in the UK. The company is well positioned in a
growing market for recycled and sustainable products
such as wood replacement, which offer considerable
economic and environmental advantages.

Silvigen has positioned itself to supply the important
biomass fuel needs of the UK power generation sector
and the developing industrial heat sector, both of which
are driven by a number of regulatory incentives.

Several small follow-on investments wers also made
during the year under review. A further £530,000 was
invested in Aquasium Technology to provide ongoing
funding to the business needed as a result of the

long lead time between project work being undertaken
and payment.

Clarity Commerce Solutions undertook a rights issue in
which the company invested £100,000 in order

to suppert the new management team and their plans to
return the business to profitability. Initial signs of progress
are positive and several new contract wins with large
clients have been confirmed.

A total of £50,001 was invested in Sarantel Group plc,
which raised £3.4 million in April 2008 from existing and
new shareholders. Although it arnounced resulis ahead
of market expectations and the underlying business
appears to be making progress in its core GPS
antenna market, its share price has fallen as a result

of market conditions.,

Disappointingly, despite our angoing support for High
Integrity Solutions (£37,500 invested in the peried) the
company was placed into administration during the
period as a result of losing a major contract with BAE
Systems. OLED-T did not make the necessary
commercial progress with its proprietary chemicals for
improving the colour and life of displays on mohile
phones and similar electronic equipment as quickly as
envisaged. The company sold its IPR assets to chemical
company Merck and entered administration. As a result
Foresight has provided in fuli against the value of both of
these two investments.
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Chairman’s Statement

Foresight contributed £132,907 to a smalt funding round in
Alaric Systerns as part of an ongoing plan to support the
business through a pericd of transition. Early signs are that a
sigrificant cost-cutting exercise and increased focus on sales
are having a positive effect on the business's underlying
profitabiity. A partial provision has been made against the
previous value of the investrment to reflect recent trading. The
company is now, however, trading profitably.

Realisations

Unquoted

Actimax achieved sales of over £6 million in the year to
31 Decermnber 2008 with operating profits of aimost
£300,000. The company has continued to win new
orders in the current year and is optimistic about its full
year prospects. Actimax made £133,333 in loan
repayments to Foresight VCT in the period.

Quoted

During January, the remaining holding in Telecom Plus pic
was sold for net proceeds of £1,182,242 representing a
retum in excess of five Emes the original cost of £233,259. In
addition, there was a small reafisation, at a loss, of £7,661
from the sale of Mirada pic fformerly YooMedia pic).

Results

The results for the pericd from 1 January 2008 to

31 December 2008 are set out below. The net asset
value per Ordinary Share as at 31 December 2008 fell to
42.2p {31 December 2007 60.5p) resutting from the
payment of the 5.0p per share dividend during

March 2008, general falls in the AIM market and the
provisions against several unquoted companies. The total
return (after tax) attributable to Crdinary Shareholders
was a loss of 14.1p (31 December 2007 loss of 19.9p).

Dividends

The Company's dividend policy is to aim to distribute a
steady flow of dividends from income and realised capital
gains.

The Board is recommending the payment of a final dividend
of 1.0p per Ordinary Share on 29 May 2009 for the year
ended 31 December 2008. The ex dividend date wil be
13 May 2009 and the record date will be 15 May 2009.

Recently we have become aware of other investment
companies experiencing unsuccessful attempts at
dividend cheque fraud through the presentation of fake
copies of dividend cheques at banks.

Please phone investor relations at Foresight Group if you
become aware or suspicious of any similar activity and
please be on guard against such fraudulent acts.

Valuation Policy

Investments held by the Company have been valued in
accordance with the Intermational Private Equity and
Venture Capital Valuation Guidelines (iPEVC) developed
by the British Venture Capital Association and other
organisations, under which investments are valued, as
defined in the guidelines, at “fair value”. Ordinarily,
unquoted investments will be valued at cost for the 12
months following the date of acquisition as the most
suitable approximation of fair value unless there is an
impairment in value during the period. Quoted
investments and investments traded on AIM and PLUS
Markets are valued at the bid price as at 31 December
2008. The portfolio valuations are prepared by Foresight
Group and are subject to approval by the Board.

Share Issues and Share Buy-backs

The current top-up offer, launched in October 2008,
raised gross proceeds of £204,375 as at 31 December
2008 through the issue of 436,999 ordinary shares at
prices ranging between 47.0p and 48.0p per share. The
top-up offer is being run in conjunction with top-up offers
for Foresight 2, Foresight 3 and Foresight 4 and is
expected to close on 30 Aprii 2009.

The previous finked offer for subscription (January 2008)
between Foresight VCT, Foresight 2, Foresight 3 and
Foresight 4 had raised £7,917,503 when it closed on

30 April 2008. The proceeds of the offer were equally
split between the four Foresight funds with Foresight VCT
receiving total gross proceeds of £1,979,376, through the
issue of 3,102,896 ordinary shares at prices ranging
between 61.0p and 72.0p per share. These funds
enabled your Company to remain an active investor in the
current market and take advantage of new opportunities.

Additionally, 209,325 shares were issued under the
dividend reinvestment scheme at 61.05p per share
raising proceeds of £127,783.

All of these share issues were under the new VCT
provisions that commenced on 6 April 2006, namely:
30% upfront income tax relief which can be retained by
qualifying investors if the shares are held for the minimum
five year holding period.

As part of the Company's active buy-back programme,
during the year 1,396,461 Ordinary Shares were
purchased for canceilation at a cost of £525,000.

Annual General Meeting

The Company's Annual General Meeting will take place
on 18 May 2009. 1 look forward to welcoming you to the
rneeting, which will be held at 2.00 pm at the offices of
Closed Loop Recycling, 16 Choats Road, Dagenham,
Essex, RM9 6LF.

Outlook

The extreme volatility of the financial markets as well as
the increasing inability of companies to raise debt finance
has proved a double edged sword for the Company. On
the one hand Foresight Group’s deal flow of companies
seeking investment, particularty in the environmental
infrastructure sector, is stronger than ever as polential
investee companies are finding financial institutions
currently less inclined to invest than in the recent past. On
the other hand, there is evidence of trade sales within the
portfolio being delayed or terminated as a result of the
lack of finance available to potential acquirers.

The Board and Foresight Group are conscious that we are in
a period of economic slowdown and tight credit conditions.
In this ervironment all investee companies will be encouraged
to keep a tight contral on costs and conserve cash.

The market in which Foresight VCT operates continues to
be encouraging in terms of potential new investment
opportunities, as evidenced by the current deal flow
being reviewed by Foresight Group. Foresight VCT will
have access to this dea flow of new opportunities as a
result of the new funds raised alongside some
reirvestment of the proceeds from successtul realisations.

eter Dicl
Chairman
21 April 2009
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31 December 2007

Amount Amount
Investment invested Valuation Valuation Methodology invested Valuation
£ £ £ £
Actimax plc 546,668 1,725,286 Discounted offer 680,001 2,180,710
Aquasium Technology Limited 1,930,000 1,607,022 Discounted earnings multiple 1,400,000 1,933,884
DCG Group Limited 938,220 1,550,985 Discounted revenue muttiple 938,220 1,550,985
SkillsMarket Limited 1,360,488 1,479,238 Price of recent funding round 1,200,000 2,051,389
less provigion

Oxonica pic (AIM listed) 2,804,473 1,102,146 Bid price 2,804,473 1,856,246
Closed Loap Recycling Limited 1,000,000 1,000,000 Cost — _
Trikogy Communications Limited 825,000 825,000 Latest funding round 825,000 825,000
Alaric Systemms Limited 1,473,372 736,686 Cost less provision 1,340,465 1,340,465
Corerc plc
(formerty Mondas ple) (AIM listed) 1,903,116 685,211 Bid price 1,903,116 928,812
smantFOCUS Group ple (AIM listed) 735,417 639,878 Bid price 735417 1,609,204
Aigis Blast Protection Limited 840,767 605,148 Price of recent funding round 645,187 614,352
Camwood Limited 514,090 514,090 Cast 514,000 514,090
iCore Limited 750,000 500,000 Cost less provision 750,000 650,000
Nanotecture Group plc 1,000,000 499,415 Price of recent funding round 1,000,000 1,000,000
ANT ple (AIM listed) 1,097,200 424,172 8id price 1,007,200 264,621
FfastFill pic (AIM listed) 850,225 307,996 Bid price 850,225 421,557
Lynwood Group Holdings Limited 300,000 300,000 Cost — —
Sivigen Limited 250,000 250,000 Cost - —
alwaysON Group Limited 315,105 236,323 Cost less provision 315,105 315,105
Sarantel Group plc (AIM listed} 3,640,167 197,579 Bid price 3,690,166 635,656
Infrared Integrated Systems Limited 250,005 187,504 Cost less provision 250,005 250,005
Clarity Commerce Solutions plc
{AIM listed) 600,000 138,000 Bid price 500,000 100,000
Sapphire International Limited — —_ Nil value 1,150,000 2,500
OLER-T Limited 549,219 — Nil value 478,226 578,125
Mirada plc {formerty YooMedia plc) {AIM listed) — — Soid 943,133 18,881
Callserve Communications plc — — Sold 500,000 —
Telecomn plus plc
(listed on the London Stock Exchange) — — Sold 233,259 1,124,200

24,473,532 15,511,685 24,643,288 20,775,787

Companies in liquidation have been excluded from the table above.

* Top ten investments by value shown on pages 6 to 9.
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Investment Summary

Top ten investments by value as at 31 December 2008 are detailed below:

Actimax plc

offers business solutions 0 Customers that can includa computer tlephorny imtegration LT, acthve voice respanse systems, cal detal
recording and voice and video conferencing. Thesa systems make vse of Wice over IP (VolP) and tave speckyl advantages for multisite
custamers end where homa working/remote working Is required. The Actimax business has grown stongly over the past
three years. Actimax have racently supplied Wimbladon All Engiand Lawry Tennis and Croguat Clisy with a lerge comverged solution for
1,000 usars. Other Actimax customers include the Restaurant Group With 320 nationwidle sites finked on @ wide area network and Tha
Histonie Royal Pelzces including Hampton Court and the Tower of London.

Dates of Investment: Novernber 1898
March 2000
June 2003

As at 31 December 2008 As at 31 December 2007 Year Endead:

Amounts Invested £546,668 £680,001 Sales
Valuation £1,725,286 £2,190,710 Profit before Tax
% Equity/Voting Rights 55.9%" 55.9% Retained Profit

Valuation Methodology

* Specific clauses are Included in Actimax’s articles of association that prgvent Foresight VCT from exarcising control,

31 December 2007

Discounted offer Net Assets

Aquasium Technology Limited

Iz engaged In the design, manufaciuring end marksting of bespoke electron beam welding and vacuum furnace equipment. lts
products are used in the processes of a wide range of manufacturing Industries including a ive, elactrenics, medical, power
generatfon end serospace. lts US subsidlary, Ebtec Corperation, provides component processing services.

Dates of Investment October 2001
April 2003
August 2005

October 2008

As at 31 December 2008 As at 31 December 2007 Year Ended: 31 December 2007

£'000
Amounts Invested £1,930,000 £1,400,000 Sales 10,126
Valuation £1,607,022 £1,933,684 Loss before Tax (247)
% Equity/Voting Rights 33.3% 33.3% Retained Loss {423}
Valuation Methodology Discounted earnings multiple Net Liabilities (34}
DCG Group Limited
is 8 provider of data storage end back-up solutions lo corporatas either remotely as & margged 3ervice or &t customers” premises. The
demand for DCG's servicas are driven by Greater compliance requirements for retention and retrieval of data and the ever growing
volume of electronic data producad by organisations. Recurring ennual revenue continues lo grow strongly. The managed service
offering has been welf received in the marke! as a unigue salution, and good traction has been achiaved with some significant clients
with contracts typically of thrae years.
Dates of Investment March 2004
September 2005
As at 31 Decernber 2008 As at 31 December 2007 Year Ended: 31 March 2008
£'000
Amounts tnvested £938,220 £938,220 Sales 7,002
Valuation £1,550,985 £1,550,935 Profit before Tax 407
% Equity/Voting Rights 31.8% 31.8% Retained Profit 408

Valuation Methodology

Discounted revenue multiple

Net Liabilities (365)
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SkillsMarket Limited
tes an ondine information exchange, which provides a central stors for CV, converted into a dynamic profisssional profie or Profie’. The iProfie
&5 easy 1o st up and update, and enablgs indfvidinks to control the job-seeking process ang obtgin feedback from recrustars and hiing
managess. The Prifle has been adoptad by many of the UK's biggest racrsters, including Hays IT, Reed, Spring and Aexander Mann and is
sean as the industry standard fermat for ontine CVs. in Apdl 2008 the company announced the acquisition of PurpleFassport, whose onfne
‘Skifls Fasspart’ has been adopled by five Government appointad Sectar Skiifs Councils covering more than 10 miliion peapie.
Dates of Investment: March 2005
May 2006
December 2008
As at 31 December 2008 As at 31 December 2007 Year Ended: 31 March 2008
£'000
Amounts Invested £1,360,488 £1,200,000 Sales 2,327
Valuation £1,479,238 £2,051,389 Loss before Tax {1,772)
% Equity/Voting Rights 16.9% 14.8% Retained Loss {1.772)
Valuation Methodology Price of recent funding round Net Assets 2,994
less provision

Oxonica plc (AIM listed)

develops products based on advanced nanomaterizls which ere then sold through agresments with commercial partners for end
markst adoptior. The company dperated through two diisions, Oxonica Materfals and Oxonica Biodiagnostics, but the latier division
was soid in 2008 a5 expizined later. The Materials division focusas on three product areas, namely § Envirox, & fued bome additive for
diese! which reduces fuef consumption and particulate emissions; (i) cosmetic end industrial LV absorbers Optisol (used in sunscreens
and anti-againg consumer products} and Sofacor (for use in industrial coatings such as pant and In plastics te pravent degradation by
sunlight); and (i) security applications using nanctechnology based marker systems for anticounterfeiting and brand protaction. In
September 2008, the Biodiagnostics division was soid to BD (formerly Becton Dickinson, the major global medical technology
company) for up ta $7 million {of which $3.5 milon was paid i completion and the balance Is in stages based on achiaving certain
technical mifestones) plus royalties on future sales arising from the technology. The division davelops test systems for use in rpidly
detecting and quantiying diseases and other biomaterials for & wide range of applications in the cinical diagnostics, life sciences,
vetarinary, food and bioterrarism markets. Oxarica continues ta make good progress with Envirox, as evidenced by 4 successhul follow-
on trial with 8 major customer, Stagecoach, and sakes commencing in Russia, plus & number of trialks in progress and a growing sakes
plpeling. In September 2008, fudgrnent was found against Oxenica Energy In #ts royalty dispute with Neuftec, agalst which an appeat
is now being made. Sales of Optisol have been disappointing 85 8 result of the high cost of the supply chain and discussions ara taking
place with the suppiier end distributor to reduce these costs. The Security business continues to make good progress, winning a series
of orders for its anticounterfeiling products and is now implermenting processes to manufacture these on a commerclal scake.

Dates of Investment: June 2002
January 2004

February 2005

December 2007

As at 31 December 2008

Amounts Invested £2,804,473
Valuation £1,102,146
% Equity/Voting Rights 11.8%

Valuation Methodology Bid price

As at 31 December 2007 Year Ended: 31 December 2008

£'000

£2,804,473 Sales 3,388
11,856,246 4Loss before Tax {9,669)
11.8% Retained Loss {9,855)

Net Assets 8,184
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Closed Loop Recycling Limited

&5 the first plant in the UK to recycle waste PET and HDPE plastic botties into food grade packaging material, Following a £15 million
privata end public sectar funding kssue Jad by Foresight Group, the 35,000 tonne capacity plant in Dagenham (East London) & now in
the commissioning phase with output volumes ramping up. The company is enfoying very strong market demand and has now
anmounced Its second UK péant in North Wales.

Dates of Investment: August 2008

September 2008

As at 31 December 2008 As at 31 December 2007 Year ended:

30 June 2008
£'000

Amounts Invested 21,000,000 — Sales Not disclosed
Valuation £1,000,000 — Profit before Tax Not disclosed
% Equity/Voting Rights 5.1% — Retained Profit Not disclesed
Valuation Methodology Cost Net Assets 991
Trilogy Communications Limited
s & world class supphier of audic communications end broadcast solutions fo the defence, emergency maragement, indusirial and
broadcast sectors. Trlogy counts some of the workl's bast known names in broadcast and defence among its customer base including
the BBC, Sony, Radio France, Raythean, Northrop Grummen and BAE. Tha company continues on & strong growth track, with Trilogy's
new Mercuyy IP system meking particularly good progress in the US defence market,
Dates of Investment: September 2005
April 2007
As at 31 December 2008 As at 31 December 2007 Year Ended: 29 February 2008
£'000
Amounts Invested £825,000 £825,000 Sales 5,518
Valuation £825,000 £825,000 Loss before Tax (668)
% Equity/Voting Rights 12.1% 12.1% Retained Loss {464)
Valuation Methodology Latest funding reund Net Liabilities (1,415)

Alaric Systems Limited

specialises in the development, sals, distribution and support of payment systems software including systems for electrenic payments,
authorisation end e-camemerce integration. It Is aisa invalved in the use of software-based mathernatical modeling tachniques for card
payments and fraud detection. Having reduced costs substantially during 2008 and successiully established a new office in Malaysia,
Alaric has recently won a number of significant tantracts from new customers around the world and is now trading profitably.

Dates of Investment: February 2002
October 2002
December 2002
June 2004
September 2004
June 2005

May 2008
September 2008

As at 31 December 2008 As at 31 December 2007 Year Ended:

Amounts Invested £1,473,372 £1,340,465 Sales
Valuation £736,686 £1,340,465 Loss before Tax
% Equity/Voting Rights 15.2% 16.5% Retained Loss

Valuation Methodology Caost less provision Net Liabilities

31 March 2008
£'000
3,308
{1,752)
{1,608}
{1.715)
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Corero plc (formerly Mondas plc) {AlM listed)

designs, develops and delfvers markst jeading software for business end education markets through its Business Systems division and
for firancial institutions through its Financial Markets division. The Business Systews division comprises the Eclipse and Resource
products focused on the publlc sector, in particuiar the education market, and on the professional services sectar, in particular
companles using profect Ings such &5 and engs The Financial Markets division comprises the BiueCurve and
Radica product lings which aflow securities and investment houses 1o improve the production and distribution of thelr financial
resegreh, and address the needs of asset servicig cperations for the global banking and securities sector.

Dates of Investment: Qctober 2000
December 2002

January 2006

August 2006

April 2007

As at 31 December 2008 As at 31 December 2007 Year Ended: 31 Decermber 2008

Amounts Invested £1,903,116
Valuation £685,211
% Equity/Voting Rights 14.0%
Valuation Methodology Bid price

£'000

£1,903,116 Sales 5,249
£928,812 Loss before Tax (658)
14,0% Retained Loss (578)

Net Liabilities (1,646)

smartFOCUS Group plc (AIM listed)

provides mutti-channel marketing software through 8 worldwida natwork of partnars that assists in improving marketing performance
and enables accurate targeting and axecution of marketing campaigns. The company is an established solution provider in this area
with spproximately 300 customers forming a wide cystomer base spread across financial services, relafl, marketing services and other
consumer-driven sectors. The company adds value to its customers' markating campalgns by providing a range of solutions, including
data management, finking with multiple databases, single custorer view, anelylics and campaign management, retuming query results
in seconds whilst presenting the results in an easily understandabla graphic manner. Reflecting the current economic climate. the
company has experenced contract and project delays despite offering imperoved marketing efficlency and productivity end has reduced
casts geoordingly. The compeny announced a change in its business strategy, moving from its traditional perpetual licence model to 2
software as & sarvice “Saas” medel. This has met with an encouraging customer response and should generate growing contracted
and recurring revenuas over time. As announced, for the fulf year to 31 Decemnber 2008, an opemting foss of £1.3 million is expected

As at 31 December 2008 As at 31 December 2007 Year Ended: 31 December 2008

on szlgs of £10.3 million.
Dates of Investment: December 2001
October 2004
July 2007
Amounts Invested £735,417
Valuation £639,878
% Equity/Voting Rights 15.8%

Valuation Methodology Bid price

£°000

£735,417 Sales 10,400
£1,609,204 Loss before Tax {1,759}
15.8% Retained Loss {1,738}

Net Assets 3,003
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Investment Summary
at 31 Decemnber 2008

| FORESIGHT GROUP

Faresight Group LLF is regulated by the Financial Senvices Authority and the team includes eight partners: Bernard Fairman, Peter

English, Donalé Maclennan, Matt Taylor, David Hughes, Jamie Richards, Andrew Page and Gary Fraser.

| CO-INVESTING FUNDS

Foresight Group also manages Forasight 2 VCT ple, Foresight 3 VCT ple, Forasight 4 VCT plc and Foresight Sustainable UK
Investment Fund {‘Foresight Sustainable’), Investments have been made by the funds that Foresight Group advises and manages,

as follows:
Foresight 2  Foresight 3 Foresight Total held by
Foresight VCT O & Cshares O & C shares  Foresight 4 Sustainable Foresight
Investee £ £ £ £ £ %
Actimax plc 546,668 - - _ —_ 55.9%
Aigis Blast Protection Limited 840,767 1,238,760 _ 340,660 —_ 32.4%
Alaric Systems Limited 1,473,372 — 714,713 — — 23.3%
alwaysON Group Limited 315,105 1,050,350 — 210,070 — 25.8%
ANT plc (AIM listed) 1,097,200 -_ —_ — — 6.4%
Aquasium Technology Limited 1,930,000 — _ —_ —_ 33.3%
Camwood Limited 514,090 — —_ — — 15.8%
Clarity Commerce Solutions plc
{AIM listed) 600,000 _ _ —_ —_ 3.0%
Closed Loop Recycling Limited 1,000,000 2,333,334 3,333,333 2,333,333 444,127 60.1%
Corero plc (AIM listed) 1,903,118 _ —_ —_ —_ 14.0%
DCG Group Limited 938,220 _— — — — 31.8%
Ffastfill plc (AIM listed) 850,225 -— —_ —_ —_ 2.2%
iCore Limited 750,000 —_ — — - 16.7%
Infrared Integrated Systems Limited 250,005 749,985 - 250,005 — 6.5%
Lynwood Group Holdings Uimited 300,000 660,000 780,000 300,000 1,560,000 66.7%
Nanotecture Group plc 1,000,000 500,000 500,000 —_ — 13.0%
Oxonica plc (AIM listed) 2,804,473 1,181,473 —_ —_ —_ 14.7%
Sarantel Group plc {(AIM listed) 3,640,167 568,002 886,002 — - 13.5%
Silvigen Limited 250,000 500,000 500,000 250,000 250,000 27.5%
SkillsMarket Limited 1,360,488 581,760 492,135 589,629 —_ 33.9%
smartFOCUS Group plc (AIM listed} 735,417 —_ —_ — —_ 15.8%
Trilogy Communications Limited 825,000 1,650,000 — 825,000 _ 48.5%

Companies in liquidation are not included in the table above.




Board of Directors

1 Peter Frederick Dicks (66) (Charman)

Peter Dicks was a founder director of Abingworth plc in 1973, a
successful venture capital company. He is currently a director of
a number of quoted and unquoted companies, including Private
Equity westor pic where he is Chairman, Polar Capital
Technology Trust plc, Graphite Enterprise Trust plc and Standard
Microsystems Inc, a US-NASDAQ quoted company. in addition,
he has been Chairman of Forasight 2 VCT plc since its launch in
2004 and is Chairman of Foresight 3 VCT plc and Foresight 4
VCT plc. He is also Chairman of Unicorn AIM VCT ple.

1 Dr Antony Richard Diment {64); PhD Physics

Antony Diment is an experienced venture capitalisi, At 3i
Ventures he was responsible for investment in the information
technology sector and as an executive director of Gresham Trust
plc was responsible for a portfolio of fitteen unguoted
companies. He was managing director of Cambridge Research
& Innovation Limited ("CRIL"} which, having become fully
Invested, made arrangements for the tax efficient distribution of
assets to shareholders in February 2004, He is a non-executive
director of Cascade Fund Management Limited and Mercia
Technology Seed Fund.
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I Bemard William Fairman (59)

Bernard Fairman is the managing partner of Foresight Group. He
trained as an economist before joining Panmure Gordon in 1870
as an oil investment analyst. In 1873 he joined Edward Bates, a
specialist investment bank. On leaving in 1976 he gained
investment experience at various smzll of and electronic
companies. He joined 3i Ventures in 1981 and co-founded
Forasight Group in 1984. He is also a Director of Foresight 2
VCT pic, Foresight 3 VCT plc and Foresight 4 VCT plc.

t Gordon James Humphries (47)

Gordon Humphries trained as a chartered accountant befors
maving into financial sarvices, where he has over 15 years
experience, He is currently head of investment companies at
Standard |ife Investments and before that he was deputy head
of investment trusts at F&C Asset Management plc. Gordon is a
nan-executive director of Bluehone AIM VCT 2 ple.
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Corporate Govemance

The Directors of Foresight VCT confirm that the Company has
taken the appropriate steps to enable it to comply with the
Principles set out in Section 1 of the Combined Code on
Corporate Governance {'Combined Cede') issued by the Financial
Reporting Council in June 2006, as appropriate for a Venture
Capital Trust.

As a Venture Capital Trust, most of the Compary's day-to-day
responsibilitiss are delegated to third parties and the Directors are
all non-executive. Thus nat all the procedures of the Combined
Code arg directly applicabla to the Company. Unless noted as an
exception below, the requiraments of the Combined Code werm
complied with throughout the year ended 31 December 2008.

i The Board

The Company has a Board of four non-exacutiva Directors, all of
whom {other than Bermnard Fairman who is the Managing Partner
of Foresight Group, the Investment Manager) are considered to
be independent.

Peter Dicks and Bernard Fairman are also Birectors of Foresight 2
VCT pic, Foresight 3 VCT plc and Foresight 4 VCT plc. The Board
believes, having regard to the specialist nature of VCTs and the
fact that the Manager advises four VCTs, that it is in the best
interests of shareholders if, on each of the boards of the VCTs
advised by the Managers, there are certain Directors who are
commoen. That is to say, a commoen Direclor is able to assess
how the Manager performs in respect of one fund with the
valuable background knowledge of how well or badly the
Manager is performing in relation to other funds for which he also
has responsibility as a Director. Where conflicts of interest arise
between tha different funds then the common Director would
seek to act fairly and equitably between diffarent groups of
sharsholders. Where this is difficult or others might perceive that it
was 80, then deqisions would be taken by the Directors who are
not common Directors. The most likely source of potential
conflicts would normally be the allocation of investment
opportunities, As these are allocated by the Managers

pro rata to the cash raised by each fund, subject to the availability
of funds, in practice such conflicts do not arise, In this regard,
therefore, common Directorships are not considered to impact
independence.

‘The Board is responsible to shareholders for the proper
management of the Company and meels at least quarterly and
on an adhoc basis as required. It has formally adopted a
schedule of matters that are required to be brought to it for
decision, thus ensuring that it maintains full and effective control
over appropriate strategic, financial, operational and comphiance
issues. A management agreement between the Comparry and its
Manager sets out the matters over which the Manager has
autherity, inchuding monitoring and managing the existing
investment portfolio and the imits above which Board approval
must be sought. All other matters are reserved for the approval of
the Board of Directors. The Manager, in the absence of explicit
instruction from the Board, is empowered to exercise discretion in
the use of the Company's voting rights.

Individual Directors may, at the expense of the Company, seek
independent professional advice on any matter that concems
them in the furtherancs of their duties. In view of its non-executive
nature and the requirements of the Articles of Association that all
Directors retire by rotation at the Annual General Meeting, the
Board considers that it is not appropriate for the Directors to be

appointed for a specific term as recommended by provision A.7.2
of the Combined Code. However, the Board has agreed that
each Director will retire and, if appropriate, may seek re-glection
after three years’ service and annually after serving on the Board
faor more than ning years.

Full details of duties and obligations are provided at the time of
appointment and are supplemented by further detalls as
requirements change.

The Board has access to a Company Secratary who also attends
all Board meetings. The Manager attends all formal Board
Mestings. Informal mesetings with management are also held
between Board Meetings as required. The Company Secretary
provides full information on the Company's assets, liabilities and
other relevant information to the Board in advance of each Board
Meeting.

Meeting Attendance
Board Audt Nomination Remuneration

Peter Dicks 4/4 212 1 1A
Antony Diment 4/4 272 17al 1
Gordon Humphries  4/4 22 in 11
Bernard Fairman 4/4 na n/a n/a
| Board Committees

The Board has adopted formal terms of reference, which are
available to view, for three standing committees which make
recommendations to the Board in specilic areas.

The Audit Committee comprises Antony Diment (Chairman), Peter
Dicks and Gordon Humphries, all of whom are considered to
have sufficient recent and relevant financial experience to
discharge the role, and meets at least twice a year to. amongst
other things, consider the following:

* Monitor the integrity of the financial statements of the
Company;

* Review the Company’s internal control & Ask management
systerms;

* Make recommendations 10 the Board in relation to the
appointment of the external auditor;

« Review and monitor the external auditor’s independence; and

* Implement and review the Company's policy on the
engagerment of the external auditor to supply non-audit
senvices,

Emst & Young LLP provides taxation services in addition to
undertaking the Gompany's extenal audit. The Audit Committee
is of the opinion that Emst & Young are best placed to provide
these taxation services. Thesa non-audit senvices are incidental to
the audit, non-material in value and the Audit Committee believes
that they do not compromise the objectivity or independence of
the external auditor.

The Nomination Committee comprises Antony Dirment
{Chainman), Peter Dicks and Gordon Humphries and meets at
least annually to consider the composition and balance of skills,
knowledge and experience of the Board and would maka
nominations t¢ the Board in the event of a vacancy. New
Directors are required to resign at the Annual General Meeting
fallowing appointment and then every three years. There is no
formal induction programme for Directors.




Corporate Governance

The Remuneration Committee (which has responsibility for
reviewing the remuneration of the Directors) comprises Antony
Diment {Chaimnan), Peter Dicks and Gordon Humphries and meets
at least annually to consider the levels of remuneration of the
Directors, speciiically reflecting the time commitment and
responsitilities of the role. The Committee also undertakes external
comparisons and reviews to ensure that the levels of remuneration
paid are broadly in line with industry standards. The Rermuneration
Committes also reviews the appointment of the Manager.

1 Board Evaluation

The Board undertakes a formal annual evaluation of its own
performance and that of its committees. There is no formal
annual evaluation of individual Directors as recommended by
provision A8,1 of the Combined Code. Initially, the evaluation
takes the form of a questionnaire for the Board (and its
comnittees). The Chaimman then discusses the resulis with the
Board {and its committees) and following completion of this stage
of the evaluation the Chairman will take appropriate action to
address any issues arising fromn the process. The independent
Directors evatuate the Chairman's performance following simitar
procedures.

I Relations with Shareholders

The Company communicates with shareholders and solicits their
views where il is appropriate to do so. Individual shareholders are
made welcome at the Annual General Meeting where they have
the cpportunity to ask questions of the Directors, including the
Chairman, as well as the Chairman of the Audit, Remuneration
and Noménation Gommitteas. The Board may from time to time
also seek faedback through shareholder questionnaires,
workshops and an open invitation for shareholders 1o mest the
investment manager. The Company is not aware of any
institutional shareholders in the capital of the Company.

1 Intemmal Control

The Oirectors of Foresight VCT plc have overall responsibility for
the Company's system of internal control and for reviewing its
affectiveness,

The internal controls systemn is designed to manage rather than
eliminate the risks of failure to achieve the Company’s business
objectives. The system is designed to meet the particular needs
of the company concernad and the risks to which it is exposed
and by its nature can provide reasonable but not absolute
assurance against misstaternent or loss.

The Board's appointment of Foresight Fund Managers Limited

as Company accountant has delegated much of the financial
administration to Foresight Fund Managers Lirmited. They have an
established system of financial control, including intemal financial
controls, to ensure that proper accounting records are maintained
and that financial information for use within the business and for
reporting to shareholders is accurate and reliable and that the
Company's assets are safeguarded.
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Martineau provide legat advice and assistance in relation to the |
maintenance of VCT tax status, the operation of the agreements

entered into with Foresight Group and the application of the i
venture capital trust legislation to any company in which the
Company is proposing to invest.

Foresight Fund Managers Limited was appointed by the Board as
Company Secretary from 1 January 2005 with responsibilities
relating to the administration of the non-financial systems of
intemal control. All Directors have access to the advice and
services of the Company Secretary, who is responsible to the
Board for ensuring that Board procedures and applicable rules
and ragulations are complied with,

Pursuant to the terms of their appointment, Foresight Group
advise the Company on venture capital investments. Foresight
Fund Managers Limited, in their capacity as Company Secretary,
have physical custody of documents of title relating to equity
investments,

In the light of the responsibilities retained by the Board and its
committees and of the responsibilities delegated to Foresight
Group, Foresight Fund Managers Limited and Martineau, the
Company has not appainted a chief executive officer or a senior
independent non-executive director as recommended by
provision A.3.3 of the Combined Code. There is no deputy
chairman. The provisions of the Combined Code which relate to
tha division of responsibiities between a chairman and a chief
exacutive officer are, accordingly, not applicable to the Company.

Following publication of intemal Control; Guidance for Directors
on the Combined Code {the Turnbull guidance), the Board
confirms that there is an ongoing process for identifying,
evaluating and managing the significant risks faced by the
Company, that has been in place for the year under review and
up to the date of approval of the annual report and financial
statemnents, and that this process is regularly reviewed by the
Board and accords with the guidance. The process covers
consideration of the key business, operational, complfiance and
financial risks facing the Company and includes consideration of
tha risks associated with the Company's arangements with
Foresight Group, Martineau and Foresight Fund Managers
Limited.

The Audit Committes has carried out a review of the effectiveness
of tha system of internal control, together with a review of the
operational and compliance controls and risk management, as it
operated during the year and reportad its conclusions 1o the
Board which was satisfied with the outcome of the review.

The Board has concluded that, given the appointrment of
Foresight Fund Managers Limited as Company accountant and
the role of the Audit Committee, it is unnecessary to establish an
internal audit function.

1 Going Concern

After making enquiries the Directors have a reasonable
expeciation that the Company has adequate resources to
continue in operational existence for the foreseeable future. For
this reason, they have adopted the going concemn basis in
preparing the financial statements.
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Directors’ Report

The Directors present their report together with the audited
financial staterments of the Company for the year ended
31 December 2008.

I Principal Activity and Status

The principal activity of the Company is the making of
investments in unquoted or AlM-fisted companies in the UX. The
Company is not an investment company within the meaning of
Section 833 of the Companies Act 2006. It has satisfied the
requirements as a Venture Capital Trust under sections 274-280A
of the Income Tax Act 2007, Confirmation of the Company’s
compliance has been received up to 31 December 2006 as a
Venture Capital Trust and the Directors have managed and intend
to continue to manage the Company's affairs in such & manner as
to comply with these regulations.

| Business Review

The purpose of this review is to provide shareholders with a
snapshot summary setting out the business objectives of the
Company, the Board's strategy to achieve those objectives, the
risks taced, the regulatory environment and the key performance
indicators (KPIs) used to measure performance.

| Strategy for achieving objectives

Foresight VCT plc is a tax efficient company listed on The
London Stock Exchange.,

I Investment objective

The investment objective of the Company is to provide private
investors with attractive returns from a portfolio of investments in
tast-growing unquoted technology-based companies in the
United Kingdom.

A proportion of realised gains will normally be retained for
reinvestment and to meet future costs. Subject to this, the
Company will endeavour to maintain a regular dividend payment
of the order of 5p per share although a greater or lesser sum
may be paid in any year. i is the intention to maximise tax-free
income available to investors from a combination of dividends
and interest received on investments and the distribution of
capital gains arising from trade sales or flotations.

I Investment policy

The Investment Manager (Foresight Group) will target UK
unquoted technology-based companies which depend to a
significant extent on the application of scientific and
technological skills or knowledge or whose activities embrace a
significant technology component as a major source of
competitive advantags.

Investment securities

The Company invests in a range of securities including, but not
limited to, ordinary and preference shares, loan stocks,
convertible securities, and fixed-interest securities as well as
cash. Unguoted investments are usually structured as a
combination of ordinary shares and loan stocks, whits AIM
investments are primarily heild in ordinary shares. Pending
investment in unquoted and AlM-traded securities, cash s
primarity held in interest bearing money market open ended
investment companies (OEIC).

UK companies

Investrnents are primarily made in companies which are
substantially based in the UK, ahough many will trade overseas.
The companies in which investments are made must have no more
than £15 million of gross assets at the time of investment {or £7
million if the funds being invested wera raised after 5 Apr 2006} to
be classed as a VCT qualifying holding.

VCT regulation

The investrment policy is designed to ensure that the Company
continues to qualily and is approved as a VCT by HM Revenue &
Customs. Amongst other conditions, the Company may not
invest more than 15% of its imestments in a single company
and must have at least 70% by value of i{s investmenis
throughout the peried in shares or securities comprised in
Qualifying Holdings, of which 30% by value in aggregate must be
ordinary shares which carry no preferential rights. In addition, it
must have at least 10% by value of its total investments in any
Qualifying Company in ordinary shares which carry no
praferential rights.

Asset mix

The Company aims to be at keast significantly invested in growth
businesses subject always to the quality of investment
opportunities and the timing of realisations. Any uninvested funds
are held in cash and interest bearing securities. It is intended that
the significant majority of any funds raised by the Company will
be invested in VCT qualifying investments.

Risk diversification and maximum exposures

Risk is spread by investing in a number of different businesses
within different industry sectors using a mixture of securities. The
maximum amaount invested in any one company is limited to

£1 million in a fiscal year (o, ¥ lowar, 15% of the portfolio at the
time of investment) and generally no mara than £2.5 million over
time at cost is invested in the same company {or, if kower, 15%
of the portfolio at the time of investment). The value of an
individual investment is expected to increase over time as a
result of trading progress and a continuous assessment is made
of its suitability for sale.

Investment style

Investments are selected in the expectation that the application
of private equity disciplines including an active management style
for unguoted companies through the placerment of an Investor
Director on investee company boards will enhance value.

Co-investment

The Company alms to invest in larger more mature unquoted
and AIM companies and to achigve this it invests alongside the
other Foresight VCTs and the Foresight Sustainable UK
Investment Fund (E1S). As such, at the time of initia) investment,
the combined investment can currently total up to a maximum of
£6.0 million for unquoted and for AIM investees.

Borrowing powers

The Company's Articles permit borrowing 1o give a degree of
investmant flexibility. The Company's policy is not to use
borrowing.

I Management

The Board originally engaged Foresight Group as Investment
Advisers {‘the Adviser’), whersby investment proposals werg
criginated by Foresight Group and formally approved by the
Directors. The Board appointed Foresight Group as discretionary
investment manager with effect from 20 March 2008. Foresight
Group also provides or procures the provision of company
secmatarial, administrative and custodian services to the
Company.
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Foresight Group prefers to take a lead role in the companies in
which it invests. Larger investments may be syndicated with
other investing institutions or strategic partners with similar
Investment criteria,

In considering a prospective invastment in a company, particular
regard will ba paid to:

® Evidence of high-margin products or services capable of
addressing fast-growing markets;

The company’s ability to sustain a competitive advantage:
The strength of the managament team;

The existence of proprietary technology; and

The company's prospects of being sold or achieving a
flotation within 3-5 years.

A review of the investment portfolio and of market conditions
during the period Is included within the Chairman's Statement on
pages 2 1o 4.

I Principal risks, risk management and regulatory
environment

The Board believes that the principal risks faced by the
Company are:

@ Economic risk — events such as an economic recession and
movement in interest rates could affect smaller companies’
valuations.

® Loss of approval as a Venture Capital Trust — the Company
must comply with Section 274 of the Income Tax Act 2007
which allows it to be exempted from capital gains tax on
investrent gains. Any breach of these rules may lead to the
Company lasing its approval as a VCT, qualifying
shareholders who have not held their sharas for the
designated holding period having to repay the income tax
relief they obtained and future dividends paid by the
Company bacoming subject to tax,

® Investment and strategic — inappropriate strategy, poor asset
allocation or consistent weak stock selection might lead to
under performance and poor retums to sharsholders.

@ Regulatory — the Company is required to comply with the
Companies Acts, the rules of the UK Listing Authority and
United Kingdom Accounting Standards. Breach of any of
these might lead to suspension of the Company’s Stock
Exchange listing, financial penalties or a qualified audit report.

® Reputational — inadequate or failed controls might result in
breaches of regulations or loss of shareholder trust.

® Operational — tailure of the Adviser's accounting systems or
disruption to its business might lead to an inability to provide
accurate reporting and monitoring.

& Financial — inadequate controls might fead to
misappropriation of assets. Inappropriate accounting palicies
might lead to misreporting or breaches of regulations.
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® Market risk — investment in AIM traded, PLUS traded and
unquoted companies by nature involve a higher degree of risk
than investment in companies traded on the main market. In
particular, smaller companies often have Imited product lines,
markets or financial resources and may be dependent for
their management on a smaller number of key individuals. In
addition, the market for stock in smaller companies is often
lass liquid than that for stock in larger companies, bringing
with it potential difficulties in acquiring, valuing and disposing
of such stock.

® Liquidity risk — the Company's investments may be diffiquit
to realise. The fact that a share is traded on AIM does not
guarantee its liquidity. The spread between the buying and
selling price of such shares may be wide and thus the price
used for valuation may not be achievable.

The Board seeks to mitigate the internal risks by setting policy,
regular review of performance, enforcement of contractual
obligations and manitoring progress and compliance. In the
mitigation and management of these risks, the Board applies the
principles detailed in the ‘Turnbull' guidance. Details of the
Company's internal controls are contained in the Corporate
Governance and Internal Control sections of this report.

| Performance and key performance indicators (KPIs)

The Board expects the Manager to deliver a performance which
meets the twin objectives of providing investors with attractive
returns from a portfolio of investmeants in fast-growing
technology-based companies and maximising tax-free incoma
for shareholders. The key performance indicators in meeting
these objectives are net asset value performance and dividends
paid, which when combined give net asset value total return.

A review of the Company's performance during the financial
period, the position of the Company at the period end and the
outlook for the coming year is contained within the Chairman's
Statement on pages 2 to 4.

The Board assesses the parformance of the Manager in meeting
the Company's objective against the primary KPls highlighted.

Clearly, when making investments in technology-based
companias at an early stage of their development some are likely
to disappoint, but inveasting the funds raised in high growth
companies with the potential to become market leaders creates
an environment for improved returns to shareholders. The growth
of these companies may be adversely affected by current
economic conditions and any reductions in levels of corporate
spending on technology and services.

Foresight VCT pk is an investment company and contracts-out
its investment activities 1o its investment manager, Foresight
Group; it has four non-executive Directors but no employees,
The Company is cumrently enjoying strong dealflow, including a
number of opportunities in clean energy and envircnmental
infrastructure, sectors which fit well with the Company’s
investment policy. Both clean energy and environmental
infrastructure projects have clear environmental benefits; projects
concentrating on reducing the amount of carbon emissions
palluting the atmosphere, clean generation of electricity and
efficient recycling of waste materials,
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 Resuits

Capital return for the year
Dividend paid

Capital return transferred from reserves

Revenue return before taxation
Taxation

Revenue return for the year

! Dividend

The Board is recommending a final dividend on the Crdinary
Shares of 1.0p per share (2007: final nil; interirm 5.0p).

! Merger and Share Capital

A Prospectus {0 raise up to £10 million by way of a Linked Offer
for Subscription in the Ordinary Shares of Foresight VCT,
Foresight 2, Foresight 3 and Foresight 4 was published on

22 January 2008. The Offer closed on 30 April 2008, having
raised gross proceeds of £1,879,376 for the Company. The
Company issued 3,102,896 shares al prices ranging from 61.0p
to 72.0p per share, :

0On 17 October 2008, the Company published a new top-up
offer document to raise up to the staring value of €2.5 million
through the issue of new QOrdinary Shares. During 2008, 436,899
shares werg issued under this offer.

Under the terms of the dividend investment scheme, a tota! of
209,325 Qrdinary Shares {2007: 45,663 Ordinary Shares) were

| Directors

Year ended

31 December
2008

£'000

Ordinary Shares

{6,685
{2,282)

{8,970}

198

198

Year ended

31 December
2007

£'000

Ordinary Shares

{8.946)
(702)

{9.648)

{64)

{64)

allotted during the year for a total consideration of £127,793
{2007: £36,542).

During the year, the Company purchased for cancellation
1,396,461 of its own Ordinary Shares (2007; 3,150,000 Ordinary
Shares).

At 31 December 2008 the Company had 46,375,780 Ordinary
Shares in issue.

| CREST

The Company entered CREST, a paperless settlement system,
on 27 Septermber 2001. CREST is a voluntary system and those
Shareholders who wish to retain their certificates may do so.
Shareholders should be aware of the fact that a disposal of their
Ordinary Shares before the fifth anniversary {third anniversary if
bought between 6 April 2004 and 5 April 2006) of their allotment
may lead to a loss of tax relief obtained by their invastment in the
Company.

The Directors who held office at the end of the year and their interests in the issued Ordinary Shares of 1p each of the Company

were as follows:

Peter Dicks
Antony Diment
Gordon Humphries
Bernard Fairman

31 Decermnber 1 January
2008 2008
Ordinary QOrdinary
Shares Shares
91,283 91,283
54,128 54,128

6,204 6,204
714,113 714,113

There have been no changes in the Directors' share interests between the end of the year and the date of this report.

In accardance with the Articles of Association and the requirements of the Combined Code, Mr Dicks, Dr Diment and Mr Fairman
retire through rotation and, being eligible, oifer themselves for re-glection. Biographical notes on the Directors are given on page 11.
The Board befieves that Mr Dicks’, Dr Diment's and Mr Fairman's balance of skills, experience anc knowledge continue to
complement those of the remaining Director and add value to the Company and recommends their re-election to the Board.

MNone of the Directors has a contract of service with the Company.

With the exception of Bemard Fairman, no Director has an interest in any contract to which the Company is a party. Bemard Fairman
is managing partner of Foresight Group, which acts as investment manager to the Company in respect of its venture capital
investrments and which eamed fees of £600,496 during the year {2007 £833,907). Foresight Fund Managers Lirnited, Company
Secretary, received fees of £87,965 (2007: £58,751) during the year. Foresight Group is also a party to the performance incentive

agreement described in Note 14 to the financial staternents.
Nigel Horne resigned on 9 January 2008.




Directors’ Report

| Management

Foresight Group is the Investrnent Manager of the Company and
provides management and other administrative services.

Since the end of the year, the Remuneration Committes has
reviewed the appropriateness of the Manager's appointment. In
carrying out its review, the Remuneration Committee congidered
the investment performance of the Company and the ability of
the Manager to produce satisfactory investment performance in
the future. It also considered the langth of the notice period of
the investment management contract and fees payabls to the
Manager, together with the standard of other services provided
which include Company Secretarial services. Following this
raview, it is the Directors’ opinion that the continuing
appointment of the Manager on the terms agreed is in the
interests of Shareholders as a whole.

Foresight Fund Managers Limited is the Secretary of the
Company, The principal terms of the investment management
and secretarial services agreement are set out in Note 3 of the
accounts,

| VCT status monitoring

Martineau advise Foresight VCT on compliance with legislative
requirements relating to VCTs. Martineau review investment
activity as appropriate and cany out regular reviews of Foresight
VCT's investment portfclio, Martineau work closely with Foresight
Fund Managers Ltd, but repart directly to the Board.

I Substantial shareholdings

So far as the Directors are aware, there were no individual
shareholdings representing 3% or more of the Company's issued
share capital at the date of this report.

| Financial instruments

Details of all financial instruments used by the Company during
the year are given in Note 15 1o the financial statements.

| Purchase of own shares

it is the Company's policy 1o consider repurchasing shares when
they become available in order to provide liquidity for the
Company's shares.

I Policy of paying creditors

The Company does not subscribe to a particular code but
follows a policy whereby suppliers are paid by the due date and
investment purchases are settled in accordance with the stated
terms. At the year and trade creditors represented an average
credit period of 37 days.

| Directors and officers liability insurance

The Company maintaing a Directors and Officers liability
insurance policy.

1 Annual General Meeting

A formal notice convening the Annual General Mesting on
18 May 2009 can be found on page 39. In addition to the
general businass, the following special business will be
proposed:

Resolution 7

Resolution 7 will authorise the Directors to allot relevant
securities generally, in accordance with Section B0 of the Act, up
to a neminal amount of £250,000. The authority and power
conferred by Resolution 7 will expire on the fitth anniversary of
the passing of the resclution.
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Resolution 8

Resolution 8 will sanction, in a Emited manner, the disapplication
of Section 89 in respect of the authorised but unissued share
capital of the Company (not yet commitied) and will give the
Directors power to (j) allot equity securities with an aggregate
nominal valug of any amount up to but not exceeding 10% of
the issued share capital of the Company wham the proceeds of
such issue may in part be used to purchase the Company’s
Ordinary Shares in the market, and (i} allot equity securities
generally from time to time with an aggregate nominal value of
any amount up to but less than 5% of the issued Ordinary Share
capital of the Company.

Resolution 9

It is proposed by Resolution 9 that the Directors be given
authority to make market purchases of the Company's own
shares, Under this authority the Directors may purchase shares
with an aggregate nominal amount up to but not exceeding
14,99% of the Company's issued Ordinary Share capital, When
buying shares, the Directors cannot pay a price per share which
Is more than 105% of the average of the middle market
quetations for an Qrdinary Share taken from the London Stock
Exchange daily official list of the five business days immediately
before the day on which shares are purchased. This authority wil
expire at the conclusion of the Annual General Meeting to be
held in 2010.

Whilst generally the Company does not expect shareholders will
want to sell their shares within three vears of acquiring them {or
five years where they have been issued after § April 2006)
because this may lead to a loss of tax relief, the Directors
anticipate that from time to time a shareholder may need to sell
shares within this period, Front end VCT come tax relief is only
obtainable by an invesior who makes an investment in the new
shares issued by the Company. This means that an investor may
be willing to pay more for new shares issued by the Company
than he would pay to buy shares from an existing shareholder.
Therefore, in the interest of shareholders who may need to sell
shares from time to tima, the Company proposes to give the
Directors the autharity to do this for the banefit of new as well as
existing shareholders. This authority, when coupled with the
ability to issue new shares for the purposes of financing a
purchase of shares in the market, enables Directors to purchase
shares from a shareholder and effectively to sell on those shares
through the Company to a new investor with the potential benefit
of full VCT tax relief. In making purchases the Gomparny will deal
only with member firms of the London Stock Exchange at a
discount to the then prevailing net asset value per share of the
Company's shares to ensure that existing shareholders are

net disadvantaged.

1Audit Information

Pursuant to $2342A {2) of the Companies Act 1985, each of the
Directors confirms that {a) so far as they are aware, there is no
relevant audit information of which the Company's auditors are
unaware; and (b) they have taken all steps they cught to have
takan to make themseives aware of any relevant audit
information and tc establish that the CGompany’s auditors are
aware of such information.
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| Section 992 of the Companies Act

The following disclosures are made in accordance with Section
992 of the Companies Act 2006,

Capital Structure

The Company has an authorised Ordinary Share capital of
70,000,000 shares of 1p each of which 46,375,790 werg in
issue at the year end.

Voting Rights in the Company's shares

Details of the voting rights in the Company’s shares at the date
of this report are given in Note 6 in the Notice of Annual General
Meeting on page 40.

Notifiable Interests in the Company's voting rights

At the date of this raport no notifiable interasts had been
declared in the Company's voting rights.

| Auditors

In accordance with Section 384 of the Companies Act 1985, a
resolution to reappoint Ernst & Young LLP as the Company's
auditors will be put 10 the forthcoming Annual General Masting.

By order of the Board
Foresight Fund Managers Limited
Company Secretary
21 April 2009
-
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Directors’ Remuneration Report

I Introduction

This report is submitted in accordance with the Directors’
Rermuneration Report Regulations 2002 in respect of the year
ended 31 December 2008.

| Consideration by the Directors of Matters relating to
Directors’ Remuneration

The Remuneration Committee comprises three Diractors: Antony
Diment {Chairman), Peter Dicks and Gordon Humphries.

The Remuneration Committes has responsibility for eviewing the
rernuneration of the Directors and meets as and when
necessary. The Remuneration Committee members have access
to independent advice whera they consider it appropriate. During
the year neither the Board nor the Remuneration Committee has
been provided with advice or services by any person In respect
of its consideration of the Directors’ remuneration.

The remuneration policy set by the Board is described below.
individual remuneraticn packages are determined by the
Remuneration Committee within the framework of this policy. No
Director is Involved in deciding their own remuneration.

| Remuneration policy

The Board's policy is that the remuneration of non-executive
Directors should reflect time spent and the responsitilities borna
by the Directors on the Company's affairs and should be
sufficient to enable candidates of high calibre to be recruited.
The levels of Directors’ fees paid by the Company for the year
anded 31 December 2008 were agreed during the year.

It is considered appropriate that no aspect of Directors'
remuneration should be perfarmance related in light of the
Directors’ non-executive status, and Directors are not eligible for
bonuses or other benefits.

The Company's policy is to pay the Directors quarterly in arrears,
to the Directors personally or to a third party as requested by
any Director.
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It is the intention of the Board that the ebove remuneration policy
will continue to apply in the forthcoming financial year and
subsequent years.

| Service contracts

None of the Directors has a service contract and a Director may
resign at any time by notice in writing to the Board. There are no
set minimum notice periods but all Directors are subject to
retirerment by rotation. No compensation is payable to Directors
on leaving office. As the Directors are not appainted for a fixed
length of time there is no unexpired term to their appointrment.
However, the Directars will netire by rotation as follows:

P Dicks AGM 2009
A Diment AGM 2009
B Fairman AGM 2009
G Humphries AGM 2010

1 Total sharehoider return

The following graph charts the total sharsholder retum to

31 Dacember 2008, on the hypothetical value of £100. The
return is compared to the total shareholder return on a notional
investment of £100 in the FTSE TechMark Index, which is
considered by the Board an appropriate index against which to
measure the Company’s performance.

1 Details of Individual emoluments and compensation

The emoluments in respect of qualifying services and
compensation of sach person who served as a Director during
the year were as shown on page 20. No Director has waived or
agreed to waive any emoluments from the Company in either the
current year or previous period.

Ng other remuneration was paid or payatle by the Company
during the current year or previous period nor were any
expenses claimed or paid to them other than for expenses
incurred wholly, necessarily and exclusively in furtherance of thelr
duties as Directors of the Company.

Director liability insurance is held by the Gompany in respect of
the Directors.
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Only the information below has been audited. See the Independent Auditors’ Report on page 22.

Directors’ fees [£) Directors’ fees (£}

year ended year ended

31 December 2008 31 December 2007

Peter Dicks 25,000 25,000
Antony Diment* 19,500 19,500
Gordon Humphrias 18,250 14,382
Nigel Horne (resigned 9 January 2008) 4 16,250
David Royds {resigned 16 January 2007) —_ 615
Roger Blaars* {resigned 16 January 2007) - 613
Total 63,241 78,362

* Amounts paid and payable to third parties.

Bernard Fairman, a partner in the Company's Manager, Foresight Group, does not receive Directors' fees.
The Directors are not eligible for pension benefits, share options or long-term incentive schemes.

1 Approval of report

An ondinary resclution for the approval of this Directors’ Remuneration Report will be put to shareholders a1 the forthcoming Annual
General Meeting.

This Directors’ Remuneration Report was approved by the Board on 21 April 2009 and is signed on its behalf by Antony Diment
(Director).

On behalf of the Board
Antony Diment

Director
21 April 2009

/M
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Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Directors’ Report
and the financial statements, in accordance with applicable
United Kingdom law and United Kingdom Generally Accepted
Accounting Practice.

Cormpany law requires the Dirsctors to prepare financial
statements for each financial year which give a true and fair view
of the state of affairs of the Company and of its profit or loss for
that period.

In preparing thess financial staternents, the Directors arg
required to:

— select suitable accounting policies and then apply them
consistently;

— make judgements and estimates that are reasonable and
prudent; and

— state whether applicabte accounting standards have been
folowed, subject to any material departures disclosed and
explained in the financial statements.

The Directors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure
that its financial staternents comply with the Companies Act
1985, They are also responsible for safeguarding the assets of
the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other imegularities,

Under applicable law and regulations, the Directors are also
rasponsible for preparing a Directors’ Report (including Business
Review), Directors’ Remunseration Report and Comporate

Governance Statement that comply with that law and those
regulations.

The Directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company’s website. Legislation in the UK governing the
preparation and dissermination of financiat statements may differ
from legistation in other jurisdictions,

The Financial Staternents are published on
www.foresightgroup,eu & website maintained by Foresight
Group. The maintenance and integrity of the website is, so far as
it relates to the Company, the responsibifity of Foresight Group.
The work carried out by the auditors does not involve
consideration of the maintenance and integrity of this website
and, accordingly, the auditors accept no responsibility for any
changes that have occurred to the accounts since they were
initially presented on the website. Visitors to the wabsite need to
be aware that legisiation in the United Kingdom governing the
preparation and dissemination of the accounts may differ from
legislation in other jurisdictions.

Responsibility Statement of the Directors in respect of the

Annual Financial Report

We confirm that to the best of our knowledge:

— the financial statements, prepared in accordance with the applicable set of accounting standards, give a true and fair view of the
assets, liabilities, financial position and profit or loss of the Company; and

-— the Directors’ Report includes a fair review of the development and performancs of the business and the position of the issuer
together with a description of the principal risks and uncertainties that they face.

On behalf of t

Peter Dick:
Chaimnan
21 April 2009
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Independent Auditors’ Report

to the members of Foresight VCT plc

We have audited the financial statements of Foresight VCT plc
for the year anded 31 December 2008 which comprise the Profit
& Loss Account, the Reconciliation of Movements in
Shareholders’ Funds, the Balance Sheet, the Cash Flow
Statement and the related Notes 1 to 18. These financial
staternents have been prepared under the accounting policies
set out therein, We have also audited the information in the
Girectors’ Remuneration Report that is described as having been
audited.

This report is made solely to the Company’s members, as a
body, in accordance with Section 235 of the Companies Act
1985, Cur audit work has been underiaken so that we might
state to the Company's members those matters we are required
to state to them in an auditors’ report and for ne other purpose.
To the fuliest extent permitted by law, we do not accept or
assume responsibifity to anyone other than the Company and
the Company's members, as a body, for our audit work, for this
repert, or for the opinions we have formed.

| Respective responsibilities of Directors and auditors

The Directors responsibilities for preparing the Annual Report,
the Directors’ Remuneration Report and the financial statements
in accordance with applicable United Kingdom law and
Accounting Standards {United Kingdom Generally Accepted
Accounting Practice) are set out in the statement of Directors’
Responsibilities.

Qur responsibility is to audit the financial statements and the part
of the Directors' Remuneration Report to be audited in
accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).

Wa report to you our opinion as to whether the financial
statements give a true and fair view, whether the financial
statements and the part of the Directors’ Remuneration Report
to be audited have been properly prepared in accordance with
the Companies Act 1985 and whether the information given in
the Directors' Report is consistent with the financial statements.

W alsc report to you if, in our opinion, the Company has not
kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if
information specified by law regarding Directors’ ramuneration
and other transactions is not disclosed.

We review whether the Corporate Governance statement reflects
the Company's compliance with the nina provisions of the 2006
Combined Coda specified for our review by the Listing Rules of
the Financial Services Authority, and we report if it does nat. We
are not required to consider whether the Board's staterments on
internal control cover all risks and controls, or form an opinion on
effectiveness of the Company's corparate governance
pracedures or its risk and control procedures.

We read other information contained in the Annual Report and
considar whether it i consistent with the audited financial
statements. The other information comprises the Corporate
Poiicy and Financial Highlights, Chairman's Statement,
Investment Summary, Board of Directors, Corporate
Governance, Directors’ Report, unaudited part of the Directors’
Remuneration Report, Shareholder Information and Notice of
Annual General Meeting. We consider the implications for our
report if we become aware of any apparent misstatements or
material inconsistencies with the financial staterents. Qur
responsibilities do not extend to any other information.

| Basis of audit opinion

We conducted our audit in accordance with Intamational
Standards on Auditing (UK and freland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis,
of evidance relevant to the amounts and disclosures in the
finzncial statements and the part of the Directors’ Remuneration
Report to be audited. It also includes an assessment of the
significant estimates and judgements made by the Directors in
the praparation of the financial staternents, and of whather the
accounting palicies are appropriate to the Company's
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the financial statements and the part of the
Directors’ Remuneration Report to be audited are free from
material misstatement, whether caused by fraud or other
imegularity or error. Iny forrming our opinion we also evaluated the
overall adequacy of the presentation of information in the
financial staternents and the pant of the Directors’ Remuneration
Report to be audited.

| Opinion

In our opinion:

& the financial statemnents give a true and fair view, in
accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company's affairs as
at 31 December 2008 and of its loss for the year then
ended;

& the financial staterments and the part of the Directors’
Remuneration Report to be audited have been properdy
prepared in accordance with the Companies Act 1985; and

o the information given in the Directors’ Repont is consistent

st & Youny LI L’ *
Registersd auditor

London
22 April 2009
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Profit and Loss Account
for the year ended 31 December 2008
Year to Year to
31 December 2008 31 December 2007
Revenue Capital Tota) Revenue Capital Total
Notes £'000 £'000 £'000 £'000 £000 £'000
Unrealised losses on
investments <] - {6,332) (6,332) — {10,176} {10,176)
{Losses)/gains on investments 9 -_ {487} (487) — 1,855 1,855
Incormne 2 450 — 480 527 —_ 527
Investment managemant {ges 3 44 131 175 (209} (625) (834)
Other expenses 4 (336) _ {336) (382) - (382)
Profit/(loss} on ordinary
activities before taxation 198 {6,688) (6,490) (64} (8/946) {8,010
Tax on ordinary activities 6 -_— —_ —_ — _— _—
Profit/(loss) for the year 198 {6,688) (6,490) B4} (8.846) {9.010)
Earnings per share 8 0.4p (14.5)p {14.1)p 0.1)p (19.8)p {(19.9p

All items in the above statement derive frorn continuing operations. The total column represents the Company's profit and loss

account. The supplementary revenue and capital columns are presented for information purposes as recommended by the Guidance

note issued by the Association of lnvestment Companies.
Therae are no other gains or losses in the year.

The notes on pages 27 to 37 form part of these financial statements.




Foresight VCT plc
24

Reconciliation of Movement in Shareholders’ Funds
for the year ended 31 December 2008

Cafled-up Share Special Capital
share premium  distributable Capital Distributable redemption
capital account reserve reserve reserve reserve Total
£'000 £'000 £000 £'000 £'000 £'000 £'000
As at 1 January 2008 440 8,626 19,619 {1,549) (498) — 26,638
Share issues in the pericd ar 2,148 - _ — _ 2,185
Expenses on share issues — (83) — — - —_ {83)
Repurchase of shares {14) —_ {525) — — 14 (525)
Diidend paid —_ — — {2,155) — — {2,155)
Dividend reinvested 1 126 - (127} — _ —_
Net realised losses on
investments — — — 487} — — (487
Net decrease in the value
of investments _ —_ — (6,332} — — {6.332)
Capitalised management fees — —_ 131 {131} - _ _—
Managemant fees charged
10 capital — — — 13 — — 131
Return for the year - — — — 198 - 188
As at 31 December 2008 454 10,817 19,225 {10,650} {300) 14 19,570
Called-up Share Special Capital
share premium  distributable Capital Distributable redemption
capital account reserve reserve reserve reserve Total
£'000 £'000 £'000 £'000 £'000 £'000 £000
As at 1 January 2007 498 7.014 23,786 8,099 2,740) — 36,657
Share issues in the period 20 1,612 — — — — 1,632
Deferred shares written off (46) — 46 —_ —_ —_ —_—
Repurchase of shares {32) —_ (1,907) — — —_ {1,939
Wirite off to special reserva —_ — (2,308) - 2,306 —_ _
Dividend paid —_ — — {702} — — {702}
Net realised gains on
investments —_ —_ — 1,855 —_ —_ 1,855
Net decrease in the value
of investments - — — (10,176) — — {10,176)
Management fees charged
to capital — — — 625) — — (625)
Loss for the year — — — — 64) — (B4}
As at 31 December 2007 440 8,626 19,619 (1,549) (498} —_ 26,638




Balance Sheet
at 31 December 2008

Notes
Non-current assets
Assets held at fair value through profit or loss — investments 9

Current assets

Debtors 10
Mongy market and other investments

Cash

Creditors: amounis falling due within one year 11
Not current assets

Net assets

Capitat and reserves

Called-up share capital 12
Share prernium account

Special distributable reserve

Capital reserve

Distributable reserve

Capital redemption reserve

Equity shareholders' funds

Net asset value per share 13
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31 December 2008 31 December 2007

£'000 £'000 £'000 £'000
15,512 20,776
1,423 782
2,750 5,220
94 41
4,267 6,043
(209) (181)
4,058 5,862
19,570 26,638
464 440
10817 8,626
16,225 19,619
{10,650) (1.549)
{300) {498)
14 —
19,570 26,638
42.2p 80.5p

The financial statements were approved by the Directors and authorised for issue on 21 April 2009 and are signed on their behalf by:

—
Peoter Dicks .
Chairman

The notes on pages 27 to 37 form part of thase financial statements.
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Cash Flow Statement
for the year ended 31 December 2008

Cash flow from operating activities
Investment income received

Deposit and similar interest received
Investment management fees pald
Secretarial fees paid

QOther cash payments

Net cash outflow from operating activities and returns on investment

Taxation

Returns on investment and servicing of finance

Purchase of unquoted investments and investments
quoted on AiM

Net proceeds on sale of unquotad investments

Net proceeds on sale of quoted investments

Net capital {outflow)/inflow from financial investment
Equity dividends paid

Management of liquid resources
Maovernent in money market and other deposits

Financing

Proceeds of fund raisings
Expenses of fund raisings
Dividends reinvested
Repurchase of own shares

Increase in cash

Reconciliation of net cash flow to movement in net cash
Increasa in cash for the year
Net cash at start of year

Net cash at end of year

Reconciliation of net income to net cash flow from operating activities
Total deficit before taxation

Unrealised losses on investments

Realised losses/{gains} on investments

Increase/(decrease) in creditors

{Increase)/decrease in debtors

Net cash outfiow from operating activities

Analysis of changes in net dett
At

1 January
£'000
Cash at 1 January 2008 41

The notes on pages 27 to 37 form part of the financial statements.

Year to

31 December
2008

£'000

213
248
272)
59)
{252)

(122)

(2,827)

133
1,190

(1,504}

(2,282}

2,470
2,470
1,956

72)

127
{520)

1,491

4

{5,490}
6,332
487
13

(122)

Cash
£'000

Year to

31 December
2007

£'000

220
278
(886)

(59)
(555)

(984)

(1.618)

5,114
1,030

4,528
(702)

{2,626)

{2,626)

1,925
(293)

(1,839)

(207)

-~

a1

(9.010)

10,176

{1,855)
(496}
201

{984)

At
31 December
£'000

94
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Notes to the Accounts

for the year ended 31 December 2008

1

Accounting policies
A summary of the principal accounting policies, all of which have been appiied consistently throughout the year, is set out below:

a) Basis of accounting
The financial statements have been prepared under the Companies Act 1885, and in accondance with United Kingdom Genarally
Accepted Accounting Practice (UK GAAP),

The Company presents its profit and loss account in a three column format to give shareholders additional detall of the
performance of the Company split between iterns of a revenue or capital nature,

b) Assets held at fair value through profit or loss — Investments
Investments are stated at fair value, in accordance with the International Private Equfty and Venture Capital Valuation {IPEVC)
guidelines. Investments are classified as fair value through profit or loss.

Quoted investments are stated on a bid price basis in accordance with FRS 26.

Unquoted investments are stated at fair value by the Directors in accordance with the following rules, which are consistent with
IPEVC guidelines:

1, Investments which have been made in the last 12 months are at cost, unless another methodology gives a better
indication of fair value.

2. lnvestments in companies at an early siage of their development are also valued at cost, unless another methodolegy
gives a better indication of fair value.

3. lnvestments which have been held for more than 12 months and which have gone beyond the stage of their development
in 2 above are valued, in tha absence of overriding factors, using a suitable price—earnings ratio discounted to reflect the
{ack of marketability. Where ovemiding factors apply, alternative methods of valuation will be used. These will include the
application of a material armv's length transaction by an independent third party, cost, cost less provision for impairment,
discounted cash flow, or a nat assat basis.

¢) Income

Dividends receivable on quoted equity sharas are brought into account on the ex dividend date. Dividends receivable on
unquoted equity shares are brought into account when the Company’s rights to receive payment are established and there
is no reasonable doubt that payment will be received.

d} Expenses

All expenses (inclusive of VAT) are accounted for on an accruals hasis. Expenses are charged through the revenue column of
the profit and loss account, with the exception that 75% of the fees payable to Foresight Group are allocated against the capital
column of the profit and loss account,

The transaction costs incurred when purchasing or selling assets are writien off to the profit and loss account in the period
they occur.

e} Taxation

Any tax relief obtained in respect of management fees allocated tc capital is reflected in the capital column of the profit and loss
account and a corrasponding amount is charged against the revenue column. The tax refief is the amount by which corporation
tax payable is reduced as a result of these capital expenses.

f) Financial Instruments

During the course of the year the Company held non-current asset investments, shares in Open Ended Investment Companies,
(“OEIC™) money-market funds and cash balances. The Company holds financial assets that comprise investments in unlisted
companies, qualifying leans, and companies raising new share capital on the Alternative Investment Market. The carrying value
for all financial assets and Eabilities is fair value.

g} Deferred Taxation

Provision is made for corporation tax at the current rates on the excess of taxable income over allowable expenses. In
accordance with FRS 19 *Deferred Tax", a provision is made on all material timing differences arising from the different
treatment of iterns for accounting and tax purposes.

A deferred tax asset is recognised only to the extent that there will be taxable profits in the future against which the asset
can be offset. i is considered toc uncertain that this will occur and, therefore, no deferred tax assst has been recognised.
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2 Income

Year to Year to

31 December 31 December

2008 2007

£'000 £'000

Dividends —_ 115
Money-market funds (OEICs) 210 153
Loan stock interest 225 237
Interest received on VAT refunded 28 —
Bank depesits 18 12
Other 9 10
490 527

The Cirectors are of the opinion that the Company is engaged in a single segment of business and therefore no segmental
raporting is providad.

3 Investment management fees

Year to Year to
31 December 31 December
2008 2007
£'000 £1000

Investment management fees charged to the revenue account
— Gross {including VAT charged in the year) 150 209
— VAT refunded {184) —
{44) 209

Investment management fees charged to the capital account

— Gross {including VAT charged in the year) 450 625
— VAT refunded (581) —
(131) 625
Total management fees (175) 834

Foresight Group advise the Company on investiments in qualifying companies under a&n agreement dated 11 October 1998. The
agreement was for an initial period of five years and thereafter until their appointment is terminated by not less than one year’s
notice in writing to expire at any time after the initial period.

Faresight Group have received an annual management fee of 2% of the net assets of the Company (adjusted to reflect quoted
investments at mid-marke: prices} in the periods 1o 31 December 2008 and will receive 2% annually for subsequent periods.
The annual management fees are calculated and payable quarterly in advance.

At an Extraordinary General Meeting on 15 January 2007, new incentive arrangements for Foresight Group were approved by
shareholders. In summary, Foresight Group will receive an incentive equal to 15% of all distrbutions made to shareholders
following the conversion of shares, in excess of a Total Return of £1 per New Share.

Foresight Group are responsible for external costs such as legal and accounting fees, incurred on transactions that do not
proceed (o completion (“abort expenses”). In line with common practice, Foresight Group retain the right to charge arrangement
and syndication fees and Directors’ or monitoring fees ("deal fees™) to companies in which the Company invests.

Following a decision to treat investment management fees for VCTs as exempt, VAT recovered {£440,000) and recoverable
{£335,000) from HM Revenue & Customs has been included under investment management fees above.
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Other expenses

Accounting and secretarial services including VAT

Directors’ remuneration including employer’s National Insurance contributions
Auditors’ rernuneration including VAT

— audit services

— other services — interim review

— taxation services

Other

The Company has no employees other than the Directors,

Directors’ remuneration

Peter Dicks

Nigel Home {resigned 9 January 2008)

David Royds (resigned 16 January 2007}
Gordon Humphries (appointed 20 January 2007)

Amounts paid and payable to third parties for the services of:
Antory Diment
Roger Blears (resigned 16 January 2007)

Employers’ NIC and VAT on abxove as appropriate

29

Year to Year to
31 December 31 December
2008 2007
£'000 £'000
117 118
70 85

29 31

5 5

[ 3

109 140
336 382
Year to Year to
31 December 31 December
2008 2007
£'006 £'000
25 25

—_ 18

—_ 1

18 14

43 58

20 20

— 1

83 79

7 6

70 B5

No pension scheme contributions or retirement benefit contributions were paid. There are no share option contracts held by the
Directors. Since all the Directors are non-executive, the other disclosures required by the Listing Rules are not applicable.

Further details of Directors’ interests are given on page 16.

Tax on ordinary activities

Analysis of charge in the year

Corporation tax on profits for the year

Total tax for the year

Year to

31 December
2008

£'000

Year to

31 December
2007

£'000
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Tax on ordinary activities (continued)
The differences are explained balow:

Year to Year to

31 December 31 December

2008 2007

£'000 £'000

Loss on ordinary activities before tax (6,490) (9,010)
Loss on ordinary activities multiplied by standard small companies rate of

corporation tax in the UK of 20,75%* (2007: 19.75%) (1,347) {1,780

Effect of:

UK dividends not taxable — (23)

Capital reafised losses/{gains} not taxable 101 (366)

Capital unrealised losses not taxable 1,314 2,010

Surplus management expenses utiised {68) 159

Current tax charge for the period _ —_

No asset or liability has been recognised for deferred tax in relation to capital gains or losses on revaluing investments, The
Company is exermpt from such tax as a result of qualifying as a Venture Capital Trust.

No deferred tax asset has been recognised in the year for surplus management fees. At present it is not envisaged that any tax
will be recovered on these in the foreseeable future. The total armount unprovided for is £638,000 (2007: £714,000).

* During the year the UK Corporation Tax rates increased frorn 20% to 21% effective from 1 April 2008. The effective rate of
20.75% has been calculated based on these rates, pro-rated over the year.

Dividends
Yoar to Year to
31 December 31 Decemnber
2008 2007
£'000 £'000

Ordinary Shares

Interim dividend of 5.0 pence paid for the year ended 31 December 2007 (2006: n/a) 2,282 —
2,282 _

C Shares
Interim dividend of 2.0 pence paid for the year ended 31 December 2006 N/A 702
N/A 702

As a result of the merger on 16 January 2007 the existing Ordinary Shares and C Shares were merged into a new class of
Ordinary Share.

The Board is recommending a final dividend of 1.0p per Ordinary Share for the year ended 31 December 2008, If approved at

the Annual General Meeting, these payments will be made on 29 May 2009. The dividend will have an ex-date of 13 May 2009
and a record date of 156 May 2009. An interim dividend for the year ended 31 December 2007 of 5.0p per Ordinary Share was
paid on 7 March 2008,

Set out below are the total income dividends payable in respect of the financial year, which is the basis on which the
requirements of section 274 of the Income Tax Act 2007 are considered.

Year to Year to

31 December 31 December

2008 2007

£'000 £'000

Income available for distribution by way of dividends for the year 198 {84)
Proposed final dividend for the year ended 31 December 2008 489 —

Dividend cover: the total cost of the proposed final Ordinary Share dividend is £488,000 {2007: £2,282,000). At 31 December
2008 the Company had distributable reserves of £18,825,000. Income of £198,000 was generated in the year available for
dividend distribution.

In accordance with 5.259 of the Income Tax Act 2007, a Venture Capital Trust may not retain more than 15% of its qualifying
income in any one accounting period. The paymeant of the proposed final dividend satisfies this requirement.
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8 Earnings per share
Year to Year to
31 December 31 December
2008 2007
£:000 £'000
Total earnings after taxation {6,490) {9,010
Basic earnings per share (note a) (14.1)p {19.9p
Net revenue from ordinary activities after taxation 198 B4)
Revenue return per share (note b} 0.4p 0.1p
Total capital return after taxation (6,688) (8,946)
Capital return per share (note c) (14.5)p (19.8)p
Weighted average number of shares in issue in the year 48,155,407 45,227,061
Notes:
a) Basic earnings per share is total eamings after taxation divided by the weighted average number of shares in issue.
b} Revenue retum per share is net revenue aiter taxation divided by the weighted average number of shares in issue.
¢} Capital return per share is total capital return after taxation dividad by the weighted average number of sharas in issue.
9 Assets held at fair value through profit or loss — Investments
2008 2007
£000 £'000
Quoted investments at bid-market vauation 3,495 6,059
Unquotsd investments at Directors” valuation 12,017 13.817
15,512 20,776
Listed equity
investments Quoted on AIM Unguoted Total
£'000 £'000 £'000 £'000
Book cost as at 1 January 2008 233 12,424 16,461 29,118
Unrealised appreciation/(depreciation) 891 {6,589) (2,644} (8,342
Valuation at 1 January 2008 1,124 5,835 13,817 20,776
Purchases at cost — 150 2,677 2,827
Sale proceeds (1182) {f) {133) {1.322)
Realised gains/flosses) 949 (936) {500} 487}
Unrealised losses 891) {1,547) (3,844) 6,282
Valuation at 31 December 2008 _— 3,495 12,17 15,512
Book cost at 31 Decernber 2008 — 11,631 18,505 30,136
Unrealised depreciation —_ {8,136) (5,488) {14,624)
Valuation at 31 December 2008 — 3,485 12,017 15,512

Deferred consideration of £50,000 was also written off during the year.

As permitted by Financial Reporting Standard 9, "Associates and Joint Ventures®, investments are held as part of an investment
portfolio, and their value to the Company is through their marketable value as part of a portfolio of investments, rather than as a
medium through which the Company camies out its business. Therefore, the investments are not considersd to be associated
undertakings,

Where the Cormpany's interest in an investrment is greater than 50% of the investee cornpany’s total equity, specific clauses are
included in the investea company’s anticles of association to prevent the Company from exercising control. Therefore, these
investmants are not considered to be subsidiary undertakings.
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10 Debtors
2008 2007
£'000 £'000
Deferred consideration 80 i
Prepayments 38 13
Accrued interest and dividends 1,325 658
1,423 782
11 Creditors: amounts falling due within one year
2008 2007
£'000 £'000
Trade creditors 139 122
Other tax and social security 6 8
Accruals 64 51
209 181
12  Called-up share capital
2008 2007
£'000 £'000
Authorised:
Qrdinary Shares of 1p each: 70,000,000 {2007: 70,000,000) 700 700
T00 700
Allotted, called up and fully paid:
Ordinary Shares of 1p each: 46,375,790 {2007: 44,023,031} 464 440
464 440
Ordinary
Shares
No.
At 1 January 2008 44,023,031
Allotment of shares 3,749,220
Repurchase of own shares {1,396,461)
At 31 December 2008 48,375,790

The current top-up offer, launched in October 2008, raised gross proceeds of £204,375 as at 31 December 2008 through the

issue of 436,999 ordinary shares at prices ranging between 47.0p and 48.0p per share. The top-up offer is being run in
conjunction with top-up offers for Foresight 2, Foresight 3 and Foresight 4 and is expected o close on 30 April 2009.

The previous linked offer for subscription {January 2008) between Foresight VCT, Foresight 2, Foresight 3 and Foresight 4 and
had raised £7,917,503 when it closed on 30 April 2008. The proceeds of the offer were equally split between the four Foresight

funds with Foresight VCT receiving total gross proceeds of £1,979,376, through the issue of 3,102,896 ordinary shares at prices

ranging between 61.0p and 72.0p per share. These funds enabled your Company to remain an active investor in the cument

market and take advantage of new opportunities.

Additionally, 209,325 shares were issued under the dividend reinvestment scheme at 61.05p per share raising proceeds
of £127,793.

All of these share issues were under the new VCT provisions that commenced on 6 April 2006, namely: 30% upfront income tax

refief which can be retained by qualifying investors if the shares are held for the mirimum five year holding period.

As part of the Company's active buy-back programme, during the year 1,396,461 Ordinary Shares were purchased for
cancelflation at a cost of £525,000.
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12 Called-up share capital {continued)
New Ordinary Ordinary
Shares Shares C Shares
No. No. No.
At 1 January 2007 — 14,791,348 34,976,091
Conversion of Ordinary Shares into C Shares —  {10,177,029) 10,177,029
Conversion of Ordinary Shares inio Deferred Shares and cancelled — (4.614,319) —
- — 45,153,120
Conversion of C Shares to New Crdinary Shares 45,153,120 —  {45,153,120)
Allotments (dividend investment scheme) 45,663 — —_
Allotments (offer for subscription of shares) 1,974,248 — —_
Purchase of own shares (3,150,000} - -
At 31 December 2007 44,023,031 —_ _—

The C Shares Fund was managed separately until the merger with the Crdinary Shares Fund that took place on
16 January 2007,

13  MNet asset value per share — basic and diluted
Basic net asset valus per Ordinary Share is based on net assets of £19,570,000 (2007; £26,638,000} of the Ordinary Shareg fund
at the year end, and on 46,375,790 {2007: 44,023,031} Ordinary Shares, being the number of Ordinary Shares in issue on
that date.

14  Performance-related incentive
Faresight Group is entitled 1o a performance incentive equal in value to 15% of all distributions made to shareholders in excess of a
Total Return of £1 per Ordinary Share. For these purposes the Total Return will always be calculated as the aggregate amount of:
(i} the latest NAV per Ondinary Share, plus {i} an amount of 10.75p being the dividends paid per C Share prior to the Conversion of
Ordinary and C Shares in January 2007; plus (i) all distributions paid per Ordinary Share following the Conversion.

The performance related incentive fee will be satisfied by either a cash payment or an issue of Ordinary Shares to Foresight Group
{or a combination of both) at the Board's discretion. Any Ordinary Shares to be issued to Foresight Group would be calculated by
dividing the amount to be satisfied by the issue of Crdinary Shares by the latest NAV of an Crdinary Share (as reduced by an
amount equal to the relevant distribution to be made). The number of Ordinary Shares to which Foresight Group would be entitied
would be subscribed for at their par value of 1p each.

15  Financial Instrument risk management
The Gompany's financial instruments comprise:

. Equity shares, debt sacurities and fixed interast securities that are held in accordance with the Company’s investment
objective as set out in the Investment Manager’s Review.

[ Cash, liquid resocurces and short-term debtors and creditors that arise directly from the Compary's operations.

Classification of financial instruments
The Company held the following categories of financial instrurments, all of which are included in the balance sheet at fair value, at
31 December 2008:

2008 2007
(Fair value) {Fair valug)
£000 £'000
Assets at fair value through profit and loss
nvestment portfolio 15,512 20,776
Current investments (money market funds} 2,750 5,220
Cash at bank 94 41
18,356 26,037
Loans and receivables
Deferred consideration 60 111
Other debtors 1,383 671
QOther creditors {209) (181)

19,570 26,638
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15

Financial Instrument risk management (continued)

The investment portiolio principally consists of AIM quoted, unquoted investmants and qualifying loan stocks valued at fair
value. AlM quotad invesiments are valued at bid price. Currant investrments are money market funds, discussed under credit
risk management below.

The investment portiolio has a high concentration of risk towards small UK-based companies, the majority being unquoted
sterling denominated equity and loan stock holdings (61.4% of net assets) or quoted on the sterling denominated UK AIM
market (17.9% of net assets).

An analysis of the maturity of the assets of the Company above is provided on the next page. There are no liabilities of
significance to these accounts that mature beyond one month.

An analysis of the Company's assets exposed 1o credit risk is provided in the table below:

2008 2007

£'000 £'000
loan stocks 5,006 3.475
Current investments [money market funds) 2,750 5,220
Deferred consideration 60 111
Other debtors 1,363 B71
Cash at bank o4 41
Totat 9,273 9,518

The main risks arising from the Company's financial instruments are due to fluctuations in market prices and interest rates. The
Board regularly reviews and agrees policies for managing each of these risks and they are summarised below.

The Company has not entered into any derivative transactions. The main risks arising from the Company's financial instruments
are principally interest eate risk and market price risk, These risks are summarised below.

Risk

Interest rate risk
The principal risk is that income from the Company’s interest-bearing securities may be affected by interest rate movements,

Weighted average Weighted average time
Total portfolio interest rate for which rate is fixed
31 December 31 December 31 December 31 December 31 December 31 December
2008 2007 2008 2007 2008 2007
£°000 000 % % Days Days

Short-term fixed interest securities
— exposed to cash flow

interest rate risk 2,750 5,220 5.2 6.2 1 1
Qualitying loan stock
— exposed to fair valua

interast rate risk 2,974 3,273 8.3 3.8 218 252
Qualifying loan stock
— exposed to cash flow

interast rate risk 1,819 202 53 7.4 — _—
Non-qualifying loan stock
— exposed to fair value

intarest rate risk 80 - 4.0 - -_— —

Total exposed to interest
rate risk 7,623 8,695

Quatifying loan stock
— not exposed to interest
rate risk 133 — - — -— —

Total 7,756 8,695
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15  Financial Insbrument risk management (continued)
Weighted average

Total portfolio interest rate
31 December 31 December 31 December 31 December
2008 2007 2008 2007
Maturity analysis: £'000 £'000 % %
— in one year or less 3,319 7.118 3.8 5.6
— in more than one year but
no more than two years 1,875 569 6.5 7.1
— in more than two years but
no more than three years 333 1,008 83 6.2 !
— in more than three years but
ne more than four years - _ - - !
— in more than four years but |
no more than five years 2,229 —_ 6.6 — :
Total 7,756 8,695

During the course of the year the Company also held cash balances. The benchmark rate, which determines the interest
payments received on cash and loan balances held, is the bank base rate which was 2.0% at 31 December 2008 (5.5% at
31 December 2007).

Detailed below is a summary of the financial risks the Company is exposed to:

o [Interest Rate Risk: The Company's fixed interest securities, its equity and non-equity investments and net revenue may be
affected by interest rate movernents. Investments are often in start-up businesses, which are relatively high risk investments
sensitive to interest rate fluctuations. Due to the short time to maturity of some of the Company's fixed rate investments, it
may not be possible to re-invest in assets which provide the same rates as those currently held. The Company’s maximum
exposure to interest rate risk was £7,623,000 at 31 December 2008 (31 December 2007: £8,695,000) as shown earlier in
note 15.

® Credit Risk: Failure by counterparties to deliver securities which the Company has paid for, or pay for securities which the
Company has delivered Is a risk to the company. The Company has exposure to credit risk in respect of the toan stock \
investmants it has mads into investee companies, most of which have no security attached to them, and where they do, such |
security ranks baneath any bank debt that an investee company may owe. The Board manages credit risk in respect of the ‘
current investments and cash by ensuring a spread of such investments in separate rmoney market funds such that none
exceed 15% of the Company's total investment assets. These money market funds are all triple A rated funds, and so cradit
risk is considered to be low. The maximum exposure to credit risk at 31 Decernber 2008 was £4,229,000 (31 December
2007 £6,030,000) based on cash, money market funds and other receivables (amounts due on investments, dividends and
interest).

o Market Price Risk: Market price risk arises from uncertainty about the future prices of financial instruments held in
accordance with the Company’s investment objectives. it represents the potential loss that the Company might suffer through
holding market positions in the face of market movements.

The investments in equity and fixed interest stocks of unquoted, and AIM listed companies the Company holds are thinly
traded and as such the prices are more volatile than those of more widely traded securities. In addition, the ability of the

Company to realise the investments at their carrying value may at times not be possible if there are no wiling purchasers.
The ability of the Company to purchase or sell investments is also constrained by the requirements set down for Venture

Capital Trusts. The potential maximum exposure 1o market price risk is the value of the irvestmeni portfolio as at

31 December 2008: £15,511,685 (31 December 2007: £20,775,787).

¢ Currency Risk: All assets and liabiiities are denominated in stering and therefore there is no currency risk. The Company's
direct maximum exposure to cumency risk is, therefore, £nil. i
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Financial Instrument risk management {continued)

Sensitivity analysis

Equity price sensitivity

The Board believes that the Company's assets are mainly exposed to equity price risk, as the Company is required to hold
most of its assets in the forrn of sterling denominated investments in small companies.

Although part of these assets are quoted on AIM, the majority of these assets are unquoted. All of the investments made by the
Investment Manager in unquected companies, imespactive of the instruments the Company actually holds, (whether shares or
loan stock) carry a full equity risk, even though some of the loan stocks may be secured on assets (as they will be behind any
prior ranking bank debt in the investee compary).

The Board consider that even the loan stocks are *quasi-equity” in nature, as the value of the loan stocks is determined by
reference to the enterprise value of the investee company, such value is considered to ba sensitive {o changes in quoted share
prices, in so far as such changes eventually affect the enterprise value of unquoted companies. The table below shows the
impact on profit and net assets if thers were to be a 15% movement in overall share prices, which might in part ba caused by
changes in interest rate levels, but it is not considered possible to evaluate separately the impact of changes in interest rates
upoen the value of the Company's portfolios of investments in small, unquoted companies.

The sensitivity analysis below assumes that each of these sub categories of investments (shares and loan stocks) held by the
Company produces a movernent overall of 15%, and that the actual pertfolio of investrmants held by the Company is perfactly
correlated to this overall movement in share prices. However, shareholders should note that this level of correlation is unlikely to
be the case in reality.

2008 2007

£'000 £'000

Profit and Profit and

net assets net assets

If overall share prices fell by 15%, with all other variables held constant -— dacrease {2,327} (3,118)
Decrease in earnings, and net asset value, per Ordinary Share (in pence} {5.02)p (7.08)p

2008 2007

£000 £'000

Profit and Profit ang

net assets net assets

It overall share prices increase by 15%, with all other variables held constant — increases 2,327 3,118
Increasa in earnings, and net asset value, per Ordinary Share {in pence) 5.02p 7.08p

The impact of a change of 15% has been selected as this is considered reasonable given the current level of volatility observed
both on a historical basis and market expectations for future movement. The range in equity prices is considered reasonable
given the historic changes that have been observed.
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Financial instrument risk management {continued)

Interest rate sensitivity

Although the Company holds investments in loan stocks that pay interest, the Board does not believe that the value of these
instruments are interest rate sensitive. This is because the Board does not consider that the impact of interest rate changes
materially affects the value of the portfolio in isolation, other than the consequent impact that interest rate changes have upon
movements in share prices, discussed under equity price risk above. However, as the Company has 39% of its net assets in
loan stocks and money market funds, the table below shows the sensitivity of income eamed to changes in interest rates.

2008 2007

£'000 £'000

Profit and Profit and

net assets net assets

If interest rates were 1% lower, with all other variables held constant — decrease (19) (43
Decrease in eamings, and net asset value, per Ordinary Share {in pence) (0.04)p {0.10)p

If interest rates were 1% higher, with all ather variables held constant — increase 19 43
Increase in sarnings, and net asset value, per Ordinary Share {in pance) 0.04p 0.10p

Management of Capital

The Company's objectives when managing capital ase to safeguard the Company’s ability to continue as a going concern, so
that it can continue to provide returns for shareholders and to provide an adequate return to shareholders by allocating its
capital to assets commensurately with the level of rigk.

By its nature, the Company has an amount of capital, at least 70% (as measured under the tax legislation} of which is, must be
and remain, invested in the relatively high risk asset class of small UK companies within three years of that capital being
subscribed. The Company accordingly has limited scope to manage its capital structure in the light of changes in economic
conditions and the risk characteristics of the underlying assets. Subject to this overall constraint upon changing the capital
structure, the Group may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares,
or sell assets if 80 required to maintain a level of liquidity to remain a going concern.

Although, as the Investment Policy implies, the Board would consider levels of gearing, there are no current plans 10 do so. It
regards the net assets of the Company as the Company's capital, as the level of liabilities are small and the management of
themn is not directly related to managing the return to shareholders. There has been no change in this approach from the
previous year.

Financial Liabilities and Borrowing Facilities
The Company had no committad borrowing facilities, Babilities or guarantees at 31 December 2008 or 31 December 2007,

Fair Values
The fair value of the Company’s financial assets and liabiities at 31 December 2008 and 31 December 2007 are not different
fromn their carrying values,

Related party transactions
Foresight Group LLF, and Foresight Fund Managers Limited are considerad to be Related Parties of the Company. Details of
arrangements with these parties are given in the Directors’ Report and Note 3.

At the balance sheet date, there was £nii (2007: £nil) due to Foresight Group LLP and £28,750 (2007: £nil due to Foresight
Fund Managers Lirnited. No amounts have been written off in the year in respect of debts due to or fom the refated parties.

Post-balance sheet event
As a result of the top-up offer launched in Novemnber 2008, 2,964,070 Ordinary Shares were allotted at prices ranging from
44.0p to 48.0p per share between 1 January 2009 and 21 April 2008, the |ates! practicable date prior to signing the accounts.




Foresight VCT plc
38

Shareholder Information

Dividends

Shareholders who wish to have dividends paid directly into their bank account rather than by cheque to their registered address can
complete a Mandate Form for this purpose. Mandates can be obtained by telephoning the Company’s registrar, Computershare
Investor Services PLC (see back cover for details).

Share price

The Company's Ordinary Shares are listed on the London Stock Exchange. The mid-price of the Company's Ordinary Shares is given
daily in the Financial Times in the Investment Companies section of the London Share Service. Share price information can also be
obtained from many financial websites.

Notification of change of address

Communications with shareholders are mailed to the registered address held on the share register. In the event of a change of address
or other amendment this should be notified to the Company's registrar, Computershare Investor Services PLC, under the signaturs of
the registered holder.

Trading shares
The Company’s Ordinary Shares can be bought and sold in the same way as any other quoted company on the London Stock
Exchange via a stockbroker. The primary market maker for Foresight VCT plc is currently Matrix Corporate Capital.

Investment in VCTs should be seen as a long-term investment and Shareholders selling their shares within three years of original
purchase (five years post-6 April 2006) may lose any tax reliefs claimed. Investors who are in any doubt about selling their shares
should consult their independent financial adviser.

Please call Foresight Group {see detalls below) if you or your adviser have any questions about this process.

Indicative financial calendar

April 2009 Announcement of preliminary results for the year ended 31 December 2008
April 2009 Posting of the Annual Report for the year ended 31 December 2008

May 2009 Annual General Meeting

August 2009  Announcement of Interim Resuits for the six months ending 30 June 2009

Open invitation to meet the Investment Manager
As part of our investor communications policy, shareholders can arrange a mutually convenient time to come and meet the Company's
investment management team at Foresight Group. If you are interested please call Foresight Group {see details below).

Enquiries
Please contact Foresight Group for any queries regarding Foresight VCT plc:

Telephone: 01732 471800

Fax; 01732 471810
g-mai: Info@foresightgroup.eu
website: www.foresightgroup.eu

Foresight VCT pie is managed by Foresight Group LLP, which is authorised and regulated by the Financial Services Authority, Past
performance is not necessarily a guide to future performanca. Stock markets and currency movements may cause the value of the
investments and the income from them to fall as well as rise and investors may not get back the amount they originally invested. Where
investments are made in unguoted securities and smaller companies, their potential volatility may increase the risk to the value of, and
the incoms from, the investment.
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Notice of Annual General Meeting

Notice is hereby given that the Annual General Meeting of Foresight VCT plc wilt be held on 18 May 2009 at 2.00 pm at the offices of
Closed Loop Recycling, 16 Choats Road, Dagenham, Essex, RMS 6LF for the purposes of considering and, if thought fit, passing the
following resolutions, which in the case of resolutions 1 to 6 will ba proposed as ordinary resolutions:

Ordinary Business
Resolution 1 To receive the financial statements for the year ended 31 December 2008 together with the reports of the Directors
and Auditors thereon,

Resclution2  To approve the Directors’ Remuneration Report.

Resolution 3 To reappoint Ernst & Young LLP as Auditors and to autharise the Directors to determine the Auditors’ remuneration.
Resolution 4 To re-slect Peter Dicks as a Director of the Compary.

Resclution 5 To re-elect Antony Diment as a Director of the Company,

Resalution 8 To re-elect Bernard Fairman as a Director of the Company.

Special Business

Rasolution 7 The Directors be and are hereby authorised to axercise all of the powers of the Company to allot relevant securities
{which expression shall have the meaning ascribed to it in Section 80 of the Companies Act 1985 {*the Act”)) up to an
aggregate nominal value of £250,000 provided that this authority shall expire on the fifth anniversary of the data of the
passing of this resolution unless renewed, varied or revoked by the Company in general meeting (except that the
Company may, before such expiry, make offers or agreements which would or might require equity securities to be
allotted after such expiry and notwithstanding such expiry the Directors may allot equity securities in pursuance of
such offers or agresments).

Resolution 8 The Directors be and are hereby empowered pursuant to Section 95{1} of the Act 1o allot or make offers or
agreements to allot equity securities (which expression shall have the meaning ascribed to it in Section 94(2} of the

Act} for cash pursuant 1o the authority given in accordance with Secticn 80 of the Act by Resolution 7 set out in this

notice of Annual General Meeting as if section 89{1} of the Act did not apply to such allotment provided that this power

shall expire on the date falling 15 months after the date of the passing of this resolution and provided further that this
power shall be limited to the allotment and issue of equity securities in connection with:

0] the allotment of equity securities with an aggregate nominal value of up to but not exceeding 10% of
the issued ordinary share capital where the proceeds of the allotment are to be used in whole or in
part to purchase the Company’s Ordinary Shares in the market; and

(D] the allotment of equity securities from tirne to time with an aggregate norminal value of up to but not
exceeding 5% of the issued Ordinary Share capital of the Company.

Resclution 8 The Company be empowered to make market purchases {within the meaning of Section 163 of the Act) of its own

Ordinary Shares provided that:

® the aggregate nominal amount of the ordinary shares tc be purchased shall not exceed 14.99% of the
issued Crdinary Share capital;

iy the minimum price which may be paid for Ordinary Shares is 1 pence per share;

(iii} the maximum price which may be paid for Ordinary Shares is an amount equal to 105% of the

average of the middle market quotation for Ordinary Shares taken from the London Stock Exchangs
daily official list for the five business days immediataly preceding the day on which the Ordinary Shares

are purchased;
) the authority conferred by this resolution shall expire on the conclusion of the Annual Genaeral Meeting
of the Company to be held in the year 2010 unless such authority is renewed prior to such time; and
] the Company may make a contract to purchase Ordinary Shares under the authority conferred by this

resolution pricr to the expiry of such authority which will or rmay be executed wholly or partly after the
expiration of such authority and may make a purchase of Ordinary Shares pursuant to such contract.

By order of the Board ECA Court
South Park

Foresight Fund Managers Limited Sevenoaks

Mo S \
Company Secretary h)r és; 'Y' g-hol AA E LW\dto‘ TN13 10U

-

21 April 2009
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Notice of Annual General Meeting

Notes:

1.
2

10.
.

No Diractor has a senvice contract or appointment lettar with the Company.

To be entitled to attend and vote at the meeting (and for the purposes of the determination by the Company of the votes they may
cast}, members must be registered in the Register of Members of the Gompany at 2.00 pm on 16 May 2009 (or, in the event of
any adjournment, 9.30 am on the date which ts two days before the time of the adjourned meeting). Changes to the Register of
Members of the Company after the refevant deadline shall be disregarded in determining the rights of any person to attend and
vote at the meeting.

A member entitled to attend and vote at the meeting is entitled to appoint a proxy or proxies to attend, speak and vote on his
or her behalf. A proxy need not also be a member but must attend the meeting to represent you, Details of how to appoint the
chairman of the meeting or anocther person as your proxy using the form of proxy are set out in the notes on the form of proxy
which is enclosed. If you wish your proxy to speak on your behalf at the meeting, you will need to appoint your own choice of
proxy [not the chairman) and give your instructions directly to thermn.

You may appoint mora than ona proxy, provided each proxy Is appointed to exercise rights attached to different shares. You may
not appoint more than one proxy to exercise rights attached to any one share. To appoint more than one proxy, {an) additional
form(s) of proxy may be obtained by contacting Computershare Investor Services PLC on 0870 703 6385. Please indicate in the
box next to the proxy holder's name the number of shares in relation to which they are authorised to act as your proxy. Please also
indicate by ticking the box provided if the proxy instruction is one of multiple instructions being given, All forms must be signed and
returned together in the same envelope.

A reply-paid form of proxy is enclosed with this document. To be valid, it should be lodged with the Company’s registrar,
Computershare Investor Services PLC, The Pavilions, Bridgwater Road, Bristol, BS99 62Y, so as to be received not later than
2.00 pm on 16 May 2009 or 48 hours before the time appeinted for any adjourned meeting or, in the case of a poll taken
subsequently to the date of the meeting or adjourned meeting, s0 as to be received no later than 24 hours before the time
appointed for taking the poll (in each case, excluding weekends and bank holidays).

As at 21 Aprit 2009 (being the last business day prior to the publication of this notice), the Company's issued share capita) was
48,902,861 Ordinary Shares, carrying one vote each, Therefore, the total voting rights in the Company as at 21 April 2009 were
48,902,861 Ordinary Shares.

Any person 1o whom this notice is sent who is a person nominated under section 146 of the Companias Act 2006 to enjoy
information rights (a “Nominated Person”) may, under an agreement between him/her and the member by whom he/she was
nominated, have a right to be appointed {or to have somecne eise appointed) as a proxy for the meeting. If a Nominated Person
has no such proxy appointment right or does not wish to exercise it, he/she may, under any such agreement, have a right to give
instructions to the shareholder as to the exercise of voting rights.

The statement of the rights of members in relation to the appointment of proxies in paragraphs 3 to § above does not apply to
Nominated Persons. The rights described in these paragraphs can only be exercised by members of the Company.

Appointment of a proxy will not preclude a member from subsequently attending and voting at the meeting should he or she
subsequently decide to do s0, You can only appoint a proxy using the procedures set cut in these notes and the notes to the form
of proxy.

The Register of Directors’ Interests wil be available for inspection at the meeting.

In order 1o facilitate voting by corporate representatives at the meeting, arrangements will be put in place at the meeting so that

(i} if a corporate sharsholder has appointed the Chairman of the mesting as its corporate reprasentative with instructions to vots
on a poll in accordance with the directions of all of the other corporate representatives for that shareholder at the meeting, then
on a poll those corporate representatives will give voting directions to the Chairman and the Chairman will vote (or withhold a vote)
as corporate represeniative in accordance with these directions; and (i} if more than one compaorate representative for the same
corporate shareholder has not appointed the Chairman of the meeting as its corporate representative, a designated corporate
representative will be nominated, from those corporate representatives who attend, who will vole on a poll and the other corporate
representatives will give voting directions to that designated corporate representative. Corporate shareholders are referred to

the guidance issued by the Institute of Chartered Secretaries and Administrators on proxies and corporate representatives —
www.icsa.org.uk — for further details of this procedure. The guidance includes a sample form of representation letter if the
Chairman is being appointed as described in (i ) above.
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