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Octopus AIMVCT plc is a venture capital trust which aims to
provide shareholders with attractive tax-free dividends and
long-term capital growth by investing in a diverse portfolio of
predominately AIM-quoted companies. The Company is
managed by Octopus Investments Limited.
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FINANCIAL
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SUMMARY

As at As at
29 February 2012 28 February 2011

Net assets (£'000)

Net (loss)/profit after tax (£000)
Net asset value (NAV) per share
Final proposed dimdend

39,689 38940
(768) 6,056
86 9p 94 4p

2.5p 25p

KEY DATES

Annual General Meeting

2012 final dvidend paid
Half yearly results to 31 August 2012 announced

12 July 2012 (11 00 am at 20 Old Balley,
London EC4M 7AN)

26 July 2012
October 2012
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SHAREHOLDER INFORMATION
AND CONTACT DETAILS

The Company was launched as Close AIMVCT PLC
in spring of 1998 and raised £10 | million from private
investors through an issue of Ordinary shares

Between Qctober 2000 and March 2001 a further
£200 milien was raised through an issue of C shares
Furthermore, between 16 March 2004 and final
closing on 5 Apnil 2004 the Company raised

£3 3 million by way of a D share issue

The C Shares were merged and converted into
Ordinary shares on 31 May 2004 at a conversion
ratio determined by a price mechanism related to the
respective net assets per share of both the Ordinary
shares and C shares at 29 February 2004 (which
resulted in C Shareholders receving | 0765 Ordinary
shares for each C share held)

A further £150m was raised between 6 January 2005
and 8 Apni! 2005 through an 1ssue of New D shares

On 31 May 2008, the Ordinary shares converted into
D shares at a conversion ratio of 05448 D shares for
each Ordinary share All of the D shares were then
redesignated into New Ordinary shares

With effect from | August 2008, the management of
the Company was novated to Octopus Investments
Limrted

On 4 August 2010 the share caprtal was restructured
and each existing Ordinary share of 50 pence was
subdivided into one Ordinary share of | pence and
one Deferred share of 49 pence The Deferred shares
had no economic value and were bought back by the
Company for an aggregate amount of | pence and
cancelled

On 12 August 2010, following approval at the
Extracrdinary General Meeting on 4 August 2010,
shareholders of Octopus Phoenix VCT had their
shares converted mto Octopus AIMVCT shares on a
relative net asset value basis On the same day,

Octopus Phoenix VCT was placed into members'
voluntary liquidation

The offer far subscription in the prospectus dated

9 July 2010 relating to the 1ssue of new shares in
connection with the merger with Octopus Phoenix
VCT plc was extended by a supplemental prospectus
and closed on 19 Apnril 2011 rasing £10 milhon A
subsequent top up raised £1 2 miflion, closing on

5 April 2012 As mentioned in the Chairman’s
statement, your Board are seeking to raise up to million
of new capital through a further Top-up offer

Venture Capital Trusts (VCTs)

V(Ts were introduced in the Finance Act 1995 to
provide a means for private individuals to invest in
unlsted compantes in the UK Subsequent Finance
Acts have introduced changes to VCT legislabon The
tax benefits currently available to eligible new
investors in VCTs include

« upfront income tax relief of 30%,

. exermnption from income tax on dividends paid,
and

s exemption from capital gains tax on disposals of
shares inVCTs

The Company has been approved as a VCT by
HMRC In order to maintain its approval the Company
rmust comply with certain requirements on a
continuing basis

e  atleast 70% of the Company's investments must
comprise ‘qualifying holdings™ (as defined in the
legislation),

o at least 30% of the 70% of qualifying holdings
must be invested into Ordinary shares with no
preferential nghts (from April 2C1 1 this changed
to 70% for new investments from funds raised
after this date),




e ho single Investrment made can exceed 15% of
the total company value, and

o aminimum of 10% of each Qualifying Investment
must be in Ordinary shares with no preferential
nghts

*A ‘quahfying holding’ consists of up to £1 milllon
invested In any one year in new shares or securrties In
an unguoted UK company (or company listed on
AlM) which 1s carrying on a qualifying trade and
whose gross assets do not exceed a prescribed himit
at the time of investment The definition of a ‘qualifying
trade’ excludes certain activities such as property
nvestment and development, financial services and
asset leasing

Dividends

Dwidends will be paid by the Registrar aon behalf of
the Company Shareholders who wish to have
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dividends paid directly into their bank account rather
than by cheque to ther registered address can
complete a mandate form for this purpose Queries
relating to dividends, shareholdings and requests for
mandate forms should be directed to the Company’s
Registrar, Capita Registrars, by caling 0871 664 0300
{calls cost 10p per minute plus network extras), or by
writing to them at

Capita Registrars

The Registry
34 Beckenham Road
Beckenham
Kent,
BR3 47U
sl TV 0, e

veb ormise st als s G Ry Jsl £
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SHAREHOLDER INFORMATION
AND CONTACT DETAILS
(continued)

The following table shows the Net Asset Value (NAY) per share and lists the dividends that have been paid since
the launch of the Company and the different share classes that have been issued

Phoenix
Ordinary Ordinary Phoenix 'C Ordinary
Drmidends paid in the shares D shares C shares shares shares shares
penod ended 2010/11 2003/04 2000/01 1997/98 2005/06 2002/03
18 February 1959 - - - 188 - -
29 February 2000 - - - 313 - -
28 February 2001 - - - 3725 - -
28 February 2002 - - 155 650 - -
28 February 2003 - - 150 350 - -
29 February 2004 - - 050 050 - 015
28 February 2005 - 050 050 050 - 650
28 February 2006 - 225 231 215 - | 00
28 February 2007 - 330 452 420 100 335
31 August 2007 - 250 269 250 300 600
29 February 2008 - 250 269 250 300 600
31 August 2008 - 250 169 250 200 500
28 February 2009 - 250 | 47 1 36* 300 500
31 August 2009 - 250 147% | 36 135 | 00
28 February 2010 - 250 147* 1 36* 135+ 100
31 August 2010 - - —* —* 270* 200
28 February 201 | 528* 528 310* 288* 306* 227
31 August 2011 264* 264 1 55% | 44% 153* b13*
29 February 2012 264% 264 155* | 44* 153 113
Cumulative dividends paid 1356 3161 3023 7663 2320 4129
Adjusted NAV as at 29 February 20(2%* 9190 8690 5100 4730 5040 3730
{assuming investment at 100p)
Adjusted NAY plus cumulative dividends paid*** 102 46 11851 8123 12393 7360 7859

Following the merger with Octopus Phoenix VCT plc and vanous share reorganisations there s now only one share class Ordinary shares For Octopus
Phoerux VCT plc Ordinary shares and C shares the figures above represent a notionally adjusted NAV per share in accordance with the relevant conversion
factors hsted in the shareholder information sector on the preceding page

*  MNotional dividends adjusting for conversion & assuming an investment at 100p, of Phoenix C shares into Phoenix Ordinary shares and relevant AIM
VCT shares into AIMVCT Ordinary shares

** NAV adusted for conversion of relevant shares into AIMVCT Ordinary shares at the date of each conversion Phoenix Ordinary shares adjusted as at
the date of the merger

*** NAV plus cumulative dividends based on NAV adjusting for conversion assurning an investment at 100p showing the notional return to shareholders
based on their onginal iInvestment share class

The proposed final dividend of 2 5p will, if approved by shareholders, be paid on 26 July 2012 to shareholders on

the register on 22 June 2012




Share Price

The Company's share price can be found on various
financial websites, such as

www londonstockexchange com, by typing the
following TIDM/EPIC code in the ‘Quotes search’

Ordinary shares

TIDM/EPIC code OOCA
Latest share price

(7 June 2012) 78 5p per share

Buying and selling shares

The Company's Ordinary shares can be bought and
sold in the same way as any other company quoted
on the London Stock Exchange via a stockbroker
There may be tax implications n respect of all or part
of your holdings, so shareholders should contact their
independent financial adviser if they have any queries

The Company cperates a policy of buying its own
shares for cancellation as they become avallable The
Company s, however;, unable to buy back shares
directly from shareholders If you are considering
selling your shares or trading in the secondary market,
please contact the Company's Corporate Broker,
Matrix Corporate Capital (‘Matrix’)

Matrix 15 able to provide details of close periods
{when the Company 1s prohibited from buying in
shares) and detals of the price at which the Company
has bought In shares Matnix can be contacted as
follows

Chnis Lloyd
0203-206-7176 chns lloyd@matrixgroup co uk

Paul Nofan
0203-206-7177 paul nolan@matrixgroup cc uk
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Notification of change of address

Commurications 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,
Capita Registrars, under the signature of the registered
holder

Other information for Shareholders

Previously published Annual Reports and Half-yearly
Reports are avallable for iewing on the Investment
Manager's website at www octopusinvestrments com by
navigating to Services, Investor Services, Venture
Capital Trusts, Octopus AIMVCT ple All other
statutory information will also be found there

Warning to Sharehclders

Many companies are aware that their shareholders
have recerved unsohcited phone calls or
correspandence concerning Investment matters These
are typically from overseas based “brokers"” who target
UK sharehclders offering to sell them what often turn
out to be worthless or hugh risk shares in US or UK
investments They can be very persistent and
extremely persuasive Shareholders are therefore
adwised 1o be very wary of any unsolicited adwvice,
offer to buy shares at a discount or offer for free
company reports

Please note that it 1s very unlikely that erther the
Company or Octopus Investments would make
unsolicted telephone calls to shareholders and that
any such calls would relate only to official
documentation already circulated to shareholders and
never in respect of investment “advice”

If you are in any doubt about the veracrty of an
unsolicrted phone call, please call erther Octopus
Investments or the Registrar at the numbers provided
on page 57
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SHAREHOLDER INFORMATION

AND CONTACT DETAILS
(continued)

The graph below depicts the Net Asset Value (NAV) per share and the dividends that have been paid since the
launch of Octopus AIMVCT plc for each class of share 1ssued since the start, assunung an investment at 100p
including the up-front tax relief and adjusted in accordance with the relevant conversion factors Investment has
been assumed at the first allotment of each tax year

* Following the merger of Octopus AIMVCT and Octopus Phoenix VCT and various share re-organisations there 15 now only one share dass, Ordinary
shares At vanous dates, indicated above, Ordinary shares (pre May 2008) 'C' shares and D shares together with Octopus Phoenix VCT Ordinary shares
and C shares were acquired The figures above represent a NAV rebased to assume investment at 100p and adjusted in accordance with the relevant
conversion factors Investment has been assumed at the first allotment of each tax year
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CHAIRMAN'S STATEMENT

Introduction

it 15 disappointing to have to report a decline in the
Net Asset Value of your shares of 2 6% in the year
under review compared with an increase of 21 2% in
the previous year, In both cases after adding back 50
pence of dividend This decline may be compared with
that of 6 4% in the Small Cap Index This performance
should be seen n the context of continuing difficult
economic conditions As the euro zone crisis
continues so does the lack of growth in the UK
economy and the general lack of confidence impacts
on market prices More encouragngly, the contact
which our management team has continued to have
with many companies In which we are invested
indicates rather a different story They report that, in
the markets In which they are operating, on the whole
trading 15 holding up well However, it remans a fact
that good results often do not seem to benefit share
prices

A total of £1 9 million was raised by the issue of new
shares prior to 6 April 2012 Your Board has decided
to make another Top Up Offer to 31 July 2012 {unless
it 1s completed before or extended after 31 July 2012)
by the issue of up to another 2,148,981 shares to
raise £1 9 million This will gve shareholders and other
investors an opportunity of making such an
investment in the 2012/13 tax year

The Budget

The 2012 budget, which has now received State Aid
approval from Brussels, provided with effect from 6
April 2012 for the increase in the gross asset limit for
investee companies from £7 million to £15 rmillon
and for the number of employees to be raised from
50 to 250 Both this lessening of investment restnction
and the increase in the 2012 Budget, from £2 million
to £5 million, n the annual mvestment limit, are to be
welcomed Afthough the changes will place some
addiional restraints and obligations on your Manager
as to how they invest the VCT going forwards, the
changes should not have a great impact on the

portfohio which s already over 80% invested in
qualfying companies

Changes in Issued Share Capital

At the year end there were 45,422,653 shares in issue
compared with 41,247,611 at the end of the previous
year 5,017,425 shares were allotted as a result of the
Top Up 1ssues and 842,383 shares were cancelled in
the year which had been acquired as a resuft of the
policy to buy back shares at a 10% discount to Net
AssetValue Post the year end a further 2,148,981
shares were issued and a further 171,123 bought back
for cancellation As a result, at the date of this report
there are 4740051 | shares in 1ssue

Portfolio

After a slow start, by the end of the year there were
signs of deal flow improving Purchases and sales
during the year amounted to £5,570,000 and disposals
to £2,954,000 respectively These are all dealt with in
the Manager's Review New investments were made in
Enteq Up Stream (recovery products and technology
for gas production), Escher Group (software
technology for post offices worldwide), MyCelx
(cleaning technology), TLA Worldwide (the second
largest US major baseball league agency) and Corero
Network Securtty (software against spam on online
computers) Disposals iIncluded System C Heafthcare,
Hamworthy, both of which were sold at a profit, and
ClartyCommerce which was sold at a loss, all of
which were the subject of bids The investment in
Colliers and Optare were also sold The profit and loss
on disposals was £653,000 and £731,000 respectively

Dividend

A dividend of 2 5p per share was paid to shareholders
in November 201 | and your Board propose that a
final dvidend of 2 5p per share will be paid in July
2012 Thereafter it 1s proposed that dividends will be
paid in January and July with the intention that the
annual dividend will be not less than 5p per share
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CHAIRMAN'S STATEMENT

(continued)

VCT Qualifying Status

PricewaterhouseCoopers |LLP provides your Board
and Investment Manager wrth advice concerning
continuing comphance with HMRC regulations for
VCTs Your Board has been adwvised that Octopus AlM
VCT 15 in compliance with the condrtions laid down
by HMRC for maintaining approval as a VCT

A key requirement 1s to maintain at least a 70%
qualfying investment level As at 29 February 2012,
scme 97 9% of the portfolio, as measured by HMRC
rules, was invested in qualifying investments

Risks and Uncertainties

In accordance with the Listing Rules under which your
Company operates, your Board has to comment on
the potential nisks and uncertainties which could have
a material impact on the Company's performance A
risk arises from the requirement to mamntan
compliance with HMRC regulations requiring 70% of
your Company's assets to be invested in qualifying
holdings Orther risks include the current challenging
economic condrtions which impact particularly on
smaller companies in which your Company invests and
this could have an adverse impact on share prices

Annual General Meeting

The Annual General Meeting will be held on Thursday,
|2 July 2012 My colleagues and | very much hope to
see many shareholders at the meeting After the
formal business our lnvestrment Managers will make a
presentation

At the Annual General Meeting a resolution will be
proposed to extend the life of the Company until
2018 n order to preserve the ability of the Company
to conduct Top Up offers in the future

Outlook

For the same reasons as we all read about in the
papers every day, it 1s difficult to describe the outlook
as anything but cloudy One reads that Corporate UK
is sitting on £750 billion of cash and that if the UK s
not In a double dip recesston, most of Europe apart
from Germany 1s In recession There seems

unsurprisingly Iittle confidence in Corporate UK to
spend that cash pile and until it has some incentive to
do so it 15 unlikely that growth will return to the
economy The good news is that, in the last year, many
of the companies in the portfolio have managed to
improve profits and to increase their dividend
payments, helped by the fact that smaller companies
of the kind in which VCTs invest can, by their nature,
be more flexible in their reaction to prevailing market
trends However, austertty does not make people
cheerful and until investors become more confident
and cheerful, stock markets are unlikely to reflect any
improved performance particularly as far as smaller
companies are concerned

In previous financial reports | have commented that as
banks appear tc be reluctant to lend to smaller
businesses we should see an improved flow in the
pipehne for investment That has been slower to come
about than expected, although there have been signs
recently of this trend reversing However, good
investment opportunities do arise in times of
recession, perhaps even more so than in ttimes of
plenty Our Investment Managers are looking out for
them and have substantial hquidity wrth which to take
advantage of them

It would, | think, be qurte wrong to be downhearted
about prospects for your portfolio in the corming year
and it is certanly true that even a small change in
sentiment towards economic growth would have a
dramatic effect upon some of the strongly growing
companies which your Company helds | look forward
to talking to you further at the AGM

Welee |

Michael Reeve

Desue

Chairman
7 June 2012
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INVESTMENT MANAGER'S

REVIEW

Introduction

A year ago we wrote that we believed that the NAV
could rise in the following year based on our view
that share prices could increase, since they were
undervalued and relatively unappreciated by investors
That remains the case However, the belief that the
NAV could rise was confounded by a number of
major economic and palitical concerns, particularly 1n
Europe which impacted sentirnent to the detriment of
share prices

it remains the case that many companies are trading
well and have managed to do so throughout the last
year The consequence of that Is a general de-rating of
many shares which have left valuations stil reflecting a
pessimistic view of the future which we do not share

The Alternauve Investment Market (“AIM")

AIM has been criticised in the last year as a
disappointing market, because the number of
companies traded on 1t has fallen and because it has

not raised as much new capital for its constituents as
the previous year (£1,183 million in 201 | versus
£623 mithon in 2012) In fact, the number of
companies traded has fallen from 1,178 in February
2011 to 1,122 in February 2012 The small decrease
does not seem to warrant the level of critasm and of
course this number reflects the impact of the 100
new companies which have joined the market The
new companies equate to approximately two new
companies per week and that 1s hardly the mark of a
poor market

The sum raised 15 shown by month in the graph
below and the total compares well with any year;
except for the peak years of 2005 to 2007, which we
know now suffered from excessive credit and
misplaced enthusiasm from investors The fact that it
was lower than the previous year 1s more a reflection
of the mood of markets in general, and we would
hope that the number and size of fundraisings will
Increase once sentiment starts to improve

Funds raised in AIM during the year ended 29 February 2012 (source London Stock Exchange)

I 29F w00
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INVESTMENT MANAGER'S
REVIEW (continued)

It has therefore been a subdued year for AIM, which
must be a reflecion, to some degree, of wider
economic concerns However, it seems totally
incorrect to regard AlM as an histonc anomaly It
clearly continues to meet a need and with around
85% of the funds raised in 201 | being for existing
companies 1t s quite apparent that shareholders are
backing their investments The market would thus
appear to be working companies, whose investors

believe that their investments deserve additional funds,

are achieving their capital raising objectives
Performance

The year under review was a difficult one for funds
investing In smaller companies, as a succession of
shocks to the economies and banks of Europe
coupled with a lack of poliical direction made
stockrarkets extremely nervous, which 1s never a
good background for the performance of smaller
company shares In the year to 29 February 2012, the
AlM index fell by 11 2% and the Smaller Companies
Index excluding Investment Trusts by 6 4% By
comparnison the NAV of your company fell by 2 6% if
the 5 pence of dvidends paid in the year are added
back.

Although t was disappointing not to be able to build
on the recovery in NAV achieved in the preceding
two years, the resilience of the underlying investments
in the portfolio ts demonstrated by this sohd
performance agamst the background of some very
unsettled markets, particularly in the latter half of the
year

The performance history for different shareholders
who bought in at various times over the last fourteen
years, 1s unavoidably complicated to work out We
have therefore tried to make 1t easier for shareholders
by setting 1t out in a table showing adjusted NAVs,
dwidends and resulting total returns with a column for
each share class All the figures have been adjusted for
conversion ratios and the result therefore shows what
would have been the position had no conversions or
mergers taken place It 1s onpage 4 * ~ it

A number of companies in the portfolio performed
well as businesses during the year, atthough this was
not always reflected in share prices Brooks Macdonald
has continued to grow both 1its profits and assets
under management, and its share price has been solid
after a strong penod of appreciation Advanced
Computer Software and Idox have both continued to
generate cash and grow their businesses with the help
of acquisitions, despite exposure to the public sector
in both cases EKF, which started life as a cash shell
and has yet to make a profit, has now established rtself
in Europe and the US with acquisiions and we expect
profitability to follow as it opens up new markets for
its point of care diagnostics Tasty has also seen
significant upgrades to profit forecasts and now has
the critical mass to grow rts restaurant business
organically In the current year we expect a profit from
the merged Sinclair 1S Pharma, and some progress
from Vertu Motors once retall conditions start to
improve

There were some disappointments in the portfolio,
the most significant of which in terms of performance
were Immunodiagnostics and MSS Immunodiagnostics
suffered from increased competrition in the manual
vitarmun O testing market before it has ganed enough
traction with its automated IDS-1SYS sales resutting in
downgrades to forecasts The share price was badly
hit, but we beleve that it will recover from current
levels as sales of automated krts pick up MSS suffered
from a very competrtive buillding services market and
working caprtal constraints and we took the decision
1o sell this holding at a loss

On a more positive note, some of the more recent
investments contnbuted positively to performance in
the year Escher announced a large $50 million US
contract which will extend over many years and the
announcement of which resulted in a significant nse i
the share price Breedon Aggregates announced a
maiden profit ahead of forecasts for the year to
December 201 | and has started to reduce its debt
levels as well as raising some further cash to fund
acquisitions since the period end




Portfolio Activity

There 15 no denying that the wider economic
concerns have made new flotations fewer in number
in 2011 and those that we have invested in mainly
materalised in the first half of the financal year
However, the flow of fundraisings for existing
businesses has been more evenly spread over the year
and reflects the need for companies to use equity
rather than debt to finance growth in the current
banking environment Thus, despite what has seemed
like a quiet year, we have found several interesting
investment opportunities which we expect to develop
profitably over the next few years Because the
portfolio remains well above its 70% investment limit
in qualfying holdings, we can afford to be patient
when making new investments and wart for attractive
opportunities at realistic prices

The interims referred to new investmenis in Enteq
Upstream, Indeed Online, Escher and MyCelx, all of
which were new issues In the second half your
Company invested in GB Group and TLA Worldwide
The former provides identity venfication services for a
variety of customers with a growing international
flavour TLA manages sports personalities, particularty
baseball players in America In total, for the year under
review as a whole, £4 332 million has been invested
into new qualifying holdings at cost The cash invested
has been a mix of the newly raised funds, as a result
of last year's prospectus, and of your company’s
previously existing caprtal

In addiion we have also invested £1 238 million into
non-qualifying shares, establishing holdings in
Hamworthy and Gooch and Housego as well as
adding to an existing holding in Augean This 15 1n line
wrth our strategy of keeping around 10% of the
portfolio invested In situations which are expected to
provide a hugher return than cash i a low interest
rate environment Hamworthy was then the subject of
a successful cash takeover, demonstrating the
attractiveness of UK companies with winning
technologies to overseas trade buyers
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The year under review also included a number of
disposals, many of which were as a resuft of bids,
although sadty these did not result in an overall net
profit for the Fund Clarity was an example of an
opportunistically tmed bid from private equity, of
which we will no doubt see more, but where a longer
term view by more shareholders might have been
rewarded in time and CBG was taken over for cash
Both of these bids were at significant premiums to the
then prevaling share prices Individual Restaurant
Group was taken over by a private company, and the
structure of the deal meant that it would no longer be
aVCT gualifying holding, so we elected to take cash
We also sold out of the holding in Managed Support
Services when it disposed of its trading business and
ceased to qualfy it had suffered from tco much debt
at the wrong time In the economic cycle

We took profits from holdings in Silverdell, Brooks
Macdonald and Advanced Computer Software as well
as sefling out of Optare, Adventis, Northern Bear and
Colliers, all of which were suffering from too much
debt and were sold at a loss This has reduced the
number of holdings in the portfolio, particularly where
the prospects of significant recovery was remote

Qutlook

After a much steadier start to 2012, when a reduced
aversion to risk resulted in an outperformance of
smaller companies In the first quarter, uncertainty and
fear are lurking again, fuelled this time by election
results in Greece and France There 15 a growing
awareness that achieving an acceptable economic
solution for Europe 1s at odds wrth the political wall of
the electorate and this 15 likely to mean that
intermittent periods of market turmoil remain a
feature for the foreseeable future

Notwrthstanding these problems, many of the
companies In the portfolio have continued to make
good commercial progress and we have been
rewarded with some positive share price movements
In the recent results season The unaudited NAV at
the beginning of May stood at 90 Sp, up from 86 9p at
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INVESTMENT MANAGER'S

REVIEW (continued)

the end of February although it has fallen back to
86 2p as at 3| May as a result of recent market
movements

We do not deny the seriousness of the 1ssues that still
have to be resolved, nor of potential ones, such as any
inflationary pressures resulting from quantative easing
However, the portfolic s predominantly not exposed
to the retail sector or to the consumer directly so to
that extent it 1s defensive It s though exposed to
growth companies, which we beleve 1s the correct

challenging circumstances, and which will be re-rated

as the economic clouds hft We are therefore

confident that in time the portfolic will produce a
rising NAY

The AIM team

Octopus Investments Limted

7 June 2012
stance to have because it I1s such companies which will
continue to develop and make progress, even n
Investment Portfolio as at 29 February 2012
Book cost Fair value % equity
as at asat  Cumulative % equity held by
29 February Movement 29 February change in held by all funds
20§12 n year 2012 far value AIMVCT  managed by
Investments Sector {£000) (£000) {£000) (£'000) plc Octopus
Brooks Macedonald Group plc Specialty & Other Finance 773 332 2274 1501 17% 24%
Escher Group Holdings plc Software & Computer Services | 003 588 1,591 588 35% 83%
Advanced Computer Software Software & Computer Services 573 401 | 462 889 0B8% 28%
Group plc
IDOX plc Software & Computer Services 364 556 | 402 1038 1 4% 44%
EKF Dhagnostics Holdings plc Health 931 (69) 1,288 357 22% 63%
Breedon Aggregates Ltd Construction & Building 902 75) 1277 375 | 3% 22%
Enteq Upstream plc Ol Services 103t 103 I 134 103 69% 14 0%
Brady plc Software & Computer Services 741 50 1030 289 1 6% 27%
MyCelx Technologies Corporation  Oil Services 900 86 986 86 33% 76%
Antmalcare Group plc Food Producers & Processors 304 5 B68 564 27% 83%
TLA Worldwide plc Media & Entertainment 807 - 807 - 63% 157%
Neteall ple Telecommunication Services 436 107 BOI 365 29% 51%
Mattoll Woods plc Specialty & Other Finance 523 (320) 778 255 22% 35%
Staffine Recrutment Group plc Support Services 333 60 773 440 1 7% 137%
Vertu Motors plc General Retalers 1265 rx 747 {518) 13% 70%
Tasty plc Leisure & Hotels 369 420 717 348 26% 49%
Active Risk Group plc Software & Computer Services 862 33 695 (167) 52% 9 8%
RWS Holdings plc Support Services 367 188 825 258 03% 45%
Hargreaves Services plc Support Servces 267 t21 590 323 02% 39%
Mears Group plc Support Services 155 (169) 573 418 03% 03%
Craneware plc Software & Computer Services 183 (244) 554 7 05% 12%
Ormega Diagnostics Group plc Health 673 (146} 535 (138) 57% 105%
Matchtech Group ple Support Services 346 (3%9) 518 172 I 1% 113%
GB Group pic Support Services 330 177 507 177 08% 22%
Zetar plc Food Producers & Processors 587 {78) 502 (85) 22% 38%
Immunodiagnostic Systems plc Health 528 (562} 471 (57) 04% 3%
Alttude Group plc Media & Entertainment 600 17 433 (167) 40% 46%
Cello Group ple Media & Entertanment 895 (285) 424 (471) I 5% 8 4%
Cohort plc Aerospace & Defence 300 149 378 78 09% 16%
Chime Commumcations plc Media & Entertanment 320 24) 351 3 02% 05%




Qctopus AIMVCT ple | Annual Repert | 2012

Book cost Fair value % equity
as at asat  Cumulative % equity held by
29 February  Movement 29 February  change in held by all funds
2012 In year 2012 fair value AIMVCT  managed by
Investments Sector (£000) {£000) (£'000) {£000) plc QOctopus
Sinclair 1S Pharma plc Pharmaceuticals & Biotech 771 {77 350 421) 04% | 6%
Woodspeen Training plc Suppoert Services 350 (31 331 (19) 54% 11 4%
Bond International Software plc Software & Computer Services 354 (107) 330 (24) 23% 35%
Quadnetics Group plc Support Services 344 128 309 (35) D6% 07%
Corac Group plc Engneenng & Machinery 346 8N 278 (68) 08% 18%
in-Deed Online plc Support Services 301 29) 2 (29) 35% 59%
Plastics Capital plc Engineering & Machinery 400 (52) 268 {132) | 5% 17 9%
Brulines (Holdings} ple Support Services 359 (36) 26l (98) I 1% 47%
Gooch & Housego plc Electronic & Electrical 248 (14) 234 (14 03% 21%
5Q5 Software Qualty Systems AG  Software & Computer Services 291 (81) 225 (66) 05% 99%
Access Inteligence plc Software & Computer Services 375 (75) 125 (150) 33% 102%
Adept Telecom plc Telecemmunicauon Services 600 47 210 (390) 20% 41%
Goals Scccer Centres plc Leisure & Hotels 205 (56) 207 2 04% 29%
Marwyn Management plc Investment Companies 550 (163) 194 (356) 07% 1 9%
Augean plc Support Services 181 10 191 10 G6% 45%
Hasgrove plc Media & Entertanment 250 (48) 185 (65) 21% 130%
Daisy Group ple Telecommunication Services 201 19 181 {20) 01% 01%
Tarfield Group plc Engineenng & Machinery 226 74 176 (50) 03% 22%
Jelf Group plc Specialty & Other Finance 186 16 166 20) 03% 09%
Work Group plc Support Services 943 (18) 152 721) 41% 62%
Inditherm plc Chermicals 204 - 136 (68) 67% 67%
SnackTime plc Support Services 531 Q12) 124 (407) 21% 89%
Datong plc Electroric & Electncal 500 (140 12 (398) 28% 34%
Autoclenz Holdings plc Support Services 181 (81) 100 (1) 46% 127%
InterQuest Group plc Support Services 76 (19 73 (3} 04% 47%
Cods (Group) ple Media & Entertanment 203 (28) 34 (169} 05% 22%
Synarbor plc Support Services i5 7 22 7 08% D8%
Vitesse Media plc Media & Entertanment 8 7 9 | | 0% 11%
Bright Futures Group plc Support Services 2 (2) - (2) 08% 09%
Twenty plc Media 500 (56) - (500) 44% 122%
Total investments 27,369 (136) 30,436 3,067
Money market funds 8,609 8,609
Total fixed investments and money market funds 39,045
Cash at bank 668
Debtors less creditars (24)
Total net assets 39.689
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INVESTMENT MANAGER'S

REVIEW (continued)

Top 10 Holdings
Listed below are the ten largest investments, valued at bid price, as at 29 February 2012

Brooks MacDonald Group plc

Brooks MacDonald is a provider of asset management and financial consulting services with a particular emphasis
on the pensions market.

Initial Investment date: March 2005

Cost: £773000

Valuation: £2,274000

Equity held: | 70%

Last audited accounts: June 201}

Revenue: £52 2 million

Profit before tax £7 3 mithon Further information can be found at
Net assets: £19 | million www brooksmacdonald com

Escher Group Holdings plc

Escher Group Holdings plc provides software, particularly for over the counter and financial services, to national
Post Office organisations warldwide

Initial investment date August 201 |

Cost. £1,003,000
Valuation. £1,591,000
Equity held 35%

Last audited accounts: December 2011
Revenue $139 million
Profit before tax: %19 million
Net assets $257 milhon

Advanced Computer Software plc
Advanced Computer Software plc provides software to the Healthcare Sector and other commercial markets

Initial investment date. July 2008

Cost: £573,000

Valuation £1,462,000

Equity held: 08%

Last audited accounts February 201 |

Revenue: £954 millon

Profit before tax £3 1 million Further information can be found at
Net assets: £84 6 milhon www advcomputersoftware co uk
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Idox plc

Idox 15 a leading developer and supplier of software services to local government for core functions relating to
land, people and property, and also to the private sector for the managerent of engineering drawings

Initial investment date: May 2007

Cost: £364,000

Valuation £1,402,000

Equity held- b 4%

Last audited accounts October 201 |

Revenue. £38 6 million

Profic before tax: £5 6 million Further informatbion can be found at
Net assets. £344 million www idoxgroup com

EKF Diagnostics plc

EKF designs, develops, manufactures and distributes diagnostic instruments and reagents focussed on the diabetes,
anaemia and chronic kidney disease markets ft has operattons in Germany, Poland and Russia

tritial investment date: July 2010

Cost £531,000

Valuation. £1,288,000

Equity held 22%

Last audited accounts December 201 |

Revenue. £21 7 mulhion

Loss before tax. £2 3 milion Further informatron can be found at
Net assets: £37 4 million www ekf-diagnostic com

Breedon Aggregates Limited

Breedon Aggregates supplies a diverse range of products to the construction and building sectors from a nurmber of
quarnes and other sites in the Midiands and Scotland

Imtial investment date; August 2010
Cost £902,000
Valuation £1,277.000
Equity held | 3%

Last audited accounts: December 201
Revenue £1689 million
Profit before tax £1'5 millon
Net assets, £5 % million

Enteq Upstream plc

Ermteq Upstream PLC 15 an investrent vehicle, focused on acquinng and consohdating compames providing speaiahist
products and technologres to the upstream ol and gas services market.

Imitial investment date June 2011
Cost. £1,031,000
Valuation- £1,134,000
Equity held. 69%

Last audited accounts March 2012
Revenue N/A

Profit before tax N/A

Net assets, N/A
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NVESTMENT MANAGER'S
REVIEW (continued)

| Brady plc

and investors

Initial Investment date
Cost:

Valuation

Equity held

Last audited accounts
Revenue

Profit before tax

Net assets,

Brady designs and sells software for the global commodity trading industry, including producers, traders, banks

December 2010

£741,000

£1,030,000

| 6%

31 December 2011

£19 2 million

£2 4 million Further information can be found at
£239 million www bradyplc com

MyCelx Technologies plc

industrial markets worldwide

Initial iInvestment date:
Cost.

Valuation

Equity held:

Last audited accounts:-
Revenue:

Loss before tax

Net assets:

MyCelx Technologies 1s a clean water technology company that provides technology solutions for commercial

November 201 |
£900,000
£986,000

33%
December 201 |
$6 3 million

$2 8 million
$176 million

Animalcare Group plc

Imitial investment date
Cost.

Valuaton:

Equity held

Last audited accounts.
Revenue

Profit before tax

Net assets

Animalcare Group plc manufactures and distributes veterinary medicines for pets and livestock.

December 2007

£304,000

£868,000

27%

June 2011

£118 milion

£29 rmithon Further information can be found at
£158 milion www animalcaregroup co uk
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Sector Analysis
The graph below shows the sectors the equity pertfolio Fund s invested in by value as at 29 February 2012
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THE
MANAGER

Personal Service

At Octopus, we have a dual focus on managing your
nvestments and keeping you informed throughout the
investment process We are committed to providing
our investors with regular and open communication
Our updates are designed to keep you involved about
the progress of your investment

If you have any questions about this report, or i it
would help to speak te one of the fund managers,
please do not hesitate to contact us on

0800 316 2347

Octopus Investments Limred was established in 2000
and has a strong commitment to both smaller
companies and to VCTs Octopus also acts as Manager
of 19 other hsted investment compantes and has a
total of approximately £2 8 billion of funds under
management

The AIM investrnent team of Qctopus Investments
Limtted comprises

Andrew Buchanan

Andrew ongnally joined Barclays Bank in 1973 to
manage investment portfolios After gaining an MBA
from London Business School, he spent time with
Mercury Asset Management and Hoare Govett,
before joining Rutherford Asset Management in 1993
He established Beacon Investment Trust in 1994, the
first fund to specialise in Investment in AIM He joined
Close Brothers when it purchased Rutherford and left
to join Octopus Investments Limited in 2008 He has
been involved in the management of this Company
since its launch in 1998 as well as other AIMVCT
portfolios

Kate Tidbury

Kate has had an extensive career which has included
penods as an investment analyst wrth Sheppards and
Chase and Panmure Gordon and then as an

INVESTMENT

Investment Manager specialising in ethical and smaller
companies with the Co-operative Bank and Colonial
First State Investments She joined the AlM team at
Close Brothers in 2000 since when she has been
involved In the management of this Company as well
as other AIMVCTs and IHT portfolios She joined
Octopus Investments Limited in 2008

Richard Power

Richard started his career at Duncan Lawrie, where he
managed a successful small companies fund He
subsequently joined Close Brothers to manage a
smaller companies investment trust before moving to
Octopus Investments Limted to head up the AlM
teamn in 2004 He 1s involved in the management of
AlM portiolios, AIMVCTs and the CF Octopus
Investments Limited UK Microcap Growth Fund

Edward Gniffiths

Edward 1s a portfolio manager at Octopus
Investments Limrted involved particularly in the
management of AIM portfolios for private indmiduals
He joined Octopus Investments Limited in 2004
having previously worked at Schroder's and State
Street.

Paul Stevens

Paul joined Octopus Investments Limited in 2005 as a
member of the AIM investment team and has been
involved In the management of AIM portfolios since
then

Stephen Henderson

Stephen joined Octopus in 2008 as a member of the
operations team Having helped in the Multi Manager
team, he joined the AlM investment team in 201 |
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DETAILS OF DIRECTORS

The Board compnises four Directors all of whom are
independent of the Investment Manager The Directors
operate n a non-executive capacity and are
responsible for overseeing the investment strategy of
the Company The Board has wide experience of
investment in both smaller growing companies and
larger quoted companies

Michae! Reeve MBE MA FCA Chairman

Michael Reeve I1s a chartered accountant and was
formerly a director of Charterhouse Bank from
1971-74, a managing directar of Copleys Bank
1974-80, a director of Rea Brothers 1977-80 and
rmanaging director of Greyhound Bank 1981-87 He
was the charman of Finsbury Growth & Income Trust
PLC from 1991 — 2008 He s currently a director of a
number of unquoted companies Michael Reeve
became director and chairman in 1998

Roger Smith BSc (Hons)

Roger Smith 1s chairman of a family owned investment
company with a wade range of interests and
investments He was deputy charman of Tricentrol ple,
and chairman of European Motor Holdings PLC from
1992 to 2007 He 15 charman of the Central Finance
Board of the Methodist Church Roger Smith became
a director in 1998 and 1s Chairman of the Audrt
Committee

Stephen Hazell-Smith

Stephen Hazell-Smith was the Managing Director of
Close Investment Limted until September 2001,
having previously founded Rutherford Asset
Management in 1993 Prior to this he gained
experience of investment In smaller companies at GT
Investment Management where he was responsible for
launching its first UK Equity Fund He also worked at
Mercury Asset Management from 1989 to 1992 and
was the chairman of PLUS Markets Group PLC
between the years of 2005 and 2010 Prior to the
merger in 2010 he was charrman of Octopus Phoenix
VCT PLC Stephen Hazell-Sraith became a director in
1998

Marion Sears BSc (Hons)

Marion Sears 15 Senior Non-Executive director at

Dunelm Group plc, the retailer; and Zetar plc, the

food manufacturer and Investee company of Octopus

AIMVCT pic She was previously a Managing Director

of Investment Banking at JP Morgan As a Non

Executive she has also served on the Boards of

Boehringer Ingleheim Ltd, LGC Holdings plc and |
Prelude Trust Pl¢, a Healthcare and T Technology

focused investment trust, amongst others Marion

Sears became a director on | October 201 |
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DIRECTORS REPORT

The Directors present their report and the audited
financial statements for the year ended
29 February 2012

Principal Activity and Status

The Company 1s aVCT and rts principal activity i1s to
invest in a diversified partfolio of AlM-listed
companies In order to generate caprtal growth over
the long-term as well as an attractive tax-free dividend
stream The Company has been granted full approval
as aVCT by HMRC

The Directors have managed the affairs of the
Company with the intentton of maintaining its status
as a Venture Caprtal Trust

In order to maintain approved status, the Company
must comply on a continuing basis with the provisions
of s280A of the Income Tax Act 2007, in particular, the
Company Is required at all times to hold at least 70%
of its investments (as defined in the legislation) i VCT
qualifying holdings, of which at least 30% must
comprise eligible Crdinary shares (this changed to
70% for new investments from funds raised since April
201 1) To allow the Company to distribute realised
caprtal gains and purchase its own shares, following the
creation of the Special distributable reserve on
cancellation of the Company’s share premium account,
Investment company status was reveked on 3 March
2000

Review of Business Activities

The Directors are required by section 417 of the
Companies Act 2006, to include a business review in
their report to shareholders The business review I1s
set out mn the Chairman’s Statement on pages 7 and 8,
and the Investment Manager's Review on pages 9 to
I7 and 1s included in this Directors' Report by
reference

20

The purpose of the review 15 to provide shareholders
with a snapshot summary setting out the business
objectives of the Company, the Board's strategy to
achieve those objectives, the nisks faced, the regulatory
environment and the key performance indicators used
to measure performance

Performance and Key Performance Indicators (KPls}

As aVCT, the Company's objective 15 to provide
shareholders with an attractive income and capital
return by investing its funds in a broad spread of AlM
or PLUS quoted UK companies which meet the
relevant critera for VCTs

The Board has a number of performance measures to
assess the Company's success in meeting its objectives
Performance, measured by the change in NAY per
share and total return per share, is also measured
against the FTSE Small-Cap Index and the FTSE
All-Share Index. This 1s shown in the graph on page 34
of the Directors’ Remuneration Report These indices
have been adopted as an informal benchrmark.
Investment performance, cash returned to
shareholders and share price are also measured
against the Company's peer group of the other AlM
VCTs The Charman's Staterment, on pages 7 to 8
includes a review of the Company's actmties and
future prospects, further details are also provided
within the investment Manager's Review on pages 9 to
17 Further detals of the Company's risk management
policies are provided in note |7 to the financial
statements The total expense ratio for the Company
for the year to 29 February 2012 was 25 percent
based upon net assets at 29 February 2012 (2011 26
percent based on average net assets duning the year
due to the merger)




Results and Dividend
Year ended
28 February 2011
£'000

Year ended
29 February 2012
£'000

Net (loss)/profit
attinbutable to
shareholders

(768) 6,056

Appropniations
Interim dwidend paid
25 pence per
Ordinary share
{2011 500 pence

per Ordinary share) 1,142 1,933

Final dividend proposed

250 pence per

Ordinary share

(2011 250 pence

per Ordinary share) 1,183 1,145

Objective and Investment Policy

The objective of the Company 1s to invest In a broad
range of AIM or PLUS quoted companies in order to
generate income and long-term caprtal growth
Investments are made selectively across a range of
sectors In companies that have the potential to grow
and enhance therr value Start-up compantes will
usually be avoided

The Company's investment policy has been designed
to enable 1t to comply with the VCT qualifying
conditions The Board intends that the long-term
cisposition of Company’s assets will be not less than
80 per cent In a portfolio of qualifying AIM, PLUS
quoted Investments or unquoted comparies where
the management view an intial public offering (IPO)
on AlM or PLUS 15 a short to medium term objective
Once its qualifying target has been reached, the
Company intends that approximately 20% of s funds
will be invested in non-qualifying investments generally
comprising gifts, floating rate securities and short term
money market deposits with, or 1ssued by, major
compantes and mstitutions with a miirmum Moody's
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long term debt rating of ‘A’ A proportion of the 20%
could be invested 1n an authorised UK smaller
company fund managed by Octopus Investments
Limred or direct in equities and bonds This 20%9%
could provide a reserve of liguidity which should
maximise the Company's flexibility as to the timing of
investment acquisitions and disposals, dmvidend
payments and share buy-backs

Risk 15 spread by investing in a number of different
businesses across a range of Industry sectors using a
mixture of securies In order to qualfy as an
investment in a VCT gqualifying holding, at no time
during the year must the Company’s holdings in any
one company {other than another VCT) exceed 15%
by value of its investments The value of an individual
investment s expected to mcrease over time as a
result of trading progress and a continuous assessment
15 rade of its sutability for sale However,
shareholders should be aware that the Company's
qualifying investments are held with a view to
long-term caprtal growth as well as income and will
often have imrted marketability, as a result it 1s
possible that individual holdings may grow in value to
the point where they represent a signficantly higher
proportion of total assets prior to a realisation
opportunity bemng available Investments will normally
be made using the Company's equity shareholders’
funds and 1t 1s not Intended that the Company will
take on any long-term borrowings

The Company's Articles permit borrowings of
amounts up to 10% of the sum equal to the aggregate
of the amount paid up on the allotted or 1ssued share
capital of the Company and the amount standing to
the credit of the capital and revenue reserves of the
Cornpany (whether or not distnbutable) after adding
thereto or deducting there from any balance to the
credit or debrt of the profit and loss account

No material changes may be made to the Company's !
Investment policy described above without the prior

approval of shareholders by the passing of an

Ordinary Resolution The Directors will continually

21
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DIRECTORS' REPORT (continued)

monitor the investment process and ensure
compliance with the investment policy

VCT Regulation

Compliance with required rules and regulations is
constdered when all investment decisions are made
The Company 1s further monitored on a continual
basis to ensure compliance The man criteria to which
the Company must adhere include

e  at least 70% of investments must be made in
qualifying shares or securrbes,

e  at least 30% of the 70% of Qualifying
Investments must be invested into Ordinary
shares with no preferential nghts (from April
2011 this changed to 70% for new investments
from funds raised after that date),

e no single investment made can exceed 15% of
the total company value, and

. a minimum of 10% of each Qualifying Investment
must be in Ordinary shares with no preferential
rights

Principal Risks, Risk Management and Regulatory
Environment

The Board carries out a regular review of the risk
environment in which the Company operates The
main areas of risk identified by the Board are as
follows

VCT qualifying status nsk the Company 1s required at
all tmes to observe the conditions laid down In the
Income Tax Act 2007 for the mamntenance of
approved VCT status This includes ensuring that State
Aud investment into potential investee companies 1s
Imited to the current ‘per company annual investment
imit’ The limit duning the year to 29 February 2012
was £2 milhon per annum However, State Aid
approval has now been granted to increase this hmit
to £5 mitlion The loss of VCT Status could lead to the
Company losing its exemption from corporation tax
on capttal gains, to investors being liable to pay
iIncome tax on dividends received from the Company
and, in certain arcurmstances, to investors ‘being

n

required to repay the inibial income tax relief on therr
investment

The Investment Manager keeps the Company's VCT
qualifying status under continual review and reports to
the Board regularly throughout the year The Board
has also retained PricewaterhouseCoopers LLP to
undertake an independent VCT status monitoring
role

Investment nisk. the majority of the Company's
investments are in AlM or PLUS companies which are
VCT qualifying holdings, which by their nature entail a
higher level of nisk and lower liquidity than investments
in large quoted companies The Directors and the
Investment Manager aim to Imrt the nisk attached to
the portfclio as a whole by careful selection and
timely realisation of investments, by carrying out
rigorous due diigence procedures and by maintaining
a wide spread of holdings in terms of financing stage,
industry sector and geographical location The Board
reviews the investrment portfolio with the Investment
Manager on a regular basis

Financiat nsk. as a VCT, the Company 15 exposed to
market price nisk, credit risk, iquidity nisk, fair value and
cash flow interest rate nsks The majority of the
Company's income and expendrture 1s denominated in
sterling and hence the Company has limmted foreign
currency nisk.The Company s financed through equrity
and does not have any borrowings The Company
does not use derivative financial Instruments

Credit nsk. Credit nisk is the rsk that the counterparty
to a financial instrument will fall to discharge an
oblgation or commitment that it has entered into
with the Company The Investment Manager and the
Board carry out a regular review of counterparty nsk.
The carrying values of financial assets represent the
maximum credit rmsk exposure at the balance sheet
date

The Company has cash deposits which are held on
the balance sheet of HSBC Bank plc, The Royal Bank
of Scotland ple, the Co-operative Bank and in cash
funds managed by BlackRock The nisk of loss to this




cash I1s deemed to be low due to the historical credit
ratings and a current Standard & Poor’s rating of AA
for HSBC, A for RBS, A for the Co-operative and
AAA for BlackRock. Inadequate controls might lead to
misappropriation of assets Inapproprate accounting
policies might lead to mis-posting or breaches of
regulations

Regulatory risk. the Company 1s required to comply
wrth the Companies Act, 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 audrt report

Reputational nsk. inadequate or faled controls might
resuft In breaches of regulation or loss of shareholder
trust

Internal control nsk the Board reviews annually the
system of internal controls, both financial and non-
financial, operated by the Company and the
Investment Manager These include controls designed
to ensure that the Company’s assets are safeguarded
and that proper accounting records are maintained

Competitive nisk. retention of key personnel 1s vital to
the success of the Company Incentives to the
investment Manager's key staff are continuously
monitored by the Investment Manager

Price nisk the risk that the value of a secunity or
portfolio of securrties will decline in the future 1s
mirtigated by holding a diversified portfolio, across a
broad range of sectors

Cash flow nsk the risk that the Company's avallable
cash will not be sufficient to meet s financial
obligations 1s managed by frequent budgeting and
close monrtoring of avalable cash resources

Due to the nature of the Company, social and
employee issues do not apply and therefore no
disclosures in respect of these have been included in
the Drrectors’ Report

The Board seeks to mitigate the internal nisks by
setting policy, regularly reviewing performance,
enforcing contractual obligations and monitoring
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progress and compliance In the mitigation and
management of these nisks, the Board applies
rigorously the principles detailed in the Turnbull’
guidance Detalls of the Company's internal controls
are contained in the Corporate Governance section
on pages 27 to 32

Further detalls of the Company's risk management
policies are provided in note |7 to the financial
statements

Dividends and Returns

The Company has historically had three classes of
shares since its inception i 1998, which have over
time been amalgamated into one class of share The
total dividends and adjusted NAVs across the historic
classes of shares and the amalgamated share class are
shown in the table on page 4

Directors

The Directors of the Cornpany dunng the penod and
their interests (in respect of which transactions are
notifiable under Disclosure and Transparency Rule

3 1 2R) in the 1ssued Ordinary shares of 1p are shown
in the table below

29 February 2012 28 February 201 |

Michael Reeve 6,959 6,959
Manon Sears

{appointed

I October 201 1) - -
Stephen Hazell-Smith 920,100 90,100
Roger Smith 20,000 20,000

Marion Sears became the holder of 5,589 Ordinary
Shares of |p each on 5 April 2012

Al of the Directors’ shares were held beneficially

All Directors will retire, and being eligible, offer
themselves for re-election The Board has considered
prowision B7 2 of The UK Corporate Governance
Code and believes that they continue to be effective
and demonstrate commitment to their roles They,
therefore, recommend each Director's re-election at
the forthcoming Annual General Meeting

23
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Brief biographical notes on the Directors are given on
page 19
Directors’ and Officers’ Liability Insurance

The Company has, as permitted by s236 of the
Companies Act 2006, maintained insurance caver on
behalf of the Directors and Secretary indemnifying
them against certain habilites which may be incurred
by them n relation to the Company

Whistleblowing

The Board has considered the arrangements
implemented by the Investment Manager in
accordance with The UK Corporate Governance
Code's recommendations, to encourage staff of the
Investment Manager or Company Secretary of the
Company to raise concerns, in confidence, within ther
orgamisation about possible impropreties in matters of
financial reporting or other matters It 1s satisfied that
adequate arrangements are in place to allow an
independent investigation, and follow on action where
necessary, to take place within the orgarisation

Management

Octopus Investments Limited (‘the Investment
Manager’} acts as Investment Manager to the
Company The principal terms of the Company's
management agreement with the Investment Manager
are set out In note 20 to the financial statements The
Investment Manager also provides secretaral,
adrministrative and custodian services to the Company
The Investment Manager 1s not entitled to any
performance fee

The Company has in place an agreement with
Octopus Investrnents Limrted to act as Investment
Manager which is central to the ability of the
Company to continue in business There are no other
contracts which are deemed to be essential to the
business of the Company

As required by the Listing Rules, the Directors confirm
that, in their opinion, the continuing appointment of
Octopus Investments Limited as Investment Manager
15 n the best interest of the shareholders as a whole
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In reaching this conclusion the Directors have taken
into account the performance of the mvestment
portfolio and the ability of the Investment Manager to
produce satisfactory investment performance In the
future No Director has an interest in any contract to
which the Company 1s a party

It should be noted that there 15 no formal
Management Engagement Committee as matters of
this nature are dealt with by the independent Non-
Executive Directors

Share Capital

The Company's ordinary share capital as at
29 February 2012 comprised 45,422,653 Ordinary
shares of Q0lp each

The voting rghts of the Ordinary shares on a show of
hands 1s one vate for each member present or
represented, the voting rights on a poll are one vote
for each share held There are no restrictions on the
transfer of the Ordinary shares and there are no
shares that carry special nghts with regards to the
control of the Company

Share Issues and Open Offers

The shares issued duning the year totalled 5,017,425
Ordinary shares of Ip each On 6 February 2012 the
Company launched a Top-up offer for subscription for
Ordinary Shares of Ip each to raise up to £4,000,000,
this top up offer closed on 6 April 2012 A further
Top-up was launched on 25 April 2012

As at 29 February 2012 there were 248,981 shares to |
be 1ssued, equivalent to £279,000 (2011 £352,000) |
These shares were 1ssued on 5 Apni 2012 At 31 May

2012 there were 47,299,972 Ordinary shares of |p

each in Issue

Share Buy-Backs

To allow the Company to distribute realised caprtal
gains and purchase rts own shares, following the
creation of the Specal distributable reserve on
cancellation of the Company's share premium account,
Investment company status was revoked on 3 March
2000




During the year the Company purchased 842,383
shares to be cancelled These shares were bought back
at a weighted average price of 80%9p

The shares were repurchased in accordance with the
Company's share buy-back facilty in an attempt to
assist the marketability of the shares and prevent the
shares trading at a wide discount to the NAV

Rughts Artaching to the Shares and Restricuons on
Voting and Transfer

Subject to any suspension or abrogation of rights
pursuant 1o relevant law or the Company's Articles of
Assocration, the Ordinary shares confer on their
holders the following principal nights

(a} Dwwidends

The Ordinary shares shall be entitled to receive
all dividends and other distributions payable to
holders of Ordinary shares

{b) Rights as to Capital

The capital and assets of the Company shall on a
winding up or on a return of capital be divided
amongst the holders of the Ordinary shares pro
rata according 1o their holdings of Ordinary
shares, and

(c} Voting Rights
The holders of Crdinary shares have the right to
receive notice of, to attend and to vote at any
general meeting of the Company On a show of
hands every eligible member present ar
represented and voting has one vote and on a
poll every member present or represented and
voting has one vote for every share of which
that member s the holder, the appointment of a
proxy must be received not less than 48 hours
before the time of the holding of the refevant
meeting or adjourned meeting or, in the case of
a poll taken otherwise than at or on the same
day as the relevant meeting or adjourned
meeting, be received after the poll has been
demanded and not less than 24 hours before the
time appointed for the taking of the poll These
rights can be suspended If a member, or any
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other person appearing to be interested in
shares held by that member, has faled to comply
within the time lmirts specified in the Company's
Articles of Association wrth a notice pursuant to
s793 of the Companies Act 2006 (notice by
Company requiring information about interests mn
its shares), the Company can untl the default
ceases suspend the rmght to attend and speak and
vote at 2 general meeting and f the shares
represent at least 0 25% of their class the
Company can also withhold any dividend or
other money payable in respect of the shares
(without any obligation to pay interest) and
refuse to accept certain transfers of the relevant
shares Shareholders, ether alone or with other
shareholders, have other rights as set out in the
Company's Articles of Association and In
company law

A member may choose whether his shares are
evidenced by share certificates (certificated shares) or
held in electronic {uncertficated) form in CREST (the
UK electronic settlement system) Any member may
transfer all or any of his shares, subject in the case of
certificated shares to the rules set out In the
Company's Articles of Association or in the case of
uncertficated shares to the regulations governing the
operation of CREST (which allow the Directors to
refuse to register a transfer as therein set out), the
transferor remains the holder of the shares unti the
name of the transferee is entered in the register of
members The Directors may refuse to register a
transfer of certificated shares in favour of more than
four persons jointly or where there I1s no adequate
evidence of ownership or the transfer 1s not duly
stamped (if so required) The Directors may also
refuse to register an Ordinary share transfer if it 15 in
respect of a certificated share which 1s not fully pad
up or on which the Company has a lien provided that,
where the share transfer 1s in respect of any share
admtted to the Offical List mantained by the UK
Listing Authority, any such discretion may not be
exercised sO as to prevent dealings taking place on an
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open and proper basis, or if In the opinion of the
Directors {and with the concurrence of the UK Listing
Authority) exceptional circumstances so warrant,
provided that the exercise of such power will not
disturb the market in those shares Whilst there are
no squeeze-out and sell out rules relating to the
shares in the Company's Articles of Assoaation,
shareholders are subject to the compulscry
acquisition provisions in 5974 to s991 of the
Companies Act 2006

Directors’ Authority to Allot Shares, to Disapply
Pre-emption Rights

The authority proposed under Resolution 9 1s
required so that the Directors may i1ssue shares in
connection with the current offer or other offers if
the Directors believe this to be in the best interests of
the Company and the Shareholders as a whole Any
Issue proceeds will be avallable for investment in line
with the Company's investment policy and may be
used, In whole or part, to purchase Ordinary shares in
the market. Resclution 9 renews the Directors’
authority to allot up to 9,480,102 Ordinary shares
(representing approximately 20% of the Company’s
issued share capital as at 24 May 2012 — the latest
practicable date before publication of this document.
The authority conferred by this resolution will expire
on the earler of the next Annual General Meeting
and the date faling 15 months after the date of the
passing of the resolution

Resolution 10 renews and extends the Directors’
authority to allot equity securities for cash without
pre-emption rights applying for the allotment of shares
authorsed pursuant to Resolution 9 and for the same
reasons The authonty conferred by this resolution will
expire on the earlier of the next Annual General
Meeting and the date faling |5 months after the date
of the passing of the resolution

Directors’ Authority to Make Market Purchase of its
Own Shares

The authority proposed under Resolution 1 is
required so that the Directors may make purchases of
up to approximately 10% of the Company’s issued
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share caprtal and Resolution || seeks renewal of such
authortty until the next Annual General Meeting (or
the expiry of 15 months, if earlier) The price paid for
shares will not be less than the nominal value nor
more than the maximum amount permitted to be
paid in accordance with the rules of the UK Listing
Authorrty in force as at the date of purchase This
power will be exercised only If, in the opinion of the
Drrectors, a repurchase would be in the best interests
of shareholders as a whole Any shares repurchased
under this authority will erther be cancelled or held in
Treasury for future re-sale in appropniate market
condrtions

To continue as aVCT

The Board propose to put a resolutton to
Shareholders annually to continue as a VCT for the
following six-year period This period 15 designed to
accommodate Shareholders who invest in new shares
for whom income tax relief requires a five year
holding period

Substantial Shareholdings

As at the date of this report, no disclosures of major
shareholdings had been made to the Company under
Disclosure and Transparency Rule 5 (Vote Holder and
Issuer Notsfication Rules)

Creditor Payment Policy

The Company's payment policy for the forthcoming
financial year 1s to agree terms of payment before
business 1s transacted and to settle accounts in
accordance with those terms The Company does not
follow any code or standard with regard to creditor
payment practice At 29 February 2012 there were no
trade creditors (2011 £nil)

Environmental Policy
The Company always makes full effort to conduct its
business in a manner that 1s responsible to the

environment, This responsibility 15 maintained in
investment decasions where possible




Going Concern

The Company’s business actvities and the factors
likely to affect its future development, performance
and position are set out in the Chairman’s Statement
and Investment Manager's Review on pages 7 to |7
Further detaills on the management of financial risk
may be found in note |7 to the Financial Statements

The Board recewves regular reports from the
Investment Manager and the Directors have a
reasonable expeciation that the VCT has adequate
resources to continue in operational existence for the
foreseeable future Thus, as no matenal uncertainties
leading to significant doubt about going concern have
been identified, 1t 1s appropriate to continue to adopt
the going concern basis In preparing the financial
statements

Independent Auditor

PKF (UK) LLP offers thernselves for re-appointment as
audritor A resolution to re-appoint PKF (UK) LLP as
audrter and to authonse the Directors to fix ther
rermuneration will be proposed at the forthcoming
Annual General Meeting

So far as each of the Directors at the time the report
15 approved are aware

() there s no relevant inforrmation of which the
audrtor I1s unaware, and

(b} they have taken all the steps they ought to have
taken to make themselves aware of any relevant
audit information and to establish that the
auditor 1s aware of that information

Corporate Governance

The Board of the Company has considered the
principles and recommendations of the Association of
Investrnent Companies Code of Corporate
Governance (AlC Code) by reference to the
Association of Investment Companies Corporate
Governance Guide for Investment Compantes (AIC
Guide)
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The AIC Code, as explained by the AIC Guide,
addresses all the principles set out in The UK
Corporate Governance Code, as well as setung out
addrtional principles and recommendations on Issues
that are of specffic relevance to the Company The
Board constders that reporting against principles and
recommendations of the AIC Code, by reference to
the AIC Guide {which incorporates The UK
Corporate Govermance Code) will provide better
informatton to shareholders

The Company 1s committed to maintairning high
standards in corporate governance The Directors
consider that the Company has, throughout the year
under review, complied with the provisions set out in
The UK Corporate Governance Code with the
exceptions set out in the Compliance Statement on
page 3!

Performance Evaluation

In accordance with The UK Corporate Governance
Code, a performance evaluation was conducted by
the Directors completing a questionnaire which was
returned to the Chairman who provided a summary
of the findings to the Board at the following meeting
The performance of the Chairman was evaluated by
the other Directors

Appointment and Replacement of Directors

A person may be appointed as a Director of the
Company by the shareholders at a general meeting by
Ordinary Resolution (requiring a simple majority of
the persons voting on the relevant Resolution) or by
the Directors no person, other than a Director
retiring by rotation or otherwise, shall be appointed or
reappointed a Director at any general meeting unless
he 1s recommended by the Directors or, not less than
seven nor more than 21| clear days before the date
appointed for the meeting, notice is given to the
Company of the intention to propose that person for
appointment or re-appaintment in the form and
manner set out 0 the Company’s Articles of
Association Each Director whe 1s appointed by the
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Directors (and who has not been elected as a
Director of the Company by the members at a
general meeting held in the interval since his
appointment as a Director of the Company) 1s to be
subject to election as a Director of the Company by
the members at the first Annual General Meeting of
the Company fellowing his appointment At each
Annual General Meeting of the Company one-third of
the Directors for the time being, or if their number s
not three or an integral multple of three the number
nearest to but not exceeding one-third, are to be
subject to re-election The Companies Act allows
shareholders in a general meeting by Ordinary
Resolution (requiring a simple majorrty of the persons
voting on the relevant Resolution) to remove any
Director before the expiration of his or her peniod of
office, but without prejudice to any daim for damages
which the Director may have for breach of any
contract of service between him or her and the
Company A person also ceases to be a Director if he
or she resigns in writing, ceases to be a Director by
virtue of any provision of the Companies Act,
becomes prohibrted by law from being a Director,
becomes bankrupt or is the subject of a relevant
insolvency precedure, or becomes of unsound mind,
or If the Board so decides following at least six
months’ absence without leave or if he or she
becomes subject to relevant procedures under the
mental health laws, as set out in the Company's
Articles of Association

Powers of the Directors

Subject to the prowisions of the Companies Act, the
Memorandum and Articles of Association of the
Company and any directions given by shareholders by
Special Resolution, the Articles of Association specify
that the business of the Company 1s to be managed
by the Directors, who may exercise all the powers of
the Company, whether relating to the management of
the business or not In particular the Directors may
exercise on behalf of the Company its powers tc
purchase rts own shares to the extent permitted by
shareholders Authority was given at the Company's
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201 | Annual General Meeting to make market
purchases of up to 10% of the 1ssued Ordinary share
caprtal at any time up to the 2012 Annual General
Meeting and otherwise on the terms set out In the
relevant resolution, and renewed authority 1s being
sought at the 2012 Annual General Meeting as set out
in the notice of meeting

Board of Directors

The Company has a Board of four non-executive
Directors, all of whom are considered to be
independent The Board meets regularly on a
quarterly basis, and on other occasions as required, to
review the investment performance and monitor
compliance with the investment policy laid down by
the Board

The Board has a formal schedule of matters
specifically reserved for its decision which include

e the consideration and approval of future
developments or changes to the investment
pohcy, incuding risk and asset allocation,

¢« consideration of corporate strategy,

e  approval of the appropnate dividend to be paid
to the shareholders,

e the appontment, evaluation, removal and
remuneration of the Manager,

e the performance of the Company, including
monitoring of the discount of the net asset value
to the share price, and

e  monrtoring shareholder profiles and considering
shareholder communications

The Chairman leads the Board in the determination of
fts strategy and in the achievernent of its objectives
The Chairman is responsible for organising the
business of the Board, ensuring tts effectiveness and
setting rts agenda and has no involvernent in the day
to day business of the Company He facilitates the
effective contribution of the Directors and ensures
that they receive accurate, timely and clear

information and that they communicate effectively
with shareholders
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The Company Secretary 1s responsible for advising the not considered appropriate to identify a member of

Board through the Chairman on all governance the Board as the sermor non-executive Director of the
matters All of the Directors have access to the adwvice Company

and services of the Company Secretary, who has The Company's Articles of Association and the
administrative responsibility for the meetings of the schedule of matters reserved to the Board for

Board and its committees Directors may also take decision provide that the appointment and removal of

independent professional advice at the Company's the Company Secretary 1s a matter for the full Board
expense where necessary m the performance of their

duties As all of the Directors are non-executive, it 1s

Duning the year the following meetings were held

Full Board Meetings Audit Committee Meetings
Number Number Number Number
held attended held attended
Michael Reeve 5 5 2 2
Marion Sears (apponted | Qctober 201 1) 2 2 I i
Stephen Hazell-Srmuth 5 5 2 2
Roger Smith 5 5 P 2

Additional meetings were held as required to address specific 1ssues including considering recommendations from
the Investment Manager and approval of documentation to shareholders A brief biographical summary of each
Director is given on page |9

The Company’'s Articles of Association require that one third of Directors should retire by rotation each year and
seek re-election at the Annual General Meetng and that Birectors appomnted by the Board should seek
re-appointment at the next Annual General Meeting All Directors are required to submit themselves for re-
election at least every three years In accordance with the UK Corporate Governance Code, Michael Reeve,
Stephen Hazell-Smrth and Roger Smith are offering themselves for re-election due to their length of service

Due date for

Date of Original Re-election/

Appointment election

Michael Reeve 02/02/1998 AGM 2012
Marion Sears CI/10/201 | AGM 2012
Stephen Hazell-Srmith 02/02/1998 AGM 2012
Roger Smrth Q2/021998 AGM 2012

Michael Reeve, Stephen Hazell-Smith and Roger Smith have all been Directors of the Company for more than
nine years and, in accordance with the recommendations of the AIC code, are subject to annual re-election The
Board does not have a policy of imiting the tenure of any Director as the Board does not consider that a
Director's length of service reduces his ability to act independently of the Manager Marion Sears was appointed
on | October 2011 and is subject to retirement 1In accordance with the Company’s Articles of Association She
will seek election at the Annual General Meeting
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The Board have discussed thewr ability to remain
independent and consider that this does remain the
case due to their non-involvement in the day to day
running of the Company

The Board has appointed one committee to make
recommendations to the Board in a specific area

Audit Committee

The Audit Committee 1s chared by Roger Smith and
consists of the four independent Directors The Audit
Committee believes Roger Smith possesses
appropnate and relevant financial expenience as per
the requirements of The UK Corporate Governance
Code The Board considers that the members of the

Committee are independent and have collectively the
skilis and experience required to discharge ther duties

effectively

The Audit Committee's terms of reference include the

following roles and responsibilities

. reviewing and making recemmendations to the
Board in relation to the Company’s published
financial statements and other formal
announcements relating to the Company’s
financial performance,

e reviewing and making recommendations to the
Board in relation to Octopus Investments
Lirmited's internal controls (including interna
financial control) and risk management systems,

. periodically considering the need for an internal
audrt function,

«  making recommendations to the Board in

relation to the appointment, re-appointment and

removal of the external auditor and approving
the remuneration and terms of engagement of
the external audror,

e reviewing and monitoring the external auditor’s
independence and objectivity and the
effectiveness of the audit process, taking into

consideration relevant UK professional regulatory

requirements,
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e monitoring the extent to which the external
audrtor 1s engaged to supply non-audit services,
and

o  ensuring that the Investment Manager has
arrangements Iin place for the investigation and
follow-up of any concerns raised confidentially by
staff in relation to propnety of financial reporting
or other matters

The Committee reviews its terms of reference and its
effectiveness annually and recommends to the Board
any changes required as a result of the review The
terms of reference are avallable on request from the
Company Secretary The Committee meets twice per
year and has direct access to PKF (UK) LLP the
Company's external auditor Non-audit services are
not provided by the external auditor and therefore
the Audit Commrttee does not believe there are any
influences on their independence or objectivity When
considering whether to recommend the re-
appeointment of the external auditor, the Committee
take into account the tenure of the current auditor in
addrtion to comparing the fees charged to similar
sized VCTs

The Company does not have an independent internal
audit function as it 1s not deemed appropnate given
the size of the Company and the nature of the
Company's business However, the Committee
considers annually whether there 15 2 need for such a
function and if so would recommend this to the
Board

Durning the year ended 29 February 2012, the Audit
Commrttee discharged its responsibilities by

s reviewing and approving the external audrtor's
terms of engagement and remuneration,

s reviewing the external auditor's plan for the audit
of the Company’s financial statements, including
identification of key risks and confirmation of
audrtor independence,

reviewing Octopus Investments Limited's
statement of internal controls and compliance
procedures in relation to the Company's business




and assessing the effectiveness of those controls
N minimising the impact of key risks,

» reviewing periodic reports on the effectiveness
of Octopus's compliance procedures,

» reviewing the appropriateness of the Company’s
accounting palicies,

s reviewing the Company's draft annual financial
and interim results statement prior to Board
approval, and

e reviewing the external auditor’s detalled reports
to the Committee on the annual financial
statements

Internal Controls

The Directors have overall responsibility for keeping
under review the effectiveness of the Company's
systermns of internal controls The purpose of these
controls 1s to ensure that proper accounting records
are maintained, the Company’s assets are safeguarded
and the financial information used within the business
and for publication Is accurate and reliable, such a
system can only provide reasonable and not absolute
assurance against material misstatement or loss The
system of internal controls 1s designed to manage
rather than eliminate the nsk of falure to achieve the
business objectives The Board regularly reviews
financial results and investment performance with rts
Investment Manager

The Board delegates the idenufication of appropriate
opportunities and the investment of funds to Octopus
Investments Limited The Board regularly reviews
reports upon the investments made and on the status
of existing investments

Octopus Investments Limrted 1s engaged to carry out
the accounting function and all quoted investrenits
are held in CREST

The Directors confirm that they have established a
continuing process throughout the year and up to the
date of this report for identifying, evaluating and
managing the significant potential risks faced by the
Company and have reviewed the effectiveness of the
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mnternal control systems As part of this process an
annual review of the internal control systems s
carried out in accordance with the Financial Reporting
Counal guidelines for internal control The Board does
not consider it necessary to maintain a separate
internal audrt function

Internal control systems include the production and
review of monthly bank recenciliations and
management accounts All cutflows made from the
VCT's accounts require the authority of two
signatones from Octopus Investments Limited The
VCT 15 subject to a full annual audit and the auditor 1s
the same auditor for another VCT managed by the
Investment Manager Further to this, the Audit Partner
has open access to the Directors of the VCT and the
Investment Manager 1s subject to regular review by
the Octopus Investments Limited Compliance
Department

Financial Risk Management Objectives and Policies

The Company 1s exposed to the risks ansing from rts
operational and investment activites Further details
can be found in note |7 to the Financial Statements
and on page 22 of the Director's Report

Relations with Shareholders

Shareholders have the opportunity to meet the Board
at the Annual Genera) Meeting In addrbion to the
formal business of the AGM, the Board 1s available to
answer any questions shareholders may have

The Board 1s also happy to respond to any written
quertes made by shareholders during the course of
the year and can be contacted at 20 Old Bailey,
London, EC4M 7AN Alternatively, the team at
Octopus Is happy to answer any questions you may
have and can be contacted on 0800 316 2396

Comphance Statement

The Listing Rules require the Board to report on
compliance throughout the accounting period with all
relevant provisions set out in The UK Corporate
Governance Code The preamble to The UK
Corporate Governance Code does, however,
acknowledge that some prowisions may have less
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relevance for investment comparies adding that the
AIC Code and AIC Guide can assist in meeting the
obligations under The UK Corporate Governance
Code With the exception of the limited tems
outhned below, the Company has complied
throughout the accounting year to 29 February 2012
wrth the provisicns set out in The UK Corporate
Governance Code The section references to the UK
Corporate Governance Code are shown in brackets
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The Company does not have a Chief Executive
Officer or a sentor iIndependent Director The
Board does not consider this necessary for the
size of the Company [A | 2 and A4 1]

The Company does not have a separate
Nomination Committee Appointments are dealt
with by the full Board as and when appropnate
(B21 -24}

The Company conducts a formal review as to
whether there 15 a need for an internal audn

function However, the Directors do not consider

that an intermnal audit would be an appropriate
control for aVCT [C 3 2]

4 The Company does not have a Remuneration
Committee given the size of the Company and
as such the whole board deal with any matters
of this nature [D1 | —24]

5  The Company has no major shareholders
therefore shareholders are not given the
opportunity to meet any Non-Executive
Directors at a specific meeting other than the
Annual General Meeting [E 1 | and E | 2]

By order of the Board

CNN e

Celia LWhitten FCIS
Company Secretary
7 June 2012
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REPORT

Introduction

This report 1s submitted in accordance with Chapter 6
of Part |5 of the Companies Act 2006, in respect of
the year ended 29 February 2012 An Ordinary
Resolution for the approval of this report wall be put
to the members at the forthcorming Annual General
Meeting

The Company's auditor, PKF (UK} LLF 1s required to
give their opinion on certain information ncluded 1n
this report, this only comprises the Cirectors’
emolurments section below Their report on these and
other matters 1s set out on pages 36 and 37

Consideration by the Directors of Matters Relating
to Directors’ Remuneraton

The Board as a whale considers Directors’
remuneration and has not appointed a separate
committee in this respect The Board has not sought
advice or services from any person In respect of its
consideration of Directors’ remuneration during the
year (althcugh the Directors expect from time to time
to review the fees against those paid to the Boards of
Directors of other VCTs)

Statement of the Company’s Policy on Directors’
Remuneration

The Board consists entirely of non-executive
Directors, who meet at least four tmes a year and on
other occasions as necessary, to deal with the
important aspects of the Company’s affarrs Directors
are appointed with the expectation that they will
serve for, at least, a perod of three years All Directors
retire at the first General Meeting after election and
thereafter one third of all Directors are subject to
retirement by rotation at subsequent Annual General
Meetings Re-election will be recommended by the
Board but dependent upon shareholder vote

Each Director received a letter of appointment A
Director may resign by notice in writing to the Board
at any time None of the Directors are entitled to
compensation payable upon early termination of their
contract other than in respect of any unexpired notice
period

The Campany's policy 1s that the fees payable to the
Directors should reflect the time spent by the Board
on the Company's affars and the responsibilities
borne by the Directors They should be sufficient to
attract candidates of high calibre to be recruted The
policy 1s for the Chairman of the Board to be pad
higher fees than the other Directors in recogntton of
his more onerous role The policy 1s to review these
rates from time 1o time, although such review will not
necessarily result in any changes

The Company's policy 15 for the Directors to be
remunerated in the form of fees, payable quarterly n
arrears The fees are not specifically related to the
Cirectors’ performance, ether individually or
collectively There are no long-term incentive schemes,
share option schemes or pension schemes in place
No other remuneration or compensation was paid or
payable by the Compary during the year to any of the
current Directors

Company Performance

The Board 1s responsible for the Company's
nvestment strategy and performance, atthough the
management of the Company's investrnent portfolio 1s
delegated to the Investment Manager through the
Investrment managerment agreement, as referred to in
the Directors’ Report The graph overleaf compares
the total return of the Company over the period from
February 2005 to February 2012 with the total return
from notianal investments in the FTSE All-Share Index
and FTSE Small-Cap ex-investment trusts index over
the same peniod The Directors consider these to be
the most appropriate benchmarks but would remind
investors that approximately 30% of the FTSE AIM All-
share Index 1s attributable to resources or property
sector stocks which venture caprtal {rusts cannot
invest in Investors should be reminded that shares in
venture caprtal trusts generally continue 1o trade at a
discount to the net asset value of the Company
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The total expense ratio for the Company for the year to 22 February 2012 was 2 5 per cent based upon net

assets as at 29 February 2012 (201 26 per cent)

Directors’ Emoluments (information subject to audit)

Year ended Year ended
Annual rate of Directors’ fees, 29 February 2012 28 February 201 |
exclusive of Employers’ National Insurance £ £
Michael Reeve 24,450 24,450
Marion Sears* 7,640 -
Stephen Hazell-Smith 18,340 18,340
Roger Smith 18,340 18,340
Total 68,770 61,130

* Appointed on | Cctober 201 |
The Directors do not receve any other form of emoluments in addition to the Directors’ fees

By Order of the Board

Celia L Whatten FCIS
Company Secretary
7 June 2012
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DIRECTORS RESPONSIBILITIES

STATEMENT

The Directors are responsible for preparing the
Directors’ Report, the Directors' Remuneration
Report and the financial statements in accordance
with applicable law and regulations They are also
responsible for ensuring that the annual report
includes information required by the Listing Rules of
the Financial Services Authorty

Company law requires the Directors to prepare
financial statemenits for each financial year Under that
law the Directors have elected to prepare the financial
statements in accordance with United Kingdorn
Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law)
Under company law the Directors must not approve
the financial statements unless they are satisfied that
they give a true and far view of the state of affairs of
the Company and of the profit or loss of the
Company for that period

In prepaning these financial statements the Directors
are required to

o select suitable accounting policies and then apply
them consistently;

e«  make judgments and accounting estimates that
are reasonable and prudent,

s  state whether applicable UK accounting
standards have been followed, subject to any
material departures disclosed and explained in
the financial statements, and

« prepare the financial statements on the going
concern basis unless it s inappropriate to
presume that the Company will continue in
business

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and
explain the Company’s transactions, to disclose with
reasonable accuracy at any tme the financial posrtion
of the Company and to enable them to ensure that
the financial statements comply with the Companies
Act 2006 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 irregularities

The Directors are responsible for the mantenance
and integrity of the corporate and financial
information included on the Company's website
Legslation in the United Kingdom governing the
preparatton and dissemination of the financal
staternents and other information included in annual
reports may differ from legislation in other
jurisdictions

The Directors confirm, to the best of their knowiedge

e  that the financial statements, which have been
prepared in accordance with UK Genrerally
Accepted Accounting Practice, give a true and
fair view of the assets, liabilities, financial posrtion
and profit or loss of the company, and

e that the management report, comprising the
Chairman’s Statement, Investment Manager’'s
Review, Investment Portfolic and Directors’
Report includes a far review of the development
and performance of the business and the
positton of the Company, together with a
description of the principal risks and
uncertanties that 1t faces

The names and functions of all the Directors are
stated on page |9

On Behalf of the Board

M Aot fq\sz,e,ue,

Michael Reeve
Chairman
7 June 2012
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INDEPENDENT AUDITOR'S
REPORT TO THE MEMBERS OF
OCTOPUS AIMVCT PLC

We have audited the financial statements of Octopus
AIMVCT Plc for the year ended 29 February 2012
which comprise the Income Statement, the Balance
Sheet, the Recanciiabion of Movements in
Shareholders’ Funds, the Cash Flow Statement and the
related notes The financial reporting framework that
has been applied in their preparation is applicable law
and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

This report is made solely to the Company's
members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 Our audit work
has been undertaken so that we might state to the
Company’s members those matters we are required
to state to them in an auditor's report and for no
other purpose To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone
other than the Company and the Company's
members as a body, for our audit work, for this
report, or for the cpinions we have formed

Respective responsibilities of Directors and auditor

As explained more fully n the Directors’
Responsibiliies Statement, the Directors are
respeonsible for the preparation of the financial
statements and for being satisfied that they give a true
and fair view Our responsibility is to audit and express
an opinion on the financal statements in accordance
with applicable law and International Standards on
Audrting (UK and Ireland) Those standards require us
to comply with the Audrting Practices Board's Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audrt involves obtaining ewidence about the
amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the
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financial statements are free from matenal
misstatement, whether caused by fraud or error This
includes an assessment of whether the accounting
policies are appropnate to the Company's
carcumstances and have been consistently applied and
adequately disclosed, the reasonableness of signficant
accounting estimates made by the Directors, and the
overall presentation of the financial statements In
addition, we read all the financial and non-financial
information in the annual report to identfy matenal
inconsistencies with the audited financial statements If
we become aware of any apparent matenal
misstaterments or incansistencies we consider the
implications for our report

Opinion on financial statements
In our opinion the financal statements

s  give atrue and far view of the state of the
Company's affairs as at 29 February 2012 and of
its loss for the year then ended,

s  have been properly prepared in accordance with
United Kingdom Generally Accepted Accounting
Practice, and

s  have been prepared in accordance with the
requirements of the Companies Act 2006

Opinion on other matters prescribed by the
Companies Act 2006

In our opnion

s the part of the Directors’ Remuneratton Report
to be audited has been properly prepared in
accordance with the Companies Act 2006,

e« the information given in the Directors’ Report
for the financial year for which the financial
statements are prepared is consistent with the
financial statements




Matters on which we are required to report by
exception

We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to
report to you If, In our opinion

s  adequate accounting records have not been kept,
or returns adequate for our audit have not been
received from branches not visited by us, or

e the financal staternents and the part of the
Directors’ Remuneration Report to be audited
are not in agreement with the accounting
records and returns, or

. certain disclosures of Directors’ remuneration
specified by law are not made, or

¢ we have not received all the information and
explanations we require for our audit

Octopus AIMVCT plc | Annual Report | 2012

Under the Listing Rules we are required to review

the Directors' statement, set out on page 35 in
relation to going concern, and

the part of the Corporate Governance
Statement relating to the Company’s compliance
with the nine provsions of the UK Corporate
Governance Code specified for our review, and

certain elements of the report to the
shareholders by the Board on Directors’
Remuneration

pyi{Lie JLp

Timothy Drew

{Sentor statutory audrtor)

for and on behalf of PKF (UK) LLP
Statutory auditor

London, UK

7 June 2012
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INCOME STATEMENT

Year to 29 February 2012 Year to 28 February 201 |

Revenue Capital  Total Revenue Capnal Total

Notes  £'000 £000 £000 £000 £000 £000

(Loss)/gain on disposal of fixed asset investments i - (93) (?3) - 2611 2611
(Loss)/gain on valuation of fixed asset investments || - (136) (136) - 4045 4045
Investment Income 2 475 - 475 301 - 301
Investment management fees 30197y (590) (787) (139) (418) (557
Merger costs 6 - - - {134 - (134
Other expenses 4 (227) - 227y (210) - 210
(Loss)/profit on ordinary activities before tax 51 (819) (768) (182) 6238 6056
Taxation on profit on ordinary activities 7 - - - - - -
(Loss)/profit on ordinary activities after tax 51 819y (768B) (182 6238 6,056
Return per share — basic and diluted 9 Olp (18p (I.L}p (©5p 177p 172p

e the Total column of this statement represents the statutory Profit and Loss account of the Company, the
supplementary revenue return and capital return columns have been prepared in accordance with the AIC

Statement of Recommended Practice

s  all revenue and capital tems In the above statement denve from continuing operations In respect of the
year to 28 February 201 [, this includes the assets and liabilties of Octopus Phoenix VCT plc that were

transferred to the Company on 12 August 2010

e« the Company has only one class of business and derives its income from investrnents made in shares and

securities and from bank and money market funds

The Company has no recognised gans or losses other than the results for the period as set out above

Accordingly a statement of recognised gains and losses is not required

Cther than revaluation movements anising on investments held at far value through the profit and loss account,
there were no differences between the loss as stated above and at historical cost

The accompanying notes are an integral part of the financial statements
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BALANCE SHEET

As at As at

29 February 2012 28 February 2011

Notes £'000 £000 £'000 £000

Fixed asset investments* I 30436 28,049

Current assets

Investments* 12 8,609 10,655
Debtors I3 56 19
Cash at bank 668 475
9,333 11,149
Credrtors amounts faling due within one year 14 (80) {258)

Net current assets 9,253 10,891

Net assets 39,689 38,940
Called up equity share capital 15 454 412
Shares to be 1ssued 15 279 352
Share premium 16 - 1,317
Special distributable reserve 16 56,054 25,194
Caprtal redemption reserve 16 2 15,710
Capital reserve realised 6 (20,353) (14.465)
Caprtal reserve unrealised 16 3,067 285
Revenue Reserve 6 186 135

Total equity shareholder’s funds 39,689 38,940

Net asset value per share — basic and diluted i0 86 9p 944p

*Held at fair value through profit and loss

The accompanying notes are an integral part of the financial statements

The statements were approved by the Directors and authonised for issue on 7 June 2012 and are signed on their
behalf by

i

N*V\&c\ { vy

Michael Reeve
Chairman

Company number 03477519
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RECONCILIATION OF
MOVEMENTS IN
SHAREHOLDERS FUNDS

Year to Year to

29 February 2012 28 February 2011

Notes £°000 £'000

Shareholders’ funds at start of year 38,940 23,644

{Loss)/profit for the period (768) 6,056
Shares 1ssued upon acquisttion of assets and liabilrties

from Octopus Phoenix VCT plc - 6.656

Stamp duty on shares ssued - 29)

Share caprtal bought back (681) {801)

Issue of shares 4,558 4,995

Shares to be issued (73) 352

Dividends paid 8 (2.287) (1.933)

Shareholders’ funds at end of year 39,689 38940

The accompanying notes are an integral part of the financial statements

40




Getopus AIMVCT plc | Annual Report | 2012

CASH FLOW STATEMENT

Year to Year to
29 February 2012 28 February 201 |
Notes £'000 £000
Net Cash (outflow)/inflow from operating activities (754) (546)
Taxation 7 - -
Financial investment:
Purchase of fixed asset mvestments Il (5.570) (6.112)
Sales of fixed asset nvestments I 2,954 7572
Net cash (outflow)/inflow from investing activities (2,616) 1,460
Equity dividends paid (2,287) (1.933)
Management of liquid resources
Purchase of current asset investments 12 (14.185) (27.479)
Sales of current asset investments 12 16,231 23,556
Net cash inflow/{outflow) from investing acuvities 2,046 (3.923)
Financing
Cash received on acquisition of net assets of Octopus
Phoenix VCT plc - 747
Stamp duty on shares 1ssued to acquire net assets of Octopus
Phoenix VCT plc - (29)
Proceeds from issue of shares 15 4,558 4995
Shares to be 1ssued 15 (73) 352
Purchase of own shares 5 (681) (801)
Net cash inflow from financing activities 3,804 3.331
Increase in cash 193 322

The accompanying notes are an integral part of the financial statements
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RECONCILIATION OF PROFIT BEFORE TAXATION TO CASH

FLOW FROM OPERATING ACTIVITIES

Year to Year to

29 February 2012 28 February 201 |

Notes £'000 £'000

{Loss)/profit on ordinary activities before tax (768) 6,056
{Increase)/decrease In debtors i3 37" 8
{Decrease)/increase in creditors ' 4 (178) 46
Loss/(gain) on disposal of fixed asset investments It 93 el
Lossf(gan) on valuation of fixed asset investments I 136 (4.045)
OQutflow from operating activities (754) (546)

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN

NET FUNDS

Year to Year to
29 February 2012 28 February 2011
£'000 £000
Increase in cash at bank 193 322
Movement in cash equivalent securities {2.046) 3923
Opening cash funds 11,130 6,885
Net funds at 29 February 2012 9,277 11,130

Liquid Resources at 29 February comprised
As at As at
29 February 2012 28 February 201 |
£000 £'000
Cash at Bark 668 475
Money market cash funds 8,609 10,655
MNet funds at 29 February 9,277 11,130

The accompanying notes are an integral part of the financial statemenits
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NOTES TO THE FINANCIAL
STATEMENTS

Principal Accounting policies

Basis of accounting

The financial statements have been prepared under the historical cost convention, except for the
measurement at fair value of certain financial instruments, and in accordance with UK Generally Accepted
Accounting Practice {UK GAAP), and the Statement of Recommended Practice (SCORP) ‘Financial Statements
of Investment Trust Companies and Venture Capital Trusts' (revised 2009)

The comparative results include the transfer of the assets and liabilittes of Octopus Phoenix VCT plc to the
Company, with effect from 12 August 2010 Results for the current year are reported for the one share class
of the enlarged VCT now In issug, namely Ordinary Shares

The prinapal accounting policies have remained unchanged from those set out in the Company's 201 |
Annual Report and financial statements A summary of the pninapal accounting policies 15 set out below

The Company presents its Income Statement in a three column format to give shareholders additional detail
of the performance of the Company, split between terns of a revenue or capital nature

The preparation of the financial statements requires Management to make judgements and estimates that
affect the application of policies and reported amounts of assets, habilities, income and expenses Estimates
and assurptions mainly relate to the farr valuation of the fixed asset investments

The Company has designated all fixed asset investments as being held at far value through profit and loss,
therefore all gains and losses arising from investments held are attrbutable to financial assets held at farr value
through profit and loss Accordingly, all interest income, fee iIncome, expenses and nvestment gains and losses
are attnbutable to assets designated as being at fair value through profit or loss

Current asset Investments comprising money market funds are held for trading and are therefore
automatically classified as fair value through profit or loss

AIM and PLUS Quoted investments are valued in accordance with the bid-price on the relevant date

Although the Company believes that the assumptions concerning the business environment and estimate of
future cash flows are appropriate, changes in estimates and assumptions could require changes in the stated
values This could lead to additional changes in fair value in the future

Investments
Purchases and sales of investments are recognised in the financial statements at the date of the transaction

(trade date)

These investments will be managed and their performance evaluated on a far value basis in accordance with
a documented investment strategy and information about them has to be provided internally on that basis to
the Board Accordingly as permitted by FRS 26, the iInvestments will be designated as farr value through profit
and loss ("FVTPL") on the basis that they qualify as a group of assets managed, and whose performance is
evaluated, on a farr value basis in accordance with a documented investment strategy The Company's
investments are measured at subsequent reporting dates at far value

In the case of Investments quoted on a recognised stock exchange, far value 15 established by reference to
the closing bid price on the relevant date or the last traded price, depending upon convention of the
exchange on which the investment 1s quoted In the case of unguoted investments, fair value 1s established by
using measures of value such as the price of recent transactions, earnings muttiple and net assets This is
consistent with International Private Equrty and Venture Capital valuation guidelines,
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NOTES TO THE FINANCIAL
STATEMENTS (continued)

|.  Principal Accounting policies (contunued)
Gains and losses ansing from changes in fair value of investments are recogrused as part of the caprtal return
within the Income Statement and allocated to the capral reserve — unrealised

In preparation of the valuations of assets the Directors are required to make judgements and estimates that
are reasonable and incorporate their knowledge of the performance of the investee companies

Current asset tnvestments

Current asset investments comprise money market funds and deposits and are designated as FVTPL. Gains
and losses arising from changes in fair value of Investments are recognised as part of the capital return within
the Income Statement and aliocated to the appropriate capital reserve

The current asset investments are all invested with the Company’s cash manager and are readily convertible
into cash at the choice of the Company The current asset investments are held for trading, are actively
managed and the performance is evaluated on a far value basis in accordance with a documented
investment strategy Information about them has to be provided internally on that basis to the Board

Income
Investment income includes interest earned on bank balances and money market securities and includes
income tax withheld at source Dividend tncome 1s shown net of any related tax credit

Dmdends receivable are brought into account when the Company's nght to receive payment 1s established
and there 15 no reasonable doubt that payment will be received Fixed returns on debt and money market
securities are recognised on a time apportionment basis so as to reflect the effective yield, provided there 1s
no reasonable doubt that payment will be received in due course

Expenses

All expenses are accounted for on an accruals basis Expenses are charged wholly to revenue with the
exception of the investment management fee, which has been charged 25% to the revenue account and 75%
to the realised capital reserve to reflect, in the Directors’ opinion, the expected long term split of returns in
the form of iInccme and caprtal gains respectively from the investment portfolio

Revenue and capital

The revenue column of the Income Statement includes all iIncome and revenue expenses of the Company

The capital column includes realised and unrealised gains and losses on investments Gains and losses arising
from changes in far value are considered to be realised only to the extent that they are readily convertible
to cash in full at the balance sheet date

Taxation

Corporation tax payable 1s apphed to profits chargeable to corporation tax, if any, at the current rate The tax
eflect of different iterns of Income/gain and expenditurefloss 15 allocated between caprtal and revenue return
on the “margnal” basis as recommended in the SORP

Deferred tax I1s recogrised on an undiscounted basis in respect of all tming differences that have ongnnated
but not reversed at the balance sheet date where transactions or events have occurred at that date that will
result in an obligation to pay more, or a nght to pay less tax, with the exception that deferred tax assets are
recognised only to the extent that the Directors consider that it 1s more likely than not that there will be
surtable taxable profits from which the future reversal of the underlying timing differences can be deducted
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Principal Accounting pelicies {(continued)
Cash and liquid resources

Cash, for the purposes of the cash flow statement, comprises cash in hand and deposits repayable on
demand, less overdrafts payable on demand Liquid resocurces are current asset investments which are
disposable without curtailing or disrupting the business and are erther readly convertible into known
amounts of cash at or close to their carrying values or traded in an active market Liguid resources comprise
term deposits of less than one year (other than cash) and mvestments in money market managed funds

Loans and receivables

The Company's loans and recevables are inittally recognised at far value and subsequently measured at

amortised cost, using the effective interest method

Financial instruments

The Company's principal financial assets are rts investments and the policies in relation to those assets are set
out above Financial habilities and equity instruments are classified according to the substance of the
contractual arrangements entered into An equity mstrument s any contract that evidences a residual interest

In the assets of the entity after deducting all of its financial habilres Where the contractual terms of share

caprtal do not have any terms meeting the definition of a financial hability then this is classed as an equity

instrument Dividends and distributions relating to equity instruments are debited direct to equity !

Financing strategy and capial structure

FRS 29 ‘Finanaal Instruments Disclosures’ comprises disclosures relating to fingncial instruments We define
capital as shareholders’ funds and our financial strategy in the medium term s to manage a level of cash that
balances the nisks of the business with optimising the return on equity The Company currently has no
borrowings nor does 1t anticipate that it will drawdown any borrowing facities in the future to fund the

acquisition of investments
The Company does not have any externally imposed caprtal requirements
Dividends

Dwidends payable are recognised as distributions in the financial statements when the Company’s hability to
make payment has been established This lhability 1s established for intemm dividends when they are pad, and

for final dwidends when they are approved by the shareholders

income
29 February 2012 28 February 2011
£'000 £'000
Interest recevable on money market secunities and bank balances 86 46
Dwmdends received (fixed asset investments) 380 246
Loan interest recerved 9 9
475 301 |
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NOTES TO THE FINANCIAL
STATEMENTS (continued)

3

46

Investment management fees

29 February 2012 28 February 201 |
Revenue Capital Total  Revenue Capital Total
£000 £'000 £'000 £000 £000 £'000
Investment management fee 197 590 787 139 418 557
197 590 787 139 418 557

For the purposes of the reverue and caprtal columns in the Income Statement, the management fee has
been allocated 25% to revenue and 75% to capital, in ine with the Board'’s expected long term return in the
form of income and capital gains respectively from the Company's investment portfolio

Other expenses
29 February 2012 28 February 201 |

£000 £'000

Directors’ remuneration 69 60
Fees payable to the Company's auditor for the audit of the

financial statements 23 25

Other expenses 135 125

227 210

The total expense ratio for the Company for the year to 29 February 2012 was 2 5% (2011 26%)

Directors’ remuneration
29 February 2012 28 February 2011

£'000 £'000

Directors’ emoluments
Michael Reeve 24 24
Marion Sears 9 -
Roger Smrth 18 18
Stephen Hazell-Smith 18 18
69 60

None of the Directors recewved any other remuneration or benefit from the Company during the year The
Company has no employees other than non-executive Directors The average number of non-executive
Directors in the year was four (2011 three)
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Merger costs

In the prior year, Octopus AIMVCT plc merged with Octopus Phoenix VCT ple The prospectus estimated
that total costs to combine the Company with Octopus Phoenix VCT plc would be £199,000 The actual
costs were £208,000 £52,000 of this was borne by Octopus Phoenx VCT ple, while £156,000 was borne by
the Company due to the relatively higher total net assets of the Cormpany The total stamp duty on the issue
of shares was £29,000 (£7,000 of this was borne by Octopus Phoenix VCT when determining its assets and
liabilities at the date of the merger) The cash payment of the total £29,000 was borne by the Company
£134,000 15 disclosed as merger costs in the Income Statement as the stamp duty went to the share
premium account

Tax on ordinary activities
The corperation tax charge for the year was £nil (2011 £nil)

Factors affecting the tax charge for the current year

The current tax charge for the year differs from the effective small company rate of corperation tax in the
UK of 2008% (2011 2196) The differences are explained below

Current tax reconahation
29 February 2012 28 February 2011

£000 £'000
(Loss)/profit on ordinary activities before tax (768) 6,056
Current tax at 2008% (2011 21%) (154) 1,272
Income not hable to tax (78) (50
Expenses not deductible for tax purposes - 37
Losses not deductible for tax 46 (1,401)
Excess management expenses carried forward 186 142

Total current tax charge - -

Approved VCTs are exempt from tax on capital gains within the Company Since the Directors intend that
the Company will continue 1o conduct rts affairs so as to maintan ts approval as a venture caprtal trust, no
current deferred tax has been provided in respect of any capital gains or losses arising on the revaluation or
disposal of mvestments In addition, a deferred tax asset has not been recognised on carried forward losses
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NOTES TO THE FINANCIAL
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'EMENTS (continued)

Dividends
29 February 2012 28 February 201 |
£000 £'000
Recognised as distributions in the financial statements for
the year
Previous year's final dvidend [,145 -
Current year's intenm dividend [,142 1933
2,287 1,933
29 February 2012 28 February 201 |
£000 £'000
Paid and proposed in respect of the year
Interim dividend — 2 5p per share (2011 50p per share) 1,142 1933
Final dividend proposed 2 5p per share (2011 2 5p share) 1183 1,145
2,325 3078

Return per share — basic and diluted

The return per share 1s based on loss after tax of £768,000 (2011 profit after tax of £6,056,000), and

45,405,494 Ordinary shares (2011 35,243,827), being the weighted average number of shares in 1ssue during

the year

There are no potentially dilutive capital instruments in 1ssue and, as such, the basic and diluted earnings per

share are identical

Net asset value per share — basic and diluted

The calculation of net asset value per share as at 29 February 2012 1s based on net assets of £39,689,000

(2011 £38,340,000) dwded by 45,671,549 (2011 4124761 1), baing the sum of 45,422,653 Ordinary shares

in 1ssue at that date and 248,896 shares to be 1ssued at the same date

There are no potentially dilutive caprtal instruments in 1ssue and, as such, the basic and diluted net asset value

per share are identical

. Fixed asset investments

FRS 29, regarding financial instruments that are measured in the balance sheet at fair value, this requires
disclosure of fair value measurements by level of the following fair value measurement hierarchy

Level | quoted prices in active markets for dentical assets and liabiltties The fair value of finanaal instruments
traded in active markets 1s based on quoted market prices at the balance sheet date A market 1s regarded as

actrve if quoted prices are readily and regularly avalable, and those prices represent actual and regularly

occurring market transactions on an arm'’s length basis The quoted market price used for financial assets held

is the current bid price These instruments are included in level | and comprise AlM or Plus listed

investments classified as held at far value through profit or loss
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Fixed asset investments (continued)

Level 2 the fair value of financial instruments that are not traded in an active market 1s determined by using
valuation techrmiques These valuation techniques maximise the use of observable data where it 15 available
and rely as Ittle as possible on entity specific estimates If all significant Inputs required to fair value an
instrument are observabie, the instrument 15 Included in level 2 The Company holds no such investrnert in
the current or prior year

Level 3 the far value of financial instruments that are not traded In an active market (for example
investments 1IN unquoted companies) Is determined by using valuation techniques such as earnings muttiples if
one or more of the significant inputs 1s not based on observable market data, the instrument 1s included in
level 3

There have been no transfers between these classfications in the perniod (2011 none) The change in farr
value for the current and previous year ts recognised through the Income Staternent

All items held at fair value through profit or loss were designated as such upon initial recognrtion Movements
In investments at fair value through profit or loss duning the year to 29 February 2012 are summarised below
and m note |2

Level | Quoted  Leve! 3 Unguoted Total
prices loan wivestments nvestrents
£000 £'000 £'000

Valuation and net book amount

Book cost at | March 201 | 27464 300 27,764

Opening unrealised gain at | March 2011 285 -~ 285

Valuaton at | March 2011 27,749 300 28,049

Movernent in the year

Purchases at cost 5570 - 5570

Proceeds from the sale of investments (2,654) (300) (2,954)
Loss on realisation of investments (93) - (93)
Change in farr value in year {136) - (136)
Closing fair value at 29 February 2012 30,136 - 30,436

Closing cost at 29 February 2012 27,369 - 27,369

Closing unrealised gamn at 29 February 2012 3,067 - 3,067

Valuation at 29 February 2012 30,436 - 30,436

Level | valuations are valued in accordance with the bid-price on the relevant date Further details of the
fixed asset mvestments held by the Company are shown withun the Investment Manager's Review

Level 3 valuations include assumptions based on non-observable market data, such as discounts applred
erther to reflect impairment of financial assets held at the price of recent investment, or to adjust earnmgs
muftiples
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STATEMENTS (continued)
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Fixed asset investments (continued)

All investments are designated as fair value through profit or loss from the time of acqursttion, and all caprtal
gans or losses on investments so designated Given the nature of the Company's venture capital investments,
the changes in fair value of such investments recognised in these financial statements are not considered to
be readily convertible to cash in full at the balance sheet date and accordingly these gains are treated as
unrealised

When the Company revalues the investments still held during the period, any gains or losses arising are
credited/charged to the Caprtal reserve unrealised

When an investment 1s sold any balance held on the Capital reserve unrealised 1s transferred to the Caprtal
reserve realised as a movement in reserves

At 29 February 2012 the following transactions were commmitments in respect of investments approved by
the manager but not yet completed (2011 none)

= 1,255,814 shares in Corero Network Security plc for £540,000
— 58,000 shares in Augean plc for £17,540
Transaction costs on purchases and disposals for the year were £17,000 and £9,000 respectively

Current asset investments at fair value through profit and loss
Current asset investments represent level | investments as described In note |1 above All current asset
Investrents relate to money market funds*

29 February 2012 28 February 201 |
£'000 £000

Valuation and net book amount.
Book cost as at | March 10,655 6,732
Revaluation to | March - -

Valuation as at | March 10,655 6,732
Movement in year

Purchases at cost 14,185 27,479
Disposal proceeds (16,231) (23,556)
Closing valuation as at 29 February 2012/28 February 2011 8,609 10,655
Book cost as at 29 February 2012/28 February 201 | 8,609 10,655

Revaluation to 29 February 2012/28 February 201 | - -

Closing valuation as at 29 February 2012/28 February 201 | 8,609 10,655

“Money market funds represent money hekd pending nvestment and can be accessed with | working day notice

Transaction costs on purchases and disposals for the year were £mil (2011 £nil)
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Debtors
29 February 2012 28 February 201 |
£'000 £'000
Prepayments and accrued income 36 19
Other debtors 20 -
56 19

Creditors amounts falling due within one year

29 February 2012

28 February 201 |

£'000 £000
Accruals 44 210
Other credrtors 36 48
80 258
Share capital

29 February 2012 28 February 2011
£000 £'000

Allotted and fully paid up
45,422,653 Ordinary shares of | Op (2011 41,247 611 shares of | Op) 454 412

The value of shares to be ssued at 29 February 2012 amounted to £272,000 (2011 £352,000)

The caprtal of the Company 1s managed in accardance wath its investment palicy with a view to the
achievernent of its investment objective as set on page 21 The Company 1s not subject to any externally

imposed caprtal requirements
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NOTES TO THE FINANCIAL
STATEMENTS (continued)

IS Share capital (continued)
During the year the Company repurchased the following shares to be cancelled

Date Number of shares Price per share  Total value of shares
4 March 201 | 53224 84 3p 44,868
24 March 201 | 53,189 81 8p 43,509
21 April 201 | 90,277 820p 74,027
3 June 201 | 91,615 84 Ip 77,048
7 June 2011 86412 84 8p 73277
27 July 2011 6,000 840p 5,040
29 July 20t 1 154,595 840p 129,860
30 September 201 | 30,769 790p 24,308
4 October 201 | 17,238 790p 13618
21 Cciober 201 | 19,642 788p 15,478
Il November 2011 32,787 77 5p 25410
9 December 201 | 75,698 743p 56,244
20 January 2012 82,805 74 0p 61,276
24 February 2012 48,132 77 5p 37,302
Totals 842,383 681,264

The tota! nominal value of the shares repurchased for cancellation was £8,423 representing | 9% of the
1ssued share capital

The Company 1ssued the following shares during the year to 29 February 2012
e 22 March 2011 1,921,283 Ordinary shares at a price of 96 2p

. 30 March 2011 1,114,877 Ordinary shares at a price of 96 5p

o  5Apnl 2011 1,924,332 Ordinary shares at a pnice of 959

. 19 April 201 | 56,933 Ordinary shares at a price of 96 6p

At the date of issue of this report there were 47,299,972 Ordinary shares of |p each in issue, with a further
248,896 shares waiting to be issued
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16. Reserves
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Speaal Caprtal Capital Capital

Share Share  distnbutable redemption reserve reserve  Revenue

capital Premium reserve* reserve realised* unrealsed*  reserve*

£000 £000 £000 £000 £000 £'000 £000
As at | March 2011 412 11317 25194 15710 (14465) 285 135
Repurchase of own shares (8) - (681} 8 - - -
Shares 1ssued 50 4513 (5) - - - -
Cancellation of share premium - (15830) 31,546 (15716) - -~ -
Profit on ordinary activities after tax - - - - - - 51
Management fees allocated as capital
expenditure - - - - (590} - -
Current year losses on disposal - - - - 53) - -
Prior penod holding (losses)/gains
now crystallised - - - - {2918) 2918 -
Current penod losses on far value
of investenents - - - - - (136} -
Diadends pad - - - - (2287 - -
Balance as at
29 February 2012 454 - 56,054 2 {20,353) 3,067 186

* Incluced within these reservers is an amount of £35 887000 (2011 £10B64000) which 15 considered distnbutable 10 shareholders.
When the Company revalues its investments during the peniod, any gains or losses arising are
credited/charged to the Income Statement Changes in fair value of investments held are then transferred to
capital reserves unrealised When an investment 1s sold any balance held on the capital reserve unrealised 1s
transferred to the caprtal reserve realised as a movement In reserves

A court order obtained on 23 November 201 |, permitted the cancellation of the share premiurm account
and the caprtal redemption reserve As a result, £31,546,000 was transferred to special distributable reserve
The purpose of the special distributable reserve was to create a reserve which will be capable of being used
by the Company to pay dividends and for the purpose of making repurchases of its own shares in the
market with a view to narrowing the discount to net asset value at which the Company's ordinary shares
trade In the event that the revenue reserve and capital reserve gains/(losses)—realised do not have sufficient
funds to pay dividends, these will be paid from the special distnbutable reserve

Financial instruments and risk management

The Company's financial instruments comprise equity investments, cash balances, investments In money
market funds and debtors and creditors The Company holds financial assets in accordance wirth its
Investment policy of investing mainly in a portfolio of VCT qualifying unquoted and AlM-listed and
PLUS-Iisted securities whilst holding a proportion of its assets in cash or nearcash investments in order to
provide a reserve of iquidity

On 14 May 2012 1t was announced that the PLUS markets plc intends to close in the next few months and
all Companies hsted there would seek an AIM listing or become private companies As a result the Company
will continue to invest in a portfolio of VCT qualifying unquoted and AlM-listed securities

Fixed and current asset investments (see note | | and 12) are valued at far value For quoted investments
this is bid price The fair value of all other financial assets and habiitties 1s represented by therr carrying value
in the balance sheet The Directors believe that the fair value of the assets held at the year end 1s equal to
their book value
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In carrying on its investment activities, the Company 1s exposed to various types of risk associated with the
financial instruments and markets in which it invests The most significant types of financial risk facing the
Company are price risk, interest rate risk, credit risk and liquidity risk The Company's approach to managing
these risks 1s set out below together with a description of the nature and amount of the financial instruments
held at the balance sheet date

Market risk

The Company's strategy for managing investment risk 1s determined with regard to the Company's
investment objective The management of market risk is part of the investment management process and 1s a
central feature of venture caprtal investment The Company's portfolio 1s managed in accordance with the
policies and procedures described in the Corporate Governance statement on pages 27 to 32, having regard
to the possible effects of adverse price movements, with the objective of maximising overall returns to
shareholders Investments in smaller companies, by their nature, usually involve a higher degree of risk than
investments in larger companies quoted on a recognised stock exchange, though the risk can be mitigated to
a certain extent by diversifying the portfolio across business sectors and asset classes The overall disposition
of the Company's assets Is regularly monitored by the Board

Details of the Company's investment portfolio at the balance sheet date are set out In the investment
managers review

77 3% (28 February 2011 720%) by value of the Company’s net assets compnises equity securtties listed on
the London Stock Exchange or quoted on AIM A 10% increase in the bid price of these securrties as at

29 February 2012 would have increased net assets and the total return for the year by £3,043,600 (201 |
£2,804,900), a corresponding fall would have reduced net assets and the total return for the year by the
same amount

Interest rate risk
Some of the Company's financial assets are interest-bearing As a result, the Company 15 exposed to far value
Interest rate risk due to fluctuations in the prevailing levels of market interest rates

Floating rate

The Company's floating rate investments comprise cash held on interest-bearing deposit accounts and, where
appropniate, within interest bearing money market securities The benchmark rate which determines the rate
of interest recewvable on such investments 15 the bank base rate, which was 05% at 29 February 2012 (201 |
05%) The amounts held in floating rate investments at the balance sheet date were as follows

29 February 2012 28 February 201 |

£000 £'000
Current asset investments 8,609 10,655
Cash at bank 668 475
9,277 11,130

A 1% increase In the base rate would increase iIncome receivable from these investments and the total
return for the year by £92,770 (2011 £111,300)
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17. Financial instruments and risk management (continued)
Credit risk
Credit nsk 15 the risk that a counterparty 1o a finanoial instrurnent wiil fail to discharge an obligaion or
commtment that it has entered into with the Company The Investment Manager and the Board carry out a
regular review of counterparty nsk. The carrying values of financial assets represent the maximum credit nisk
exposure at the balance sheet date

At 29 February 2012 the Company's financial assets exposed to credit rnisk comprised the following .
29 February 2012 28 February 201 |

£000 £'000
Current investments 8,609 10,655 .
Cash at bank 468 475
Accrued dividends and interest recevable 13 14

9,290 1,144

Credit nisk relating to listed money market securitres s mitigated by investing, where possible, In money
market instruments issued by major companies and institutions with a minimum Moody's long term debt
rating of ‘A’

Those assets of the Company which are traded on recognised stock exchanges are held on the Company's
behalf by third party custodians Bankruptcy or insclvency of a custodian could cause the Company's rights
with respect to securtties held by the custedian to be delayed or imited

Credit nsk ansing on the sale of investments is considered to be small due to the short settlement and the
contracted agreements in place with the settlement lawyers

The Company has cash deposits which are held on the balance sheet of HSBC Bank plc, The Royal Bank of
Scotland plc, the Co-operative Bank and in cash investment funds managed by BlackRock.

Other than cash or lquid money market funds, there were no significant concentrations of credit risk to
counterparties at 29 February 2012 or 28 February 201 |

Liquidity risk

The Company's financial assets include investments in AlM-quoted companies, which by their nature involve a
higher degree of risk than investments on the main market As a result, the Company may not be able to
realise some of s mvestments in these instrurnents quickly at an amount dose to their fair value in order to
meet its liquidity requirements, or to respond to specific events such as deterioration in the creditworthiness
of any particular ssuer

The Company's listed money market securities are considered 10 be readily realisable as they are of high
credit quality as cutlined above

The Company's iiquidity risk 1s managed on a continuing basis by the investment Manager in accordance with
policies and procedures lard down by the Board. The Company's overall iquidity risks are monrtored on a
quarterly basis by the Board

The Company maintains sufficient investments in cash and readily realisable securities to pay accounts payable
and accrued expenses At 29 February 2012 these investments were valued al £9,277,000, (28 February
2041 £11,130,000)
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18. Post balance sheet events
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The following events occurred between the balance sheet date and the signing of these financial statements
Shares bought back for cancellation

. | 6 March 2012 108,029 Crdinary shares at a price of 79 50p

e 30 March 2012 63,094 Ordinary shares at a price of 79 50p

. 1 May 2012 83,230 Ordinary shares at a price of 81 25p

e 31 May 2012 17,309 Ordinary shares at a price of 77 50p

Investments bought/sold

e 2 March 2012 1,255,814 shares in Corero were bought for £540,000

e 2 March 2012 58,000 shares in Augean were bought for £17,540

. 15 March 2012 124,500 shares in Augean were bought for £37,650

s 22 March 2012 38,200 shares in Augean were bought for £11,553

s 30 March 2012 31,039 shares in Gooch and Housego were bought for £124,578
e 30 March 2012 59,000 shares in Brady were disposed for £54,170

+ 5 Aprl 2012 60,000 shares in Augean were bought for £19,355

. 13 April 2012 150,000 shares in Augean were bought for £48,386

e 24 Apnl 2012 475,000 shares in Autoclenz were disposed for £127,928

e  25Apnl 2012 21,148 shares iIn Gooch and Housego were bought for £85,270
+ 4 May 2012 7813 shares in Gooch and Housego were bought for £31,503

. 16 May 2012 49,500 shares in Judge Scientfic were bought for £297,000
Shares issued

« 5Aprl 2012 2,148,981 Ordinary shares at a price of 94 4p

Contingencies, guarantees and financial commitments
At 29 February 2012 the following transactions were commitments in respect of investments approved by
the manager but not yet completed (2011 none)

— 1,255,814 shares were bought in Corero Network Security plc for £540,000
~— 58,000 shares were bought in Augean plc for £17,540

Related party transactions

Octopus Investments has been employed as Investment Manager throughout the year Octopus AIMVCT plc
has paid Octopus Investments £787,000 (2011 £557,000) in management fees during the year. an increase
due 1o the larger fund evolved post merger At 29 February 2012, £nil was outstanding (2011 £155,000) The
management fee I1s payable quarterly in arrears and 1s based on 2 0% of the NAV calculated at br-annual
intervals as at 28 February or 31 August as the case may be
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NOTICE OF ANNUAL GENERAL MEETING

Notice 1s hereby given that the Annual General Meeting of Octopus AIMVCT plc (“the Company™) will be held at

20 Old Bailey, Londen, EC4M 7AN on Thursday, |12 July 2012 at 1} 00 am for the purposes of considenng and If
thought fit, passing the following resolutions of which resolutions 1 to |2 will be proposed as ordinary resolutions
and resolutions 10 and | | will be proposed as special resolutions

ORDINARY BUSINESS

| To receve and adopt the financial statements for the period to 29 February 2012 and the Directors’ and
Auditer’s Reports thereon

To approve a final dividend of 25 pence per share
To approve the Directors’ Remuneration Report
To elect Marion Sears as a Director

To re-elect Michael Reeve as a Director

To re-elect Roger Smith as a Director

To re-elect Stephen Hazell-Smith as a Director

w o ~ oy A W N

To re-appoint PKF (UK) LLP as auditor of the Company and to authorise the Directors to determine thewr
remuneration

SPECIAL BUSINESS
9  AUTHORITY TO ALLOT RELEVANT SECURITIES

That the Directors be generally and uncondrtionally authorised in accordance with 5551 of the Companies
Act 2006 to allot shares up to a maximum of 9,480,102 shares (representing approximately 20% of the
Ordinary share caprtal in ssue at today's date) this authority to expire at the later of the conclusion of the
Company's Annual General Meeting next following the passing of this Resolution and the expiry of 15
months from the passing of the relevant Resclution (unless previously revoked, varied or extended by the
Company In general meeting but so that such authonty allows the Company to make Offers or agreements
before the expiry thereof which would or might require relevant securities to be allotted after the expiry of
such authority)

10 EMPOWERMENT TO MAKE ALLOTMENTS OF EQUITY SECURITIES

To empower the Directors pursuant to s571(1) of the Companies Act 2006 to allot or make offers or
agreements to allot equity securities (as defined in s560(1) of the said Act) for cash pursuant to the
authonty referred to in Resolution 9 as 1f s560(1) of the said Act did not apply to any such allotments and
so that

(8) Reference to allotment in this Resolution shall be construed in accordance with s560(1) of the said
Act, and

(b) the power conferred by this Resolution shall enable the Company to make any offer or agreement
before the expiry of the said power which would or might require equity securtties to be allotted after
the expiry of the said power and the Directors may allot equity securities in pursuance of such offer or
agreement notwithstanding the expiry of such power

And this power, unless previously varied, revoked or renewed, shall come to an end at the conclusion of the
Annual General Meeting of the Company next following the passing of this Resolution or; If earlier, on the
expiry of 15 months from the passing of this Resolution
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Il AUTHORITY TO MAKE MARKET PURCHASES

That the Company be and 1s hereby generally and uncondrtionally authorised to make market purchases
(within the meaning of s693(4) of the Companies Act 2006 of Crdinary shares of |p each in the Company
("Ordinary shares™ provided that

(a) the maximum number of Ordinary shares so authorised to be purchased shall not exceed 10% of the
present 1ssued Ordinary share capital of the Company,

(b) the rmimimum price which may be paid for an Ordinary share shall be Ip,

(¢) the maximum price, exclusive of expenses, which may be paid for an Ordinary share s an amount
equal to 105 per cent of the average of the middie market quotatrons for an Ordinary share taken
from the London Stock Exchange Dally Official List for the five business days immediately preceding the
day on which the Ordinary share s contracted to be purchased,

(d) the authorrty conferred comes to an end at the conclusion of the next Annual General Meeting of the
Company or upon the expiry of 15 months from the passing of this Resclution, whichever is the later,
and

() that the Company may enter into a contract to purchase its Ordinary shares under this authorrty prior
to the expiry of this authority which would or might be completed wholly or partly after the expiry of
this authority

12 To continue the Company as a Venture Capital Trust until 2018

By Order of the Board 20 Old Bailey
London
@{Q Q‘ ECAM 7AN
Celia L Whitten
FCIS Secretary
7 June 2012
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A member entitled to attend and vote at the Annual General Meeting may appoint one or more proxies to attend and vote on his
or her behalf A proxy need not be a member

A form of proxy 15 enclosed which, to be effective, must be completed and delivered to the registrars of the Company, Capita
Registrars, PXS$, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU s0 as to be recewved by no later than 48 hours
before the tme the Annual General Meeting I1s scheduled to begin The completion and return of the form of proxy will not affect
the right of a member to attend and vote at the Annual General Meeting

As an alternative to returning a hard-copy proxy form by post, you can appoint a proxy by sending it by fax to Octopus Investments
Limited on 020 7657 3338 For the proxy appointment to be vahd, your appointment must be recerved by Octopus Investments
Limited in such time as it can be transrmitted to the registrars of the Company so as to be received no later than 48 hours before
the time appointed for the meeting or any adjourned meeting, or In the case of a poll taken subsequent to the date of the meeting
or adjourned meeting, so as to be received no fater than 24 hours before the time appointed for taking the poll Caprta Registrars
will not be hable for any proxy forms rendered illlegble by means of fax transmission

Any person receiving a copy of the Notice as a person nominated by a member to enjoy information rmghts under section 146 of
the Companies Act 2006 {a “Nominated Person”) should note that the prowvisions in Notes (a) and (b) above concerning the
appointment of a proxy or proxies to attend the meeting in place of a member, do not apply to a Nominated Person as only
Shareholders have the right to appoint a proxy However, a Nominated Person may have a nght under an agreement between the
MNorminated Person and the member by whorn he or she was neminated to be appointed, or to have someone else 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 have
a night under such an agreement to give nstructions to the member as to the exeruse of voting nghts at the meetng

Section 319A of the Companies Act 2006 reguires the Directors to answer any question raised at the AGM which relates to the
business of the meeting although ne answer need be given (a) f to do so would interfere unduly with the preparation of the
meeting or involve disclosure of confidential iInformation (b) If the answer has already been given on the Company's website, or (¢} if
it 15 undesirable in the best interests of the Company or the good order of the meeting

Members satisfying the thresholds in section 527 of the Companies Act 2006 can require the Company to publish a statement on
its website setting out any matter relating to (a) the audrt of the Company's accounts (including the auditor's report and the conduct
of the audrt) that are to be laid before the Annual General Meeting, or {b) any crcumstances connected wath an auditor of the
Company ceasing to hold office since the last Annual General Meeting, that the members propose to raise at the meeting The
Company cannot require the members requesting the publication to pay its expenses Any statement reguired to be placed on the
website must also be sent to the Company's auditors no later than the tme it makes rts statement availabte on the website The
business which may be dealt with at the meeting includes any statement that the Company has been required to publish on its
website

Under sections 338 and 338A Companies Act 2006, members meeting the threshold requirements in those sections have the right

to require the Company

0} To give, to members of the Company entitled to receive notice of the meeting, notice of a resolution which may properly be
moved and 15 intended to be moved at the meeting, and/or

(0} To include the business to be dealt with at the meeting any matters (other than a proposed resolution) which may be
properly included in the business

A resolution may properly be moved or a matter may properly be included in the business unless

)] {in the case of a resolution only) it would, if passed, be ineffective (whether by reason of inconsistency with any enactment or
the company's constitution or otherwise),

(1}  tt1s defamatory of any person or

{m)  Itis frivolous or vexatious

Such a request may be in hard copy form or In electronic form, and must identify the resofution of which notice is to be given or

the matter to be included in the business, must be authorised by the person or persons making it, must be received by the

Company not later than six weeks before the meeting, and (in the case of a matter to be incfuded in the business only) must be
accompanied by a statement setting out the grounds for the request.

A copy of the Notice of Annual General Meeting and the information required by Section 31 | A Companies Act 2006 is included on
the Company's website, www octopusinvestments com under Products/Venture Capital Trusts

Copiles of the Directors’ Letters of Appointment, the Register of Directors’ Interests in the Ordinary shares of the Company kept in
accordance with the Listing Rules and a copy of the Memorandum and Articles of Association of the Company will be available for
nspection at the registered office of the Company dunng usual business hours on any weekday from the date of this notice until the
Annual General Meeting, and at the place of that meeting for at least 15 minutes prior to the commencement of the meeting until
its conclusion, as well as on the Investment Manager's website www octopusinvestments com

Perwvan Financial Pont - 225467
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PROXY FORM

OCTOPUS AIMVCT PLC
Annual General Meeting 12 July 2012 at 11.00am.

IMWe

{BLOCK CAPITALS PLEASE)

of

baing a member of Octopus AIMVCT plc, hereby appoint the Chairman of the meeting or;
Name of Proxy Number of Shares

as myfour proxy and vote for me/us on my/our behalf at the Annual General Meeting of the Company to be heid on |2 July 2012, notice
of which was sent to shareholders with the Directors’ Report and the accounts for the year {o 29 February 2012, and at any adjoumment
therecf The proxy will vote as indicated below in respect of the resolutions set out In the notice of meeting

Please indicate by ticking the box if this proxy appointment i1s one of muttiple appointments being made D
For the appontment of more than one proxy, please refer to the explanatory note 4 below

RESOLUTION NUMBER FOR AGAINST WITHHELD
ORDINARY BUSINESS

| To recewe, consider and adopt the financial statements for the year ended
29 February 2012

To approve a final dvidend of 25 pence per share
To approve the Directors’ Remuneration Report
To elect Marion Sears as a Director

To re-glect Michael Reeve as a Director

To re-elect Roger Smith as a Dwector

To re-elect Stephen Hazell-Smith as a Director

@ ~ o s W N

To re-appont PKF (UK) LLP as auditor of the Company and to authorise the
Directors to determine their remuneration

SPECIAL BUSINESS

g To authonse the Directors to allot shares under s551 of the Compares
Act 2006 (Ordinary Resolution)

10 To disapply s56! of the Companies Act 2006 and allot shares on a
non-rights 1ssue basis (Special Resclution)

IV To authorise the Directors to offer the holders of Ordinary shares the nght to elect
to receive an allotment of Ordinary shares credited as fully paid in lieu of any
dindend proposed 1o be pad or declared hereafier (Special Resolition)

oo o o O O0ooboog
oo oo 0O 0oogoodd
o 0O 0O 0O 0Ooooood

12 That the Company continue in being as a Venture Caprtal Trust until 2018

Signed Dated 2012

If you are unable to attend the AGM and wish to pass on any comments to the Board, please use the box below
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To be vahd the proxy form must be recerved by the Regrstrars of Octopus AIMVCT pic at, Capta Registrars PXS, The Registry, 34 Beckenham Road, Beckenham, Kent,
BR3 4TU no later than 48 hours before the commencement of the meeting If delivening by couner please use the full address of Caprta set out n the Notice

Where this form of proxy 15 executed by a corporation it must be erther under its seal or under the hand of an officer or attormey duly authorsed

Every holder has the nght to appomnt some other person{s) of their chaice who need not be a shareholder as his proxy to exercise all or any of his rghts to attend speak
and vote on their behalf at the meeting If you wish to appoint a person other than the Charman, please insert the name of your chosen proxy holder n the space prowded
If the proxy is beng apporrted in refation to less than your full voting enttlement, please enter next 10 the proxy holder’s name the number of shares in relation to which
they are authonsed to act as your proxy If left blank your proxy will be deemed to be authonsed in respect of your full voting enutlement. (or If this proxy form has been
1ssued i respect of 2 designated account for a sharehalder the full voung entitlernent for that designated account)

To appoint mare than ane proxy you may photocopy this form Please ndicate next to the proxy holder's name the number of shares i relation to which they are
authonsed to act as your proxy Please also mdicate by ucking the bex prowided if the proxy instruction 1s one of multiple instructions being gven Al forms must be signed
and should be retumed together in the same envelope

The Vote Withheld option 1s provided to enable you 1o abstan on any particular Resolution However ot should be noted that a ‘Vote Withheld 15 not a vote in law and wil
not be counted in the cakculation of the proportion of the votes For and Aganst a Resohrion

If the proxy form is s:gned and returned without any indication as to how the proxy shall vote the proxy will exerase histher discretion as to whether and how hefshe votes.

Pursuant to regulauon 41 of the Unceruficated Secunties Regulations 2001 entrtlement to attend and vote at the meeting and the number of votes which may be cast
thereat will be determined by reference to the Register of Members of the Company at 6 pm. on the day which 5 two days before the day of the meeung or adjouned
meeung Changes to entnes on the Register of Members after that ume shall be disregarded In determining the nghts of any person to attend and vote at the meeting

The address on the envelope contaiming this notice 1s how your address appears on the Register of Members. IT this nformation 1s Incorrect please ring the Regisirar's
helplne on 087 664 0300 (calls cost 10p per minute plus network extras lines are open 830 am - 530 pm Monday - Friday) to request a change of address form

The completion 2nd retumn of this form wall not preciude a member from attending the meeting and voting n person

PLEASE USE THE REPLY PAID ENVELOPE PROVIDED




