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Investment objectives

Albion Development VCT PLC (the “Company”) 1s a venture capital trust which raised a total of £33 3 milkon through an
issue of shares between 1999 and 2004 The C shares merged with the Ordinary shares in 2007

A further £6 3 millon was raised through an 1ssue of new D shares in 2009/2010 The funds raised through the 1ssue of the
D shares will be invested in accordance with the Company’s existing investment policy

The Company's investment policy 1s intended to provide investors with a regular and predictable source of dmdend income
combined with the prospects of long term capital growth This 1s achieved by estabhishing a diversified portfolio of holdings
in smaller, unquoted companies whilst at the same time selecting and structunng Investments in such a way as to reduce
the nisks normally associated with investment in such companies It 1s intended that this will be achieved as follows

@  Through investment in a number of higher nsk companies with greater growth prospects in sectors such as software
and computer serices, and medical technology

@® This ts balanced by investment in lower rgk, often asset-backed nvestments ihat prowde a strong income stream
combined with a protection of capital These include freehold-based businesses in the leisure sector, such as pubs and
health clubs, as well as stable and profitable businesses in other sectors ncluding business services and healthcare
Such investments will constitute the maority of invesiments by cost

® In neither category do investee comparies normally have any external borrowings with a pricr charge ranking ahead of
the VCT

® Up to two-thirds of qualifying investments by cost comprise loan stock secured with a first charge on the investee
company’s assets

Financial calendar

Annual General Meeting 12 noon 11 May 2011
Record date for first dwmdend 3 May 2011
Payment of first dmdend 31 May 2011
Payment of second dividend subject to Board approval 30 Septemnber 2011
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Financial summary

Ordinary shares

133.1p

8.0p
2.5p
75.4p

D shares

94.0p
1.0p

1.25p
93.0p

Net asset value plus dividends per Ordinary share since launch to 31 December
2010

Tax free dvidend per Ordinary share paid in the year to 31 December 2010
First tax free dwvidend per Ordinary share declared for the year to

31 December 2011

Net asset value per Ordinary share as at 31 December 2010

Net asset value plus dwvidends per D share since launch to 31 December 2010

Tax free dvidend per D share paid in the year to 31 December 2010

First tax free dividend per D share declared for the year to 31 December 2011

Net asset value per D share as at 31 December 2010

Source Altson Ventures LLP

Methodology The net asset valus return to the shareholder, including onginal amount nvested {rebased to 100} rom launch assumung that dwdends were re-
mvested at the net asset valug of the Company at the ume the shames were quoted ex-cvdend Transaction costs ane not taken into account
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Financial highlights

Ordinary shares D shares
31 December 2010 31 December 2009 31 December 2010 31 December 2009
(pence per share}) {(pence per share) (pence per share} (pence per share}
Dmadends paid 800 400 100 -
Revenue return 150 240 030 -
Captital gan/{loss) 240 {410 (0 90) -
Net asset vatue 75 40 7930 93 00 94 60

Total shareholder net asset value return to 31 December 2010.
Ordinary shares C shares D shares
31 December 2010 31 December 2010 31 December 2010
(pence per share)® (pence per share)® {pence per share)®

Total dwvdends paid dunng the year ended

31 Decernber 19997 100 - -
31 December 2000 290 - -
31 December 2001 395 - -
31 December 2002 420 - -
31 December 2003% 4 50 075 -
31 December 2004 400 200 -
31 December 2005 520 590 -
31 December 2006 300 4.50 -
31 December 2007™ 500 536 -
31 December 2008 12.00 12.86 -
31 December 2003 400 429 -
31 December 2010 800 as8 100
Total dividends paid to 31 December 2010 5775 44 24 100
Net asset value as at 31 December 2010 7540 8079 9300
Total shareholder return to 31 December 2010 13315 12503 94.00

Shareholders are reminded that the first Ordinary share dividend of 4 G pence per share for the year to 31 December 2009
was paid i advance on 30 December 2008

in addition to the dwidends paid above, the Board has declared a first dwvidend for the year ending 31 December 2011, of
2 50 pence per Ordinary share and 1 25 pence per D share payable on 31 May 2011 to shareholders on the register at
3 May 2011

Notes

i) Assurming subscrption for Ordinary shares by the First Closing on 26 January 1999

{#) Excludes tax benefits upon subscrption

)  Those subscnbing for C shares after 30 June 2003 wera not entitled to the intenm dwidend

fv)  The C shares were converted nto Ortinary shares on 31 March 2007, with a conversion of 1 0715 Ordinary shares for each C share
The net asset value per share and aff dvidends pard subsequent to the conversion of the C shares to the Qrdinary shares are multiphed
by the conversion factor of 1 0715 in respect of the C shares retum i order to give an accurate picture of the shareholder value since
launch relating to the C shares

Albion Development VCT PLC 5




Chairman’s Statement

Introduction

The results for Albion Development VCT for the year to
31 December 2010 show a continued recovery from the low
point of the depths of the UK recession, and an encouraging
positive return for the Ordinary share portfolkle The Ordinary
share portfolio showed a return of 3 80 pence per share
while the D share portfolio, which raised £6 3 millon under
the Offer for Subscription which closed on 5 Aprl 2010,
showed a small negative return of 060 pence per share
dunng the first full year of trading

Investment performance and progress

The Ordinary shares benefitted both from the sale of our
investment In Geronimo Inns, which realised a return of just
under 25% n the 16 month holding penod, and, from the
successful sale of the investment in R Global Services at a
level of almost twice its previous holding value In addition
there were further improved performances from Blackbay,
Mirada Medical, CS {Greenwich) and Lowcosttravel Group
Aganst this was a reduction m value of Consolidated PR,
Oxsensis and Chichester Holdings

During the year, some £2 1 milion was Iinvested or
commutted for investment by the Ordinary share portfolio and
£30 mdion by the D share portfoic New investments
included the Orchard Portman psychiatnc hospital in
Somerset, Masters Pharmaceuticals (which distnbutes
“special” pharmaceuticals on a worldwide basis), TEG
Biogas (Perth) (a waste food-to-energy power station In
Scotland), Street-by-Street Solar (which installs solar panels
on the roofs of residential houses) and Radnor House, a new
independent scheol by the Thames at Twickenham

Risks and uncertainties

The outlock for the UK economy continues to be the
key nsk affecting your Company Although there have
been indications of renewed growth, there 1S continuing
uncertainty as to the impact on the economy of the coaltion
Government’s public spending cuts Importantly, however,
investment nsk s mitigated through a vanety of processes,
including our policy of ensuning that the Company has a first
charge over investee companies’ assets wherever possible
Meanwhile, opportunities within our target sectors conbtnue
to anse at atiractve valuations, including in the healthcare
and environmental sectors, which continue to be two core
areas of actity

A detalled analysis of the other nsks and uncertanties facing
the busness is shown in the Directors’ report and enhanced
busingss review within this Annual Report and Financial
Statements
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Discount management and share buy-backs

It remains the Board's policy to buy back shares in the
market, subyect to the overall constraint that such purchases
are i the VCT's interests, ncluding the maintenance of
sufficient resources for investment In new and existing
investee companies and the continued payment of dvdends
to shareholders 1t1s the Board's intention for such buy-backs
to be n the region of a 10 to 15 per cent discount to net
asset value, so far as market conditions and hquidity permit

Results and dividends

As at 31 December 2010, the net asset value of the Ordtnary
shares was 75 40 pence per share, and the net asset value
of the D shares was 93 00 pence per share The revenue
return before taxation for the Ordinary shares was £525,000
compared to £790,000 for the previous year reflecting slower
trading in some of our prewviously high yelding investments
such as Chichester Holdings The D shares’ revenue return
before taxation was £18,000

As mentioned 1n the intenm report, over the 12 years since
taunch, the Company has pad or declared an annual
dividend on the Crdinary shares averagng 4 80 pence per
share Since 2008, the annual dwidend has averaged
8 00 pence per share, as a result of the accumulation of
substantial realised profits from the disposal of nvestments
As these have now been largely pard out by way of dwdend,
and bearing in mind the projected income generation of the
portfolio, combined with avalable reserves and cash
resources, it will be your Company's target from 2011 to
return to the longer-term average and to pay out annual
dvidends of around 500 pence per share on the Ordinary
share class, so far as it 15 able Consequently, the Company
will pay & first dwdend for the financial year to 31 December
2011 of 2 50 pence per Ordinary share and 1 25 pence per
O share Dmdends will be pad on 31 May 2011 to
shareholders on the register on 3 May 2011

Supporting enterpnse and growth

Recent research undertaken by the Association of
Investment Companies has demonstrated that VCT
investment provides substantial benefits for UK small
businesses and the economy n at least three ways first, by
creating jobs, second, by providng additional managernent
skill to support growing businesses, and finally, by being
cost-effeciive, in that the cost to the public purse 1s more
than ofifset by the increased tax returns generated by the
growth of VCT-backed companies In common with other
VCTs, your Board recommends that the coalition
Government continues to support the VCT sector as one of
the best ways to support enterpnse and future economic
growth



Chairman’s statement (continueq)

Cancellation of share premium account

Shareholders approved the cancellaton of the Company's D
share premum account by way of special resoluton at a
General Meeting held on 28 Ociober 2009 The share
premium  account amounting to £28 millon was
subsequently cancelled on 18 August 2010 by order of the
High Court and the Notice regarding the cancellation was
registered at Companies House on 18 August 2010 The
purpose of this cancellation 1s t0 increase the distributable
special reserve avadable for the payment of dwvidends, to
cover gross reahsed losses, or for the buy-back of O shares

Issue of D shares and the Albion VCTs Linked Top Up
Offer

During the year, the Company 1ssued 4,901,555 D shares
under the Offer {or Subscnptien for D shares, bringing to
£6 3m, the total raised under the Offer, and generating net
proceeds of £5 9m

On 1 November 2010 the Company announced the launch
of the Albton VCTs Linked Top Up Offer In aggregate, the
Albion VCTs will be arming to rase approxmately £13 3
million across seven of the VCTs managed by Albion
Ventures LLP, of which Albion Development VCT PLC's share
will be approximately £2 million

The maximum amount raised by each of the Albion VCTs wall
be the lower of Euros 25 milion, and 10 per cent of its
Issued share capital {over any one 12 month perod, and
including any shares 1ssued under Dvdend Renvestment
Schemes), being the amount that they may 1ssue under the
Prospectus Rules without the publication of a full prospectus
The proceeds of the Oifer will be used to prowvide further
resources to the Albion VCTs at a tme when a number of
attractive new Investment opportunities are being seen An
Investor Guide and Offer document was sent to shareholders
and can be obtained from www albion-ventures co uk

On 7 January 2011, the Company 1ssued 816,370 Ordinary
shares at 80 10 pence per share under the Offer A further
811,183 Ordinary shares were allotted on 22 March 2011
at a pnce of B0 10 pence per share Further detals are
shown in note 22

Dividend reinvestment scheme for D shares

Enclosed with this report sent to D shareholders 15 an
explanatory circular and a form allowang you to participate in
the D shares dividend reinvestment scheme whereby you
may recenve drdends in the form of new D shares, which are
ehgible for up-front income reltef Additional coples of this
circular and form can be found on the Company’s website at
www albion-ventures co uk Our funds, Albion Development
VCT PLC

Outlook and prospects

The outlook for the UK economy remamns uncertain In
particular, the full mpact of the public sector cuts on the
wrider economy has not yet been fully felt To miigate this, a
number of investee companies in the technology portion of
the portfolio operate in international markets and some in fast
growing developing countries A significant number of our
comparnies have special assets or business capabilites, and
we believe that, over the longer term, they will provide strong
returns for shareholders

There 1 a view that interest rates will remain low in the short
term, which will continue to depress income from cash
deposits With this in mind, the Company Is jooking {0
expand further its portfolic of asset-based income producing
Investments where we have seen an improvement n the
pipelne at attractive prices across a range of ndustnes, with
particular emphasis on the healthcare and environmental
sectors

Geoffrey Vero

Charman !
5 Apnl 2011
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Manager’s report

The sector analysis of Albion Development VCT PLC's
investment portfolio as at 31 Decembier 2010 1s shown below
By valuation, the asset-backed element of the portfolic now
accounis for 48 per cent of the Ordinary shares’ net asset
value and 23 per cent of the D shares’ net asset value, while
the growth portfolio accounts for 32 per cent of the Ordinary
shares and 7 per cent of the D shares, with cash and lquid
resources and other net current assets prowding the balance

In the Ordinary share portfoko, the healthcare element now
accounts for 17 per cent (2009 20 per cent including Mears
Group plc, most of which had been sold during 2010}, while
the environmental and renewable portion 1S now 3 per cent,
up from 2 per cent For the D shares, the proportions are
7 per cent for each of healthcare and enwonmental sectors

Ordinary share portfolio
The foliowing 1s the sector spiit of the Ordinary share portfolo
by valuation as at 31 December 2010

D share portfoho
The following 15 the sector spht of the D share portfolio by
valuation as at 31 Decermnber 2010

Portfolic review

As mentioned In the Charman's statement, a number of
companies within the growth portfolio have begun to perform
strongly In addition to those detaled n the Charman's
statement, it 18 worth mentioning improved prospects for

8 Albion Development VCT PLC

Dexela, memsstar {formerly Pont 35 Microstnuctures), and
Helveta Aganst this, continued difficutt markets led to the
restructuring of Rostima The effects of the Government cut-
backs, meanwhile, have so far only been seen mn
Consolidated PR, where a marked reducton in the State's
spending on public relations has led to a fall in revenue,
though the company remamns prefitable

In our asset-backed portfolio, cnemas have performed
particularty well, while profitabiity continued to ¢climb at our
health and fitness clubs leading to a wnte-up in value of the
Kensington Health Club The Charnwood Pub Company,
which operates food-led pubs 0 central England, saw a
reduction n value as its core customer base struggled In a
difficult economic chimate, while Chichester Holdings'
markets have also suffered

Realisations

The successful sale of RFI Global Services realised proceeds
of £927,000 against cost of £561,000 and a value as at
31 December 2009 of £479,000 The sale of Geronimo Inns
generated proceeds of £1 1 milkon, In addition to annual
income of 8%, aganst a cost of £960,000

In addition, the Company sold the majonty of its holding n
Mears Group plc for proceeds of £1 1 milion The balance of
this holding was sold after the year end

New investments \

Two new healthcare investmenis were made dunng the year
in Orchard Portman Hospital, a freehold psychiatne hospital
based in Somerset, and Masters Pharmaceuticals The
broader heatthcare sector remans a core area for
concentration going forwards as we believe that the sector,
at ail stages of technology and service, offers growth
opporturuties over the years to come, despite the undoubted
adverse efiect of the mpenching spending cuts In addition,
your Company has made its first renewable energy
invesiments TEG Biogas (Perth) 1s constructing a waste-
food-to-energy plant in Scotland, which will become
operaticnal n 2011 Wa have also made an investment in the
solar energy sector through Street-by-Street Solar, which
installs and owns PV panels on resicdential buldings n the
Thames Valley In general, the envronmental sector I1s also
set to be an important area for concentraiion, with a portfolio
weighting of up to 15 per cent , as, ke healthcare, we see
that it has strong, longer term growth prospects

The pipehne of potential new investments 1s strong,
subsequent to the year end, the Company has invested i a
second psychiatnc treatment centre In addition, terms have
been agreed with a number of renewable energy projects In
the anaerobic digestion, hydroelectncity and wind sectors

Albion Ventures LLP

Manager /é/Q/ é@\j
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The Board of Directors

The following are the Directors of the Company, all of whom
operate in a non-executive capacity

Geoffrey Vero {Chairman}) (64), FCA (appointed 2 July
2007), has spent much of his career In venture capital,
serving as a director of Causeway Capital Limited and ABN
Amro Private Equity (UK) Limited winch invested in small and
medium sized unquoted businesses He 1s a non-executve
director of Numis Corporation Ple, and non-executive
Charman of EPE Special Opportunities Plc

David Pinckney (Chawrman of the Audit Committee)
(70), FCA, MA (appointed 8 December 1998}, was with
Peat Marwick Mitchell & Co {now KPMG} in London from
1963 to 1968, and from 1969 to 1983 in France He became
a partner N 1975 and senior audit partner in 1978 He was
then managing director of Wrightson Wood Financial
Services Limited, where his work nvolved the prowvision of
advice to companies seeking venture capital In 1987 he
joined Thornton Management Limited, an international equity
fund management group with a proportion of funds invested
in smaller unquoted companies, first as group finance
director and subsequently as joint managing director From
1998 he was chief operating officer — Far East, and then wice
charman, of AXA Investment Managers, the investment
management arm of the AXA Group unti he retired in
December 2003 He s charman of Rutley European
Property Limited, and Ventus VCT PLC

Jonathan Thornton ({64), MA, MBA, FCA (appomnted
8 December 1998), has extensive experence in the
management of unquoted investments He was a director of
Close Brothers Group plc from 1984 to 1998 and was
responsible for estabishing Close Brothers Private Equity
LLP the private equity fund management arm of Close
Brothers Group plc Pror to this he worked for 31 plc and
Cinven (two of the largest UK investors in unguoted
companies) Over the past 25 years he has been a non-
executive drector of a number of smaller unquoted
comparnues which have raised institubonal capital and he 1s a
member of the Albion Ventures LLP Investment Committeg

Andrew Phithpps (42), PhD, MBA {appomnted
30 October 2007) Andy co-founded Active Hotels, an
online hotels reservation business, in 1993 As Chief
Executive, he grew the business to become a European
market leader, before seling it to Priceline Inc for
$161 milhon n 2004 He was retaned to run Prceline’'s
international operations untll 20068 He subsequently bought
nto, and was charman of the online restaurant booking
company, Toptable, which was successfully sold to
Opertable n Q4 2010 for $55 millon He 15 currently an
active investor and drector of a number of private
companes, including 120 Water and Reevoo com He also
lectures In entrepreneurship at INSEAD and LBS

Albion Development VCT PLC 9



The Manager

Albion Ventures LLP 15 authonsed and regulated by the
Financial Services Authonty and 1s the Manager of Albion
Development VCT PLC In addition to Albion Development
VCT PLC, &t manages a further eight venture capital trusts,
and has currently total funds under management of
approximately £230 mulion Albion was awarded “VCT
Manager of the Year” at the “Unguote” Bntish Private Equity
Awards 2009 and *VCT of the Year” for Altwon Development
VCT PLC at the 2009 Investor AliStar Awards

The followng are specifically responsible for the management
and administration of the VCTs managed by Albion Ventures
LLP, ncluding Albion Development VCT PLC

Patnck Reeve, (50), MA, qualfied as a chartered
accountant with Deloitte Haskins & Sells before joning
Cazenove & Co where he spent three years in the corporate
finance department He joined Close Brothers Group plc n
1889, inmally in the development capital subsidiary, where he
was a director speciaksing in the financing of smaller
unquoted companies He joined the corporate finance
division in 1981, where he was also a director He established
Albion Ventures LLP {formerly Close Ventures Limited) with
the launch of Albion Venture Capital Trust PLC in the spring
of 1996

Isabel Dolan, (46), BSc {Hons), ACA, MBA, is Operations
Partner of Albion Ventures LLP hawing previously been
finance director for a number of unquoted companies From
1993-1997 she was head of recovengs at the Specialised
Lending Services department of the Royal Bank of Scotland
plc and from 1997-2001 she was at 31 plc, fatterly as a
portfolio director She joined Albion Ventures LLP (formerly
Close Ventures Limited) in 2005

Dr Andrew Elder, (40), MA, FRCS After qualfying as a
surgeon he practised for six years, specialising in
neurosurgery befora joiming the Boston Consuling Group as
a consuliant in 2001, speciahsing n healthcare strategy He
joined Albion Ventures LLP (formerly Close Ventures Lirmited)
in 2005

Will Fraser-Allen, (40), BA (Hons), ACA, qualfied as a
chartered accountant with Cooper Lancaster Brewers in
1996 before specalising i corperate finance and
investigation He joined Alion Venitures LLP (formedy Close
Ventures Limited) in 2001

Emil Gigov, (41}, BA (Hons), ACA, qualfied as a chartered
accountant with KPMG in 1997 and subsequently worked in
KPMG's corporate finance dwision working on the media,
marketing and leisure sectors He joined Albion Ventures LLP
(formerty Close Ventures Limited) in 2000
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Dawvid Gudgin, {38), BSc (Hons), ACMA, after working for
ICL from 1993 to 1999 whers he qualfied as an accountant,
he joined 31 pic as an investment manager based n London
and Amsterdam In 2002 he joned Foursome Investments,
the venture capital amm of the Englehorn family, responsible
for Investing an evergreen fund of US$B0 mion He joned
Albron Ventures LLP (formerly Close Ventures Limited) in
2004

Ed Lascelles, (35), BA {(Hons), joined the corporate broking
department of Charterhouse Secunties n 1998 focusing on
pnmary and secondary equity fundraisings He then moved
to the corporate finance department of ING Banngs in 2000,
retaning his focus on smaller UK comparies He joined
Albion Ventures LLP (formerly Close Ventures Limited) in
2004

Henry Stanford, {45), MA, ACA, qualfied as a chartered
accountant with Arthur Andersen before joining the corporate
finance dmsion of Close Brothers Group plc in 1992 He
became an assistant director in 1896 and transferred to
Albion Ventures LLP {formerly Close Ventures Limited) n
1998 to concentrate on VCT investment

Robert Whitby-Smith, (36), BA (Hons), MSI, ACA,
gualifled as a chartered accountant with KPMG in ther
corporate finance dwsion From 2000 to early 2005 he
worked in the UK corporate finance departments of Credit
Suisse First Boston and subseqguently ING Barngs, where he
was a vice president He joined Albion Ventures LLP (formerty
Close Ventures bimited) in 2005

Michael Kaplan, (34), BA, MBA After graduating from the
Unwersity of Washington in 1999 with a BA in International
Finance, he joined Marakon Associates as an Analyst In
2000, he became the chief financial officer of Widevine
Technologles, a secunty software company based In Seattle
After graduation with his MBA from INSEAD, in 2004 he
joined the Boston Consulting Group focusing on the retal
and financial senaces Industries He joined Albion Ventures
LLP (formerly Close Veniures Limited) in 2007

Marco Yu (33), MPhil, MA, MRICS, qualified as a chartered
surveyor in 2004 From 2002 to 2005, he worked at
Bouygues {UK), developing cost management systems for
PFl schemes, before moving to EC Hams in 2005, where he
adwvised senior lenders on large capital projects He joined
Albion Ventures LLP {formery Close Ventures Limited) in
2007



Portfolio of investments

Ordinary shares
The following 15 a summary of the qualifying fixed asset investments as at 31 December 2010
As at 31 December 2010 As at 31 Decembar 2009
% voting Cum- Cum- Change
nghts of ulative ulative in value
% AVL* movament Total movement Total tor the
voting | managed Cost n value valug Cost in value value yoar'*
Investee company nghts | companies £000 £'000 £'000 £000 £°000 £'000 £°000
Asset-backed investments
Evolutions Telewision Limited 237 499! 4,255 (1,652) | 2,603 4,255 | (2,005) 2,250 353
The Weybridge Club bimited 94 500| 1,520 (189) | 1,331| 1,520 (157)| 1,363 (32)
CS (Greenwich) Limited 155 500 876 (9) 867 929 (143)| 786 134
Kensington Heatth Clubs Limited 49 500( 1,124 (349) 775| 1,124 (ar3) 651 124
Taunton Hospital Limited g1 500 576 6 582 675 -1 675 6
Bravo Inns [l Lirmited 45 500 560 {26) 534 480 27y 453 1
Tower Bndge Healih Clubs Limited 79 500 494 29 523 494 (42)| 452 Al
The Q Garden Company Limited 166 500| 1,198 (701) 497 1,198 (715)| 483 14
The Charnwooed Pub Company
Limited 33 500| 1,156 (695) 461| 1,156 (623) 533 (72)
CS {Brixton) Limited 84 500 356 104 460 356 20 376 84
Radnor House School Limited 42 500 200 2 202 - - - 2
GB Pub Company VCT Limited a1 500 366 (225) 141 361 227)| 134 2
Bravo Inns Limited 26 5040 230 (104) 126 230 {(107)| 123 3
Premier Leisure (Suffolk) Limited 65 500 480 (359) 121 480 (356)1 124 3
CS (Exeter) Limited 83 500 135 (37 98 135 (13) 122 {24)
The Dunedin Pub Company VCT
Limited 62 500 Al - 7 317 (144)] 173 (1}
TEG Biogas (Perth) Limited 61 500 55 - 55 - - - -
CS (Norwich) Lmited 31 500 50 (5) 45 50 (16) 34 11
CS (Liverpool) Limited 46 500 56 {11} 44 61 (15) 46
The Street by Street Solar
Prograrmme Limited 35 500 28 - 28 - - - -
Total asset-backed investments 13,786 (4,221) | 9,563| 13,821 | (5,043)| 8,778 678

*  Albion Ventures LLP

o

as adjusted for additions and disposals during the year
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Portfolio of investments contnueq

Ordinary shares (continged)

As at 31 December 2010

As at 31 Decembar 2009

% voting Cum- Cum- Change
nghts of ulative ulative m valug
% AVL* movement Total movement Total for the
voting | managed Cost n value value Cost wn value value yoar**
Investee company nghts | compantes £'000 £'000 £'000 £'000 £'000 £'000 £'000
Growth investments
Blackbay Limited 74 349 764 447 | 1,211 764 283 | 1,047 164
Peakdale Molecular Limited 88 149( 1,047 (161) 886 1,297 (143)| 1,154 (18)
Lowcostiravelgroup Limited 40 260 435 154 589 435 3 438 151
Prime Care Holdings Lirmited 94 499 516 49 565 386 22 408 27
Mi-Pay Limited 48 437 459 (23) 436 310 (67) 243 44
Consohdated PR Limited 18 236 558 {135) 423 625 32 857 (167)
Dexela Limited 586 348 415 8 423 415 8 423 -
Mirada Medical Limited 72 450 240 144 384 240 35 275 109
Helveta Limited 26 208 364 - 364 364 13 377 {13)
Dy8IS Medical Limited 28 184 350 (40} 310 210 - 210 (40}
Xeeleron Lirnited 39 451 414 (136) 278 379 (45) 334 {91}
Mears Group Pte™* 01 a1 284 (43) 241] 1,600 {330){ 1,270 37
Masters Pharmaceuticals Limited 10 171 160 2 162 - - - 2
memsstar Limited (formerly Point 35
Microstructures Limited) 16 281 124 - 124 124 (33) 91 33
Opta Sports Data Limited 13 140 140 (25) 115 140 12 152 (37)
Chichester Holdings Limited 1086 500 700 (589) 111 700 {414) 286 {175)
Oxsensis Limited 14 207 192 (83) 109 145 (486) 99 (37)
Rostima Heldings Limited 48 383 93 - 94 350 {216) 134 -
Process Systems Enterprise Limited 10 160 95 (18) 77 g5 (49) 48 31
Green Energy Property Services
Limited 28 234 34 (17 17 77 4 81 (64)
Total growth investments 7.384 (469) | 6,917| 8,656 (931)| 7.725 {44)
Total qualifying investments 21,170| (4,690) 16,480 22,477 | (5.974)[16,503 634

*  Albion Ventures LLP

“*  as adjusted for additions and disposals dunng the year

“** Main market quoted investment
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POI’l‘fOliO Of investments {continued)

Ordinary shares {continued)
The following 1s a summary of non-qualifying fixed asset investments as at 31 December 2010

As at 31 December 2010 As at 31 December 2009
% voling Cum- Cum- Change
nghts of ulative ulative n vatue
% AVL* movement Total movemant Tota! for tha
voting | managed Cost in value valus Cost n vale value yoar™
Investes company nghts { companies £000 £'000 £'000 £'000 £'000 £'000 £'000
Non-gualifying investments
Albion Investment Properties Limited
{formerly Smiles Pub Company
Limited) 48 4 100 928 (134) 794 928 {170) 758 36
Radnor House School Limited n/a n/a 520 12 532 - - - 12
Consolidated PR Limited n/a n/a 34 13 47 34 45 79 {32)
Total non-qualifying investments 1,482 (109) | 1,373 a62 (125) 837 16
Total fixed asset investments 22,652 (4,799) (17,853 23,439 | (6,099)| 17,340 650
*  Albion Ventures LLP
** as adjusted for additons and disposals during the year
Opening Gain/(loss)
carrying Disposal Realised on opening
Cost value proceeds gain/{loss) value
Realisations In the year to 31 December 2010 £'000 £'000 £'000 £000 £'000
RFI Global Servces Limited 561 479 927 366 448
Geronimo Inns VCT | Limited and
Geronimo Inns VCT Il Limited 960 1,014 1,083 123 83
Rwer Bourne Health Club Linuted 8 8 12 4 4
Peakdale Maolecular Limited 250 250 250 - -
Consolidated PR Limited 67 67 67 - -
CS (Greenwich) Limited 53 53 53 - -
CS (Liverpool) Limited 5 5 5 - -
Green Energy Property Services Limited
(restructuring) 43 43 - (43) {47)
The Dunedin Pub Company VCT Limited 246 102 102 (144) -
Mears Group Plc 1,317 1,045 1,066 (251) 21
Rostima Limited (restructunng) 351 134 - (351) (123)
Total 3,861 320 3,564 {296) 386
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Portfolio of investments (contnueq)

D shares

The following 1s a summary of the qualifying fixed asset nvestments as at 31 December 2010

As at 31 Docomber 2010

As at 31 Decembar 2009

% voting Cum- Cum Change
nghts of ulative ulative in valye
% AVL* mavement Total movement Total for the
voting | managed Cost n value value Cost n vale vale yoar™
Investee company nghts | companies £'000 £000 £'000 £'000 £'000 £000 £'000
Asset-backed investments
Radnor House School Limited 46 500 801 15 816 - - - 15
TEG Bicgas {Perth) Limited 143 500 328 - 328 - - - -
Bravo Inns I Limited i5 500 160 - 160 - - - -
The Street by Straet Solar
Programme Limited 95 500 76 - 76 - - - -
Total asset-backed investments 1,365 15 | 1,380 - - - 15
Growth investments
Masters Pharmaceuticals Limited 26 171 400 6 406 - - - 6
Total growth investments 400 6 406 - - - 6
Total qualifying investments 1,765 21 | 1,786 - - - 21

* Albion Ventures LLP

** as adjusted for additions and chsposals durng the year
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Portfolio companies

The top ten qualfying investments held by the Company, by total aggregate value of equity and loan stock are as shown

below
Evolutions Telewision Limited
Tha company 1$ 8 television post production business providing senaces including wideo and sound editing and automaton to
a broad range of production companies |t operates from a freehold budding in Oxdord Strest London and two leasehold premises nearby
Audited resuits
year to 30 June 2010 Investmant information Ordinary shares D shares
£1000 £000 £'000
Turmnover 8,345 Income recognised I the year - -
Loss before interest 459 Total cost 4,255 -
Net habilties (380) Total valuation 2603 -
Basis of valuation Net asset value supported by Voting rnghts 23 7 per cent -
third party valuation of freehold property
Website www evolutions tv
Funds manraged by Allmon Ventures LLP hawe invested i this company and therr combined equity helding in the compary s 49 9 per cent
Radnor House School Limited
fadnor House s Londons new co educational independent day school i Twackenham opering n September 2011
It 15 located in histonc buildings on the banks of the Rver Thames in South West London Students ara currently being admitted
nto the Preparatory and tha Semor School
Investment information Ordinary shares D shares
£1000 £000
The company was incorporated on 5 August 2010 Income recogmised in the year S 6
and has net yet filed accounts at Companies House Total cost 719 800
Total valuabion (including
Basis of valuation Cost non-quatfying helding) 733 815
Wabsite www racnorhouse org Votng nghts 4 2 per cent 4 § per cent
Funds managad by Albion Ventures LLP have imvested i this company and ther combined equity holdmng in the company 15 50 0 per cent
The Weybndge Club Limited
The company owns a 30 acre freehold site near 10 the centre of Weybnidge in Surrey which has been developed into a premum heaith
and fitness club The club opened in May 2007 and membership 1s now approaching 3 000 members
Audited rosults
yoar to 31 August 2009 Investment information Ordinary shares D shares
2000 £000 £'000
Turnover 1812 Income recogrised i the year 44 -
Loss batore interest (22) Totat cost 1,520 -
Net habiites (358) Total valuabon 1,331 -
Basis of valuabon Net asset value supported Vioting nghts 9 4 per cent -
by third party valuaton
Website www theweybndgeciub com
Funds managed by Aibion Ventures LLP have invested in this company and thew combined equity holding in the company 1s 50 0 per cent
Blackbay Limited
The company prowdes enterprise mobidity solutions mainty for the postal logistes and field senice sectors
Audited rosults
year to 31 December 2009 Investment information Omdinary shares D shares
£1000 £000 £000
Turngver 6199 Income recogrised in the year 103 -
Profit before interest 726 Total cost 764 -
Met habiities (1 705) Total vatuation 1,211 -
Basis of valuation Earnings muttiple Voting nghts 7 4 per cent -
Website www blackbay com
Funds managed by Albion Ventures LLP have invested in this company and thesr combined equity holding in the company 15 34 9 per cent
Peakdale Molecular Limited
The company 1S pancipally invoived 1n the research, processing and supply of chemical compounds to the major
pharmaceutcal companes It operates from a substantal freehold site in Chapel en-la-Fnth Derbyshre
Audited results
year to 31 March 2010 Investment information Ordinary shares D shares
£'000 £'000 £'000
Turnowver 7524 Incorma recogmsed n the year a7 -
Profit bafore interast 261 Total cost 1,047 -
Net assets 4 539 Total valuation 286 -
Basis of valuation Earnings multiple Vobling rights 88 per cent -
Website www paakdale co uk
Funds managed by Altaon Ventures LLP have invested in this companty and thew combmed equity holding in the company s 14 9 per cent
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Portfolio companies (continueq

CS (Greenwich Limited)
This company operates the five screen Pricture House cinema in Geeenwich

Audsted results
year to 31 Daceamber 2009 lavestment informatbion Ordinary shares D shares
£'000 £000 £'000
Tumover 2172 Income recagnised in the year 0 -
Profit before nterest 700 Total cost 876 -~
Nat assets B16 Total valuation 867 -
Basis of valuation Met asset value supported Voting nghts 15 5 per cant -
by third party valuation

Website www picturehouses co uk
Funds managed and adwvised by Albion Ventures LLP have invested in this company and ther combined equity holding in the company 15 50 0 per cent

Kensington Health Clubs Limited

This company has devetoped a 29 000 square foot health and fitness club on a 999 year lease in Wast London which openad v
December 2007

Audited results
yaar to 30 September 2009 Investment information Crdinary shares D shares
£'000 £000 £'000
Turnover 2037 Incoma recognised 1 the year 53 -
Profit betora nterest 30 Total cost 1124 -
Net assets 1688 Total valuation 775 -
Basis of valuabon Net asset value supported Voting nghts 49 per cent -

by ndependant desk top review
Wabsite www thirtysavendegrees co uk/olympia
Funds managed by Altton Ventures LLP have invested in this company and thew combined equity helaing in the company 1s 50 O per cent

Bravo Inns Il Limited

The company was formed in September 2007 and owns and operates 17 freehold pubs in the North of England
The pubs are trading well with considerable demand for the value offenng

Auditad rosults
year to 31 March 2010 Investment informaton QOrdinary shares D shares
£'000 £000 £1000
Turnover 3167 Incoma recognised in the year 42 -
Loss befcre interest (4} Total cost 580 160
Net assets 1623 Total valuation 534 160
Basis of vatuaton Net assat value supported Voting nghts 45 per cent 15 per cent
by third party valuationrs

Webste www bravainns com
Funds managed by Albion Ventures LLP have invested in this company and thewr combined equity holcing in the company s 50 O per cent

Lowcosttravelgroup Limited
The company s an onkne travel company speciaksing it beach hobkdays and the prowsion of hotel wansfers
The company has seen significant growth 0 bookings and has made a number of smafl bolk on acquisstions

Audited results

year to 31 Octaber 2009 Investment nformation Ordinary shares D shares
£:000 000 £4000

Total transacton value 108 974
Turnover 18 G99 Income recogmsed n the year 9 -
Profit befora nterest 614 Total cost 435 -
Met assots 2214 Total valuabon 589 -
Basts of vahuauon Earrungs multpte Voting nghts 40 per cant -

Website www lowoosttravelgroup com
Funds managed by Albion Ventures LLP have invested i this company and thew combned equity holcing n the company s 26 0 per cent

Taunton Hospital Limited

Taunton Hospital 15 a specalst psychiatne health operator n southern England
Unaudited results
year to 29 Apnl 2010

{abbrewiated accounts) Invastment mformation Ordinary shares D shares

£'000 £'000 £1000

Turnover - Income recognised i the year 27 -
Loss befora interest {129} Total cost 578 -
Mgt assets 528 Total valuation 582 -
Bass of valuaton Cost Voung nghts 9 1 per cent -

Website www orchardportman com
Funds managed by Albion Ventures LLP have invested in this company and thew combined equity holging 1n the company is 50 O per cent

Net assets of an investee company where a recent third party valuation has taken place, may have a higher valuation in Albion
Development VCT PLC accounts than in its own, where the investee company does not have a policy of revaluing its fixed
assets
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Directors’ report and enhanced business review

The Dwrectors submut their Annual Report and the audited
Financial Statements on the affars of Albion Development
VCT PLC (the “Company”) for the year ended 31 December
2010

BUSINESS REVIEW

Principal activity and status

The principal activity of the Company 15 that of a venture
capital trust It has been approved by HM Revenue &
Customs ['HMRC') as a venture capital trust in accordance
with Part 6 of the Income Tax Act 2007 and in the optrion of
the Directors, the Company has conducted its affars so as
to enable it to continue o obtain such approval Approval for
the year ended 31 December 2010 1s subject to review
should there be any subsequent engquiry under corporation
tax self assessment

The Company 1S not a close company for taxatton purposes
and its shares are listed on The London Stock Exchange

Under current tax legistation, shares in the Company provide
tax-free capital growth and income distrnbution, i addition to
the income tax relef which some investors would have
obtaned when they invested n the onginal share offer

Capntal structure

Details of the authonsed and 1ssued share capital, together
with detais of the movements in the Company's 1ssued share
capital dunng the year are shown in note 15

During the year a total of 4,901,555 D shares with a nominal
value of 50 pence per share were 1ssued at a price of 100
pence per share under the Offer for Subscnphon dated
1 Qctober 2009 Further details are show in note 15

On 1 Novernber 2010, the Company announced the launch
of the Albicn VCTs Linked Top Up Offer in conunction with
six other VCTs managed by Almen Ventures LLP The
Company held a General Megeting on 8 December 2010 at
which special resolutions were passed to facilitate this Offer
Since the year end, a total of 1,627,533 new Ordinary shares
have been issued as part of this Offer Further detals are
shown n note 22

The Company currently operates a Dvdend Reinvestment
Scheme for QOrdinary shares, detalls of which can be found
on www albion-ventures co uk under the '‘Our Funds'
section Dunng the year, the Company issued 210,457 new
Ordinary shares under the Dmdend Reinvestment Scheme
Further details are shown in note 15

The Company's share capital compnses Ordinary shares and
D shares As at 31 March 2011, Ordinary shares represented

B3 per cent of the total woting nghts and D shares
17 per cent of the total voting nghis

The Crdinary shares and D shares, are designed for
indmduals who are professionally adwvised private investors,
seeking, over the long term, investment exposure o a
dwversified portfolic of unguoted nvestments The
investments are spread over a number of sectors, to produce
a regular and predictable source of Income, combined wath
the prospect of longer term capital grawth

Both Ordinary shares and D shares currently rank parr passu
for voting nghts, save m respect of specific resolutions
impacting ther class, such as in the case of a reconstruction
Each Ordinary share and D share 1s entitled to one vote

Ordinary and D sharehclders are entitled to receve dvidends
paid out of the reserves attnbutable to ther respective class
of shares Ordinary and D shareholders are entitled to the
return on capital on winding up or other return on capital
based on the surpluses attnbutable to therr respective class
of shares

The Articles of the Company prowide for the conversion of
D shares into Ordinary shares In a ratio determined by the net
asset values of each class

Substantial interests and shareholder profile

As at 31 December 2010 and at the date of this report, the
Company was not aware of any beneficial interest exceeding
3 per cent of the 1ssued share capital, and there have been
no disclosures In accordance with Disctosure and
Transparency Rule 5 made to the Company dunng the year
ended 31 December 2010, and to the date of thus report

The shareholder profile of the Company (excluding treasury
shares) as at 31 March 2011 15 as follows

Ordinary shares

Number of % %
shares held shareholders share capital
1 -10,000 568 163
10,001 - 50,000 364 468
50,001 - 100,000 42 i75
100,001 - 500,000 22 178
500,001 - 1,000,000 04 18
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report and enhanced business review (contnueq)

Directors’

D shares

Number of % %
shares held shareholders share capital
1 - 10,000 40 4 114
10,001 ~ 50,000 510 529
50,001 - 100,000 63 194
100,001 - 500,000 23 163

The Board welcomes the views of sharsholders and has
actively sought shareholder opinion during the year
Questicnnarres were sent to the shareholders of all of the
Albion VCTs Of these shareholders, 72 per cent were
satisfied or very satisfied with ther returns, 47 per cent
intended to hold therr shares indefinitely Dvidend yield was
ranked as the most common feature that investors were
locking for in a Venture Capital Trust A total of 64 per cent
of shareholders who responded would consider Investing in
iuture offenings from Albion Ventures The Board wishes to
thank shareholders who took part in the survey and will bear
in mind the findings It ther development of the Company's

strategy

Investment policy

The Company’s investiment strategy 1s to provide investors
with a regular and predictable source of dmdend income
combined with the prospect of long term capital growth
through allowing investors the opportunity to participate in &
balanced portfollo of lower nsk, asset-backed investments
that provide a strong income stream, combined with
investment in a smaller number of higher nsk comparues with
greater growth prospects In neither category would investee
compames normally have any external borrowing with a
charge ranlkuing ahead of the Company Up to two-thirds of
qualfying mnvestments by cost wil compnse joan stock
secured with a first charge on the investee company's assets

Funds held pending investment or for iquidity purposes will
be held as cash on deposit or in floating rate notes or similar
instruments with banks or other financial institutions with a
Moody's rating of A or above

Venture Capital Trust status

In addition to the investment policy descnbed above, the
HMRC rules dnve the Company's investment allocation and
risk diversification policies In order to mantain status under
Venture Capital Trust legislation, the following tests must be
met

(1)  The Company's income must be denved wholly or
mamly from shares and secunties,
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(2) At least 70 per cent of the value of Its nvestments
must have been represented throughout the year by
shares or secunties that are classified as ‘qualifying
holdings’,

(3) At least 30 per cent by value of its total qualifying
holdings must have been represented throughout the
year by holdings of ‘eligible shares',

(4} At no time i the year must the Company’s holdings in
any one company (other than ancther VCT) have
exceeded 15 per cent by value of its investments,

(5) The Company must not have retaned greater than 15
per cent of s ncome earned n the year from shares
and secunties,

(6) Elgible shares must compnse at least 10 per cent by
value of the total of the shares and secunties that the
Company holds in any one investes cormpany, and

(7} The Company's shares, throughout the year must have
been Jsted in the Offictal List of the Stock Exchange

These tests dnve a spread of investment nsk through
disglowing holdngs of more than 15 per cent in any
investee company The tests have been carmed out and
independently reviewed for the year ended 31 December
2010 The Company has compled with all tests and
continues to do so

'‘Qualfying Holdings® for Albion Development VCT PLC
inciude shares or secunties (nciuding loans with a five year or
greater maturity penod) in companies which operate a
‘qualifying trade’ wholly or mainly in the United Kingdom
‘Qualifying trade’ excludes, amongst other sectors, dealing In
property or shares and secuntes, mnsurance, bankang,
agnculture, and operating or managing hotels or residential
care homes The Company may not control an investes
company

For the Ordinary share portfolio, the gross assets of an
investee company must not exceed £15 mdlion iImmediately
pnror to the investment and £16 millon immediately thereafter
and there 15 an annual investmen: it of £1 millon in each
company

For the D share Portfolio, the following additional resinctions
on investment will apply,

@  annvestee company's gross assets must not exceed
£7 milion immedately prior to the investment and
£8 milbon immedkately thereafter,



Directors’ report and enhanced business review ontinued

@ new investee companies may only raise a maximum of
£2 millkon in any 12 month penod from funds sourced
from VCTs, Enterpnse Investment Schemes or
Corporate Venturing Schemes which raised funds
subsequent to 5 Apnl 2007, and

® nvestee companies must have fewer than the
equivalent of 50 full-ime employees at the tme of
investment

Those investments which are permitted for both classes of
share will be allocated between them in the ratio of funds
avaitable for investment

Geanng

As defined by the Articles of Association, the Company's
maxamum exposure I relabon to geanng 1s restncted o
10 per cent of the adjusted share capital and reserves As at
31 December 2010, the Company's maximum exposure was
£2,791,000 (2009 £2,488,000) and its actual short term and
long term geanng at this date was il (2009 £nil) The
Directors do not currently have any intention to utikse long
term geanng

Current portfolio sector allocation

The pie chart on page 8 of the Manager's report shows the
spht of the porticho valuaton by industrial or commercal
sector as at 31 December 2010 Detals of the prncipal
investments made by the Company are shown n the
Portfolio of investments section on page 11

Review of business and future changes

A detaled review of the Company’s business during the year
and f{uture prospects I1s contaned n the Chawrman's
Statement on page & and Manager's report on page 8
Detals of significant events which have occurred since the
end of the financial year are listed in note 22 and the
Manager's report Details of related party transactions are
shown in note 23

With the exception of the additional capital raised by the
Albion VCTs Linked Top Up Offer and the dividend
renvestment scherne, the Directors do not foresee any major
changes in the actmty undertaken by the Company in 2011
The Company continues with its objectwe to nvest in
unguoted companies throughout the United Kingdormn with a
view to providing both capital growth and a reliable dwvidend
income to shareholders over the long term

Cperational arrangements

The Company has delegated the investment management of
the portfolio to Albion Ventures LLP, which 1s authonsed and
regulated by the Financial Services Authonty Albion Ventures
LLP also provides company secretanal and other accounting

and administrative support to the Company Further details
regarding the terms of engagement of the Manager are
shown on page 22

Results and dividends

Ordinary D
shares  shares Combined
£'000 £'000 £'000

Net revenue return
for the year ended
31 December 2010 447 14 461
Revenue dvidends paid 64) - 64)
Transferred to revenue
reserve 383 14 397
Net capital gan/(loss)
for the year ended
31 December 2010 7086 (44) 662
Capital dividend pad (2.291) 65y (2,356}
Transferred from
realised, unrealised
capital reserve and
special reserves {1,585) (108)  (1,694)
Net assets as at
31 December 2010 22,020 5898 27,918
Net asset value
per share as at
31 December 2010 (pence) 7540 93 00

The Company pad a dwdend of 8§ 00 pence per Crdinary
share and 1 penny per D share dunng the year

As shown in the Ordinary shares' Income statement on page
33, the total mvestment income has fallen to £835,000
(2009 £1,077,000) due to lower revenue returns on loan
stock investments The Company’s total revenue return to
equity holders has fallen to £447,000 (2008 £702,000) due
to the lower investment income

The Ordinary shares' total capital return for the year was a
profit of £706,000 (2009 loss of £1,216,000) which was

manly attnbuiable to gans on nvestments

The Ordinary shares’ total return per share was a profit of
3 90 pence per share (2008 loss 1 70 pence per share)

The D shares’ first fult year of trading showed mcome of
£89,000 mainly compnsing interest from cash on deposit

D shares’ capital return was a loss of £44,000 reflecting the
capitalisation of management {ees for the year
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Total return for D shares was a loss of 0 60 pence per share

The Ordinary shares’ Balance sheet on page 35 shows that
the net asset value per share has decreased over the last
year to 7540 pence per share (2009 7930 pence per
share) The fall In net asset value can be attnbuted {o the
trading factors described above, as well as the payment of
the dmdend of 8 00 pence per Ordinary share dunng the
year

The D shares' Balance sheet on page 36 shows a net asset
value of 93 00 pence per share (2009 94 60 pence per share)
which represents the opening net asset value of shares issued
under the fundraising, less the small trading loss and the
dividend of 1 penny per share paid during the year

Cash flow for the Ordinary shares was negatwe for the year,
with net proceeds from the disposal of nvestments being
offset by the payment of dwidends and the buy-back of
shares

The cash flow for the D shares was positve for the year
comprising the net receipts from new subscnpiions, less new
investments made, costs and dividends pad dunng the year

Key performance indicators

The graph on page 4 shows Albion Development VCT PLC's
net asset value iotal return against the FTSE All-Share Index
total return, in both instances with dwidends renvested
Details on the performance of the net asset value and return
per share for the year are shown above

The total expense ratio for the Company was 3 0 per cent
for the year to 31 December 2010 (2009 2 9 per cent
excluding the VAT refund on management fees})

The Company continues to comply with HMRC rules in order
to mantan its status under Venture Capital Trust legistation
as hightighted on page 18

Share buy-backs

The Company operates a policy of buying back shares either
for cancellation or for holding in treasury Detads regarding
the current discount palicy can be found on page 6 of the
Charman’s statement

In the Directors’ view, there are no other non-financial

performance indicators matenally relevant to the
business
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Principal nsks and uncertainties

In addition to the current economic nsks outhned in the
Charman's statement, the Board considers that the
Company faces the following major risks and uncertainties

1 Investment nsk

This 15 the nsk of nvestment in poor quality assets
which reduces the capital and income returns to
shareholders, and negatvely mpacts on the
Company's reputation By nature, smaller unquoted
businesses, such as those that qualfy for venture
capital rust purposes, are more fragile than larger, long
established businesses

To reduce this nsk, the Board places reltance upon the
skills and expertise of the Manager and its strong track
record for investing 0 this segment of the market In
addition, the Manager operates a formal and structured
nvestment process, which includes an Investment
Committee, compnsing investment professionals from
the Manager and at least one external irvestment
professional The Manager also invites comments from
all non-executive Directors on investments discussed
at the Investment Committee meetings Investments
are achvely and regularly monttored by the Manager
(investment managers normally sit on investee
company boards) and the Board recewves reports on
each investment as part of the Manager's report at
quarterly board mesatings

2 Venture Capital Trust approval nsk

The Company's current approval as a venture capital
trust allows investors to take advantage of tax reliefs on
inibial investrment and ongoing tax free captal gans and
dividend income Failure to meet the qualfying
requirements could result in investors losing the tax
relief on inihial investment and loss of tax relief on any
tax-free Income or capital gans receved In addition,
fallure to mest the qualfying requirements could result
in & loss of listing of the shares

To reduce this nsk, the Board has apponted the
Manager, who has a team with signuficant expenence in
venture capital trust management, used to operating
within the requrements of the venture capital trust
legislation  In addition, to prowide further formal
reassurance, the Board has  appointed
PncewaterhouseCoopers LLP as its taxation adwisers
PrcewaterhouseCoopers LLP report quarterly to the
Board to ndependently confirm comphance with the
venture capital trust legislation, to highhght areas of nsk
and to inform on changes in legislation
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3 Comphance nsk

The Company 1s isted on The London Stock Exchange
and s required to comply with the rules of the UK
Listing Authonty, as well as with the Companies Act,
Accounang Standards and other legislation Falure to
comply with these regulations could result In a delisting
of the Company’s shares, or other penalties under the
Compantes Act or from financial reporting oversight
bodes

Board members and the Manager have expenence of
operating at senior levels within quoted businesses In
addtion, the Board and the Manager receve regular
updates on new regulation from its auditors, lawyers
and other professional bodies

4 internal control nsk
Fallures in key controts, within the Board or within the
Manager's business, could put assets of the Company
at nsk or result in reduced or naccurate nformation
being passed to the Board or to shareholders

The Audt Commitiee meets with the Manager's
nternal auditors, Littlejohn LLP, at ieast once a year,
receving a report regarding the last formal nternal
audit performed on the Manager, and providing the
opportunity for the Audit Committee to ask specific and
detaled questions Dunng the year the Board met with
the Partner of Littlejohn LLP responsible for the Albion
Ventures LLP internal audit to discuss the maost recent
Internal Audit Report completed on the Manager The
Manager has a comprehensive business continuity
plan in place n the event that operational continuity Is
threatened Further detals regarding the Board's
management and review of the Company's internal
controls through the implementation of the Turnbull
guidance are detaled on page 27

Measures are in place to mitigate mformation nsk in
order to ensure the mntegnty, avalability and
confidentiality of mformation used wiathin the business

5  Rehance upon third parties nsk
The Company 1s rehant upon the services of Albion
Ventures LLP for the prowision of investment
management and administrative functions There are
provisions within the Management Agreement for the
change of Manager under certan crcumstances (for
more detal, see the Management agreement
paragraph on page 22} In addition, the Manager has
demonstrated to the Board that there 1s no undue

reliance placed upon any one indnvidual within Albion
Ventures LLP

6 Financial nsks
By Its nature, as a venture capital trust, the Company
1Is exposed to investment rnisk (which comprises
investment pnce nisk and cash flow interest rate nsk),
credit nsk and hquidity nsk The Company’s policies for
managing these nsks and its financial nstruments are
outlined n full In note 20 to the financial statements

Al of the Companys income and expenditure is
denominated in sterling and hence the Company has
no foreign currency nsk The Company 1s financed
through equity and does not have any borrowings The
Company does not use denvative financial instruments

Environment

The management and admunistration of Albion Development
VCT PLC 15 undertaken by the Manager Albion Ventures LLP
recognises the tmportance of 1ts environmental
responsibiliies, monitors Its impact on the environment, and
designs and implements policies to reduce any damage that
might be caused by its actmwtes Inbatves designed to
minimise the Company's impact on the environment include
recycling and reducing energy consumption as will be shown
in the financial statements of Albon Ventures LEP

Employees
The Company is managed by Allxon Ventures LLP and
hence has no employees other than its Directors

Directors

The Directors who held office thvoughout the year, and ther
interests in the shares of the Company (together with those
of ther immediate family) are shown below

31 March 2011

Ordinary D

shares shares

Jonathan Thornton 85,580 10,400
Dawvid Pinckney 5,000 -
Andrew Philipps 137,606 25,625
Geoffrey Vero 13,947 10,400

31 December 2010

Ordinary D

shares shares

Jonathan Thornton 73,896 10,400
Dawid Pinckney 5,000 -
Andrew Philipps 123,000 25,625
Geoffrey Vero 12,000 10,400
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31 December 2009

Ordinary D

shares shares

Jonathan Thornton 70,078 10,400
Dawd Pinckney 5,000 -
Andrew Phillipps 123,000 25,625
Geoffrey Vero 12,000 10,400

Staff of Albion Development VCT PLC, the Manager, hold a
total of 82,246 Ordinary and 140,360 D shares in the
Company

All Drrectors are members of the Audit Commities of which
Dawid Pinckney 1s Charman

Further detals regarding the Directors' remuneration are
shown on page 29

Directors’ indemnity

Each Drrector has entered into a Deed of indemnity with the
Company pursuant to which, the Company agrees, subject
to the prowvisions of the Companies Act 2006 and the
Imitations set out In each deed, to ndemnify each Director
aganst any habilty ansing out of any claim made aganst him
in relation to the performance of hus duties as a Director of the
Company A copy of each Deed of ndemruty entered into by
the Company for each Drector 1s avallable at the registered
office of the Company

Re-election of Directors

Directors’ retirement and re-election Is subject to the Articles
of Association and the Combined Code on Corporate
Governance Af the forthcoming Annual General Meeting
Andrew Phillipps will retire by rotation in accordance wath the
Articles and David Pinckney and Jonathan Thornton, having
served as Directors for longer than nine years, will retire and
offer themselves for re-election

Management agreement

Under the Management agreement, the Manager prowides
investment management, secretanal and admunistrative
services 1o the Company The Management agreement may
be terminated by either party on 12 months’ notice and 1s
subject to earlier tesrmination in the event of certain breaches
or on the nsolvency of either party The Manager 1s paid an
annual fee equal to 2 25 per cent of the net asset value of
the Company paid quarterly In arrears These management
fee arrangements have been extended to the D shares

Total annual expenses, including the management fee, are
Iimited to 3 5 per cent of the net asset value
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In ing wath comimon practice, the Manager 1s also entitled to
an arrangement fee, payable by each investee company, of
approximately 2 per cent on each investment made

Management performance incentive

The Management perforrnance incentive structure sets a
rmirumum target level, comprising the aggregate of dwidends
and net asset vafue per share, at 6 5 pence per share per
annum The Ordinary shares’ target minimum return 1s
cumulative from 1 January 2007 (which used the pro forma
net asset value of 98 70 pence per share), and for the
D shares, 18 100 00 pence per share The D shares’ target
minmum seturn 1s cumutative from 6 April 2010 using the
1ssue pnce of 100 00 pence per D share

In the event that the minmum return 1 not reached n one
year, the shortfall needs to be made up in {ollowing years
The incentive fee 1s set at 20 per cent of the excess return

There was no management performance mcentive fee
payable during the year

Evaluation of the manager

The Board has evaluated the performance of the Manager
based on the returns generated by the Company, the
contnuing achievement of the 70 per cent nvestment
requrement for Venture Capital Trust status, the fong term
prospects of investments, a review of the Management
agreement and the services provided theren, and
benchmarking the performance of the Manager to other
service providers The Board believes that it 1s In the interests
of shareholders as a whole, and of the Company, to continug
the appaintment of the Manager for the forthcoming year

Valuation of investments

As descnbed n note 2 of the Financial Statements, the
unguoted equity, convertible bonds and debt i1ssued at a
discount held by the Company are valued at far value
through profit or loss in accordance with the International
Prnvate Equity and Venture Capital Valuabon Guidelines
These guidelines set out recommendations, ntended to
represent current best practice on the valuation of venture
capital investments Unguoted investments are valued on the
basis of forward looking estimates and judgements about the
business itself, its market and the environment in which it
operates, together with the state of the mergers and
acquisitons market, stock market conditons and other
factors In making these judgements the valuation takes nto
account all known matenat facts up to the date of approval
of the Financial Statemants by the Board All othar unguoted
loan stock 1s measured at amortised cost
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Investment and co-investment

The Company co-invests with other venture capital trusts
and funds managed by Albion Ventures LLP Allccation of
investments Is on the basts of an allocation agreement which
15 based, mter aka, on the ratio of funds available for
investment

Auditors

The current auditors, PKF (UK} LLP have indicated ther
willngness to continue as auditors to Albion Development
VCT PLC A resolution to re-appont PKF (UK) LLP as
auditors will be proposed at the Annual General Mesting on
11 May 2011

Supplier payment policy

The Company's policy (s 1o pay alt supplier invoices within 30
days of the invoice date, or as otherwise agreed There were
no overdue trade creditors at 31 December 2010 (2009 nil)
Creditor days as at 31 December 2010 were 77 days
(2009 nil) The movement in the creditor days between
31 December 2010 and 31 December 2009 has ansen due
to tming differences n the payment of the quarterly
management fee

Annual General Meeting

The Annual General Meetng will be held at the City of
London Club, 19 Old Broad St London, EC2N 1DS at
12 noon on Wednesday 11 May 2011 The Notice of the
Annual General Meeting 1s at the end of this document

The proxy form enclosed with this Annual Report and
Financial Statements permits shareholders to disclose votes
‘for’, ‘aganst’, and ‘withheld" A 'vote withheld' 1s not a vote
i law and will not be counted in the proportion of the votes
for and against the resolution A summary of proxies lodged
at the Annual General Meeting will be published at
www albion-ventures co uk within the '‘Our Funds' section by
clicking on Albicn Development VCT PLC

Resolutions relating to the following items of special business
will be proposed at the forthcoming Annual General Mesting
for which shareholder approval 1s required in order to comply
eithar with the Companies Act or the Lising Rules of the
Financial Services Authonty

Power to allot shares
Ordinary resolution number 8 will request the authonty to allot
up to 10 per cent of the 1ssued Ordinary and D share capital

Ounng the year Ordinary and D shares were alloited as
descnbed in detad in note 15

The Drrectors do not currently have any intention to allot
shares, apart from the Albion VCTs Linked Top Up Offer, the
Dmidend Reinvestment Schema and reissuing ireasury
shares where It 1s in the Company’s interest to do so

The Company currently holds 3,243,696 Ordinary treasury
shares representing 95 per cent of the Ordinary share
capital In1ssue as at 31 March 2011

This resolution replaces the authonty given to the Directors at
the General Meeting on 8 December 2310 The authonty
sought at the forthcoming Annual General Meeting will expire
on 11 October 2012 or at the next Annual General Meeting,
whichever 1s earher

Dis-application of pre-emption nghts

Special resoluicn number 9 will request authonty for
Directors to allot equity securities for cash without first being
required to offer such securities to existing members This will
include the sale on a non pre-emptive basis of any shares the
Company holds In treasury for cash The authonty relates o
a maximum of 10 per cent of the i1ssued Ordinary and
D share capital of the Company as at the date of this Report

This resolution replaces the authenty given to the Directors at
the General Meeting on 8 December 2010 The authonty
sought at the forthcoming Annual General Meeting will expire
on 11 October 2012 or at the next Annual General Mesting,
whichever 13 earlter Members should note that this resolution
also applies to treasury shares

Purchase of own shares

Special resolution number 10 will request the authonty to
purchase approximately 14 99 per cent of the Company's
1ssued Ordinary share capital and 1ssued D share capital at,
or between, the mimmum and maximum prices specified in
resoiution 10

Shares bought back under this authonty may be cancelled
and up to 10 per cent can be held In treasury

The Board believes that it 1s helpful for the Company to
continue to have the flexibility to buy its own shares and this
resolution seeks authonty from shareholders to do so

This resolution would renew the Juns 2010 authonty, which
was i similar terms Dunng the year, the Company
purchased 441,370 Ordinary shares to be held in treasury,
cancelled 242,000 Ordinary shares from treasury and
purchased 241,615 Ordinary shares for cancellanon Further
iformation 1s shown in note 15
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The authonty sought at the forthcoming Annual General
Meeting will expire on 11 October 2012 or at the next Annual
General Meeting, whichever I1s earlier

Treasury shares

Under the Companies {Acquisition of Own Shares) (Treasury
Shares) Regulations 2003 (the “Regulations”), shares
purchased by the Company out of distnbutable profits can be
held as treasury shares, which may then be cancelled or sold
for cash The authonty sought by these resolutions are
intended to apply equally to shares to be held by the Company
as treasury shares In accordance with the Regulations

Special resolution number 11 will request the authonty for
Directors to sell treasury shares at the higher of the prevarling
share pnce and the price bought in at

Recommendation

Your Board believes that the passing of the resolutions above
are in the best interests of the Company and its shareholders
as a whole, and unanimously recommends that you vote in
favour of all the proposed resolutions, as the Directors intend
to do in respect of therr own beneficial shareholdings

Statement of Directors’ responsibilities

The Drectors are responsible for prepanng the Directors'
report, the Directors' remuneration report and the Financial
Statements 1N accordance with applicable law and
regulatlons They are also responsible for ensuring that the
Annual Report includes information required by the Listing
Rules of the Financial Services Authority

Company law requires the Directors 1o prepare Financial
Staterments for each financial year Under that law the
Orrectors have elected to prepare the Financial Statements in
accordance with United Kingdom Generally Accepted
Accountng Practice (United Kingdom Accounting Standards
and applhcable 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
affars of the Company and of the profit or loss of the
Company for that perod In preparng these Financial
Statements the Directors are required to

® select suitable accounting policies and then apply them
congistently,

@® make judgments and estmates that are reasonable
and prudent,

®  state whether applicable accounting standards have
been followed, subject to any matenal departures
disclosed and explaned in the Financial Statements,

® prepare the Financial Statements on the going concern
basis unless it I1s inappropnate to presume that the
Company will continue In business

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explan
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the Company's transactions and disclose with reasonable
accuracy at any time the financial position of the Company
and enabte them to ensure that the Financial Statements
comply with the Companies Act 2006 They are also
responsible for safequarding the assets of the Company and
hence for takong reasonable steps for the prevention and
detection of fraud and other rregularities

The Directors are responstble for the mantenance and
integrity of the corporate and financial information included on
the Company's website Legsiation n the United Kingdom
governing the preparaton and dissemination of the Financial
Statements and other information included in annual reporis
may differ from legislation in other unsdictions

The Directors confirm, to the best of therr knowledge that

® the Financial Statements, which have been prepared In
accordance with UK Generally Accepted Accounting
Practice, gve a true and far wiew of the assets,
labilities, financial position and loss of the company,
and

@ the Management report included witiin the Charman's
statement, Manager’s report and Director’s report and
enhanced business review, includes a farr review of the
development and performance of the business and the
position of the Company, together with a descnption of
the principal nsks and uncertainties that it faces

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

Disclosure of nformation to auditors

In the case of the persons who are Directors of the Company
at the date of approval of this Report

® so far as each of the Direciors are aware, there 1s no
relevant audit information of which the Company's
auditors are unaware, and

®  each of the Directors has taken all the steps that he
ought to have taken as a Director to make himself
aware of any relevant audit nformation and to establish
that the Company's auditors are aware of that
information

This disclosure 18 gven and should be interpreted in
accordance with the provisions of 5418 of the Companies
Act 2006

By Ordar of the d \(\

Albion Ven
Company Secretary
1 King's Arms Yard
London EC2R 7AF
5 Apnl 2011

o RepAf o ¢
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Statement of corporate governance

Background

The Financial Services Authonty requires alk isted companies
to disclose how they have appled the pnnoples and
complied with the provisions of the Combined Code 1ssued
by the Financial Reporting Council (“FRC") in July 2003 (“the
Code") as updated in Jung 2006 and June 2008

The Board of Albion Development VCT PLC has also
considered the prnciples and recommendations of the AIC
Code of Corporate Governance ("AIC Code”) by reference to
the AIC Corporate Governance Guide for Investment
Companies (“AlC Guide"} The AIC Code, as explained by the
AIC Guide, addresses all the principles set out In Section 1 of
the Combined Code, as well as setting out addtional
principles and recommendations on issues that are of
specrfic relevance to Albion Development VCT PLC

The Beard considers that reporting against the principles and
recommendations of the AIC Code, and by reference to the
AIC Guide (which incorporates the Combined Code), wiil
provide better information to shareholders than reporting
under the Code alone

The Company has complied with the recommendations of
the AIC Code and the relevant prowvisions of Section 1 of the
Combined Code, except as set out below

Application of the Pnnciples of the Code

The Board attaches importance to matters set cut in the
Code and applies its principles However, as a venture capital
trust company, most of the Company's day-to-day
responsibihties are delegated to thrd partes and the
Directors are all non-executive Thus, not all the provisions of
the Code are drrectly applicable to the Company

Board of Directors

The Board consists solely of non-executive Directors Since
alt Directors are non-executve and day-to-day management
responsiilities are sub-contracted to the Manager, the
Company does not have a Chief Executive Officer Given the
small size of the Board and as the Board compnses wholly
non-gxecutive Directors, t has not been considered
necessary to appoint a Senior Independent Director

Geaoffrey Vero 1s the Chairman of the Company As Geoffrey
Vero 1s no longer a director of Crown Place VCT plc, he 1s
considered independent Dawid Pinckney and Andrew
Phillipps are also considered to be independent Cirectors
Jenathan Thornton 1s not constdered to be an independent
Director as he 1s a member of the Albion Ventures LLP
Investment Committee

David Pinckney and Jonathan Thornton have been Directors
of the Company for more than nine years and, i accordance
with the recommendations of the AIC code, are subject to
annual re-election The Board does not consider that a

Drrector's length of service reduces his abiity to act
independently of the Manager Andrew Phillipps will retire by
rotation n accordance with the Articles and offer himself for
re- election at the forthcoming Annual General Meeting

The Directors have a range of business and financial skills
which are relevant to the Company, these are descnbed in
the Board of Directors secticn on page 9 Directors are
provided with key information on the Company’s actiities,
including regulatory and statutory requirements, and internal
controls, by the Manager The Board has access to
secretanal advice and compliance services by the Manager,
who 15 responsible for ensunng that Board procedures are
followed and applicable procedures complied with  All
Directors are able to take mdependent professional advice In
furtherance of thewr duties if necessary In accordance with
the Combined Code, the Company has in place Directors’ &
Officers’ Liability Insurance

The Board met five tmes dunng 2010 as part of its regular
programme of Board meebngs Geoffrey Vero, Jonathan
Thornton and Andrew Philkps attended each meeting and
David Pinckney attended four meetings A sub-commitiee of
the Board compnsing two directors met twice duning the year
to allot Ordinary shares 1ssued under the Dividend
Reinvestment Scheme and seven imes to allot shares under
the Offer for Subscnption for O shares

In addition, a sub-committee of the Board compnsing two
Directors met to finalise matters relating to the Albion VCTs
Lnked Top Up Offer and to approve revisions to the
Company's allocation agreement that arose as a result of
Albion Ventures LLP being appointed to manage SPARK
VCT PLC and SPARK VCT 2 PLC

The Charrman ensures that all Directors receve, In a timely
manner, all relevant management, regulatory and financial
information  The Board receives and considers reporis
regularly from the Manager and other key adwisers, and ad hoc
reports 2nd information are supplied to the Board as required
The Board has a formal schedule of matters reserved for it and
the agreement between the Company and its Manager sets
out the matters over which the Manager has authonty and
limits beyond which Board approval must be sought

The Manager has authonty over the management of the
investrment portfolio, the organisation of custodial services,
accounting, secretanal and administrative services The main
1ssues reserved for the Board include

® the consideration and approval of future developments
or changses to the investment policy, ncluding nsk and
asset allocation,

®  consideraton of corporate strategy,

® applicaton of the prnciples of the Combined Code,
corporate governance and internal control,
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® review of sub-committee recommendations, including
the recommendation to shareholders for the
appomntment and remuneration of Auditors,

® approval of the appropnate dwidend to be pad to
shareholders,

® the appontment, evaluation,
remuneration of the Manager,

® the performance of the Company, including monitonng
of the discount of the net asset value and the share
pnce,

®  share buy-back and treasury share policy, and

® montorng shareholder profile and considering
sharsholder commurucations

removal and

Commuittees’ and Directors’ performance evaluation
Performance of the Board and the Directors is assessed on
the following

® attendance at Board and Committes meatings,

® the contrbution made by indwvdual Directors at, and
outside of, Board and Committee meetings, and

® completion of a detailed internal assessment process
and annual performance evaluation conducted by the
Charrman

The Board beleves that it has the nght balance of
independence, skills, experence and knowledge for the
eifective governance of the Company The Board considers
any skills gaps in existence and takes action to remedy this
where necessary

Directors are offered training, both at the tme of joining the
Board and on other occasions where required The Board
glso undertakes a proper and thorough evaluation of its
committees on an annual basis

As a resutt of the performance evaluahon process, Andrew
Philhpps, David Pinckney and Jonathan Thornton are
considered to be effective Directors and demonstrate strong
commitment to the role The Board beleves it to be in the
best interests of the Company to propose that these
Drectors be re-elected at the forthcoming Annual General
Meeting

Remuneration Committee

Since the Company has no executive directors, the detaled
Directors’ Remuneration disclosure requirements set out In
Listing Rules 12 43A (g), 12 43A (b) and 12 43A {c) as they
relate 1o Combined Code Provisions B1 to B2, Bi1 to
B186, and B2 1 to B2 4 are not relevant

Audit Committee

The Audit Committee consists of all Direciors Dawvid
Pinckney 1s Chairman of the Audit Committee In accordance
with the Code, the members of the Audit Committee have
recent and relevant financial expenence The Committee met
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twice dunng the year ended 31 December 2010, all
members attended

Whritten terms of reference have been constituted for the
Audit Committee, these are as follows

® providing an overview of the Company’s accounting
polictes and financial reporting,

® consderng and reviewing the effectiveness of the
Company's nternal controls and nsk management
systems,

® monitonng the integrity of the financial statements of
the Company and any formal announcements relating
to the Company’s financial periormance, reviewing
significant financial reporting judgements contained in
themn,

® meetng the Company's external Auditors annually,
approving therr appontment, re-appointment,
remuneration and terms of engagement,

® monitorng and reviewing the external Auditor’s
independence and objectiity and the effectiveness of
the audit process,

®  developing and mplementing a pokcy for the supply of
non-audit services by the external Auditors,

® meeting external Auditors at least once a year without
the presence of the Manager,

®  meeting with the internal auditors of the Manager when
appropnate,

®  ensunng that all Directors of the Company and staif of
the Manager leel able to raise issues of senous
concern with the Chairman of the Audit Commitiee,
and that these ssues, when raised, are subject to
proportionate and independent investigation, and
approprate action,

® reporting to the Board, identifying any matters in
respect of which action or mprovement 1s needed and
recommending appropnate steps to be taken, and

&  underiaking the duties of the Engagement Committee,
and reviewing the performance of the Manager and all
matters ansing under the Management Agreement

Dunng the year under review, the Committee discharged the
responsibilities descnbed above Its actvibies included

¢ formally reviewing the final Annual Report and Financial
Statements, the Half-yearly Report, the Intenm
Management Statements and the associated
announcements, with particular focus on the man
areas requinng judgement and on cniical accounting
policies,

® reviewing the effectiveness of the internal controls
system and examination oi the Internal Controls Report
produced by the Manager,

® meeting with the partner in charge of the Albion
Ventures' internal audit at Litttejohn LLP,

®  meeting with the external Auditors and reviewing therr
findings, and
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® reviewing the performance of the Manager and making
recommendaticns regarding ther re-appoiniment io
the Board

The Committee reviews the performance and continued
sutabiity of the Company’s external auditors on an annual
basis They assess the external auditors’ independence,
qualfication, extent of relevant expenence, effectiveness of
audit procedures as well as the robustness of therr quality
assurance procedures In advance of each audt, the
Committee obtans confirnation from the external auditors
that they are independent and of the level of non-audit fees
earned by them and iher affiiates There were no non-audit
fees charged to the Company dunng the year

Where non-audit fee levels are considered significant, the
Commuittee considers the appropnateness of the
independence safequards put in place by the auditors Note
6 detalls the iotal fees pad to PKF (UK) LLP in the financial
year to 31 December 2010 The Committes considers PKF
(UK} LLP to be mdependent of the Company, and that the
provision of non-audit services does not threaten the
cbjecimty and independenice of the audit As part of its
annual review procedures, the Committee has obtaned
sufficient assurance from therr own evaluathon and the audit
feedback documentation Based on the assurance obtamned,
the Committee has recommended to the Board that PKF
(UK) LLP 1s reappointed and that a resolution to this effect be
proposed at the forthcoming Annuak General Meeting

Nomunation Committee

The Nominaticn Committee consists of all Directors, with
Geoffrey Vero as Charman The terms of reference of the
Nomination Committee are to evaluate the balance of skills,
experence and tme commiment of the current Board
members and make recommendations to the Board as and
when a particular appointment arises The Nomination
Committes met once duning 2010 and will meet agan when
It 1s appropnate for it to do so

it 15 the policy of the Company that ali of the Directors are
nominated for re-election every three years and that Directors
who have served the Company for more than nine years are
subyect to annual re-election Hawving served for more than
nine years, Dawd Pinckney and Jonathan Thornton will retire
and be proposed for re-election at the forthcoming Annual
General Meeting In addition, Andrew Philipps will retire by
rotation as described in the Articles and be proposed for re-
elechon at the Annual General Meeting The terms and
conditions of Oirectors’ appomtment are availlable for
inspection at the Annual General Meeting

{nternal control

In accordance with pnnciple C 2 of the Combined Code, the
Board has an established process for identifying, evaluating
and managing the significant nsks faced by the Company
This process has been in place throughout the year and

continues 1o be subject to regular review by the Board in
accordance with the Internal Control Guidance for Directors
in the Combined Code published in September 1989 and
updated n 2005 {the “Turmnbull guidance”) The Board 18
responsible for the Compary's system of internal control and
for reviewing its effectiveness However, such a system Is
designed to manage, rather than eiminate the nsks of falure
to achigve the Company’s business objectives and can only
provide reasonable and not absolute assurance agamnst
matenal misstatement or loss

The Board's monitonng covers all controls, including
financial, operatwonal and compliance controls, and nsk
management The Board recewves each year from the
Manager, a formal report, which detals the steps taken to
monitor the areas of nsk, including those that are not directly
the responsibiity of the Manager, and which reports the
detalls of any known internal control falures Steps are and
continue to be taken to embed the system of internal contrel
and nsk management into the operations and culture of the
Company and its key supphers, and to deal with areas of
improvement whech corme to the Manager's and the Board's
attention

The Board has performed a specific assessment for the
purpose of this Annual Report This assessment considers all
significant aspects of internal contral ansing dunng the year
The Audit Committes assists the Board in discharging s
review responsibilities

The main features of the internat control system with respect
to financial reporting, In place throughout the year are

® segregation of dutes between the preparation of
valuations and the recording of these into accounting
records,

& independent valuations of the asset-backed
investments within the portfolio are undertaken
annually,

® reviews of valuations are carned out by the Managing
Partner and reviews of financial reports are carned out
by the Operations Partner, of Albion Ventures LLP,

® bank and stock reconciliations are carmed out monthly
by the Manager n accordance with the FSA
requirements,

® al published financial reports are reviewed by Albion
Ventures LLP Compliance department,

® the Board reviews financia! nformation, and

® a separate Audit Committee of the Board reviews
published financial nformation

During the year, as the Board has delegated the investment
management and administration to Albion Ventures LLP, the
Board feels that 1t 1 not necessary to have its own nternal
audit funchon Instead, the Board had access to Littlejohn
LLP. which, as mternal auditor for Albion Ventures LLP,
undertakes periodic examination of the business processes
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and controls enwronment at Albion Ventures LLP. and
ensures that any recommendations to implement
mprovements N controds are carned out Littlejohn LLP
reports formally 1o the Board of Albion Development VCT
PLC on an annual basis The Board will continue to monitor
its system of internal control In order to provide assurance
that It operates as intended

Going concern

In accordance with “Going Concern and Liquichity Risk
Guidance for Directors of UK Comparies 2009” i1ssued by
Financial Reporting Council, the Board has assessed the
Company’s operation as a going concern The Company has
significant cash and lquid resources, its portfolio of
Investments 1s well diversified in terms of sector, and the
major cash cutflows of the Company (namely investments,
buy-backs and dwidends) are within the Company's control
Accordingly, after making diigent enquines the Directors
have a reasonable expectation that the Company has
adequate resources to continue In operational existence for
the foreseeable future For this reason, the Directors have
adopted the going concern basis in prepanng the accounts

The Board's assessment of liquidity nsk and detaills of the
Company’s policies for managing 1ts capital and financial
nsks are shown in note 20 The Company's business
actiities, together with details of ts performance are shown
in the Directors’ report and enhanced business review

Conflicts of interest

Directors review the disclosure of conflicts of interest annually,
with any changes reviewed and noted at the beginning of
each Board meeting A Director who has conflicts of interest
has two independent Directors authornise those conflicts
Procedures to disclose and authorise conflicts of interest have
been adhered to throughout the year

Capital structure and Articles of Association

Detals regarding the Company's capital structure,
substantial interests and Directors' powers to buy and 1ssue
shares are detaled in full on pages 17, 23 and 24
respectively of the Directors’ report and enhanced business
review The Company 1S not party to any significant
agreements that may take effect, alter or terminate upon a
change of control of the Company following a takeover bid

Any amendments to the Company's Articles of Association
are by way of a special resolution subject to ratfication by
shareholders

Relations with shareholders

The Company's Annual General Mesting at 12 noon on
11 May 2011 will be used as an opporturity to communicate
with investors The Board, including the Charman of the
Audit Committee, will be available to answer questions at the
Annual General Meeting
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At the Annual General Mesting, the level of proxies lodged on
each resolution, the balance for and aganst the resclution,
and the number of votes withheld, are announced after the
resolution has been voted on by a show of hands

The Annual General Meeting will also include a presentation
from the Manager on the portfolio and on the Company, and
a presentation from an nvestee company

Sharehclders are able to access the latest information on the
Company wia the Albion Ventures LLP wabsite www albion-
ventures ¢o uk under the "Our Funds™ section

Any enquings relating to shareholdings and share certificates
or changes to personal detals can be drected to Capita
Registrars Limited

Tel 0871 664 0300

Calls cost 10p per minute plus network extras (Ines are open
8 30am - 5 30pm, Mon — Fr)

Emal ssd@capitaregistrars com

Specific enquines relating to the performance of the Fund
should be directed to Albion Ventures LLP

Tel 020 7601 1850 (nes are open 9 00am - 5 30pm,
Maon = Fri, calls may be recorded)
Emal info@albion-ventures co uk

The Company’s share buy-back programme operates in the
market through brokers In order to sell shares, as they are
quoted on the London Stock Exchange, investors should
approach a broker to undertake the sale Banks may be able
to assist sharsholders with a referral to a broker within ther
banking group

Statement of compliance

With the exception of the requrement to have a Senior
Independent Director and a Remuneration Committes, the
Directors consider that the Company has complied
throughout the year ended 31 December 2010 with all the
relevant provisions set out in Section 1 of the Code, and with
the AIC Code of Corporate Governance The Company
continues to comply with the Code as at the date of this
report

By Order of the Bo3

Geoffrey Vero
Charman
1 King's Arms\Yard
London EC2R
5 April 2011



Directors’ remuneration report

Introduction

This report 1S submitted In accordance with Section 420 of
the Companies Act 2006 The report also meets the relevant
rules of the Listing Rules of the Financial Seraces Authonty
and descnbes how the Board has appled the pnnciples
relating to the Director's remuneration As reguired by the
Act, aresolution to approve the report will be proposed at the
Annual General Meeting

UNAUDITED INFORMATION

Remuneration Committee

Since the Company's Board consists solely of non-executive
Directors and there are no executive employees, a
Remuneration Committee 1s not considered necessary

Directors' remuneration policy

The Company's policy 1s that fees payable to non-executive
Directors should reflect therr expertise, responsibibties and
time spent on Company matters In detenmining the level of
non-executive remuneration, market equivalents are
considered in companson to the overall activiies and size of
the Company

The maximum level of non-executive Directors’ remuneration
1s fixed by the Company's Articles of Association, not to
exceed £100,000 per annum, amendment to this 1s by way
of a special resolution subject to ratification by shareholders

Performance graph

The graphs below show Albien Development VCT PLC's
Ordinary and D shares' pnce total return agamnst the FTSE
All-Share Index total return, in both instances with dvidends
renvested, since the launch The Directors consider the
FTSE All-Share Index to be the most appropnate benchmark
for the Company Investors should, however, be reminded
that shares in VCTs generally trade at a discount to the actual
net asset value of the Company

There are no options, Issued or exercisable, in the Company
which would distort the graphical representation

Mathodology The share price return to the shareholder, including onginal
amount wvasted (mbased to 100) from launch assuming that dmdends were
ra nvested a1 the share price of the Company at the tme the shares were
quoted ex dracend Transaction costs are not taken into account

Service contracts
None of the Directors has a semace contract with the
Company

The Company's Articles of Association prowde for the
resignation and, if approved, re-election of the Tirectors
every three years at the Annual General Meeting At the
forthcoming Annual General Mseting, Andrew Philipps,
David Pinckney and Jonathan Thornton will retire and be
proposed for re-efection

AUDITED INFORMATION
Directors’ remuneration
The following tems have been audited

The following table shows an analysis of the remuneration of
indmdual Directors, exclusive of National insurance or VAT

2010 2009

Fees Fees

£'000 £'000

Jonathan Thornton 205 205
Andrew Phillpps 205 205
Dawvid Pinckney 205 205
Geoffrey Vero 205 205
820 820

The Company does not confer any share options, long term
ncentives or retrement benefits to any Director, nor does it
make a contribution to any pension scherme on behalf of the
Directors

No Director has a contract with the Company
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Directors’ remuneration report continued

Each Director of the Company was remunerated personally
through the Manager's payroll which has been recharged to
the Company, save for Jonathan Thornton whose services
were prowded by Jonathan Thornton bimited dunng the year

In addition to Directors” remuneration, the Company pays an
annual premium N respect of Directors’ & Officers’ Liability
Insurance of £9,450 (2009 £7,000)

By Orger oard

Albion Ventures LLP
Company Secretary

1 King's Arms Yard
London, EC2R 7AF

5 Apri 2011
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Independent Auditor’s report
to the Members of Albion Development VCT PLC

We have audited the Financial Statements of Albion Development VCT Plc for the year ended 31 December 2010 which
compnse the Income staternent, the Balance sheet, the Reconciiation of movements in shareholders’ funds, the Cash flow
statement and the related notes The financial reporting framework that has been apphed in ther preparation i1s applicable law
and United Kingdom Accounting Standards (Unted Kingdom Generally Accepted Accounting Practice)

This report 1s made solely 1o 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 pemmitted 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 opinions we have formed

Respective responsibilities of Directors and the Auditor

As explained more fully in the Statement of Directors’ responsibilities, the Directors are responsible for the preparation of the
Financial Statements and for being satisfied that they give a true and fair view Cur responstbility ts to audit the Financial
Statements n accordance with applicable law and Intermational Standards on Auditing (UK and Ireland) Those standards
require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audrt involves obtaining evidence about the amounts and disclosures n the Financial Statements sufficient 1o give
reasonable assurance that the 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 circumstances and have
been consistently appled and adequately disclosed, the reasonableness of significant 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
awarse of any apparent matenal misstatements or inconsistencies we consider the implications for our report

Opimion on Financial Statements

In our opinion the Financial Statements

® give atrue and farr view of the state of the Company’s affarrs as at 31 December 2010 and of tts return for the year then
ended,

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

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

Opinion on other matters prescribed by the Companies Act 2008

In our opinion
&® the part of the Directors’ remuneration report to be audited has been properly prepared in accordance with the
Companies Act 2006,

® the informaton given in the Directors’ report and enhanced business review for the financial year for which the Financial
Statements are prepared 1s consistent with the Financial Statements, and

® the nformation given in the Statement of corporate governance mn comphance with rules 725 and 726 in the
Disclosure Rules and Transparency Rules sourcebook 1ssued by the Financial Services Authonty (information about
nternal control and nsk management systems in relation to financial reporting processes and about share capttat
structures) 1s 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

®  adequate accounting records have not been kept, or retuns adequate for our audit have not been received from
branches not wisited by us, or

® the Financial Statements and the part of the Directors’ remuneration report to be audrted are not in agreement with the
accounting records and returns, or

® certan disclosures of Duectors’ remuneration specified by law are not mads, or

®  we have not recaved all the information and explanations we require for our audtt

Under the Listing Rules we are required to review
the Directors’ statement, set out on page 28, in relation to going concern, and
the part of the Corporate governance statement relating to the Company’s compliance with the nine prowisions of the
une 2008 Cominned Code specified for our review

( l;\L,LP
Rhodri Whittock (Senior statutory audior)
for and on behalf of PKF {UK]} LLP, Statutory auditor
Ltonden, UK
5 Apnl 2011
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Income statement

Combined Combined

Year ended 31 December 2010 | Year ended 31 December 2009

Revenue Caprtal Total Revenue Capital Total

Note £'000 £'000 £'000 £°000 £'000 £'000

Gains/{losses} on investments 3 - 1,005 1,005 - (986) {986)
Investment income 4 924 - 924 1,078 - 1078
Investrment management fees 5 (152) (457 {609) {(135) (407) (542)
Recovery of VAT - - - 26 82 108
Other expenses 6 (229) - (229) (178) - (178
Return/(loss) on ordmary activibes before tax 543 548 1,091 9 (1,311) (520)
Tax (charge)/credit on ordinary activities 8 (82) 114 32 (38} 94 6
Return/{loss) attnbutable to shareholders 461 662 1,123 703 {1,217} (514)

The accompanying notes on pages 43 to 59 form an integral part of these Financial Statements

The total column of this Income statement represents the profit and loss account of the Company The supplementary revenue
and capital columns have been prepared In accordance with the Association of Investment Companies’ Statement of

Recommended Practice

All revenue and capital items in the above statement denve from continuing cperations

There are no recognised gans or losses other than the results for the year disclosed above Accordingly a Statement of total

recognised gains and losses Is not required

The difference between the reported loss on ordinary activities before tax and the historical profit 15 due to the far value
movements on investments As a result a note on histoncal cost profit and losses has not been prepared

Disclosure of basic and diuted earnings per share 1s given in the underlying Ordinary and D share fund Income statements on

the iollowing pages
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Income Statement (non-statutory analysis)

Ordinary shares Ordinary shares
Year ended 31 December 2010 | Year ended 31 December 2009
Reventie Capital Total Revenue Capital Total
Note £'000 £'000 £'000 £'000 £'000 £000
Gaing/llosses) on investments 3 - 985 985 - (986) (986)
Investment income 4 835 - 835 1,077 - 1,077
Investment management fees 5 (125) (376) (501) (135) {408) (541)
Recovery of VAT - - - 26 82 108
Other expenses 6 {185) - (185) (178) - (178)
Return/{loss) on ordinary activities before tax 525 609 1,134 790 (1,310 (520)
Tax (chargelcredit an ordinary activities 8 (78) 97 19 (88) 94 6
Return/(loss} attnbutable to shareholders 447 706 1,153 702 (1.216) (514}
Basic and diluted return/{loss) per
share (pence)* 10 150 240 390 240 4 10) (170)
D shares D shares
Year ended 31 December 2010 | Year ended 31 December 2009
Revenua Capital Total | Revenue Capital Total
Note £000 £'000 £'000 £'000 £'000 £'000
Gains on invesiments 3 - 20 20 - - -
Investment (ncorme 4 89 - 89 1 - 1
Investment management fees 5 27 81) (108} - (1 {1)
Other expenses 6 (44) - (44) - - -
Return/(loss) on ordinary activities before tax 18 61) (43) 1 (" -
Tax (charge)/credit on ordinary activittes 8 {4) 17 13 - - -
Return/(loss) attnbutable to shareholders 14 (44) (30) 1 (M -
Basic and diluted return/{loss) per
share (pence}* 10 030 {0.90) (0 60) - - -

" excluding treasury shares

The accompanying notes on pages 43 to 59 form an integral part of these Financial Staterments
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Balance sheet

Combined Combined
31 December 31 December
2010 2009
Note £'000 £'000
Fixed asset investments 1R 19,639 18,875
Current assets
Trade and other debtors 13 237 406
Cash at bank and in hand 18 8,512 5,908
8,749 6,314
Creditors amounts falling due within one year 14 {470) (306)
Net current assets 8,279 6.008
Net assets 27,918 24,883
Capital and reserves
Called up share capital 15 19,388 17,074
Share pramium 37 640
Capital redemption reserve 1,426 1,183
Unrealised capital reserve (5,063) (6,365)
Special reserve 10,497 12,507
Treasury shares reserve {2,633) {2,540)
Realised capital reserve 2,860 1,389
Revenue reserve 1,406 995
Total equity shareholders’ funds 27,918 24,883

The accompanying notes on pages 43 to 59 form an mtegral part of these Financial Statements

These Financial Statements were approved by the Board of Directors, and authorised for 1ssue on 5 Apnl 2011 and were
signed on its behalf by

Company number 3654040
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Balance Sheet {non-statutory analysis)

Ordinary shares | Ordinary shares
31 December 31 December
2010 2009
Note £000 £'000
Fixed asset investments 11 17,853 18,875
Current assets
Trade and cther debtors 13 219 170
Cash at bank and in hand 18 4,227 4,709
4,446 4,879
Creditors amounts falling due withein one year 14 (279} (228)
Net current assets 4,167 4,651
Net assets 22,020 23,526
Capital and reserves
Called up share capital 15 16,220 16,357
Share premium 37 -
Capital redemption reserve 1,426 1,183
Unrealised capital reserve {5,083) (6,365)
Special reserve 7,752 12,507
Treasury shares reserve (2,633) (2.540)
Realsed capital reserve 2,924 1,380
Revenue reserve 1,377 994
Total equity shareholders’ funds 22,020 23,526
Basic and diluted net asset value per share (pence)* 17 7540 7930

* excluding treasury shares

The accompanying notes on pages 43 to 59 form an integral part of these Financial Statements
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Balance Sheet (non-statutory analysis)

D shares D shares
31 December 31 December
2010 2009
Note £'000 £'000
Fixed asset Investments 11 1,786 -
Current assets
Trade and other debtors 13 18 236
Cash at bank and n hand 18 4,285 1,199
4,303 1,435
Creditors amounts falling due within one year 14 (191) (78)
Net current assets 4,112 1,357
Net assets 5,898 1,357
Capital and reserves
Called up share capital 15 3,168 717
Share premium - 640
Capital redemption reserve - -
Unrealised capital reserve 20 -
Special reserve 2,745 -
Treasury shares reserve - -
Realsed capital reserve (64} (M
Revenue reserve 29 1
Total equity shareholders’ funds 5,898 1,357
Basic and diluted net asset value per share (pence)* 17 9300 94 60

* excluding treasury shares

The accompanying notes on pages 43 to 59 form an integral part of these Financial Statements
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Reconciliation of movements in shareholders’ funds
Combined

Called-up Capital | Unrealised Treasury Realised
share Share (redemption capital Special shares caprtal Revenue
capital premium reserve reserve* reserve” reserva’ regerve* reserve” Totat
£000 £'000 £'000 £'000 £'000 £'000 £000 £'000 £000

As at 1 January 2010 17,074 640 1,183 {6,365) 12,507 {2,540} 1,389 995 24,883
Net realised gains on
investmenis - - - - - - 386 - 386
Unmalised gains on
Investments - - - 619 - - - - 619
Transfer of unrealised
losses to realised losses - - - 682 - - {682) - -
Capitalsed investment
management fee - - - - - - (457) - (457)
Tax rehef on costs
charged to capual - - - - - - 114 - 114
Purchase of own
treasury shares - - - - - {289) - - (289)
Cancellation of
{reasury shares (121} - 121 - {196) 196 - - -
Purchase of own
shares for cancellation {120} - 120 - {158) - - - {158}
Issue of equity
(net of costs) 2555 2221 - - - - - - 4776
Cancellation of Share
premium account - (2 824} - - 2,810 - - 14 -
Transfer from Special
reserve to reahsed reserve - - - - {3,301} - 3,301 - -
Revenua return
attnbutable 10

shareholders - - - - - - - 461 461

Dvidends paid - - - - {i.165) - {1191) {64) {2,420

As at 31 December
2010 19,388 a7 1,426 {5,063) 10,497 {2,633) 2,860 1,406 27,918

As at 1 January 2009 16,307 3,266 1,183 {5,622) 9,223 (2,272} 2,459 889 25,433
Net realised losses on
nvestments - - - - - - 3 - 3
Unreabsed losses on
investments - - - (983 - - - - (983)
Transfer of unrealised
losses to realised losses - - - 240 - - (240} - -
Capitalised investment
management {ee - - - - - - 407) - (407)
Capitatsed recoverable
VAT - - - - - - 82 - 82
Tax relief on costs
charged to capital - - - - - - 94 - 94
Purchase of own
treasury shares - - - - - (268) - - (268)
Issue of equrty
{net of costs) 767 658 - - - - - - 1,425
Cancelation of Shara
premium account - (3,284) - - 3284 - - - -
Revenue return
attnbutable to

shareholders - - - - - - - 703 703
Dnidends pad - - - - - - {598) {598) (1,192

As at 31 December
2009 17,074 640 1,183 {6 365) 12,507 (2,540 1,389 895 24,883

- The Special reserve allows the Company, amongst other things, to faciitate the payment of dwdends earlier than would otherwise have
been possible as transfers can be madse from this reserve to the Realised capital reserve to offset gross losses on disposal of investmants
Accordingly, a transfer of £3,301,000 n respect of the Ordinary shares, representing gross realised losses on dispesal of nvestments from
launch to 31 December 2010 has been made from the Special reserve to the Realised capital reserve

Included within these reserves 1s an amount of £7 067,000 (2008 £5,986,000) which 1s considered distnbutable The Special reserve has
been treated as distnbutable in determining the amounts available for distnbution
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Reconciliation of movements in shareholders’ funds
Or dinary shares {non-statutory analysis)

Called up Capital | Unrealised Treasury Realised
share Share |redemption capital Special share capital Revenue
capital premium reserve reserve* reserve” reserve” reserve” reserve’ Total
£'000 £'000 £'000 2000 €000 £'000 £'000 £000 £'000

As at 1 January 2010 16,357 - 1,183 (6,365) 12,507 (2,540) 1,390 994 23,526
Net realised gains on
nvestments - - - - - - 386 - 388
Unrealised gains on
Invastments - - - 599 - - - - 599
Transfer of unrealised
losses to realised losses - - - 682 - - (682) - -
Capitahsed investment
management fee - - - - - - (376) - (376)
Tax relef on costs
charged to capital - - - - - g7 - 97
Purchase of own
treasury shares - - - - - (289 - - (289)
Cancellation of shares
out of treasury (121) - 121 - (199) 196 - - -
Purchase of own shares
for cancellation {120) - 120 - (158) - - - (158}
Issue of equity
{net of costs) 104 37 - - - - - - 141
Transfer from Special
reserva to realised reserve - - - - (3,301) - 3,301 - -
Revenue return
attributable to
shareholders - - - - - - - 447 447
Dividends paid - - - - {1,100) - {1,191) (B4) {2 355)
As at 31 December
2010 16,220 37 1,426 (5,083) 7,752 (2,633) 2924 1,377 22,020
As at 1 January 2009 16,307 3,266 7183 {5.622) 9,223 (2.272) 2,459 889 25,433
Net realised losses on
Investments - - - - - - {3) - {3
Unrealised losses on
Investments - - - (983} - - - - {383)
Transfer of unrealised
losses to realised losses - - - 240 - - (240) - -
Capitaiised investment
management feg - - - - - - {408) - {408)
Capitalised recoverable
VAT - - - - - - 82 - 82
Tax relief on costs
charged to capital - - - - - - 94 - 94
Purchase of own
treasury shares - - - - - {268) - - (268)
Issue of equity
(net of costs) 50 18 - - - - - - 68
Cancelfation of Share
premium account - (3,284) - - 3,284 - - - -
Revenuse return
attnbutable to
shareholders - - - - - - - 702 702
Dmidends paid - - - - - - (596) {596) {1,192)
As at 31 December
2009 16,357 - 1,183 {6,365) 12 507 (2,540) 1,390 994 23,526

Included wrihin these reserves 1s an amount of £4 337 000 (2009 £5,986 000} which 15 considered distnbutable The Specral reserve has
been treated as distnbutabls n determining the armounts avallable for distnbution
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Reconciliation of movements in shareholders’ funds
D shares {(non-statutory analysis)

Called-up Capital | Unreakised Treasury Realised
share Share |redemption capital Special shares capital Revenue
capital premim reserve reserve reserve* reserve* reserva* reserve’ Total
£'000 £'000 £'000 £'000 £'000 £'000 £000 £'000 £'000

As at 1 January 2010 717 640 - - - - (1 1 1,357
Unreahsed gains on
Ivestments - - - 20 - - - - 20
Capitalised investment
management feg - - - - - - 81 - {81)
Tax relief on costs
charged to capital - - - - - - 17 - 17
Issue of equity
(nat of costs) 2,451 2,184 - - - - - - 4,635
Cancellation of share
premium account - (2824) - - 2,810 - - 14 -
Revenue return
attnbutable to
shareholders - - - - - - - 14 i
Omidends pad - - - - (65) - - - {65)
As at 31 December
2010 3,168 - - 20 2,745 - 64) 29 5,898
As at 1 January 2009 - - - - - - - - -
Capitalised investment
management fee - - - - - - {1} - {1)
Issue of equity
{net of costs) 717 640 - - - - - - 1.357
Revenue return
attnbutable to
shareholders - - - - - - - I 1
As at 31 December
2009 717 640 - - - - m 1 1,357

Inclugded within these reserves 1S an amount of £2,710,000 (2008 nil) which 15 considered distrbutable The Special reserve has been treated
as distnbutable in determining the amounts available for distnbution
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Cash flow statement

Combined Combined
Year ended Year ended
31 December 31 December
2010 2009
Notes £'000 £'000
Operating activities
Investrment income receved 706 949
Deposit interest receved 136 66
Dradend income received 50 a7
Cther income receved - 22
Investment management fees paid (600) (375)
VAT recovery - 522
QOther cash payments (211) (180)
Net cash flow from operating activities 19 81 1,051
Taxation
UK corporation tax recovered/{paid) 44 (384)
Capital expenditure and financial investments
Purchase of fixed asset investments (3,188} {1.819
Disposal of fixed asset investments 3,590 422
Net cash flow from investing activihes 402 (1.397)
Management of liquid resources
Disposal of current asset iInvestments - 3.050
Net cash flow from hquid resources - 3,050
Equity dividends paid
Cwidends paid (net of cost of shares 1ssued under the Dvidend
Resrwestment Scheme) (2,265} {1,133
Net cash flow before financing (1,738} 1,187
Financing
Issue of share capital (net of costs) 4,792 1,199
Purchase of own shares 15 (4486) (268)
Costs of cancelling share prermium account (6} -
Interclass paymenis 2 -
Net cash flow from financing 4342 931
Cash flow in the year 18 2,604 2,118
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CaSh ﬂOW Statement {non-statutory analysis}

Ordinary shares | Ordinary shares
Year ended Year ended
31 December 3t December
2010 2000
Notes £'000 £000
Operating activities
nvestment income receved 692 849
Deposit interest received 65 66
Dmdend income recerved 50 47
Other income received - 22
investment management fees paid (525) (375
VAT recovery - 522
Other cash payments (181) (180)
Net cash flow from operating activities 19 101 1,051
Taxation
UK corporation tax recovered/{paid) 44 (384)
Capital expenditure and financral investments
Purchase of fixed asset mnvestments (1,567) (1,819
Disposal of fixed asset investments 3,580 422
Net cash flow from investing activities 2,023 (1,397
Management of iquid resources
Disposal of current asset investments - 3.050
Net cash flow from liquid resources - 3,050
Equity dwvidends paid
Dividends paid (net of cost of shares 1ssued under Dwdend
Reinvestment Scheme) {2,200} (1,133
Net cash flow before financing (32) 1,187
Financing
Purchase of own shares (446) (251}
Costs of 1ssue of share capital {6) (7
Interclass payments 2
Net cash flow from financing (450) (268)
Cash flow in the year 18 (482) 919
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CaSh f|0W statement {non-statutory analysis)

D shares D shares
Year ended Year ended
31 December 31 December
2010 2009
Notes £'000 £'000
Operating activittes
Investment incorme recerved 14 -
Deposit Interest receved ral -
Investment management fees pad (75) -
Other cash payments (30) -
Net cash flow from operating activities 19 (20) -
Capital expenditure and financial investments
Purchase of fixed asset investments (1,621) -
Disposal of fixed asset investments - -
Net cash flow from mvesting activities (1,621) -
Equity dividends paid
Dividends paid (65) -
Net cash flow before financing {1,706) -
Fmnancing
Issue of share capital (net of costs) 4,792 1,199
Net cash flow from financing 4,792 1,199
Cash flow in the year 18 3,086 1,189
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Accounting convention

The financial statements have been prepared in accordance
with the histoncal cost convention modified to include the
revaluation of investments, In accordance with apphcable
United Kingdom law and accounting standards and with the
Statement of Recommended Practice “Financial Statemants
of investment Trust Companies and Venture Capital Trusts™
(“SORP") 1ssued by the Assocation of Investment Companies
{(“AlC") In January 2000 Accounting polcies have been
appled consistently in current and prior penods

Accounting polictes

Investments

Quoted and unquoted equity investments, debt issued at a
discount, and convertible bonds

In accordance with FRS 26 “Financial Instruments
Recognition and Measurement”, quoted and unguoted equity,
debt i1ssued at a disgount and convertible bonds are
designated as far value through profit or loss Investments
Iisted on recogrused exchanges are valued at the closing bid
prices at the end of the accountng period Unguoted
investments far value s determined by the Directors in
accordance with the September 2009 International Private
Equity and Venture Capital Valuaton Guidelnes (PEVCV
gudelines)

Desk top reviews are camed out by independent RICS
qualfied surveyors by updating previously prepared full
valuations for current trading and market indices Fult
valuations are prepared by similarty qualified surveyors but In
full comphance with the RICS Red Book

Far value movements and gans and losses ansing on the
disposal of investments are reflected In the capital column of
the Income statement n accordance with the AIC SORP
Real'sed gains or losses on the sale of nvestments will be
reflected in the Realsed capital reserve and unrealised gains
or losses ansing from the revaluation of investments wit be
reflected in the Unvealised capital reserve

Warrants and unquoted equity derved instruments

Warrants and unguoted equity denved instruments are only
valued (f ther exercise or contractual terms would allow them
to be exercised as at the balance sheet date, and f there i1s
additional value to the Company in exercising or converting as
at the balance sheet date Otherwise thess mstruments are
held at nil value The valuation techniques used are those
used for the undertying equity nvestment

Unquoted foan stock

Unquoted loan stock (excluding convertible bonds and debt
1ssued at a discount) is classified as loans and recenvables in
aceordance with FRS 26 and camed at amorirsed cost usng
the Effective Interest Rate method less imparment
Movements n respect of capital provisions ara reflected in the
capital column of the Income statement and are reflected In
the Realised capuital reserve following sale, or in the Unrealised
capital reserve on evaluation

For all unguoted loan stock fully performing, renegotiated
past due and /mpaired tha Board considers that the far value
1s equal to or greater than the secunty value of these assets

Notes to the Financial Statements

For unquoted loan stock, the amount of the impairment 15 the
differenca between the asset’s cost and the present value of
estimated future cash flows, discounted at the effectve
interest rate The future cash flows are estmated based on
the fair value of the secunty less estimated selling costs

lnvestmenis are recognised as financial assets on legal
completion of the investment contract and are de-recogrused
on legat completion of the sale of an investment

Onndend ncome 1s not recogrised as part of the far valug
movement of an investment, but 1s recognised separately as
investment income through the Revenue reserve when a
share becomes ex-dvideng

Loan stock accrued interest 1s recognised In the Balance
sheet as part of the carrying value of the loans and recenvables
at the end of each reporting penod

It1s not the Company's policy 1o exercise control or significant
nfluence over investee companies Therefora, iIn accordance
with the exemptions under FRS & "Associates and joint
ventures” those undertakings n which the Company hoids
more than 20 per cent of the equity are not regarded as
associated undertakings

Investment income

Quoted and unquoted equity ncome

Dasidend income 1s included in revenua when the investment
1s quoted ex-dwvidend

Unquoted loan stock and other preferred income

Fixed returns on non equity shares and debt secunties are
recognised on a tme apportonment basis using the effective
interest rate over the hfe of the financial nstrument  Income
winch 15 not capable of being recerved within a reasonable
pericd of time 5 reflected n the capital value of the
Investment

Bank interest ncome
Interest income 15 recognised on an accrual basis using the
rate of intarest agreed with the bank

Investment management fees and other expenses

All expenses have been accounted for on an accruals basis
Expenses are charged through the revenue account except
the following which are charged through the Realised capital
reserve

[ ] 75 per cent of management f{ees are allocated to the
capital account to the extent that these relate to an
enhancement in the value of the investments and in ling
with the Board's expectation that over the long temn
75 per cent of the Company’s investment returns will
be in the form of capital gans, and

[ ] expenses which are incdental to the purchase or
disposal of an investment are charged through the
Realised capital reserve
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Accounting policies (continued)

Under the terms of the Management agreement, total
expenses including management fees and excluding
performance fees will not exceed 3 5 per cent of net asset
value of the Company at the year end

Performance incentive fee

In the event that a performance incentive fee crystallises, the
fee will be allocated between Revenue and Realised capital
reserves based upon the proportion to which the calculation
of the fee 1 attnbutable to revenue and capital returns

Taxation

Taxation 15 applied on a current basts In accordance with FRS
16 “Cumrent tax” Taxation associated with capital expenses 1s
applied n accordance with the SORP In accordance with
FRS 19 “Deferred tax”, deferred taxation 1s provided n full on
trming differences that result In an obligatien at the balance
sheet date to pay more tax or a nght to pay less tax, at a
future date at rates expected 10 apply when they crystallise
based on current tax rates and law Timing differences anse
from the inclusion of tems of ncome and expenditure N
taxation computations in pencds different from those in which
they are included in the financial statements Deferred tax
assets are recognised to the extent that it 1s regarded as more
likely than not that they will be recovered

The Directors have considered the requirements of FRS 19
and do not believe that any prowsion should be made for
deferred iax

Reserves

Share premium account

This reserve accounts for the difference between the price
paid for shares and the nominal value of the shares less issue
costs and transfers {o ithe special reserve

Capital redemption reserve

This reserve accounts for amounts by which the 1ssued share
capital 1s diminished through the repurchasa and cancellation
of the Company’s own shares
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Unrealised capital reserves
Increases and decreases n tha valuation of nvestments hed
at the year end aganst cost, are nclugded in this reserve

Special reserve

The cancellation of the share premium account has created a
specal reserve that can be used to fund market purchases
and subseguent cancellation of own shares, the payment of
dwdends, to cover gross realised losses and for other
distnbutable purposes

Treasury shares reserve

This reserve accounts {or amounts by which the distnbutable
reserves of the Company are dimimshed through the
repurchase of the Company's own shares for treasury

Reahsed capital reserve
The following are disclosed in this reserve

® gains and losses compared to cost on the realisation of
investrments,

[ ] expenses, together with the related iaxaton effect,
charged in accordance with the abova pokcies and

® dracends pad to equity holders

Dividends

In accordanca with FRS 21 “Events after the balance sheet
daie”, dwidends declared by the Company are accounteg for
in the penod in which the dvidend has been pad or approved
by shareholders i an Annual General Meeting

D shares

Until such time that O shares arg converted into Ordinary
shares all investmants and returns atinbutable to this class of
share will be separately identifiable from the existing Ordinary
shares All residual expensas will be allocated in the ratio of
the respective Net Asset Values of each class of share
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3 Gans/(losses) on investments

Year ended Year ended
31 December 2010 31 December 2009
Ordinary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £'000 £'000 £'000

Unrealised gains on fixed asset

investments held at far value through

profit or loss account 338 - 338 574 - 574
Unrealised reversals of

imparrments/{impairments} on

fixed asset nvestments held

at amortised cost 261 20 281 {1 557} - (1,557)

Unrealised gains/{losses) sub-total 599 20 619 (983} - (983)

Realised gains/(lossas) on investments
held at far value through profit or

loss account 426 - 426 2 - @
Realised {losses) on investments held
at amortised cost {40) - {40) 37) - (37)

Realsed gans on cument asset
Investments held at fair value through

profit or loss account - - - 36 - 36
Realised gams/{losses) sub-total 388 - 386 @) - &
985 20 1,005 {986) - {286)

Investments measured on an amortsed ¢ost basis are unquoted loan stock nvestments as descnbed in note 2

4 Investment income
Year ended Year ended
31 December 2010 31 December 2009
Ordinary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £°000 £ 000 £'000 £'000
Income recognised on Investments
held at fairr value through profit
or loss
Dradend income 27 - 27 70 - 70
Floating rate note interest - - - 20 - 20
Bank deposit interest 66 73 139 67 1 68
Income from convertible bonds and
discounted debt 15 - 15 - - -
108 73 181 157 1 158
Income recognised on Investments
held at amortised cost
Return on loan stock nvastmeants 727 16 743 920 - 920
835 B89 924 1,077 1 1,078

Interest Income earned on impaired investments at 31 December 2010 amounted to £74,000 (2009 £368,000) Thesa investments are
afl held at amortised cost
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5

Investment management fees

Year ended Year ended
31 December 2010 31 December 2009
Ordinary Ordinary

shares D shares Total shares D shares Total

£000 £'000 £000 £'000 £'000 £:000
Investment management fee

charged to revenue 125 27 152 135 - 135
investrment management fee

charged to capital 378 81 457 406 i 407

501 108 609 541 1 542

Further detalls of the Management agreement under which the investment management fee 15 paid are given in the Directors” report

and enhanced business review on page 22

Other expenses

Year ended Year ended
31 December 2010 31 December 2009
Ordinary Orchinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £'000 £'000 2000
Cirectors’ fees (ncluding VAT and NIC) 76 12 88 87 - 87
Other administrative expenses 87 29 116 67 - 57
Auditor’s remunaration for statutory
audit services 22 3 25 24 - 24
185 44 229 178 - 178
Directors’ fees
The amounts par to Directors dunng the year are as follows
Year ended Year ended
31 December 2010 31 December 2009
Ordmary Orclinary
shares D shares Total shares D shares Total
£'000 £'000 <000 £ 000 £'000 £°000
Directors fess 7" 11 82 82 - 82
Nationa! insurance and/or VAT 5 1 [ 5 - 5
76 12 83 87 - 87

Further information can be found on the Directors’ remuneration report on page 29
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Tax {charge)/credit on ordirary activities

Notes to the Financial Statements continueq

The Company’s combined tax credit of £32 000 (2009 credit of £6,000) 1s analysed between the two share classes as follows
Year ended 31 Decamber 2009

Year ended 31 December 2010

Revenua Capstal Total Revenue Capital Total
Ordinary shares £'000 £000 £'000 £'000 £ 000 £000
UK corporation tax in respect of
current year {123) 97 (26) (193) 94 99)
UK corporation tax in respect of
prior years 45 - 45 105 - 105
{78) a7 19 {88) 94 6
Factors affecting the tax charge
Year ended Year endad
31 December 31 Dacember
2010 2009
Ordinary shares £'000 £ 000
Profit/{loss) on ordinary actvities before taxation 1,134 {520)
Tax on profit/floss) at the standard rate for small companies {238) 148
Factors affecting the charge
Non-taxable profis/(losses) 206 (276)
Marginal rehef - 12
Non-taxable income 6 19
Consortium relief in respect of pror years 45 105
19 6
Year ended 31 December 2010 Year ended 31 Decembar 2009
Revenue Caprtal Total Revenue Capital Total
D shares £'000 £'000 £'000 £000 £'000 £'000
UK comoration tax in respect of
current year (4} 17 13 - - -
UK corporation tax in respect of
pnor years - - - - - -
(4) 17 13 - - -
Factors affecting the tax charge
Year ended Year ended
31 December 31 December
2010 2009
D shares £000 £°000
Loss on ordinary actmties before taxaton (43) -
Tax on less at the standard rate for small companies 9 -
Factors affecting the charge
Non-taxable profits 4 -
13 -

The tax charge for the year shown in the Income statement s lower than the standard rate of corporation tax for small companies in

the UK of 21 per cent (2009 28 per cent) Tha differences are explaned above

Consortium relief 1s recognised in the accounts in the penod in which the clam 1s submitted 10 HMRC and 18 shown as tax in respect

of prior years

Notes
[0} Venturs Capial Trusts are not subject to corporaiion tax on capital gains

(n Tax relief on expenses charged to capital has been deterrmuned by allocating tax relief 1o expenses by reference to the applicable
corporation tax rate and allocating the relief between revenue and capital in accordance with the SORP

() No deferred tax asset or labiity has ansen in the year
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9 Dividends

Year ended Year ended
31 December 2010 31 December 2009

Special Specal

Revenue Capital reserve Revenue Capital reserve

Ordinary shares £'000 £'000 £'000 £ 000 £ 000 £'000
Dactend of 4 Op per Ordimary sharg

paid on 25 September 2009 - - - 596 596 -
Dnagend of 4 Op per Ordinary share

paid on 4 May 2010 - 1,19 - - - -
Dmactend of 4 Op per Ordinary share

paid on 30 September 2010 64 - 1,100 - - -

64 1,191 1,100 596 596 -

Shareholdars are reminded that the first Ordinary share dvidend of 4 O pence per shame for the year to 31 December 2009 was paid

n agdvance on 30 December 2008

Year ended Year ended
31 December 2010 31 December 2009
Special Revenue Capitat Special
Revenue Capital reserve Revenue Capital reserve
D shares £'000 £'000 £'000 £ 000 £°000 £'000
Dnadend of 1 Op per D share paid on
30 September 2010 - - 65 - - -

In addition to the dwdends summanseg above, the Board has cdeclared a first dwdend of 2 50 pence per Ordinary share and
1 25 pence per D share for the year ending 31 December 2011 This dmdend will be paid on 31 May 2011 to shareholdars on the
register as at 3 May 2011 This dmdend totals approximately £730,000 for Ordinary shares and £80,000 for D shares

10  Basic and diluted return/(loss) per share

Year ended Year ended
31 December 2010 31 December 2009

Ordinary shares Revenue Capital Total Rewvenue Capital Total
The return per share has been based
on the following figures
Return/(loss) attnbutable to equity
shares (£'000) 447 706 1,153 702 {1,216) (514)
Weightad average shares In 1ssue
{excluding treasury sharaes) 29,450,610 29 842 149
Return/loss) attnibutable per equity
share (pence) 150 240 390 240 {4 10) (170}
The weighted average number of Ordinary shares 1s calculated excluding the treasury shares of 3,243,696 (2009 3,043.726)

Year ended Year ended

31 December 2010 31 December 2009

D shares Revenue Caprtal Total Revenue Capital Total
The return per share has been based
on the following figures
Return/(loss) aitnbutable to equity
shares {£'000) 14 (44) (30} - - -
Weighted average shares n 1ssue
{excluding treasury shares}) 5,193,933 -
Return/floss) afinbutable per equity
share (pence) 030 {0 20) (0 60} - - -

There are no D shares held in treasury

Therg are no convertible mstruments, dervatives or contingent share agreements in 1ssue 5o basic and diuted return/{loss) per share

are the same
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1

Fixed asset investments
The classification of investments by nature of instruments 1s as follows

Ordmnary shares D shares
31 December 31 Decemnber 31 December 31 Becamber
2010 2009 2010 2009
£'000 £'000 £'000 £'000
Unquoted equity 5,199 4,733 530 -
Quoted equity 241 1,270 - -
Unguoted loan stock 11,476 12,852 1,212 -
Convartible and discounted bonds 937 - 44 -
Warrants - 20 - -
17,853 18,875 1,786 -

Ordinary
shares D shares Combtned
£'000 £'000 £'000
Opening valuation as at 1 January 2010 18,875 - 18,875
Purchases at cost 1,514 1785 3.279
Dhisposal proceeds {3 564) - {3.564})
Realsed gains 386 - 386
Movement In loan stock accrued income 43 1 44
Unrealised gains 598 20 619
Closing valuation as at 31 December 2010 17,853 1,786 19,639
Movement in loan stock accrued income

Opening accumulated movernent In loan stock accrued income 376 - 376

Movement in loan stock accrued income 43 1 a4

Closing accumulated movement in loan stock accrued income

as at 31 December 2010 419 1 420
Movement In unrealised losses

QOpening accumulated unrealsed losses (6,500) - (6,500)
Transfer of previously unrealised losses on disposal 682 - 682
Movement in unrealsed losses 559 20 619
Closing accumulated unrealised losses as at 31 December 2010 {5,218) 20 {5,198)
Histonc cost basis

Opening book cost 24,999 - 24,999
Purchases at cost 1,514 1,785 3.279
Sales at cost (3 861) - {3.861)
Closing book cost as at 31 December 2010 22,652 1,765 24,417

Ordinary shares' fixed asset Investments held at far value through the profit or loss account total £6,377,000 (2009 £6 023,000) and
include convertible bonds and debt with a carmying value of £740,000 as at 31 December 2010 which have been represented from the
amortised cost to far value caiegory 1n the accounis having previously been designated far value through profis and loss as il
recognition Investments measured at amortised cost total £11,476,000 (2003 £12 852,000)

Ordinary shares ioan stocks (including those camed at far value through profit or loss) using a fixed mterest rate total £12,302,000
(2009 £12,566 000} and loan stock using a floating rate total £111 000 (2009 £286,000)

0 shares fixed asset invesiments held at far value through the profit or loss account total £574 000 {2009 n)) Investments held at
amortised cost total £1,212,000 {2009 nd)

All D shares’ loan stock usas a fixed interest rate

The amounts shown for the purchase and disposal of fixed assets included in the ¢ash flow statement differ from the amounts shown
above, due to defarred consideration shown as a debior, and investment settlement debtors and creditors
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11 Fixed asset investments (continued)
For both Ordinary and D shares, the Directors believe that the carrying value of loan stock measured at amortised cost 1s not maienally
differeni to farr velue The Company does not hold any assets as tha result of the enforcement of secunty dunng the perod, and
believes that the carying values for both impawed and past due assets are covered by the value of secunty held for thesae loan stock
Investments

Unguoted equity Investments and convertible and discounted bonds are valued in accordance with the IPEVCV guidelines as follows,

31 December 2010 31 December 2009
Ordmnary Crdinary

shares D shares Total shares D shares Tota!

Valuation methodology £'000 £'000 £'000 £'000 £ 000 £000

Cost {reviewed for mpairment) 603 521 1,124 431 - 431
Net asset value supported by

third party valuation 905 53 958 992 - 892
Net asset value supported by

Independent desktop review 38 - 38 - - -

Recent investment pnce 672 - 672 1,384 - 1,384

Earning mutuple 2,133 - 2,133 1,946 - 1,948

Ravenue multipls 1,785 - 1,785 - - -

6,136 574 6,710 4753 - 4,753

The Ordinary shares portfolio had the following movements between valuation methodologies betwesen 31 Decemiber 2006 and
31 Decernber 2010

Value as at
31 December
2010 Explanatory
Change in valuation methodology (2009 to 2010} £'000 note
Cost (reviewed for imparment) to recent invesiment pnce 109 More recent pricing information available
Cost {reviewed for impairment) to revenue muitiple 310 Company performance can be measured against
ndustry comparables
Cost (reviewed for imparment) 1o net asset value
supported by third party valuation 2,602 Improvement in asset valuation
Recent investment pnce to revenua multiple 1,137 Company performance can be measured agamnst
industry comparables
Earmings multiple to revenue muitiple 115 Temporary trading losses
Recent investment pnce to earnings muliiple 69 Earnings are now being generated

There has been no change in D shares’ valuation methodologies as there wera no investments as at 31 December 2009

The valuation method used will be the most appropnate valuation methodology for an investment within #s market, with regard to the
financial healih of the Investment and the IPEVCY Guidelines The Directors believe that, within these parameters, there are no other
possible methods of valuation which would be reasonable as at 31 December 2010

The amended FRS 29 ‘Financal Instruments Disclosures’ requires the Company to disclose the valuation methods applied to its
investments measured af farr value through profit or loss in a far value hierarchy according to the following definitons,

Fair value hierarchy Definition of valuation method

Level 1 Unadjusted quoted (bid) prices appted

Level 2 Inputs to valuation are from observable sources and are drectly or ndirectly denved from prices
Level 3 Inputs to valuaiions not based on obsarvable market data
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"

Fixed asset investments (continued)
The Ordinary shares' investments valued at {ar valua through profit or loss account can be categonsed in accordance with FRS 29 as
follows

31 December 2010

Level 1 Level 2 Level 3 Total
£000 £'000 £000 £'000
Quoted equity 244 - - 241
Unguoted equity - - 5,199 5,199
Convertible and discounted bonds - - a37 937
241 - 6,136 8,377

31 December 2009
Level 1 Lavel 2 Level 3 Total
£ 0G0 £ 000 £'000 £'000
Quoted equity 1,270 - - 1,270
Unguoted equity - - 4,753 4,753
1,270 - 4,753 6,023

The D shares’ investmenis valued at far value through profit or loss account can be categonsed in accerdance with FRS 29 as follows
31 December 2010

Level 1 Level 2 Level 3 Total

£'000 £'000 £000 £'000

Unquoted equity - - 530 530
Converiiple and discounted bonds - - 44 44
- - 574 574

The Crdinary and O shares' unquoted equity investments and convertible and discounted bonds valued at fair value through profit or
loss {level 3) had the iollowing movements in the year to 31 December 2010

Ordinary

shares D shares Total

£'000 £'000 £'000

Cpening balance as at 1 January 2010 4,753 - 4,753
Additions 1,025 554 1,579
Disposals 961) - {961}
Re-presentation of convertiple bond 740 - 740
Unrealised gans on equity investments and convertible and discounted bonds 579 20 579
Closing balance as at 31 December 2010 6,138 574 6,710

The Ordinary and D shares’ unquoted equity investments and convertible and discounted bonds vafued at far value through profit or
iass (leval 3} had the following movements in the year to 31 December 2009

Ordinary
shares D shares Total
£'000 £°000 £'000
Opening balance as at 1 January 2009 3,599 - 3,599
Additions 1081 - 1,081
Drsposals (410) - {410)
Unrealsed gains on equity nvestments 483 - 483
Closing balance as at 31 December 2009 4,753 - 4,753

FRS 29 requires ihe Drectors to consider the impact of changing one or more of the inputs used as part of the valuaton process 1o
reasonable possible alternative assumptions The valuation methodology applied to 36% of the Ordinary shares” and 100% O shares
unguoted equity investments and convertible and discounted bonds (by valuation) as at 31 December 2010 1s based on third party
ndependent evidence and recent invesiment pnce The Directors believe thai changes to reasonable possible aliernative assumptions
for the valuation of the portfolio coutd result In an increase in the valuation of investments of £243,000 or a degreasa in investments of
£483,000 for the Ordinary share portfolo

Albion Development VCT PLC 51



Notes to the Financial Statements conunes

12 Significant interests
The pnncipal actmty of the Company s to select and hold a portfolio of Investments in unquoted secunties Although the Company
through the Manager, will, in some cases be represented on the board of the investee company, & wil nct take a controling interest
or become involved in the day-to-day management of an investee company
The sze and structure of the companies with unguoted secuntes may result in certain holdings in the portioko representing a
participating interest without there being any partnership, joint venture or management consortium agreement The Company has
interests of greater than 20 per cent of the nomnal value of any class of the alotted shares in the wnvestee companies as at
31 December 2010, as descnbed below
Country of Prncipal % class and % total
Company incorporation activity share type voting rights
Evolutions Telewsion Limited Great Bntain Telewision and post 27 0% A Ordinary 237%
production
The Q Garden Company Limited Great Bntain Gardlen centre operator 33 2% A Crdinary
10 8% Ordinary 16 6%
Consolidated PR Limited Great Britain Publc relations agency 50 0% A Orcinary 18%
Albion Investment Properties Limited Great Batain Ownear of residental 48 4% A Omdinary 48 1%
property
Blackbay Limited Great Bntan Mobile data sclutions 21 1% A Ordinary 7 4%
Masters Pharmaceuticals Linted Great Batain International specialist 21 1% A Ordinary 36%
distnbutor of
pharmaceuticals
As permitted by FRS 9, the investments listed above are held as part of an mvestment portfolio and their value to the Company 1s as
part of a portfolio of Investments Therefore these investments are not considered to be associated undertakings
13  Trade and other debtors
31 December 2010 31 December 2009
Ordinary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £ 000 £000 £'000
Prepayments and accrued income 9 5 14 24 1 25
UK corporation taxable recevable 113 13 126 136 - 136
Other debtors a7 - 97 10 235 245
219 18 237 170 236 406
The Directors consider that the camying amount of debtors 1s not matenally different from ther far value
14  Creditors amounts falling due within one year

31 December 2010 31 December 2009

Ordinary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £'000 £ 000 £'000
Trade creditors 142 35 177 - - -
Accruals and deferred income 52 1 63 200 78 278
Other creditors 85 145 230 28 - 28
279 191 470 228 78 306

The Directors consider that the carmying amount of creditors 15 not matenially different from therr fair value
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15

Called up share capital

31 December 2010 31 December 2009
Ordinary Ordinary

shares D shares Total shares D shares Total
Authorised share capital of
50 pence each
Number of authonsad shares 50,000,000 40,000,000 90,000,000 50,000,000 40,000,000 90,000,000
Nominal value of authonsed
shares (£ 000) 25,000 20,000 45,000 25,000 20,000 45,000
Allotted, called up and fully
paid shares of 50 pence each
Number of shares 32,439,999 6,335,155 38,775,154 32713 157 1,433,600 34 148,757
Nominal value of authonsed
shares (£'000) 16,220 3,168 19,388 16 357 717 17 074
Number of shares n 1ssue
(net of treasury shares) 29,196,303 6,335,155 35,531,458 29,669,431 1 433,600 31,103,031

The Company purchased 441,970 Ordinary shares (2009 424,011} to be held in treasury at a cost of £289 000 (2009 £268,000) The
Company cancelled 242,000 Ordinary shares from treasury, and purchased 241,615 Ordinary shares foe cancellation at a cost of
£157,000

The Company holds a total of 3,243 638 Crdinary shares n treasury, representing 95 per cent of the 1ssued share capital as at
3 March 2011 There are no D shares held in treasury

Under the terms of the Ordinary shares Dmadend Renvestment Scheme Circular dated 27 August 2008, the following Ordinary shares
of 50 pence nominal value were allotted dunng the year

Opening

market price

Aggregate per share

Issue nominal on allotment

Number of price value of Constderation date

shares (pence per shares received (pence per

Date of atlotment allotted share) £°000 £000 share)
4 May 2010 101,296 75 30 50 69 67 00
30 September 2010 109,161 7300 54 79 65 00

210,457 104 148

Under the Qffer for Subscnption for D shares launched on 1 October 2009, the following D shares of 50 pence nominal valus were
allotted at an issue pnce of 100 00 pence per share,

Opening

market price

Aggregate per share

nominal Net on allotment

Number of value of consideration date

shares shares receved (pence per

Date of allotment allotted £'000 £'000 share)

28 January 2010 561,425 281 531 95 00

25 February 2010 112,150 56 107 95 00

15 March 2010 408,425 204 387 95 00

23 March 2010 652,295 326 618 95 00

5 April 2010 2,792,235 1,396 2,641 9500

30 Apni 2010 323,525 162 301 95 00

21 June 2010 51,500 26 50 95 00
4,901,555 2,451 4,635
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17

18

12

Cancellation of the D share premium account

Shareholders approved the cancellation of the Company's O share premmium account by way of special resclution at a General Meeting
held on 28 October 2009 The share premium account amounting to £2 8 mflion was subsequently cancelled on 18 August 2010 by
order of the High Court and the Notice regarding the cancellation was registered at Companies House on 18 August 200 The
purpose of this cancellation 1s 10 increase the special reserve available for distnbution as dmdends, and which, amongst other
purposes, can be used for making market purchases of D shares

Basic and diluted net asset values per share

31 Dacember 2010 31 December 2009
Ordinary Ordinary
shares D shares shares D shares
{pence (pence {pence (pence
per share) per share] per shara) per share)
Basic and diuted net asset values per share 7540 93 00 7930 94 60

The basic and diluted net asset values per share at the year end are calculated in accordance with the Articles of Association ang are
based upon total shares i issue (less treasury shares) of 289,196,303 Ordinary shares (2009 29,669.431) and 6,335 155 D shares
{2009 1,433,600) as at 31 Decamber 2010

Analysis of changes in cash during the year

Year ended Year ended
31 December 2010 31 December 2008
Ordinary Ordinary

shares D shares Total shares D shares Total

£'000 £'000 £'000 £'000 £'000 £'000

Cpening cash balances 4,709 1,199 5,908 3,790 - 3780
Net cash flow (482) 3,086 2,604 919 1199 2,118
Closing cash balances 4,227 4,285 8,512 4,709 1,199 5908

Reconciliation of net return on ordinary activittes before taxatton to net cash flow from operating activities

Year ended Year ended
31 December 2010 31 Decamber 2009
Ordinary Ordinary
shares D shares Total shares O shares Total
£'000 £'000 £000 £'000 £'000 £'000

Revenue return on ordinary
actmities befors taxation 525 18 543 7590 1 791
Investment management fee charged
to capital (376) {81) {457) (406} n {407}
Racoverable VAT capitalised - - - 82 - 82
Movement n accrued amortised
loan stock interest (43) (1) {44) 22 - 22
Decrease/{increase) in debtors 26 ® 22 463 - 483
{Decrease)/increass In creditors (31) 48 17 100 - 100
Net cash flow from
operating activities 101 {20 81 1,051 - 1051
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20 Capital and financial iInstruments nsk management
The Company’s capiial compnses Ordinary shares and D shares as descnbed in note 15 The Company 1s permitted to buy back its
own sharas for cancellation or treasury purposes, and this is descrbed in mare detal on page 23 of the Directors’ report and enhanced
business review Detalls regarding the 1ssue of new shares under the Albion VCTs Linked Top Up Offer are shown in note 22

The Company's financal nstruments compnse equity and loan stock investments in unguoted companies equity i man market
quoted companies, floating rate notes, cash balances and short termn debtors and creditors which anse from its operations The main
purpesea of these financial Instruments 1s to generate cashflow and revenue and capital apprecitation for the Company’s operations The
Company has no geanng or other financia! habilties apart from short term creditors  The Company does not use any cervatves for the
management of its balance sheet

The prncipal nsks ansing from the Company's operations are

L Investment {or market) sk {which compnses investrnent price and cash flow interest rate rsk),
] credit nsk, and

L 4 Iquidity nsk

The Board regularty reviews and agrees policies for managing each of these nisks There have been no changes in the nature ¢f the
nsks that the Company has faced during the past year, and apart from where noted below, there have been no changes in the
objectives, policies or processes for managing nsks duang the past year The key nsks are summansed below

Investment nsk

As a venture capitaf trust it 1s the Company's specific nature to evaluate and control the investment nsk of its portfolo In quoted and
unquoted investments, detals of which are shown on pages 11 to 14 investment nsk 1s the exposure of the Company to the
revaluation and devaluation of mnvestments The main dnver of investment risk 1s the operational and financtal performance of the
investes company and the dynamics of market quoted comparators The Manager receves management accounts from investee
companies, and members of the investment management {eam often sit on the boards of unguoted investes comparues, this enables
the close identification monitonng and management of iInvestment risk

The Manager and the Board formally reviews investment nisk {which includes market price nsk}, both at the tme of imbial nvestrment
and at quarterly Board meetings

The Board monitors the pnces at which sales of investments are made to ensure that profiis to the Company are maximised, and that
valtations of nvestments retaned within the portfolio appear sufficenily prudent and realisiic compared to prices being achieved in the
market for sales of unguoted Investments

The maximum investment nsk as at the balance sheet date 1s the value of the fixed and current asset investrnent portfolo which, for
Ordinary shares 1s £17 853,000 (2009 £18,875,000) and for D shares £1,786 000 (2009 nil} Fixed and current asset investments form
81 per cent of the Ordinary shares’ and 30 per cent of the D shares net asset value as at 31 December 2010 (2009 80 per ceni
Ordinary shares, nd D shares)

More detals regarding the classification of fixed asset investments are shown i note 11

Investment price nsk

Investment price rnisk 1s the nisk that the farr value of future investment cash flows will fluctuate due to factors specific to an Investment
instrument or t@ a market in similar instruments  To mitigate the investment price nsk for the Company as a whole, the strategy of the
Company s to invest n a broad spread of industnes wath approximately two-thirds of the unquoted investments compnsing debt
securities, which owing to the structure of therr yield and the fact that they are usually secured, have a iower level of pnce volatiity than
equity Detals of tha industnes in which investments have been made are shown in the pie charis on page 8 of the Manager s report

Valuations are based on the most appropnate valuation methodology for an investment within its market with regard to the financial
health of the nvestment and the September 2009 IPEVCV Gudelnes The Durectors believe that, within these parameters there are
no reasonable possible alternatve methods of valuaton of the Investments as at 31 December 2010

As required under FRS 29 “Financial Instruments Disclosures”, the Beard 1s required to lustrate by way of a sensitvty analysis the
degres of exposure 1o market nsk The Board considers that the value of the fixed asset investrnent perifcho ts sensitive to a 10 per
cent change based on the current economic ckmate The wnpact of a 10 per cent change has been selected as this 1s considerad
reasonable gven the current level of volatiity observed both on a histoncal basis and future expectations

The sansitivity of a 10 per cent iIncrease or decrease in the valuation of the fixed asset investment portfolio (keeping aft other vanables
constant} would increasa or decrease the net asset valug and return for the year of Orcinary shares by £1,785,000 and £179,000 for
the D shares
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20 Capital and financia!l instruments nsk management {continued}
Cash flow interest rate nsk
It 1s the Company's policy 1o accept a degree of interest rate nsk on its financial assets through the effect of interest rate changes On
the basts of the Company's analysis, it 1s estimated that a nse or fall of 0 5 per cent n all LIBOR and base rates would have reduced
total return beforg tax for the year by approximately £22,000 for the Ordinary shares (2009 £35,000) and £24,000 for the D shares
{2009 nul)

The weighted average Interest rate applied to the Company’s fixed rate assets dunng the year was approximatety 4 5 per cent for the
Ordinary shares (2009 6 1 per cent } and 2 9 per cent for the D shares (2009 nil}

The wexghted average penod to matunty for the fixed rate assets 1s approximately 1 8 years (2009 2 8 years) for Ordinary shares and
4 7 years for D shares (2009 nil)

The Company's financial assets and labiites all denominated in pounds sterling, consist of the following

Ordinary shares
31 December 31 December
2010 2009
Non- Non-
Fixed Floating interest Fixed Floating Interest
rate rate bearnng Total rate rate beanng Total
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Unquoted equity - - 5,199 5,199 - - 4,753 4,753
Quoted equity - - 241 241 - - 1,270 1,270
Convertible and
discounted bonds 936 - - 936 - - - -
Unquoted loan
stock 11,366 111 - 11,477 12,566 285 - 12,852
Debtors - - 219 219 - - 170 170
Current labilities - - {279) (279) - - {228} {228}
Cash 3,703 524 - 4,227 4,420 289 - 4 703
16,005 635 5,380 22,020 16 986 575 5965 23526
D shares
31 December 31 December
2010 2009
Non- Non-
Fixed Floating interast Fixed Floating Interest
rate rate beanng Total rate rate beanng Total
£'000 £'000 £'000 £'000 £'000 £'000 £:000 £'000
Unguoted equity - - 530 530 - - - -
Convertible and
discounted bonds 44 - - a4 - - - -
Unguoted loan
stock 1,212 - - 1,212 - - - -
Debtors - - 18 18 - - 236 236
Current kabilities - - {191) {191) - - (78) (78)
Cash 4,050 235 - 4,285 - 1,195 - 1199
5,306 235 as? 5,898 - 1,199 158 1357
Credit nsk

Credit nsk is the nsk that the counterparty io a financsal instrument will fail to discharge an obligation or commitment that it has enterad
into with the Company The Company is exposed fo credit nsk through its debtors, investment in unguoted foan stock, and through
the holding of cash on deposit with banks

The Manager evatuates credit nsk on loan stock instruments prior to nvestment and as part of its ongoing Mmonitonng of investments
In dong thus, it takes into account the extent and quality of any secunty held Typcally loan stock instruments have a first fixed charge
or a fixed and floaung charge over the assets of the nvestee company in order to miigate the gross credit nsk The Manager receves
management accounts from investes companies and members of the investment management team often sit on the boards of
unquoted investee companies, this enables the close dentfication, monitonng and management of nvesiment specific credd nsk
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Capital and financial instruments nsk management {continued)

Credit nsk

Bank deposits are held with banks which have a Moody's credit rating of at least ‘A° The Company has an nformal policy of imiting
counterparty banking expasure to a maximum of 20 per cent of net assst value for any one counterparty

The Manager and the Board formally review credit nsk (including debtors) and other nsks both at the time of inttial iInvestment and at
quarterty Board meetings The Company's total gross credit nsk for Ordinary shares at 31 Decernber 2010 was Imited to £12,413,000
(2009 £12,852 000) of unguoted loan stock nstruments, £219,000 debtors (2009 £170 000) and £4 227,000 {2009 £4,709,000)
cash deposits with banks

The Company's total gross credit nsk for D shares at 31 December 2010 was Imited to £1,258.000 unquoted lcan stock instruments,
£18,000 debtors and £4,285,000 of cash on deposit with banks

The Ordinary shares’ cost, wnparment and carrying value of impaired loan stocks measured at amortised cost as at 31 December 2010
and 31 December 2009 are as follows

31 December 31 December
2010 2008
Canrying Carying
Cost Impairment value Cost Imparment value
Qrdinary shares £'000 £°000 £'000 £000 £ 000 £ 000
Impaired loan stock 7,133 2,262) 4,871 8,143 (2,742 5,522

Thera are no impaired loan stock instruments for D shares

Impaired loan stock instruments have a first fixed charge or a fixeg and floating charge over the assets of the nvestee company and
the Board deem the secunty value to be the carrng valus

As at the balance sheet date, the cash hekd by the Company 1s held with the Roval Bank of Scotland plc Loyds TSB Bank plc Scottish
Widows Bank plc and Standard Life Cash Sawings {part ¢f Barclays Bank pl¢) Crecdit nsk on c¢ash transactions 1s mitigated by
transacting with counterparties that are regulated entites subject o regulatory supervision, with Moody s credit ratings of at least ‘A’
or equivalent as assigned by international credit-rating agencies

Ligudity risk

Liquid assets are held as cash on current account, cash on deposit or short term money market account Under the terms of its
Articles, the Company has the abilty t0 borrow up to 10 per cant of its adjusted capital and reserves of tha latest publshed audited
balance sheet which amaounts to £2 791 000 (2000 £2,488,000) as at 31 December 2010

The Company had no committed borrowing faciities as at 31 December 2010 (2009 nil) and the Company had cash balances of
£8,512,000 (2008 £5,908 000) The main cash outflows are for new nvestments, buy-back of shares and dwvidend payments, which
are within the control of the Company The Manager formally reviews the cash requirements of the Company on a monthly basis, and
the Board on a quartery basis, as part of its review of managernent accounts and forecasts All of the Company's financial labilities
are short tenm in nature and total £470,000 (2008 £305,000)

The carrying value of Ordinary shares' loan stock investments at 31 December 2010 as analysed by expected matunty dates 1s as
follows

Fulty
performing Renegotiated Impaired Past due Total
Redemption date £'000 £'000 £000 £'000 £'000
Less than ona year - - 2,603 205 2,808
1-2 years 1,279 894 498 2,259 4,930
2.3 years 1,078 - 514 122 1,714
3-5 years 1,340 111 1,256 226 2,933
Greater than 5 years 28 - - - 28
3,725 1,005 4,871 2,812 12,413
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21

Capital and financial instruments risk management (continued)
The camyng value of Orcinary shares loan stock investments at 31 December 2009 as analysed by expected matunty dates 1s as
follows

Fully

performing Renegotiated impawed Total

Redemption date £'000 £00 £'000 £'000
Less than one year 114 34 a7 245
1-2 years 1,583 905 134 2622
2-3 years 429 48 3,895 4,472
3-5 years 2820 1,397 1,296 5513
4,946 2384 5,522 12 852

Al of the © shares’ loan stock investments at 31 December 2010 are fully performing and are expacted to mature over penods longer
than 4 years

Loan stock categornised as past due includes,

. loan stock valued at £309 000 velding 14 3 per cent which has ¢apital past due by 2 months,
. loan stock valued at £1,213 000 which has interest part due which 1s yelding 4 0 per cent ,
. loan stock valued at £737 000 which has intersst past due which 1S yielding 7 per cent ,

. loan stock valuad at £278,000 which has interest overdue by 10 months, the payment of which has been deferrad to December
2011,

. loan stock valued at £205,000 which has capital repayments overdue by six months which s yigiding 9 9 per cant ,
. loan stock valued at £70,000 which has interest overdue for In excess of 15 manths

Loan stock disclosed as renegotiated would otherwisa be disclosed as past due
In view of the factors identified above, the Board considers that the Company is subject to low liquiddy sk

Fair values of financial assets and financial habilities

Al of the Cormpany's financial assets and habiities as at 31 December 2010 ara stated at fair valus as deterrmined by the Directos,
with the exception of ioans and recevables included within investments, which are measured at amortised cost, in accordance with
FRS 26 The Dwectors believe that the current carrying value of loan stock 1s not matenally different ta the far value There are no
financial labilities other than creditors The Company s financial labilities are all non-intarest beanng [t1s the Directors’ opinion that the
bock value of the financial habilities 1s not matenally different from the far value and all are payable within one year

Contingencies and Comittments

The Company has the following financial commuttments in respect of investments
. Rostima Holdings Limited, £60,000,

. TEG Biogas (Perth) Limited, £208.000,

. The Street by Street Solar Programme Linuted, £418,000, and

. Nelson House Hospital Limited, £1,131,000
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22, Post balance sheet events
Since the year end, the Company has made the following investments
. Regenerco Renewabla Energy Lumited, £130,000,
. Avest Limited, £104,000,
. Xceleron Limited , £25,000,
. Masters Pharmaceuticals Limited, £148,000,
. Nelson House Hospital Limited, £23,000, and
. Prime Care Holdings Lwmited, £43,000
On 1 November 2010 the Company announced the launch of the Albion VCTs Linked Top Up Offer In aggregate, the Albion VCTs will
be aming fo raise approximately £13 3 milion across seven of the VCTs managed by Afbwon Ventures LLP of which Albion
Development VCT PLC's share will be approxamately £2 milion The maximum amount raised by each of the Albion VCTs will be the
lower of €2 5 million, and 10 per cent of its 1Issued share capital {over any one 12 month peniod and including any shares issued under

Bridend Reinvestment Schemes), being the amount that they may issue under the Prospectus Rules without the publication of a full
prospectus The number of new shares avaitable may change depending cn the £ € exchange rate at the date of allotment

The proceeds of the Offer will be used to provide further resources to the Albion VCTs at a tme when a number of attractive new
investment opportunities are being seen An Investor Guide and Cffer document have been sent to sharehoiders

The following Ordinary shares of nominal vaiue 50 pence per share were allotted under the Offer after the year end

Opening

market price

Aggregate per share

Issue nominal Net on allotment

price Number of vatue of consideration date

{pence per shares shares recerved {pence per

Date of allotment share) allotted £'000 £'000 share)
7 January 2011 801 816,370 408 604 64 00
22 March 2011 801 811,163 406 614 60 S0

23 Related party transactions

Tha Manager, Alion Ventures LLP, 15 considered to be a related party by weitue of the fact that the Manager is party to a Management
Agreement from the Company (detals disclosed on page 22 of this report) Ouning the year services of a total value of £609 000
(2009 £542 000) were purchased by the Company from Altvon Ventures LLP in respect of management fees At the financial year end,
the amount due to Albron Ventures LLP disclosed as trade ¢reditors was £160,000 (2009 £143 000}

Albion Ventures LLP acts as receming agent and a promoter for the Offer for Subscription of D shares Under the terms of the Offer
Albion Ventures was entitled to receive 5 5 per cent of funds raised under the Offer In exchange for underwnting the costs of the Offer
Dunng the year, Albion Vantures LLP charged £193,000 in respect of its servicas as recenving agent These sums have been offset
against amounts credited to the share premium account

Albion Ventures LLP holds 331 fractional entttemant shares of the Company as a result of the conversion of C shares to Ordinary
shares in March 2007 These shares will be sold for the benefit of the Company at a future date

Altion Ventures LLP alse holds 14,000 Ordinary shares as a result of the faiture of an cnginal subscnber to pay cleared funds on :nitial
subscription
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Alion Development VCT PLC (the “Company”) will be held
at the City of London Club, 19 Old Broad Street, London EC2N 108 on 11 May 2011 at 12 noon for the followang purposes

To consider and, of thought fit, to pass the following resolutions, of which numbers 1 to 8 will be proposed as ordinary
resolutions and numbers 8-11 as special resolutions

Ordinary Business

1

7

To receve and adopt the Company’s accounts for the year ended 31 December 2010 together with the report of the
Crrectors and Auditors

To approve the Directors’ remuneration report for the year ended 31 December 2010
To re-elect David Pinckney as a Director of the Company

To re-elect Jonathan Thornton as a Director of the Company

To re-elect Andrew Philhpps as a Director of the Company

To re-appoint PKF {UK) LLP as Auditors of the Company to hold office from conclusten of the meeting to the conclusion
of the next meeting at which the accounis are to be lad

To authonse the Directors to agree the Auditors’ remuneration

Special Business

8

That, the Directors be generally and unconditionally authonsed in accordance with section 551 of the Companies Act
2008 {the “Act”) to allct shares in the Company up to a maximum aggregate nominal amount of £1,621,999 for Ordinary
shares and £316,757 for D shares, such authonty shall expire at the conclusion of the next Annual General Meeting or
on 11 October 2012, whichever 1s earier, but so that the Company may, before the expiry of such period, make an offer
or agreement which would or might require shares to be allotted after the expiry of such penod and the Directors may
allot shares pursuant to such an offer or agreement as if the authonty had not expired

That, subject to and condiional on the passing of resolution number 8, the Directors be empowered, pursuant to section
570 of the Act, to allot equity secunties (within the meaning of section 560 of the Act) for cash pursuant to the authority
conferred by resolution number 8 as of section 561(1) of the Act did not apply to any such allotment, prowided that this
power shall be lirmited to the allotrment of equity securnties

(8 nconnection with an offer of such secunties by way of nghts 1ssue,
(b)  n connection with any Dividend Reinvestment Scheme introduced and operated by the Company,
(€ n connection with the Albion VCTs Linked Top Up Offer, and

(@) otherwise than pursuant to paragraphs (a), (b) and (c) above, up t0 an aggregate nominal amount of £1,621,999
for Ordinary shares and £316,757 for D shares

and shall expire at the conclusion of the next Annual General Meeting or 11 October 2012, whichever 1S earlier, save that
the Company may, before such expiry, make an offer or agreement which would or might require equity secunties to be
allotted after such expiry and the Directors may allot equity secunties In pursuance of any such offer or agreement as if
the power had not exprred

In this resoiution, “nghts 1Issue” means an offer of equity secunties open for acceptance for a penod fixed by the Cirectors
to holders on the register on a fixed record date in proportion as nearty as may be o thewr respective holdings, but subject
to such exclusions or other arrangements as the Directors may deem necessary or expedient to deal with any fractional
entitierments or legal or practical difficulties under the laws of, or the requirements of any recognised regulatory body or
any stock exchange in any temtory

This power applies in relation to a sale of shares which s an allotment of equity secunties by wrtue of section S60{2)(b) of
the Act as Ifin the first paragraph of the resolution the words “pursuant to the authonty conferred by resolution number 8”
were omitted
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10 That, the Company be generally and uncondittonally authonsed to make market purchases (within the meaning of Section
B93(4) of the Act) of Ordinary shares and D shares of 50 pence each in the capital of the Company, on such terms as the
Directors think fit, and where such shares are held as treasury shares, the Company may use them for the purposes set
out In section 727 of the Act, provided that

11

(@

(b)
{c)

()

the maxarmum number of shares hereby authonsed to be purchased 1s 4,862,755 QOrdinary shares and 949,638 D
shares, equal to 14 99 per cent of the shares in issue,

the minimum price, exclusive of any expenses, which may be pad for an Ordinary share or a D share 1s 50 pence,

the maximum price, exclusive of any expenses, which may be paid for each Ordinary or D share ts an amount egual
to the higher of () 105 per cent of the average of the middle market quotations for an Qrdinary or D share, as
denved from the London Stock Exchange Daily Official List, for the five business days immediately preceding the
day on which the Ordinary or D share 1s purchased, and (b} the amount stipulated by Article 5(1) of the Buy-back
and Stabilsation Regulation 2003,

the authonity hereby conferred shall, unless previcusly revoked or vaned, expire at the end of the next Annual
General Meeting, or 11 October 2012, whichever 1s earlier, and

the Company may make a contract or contracts to purchase Ordinary or D shares under this authonty before the
expiry of the authonty which will or may be executed whelly or partly after the expiry of the authonty, and may make
a purchase of shares in pursuance of any such contract or coniracts

Under the Companies (Acquisition of OQwn Shares) {Treasury Shares) Regulations 2003 {the “Regulations”), Ordinary and
D shares purchased by the Company out of distnbutable profits can be held as treasury shares, which may then be
cancelled or sold for cash The authonty sought by this special resolution number 10 1s intended to apply equally to shares
to be held by the Company as treasury shares in accordance with the Regulations

That the Directors be empowered to sell treasury shares at the higher of the prevaling current share pnce and the price
bought in at

)

ORDER OF THE BOARD

wlsn

Albion Ventures LLP
Company Secretary
Registered Office

1 King's Arms Yard,
London EC2R 7AF

5 Apnl 2011

Registered n Engtand and Wales wath number 3654040
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Notes

Members entitled to attend, speak and vote at the Annual General Meeting (*AGM"} may appoint a proxy or proxies (who need not be
a member of the Company} to exercisa these nghts in ther place at the meeting A member may appoint more than ane proxy, provided
that each proxy 5 appointed to exercise the nghis attached to different shares Proxies may only be appointed by completing and
returning the Form of Proxy enclosed with this Notice to Capita Registrars PXS 34 Beckenham Road, Beckenham, BR3 47U

Return of the Form of Proxy will not preclude a member from attending the mesting and voting 0 person A member may not usa any
electronic address provided n the Notice of this meeting to communicate with the Company for any purposes other than those expressly
stated

To be effective the Form of Proxy must ba completed in accordance with the instructions and recewved by the Registrars of the Company
by 12 noon on 9 May 2011

In accordance with good governance practice, the Comparny 1s offenng sharehelders use of an entine service, offered by the Company’s
regisirar, Capita Registrars, at www capitashareportal com Shareholders can use this senice 1o vote or appeint a proxy online The
same voung deadline of 12 noon on @ May 2011 applies as f you were using your Personalised Voung Form to vote or appoint a proxy
by post to vote for you Shareholders will need to use the urique personal identification Investor Code that 1s printed in their Form of
Proxy Shareholders should not show this information to anyone unfess they wish to give proxy instructions on their behalf

Any person to whom this Notice 1s sent who 15 a parson nomnated under section 146 of the Companies Act 2006 ('the Act’) to enjoy
information nghts {a “Nominated Person™ may under an agresment between him or her and the member by whom he or she was
nominated, have a nght to be appointed {or to have someone slse appointed) as a proxy for the AGM If a Nominated Person has no
such proxy appointment nght or does not wish to exercise it, he or she may, under any such agreement, have a right {o give Instructions
to the member as to the exercise of voting nghts  The statermneant of nghts of members n relation to the appointment of proxies N note
1 above does not apply to Nominated Persons The nghts descnbed in that nota can only be exercised by members of the Company

To be entitled to attend and vote at the AGM (and for the purpose of tha determination by the Company of the votes they may cast)
members must be registered in the register of members of the Company at 12 noon on 9 May 2011 (or, in the avent of any adjournment
on the date whuch 1s two days before the time of the adiourned meetingl Changes to the register of mambers after the relevant deadine
shall be disregarded in determining the rights of any persen 1o attend and vote at the meeting

Any corporation which 1S a member can appoint ona or more corporate representatives who may exercise on its behalfl all of its powers
as a member provided that they do not do so In relation to the same shares

Copies of contracts of service and letters of appointment betwesn the Directors and the Company will be available for nspection at the
Registered Office of the Company during normal business hours from the date of this Notice until the conclusion of the meeting, and at
the place of the mesting ior at least 15 minutes pnor to the meeting until its conclusion In addition, a copy of the articles of association
will be avallable for Inspection at the Company's registered office from the date of this Notice until the conclusion of the meeting, and at
the place of the meeting for at feast 15 minutes pnor to the meeting until its conclusion

Under section 527 of the Act, members meeting the threshold requirements set out in that section have the nght to require the Company
to publish on a website a statement setting out any matter relating to (i} the audit of tha Company's accounts {including the auditor's
report and the conduct of the audit) that are to be laid before the AGM, or {1} any crcumstances connected with an auditor of the
Company ceasing to hold office since the previous meeting at which the annuat accounis and reports were lad n accordance with
section 437 of the Act The Company may not require the members requesting any such website publication to pay its expensas in
comphying wath sections 527 or 528 of the Act Where the Company 1s required {0 place a statement on a website under section 527 of
the Act it must forward the statement io the Companys auditor not later than the tme when it makes the statement avalable on the
website The business which may be dealt with at the AGM includes any statement that the Company has been required under section
527 of the Act to publish on a website

A copy of this Notica, and other information regarding the meeting, as required by section 311A of the Act, 15 avalable from www albion-
ventures co uk, Our Funds, Alpion Development VCT PLC

Any member attending the mesting has the nght to ask questions The Company must cause to be answered any such question relating
to the business beng dealt with at the meeting but no such answer need be given  (a) o do 50 would interfere unduly with the
preparation for the meeting or involve the disclosure of confidential information (b) the answer has already been gven on a website In
the form of an answer to a question, or {c) 1t 15 undesirabla n the nterests of the Company or the good order of the meeting that the
question be answered

As at 31 March 2011 (being the latest practicable date pnor to the publication of this Notice), the Company's issued share capiial
consists of 34,067,532 Ordinary shares and 6,335,155 D shares  The Company holds 3,243,696 Ordinary shares in treasury Therefore,
the total voting nghts in the Company as at 31 March 2011 are 37,158,991

62 Albtion Development VCT PLC Penvan Finane:al Pt 221020



