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Company information
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Shareholder enquines

Financial advisor enquiries

2 Albion Development vCT PLG

For help relating to dwvidend payments, shareholdings and share certfficates
please contact Computershare Investor Services PLC

Tel 0870 873 5853 (UK national rate calt,

ines are open 8 30am - 5 30pm, Mon — Fn, calis may be recorded)
Website www investorcentre co uk

Shareholders can access hoidings and valuation information regarding any of thewr
shares held by Computershare by registenng on Computershare's website

For enquines refating to the performance of the Fund and information for financral
adwvisors please contact Albion Ventures LLP

Tel 0207 601 1850 {ines are open 200am - 530pm, Mon - Fn,
calls may be recorded)

Emal info@albion-ventures co uk

Website www albion-ventures co uk

Please note that these contacts are unable to provide financial or taxation
adwice,



Investment objectives

Albion Development VCT PLC (the “Company™) 1s a venture capital trust which raised a total of £33 3 mifhon through an 1ssug
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 and £3 5 milhion was raised for the Crdinary
shares through the Albyon VCTs Top Up Offers in 2011 and 2012 The funds raised will be invested n accordance with the
Company's existing investment policy

The Company's investment policy ts mtended to provide investors with a regular and predictable source of dvidend Income
combined with the prospects of long term capital growth This 1s achieved by establishing a diversified portfolio of holdings 1n
smaller, unguoted companies whilst at the same tirme selecting and structunng iInvestments in such a way as to reduce the
nsks normally associated with mvestment 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 services, and medical technology

® This 15 balanced by investment in lower nsk, often asset-backed nvestments that provide a strong Income stream
combined with a protection of capital These include freehold-based businesses in the leisure sector, such as pubs and
heaith clubs, as well as stable and profitabte businesses i other sectors including business services and healthcare
Such investments will constitute the majorty of investrments by cost

®  Inneither category do investee companies normally have any external borrowings with a pnor charge ranking ahead of
the VCT

® Up to two-thirds of qualifying mnvestments by cost compnse loan stock secured with a first charge on the mnvestee
company's assets

Financial calendar

Record date for first dvdend 3 May 2013
Payment of first dvidend 31 May 2013
Annual General Mesting 11am 6 June 2013
Announcement of half-yearty resulits for the six months ending 30 June 2013 August 2013
Payment of second dvidend subiect to Board approval 30 September 2013
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Financial highlights

Ordinary shares

141.75p

5.00p
2.50p

74.00p
6.0%

D shares

104.90p
3.50p
2.50p
97.90p
17.9%

Net asset value plus dividends per Qrdinary share from launch to
31 December 2012

Total tax free dividends per Ordinary share paid in the year to 31 December 2012

First tax free dvidend per Qrdinary share declared for the year to
31 December 2013

Net asset value per Ordinary share as at 31 Decermnber 2012

Annualised return per Ordinary share since launch including tax rehef

Net asset value plus dividends per D share from launch to 31 December 2012
Total tax free dwvidends per D share paid in the year to 31 December 2012
First tax free dvidend per D share declared for the year to 31 December 2013

Net asset value per D share as at 31 December 2012

Annualised return per D share since launch including tax relief
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FinanCial high"ghts {continued)

Ordinary shares

31 December 2012 31 December 2011
pence per share pence per share

D shares

31 December 2012
pence per share

31 December 2011
pence per share

14175

13425

Drndends pad 500 500 3.50 250
Revenue return 150 140 1.80 160
Capital gain 200 330 6.50 090
Net asset value 74 00 7550 97.90 93 00
Total shareholder net asset value return to 31 December 2012,
Ordinary shares C shares D shares
31 December 2012 31 December 2012 31 December 2012
pence per share® pence per share® pence per share®
Total dvidends paid duning the year ended
31 December 19990 100 - -
31 December 2000 290 - -
31 December 2001 385 - -
31 December 2002 420 - -
31 December 2003 450 075 -
31 December 2004 400 200 -
31 December 2005 520 590 -
31 December 2006 3.00 450 -
31 December 2007# 500 5.36 -
31 December 2008 12.00 1286 -
31 December 2009 400 429 -
31 December 2010 800 858 1.00
31 December 2011 5.00 53 250
31 December 2012 500 536 3.50
Total dividends paid to 31 December 2012 67 75 54 96 7.00
Met asset value as at 31 December 2012 74.00 7929 97.90
Total sharehoider net asset value return to
31 December 2012

104.90

In addition to the dvidends pad above, the Board has declared a first dividend for the year ending 31 December 2013, of
2 50 pence per Ordinary share and 2 50 pence per D share payable on 31 May 2013 to shareholders on the register at

3 May 2013

Notes

) Assurning subscnption for Ordinary shares by the First Closing on 26 January 1939

i Excludes tax benefits upon subscription

(i} Those subscribing for C shares after 30 June 2003 were not entitled to the mtenm dvidend
vy The C shares were converted into Ordinary shares on 31 March 2007, with a conversion of 1 0715 Ordinary shares for each C share
The net asset value per share and alf dvidends paid subsequent to the conversion of the C shares to the Ordinary shares are multiphed
by the conversion factor of 1 0715 in respect of the C shares return, in order o give an accurate picture of the shareholder value since

faunch relating to the C shares

A
i

\on D

wvelnnment VCT PLC &




Chairman’s statement

Introduction

The results for Albion Development VCT PLC for the year to
31 December 2012, showed a total return of 3 5 pence per
Ordinary share and 8 4 pence per D share The return 1s
shghtly lower for the Crdinary shares compared with the
previous year, though there was a pleasing increase in income
The particularly strong performance of the D shares reflects
an uplift in vatuation of the asset-based businesses in which
we have Invested in recent years

Investment performance and progress

The Ordinary shares investment return benefitted from the sale
of our five cinema investments which realised a total return of
23 times cost In addition, there were further improved
performances from Process Systems Enterprise, Mirada
Medical, Lowcostiravel, Dysis Medical and a further uplift in
the third party professional valuation of Radnor House School

Our investment in Nelson House Hospital was sold
subsequent to the year end, the total return on this investment
{whose proceeds are largely reflected in the year end valuation)
amounted to 1 4 times cost, and an annualised return of over
20 per cent perannum Aganst this, there were disappointing
reductions in the value of Helveta, which required further
finance, and Prnme Care Holdings

Dunng the year, £3 2 millon was invested in the Ordinary share
portfolo of which £1 7 millon went to build up further the
portfolio of renewable energy mvestments Just over £784,000
was invested in the D share portfolio

Between them, businesses in the Albion VCTs portfolio of
Investments employ over 3,900 people These companies
export more than £110 millicn of goods and spend in excess
of £8 milion on research and development annually

Risks and uncertainties

The outlook for the UK and the global economies continues
to be the key nsk affecting your Company, neither of which
are showing matenal growth The task of the Manager is to
allocate resources to those sectors and opportunities where
growth can continue, desprte the broader difficult economic
chimate Importantly, however, investment nsk 1s mitigated
through a vanety of processes including our policy of ensuring
that the VCT has a first charge over portfolio companies’
assets wherever possible

A detaled analysis of the other nsks and uncertainties facing the
business is set out on pages 19 and 20 in the Directors’ report

Discount management and share buy-backs

It remans the Board’s policy to buy-back shares in the market,
subject to the overall constraint that such purchases are in the
Company's interest, mcluding the maintenance of sufficient
resources for investment In new and existing portfolio
companies and the contnued payment of dwvidends to
shareholders It 1s the Board's intention for such buy-backs to
be in the region of 5 per cent discount to net asset value, so
far as market conditions and hquicity permit
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Dunng the year, the Company cancelled 39,396 Ordinary
shares from treasury and purchased 765,436 Ordinary shares
for cancellation at a cost of £489,000

Transactions wrth Manager
Details of transactions that took place with the Manager dunng
the year can be found in note 5

Results and dividends

As at 31 December 2012, the net asset value was 74 0 pence
per Ordinary share and 97 9 pence per D share The revenug
return before taxation was £613,000 for the Ordinary shares
and £164,000 for the D shares compared to previous year’'s
returns of £539,000 for the Ordinary shares and £130,000 for
the D shares

The Company will pay a first dwdend for the financial year to
31 December 2013 of 2 50 pence per Ordinary share and
2 50 pence per D share on 31 May 2013 to shareholders on
the register on 3 May 2013

Albion VCTs Top Up Offers 2012/13

0On 19 October 2012, the Company announced tha launch of
the Albwon VCTs Top Up Offers 2012/13 In aggregate, the
Albion VCTs will be aiming to raise approximately £15 mullion
across six of the VCTs managed by Albion Ventures LLP, of
which Albion Development VCT PLC’s share will be
approximately £2 5 mdion This builds on the success of the
previous two Albion VCTs Top Up Offers, which raised £22
millon, of which Albion Development VCT's share was
£3 2 milhon

The proceeds of the Offer will be used to prowide further
resources to the VCT at a tme when a number of attractive
new Investment opportunitigs are being seen An [nvestor
Guide and Offer document have been sent to shareholders
and can be obtaned from www albion-ventures co uk

Board change

David Pinckney, who has been a Dwector since the VCT's
launch, has given notice that he will be retinng from the Board
at the AGM in June, and on behalf of all shareholders | would
ke to thank him for his many years of wise counsel The
process for recruiting a replacement has begun

Outlook and prospects

Despite the difficult outlook for the UK and global economies,
a number of our portfolio companies have real prospects for
sustained growth and strong value creation Meanwhile, we
continue to rebalance our Investment portfolio to provide more
emphasis on areas that we see as being more resilient, in
particular renewable energy, which in due course will account




Manager’s report

The sector analysis of Albion Development VCT PLC's Ordinary
share and D share wnvestment portfollos as at
31 December 2012 are shown below

As at 31 December 2012, the heatthcare element {prior to the
sale of Nelson House Hospital} accounted for 15 per cent of
Ordinary shares fixed asset nvestment portfolio (2011 14 per
cent ), while the renewable energy portion I1s now 12 per cent |,
up from 7 per cent at the previous year end For the D shares,
healthcare 15 now 26 per cent (2011 15 per cent) and
renewable energy 15 25 per cent of the portfolio (2011 27 per
cent ) Asset-backed investments account for 56 per cent and
growth investments account for 44 per cent of the Ordinary
share fixed asset nvestment portfolic by valuation (excluding
cash and hquid assets) Asset-backed investments account for
82 per cent and growth investments account for 18 per cent

of the D share fixed asset nvestment portfolio by valuation
{excluding cash and lquid assets)

Ordmnary share mvestment portfolio by sector

D share investment portfolio by sector

Portfolic review

Amongst the higher growth and technology investments,
Lowcosttravet showed particular growth, despite the difficult
retall environment, as purchasers of holidays moved
increasingty online Process Systems Enterpnse also showed
strong growth and now counts five of the six global ol majors
amongst ts clents Opta Sports Data has become the
European leader In sports performance data while both Mirada
Medical, Dysis Medical and Masters showed the potential for
strong further growth and uplfts n value

The key reductions in value within the portfolio were, agan,
our investments in Helveta, Consolidated and Prnime Care
Helveta and Consoldated face difficult market conditions,
while growth in Pnme Care has been affected by cuts in local
authomty spending

In our asset-backed portfolio, our five cinemas were sold at a
profit, ncluding income recewved, of 2 3 times the onginal cost
of £1 & milion Meanwhile, the second year of operation of
Radnor House School continued the strong progress of the
first year The school now has 240 pupils, 1s profitable, and
growth has been sufficient to justfy a further increase in the
professional valuation

Our renewable energy projects meanwhile are producing
electncity according to plan and are becoming a strongly
cash-generative part of the portfolo Cur mvestment in Nelson
House Hospitai was also sold subsequent 1o the year end,
realsing a total return of 1 4 tmes cost and an annuahsed
return of over 20 per cent per annum

New investments

During the year £1 7 milion was nvested in renewable energy
projects, ultmately this sector will amount to up to 20 per
cent of the combined Ordinary and D share portfole Qur
investments in this sector now cover the four technologies of
solar, wind, biogas and hydro A total of £194,000 was
invested in AMS Life Sciences in order to complete its
restructuring, and to support further growth in Bravo |,
Process Systems Enterprise, Dysis and Mi-Pay An initial
£106,000 and £37,000 was nvested for the Crdinary and D
share portfolios In Proveca, a developer of paediatnic drugs

oAan

Albion Ventures LLP
Manager
4 Apnl 2013
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The Board of Directors

The followang are the Directors of the Company, all of whom
operate In a non-executive capacity

Geoffrey Vero {Chairman), FCA (appointed 2 July 2007),
has spent much of his career in venture capital, sering as a
director of Causeway Capital Limited and ABN Amro Private
Equity (UK} Limited which invested in small and medium sized
unquoted businesses He Is a non-executive director of Numis
Corporation Pic, and non-executive Charrman of EPE Special
Oppaortunities Plc

Dawvid Pinckney {Chairman of the Audit Committee},
FCA, MA (appointed 8 December 1898), was with Peat
Marwick Mitchell & Co {now KPMG) In London from 1963 to
1968, and from 1968 to 1983 In France He became a partner
in 1975 and senior audit partner in 1878 He was then
managing director of Wnghtson Wood Financial Services
bimited, where his work involved the provision of advice to
comparies seeking venture capral In 1987 he joined
Thornton Management Limited, an internatonal 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 vice chaiman
of AXA Investment Managers, the investment management
arm of the AXA Group until he retired in December 2003 He
1s chairman of Ventus VCT PLC

8 Awon Development VCT PLC

Jonathan Thornton, MA, MBA, FCA (appointed
8 December 1998), has extensive expenence in the
management of unquoted Investments He was a director of
Close Brothers Group plc from 1984 to 1998 and was
responsible for establishing Close Brothers Private Equity LLP,
the private equity fund management arm of Close Brothers
Group plc Prior to this he worked for 31 plc and Cinven Over
the past 25 years he has been a non-executive director of a
number of smaller unquoted comparnies which have raised
institutional caprtal and he 1s a member of the Albion Ventures
LLP investment commiitee

Andrew Philipps, PhD, MBA (appointed 30 October
2007), co-founded Active Hotels, an online hotels reservation
business m 1999 As chief executive, he grew the business to
become a European market leader, before seling it to Priceline
Inc for US$161 mithon in 2004 He was retamed to run
Prcehine’s international operations untl 2008 He subsequently
bought nto, and was chairman of the online restaurant
booking company, Toptable, which was successfully sold to
Opentable In Q4 2010 for US$S5 milion He 1s currentty an
investor and director of a number of private companies,
ncluding 120 Water and Reevoo com He also lectures in
entrepreneurship at INSEAD and London Business Schoal

All Directors are members of the Audit Committee and
David Pinckney 1s Charrman

All Directors are members of the Nomination Committee and
Geoffrey Verc 1s Chaiman

All Directors are members of the Remuneration Committee
which was set up after the year end Jonathan Thornton 1s

Chairman

Jonathan Thornton i1s the Senior Independent Director




The Manager

Albion Ventures LLP, s authonsed and regulated by the Financial
Conduct Authonty and 1s the Manager of Albion Development VCT
PLC In additron to Albion Development VCT PLC, t manages a further
s ventura capitat trusts, and has currently total funds under
management of approximately £230 mililon Albion was awarded
Investor of the Year at the Independent Healthcare Awards 2011

The following are speciically responsible for the management and
administration of the Venture Capital Trusts managed by Albion
Ventures LLP, mcluding Albion Development VCT PLC

Patrick Reeve, MA, ACA, qualfied as a chariered accountant with
PwC befare joining Cazenove & Co where he spent three years in the
corporate finance department He joined Close Brothers Group pic in
1988, working in both the development capital and corporate finance
dnasions before founding the venture capital dmsion in 1996 He led
the buy-out of this business from Close Brothers in 2009, and
re-named it Albicn Ventures LLP He 1s the managing partner of Albion
Ventures LLP and 1s director of Albion Technology & General VCT PLG,
Albion Income & Growth VCT PLC and Albion Enterpnse VCT PLC, alt
managed by Albion Ventures LLP He read modern languages at
Oxford University He 1s a Member of Council of the BVCA and 1s a
member of the Audt Committee of the University College London He
15 also a drector of UCL Business, the unwersty technology
transfer arm

Will Fraser-Allen, BA {Hons), FCA, qualfied as a chartered
accauntant with Cooper Lancaster Brewers In 1996 and then joned
their corporate finance team provtding corporate finance adwice to
small and medium szed businesses He joined Albion Ventures LLP in
2001 since when he has focused on lesure and heafthcare investing
Will became deputy managing partner of Albion Ventures LLP in 2009
Will has a BA in history from Southampton University

Isabel Dotan, BSc (Hons), ACA, MBA, gualfied as a chartered
accountant with Mocre Stephens From 1993 to 1997 she was head
of recovenes at the Specialised Lending Services of the Ruyal Bank of
Scotland plc and from 1997 to 2001 she was at 31 plc, latterty as a
portfolio dirsctor  She joined Albion Ventures LILP in 2005, having
previously been finance director for 2 number of unquoted comparves
Isabel became operations partner at Albion Ventures LLP in 2009 She
has a BSc in Biochemistry with Pharmacology from Southampton
Unwversity and an MBA from London Business School

Dr Andrew Elder, MA, FRCS, joined Albion Ventures LLP in 2005
and became a partner in 2009 He intially practiced as a surgeon for
six years, speciaising In nedrosurgery, before jiming the Boston
Consutting Group (BCG) as a consultant in 2001 Whist at BCG he
specialised in healthcare strategy, gaimng expenence with many large,
global clents across the full spectrum of healthcare including
biotechnology, pharmaceuticals, service and care providers, software
and telecommunications He has an MA plus Bachelors of Medicine
and Surgery from Cambndge University and 1s a Fellow of the Royal
College of Surgeons (England)

Emil Gagov, BA {Hons), FCA, graduated from the European Business
School, London, with a BA {Hons) Degree in European Business
Administration in 1894 He then oined KPMG In therr financial services
dwision and qualified as a chartered accountant n 1997 Following this
he transferred to KPMG Corporate Finance whera he specialised in
the leisure, media and marketing services sectors acting on
acquisitions, disposals and fundraising mandates He jomed Albion
Ventures LLP 1 2000 and has since made and exited investments in
a number of Industry sectors, including healthcare, education,
technology, leisure and engineanng Emil became a partner in Albion
Ventures LLP i 2009

David Gudgin, BSe (Hons), ACMA, gualified as a management
accountant with ICL before spending 3 years at the BBC In 1899 he
joined 31 plc as an investor in Eurcpean technology based in Lendon
and Amsterdam In 2002 he moved to Foursome Investments {now
Frog Capital} as the lead investor of emvironmental technology and at
a later stage development capital fund Dawd joined Albion Ventures
LLP in 2005 and became a partner in 2009 Dawd has a BSc in
Economics from Warwick University

Ed Lascelles, BA {(Hons), joined Albion Ventures LLP in 2004 Ed
began by adwvising quoted UK companies on IPOs, takeovers and
other comorate transactions, first with Charterhouse Secunties and
then ING Banngs Companies ranged in value from £10 million to
£1 bilion, across the healthcare and technology sectors among others
After moving to Albion Ventures LLP in 2004, Ed started investing in
the technology. healthcare, financial and business services sectors Ed
became partner n 2009 and s responsible for a number of Albion's
technology investments He graduated from University Coliege London
with a first class degree in Philosophy

Dr Chnstoph Ruedig, MA, MBA, joned Albion Ventures LLP as an
nvestment manager 1n October 2011 He inmally practiced as a
radiologist before spending 3 years at Ban & Company In 2006 he
Joined 31 ple working for ther healthcare venture capital arm leading
Investments N biotechnology, phammaceuticals and  medical
technology Most recently he has worked for General Electng UK,
where he was responsibile for mergers and acquisitions in the medical
technology and healthcare IT sectors He holds a degree in medicing
from Ludwig-Maximiians University, Munmich and an MBA from
INSEAD

Henry Stanford, MA, ACA, qualfied as a chartered accountant with
Arthur Andersen before joining the corporate finance department of
Close Brothers Group in 1992, becoming an assistant dwector in 1996
He moved to Albion Ventures LLP in 1§98 Henry became a partner in
Albron Venturss LLP in 2009 He holds an MA degree in Classics from
Oxford University

Robert Whitby-Smith, BA (Hons), FCA. Alter graduating in History
at Reading University, Robert qualified as a chartered accountant with
KPMG and subsequentty worked in corporate finance at Credt Suisse
First Beston and ING Banngs Since joming tn 2005, Robert has
assisted In the workout of three VCT portfolios (Murray VCT PLC,
Murray VCT 2 PLC and Murray VCT 3 PLC now renamed Crown Place
VCT PLC) formerly managed by Aberdeen Murray Johnstone, and i1s
responsible for investments in the leisure, manufactunng and
technology sectors Robert became a partner in Albion Ventures LLP
in 2009

Marco Yu, MPhil, MA, MRICS, spent two and a half years at
Bouygues (UK}, developing cost management systemns for PFI
schemes, before moving to EC Hams in 2005 where he advised senior
lenders on large capital projects He joned Albion Ventures LLP in
2007 and became an investment manager in Albion Ventures LLP in
2009 Marco graduated from Cambndge University with a first class
degree in economics and 15 a Chartered Survayor
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Portfolio of investments

Ordinary shares

The followng 1s a summary of fixed asset nvestments as at 31 December 2012

Ag at 31 December 2012

As at 31 December 2011

% voting Change
nghts of Cumulative Cumulatrve in value
% AVL* movernent movement for the
votng | managed Cost n value Value Cost in value Value year™

Portfollo company nghts | companies £000 £'000 £'000 €000 £'000 £'000 £'000
Asset-backed investments
The Weybndge Club Limited 94 500| 1,520 {273) | 1,247 1,520 (252)] 1,268 21)
Radnor House School (Holdings)

Limited 42 500 734 316 | 1,050 734 205 | 939 111
The Street by Street Solar

Programme Limited B6 500 862 3 865 362 4| 366 (1)
Albion Investment Properties Limited 48 4 1000 929 {179)| 750 229 (@7)| 832 {82)
Kensington Health Clubs Limted 49 500 1,124 416)| 708| 1,124 (383)| 771 {63)
Alto Prodotto Wind Limited 78 500 705 - 705 157 2| 159 (2)
Bravo Inns Il bimited 48 500 690 (4| 686 560 (24)) 536 20
Regenerco Renewable Energy Limied 64 500 612 - 612 417 2| 419 2
Taunton Hospital Limited 91 500 576 {49)| 527 576 2| 578 {51)
Tower Bndge Health Clubs Limited 79 500 363 147 510 462 g5 567 52
The Q Garden Company Limited 166 500f 1,198 (753)| 445( 1,198 (707)) 491 {46)
The Charnwood Pub Company Limited 33 500( 1,008 (603)| 405! 1,156 (667)| 489 1
Nelson House Hosprtal Limited 30 500 292 80 372 136 1 137 79
AVESI Limited BO 500 248 - 248 28 - 28 -
TEG Biogas (Perth) Limited 30 500 182 13 195 182 5| 187 8
Bravo Inns bimited 26 500 230 (85) 145 230 (88)| 142 3
Greenenerco Limited 40 500 140 - 140 - - - -
Premier Leisure (Suffoil) Limrited 65 500 480 {376) 104 480 {370} 110 (6)
Dragon Hydro Limited 55 300 78 - 78 - - - -
The Dunedin Pub Company

VCT Limited 62 500 62 (3) 59 67 2 65 {1)
GB Pub Company VCT Limited g1 500 168 (154) 14 369 (288) 81 4)
Evolutions Group Limited 67 1000 77 {66) 11 581 (446)| 135 (1]
Orchard Portman Hospital Lirnited n/am 500 9 - 9 - - - -
Total asset-backed investments 12,287 (2,402)| 9,885| 11,268 | (2,978)|8,290 (12)

" Albion Ventures LLP

" as adusted for addwons and disposals during the year

** loan stock investment only
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Portfolio of investments (contnueq)

Ordinary shares {(continued)

As at 31 Decomber 2012 As at 31 December 2011
% voting Change
nghts of Gumulative Cumutative In value
% AVL* movement movement for the
voting | managed Cost n value Value Cost m value Yalue year™
Porttohio company nghts | companies 000 000 £'000 £000 £000 £000 000
Growth investments
Blackbay Limrted 74 349 819 326 | 1,145 819 2441 1,063 82
Lowcosttraveigroup Limited 40 260 435 619 | 1,054 435 160 535 459
Peakdale Molecular Lirnited 89 149 908 12 920 9386 7 943 5
Mirada Medical Limited BO 500 240 338 578 240 215 455 123
Hilson Moran Holdings Limited 75 500 533 - 533 600 1 601 (1)
Mi-Pay Limited 50 4G9 677 (200)| 477 822 (200)f 422 -
Consolidated PR Limited 217 434 623 (199)| 424 603 92 511 (107)
Helveta Limited 41 334 681 371)| 310 645 (261)| 384 (110}
DySIS Medical Limuted 27 180 428 {(76)| 3b62 423 (190)} 233 114
Prime Care Holdings Limited 94 499 589 (302) 257 5548 (76)| 483 (226)
Opta Sports Data bimited 13 14 2 165 91 256 165 3 168 88
Rostima Holdings Limited 48 396 163 93 256 118 120 238 27
Process Systems Enterpnse Limited 11 181 118 126 244 95 32 127 101
AMS Sciences Limited 42 496 194 17 211 96 - a6 17
Masters Pharmaceuticals Limited 10 169 202 3 205 202 42 160 45
memsstar Limited 18 281 124 21 145 124 - 124 21
Proveca Limited 29 162 106 1 107 - - - 1
Oxsensis Limited 14 2086 213 {117) 96 192 (83) 109 {(34)
Chichester Holdings Limited 106 500 700 {609) 91 700 {564) 136 {45)
Abcodia Limited 17 214 60 - 60 80 - 80 -
Total growth investments 7,948 (227)| 7,721 | 7.634 (726)| 6,908 506
Total fixed asset investments 20,235 (2,629)[17,606)18,902 | (3,704)(15,198 494
As at 31 Dacember 2012 As at 31 December 2011
Change
Cumulative Cumulative i value
movement movement for the
Cost i value Yalue Cost in value Valua year
£'000¢ £'000 £:000 £:000 £000 £'000 £'000
Gurrant asset investments
Dexela Limited - 30 30 137 - 137 30
Total change on value on investments for the year 524
Realised gain in current year 352
Movement in loan stock accrued interest (net of disposals) 45
Total gains on investments as per Income statement 921

*  Albion Ventures LLP
** as adjusted for additions and disposals dunng the year
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Portfolio of investments (contnueg

Ordinary shares (continued)

The comparative cost and valuations for 31 December 2011 do not agree to the Annual Report and Financia!l Statements for
the year ended 31 December 2011 as the above list does not include brought forward investments that were fully disposed of
in the year

Opening Total | Gamn/{loss)

carmng Disposal realised [on opening

Investment realisations Cost value| proceeds | gain/floss) value
in the year to 31 December 2012 £'000 £'000 £'000 £'000 £°000
Albton Smalt Growth Company Limited 750 750 750 - -
Crty Screen {Liverpood) Limited 56 45 66 10 21
CS (Brxton) Limted 356 619 779 423 160
CS (Exeter) Limited 135 13 176 41 63
CS (Greenwich) Limited 807 1,017 1,158 351 141
CS (Norwich) Limited 50 61 74 24 13
Evolutions Television Limited 93 93 93 - -
Evolutions Group Limited 504 117 117 (387) -
GB Pub Company VCT Limited {loan stock repayment) 201 B3 44 (157) (19
Hilson Moran Holdings Limited (loan stock repayment} 87 67 67 - -
Lowcosttravelgroup Limited - - 3 3 3
Peakdale Molecular Limrted {Joan stock repayment) 28 28 28 - -
Thea Charnwood Pub Company VCT Limited (loan stock repayment) 148 83 83 (85) -
The Dunedin Pub Company VCT Limited 4 4 4 - -
Tower Bndge Health Clubs Limited {loan stock repayment) 100 100 100 - -
AMS Sciences Limited {restructunng) a7 g7 37 {60) (60)
Other - - 1 1 1
3,396 3,257 3,580 184 323

Realised loss on escrow previously held as debtor - o)
184 38

Current asset investment realisations in the year 1o

31 December 2012 - Dexela Limited - 86 130 130 34
Total realised gains 3,396 3,353 3,710 14 352
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Portfolio of investments (contnueq

D shares
The followang is a summary of fixed asset nvestments as at 31 December 2012
As at 31 December 2012 As at 31 December 2011
% voting Change
nghts of Cumulative Cumulative in value
% AvVL* movement movement for the
yoting | managed Cost in value Valus Cost in value Value year**
Portfolio company nghts | companies £'000 £000 £000 £°000 £'000 £°000 £000
Asset-backed investments
Radnor House Scheol
{Holdings) Limited 46 500 800 358 | 1,158 800 235 1,035 123
Nelson House Hospital Limited 86 500 839 229 | 1,068 392 -| 392 229
Regenerco Renewable Energy Limited 55 500 528 - 528 528 4 532 (4)
TEG Biogas (Perth) Limited 71 500 428 30 458 428 12 440 18
The Street by Street Solar
Programme Limited 38 500 380 - 380 380 11 391 (11
Bravo Inns Il Limited 16 500 210 11 221 160 5] 165 6
Alto Prodotto Wind Limited 15 500 137 - 137 137 2| 139 2
AVESI Limited 25 500 76 - 76 76 - 78 -
Total asset-backed investments 3,398 628 4,026, 2,901 269| 3,170 359
Growth investments
Masters Pharmaceuticals Limited 25 169 506 6 512 508 (106) 400 112
Hilson Moran Holdings Limited 40 500 284 - 284 320 1 321 (1)
Abcodia Limited 21 214 75 - 75 75 - 75 -
Proveca Limited 10 162 37 - 37 - - - -
Total growth investments 802 6 908 901 (105 798 111
Total investments 4,300 634 ' 4,934 3,802 164} 3,966 470
Movement in loan stock
accrued interest 19
Total gans on investments as
per Income statement 489
*  Albion Ventures LLP
** as adjusted for additions and disposals dunng the year
Opening Gain/{loss)
carrying Disposal | Total realised on apening
Investment realisations Cost value proceeds gam/(loss) value
In the year to 31 December 2012 £000 £000 £'000 £'000 £'000
Albion Small Growth Company Limited 250 - 280 - -
Hilson Moran Holdings Limited (oan stock repayment) 36 36 36 - -
Total 286 36 286 - -
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Portfolio companies

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

For the purpose of the valuation process, the latest company financial information 1s used The accounting information disclosed

below I1s the fatest as filed at Companies House

Radnor House School (Holdings) Limited

Audited rosults

Radnor House 1s a co-educational independent day school im Twickenham, wiich opened in September 2011 [t 1s located n
histone buildings on the banks of the Rver Thames i South Waest London In s first Ofsted inspection the school was graded
Quistanding n all categones placing it n the top 0 5% of ab schools in the UK inspected by Ofsted

Website www blackbay com

Funds managed by Albion Ventures LLP have invested in this company and ther combmed equity holding in the company & 34 9 per cent

yoar to 31 August 2012 Investment informabon Qrdinary shares D shares
£'000 £'000 £000
Turnover 1947 incomea recogrised In the year 18 23
Loss before interest 211) Total cost 734 800
Loss befare tax 957) Total loan stock valuation 849 21
Net labiities (225) Total equity valuation 401 437
Basts of valuation Net asset value supported Voting nghts 4 2 per cent 4 6 per cent
by third party vahsation
Website www racnorhouse org
Funds managed by Albion Ventures LLP have invested i this company and thesr cornbined equity holding in the company s 50 O per cent
Nelson House Hospital Limited
Nelson House Hospital Lmited owns and operates a psychiatne hosprtal in Gosport, Hampshire The facility opened in May 2012
and has been sold since the yaar end
Audited results
year to 30 Apnl 2012 Investment information Ordinary shares D shares
£'000 £'000 £'000
Turnover - Income recognised in the year 3 -]
Loss before interest {352) Total cost 292 839
Loss before tax {418) Total loan stock valuation 190 545
Net assets 1,159 Total equity valuation 182 523
Bass of valuation Agreed sale pnce/offer pnce Voung nghts 3 0 per cent 8 6 per cent
Webste www orchardportman comvnelson house-gosport
Funds managed by Albwn Ventures LLP have invested n this company and ther combned equity holding in the cormpany s 50 0 per cent
The Weybridge Club Limited
The company owns a 30 acre freehold site near to the centre of Weybndge n Suray, which has been developed into a premum health and
fitness club
Audited results
13 months to 30 September 2011 Investment information Ordinary sharas D shares
£'000 £'000 £000
Turnover 1,965 Income recognised in the year 74 -
Profit before interest 544 Total cost 1,520 -
Loss before tax (839) Total loan stock valuation 1,213 -
Net ighilties (2,205) Total eguity valuation 34
Basis of valuation Net asset value supported Voting nghts 9 4 per cent -
by third party valuation
Website www theweybndgeciub com
Funds managed by Alwon Ventures LLP have invested in this company and thes combined equity holdng in the company 15 50 0 per cent
The Street by Street Solar Programme Limnted
The company nstalls, owns and operates domestic photovaltaic systems on homes in England with Engensa as the installaton partner
Abbrewiated audited results
year to 30 November 2011 Investment information Ordinary shares D shares
€000 £'000 £'000
Income recognised in the year 74 25
Total cost 862 ago
Net assets 733 Total loan stock valuation 865 380
Basis of valuation Cost reviewed for mparment Total equity valuation - -
Voting rghts B 6 per cent 3 8 per cent
Website www engensa com
Funds managed by Albion Ventures LLP have mvested i this company and ther combined equity hoiding in the company s 50 O par gent
Blackbay Limited
The company prowdes enterpnse mobility sciztions mainly for the postal logistics and fiekd serce sectors
Audrted results
year to 31 December 2011 investment information Ordinary shares D shares
£'000 £'000 £'000
Tumaover 7800 Incomea recognised in the year 44 -
Profit before interest 483 Total cost 819 -
Profit before tax 2 Total loan stock valuation 636 -
Net habities (1 490) Total equity valuation 509 -
Basis of valuabon Revenue muthiple Volting nghts 7 4 per cent -
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Portfolio companies (continueq

Regenerco Renewable Energy Limited

Wabsita www regenerco co uk

The Company installs, owns and operates a portfolio of PV systems on buildings used by SMEs and social housing with a total capaaity

Funds managed by Albion Ventures LLP have rwvested in this company and thair combined eguity holding m the cormpany s 50 O per cent

ahove 2 3MW
Abbreviated audited results
year to 30 November 2011 investment information Ordinary shares D ghares
£'000 £'000 £'000
Incoma recognised in the year 52 49
Total cost 612 528
Net assets 713 Total loan stock valuation 612 528
Basis of valuation Cost reviewed for impatrrnent Total equity valuation - -
Vating rights 6 4 per cent 55 per cent

Lowcosttravelgroup Limited

The company 1s an online travel company specalising in beach holidays The company has seen significant growth in
bookings and now operates i the UK and in a number of other European countnes

e low con! Lrwwsd waperia

@ lowcosttravelgroup com

Website www peakdale co uk

Funds managed by Altwon Ventures LLP have imvested s this company and ther combened equity holding i the company 15 14 9 per cent

Audited results
year to 31 Octgber 2011 | tment infor n Ordinary shares D shares
£000 £000 £'000
Turnaver 53811 Income recognised In the year 8 -
Loss before interest and exceptional temns (2B1) Total cost 435 -
Profit before tax 977 Total koan stock valuation 212 -
Net assets 7,942 Total equity valuation 842 -
Basis of valuation Earnings multiple Voting nghts 4 ( per cent -
Webste www lowcostiravelgroup com
Funds managed by Alion Ventures LLP have invested in this company and ther cormbined equity halding n the compary 1s 26 0 per cent
Peakdatle Molecular Limited " peakdale
The company s pnncipally invoived In the research, pracessing and supply of chemical compounds to the maor p v e e T
pharmaceutcal companies tt operates from a substantial freehold site in Chapsl en-le Fnith Derbyshire
Audrted results
yaar to 31 March 2012 Investment information Ordinary shares D shares
£000 £'000 £000
Turmover 9,083 Income recognised int the ysar 7 -
Profit befors interest 275 Total cost 908 -
Profit before tax 207 Total loan stock valuation 278 -
Net assets 5 500 Total equity valuation 642 -
Basis of valuabion Earmngs multipie Voiing nghts 8 9 per cent -

Bravo Inns Il Limited

are tracing well with conaderable demand for ther value offerng

The company was formed in September 2007 and owns and operates 23 frechold pubs in the North of England  The pubs

oo

Abbreviated audrted resutts
year to 31 March 2012 Investment information Ordinary shares O shares
£'000 £'000 £000
Turmnoves 4,425 income recogrised N the year 46 15
Loss befora tax (230) Total cost 690 210
Profit before interast 280 Total lpan stock valuation 467 146
Net assets 2278 Total equity vahuaton 219 &
Bas:s of valuation Net asset value supported Voting nghts 4 8 per cent 1 6 per cent
by third party valuation
Website www bravoinns com
Funds managed by Albion Ventures LLP have invested n this company and ther combined equity holding in the company 18 50 O per cent
Alto Prodotto Wind Limited
Alto Prodetto Wind s a company which bulds gwns and operates medium scale {100kWp to 1500kWp) wind protects i the UK
Abbreviated audited results -
year to 31 March 2012 Invastment information Qrd:nary shares D shares
£'000 £'000 £000
Income recognised in the year 23 12
Total cost 705 137
Total loan stock valuation 705 137
Not assets 1402 Total equity valuation - -
Basis of valuation Cost reviewed for impairment Voting nghts 7 8 per cent 1 5 per cent

Funds managed by Albion Ventures LLP have invested in this company and therr combined equity holding in the company 1s 50 Q per cent

Net assets of a portfolio 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 portiolic company does not have a policy of revaluing its fixed
assets




Directors’ report

The Directors submit ther Annual Report and the audited
Financial Statements on the affars of Allion Development VCT
PLC (the “Company”) for the year ended 31 December 2012

BUSINESS REVIEW

Principal activity and status

The principal actmity of the Company 1s 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 opiruon of
the Directors, the Company has conducted its affars so as to
enable it to continue to obtamn such approval Approval for the
vear ended 31 December 2012 1s subject to review should
there be any subsequent enquiry under corporation tax
self assessment

The Company 15 not a close company for taxation purposes
and ts shares are listed on The London Stock Exchange

Under current tax legislation, shares in the Company provide
tax-free caprtal growth and income distribution, in addition to
the income tax relef which some nvestors would have
obtaned when they invested in the onginal share offers

Capntal structure

Details of the issued share capital, together with details of the
movements in the Company’s 1Issued share capital during the
year are shown in note 15

The Company’s share capital compnises Ordinary shares and
D shares As at 31 December 2012, Ordinary shares
represented 83 5 per cent of the total voting nghts and
D shares 16 5 per cent of the total voting nghts

The Ordinary shares and D shares, are designed for individuals
who are professionally advised private mvestors, seeking, over
the long term, investment exposure to a dversified portiolc
of unquoted investments The investments are spread over a
number of sectors, to produce a regular and predictable
source of ncore, combimed with the prospect of longer term
caprtal growth

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

Crdinary and D shareholders are entitled to receve dvidends
paid out of the reserves attnbutable 1o thar respective class
of shares Ordinary and D shareholders are entitled to the
return on capital on winding up or cther return on capital
based on the surpluses attributable to ther respective class
of shares
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The Articles of the Company provide for the conversion of
D shares into Ordinary shares in a ratio determined by the net
asset values of each class

The Company currently operates a Dividend Reinvestment
Scheme, detals of which can be found on
www albion-ventures co uk/Qur Funds/Albion Development
VCT PLC/investor Centre under the Dividend Reinvestment
Scheme section During the year, the Company issued
171,537 new Ordinary shares and 25,324 D shares under the
Dmdend Reinvestment Scherme Further details are shown in
note 15

On 1 November 2011 the Company announced the launch of
the Albion VCTs Linked Top Up Offers 2011/2012 n
conjunction with six other VCTs managed by Albion Ventures
LLP Dunng the year, the Company 1ssued a total of 2,017,961
new Ordinary shares under this Offer (details are shown in note
15} The Offer closed on 31 May 2012

The Company, in comunction with the Boards of five other
VCTs managed by Albion Ventures LLP, launched the Albion
VCTs Top Up Offers 2012/2013 for new Qrdinary shares on
19 October 2012 Albion Development VCT PLC will be
aming to raise approximately £2 5 milhon of the £15 millon in
aggregate that the Albion VCTs plan to raise The proceeds
will be used to provide further resources at a tme when a
number of atiractive Investment cpportunities are being seen
An Investor Guide and Offers document have been sent to
shareholders Durning the year, the Company 1ssued a total of
469,739 new Ordinary shares under this Offer (details are
shown In note 15)

Reduction in share capital and cancellation of capital
redemption reserve

Shareholders approved the reduction of share capital by
reducing the nominal value of Ordinary and D shares from
50 pence to 1 penny per share and the canceliation of the
Company's share premium and capital redemption reserves
at the Annual General Meeting on 15 June 2012 The High
Court approved this restructunng on 11 July 2012 The
restructunng has increased the reserves avalable to the
Company for the paymant of dvidends, the buy-back of
shares and for other corporate purposes New share
certificates will not be 1ssued following these changes and
existing certficates remain vald




Directors, report {continued)

Substantial interests and shareholder profile

As at 31 December 2012 and at the date of this report, the
Company was not aware of any beneficial interest exceeding
3 per cent of the aggregate voting nghts of the Company
There have been no disclosures in accordance with Disclosure
and Transparency Rule 5 made to the Company dunng the
year ended 31 December 2012, and to the date of this repart

The shareholder profile of the Company {excluding treasury
shares), as at 31 December 2012, 1s as follows

Ordinary shares

Number of % %
shares held shareholders share capital
1-10,000 60 4 175
10,001 - 50,000 343 475
50,001 - 100,000 35 157
100,001 - 500,000 18 193
D shares

Number of % %
shares held shareholders share capital
1-10,000 37 1 110
10,001 - 50,000 536 5286
50,001 - 100,000 69 202
100,001 — 500,000 24 16 2

Investment policy

The Company’s investment strategy Is to provide investors
with a regular and predictable source of dividend income
combined with the prospect of long term capital growth
through allowing investors the opportunity to participate in a
balanced portfolio of lower ngk, asset-backed investments
that provide a strong income stream, combined with
investrment in a smaller number of higher nsk companies with
greater growth prospects In netther category would investee
companies normally have any external borrowing with a
charge ranking ahead of the Company Up to two-thirds of
qualifying investments by cost will compnse loan stock
secured with a first charge on the portfolio company's assets

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

Venture Capita! Trust status

in addition to the nvestment policy described above, the
HMRC rules drive the Company’s investment allocation and
nsk diversification policies In order {o maintain status under
Venture Capital Trust legisiation, the following tests must be
met

(1) The Company's income must be derved wholly or
mainly from shares and secunties,

(2) Atleast 70 per cent of the value of its Investrments must
have been represented throughout the year by shares
or secunties that are ctassiied as ‘qualifying holdings’,

{3) At least 30 per cent by value of its total qualfying
holdings must have been represented throughout the
year by holdings of ‘eligible shares’ For funds raised
after 5 Apnl 2011 the figure 1s 70 per cent ,

(4)  Atno time in 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,

(8) The Company must not have retained greater than
15 per cent of s income earned In the year from shares
and securthes,

{6} Elgible shares must compnse at least 10 per cent by
value of the total of the shares and secuntes that the
Company holds in any one portfolo company, and

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

These tests drive a spread of investment nsk through
disallowing holdings of more than 15 per cent In any portfolio
company The tests have been camed out and independently
reviewed for the year ended 31 December 2012 The
Company has complied with all tests and continues 1o do so

‘Qualifying Holdings' for Albion Bevelopment VCT PLC include
shares or secunties (including loans wrth a five year or greater
matunty penod) in comparwes which operate a 'qualifying
trade’ wholly or manly in the United Kingdom ‘Qualifying
trade’ excludes, amongst other sectors, dealing in property
or shares and secunties, insurance, banking, agncutture, and
operating or managing hotels or residential care homes The
Company may not control a partfolio company

For the Crdinary and D share portfolios, the gross assets of a
portfoho company must not exceed £15 million immediately
prior to the investment and £16 million mmediately thereafter
The maximum each company can receve from State Aided
nsk capital schemes 1s £5 milion in any twelve month period

Those investments which are permitted for both classes of

share will be allocated betwegen them in the ratio of funds
available for investment
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Directors’ report contnues

Gearing

As defined by the Articles of Association, the Company's
maximum exposure In relation to geanng 1S restricted to
10 per cent of the adjusted share capital and reserves As at
31 December 2012, the Company's maximum permitted
exposure was £2,914,000 (2011 £2,790,000) and its actual
short term and long term borrowing at this date was £l
(2011 €ril) The Directors do not currently have any intention
to utilise long term geanng

Current portfolio sector allocation

The pie charts on page 7 of the Manager’s report show the
spit of the portfolio valuation by industrial or commercial
sector as at 31 December 2012 Detaills of the prnincipal
nvestments made by the Company are shown in the Portfolio
of nvestments section on page 10

Review of business and future changes

A detaled review of the Company's business dunng the year
and future prospects 1s contaned in the Chaimnan's Statement
on page 6 and Manager’s report on page 7 Detals of
significant events which have occurred since the end of the
financial year are listed in note 21 Details of transactions with
the Manager are shown in note 5

The Directors do not foresee any major changes in the activity
undertaken by the Company in the current year The Company
continues with its objective to INvest N unguoted companies
throughout the United Kingdom with a view to providing both
capital growth and a rellabe dwidend income to shareholders
over the long term

Operational arrangements

The Company has delegated the investment management of
the portfolo to Albion Ventures LLP, which 1s authonised and
regulated by the Financial Conduct Authorty Albion Ventures
LLP also provides company secretarial and other accounting
and administrative support to the Company Further details
regarding the terms of engagement of the Manager are shown
on page 21

Results and dmdends
Ordinary D
shares shares Combined
£'000 £000 £000
Net revenue return
for the year ended

31 December 2012 481 124 605
Drvidend paid

on 31 May 2012 {799) (111} 810}
Dradend paid

on 30 September 2012 (796) (111) (907)
Transferred from other

distrnbutable reserve (1,114) ©8) (1.212)
Net caprtal returmn for

the year endled

31 December 2012 626 413 1,039

Transfer from other

distnbutable reserve

for the year ended

31 December 2012 671 - 671

Transferred to realised
and unrealised
capital reserves 1,297 413 1,710

Net assets as at
31 December 2012 23,860 8,245 30,105

Net asset value
per share as at
31 December 2012 (pence) 740 97 9

The Company paid dwvidends of 5 00 pence per Ordinary
share and 3 50 pence per D share dunng the year (2011
5 00 pence per Orchinary share and 2 50 pence per D share)

As described in the Chairman'’s statement, the Board has
declared a first dwdend for the vyear endng
31 December 2013 of 2 50 pence per Ordinary share and
2 50 pence per D share This dvdend will be paid on 31 May
2013 to shareholders on the regster as at 3 May 2013

As shown i the Ordinary shares’ Income statement on
page 33, the total investment income has nsen to £928,000
{2011 £827,000) due to hgher interest received on
convertible and discounted debt investments during the year
Consequently, the Ordinary shares’ total revenue return to
equity holders has nsen to £481,000 (2011 £419,000)

The Ordinary shares' total capital return for the year was
£626,000 (2011 £1,004,000) which was mainly attributable
to net realised and unreahised gans on nvestments offset by
expenses charged to caprital
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The Ordinary shares' total return per share was 3 50 pence
per share (2011 4 70 pence per share)

The Ordinary shares’ Balance sheet on page 35 shows that
the net asset value per share has decreased over the iast year
to 74 00 pence per share {2011 75 50 pence per share) The
decrease In net asset value can be attnbuted to the payment
of the dividend of 5 00 pence per Ordinary share dunng the
year, partially offset by the return for the year and the buy-back
of Ordinary shares by the Company at a discount to net asset
value

Cash flow for the Ordinary shares was positive for the year,
with net proceeds from fundraising, the disposal of
investments and cash inflow from operations being partally
offsei by the payment of dvidends, the buy-back of shares
and purchases of new investments

The D shares’ Income statement on page 33 shows an
mncrease in income to £249,000 (2011 £211,000) due to an
increase In interest received on loan stock Investments macde
duning the year

The D shares’ total capital return was £413,000 {2011
£59,000) reflecting the unrealised gains on valuation of
nvestments partially offset by management fees charged to
capntal for the year

The D shares’ total return per share was 8 40 pence per share
(2011 2 50 pence per share)

The D shares’ Balance sheet on page 36 shows a net asset
value of 97 80 pence per share (2011 93 00 pence per share)
The increase In net asset value can be attnbuted to the factors
described above, notwithstanding the payment of the dvidend
of 3 50 pence per D share dunng the year

The cash flow for the D shares was negative for the year as a
result of new investments made and dvidends paid duning the
year partially ¢ffset by net cash inflow from operating activities
and the disposal of Investments

Key performance indicators
The Directors believe that the followang key performance
indicators are the most important to the business

® The graphs on page 4 show Albion Development VCT
PLC's Ordinary and D shares' net agset value total return
against the FTSE All-Share Index total return, n both
mstances with dividends reinvested Detalls on the
performance of the net asset value and return per share
for the year are shown above

®  The ongoing charges ratio for the Company for the year
to 31 December 2012 was 30 per cent (2011
3 0 per cent)

®  The Company continues to comply with HMRC rules in
order to maintain is status under Venture Capital Trust
legislation as highlighted on page 17

Share buy-backs

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

Principal nsks and uncertainties

In addition to the current economic nsks outlined in the
Chaiman’s statement, the Board considers that the Company
faces the following major rnsks and uncertainties

1 Economic nsk
Changes in economic conditions, including interest
rates, rates of inflaton, industry conditions, competition,
poltical, EU, diplomatic events and other factors could
substantially and adversely affect the Company's
prospects in a number of ways

To reduce this nsk, tn addition to investing equity In
portfollo companies, the Company often invests in
secured loan stock and has a policy of not normally
permitting any external bank borrowings within portfolio
companies  Addmonally, the Manager has been
rebalancing the sector exposure of the portfolio with a
view to reducing reliance on consumer led sectors

2 Investment nsk
This s the nsk of Investment In poor quality assets which
reduces the capital and income returns to shareholders,
and negativety impacts on the Company's reputation
By nature, smaller unquected businesses, such as those
that qualfy for venture capttal trust purposes, are more
fragile than larger, long established businesses

The success of Investments 1n certain sectors 1s also
subject to regulatory nsk, such as those affecting
companies nvolved in UK renewable energy

To reduce this nsk, the Board places reliance upon the
skills and expertise of the Manager and its strong track
record for investing in this segment of the market In
addrion, the Manager operates a formal and structured
nvestment process, which includes an investrment
! committee, comprsing investment professionals from
the Manager and at least one external investment
professional The Manager alsc mnwtes, and takes
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account of comments from all non-executive Directors
of the Company on investrents discussed at the
investment committee meetings  Investments are
activety and regularly monitored by the Manager
(investrment managers normally sit on portfolio company
boards) and the Board recewes reports on each
investment as part of the Manager's report at quarterly
board meetings It I1s the policy of the Company for
portfolo comparves normally not to have external
borrowings

The Board and the Manager closely monitor regulatory
changes within the sectors invested in

Valuation nsk

The Company’s investment valuatton method 1s reliant
on the accuracy and completeness of information that
18 1ssued by portfolio companies In particular, the
Drrectors may not be aware of or take into account
certain events or crrcumstances which occur after the
information issued by such comparues Is reporied

As descnbed in note 2 of the Financial Statements, the
unquoted equity investments, convertible loan stock
and debt issued at a discount held by the Company are
measured at fair value through profit or loss and valued
N accardance with the International Private Equity and
Venture Capital Valuation Gudelines These guideknes
set out recommendations, intended to represent current
best practice on the valuation of venture capial
vestments These iInvestments are valued on the basis
of forward looking estimates and judgements about the
business itself, ts market and the environment m which
it operates, together with the state of the mergers and
acquisitions market, stock market conditions and other
factors In making these judgements the valuation takes
into account all known matenal facts up to the date of
approval of the Financial Statements by the Board The
sensitivity of these assumptions 15 commented on
further n notes 11 and 19 All other unqucted loan stock
15 measured at amortised cost

Venture Caprtal Trust approval nsk

The Company's current approval as a venture capital
trust allows investors to take advantage of tax reliefs on
nitral investment and ongoing tax free caprtal gans and
dwvidend income Falure to meet the qualfying
requirements could result in investors losing the tax relef
on initial investment and loss of tax relief on any tax-free
Income or capital gans receved In addition, failure to
meet the qualifying requirements could result in a loss

of isting of the shares

To reduce this nsk, the Board has appointed the
Manager, who has a team with significant experience in
venture caprtal frust management, used to operating
within the requirements of the venture capital trust
legislation In addtion, to prowvide further formal
reassurance, the Board has appointed
PricewaterhouseCoopers LLP as rts taxation advisers
PricewaterhouseCoopers LLP report quarterly to the
Board to independently confirm compliance with the
venture capital trust legistation, to highlight areas of nsk
and to inform on changes in legislation

Comphance nsk

The Company 1s hsted on The London Stock Exchange
and 1s required to comply with the rules ¢f the UK Listing
Authonty, as well as with the Comparies Act,
Accounting Standards and other legislation Failure to
comply with these regulations could result in a delisting
of the Company's shares, or other penatties under the
Companigs Act or from financial reporting oversight
bodies

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

internal conirol nsk

Failures in key controls, within the Board or within the
Manager's business, could put assets of the Company
at risk or result in reduced or inaccurate information
being passed to the Board or to shareholders

The Audit Committee mests with the Manager's internal
auditors, Littlejohn LLP when required, recemng a report
regarding the last formal internal audit performed on the
Manager, and prowiding the opportunity for the Audit
Committee to ask specfic and detaled questions
Dunng the past year the Charman of the Auddt
Committee has met with the nternal audit partner of
Littlejohn LLP to discuss the most recent internal audnt
report on the Manager The Manager has a
comprehensive business continuity plan in place in the
event that operational continuity 1s threatened Further
details regarding the Board's management and review
of the Company’s internal controls through the
implementation of the Tumbull guidance are detalled on
page 27
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Measures are in place to miigate information nsk n
ordar to ensure the integnty, avalabiity and
confidentiality of information used withen the business

7 Refance upon third parties nsk

The Company s reliant upon the services of Albion
Ventures LLP for the prowision of investment
management and adminustrative functions There are
provisions within the management agreement for the
change of Manager under certain circumstances (for
more detaill, see the management agreement paragraph
below) In addition, the Manager has demonstrated to
the Board that there 15 no undue rellance placed upon
any one individual within Albion Ventures LILP

8 Financial nsks
By its nature, as a venture capital trust, the Company 13
exposed to nvestment nsk (which comprises
Investment price nsk and cash flow interest rate risk),
crecht nsk and iquidity nsk The Company's policies for
managing these nsks and s financtal instruments are
outlined in fulh in note 19 to the Financial Staterrents

All of the Company’s income and expendture I1s
denominated in sterling and hence the Company has no
forargn currancy nsk The Company 1s financed through
eguity and does not have any borrowings The
Company does not use dervative financial instruments
for speculative purposes

Environment

The management and administration of Albion Development
VCT PLC 15 undertaken by the Manager Albion Ventures LLP
recognises the importance of its environmental responsibiltes,
monitors its impact on the environment, and designs and
implements policies to reduce any damage that might be
caused by its actmties Intiatives designed to minimise the
Company's impact on the environment include recycling and
reducing energy consumphon as will be shown in the financial
staternents of Albion Ventures LLP

Employees
The Company 1s managed by Albion Ventures LLP and hence
has no employees other than its Directors

Directors

The Directors who held office throughout the year, and ther
nterests in the shares of the Company (together with those of
therr immediate family} are shown below

31 December 2012 31 December 2011

Ordinary D Ordinary D

shares shares shares shares

Andrew Phullipps 137,606 25625 137,606 25,825

David Pinckney 5,600 - 5,000 -
Jonathan Thornton 88,091 10,400 86,157 10,400
Geoffrey Vero 17,957 10,400 13,847 10,400
Total 248,654 46,425 242,710 46,425

There have been no further changes in the holdings of the
Directors between 31 December 2012 and the date of this

report

Partners and staff of Albion Ventures LLP, the Manager, hold
a total of 124,012 Ordinary and 134,272 D shares in the
Company

All Directors are members of the Audit Commuttee of which
Dawid Pinckney 1s Charman

Further detals regarding the Dirrectors’ remuneration are
shown on page 30

Directors’ indemmity

Each Director has entered into a Deed of ndemnity with the
Company pursuant to which, the Company agrees, subject
to the prowisions of the Companies Act 2006 and the
Imitatrons set out In each deed, to indemnify each Director
agamnst any liability arnsing out of any claim made against him
in relatien to the performance of ks duties as a Director of the
Company A copy of each Deed of Indemnity entered into by
the Company for each Director 1s available at the registered
office of the Company

Re-election of Directors

Directors’ retirement and re-election 1s subject to the Articles
of Asscoiation and the UK Corporate Governance Code At
the forthcoming Annual General Meeting, Geoffrey Vero waill
retire by rotation in accordance with the Articles and Jonathan
Thomten, having served as Director for longer than nine years,
will retire and offer himself for re-election

Management agreement

Under the Management agreement, the Manager provides
nvestment management, secretanal and administrative
services to the Company The Management agreement may
be terminated by either party on 12 months' notice and s
subject to earier termination inthe event of certain breaches
or on the msolvency 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
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Total annual expenses, Including the management fee, are
imrted to 3 5 per cent of the net asset value

In ne with common practice, the Manager is also entitied to
an arrangement fee, payable by each portfolic company, of
approximately 2 per cent on each investment made

Management performance incentive

The Management performance incentive structure sets a
rmmmum target level, compnsing the aggregate of dwvidends
and net asset value per share, at 6 5 penca per share per
annum The Ordinary shares’ target minmum return s
cumulative from 1 January 2007 (which used the pro forma
net asset value of 98 70 pence per share), and for the
D shares the target 1s 100 00 pence per share

In the event that the minimum return 1s not reached i one
year, the shortfall needs tc be made up in following years The
incentive fee 15 set at 20 per cent of the excess return

There was no management performance incentive fee payable
during the year

Evaluation of the manager

The Board, through the Audit Committee has evaluated the
remuneration and performance of the Manager based on the
returns generated by the Company, the continuing
achievement of the 70 per cent investment requirement for
Venture Capital Trust status, the long term prospects of the
current Investrments, a review of the management agreement
and the services provided theremn, and by benchmarking the
performance and remuneration of the Manager to other VCT
managers The Board believes that 1t 1s In the interests of
shareholders as a whole, and of the Company, to continue the
appoimment of the Manager for the forthcoming year

Investment and co-investment

The Company co-invests with other venture ¢capital trusts and
funds managed by Albion Ventures LLP Allocation of
investments 1s on the basss of an allocation agreement which
1s based, inter aka, on the ratio of funds avalable for
Investment

Auditor

In 2007, the Audit Committee undertook a tendenng exercise
for provision of audit services As a resuft of this process, PKF
(UK) LLP were appointed as Auditor with effect from 2008
The Audit Committee annually reviews and evaluates the
standard and qualty of service prowvided by the Auditor, as well
as value for money n the provision of ihese servwces The
Auditor, PKF (UK) LLP, has merged ther business wrh BDO
LLP A resolution to appoint BDO LLP as Auditor will be put
to the forthcoming Annual General Meeting

Supphier payment policy

The Company’s policy I1s to pay all supplier invoices within
30 days of the invoice date, or as otherwise agreed There
were no overdue trade creditors at 31 December 2012 (2011
nil) Creditor days as at 31 December 2012 were nif days
(2011 il days)

Annual General Meeting

The Annual General Mesting will be held at the City of London
Club, 19 Old Broad St, London, EC2N 1DS at 11am on
Thursday 6 June 2013 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’,
‘against’, and ‘withheld’ A 'vote withheld' 1s not a vote in law
and wilt not be counted In the proportion of the votes for and
agamnst the resolution A summary of proxies lodged at the
Annual  General Meetng will be published at
www albion-ventures co uk within the 'Our Funds' section by
clicking on Albion Development VCT PLC and accessing the
Financial Reports and Circular's Section

Resolutions relating to the following items of special business
will be proposed at the forthcoming Annual General Mesting
for which shareholder approval 15 required in order to comply
either with the Companies Act or the Listing Rules of the
Financial Conduct Authority

Power to allot shares
Ordinary resclution number 7 will request the authonty to allot
up to 10 per cent of the issued Ordinary and D share caprtal

During the year Ordinary and D shares were allotted as
descnbed in detal in note 15

The Directors do not currently have any intention to allot
shares, apart from the Albion VCTs Top Up Offers as
descnbed on page 6 of the Chamman's statement and similar
offers, the Dividend Reinvestment Schemes and reissting
treasury shares where it 1s 1n the Company's interest to do so

The Company currently holds 3,428,000 Ordinary shares in
treasury representing 9 6 per cent of the Ordinary share
capital in1ssue as at 31 March 2013

There are no D shares held in treasury

This resolution replaces the authonty given to the Direciors at
the Annual General Meeting n 2012 The authonty sought at
the forthcoming Annual General Meeting will expire 18 months
from the date that thus resolution 1s passed or at the
conclusion of the next Annual General Meeting of the
Company, whichever is earlier
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Dis-application of pre-emption nghts

Special resolution number 8 will request authonty for Directors
to allot equity securties for cash without first being required
to offer such securties 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 to a
maxamum of 10 per cent of the 1ssued Ordinary and D share
caprtal of the Company as at the date of this Report

Thus resolution replaces the authonty given to the Directors at
the Annual General Meegting in 2012 The authonity sought at
the forthcoming Annual General Mesting will expire 18 months
from the date this resolution Is passed or at the conclusion of
the next Annual General Meeting of the Company, whichever
1s earlier Members should note that this resolution also applies
to treasury shares

Purchase of own shares

Special resolution number 9 will request the authonty to
purchase approximately 14 99 per cent of the Company's
issued Ordinary and D share captal at, or between, the
minmum and maxamum prices specified in resolution 9

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

The Board beleves that it is helpful for the Company to
continue o have the flexibility to buy its own shares and this
resolution seeks authortty from shareholders to do so

This resolution would renew the 2012 authority, which was in
similar terms  Dunng the financial year under review, the
Company purchased 765,436 Ordinary shares for
cancellation Further information 1s shown in note 15

The authonty sought at the forthcoming Annua! General
Meeting will expire 18 months from the date this resolution I1s
passed or at the conclusion of the next Annual General
Meeting of the Company, whichever 18 earller Members
should note that this resolution also applies to treasury shares

Treasury shares

Under the Compames {Acquisition of Own Shares) (Treasury
Shares) Regulations 2003 (the “Regufations”), shares
purchased by the Company out of distributable profits can be
held as treasury shares, which may then be cancelled or sold
for cash The authorty sought by these resclutions 1s intended
to apply equally to shares to be held by the Company as
treasury shares in accordance with the Regulations

Special resolution number 10 will request the authonty to
permit Directors to sell treasury shares at the higher of the
prevaling share price and the pnce bought In at

Recommendation

The Board believes that the passing of the resolutions above
are n the best interests of the Company and its shareholders
as a whole and accordingly, unanimously recommmends that
you vote in favour of these resclutiens, as the Directors intend
to do in respect of ther own beneficial shareholdings

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Directors'
report, the Directars' remuneration report and the Financial
Statements in accordance with applicable law and regulations
They are also responsible for ensunng that the Annual Report
includes information requwed by the Listing Rules of the
Financial Conduct Authority

Company law requires the Directors to prepare Financial
Statements for each financial year Under that law the
Directors are required to prepare the Financial Statements in
accordance with United Kingdom Generally Accepted
Accounting Practice {Unted Kingdem Accounting Standards
and applicable law) Under company law the Directors must
not approve the Financial Statements unless they are satisfied
that they give a true and fair view of the state of affarrs of the
Company and of the profit or loss of the Company for that
penod

In prepanng these Financial Statements the Directors are
required to

®  select sutable accounting policies and then apply them
consistently,

® make judgments and accounting estimates that are
reasonable and prudent,

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

® prepare the Financial Statements on the going concern
basis unless i s mappropriate to presume that the
Company will continue in busmess

The Directors are responsble for keeping adequate
accounting records that are suficient to show and explain the
Company's transactions, to disclose with reasonable
accuracy at any time the financial position of the Company
and to enable them to ensure that the Financial Statements
comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and
detection of fraud and other imegularities

The Dwectors are responsible for the mantenance and
integrty of the corporate and financal nformation ncluded on
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the Company's website Legislation in the United Kingdom
governing the preparation and dissermination of the Financial
Statements and cther information included in annual repors
may differ from legislation in other Junsdictions

The Directors confirm, to the best of therr knowledge that

@ the Rnancial Statements, which have been prepared in
accordance with UK Generally Accepted Accounting
Practice, give a true and farr view of the assets, labities,
financial position and profit or loss of the Company, and

® the management report included within the Charrman's
statement, Manager's report and Director's report,
includes a far review of the development and
performance of the business and the position of the
Company, together with a description of the principal
nsks and uncertainties that it faces

The names and functions of all the Directors are stated on
page 8

Disclosure of information to the Auditor
In the case of the persons who are Direciors of the Company
at the date of approval of this Report

VT
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®  so far as each of the Direclors are aware, there 15 no
relevant audit information of which the Company's
Auditor 1s unaware, and

® each of the Directors has taken all the steps that he
ought to have taken as a Director to make himseff aware
of any relevant audit information and to estabhish that
the Company's Auditor 1s aware of that information

This disclosure s gwven and should be interpreied in
accordance with the provisions of s418 of the Comparies Act

2006

By Order of the Board

Albion Ventures LLP
Company Secretary

1 King’'s Arms Yard
London EC2R 7AF

4 Apnl 2013




Statement of corporate governance

Background

The Financial Conduct Authority requires all listed companes
to disclose how they have applied the pnnciples and complied
with the provisions of the UK Corporate Governance Code
{“the Code™) tssued by the Financial Reporting Councit (“FRC")
n May 2010 Since the year end, the Company has adopted
the revised Code 1ssued in September 2012

The Board of Albion Development VCT PLC has also
considered the principles and recommendations of the AIC
Code of Comporate Governance (*AIC Code"} by reterence 1o
the AIC Corporate Governance Guide for Investment
Companies ("AIC Guide”) The AIC Code, as explaned by the
AIC Guide, addresses all the principles set out In Section 1 of
the UK Corporate Governance Code, as well as setting out
additional pnnciples and recommendations on issues that are
of specific relevance to Alion Development VCT PLC

The Board considers that reporting in accordance with the
principles and recommendations of the AIC Code, and by
reference to the AIC Guide {which incorporates the UK
Corporate Governance Code), will provide better information
to shareholders than reporting under the Code alone

The Company has comphed with the recommendations of the
AlIC Code and the relevant prowisions of Section 1 of the UK
Corporate Governance Code, except as set out below

Application of the Pninciples of the Code

The Beard attaches iImportance to matters set out in the Code
and applhes its principles However, as a venture capital trust
company, most of the Company's day-to-day responsibilties
are delegated to third parties and the Directors are all
non-executive Thus, not all the provisions of the Code are
directly apphicable to the Company

Board of Directors

The Board consists sclely of non-executive Directors Since
all Directors are non-executive and day-to-day management
responsibiities 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
whally non-executive Directors, it has histoncally not been
censidered necessary to appomnt a Senior Independent
Director However, given the provisions of the UK Corporate
Governance Code 2012, the Board has appointed Jonathan
Thornton as Senior Independent Director with effect from
3 Apnl 2013

Geoffrey Vero 1s the Charrman of the Company and is
considered independent Dawvid Pinckney, Andrew Philipps
and Jonathan Thornton are also considered independent
Drrectors

David Pinckney will be retnng from the Board at the
forthcoming Annual General Meeting

Jonathan Thornton has been a Drector of the Company for
more than nine years and, in accordance with the
recommendations of the AIC code, is subject to annual
re-election The Board does not consider that a Director's
length of service reduces his ability to act independently of the
Manager

The Dwrectors have a range of business and financial skills
which are relevant to the Company, these are described in the
Board of Directors section of this Report, on page 8 Directors
are provided with key information on the Company’s actmvities,
including regulatary and statutory requirements, and internal
controls, by the Manager The Board has direct access to
secretanal adwvice and compliance services by the Manager,
who 15 responsible for ensunng that Board procedures are
folowed and applicable procedures complied with  All
Directors are able to take independent professional advice n
furtherance of ther duties If necessary In accordance with the
UK Corporate Governance Cods, the Company has in place
Directors’ & Officers’ Liabulity (nsurance

The Board met four times during 2012 as part of its regular
programme of Board meetings Inaddtion, and in accordance
with best practice, a further meeting took place without the
Manager present All of the Directors attended each meeting

A sub-committee compnising at least two directors met during
the year to allot shares issued under the Dmdend
Reinvestment Scheme and the Albion VCTs Linked Top Up
Offers 2011/2012 A sub-committee comprising at least two
Directors also met dunng the year to approve the terms and
contents of the offers documents under the Albion VCTs Top
Up Oifers 2012/2013 and to allot shares under the Offers

The Charrman ensures that all Directors receve all relevant
management, regulatory and financial information in a timety
manner The Board receves and conswiers reports regularty
from the Manager and other key advisers, and ad hoc reports
and information are supphed to the Board as required The
Board has a formal schedule of matters reserved for it and the
agreement between the Company and s 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
investment portfolio, the organisation of custodial services,
accounting, secretanal and administrative services The main
issues reserved for the Board include

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

® consderation of corporate strategy,

® application of the principles of the UK Corporate
Governance Code, corporate governance and internal
contral,
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® review of sub-committee recommendations, including
the recommendation to shareholders for the
appointment and remuneration of the Auditor,

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

® the appointment, evaluation, removal and remuneration
of the Manager,

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

®  share buy-back and treasury share policy, and

® monttoring shareholder profle and considening
shareholder communications

Commitiees’ and Directors' performance evaluation
Performance of the Board and the Directors 15 assessed on
the following

attendance at Board and Committee meetings,

the contribution made by indvdual Directors at, and
outside of, Board and Committee meetings, and

® completion of a detaled internal assessment process
and annual performance evaluation conducted by the
Chairman

The evaluation process has dentified that the Board works
well together and has the nght balance of skills, expenence,
independence and knowledge of the Company amongst the
Directors Diversity within the Board 1s achieved through the
appointment of dirsctors with different sector backgrounds
and skills For any new Board appointments, full consideration
will be given to the matter of diversity, Including gender

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

David Pinckney will retire at the forthcoming Annual General
Meeting

As a resutt of the performance evaluation process, Geoffrey Vero
and Jonathan Thomton are considered to be effective Directors
and demonstrate strong commitment to the role The Board
beleves it to be n the bast nterests of the Company to propose
that Geoffrey Viero and Jonathan Thornten be re-elected at the
forthcoming Annuial General Maeting

Remuneration Committee

Since the Board consists solely of four non-executive
directors, a Remuneration Committee has not been
considered necessary during the year

Directors' salanes have not been increased since 2005
However, In accordance with the provisions of the UK
Corporate Governance Code 2012, a Remuneration
Committee has been formed after the year end Jonathan
Thornton 1s Chairman and all of the Directors are members of
this Committee The Committee will meet when it believes a
review of Directors responsibilties and of salanes aganst the
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market 1S required

The terms of reference for the Remuneration Committee can be
found on the Company's website at www albion-ventures co uk
within the ‘Our Funds' secton by clicking on Albion
Development VCT PLC and locking under the Corporate
Governance Section

Audit Committee

The Audit Committee consists of all Directors and Dawid
Pinckney 1s the Chairman 1In accordance with the Code, the
members of the Audit Committee have recent and relevant
financial expenence The Committee met twice during the year
ended 31 December 2012, all members attended

Witten termis of reference have been constituted for the Audit
Committee and can be found on the Company's website at
www albnon-ventures co uk wathin the 'Our Funds® sectron by
clicking on Albion Development VCT PLC and looking within
the Corporate Governance Section

Dunng the year under review, the Commirttee discharged the
responsibiites ncluding

® formally reviewing the final Annual Report and Financiat
Statements, the Half-yearly Financial Report, the Intenm
Management Statements and the associated
announcements, with particular focus on the main areas
requinng judgement and on critical accounting policies,

® reviewing the efiectiveness of the internal controls
systemn and examination of the Internal Controls Report
produced by the Manager,

® meeting with the external Auditor and rewviewing their
findings, and

® reviewing the performance of the Manager and making
recommendations regarding therr re-appointment to the
Board,

® hghlighting specific 1ssues relating to the Financial
Statements including the reasonableness of valuations,
compliance with accounting standards and UK law,
corporate governance and listing and disclosure rules
disclosures as well as going concern These 1ssues were
addressed through detaled review, discussion and
challenge by the Board of these matters, as well by
reference to underlying technical information,

®  adwvising the Board on whether the annual report and
accounts, taken as a whole, 1s far, balahced and
understandable and provides the information necessary
for shareholders to assess the Company's performance,
business model and strategy, and

@®  (after the year end) reporting to the Board on how it has
discharged its responsibilites
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The Audit Committes reviews the performance and continued
sutability of the Company's external Auditor on an annual
basis They assess the external Auditor's independence,
qualdfication, 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 confirmation from the external Auditor that
they are Independent and of the level of non-audit fees earned
by them and ther affliates There were no non-audit fees
charged to the Company dunng the year

As part of its work, the Audit Committee has undertaken a formal
evaluation of the external Auditor agamnst the following critena,

- Qualification

- Expertise

- Resources

- Effectiveness
- Independence
- Leadership

In order to form a view of the effectiveness of the external audit
process, the Gommittee took into account information from
the Manager regarding the audt process, the formal
documentation issued to the Audit Committee and the Board
by the externat Auditor regarding the external audtt for the year
ended 31 December 2012, and assessments made by
indvidual Directors

The Audit Committee also has an annual meeting with the
external Auditor, without the Manager present, at which
pertinent questions are asked to help the Audit Committee
determine f the Auditor's skills match all the relevant and
appropriate criteria

As part of its annual review procedures, the Committee has
cbtaned sufficient assurance from their own evaluation and
the audt feedback documentation The Auditor, PKF (UK) LLP,
has announced that it has merged with BDO LLP Based on
the assurance obtained, the Commuttes has recommended
to the Board that a resolution to appont BDO LLP be
proposed at the Annual General Meeting

Nomination Committee

The Nommnation Committee consists of all Directors, with
Geoffrey Vero as Charman Given the size of the Board, this
facitates more effectve and efficient communication The
terms of reference of the Nomination Committee are to
evaluate the balance of skills, expenence and tme commitment
of the current Board members and make recommendations to
the Board as and when a parbcular appointrment anses The
Nomination Comimittee did not meet dunng 2012 and will mest
when it 1s appropnate for it to do so

The Board's policy on the recrutment of new Directors 1s to
attract a range of backgrounds, skills and expenence and to
ensure that appointments are made on the grounds of ment

agamst clear and objective cntena and bear in mind the
mantenance of gender and other diversity wathin the Board

Terms of reference for the Norminaton Commuttee can be found
on the Company's website at www alblon-ventures co uk
within the 'QOur Funds' secton by clicking on Albion
Development VCT PLC and, looking within the Corporate
Governance Section The terms and conditions of Directors’
appointment are avatlable for inspection at the Annual General
Meeting

internal control

In accordance with the UK Corporate Governance Code, the
Board has an established process for identifying, evaluating
and managing the significant nsks faced by the Company Thig
process has been in place throughout the year and continues
o be subject to regular review by the Board in accordance
with the Internal Control Guidance for Directors 1in the UK
Corporate Governance Code published in September 1999
and updated 1n 2005 (the “Turnbull guidance™) The Board 15
responsible for the Company's system of internal control and
for reviewing Its effectiveness However, such a system i1s
designed to manage, rather than eliminate the nsks of falure
to achieve the Company's business objectives and can only
provide reasonable and not absolute assurance against
materal misstatement or loss

The Board's monitonng covers all controls, including financial,
operational and compliance controls, and nsk management
The Board receives each year from the Manager, a formal
report, which detalls the steps taken to monitor the areas of
nsk, including those that are not drectly the responsibility of
the Manager, and which reports the detals of any known
internal control falures Steps are and continue 1o be taken to
embed the system of internal control and nsk management
Into the operatons and culture of the Company and its key
suppliers, and to deal with areas of improvement which come
to the Manager's and the Board’s attention

The Board, through the Audit Commuttee, has performed a
specific assessment for the purpose of this Annual Report and
Financial Statements This assessment considers all significant
aspects of internal control ansing dunng the year The Audit
Committee assists the Board in discharging 1is review
responsibilities

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

® segregation of dubes between the preparation of
valuations and the recording in accounting records,

® independent third party valuations of the majonty of
asset-backed mnvestments within the portiolio are
undertaken annually,

® reviews of valuations are carned out by the Managing
Partner and reviews of financial reports are carried out
by the Operations Partner of Albion Ventures LLP,
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®  bank and stock reconciialions are camed out maonthly
by the Manager in accordance with the FCA
requirements,

®  all published financial reports are reviewed by Albion
Ventures LLLP's compliance department,

® the Board reviews financial information, and

® a separate Audit Committee of the Board reviews
financial information due to be published

As the Board has delegated the nvestment management and
administration of the Company to Albion Ventures LLP, the
Board feels that it s not necessary toc have its own internal
audrt function Instead, the Board had access to Littlgjohn LLP,
which, as internal auditor for Albion Ventures LLP undertakes
penodic examination of the business processes and controls
environment at Albwon Ventures LLP, and ensures that any
recommendations to implement improvements in controls are
carmed out Ournng the year, the Audit Committee and the
Board revtewed internal audit reports prepared by Littlejohn
LLP The Board will continue to monrtor its system of internal
control in order to provide assurance that it operates as
intended

Going concern

in accordance with “Going Concern and Liquidity Risk
Guidance for Directors of UK Companies 2009" issued by the
Financial Reporting Council, the Board has assessed the
Company's operation as a going concern The Company has
significant cash for the foreseeable future The portfolio of
rvestments 1s well dversified in terms of sector, and the major
cash outflows of the Company {namely investments,
buy-backs and dividends) are within the Company'’s control
Accordingly, after making dilgent enguines 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 gaing concern basis in prepanng the accounts

The Board's assessment of iquidity nsk and details of the
Company’s policies for managing its capital and financial risks
are shown n note 19 The Company’s business activities,
together with details of its performance are shown In the
Directors’ report

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 authonse and acknowledge those
conficts Procedures to disclose and authonise conflicts of
interest have been adhered to throughout the year

Capnal structure and Articles of Association

Details regarding the Company's capital structure, substantial
interests and Directors’ powers to buy and issue shares are
detaded n full on pages 16, 17, 22 and 23 of the Directors’
report The Company s not party to any significant
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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 ratification by
shareholders

Relationships with shareholders

The Company’s Annual General Mesting at 11am on 6 Jung
2013 will be used as an opportunity to communicate with
investors The Board, including the Chairman of the Audrt
Committee, will be avalable to answer questions at the Annual
General Meeting

At the Annual General Meating, the level of proxies lodged on
each resolution, the balance for and against the resolution,
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 a portfolic company

Sharehelders are able to access the latest nformation on the
Company wa the Albion Venturss LLP website
www albion-ventures co uk under the “Our Funds” section
and by clicking on Albion Development VCT ple

Any enguinas relating to shareholdings, share certificates or
changes to personal deilals can be drected to
Computershare Investor Services PLC

Tel 0870873 5853
UK national rate call {ines are open 8 30am — 5 30pm,
Mon - Fn, calls may be recorded)

Sharehoiders can access holdings and valuation information
regarding any of ther shares held with Computershare by
registering on Computershare's website
www Investorcentre co uk

For enquines relating to the performance of the Fund, and for
financial adwvisors’ information please contact
Afwon Ventures LLP

Tel 020 7601 1850 (ines are open 9 00am — 5 30pm,
Mon - Fn, calls may be receorded)

Email info@albion-ventures co uk

Website www 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 shareholders with a referral to a broker within therr
banking group




Statement of corporate governance (continueq

Statement of compliance

The Company appointed a Semior Independent Director and
formed a Remuneration Committee after the year end With
the exception of the requirement to have a Senior Independent
Director and a Remuneration Committee during the year, the
Orectors consider that the Company bhas complied
throughout the year ended 31 December 2012 with all the
relevant provisions set out in Section 1 of the Code issued in
May 2010, and with the AIC Code of Corporate Gevernance
The Company continues to comply with the Code 1ssued in
September 2012 as at the date of this report

0's Arms Yard
London EC2R 7AF
4 Apnl 2013
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Directors’ remuneration report

Introduction

This report 1s submitted In accordance with Saction 420 of
the Companies Act 2006 The report also meets the relevant
rules of the Listing Rules of the Financial Conduct Authonty
and describes how the Board has applied the principles
relating to the Directors’ remuneration As required by the
Act, a resolution 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
Dwectors and there are no executive employees, a
Remuneration Cormmittee has not been considered
necessary durnng the year However, in accordance with
provision of the UK Corporate Governance Code 2012, a
Remuneration Committee has been formed after the year end

Directors’ remuneration policy

The Company’s policy 1s that fees payable 10 non-executive
Directors should reflect ther expertise, responsibiliies and
time spent on Company matters In determining the level of
Directors’ remuneration, market equivalents are considered in
comparison 1o the overall activities and size of the Company

The maximum levet of non-executive Directors' remuneration
15 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 ratfication by shareholders

Performance graph

The graphs below show Albon Development VCT PLC's
Ordinary and D shares’ price total return against the FTSE
All-Share Index total return, in both instances with dividends
reinvested, since launch The Directors consider this to be
the most appropnate benchmark in the absence of a venture
capital trust index Investors should, however, be reminded
that shares In VCTs generally trade at a discount to the actual
net asset value of the Company
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There are no options, 1ssued or exercisable, In the Company
which would distort the graphical representation

Service contracts
None of the Directors has a senace contract with the Comipany

The Company’s Articles of Association provide for the
resignation and, if approved, re-election of the Directors every
three years at the Annual General Meeting At the forthcoming
Annual General Meeting Geoffrey Vero and Jonathan
Thornton will retire and will be proposed for re-election

AUDITED INFORMATION
Directors’ remuneration
The following tems have been audited

The following table shows an analysis of the remuneration of
indndual Directors, who were in office dunng the year,
exclusive of National tnsurance or VAT

31 December 2012 31 December 2011

£'000 £'000
Jonathan Thornton 205 205
Andrew Phillpps 205 205
David Pinckney 205 205
Geoffrey Vero 205 205

820 820

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

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 provided by Jonathan Thornton Limited dunng the year

In addition to Directors’ remuneration, the Company pays an
annual premium in respect of Directors’ & Officers’ Liability
insurance of £9,540 (2011 £9,063)

By Order of m
Albon Ven LL
Company Secretary

1 King's Arms Yard
London, EC2R TAF

4 Apnt 2013




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 2012 which
comprise the Income statement, the Balance shest, the Reconciltation of movements in shareholders' funds, the Cash flow
statement and the related notes The financial reporting framework that has been apphed in therr preparation 1s applicable law
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report ts made solely to the Company's members, as a body, In accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Qur audit work has been undertaken 50 that we might state to the Company's members those matters we are
reguired to state to them in an auditor's report and for no other purpose To the fullest extent permitted by law, we do not
accept or assume responsibiity to anyone other than the Company and the Company's members as a body, for our audrt
waork, for this report, or for the opinions we have formed

Respective responsibilities of Directors and Auditor

As explained more fully in the Statement of Directors’ responsibiliies, the Directors are responsible for the preparation of the
Financial Statements and for being satisfied that they give a true and farr iew Qur responsibilty 1s to audit and express an
opirion on the Financial Statements 1n accordance with applicable faw and International Standards on Auditing {UK and
Ireland) Those standards require us to comptly wath the Audrting Practices Board's Ethical Standards for Auditors

Scope of the audit of the Financial Statements

An audit invoives obtaining evidence about the amounts and disclosures in the Financial Statements sufficient to 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
keen consistently apphed and adequately disclosed, the reasonableness of significant accounting estimates made by the
Directors, and the overall presentation of the Financial Statements In additon, we read all the financial and non-financial
information in the Annual report to identify matenal Inconsistencies with the audited Financial Statements |f we become aware
of any apparent matenal misstatements or inconsistencies we consider the iImplications for our report

Opinion on Financial Statements
In cur opinion the Financial Statements

® give airue and farr view of the state of the Company's affars as at 31 December 2012 and of its return for the year then
ended,

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

®  have been prepared in accordance with the requirements of the Companes Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opImon

® the part of the Directors’ remuneration report to be audited has been propery prepared in accordance with the
Compantes Act 2008,

® the nformaton given in the Directors’ report for the financial year for which the Financial Staterments are prepared 1s
consistent with the Financial Statements, and

® the information given in the Statement of corporate governance on pages 25 to 29 in compliance with rules 7 2 5 and
7 2 61n the Disclosure Rules and Transparency Rules sourcebook 1ssued by the Fnancial Conduet Authonty (information
about internal ¢control and nsk management systems in relation to financial reporting processes and about share capital
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 Companes Act 2006 we are required to report to you If, in our opinion

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

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

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

we have not receved all the information and explanations we require for our audit, or

a corporate governance statement has not been prepared by the Company

Under the Listing Rules we are required to review

@ the Drectors’ statement, set out on page 28, n relation to going concern, and

® the part of the Staterment of corporate governance relating to the Company's compliance with the nine provisions of
the UK Corporate Governance Code specified for our review, and

@~ certan elements of the report to shareholders by the Board on Directors' remuneration

k?(ut:\uj)

Rhodri Whitlock (Senior statutory auditor)

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

4 Apni 2013
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Income statement

Combined Combined

Year ended 31 December 2012 | Year ended 31 December 2011

Revenue Capta Total Revenue: Capital Total

Note £'000 £'000 £000 £00D £'000 £'000

Gains on investments 3 - 1,410 1,410 - 1,421 1,421
Investment income 4 1,177 - 1,177 1,038 - 1,038
Investment management fees 5 (165) (499) (664) (162} (484) (648)
Other expenses 6 (235) - (235) (207) - (207)
Return on ordinary activities before tax 777 911 1,688 669 937 1,606
Tax {charge)/credit on ordinary acimities 8 (172) 128 (44} (152) 126 {26)
Return attnibutable to shareholders 605 1,039 1,644 517 1,063 1,580

The accompanying notes on pages 43 te 60 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 operations

There are na recognised gains or losses other than the results for the year disclosed above Accordingly a Statement of total

recognised gains and losses is not required

The difierence between the reported profit on ordinary activities before tax and the histoncal profit 1 due to the fair value
movements on investments As a result a note on historical cost profit and losses has not been prepared

Disclosure of basic and diluted earnings per share 1s given in the undertying Ordinary and D share Income statements on the

following pages




lncome statement (non-stalrtutory analysis)

Qrdnary shares Ordinary shares

Year ended 31 December 2012 | Year ended 31 December 2011

Revenus Caprtal Total Revenue Capital Tosal

Note £'000 £000 £'000 £1000 £'000 £000

Gains on mvestments 3 - 921 921 - 1,289 1,289
Investment income 4 928 - 928 827 - 827
Investment management fees 5 (132) (396) (528) (129) (385) {514)
Other expenses 6 (183) - (183) (159) - {159)
Return on ordinary activities before tax 613 525 1,138 539 a04 1,443
Tax {charge)/credit on ordinary activities 8 {132) 101 ) (120 100 {20)
Return attributable to shareholders 481 626 1,107 419 1,004 1,423

Basic and diluted return per
share (pence)* 10 150 200 3.50 140 330 470
D shares D shares

Year ended 31 December 2012 | Year ended 31 December 2011

Revenue Capral Total Revenua Capra Total

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

Gains on investments 3 - 489 489 - 132 132

Investment incomse 4 249 - 249 211 - 211
Investiment management fees 5 {33) (103) {136) (33) (99) (132)
Ciher expanses 6 (52) - (52) (48) - (48)
Return on ordinary achvities before tax 164 386 550 130 33 163
Tax {charge)/credit on ordinary actvities 8 (40) 27 (13) {32) 26 ®)
Return attributable to shareholders 124 413 537 98 59 157

Basic and diluted return per

share (pence)* 10 1.90 6 50 840 160 090 250

* excluding treasury shares

The accompanying notes on pages 43 to 60 form an integral part of these Financial Staternents
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Balance sheet

Combined Combined
31 December 2012 31 Decamber 2011
Note £°000 £'000
Fixed asset investments 11 22,540 21,113
Current assets
Trade and other debtors 13 282 131
Current asset investments 13 530 637
Cash at bank and in hand 17 FAKS 7,185
7,943 7,963
Creditors amounts falling due within one year 14 (378) (262)
Net current assets 7,565 7,701
Net assets 30,105 28,814
Capital and reserves
Called up share caprtal 15 41 20,088
Share prermium 392 636
Capital redemption reserve 2 1,917
Unrealised capital reserve {2,046) (3,143)
Realised capital reserve 3,326 2,713
. Other distnbutable reserve 28,010 6,603
Total equity shareholders’ funds 30,105 28,814

The accompanying notes on pages 43 to 60 form an integral part of these Financial Statements

Disclosure of basic and diluted net asset value per share 15 given in the underlying Ordinary and D shares Balance sheets on
the following pages

These Financial Statements were approved by the Board of Directors, and authorised for 1ssue on 4 Aprll 2013 and were
signed on its behalf by

offrey Vero
rman

Company number 3654040

34 Albion Devetopment vCT FLC



|
\
\ Balance sheeéet (on-statutory analysis)
|
|
|

Ordinary shares Ordinary shares
31 December 2012 | 31 December 2011
Note £'000 £000
Fixed asset investments 11 17,606 17,147
Current assets
Trade and other debtors 13 202 101
Current asset investments 13 30 137
Cash at bank and in hand 17 6,309 5734
6,541 5972
Creditors: amounts falitng due within one year 14 (287) 214)
Net current assets 6,254 5,758
Net assets 23,860 22,905
Capital and reserves
Called up share capital 15 357 16912
Sharg premium 383 631
Capital redemption reserve 2 1,917
Unrealised capital reserve (2,661) (3,269)
Realised capital reserve 3,514 2,825
Cther distributable reserve 22,265 3,869
Total equity shareholders’ funds 23,860 22,905
Basic and diluted net asset value per share (pence)* 16 74 GO 7550

* excluding treasury shares

The accompanying notes on pages 43 to 60 form an integral part of these Financial Statements

Alhion Davelanm
i o

ent VCT PLC 35




Balance Sheet (non-statutory anatysis)

D shares D shares
31 Decernber 2012 | 31 December 2011
Note £'000 £'000
Fixed asset investments 11 4,934 3,966
Current assets
Trade and other debtors 13 80 30
Current agset investments 13 500 500
Cash at bank and in hand 17 822 1,461
1,402 1,991
Creditors. amounts falling due within one year 14 (91) (48)
Net current assets 1,311 1,843
Net assets 6,245 5,909
Capital and reserves
Called up share capital 15 64 3,176
Share premium 9 5
Unrealised caprital reserve 615 126
Realised capital reserve (188) (112
Other distnbutable reserve 5,745 2,714
Total equity shareholders’ funds 6,245 5,909
Basic and diluted net asset value per share (pence)* 16 97.90 8300

* excluding treasury shares

The accompanying notes on pages 43 to 80 form an integral part of these Financial Statements
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Reconciliation of movements in shareholders’ funds
Combined

Called-up Capital | Unrealised Realised Other
share Share | redemption capital capital |distributable
caprtal premium reserve reserve* reserve’ reserva* Total
£'000 £'000 £'000 £'000 £'000 £'00Q £'000
As at 1 January 2012 20,088 636 1,917 {3,143) 2,713 6,603 28,814
Return/(ioss) for the year - - - 1,058 (19 605 1,644
Transter of unrealised losses to
realsed losses - - - 39 (39) - -
Reduction in shara capital and
cancellation of capital redemption
andt share premium reserves™ {20,446) (1,139) (2,204) - - 23,789 -
Cancellation of treasury shares (20) - 20 - - - -
Purchase of own shares for
cancellation (269) - 269 - - (499) (499)
Issue of egqurty (net of costs) 1,088 B95 - - - - 1,963
Transfer from other distributable
reserve to realised capital reserve - - - - 671 {671) -
Dividends paid - - - - - (1,847) (1.817)
As at 31 December 2012 421 392 2 {2,046) 3,326 28,010 30,105
As at 1 January 2011 19,388 37 1,426 (5,083} 2 860 9,270 27,918
Raturn for the year - - - 81 982 517 1,580
Transfer of unrealised losses to
realsed losses - - - 1,839 (1,839 - -
Purchase of own treasury shares - - - - - (462) (462)
Cancellation of treasury shares {250 - 250 - - - -
Purchase of cwn shares for
cancellation {241) - 241 - - (306) {306)
Issue of aquity {net of costs) 1,19N 599 - - - - 1,790
Transfer from other distnbutable
reserve to realised capital reserve - - - - Al 711) -
Dwvidends paid - - - - - (1,705) {1,705)
As at 31 December 2011 20,088 636 1,917 (3,143} 2,713 6,603 28,814

* Included within these reserves 1s an amount of £28,290,000 (2011 £6,173,000) which 18 consdered distnbutable

** The reduction in the nominal vatue of shares from 50 pence to 1 penny and the cancellation of the capital redemption and share premum
resarves (as approved by shareholders at the Annual General Mesting held on 15 June 2012 and by order of tha Court dated 11 July 2012)
has increased the value of distnbutable reserves

The special reserve, treasury shares reserve and the revenue reserve have been combined in the Balance sheet to form a single reserve
named other distnbutable reserve for both the current and prior year The Directors consider the combination of these reserves enhances the
clarty of financial reporting More detalls regarding treasury sharas can be found in note 15

A transfer of £671,000 (2011 £711,000) representing gross realised losses on disposal of investments dunng the year ended 31 December
2012 has been made from the other distrbutabla reserve to the realised capital reserve
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Reconciliation of movements in shareholders’ funds
Ordinary shares (non-statutory analysis)

Called-up Capital | Unrealised Realiged Other
share Share | redemption capital caprtal |distnbutable
capital premium reserve reserve” reserve’ reserve* Totaf
£'000 £'000 £'000 £'000 £'000 £'000 £'000
As at 1 January 2012 16,912 831 1,917 (3,269) 2,825 3,889 22,905
Return for the year - - - 569 57 481 1,107
Transier of unrealised losses 10
realised losses - - - 39 (39) - -
Reduction ot share capstal and
cancellation of capital redemption
and share premium reserves*” (17.327) {1,129) (2,204) — - 20,660 -
Cancellation of treasury shares {20) - 20 - - - -
Purchase of own sharaes for
cancellaton (269) - 269 - - {499) (499)
Issue of equity (net of costs) 1,061 as1 - - - - 1,942
Transfer from other distnbutable
reserva to reahsed capital reserve - - - - 671 (671) -
Dvidends paid - - - - - (1,595) {1.595)
As at 31 December 2012 357 383 2 {2,661) 3,514 22,265 23,860
As at 1 January 2011 16,220 37 1,426 (5,083) 2,924 6,496 22,020
{Loss)/return for the year - - - (25) 1,029 419 1,423
Transfer of unrealised losses 1o
realised losses - - - 1,839 {1,839 - -
Purchase of own treasury shares - - - - - (462) (462)
Cancellation of treasury shares {250) - 250 - - - -
Purchase of own shares for
cancellation 241) - 241 - - (308) (306}
Issue of equity {net of costs} 1,183 594 - - - - 1777
Transfer from other distnbutable
reserve to realised capital reserve - - - - 711 (711) -
Dwidends paid - - - - - (1,547) (1,547}
As at 31 December 2011 16912 631 1,917 (3 269 2,825 3,889 22,905

® Included withun these reserves 1s an amount of £23,118,000 (2011 £3,445,000) which 1s considered diswbutable

" The reduction n the nominal value ot shares from 50 pence to 1 penny and the cancallation of the capital redemption and share premium
reserves (as approved by sharehclders at the Annual General Meeting held on 15 June 2012 and by order of the Court dated 11 July 2012)
has ncreased the value of distnbutable reserves

The special reserve, treasury shares reserve and the revenue reserve have been combined in the Balance sheet to form a single reserve

named other distnibutable reserve for both the current and prior year The Directors consider the combination of these reserves enhances the
clarty of financial reporting More detalls regarding treasury shares can be found in note 15

A transfer of £671,000 (2011 £711,000) representing gross realised losses on disposal of nvestments dunng the year ended 31 December
2012 has been made from the other distnbitable reserve 1o the realised capital reserve
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Reconciliation of movements in shareholders’ funds

D shares (non-statutory analysis)

Called-up Unrealised Realised Other
share Share caprtal capital (distnbutabie
capital premium reserve reserve’ reserve”® Total
£'000 £'000 £'000 £'000 £000 £'000
As at 1 January 2012 3,176 5 126 (112) 2,714 5,909
Return/(loss) for the year - - 489 (76) 124 537
Reduction in share capital and
cancellation of share premium reserve*” {3,118) {1Q) - - 3,129 -
Issue of equity (net of costs) 7 14 - - - 21
Dividends paid - - - - (222) (222)
As at 31 December 2012 64 ) 615 {188) 5,745 6,245
As at 1 January 2011 3,168 - 20 (64 2,774 5,898
Return/(loss) for the year - - 106 47 98 157
Issue of equsty (net of costs) 8 5 - - - 13
Drndends paid - - - - (158) {158}
As at 31 December 2011 3,176 5 126 (112) 2,714 5,909

" Included within these reserves 1s an amount of £5,657,000 (2011 £2,602,000) which 15 considered distributable

* The reduction in the nominal value of shares from 50 pence to 1 penny and the cancellation of the share prermum reserve (as approved by
shareholders at the Annual General Mesting held on 15 June 2012 and by order of the Court dated 11 July 2012} has increased the vatue of

distnbutable reserves

The special reserve, treasury shares reserve and the revenue reserve have been combined In the Balance sheet to form a single reserve
named other distnbutable reserve for both the cument and prior year The Directors consider the combination of these reserves enhances the
clanty of financial reporting More detalls regarding treasury shares can be found in note 15

Albion Development VCT PLC 39




Cash flow statement

Combined Combined
Year ended Year ended
31 December 2012 | 31 December 2011
Note £000 £'000
Operating activities
Loan stock income received 1,144 873
Depost interest received 104 93
Dmdend income receved - 19
Other income receved - 1
Investment management fees paid (657) (643)
Other cash payments (2249) (224)
Net cash flow from operating activities 18 367 119
Taxation
UK corporation tax {paid)/recovered (24) 125
Capital expenditure and financial investments
Purchase of fixed asset investments (4,124) (6.311)
Disposal of fixed asset investments 3,904 4,932
Purchase of current asset investments - {500)
Disposal of current asset investments 171 -
Net cash flow from investing activities (49) (879)
Equrty dividends paid
Dividends paid (net of cost of shares issued under the Dmdend
Reinvestment Scheme) (1,678) {1,585)
Net cash flow before financing (1,384) (2.220)
Financing
Issue of share capital {net of costs) 1,824 1,671
Purchase of own shares (including costs) 15 {504) (768)
Net cash flow from financing 1,320 903
Cash flow wn the year 17 {64) (1317}
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CaSh f|OW statement (non-statutory analysis)

Ordinary shares Ordinary shares
Year ended Year ended
31 December 2012 | 31 December 2011
Note £'000 £000
Operating activities
Loan stock income recewved 906 755
Deposit interest receved 70 55
Dmdend income recened - 19
Other income receved - 1
Investment management fees pad (523) (511)
Other cash payments (175) (174)
Net cash flow from cperating activities 18 278 145
Taxation
UK corporation tax (paid)/recovered (31) 125
Capitat expenditure and financial investments
Purchase of fixed asset investments (3,304) (3.131)
Disposal of fixed asset nvestments 3,618 4,906
Disposal of current asset investments 171 -
Net cash flow from investing activities 485 1,775
Equity dividends paid
Dmdends paid (net of cost of shares 1ssued under Dmdend
Reinvestment Scheme) (1,477) (1.441)
Net cash flow before financing {745) 604
Financing
Issue of share capital (net of costs) 1,824 1.671
Purchase of own shares 15 (504) {768)
Net cash flow from financing 1,320 903
Cash flow in the year 17 575 1,507
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Cash flow statement (non-statutory analysis)

D shares D shares
Year ended Year ended
31 December 2012 | 31 December 2011
Note £°000 £'000
Operating activities
Loan stock income receved 238 118
Depostt Interest received 4 38
Investment management fees pad (134) (132)
Other cash payments (49) (50)
Net cash flow from operating activities 18 89 (26)
UK corporation tax received 7 -
Capntal expenditure and financial investments
Purchase of fixed asset investments (820) (2,180)
Disposal of fixed asset investments 286 26
Purchase of current asset investments - (500)
Net cash flow from investing activities (534) (2,654)
Equity dividends paid
Dividends paid {net of cost of shares issued under the Dividend
Ranvestment Scheme) (201) (144)
Net cash flow before financing (639) {2,824)
Cash flow in the year 17 (639) (2.824)
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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, n accordance with applcable
Unted Kingdom taw and accounting standards and with the
Statement of Recommended Practice “Financial Stataments
of Investment Trust Companies and Venture Capital Trusts”
("SORP™) 1ssued by The Association of Investment Companies
(*AIC™) in January 2003 Accounting policies have been
apphed consistently in curment and pror penods, however to
enhance clanty of financial reporting, dunng the year the
special reserve, treasury share reserve and revenue reserve
have been combined to create a single reserve named Other
distributable reserve This has also been appled to pnor
penods

Accounting policies

Investments

Unquated equity investments, debt issued at a discount, and
convertible bonds

In accordance with FRS 26 “Financial Instruments
Recognition and Measurement”, unquoted equity, debt issued
at a discount and convertible bonds are designated as far
value through profit or loss (*FVTPL™ Unguoted investments’
far value 15 determined by the Drectors in accordance with
the International Pnvate Equity and Venture Capital Valuation
Gudelines (IPEVCY guidelines)

Far value movements and gains and losses ansing on the
disposal of investments are reflected in the caprat column of
the Income statement in accordance with the AIC SORP
Realised gains or losses on the sale of investments will be
reflected 1In the realised capital reserve, and unrealised gains
or losses ansing from the ravaluaton of nvestments will be
reflected in the unreahsed caprtal reserve

Warrants and unguoted equity denved instruments

Warrants and unquoted equity derved instruments are only
valued if there 15 deemed to be addmonal value to the
Company in exercising or converting as at the balance sheet
date Ctherwise these instruments are held at nil value The
valuation techmigues used are those used for the undertying
equity Investment

Unguoted loan stock

Unguoted loan stock (excluding debt 1ssued at a discount and
convertible bonds) 1s classified as koans and recewvables as
permitted by FRS 26 and measurad at amortised cost using
the aftective interest rate method less Impanment Movements
In the amorhsed cost relating to intarsst income are reflected
In the revenua column of the Income statement, and hence
are reflected i the other distributable reserve, and
movernents in respect of capital prowisions are reflected in the
capital column of the Income statement and are reflected In
the realised capital reserve following sale, or in the unrealised
capital resarve for impaiments ansing from revaluations of the
farr value of the security

For all unquoted loan stock, whether fully performing, past
due or impared, the Board considers that the far value 1s
equal to or greater than the secunty value of these assets For
unguoted loan stock, the amount of the imparment 1s the
difference between the asset’s cost and the present value of
estimated future cash flows, discounted at the onginal

Notes to the Financial Statements

effective interest rate The future cash flows are estimated
based on the fair value of the security less estirmated seling
costs

Investments ara recogrised as financial assets on legal
completion of the Investrment contract and are de-recognised
on legal completion of the sale of an nvestment

Dmdend incoma 15 not recognised as part of the far value
movemnent of an investment, but 1s recognised separately as
investment incomg through the other distnbutable reserve
when a share becomes ex-dmdend

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

In accordance with the exemnptions under FRS 9 “Associates
and joint ventures™, those undertakings in which the Company
holds more than 20 per cent of the equity as part of an
Investment portfolio are not accounted for using the eguity
method

Current asset investments

Contractual future contingent receipts on disposal of fixed
asset Investments are designated at farr value through profit or
loss and are subsegquentty measured at far value

Fixed term deposts are classified as current asset
nvestments as they are nvestments held for the short term
These are designated as loans and recevables and measured
at amortised cost, which 1s considered to be equvalent to farr
value

Investment iIncome

Unguoted equity income

Dmdend income 15 included in the revenue column when the
investment 1S quoted ex-dwidend

Unquoted foan stock income

Fixed returns on non-equity shares and debt secunties are
recogrused on a tme apporlichment basis using an effective
interest rate over the Iife of the financial instrument Income
which 15 not capable of being receved wrthin a reasonabie
pencd of time 1s reflected in the captal value of the
Investment

Bank interest income
Interest )ncome 1s recognised on an accruals basis using the
rate of interast agreed wath the bank

Investment management fees and other expenses

All expenses have besn accounted for on an accruals basis
Expenses are charged through the revenua column of the
Income statement except the following which are charged
through the realised caprtal reserve

[ 75 per cent of management fees are allocated to the
redhsed capital reserve In ling with the Board's
expectaton that over the long term 75 per cent of the
Company’s investment returns will be in tha form of
capital gains, and

L expenses which are incidental to the purchase or
disposal of an investment are charged through the
realsed captal reserve
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Performance incentive fee

In the event that a performance incentive fee crystallises, the
fee will be allocated between revenue and realised capral
reserves based upon the proportion to which the calculatan
of the fee is atinbutable to revenue and captal retums

Taxation

Taxation 1s applied on a current basis In accordance with FRS
16 “Current tax” Taxation associated with caprtal expenses i1s
apphed in accordance with the SORP In accordance with FRS
19 “Deferred tax", deferred taxation i1s provided in full on
timing differences that result In an oblgation at the balance
sheet date to pay more tax or a nght to pay less tax, at a future
date, at rates expected to apply when they crystallse based
on cuirent tax rates and law Timing differences anse from the
nclusion of tems of income and expenditure N taxation
computations in penods different from those N which they are
included in the financial statements Deferred tax assets are
recognised to the extent that it i1s regarded as more likely than
not that they will be recovered Defemed tax assets and
liabilties are not discounted

Dividends

In accordance with FRS 21 “Events after the balance sheet
date”, dvidends declared by the Company are accounted for
in the penod n which the dwdend has been paid or approved
by shareholders in annual general meeting

Reserves

Share premium reserve

This reserve accounts for the difference between the price
paid for shares and the nominal value of the shares, less 1ssue
costs and transfers to the other distrbutable reserve

44 Albion Development VCT PLC
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Caprtal redemption reserve

This reserve accounts for amounts by which the issued share
capital 15 diminished through the repurchase and cancellation
of the Company’s own shares

Unrealised capital reserve
Increases and decreases n the valuation of nvestments held
at the year end aganst cost, are Included n this reserve

Cther distnbutable reserve
The special reserve, treasury share reserve and the revenue
reserve have been combined to form a single reserve named
Other distnbutable reserve

This reserve accounts for the movements from the revenue
column of the Income statement, the payment of dwidends,
the buy-back of shares and other, non capital realsed
movements

Realised capital reserve
The following are disclosed in this reserve

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

o expenses, together with the related taxation effect,
charged in accardance with the above policies, and

@ dvidends pad to equity holders

D shares

Until such time that D shares are converted into Ordinary
shares, all investments and returns attributable to this class of
share will be separately entfiable frorn the existing Ordinary
shares All resdual expenses will be allocated in the ratio of
the respective Net Asset Values of each class of share
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Gams on mvestments

Year ended Year ended
31 December 2012 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £'000 £'000 £'000
Unrealsed gans/{losses) on fixed
asset investments held at far value
through profit or loss 569 390 959 266 (272) (6)
Unreaksed {mparments)/reversals
of Impairments on fixed asset
investments held at amortised cost (30) 99 69 (291) 378 87
539 489 1,028 (25) 106 81
Unrealised gains on current asset
investments held at fair value through
profit or loss account 30 - 30 - - -
Unrealised gains/(losses) sub-total 569 489 1,058 (25) 106 81
Realised gains on investments held
at far value through profit or loss
account 337 - 337 224 - 224
Realised {losses)/gains on investments
held at amortised cost {19) - {19) 1,080 26 1,116
318 - 318 1.314 28 1,340
Realised gains on current asset
investments held at farr value
through profit or loss account 34 - 34 - - -
Realised gains sub total 352 - 352 1,314 28 1,340
921 489 1,410 1,289 132 1.421
Investments measured at amortised cost are ungucted loan stock investments as described in note 2
Investment income
Year ended Year ended
31 December 2012 31 December 2011
Ordinary Ordimary
shares D shares Total shares D shares Totat
£°000 £'000 £'000 £7000 £°000 £'000
Income recogmsed on investments
held at fair value through profit
or loss
Bwvidend income - - - 19 - 19
Income from convertible bonds and
discounted debt 159 87 246 37 54 91
159 a7 246 o6 54 110
Income recognised on investments
held at amortised cost
Bank deposit interest 72 31 103 71 56 127
Return on Joan stock investments 697 131 828 700 101 801
769 162 931 771 157 928
928 249 1,177 B27 211 1,038

Interest income earned on impared investments at 31 December 2012 amounted to £233,000 (2011 £98,000) These investments

are all held at amortised cost
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Investment management fees

Year ended 31 December 2012 Year ended 31 December 2011
Ordmnary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £'000 £'000 £°000
Investment management fee charged
to revenue 132 a3 165 129 33 162
Investment managemaent fee charged
to capital 396 103 499 385 99 484
528 136 664 514 132 648

Further detalls of the Management agreement under which the investment management fee 1s paid are given in the Directors' report
on page 21

The Manager, Albion Ventures LLP, 1s party to a management agreement from the Company {detals disclosed on page 21 of this
report) During the year, services of a total value of £664,000 (2011 £646,000} were purchased by the Company from Albicn Ventures
LLP in respect of management fees At the financial year end, the amount due to Albion Ventures LLP disclosed as accruals was
£169,000 (2071 £162,000)

Dunng the year the Company raised new funds through the Albion VCTs Linked Top Up Offers 2011/2012 and the Albion VCTs Top
Up Offers 2012/2013 as detaled n note 15 The total cost of the issuse of these shares was 5 5 per cent of the sums subscribed Of
these costs, amounts of £6,740 and £663 respectively were paid 10 the Manager, Albion Ventures LLP in respect of recemng agent
services There were no sums outstand:ng in respect of receving agent services at the year end

Albron Ventures LLP holds 331 fractional entilement shares of the Company as a result of the conversion of C shares to Ordinary shares
In March 2007 Thase shares will be scld for the benefit of the Company at a future date

Albron Ventures LLP also holds 14,000 Ordinary shares having subscnbed for them as a result of the falure of an onginal subscnber to
pay cleared funds on inital subscription

Other expenses

Year ended 31 December 2012 Year ended 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £000 £'000 £'000
Directors’ fees (ncluding NIC) 69 18 a7 69 19 as
Other administrative expenses 85 29 124 73 23 96
Auditor's remuneration for statutory

audit services (excluding VAT) 19 5 24 17 [} 23
183 52 235 159 48 207

Directors’ fees
The amaounts paid to and on behalf of Directors dunng the year are as follows

Year ended 31 December 2012 Year ended 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total
£'000 £'000 £'000 £'000 £'000 £'000
Directors’ fees 65 17 82 64 18 82
Natonal nsurance 4 1 S 5 1 6
69 18 87 69 19 88

Further information can be found in the Directors’ remuneration report on page 30
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Tax {charge)/credit on ordinary activities

The Company's combined tax charge of £44,000 (2011 £26,000) 15 analysed between the two share dasses as follows

Year ended 31 December 2012

Year ended 31 December 2011

Revenue Capital Total Revenue Capital Total
Ordinary shares £°000 £'000 £'000 £'000 £'000 £°000
UK corporation tax in respect of
currerd year {149) 101 (48) {128) 100 (28}
UK corporation tax in respect of
prior years 17 - 17 8 - 8
(132) 101 (31) {120) 100 {20)
Factors affecting the tax charge
Year ended Year ended
31 December 2012 31 December 2011
Ordinary shares £'000 £'000
Profit on ordinary activities before taxation 1,138 1,443
Tax on profit at the standard rate of 24 5 per cent {2011 20 per cent } {279) {292)
Factors affecting the charge
Non-taxable profits 226 260
Non-taxable sncome - 4
Non-deductible expenses 4 -
Marginal relief 9 N
Adjustment in respect of pnor years 17 8
{31} (20

Year ended 31 December 2012

Year ended 31 December 2011

Revenue Capntal Total Aevenue Capital Total
D shares £'000 £'000 £'000 £'000 £'000 £'000
UK corporation tax in respect of
current year {40) 27 (13} (32) 26 (6)
Factors affecting the tax charge
Year ended Year ended
31 December 2012 31 December 2011
D shares £°000 2000
Profit on ordinary activities before taxation 550 183
Tax on profit at the standard rate of 24 5 per cent (2011 20 per cent) (135) (33)
Factors affecting the charge
Non-taxable profits 120 27
Non-deductible expenses M -
Margmnai rehiaf 3 -
(13} (6

The tax charge for the year shown in the Income statement is lower than the standard rate of corporation tax in the UK of 24 5 per
cent (2011 20 per cent) The differences are explained above

Consortium relief 1s recognised in the accounts in the pened in which the claim i1s submitted to HMRC and 1s shown as tax in respect

of pnor years
Notes

[0} Venture Capital Trusts are not subject to corporation tax on capial gainsg

(in Tax relief on expenses charged to capital has been determined by allocating tax relief to expenses by reference to the applicable
corporation tax rate and allpcating the relief between revenue and captital In accerdance with the SORP

(i}  No deferred tax asset or labilty has ansen in the year
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48 Aipion Deveivpinent VCT

Dwvidends
Year ended Year ended
31 December 2012 31 December 2011
Ordinary shares £'000 £'000
Dwidend of 2 5p per Ordinary share pad on 31 May 2011 - 776
Dnandend of 2 5p per Ordinary share paid on 30 September 2011 - 771
Dnadend of 2 Sp per Crdinary share pad on 31 May 2012 799 -
Drndend of 2 5p per Crdinary share paid on 30 September 2012 796 -
1,595 1,547
Year ended Year ended
31 December 2012 31 December 2011
D shares £'000 £'000
Dividand of 1 250 per D share pad on 31 May 2011 - 79
Dmdend of 1 25p per D share paid on 30 September 2011 - 79
Disdend of 1 75p per D share pad on 33 May 2012 11 -
Dnadend of 1 75p per D share pad on 30 September 2012 11 -
222 158

fn agdion to the dmdends summansed above, the Board has declared a first dvidend of 2 50 pence per Ordinary share and
2 50 penca per D share for the year ending 31 December 2013 This dmdend will be paid on 31 May 2013 to shareholders on tha
register as at 3 May 2013 This dwvidend totals approximately £806,000 for Ordinary shares and £159,000 for D shares

Basic and diluted return per share

Year ended 31 December 2012

Year ended 31 December 2011

Ordinary shares Revenue Caprtal Revenue Capital Total
The return per share has been basad
on the following figures
Return attributable to equity
shares (£'000) 481 626 418 1,004 1,423
Weighted average shares n 1ssue
(excluding treasury shares) 31,651,285 30,630,849
Return attributable per squity
share (pence) 150 200 140 330 470
The weighted average number of Ordinary shares 15 calcutated excluding the treasury shares of 3,428,000 (2011 3,467,396)
Year ended 31 December 2012 Year ended 31 Decembar 2011
D shares Revenue Capital Revenue Caprtal Total
The return per share has been based
on the following figures
Return attnbutable to equity
shares (£'000) 124 413 98 157
Waighted average shares in issue
{excluding treasury shares) 6,363,334 6,342,448
Return attnbutable per equity
share {pence) 190 650 160 090 250

There are no D shares held 0 treasury

There are no convertible Instruments, denvatives or contingent share agreements in Issue so basic and diluted return per share are

the same

-

FLC
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Fixed asset investments
The classification of investments by nature of instruments I1s as follows

Ordinary shares D shares
31 December 2012 31 December 2011 31 December 2012 31 Dacember 2011
£'000 £'000 £000 £'000
Investments held at fair value through profit or loss
Unqucted egurty, warrants and preference shares 5,490 5,776 1,471 1,083
Discountedt debit and convertible loan stock 3,534 1,581 1,184 1,138
9,024 7.357 2,655 2,191
Investments held at amortised cost
Unquoted loan stock 8,582 9,790 2,279 1,775
17,606 17,147 4,934 3,966
Ordmary
shares D shares Combined
£'000 £'000 £'000
Opening valuation as at 1 January 2012 17,147 3,966 21,113
Purchases at cost 3,232 784 4,016
Disposal proceeds (3.580) (286) (3.866)
Realised gains 318 - 318
Movement 1n loan stock accrued Income (50) (19) (69)
Unreaksed gains 539 489 1,028
Closing valuation as at 31 December 2012 17,606 4,934 22,540
Movement in loan stock accrued income
Opening accumulated movemnent in loan stock accrued Income 288 38 326
Movement in loan stock accrued Income (50) (19 {69)
Closing accumulated movement n loan stock accrued income
as at 31 December 2012 238 19 257
Movement in unrealised (losses)/gains
Opening accumulated unrealised {losses)/gans (3,541} 126 {3,415)
Transfer of previously unrealised losses on disposal 134 - 134
Movement in unrealised gains 539 489 1,028
Closing accumulated unrealised (losses)/gains as at
31 December 2012 {2,868} 615 (2,253)
Historic cost basis
Opening book cost 20,399 3,802 24,201
Purchases at cost 3,232 784 4,016
Sales at cost (3,396) (286) {3,682)
Closing bock cost as at 31 December 2012 20,235 4,300 24,535

The Directors betieve that the carrying value of loan stock measured at amortised cost 15 not matenafly different to fair value The
Company does not hold any assets as the result of the enforcement of secunty dunng the year, and believes that the carrying values
for bath impaired and past due assets are covered by the value of secunity held for these loan stock Investments

Additons and dispesal proceeds inciuded in the cash flow statement differ from the amounts shown in the note above, due to deferred

consideration, settlement creditors and the restructuring of nvestments

A schedule of reakisations dunng the year 1s shown on pages 12 and 13
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Fixed asset investments {continued)
The amended FRS 29 ‘Financiat Instruments Disclosures” requires the Company to disclose the valuation methods applied to its
investments measured at far value through profit or loss In a fair value hierarchy according to the following definttions

Fair value hierarchy Definrtion of vatuation method

Level 1 Unadjusted quoted (tid) prces appled

Level 2 Inputs to valuation are from cbservable sources and are directly or indirectly derved from pnces
Level 3 Inpuis to valuations not based on observable market data

Unquoted equrty, preference shares, convertible loan stock and debt 1ssued at a discount are all valued according to Level 3 valuation
methods

The Ordinary shares’ Level 3 nvestments had the following movements in the year to 31 December 2012

31 December 2012 31 December 2011

Convertible Convertible

and and

discounted discounted
Equity bonds Total Equity bonds Total
£'000 £000 £'000 £'000 £'000 £'000
Opening balance 5,776 1,581 7,357 5,199 937 6,136
Additions 976 1,320 2,296 3,128 846 3,872
Disposals {1,462) (68) {1,530) {2,586) {(525) 3,111}
Reaksed gains/(losses) 400 (63) 337 222 - 222
Debt/equity conversion 24 (24) - - - -
Transfer to current asset investments - - - (137) - (137)
Unrealised (osses)/gains (224) 793 569 (48) 314 266
Accrued loan stock interest - (5) (5) - 9 9
Closing balance 5,490 3,534 9,029 5,776 1,581 7.357

The D shares’ Level 3 investments had the folowing movements in the year to 31 December 2012

31 December 2012 31 December 2011

Convertible Convertible

and and

discounted discourted
Equity bonds Total Equity bonds Total
£000 £'000 £'000 £'000 £'00C £°000
Opening balance 1,053 1,138 2,191 530 44 574
Addtions 53 63 116 795 699 1,484
Disposals {25) - (25) - - -
Unrealised gains/(losses) 390 - 390 (272) 378 106
Accrued loan stock interest - 1N 17 - 17 17
Closing balance 1,471 1,184 2,655 1,053 1,138 2,191

Investments held at fair value through profit or loss are valued In accordance with the IPEVCV guidelinegs as follows

31 December 2012 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total
Valuation methodology £000 £'000 £'000 £'000 £'000 £°000
Cost (reviewed for impaiment) 2,760 1,233 3,993 1,529 1,715 3,244
Net asset valus supported by third
party valuation 1,154 656 1,810 1,815 412 2,227
Recent investment pnce (reviewed
for impairrnent) 96 - 96 448 - 448
Earnings muttiple 2,248 243 2,491 2,188 64 2,262
Revenue multiple 2,226 - 2,226 1,377 -~ 1,377
Agreed sale pnce/offer pnce 540 523 1,063 - - -
9,024 2,655 11,679 7,357 2,191 9,548
Aitxun Development VCT PLC
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Fixed asset investments (continued)

Full third party valuations are prepared by independent RICS qualified surveyors in full compliance with the RICS Red Book Desk top
reviews are camed out by smilarly RICS qualified surveyors by updatng previously prepared full valuations for current trading and
market indices

FRS 29 requires the Directors to consider the impact of changing one or more of the Inputs used as part of the valuation process to
reasonable pessible alternative assumptions After due consideration and noting that the valuation methodology applied to 50 per cent
of ihe Ordinary shaes’ and 91 per cent of the D shares’ Level 3 investments {by valuation) ts based on third party independent
ewdence, recent investment pnce, agreed sale pnce/oftar price and cost, the Directors believe that changes to reasonable possible
alternative assumptions for the valuation of the remainder of the portfolo could lead to a significant change in the far value of the
Ordinary shares portfolo The impact of these changes could resuft In an increase I the valuation of nvestmants by £644,000 or a
decrease In nvestments by £595,000 for the Crdinary share portiolio The Directors do not believe that changes to reasonable possible
atternative Input assumptions for the D share portfolio would have a significant impact

The Ordinary shares’ unquoted equity nstruments had the following movements between nvesiment methodologies between
31 Decemnber 2011 and 31 Dacember 2012

Value as at

31 December 2012 Explanatory
Change 1n valuaticn methodology (2011 to 2012) £'000 note
Cost (reviewed for impairment} 1o net asset value 205 Third party valuation has recently taken place
supported by third party valuation
Earnings mukiple to revenue muttiple 509 Temporary trading losses
Net asset value supported by third party valuation 11 Proceeds awaited from exit
to agreed sale prce/offer price
Revenue muttiple to agreed sale price/ofler pnce 347 Investment round has recently taken place
Cost (reviewed for impaiment) to earnings muttiple 74 Company 1s generating profits
Cost {reviewed for mpairment) to agreed sale pnce/offer pnce 182 Proceeds awaited from exit

The D shares unguoted equity instruments had the following movements between investment methodologies between 31 December
2011 and 31 December 2012

Value as at
31 December 2012 Explanatory
Change in valuation methodology (2011 to 2012) £000 note
Cast (reviewed far impairment) to earnings muttiple 35 Company 1s generating profits
Cost (reviewed for mpairment) te net asset value 144 Third party valuaticn has recently taken place
supported by third party valuation
Cast (reviewed for impairment) to agreed sale pnce/offer pnce 523 Proceeds awaited from exit

The vafuation method used will be the most appropnate valuation methodology for an investment within its market, with regard to the
financial health of the nvestment and the IPEVCV Guidelines The Directors beliave that, within thesa parameters, there are no other
possible methods of valuation which would be reascnable as at 31 December 2012

Aibion Development VCT PLC 51




Notes to the Financial Statements iconinueq

12 Swgruficant interests

The principal actmity of the Company s to select and hold a portfolio of investments in unguoted secunties Although the Company,
through the Manager, will, in some cases. be represented on the board of the portfolio company, 1t wil not take a controling interest
or become involved in the day-to-day managerment of a portfolio company The sze and structure of the companies with unquoted
securtes may result in certain holdings in the portfolio representing a parbcipating interest without there being any parinership, joint
venture or management consortium agreement

The Company has interests of greater than 20 per cent of the nominal value of any class of the aliotted shares in the portfolio
companies as at 31 December 2012, as descnbed below

Country of Prnncipal % class and % total
Company incorporation activity share type voting rights
Evalutions Group Limited Great Britain Owner and lessor 46 7% A Orcdinary 46 7%
of property
The Q Garden Company Lirnited Great Bntan (Garden centre operator 33 2% A Ordinary 16 6%
10 8% Ordinary
Consolidated PR Limited Great Britan Public retations agency 50 0% A Ordinary 217%
Albion Investment Properties Limited Great Britain QOwner of residential 48 4% A Orcinary 48 4%
property
Blackbay Limited Great Bntain Mobile data solutions 21 1% A Ordinary 74%
Masters Pharmaceuticals Limited Great Britain Internatienal specialist 21 1% A Ordinary 35%
distnbutor of
pharmaceuticals
Peakdale Molecular Limited Great Britan Researcher, processor 23 0% Ordinary 8 9%

and supplier of chemical

compounds

The investments listed above are held as part of an investment portfolio and therefore, as permitted by FRS 8, they are measured at

far value and are not accounted for using the equity method

13  Trade and other debtors and current asset nvesiments

31 December 2012

31 December 2011

Ordinary Ordinary
shares D shares Total shares D shares Total
Trade and other debtors £'000 £'000 £'000 £000 £'000 £'000
Prepayments and accrued income 24 20 44 23 23 46
UK corporation tax recenvable - - - - 7 7
Other debtors 178 60 238 78 - 78
202 80 282 101 30 131
31 December 2012 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total
Current asset investments £000 £'000 £°000 £000 £°000 £'000
Contingent future receipts on disposal
of fixed asset investments 30 - 30 137 - 137
Close Brothers Bank Linited fixed
term deposit - 500 500 - 500 500
30 500 530 137 500 637

The far value hierarchy applied to contingent future receipts on disposal of fixed asset Investments is Level 3 These recespts may not

crystallise within 12 months

The only movernants in current asset investments dunng the year was the defarred receipts on disposal of fixed asset investments
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15

Creditors amounts falling due within one year

31 December 2012 31 December 2011
Ordinary Qrdlinary
shares D shares Total shares D shares Total
£'000 £°000 £'000 £'000 £'000 £'000
Accruals and deferred Income 180 48 228 179 46 225
UK corparation tax payable 31 13 a4 30 - 30
Other creditors 76 30 106 5 2 7
287 91 37 214 48 262
Called up share capstal
31 December 2012 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total
Allotted, called up and fully
paid shares of 1 penny each
{2011 50 pence each}
Number of shares 35,678,200 6,377,976 42,056,176 33,823,795 6,352,652 40,176,447
Nominal value of allotted
shares (£°000) 357 64 41 16,912 3,176 20,088
Voting nghts (net of treasury
shares) 32,250,200 6,377,976 38,628,176 30,356,399 6,352,652 36,709,051

The Annual General Meeting on 15 June 2012, granted the Company authonity to reduce the nominal value of its shares from 50 pence
to 1 penny, and to cancel its capital redemption and share prermium reserves This was approved by the Court on 11 July 2012 The
restructunng increased the distributable reserves available to the Company for the payment of dradends, the buy-back of shares, and
for other comporate purposes The effect of these transactions were to reduce the Ordinary share caprtal by £17,327,000 and the
D share capital by £3,119,000, the Ordinary share capital redemption reserve by £2,204,000 and the Crdinary share and D share share
premium reserves by £.1,129,000 and £10,000 respectively

The Company purchased no Ordinary shares (2011 723,700 shares at a cost of £462,000) to be held n treasury dunng the year The
Company cancelled 39,396 Ordinary shares from treasury (2011 500,000), and purchased 765,436 Ordinary shares (2011 482,372)
for cancellation at a cost of £499,000 (2011 £306,000)

The Company holds a total of 3,428,000 Crdinary shares in treasury, representing @ 6 per cent of thessued Ordinary share capital as
at 31 December 2012 There are no D shares held in treasury

Under the terms of the Ordinary shares’ Dwidend Reinvestment Scheme, the following Ordinary shares wers allotted duning the year
The nomenal value as at 31 May 2012 was 50 pence per share and for 30 September 2012 was 1 panny per share

Opening

Aggregate Consideration market price

nominal recetved per share on

Number of lssue price  value of shares {net of costs)  allotment date

Date of allotment shares allotted (pence per share) £°000 £'000 {pence per share)
31 May 2012 92,099 7420 46 68 68 50
30 September 2012 79,438 7140 1 50 6475

171,537 47 118
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16.

Called up share capntal {continued)

Under the Albion VCTs Linked Top Up Offers 2011/2012 Jaunched on 1 Novernber 2011, the following Ordinary shares of 50 pence

norminal value were allotted

Opening

Aggregate Consideration market price

nominal received per share on

Number of Issue price value of ghares {net of costs) allotment date

Date of allotment shares allotted (pence per share) £'000 £°000 (pence per share)

10 January 2012 513,073 7780 257 378 63 50

20 March 2012 556,839 77 80 278 410 61.50

5 Apni 2012 853,075 7780 427 627 61.50

31 May 2012 94,974 78 50 47 kAl 68.50
2,017,961 1,009 1,486

Under the Aibion VCTs Top Up Offers 2012/2013 launched on 18 October 2012, the following Ordinary shares of 1 paenny nominal value

were allotted
Opening
Aggregate Consideration market pnce
nomunal received per share on
Number of Issue pnice  value of shares {net of costs) allotment date
Date of allotment shares allotted (pence per share) £'000 £'000 (pence per share)
19 December 2012 469,739 76 20 5 338 68 00

Under the terms of the D shares’ Dvdend Reinvestment Scheme, the following D shares were allotted dunng the year The nominal
value as at 31 May 2012 was 50 pence per share and {or 30 September 2012 was 1 penny per share

Opening

Aggregate Consideration market pnce

nominal received per share on

Number of Issue pnce  value of shares (net of costs)  allotment date

Date of allotment shares allotted (pence per share) £'000 £'000 (pence per share)

31 May 2012 12,532 93 10 7 12 92 00

30 September 2012 12,792 9295 - 9 90 00
25,324 T 21

Basic and diluted net asset values per share

31 December 2012

31 December 2011

Ordinary Ordinary
shares D shares shares D shares
(pence {pence (pence {pence
per share) per share) per share) per share)
Basic and diuted net asset values per share 74 00 o7 %0

7650 93 00

The basic and diuted net asset values per share at the year end are calculated in accordance with the Articles of Association and are
based upon total shares in 1ssue (less treasury shares) of 32,250,200 Ordinary shares (2011 30,356,399 and 6,377,976 D shares

{2011 6,352,652} as at 31 December 2012
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Analysis of changes in cash during the year

Year ended 31 Dacember 2012 Year ended 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total
€000 £'000 £1000 £'000 £'000 £'000
Qpening cash balances 5,734 1,461 7,195 4,227 4,285 8,512
Net cash flow 575 (639) {64} 1,507 (2,824) (1.317)
Closing cash balances 6,309 a22 rA Kl 5,734 1,461 7,195

Reconciliabon of revenue return on ordinary activities before tax to net cash flow from operating activites

Year ended 31 December 2012 Year ended 31 December 2011
Ordinary Ordinary
shares D shares Total shares D shares Total

£'000 £'000 £'000 £'000 £'000 £'000
Revenue return on ordinary actities
before tax 613 164 777 539 130 669
Investmert management fee charged
to capital (396) (103) {499) {385) 89) 484)
Movement in accrued amortised
loan stock interest 50 19 69 19 37) {18)
(Increase)/decrease in debtors (1) 3 2 (15) (18) (33)
Increase/(decrease) in creditors 12 6 18 (13 {2) {15)
Net cash flow from operating
activities 278 89 367 145 (26) 119

Capital and financial instruments nsk management
The Company’s capiial compnses Ordinary shares and D shares as described in note 15 The Company 1s permitted 1o buy back its
own shares for cancellation or treasury purposes, and this 1s descrnbed in moere dstal on page 23 of the Directors’ report

The Company’s financial Instruments compnse eguity and loan stock investments N unquoted companies, contingent future receipts
on disposal of fixed asset investments, cash balances, fixed term deposits, debtors and creditors which anse from its operations The
main purpose of these financial instruments 1s to generate revenue and capital appreciation for the Company’s operations The
Company has no geanng or other financial liabtlittes apant from short term creditors The Company does not use any denvatves for the
management of ts balance sheet

The pnncipal nsks ansing from the Company's operations are

[ Investment (or market) nsk (which comprises mnvestment price and cash flow interest rate nsk),
[ ] credt nsk, and

[ ] hquidity nsk

The Board regularly reviews and agrees policies for managmg each of these risks There have been no changes in the nature of the
nsks that the Company has faced dunng the past year, and apart from where noted below, thera have been no changes in the
objectives, policies or processes for managing nsks dunng the past year The key nsks are summansed below

Investment risk

As a venture capital trust, it 1s the Company's specific nature to evaluate and control the investment nsk of its portfolic IN unguoted
investments, detals of which are shown on pages 10 to 13 Investment nisk 1s the exposure of the Company to the revaluation and
devaluation of investments The main dnver of Investment nsk is the operational and financial performance of the portfolio companies
and the dynamics of market quoted comparators The Manager receves management accounts from portfolio companies, and
members of the investment managernent team often sit on the boards of ungucted portfolio companies, this enables the close
identification, montoring and managerment of nvestment nsk

The Manager and the Board formally review investment risk (which includes markst price nsk), both at the time of Initial investment and
at quarterty Board meetings

The Board monitors the pnces at which sales of investments are made to ensure that profits to the Company are maximised, and that
valuations of investments retained within the portfolio appear sufficiently prudent and realistic compared to pnces baing achiaved in the
market for sales of unquoted investments
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Capital and financial instruments nsk management (continuad)

The maximum Investment rnsk as at the balance sheet date 1s the value of the fixed asset and cument asset investment portfolo
{excluding fixed term deposits) which, for Ordinary shares 1s £17,636,000 (2011 £17,147,000} and for D shares £4,934,000 (2011
£3,966,000) Fixed asset and curreni asset nvestments {excluding fixed term deposits) form 74 per cent of the Ordinary shares’ and
79 per cent of the D shares’ net asset value as at 31 December 2012 {2011 75 per cent Ordinary shares, 67 per cent [ shares)

More details regarding the classification of fixed asset investmants ara shown in note 11

Investment price nsk

Investment pnce nsk s the nsk that the fair value of future investment cash flows will fluctuate due to factors specific to an mvestment
instrument or to a market In simular instruments  To mitigate the investment pnce nsk for the Company as a whole, the strategy of the
Company is to invest In a broad spread of industnes with approximately two-thids of the unqueted INvestments comprsing debt
securties, which, owing to the structure of ther yield and the fact that they are usually secured, have a lower level of price volatiity than
equity Detals of the industnes in which investmants have been mada are contained In the Portfolto companies section on pages 14
and 15 and in the Manager's report

The valuation method used will ba the most appropnate valuation methodoiogy for an investment wihin s market, with regard to the
financial health of the Investrnent and the IPEVCY Guidelnes

As required under FRS 29, the Board 1s required to illustrate by way of a sensitvity analysts the degree of exposure to market nsk The
Board considers that the value of the fixed asset and cument asset investment portfalio 1S sensitve to a 10 per cent change based on
the current economic chmate The impact of a 10 per cent change has been selected as this 18 considered reasonable given the current
level of volatiity observed both on a historical basis and future expectations

The sensitmty of a 10 per cent (2011 10 per cent) increase or decrease In the valuation of the fixed asset and current asset
nvestments (excluding fixed term deposits) {keeping all other vanables constant) would increase or decrease the net asset value and
return for the year of Ordinary shares by £1,764,000 (2011 £1,715,000) and £493,000 (2011 £397,000) for the D shares

Cash flow interest rate nsk

It 1s the Company's policy to accept a degree of Interest rate nsk on its financral assets through the effect of interest rate changes On
the basis of the Company's analysss, It 1s estimated that a nse of half a percentage point in all iInterest rates would be iImmatenal due
to the level of fixed rate loan stock held within the portfolio On the basis of the Company's analysis, it 15 considered that further falls in
nterest rates would not have a significant mmpact

The weighted average interest rate applied to the Company's fixed rate assets dunng the year was approximately 5 9 per cent for the
Ordinary shares (2011 6 7 per cent } and 7 8 per cent for the D shares (2011 8 3 per cent )

The weighted average penod to maturity for the fixed rate assets I1s approximatety 4 3 years (2011 3 0 years) for Ordinary shares and
7 5 years for D shares (2011 9 1 years)

The Company's financial agsets and liabiities, all denominated n pounds sterling, consist of the followng

Ordmary shares

31 December 2012 31 December 2011
Non- Non-
Fixed Floating mmterest Fixed Floating interest
rate rate bearing Total rate rate beanng Total
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Unquoted equity,
warrants and
preference shares - - 5,490 5,490 - - 5,776 5,776
Convertible and
discounted bonds 3,168 - 366 3,534 1,243 - 338 1,581
Unquoted loan
stock 8,436 146 - 8,582 9,623 136 31 9,790
Debtors* - - 178 178 - - 78 78
Current asset
Investments - - ao 30 - - 137 137
Current liabilites” - - (256) {256) - - {183} (183)
Cash 5,907 402 - 6,309 3,686 2,048 - 5,734
17,511 548 5,808 23,867 14,552 2,184 6,177 22,913
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Capital and financial instruments nsk management (contimued)

D shares
31 December 2012 31 December 2011
Non- Non-
Fixed Floating Interest Fixed Fioating interest
rate rate bearing Total rate ralg beanng Total
£'000 £7000 £'000 £'000 £000 £'000 £'000 £'000
Unquoted equrty,
warrants and
preference shares - - 1,471 1,471 - - 1,053 1,083
Discounted debt
and convertible
bonds 1,195 - - 1,195 1,138 - - 3,138
Unquoted loan
stock 2,268 - - 2,268 - - 1,775 1,775
Debtors* - 60 - 60 - - - -
Current asset
investments 500 - - 500 500 - - 500
Current labilmes* - - (78) {78) - - {47) (47)
Cash 682 140 - 822 1,067 394 - 1,461
4,645 200 1,393 6,238 2,705 394 2,781 5,880

“The debtors and current labikties do not reconcile to the balance sheets as prepayments and tax payable are not ncluded in the above
tables

Credit nsk

Crechit nsk is the nsk that the counterparty to a financial instrument will fail to discharge an obligation & commitment that it has entered
o with the Company The Company ts exposed to credit nsk through its debtors, investment tn unguoted loan stock, and through
the holding of cash on deposit with banks

The Manager evaluates credit nsk on loan stock and other simitar instruments pnor to investment, and as part of its ongoing monitonng
of mvestments In doing this, it takes into account the extent and qualty of any secunty held Typically loan stock instruments have a
first fixed charge or a fixed and floating charge aver the assets of the portfolic company 1n order to mitigate the gross credit nsk The
Manager receves management accounts from portfollo companies, and members of the investment management team often sit on
the boards of unquoted portfolio companies, this enables the close identification, monitonng and management of Investrment-specific
cradit nsk

Bank deposrts are held with banks which have a Moody's credit rating of at least 'A" Fhe Company has an informal policy of imiting
counterparty banking exposure to a maximum of 20 per cent of net asset value for any one counterparty

The Manager and the Board formally review credit nsk (including debtors) and cther nsks, both at the tme of intial Investment and at
quarterly Board meetings

The Company's total gross credit nsk for Ordinary shares at 31 December 2012 was imited to £12,116,000 2011 £11,371,000) of
unquoted loan stock Instruments (all are secured on the assets of the portfolio company) and £6,309,000 (2041 £5,734,000) of cash
deposits with banks

The Company's total gross credit nsk for D shares at 31 December 2012 was Imited to £3,463,000 (2011 £2,813,000) of unquoted
lcan stock instruments {all are secured on the assets of the portfolio company) and £1,322,000 (2011 £1,961,000) of cash and fixed
term deposits with banks

As at the balance sheet date, the cash and fixed term deposits held by the Company are held with Loyds TSB Bank pic, Close Brothers
Bank Limited, Scottish Widows Bank plc (part of Lioyds Banking Group Plc), Barclays Bank plc and National Westminster Bank ple
Credtt nsk on cash trarsactions 1s miigated by transacting with counterparties that are regulated entities subject to prudential
supervision, with high credit ratings assigned by international credit-rating agencies

The credrt profile of unquoted loan stock 1s descnbed under iquidity nsk shown below
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Capital and financial instruments risk management {continued)
The Crdinary shares' cost, impairment and carrying value of impaired loan stocks as at 31 December 2012 and 31 December 2011
are as follows

31 December 2012 31 December 2011
Carrying Carrying
Cost  Impairment value Cost Impairment value
Ordinary shares £000 £'000 £'000 £°000 £'000 £'000
Impaired lcan stock 4,803 {1,724) 3,079 4,200 1,711) 2,489

There are no iImpared loan stock instrumenits for D shares

Impaired loan stock instruments have a first fixed charge or a fixed and floating charge over the assets of the portfolio company and
the Board considar the secunty value approximates to the camying value

Liquidity nsk

bLiquid 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 to borrow up to 10 per cent of its adjusted caprtal and reserves of the latest published audited
balance shest, which amounts to £2,914,000 (2011 £2,790,000) as at 31 December 2012

The Company had no committed borrowing faciities as at 31 Decernber 2012 (2011 nil) and the Company had cash and fixed term
deposit batances of £7,631,000 (2011 £7 635,000) The ma:n cash cutflows are for new investments, buy-back of shares and dwdend
payrnents, which are within the control of the Company The Manager formally reviews the cash requrements of the Company on a
monthly basts, and the Board on a quarterly basis, as part of its rewew of management accounts and forecasts All of the Company’s
financial habilties are short term in nature and total £378,000 (2011 £262,000)

The carrying value of Crdinary shares’ loan stock investments at 31 December 2012, analysed by expected matunty dates 15 as follows

Fully
performing Impaired Past due Total
Redemption date £'000 £'000 £'000 £'000
Less than one year 523 1,477 1,811 3811
-2 years 1,186 1,415 322 2,923
2-3 years 328 58 165 551
3-5 years 1,650 129 517 2,296
Greater than 5 years 1,922 - 613 2,535
5,609 3,079 3,428 12,116

The carrying value of Ordinary shares' loan stock investmenis at 31 Dacember 2011, analysed by expected maturity dates s as follows

Fulby

performing Impatred Past due Total
Redemption date 2000 £°000 £'000 £'000
Less than one year 741 380 959 2,090
1-2 years 1,806 664 1,432 3,902
2-3 years 1,008 1,388 184 2,580
3-5 years 1,605 47 362 2,014
Greater than 5 years 6687 - 118 785

5,827 2,489 3,055 11,371
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Capntal and financial instruments risk management (continued)
The carrying value of D shares' loan stock investments at 31 December 2012, anatysed by expected matunty dates s as follows

Fully
performing Impaired Past due Total
Redemption date £°000 £'000 £'000 £'000
Less than one year - - - -
1-2 years - - - -
2-3 years 833 - 442 1,275
3-5 years 442 - 838 1,280
Greater than 5 years 208 - - 908
2,183 - 1,280 3,463

The carrying value of D shares’ loan stock investments at 31 December 2011, analysed by expected matunty dates 1s as follows

Fulty

performming Impaired Past due Total

Redemption date £°000 £'000 £'000 £'000
Less than one year - - - -
1-2 years - - - -
2-3 years 1,015 - 209 1,224
3-5 years 449 - N7 766
Greater than 5 years 608 - 315 923
2,072 - 841 2,913

Loan stock categonsed as past due for the Ordinary shares includes

. loan stock valued at £2,744,000 yielding an average 7 5 per cent which has some Interest past due by less than 12 months,

. Ioan stock valued at £248,000 yelding 9 5 per cent which has some interest past due by greater than 12 months but less than
2 years,

. loan stock valued at £436,000 yieldng an average 15 7 per cent which has capital past due by greater than 12 months but less
than 2 years

Loan stock categonsed as past due for the D shares includes,

. loan stock valued at £1,204,000 yielding an average 8 3 per cent which has some interest past due by less than 12 months,

. loan stock valued at £76,000 yelding 9 5 per cent which has some interest past due by greater than 12 months but less than

2 years

In view of the availlability of adequate cash balances and the repayment profile of loan stock investments, the Beard considers that the
Company 1s subject to low lquidity risk

Fair values of financial assets and financial habilities

All of the Company's financial assets and labirites as at 31 December 2012 are stated at far value as deterrmined by the Directors, with
the exception of loans and recevables included within investments, cash, fixed term deposits, debtors and creditors, which are
measured at amortised cost, as permitted by FRS 26 in the opinion of the Directars, the amortised cost of loan stock I1s not matenally
different to the far value There are no financial hiabdities other than creditors The Company’s financial liabilities are all non-interest
beanng It 1s the Directors’ opmion that the book value of the financial labiities 1s not matanally different from the fair value and all are
payable within one year, and that the Compary 1s subject to low financial nsk as a result of having nit geanng and positve cash
balances

Contingencies and commitments
The Company had the following financial comimitments in respect of investments

. Dragon Hydro Limited, £157,000,
. Dysis Medical Lmited, £16,000, and
. Proveca Limited, £477,000
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Post balance sheet events
Since the year end, the Company had the following matenal investment transactions

MyMedséMe Limited, £235,000

Dragon Hydro Limited, £27,000

The Q Garden Company Limited, £17,000

Dysis Medical Lirmited, £16,000

Rostima Holdings Limited, £8,000

Mr-Pay Limited, £35,000

Cash of £1,606,000 receved from the disposal of Nelson House Hospital Lmited

Related party transactions
There are no related party transactions or balances requinng disclosure




Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the annual general meeting of Albion Development VCT PLC (the “Company”) will be held
at the Crty of London Club, 19 Old Broad Street, London, EC2N 1DS on 6 June 2013 at 11am for the following purposes

To consider and, f thought fit, to pass the following resolutions, of which numbers 1 to 7 will be proposed as ordinary
resolutions and numbers 8 to 10 as special resolutions

Ordinary Business

9

6

To recerve and adopt the Company’s accounts for the year ended 31 December 2012 together with the report of the
Directors and Auditors

To approve the Directors' remuneration report for the year ended 31 December 2012
To re-elect Geofirey Vero as a Director of the Company
To re-elect Jonathan Thomton as a Director of the Company

To appoint BDO LLP as Audttor of the Company In accordance with section 488 of the Companies Act 2008, until the
conclusion of the next general mesting of the Company at which audited accounts are to be lard before members

To authonse the Directors to agree the Auditor’s remuneration

Special Business

7

That the Directors be generally and unconditionally authorised in accordance with section 551 of the Companies Act
2008 (the “Act”) to allot shares in the Company up to an aggregate nominal amount of £35,678 for Ordinary shares and
£6,378 for D shares, provided that this authonty shall expire 18 months from the date that this resolution 1s passed, or,
if earher, the conclusion of the next annual general meeting of the Company but so that the Company may, before such
expiry, make an offer or agreement which would or might require shares to be allotted or nghts to subscnbe for or
convert secunties into shares to be granted after such expiry and the Directors may allet shares or grant nghts to
subscribe for or convert secunties into shares pursuant to such an offer or agreement as if this authonty had not expired

That, subject to and conditional on the passing of resolution number 7, the Directors be empowered, pursuant to section
570 of the Act, to allot equity secunties (within the meaning of section 580 of the Act) for cash pursuant to the authority
conferred by resolution number 7 as if section 561(1) of the Act did not apply to any such allotment, provided that this
power shall be imited to the allotment of equity securities

(8) In connection with an offer of such secunties by way of nghts 1ssue,

(b) in connection with any Dnidend Reinvestmant Scheme introduced and operated by the Company,

{c} In connection with the Albion VCTs Top Up Offers 2012/2013 and similar top up offers, and

{d) otherwise than pursuant to paragraphs (a) to (c) above, up to an aggregate nominal amount of £35,678 for

Ordinary shares and £6,378 for D shares

provided that this authority shall expire 18 months from the date that this resolution 1s passed, or, if eardier, the conclusion
of the next annual general meeting of the Company, 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
equrty securties in pursuance of any such offer or agreement as if the power had not expired
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In this resolution, “nghts 1ssue™ means an offer of equity secunties open for acceptance for a penod fixed by the Directors
to holders on the register on a fixed record date in proportion as nearly as may be to ther respective holdings, but
subject to such exclusions or other arrangements as the Directors may deem necessary or expedient to deal with any
fractional entitlements 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 n relation to a sale of shares which 1s an allotment of equity securities by wirtue of section 560(2)(b)
of the Act as if in the first paragraph of the resolution the words “pursuant to the authority conferred by resolution number
7" were omitted

9  That, the Company be generally and uncondittonally authonsed to make market purchases {within the meaning of
Section 693(4) of the Act) of Ordinary shares and D shares of 1 penny 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 n section 727 of the Act, provided that

(8 the maxmum number of shares hereby authonsed to be purchased I1s 5,348,162 Ordinary shares and 956,058
D shares, equal to 14 99 per cent of the shares in 15sue,

(b} the minimum price, exclusive of any expenses, which may be paid for an Ordinary share or a D share 1s 1 penny,

(¢} the maxmum price, exclusive of any expenses, which may be pad for each QOrdinary or D share 15 an amount
equal to the fugher of (a) 105 per cent of the average of the middle market quotations for an Ordinary share, as
denved from the London Stock Exchange Daily Official List, for the five business days immediately preceding the
day on which the Ordinary share 1s purchased, and (b) the amount stipulated by Article 5(1) of the Buy-back and
Stabillsation Regulation 2003,

() the authorty hereby conferred shall, unless previously revoked or vaned, expire at the end of the next Annual
General Meeting, or 6 December 2014, whichever 1s earlier, and

{e) the Company may make a contract ¢or contracts to purchase Crdinary or D shares under this authonty before the
expiry of the authonty which will or may be executed wholly or partly after the expiry of the authortty, and may make
a purchase of shares in pursuance of any such contract or contracts

Under the Companies (Acguisition of Own Shares) (Treasury Shares) Regulations 2003 (the “Regulations”), Qrdinary 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 authorty sought by this special resolution number 915 intended to apply equally to shares
to be held by the Company as treasury shares in accordance with the Regulations

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

BY ORDER OF OABD

Albion VenturesTtP e&”
Company Secretary
Registered office

1 King's Arms Yard

London EC2R 7AF
4 Apnl 2013

Registered in England and Wales with number 03654040
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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 exercise these nghts In their place at the meeting A member may appoint more than one proxy, provided
that each proxy 1s appointed to exercise the nghts attached to different shares Proxies may only be appointed by

. completing and returming the Form of Proxy enclosed with this Notice to Computershare Investor Services PLC, The Pawilion,
Bridgwater Road, Bristol, BS89 6ZY,

. going to www eproxyappointment com and following the instructions prowvided there, or

. by having an appropriate CREST message transmitted, ff you are a user of the CREST systern (ncluding CREST personal
members)

Return of the Form of Proxy will not preclude a member from attending the meeting and voting in perscn A member may not use any
electronic address prowided In 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 be completed In accordance with the instructions and receved by the Registrars of the
Company by 11am on 4 June 2013

Any person to whom this Notice 1s sent who 1s a persen neminated under section 146 of the Cormpanies Act 2006 {'the Act’) to enjoy
information nghts {a “Nominated Person™) may, under an agreement between him or her and the member by whom he or she was
nominated, have a nght to be appointed (or to have someone else appointed) as a proxy for the AGM If a Nominated Person has no
such proxy appointment right or does not wish to exercise it, he or she may, under any such agreement, have a nght to give Instructions
to the member as to the exercise of voting rights  The statement of nghts of members in relation to the appointment of proxies In note
1 above does nat apply to Nominated Persons The nghts descnibed in that note can only be exercised by members of the Company

To be entitled to attend and vote at the AGM {and for the pumpose of the determination by the Company of the votes they may cast),
members must be registered in the register of members of the Company at 11am on 4 June 2013 (or, n the avent of any adjournment,
on the date which s two days before the time of the adjourned meeting) Changes to the register of mermbers after the relevant deadline
shall be disregarded in determining the nights of any person to attend and vote at the meeting

CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so for this
AGM and any adjournment{s) by using the procedures descnbed in the CREST Manual CREST persona! members or other CREST
sponsored members, and those CREST members who have appointed a voting service provider(s), should refer to thewr CREST
sponsor or voting service provider{s}, who will be able to take the appropriate action on therr behalf

In order for a proxy appointment or instruction made using the CREST service to be valid, the approprate CREST message (a “CREST
Proxy Instruction”) must be property authenticated n accordance with Euroctear UK and Ireland Limited'’s specifications and must
contain the information required for such nstructicn, as descnbed in the CREST Manual {avalable via www euroclear com/CREST) The
message, regardless of whether @t constitutes the appointment of a proxy or 1s an amendment to the nstruction given to a previously
appainted proxy must, In order to be valid, be transmitted so as to be received by the 1ssuer's agent by 11am 4 June 2013 For this
purpose, the time of receipt will be taken to be the trme {as determined by the tme stamp applied to the message by the CREST
Application Host) from which the 1ssuer's agent is able to retneve the message by enquiy to CREST in the manner prescribed by
CREST After this time any change of instruchons to proxies appointed through CREST should be communicated to the appointee
through other means

CREST members and, where applicable, their CREST sponsors or voting service providers should note that Euroclear UK and Ireland
Limited does not make avallable special procedures in CREST for any particular message Normal system timings and lmitations wll,
therefore, apply in relation to the input of CREST Proxy Instructions !t 1s the responsibility of the CREST member concerned to take
{or, if the CREST member 1s a CREST personal member or sponsored member or has appointed a voting service provider, to procure
that his CREST sponser or voling service provider(s) take(s)) such action as shall be necessary to enswe that a message Is transmitted
by means of the CREST system by any particular time In this cennection, CREST members and, where applicable, thewr CREST
Sponsors or voting service providers are referred, n particutar, to those sections of the CREST Manual congerning practical hmitattons
of the CREST system and timings

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the Uncertficated
Securies Regulations 2001

Any corporation: which 1s a member can appeint one or more corporate representatives who may exercise on its behalf all of its powers
as a member provided that they do not do so In relation to the same shares

A copy of this Notice, and other information regarding the meeting, as required by section 311A of the Act, is avadable from
www albicn-ventures co uk, Our Funds, Albion Development VCT PLC

Any member attending the meeting has the nght to ask questions The Company must cause to be answered any such question
relating to the business being dealt with at the meeting but no such answer need be given 1f (a) to do se would interfere unduly with
the preparation for the meeting or iInvolve the disclosure of confidential Information, {o) the answer has aready been given on a wabsite
in the form of an answer to a question, or {c) it 1s undesirable In the interests of the Company or the good order of the meeting that the
question be answered
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8 As at 4 Apnl 2013 (being the latest practicable date prior to the publication of this Notice), the Company’s 1ssued share capital consists
of 35,678,200 Ordinary shares and 6,377,976 [t shares with a nominal value of 1 penny each The Company halds 3,428,000 Ordinary
shares In treasury At that date, the total voting nghts of the Ordinary share class were 32,250,200 and for D shares were 6,377,976
The total voting nghts for the Company were 38,628,176

2] Members satisfying the threshoids in Section 338 of the Companies Act 2006 may reguire the Company to give, to members of the
Company entitled to racetve notice of the AGM, notice of a resolution which those members intend to move (and which may properly
be moved) at the AGM A resolution may properfy be moved at the AGM unless (i} it would, ff passed, be ineffective (whather by reason
of any inconsistency with any enactment of the Company’s constitution or atherwise), (i) it 1s delamatory of any person, or {ii) & 15
frvolous or vexatious The business which may be dealt with at the AGM includes a resolution arcutated pursuant to this nght A
request made pursuant to this nght may be in hard copy or electronic form, must identfy the resotution of which notice 1s to be gven,
must be authenticated by the person(s) making it and must be receved by the Company not later than 6 weeks before the date of the
AGM

10 Members satistying the thresholds in Section 388A of the Companies Act 2006 may request the Company to include in the business
to be dealt with at the AGM any matter {other than a proposed resolution) which may property be included in the business at the AGM

A matter may properly be included in the business at the AGM unless () it 15 defamatory of any person or (i} it I1s fvolous or vexatious A
request made pursuant to this nght may be in hard copy or electroric form, must identify the matter to be included in the business, must be
accompanied by a staternent setting out the grounds for the request, must be authenticated by the person(s) making it and must be receved
by the Company not later than 6 weeks before the date of the AGM
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