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ProVen VCT plc '

Principal Investment Objectives

e to achieve a total return significantly greater than that available from
direct investment in quoted businesses by investing in a portfolio of
carefully selected smaller companies with excellent growth prospects;

e to minimise the risk of each investment and the portfolio as a whole;

and

¢ to obtain and maintain VCT status in order to secure the substantial tax
benefits available for investment in a VCT.

Financial Highlights

162.5p

Ordinary Share net asset value total return
per share since launch {net asset value at 28 February 2011 plus
cumulative dividends paid)

9.2p

Average annual Ordinary Share dividends

paid since launch

81.6p

‘C" Share net asset value total return
per share since launch {net asset value at 28 February 2011 plus
cumulative dividends paid)

1.0p

Average annual ‘C’' Share dividends

paid since launch

90.0p

‘D’ Share net asset value total return
per share since launch {net asset value at 28 February 2011 - No ‘D’
Share dividends paid to date)




Fund Overview

Financial summary

Ordinary Shares ‘C’ Shares ‘D’ Shares
As at 28 February 2011 2010 2011 2010 2011 2010
pence pence pence pence  pence  pence
Net asset value per share 610 548 76 8 755 900 922
Dividends paid since launch 1015 934 48 48 - -

Total return {net asset value plus dividends paid since launch) 1625 1482 816 803 900 922

Year on year change in
VCT total return 9 6% 16% -2 4%
FTSE All Share Index total return 17 0% 17 0% 17 0%

Shareholder investment and returns analysis

The chart below shows the original subscription price, net cost after tax (assuming full income tax rehef at the rate
ruling at the time of the investment), and total return (net asset value and dividends paid) for each share class and tax
year fundraising, as at 28 February 2011 Funds raised under the Offer open at 28 February 2011 are excluded as no
shares had been 1ssued The Ordinary Share funds raised in 2005/2006 were 1ssued at either 108 15p per share, prior
to 13 May 2005, or 112 91p per share, after 13 May 2005 No account has been taken of the possible benefit of any
capital gains tax deferral (available for new investments up to and including tax year 2003/2004} or of additional
shares that may have been available through early bird or financial intermediary discounts




Chairman’s Statement
| am pleased to present the Annual Report for ProVen VCT plc for the year ended 28 February 2011

The year, to 28 February 2011, saw the formation of a coalition government in the UK which has instigated an
austerity programme aimed at improving the UK’s budget deficit position International events have been no less
important ol and commodity price inflation, political and social unrest in the Midd!e East and North Africa and
Japan’s earthquake and tsunami, all impact, directly or indirectly, on the UK consumer

Against this unsettled background, the Company’s Ordinary Share pool still saw an uplift in net asset value per share
{"NAV”} over the year, produced by strong performances by a number of portfolic companies along with one highly
profitable disposal The ‘D’ Share pool made a number of new investments as it started to build its investment
partfolio

Net asset value

Ordinary Shares

At 28 February 2011, the Company’s Ordinary Share NAV stood at 61 Op per share This represents an increase of
14 2p or 25 9% since 28 February 2010 after adjusting for the dividends of 8 Op which were paid during the year
The total return (NAV plus dividends paid to date} to Ordinary Shareholders that invested at the Company’s
launch now stands at 162 5p per Ordinary Share, equivalent to an IRR of & 1% per annum

‘C' Shares

The NAV of the Company’s ‘C’ Shares stood at 76 8p at 28 February 2011, an increase of 1 3p or 1 6% since 28
February 2010 The total return (NAV plus dividends paid to date) to ‘C’ Shareholders that invested at the launch
of the ‘'C’ Share pool now stands at 81 6p per share No dividends were pard to ‘C’ Shareholders during the year

‘D’ Shares

The NAV of the Company's ‘D’ Shares stood at 90 Op at 28 February 2011, a decrease of 2 2p or 2 4% since 28
February 2010 No dividends have been paid to ‘D’ Shareholders to date The fall in NAV reflects the fact that
uninvested cash produces insufficient income to cover running costs and most recent investments are still valued at
original cost

Portfolio activity and vatuation

Ordinary Share pool

The Ordinary Share pool is largely fully invested and consequently had a modest level of investment activity during
the year However, it did realise a substanttal gain on the disposal of Saffron Media Group Limited, exiting at more
than five times the value of the original investment, which 1s reflected in the increase in NAV

The Board reviewed the valuations of the ungquoted investments at the year end which praduced a net unrealhsed
gamn for the year of £1 8 milhon Further details are provided in the Investment Manager’s Review and the Review of
Investments

'C’ Share pool
The ‘'C’ Share poo! made seven new and two follow on investments during the year at a total cost of £1 9 million

The Board similarly reviewed the valuations of the unquoted investments in the ‘'C’ Share portfolio at the year end
The net unreahised gain for the year was £1 0 million for the year

‘D’ Share pool
The ‘D’ Share pool made seven new investments during the year at a total cost of £1 7 milion  All investments
continue to be valued at levels equal to cost, with one exception, where a smalt proviston has heen made

Further details are provided in the Investment Manager’s Review and the Review of Investments !
i




Results and dividends
The total return on ordinary activities for the year was as follows

Revenue Capital Total

£'000 £'000 £'000
Ordinary Shares L 460 3141 3,601
'C' Shares ) _ e 1 183 184
‘D'Shares L (43) (203) {246)
418 3,121 3,539

On 27 August 2010, the Company paid a final dividend in respect of the year ended 28 February 2010 of 8 Op per
Ordinary Share (2010 1 Op per Ordinary Share)

The Board has declared an interim dividend in respect of the year ended 28 February 2011 of 6 25p per Ordinary
Share, payable on 29 July 2011 to Ordinary Shareholders on the register at 3 June 2011 The Board 15 not proposing to
pay final dividends in respect of any share class for the year ended 28 February 2011

Dividend questionnaire

At Shareholder meetings, and on other occasions, a number of Shareholders have asked about the Company’s
dividend policy When the Company first began to make substantial profits on the realisation of investments, it was
the Board’s policy to pay most of these profits to Shareholders as dividends The Company also took the opportunity
to absorb investment losses into distributable reserves created from the cancellation of share premium accounts in
order to maximise the dividends paid under this policy This approach was thought to be beneficial to all Shareholders
because the absence of a well-established secondary market for VCT shareholders means that dividends are an
effective way to generate cash returns to all investors, without investors having to sell shares at a discount to net
asset value Additionally, Shareholders who took advantage of deferral rehief on capital gains that was available on
VCT subscriptions prior to 5 April 2004 potentially face crystallising a significant tax charge if they wish to dispose of
some or all of their shares

More recently the Board has sought to provide a more regular dividend stream to Shareholders but they are still paid
fram gross realised gains without necessarily offsetting realised losses and all other costs The consequence of the
dividend payments 1s therefore that, for most Ordinary Shareholders, the NAV has fallen below the mitial subscription
price of the shares The Company’s performance incentive scheme, set out in more detail in the Directors’ Report on
page 27, pays incentive fees based on dividends paid to Shareholders, provided certain hurdles are achieved In
respect of dividends paid out of realisations from the Ordinary Share pool, these hurdles have been met because
hustorically the Ordinary Share pool has been very successful The Manager therefore currently receives an incentive
on all dividends paid from realisations from this pool, although the fall in net asset value after the dividend payment
means that its management fee 1s reduced

In order to try to gauge Shareholders’ views on dividend policy, | have arranged for a questionnaire to be prepared
The questionnaire asks a small number of questions related to dividends and should give the Board an indication of
whether Shareholders would prefer the Company to continue with the same policy or for a different approach to be
considered The questionnaire is being sent with the Annual Report and | would be very grateful if you would take a
few minutes to complete it and return it in the envelope provided

New fundraisings

The Linked ‘D’ Share Offer launched with ProVen Growth and Income VCT plc in November 2009 and closed on 29
October 2010 having raised a total of approximately £2 6 million for the Company The Company also undertook a
smail Ordinary Share Top-Up Offer at the sarme time with ProVen Growth and Income VCT plc and Proven Health VCT
plc which raised £0 7 million

On 11 January 2011, the Company launched a further Ordinary Share Top-Up Offer seeking to raise up to
appraximately £1 5 million | am pleased to report that the offer has now closed after being fully subscribed

Share buybacks
In order to ensure hquidity in the market in the Company’s shares, the Company has operated a policy of buying in its
own shares that become available in the market




Chairman’s Statement (continued)

Share buybacks (continued)

During the year, the Company repurchased 524,829 Ordinary Shares for cancellation at an average price of 47 4p per
share, 56,375 ‘C’ Shares for cancellation at an average price of 66 8p per share and 55,698 ‘D’ Shares for cancellation
at an average pnice of 91 Op per share

The Board intends to continue to make purchases of 1ts shares when they become available in the market and has a
current policy of purchasing Ordinary Shares and 'C’ Shares at a price equivalent to a 10% discount to the latest
published NAV and at a 5% discount in respect of ‘D’ Shares in accordance with the policies set out in the relevant
prospectuses

A special resalution to allow the Board to continue to purchase shares for cancellation will be proposed at the
forthcoming AGM

Annual General Meeting

The Annual General Meeting {“AGM”) of the Company will be held in The Forest Room at The Hospita! Club, 24 Endell
Street, Covent Garden, London WC2H 9HQ at 10 30 a m on 24 August 2011 Notice of the meeting 1s at the end of
this document

Four items of special business will be proposed at the AGM, one resolution in respect of share buybacks, cne
resolution amending the Articles of Association (as described in the Report of the Directors) and two resclutions in
connection with authonity for the Directors to allot shares

Shareholder event

I would like to draw Shareholders’ attention to Proven VCT's annual shareholder presentation which will be held on
Wednesday 2 November 2011 at the Royal Institute of British Architects, 66 Portland Place, London W1B 1AD This
provides Shareholders with an opporturuty to meet the Investment Manager and, additionally, to hear directly from
some of the portfolio companies and to meet other VCT shareholders A formal invitation will be sent to Sharehoiders
shortly The corresponding event in 2010 was very successful and | look forward to welcoming you to this year's
event

Outlook

The performance of the QOrdinary Share pool over the year has further demonstrated the rewards that can be
delivered by investments in certain niche sectors as they mature The new media sector 1s one in which the Company
has a reasonable leve! of exposure and one where the Manager has a significant amaunt of experience Although the
ecenomic outlook remains uncertain and some portfolio companies will continue to face many challenges presented
by the recession, others operate in sectors which are not so directly affected by the general economic conditions or
have heen resilient enough to continue to make progress We believe these give the Ordinary Share pool the
potential to deliver further good returns to Shareholders

Although the 'C’ Share pool has suffered some early losses and the investments are generally less mature than those
in the Ordinary Share poal, there 1s hope that the fall in NAV will be made up in the future

The 'D’ Share pertfoho ts still in the early stages of being built and we expect to see a significant level of new
investment activity over the forthcoming year The Manager reports reasonably strong dealflow and the ongoing lack
of appetite by the banks to lend to small businesses 1s likely to continue to produce additional opportunities  As with
the Ordinary Share pool, the Board believes that a balanced portfolio with a reasonable level of exposure to quality
young businesses in the new media and similar sectors can, in the medium-term, produce healthy returns to
investors

Looking further ahead, in line with the plans set out at the launch of the ‘C’ Shares, the Company intends to
undertake a partial tender offer in respect of the “C’ Shares in the first half of 2012 Following this, the Ordinary Share
pool and ‘C’ Share pool will be merged The Board will provide further details nearer the time

Andrew Davison -
Chairman M
30 June 2011
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Investment Manager’'s Review

Introduction
Beringea 1s a specialist venture capital management company, which has been established for 25 years and manages

over $400m in the UK and the USA In the UK, Beringea has a dedicated team focused on managing £85m across four
VCTs Proven VCT plc has been managed by Beringea since 1ts inception in 2000

The Company currently has three share classes Ordinary Shares, ‘C’ Shares and ‘D’ Shares The share pools are
initially kept as separate pools of assets The Ordinary Share and ‘C’ Share pools are due to merge in 2012 following a
partial tender offer to ‘C’ Sharehotders, the ‘D’ Shares wilt continue as a separate pool

Beringea’'s investment approach
We endeavour to give Shareholders an investment in a diverse portfolio of privately held businesses led by
entrepreneurial management that are likely to achieve above average returns

In evaluating suitable businesses, we seek to mitigate risk and improve the prospect of higher returns by investing :n
established and growing businesses in sectors where there will be above market average spend Such businesses will
typically have “best in class” traits and the expectation to ultimately attract a substanttal premium on exit

Finding such businesses and helping them prosper and deliver a successful return for investors are the key challenges
for Beringea We do this by nurtuning our own talented investment team who each have strong and specific sector
expertise, a good network of deal-flow providers and a proven track record of investment success across the UK and
the USA

We hope you will be able to join us at the Shareholder event on Wednesday 2 November 2011 as mentioned in the
Chairman’s Statement, where we hope to demonstrate our investment approach and give you the opportunity to
meet and question both the investment team and CEQs of VCT portfolio companies

Review of the year

The Company’s investment rate increased during the year with a total of £4 6 million (2010 £3 0 million) being
invested across the three share poals, iIncluding £3 4 million 1n six Investments that were new to the portfolio In
addition, we were also very pleased to realise the Ordinary Share poo!’s investment in Saffron Media Group,
generating a gross return of £2 8 mithon, or more than five times the original investment cost, in less than four years

Ordinary Share pool - portfolic activity and valuation

At 28 February 2011, the Company’s Ordinary Share investment portfolio compnsed holdings in 16 companies, of
which 13 were unquoted and three quoted, at a valuation of £11 0 million and onginal acquisition cost of £10 4
million !n addition, the Ordinary Share pool had cash and liquidity funds of £4 9 million, £2 4 milhon of this resuiting
from the sale of Saffron shortly before the year end

The Ordinary Share pool 15 largely fully invested but one new investment in healthy eating chain, Tossed, was made
early in the Company’s financial year and a further £0 5 million was invested in Espresso, Overtis and Campden

Media Espresso continues to account for a significant proportion of the Ordinary Share venture capital portfolio (30%
by value) and 1s performing well, particularly in the US market which 1t 1s targeting alongside partner Defined Learning
Inc Good progress was also made across a number of other companies including Think, Donatantonio and Fjordnet

The highlight for the Ordinary Share portfolic was, however, the disposal of Saffron Media Group Saffron, a
developer of video delivery platforms was sold to global smartphone producer HTC of Taiwan The Company invested
£480,000 in Saffron in 2007, alongside ProVen Growth and Income VCT, generating a gross return of more than five
times cost

‘'C’ Share pool - portfolio activity and valuation

At 28 February 2011, the Company’s ‘C’ Share investment portfolio comprised holdings in 19 unquoted companies at
a valuation of £8 8 million and original acquisition cost of £7 8 million In addition, the ‘'C’ Share pool had cash and
hquidity funds of £2 3 million



Investment Manager's Review (continued)

The ‘C’ Share pool made snvestments of £1 9 million during the year including £1 4 million 1n six new investments
These investments included Speed-Trap, a vendor of patented technologies that analyse how users interact with
internet applications, Monica Vinader, a high end jewellery brand with high profile customers including Cameron
Diaz, Keira Knighttey and Cheryl Cole, and Cinergy, the provider of mobile phone companison service,

www mobilife com Whilst the ‘C’ Share portfolio 1s largely in a maturation phase, we did realise the Company's
investment in Heritage Partners at a loss to the oniginal investment cost and Path Group and The Vending Corporation
were both placed into administration and the resulting losses treated as realised in accordance with the Company’s
accounting pelicy

Dgital media agency, Fjordnet, accounts for 16%, by value, of the ‘C’ Share venture capital pertfolic and continues to
perform well Donatantonio (13% by value of the venture capital portfolio}, the supplier of Mediterranean foods, 15
now showing steady growth following early difficulties coinciding with the first stages of the financial enisis and 1s now
valued above cost

Further investments totalling £393,000 were made after the year end in Campden Media, Overtis Group and
Senselogix

Subsequent to the year end, in May 2011, the Company realised its investment in Steak Mecia Limited in a saleto a
lapanese media agency network, Dentsu This disposal resulted in an initial profit over cost with the possibility of
further earnout proceeds in the three years following the sale

‘D’ Share pool - portfolio activity and valuation

The ‘D’ Share pool made its first investments during the year and, at 28 February 2011, £1 7 mithon had been
invested In seven investments, six of which were new to the Company as a whole The 'D’ Share portfohio also had
cash and liquichty funds of £5 8 million at the year end

MatsSoft accounted for £650,000, or 40%, of the £1 7 million invested, the company provides powerful and
innovative web-based workflow and communications solutions, allowing companies and organisations to drive
efficlency gains, cost reductions and service improvements across a whole host of business processes and across a
range of business sectors Investments were also made in Speed-Trap, Tossed, Monica Vinader, Cinergy and
Senselogix Senselogix designs and manufactures systems to manage energy usage in commercial and business
premises and further follow on funding was provided after the year end

Outlook

The outlook for the UK economy remains chalienging Modest GDP growth in the first three quarters of 2010 was
followed by a fall in GDP in the fourth quarter of 2010 and only modest growth in the first quarter of 2011 That said,
the disposal of Saffron demonstrates that strong returns can be generated from quality businesses In an age when
customers expect more from the businesses they interact with, we believe that a number of the portfolio companies
are well positioned for future growth by targeting efficiency savings and/or improving the custoemer experience
through making the best use of new or developing technologies

Beringea LLP
30 June 2011




Investment activity during the year 1s summarised as follows

Additions Cost
£'000
Ordinary Share pool
Tossedlmited _ e 8e8
Campden Media Limited o e 314
_Overtis Group Limited - 143
Espresso Group Limited _ - - 59
e o _ . L . 984
‘C’ Share pool
_Speed-Trap Holdings Limited o . 470
_Tossed Limited e _ . I _ _ _.345
Overtis Group Limited _ L ” 28
Monica Vinader Limited _ _ 224
_Steak Media Limited* . . =2
Cinergy Internattonal Limited* ~ _ - 170
MatsSoft Limited** _ _ e 125
Sensetogix Limited . - 112
_Breeze Tech Limited . S |
e S 1,885
‘D’ Share pool
_MatsSoft Limited** o e 650
_Speed-Trap Holdings Linited - o —_ L L ___ 300
_Fjordnet Limited* i _ __ 276
Tossed Limited . _ 3 183
_Monica vinader imited . _________ . __..___ 138
Cinergy International Limited _ L 115
_Senselogix Limited . _ S 63
S o e 1,731
Total 4,600
Disposals {Loss)/gain Total realised
Market value Disposal against (loss}/gain
Cost at 01/03/10 proceeds cost  during the year
£000 £000 £000 £'000 £000
Ordinary Share pool
Saffron Media Group Limited 48O 637 2526 2046 1889
_Overtis Group Limited** 429 429 425 - -
_Ashford Colour PressLimited 125 125 1 - -
_Sports Holdings Limited 73 73 73 - -
Thnkumted e e e | - T
o L o 1,175 1,332 3,221 2,046 1,889
‘C’ Share pool
_PathGrouplimited 1000 495 - __ (1000 (495
_OvertsGrouplLimited** 342 342 342 - -
Think Limited . Y _ 67 - _67 - -
_Heritage Partners Limited _ 900 248 98 (802)7 (ISOY
_The Vending Corporation Limited 1,012 - - (1,012) -
e ) 3,321 1,152 507 (2,814) (645)
Total 4,496 2,484 3,728 (768) 1,244

* Non qualifying investment  ** Partially non qualifying investment
All of the above investments, with the exclusion of Think Limited, were also held by ProVen Growth and Income VCT

plc
8



Investment Portfolio - Ordinary Share Pool

as at 28 February 201

Ordinary Share portfolio of investments
The following investments were held at 28 February 2011

Valuation

movement % of
Cost Valuation Inyear portfolio
£000 £000 £000 by value

Top ten venture capital investments (by value)
Espresso Group Limited 1,317 3,331 213 21 0%
SPC International Limited** 1,618 1,660 956 10 4%
Eagle Rock Entertainment Group Lirmted** 1,010 1,310 (424) 8 2%
Campden Media Limited 1,289 1,170 392 7 4%
Think Limited** 403 741 338 4 7%
Donatantonio Limited 582 728 349 46%
Tossed Limited 468 468 - 29%
Pilat Media Global plc** A 173 436 130 27%
Ashford Colour Press Limited 500 433 66 27%
Fjordnet Limited 200 346 58 22%
o o 7,560 10,623 2,078 66 B%
Other venture capital iInvestments 2,835 393 (257) 25%
Total venture capital investments 10,395 11,016 1,821 69 3%
__Liguidity funds L 3,400 21 4%
Cash at bank and in hand o 1464 93%
Total Ordinary Share investments 15,880 100 0%

Other venture capital investments at 28 February 2011 comprise Overtis Group Limited**, UBC Med:a Group plc,

Sports Holdings Limited*, Coolabi ptc** and Baby Innovations S A t/a Sterbottle*

* Non qualfying investment
** partially non qualifying investment

With the exclusion of Pilat Media Global plc, UBC Media Group plc and Coolabi plc, which are quoted on AIM, all

venture capital iInvestments are unquoted

All of the above investments, with the exclusion of Think Lirmited, were also held by Proven Growth and Income VCT

plc

All venture capital investments are registered in England and Wales, with the exception of Baby Innovations S A,

which is registered in Maderra
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Review of Investments - Ordinary Share Pool

as at 28 February 201N

Further details of the ten largest investments {by value) are set out below

Espresso Group Limited

www espresso ¢o uk

Cost £1,317,000 Valuation at 28/02/11 £3,331,000
Investment comprises Valuation at 28/02/10 £3,059,000
Ordinary shares £681,000 Valuation method Earnings multiple
‘A" ordinary shares £574,000 -
_ ‘B’ ordmary shares ____ E62,000 B o
Audited accounts 31/07/10 31/07/09 Dwvidend income -
Turnover £13 3m £152m  Loan note income -
_Llossbeforetax  £(3,000} £192,000  Proportion of equity held _201%
Net assets £6 5m £6 83m  Diluted equity 19 4%

Espresso Group devetops and delivers multimedia education content for schools Over 10,000
primary schools, equal to approximately B0% of the UK primary school market, now subscribe
to its flagship “Espresso for Schools” product Following the acquisition of 4 Learming, the
educational business of Channel 4, the company has expanded into the UK secondary schools
market with encouraging results Opportunities exist for expansion into cther geographical
terntones and the company has recently launched a service in the United States

SPC international Limited

WWW spcint com

Cost £1,618000  Valuavon at 28/02/11 _ _£1,660000
Investment comprises Valuation at 28/02/10 ~ £705,000
Ordinary shares ___ £195000 valuation method =~ Earmings multple
‘A’ Ordinary shares ____£190,000 o

_B Ordwaryshares __ __ _ £7000 = __
Loan stock _ £1,226,000 .

Audtedaccounts __ 30/09/09 _ 30/09/08 Owidendmcome -

_Turnover . £127m £97m _ Loan note income ____ __E152000

‘Lossbeforetax _ _ £(366,000) £108,000 Proportion of equity held 22 6%
Net assets _ £28m £32m Diluted equity ) __26%

SPC specialises i the repair and refurbishment of electronic equipment i the IT, banking and
retail sectors ProVen VCT plc invested £518,000 in June 2003, and £155,000 in November
2004 A further £934,000 was invested in March 2008 £863,000 of the investment 15 1n the
form of a loan secured on the company’s property assets

Eagle Rock Entertainment Group Limited

www eaglerockent com

Cost .
Investment comprises

£1,010,000

Valuation at 28/02/11 £1,310,000

Valuation at 28/02/10 £1,734,000

Ordinary shares - £101,000 Valuaton method _E@gs_rm@p_lg__
_Preferenceshares ~  £378,000 L L
Loan stack . __£531,000 . o _ o
Audited accounts  31/12/09  31/12/08 Dwidendincome  £13,230
Turnover _ . £273m £25m  Loan note mcome - £42.374
Loss before tax £(643,000) £(26)m Proportionof equityheld ~ 105%
Net assets _ _£169m £17 3m  Diluted equity 10 5%

Eagle Rock 15 a leading independent producer, publisher and distnibutor of music
programming for television and DVD, compnsing live concerts and documentaries Eagle has
an extensive catalogue of audio-visual IPR, which 1s available for mult-media exploitation
including broadcast, broadband and telephony

10




Review of Investments - Ordinary Share Pool (continued)

Campden Media Limited

www campdenmedia com

Cost £1,289,000 Valuation at 28/02/11 £1,170,000
Investment comprises valuation at 28/02/10 £463,000
Ordinary shares £195,000 Valuation method Price of recent
- investment
‘A’ ordinary shares £2,000 o
Loan stock £1,092,000
Audited accounts 31/12/09 33/12/08 Dividend income -
Turnover £5 3m £67m Loan note income £320,588
Loss before tax £(0 3)m £{0 7)m  Proportion of equity held 11 0%
Net assels £1 3m £15m  Diluted equity 11 0%

Campden Med)a 1s a magazine publisher and event crganiser in the healthcare and private
wealth management sectors The company publishes a range of titles, many of which are
endorsed by the relevant professional bodies The business has a strong and proven
management team and operates in sectors which are regarded as more resiient to adverse
macro-econamic movements

Think Limited

www think ey

Cost £403,000 Valuation at 28/02/11 £741,000
Investment comprises . Valuation at 28/02/10 £470,000
Ordinary shares £75,000 Valuation method Earnings multiple

_ ‘A’ ordinary shares _ E125000

_ Loanstock _£203,000 _
Audited accounts 31/10/09 31/10/08 Ddend income RS
Turnover Unpublished informatign  Loan note income £13,380
Profit before tax Unpublished information  Proportion of equity held 14 5%
Net assets ___f06m__ £1m _ Diluted equity _ 145%

Think Lirmited i1s an award winming digital media agency with operations (n Newcastle and
London The company has developed a reputation for delivering digital solutions that combine
excellent creatmity, cutting edge technology and an impressive understanding of the user
expenience Its clients include the BBC, Sage, Lloyds and Blackberry

Donatantoro Limited

www donatantonic com

Cost B _ ____ _£582,000 Valuation at 28/02/11 £728,000
_Investment comprises ___ Valuation at 28/02/10 £379,000
Ordinary shares £7,000 Valuation method Earnings multiple
“A” ordinary shares _£89000 .
Preference shares £15,000 .
_Loan stock _£467,000

Audited accounts 31/01/11 31/01/10 Dmidend income -

Turnover £187m ~ £179m  loan note mcome o
Profit/loss before tax  £87,000  £{150,000) Proportionof equityheld ~~ 103%
Net habihities £{156,000) £{159,000) Diluted equity 10 3%

Donatantonio Limited is the UK market leader tn the import and distnbution of premium
quality, authentic Mediterranean ingredients to the UK food manufacturing and food services
sectors Donatantonio’s state-of-the-art facilities allow it to provide certification of feod quality
once the goods reach the UK This means that the products supphed to food manufacturers are
ready for immediate incorporation into finished products and do not require further testing by
the manufacturer before production can begin

11




Tossed Limited

www tosseduk com

Cost £468,000 Valuation at 28/02/11 £468,000
Investment comprises Valuation at 28/02/10 En/a
Ordinary shares £156,000 Valuation method Price of recent
. _ nvestment _
Preference shares £156,000
Loan stock £156,000
Audited accounts No accounts filed  Dividend income -
_ Loan note Income -
Propartion of equity held 10 0%
Diluted equity 10 0%

Tossed operates a series of takeaway focused healthy eating establishments There are
currently seven locations in operation, including two franchise locations, all based in London
Proven VCT invested £1 S million alongside ProVen Growth & Income VCT pic in Apnl 2010

Pilat Media Global plc

www pilatmedia com

Cost £173,000 Valuation at 28/02/11 £436,000
Investment comprises Valuation at 28/02/10 £307,000
Qrdinary shares £173,000  Valuation method ___Bdpriee
Audited accounts 31/12/05 31/12/08 Dmdend income -
Turnover £193m  £178m__ Loan note ncome _ n/a
Profit before tax £0 6m £(2 :l}—m Propertton of equity held 15%
Net assets £17m £16m _ Diluted equity 15%

Pilat Med:a 1s an AlM-quoted company supplying business management software to
broadcasters worldwide, including BSkyB and Five (UK}, Discovery Communications (US),
Network Ten (Australia) and the South African Broadcasting Corporation ProVen VCT first
invested in the company in 2002 on admission to AIM and has since made a number of partial
disposals recouping its mutial investment

Ashford Colour Press Limited

www ashford-colour-press co uk

Cost . ___ ___ ._ ._£500000 Valuabonat28/02/11 _  _ £433,000
_Investment comprises Valuation at 28/02/10 £492,000
_'A ordmary shares £133,000  Valuation method Earnings multiple

Loan stock £367,000

_Audited accounts _31/03/10 31/03/09  Dwidend income -

Turnover £12 5m £125m  Loan note income T £48403
Profit before tax £211,000 £44,000  Proportion of equity held 235%
_Netassets ___ _€22m £2m__ Diluted equity . I135%

Ashford Colour Press Limited i1s a medium-sized printing business, based in Hampshire,
specialising in the educational sector Beringea led the £5 rmlhon management buyout of the
company in September 2002 in which ProVen VCT plc invested alongside Proven Growth &
Income VCT plc The business 1s long established and has a strong operational management team
with significant experience in the printing business
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Review of Investments - Ordinary Share Pool (continued)

Fjordnet Limited Cost £200,000  Vvaluation at 28/02/11 £346,000
Investment comprises valuation at 28/02/10 £238,000
Qrdinary shares £100,000  Vatuation method Earnings multiple
Preference shares £100,000

Audited accounts  31/12/09  31/12/08 Dwidend income

Turnover £11 9m £7m  Loan note mcome nfa
Profit before tax £14m £1m  Proportion of equity held 22%
Net assets £3 4m £19m_ Diluted equity 16%

Fjord 1s an established digital destgn agency in the telecommunications and media sectors |t

www flordnet com has worked on market leading flagship projects - including projects for the BBC, Nokia,
Orange, Swisscom and Yahoo! It was instrumental in bringing the hugely successful award-

winming BBC iPlayer to molile The company has offices in London, Helsinki, Berlin, New York

and Madnd

References to the latest accounts refer to the latest annual report and accounts published by the investee company
following the date of investment by ProvVen VCT plc

Portfolio company finanaal information s based on publically availlable information filed at Companies House in the
UK {or equivalent locations in overseas jurisdicttons) Certain information may not be required to be filed, dependent,
for example, on the company’s size, and, in the interests of portfolio company confidentiality, 1s not disclosed here

Analysis of investments by commercial sector
The spht of the Ordinary Share pool venture capital investments by commercial sector (by value and cost at 28
February 2011) 1s summarised as follows

Analysis of investments by investment type
The following shows the sphit of the Ordinary Share pool's investment portfolio by type of instrument held at 28

February 2011

Portfolio split

28 Feb 2011

VCT qualifying investments 63 2%
Non-qualifying investments (including cash at bank and liquichty funds) 36 8%
100 0%

13




Investment Portfolio - ‘C' Share Pool
as at 28 February 201

'C' Share portfolio of investments
The following investments were held at 28 February 2011

Valuation

movement % of
Cost Valuation inyear  portfolio
£'000 £000 £000 by value

Top ten venture capital investments {by value)
Fjordnet Limited 800 1,384 232 12 4%
Donatantonio Limited** 885 1,107 931 10 0%
Lazurite Limited 1,000 968 (32) 87%
Think Limited** 403 741 338 6 7%
Charterhouse Leisure Limited 700 679 (186) 61%
SPC International Limited 403 605 208 54%
Steak Media Limited** 456 531 187 4 8%
Speed-Trap Holdings Limited 470 470 - 4 2%
Chess Technologies Limited 600 455 (204) 4 0%
Tossed Limited 345 345 - 31%
6,062 7,285 1,074 65 4%
Other venture capital investments 1,755 1,548 {87) 13 9%
Total venture capital iInvestments 7,817 8,833 987 79 3%
Liquidity funds 1,350 12 1%
Cash at bank and in hand 350 8 6%
Total ‘'C’ Share investments 11,133 100 0%

Other venture capital investments at 28 February 2011 compnise Overtis Group bimited**, Eagle Rock Entertainment
Group Limited®, Bismobile Limited, Monica Vinader Limited, Cinergy International Limited, Dianormi Limited,
Senselogix Limited, MatsSoft Limited** and Isango! Limited

* Non qualifying investment
** pPartially non-qualifying investment

All venture capital Investments are unquoted unless otherwise stated

All of the above investments, with the exclusion of Think Limited, were also held by ProVen Growth and Income VCT
plc

All venture capital investments are unquoted and are registered in Engfand and Wales
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Review of Investments - 'C' Share Pool

Fjordnet Limited

www fjordnet com

Cost £800,000  Valuation at 28/02/11 £1,384,000
Investment compnses Valuation at 28/02/10 £1,153,000
Ordinary shares £400,000 Valuation method Earnings multiple
‘A’ ordinary shares £400,000

Auchted accounts  31/12/09  31/12/08 Dividend income -

Turnover £11 9m £7m  Loan note mcome n/a
Profit before tax £14m £1m  Proportion of equity held 8 4%
Net assets £3 4m £19m Diluted equity 6 5%

Fjord 1s an established digital design agency in the telecommunications and media sectors It
has worked on market leading flagship projects - including projects for the BBC, Nokia,
Orange, Swisscom and Yahoo! It was instrumental in bninging the hugely successful award-
winning BBC (Player to mobile The company has offices in London, Helsinki, Berlin, New York
and Madnd

Donatantonio Limited

www donatantonio com

Cost £885,000 Valuation at 28/02/11 £1,107,000
Investment comprises Valuation at 28/02/10 £577,000
Ordinary shares £11,000 Valuation method Earnings multple
‘A’ ordinary shares £135,000

Preference Shares £29,000

Loan stock £710,000

Audited accounts  31/01/141 31/01/10 Dmwdend income -

Turnover £18 7m £17 9m Loan note income -
Loss before tax £(87,000) £{150,000) Proportion of equity held 15 6%
Net (habilities) £(156,000) £{159,000) Diluted egurty 15 6%

Donatantonio Limited 1s the UK market leader in the import and distributton of premium
quality, authentic Mediterranean ingredients to the UK food manufacturing and food services
sectors Donatantonio’s state-of-the-art facilities allow it to provide certification of food
quality once the goods reach the UK This means that the products supphed to food
manufacturers are ready for immediate incorporation into fimished products and do not
require further testing by the manufacturer before production can begin

Lazurite Limited

Cost £1,000,000 Valuation at 28/02/11 £968,000
Investment comprises Valuation at 28/02/10 £1,000,000
Ordinary shares £100,000 Valuatien method Net assets
Loan stock £900,000

Unaudited accounts 31/12/09 Dmdend income -
Turnover £ml  Loan note income £19,993
Loss beforetax _ £(37,000) Proportionofequityheld = 24 9%
Net assets £64,000 Diluted equity 24 9%

Lazurite Limited was established to exploit VCT qualifying opportunities in companies that
own and create intellectual property, an area in which the VCT has enjoyed considerable
success Intellectual property ownership 1s a key driver for companies looking to expand and
the Investment Manager believes that the current economic chmate will provide a number of
interesting acquisition targets
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Think Limited

www think eu

Cost

£403,000 Valuation at 28/02/11

£741,000

Investment comprises

Valuation at 28/02/10

£470,000

Ordinary shares

£75,000 Valuation method

Earnings muttiple

‘A’ ordinary shares

_£125,000

Loan stock

£203,000

Audited accounts 31/10/09 31/10/08 Dwdend ;ncome -
Turnover Unpubhshed information  Loan note income £13,380
Profit before tax Unpublished information _ Proportion of equity held 14 5%
_Net assets £06m £lm_ Diluted equity 14 5%

Think Limited 1s an award-winming digital media agency with operations in Newcastle and
Londan The Company has developed a reputation for delivering digital solutions that
combine excellent creativity, cutting edge technology and an impressive understanding of the
user expernience Its chents include the BBC, Sage, Lioyds and Blackberry

Charterhouse Leisure Limited

www coalgnllandbar co uk

_Cost __ _£700,000 Valuation at 28/02/11 £679,000
Investment compnses Valuation at 28/02/10 £865,000
_Ordinary shares _ £140,000 Valuation method Earmings multiple
Loan stock £560,000
Audited accounts 28/02/10  28/02/09 Dwmdend income I
“Turnover - £4 9m £33m  Loan note income £20,701
Loss before tax £{187,000) £{333,000)  Proportion of equity held 194%
_Net assets £611,000  £474000  Diluted equity 147%

Charterhouse Leisure trades under the name “Coat Grill & Bar”, a growing restaurant chain
providing informal diming and drinking tn 2 comfortable and modern atmosphere The
company has four branches and has plans to roll out the chain nationwide The core
management team developed and ran the “Ma Potters” restaurant chain, a former ProVen
VCT investment that was sold n 2007 for a total return of over 2 5 times the initial

Investment
SPC International Limited _Cost - £403,000 Valuationgt28/02/11 = £605,000
_ Investment compnises Valuation at 28/02/10 £397,000

www spcint com

_'B' ordinary shares

£6,000 Valuation method

Earnings murtip_lef-

Loan stock £397000 o o
Audited accounts 30/09/09 30/08/08 Dividend income -
Turnaver _ £127m £97m Loannote ncome -
(Loss)/profit £{366,000} £108,000 Proportion of equity held 10%
_before tax ) o o
_Net assets £2 8m £32m__Diluted equity 10%

SPC specialises in the repair and refurbishment of electronic equipment in the IT, banking and
retail sectors ProVen VCT plc invested £950,000 wn June 2003, and £223,000 in November
2004 A further £875,000 was invested in March 2008 in the form of a loan secured on the

company’s property assets
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Review of Investments - 'C’' Share Pool (continued)

Steak Media Limited

www steakdigital co vk

Cost £456,000 Valuation at 28/02/11 £531,000
Investment comprises Valuation at 28/02/10 £163,000
Ordinary shares £329,000 Valuation method Earmngs multiple
Preference shares £127,000

Audited accounts 28/02/10 28/02/08 Dwdend income £19,038
Turnover £26 1m £27 5m  Loan note income -
Loss before tax £{69,000) £{824,000) Proportion of equity held 13 1%
Net habilities £(345,000)  £{232,000) Diluted equity 13 1%

Steak Media is a digital media agency specialising in search engine marketing (SEM), media
planning and buying, mobile marketing and other integrated onhine marketmg strategies The
company operates in London, New York and Melbourne ProVen VCT invested £275,000 in
August 2007 and a further £181,000 1n March 2010 The company was acquired by Japanese

agency network, Dentsu, in May 2011

Speed-Trap Holdings Limited

www speed-trap com

_Cost _ - £470,000 Valuation at 28/02/11 £470,000
Investment comprises Valuation at 28/02/10 £n/fa
Ordinary shares £182,000 Valuation method Pnice of recent

investmant
lLoan stock £288,000

_Audited accounts 31/12/09 31/12/08 Dwidend income -
Turnover Unpublished information  Loan note income £6,004
Profit before tax Unpubiished information _Proportion of equity held 4 7%
Net assets £4m £3 8m  Diluted equity 47%

Speed-Trap 15 a software company providing enterprise and Software as a Service (“Saas”)
solutions which allows corporate digital ptatform owners to capture, analyse and interpret
digital interactions with users of their platforms The software also allows the customer to
make real tme decisions and to take proactive actions in response to this information via the

digital platform

Chess Technologies Limited

www chess-dynamics com

_Cost o £600,000  Valuation at 28/02/11 £455,000
Investment comprises Valuation at 28/02/10 £659,000
Ordinary shares £300,000 Valuation method Earnings multiple
Loan stock £300,000

Audited accounts 30/04/10  30/04/09

Dwidend income -

Turnover Unpublished information  Loan note income £21,994
Profit before tax Unpublhshed information  Proportion of equity held 12 0%
Net assets £25m £24m  Diluted equity 11 0%

Chess designs and manufactures electro-optical systems for use in defence applications
worldwide Chess’s leading edge engineerning skills and in-house development of innovative
technologies enable it to produce an extensive range of standard and customised solutions

for land, sea and air applications
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Tossed Limited Cost £345,000 Vvaluation at 28/02/11 £345,000
Investment comprises Valuation at 28/02/10 £nfa
Ordenary shares £115,000 Valuation methed Price of recent
investment
Preference shares £115,000
www tosseduk com Loan stock £115,000
Audited accounts No accounts filed  Dondend income -
o Loan note income -
Proportion of equity held 7 4%
Diluted equity 7 4%

Tossed operates a series of takeaway focused healthy eating establishments There are
currently seven locations in operation, mcluding two franchise locations, all based in London
ProVen VCT plc invested £1 5 million alongside ProVen Growth & Income VCT plc wn Apnil

2010

References to the latest accounts refer to the latest annual report and accounts to be prepared by the investee

company following the date of investment by ProVen VCT pl¢

Portfolho company financial information 15 based on publically available information filed at Companies House in the
UK {or equivalent locations in overseas jurisdictions) Certain information may not be required to be filed, dependent,
for example, on the company’s size, and, in the interests of portfolio company confidentiality, 1s not disclosed here

The spht of the “C’ Share pool venture capital investments by commercial sector (by value and cost at 28 February

2011) 1s summansed as follows

Analysis of iInvestments by investment type

The foliowing shows the split of the ‘'C’ Share pool’s iInvestment portfolio by type of instrument held at 28 February

2011

VCT qualifying investments
Non-qualifying investments (including cash at bank and liquidity funds)
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Investment Portfolio - ‘D' Share Pool
as at 28 February 201

‘D' Share portfolio of Investments
The following investments were held at 28 February 2011

Valuation

movement % of

Cost Valuation inyear  portfolo

£'000 £000 £'000  byvalue

Venture capital investments {by value)

MatsSoft Limited** 650 650 - 87%

Speed-Trap Holdings Limited 300 300 - 4 0%

Fjordnet Limited* 276 186 (90} 25%
Tossed Limited 183 183 - 25% |
Monica Vinader Limited 138 138 - 18% |
Cinergy International Limited 115 115 - 15% \
Senselogix Limited 69 69 - 0 9% '
Total venture capital investments 1,731 1,641 {90) 219% '

Liguidity funds 4,450 59 4%

Cash at bank and in hand 1,400 18 7%

Total ‘D’ Share investments 7,491 100 0%

* Non qualifying tnvestment
** partially non-quahfying investment

All venture capital investments are ungquoted unless otherwise stated

All of the ahove investments were also held by ProVen Growth and Income VCT plc

All venture capital investments are unguoted and are registered in England and Wales
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Review of Investments - ‘D' Share Pool

MatsSoft Limited

www matssoft co uk

Cost £650,000  Valuation at 28/02/11 £650,000
Investment comprises Valuation at 28/02/10 £nfa
Ordinary shares £197,000 Vvaluation method Price of recent
investment
‘A’ grdinary shares £236,000 e .
Loan stock £217,000 _
Audited accounts 31/12/09  31/12/08 Dwidend ncome -
Turngver Unpublished information  Loan note income £226
Profit before tax Unpublished information  Proportion of equity held 10 0%
Net assets £192,000 £5,000 Diluted equity 10 0%

MatsSoft is a software company speciahising in developing hosted Software as a Service
{“5aaS") business process management, workflow and customer and communications
solutions, complete with a comprehensive suite of management information and
configuration tools MatsSoft has built a strong reputation by providing solutions for
enterprise customers that deliver dramatic processing efficiencies whilst keeping customer
satisfaction high through proactive communication

Speed-Trap Holdings Limited

www speed-trap com

_Cost . £300,000 Valuation at 28/02/11 £300,000
_ Investment comprises Valuation at 28/02/10 £n/a
Ordinary shares £116,000 Valuation method Price of recent
B B nvestment
_Loanstock e .. E188000 —
Audited accounts 31/12/09  31/12/08 Dwidend mcome -
Turnover  Unpubhshed information _ Loan note income £3,838
_Profitbefore tax  Unpublished information _ Proportion of equity held 31%
Netassets £am £38m _ Diluted equity __31%

Speed-Trap 1s a software company providing enterpnse and Saa$ solutrons which allows
corporate digital platform owners to capture, analyse and interpret digital interactions with
users of their platforms The software also allows the customer to make real time decisions
and to take proactive actions in response to this information via the digital platform

Fjordnet Limited

www fjordnet com

Cost £276,000

Valuation at 28/02/11 £186,000

Investment comprises

Valuation at 28/02/10 Enfa

‘A’ ordinary shares __£276,000 _Valuation methad Earnings multiple
Audited accounts 31/12/09 31/12/08  Dwidend income -
Turngver _ £119m  £7m_ Loan note Income -
_Profitbeforetax =~~~ £14m __~ £im Proportinofequityheld = 19%
Net assets £34m £19m  Diluted equity 12%

Fjord 1s an established digital design agency in the telecommunications and medsa sectors It
has worked on market leading flagship projects - including projects for the BBC, Nokia,
Orange, Swisscom and Yahoo! It was instrumental in bringing the hugely successfut award-
winnuing BRC iPlayer to mobile The company has offices in Londen, Helsinki, Berlin, New York

and Madnd
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Review of Investments - ‘D' Share Pool (continued)

Tossed Limited

www tosseduk com

Cost £183,000 Valuation at 28/02/11 £183,000
Investment comprises Valuation at 28/02/10 £nfa
Ordinary shares £61,000 Valuation method Price of recent
investment
Preference shares £61,000
Loan stock £61,000
Audited accounts No accounts filed  Dividend income -
Loan note income -
Proportion of equity held 39%
Diluted equity 39%

Tossed operates a senes of takeaway focused healthy eating establishments There are
currently seven locations in operation, including two franchise locations, all based in London
Proven VCT plc invested £1 5 million alongside ProVen Growth & Income VCT plcin Apnl
2010

Monica Vinader Limited

www monicavinader com

Cost £138,000 Valuation at 28/02/11 £138,000
Investment comprises Valuation at 28/02/10 £n/a
Ordinary shares £69,000 Valuation method Price of recent
investment
Loan stock £69,000
Audited accounts 30/04/10 30/04/09 Owidend income -
Turnover Unpublished imformation  Loan note income -
Profit before tax Unpublished information _ Proportion of equity held 40%
Net assets/{habilities)  £113,000 £{(67,000)  Diluted equity 4 0%

Monica Vinader is a high end, award-winning fashion jewellery brand Designer Monica
Vinader began producing jewellery in 2002 and commercialised the brand 1n 2006 [t now gets
regular features in glossy magazines such as Vogue, Harpers and Grazia, and boasts a celebrity
following of Cameron Diaz, Keira Knightley and Cheryl Cole

Cinergy International Limited

Www cinergize com

Cost £115,000 Valuation at 28/02/11 £115,000
Investment comprises Valuation at 28/02/10 £n/a
Ordinary shares £12,000 Valuation method Price of recent
o investment
Loan stock £103,000
Audrted accounts 31/12/09 31/12/08 Dividend income - -
Turnover £784,000 £661,000 Loan noteincome -
Loss beforetax £{98,000} £(113,000) Proportion of equity held 03%
Net (liabilities)/assets  £{47,000) £41,000  Diluted equity 03%

Cinergy delivers mobile market and product information that helps demystify shopping for
mobile services Its services let mobile service providers give their customers a personalised
deal, based on in-depth knowledge of the market and the customer’s indwiduat needs
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Senselogix Limited Cost £63,000 valuation at 28/02/11 £69,000

Investment comprises Valuatien at 28/02/10 Enfa
Ordinary shares £69,000 Valuation method Price of recent
investment
Audited accounts 31/03/10  Dwidend income -
Turnover __Unpublished information _ Loan note income . -
Profit before tax Unpublished information  Proportion of equity held 37%
Net assets _ £22,000  Diluted equity 37%

www senselogix com
Senselogix™ i1s an award winning provider of energy reduction for the buildings market

SenselLogix deliver robust, mtuitive hardware and software solutions designed to measure
and manage eleciricity in commercial businesses, public sector, education and other office
based enviranments, to elimmate electrical waste

References to the latest accounts refer to the latest annual report and accounts published by the investee company
following the date of iInvestment by ProVen VCT plc

Portfolio company financial information 1s based on publically available information filed at Companies House in the
UK {or equivalent locations in overseas junsdictions) Certain information may not be required to be filed, dependent,
for example, on the company's size, and, in the interests of portfolio company confidentiality, 1s not disclosed here

The split of the ‘D’ Share pool venture capital investments by commercial sector {by value and cost at 28 February
2011) 1s summarnised as follows

Analysis of investments by investment type
The following shows the splhit of the ‘D’ Share pool’s investment portfolio by type of instrument held at 28 February
2011

Portfolio split

28 Feb 2011

VCT qualifying investments 15 2%
Non-qualifying investments (including cash at bank and hquidity funds) 84 8%
100 0%
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Board of Directors

Andrew Davison (chawrman) ts currently chairman of City of London Investment Group PLC and a non-executive
director of Downing Distributton VCT 2 plc  He was formerly chairman and chief executive of Business Mortgages
Bank plc from 1987 — 1991 He joined County Bank Limited in 1972 and by 1984 had become managing director of
NatWest Ventures Limited He 1s a chartered accountant and a former council member of the British Venture Capital
Association

Barry Dean s a chartered accountant and has over 25 years’ experience in the private equity industry, including 14
years as managing director of Dresdner Kleinwort Benson Private Equity Limited He s currently a director of
Henderson Private Equity Investment Trust plc (a quoted investment trust investing in private equity) and a non-
executive director of Downing Absolute Income VCT 2 plc and Elderstreet VCT plc Barry 15 also an advisory committee
member for Parallel Private Equity LLP and serves on the investment committee of Beamreach Capital LLP, which
invests in private equity

Malcolm Moss is a senior managing director and founder of Beringea LLP Over the last 20 years he has been
responsible for the growth, development and management of the private equity business of Beringea in both the UK
and the USA In addition to sitting on the boards of Proven VCT ple, ProVen Growth & Income VCT plc and ProVen
Planned Exit VCT plc, he sits on the investment committees of two of Beringea’s venture funds - InvestCare Partners
and Global Rights Fund Il - and as a non-executive director on several other portfolio investments Prior to founding
Beringea, Malcolm gained Europe-wide industrial, planning and analytical experience in healthcare, engineering and
financial services with, respectively, Baxter International, Uniroyal Inc and Lloyds TSB Group

All the Directors are non-executive and, with the exception of Malcolm Moss, are considered by the Beard to be
independent of the Investment Manager as the Board considers that each of them has surtable expenence to be able
to exercise proper judgement
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Directors’ Report and Business Review

The Directors present the Annual Report and Accounts of the Company for the year ended 28 February 2011

Princtpal activity and status

The principal activity of the Company 1s that of a venture capital trust It has been approved by HM Revenue and
Customs {“"HMRC”) as a venture capital trust in accordance with Part 6 of the Income Tax Act 2007, and in the opinion
of the Directors the Company has conducted 1ts affairs so as to enable it to continue to maintain approval Approval
for the year ended 28 February 2011 1s subject to review should there be any subsequent enquiry under corporation
tax self-assessment

The Directors consider that the Company was not, at any time, up to the date of this report, a close company within
the meaning of Section 414 of the Income and Corporation Taxes Act 1988

The Company has no employees {other than the Directors) The same was true of the previous year

Business review and developments
The Company’s business review and developments during the year are reviewed in the Chairman’s Statement and the
Investment Manager’s Review

The total running costs of the Company exceeded revenue ansing from the investments held (including cash at bank
and hquidity funds) by £418,000 The total expense ratio {excluding performance fees, recoverable VAT and provision
for loan stock interest) in respect of the year ended 28 February 2011, compared to net assets at the year-end, was

2 6% (2010 3 3%)

Results and dividends

Pence
£000 per share
Return on ordinary activities after tax for the year ended 28 February 2011 sphit as
Ordinary Shares 3,601 14 2p
‘C’ Shares S 184 13p
‘D’ Shares o (246} {31p)
3,539

During the year ended 28 February 2011, the Company paid a final dividend of 8 Op per Ordinary Share (2010 1 Op}in
respect of the year ended 28 February 2010

An intenim dividend of 6 25p per Ordinary Share (being 1 8p revenue and 4 25p capital) has been declared in respect
of the year ended 28 February 2011, which wilt be paid on 29 July 2011 to Shareholders on the register at 3 June
2011 No dividends have been declared in respect of the 'C’ Shares or ‘D’ Shares

Directors
The Directors of the Company during the year and their beneficial interests in the issued Ordinary Shares, ‘C’ Shares,
and ‘D’ Shares of the Company, at 28 February 2010, 28 February 2011 and the date of this report were as follows

At the date 28 Feb 2011 28 Feb 2010

Director of this report
_Andrew Davison Ords o 29,039 11,908 8,948
B ‘C’ Shares 9,335 9,335 9,335
.. 'D'Shares 2637 2637 2,637
Barry Dean ~ 'C’ Shares 10,300 10,300 10,300
Malcolm Moss ‘D’ Shares 3,165 3,165 3,165

Nicholas Lewis resigned as a Director on 24 August 2010 He held 21,356 Ordinary Shares at 28 February 2010
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Directors' Report and Business Review (continued)

Barry Dean and Andrew Davison retire at the forthcoming Annual General Meeting (“AGM”) and, being eligible, are
offering themselves for re-election The remainder of the Board feel that they have made valuable contributions
during the terms of their appointment and remain committed to their roles They have considerable experience in
VCTs and other areas, as shown in their biographies on page 23, and the Board therefore recommends that
Shareholders support the resolutions to re-elect them at the AGM

Each of the Directors has an agreed letter of appointment which is termmable by three months’ notice on either stde
To the extent permitted under the Companies Act 2006, the Company indemnifies each of the Directors agamst all
costs, charges, losses, expenses and liabiities which might arise in the execution of their duties, save for certain
exceptions Each Director 1s required to devote such time to the affairs of the Company as the Board requires

At the last AGM on 14 July 2010, Directors were granted the authority to make market purchases of up to 14 9% of
the 1ssued share capital of the Company, to disapply pre-emption rights and allot up to a maximum nominal amount
of £3,000,000 Crdinary Shares, £364,283 ‘C’ Shares and £8,099 'D’ Shares The authority to make market purchases
was used as described on page 28

Investment policy
The Company’s iInvestment policy covers several areas as follows

Qualifying investments
The Company seeks to make investments in VCT Qualifying companies with the following characteristics

* astrong, balanced and well motivated management team with a proven track record of achievement,

o adefensible market position,

e good growth potential,

s an attractive entry price for the Company,

e the ability to structure the investment with a proportion of secured loan notes in order to reduce risk, and
s aclearly identified route for a profitable realisation within a three-four year period

The Company invests in companies at various stages of development, including those requiring capital for expansion
and in management buy-outs, but not in start-ups Investments are spread across a range of different sectors

In respect of the 'C’ Share pool only, 1t 1s intended that at least 90% of the pool's qualfying investments {by cost) will
be in unquoted companies, with up to 10% being in companies quoted on AIM  Also in respect of the ‘C’ Share pool
only, approximately 75% of the pool’s VCT qualifying investments {by cost) will be made into companies in a broad
range of sectors, with the remainder being in a range of different companies in the media industry

In respect of the ‘D’ Share pool only, 1t i1s intended that by 29 February 2012, 75% of the funds raised under the first
‘D’ Share Linked offer will be invested in qualifying investments and that by 28 February 2013, 75% of the funds
ratised under the second ‘D’ Share Linked offer will also be invested in qualifying investments

Other investments

Funds not invested in qualifying investments will be held in cash, iquidity funds, fixed interest securities of A- rating
or better or in investments onginated in hne with the Company's qualifying VCT policy but which do not quahfy under
the VCT rules for technical reasons
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Venture capital trust regulations
In continuing to maintain its VCT status, the Company complies with a number of regulations as set out in Part 6 of
the Income Tax Act 2007 How the main regulations apply to the Company 1s summarised as follows

1 The Company holds at least 70% of its investments in qualifying companies (as defined by Part 6 of the
Income Tax Act 2007),

2 Atleast 30% (70% in respect of funds raised after 5 April 2011) of the Company’s qualifying investments (by
value) are held in “eligible shares” — {“eligible shares” generally being ordinary share capital),

3 At least 10% of each investment in a qualifying company is held in “eligible shares” (by cost at time of
investment),

4  No investment constitutes more than 15% of the Company’s total investments (by value at time of
investment),

5 The Company’s income for each financial year 1s derived wholly or mainly from shares and secunities,

6 The Company distributes sufficient revenue dividends to ensure that not more than 15% of the income fram
shares and securities in any one year 15 retained, and

7 Amaximum unit size of £1 million in each VCT qualifying investment {per tax year}

Borrowings

It1s not the Company’s intention to have any borrowings The Company does, however, have the ability to borrow a
maximum amount effectively equal to the sum of 1ts share capital and reserves, which 1s currently equal to £34
milthon There are no plans to utilise this facility at the current time

Environmental and social policy
The Board seeks to conduct the Company’s affairs responsibly and considers relevant social and environmental
matters where appropriate

Investment management and administration fees

Beringea LLP (“Beringea”) provides investment management services to the Company for an annual fee of 2 0% of the
Ordinary Share net assets, ‘C’ Share net assets and the ‘D’ Share net assets per annum Beringea is also entitled to
recetve performance incentive fees as described further below The investment management agreement 1s
terminable by either party at any time by one year's prior written notice

The Board 1s satisfied with Beringea’s approach and procedures in providing iInvestment management services to the
Company The Directors have therefore concluded that the continuing appointment of Beringea LLP as investment

manager remains in the best interests of Shareholders

Downing Management Services Limited (“DMS”) provides administration services to the Company for a fee of
£43,000 {plus VAT & RPI adjustment) per annum

The annual running costs {excluding any performance fees payable) of the Company, for the year, are subject to a cap
of 3 25% of the Company’s net assets
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Directors’ Report and Business Review (continued)

Performance incentive fees
Ordinary Shares
Beringea and Downing Corporate Finance Limited (“DCF”) are entitled to receive performance incentive fees, which

are calculated as follows for each financial year starting on or after 1 March 2006

(1) 33% of the cumulative dividends paid tn relation to financial years starting on or after 1 March 2006 over and
above 3p per Ordinary Share per annum but less than 6p per Ordinary Share per annum, plus

(1) 20% of the cumulative dvidends paid in relation to financial years starting on or after 1 March 2006 1n excess of
6p per Ordinary Share per annum, less the cumulative amount of any performance fee previously paid

The performance incentive fees are only payable when the sum of the net asset value per Ordinary Share plus all
distributions per Ordinary Share paid since launch exceeds 130p

Beringea 1s entitled to 91% of the performance incentive fees and DCF 1s entitled to the other 9% The performance
fees payable in respect of the year under review were £327,000 {2010 £44,000) to Beringea and £33,000 (2010
£9,000) to DCF

‘C’ Shares
Beringea 15 entitled to receive performance incentive fees in respect of the ‘C' Shares These are first calculated in
relation to the financial year starting on 1 March 2012 and provided that

(1} the Company has returned to holders of ‘C’ Shares who subscribed under the ‘C’ Share prospectus 1n aggregate
an amount equal to 25p per £1 so subscribed, and

{n) the sum of the net asset value per ‘C’ Share plus distributions per ‘'C’ Share paid since launch exceeds 130p,

an annual performance incentive fee {inclusive of VAT if applicable) is payable, equal to

(1) 33% of the cumulative dwidends paid in relation to the financial years starting on or after 1 March 2010 over and
above 3p per ‘C’ Share per annum but less than 6p per 'C’ Share per annum, plus

{n}) 209% of the cumulative dvidends paid in relation to the financial years starting on or after 1 March 2010 in excess
of 6p per ‘C’ Share per annum,

less the cumulative amount of any incentive fee previously paid to the Investment Manager

No such fees were paid in respect of the ‘C’ Shares in the year under review or in the prior year

‘D’ Shares

Beringea is entitled to receive performance incentive fees in respect of the ‘0’ Shares These are first calculated in

relation to the financial year starting on 1 March 2012 and provided that

(1) the Company has returned to holders of ‘D’ Shares who subscrnibed under the ‘D’ Share prospectus in aggregate
an amount equal to 25p per £1 so subscribed, and

(1) the sum of the net asset value per ‘D’ Share plus distributions per ‘D’ Share paid since launch exceeds 130p,

an annual performance incentive fee (inclusive of VAT If applicable) 1s payable, equal to

(1) 33% of the cumulative dividends pard 1n relation to the financial years starting on or after 1 March 2012 over and
above 3p per ‘D’ Share per annum but less than 6p per ‘D’ Share per annum, plus

{u) 20% of the cumulative dividends paid in relation to the financial years starting on or after 1 March 2012 in excess
of 6p per ‘D’ Share per annum,

less the cumulative amount of any incentive fee previously paid to the Investment Manager

No such fees were paid In respect of the ‘D’ Shares in the year under review or in the prior year
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VCT status

The Company has retained PricewaterhouseCoopers LLP {“PwC"} to advise it on compliance with VCT requirements,
including evaluation of investment opportunities as appropriate, and regular review of the portfolio  Although PwC
works closely wath the Investment Manager and Administration Manager, they report directly to the Board
Comphance with the main VCT regulations as at 28 February 2011 and for the year then ended 1s summarised as
follows

1 70% of its investments in qualifying companies 77 4%

2 At least 30% of the Company's qualifying investments in “eligible shares” 38 4%

3 At least 10% of each investment held in “eligible shares” Complied
4  Noinvestment constitutes more than 15% of the Company’s portfolio Complied
5 Income s derived wholly or mainly from shares and securities 97 2%

6 No more than 15% of the income from shares and securities 15 retained 00%

7 Amaximum unit size of £1 million in each VCT qualifying investment (per tax year) Complied

Share capital

The Company has three classes of shares Ordinary Shares of 5p each {(“"Ordinary Shares”), ‘C’ Shares of 25p each (“'C’
Shares”) and ‘D’ shares of 1p each ("'D’ Shares”) Each share class has a separate pool of assets attributable to it, with
each class bearing a proportion of the running costs of the Company Ordinary Shares, ‘C’ Shares and ‘D’ Shares rank
par: passu with each other in terms of voting and other nghts The proportion of the Company’s net assets
attributable to the Ordinary Shares, ‘C’ Shares and ‘D’ Shares are 45%, 33% and 22% respectively

At the 2010 AGM, Shareholders authorised the Company to make market purchases of its own shares of up to 14 9%
of the share capital in 1ssue at that date and to waive pre-emption rights and issue up to 3,803,933 Ordinary Shares,
2,178,244 'C’ Shares and 1,213,983 ‘D’ Shares

Between 23 March 2010 and 29 October 2010, 2,800,108 ‘D’ Shares with an aggregate nominal value of £28,000
were issued at £1 per share pursuant to the offer far subscription under the prospectus dated 20 November
2009 The aggregate consideration for the shares was £2,765,000 which excluded share 1ssue costs of £154,000

Between 1 April 2010 and 28 May 2010, 2,136,795 Ordinary Shares with an aggregate value of £107,000 were
1ssued at 56 1p per share pursuant to the top-up offer for subscription dated 16 November 2009 The aggregate
consideration for the shares was £1,171,000 which excluded share 1ssue costs of £66,000

In accordance with the Company’s policy as discussed in the Chairman’s Statement, during the year, the
Company repurchased 524,829 Ordinary Shares with an aggregate nominal value of £26,000, being 2 2% of the
Ordinary Share capital The Qrdinary Shares were repurchased for an average consideration of 47 4p per share
and an aggregate consideration of £249,000 The Company also repurchased 56,375 ‘C’ Shares with an aggregate
nominal value of £14,000, being 0 4% of the ‘C’ Share capital The ‘C’ Shares were repurchased for an average
consideration of 66 8p per share and an aggregate consideration of £38,000 in addition, the Company
repurchased 55,698 ‘D’ Shares with an aggregate nominal value of £600, being 1 0% of the ‘D’ Share capital The
‘D’ Shares were repurchased for an average consideration of 91 Op per share and an aggregate consideration of
£51,000 All shares repurchased were subseguently cancelled
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Directors’ Report and Business Review (continued)

Creditor payment policy
The Company’s payment policy 1s to pay creditors within thirty days of receipt of an invoice except where other terms
have been agreed Trade creditors of the Company at the year end amounted to £nil {2010 £nil)

Key performance indicators
At each Board meeting, the Directors consider a number of performance measures to assess the Company’s success

in meeting its investment objectives {as shown on page 1) The Board believes the Company’s key performance
indicators are Net Asset Value Total Return (NAV plus cumulative dvidends paid to date) and dividends per share {see
page 2)

In addition, the Board considers the Company’s performance in relation to other VCTs

Principal risks and uncertainties
The principal financial risks faced by the Company, which include market price risk, interest rate risk, credit risk and
hguwidity risk (being mimimal), are summansed within note 20 to the financial statements

In addition to these risks, the Company, as a fully listed Company on the London Stock Exchange and as a Venture
Capital Trust, operates in a complex regulatory environment and, therefore, faces a number of related nsks A breach
of the VCT Regulations could result in the loss of VCT status and consequent loss of tax reliefs currently available to
Shareholders and the Company bemng subject to capital gains tax Serious breaches of other regulations, such as the
UKLA Listing Rules and the Companies Act 2006, could lead to suspension from the Stock Exchange and damage to
the Company’s reputation

The Board reviews and agrees policies for managing each of these risks The Directors receive quarterly reports from
the Managers which monitor the comphance of these risks, and place reliance on the Managers to give updates in the
intervening periods These policies have remained unchanged since the beginning of the financial year

Auditor
A resolution to re-appoint Deloitte LLP as the Company’s auditor will be proposed at the forthcoming Annual General
Meeting

Amended Articles of Association

The Directors are proposing that the Company amends Article 174 of its Articles of Association to extend the date on
which Shareholders will vote as to whether the Company should continue as a venture capital trust from the annual
general meeting to be held in 2016, to that to be held 1n 2019, so that in the event the Company i1ssues new shares in
the next tax years, It continues as a VCT for a sufficient duration to enable new investors to retain the benefits of the
tax reliefs available to VCTs Resolution 9 will to be put to Shareholders at the forthcoming AGM seeking approval for
this amendment

Annual Genera! Meeting

The Annual General Meeting will be held in The Forest Room at The Hospital Club, 24 Endell Street, Covent Garden,
London WC2H 9HQ at 10 30 a m on 24 August 2011 The Notice of the Annual General Meeting and Form of Proxy
are at the end of this document

Substantial interests
As at 28 February 2011, and at the date of this repart, the Company was not aware of any beneficial interest
exceeding 3% of the 1ssued share capital

Future developments

The Directors do not foresee any major changes in the activity undertaken by the Company in the coming year The
Company continues with its objective to invest in unquoted companies throughout the United Kingdom with a view
to minimistng the risks of investment and providing both capital growth and dividend income to Shareholders over
the long term whilst maintaining VCT qualifying status
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Statement of Directors’ responsibilities

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

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

In preparing those financial statements, the Directors are required to

e select suitable accounting policies and then apply them consistently,
make tudgements and estimates that are reasonable and prudent,

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

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
to enable them to ensure that the financial statements, and the Directors’ Remuneration Report, comply with the
requirements of 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 irregulanties

The Directors are responsible for the maintenance and integnity of the corporate and financial information relating to
the Company included on the Managers’ websites Legislation in the United Kingdom governing the preparation and
dissemination of the financial statements and other infarmation included in annual reports may differ from legislation
in other jurisdictions

Directors' statement pursuant to the Disclosure and Transparency Rules
Each of the Directors, whose names are listed on page 23, confirms that to the best of each person’s knowledge

* the financoal statements, prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
give a true and fair view of the assets, habilities, financial position and results of the Company, and

* the Chairman's Statement, Investment Manager’'s Review and Directors’ Report include a fair review of the
development and performance of the business and the position of the Company together with a description of
the principal risks and uncertainties that it faces

Electronic publication

The financial statements are published on www provenvcts ¢o uk {(maintained by the Investment Manager) and also
on www downing co uk
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Directors’ Report and Business Review (continued)

Corporate governance
The Company's compliance with, and departures from, the Financial Reporting Council’s Combined Code on
Corporate Governance June 2008 {(www frc org uk} 15 shown on pages 3210 35

The Corporate Governance Statement describes how the principles and supporting principles within the Combined
Code, published in June 2008, have been applied by the Company throughout the year ended 28 February 2011,
except where disclosed within the Corporate Governance Statement

Statement as to disclosure of information to the Auditor

The Directors in office at the date of the report have confirmed, as far as they are aware, that there 1s no relevant
audit information of which the Auditor 1s unaware Each of the Directors has confirmed that they have taken all the
steps that they ought to have taken as Directors in order to make themselves aware of any relevant audit information
and to establish that it has been communicated to the Auditor This confirmation 1s given and should be interpreted
in accordance with the provisions of section 418 of the Companies Act 2006

By order of thgd

Grant Whiteho - M’M
Secretary

39 Earlham Street

London WC2H SLT

30 June 2011
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Statement of Corporate Governance

The Directors support the relevant prinaples of the Combined Code 1ssued in June 2008 (“the Combined Code”),
being the principles of good governance and the code of best practice, as set out in the Combined Code With effect
from 1 March 2011, the Company adopted the principles of the updated UK Corporate Governance Code {issued May
2010)

Application of the Principles of the Code

The Board attaches importance to matters set out in the Combined Code and its principles However, as a venture
capital trust company, most of the Company’s day to day responsibilities are delegated to third parties and the
Directors are all non-executive

The Board
The Company has a Board comprising three non-executive Directors  The Chairman and senior Director 15 Andrew

Davison Andrew Davison and Barry Dean are considered to be independent Directors by the Board Biographical
details of ali Board members {including the significant commitments of the Chairman) are shown on page 23

Directors are subject to re-election at the first AGM after their appointment and by rotation thereafter In
accordance with the Combined Code, two Directors were re-elected during the year At the next AGM, two Directors
are offering themselves for re-election Barry Dean is retiring by rotation and, in accardance with the UK Corporate
Governance Code, Andrew Davison 1s retinng as a result of being a Director of the Company for more than nine years

Full Board meetings take place quarterly and the Board meets more regularly to address specific 1ssues, in¢cluding
conssdering recommendations from the Investment Manager, and reviews, penodically, the terms of engagement of
all third party adwisers (including the Investment Manager and Administration Manager) The Board has a formal
schedule of matters specifically reserved for its decision

The following table sets out the Directors’ attendance at full Board and Committee meetings held during the year
ended 28 February 2011

Audit Remuneration
Board meetings Committee meetings Committee meetings
Director held attended held attended held Attended
Andrew Davison _ 4 4 2 2 o - -
Barry Dean a4 3 Y A
Malcolm Moss 4 3 2 2 - -

The Board has also established procedures whereby Directors wishing to do so in the furtherance of their duties may
take independent professional advice at the Company’s expense

All Directors have access to the advice and services of the Company Secretary The Company Secretary provides the
Board with full information on the Company’s assets and liabilities and other relevant information requested by the
Chairman, in advance of each Board meeting

The Board has not appointed a nomination committee as it considers itself to be small and i1t camprises wholly nan-
executive Directors Appointments of new Directors are dealt with by the full Board

Board performance evaluation

An evaluation of the performance of the Board, each of its Committees and of the non-executive Directors was
conducted using a series of questionnaires A broad range of standard topics was covered, including the programme
of regular Board or Committee business, Board behavtours and strategy Different questions were used for assessing
the skills and contributions of each of the Chairman and non-executive Directors The survey will be updated each
year, including the approach to nsk, Board training and Directors’ ability to provide effective challenge
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Statement of Corporate Governance (continued)

The Board considered whether to introduce an external faciitator to manage the evaluation However, it concluded
that the Company Secretary was well placed to devise updated questions that are relevant and appropriate to the
Company and that, having attended Board and Committee meetings throughout the year, he and the Chairman
would also understand and ensure a full and frank discussion around any concerns raised

The Chairman has reviewed the results of the questionnaire and followed up relevant matters with each Director The
outcome of the 2011 Board review has confirmed that the Directors consider the Board to have a good balance of
skills and to be working well

Remuneration Committee

The Board has appointed a Remuneration Committee compnising all Directors and chaired by Andrew Davison The
Committee generally meets ance a year and at other times as required and has specific terms of reference in order to
fulfil its duties in respect of matters relating to remuneration

Audit Committee

The Company has an Audit Committee comprising Barry Dean and Andrew Davison This Committee has defined
terms of reference and duties The Committee met twice during the year with all members bemng in attendance
Each of the members of the Audit Committee has recent and relevant financial experience as evidenced by their
biographies on page 23

The Audit Committee 1s responsibte for reviewing the annual accounts before they are presented to the Board, and
normally will also review the half yearly accounts It is also responsible for reviewing the terms of appointment of the
Auditor, together with their remuneration, as well as a full review of the effectiveness of the Company’s internal
contro! and risk management systems

Any non-audit services provided by the Auditor are reviewed and approved by the Committee prior to being
undertaken, to ensure that auditor objectivity and independence 1s safeguarded The Committee 1s satisfied with the
performance of the Auditor and recommends to Shareholders that they be reappointed as auditor for the
forthcoming year

The Committee reviewed the internal financial controls and concluded that they were still appropriate to the
Company They also considered the need for an internal audit function and concluded that this function would not
be an appropriate control for a venture capital trust As the Company has had no staff, other than Directors, there are
no procedures In place in respect of C3 4 of the Combined Code

Relations with Shareholders

Shareholders have the opportunity to meet the Board at the AGM The Board 1s also happy to respond to any written
queries made by Shareholders during the course of the year, or to meet with major Shareholders if so requested A
shareholder presentation for all ProVen VCTs ts also held each year and Shareholders are invited to attend

In addition to the formal business of the AGM, representatives of the management team and the Board are available
to answer any questions a Shareholder may have

Separate resolutions are proposed at the AGM on each substantially separate 1ssue The Administration Manager
collates proxy votes and the results {together with the proxy forms) are forwarded to the Company Secretary
immediately prior to the AGM In order to comply with the Combined Code, proxy votes are announced at the AGM,
following each vote on a show of hands, except in the event of a poll being called

The notice of the next AGM and proxy form can be found at the end of these financial statements

The terms of reference of the Audit and Remuneration Committees and terms and conditions of appointment of non-
executive Directors are available to Shareholders upon request
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Financial reporting

The Directors’ statement of responstbilities for preparing the accounts 1s set out in the Directors’ Report on page 30
and a statement by the Auditor about their reporting responsibilities 15 set out in the Independent Auditor’s Report
on page 39

Internal control

The Board has adopted an internal Control Manual {“Manual”}) for which they are responsible, which has been
compiled to comply with the Combined Code {and going forward to comply with the UK Corporate Governance Code)
The Manual 1s designed to provide reasonable, but not absolute, assurance against material misstatement or loss,
which it achieves by detathng the perceived risks and controls in place to mitigate them The Board reviews the
perceived risks in line with relevant guidance on an annual basis and implements additional controls as appropriate

The Board i1s responsible for ensuring that the procedures to be followed by the advisers and themselves are in place,
and reviews the effectiveness of the Manual, based on the report from the Audit Commuttee, on an annual basis to
ensure that the controls remain relevant and were in operation throughout the year

Although the Board 1s ulumately responsible for safeguarding the assets of the Company, the Board has delegated,
through written agreements, the day-to-day operation of the Company to the following adwvisers

Venture Capital investment Management Beringea LLP
Administration Downing Management Services Limited

Share capital

The rights and obligations attaching to the Company’s shares, including the power of the Company to buy back shares
and details of any significant Shareholders, are set out on pages 4 and 5 of the Charman’s Statement and page 29
Report of the Directors

Going concern

The Company's business activities, together with the factors likely to affect its future development, performance and
position, are set out in the Chairman’s Statement on page 3, the Investment Manager’s Review on page 6 and the
Directors’ Report on page 24 The financial position of the Company, its cash flows, iguidity position and borrowing
facilities are shown in the Balance Sheet on page 44, the Cash Flow Statement on page 45 and the Directors’ Report
on page 24 In addition, notes 15 and 20 to the financral statements include the Company’s chjectives, policies and
processes for managing its capital, its financial risk management objectives, details of its financial instruments, and its
exposures to credit nsk and hquidity risk

The Company has considerabie financial resources both at the year end and at the date of this report, and holds a
diversified portfolio of iInvestments As a consequence, the Directors believe that the Company 1s well placed to
manage its business risks successfully despite the current uncertain economic outlook

The Directors have a reasonable expectation that the Company has adequate resources to continue 1n operational

existence for the foreseeable future Thus, they continue to adopt the going concern basis of accounting in preparing
the annual financial statements
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Statement of Corporate Governance (continued)

Comphance statement
The Listing Rules require the Board to report on compliance with the forty-eight Combined Code provisions
throughout the accounting period With the exception of the imited items outhned below, the Company has
complied throughout the accounting year ended 28 February 2011 with the provisions set out in Section 1 of the
Combined Code
a) New Directors do not receive a full, formal and tallored induction on joining the Board Such matters are
addressed on an indwvidual basis as they anise  Also the Company has no major Shareholders so Shareholders
are not given the opportunity to meet any new non-executive Directors at a specific meeting other than at
the Annual General Meeting (A5-1, A3-3)
b) The Directors do not have service contracts in place (B1-6) The Directors have agreed letters of
appointment in place with a three month notice pertod
c) Untl 24 August 2010, the Company did not have a majority of independent directors, as defined by the
Combined Code 1ssued in June 2008, as a result of other directorships of companies with the same
Investment manager This was corrected when Nicholas Lews resigned Until 24 August 2010, the Board
considered that all Directors had sufficient experience to be able to exercise proper judgement within the
meaning of the Combined Code (A3-2, A3-3) (Consequently the remuneration and audit committees did not
comply with B2-1 and C3-1)
d) Due to the size of the Board, the Company does not have a formal nomination committee Relevant matters
were dealt with by the full Board (A4-1, B2)

By order of Board
Grant Whitehouse %,\'A
Secretary

39 Earlham Street

London WC2H 9LT

30 June 2011
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Directors’ Remuneration Report

The Board and Remuneration Committee have prepared this report, in accordance with the requirements of the
Companies Act 2006 A resolution to approve this report will be put to the members at the Annual General Meeting
to be held on 24 August 2011

Under the requirements of Section 497, the Company’s Auditor 15 required to audit certain disclosures contained
within the report  These disclosures have been highlighted and the audit opinion thereon 1s contained within the
Independent Auditor's Report on page 39

Remuneration Committee
The Remuneration Committee comprises all members of the Board and 1s chaired by Andrew Davison

Directors' remuneration policy
Directors’ remuneration i1s calculated in accordance with the Company's Articles of Association as follows

*  The Directors shall be paid cut of the funds of the Company by way of fees for their services, an aggregate
sum not exceeding £100,000 per annum The Directors shall also recewve by way of additional fees such
further sums {if any) as the Company in General Meeting may from time to time determine Such fees and
additional fees shall be divided among the Directors in such proportion and manner as they may determine
and in default of determination equally

e The Directors shall be entitled to be repaid all reasonable travel, hotel and other expenses incurred by them
respectively in the performance of their duties as Directors including any expenses incurred th attending
meetings of the Board or of Committees of the Board or General Meetings and if, in the opinion of the
Directors, 1t 1s destrable that any of their number should make any special journeys or perform any special
services on behalf of the Company or its business, such Director or Directors may be paid reasonable
additional remuneration and expenses as the Directors may from time to time determine

Directors’ remuneration, as shown in the table below, is set at a level designed to reflect the time commitment and
high level responsibiity borne by the non-executive directors and should be broadly comparable with that paid by
similar companes

Directors’ agreements

Each of the Directors has an agreed letter of appointment whereby he s required to devote such time to the affairs of
the Company as the Board reasonably requires consistent with his role as a non-exacutive Director A three month
rolling notice applies

Directors’ remuneration {audited)
Directors’ remuneration for the year under review was as follows

Year ended Year ended
28 Feb 2011 28 Feb 2010
£'000 £'000
Andrew Dawvison (Chairman) - . 20
_Barry Dean o - 21 20
Malcolm Moss 15 15
Nicholas Lews (resigned 24 August 2010) 2 15
63 70

No other emoluments or penston contributions were paid by the Company to, or on behalf of, any Director The
remuneration levels for the forthcoming year are expected to be at the following rates

Annual Rate |

£'000 )
Andrew Davison (Chairman) o 30
Barry Dean L N 22
MalEg_Im Moss o o o 15
67
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Directors’ Remuneration Report (continued)

Insurance cover
Directors’ and Officers’ hability insurance cover 1s held by the Company in respect of the Directors

Performance graph

The charts below represent the Company’s Ordinary Share, ‘C’ Share, and ‘D’ Share performance over the reporting
periods since launch of the respective share classes and compares the Net Asset Value Total Return and the Share
Price Total Return to a rebased FTSE All Share Total Return Index Net Asset Value Total Return is calculated as Net
Asset Value plus dividends and/or capital distributions reinvested in the share class at the Net Asset Value prevailing
at the date the dividends/distributions were paid Share Price Total Return 15 calculated in a similar way, but
reinvesting dividends at the mid-market share price at the date dividends are paid The FTSE All Share Total Return
Index 1s not constdered to be a benchmark for the Company but has been selected as it i1s considered to be the most
relevant publicly available index All series have been rebased to 100 at the relevant launch dates
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By og the Board
Grant |tW

Secretary
39 Earlham Street
London WC2H 9LT

30 June 2011
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Independent Auditor's Report to the Members of ProVen VCT plc

We have audited the financial statements of ProVen VCT plc for the year ended 28 February 2011 which comprise
the Income Statement, the Reconciliation of Movements in Shareholders’ Funds, the Balance Sheet, the Cash Flow
Statement and the related notes 1 to 23 The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibifities Statement, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view Qur responsibility 1s to audit
and express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropriate to the Company’s
arcumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information in the annual report to identify matenal inconsistencies with the
audited financral statements If we become aware of any apparent matenal misstatements or inconsistencies we
consider the implications for our report

Opinion on financial statements
In our opinion the financial statements
¢ gwve a true and fair view of the state of the Company’s affairs as at 28 February 2011 and of its profit for the
year then ended,
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and
e have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opinion
s the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with
the Companies Act 2006, and
* the information given in the Directors’ Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements
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Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you if, in our opinion

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

the financial statements and the part of the Directors’ Remuneration Report to be audited are notin
agreement with the accounting records and returns, or

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

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

Under the Listing Rules we are required to review

the directors’ statement, contained within the Statement of Corparate Governance, in relation to going
concern,

the part of the Statement of Corporate Governance relating to the Company's compliance with the nine
provisions of the June 2008 Combined Code specified for our review, and

certain elements of the report to Shareholders by the Board on directors' remuneration

%‘4@’/\%

Stuart McLaren {Senior Statutory Auditor)
for and on behalf of Delortte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

30 June 2011
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Income Statement
for the year ended 28 February 201

Company Position

Year ended 28 February 2011

Year ended 28 February 2010

Note Revenue Capital Total Revenue Capital Total
£'000 £'000 £000 £'000 £000 £'000
Income 2 831 - 831 266 - 266
Gains on investments 11 - 3,961 3,961 - 591 581
831 3,961 4,792 266 551 857
Investment management fees 3 {160) (480} {640) {144) {431) (575)
Performance incentive fees 4 - (360) {360) - {53} {53)
Recoverable VAT 5 - - - - 1 1
Other expenses 6 (253} - (253) {713} - {713}
Return on ordinary activities
before tax 418 3,121 3,539 {591} 108 {483)
Tax on ordinary activities 8 - - - - - -
Return attributable to equity
shareholders 418 3,121 3,539 (591) 108 {483)
Return per Ordinary Share 10 18p 12 4p 142p {0 8p) {12p) {20p)
Return per ‘C’ Share 10 {0 Op) 13p 13p {23p) 31p 08p
Return per ‘D’ Share 10 {0 5p) (2 6p) (3 1p) {11p) (14p) (2 5p}

All revenue and capital movements in the year for the Ordinary Shares, ‘C’ Shares and ‘D’ Shares relate to continuing

operations No operations were acquired or discontinued during the year The total column within the Income
Statement represents the profit and loss account of the Company, prepared in accordance with the accounting
pohcies detailed in note 1 to the financial statements The supplementary revenue and capital columns are presented
for information purposes in accordance with the Statement of Recommended Practice 1ssued by The Association of

Investment Companies

A Statement of Total Recognised Gains and Losses relating to each class of share has not been prepared as all gains

and losses are recognised in the relevant Income Statements in the current and prior year as shown on pages 42 and

43 and above

Other than revaluation movements arising an investments held at fair value through the Income Statement, there
were no differences between return as stated on pages 42 and 43 and above at historical cost
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Income Statement
for the year ended 28 February 201

Spht as*
QOrdinary Shares

Year ended 28 February 2011

Year ended 28 February 2010

Revenue Capital Total Revenue Capital Total

£000 £'000 £000 £000 £000 £000

Income . 626 - 626 170 - 170
Gains/(losses) on investments o - 3,709 3,709 - (26} (26)

L ) 626 3,709 4,335 170 (26} 144
_Investment managementfees ~  (70) (208) ~ (278) (66) {197) {263)
Performance incentivefees - __ (3€0)_ ____(360) S 53 __ _ 83)

Recoverable VAT . .. - - 1 1
Other expenses _ (96) - (96) {304) - (304)
Return on ordmary activities before tax 4560 _ 314 3,601 {200) (275) (475)

Tax on ordinary activities - - - - - -
_Return attnibutable to equity sharehelders 480 3,141 3,601 {200} {275) {475)

'C' Shares
Year ended 28 February 2011 Year ended 28 February 2010

Revenue Capital Total Revenue Capital Total

£'000 £°000 £000 £'000 £000 £000

lnoecome 1% - 153 75 - 75

_Gains on investments S - 342 342 - 617 617
. = = - .. 2 4% 75 617 692
Investment management fees — (53) _(159) (2120 %) (165) (2200

Performance incentive fees - - - - - -

Recoverable VAT - - - - - -
Other expenses N o {99) - {39) {355) - {355)

_Return on ordinary activities beforetax 1 _ 183 184 (335} _ 452 117

Tax on ordinary activities : - - - - - -

Return attributable to equity shareholders 1 183 184 (335) 452 117
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Income Statement

for the year ended 28 February 201

‘D’ Shares

Year ended 28 February 2011 Year ended 28 February 2010
Revenue Capital Total Revenue Capital Fotal
£000 £000 £'000 £000 £'000 £000
Income 52 - 52 21 - 21
Losses on investments - {90) {90} - - -
. 52 (90) {38) 21 - 21
Investment management fees (37) {113) {150) (23) (69) {92)
Performance incentive fees - - - - - -
Recoverable VAT - - - - - -
Other expenses (58) - {58) (54) - (54)
Return on ordinary activities before tax {43) {203) {246) (56) _ {69) {125)
Tax on ordinary actvities - - - - - -
_Return attributable to equity shareholders (43) (203) (246) (56) {69) {125)

Reconciliation of Movements in Shareholders' Funds
for the year ended 28 February 2011

Year ended 28 February 2011

Year ended 28 February 2010

Ordinary i oy D Ordmnary o

Shares Shares Shares Total Shares Shares  Shares Total

Note £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Opening shareholders’ funds 12,929 10,986 5,097 29,022 13,824 11,053 3 24,877
Issue of shares 1,199 - 2,800 3,999 - - 5526 5,526
Share 1s5ue costs (66) - (154) (220) - - {304) (304)
_Purchase of own shares (249) (38) {51) (338) {180) {28) - (208)
Total recognised gains/{losses) for the year 3,601 184 {246) 3,539 (475) 117 {125) {483)
_Distributions _ 9 {2,036) - {2,036) {240) {146) . {386)

Closing shareholders’ funds 15,378 11,142 7,446 33,966 12,929 10,996 5,097 29,022

The accompanying notes are an integral part of these financial statements
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Balance Sheet
as at 28 February 201

28 February 2011 28 February 2010

QOrdinary ' i*) Ordinary ' D
Shares Sharas Shares Total Shares Shares Shares Total
Note £'000 £'000 £'000 £'000 £000 £000 £000 £000
Fixed assets
Investments 11 11,016 8,833 1,641 21,490 9,543 7,114 - 16,657
Current assets
Debtors 12 10 109 19 288 31 s 1 4
Current investments 13 3,400 1,350 4,450 9,200 3,190 3,460 3,550 10,200
Cash at bank and in hand . 1,464 950 1,400 3,814 1,172 519 2,633 4,324
5.024 2,409 5869 13,302 4393 3988 6,184 14,565

Creditors amounts falling

due within one year 14 {662} {100} (64) {826) {1,007} {106) {1,087)  {2,200)
Net current assets 4,362 2,309 5,805 12,476 3,386 3,882 5,097 12,365
Total assets less current habilities/
Net assets 15,378 11,142 7,446 33,966 12,929 10,996 5,097 29,022
Capital and reserves
Called up share capital 15 1,260 3629 83 4972 @ 1,179 3,643 55 4,877
Capital redemption reserve 16 211 26 1 238 185 12 - 197
Share premium 16 1,026 _ - ___ 178 8811 _ - - 5,167 5,167
Special reserve 16 8,247 6,666 - 14,513 8,961 9,676 - 18,637
Capital reserve —realised 16 3,700 - (182) 3,518 3,553 - (69) 3,484
Revaluation reserve 16 622 1,016 (90) 1,548 {1,041) {2,139} - (3,180
Revenue reserve 16 312 {195) {151) {34) 92 (196) {56) (160)
Equity shareholders’ funds 15,378 11,142 7,446 33,966 12,929 10,996 5,097 29,022
Net asset value per share 17 610p  768p  900p o 54 8p 75 5p 92 2p B

The financial statements on pages 41 to 60 were approved and authorised for 1ssue by the Board of Directors on 30 June 2011
and were signed on its behalf by

Andrew Davison
Chairman
Proven VCT plc

Company number 3911323

A

The accompanying notes are an integral part of these financial staterments
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Cash Flow Statement
for the year ended 28 February 2011

Year ended 28 February 2011

Year ended 28 February 2010

Ordinary 'c ‘D Ordinary c i
Shares Shares Shares Total Shares Shares  Shares Total
Note £'000 £000 £000 £'000 £000 £000 £000 £'000
Net cash {outflow)/inflow from
_operating activities 18 (582) {264) (1,197)  (2,043) {1,463) {198) 961 (700)
Capital expenditure
Purchase of investments 11 (984) (1,885) (1,731} {4,600} {1,203) {1,799} - (3,002)
Sale of investments 11 3,220 508 - 3,728 547 21 - 568
Net cash {outflow)/inflow from
cgp:;aLejpendlture 2,236 {1,377) (1,731} {872} (656) {1,778) - {2,434)
Equitydvidendspad 9 {2,036) - - (2,036} (240) {146) - {386)
Management of iquid resources
Purchase of current investments held as
___hquidity funds (210) - {900) {1,110} - - {3,550) {3,550}
Withdrawal from hquidity funds - 2,110 - 2,110 1,000 2,550 - 3,550
Net cash inflow/(outflow) from
___hgud resources (210) 2,110 {900} _ 1,000 1,000 2,550 {3,550) -
“Net cash (outflow)}/inflow
before financing e (592) 469  (3,828) {3,951} (1,359} 428 {2,589) {(3,520)
Financing
Proceeds from share i1ssues 1,199 - 2,800 3999 o 5,526 5,526
Shareissuecosts 15 (66) - {154) {220} - - _ (304) (304)
Purchase of ownshares =~ 15 (249) (38) {51} {338) {180} (28) - (208)
Net cash inflow/({outflow) from
__financing §84 (38) 2,595 3,441 {180) {28) 5,222 5,014
{Decrease)/increase in cash 19 292 431 (1,233) {510) {1,539) 400 2,633 1,494

The accompanying notes are an integral part of these financial statements
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Notes to the Accounts
for the year ended 28 February 2011

1

Accounting policies

Basis of accounting

The Company has prepared its financial statements under UK Generally Accepted Accounting Practice (“UK
GAAP”} and in accordance with the Statement of Recommended Practice “Financial Statements of Investment
Trust Companies and Venture Capital Trusts” revised January 2009 {“SORP*}

The financial statements are prepared under the historical cost convention except for the revaluation of certain
financial instruments measured at fair value

The Company implements new Financial Reporting Standards (“FRS") 1ssued by the Accounting Practices Beard
when required

Going concern

The Directors have, at the time of approving the financial statements, a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future Thus they
continue to adapt the going concern basis of accounting in preparing the financial statements Further detail1s
contained in the Statement of Corporate Governance on page 34

Presentation of Income Statement

In order to better reflect the activities of an investment company and in accordance with guidance 1ssued by the
Association of Investment Companies (“AIC”), supplementary information which analyses the Income Statement
between items of a revenue and capital nature has been presented alongstde the income Statement The net
revenue 15 the measure the Directors believe appropniate in assessing the Company's compliance with certain
requirements set out in Part 6 of the Income Tax Act 2007

Fixed assets investments

Investments are designated as “fair value through profit or loss” assets due to investments being managed and
performance evaluated on a fair value basis A financial asset 1s designated within this category if it 1s both
acquired and managed, with a view to selling after a period of time, in accordance with the Company’s
documented investment policy The fair value of an investment upon acquisition 1s deemed to be cost
Thereafter, investments are measured at fair value in accordance with the International Private Equity and
Venture Capital Valuation Guidelines {(“IPEV Guidelines”) together with FRS26 - Financial Instruments
Recognition and Measurements

Publicly traded investments are measured using bid prices in accordance with the IPEV Guidelines

The valuation methodologies used by the Directors for assessing the fair value of unguoted investments are as
follows

Price of recent investment,

Multiples,

Net assets,

Discounted cash flows or earnings (of underlying business),

Discounted cash flows (from the investment), and

Industry valuation benchmarks

The methodology apphed takes account of the nature, facts and circumstances of the individual Investment and
uses reasonable data, market inputs, assumptions and estimates in order to ascertain faw value

Fixed asset investments are derecognised when the contractual rights to the cash flows from the asset expire or
it transfers the asset and substantially all the risks and rewards of ownership of the asset to another entity
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Notes to the Accounts (continued)
for the year ended 28 February 201

1

Accounting policies (continued)

Where an investee company has gone Into receivership or liquidation, or there 1s ittle hkelihood of a recovery
from a company in admirustration, the loss on the investment, although not physically disposed of, 1s treated as
being realised

Gains and losses ansing from changes in fair value are included in the Income Statement for the year as a capital
item

It 1s not the Company’s policy to exercise significant influence over investee companies Therefore, the results
of these companies are not incorporated into the Income Statement except to the extent of any income
accrued This 1s In accordance with the SORP that does not require portfolio investments to be accounted for
using the equity method of accounting

Current assets investments

Current asset investments, which comprise investments in iquidity funds with AAA rating, are held at fair value
through profit and loss and are marked-to-market These assets are purchased and redeemed under a contract
and the assets are recognised and derecognised on the trade date These assets are imtially measured at cost
and subsequently valued at fair value, being the closing price of the fund as 1ssued by the provider

Income

Dividend income from investments 1s recognised when the shareholders’ rights to receive payment has been
established, normally the ex-dwidend date, or, where no ex-dividend date 15 established, when the Company’s
right to receive payment is established

Interest iIncome 1s accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate apphcable and only where there 1s reasonable certainty of collection Income which 1s not capable of being
received within a reasonable peniod of time Is reflected in the capital value of the investments

Expenses

All expenses are accounted for on an accruals basis In respect of the analysis between revenue and capttal

itermns presented within the Income Statement, all expenses have been presented as revenue items except as

follows

» expenses which are incidental to the acquisition of an investment are deducted from the Capital Account,

+ expenses which are incidental to the disposal of an investment are deducted from the disposal proceeds of
the investment, and

e expenses are sphit and presented partly as capita) items where a connection with the maintenance or
enhancement of the value of the investments held can be demonstrated and accordingly the investment
management fee has been allocated 25% to revenue and 75% to capital, in order to reflect the Directors’
expected long-term view of the nature of the investment returns of the Company

Taxation

The tax effects of different items in the Income Statement are allocated between capital and revenue on the
same basis as the particular item to which they relate using the Company’s effective rate of tax for the
accounting period

Due to the Company’s status as a venture capital trust and the continued intention to meet the conditions
required to comply with Part 6 of the Income Tax Act 2007, no prowvision for taxation 1s required in respect of any
realised or unrealised appreciation of the Company’s investments

Deferred taxatton 1s provided in full on timing differences that resu't in an obligation at the balance sheet date

to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise
based on current tax rates and law

47




Accounting policies (continued)

Taxation {continued)

Timing differences anse from the inclusion of items of Income and expenditure in taxation computations in

penods different from those in which they are included in the financial statements Deferred tax assets are

recognised to the extent that it 1s regarded as more likely than not that they will be recovered Deferred tax
assets and habiities are not discounted

Other debtors and other creditors
Other debtors and other creditors are included within the accounts at amortised cost less provision for
impairment

Share 1ssue costs
Expenses in relation to share issues are deducted from the Share Premium Account upon allotment of shares

Income
2011 2010
£000 £'000
Income from investments
Loan stock interest 707 144
Dividend income o o B 43 32
Liguidity funds Interest o e 58 68
808 244

Other income i )

Deposit interest i 23 22
Other income B - -

831 266

The Directors consider that the Company has one class of business and that all its activities arise in the United
Kingdom

Investment management fees

2011 2010
£'000 £000
Investment management fees 640 575

The Company has an agreement with Beringea LLP for the provision of management services in respect of its
portfolio of venture capital investments, which 1s terminable with one year’s notice  The management fee 1s
based upon an annual amount of 2 0% of net assets The annual running costs {excluding performance incentive
fees and trail commission) of the Company are subject to a cap of 3 25% of the Company’s net assets

Performance incentive fees

2011 2010

£000 £'000

Beringea LLP 327 44
Downing Corporate Finance Limited . a3 9
360 53

Beringea LLP {“Beringea”) and Downing Corporate Finance Limited (“DCF”) are entitled to receive performance
incentive fees as described n the Directors’ Report on page 27 The performance incentive fees above relate
solely to the Ordinary Shares and are stated inclusive of VAT Fees are attributed to capital or revenue In
accordance with the dwvidend on which they are based No performance incentive fees were due dunng the year
in respect of the ‘C’ Share peol or the ‘D’ Share pool
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Notes to the Accounts (continued)
for the year ended 28 February 201

5

Recoverable VAT
2011 2010
£°000 £000
VAT recoverable on investment management fees - 1

Other expenses

2011 2010
£'000 £000
Administration services o 57 53
Directors’ remuneration 72 72
Socal security costs 5 5
Auditor's remuneration for audit of the Company’s annual accounts 19 16
Provision for loan stock interest (previously recognised) - 411
Other o o L 100 156
253 713

Directors’ remuneration
Details of remuneration {excluding employers’ NIC and VAT) are given in the Directors” Remuneration Report on
page 36

The Company had no employees (other than Directors) during either year Costs in respect of Directors are
disclosed in note 6

Tax on ordinary activities

2011 2010
£'000 £000
(a) Tax charge for year
Current year e e
UK corporation tax (charged to the revenue account) . -
Chargedto capital expenses ) S - -
Charge for year - -
{b} Factors affecting tax charge for the year
Return on ordinary activities before taxation B 3,539 (483)
Tax charge calculated on return on ordinary activities before taxation at the
applicable rate of 21% (2010 28%) 743 (135)
Effects of ) )
UK dividend {income}) (9) (9)
Gan on Investments {832) (165)
Disallowable expenses 11 13
_Excess capital investment nla_rlageme_n_tfe_es ) o ) 87 296

(c} Excess management fees

Excess management fees, which are available to be carnied forward and set off against future taxable income,
amounted to £4,066,000 (2010 £3,650,000) The deferred tax asset of £1,098,000 (2010 £1,022,000) has not
been recognised due to the fact that it i1s unlikely the excess management fees will be set off in the foreseeable
future
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9 Dividends

Year ended 28 February 2011

Year ended 28 February 2010

Revenue Capital Total Revenue Capital Total
Pence £'000 £000 £'000 £°000 £'000 £'000
Ordinary Share dividends
Paid in year
2010 Final 8§00 2,036 2,036 - - -
2008 Final 100 - - - - 240 240
- 2,036 2,036 - 240 240
‘C’ Share dwidends
Paid in year
2009 Final _ 100 - - - - 146 146
- - - - 146 146

The Company declared an interim dividend in respect of the year ended 28 February 2011 of 6 25p per Ordinary
Share {being 1 8p revenue and 4 45p capital) on 15 February 2011, to be paid on 29 July 2011 to Shareholders
on the register an 3 June 2011 It s estimated that the aggregate amount of this dividend will be £1,729,000
based on the Ordinary Shares in 1ssue at the date of this report

10 Basic and diluted return per share

Year ended 28 February 2011

Year ended 28 February 2010

Ordinary ‘c D Ordinary c D
Shares Shares Shares Shares Shares Shares
Revenue return per share based on
_"ft revenue after taxation (£'000} 460 1 (43) {200) {335) {56}
Weighted average number of
shares n issue 25,260,698 14,524,976 7,964,787 23,857,331 14,610,800 5,077,961
Pence per share 18p {0 Op) {0 5p) {0 8p) (2 3p) (11p)
Capital return/{loss) per share based on
Net capital gainf{loss) for the
financial year {£000) 3,141 183 (203} (275) 452 (69)
Weighted average number of
_ﬂarﬁlnﬁsg_ . 25,260,698 14,524,576 7,964,787 23,857,331 14,610,800 5,077,961
Pence per share 124p 13p {2 6p) (12p) 31p {1 4p)

As the Company has not issued any convertible securities or share options, there 1s no dilutive effect on return
per share The return per share disclosed therefore represents both basic and diluted return per share
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Notes to the Accounts (continued)
for the year ended 28 February 201

H

12

13

Investments
“Far value through profit or loss” assets
Investments quoted Unlisted
on AIM Investments Total
£'000 £000 £'000
Opening cost at 1 March 2010 1,573 18,264 19,837
Losses at 1 March 2010 {1,036) (2,144) (3,180)
Opening fair value at 1 March 2010 537 16,120 16,657
Movement in year
Purchases at cost - 4,600 4,600
Sales - proceeds ) - (3,728) {3,728}
- realised gains on sales - 1,244 1,244
Unrealised gains in the 1ncome statement 85 2,632 2,717
Closing fair value at 28 February 2011 622 20,868 21,490
Closing cost at 28 February 2011 1,574 18,369 19,943
(Losses)/gains at 28 February 2011 (952) 2,499 1,547
Closing fair value at 28 February 2011 622 20,868 21,450

The basis of valuation was changed for a number of investments held throughout the year The combined effect
of these changes was an uplift of £583,000 in the valuation of the Ordinary Share pool and a reduction of
£37,000 in the valuation of the ‘C’ Share pool, relative to the prior year In the Ordinary Share pool, the
valuation of Campden Media (28 February 2011 valuation £1,170,000, uphft of £392,000) was changed from an
earnings multiple basis to a price of recent investment basis and the valuation of Think {28 February 2011
valuation £741,000, uplift of £338,000) was changed from a price of recent investment basis to an earnings
multiple basis In the ‘C’ Share pool, the valuation of Charterhouse Leisure {28 February 2011 valuation
£679,000, a decrease of £186,000) was changed from a price in recent investment basis to an earnings multiple
basis, the valuation of Chess Dynamics (28 February 2011 valuation £455,000, a decrease of £204,000) was
changed from a revenue multiple basis to an earnings multiple basis, the valuation of Think {28 February 2011
valuation £741,000, uphft of £338,000) was changed from a revenue multiple basis to an earmings multiple basis,
and the valuation of Blismobile {28 February 2011 valuation £270,000, uplift of £196,000) was changed from a
revenue multiple basis to a price of recent investment basis The Directars consider these changes were
necessary to enable a better assessment of the fair value of the relevant investments

Debtors

2011 2010
£000 £'000
Other debtors 238 -
Prepayments and accrued Income — 50 A
288 41

Current investments
“Fair value through profit or loss” assets 2011 2010
£°000 £'000
BlackRock Liquidity Fund {formerly BG Sterling Liguidity First Fund) 3000 3,000
InsghtlqudtyFund  _ __ _ _ . _ 3000 T 73,000
Standard Life Investments GBP Liguidity Fund 2,000 3,000
RBS Liguidity Fund _ N ___ 1,200 1,200
9,200 10,200
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14 Creditors: amounts falhing due wtthin one year

2011 2010

£'000 £'000

Unallotted share capital o o 5% 948
th_hererETalse‘c_urltycosts o ___ 71
grﬁrcrealtég_ e o - . . 986

Accruals and deferred income o o 281 259

826 2,200

Other creditors are investor subscriptions for ‘D’ Shares and Ordinary Shares owed to ProVen Growth and
Income VCT plc and ProVen Health VCT plc

15 Called up share capital

2011 2010
£000 £'000

1ssued, allotted, called up and fully-paid
25,190,612 (2010 23,578,646) Ordinary Shares of Speach 1,260 1,179
14,514,942 (2010 14,571,317} 'C’ Shares of 25p each . 3,629 3,643
8,269,911 {2010 5,525,501} ‘D’ Shares of 1p each o 83 55
4,972 4,877

Management of capital

The Company's capital is managed in accordance with its investment policy as shown in the Directors’ Report, In
pursuit of tts principal investment objectives as stated on page 1 There has been no significant change tn the
objectives, policies or processes for managing capital from the previous year

By its nature the Company has an amount of capital which must be invested, and retained, in the relatively high
risk asset class of small UK companies broadly within three years of that capital being subscribed The Company
accordingly has limited scope to manage its capital structure in ight of changes in economic conditions and the
risk characteristics of the underlying assets Subject to this overall constraint upon the changing capital
structure, the Company may adjust the amount of dividends patd to Shareholders, purchase 1ts own shares,
1ssue new shares or sell assets if so required to maintain a level of liquidity to remain a going concern  Although
the Company 1s permitted to borrow to give a degree of flexibility, there are no current plans to do so

As the Company has a low level of liabilities, the Board considers the Company’s net assets to be its capital The
Company does not have any externally imposed capital requirements

The Company has the authority to buy back shares as described in the Directors’ Report

Between 23 March 2010 and 29 October 2010, 2,800,108 ‘D’ Shares of 1p each {“'D’ Shares”) with an aggregate
nominal value of £28,000, were 1ssued at £1 per share pursuant to the offer for subscription under a prospectus
dated 20 November 2009 The aggregate consideration for the shares was £2,800,000 which excluded share
1ssue costs of £154,000

Between 1 Apnl 2010 and 28 May 2010, 2,136,795 Ordinary Shares of 5p each {“Ordinary Shares”) with an
aggregate nominal value of £107,000, were 1ssued at 56 1p per share pursuant to the top-up offer for
subscription dated 16 November 2009 The aggregate consideration for the shares was £1,199,000 which
excluded share 1ssue costs of £66,000
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Notes to the Accounts (continued)

for the year ended 28 February 201

15 Called up share capital (continued)

During the year, the Company repurchased 524,829 Ordinary Shares with an aggregate nominal value of
£26,000, for an average consideration of 47 4p per share being an aggregate consideration of £249,000, and
representing 2 2% of the 1ssued Ordinary Share capital These shares were subsequently cancelled

During the year, the Company repurchased 56,375 ‘C’ Shares of 25p each with an aggregate nominal value of
£14,000, for an average consideratton of 66 8p per share being an aggregate consideration of £38,000, and
representing 0 4% of the issued 'C’ Share capital These shares were subsequently cancelled

During the year, the Company repurchased 55,698 ‘D’ Shares of 1p each with an aggregate nominal value of
£600, for an average consideration of 91 Op per share being an aggregate consideration of £51,000, and
representing 1 0% of the issued ‘D’ Share capital These shares were subsequently cancelled

16 Reserves

Capital Capital
redemption Special Share reserve Revaluation Revenue
reserve  reserve premium - realised reserve reserve Total
£'000 £'000 £'000 £'000 £'000 £'000 £'000

At 1 March 2010 197 18,637 5,167 3,484 (3,180) {160) 24,145
Issue of new shares - - 3,644 - - - 3,644
Purchase of own shares 41 (288) - - - {52) (299)
Expenses capitalised - - - (340} - - (840)
Gains on investments - - - 1,244 2,718 - 3,962
Retained revenue - - - - - 418 418
Transfer between reserves - (3,436) - 1,666 2,010 {240) -
Distributtons paid - - - {2,036) - - {2,036)
At 28 February 2011 238 14,913 8,811 3,518 1,548 (34) 28,994
Spht between
Ordinary Shares
At 1 March 2010 185 8,961 - 3,553 {1,041) 92 11,750
Issue of new shares - - 1,026 - - - 1,026
Purchase of own shares 26 {250) - - - - {224)
Expenses capitalised - - - {568) - - {568}
Gains on Investments - - - 1,889 1,821 - 3,710
Retained revenue - - - - - 460 460
Transfer between reserves - {464) - 862 {158} (240} -
Distributions paid - - - {2,036) - - (2,036)
At 28 February 2011 211 8,247 1,026 3,700 622 312 14,118
‘C’ Shares
At 1 March 2010 12 9,676 - - {2,139) (196) 7,353
Issue of new shares - - - - - - -
Purchase of own shares 14 (38) - - - - {24)
Expenses capitalised - - - {159) - - {159)
Gains/{losses} on investments - - - {645) 987 - 342
Retatned revenue - - - - - 1 1
Transfer between reserves - {2,972) - 804 2,168 - -
Distributions paid - - - - - - -
At 28 February 2011 26 6,666 - - 1,016 (195) 7,513
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16

17

18

Reserves (continued)

Capital Capital
redemption Special Share reserve Revaluation Revenue
reserve reserve premium - realised reserve reserve Total
£'000 £'000 £'000 £'000 £'000 £'000 £°000
‘D’ Shares
_AtlMarch2010 - _ _ _ - 3,167 (69} - _(56) 5042
_Issue of new shares - - 2618 - == 2818
_ Purchase of own shares R T B -ty (51)
_Expensescapitalsed - -__ _ - _ W3 _ - - __ (113
_ Gains/{losses) on investments _ - - - _ - {90) - (90}
_ Retained revenue - - - - (43)  (a3)
_ Distnbutions paid L - - - - - - -
At 28 February 2011 _ 1 - 7,785 {182) {90) {151) 7,363

The Special reserve 15 available to the Company to enable the purchase of its own shares in the market without

affecting its ability to pay capital distributions The Special reserve, Capital reserve — realised and Revenue
reserve are all distnibutable reserves The Revaluation reserve includes losses of £2,977,000 which the

distributable reserves 1s reduced by

Basic and diluted net asset value per share

2011 2010
Shares tn Issue Net asset value Net asset value
per per

2011 2010 share £'000 share £'000

_ Ordinary Shares L _ 25,190,612 23,578,646 61 0p 15,378 548p 12,929
_'C’ Shares ~ 14,514,542 14,571,317  768p 11,142 75 5p 10,996
_'D'Shares 8,269,511 5,525,501 90 0p 7446  922p 5,097
33,966 29,022

As the Company has not 1ssued any convertible securities or share options, there i1s no difutive effect on net

asset per share The net asset value per share disclosed therefore represents both basic and diluted return per

share

Reconcihatton of return on ordinary activities before tax to net cash flow from operating

activities
2011 2010
Ordinary oy D Ordinary c ‘D
Shares Shares  Shares Total Shares  Shares Shares Total
£'000 £'000 £000 £000 £'000 £'000 £000 £000
Return/loss return on ordinary
activities before taxation 3,601 184 {246) 3,539 (475) 117 (125) {483}
“Loss/(gain) oninvestment  (3,708) (342) 90 (3961) 26  (617) LT 501y
{Increase)/decrease in
prepayments, accrued
_income and other debtors ~ _ (129) (100} {18} {247 584 299 (1) _ 882
{Decrease}/increase in accruals
and other creditors (345) {6} (1,023} (1,374} {1,598) 3 1,087 (508)
Net cash [outflow)/inflow
from operating activities (582) {264) (1,197) (2,043) (1,463) (198} 961 (700)
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Notes to the Accounts (continued)
for the year ended 28 February 201

19 Reconcihation of net cash flow to movement in net funds

2011 2010
£'000 £'000
Beginning of year 4,324 2,830
Net cash (outflow)/ inflow (510) 1,494
End of year 3,814 4,324

20 Fmancial instruments
The Company’s financial instruments comprise equity and [oan stock investments in quated companies and
unquoted companies, iquidity funds, cash deposits and short term debtors and creditors arising from its
operations The main purpose of these firancial instruments 1s to generate cash flow, revenue and capital
appreciation for the Company’s operations The Company has no gearing or other financial habilities apart from
short term creditors and does not use any derivatives i

Principal risks and management objectives

The Company’s Investment activities expose the Company to a number of risks associated with financial
instruments and the sectors in which the Company invest The principal financial nsk arising from the
Company’s operations are

e Market risks,

s Credit nsk, and

+  Liguidity nsk

The Board regularly reviews these risks and the policies in place for managing them There have been no
significant changes to the nature of the risks that the Company 15 exposed to over the year and there have also
been no significant changes to the policies for managing those risks during the year

The rnisk management policies used by the Company in respect of the principal financial nisks and a review of the
financial instruments held at the year end are provided below

Market nisks

As a VCT, the Company 15 exposed to market risks in the form of potential losses and gains that may arise on the
investments it halds The management of these market risks is a fundamental part of investment activities
undertaken by the Investment Manager and overseen by the Board The Manager monitors investments
through regular contact with management of investee companies, regular review of management accounts and
ather financial Information and attendance at investee company board meetings This enables the Manager to
manage the investment risk in respect of individual investments Market risk 1s also mitigated by holding a
portfolio diversified across several business sectors and asset classes

The key market risks to which the Company 1s exposed are
¢ Market price risk, and
® Interest rate nisk

Market price rnisk

Market price nsk arises from uncertainty about the future prices and valuations of financial instruments held in
accordance with the Company’s investment objectives It represents the potential loss that the Company might
suffer through market price movements in respect of quoted investments and also changes in the fair value of
unquoted investments that it holds

At 28 February 2011, the AIM-quoted portfolio was valued at £622,000 (2010 £537,000) '
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20 Financial instruments (continued)
The Company's sensitivity to fluctuations in the share prices of its AIM-quoted investments 1s summarnised
below A 10% movement in the share price of all of the AIM-quoted stocks held by the Company would have an
effect as follows

10% movement in AtM-quoted stocks 2011 2010
Impact on net Impact on  Impact on net Impact on
assets NAV per share assets NAV per share
£'000 pence £000 pence

Ordinary Shares - B 03 54 02p
‘C’' Shares . - - o - _ -
‘D’ Shares - - - -

At 28 February 2011, the unquoted portfolio was valued at £20,868,000 (2010 £16,120,000)

As many of the Company’s unquoted investments are valued using revenue or earnings multiples of comparable
companies or sectors, a fall in share prices generally would impact on the valuation of the unquoted portfolio A
10% movement in the valuations of all of the unquoted investments held by the Company would have an effect

as follows
10% movement in ungquoted investment valuations 2011 2010
Impact on net Impacton  Impact on net Impact on NAV
assets NAV per share assets per share
£'000 pence £'000 pence
Ordinary Shares i o 1,038 _41p ___ 9031 _ 38p_
‘C’ Shares - 883 __B1p I *! 49p
‘D’ Shares o ) 164 20p - -

The sensitivity analysis for unquoted valuations above assumes that each of the sub-categories of finanaial
instruments {ordinary shares, preference shares and loan stocks) held by the Company produces an overall
movement of 10% Shareholders should note that equal correlation between these sub-categories 1s unlkely to
be the case in reality, particularly in the case of loan stock instruments Where share prices are falling, the
equity instrument could fall in value before the loan stock instrument 1t 1s not considered practical to assess the
sensitivity of the loan stock instruments to market price risk in 1solation

Interest rate risk

The Company 1s exposed to interest rate risk on floating-rate financial assets through the effect of changes in
prevaihng interest rates The Company receives interest on its cash deposits at a rate agreed with 1ts bankers
and on liquidity funds at rates based on the underlying investments Investments in loan stock and fixed interest
investments attract interest predominately at fixed rates A summary of the interest rate profile of the
Company’s investments i1s shown below

There are three categories in respect of interest which are attributable to the financial instruments held by the

Company as follows

* “Fixed rate” assets represent investments with predetermined yield targets and compnise certain loan note
investments and Preference Shares

e “Floating rate” assets predominantly bear interest at rates linked to Bank of England base rate or LIBOR and
comprise cash at bank and iquidity fund investments and certain loan note investments

* “Nointerest rate” assets do not attract nterest and comprise equity investments, certain loan note
investments, loans and receivables (excluding cash at bank) and other financial liabilities

56




Notes to the Accounts (continued)
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20 Financial instruments (continued)

Average Average period 2011 2010

interest rate until maturity £'000 £000

Fixed rate _ 6 7% 1,331 days 7,680 5,412
Floating rate 09% 14,558 14,524
No interest rate 11,728 9,086
33,966 29,022

The Company monitors the level of income received from fixed, floating and non interest rate assets and, iIf
appropriate, may make adjustments to the allocation between the categories, in particular, should this be
required to ensure comphance with the VCT regulations

Based on the assumption that the yield of all floating rate financial instruments would change by an amount
equal to the movement in prevatling interest rates, it 1s estimated that an increase of 1% in interest rates would
have increased total return before taxation for the year by £145,000 As the Bank of England base rate stood at
0 5% per annum throughout the year, 1t 1s not believed that a reduction from this level i1s likely

Credit nsk

Credit risk 15 the risk that a counterparty to a financial instrument is unable to discharge a commitment to the
Company made under that instrument The Company 1s exposed to credit risk through its holdings of loan stock
In investee companies, Investments in iquidity funds, cash deposits and debtors Credit risk relating to loan
stock investee companies 1s considered to be part of market nisk

The Company’s exposure to credit nsk is summarised as follows

2011 2010

£'000 £'000

Investments in hquidity funds o 3,200 10,200
Investments in loan stocks S 9,762 7,572
Cash and cash equivalents 3,814 4,324
__Interest, dividends and other receivables e 216 38
22,992 22,134

The Manager manages credit nisk in respect of loan stock with the approach described under ‘market risks’
above Similarly the management of credit sk associated with interest, deidends and other recevables 1s
covered wrthin the investment management procedures

Credit risk in respect of investments in hiquidity funds 1s minimised by investing in AAA-rated funds

Cash 1s mainly held by Bank of Scotland plc and Royal Bank of Scotland plc, both of which are A-rated financial
institutions and both also ultimately part-owned by the UK Government Consequently, the Directors consider
that the risk profile associated with cash deposits 1s low

There have been no changes in fair value during the year that are directly attributable to changes in credit nsk

Liquidity nsk

Liguidity risk 1s the nsk that the Company encounters difficulties in meeting obligations associated with its
financial habilstres Liquidity risk may also arise from either the inability to sell financial instruments when
required at their fair values or from the inability to generate cash inflows as required The Company generally
maintains a relatively low level of creditors (£289,000 at 28 February 2011 excluding unallotted share capital)
and has no borrowings Also, iquidity funds and seme quoted investments held by the Company are considered
to be readily realisable The Company always holds sufficient levels of funds as cash and readily realisable
investments in order to meet expenses and other cash outflows as required For these reasons, the Board
believes that the Company’s exposure to iquidity nsk 1s minimal
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20 Financial instruments (continued)

The Company’s hquidity nisk 1s managed by the Investment Manager in hne with guidance agreed with the Board
and 1s reviewed by the Board at regular intervals

Although the Company’s investments are not held to meet the Company’s liquidity requirements, the table
below shows an analysis of the assets, highlighting the length of time that it could take the Company to realise
its assets if it were required to do so

The carrying value of toan stock investments held at 28 February 2011, which 15 analysed by expected matunty
date, 1s as follows

As at 28 February 2011 Not later Between Between Between More
thanl land2 2and3 3and5 than 5
year years years years years Total
£000 £000 £000 £'000 £'000 £000
Full performing loan stock L - .23 666 3,020 1,879 5,848
Renegotiated loan stock 125 L 1,272 660 +¥71,438 419 3,914

Impaired loan stock - - . . . .

Past due loan stock - - - - - -

125 1,555 1,326 4,458 2,298 9,762

As at 28 February 2010 _ o o .
_Fullperforming loanstock 607 - = _ 636 373 a5 5012
Renegotiated loan stock . _la48 239 173 345 345 2,550
Impaired loan stock - e T e i —_ - — - ‘_ i
_Pastdueloanstock : : : - - -
o 2,055 239 809 4,079 380 7,572

Loan stock investments shown as “renegotiated” may otherwise have been disclosed as “past due”

Fair Value of Financial Instruments

Fair value measurements recognised n the balance sheet

Investments are valued at fair value as determined using the measurement polhicies described tn note 1 The
carrying value of financial assets and financial labihties recorded at amortised cost, which includes short form
debtors and creditors, 1s considered by the Directors to be equivalent to their fair value

The Company has categorised its financial instruments that are measured subsequent to initial recognition at
far value, using the fair value hierarchy as follows

Level 1 Reflects financial instruments quoted in an active market (liquidity fund investments, investments listed
on the Main Market and investments quoted on AIM),

Level 2 Reflects financial instruments that have prices that are observable either directly or indirectly (no such
investments currently held),

Level 3 Reflects financial instruments that have prices that are not based on observable market data {unquoted
equity investments and loan note investments)
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20 Fmnancial instruments (continued)

21

22

2011 2010

levell Level 2 Level 3 Total Level 1 Level 2 Level3 Total

£'000 £000 £000 £000 £000 £000 £'000 £'000

AlM guoted 622 - - 622 537 - - 537
Loan notes - - 9,762 9,762 - - 7,572 7,572
Ungquoted - - 11,106 11,106 - - 8,548 8,548
Liguidity fund 9,200 - - 9,200 10,200 - - 10,200
9,822 - 20,868 30,690 10,737 - 16,120 26,857

There were no transfers between levels during the year (2010 none)

Reconciliation of fair value for Level 3 financial instruments held at the year end

£000

Balance at 28 February 2010 . 16,120
Movements in the income statement

Unrealised gans in the iIncome statement ) o ,, 2,632

Realised gans in the income statement o o o o 1,244

_ _ 3,876

Purchases at cost 4,600

Sales proceeds _ (3,728)

Balance at 28 February 2011 20,868

FRS 29 requires disclosure to be made if changing one or more of the inputs to reasonably possible alternative
assumptions would result in a significant change in the fair value of the Level 3 investments There 1s an element
of judgement in the choice of assumptions for unquoted Investments and i1t 1s possible that different
assumptions could have been made and that these assumptions could have resulted in different valuations for
some investments The Directors and Investment Manager believe, however, that the valuations as at 28
February 2011, calculated in accordance with IPEV Guidelines, reftect the most appropriate assumptions at that
date and that it 15 not possible to undertake any meaningful sensitivity analysis which would be useful to
Shareholders

Post balance sheet events
Between S5 April 2011 and the date of this report, the Company issued 2,519,590 Ordinary Shares for an
aggregate consideration of £1,537,000 Share issue costs thereon amounted to £85,000

Further investments totalling £393,000 were made after the year end in Campden Media Limited, Overtis Group
Limited and SenseLogix Limited

in May 2011, the Company realised its investment in Steak Media Limited 1n a sale to Japanese media agency
network, Dentsu The disposal resulted in an itial profit over cost, with the possibility of further earnout
proceeds in the three years following the sale

Contingencies, guarantees and financial commitments

The Company has guaranteed bank borrowings on one of its investments, Donatantomo Limited, amounting to
£225,000 A third party has provided a guarantee to the Company amounting to £112,500 in respect of the
above guarantee such that the Company’s net exposure 1s £112,500 (2010 £112,500)

The Company has no other contingent habilities, guarantees and finanoial commitments at the year end
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23 Controlhng party and related party transactions
In the opinion of the Birectors there 1s no iImmediate or ultimate controlling party

Beringea LLP, of which Malce!m Moss is a partner, acted as promoter to the further Linked ‘D’ Share Offer and
the Ordinary Share Top-Up Offer, both launched in November 2009 Beringea LLP received 5 5% of the gross
proceeds of the offers, out of which it paid the costs of the offers including imtial commissions The fees in the
year amounted to £154,000 on the ‘D’ Share Offer and £66,000 on the Ordinary Share Offer No issue costs were
due or outstanding at the year end

Beringea LLP also acted as a promoter to the Ordinary Share Top-Up Offer launched in January 2011 Beringea
LLP receives 5 5% of the gross proceeds of the offer, out of which 1t must pay the costs of the offer including the
imibial commussions

Beringea LLP was also the investment manager during the year The fees relating to this service, together with
performance incentive fees due in the year under the agreement, amounted to £967,000 {2010 £624,000)
{inclusive of VAT where applicable), of which £176,000 {2010 £149,000} was outstanding at the year end

Nicholas Lewis (who resigned as director of Proven VCT plc on 24 August 2010} 1s a director of Downing
Management Services Limited, which provides administration services to the company The total fee relating to
this service duning the year was £57,000 {2010 £53,000), inclusive of VAT, of which £14,000 (2010 £12,000) was
outstanding at the year end

Downing Corporate Finance Limited was entitled to performance incentive fees during the year totalling £32,000
(2010 £4,000) {inclusive of VAT), of which £5,000 {2010 £4,000) was outstanding at the year end

At the previous year end of 28 February 2010, Malcolm Moss, Nicholas Lewis and Andrew Davison were each
directors of the Company and also of Proven Growth and Income VCT plc At that date, Proven Growth and
Income VCT plc was owed £910,000 in respect of subscription monies for shares This amount was included
within other creditors
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Shareholder Information

Websites

Latest financial information, including information on recent investment transactions, newsletters and electronic
coptes of Annual Reports, Half Yearly Financial Statements and Interim Management Statements can be found on the
Investment Managers’ website

www.provenvcts.co.uk

Dividend history, links to Company announcements and other financial information can be found on Downing’s
website at www.downing.co.uk Shareholders can also check details of their shareholdings using Capita Registrar’s
website at www.capitaregistrars.com, by clicking on “Shareholders”

Dividends

Dividends are paid by the Registrar on behalf of the Company Shareholders who wish to have dividends paid directly
into their bank account rather than by cheque to their registered address can complete a mandate form for this
purpose (form can be downloaded from www capitaregistrars com) Queries relating to dividends and requests for
mandate forms should be directed to the Company’s Registrar, Capita Registrars, by calling 0871 664 0324 (calls cost
10p per minute plus network extras), or by wniting to them at the address shown on page 62

Share prices
The Company’s share prices can be found on various financtal websites with the following TIDM/EPIC codes

Ordinary Shares ‘C’ Shares ‘D’ Shares
TIDM/EPIC code __"PVN” “PVNC” ___“PVND”
Latest share price (29 June 2011) 39 Op per share 66 Op per share 88 Op per share

Selling shares

The Company’s shares can be bought and sold in the same way as any other quoted company on the London Stock
Exchange via a stockbroker Shareholders who invested in the Company in the 2006/2007 tax year and subsequent
tax years should be aware that they need to hold their shares for a minimum period to retain the income tax rehef
they received on investment Selling your shares may have tax consequences therefore you should contact your
independent financial adviser if you have any queries

The Company operates a policy of buying its own shares for cancellation as they become available The Company s,
however, unable to buy back shares direct from Shareholders, so you will need to use a stockbroker to sell your
shares Downing Management Services Limited 1s able to provide details of close periods (when the Company 1s
prohibited from buying in shares) and details of the price at which the Company has bought in shares Contact details
are shown on page 62 of this document

Financial calendar
24 August 2011 Annual General Meeting
October 2011 Announcement of half year results

Unsolicited communication with Shareholders

We are aware of cases of shareholders in VCTs having received unsolicited telephone calls, e-mails or correspondence
concerning investment matters Please note that it1s very unhkely that either the Company, Beringea or the
Company registrar, Capita Registrars, would make unsolicited telephone calls, or send e-mails, to Shareholders
Shareholders can, however, expect official documentation in connection with the Company and may receive details
of investment activity and new VCT offers from the Investment Manager Furthermore, please be assured that the
Company limits access to the Company’s share register by third parties to the maximum extent permissible under the
Compamnies Act 2006 If you recerve either an unexpected telephone call or correspondence about which you have
concerns, please contact Grant Whitehouse, the Company Secretary, on 020 7416 7780

Notification of change of address

Communications with Shareholders are mailed to the registered address held on the share register In the event of a
change of address or other amendment this should be notified to the Company’s registrar, Capita Registrars, under
the signature of the registered holder
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Directors

Andrew Davison {Chairman)
Barry Dean

Malcolm Moss
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39 Earlham Street
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Auditor
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Notice of the Annual General Meeting of ProVen VCT plc

NOTICE IS HEREBY GIVEN that the Annual General Meeting of ProVen VCT plc will be held in The Forest Room at The
Hospital Club, 24 Endell Street, Covent Garden, London WC2H 9HQ at 10 30 a m on 24 August 2011 for the
transaction of the following business

As Ordinary Business, to consider and, f thought fit, pass the following resolutions which will be proposed as
Ordinary Resolutions

1 Torecewve and adopt the Report of the Directors and Accounts of the Company for the year ended 28 February
2011 together with the report of the auditors thereon

2 To approve the Directors’ Remuneration Report

3 To re-appoint Deloitte LLP as Auditor of the Company to hold office until the conclusion of the next Annual
General Meeting at which accounts of the Company are presented and to authorise the Directors to determine
their remuneration

4 To re-elect as Director, Andrew Davison, who retires in accordance with the UK Corporate Governance Code and,
being eligible, offers himself for re-election

5 Tore-elect as Director, Barry Dean, who retires by rotation and, being eligible, offers himself for re-election
As Special Business, to consider and, if thought fit, pass the following resolutions
Ordinary Resolution

6 THAT the Directors be generally and unconditionally autheonsed in accordance with Section 551 of the Companies
Act 2006 {the “Act”) to allot

{1) Ordinary Shares, or to grant nghts to subscribe for or to convert any securnities into Ordinary Shares, up to a
maxtmum nominal amount of £2,200,000 (representing approximately 159% of the Ordinary Share capital in
1Issue at today’s date),

(1) ‘C’ Shares, or to grant nights to subscribe for or to convert any securities into ‘C’ Shares, up to a maximum
nominal amount of £362,495 (representing approximately 10% of the ‘C’ Share capital in 1ssue at today’s date),
and

(w1} ‘D’ Shares, or to grant rnights to subscribe for or to convert any secunties into ‘D’ Shares, up to a maximum
nominal amount of £8,270 (representing approximately 10% of the ‘D’ Share capital in issue at today’s date),

this authority to expire at the earlier of the conclusion of the Company’s Annual General Meeting next following
the passing of this resolution and the expiry of 15 manths from the passing of the relevant resolution {unless
previously revoked, varied or extended by the Company In general meeting) but so that such authority allows the
Company to make offers or agreements before the expiry thereof which would or might require shares to be
allotted, or rights to subscribe for or to convert any securities into shares to be granted, after the expiry of such
authority

63




Special Resolutions

7 To empower the Directors pursuant to Section 570(1) of the Act to allot or make offers or agreements to allot
equity secunities (as defined in Section 560{1} of the Act} for cash pursuant to the authority referred to in
resolution 6 as If Section 561(1) of the Act did not apply to any such allotments and so that

(a) reference to allotment in this Resolution shall be construed in accordance with Section 560(2) of the Act, and

(b} the power conferred by this Resolution shall enable the Company to make any offer or agreement before the
expiry of the said power which would or might require equity secunities to be allotted after the expiry of the
said power and the Directors may allot equity securities in pursuance of such offer or agreement
notwithstanding the expiry of such power, and this power, unless previously varned, revoked or renewed, shall
come to an end at the conclusion of the Annual General Meeting of the Company next following the passing of
this Resolution or, if earlier, on the expiry of 15 months from the passing of this resolution

8 THAT the Company be and i1s hereby generally and unconditionally authonsed to make market purchases (within
the meaning of Section 693(4) of the Companies Act 2008) of its own Ordinary shares of Sp each {“Ordinary
Shares”), ‘C’ shares of 25p each (*'C’ Shares”) and ‘D’ Shares of 1p each ("/D’ Shares”) in the capital of the
Company provided that

{i) the maximum number of Ordinary Shares hereby authorised to be purchased 1s 4,122,471 Ordinary Shares,
representing approximately 14 9% of the present issued Ordinary Share capital, and 2,160,469 ‘C’ Shares,
representing approximately 14 9% of the present issued 'C’ Share capital and 1,232,216 ‘D’ Shares,
representing approximately 14 9% of the present issued 'D’ Share capital,

{n} the mimimum price which may be paid for an Ordinary Share 1s 5p, for a ‘C’ Share 1s 25p and for a ‘D’ Share s
1p, exclusive of all expenses,

(m) the maximum price which may be paid for an Ordinary Share, a ‘C’ Share or a ‘D’ Share I1s an amount,
exclusive of all expenses, equal to 105% of the average of the middle market quotations of the Ordinary
Shares, ‘C’ Shares or ‘D’ Shares as derived from the Daily Official List of the London Stock Exchange, for each
of the five business days immediately preceding the day on which the share is contracted to be purchased,

() the Company may validly make a contract to purchase Ordinary Shares, ‘C’ Shares or ‘DY Shares under the
authority hereby conferred prior to the expiry of such authority which will or may be executed wholly or
partly after the expiry of such authonty, and may validly make a purchase of Ordinary Shares, ‘'C’ Shares or
‘D’ Shares in pursuance of any such contract,

and this power, unless previously varied, revoked or renewed, shall come to an end at the conclusion of the
Annual General Meeting of the Company next following the passing of this Resolution or, if earlier, on the expiry
of 15 months from the passing of this resolution

9 THAT the articles of association of the Company be amended by the replacement of the year "2016" with the year
"2019" 1n article 174

By order of the Bo

arij.
Grant Whitehouse W_Qde/h‘\""

Secretary
Registered Office
39 Earlham Street
London WC2H OLT

30 June 2011

Information regarding the Annual General Meeting, including the information required by section 311A of the
Comparues Act 2006, 15 available from www downing co uk
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Notes

(a)

(b}

(c)

{d)

{e)

(f)

()

Any member of the Company entitled to attend and vote at the Annual General Meeting 1s also entitled to appoint one or more proxies to attend,
speak and vote Instead of that member A member may appoint more than one proxy in relation to the Annual General Meeting provided that each
proxy 1s appointed to exercise the nghts attached to a different share or shares held by that member A proxy may demand, or join in demanding, a
poll A proxy need not be a member of the Company but must attend the Annual General Meeting in order to represent his appointor A member
entitled to attend and vote at the Annual General Meeting may appoint the Chairman or another person as his proxy although the Chalrman will not
speak for the member A member who wishes his proxy to speak for him should appoint his own choice of proxy (not the Chairman) and give
instructions directly to that person (f you are not a member of tha Company but you have been nominated by a memnber of the Company to enjoy
information rights, you do not have a right to appoint any proxies under the procedures set out in these Notes Please read Note (h) below Under
section 315A of the Act, the Company must answer any question a member asks relating to the business being dealt with at the Annual General
Meeting unless
. answering the question would interfere unduly with the preparation for the Annual General Meeting or involve the disclosure of confidential
information,
. the answer has already been given on a website in the form of an answer to a question, or
. It 1s undesirable in the interests of the Company or the good order of the Annual General Meeting that the question be answered

To be valid, a Form of Proxy and the power of attorney or other written authority, If any, under which 1t ts signed or an office or notarially certified
copy or a copy certified in accordance with the Powers of Attorney Act 1971 of such power and wnitten autharity, must be delivered to Downing
Management Services Limited, 10 Lower Grosvenor Place, London SW1W OEN or electronically at proxy@downling co uk, in each case not less than 48
hours {excluding weekends and public holidays) before the time appointed for holding the Annual General Meeting or adjourned meeting at which the
person named in the Form of Proxy proposes to vote In the case of a poll taken more than 48 hours {excluding weekends and public holidays) after it 1s
demanded, the document{s) must be delivered as aforesaid not less than 24 hours {excluding weekends and public holidays) before the time
appointed for taking the poll, or where the poll 1s taken not more than 48 hours {excluding weekends and public holdays) after it was demanded, be
delivered at the meeting at which the demand s made

In order to revoke a proxy instructon a member will need to Inform the Company using one of the following methods

. by sending a stgned hard copy notice clearly stating the intenticn to revoke the proxy appointment to Downing Management Services Limited, 10
Lower Grosvenor Place, London SW1W QEN In the case of 3 member which 15 a company, the revocation notice must be executed under its
common seal or signed on its behalf by an officer of the company or an attorney for the company Any power of attorney or any other authonty
under whrch the revocation notice s signed {or a duly certified copy of such power or autherity) must be included with the revocation notice, or

. by sending an e-mail to proxy@downing co uk

In either case, the revocation notice must be receved by Downing Management Services Limited before the Annual General Meeting or the holding of

a poll subsequently thereto If a member attempts to revoke his or her proxy appointment but the revocation Is received after the time specified then,

subject to Note {d) directly below, the proxy appointment will remain valid

Completion and return of a Form of Proxy will not preclude a member of the Company from attending and veting in person If a3 member appoints a
proxy and that member attends the Annual General Meeting in person, the proxy appeintment will automatically be terminated

Copies of the Directors’ Letters of Appomtment and the Register of Directors’ interests in the Ordinary Shares, ‘C’ Shares and ‘0’ Shares of the
Company, will be avalabte for inspection at the registered office of the Company during usual business hours on any weekday {Saturday and Public
Holidays excluded} from the date of this notice, until the end of the Annual General Meeting for at least 15 minutes prior to and during the meeting

Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the Company has specified that only those holders of the Company’s
shares registered on the Register of Members of the Company as at 10 30 a m on 22 August 2011 or, in the event that the Annual General Meeting is
adjourned, on the Register of Members 48 hours before the time of any adjourned meeting, shall be entitled to attend and vote at the said Annual
General Meeting in respect of such shares registered in their name at the relevant time Changes to entnies on the Register of Members after

10 30 a m on 22 August 2011 or, in the event that the Annual General Meeting 1s adjourned, on the Register of Members less than 48 hours before the
trme of any adjourned meeting, shall be disregarded in determiring the night of any person to attend and vote at the Annual General Meeting

Asat900am on30June 2011, the Company’s 1ssued share capital comprised 27,667,590 Ordinary Shares, 14,499,790 'C’ Shares and 8,269,911 D’
Shares and the total number of voting rights in the Company were 50,437,291 The website referred to above will include information on the number
of shares and voting rights

(h} If you are a person who has been nominated under section 146 of the Act to enjoy information nights {*Nominated Person™)

U]

w

(k)

n

. You may have a night under an agreement between you and the member of the Company who has nominated you to have informatton rights
{“Relevant Member”] to be appointed or to have someone else appointed as a proxy for the Annual General Meeting,

. If you either do not have such a night or if you have such a nght but do not wish to exercise it, you may have a right under an agreement between
you and the Relevant Mermnber to give instructions to the Relevant Member as to the exercise of voting rights, and

. Your main point of contact in terms of your investment in the Company remains the Relevant Member {or perhaps your custodian or broker} and
you should continue to contact them {and not the Company) regarding any changes or queries relating to your personal details and your interest
in the Company (Including any administrative matters} The only exception to this 1s where the Company expressly requests a response from you

A corporation which Is a member can appoint one or more corporate representatives who may exercise, on its behalf, all its powers as a member
provided that no more than one corporate representative exercises power over the same share

Avote withheld 15 not a vote in law, which means that the vote will not be counted In the calculation of votes for or against the resolution  If no voting
indication is given, the proxy will vote or abstain from voting at his or her discretlon  The proxy will vote (or abstain from voting) as he or she thinks fit
In relation to any other matter which s put before the Annual General Meeting

Except as provided above, members who have general queries about the Annual General Meeting should wnite to the Chairman at the registered office
set out above

Members may not use any electronic address prowided either in this natice of Annual General Meeting, or any related documents (including the
Chairman’s letter and Form of Proxy), to communicate with the Company for any purposes other than those expressly stated
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Form of Proxy - ProVen VCT Plc

For use at the Annual General Meeting of the above-named Company to be held on 24 August 2011 in The Forest
Room at The Hospital Club, 24 Endell Street, Covent Garden, London WC2H 9HQ at 10 30am

I/We* - . {in BLOCK CAPITALS please)

of

being the holder{s}* of ordinary shares of 5p/‘C’ shares of 25p/'D’ shares of 1p* each in the above-named Company,
hereby appoint the Chairman of the meeting (see note 1)

or

of

as my/our* proxy to attend for me/us* on my/our* behalf at the Annual General Meeting of the Company to be held in
The Forest Room at The Hospital Club, 24 Endell Street, Covent Garden, London WC2H 9HQ cn 24 August 2011 or at any
adjournment thereof

I/We* desire to vote on the resolutions as indicated in the appropriate column below Please indicate with an “X” how
you wish your vote to be cast

Details of the resolutions are set out in the Notice of the Annual General Meeting

ORDINARY BUSINESS FOR AGAINST WITHHELD

1 Toreceve and adopt the Directors’ Report and Accounts

2 To approve the Directors’ Remuneration Report

3 Tore-appount the auditors and authonise the Directors to determine their
remuneration

4 To re-elect Andrew Davison as a Director

5 Tore-elect Barry Dean as a Drrector

SPECIAL BUSINESS

6 To authorise the Directors to allot shares

7 To dis-apply pre-emption nights

B To authorise the Company to make market purchases of its shares
9 To amend the articles of association of the Company

Dated this day of 2011

Signature(s)* /

Notes

Any member of the Company entitled to attend and vote at the Meeting 15 also entitled to appoint one or more proxies to attend, speak and vote instead of that member A
member may appeint maore than one proxy in relation to the Annual General Meeting provided that each proxy is appointed to exercise the rights attached to a different
share or shares held by that member A proxy may demand, or jon In demanding, a poll A proxy need not be a member of the Company but must attend the Meeting in
order to represent hus appointor A member entitled to attend and vote at the meeting may appoint the Chairman or another person as his proxy although the Chairman will
not speak for the member A member who wishes his proxy to speak for im should appoint hus own choice of proxy {not the Charman} and give instructions directly to that
person

Delete “the Chairman of the meeting” if 1t 1s desired to appoint any other persen and insert his or her name and address if no name is inserted, the proxy will be deemed to
have been given in favour of the Chairman of the meeting  If this Form of Proxy 1s returned without stating how the proxy shall vote on any particular matter the proxy will
exercise his discretion as to whether, and if so how, he votes

Any alterations to the Form of Proxy should be initialled

To be valid, this Form of Proxy and the power of attorney or other written authority, If any, under which it 15 signed or an office or notarally certified copy or a copy certified
in accardance with the Powers of Attorney Act 1971 of such power and written authority, must be delivered to Downing Management Services Limited, 10 Lower Grosvenor
Place, Landan SW1W OEN not less than 48 hours [excluding weekends and public holidays) before the time appointed for holding the Meeting or adjourned meeting at which
the person named in this Form of Proxy proposes to vote n the case of a poll taken more than 48 hours {excluding weekends and pubhc hohdays) after it is demanded, the
document(s) must be delivered as aforesaid not less than 24 hours [excluding weekends and public halidays) before the time apponted for taking the poll, or where the poll
15 taken not more than 48 hours {excluding weekends and public holidays) after it was demanded, and be delivered at the meeting at which the demand 1s made

In the case of a corporation, this form must be under its common seal or under the hand of some officer or attorney duly authonsed on that behatf

In the case of joint holders, the vote of the serior holder tendering a vote will be accepted to the exclusion of the votes of the other joint holders  Semority depends on the
order in which the names stand in the register of members

The completion and return of this Farm of Proxy will not preclude you from attending and voting at the Annual General Meeting should you subsequently dectde to do so If
a member appoints a proxy and that member attends the Annual General Meeting in person, the proxy appointment will automatically be ternunated

A vote withheld 1s not a vote in law, which means that the vote will not be counted n the calculation of votes for or against the resolution  If ne voting indication s given,
the proxy wifl vote or abstain from voting at his or her discretion The proxy wilt vote (or abstain from voting} as he ar she thenks fit in refation to any other matter which 15
put before the Annual General Meeting
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