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OVERVIEW

Highlights

* NAV Total Return for the year was 22.6% which compares to 18.0% for the FTSE AIM
All-Share Total Return Index.

+  Proposed final dividend of 4p per share bringing the total declared 1n respect of the year
to 6.75p per share which is 5.5% of year end NAV

+  The Joint Offer for Subscription launched on 6 February 2013 together with Amat1 VCT
closed in January 2014 after raising a total of £2.5m for the Company.

+  New Joint Top Up Offer for Subscription opened in February 2014 to raise up to £7m
with dividend reinvestment facility.

*  £4.7m invested 1n qualifying holdings during the year.

Table of Investor returns to 31 January 2014

FTSE AIM
NAV Total Al Share
Return with Total
dividends Asturn
From Date reinvestad Index
Relaunch as Amat: VCT 2 following merger 9 November 2011* 38 5% 19 6%
Appointment of Amati as Manager of Amati VCT 2,
which was known as ViCTory VCT at the ume 25 March 2010 45 3% 24 4%
*Date of the share capital reconstruction when the NAV was rebased to approximately 100p per share
Amati VCT 2 NAV Total Return and FTSE AIM Key data
All-Share Total Return Index from change of 21/01/14 2701113
Manager on 25 March 2010 to 31 January 2014 Net Asset Value (“NAV”) £34 5m £29 1m
150 > Shares 1n 1ssue 27,893,328 27,289,574
140 ! Since Mergar ! —tnel NAV per share 123 7p 106 7p
130 }MV\'\I\ ,-\.."/ A Bid price 118 0p 95 8p
120 ! . Mid price 118 3p 105 8p
/ot | R ' i
10 - ha'h e CaaSPANA Market caprtalisation £33 0m £28 9m
R WA AR s SE Share price discount to NAV 44% 0 8%
% NAV Total Return for the year
% {assuming re-invested dividends) 22 6% 8 8%
§ F f R E B B Ro:Eo§§EGEGEE FTSE AIM All-Share Total
g g E H g B 3 g g § § i § '3 Returr: [ndex over one year 18 0% -28%
e YT 2000 ot et Ongoing charges* 27% 27%
T TS AR AR Tl Rt o Dividends proposed/declared
See next page for graph of performance since lnunch. 1n respect of the year 675p 60p

*  Ongomg charges calculated in accordance with the Assoczation of Investment Compamics’
{"AIC's™) girdance
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OVERVIEW

Continued

Dividends declared and recommended since launch

Total  Cumulative

dividends dividends

per shara* per share*
Year ended 31 Januery p p
2002 403 403
2003 190 593
2004 059 652
2005 118 770
2006 000 770
2007 474 12 44
2008 948 2192
2009 118 2310
2010 000 2310
2011 474 27 84
2012 550 3334
2013 600 3934
2014 675 46 09

* Adyusted for the share reconstruction on 9 Novembier 2011 when the net asset value was
rebased to approximately 100p per shave. The curtulative dividends adpusted to reflect the
arnount paid per original Singer & Friedlander AIM 3 VCT share are 17 77p

Corporate objective

The objective of Amat1 VCT 2 plc (the “Company”) 1s to
provide shareholders with an attractive and competitive
investment return from a portfolio of companies whose
shares are primarily traded on the Alternative [nvestment
Market ("AIM™) The Manager’s contunuing objective 1s to
manage the current portfolio so as to maxiumse returns for
investors for the qualifying period and beyond

Historic performance

Amati VCT 2 NAV Total Return assuming re-invested
dividends and FTSE AIM All-Share Total Return
Index:

2001 2002 2000 2004 2005 2006 2007 2008 Y009 W10 2011 2012 2013 2014

wwew  Aanudd VCT T AV Totsl Ratinn, stauming
dividands re-invested at widividend

— FTGE AlM Al Ehue Total Return e
rtabed ta 100

Table of Histonic Returns from launch to 31 January 2014 attributable to shares 1ssued by VCTs which have

been merged into Amati VCT 2

FTSE AIM

NAV Total All-Share

Retum with Total

dividends Return

Launch date Merger date ro-invested Index

Singer & Friedlander AIM 3 VCT (‘C’ shares) 4 April 2005 8 December 2005 -19 6% -13 6%

[nvesco Perpetual AIM V(1 30 July 2004 8 November 2011 -28 9% 8 7%
Amatl VCT 2 (ongmally Singer &

Friedlander AIM 3 VCT*) 29 January 2001 n/a -26 7% -330%

Singer & Friedlander AIM 2 VCT 29 February 2000 22 February 2006 -43 8% -64 5%

Singer & Friedlander AIM VCT 28 September 1998 22 February 2006 -61 7% 15 0%

* Swnger & Friedlander AIM 3 VCT changed its name to ViCTory VCT on 22 February 2006 arid to Amat VCT 2 on 8 November 2011
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CHAIRMAN'S STATEMENT

Overview

In the second full year since the re-launch of the Company
following the merger in November 2011 the work done to
reposition the portfolio has been well rewarded, with the net
asset value continuing to chimb steadily throughout the year
The AIM market as a whole was muted 1n the first half, but rose
strongly thereafter In the context of this overall rejuvenation of
AIM, 1t 1s no surprise that the number of fund raisings by
qualifying companies picked up substantially during the year
Amongst these were a number of offerings judged to be of good
quality by the Manager, rany of which have already contributed
positively to performance During the year the Company
invested a further £4 7m 1n 17 new qualifying investments, of
which 13 were new holdings and 4 additions to existing
positions

Investment Performance and Diwidend

During the year to 31 January 2014 the net asset value total
return of the Company was 22 6% This compares to a rise of
18 0% for the FTSE AIM All-Share Total Return Index.

The dividend policy of the Company 1s to pay interim and final
dividends totaling between five and six percent of year-end net
asset value, subject to the availability of hquidity and sufficient
distributable reserves At 31 January 2014 the net asset value
was 123 7p In line with this policy the Board 1s recommending
a final dividend of 4p per share, to be paid on 25 July 2014 to
shareholders on the register on 4 July 2014 The intenim
dinidend paid on 25 October 2013 was 2 75p per share

Other Corporate Developments

The Prospectus share offer launched 1n February 2013 jointly
with Amat VCT closed 1n January 2014 kaving raised a total of
£7 1m, of which £2 5m was for Amat1 VCT 2 shares In February
2014 the Company launched a jomt Top Up share offer with
Amat VCT plc Asat 15 April 2014 subscriptions of £2 7m have
been received, of which £1 4m was for Amau'VCT 2 shares The
offer will close mn respect of the 2014/15 tax year on 30 January
2015

During the year HMRC conducted a consultation on enhanced
share buybacks, expressing concern that these could lead to
addinional tax reliefs being given to VCT investors where no new
investments in qualifying companies were betng made by the
VCT uself Following the launch of this consultation the

Company suspended the enhanced share buyback facility which
accompanied the Prospectus share offer current at the time The
consultation has resulted 1n new guidance being published 1n
December, and new legislation being announced in the Budget
of 2014 From 6 Apn! 2014 onwards VCT investors who sell
shares 1n a particular VCT wall not be able to claumn tax rehef on
shares bought up to that value 1n the same VCT at any point
from s1ix months before the sale to six months after 1t

In addition share buybacks may not be hinked 1n any way to
share purchases in a VCT As a result the Company will not be
offering an enhanced share buyback facility in the future
However, the Board has asked the Manager to maintain an
active approach to managing the level of discount to net asset
value at which the shares trade, and this has resulted in the
discount of the bid price to the NAV narrowing over the past
year

The strong performance during the year has meant that the
Manager became entitled to earn a performance fee at the year
end, and 1n addition a substantial fee was provided for at the
year end, which may be reduced to the extent that the year-end
NAYV per share total return declines during the current period
to 31 July 2014 As previously announced, during March the
Manager approached the Board offering to end all future
performance fees after 31 July 2014 Giaven that the calculation
always requires any performance to be sustained for six months,
this effectively means that there will be no new performance fee
charges arising on any positive performance after 31 January
2014 The Board has accepted this offer

The Managet’s offer to end performance fees reflects a desire,
shared by the Board, for the Amat1 VCT5 to represent two of the
most compelling and straightforward VCT offerings available
to tnvestors

Qutiook

After a strong year for AIM companies, boosted by the inclusion
of AIM stocks within 1SAs, inevitably questions arise about how
much longer these market conditions can last However, the key
driver of the success of the portfoho will be the business
performance of the companies in which we have invested, and
here we continue to see many promusing prospects, which
provide grounds for optumism
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Annual General Meeting

The AGM will be held at 10 15am on Thursday 26 June 2014 at
Milton Court Theatre, Guildhall School of Music & Drama, Silk
Street, Barbican, London, EC2Y 8DT The AGM will be followed
by an Investor Event which will include presentations by the
Manager and investee companies, and a buffet lunch will be
served Ido hope that as many of you as possible will be able to
attend Please RSVP to rachel lederf@amatiglobal com if you
would like to attend

WAL

Julian Avery
Charrman

16 April 2014

If you have any questions relating to your investment please
contact the company secretary on 0131 243 7215, or send
quertes to a dedicated email enqury service at vct-
enguiries@amatiglobal com Amati maintains an informative
website for the Company — www amatiglobal com - on which
monthly investment updates, performance information, and
past company reports can be found
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FUND MANAGER'S REVIEW

Market review

2013 saw another strong year for UK equities It was also the
year when the feel-good factor prevalent in the stock market
began to seep nto the real economy, with the UK being one of
the few bright spots on an otherwise subdued global picture

With the notable exceptions of the US and Japan, most other
global economues remained challenged, with slow growth across
the Eurozone, and emerging markets faltering 1n the face of
capital flows being diverted back towards developed markets
and a Chinese economic slowdown These factors focused
nvestor attention on companies with a high propensity towards
domestic earnmings in the UK, largely those within the small and
md cap indices Particularly noteworthy was the strength of
sectors exposed to the UK consumer, such as housebwilding,
letsure and retail Thanks to the ongoing pump-prinung of the
economy through quantitative easing and other measures, the
availlability of consumer debt has been almost fully restored,
and alongside household windfalls from insurance mis-selling
claims, this has been feeding through to increased spending In
combination with rising business confidence, reducing
unemployment, continued low interest rates, and the easing of
the Eurczone crisis, this has produced a heady cocktall for stock
markets, putting pressure on those tnvestors sitting with large
amounts of cash to put their money to work 1n more productive
ways, and mostly generating strong returns for those willing to
take the nisks of backing businesses through equity ownership

The strength of the UK stock market finally brought an end to
the dearth of new companies seeking a hsting and 2013 will be
remembered as the year when Imtial Public Offerings (“IPQs”)
resumed For the most part, these [POs were well recerved by
investors and share prices performed strongly 1n the after-
market It was also a year when AIM as a whole underwent
something of a renaissance, although the AIM mmdices reman
well below their pre-financial-crisis highs

Performance

The NAV Total Return for the year under review was 22 6%
This compares to a return of 18 0% for the FTSE AIM All-Share
Total Return Index (“the AIM Index”) Whilst the VCT posted
positive gains 10 both the first and second half of the year under
review, the AIM Index posted all of its gains in the latter half of
the year, aided by legislative changes such as the ehgibility of
AIM shares for Individual Savings Accounts (“ISAs”), which
came nto effect in August 2013

The most substantial contribution to performance came from
Accesso Technology Group (“Accesso”, formerly Lo-Q), which

posted a share price gain of 70% over the year Accesso took its
new name frem the acquisiton of Accesso LLC, which
completed in December 2012, and added ticketing software to
the group’s theme park offering The share price gain came
against a backdrop of continued contract wins with theme
parks for 1ts queuing technology, the launch of a smart-phone
queuing solution, and a strong contributton from the ‘Passport’
ticketing software These catalysts, alongside good weather
during the key theme park summer trading season, led the
company to announce that profits would be above market
expectations Accesso recently completed its second acquisition,
adding Siriusware Inc, a point of sale software business This
acquisition adds more product and service options for the
group to take to 1ts customers as well as opening up new
markets, such as ski resorts, where Sinusware 15 well
represented

Prezzo made the second largest contribution to performance,
with a share price rise of 89% The contemporary Italian
restaurant cham traded from 181 sites at 1ts last reporting date,
as well as 33 sites operating under its Chimichanga Mexican-
themed brand 7The “affordable treat’ miche of the leisure sector
has proved popular with customers throughout the downturn
and Prezzo has continued to roll-out its two brands at an
mmpressive rate The same dynamic also helped Tasty, a smaller
group of 27 restaurants operatng exclusively in London,
generate a share price gain of 69% over the period

Anpario contineed 1ts strong gains with a share price rise of
102% 1 the period under review as its niche 1n natural ammal
feed addinves, progressive dividend growth and strong balance
sheet chimed well with investors MyCelx Technologies also
delivered an impressive performance, with the shares up 121%
in the period, despite a set-back with ‘unforeseen end-user
delays’ causing revenues to slip and a downgrade of 2013 results
Order momentum since appears to have recovered as MyCelx’s
disruptive water filtraton technology continues to displace
tradinonal methods Judges Scientific, the listed acquisition
vehicle for scientific instrumentation businesses, posted strong
gamns following robust organic growth and the completion of
the company's largest acquisition to date Quixant was added
to the portfolio (see Transactions section below) following its
Imitial Public Offering (“1PO”) and delivered a share price gamn
of 135% to the period end

The best performer in the non-qualifying portfoho was Biinkx,
which uses 1ts propretary search engine technology to identify
the contents of online video chips to allow the placement of
relevant advertisements The stock ended the period up 200%
following a sequence of earnings upgrades We took profits in
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FUND MANAGER'S REVIEW

Continued

this holding during the period

The prinapal detractor from performance was IDOX which,
after several years of impressive share price growth and earmings
upgrades, succumbed to profit warnings blamed on delays 1n
sigming contracts 1 its Engineering Information Management
{EIM) software division These downgrades translated into a
38% share price fall over the period under review As one of the
largest positions in the portfolio, this was disappointing but
evidence of a resumption 1n new contract wins 15 beginning to
appear IDOX remains a high quality software business and 1s
now trading on a low earnings multiple relative to its peers
Cupid fell heavily after unproven allegations of dubious
practices in the operation of 1t match-making websites The
markets took fright at these accusations and the stock fell
heavily We have now exited this position Deltex Medical
Group disappointed when the strong news flow relating to the
use of 1ts medical device failed to translate into sales and fell
33% over the year Zytromic fell after mussing forecasts, a
perennial hazard of a business with limited order visibility, and
we sold this position The final sale price was 43% below the
share price at the beginmng of the year

In the non-qualifying portfolio, the share price of Asian Citrus
Holdings continued to shde as a sequence of inclement weather,
persistent ramnfall and erop disease had a detrumental effect on
orange crop ytelds With no sign of much needed changes to
corporate governance being made 1n this company, and with
the two UK non-executive directors having left the board, we
took the decision to exit, and this stock 1s no longer 1n the
portfoho The final sale price was 45% below the share price at
the beginning of the year

Transactions
Qualifying portfolio

The year under review was notable for a strong resurgence of
VCT qualifymg companues raising money on AIM We hiked the
quality of many of the deals, and were often active 1n negotiating
the pricing of them Overall we participated 1n 17 transactions
Within these transactions were 8 [POs, 6 placings of stock 1n
companies already histed on AIM (“Placings”), and 3 pre-1PO
mvestments 1n private companies that we anticipate will float
on AIM within a reasonable ime frame The first of these,
Frontier Developments (“Fronuer”), floated less than two
months after our investment completed

The first two [PQs that we took part in during the year floated
on the same day i1 May One was AB Dynamics, a company
specialising n the design of suspension measurement machines
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and driver robots for the automotive industry This equipment
15 crucial duning the testing and proving processes for new car
models and AB Dynamics supplies many of the world's leading
automotive manufacturers The other was Quixant, which also
had a very successful stock market debut The company
provides the technology ‘engines’ {1 e computers} for gammg
machines They have an entrenched posttion with one of the
leading gaming machine manufacturers in this lughly regulated
market, and we believe that their techmcal design leadership in
this area will bring further customers to use their products A
third IPO 1in May 1n which we participated was Outsourcery, a
provider of cloud-delivered telephony and software applications
although we have subsequently reduced this holding The
summer yielded the IPO of Keywords Studies (“Keywords”),
which provides the foremost video gaming companies with
localisation and translation services Such services adapt
computer games for new geographic markets and are
increasingly being outsourced, providing a growing market
backdrop for Keywords EU Supply was the VCT’s fifth IPO EU
Supply’s software products ensure that local authorities comply
with legislation on tendering Recent ratification of new EU
directives suggest that the market for electronic tendering in the
public sector should experience rapid growth over the next few
years, providing a strong background for EU Supply’s offering
Eclectic Bar Group came to market to raise capital to roll-out
1ts successful late-night bar brands into affluent UK university
towns The funding will be used to uicrease the portfolio from
20 to 30 sites by the end of 2017 We were attracted to profit
margins and revenue per unit which are amongst the highest in
the leisure industry Kalibrate Technologtes (“Kalibrate™)
specialises in pricing and planning software and data for the
retai]l fuel industry Kalibrate’s products facilitate the
dentification of optimal sites for new petrol stations as well as
calculating appropriate fuel pricing for existing fuel stations
based on parameters such as competutor pricing and locations,
and current wholesale rates MartnCo, a residential property
lettings franchisor, was the VCT’s final IPO MartinCo has built
a successful brand and now comprises 157 franchise owners
trading at 188 offices, with a further one trading office which 1s
currently group owned The group’s franchisees manage
approximately 30,000 properties on behalf of private clients All
of the IPOs described above fimshed the period at prices ahead
of their respective placing prices

The first placing in which the VCT mvested was Fox Marble
Holdings, an existing holding, which raised funds to replace an
undrawn convertible loan note facihity and to provide additional
working capital for the development of its marble quarrying
business 1n Kosovo Belvorr Lettings, another existing holding,




also raised further funds to continue to support its residential
lettings franchise acquisition program Microsaic Systems
raised further funds to execute its organic revenue growth plans
aimed at generating sales of 1ts mimaturised mass spectrometry
system We also made a small additon to Paragon
Entertainment, which raised additional working capital to
support the growth of its order book We participated 1n a
further two placings in companies which became new holdings
for the VCT The first was Solid State, which designs,
manufactures and supplies components to the electronics
industry This company raised new caputal to finance the
acquisition of a sumilar business The electronic compoenent
market 15 fragmented creating an opportunity for those witling
to consolidate and acquire scale through acqusitions The
second was Water Intelligence, a US leak detection franchise
business, a fundraising in which the Amati funds were the only
participants

The decision to participate in three pre-1PQ deals was driven
by the quality of opportunities presented and the belief that the
companies were capable of achieving hsted status in the short
term The first transaction was Frontter, which has since floated
on AIM Frontier develops video games for third parties and 15
working on the re-launch of 1ts own property - Elite Dangerous
—a game first launched to huge critical acclaim by the founder
of Frontier in 1984 The VCT invested in Fronter
predominantly through a convertible loan instrument, which
converted (nto equity at a 15% discount to the IPO price The
VCT’s investment 1n Rosslyn Analytics (“Rosslyn”) was
completed 1 November and we expect an IPO 1n 2014 Rosslyn
provides a cloud-based platform for data management and
analytics Rosslyn’s technology solves part of the problem of ‘big
data) where increasingly vast quantities of data must be
cleansed, sorted and presented 1n a meantngful format to users
The final pre-IPO investment was a small holding 1n Rated
People, the online exchange matching tradesmen with
household butlding and maintenance jobs Qualfied tradesmen
are eligible to subscribe to the site in order to view ‘leads’, if they
then decide to quote for a lead, they must pay an additional fee
to the site Rated People has estabhshed itself as the leading
provider of this service in the UK and we expect an IPO later in
2014

The abundance of new deal activity has resulted in some
restructuring of the existing qualifying portfolio Some core
positions were trimmed for portfolio management reasons,
such as Accesso, Anpario, MyCelx Technologies and Tasty —
these positions remain core holdings of the VCT but were
reduced after very strong runs to re-balance the portfolio Other

positions were sold outnight, such as UBC Media Group and
Inditherm — both had become small investments and we felt
there was httle to be gained from holding the positions and
more to be gained from reducing the list of companies 1n the
portfolio and freeing up some cash Synergy Health was sold as
1t approached the second anniversary of its move from AIM to
the Full List of the London Stock Exchange This had been a
very successful investment for the VCT but this deadline
changed the status of the stock from qualifying to non-
qualifying and we preferred to take positions 1n other stocks i
this area of the portfolio We sold Sinclair IS Pharma for the
same reason Other positions exited included Cupid,
Bramnjuicer Group, Zytronic, Futura Medical, Vianet Group
and Fulcrum Utility Services

Non-qualifying portfolio

We added several non-qualifying positions during the year
Several of these additions have a strong, UK consumer-focus,
such as Restaurant Group, the eating out business best known
for its chain of Frankie & Bennie’s eateries Others were added
to capitalise on the resurgent UK property market, for example
Rightmove, the online property portal, Foxtons Group, the
well-known London estate agency, and Crest Nicholson
Holdings, the housebuilder that returned to the stock market
m 2013 Elementis was added to provide exposure to the strong
US market, where this speciality chermucals group has a
stgruficant presence AVEVA Group, another FTSE 250 stock,
designs software for the power plant and marine industres, and
benefits from long-term recurring revenues with 1ts clients
Other new positions included Moneysupermarket com Group,
Bank of Georgia Holdings, Genel Energy and Esure Group, all
of which were subsequently exited profitably during the year as
cash was required for qualifying investments

Besides the activity already mentioned above, the principal exits
from the non-quahfying portfolio were Devro, the
manufacturer of collagen sausage skins, Entertainment One,
the film distribution and TV production business, and Dignuty,
the UK funeral director

Outlook

Afier two years of strong gains from UK small and mid cap
companies, many are asking whether there are further gamns to
be made The financial markets have been propelled by
quantitative easing and low mterest rates for five years, which
represents an extreme response to an extreme crisis Such a
sustained level of financial stimulus takes us into uncharted
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FUND MANAGER'S REVIEW

Continued

waters It 1s true that some areas of the market are beginning to
look expensive, although AIM tends to march to a different beat
to the UK small and mid cap indices, given its weighting of
resource stocks and tail of i(lhquid, tiny comparies That said,
the AIM 50 Index (the 50 largest companies by market
capitalisation Listed on AIM) has also performed very well and
has becomne highly rated Much of the share price appreciation
of UK companies i1 2013 (and 2012) has not been accompanied
by earnings growth, a fact we have been concerned about for
some tme This must eventually change and 2014 could be the
year when 1t does, which, 1f 1t happens, would give support to
today’s valuations M&A activaty has also been very subdued
since 2007 and may prove a strong catalyst for share price gains
in smaller companies 1n 2014 as corporate confidence continues
to increase and shareholders put pressure on companies with
strong balance sheets to put cash to use The path of interest
rates will play a significant part in stock market returns over the
next twelve months Both Janet Yellen, the new Chair of the
Federal Reserve, and Mark Carney, the Governor of the Bank of
England, have made dovish noises on this front and the
expectation 15 that any rate nises will be gradual and himited

On balance we remain positive on the outlook for the UK stock
market, albeit that there 15 already a greater level of optimism
priced in We spend most of our ime not looking at the macro-
economic picture, but rather at the specific sitnations of the
companies held in the portfolio, and those in which we are
considering making new investments From this perspective we
are seeing plenty of positive developments and interesting
opportunities which underpin our broadly positive stance, and
we welcome the growing interest from investors in the micro-
cap end of the AIM market which has brought increased
hiquidity to the stocks in the portfolio

Dr Paul Jourdan, Douglas Lawson
and David Stevenson
Amat Global Investors

16 April 2014
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AMATI GLOBAL INVESTORS

Dr Paul Jourdan

Dr Paul Jourdan 1s an award-winmng
fund marnager, with a strong track record
in small cap investment He co-founded
Amati Global Investors following the
management buyout of Noble Fund
Managers from Noble Group n January
2010 He had joined Noble Fund
Managers i 2007 as Head of Quoted
Equittes He moved to Edinburgh 1n
1998, yoining Stewart Ivory to work on
UK, emerging market and global
equities [n 2000, Stewart Ivory was taken
over by Colomal First State (subsequently
Furst State Investments) From September
2000, Paul became manager of what 15
now TB Amat1 UK Smaller Companies
Fund, winming several awards, more
recently the Growth Company Investors
“Small Cap Fund of the Year Award
2011, the “Lipper Best UK Small and
Mid-Cap Fund 2012" and “FE Alpha
Manager 20137 In November 2004 he
was appointed Head of UK Equities at
First State In early 2005 he launched the
First State Investments AIM VCT plc,
which 1s now called Amati VCT plc

Prior to 1998 Paul worked as a
professtonal violimist, including a four
year period with the City of Birmingham
Symphony Orchestra He currently
serves as a Director of Sistema Scotland,
and also as a Governor of the Royal
Conservatotre of Scotland He also serves
as a director of Fox Marble Holdings ple,
i which Aman VCT 2 holds an
nvestment

Douglas Lawson

Douglas Lawson co-founded Amant
Global  Investors following  the
management buyout of Noble Fund
Managers from Noble Group 1n January
2010 Prior to this he worked 1n
corporate finance and private equity,
mitially as an associate focusing on
rmuddle market M&A at British Linen
Advisers, and latterly as an 1nvestment
manager 1n the private equity team at
Noble Douglas has co-managed the TB
Amatt UK Smaller Companies Fund
since 2009, winmng the Growth
Company Investors “Small Cap Fund of
the Year Award 2011% as well as the
“Lipper Best UK Small and Mid-Cap
Fund 2012 He has also been co-
manager of Amat VCT since 2009 and
Amatt VCT 2 since the mvestment
management contract moved to Amati
Global Investors 1 2010 Douglas started
his career at Ernst & Young in London,
where he qualified as a Chartered
Accountant 1n 2002 He serves as a
director of Amati Global Investors and
Polyhedra Group plc, in which Amat
VCT 2 holds an investment

David Stevenson

David Stevenson joined Amati Global
Investors in February 2012 Prior to thus
he was a partner with investment
boutique Cartestan Capital, which
managed a range of retal and
nstitutional UK equaty funds in long only
and long/short strategies David co-
founded Cartesian Capital in 2005, and
saw growth in client assets to a peak of
£600m Previously he was assistant
director at SVM, where he also managed
equity products including the UK
Opportunities small/mudeap fund which
ranked top decile amongst peers for the
five year penod from inception to late
2005 Before that, David worked n
private equity with Dunedin, a subsidiary
of the Bank of Scotland, and started his
carcer at KPMG where he quahfied as a
Chartered Accountant, latterly
spectahising in corporate finance
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INVESTMENT PORTFOLIO

as at 31 January 2014

Original AVCT2
book cost at
Humber Book cost* Valustion Fung % of shares ’ anr:g:;t
FTSE Sector of shares £ £ % In Issue £
Amerisur Resources plc @ 697,000 297 355 10 01 -
Egdon Rescurces plc @ 1,265,500 158 354 10 10 -
MyCelx Technologies Corporation ¢ 194,470 425 934 27 32 175
01l & Gas 880 1,643 4.7 175
Elementis plc @ 194,000 479 496 14 0¢ -
Fox Marble Holdings plc
8% Convertible Loan Note @ 508,300 508 323 15 480" -
Fox Marble Holdings plc @ 2,809,999 543 576 17 23 -
Basic matenals 1,530 1,597 46 -
AB Dynamucs pic @ 345,872 298 512 15 21 -
Bglobal plc @ 1,134,117 291 77 02 i1 175
Cohort plc~ 275,667 234 557 16 07 364
Judges Scientific ple "¢ 27,471 165 611 18 05 -
Keywords Studios plc @ 354,467 436 507 15 09 -
Microsaic Systems plc '@ 1,333,000 490 620 18 25 -
Polyhedra Group plc @ 1,032,711 310 248 07 12 -
Polyhedra Group plc
8% Convertible Unsecured Loan Stock *# 953,272 953 906 26 238" -
Sabien Technology Group plc @ 1,551,426 375 481 14 49 416
SKIL Ports & Logistics Limited 158,778 316 92 03 04 -
Solid State plc'® 100,017 242 285 08 12 -
Sportsweb com * 58,688 352 317 09 114 -
Synectics plc 1 136,688 342 772 22 08 -
Universe Group plc 1@ 12,500,970 288 844 25 59 -
Water Intelligence plc @ 395,084 170 197 06 37 -
Industrials 5,262 7,026 204 955
Asian Citrus Holdings Limited € 1,312,063 577 203 06 01 235
China Food Company plc
12 5% Convertible Loan Note *® 624 624 809 23 141° -
Crest Nicholson Holdings plc ® 194,383 631 712 20 01 -
Frontier Developments plc 1@ 565,182 602 854 25 18 -
Sorbic International ple
0% Convertible Loan Stock *@ 276 276 299 09 108 -
Consumer goods 2,710 2,877 83 235
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Original AVCT2

book cost at

Number Book cost* Valustion Fund % of shares i oo
FTSE Sector of ghares £ € % in Issue £
Allergy Therapeutics ple 265,455 29 24 01 01 194
Anpario plc ® 463,576 408 1,173 34 23 432
Deltex Medical Group plc "® 2,931,000 735 388 11 17 -
Tristel ple @ 876,402 438 421 12 22 145
Health care 1,610 2,006 58 771
Cello Group plc 225,000 258 191 06 03 -
Conexion Media Group plc* 1,080,883 184 3 - 14 -
Dods (Group) plc” 2,000,000 596 60 02 06 -
Ebiquity plc” 345,500 729 401 11 06 -
Eclectic Bar Group pic *® 235,120 376 385 11 18 -
Expansys plc ' 775,000 450 4 - 01 -
Fuse§ plc* 20,999 210 - - 02 -
Music Festivals plc *@ 59,527 39 - - 04 -
Music Festivals plc
8% Convernible Loan Note 2016 ™€ 340,000 340 - - 113" -
Prezzo plc ' 1,342,500 151 1,967 57 06 -
Rated People Limited '@ 832 93 93 03 05 -
Rightmove plc @ 17,200 323 436 13 00 -
Tasty plc” 538,000 373 592 17 10 -
TLA Worldwide plc ¢ 2,877,000 576 1,036 30 33 -
Consumer services 4,698 5,168 150 -
Antenova Limited * 2,181,435 - - - 30 525
Antenova Lunuted A Preference Shares 1,275,166 100 13 - 31 100
Telecommunications 100 13 - 625
Belvour Lettings ple @ 386,209 344 688 20 16 -
Brooks Macdonald Group plc *® 90,100 1,153 1,320 38 07 127
Brookwell Limited Redeemable
Preference Shares * 205,371 137 66 02 38 160
London Capital Group Holdings plc © 430,652 372 133 04 08 132
MartnCo plc ® 315,250 315 422 12 14 -
Paragon Entertainment Limited @ 8,431,300 322 358 11 45 -
Financials 2,643 2,987 8.7 419
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INVESTMENT PORTFOLIO

Continued
Orlginal AVCT2
book cost at
Humber Dook cost™ Valuation Fund % ot shares y "cv."::‘l’;t
FTSE Sector of shares £ £ % Inissus £
Accesso Technology Group plc 273,000 273 1,877 55 14 -
AVEVA Group plc® 12,656 317 272 08 00 -
Celoxica Holdings ple ** 771,250 - - - 03 198
EU Supply plc ® 1,678,639 379 441 13 29 -
GB Group plc ' 338,323 222 762 22 05 88
Ideagen plc '@ 2,152,300 409 700 20 18 -
[DOX plc ™ 3,611,951 272 1,282 37 10 -
Kalibrate Technologies plc @ 443,094 350 412 12 13 -
Neteall plc 961,562 173 558 16 08 268
Outsourcery ple @ 122,808 135 144 04 04 -
Quxant plc 1® 835,117 385 902 26 13 -
Rosslyn Analytics Lirmited ™@ 9,639 30 30 01 03 -
Rosslyn Analyucs Limited Preference Shares™® 86,741 265 265 08 42 -
Software Radio Technology plc @ 1,900,000 579 380 11 16 713
Ubisense Group plc @ 314,577 544 761 22 14 145
Technology 4,333 8,786 255 1,412
Total investments 23,766 32,103 93.0 4,592
Net current assets 2,412 70
Net assets 23,766 34,515 100
Quahfying holdings

t  Par qualifiing holdings

Uryriored holdings

+ &

o+ R

These figures represent percentage of loar stock eld

These nvestments are alse keld by other funds managed by Amar

This column shows the book cost to the Company, esther as a result of marke! trades and events, er asset acqusition.

This cohimrt shows the book cost of the AVCTZ tnvestments wiich formed part of the asset acquesition These invustments wer transferred to the Company at fmr value on the date of the

asser acquisiton The jotal book cost at 8 November 2011 per the table above does not agree to the total book cost of AVCT2 mvestmients at 8 November 2011 due to sales since this date.

All holdmgs are en ordrnary shares urless otherwrse stated

As at the year end, the percentage of the Company s portfolio held ur quabifywng holdings for the purposes of Section 274 of the income and Corparation Taxes Act 2007 15 §8 48%
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Fund Exposure by Sector as at 31 January 2014

FTSE Sector Fund %
Technology 255
Industrials 204
Consumer services 150
Financials 87
Consumer goods 83
Health care 58
O1l & Gas 47
Basic materials 46
Telecommunications -
Net current assets 70

100 0

Geographical Exposure as at 31 January 2014

Region Fund %
UK 46
us 21
Rest of World 17
Europe ex UK 16

Source Amart: Global Investors Geographical exposure calculated by reference to the last
pubhished annual report and the weighted average market capitalisation of each portfolio
cOnstieugHe
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TOP TEN INVESTMENTS

as at 31 January 2014

Prezzo plc

Sector Consumer services

Market capitalisation £341 4m 52 weeks to 30 December 2012 £ mllion
Cost £151,000 Profit before tax 17 3
Valuation £1,967,000 Profit after tax 129
Valuation basts SETS closing Net assets 917
Income recognised 1n year £4,000

Presz0 15 a branded restaurant operator in the UK operating under the Prezzo and Chumichanga brands Prez/o opened 30 new
restaurants in 2013, including their first restaurant in Northern Ireland, and have openings in the pipeline 1n Windsor, Leeds,
Oxford and Wembley At the period end Prezzo had 222 restaurants in uts estate, including 33 trading under the Chirnichanga
brand, which have a theme based on the increasingly popular Tex-Mex cuisine

Accesso Technology Group plc

Sector Technology
Market capuahsation £138 9m 14 months ended 31 December 2013 £ mulhion
Cost £273,000 Profit before tax 22
Valuation £1,877,000  Profit after tax 20
Valuation basis SETS closing Net assets 239
Income recognised 1n year £mil

Accesso, formerly Lo-Q, designs, installs and operates systems that reduce queuing tunes for visitors to theme parks The first
installation was 1n 2001 tn the Six Flags Over Georgia park near Atlanta and since that the time the company’s products have been
used by more than 9 million guests The virtual quewing system, which 1s now available 1n more than 400 visitor attractions
worldwide, can be operated through a mobile phone, a handheld device or wristband which 1s rented at the park The revenue
share agreement offers a very attractive and low risk incremental revenue stream to the park operator The acquisitions of Accesso,
a leading ticketing and e-commerce group, and Siriusware, a leading North American provider of ticketing and point-of-sale (POS)
technology, has enhanced Accesso’s product offering and consoltdated 1ts market-leading position

Brooks Macdonald Group plc

Sector Financials
Market capitahisation £195 6m Year to 30 June 2013 £ mithon
Cost £1,153,000 Profit before tax 104
Valuation £1,320,000 Profit before tax 80
Valuation basis SETS closing Net assets 576
Income recogmsed n year £20,000

Brooks Macdonald Group plc 1s an AIM quoted, integrated, wealth management group The group consists of four principal
companies Brooks Macdonald Asset Management Lunited, a discretionary asset management business, Brooks Macdonald Funds
Lunited, a fund management business, Brooks Macdonald Finanaal Consulting Limated, a financsal advisory and employee benefits
consultancy, and Braemar Estates (Residential} Limited, an estate management company Assets under management have grown
to £5 68 billion, and the changing regulatory landscape following the coming into force of the Retail Distribution Review (“RDR”)
has presented further opportunities for growth
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IDOX plc

Sector Technology
Market capitalisation £1253m Year to 31 October 2013 £ mulhon
Cost £272,000 Profit before tax 75
Valuation £1,282,000  Profit after tax 84
Valuation basis SETS closing  Net assets 447
Income recognised 1n year £25,000

IDOX 15 a leading provider of software and services to the UK public sector It 1s the leading applications provider to local
government for core functions relating to land, people and property, for example planning systems and election management
software Over 90% of UK local authorities are customers of IDOX The group’s products enable local authorities to manage
information, knowledge, documents and content The acquisition of McLaren Software, which provides engineering document
management applications to the o1l and gas, miming, utilittes, pharmaceuticals and transport sectors, was one of a series of
acqusitions aimed at diversifying away from the company’s reliance on the UK public sector

Anpario plc

Sector Health care

Market capitalisation £50 2m Year to 31 December 2012 £ mulion
Cost £408,000 Profit before tax 15
Valuation £1,173,000 Profit after tax 21
Valuation basis Bid price Net assets 179
Income recogmised tn year £18,000

Anpario plc 1s a leader in the manufacturing and marketing of high performance natural feed additives for global agricultural and
aquaculture markets with products which improve the health and output of ammals, thereby increasing profits for the farmer
The company 15 positioned to benefit from the trends in growth of the world’s population, the increasing demand for meat and
fish protein in developing countries and the nghtening of global regulation which favours more natural feed additive
solutions Anpano’s strong global brands, which mclude Kiotechagil, Meniden and Optivate, trade 1n over 70 countries using a
combination of distributors, joint ventures and wholly owned subsidiaries backed up by a centralised manufacturing and research
and development centre based in the United Kingdom Anpario has recently established a distribution centre in the US, following
on from 1ts recent entry into China and Brazil, three markets which together account for approximately half the company’s
addressable market
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TOP TEN INVESTMENTS

Continued

Polyhedra Group plc

Sector Industrials

Market capitalisation £20 2m Year to 31 Decemnber 2012 € million
Cost £1,263,000 Profit before tax 18
Valuation £1,154,000 Profit after tax 07
Valuation basis Earmings/Revenue multiple (ord shares)  Net assets 13

Discounted cash flow/
Black Scholes {(convertible loan)

Income recognised in year £76,000

Polyhedra Group 15 an unquoted company The shares have
attached to them full voting, dividend distribution and capital
distribution (including on winding up) rights, they do not
confer any rights of redemption Amati VCT 2 holds 1 21%
of the voting nights of Polyhedra Group

Polyhedra 1s an unquoted company which provides the pharmaceutical supply chain with the collection, audit and safe disposal
of expired and unused products Polyhedra operates in an increasingly regulated industry with lugh barriers to entry, and 1s the
only company 1n Europe fully to comply with EU directives on the secure disposal of pharmaceutical products The company
intends to join the AIM market in due course, with a view to rolling out 1ts service offering 1 the UK and Germany

Fox Marble Holdings plc

Sector Basic materials

Market capitalisation £253m Year to 31 December 2012 € million
Cost £1,051,000 Profit before tax 74
Valuation £1,101,000 Profit after tax 74
Valuation basis Bid-price (ord shares)  Net assets 67

Diuscounted cash flow/
Black Scholes (convertible loan)

Income recogmsed in year £25,000

Fox Marble 1s a decorative stone extraction company operating tn Kosovo, with headquarters in the Umted Kingdom The company
has extraction hcenses for five high quality marble quarries, 1n an area with world-class marble reserves which are largely unexploited
The company has made rapid progress to production and recently signed its first deal with a major UK marble manufacturer
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TLA Worldwide plc

Sector Consumer services

Market capitalisation £31 6m Year to 31 December 2012 $ mulion
Cost £576,000 Loss before tax (0 08)
Valuation £1,036,000 Loss after tax (12)
Valuation basis Bud price Net assets 345
Income recogrused 1n year £17,000

TLA Worldwide 15 an athlete representation and sports marketing business, whose primary focus 1s the sport of baseball Its baseball
division s the largest player agency by chient number, negotiating more than $2bn 1n player contracts sunce 2004 The company
has begun to diversify tmo other sports such as golf, as well as related areas such as talent marketing, broadcasuing and coaching
A subsidiary company, The Legacy Agency, has recently announced a strategic partnership with a major video programming and

technology platform

MyCelx Technologies Corporation

Sector O1l & Gas
Market capitalisation £28 9m Year to 31 December 2012 $ million
Cost £425,000 Profit before tax 16
Valuation £934,000 Profit after tax 20
Valuation basis Bid price Net assets 165
Income recogmised in year £rul

MyCelx 15 a clean water technology provider to the global O1l & Gas industry The company’s revolutionary technology for the
removal of o1l from waste water 1s rapidly gaining traction throughout the industry MyCelx has recently signed up two major
international ol companues for the delivery of its clean water techrology in the Guif of Mexico, and has announced a push into

emergmg markets 1n order to diversify its customer base

Quixant ple

Sector Technology

Market capitalisation £69 8m Year to 31 December 2013 $ mulion
Cost £385,000 Profit before tax 60
Valuation £902,000 Profit after tax 48
Valuation basis Bud price Net assets 155
Income recognised 1n year £nil

Quuxant designs and manufactures PC based computer systems for the global gaming industry Based in the UK, Quixant currently
has subsidiary companies in Italy, USA and Taiwan with customers 1n every region of the world The company has 1ts own
manufacturing facility 1n Tarwan, and has recently moved into mass production with two major gaming machine manufacturers
Quuxant has made rapid progress since hsting, and has revealed plans for a new operational facihity in Las Vegas, as the company
seeks to gain market share and embed relationships with major suppliers
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BOARD OF DIRECTORS

Julian Avery

Julian Avery 1s Chairman of the Company He 1s a solicitor and
was chief executive of Wellington Underwriting ple unul
September 2004 He was a non-executive director of Aspen
Insurance Holdings Limited until May 2007 and chairman of
Equuty Insurance Group until 1ts acquisition by the Australian
msurance group, [AG in January 2007 He was a non-executive
director of Warner Estate Holdings plc and Charles Taylor plc

He was also previously a senior adviser to Fenchurch Advisory
Partners He is a Trustee of the Butler Trust and president of St

Michael’s Hospice, Hastings

Mike Killingley

Mike Killingley 15 a non-executive director of AIM-quoted
Falkland Islands Holdings ple He was a semor partner with
KPMG, chartered accountants, from 1988 until retining from
the firm 1 1998, he 15 a former non-executive chairman of a
number of AIM and listed companies, including Beale plc,
Southern Vectts plc, Conder Environmental plc and Advanced
‘Technology (UK) plc He 1s Chairman of the audit commuttee
of the Company

Christopher Macdonald

Christopher Macdonald 1s chief executive officer of Brooks
Macdonald Group plc, a private chent fund management
group He 1s alse a durector of Brooks Macdonald Asset
Management Limited, Brooks Macdonald Financial Consulting
Limited, Brooks Macdonald Asset Management (Tunbridge
Wells) Limited, Brooks Macdonald Funds Limted, Brooks
Macdonald Nominees Limited, Brooks Macdonald Asset
Management (International) Limited, Brooks Macdonald
Rettrement Services (International} Limited and Braemar
Group Lirmited The Company holds shares in Brooks
Macdonald Group ple

Christopher Moorsom

Christopher Moorsom 15 non-executive chairman of the Bath
Building Society and a director of the Royal Welsh College of
Music and Drama He was managing director of Albert E Sharp,
joint managing director of Gerrard and was chairman of
Gerrard Investment Funds He was a director of Weston Area
NHS Trust, Northern Races Limited and Bath Racecourse
Limuted He is a member of the Securities Institute He 1s the
semor mdependent Director of the Company




STRATEGIC REPORT

This report has been prepared by the directors 1n accordance
with the requirements of Section 414 of the Compames Act
2006 The directors consider that the Annual Report and
Accounts of the Company for the year ended 31 January 2014
as a whole 1s fair, balanced and understandable and provides the
information necessary for the members of the Company to
assess the Company’s performance, business model and
strategy

Investment Policy
Investment Objective

The Investment objectives of the Company are to generate tax
free capital gains and income on investors’ funds through
ivestment primarily in AIM-traded companies whilst
mutigating risk appropriately within the framework of the
structural requirements imposed on all VCTs

Risk Diversification

Portfoho nisk will be mugated through appropnate
diversification of holdings within the relevant portfolio As at
31 January 2014 the Company held investments in 62
companes

The Manager may use exchanged-traded or over-the-counter
derivatives with a view to reducing overall market nisk in the
portfolic as a whole The Manager shall only seek to hedge a
hmmted amount of market risk and shall always be covered by
the assets of the portfolio The use of derivatives 15 on a strictly
controlled basis only and 1s part of a total nisk mutigation
exercise, not a separate investment policy The Company’s
overriding nvestment principle 1n relation to the use of
derivatives 1s to seek to reduce any potential capital loss in the
equity portions of the Qualifying and Non-Qualifying
Investment portfolios in a falling market The Manager has not
used exchange-traded or over-the-counter derivatives at this
stage

Asset Allocation

The Manager intends that by the date from which all funds
raised are required to meet the VCT qualifying rules, the
Company’s investment profile (as defined by the valuation
methodology set out 1n sections 278-9 of the Income Tax Act
2007 1n which assets are valued on the basis of last purchase
price rather than by market price) will be approximately

(1) Between 70% and 85% 1in Qualifying Investments,
whether equity or non-equity securities in (a} companies
traded on AIM or on ISDX, or {b) companes likely to
seck a quotation on AIM or on ISDX within a 24 month
period, or (c) likely to be the subject of a trade sale within
a 24 month period

{n) Between 0% and 30% in Non-Qualifying investments in
small and mud-sized companies where such companues are
etther (a) quoted in London (b) likely to seek a guotation
i London withuin a 24 month period, or (¢} likely to be
the subject of a trade sale within a 24 month period
Investments may also include derivative instruments

(1) Between 0% and 30% in cash or cash equwvalents
(including money market funds) or government or
investment grade bonds

Consistent with the conditions for eligibility as an investment
company under the Companies Act 2006, any holdings by the
Company 1n shares or other securities in a company will not
represent more than 15% by value of the Company’s
investments

While Qualifying investments are being sourced, the assets of
the portfolio which are not in Qualifying companies will be
actively invested by the Manager 1n a combination of the above
{always ensuring that no more than 15% of the Company's
funds are invested 1n any one entity)

As described above, the Manager will also have the facility to
seek to reduce market risk from the equity portfohio held by the
Company through the use of derivatives The derivatives used
will etther be traded on an over-the-counter market or will be
exchange-traded They will be 1n hughly liquid markets bearing
a reasonable level of correlation to the FTSE AIM All-Share
Total Return index, ensuring that the value 15 normally

transparent, and enabling positions to be closed rapidly when
needed

Strategy for Achieving Objectives
Gualifying Investments Strategy

The construction of the portfolio of Qualifying Investments 1s
driven by the availlability of suitable opportumities The Manager
may co-invest in companies in which other funds managed by
Amati Global Investors invest, in accordance with the
Qualifying Investments strategy

The ability of VCTs to mitigate market risk 1s restricted by the
requirement to maintain a mmmmum of 70% of therr assets (as
defined by the methodology set out 1n sections 278-9 of the
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STRATEGIC REPORT
Continued

Income Tax Act 2007} in Qualifyang Investments after an initial
three year period A VCT s ability to invest and mihgate nisk 15
therefore restricted in three important respects

(1} Qualifying Compantes are likely to be small, liable to be
tughly dliquid and their prospects can improve or
detertorate very rapidly The Liquidity nisk itself cannot be
adequately diversified, because larger, more hiquid stocks
cannot be purchased in the qualifying portion of a VCT s
portfolio

(11} Qualifying I[nvestments have to be purchased as
opportumties arnse This 1s a long-term process, the pace
of which cannot be determuned solely by the Manager

(m} VCTs are less able to respond readily to the changing risk
environment 1n the market as a whole because the ability
to sell Qualifying Investments may be dependent on the
opportunity to replace that holding with another
Quakfying Investment, and an appropriate opportunity
may not be avadable at the nght ume

The Company seeks to address these 1ssues through the Non-
Quahfying Investment strategy set out in section below In
addition the Company benefits from an existing Qualifying
Investment portfolio of some maturity, in which, due to strong
performance, the most successful companies have tended to
become the largest holdings This mature portfolic serves to
mutigate the risks for subscribers for New Ordinary Shares, as
new Qualfying Investments purchased with the proceeds of
subscriptions will sit alongside well established ones

Non-Qualifying Investments Strategy

While Qualifying Investments are being sourced, the assets of
the portfolio which are not 1n Qualifying Comparues will be
actively invested by the Manager in a combination of the
following (though ensunng that no more than 15% of the
Company’s funds are invested 1n any one entity)

(1)  direct equuity and non-equity investments 1n small and
md-sized companies quoted 1n London, or likely to seek
a quotatton m London or to be sold within a 24 month
period,

{11} government or investment grade corporate bonds, and
{m) money market funds

The Manager seeks to adjust the non-qualifying portfolio to
reflect the nature of Qualifying Investments as they are
purchased, such that the portfolio remains well balanced and
diversified If the Manager holds a negative outlook on the
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equity markets then funds may be invested 1n cash or bonds as
outhned above, and, in addition, the Manager may seek to
reduce market nisk 1n the equity portfolio with the use of
suitable derwvative mnstruments Asset allocation between these
categories will remain flexible

In relation to the use of dervatives, the directors and the
Manager believe that their use under the controlled and prudent
parameters which have been put in place in relation to the
Company helps to reduce the total risk facing tnvestors in
relation to their investments The Company has made himited
use of derivative investments to date

The use of derivatives will not prevent the Company from losing
money overall in a falling market However, insofar as
dervatives are used, the Manager’s objective will be partially to
reduce losses and also to provide cash for investment at
moments when the market 1s weak The Company will only
enter into such transactions for the purposes of efficient
portfolio management 1n line with conventional practice

Strict nternal gurdelines on the use of dervatives have been put
n place by the Manager Additionally, such dernivatives as are
used are required to offer both good hiqudity and, in the
Manager's opinion, reasonable correlation to the ATM market

Your attention 15 drawn to the risk factors relating to the use of
dervatives set out on page 19 of this document

The Manager 15 under no obligation to use any one of these
approaches and provides no guarantee that market rsk
management will be 1n place during a falling market The use
of any or all of these instruments will reflect the Manager’s view
of the market risks which may be taken at any tume

Results and Dividends

The total profit on ordinary activities after taxation for the year
attributable to shareholders was £6,347,000, equivalent 1o a
return of 23 02p per share (31 January 2013 £2,109,000,
equivalent to a return of 7 63p per share)

The Board 1s recommending a final dividend of 4p per share for
the year ended 31 January 2014 payable on 25 July 2014 to
shareholders on: the register at 4 July 2014 An mterim dividend
of 2 75p per share was paid on 25 Qctober 2013 to shareholders
on the register at 4 October 2013

A review of the Company’s performance during the financial
year, the position of the Company at the year end and the
outlock for the coming year 1s contained withun the Chatrman’s
Statement on page 3 and in the Fund Manager’s Review on
pages 7 and 8 The main trends and factors likely to affect the



future development, performance and position of the business
are included i the Outlook section of the Chawrman’s
Statement on page 3

A graph of the performance of the growth in the Company’s
net asset value Total Return (assuming dividends re-imvested)
compared with the FTSE AIM All-Share Total Return Index 1s
shown on page 1

Key Perfarmance Indicators

The Board monitors on a regular basis a number of key
performance indicators which are typical for VCT5, the main
ones being

= Net asset value and total return to shareholders (the
aggregate of net asset value and cumulative dividends paid
to shareholders, assuming dividends re-invested at ex-
dividend date) See graphs on pages 1 and 2

+  Dividend distributions See table of investor returns on page 2
+  Share price See key data on page 1
*  Ongoing charges ratio See key data on page !

*  Comphance with HMRC VCT regulations to maintain the
Company’s VCT status See page 22

Management Agreement

Amat1 Global Investors was appointed as Manager to the
Company on 22 March 2010 Under an Investment
Management and Administration Agreement (“IMA”) dated 22
March 2010 the Manager has agreed to manage the investments
and other assets of the Company on a discretionary basis subject
to the overall policy of the directors The Company will pay to
the Manager under the terms of the IMA a fee of 1 75% of the
net asset value of the Company in arrears Annual runming costs
are capped at 3 5% of the Company’s net assets, any excess being
met by the Manager by way of a reduction 1n future
management fees The annual runmng costs include the
directors’ and Manager’s fees, professional fees and the costs
incurred by the Company in the ordinary course of its business
(but excluding any commussions paid by the Company n
relation to any offers for subscription, any performance fee
payable to the Manager, irrecoverable VAT and exceptional
costs, including winding-up costs) A performance fee of
£152,000 1s payable to the Manager in respect of the year ended
31 January 2014 (31 January 2013 £nil) Please refer to Note 3
on page 45 for details of the performance fee arrangement A
provision of £1,271,000 has been made for a performance fee

which will become payable on 31 July 2014 (f returns are
sustained wn this six month peried Following agreement
between the Manager and the Company, as explained 1n the
Chairman’s Statement, there will be no new performance fee
charges, beyond those already provided for in these accounts,
arising on any positive performance after 31 January 2014

Administration Arrangements

Under the IMA, the Manager has also agreed to provide
secretarial and admumistration services for the Company The
Manager has engaged The City Partnership (UK) Liruted to act
as company secretary and Capita Asset Services to act as fund
admenustrator The Company has agreed to pay to the Manager
a fee of £65,000 (subject to an annual increase 1n line with the
retail prices index) annually 1n arrears in respect of these
services and the fee for the year ended 31 January 2014 1s
£72,789

The appointment of the Manager as nvestment manager
and/or admnistrator and company secretary may be
terminated on cne year's notice

Fund Manager's Engagement

The Board regularly appraises the performance and
effectiveness of the managertal and secretarial arrangements of
the Company As part of this process, the Board will consider
the arrangements for the provision of investment management
and other services to the Company on an ongoing basis and a
formal review 18 conducted annually In the opimion of the
Board, the connnumng appointment of the Manager, on the
terms agreed, 15 1n the interests of the shareholders The
directors are satisfied that the Manager will continue to manage
the Company 1n a way which will enable the Company to
achieve 1its objectives

VCT Status Adviser

The Company has retained PricewaterhouseCoopers {(“PwC”)
to advise 1t on comphance with VCT requirements PwC reviews
new investment opportunities, as approprate, and reviews
regularly the investment portfolio of the Company PwC works
closely with the Manager but reports directly to the Board

Borrowing Policy

The Company may, within the limits set out in 1ts Articles of
Association, utilise borrowings to provide flexability 1n 1ts
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mvestment and dividend pohicies The Articles allow the
Company to borrow up te an amount equal to 1ts adjusted
capital and reserves (as defined in the Articles) The Board will
restrict the borrowings of the Company to an amount which
will not, without the previous sanction of an ordinary
resolution of the Company, exceed an amount equal to 25% of
the adjusted capital and reserves The Company currently does
not have any borrowings

VCT Regulation

The Company’s investment policy 1s designed to ensure that
it meets the requirements of HM Revenue & Customs to
qualify and to mawntain approval as a VCT HM Revenue &
Customs VCT regulations state that the Company must,
within three years of raising funds, maintain at least 70% by
VCT value of its investments in shares or securines comprised
in qualfying holdings, of which at least 70% by VCT value
must be ordinary shares which carry no preferenual rights (for
funds raised prior to April 2011 at least 30% by VCT value
must be in ordinary shares which carry no preferential rights)
In addition, 1t may not invest more than 15% of its
mvestments i a single company and tt must have at least 10%
by VCT value of its total mvestments v any gualifying
company in qualifying shares approved by HM Revenue &
Customs To be classed as a VCT quahfying holding,
companies 1n which investments are made must have no more
than £15 millien of gross assets at the time of investment (or
£8 million if the funds being invested were raised after 5 April
2006) and £16m after investment (or £8m after 5 April 2006),
they must also be carrying on a quahfying trade and satisfy a
number of other tests

Prior to making any qualfying investment the Manager
requests HMRC VCT clearance letters from investee compames
and, takes advice from PwC to ensure the documentation
regarding the investment does not contravene the quahifying
status of the investment The Manager monitors compliance
with VCT qualifying rules on a day to day basis through a
combination of automated and manual comphance checks 1n
place within the business PwC also review the portfolio bi-
annually to ensure the Manager has comphed with regulations
and have reported to the Board that the VCT has met the
necessary requirements during the year

The Finance Bill 2014 was published on 27 March 2014 and
wcludes the following propased amendments to schemne rules
for VCTs

» to exclude companies benefiting from Renewables
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Obligation Certificates and/or the Renewable Heat
Incentive scheme with effect from Royal Assent of Finance
Bill 2014,

+ to allow investors to subscribe for VCT shares via nominees
with effect from Royal Assent of Finance Bul 2014,

+  to exclude investments 1n VCTs that are conditionally
linked 1n any way to a share buyback, or that have been
made within 6 months of a disposal of shares in the same
VCT, from qualifying for new tax relief with effect from 6
April 2014,

+  to prevent VCTs from returning capital that does not relate
to profits on investments within 3 years of the end of the
accounting pertod in which shares were 1ssued to investors
This will take effect 1n respect of shares 1ssued on or after 6
Apnl 2014,

+ to amend the VCT legislation to ensure that from 6 April
2014, notwithstanding the general time limits for making
assessments to recover tax, HMRC can withdraw tax relief
1f VCT shares are disposed of within 5 years of acquisition,

In addimon to the changes above the government s concerned
about the growing use of contrived structures to allow
investment 1n low-risk activities that benefit from income
guarantees via government subsidies and will therefore explore
a more general change to exclude investment 1nto these
activities, consulting with stakeholders The government 1s also
interested 1n exploring options for venture capital reliefs to
apply where investments are in the form of convertible loans,
and will be considering thus as part of a wider consultation and
evidence gathering exercise over summer 2014

The Finance Bill 2012 was published on 29 March 2012, and
received Royal Assent on 17 July 2012 The amendments have
effect in relation to shares 1ssued on or after 6 April 2012 The
amendments increased

+ the employee limit to fewer than 250,

* the threshold of gross assets to no maore than £15m before
mvestment and £16m immediately thereafter (or £8m if the
funds being invested were recerved after 5 April 2006), and

* the maximum annual amount that can be invested 1n any
12 month period 1n an individual company 1n aggregate
from EIS, VCT and other state aided risk capital measures
to £5m

The Finance Bill provided that the maximum annual
investment lmit would be applied to all vintages of VCT funds




Principal Risks and Uncertainties

The Board considers that the Company faces the following
major risks and uncertainties

Investment Risk

A substantial portion of the Company's investments are 1n
small AIM traded companies as well as some unquoted
companies By their nature these unvestments involve a higher
degree of risk than investment in larger fully listed companies
These compames tend 1o have hmited product hines and mche
markets They can be reliant on a few key individuals They
can be dependent on securing further financing In addition,
the liquudity of these shares can be low and the share prices
volatile

To reduce the risk, the Board places reliance upon the skalls and
expertise of the Manager and 1its strong track record for
investing 1n this segment of the market investments are actively
and regularly monitored by the Manager and the Board receives
detailed reports on the portfolio in addion to the Manager's
report at regular Board meetings The Manager alse seeks to
limnt these risks through building a highly diversified portfolio
with companies in different sectors and markets at different
stages of development

Venture Capital Trust Approval Risk

The current approval as a venture capital trust allows investors
to take advantage of mcome tax reliefs on imtial investment and
ongoing tax-free capital gans and dividend income Failure to
meet the qualifying requirements could result in investors losing
the income tax relief on initial investment and loss of tax relief
on any tax-free income or capual gains recewved In addition,
fallure to meet the qualfying requirements could result in a loss
of isting of the shares

To reduce thus risk, the Board has appointed the Manager which
has sigmificant experience in venture capital trust management,
and 15 used to operating within the requirements of the venture
capital trust legislation In addition, to provide further formal
reassurance, the Board has appointed PwC as taxation adviser
to the Company PwC reports every six months to the Board to
confirm independently comphance with the venture capital
legislation, to highlight areas of risk and to inform on changes
1n legislation

Compliance Risk

The Company 15 listed on the London Stock Exchange and 15
required to comply with the rules of the UK Listing Authonity,
as well as with the Companies Acts, Financial Reporting
Standards and other legislation Failure to comply with these
regulations could result in a delisting of the Company’s shares,
or other penalties under the Companies Acts or from financial
reporting oversight bodies

In July 2013 the Alternative Investment Fund Directive
("AIFMD”) was implemented, a European directive affecting
the regulation of VCTs Amati VCT 2 has been entered in the
register of small registered UK AIFMs on the Finanaial Services
register at the Financial Conduct Authonty (“FCA”) As a
registered firm there are a number of regulatory obligations and
reporting requirements which must be met in order to maintatn
its status as an AIFM

Board members and the Manager have considerable experience
of operating at semior levels within quoted businesses In
addition, the Board and the Manager recetve regular updates on

new regulation from the auditor, lawyers and other professional
bodies

Internal Control Risk

Failures 1n key controls, within the Board or within the
Manager’s business could put assets of the Company at risk or
result i reduced or inaccurate information being passed to the
Board or to shareholders

The Board seeks to rtigate the internal control risk by setting
policy, regular reviews of pecformance, enforcement of
contractual obligations and monitoring progress and
comphance Details of the Company’s internal controls are on
page 31

Financial Risk

By 1ts nature, as a venture capital trust, the Company 1s exposed
to market price risk, credit risk, liquidity risk and interest rate
nsk The Company’s policies for managing these risks are
outhned m full in notes 22 to 25 to the finanaal statements on
pages 5310 55

The Company 1s financed through equity

Liquidity Risk

The Company’s investments may be difficult to realise As a
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closed-ended vehicle the Company does have the long-term
funding appropnate to making nvestrnents mn illhiqud
companies However, if the underlying investee companies run
into difficulties then their shares can become ilhiquid for
protracted periods of time In these aircumstances the Manager
would work with the investee company and its advisors to seek
appropnate solunions

Market Risk

Investment 1n AIM-traded, 1SDX-traded and unquoted
companies, by 1ts nature, involves a higher degree of risk than
mvestment 1n companies on the main market In particular,
smaller compames often have hmited product lines, markets or
financial resources and may be dependent for their
management on a smaller number of key individuals At times
of adverse market sentument the shares of small companies can
become very difficult to selt, and values can fall rapidly The
Company's closed-end structure 1s unportant in this regard, in
that 1t 15 less likely to become a forced seller at such points The
Company's investment policy also allows the Manager to invest
in much larger more hquid compantes through non-qualifying
holdings These can provide hquidity in times of market
adversity

Economic Risk

Events such as economuic recession and movement in interest
rates can affect investor sentiment towards hquidity risk, and
hence have a negative umpact on the valuation of smaller
companies The Manager seeks to mitigate this risk by seeking
to adopt a suitable investment style for the current point in the
business cycle, and to diversify the exposure to geographic end
markets

Reputational Risk

Inadequate or falled controls might result m breaches of
regulations or loss of shareholder trust The Manager operates
a robust risk management system which 1s reviewed regularly
to ensure the controls in place are effective 1n reducing or
ehminating risks to the Company Details of the Company’s
wnternal controls are on page 31

Operational Risk

Failure of the Manager’s, or other contracted third parties)
accounting systems or disruption to their businesses right lead
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to an inability to provide accurate reporting and montitoring or
loss to shareholders The Manager regularly reviews the
performance of third party suppliers at monthly management
meetings and quarterly Board meetings of the Manager

Additional disclosures required by the Companies
Act 2006

The Company had no employees during the year and the
Company has 4 non-executive directors, all of which are male
The Company, being an externally managed investment
company with no employees, has no policies 1n relation to
environmental matters, social, community and human rights
1ssues In respect of the Bribery Act the Manager believes there
are no reasons or circumstances which could be foreseen 1n
which any of the third party service providers mught falt foul of
the Bribery Act, the Manager has detailed procedures in place
covering the giving, recerving, authonising and recording of gifts
and hosputality by staff of the Manager

By opder of the Board
AiC-

(R \bbma;M N Co

The City Partnership (UK) Limited
Company Secretary

16 April 2014



DIRECTORS' REPORT

Principal Activity and Status

The Company 1s registered as a public limited company 1n
England under registration number 04138683 The directors
have managed and intend to continue to manage the Company’s
affairs 1n such a manner as to comply with section 274 of the
Income Tax Act 2007

Directors

The directors of the Company during the year under review were
Juhan Avery, Mike Killingley, Christopher Macdonald and
Chnistopher Moorsom Brief biographical detauls of the directors
are given on page 18 Al directors will retire at the Annual
General Meeting in 2014 and, being ehgible, offer themselves for
re-election

Management

The Board has delegated the management of the investment
portfolio to the Manager and the Manager also provides or
procures the provision of company secretarial and
administrative services to the Company

Share Capital

There were 27,893,328 ordinary shares 1n 155ue at the year end
Since the year end, 892,088 shares have been 1ssued under the
Top Up Offer, please refer to Note 20 on page 51 for further
details

During the year 1,594,391 shares in the Company were bought
back for an aggregate consideration of £1 69m at an average
price of 105 Op per share All of the shares were cancelled after
purchase The purpose of the share buybacks was to satisfy
demand from those shareholders who sought to sell their shares
during the peniod, given that there 15 a very limited secondary
market for shares in Venture Capuital Trusts generally It remains
the Board’s policy to buy back shares in the market, subject to
the overall constraint that such purchases are in the Company’s
mterest including the maintenance of sufficient resources for
wvestment m new and existing investee companies and the
continued payment of dividends to shareholders

During the year 2,198,145 shares in the Company were allotted
at an average price of 115p per share raising £2 5m net of tssue
costs

The rights and obhigations attaching to the Company’s ordinary
shares are set out 1n the Company’s Articles of Association,
copies of which can be obtained from Compantes House The

holders of ordinary shares are entitled to recerve dividends when
declared, to receive the Company’s report and accounts, to attend
and speak at general meetings, to appoint proxies and to exercise
voting rights There are no restrictions on the voting rights
attaching to the Company’s shares or the transfer of securities
in the Company

At a general meeting of the Company held on 7 March 2013 the
following resolution was passed

Authority to Allot Shares

The directors were authorised pursuant to Section 551 of the
Compamnies Act 2006 to allot relevant securit:es up to a
maxumuwm aggregate nominal value of £1,250,000 Thus authority
expires on 7 March 2018

Details of the prinaipal investments made by the Company are
shown 1n the portfolio of 1nvestments on pages 10 to 13

Auditor

A resolution to re-appoint BDO LLP as auditor will be proposed
at the forthcoming Annual General Meeting

Substantial Shareholdings

At the date of thus report there was no indvidual shareholding
exceeding 3% of the 1ssued ordinary share capital

Global Greenhouse Gas Emissions

The Company has no direct greenhouse gas emissions to report
from 1ts operations, being an externally managed mvestment
company

Going Concern

In accordance with FRC Guidance for directors on geing
concern and hiqmdity nisk the directors are of the opimon that,
at the time of approving the financial statements, the Company
has adequate resources to continue mn business for the
foreseeable future In reaching this conclusion the directors tock
mto account the nature of the Company’s business and
Investment Policy, its risk management policies, the
diversification of its portfolio, the cash holdings and the hquidity
of non-qualifying mnvestments The Company’s business
activities, together with the factors likely to affect 1ts future
development, performance and position including the financial
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DIRECTORS' REPORT
Continued

risks the Company 1s exposed to are set out in the Strategic Report
on pages 19 to 24 As a consequence, the directors believe that the
Company has sufficient cash and hiquid investments to continue
to operate and that together with funds raised after the end of the
financial year under the new offer the Company 1s well placed to
manage 1ts business risks successfully The directors have a
reasonable expectation that the Company has adequate resources
to continue n operational existence for the foreseeable future
Thus the directors believe 1t 1s appropriate to continue to apply
the going concern basis in preparing the financal statements

Accountability and Audit

The statement of directors’ responsibilities 1s set out on page 33
of this report The independent auditor’s report 15 set out on pages
36 to 38 of thus report The directors who were 1n office on the
date of approval of these Annual Report and Financial Statements
have confirmed that, as far as they were aware, there 1s no relevant
audit information of which the auditor 1s unaware Each of the
directors has taken all the steps they ought to have taken as
directors m order to make themselves aware of any relevant audit
information and to establish that 1t has been communicated to
the auditor

Annual General Meeting

The Annual General Meeting will be held at Multon Court Theatre,
Guildhall School of Music & Drama, Silk Street, Barbican,
London, EC2Y 8DT on Thursday 26 June 2014 at 10 15am The
notice of meeting 1s set out on pages 56 to 57 of thus Annual Report
and a proxy form s included The following denotes the business
to take place

Ordinary Resolutions
Resolution 1 Approval of the Annual Report

Shareholders will be asked to recerve the directors’ report and
financial statements for the financial year ended 31 January 2014,
together with the independent auditor’s report thereon

Resolution 2 Approval of the Directors’ Remuneration Pohcy

This resolution proposes the approval of the Directors’
Remuneration Policy as set out on page 34

Resolution 3 Approval of the Directors’ Remuneration Report
Under The Large and Medium Sized Companies and Groups

26 Amau VCT 2 plc Annual Report & Financial Statements 2014

{Accounts and Reports) (Amendments) Regulations 2013, the
Company 15 required to produce a Directors’ Annual Report on
Remuneratron and to seek shareholder approval for that report at
the Annual General Meeting The Directors’ Annual Report on
Remuneration 1s on pages 34 to 35 of the Annual Report and
Financial Statements

Resolution 4 Approval of a final dividend of 4p per share

Shareholders will be asked to approve a final dividend of 4p per
share payable on 25 July 2014 1o shareholders on the register at 4
July 2014

Resoluttons 5 and 6+ Re-appointment of auditor

These resolutions provide for the re-appointment of BDO LLP as
auditor to the Company to hold office from the conclusion of the
Annual General Meeting until the conclusion of the next annual
general meeting at which accounts are laid before the Company
and to authorse the directors to fix the auditor’s remuneration

Resolution 7 Re-election of Julian Avery

Julian Avery will retire and being eligible offers himself for re-
election

Resolution 8+ Re-election of Mike Killingley

Mike Killingley will retire and being eligible offers himself for re-
election

Resolution 9; Re-election of Christopher Macdonald

Christopher Macdonald will renre and being eligible offers hunself
for re-election

Resolution 10: Re-election of Christopher Moorsom

Christopher Moorsom retires in accordance with the AIC Code,
and being eligible, offers himself for re-election

Special Resolutions

Resolution 11: Life of the Company and Amendment to the
Articles

It 18 proposed that the Articles be amended so that the
continuatton resolution to be put to shareholders at the annual
general meeting of the Company 1n 2018 1s nstead put to




shareholders at the annual general meetng in 2020 (and at each
annual general meeting of the Company at five year intervals
thereafter) in order that the duration of the Company 15 extended
1o a date at least five years after the closing of the Top Up Offer

Resolution 12: Renewal of authority for directors to disapply pre-
emption rights i respect of their authonty to allot shares

Shareholders will be asked to renew the directors’ authority to
disapply pre-emption rights in respect of their authority to allot
unissued ordinary shares of the Company up to an aggregate
nomunal amount of £1,250,000

If the directors wish to allot any of the urussued ordinary shares
for cash they must, in the first instance, offer them to exasting
shareholders in proportion to their sharcholding There may be
occasions when the directors will need the flexibility to finance
business opportumties by 1ssue of ordinary shares without a pre-
emptive offer to existing shareholders This authority will expire
on the earlier of the date of the next Annual General Meeting of
the Company in 2015 and the date whuch 15 15 months after the
date on which thus reselution 1s passed

Resolution 13 Renewal of authority for the Company to
purchase its own shares

The directors are aware that there 1s an iliqud market in the
Company’s shares The directors therefore consider that the
Company should have the ability to make market purchases of its
ordinary shares in the market for cancellaton A special resolution
will be proposed at the Annual General Meeting seeking authority
for the Company to purchase up to 14 $9% of the 1ssued share
capital as at the date of the Annual General Meeting Thus
authority will expire on the earlier of the date of the Company’s
annual general meeting to be held in 2015 and the date which 1s
15 months afier the date on which this resolution 1s passed Itis
the directors’ intention to seek to renew this general authority
annually, and more frequently 1f required

By order of the Board
a‘e@\/ AJI/

Yoeoen) MC-
The City Partnership (UK) Limited
Company Secretary

16 Apnl 2014
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STATEMENT OF CORPORATE GOVERNANCE

Background

The Board of Amat1 VCT 2 plc has considered the principles
and recommendations of the AIC Code of Corporate
Governance (“AIC Code”) by reference to the AIC Corporate
Governance Guide for Investment Compantes (“AIC Guide™)
The AIC Code, as explained by the AIC Guide, addresses all the
prunciples set out the UK Corporate Governance Code {the
“Code™), as well as setting out additional principles and
recommendations on 1ssues which are of specific relevance to
the Company

The Board considers that reporting against the principles and
recommendations of the AIC Code, and by reference to the AIC
Guide (which incorporates the Code), will provide better
nformation to shareholders

The Company has comphed with the recommendations of the
AIC Code and the relevant provisions of the Code except as set
out below

The Code includes provisions relating to

*» the role of the chief executive

+  executive directors’ remuneration

» the need for an internal audit function

For the reasons set out in the AIC Guide, and 1n the preamble
to the Code, the Board considers these provisions are not
relevant to the position of the Company, being an externally
managed investment company The Company has therefore not
reported further in respect of these provisions

Board of Directors

The Company has a Board of four directors, all of whom are
considered independent non-executive directors under the AIC
Code Christopher Moorsom 1s the Semior Independent
Director Brographical detais of all directors are shown on page
18

In accordance with the Articles all directors are subject to re-
election by shareholders at the first opportunity after thewr
appointment and to further re-election thereafter at three year
intervals but 1n accordance with corporate governance best
practice, the Board has resolved that all directors will stand for
re-election on an annual basis

Directors’ retirement and re-election are subject to the Articles
of Association and the AIC Code At the forthcoming Annual
General Meeting and each subsequent annual general meeting
all directors will retire and stand for re-election In accordance
with the AIC Code, Christopher Moorsom stands for re-
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elechion as a non-executive director serving more than nine
years should be subject to annual re-election As all directors
have acted n the interests of the Company throughout the
period of their appointment and demonstrated commitment
to their roles the Board recommends they be re-clected at the
Annual General Meeting

No director has a contract of service with the Company All of
the directors have been provided with letters of appointment
which are available for inspection by shareholders immediately
before and after the Company’s Annual General Meeting

Directors are provided with key information on the Company’s
activities including regulatory and statutory requurements and
internal controls by the Manager The Manager, in the absence
of explicit instructions from the Board, 1s empowered to
exercise discretion in the use of the Company’s voting rights
All shareholdings are voted, where pracuical, in accordance with
the Manager’s own corporate governance policy, which s to
seek to maximise shareholder value by constructive use of votes
at company meetings and by endeavouring to use its influence
as an investor with a prinapled approach to corporate
governance The Board has direct access to secretanal advice
and compliance services through the company secretary, who
1s responsible for ensuring that Board procedures are followed
and applicable procedures complied with

All directors are able to take independent professional advice 1n
furtherance of their duties if necessary In accordance with the
AIC Code, the Company has in place directors’ and officers’
lability insurance On appointment any new director will be
grven a comprehensive introduction to the Company’s business
mncluding meeting the Company’s key advisers

When directors have concerns that cannot be resolved about
the running of the Company or a proposed action, they are
asked to ensure that their concerns are recorded 1n a Board
munute On resignation, a director whoe has any such concerns
1s encouraged to provide a written statement to the Chairman,
for circulation to the Board

The Board 1s responsible to shareholders for the proper
management of the Company and meets at least quarterly The
AIC Code states that the Board should have a formal schedule
of matters specifically reserved to 1t for deaision, to ensure that
it has firm direction and control of the Company This 1s
achieved by a management agreement between the Company
and the Manager, which sets out the matters over which the
Manager has authonty and the lumits above which Board
approval must be sought All other matters including strategy,
investment and dividend policies, gearing and corporate
governarce proceedings are reserved for the approval of the



Board of directors

All the directors are equally responsible for the proper conduct
of the Company’s affairs In addition, the directors are
responsible for ensuring that the policies and operations are 1n
the best interests of all the Company’s shareholders and that the
best 1nterests of creditors and suppliers to the Company are
properly considered

The chairman and the company secretary establish the agenda
for each Board meeting The necessary papers for each meeting
are distributed well in advance of each meeting ensuring all
directors recerve accurate, timely and clear information

Iindependence of Directors

The Board regularly reviews the independence of each director
and of the Board as a whole in accordance with the guidelines
in the AIC Code The Company has an investment in Brooks
Macdonald Group, of which Christopher Macdenald 15 chief
executive officer The Board has concluded that the
independence of Christopher Macdonald 1s not compromused
by this relationship Directors’ interests are noted at the start of
each Board meeting and any director would not participate in
the discussion concerning any investment in which he has an
nterest

The Board does not consider that length of service will
necessarily compromuse the independence or effectiveness of
directors and no limit has been placed on the overall length of
service The Board consider that such continuity and experience
can be of significant benefit to the Company and its
shareholders However, in accordance with the Articles and the
AIC Code any director who has served for more than nine years
will stand for re-election annually therefore a resolution to re-
elect Christopher Moorsom 1s meluded n the Notice of the
Annual General Meeting The Board has resolved that all
directors will stand for re-election on an annual basis

The Board beheves that each director has demonstrated that he
1s independent 1n character and judgment and there are no
relatonships or circumstances which could affect their
objectivity

Board Performance

The Board carried out a performance evaluation of the Board,
committtees and individual directors led by the senior
independent director 1n the year Due to the size of the
Company, the fact that all directors are independent non-
executive and the costs involved external facilitators are not used

1n evaluation of the Board The directors concluded that the
balance of skills 15 appropniate and all directors contribute fully
to discusston 1n an open, constructive and objective way The
size and composition of the Board and its commuttees 1s
considered adequate for the effective governance of the
Company The biographies of the directors shown on page 18
dernonstrate the wide range of investment, commercial and
professional experience that they contribute

Board Committees

Copies of the terms of reference of the Company's audit
commattee are available from the company secretary and can
be found on Amatr’s website www amatglobal com

Audit Committee

The audit commuttee comprises Mike Killingley (chairman),
Christopher Macdonald and Christopher Moorsom Julan Avery
15 not a member of the audrt commuttee, however he 1s invited to
attend the audit commuttee meetings by the chairman of the audit
commuttee The terms of reference of the audit commuttee are
avaiable from the company secretary and are also available from
the Company’s website www amatglobal com/avct2 php

The audit comnuttee met twice this year and the audut
commuttee chawrman also held private discussions with the
external auditor without the Manager After each meeting, the
chairman reports to the Board on the matters discussed, on
recommendations and on actions to be taken

During the year ended 31 January 2014 the audit commuittee
discharged 1ts responsibilittes by

*  Reviewing all financial statements released by the Company
(including the annual and half-yearly report and interim
management statements),

* Reviewing the Company’s accounting policies,

+  Monitoring the effectiveness of the system of internal
controls and risk management,

+  Approving the external auditor’s plan and fees,

+ Recerving a report from the external auditors following their
detailed audit work, and discussing key 1ssues ansing from
that work, and

* Reviewing 1ts’ own terms of reference

The key areas of risk wdentified by the audit commuttee in
relation to the business activities and financial statements of the
Company are
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+  Comphiance with HM Revenue & Customs to mamtain the
Company’s VCT status, and

*  Valuation of unquoted investments

These matters are monitored regularly by the Manager, and
reviewed by the Board at every Board meeting They were also
discussed with the Manager and the auditor at the audit
committee meeting held to discuss the annual finanaal
staterments

The commuttee concluded

VCT status — the Manager confirmed to the audit commuttee
that the condinons for mamtaining the Company’s status had
been complied with throughout the year The Company’s VCT
status 15 also reviewed by the Company’s tax adviser, PwC, and
Pw(’s reports are always presented to and reviewed at the Board
meeting immediately following their recerpt

Valuation of unquoted investments — the Manager confirmed
to the audit commuttee that the basis of valuanon for unquoted
comparues was conststent with the prior year and w1 accordance
with published industry guidelines, taking account of the latest
available information about nvestee compantes and current
market data A comprehensive report on the valuation of
ungquoted investments 1s presented and discussed at every Board
meeting, directors are also consulted about matenial changes to
those valuations between Board meetings

The Manager and auditor confirmed to the audit commuttee
that they were not aware of any material unadjusted
rmsstatements Having reviewed the reports received from the
Manager, the audit commuttee 1s satisfied that the key areas of
nisk and judgement have been properly addressed in the
financial statements and that the significant assumptions used
n determuning the value of assets and habihities have been
properly appraised and are sufficiently robust

The audit commuittee has managed the relationship with the
external auditor and assessed the effectiveness of the audit
process When assessing the effectiveness of the process for the
year under review the Commuittee considered the auditor’s
technical knowledge and that they have a clear understanding
of the business of the Company, that the audit team 1s
appropriately resourced, that the auditor provided a clear
explanation of the scope and strategy of the audit and that the
auditor maintained independence and objectivity As part of
the review of auditor effectiveness and independence, BDO LLP
has confirmed that 1t 1s independent of the Company and has
complied with applicable auditing standards BDQO LLP do not
provide any non-audit services to the Company and the audit
committee must approve the appointment of the external
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audutor for any non-audit services BDO LLP and prior to therr
merger PKF (UK) LLP has held office as auditor for a total of 3
years, 1n dccordance with professional guidelines the
engagement partner 1s rotated after at most five years, and the
current partner started working with the Company in the
current financial year

Following the review as noted above the audit commuttee 15
satisfied with the performance of BDO LLP and recommends
the services of BDO LLP to the shareholders in view both of
that performance and the firm’s extensive experience in auditing
Venture Capital Trusts

Nomination Committee

As the Board 1s small and consists of non-executive directors
and i view of the nature of a Venture Capital Trust Company
it has been decided that a normnation commuttee does not need
to be formed The appomntment of new directors 15 decided by
the whole Board

The Board has considered the recommendations of the Code
concerning gender diversity and welcomes imtiatives aimed at
increasing diversity generally The Board believe, however, that
all appotntiments should be made on merit rather than positive
discrununation The policy of the Board 1s that mamtaining an
appropriate balance around the Board table through a diverse
mux of skills, experience, knowledge and background 15 of
paramount importance and gender diversity 1s a significant
element of this

Any search for new Board candidates i1s conducted, and
appointments made, on mernt, aganst objective selectton
criteria having due regard, amongst other things, to the benefits
of dwersity on the Board, including gender When
recommending new appointments to the Board the directors
draw on their extenstve business experience and range of
contacts to identify suitable candidates, the use of formal
advertisements and external consultants 1s not considered cost-
effective given the Company’s size

Remuneration Committee

Where a Venture Capttal Trust Company has no executive
directors, the UK Corporate Governance Code principles
relating to directors’ remuneration do not apply and as such no
remuneration committee has been appointed The
remuneration of the directors 1s reviewed by the whole Board
although no director 15 wnvolved in seting his own
remuneration



Board and Committee Meetings

The following table sets out the directors’ attendance at full
Board and audit commuttee meetings held during the year
ended 31 January 2014

Board Audht
meetings Committee
mestings
Dirsctor held atiended held ettended
Juhan Avery 5 5 2 2
Mike Killingley 5 5 2
Christopher Macdonald 5 4 2
Christopher Moorsom 5 5 2

* Julan Avery 1s not a member of the audit commttee but s vvited to attend avudis computtee
tneenngs

The Board 15 1n regular contact with the Manager between
Board meetings

Relations with Shareholders

The Company welcomes the views of shareholders and places
great 1mportance on commuimucation with 1ts shareholders
Shareholders have the opportunity to meet the Board at the
Annual General Meeting All shareholders are welcome to
attend the meeting and to ask questions of the directors The
Board 1s also happy to respond to any written queries made by
shareholders during the course of the year All commumcation
from shareholders 1s recorded and reviewed by the Board to
ensure that shareholder enquiries are promptly and adequately
resclved The Companys sentor independent director,
Christopher Moorsom, 1s available to shareholders who have
concerns that other channels have failed to allay and can be
contacted through the company secretary, The City Partnership
(UK) Lumaited

The notice of the Annual General Meeting accompanites this
annual report, which 1s sent to shareholders A separate
resolution 1s proposed for each substantive ssue The Board and
representatives of the Manager are avmlable to answer any
questions shareholders may have

The Company also communicates with shareholders through
annual and half-yearly reports, which appear on the Company’s
website (http //www amatiglobal com/avct2_literature php)
and through the interim management statements The Board
as a whole approves the terms of the Chairman’s Statement and
Fund Manager’s Review which form part of these reports in
order to ensure that they present a balanced and understandable
assessment of the Company’s position

Internal Control

The Board acknowledges that 1t 1s responsible for the Company's
internal control systems and for reviewing their effectiveness In
accordance with the AIC Code and the updated Turnbull guidance
published by the Financial Reporting Council in 2005, the Board
has established an ongong process for identifying, evaluating and
managing the significant risks faced by the Company Internal
controls are designed to manage the particular needs of the
Company and the risks to which it 1s expased The internal control
systems aim to ensure the mamntenance of proper accounting
records, the rehability of the finanaial information upon which
business decisions are made and whuch 15 used for publication, and
that the assets of the Company are safeguarded They can by their
nature only provide reasonable and not absolute assurance against
material misstaternent or loss The financial controls operated by
the Board include the authorisation of the investment strategy and
regular reviews of the results and nvestment performance

The Board has delegated contractually to third parties, as set out
on page 21, the management of the investment portfoho, the
custodial services, ncluding the safeguarding of the assets, the
day-to-day accounting, company secretarial and admunstration
requirements and registration services

Each of these contracts was entered nto after full and proper
consideration by the Board of the quahty and cost of services
offered The Board receives and considers regular reports from the
Manager Ad hoc reports and information are supplied to the Board
as required It remains the role of the Board to keep under review
the terms of the management agreement with the Manager

A bi-annual review of the control systems 1s carried out which
covers consideration of the key risks i three major areas

corporate strategy and compliance with laws and regulations,
financial management and company reporting and relationships
with service providers Each nisk 1s considered with regard to the
controls exercised at Board level, reporting by service providers
and controls relied upon by the Board The company secretary
reviews the annual statutory accounts to ensure comnphance with
Companies Acts and the AIC Code and the audit commuttee
reviews financial information prior to its pubhcation The
principal features of the internal control systems which the
Company has in place 1n respect of financial reporting include
segregation of duties between the review and approval of
unguoted investment valuations and the recording of these
valuations 11 the accounting records Bank reconciliations, cash
forecasts and mvestment valuations are produced on a weekly
basis for review by the Manager Quarterly management
accounts are produced for review and approval by the Manager
and the Board
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Whistle Blowing

The Board has considered arrangements by whuch staff of the
Manager or the company secretary may, in confidence, raise
concerns within their respective organisations about possible
improprieties in matters of financial reporting or other matters
It has concluded that adequate arrangements are m place for
proportionate and independent investigation of such matters,
and where necessary, for appropriate follow-up action to be
taken within their respective organisations

Listing Rule Disclosures DTR 7.2.6

The Company has one class of share, ordinary shares, which
carry no right to fixed income Detatls of the Company’s share
capital, including the number of shares authorised and allotted
and rights attached to such shares are set out 1n the Directors’
Report on page 25 There were no shareholders with a
significant holding as at the year end and the date of this report

The Company may by ordinary resolution appoint any person
who 15 willing to act as a director, either to fill a vacancy or as
an addittonal director Each director 1s to be appointed by
separate resolution

The Company may by special resolution make amendment to
the Company’s Articles of Association

f of the Bo

N

Julian Avery
Chairman

16 Apnil 2014
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the Annual Report
and the Finanaial Statements 1n accordance with applicable law
and regulations

Company law requires the directors to prepare financal
statemnents for each financial year Under that law the directors
are required to prepare financial statements in accordance with
United Kingdom Generally Accepted Accounting Practice
{Unuted 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 for the company for that period

In preparing these financial statements, the directors are
required to

+ select swmtable accounting polictes and then apply them
consistently,

« make judgements and accounting estimates that are
reasonable and prudent,

+ state whether they have been prepared in accordance with
applicable UK accounting standards, subject to any materal
departures disclosed and explained in the financial
statements,

+ prepare the financial statements on the going concern basis
unless 1t 1s inapprepriate to presume that the company wll
continue in busimess,

* Prepare a Strategic Report, a Directors’ Report and
Directors’ Remuneration Report which comply with the
requirements of the Companies Act 2006

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 tune
the financial position of the company and enable them to
ensure that the financial statements comply with the Companies
Act 2006 They are also responsible for safeguarding the assets
of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other 1rregularities

Website publication

The directors are responsible for ensuring the annual reportand
the financial staterments are made available on a website
Financial statements are published on the Company’s website
n accordance with legislation in the United Kingdom governing
the preparation and dissermnation of financial statements,
which may vary fiom legislation 1n other jurisdictions The
maintenance and integrity of the company’s website 15 the
responsibility of the directors The directors’ responsibility also
extends to the ongoing integrity of the financial statements
contammed therein

Directors’ responsibilities pursuant to DTR4
The directors confirm to the best of their knowledge

»  The financial statements which have been prepared in
accordance with UK Generally Accepted Accounting
Practice give a true and fair view of the assets, habilities,
financial position and profit of the company

+ Theannual report includes a fair review of the development
and performance of the business and the financial position
of the company, together with a description or the principal
risks and uncertainties that they face
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DIRECTORS' REMUNERATION REPORT

Introduction

The Board has prepared this report 1n accordance with the
requirements of the Companies Act 2006 and The Large and
Medium-sized Compames and Groups (Accounts and Reports)
(Amendment) Regulations 2013 {the “Regulations”) Ordinary
resolutions for the approval of the Directors’ Remuneration
Policy and the Directors’ Annual Report on Remuneration will
be put to members at the forthcoming Annual General Meeting

The Company’s auditor’s, BDO LLF, are requuired to give their
opinion on certain information included 1n this report The
disclosures which have been audited are indicated as such The
auditor’s opinion on these and other matters 1s included 1n the
Independent Auditor’s Report on pages 36 to 38

Annual Statement from the Chairman of the Company

There have been no changes to directors’ remuneration tn the
year to 31 January 2014, the directors’ fees have been unchanged
since November 2011 Directors’ fees are reviewed annually and
are set by the Board to attract individuals with the appropnate
range of skills and experience In determining the level of fees
their duties and responsibilities are considered, together with
the level of time commtment required 1n preparing for and
attending meetings The Company has not appoimnted a
remuneration commuttee and any decisions on remuneration
are taken by the Board as a whole The remut of the Board
regarding remuneration s included in the Statement of
Corporate Governance which 1s set out on page 30

Directors’ Remuneration Policy

The Board’s policy 1s that the remuneration of directors should
reflect the experience of the Board as a whole, be fair and
comparable with that of other companies that are simular in size
and nature to the Company and have similar objectives and
structures Furthermore, the level of remuneration should be
sufficient to attract and retain the directors requured to oversee
effectively the Company and to reflect the speafic
circumstances of the Company, the duttes and responsibilities
of the directors and the value and amount of time commutted
to the Company’s affairs 1t 1s the intention of the Board that,
unless any revision to this policy 1s deemed necessary, this pohcy
will continue to apply 1n the forthcoming and subsequent
financial years The Board has not received any views from the
Company’s shareholders 1n respect of the levels of directors’
remuneration

The fees for the directors are set within maximum lmits
determined from time to time by the Company 1n general
meeting At present, the maximum aggregate remuneration 1§
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as contained 1n the Company’s Articles, which Limut the fees
payable to the directors to £90,000 per annum in aggregate The
directors are not eligible for bonuses, pension benefits, share
options, long-term incentive schemes or other benefits No
arrangements have been entered into between the Company
and the directors to entstle any of the directors to compensation
for loss of office

Assuming this policy 15 approved by the members at the
forthcoming AGM, 1t 1s intended that this policy will continue
for the year ending 31 January 2015 and subsequent years In
accordance with the Regulations, a binding ordinary resolution
to approve the Directors’ Remuneration Policy will be put to
shareholders at least once every three years

Directors’ Annual Report on Remuneration
Terms of appointment

No director has a contract of service with the Company All of
the directors have been provided with letters of appointment
whuch include detauls of fees payable The letters of appointment
provide that directors are appointed for a period of up to three
years and are subject to re-election by shareholders at the first
annual general meeting after their appointment Thereafter they
must retire at intervals of no more than three years In
accordance with corporate governance best practice, the Board
have resolved that all directors will stand for annual re-election

Their re-election 1s subject to shareholder approval The letters
of appaintment are available for inspection on request from the
company secretary Any director who has served on the Board
for more than mne years will submit themselves for re-election
annually There 15 no period of notice to be given to termmnate
the letters of appointment and no provision for compensation
upon early termunation of appointment

The following table shows, for each director, the onginal
appointment date and the annual general meeting (AGM) at
which they may stand for re-election

Date of original Due date
Diroctor appointment tor re-slection

8 November 2011 2014 AGM
22 February 2006 2014 AGM
8 November 2011 2014 AGM
12 June 2003 2014 AGM

Julian Avery

Mike Killingley
Christopher Macdonald
Christopher Moorsom




Directors’ fees for the year (Audited)

The fees payable to indwidual directors i respect of the year
ended 31 January 2014 are shown 1n the table below

Total fee tor Tatsl fes for

year snded year onded

31 January 2014 31 January 2013

Director £ 4
Julian Avery 22,000 22,000
Mike Killingley 17,500 17,500
Christopher Macdonald 15,000 15,000
Christopher Moorsom 15,000 15,000
69,500 69,500

No taxable benefits were paid to the directors, no pension
related benefits were paid to the directors and no money or
other assets were recerved or receivable by the directors for the
relevant financial year No payments were made to past directors
or any payments made for loss of office

Relative importance of spend on pay

The table below shows the remuneration paid to directors and
shareholder distributions in the year to 31 January 2014 and the
prior year

2014 2013 Percentage
£ € increase

Total dividend paid
to shareholders 1,725,989 1,559,966 10 6%
Total directors’ fees 69,500 69,500 0 0%

Directors’ shareholdings (Audited)

The directors who held office during the year and their interests
n the shares of the Company {including beneficial and family
interests) were

A January 2014 31 January 2013

% of issued % of lssued

Shares held  share capital Shares held share capial
Julian Avery 76,853 028 63752  02f
Mike Killingley 45,271 016 36,151
Christopher
Macdonald 36,529 013 27,409 010
Chnistopher
Moorsom 37,680 014 37,680 014

On 18 March 2014 Julian Avery bought 5,773 shares and
Christopher Macdonald bought 11,547 shares under the Top
Up Offer at a price of 13509p per share The Company
confirms that 1t has not set out any formal requirements or
guidelines for a director to own shares in the Company

0 13

Company Performance

The Board 15 responsible for the Company’s investment strategy
and performance, atthough the management of the Company’s
investment portfolio 1s delegated to the Manager through the
management agreement The graph below compares the
Company’s share price with dividends added back at the ex-
dividend date to the FTSE AIM All-Share Total Return Index
for the period from the launch of the Company This index was
chosen for comparison purposes, as it 1s the benchmark used
for investment performance measurement purposes
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At the last AGM held on 18 June 2013, 87 3% of shareholders
voted for, 12 7% voted against and 43,797 shares were withheld
in respect of the resolution approving the Directors’
remuneration report {including the remuneration policy) An
ordinary resolution for the approval of the Directors’ Annual
Report on Remuneration will be put to shareholders at the
forthcoming AGM

of the Boar

N R

Julian Avery
Chatrman

16 April 2014
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INDEPENDENT AUDITOR'S REPORT

to the Members of Amat VCT 2 ple

We have audited the financial statements of Amat VCT 2 ple
(the “company™} for the year ended 31 January 2014 which
comprise the income statement, the reconciliation of
movements tn shareholders’ funds, the balance sheet, the cash
flow statement and the related notes The financial reporting
framework that has been applied 1n their preparation 1s
apphcable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice)

Opinion on financial statements
In our opinion the financial statements

+ gweatrue and fair view of the state of the company's affaurs
as at 31 January 2014 and of 1ts profit for the year then
ended,

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

+  have been prepared in accordance with the requirements of
the Compames Act 2006

Our assessment of risks of material misstatement
and our audit approach to these risks

We dentified the following risks that we believe have had the
greatest impact on our audit strategy and scope

The assessment of the carrying value of
investments, particularly unquoted investments

This 15 a key accounting estimate where there 15 an inherent risk
of management override ansing from the investment valuations
being prepared by the Investment Manager, who 1s remunerated
based on the net asset value of the funds, derived using those
valuations

We challenged the assumptions inherent in the valuation of
unquoted investments, and we assessed the impact of the
estimation uncertainty concerning these assumptions and the
disclosure of these uncertainties in the financial statements Qur
audit procedures included reviewing the historieal finanaial
statements and recent management information available for
the unquoted investments used to support assumptions about
maintainable earnings used 1n the valuations and considering
the multiples applied by reference to independent market data
in arniving at the valuations adopted Where alternative
assumptions could reasonably be applied, we developed our
own point estumates and considered the overall impact of such
sensitisations on the portfolio of mvestments in determining
whether the valuations as a whole are reasonable and unbiased
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We considered wider economic and commercial factors that, in
our judgement, could mmpact on the recoverability and
valuation of the loan investments, and we considered whether
there was any permanent diminution 1n value in mvestments
held, that should be reported as realised losses

We also considered the controls over the pricing of quoted
investments and tested the pricing of quoted investments to
independent sources We challenged the appropnateness of the
use of the quoted bid price by reviewing the hquidity of the
market for a sample of investments held

Revenue recognition

Revenue, which consists of dividends recewvable from investee
companies and interest earned on loans to investee companies
and other finanaial assets, 1s considered to be a significant nisk
as 1t 15 one of the key drivers of dividend returns to investors

We considered the controls relating to revenue recognition and
undertook testing of interest income by comparing actual
income to expectations generated using the interest rates in the
loan nstruments We also tested dividends receivable by
reference to expectations set from independent published data
on dividends declared by the investee comparues held in the
reporting period We sample tested the categorisation of
dividends recerved from investee companies between revenue
and capital

The Audit Commuttee’s consideration of these matters 1s set out
on pages 29 to 30

Purpose of this report

Thus report 1s made solely to the company’s members, as a body,
n accordance with Chapter 3 of Part 16 of the Compames 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 1n 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 opimons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the statement of directors’
responsibilities, the directors are responsible for the preparation
of the financial statements and for being sansfied that they give
a true and fair view Our 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
Financial Reporting Counail’s (“FRC’s”) Ethical Standards for
Auditors

Scope of the audit of the financia! statements

A description of the scope of an audit of financial statements
15 provided on the FRC’s website at
www fre org uk/auditscopeukprivate

Our application of materrality

We apply the concept of materiahity both 1n planning and
performing our audit, and in evaluating the effect of
musstaternents on our audit and on the financial statements We
define planming materiality as the magniude by which
musstatements, including omusstons, could influence the
economic decisions of reasonable users that are taken on the
basis of the financial statements We also determine a level of
performance materiality which we use to determine the extent
of testing needed to reduce to an appropriately low level the
probability that the aggregate of uncorrected and undetected
misstatements exceeds mateniality for the finanaial statements
as a whole

We determined plannung materiality for the financial statements
as a whole to be £340,000 In determmmng this, we based our
assessment on a level of 1% of investments which reflects the
underlying level of precision withun the valuation of the
mvestment portfolio and the range of reasonably possible
alternative valuations that could be expected to apply to the
unquoted investments On the basis of our rnisk assessment,
together with our assessment of the company’s control
environment, our judgement 1s that performance materiality
for the financial statements should be 75% of planming
mateniality, namely £255,000 Our objective in adopting this
approach 1s to ensure that total detected and undetected audit
differences do not exceed our planning materiality of £340,000
for the financial statements as a whole

International Standards on Auditing (UK & Ireland) also allow
the auditor to set a lower materiality for particular classes of
transaction, balances or disclosures for which misstatements of
lesser amounts than materiahity for the financial statements as
a whole could reasonably be expected to influence the economc
decisions of users taken on the basis of the financial statements

In this context, we set a lower level of materiality to apply to
those classes of transactions and balances which umpact on the
costs and the net revenue returns of the company We
determined mateniality for this area to be £85,000

We agreed with the Audit Commnttee that we would report to
the Commuttee all audit chfferences in excess of £7,000, as well
as differences below that threshold that, 1n our view, warranted
reporting on qualitative grounds

Opinion on other matters prescribed by the
Companies Act 2006

In our opimon

* the part of the directors’ remuneration report to be audited
has been properly prepared in accerdance with the
Companies Act 2006,

» the information given in the strategic report and directors’
report for the financial period for which the financial
statements are prepared 15 consistent with the financial
statements, and

+ the information given tn the Corporate Governance
Statement set out on pages 28 to 32 of the annual report
with respect to internal control and risk management
systems 1n relation to financial reporting processes and
about share capital structures 1s consistent with the financial
staternents.

Matters on which we are required to report by
exception

Under the ISAs (UK and Ireland), we are requuired to report to
you if, in our opimion, informauon 1n the annual report s

+ materially inconsistent with the information in the audited
financial statements, or

+ apparently materally incorrect based on, or materally
nconsistent with, our knowledge of the company acquired
in the course of performing our audit, or

* 15 otherwise musleading

In particular, we are required to consider whether we have
dentfied any inconsistencies between our knowledge acquired
during the audit and the directors’ statement that they consider
the annual report 1s fair, balanced and understandable and
whether the annual report appropriately discloses those matters
that we communicated te the Audit Commuttee which we
canstder should have been disclosed

Under the Companies Act 2006 we are required to report to you
if, . our opimion

+ adequate accounting records have not been kept, or returns
adequate for our audit have not been received from
branches not visited by us, or
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INDEPENDENT AUDITOR'S REPORT
Continued

the financial statements and the part of the directors’
remuneration report to be audited are not 1n agreement with
the accounting records and returns, or

certan disclosures of directors’ remuneration specified by
law are not made, ot

we have not recerved all the information and explanations
we requure for our audi, or

a Corporate Governance Statement has not been prepared
by the Company

Under the Listing Rules we are required to review,

the directors’ statement, set out on pages 25 and 26, 1n
relation to gotng concern, and

the part of the corporate governance statement relating to
the Company’s compliance with the nine provisions of the
UK Corporate Governance Code specified for our review

We have nothing to report i respect of these matters

cr P

Rhodri Whitlock (semor statutory auditor)
For and on behalf of BDO LLP, statutory auditor
London

United Kingdom

16 April 2014

BDO LLE 15 a hmited hiabihity partnershup registered in England
and Wales (with registered number QC305127)
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INCOME STATEMENT

for the year ended 31 January 2014

2014 2014 2014 2M3 2013 2013
Rovenue Caphal Total Revenue Capfhtal Total
Note £000 £ 000 £ 000 £ 000 £ 000 £ Q00
Return on investments [ - 7.978 7,978 - 2,514 2,514 |
income 2 431 219 650 382 - 382
Investment management fees 3 (144) (1,853) (1,999) (127} (382) (509}
Other expenses 5 (282) - (282) (277} - (277)
Profit/(loss) on ordinary
activities before taxation 5 6,342 6,347 (22} 2,132 2,110 \
Taxation on ordinary activities 6 - - - (1) - (n
Profit/(loss) on ordinary
activities after taxation 5 6,342 6,347 (23} 2,132 2,109
Basic and diluted return/(loss}
per Ordinary share 8 002p 23 00p 2302p (008)p 771lp 7 63p

The total column 1s the profit and loss account of the Company, with the revenue and capital columns representing supplementary
information under the Statement of Recommended Practice, ‘Financial Statements of Investment Trust Companies and Venture

Caputal Trusts’ (“SORP”) revised in January 2009

All the items above denive from continuing operations of the Company There were no other recogmised gains or losses in the year

The only difference between the reported return on ordinary activities before tax and the historical profit 1s due to the fair value
movement on investments As a result a note on hustorical cost profit and loss has not been prepared

The notes on pages 43 to 55 form part of these financial statements
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RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

for the year ended 31 January 2014

2014 2013

Note £000 £000

Opemng shareholders’ funds 29,106 28,680

Profit for the year 6,347 2,109

Issue of shares 14 2,610 2,513
Share buybacks 14 (1,690) (2,572)
Share 1ssue costs 14 (132} (64)
Dividends paid 7 (1,726} (1,560)

Closing shareholders’ funds 34,515 29,106
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BALANCE SHEET

as at 31 January 2014

2014 203
Note £000 £'000
Fixed assets
Investments held at fair value ° 32,103 29,134
Current assets
Debtors 10 1,148 98
Cash at bank 2,929 99
Total current assets 4,075 157
Current habilihes
Creditors amounts falling due within one year " (392} (225)
Provisions for liabilities and charges
Performance fee provision 12 (1,271} -
Net current assets/(Liabilities) 2,412 (28)
Total assets less current liabilities 34,515 29,106
Capital and reserves
Called up share capital* 13 1,395 1,364
Share premuium account* 14 5,139 2,771
Merger reserve™ 14 1,322 1,956
Special reserve 14 23,029 26,445
Caprtal redemption reserve* 14 239 160
Caputal reserve# 12 3,507 (3,469)
Revenue reserve 14 (116) (121)
Equuty shareholders’ funds 34,515 29,106
Net asset value per share 15 123 74p 106 66p

* These reserves are not distributable
# These reserves are not wholly distributable (see note 14)

The financial statements on pages 39 to 55 were approved and authorised for 1ssue by the Board of directors on 16 April 2014 and

were signed on 1ts behalf by

-

Julian Avery
Chairman

Company Number 04138683

The accompanying notes on pages 43 to 55 are an integral part of the balance sheet
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CASH FLOW STATEMENT

for the year ended 31 January 2014

2014 2013

Note £ 000 £'000
Operating activities
Investment income recewved 655 358
Deposit interest recetved 2 -
Other interest received - 5
Investment management fees (546) (504)
Other operating costs (280) (238)
Merger costs of the Company - (6)
Net cash outflow from operating activities 17 (169) (385)
Taxation
[axation pad - (1}
Financial investment
Purchases of investments (8,435) (7,027)
Disposals of investments 12,860 8,018
Net cash inflow from financial investment 4,425 991
Dividends
Payment of dinidends (1,726} (1,560}
Net cash inflow/(outflow) before financing 2,530 (955)
Financing
Refund of merger costs relating to asset acquisition 19 .
Merger costs relating to asset acquisition - )]
Issue of shares 2,077 2,442
Expenses of the issue of shares (1086) (20)
Share buybacks (1,690) (2,693)
Net cash inflow/(outflow} from financing 300 (278)
Increase/(decrease) in cash 2,830 (1,233)
Reconciliation of net cash flow to movement in net cash
Net cash at 1 February 99 1,332
Net cash at 31 January 2,929 99
Increase/(decrease) 1n cash during the year 2,830 (1,233)

The accompanying notes on pages 43 to 55 are an tegral part of the statement
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NOTES TO THE FINANCIAL STATEMENTS

Accounting Policies
Basis of Accounting

The financial statements have been prepared under the historical cost convention, modsfied to include a revaluation of fixed
asset investments, and in accordance with apphcable Accounting Standards and law in the Untted Kingdom and with the
Statement of Recommended Practice, “Financial Statements of Investment Trust Comparues and Venture Capital Trusts”
(“SORP”) revised 11 January 2009

Income

Dividends on quoted shares are recogmsed as income on the date that the related investments are marked ex dividend and,
where no dividend date 15 quoted, when the Company’s night to recerve payment 1s established

Fixed returns on non-equity shares and debt securities are recogrised on a time apportionment basis so as to reflect the
cffective yield, provided there 15 no reasonable doubt that payment will be recewved in due course Interest recervable 1s
included m the accounts on an accruals basis

Expenses

All expenses are accounted for on an accruals basis [n respect of the analysis between revenue and capital items presented
within the income statement, all expenses have been prescribed as revenue 1items except as follows

+  Expenses are spht and presented partly as capital 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 1s currently allocated
25% to revenue and 75% to capttal, which reflects the directors’ expected long-term view of the nature of the investment
returns of the Company

+  Performance fees are paid 100% from caputal

Issue Costs

Issue costs in respect of ordinary shares 1ssued by the Company are deducted from the share premium account

Taxation

Deferred taxation 1s recogmised 1n respect of all tuning differences that have originated but not reversed at the balance sheet
date Deferred tax assets are only recognised when they arise from timung differences where recovery in the foreseeable future
15 regarded as more hkely than not Timing differences are differences arising between the Company’s taxable profits and its
results as stated 1n the financial statements which are capable of reversal in one or more subsequent periods Deferred tax 1s
not discounted

Current tax 15 expected tax payable on the taxable income for the period, using tax rates enacted or substantively enacted at
the balance sheet date and any adjustment to tax payable in respect of previous years The tax effect of different items of
expenditure 15 allocated between revenue and capital on the same basis as a particular item to which it relates, using the
Company’s effective rate of tax, as applied to those 1tems allocated to revenue, for the accounting period

Investments

Investments are designated on mitial recogmition as Fair Value through Profit and Loss and are measured at subsequent
reporting dates at fair value

Garns and losses arising from changes in fair value are considered to be realised to the extent that they are readily convertible
to cash in full at the balance sheet date
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NOTES TO THE FINANCIAL STATEMENTS
Continued

1 Accounting Policies (continued)

Those venture capital investments that may be termed asscciated undertakings are carried at fair value as determined by the
directors in accordance with the Company’s normal policy as these investments are held as part of the Company’s portfolio
with a view to the ultimate realisatton of capital gains Carrying mmvestments at fair value 1s specifically permurtted under
Financial Reporting Standard 9 “Associates and Joint Ventures”, where venture capital entities hold investments as part of a
portfolio

In respect of investments that are traded on AIM or ISDX, these are generally valued at bid prices at close of business on the
Balance sheet date, in accordance with FRS 26 Investments traded on SETS (London Stock Exchange’s electronic trading
service) are valued at closing price as this 1s considered to be a more accurate indication of fair value

Unquoted 1nvestments are shown at fair value as assessed by the directors in accordance with International Private Equity
Venture Capital Valuation (“IPEV”) guidelines Valuations of unquoted investments are reviewed quarterly

+  the shares may be valued by using the most appropriate methodology recommended by the I[PEV guidelines, including
earnings multiples, net assets, discounted cashflows and industry valuation benchmarks

» alternatively where a value 15 indicated by a material arms-length transaction by a third party in the shares of the company
the valuation will normally be based on this

Convertible loan stock instruments are valued using a discounted cash flow calculation of the underlying host loan nstrument
and by valung the opuion at fair value using an appropriate option valuation model

Realised and unrealised surpluses or deficits on the disposal of investments, the revaluation of investments and permanent
impairments in the value of investments are taken to the capital reserve

Financial Instruments

The Company classifies financial instruments, or their component parts, on tnitital recognition as a financial asset, a financial
liabiity or an equity instrument n accordance with the substance of the contractual arrangement Finanaal wnstruments
are recogrused on trade date when the Company becomes a party to the contractual provisions of the instrument Financial
nstruments are recognised tinially at fair value plus, in the case of a finanaial instrument not at fair value through profit
and loss, transaction costs that are directly attributable to the acquisition or 1ssue of the financial instrument

Financial instruments are derecogmised on the trade date when the Company 1s no longer a party to the contractual provisions
of the instrument

Foreign Currency

Foreign currency assets and habilintes are transtated mto sterling at the exchange rates ruling at the balance sheet date
Transactions during the year are converted into sterling at the rates ruling at the time the transactions are executed All
exchange differences are reflected 1n the income statement

Trade Creditors

Trade creditors are stated at their original tnvoiced value, as the difference that would be recognised from discounting future
cash payments over the short payment period 1s not considered to be maternal

Share Based Payments

In accordance with FRS20 Share Based Payments, an expense 1s recogmised 1n the financal statements relating to the fair
value of the share options awarded to Singer & Friedlander Investment Management Lumited under the arrangements agreed
on the merger of the Company with Singer & Friedlander AIM and Singer & Friedlander AIM 2 VCT as at 22 February 2006
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The fair value of the option 15 deterrined at the date of grant using a Black-Scholes pricing model and 1s expensed on a
straight-line basis over the vesting period based on the Company’s estimate of shares that will eventually vest Further details
of which are set out 1n note 4 Any deemed provision 1s transferred to a share options reserve

Income
Year to Year to
31 January 31 January
2014 2013
£000 £000

Income

Dividends from UK companies* 486 264
Dividends from overseas companies 28 57
UK loan stock interest 106 61
Other income 28 -
Interest from deposits 2 -
650 382

* Includes a dividend received from Antenova Limited deemed to be capital in nature

Investment Management Fees

The Manager provides investment management and secretarial services to the Company under an mvestment management
agreement Details of this agreement are given on page 21

Under this agreement the Manager receives a fee of 1 75% of the net asset value of the Company i arrears

Investment management fees for the year were as follows

Year to Year to

31 Januery 31 Januery

2014 2013

£'000 £000

Due to the Manager by the Company at 1 February 127 122

Management fee charged to revenue and capital for the year 576 509

Performance fee charged to capital for the year 1,423 -
Fees paid to the Manager during the year {546} (504)

Due to the Manager by the Company at 31 January 1,580 127

The Manager also receives a secretanial and admimstration fee of £72,789 (subject to an annual increase in line with the retail
prices index) annually 1n arrears

The Manager 15 entitled to a performance fee of 20% of returns 1n a relevant period 1n excess of a muumum threshold of
NAV plus dividends paid of 121 76p per share In addition, returns are subject to a hurdle rate test of 8% simple interest for
each pool of money raised and a performance fee 15 only payable where returns are sustained for a pertod of at least six
months A performance fee of £152,000 1s payable 1n respect of the year ended 31 January 2014 (31 January 2013 £ml) and
a provision of £1,271,000 has been made for a performance fee which will become payable on 31 July 2014 if returns are
sustained 1n this six month period

Annual runming costs are capped at 3 5% of the Company’s net assets, any excess being met by the Manager by way of a
reduction 1n future management fees The annual running costs include the directors’ and Manager’s fees, professional fees
and the costs incurred by the Company in the ordinary course of its business {but excluding any commussions paid by the
Company 1 relation to any offers for subscription, any performance fee payable to the Manager, irrecoverable VAT and
exceptional costs, including winding-up costs)
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Singer & Friedlander’s Option

In accordance with the arrangements agreed on the merger of the Company with Singer & Friedlander AIM VCT and Singer
& Friedlander AIM2 VCT, Singer & Friedlander Investment Management Limited were granted an option which provides
that if by the date of payment of the final dividend in respect of the ordinary shares for the Company’s accounting year
ending 31 January 2013 cumnulative dividends declared and paid on each ordinary share (by reference to a record date after
the merger) exceed a return of 8% (compeounded annually) of the net asset value per ordinary share they will be entitled to
subscribe at par for such number of additional ordinary shares as shall in aggregate be equal to 15% of ordinary shares n
the Company as enlarged by such subscriptions If this target dividend rate will have been achieved by the payment of
dividends 1n 2014 and 2015 Singer & Friedlander Investment Management Limited will be entitled to subscribe for such
number of additional ordinary shares as shal! 1n aggregate be equal to 12 5% (2014) and 10% (2015) of ordinary shares in
the Company as enlarged by such subscriptions

The value of dividends pard since the merger to the Company’s accounting year ending 31 January 2014, adjusted to reflect
the share consclidation 1n November 2011, was 38 4p, including the proposed final dividend of 4 Op, which was insufficient
to trigger Singer & Friedlander Investment Management Limited’s entitlement to subscribe for additional shares It 1s
estimated that a further 185 1p in dividends per share would require payment by 31 January 2015 in order to exceed the
targeted return before the option lapses These figures are calculated by adjusting the starting net asset value per ordinary
share to take account of the share consolidation in November 2011 Regardless of performance over this period, the directors
would not sanction thus level of dividend within that period and, therefore, do not see any aircumstances under which the
option would crystallise and continue to value the option at mil (31 January 2013 mul)

Other Expenses
Year to Yaar 1o
M January 31 January
2014 2013
£ 000 £ 000
Directors’ remuneration 70 70
Auditor’s remuneration — audit of statutory financial statements 21 20
Admunistration and secretanal services 72 70
Other expenses 119 117
282 277

The Company has no employees other than directors

Details of directors’ remuneration are provided in the audited section of the directors’ remuneration report on pages 34 and
35

Tax on Ordinary Activities
G6a Analysis of credit for the year

Year to Year to

31 January 31 January
2014 2013
£'000 £'000

Charge for the year - 1

The income statement shows the tax credit allocated between revenue and capital
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6b Factors affecting the tax charge for the year

Yaar to Year to

H January 3 January

2014 2013

£000 £000

Profit on ordinary activities before taxation 6,347 2,110

Corporation tax at standard rate of 23 1667% (2013 24 33%) 1,470 513

Effect of

Movement 1n excess management expenses 497 178
Non-taxable dividends (119) (78}
Non-taxable gains on investrnents (1,848) (612)

Tax charge for the year {note 6a) - 1

Due to the Company’s tax status as an approved Venture Capital Trust, deferred tax has not been provided on any net capital
gains arising on the disposal of investments as such gans are not taxable

No deferred tax asset has been recognised on surplus expenses carried forward as it 1s not envisaged that any such tax wall be
recovered 1n the foreseeable future The amount of unrecogmsed deferred tax asset 15 £1,456,000 (31 January 2013
£1,181,000)

Dividends Paid

2014 2013
£000 £'000
Final dividend for the year ended 31 January 2012
of 3 13p per ordinary share paid on 17 July 2012 - 870
Interim dividend for the year ended 31 January 2013
of 2 5p per ordinary share paid on 26 October 2012 - 690
Final dividend for the year ended 31 January 2013
of 3 5p per ordinary share paid on 15 July 2013 969 -
Interim dividend for the year ended 31 January 2014
of 2 75p per ardinary share paid on 25 October 2013 757 -
1,726 1,560

Return per Share

The revenue return per share 1s based on the net profit on ordinary activities after taxation of £5,000 (31 January 2013
£23,000 loss) and on 27,572,227 (31 January 2013 27,624,086) shares, being the weighted average number of shares in issue
during the year The capital return per share 1s based ¢n the profit on ordinary activities after taxation of £6,342,000 (31
January 2013 £2,132,000 profit) and on 27,572,227 (31 January 2013 27,624,086) shares, being the weighted average number
of shares i 1ssue durmg the year The total return per share 15 based on the total net profit on ordinary activines after taxation
of £6,347,000 (31 January 2013 £2,109,000 profit) and on 27,572,227 (31 January 2013 27,624,086) shares, being the
weighted average number of shares i 1ssue during the year There 1s no dilutive effect on the return per share for outstanding
convertible securities {as explained 1n note 4) therefore considered to be no difference between the basic and diluted return
per share
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Continued
9 Investments
Tral&::la:a:l. Unquoted rover 3 Traded on
Alm Invastmants Alm** Total
t'000 t'000 000 £'000
Cost as at 1 February 2013 21,725 5,725 251 27,701
Openung unrealised appreciation/{depreciation) 4,060 68 656 4,784
Opening unreahsed loss recogrused 1n realised reserve (921) (2,430) - (3,351)
Opening valuation as at 1 February 2013 24,864 3,363 907 29,134
Movements in the year
Reclassification in year (137) 137 - -
Purchases 8,077 387 - 8,464
Sales - proceeds (12,303) (263) (907) (13,473}
Reahsed gains on sales 1,483 263 - 1,746
Unrealised gains in the year 6,548 (316) - 6,232
Valuation as at 31 January 2014 28,532 3,571 - 32,103
Cost at 31 January 2014 19,529 4,237 - 23,766
Unrealised appreciation/(depreciation) as at 31 January 2014 10,158 (68) - 10,090
Closing unrealised loss recognised in realised reserve (1,155} {598) - (1,753)
Valuation as at 31 January 2014 28,532 3,571 - 32,103
Equuty shares 28,532 688 - 29,220
Preference shares - 344 - 344
Loan stock - 2,539 - 2,539
Valuation as at 31 January 2014 28,532 3,571 - 32,103

* Refer to note 21 for defimarons

** Tikat Geoup ple, an AIM-traded company, moved from Level 1 to level 3 duning the year ended 31 January 2013 when trading was suspended pending a

merger The proceeds of this merger were received on 1 February 2013

Asat31 January 2014 a further realisation of £542,000 1n respect of quoted investments and £179,000 in respect of unquoted
investments has been made within the capital reserve in relation to investments included within bookcost at this date This

1s included within the £1,753,000 above

2014

2013

£'000 £000
Realised gains/(losses) on disposal 1,746 (494)
Unrealised gains on ivestments during the year 6,232 3,008
Net return on tnvestments 7,978 2,514

Transaction Costs

During the year the Company incurred transaction costs of £26,000 (31 January 2013 £16,000) and £31,000 (31 January
2013 £19,000} on purchases and sales of investments respectively These amounts are included ini the return on investments

as disclosed 1n the income statement
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Debtors
2014 2013
£000 r'000
Recewvable for investments sold 613 -
Share 1ssue proceeds 452 -
Other debtors 29 -
Prepayments and accrued mcome 52 98
1,146 98
Creditors: Amounts Falling due within One Year
2014 2013
T'000 £'000
Trade creditors - 27
Performance fee payable to the Manager 152 -
Other creditors 240 198
392 225
Performance Fee Provision
2014
£'000
Opeming provision at 1 February -
Performance fee provided for in year 1,271
Closing provision at 31 January 1,271

A provision of £1,271,000 has been made for a performance fee which will become payable to the Manager on 31 July 2014
if performance 15 sustained in this six month period, the amount to be paid will decrease 1n relation to any fall in the NAV

Total Return at that date

Called Up Share Capital

2014 2014 2012 2013
Ordinary shares (5p ehares) Number £000 Number £000
Allotted, 1ssued and fully pard at 1 February 27,289,574 1,364 27,643,668 1,382
[ssued during the year 2,198,145 110 2,227,623 111
Repurchase of own shares for cancellation {1,594,351) (79)  (2,581,717) (129)
At 31 January 27,893,328 1,395 27,289,574 1,364

During the year a total of 1,594,391 ordinary shares of 5p each were purchased by the Company at an average price of 105 Op

per share
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Continued
14 Reserves
Non-dlistributable reservea Distributable reserves
Capitat
Share Share Merger rademption Speclal Capital Revenus Total
capital premium reserve reserve reserve reserve# reserve Teserves
£000 £000 £'000 <000 £ 000 £000 £ 000 £ 000
At 1 February 2013 1,364 2,771 1,956 160 26,445 (3,469) (121) 29,106
Shares 1ssued 110 2,500 - - - - - 2,610
Share 155ue expenses - (132) - - - - - (132)
Repurchase of shares (79) - - 79 (1,690) - - (1,690)
Dividends pad - - - - (1,726) - - (1,726)
Transfer of merger
investment disposals - - (634} - - 634 - -
Profit for the year - - - - - 6,342 5 6,347
At 31 January 2014 1,395 5,139 1,322 239 23,029 3,507 (116) 34,515

15

16

50

# These reserves are not wholly distributable

At 31 January 2014, the capital reserve constitutes realised losses of £6,583,000 (31 January 2013 £8,254,000) and unreahised
investment holding gains of £10,090,000 (31 January 2013 £4,785,000)

Dustributable reserves comprise the special reserve, the revenue reserve and the capital reserve excluding investment holding
gains At 31 January 2014, the amount of reserves deemed distributable 1s £16,330,000 (31 January 2013 £18,070,000)

Net Asset Value per Ordinary Share

The calculation of net asset value per share at 31 January 2014 15 based on net assets of £34,515,000 {31 January 2013
£29,106,000) divided by the 27,893,328 (31 January 2013 27,289,574) shares 1n 1ssue at the year end There 1s no dlutive
effect on the net asset value per share for outstanding convertible secunities (as explained 11 note 4) thetefore there s
considered to be no difference between the basic and diluted net asset value per share

Analysis of Changes in Cash

2014

2013

£000 £'000
At 1 February 99 1,332
Increase/(decrease) in cash 2,830 (1,233)
At 31 January 2,929 99
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Reconciliation of Profit on Ordinary Activities Before Taxation to Net Cash Outflow from Operating Activities

2014 2013

£'000 £ 000
Profit on ordinary activities before taxation 6,347 2,110
Net return on investments (7,978) (2,514)
Increase/(decrease) 1n creditors, excluding corporation tax payable 1,462 {4)
Decrease in debtors 28 23
Income reinvested (28) -
Net cash outflow from operating activities (169) (385)

Significant Interests

The Company has the following sigmficant mterests (amounting to an investment of 3% or more of the equuty caputal of an
undertaking)

Nominal % held
Sportsweb com 58,688 11 4%
Unuverse Group plc 12,500,970 5 9%
Sabien Technology Group plc 1,551,426 4 9%
Paragon Entertainment Limuted 8,431,300 4 5%
Rosstyn Analytics Limuted Preference Shares 86,741 42%
Brookwell Limited Redeemable Preference Shares 205,371 3 8%
Water Intelligence plc 395,084 3 7%
TLA Worldwide plc 2,877,000 33%
MyCelx Technologies Corpeoration 154,470 32%
Antenova Limited A Preference Shares 1,275,166 31%
Antenova Limited 2,181,435 30%

Matenat Disposals of Unquoted Investments

At 31 January 2013 the Company held 1,616,786 shares 1n Lilestone Holdings Limited at a cost and value of £mil During the
year the Company fully disposed of this investment for proceeds of £263,000

Post Balance Sheet Events
The following transactions have taken place between 31 January 2014 and the date of thas report

892,088 shares were allotted raising net proceeds of £1 17m

Financial Instruments

The Company’s financial mstruments comprise equity and fixed interest investments, cash balances and liquid resources
including debtars and creditors The Company holds financial assets 1n accordance with 1ts investment policy to uvest in
qualifying investments predomunantly in AIM traded companies or companies to be traded on AIM
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21 Financial Instruments (continued)

Classification of financlal instruments
The Company held the following categories of financial instruments at 31 January

2014 2014 2013 2013
{Book value) {Fair value) (Book value) {Fair value)
£000 £ 000 £ 000 £'000
Assets at fair value through profit and loss
Investment portfoho 32,103 32,103 29,134 26,134
Assets measured at amortised cost
Recervable for investments sold 613 613 - -
Receivable for share 1ssue proceeds 452 452 - -
Accrued income and other debtors 81 81 98 98
Cash at bank 2,929 2,929 99 99
Liabihties measured at amortised cost
Accrued expenses (392) (392) (225) (225)
Total for financial instruments 35,786 35,786 29,106 29,106

Fixed asset investments (see note 9) are measured at fair value For quoted securities this 1s generally the bid price or, in the
case of SETS securities, the closing price In respect of unquoted 1nvestments, these are valued by the directors using rules
consistent with [PEV guidelines The fair value of all other financial assets and Liabilities 1s represented by their carrying
value in the balance sheet

The Company’s investing activities expose it to various types of risk that are associated with the financial instruments and
markets in which 1t invests The most important types of financial risk to which the Company 1s exposed are market risk,
crecit nisk and hquudity risk The nature and extent of the financial instruments outstanding at the balance sheet date and
the risk management policies employed by the Company are discussed below

In order to provide further information on the valuation techniques used to measure assets carried at fair value, the
measurement basis has been categorised into a “fair value erarchy” as follows

- Quoted market prices in active markets - “Level 1”

Inputs to Level | fair values are quoted prices in active markets An active market 1s one i which transactions occur with
sufficient frequency and volume to provide pricing information on an ongowng basis The Company’s investments classified
within this category are AIM traded companes, fully listed companies and ISDX traded companies

- Vatued using models with significant observable market parameters — “Level 2”

Inputs to Level 2 fair values are inputs other than quoted prices included within Level 1 that are observable for the asset,
either directly or indirectly

- Valued using models with significant unobservable market parameters — “Level 3"

Inputs to Level 3 fair values are unobservable inputs for the asset Unobservable inputs may have been used to measure fair
value to the extent that observable inputs are not available, thereby allowing for situations in which there 1s little, 1f any,
market activity for the asset at the measurement date (or market information for the inputs to any valuation models) As
such, unobservable inputs reflect the assumptions the Company considers that market participants would use in pricing the
asset The Company’s investments 1n unquoted equities, preference shares and loan stock are classified within ths category
As explained 1n note 1, unquoted investments are valued m accordance with the Internanonal Private Equty and Venture
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Capital Association (“IPEV”) guidelines Changing one or more inputs for Level 3 assets would not have a significant impact
on the valuation For example, earmings multiple calculations are used to value some unquoted equity holdings These
multiples are derived from a basket of comparable quoted companies, with appropriate discounts applied These discounts

are subjective and based on the Manager’s expertence

Financial assets at fair value
At 31 January 2014

Year endad 31 January 2014

Year ended 31 January 2013

Levet 1 Levet 3 Total Levet 1 Level 3 Total
£'000 £'000 £ 000 £ 000 £'000 £'000
Equuty shares 28,532 688 29,220 24,755 1,534 26,289
Preference shares - 344 344 109 233 342
Loan stock - 2,539 2,539 - 2,503 2,503
28,532 3,571 32,103 24,864 4,270 29,134
Level 3 financial assets at fair value
At 31 January 2014
Year snded 31 January 2014 Yoar ended 31 January 2013
Equity Prafarencs Loan Equilty Praterance Loan
shares shares stock Tota! shares shares stock Totai
2000 £ 000 £'000 £000 £'000 £ 000 £000 £000
Opening balance
at 1 February 2013 1,534 233 2,503 4,270 1,081 100 1,229 2,410
Transfers to/(from}
Level 3 (see details below}) - 137 - 137 708 - - 708
Purchases 122 265 - 387 310 - 1,461 1,771
Disposal proceeds (1,170) - - (1,170} (842) - - (842)
Total net gains/(losses)
recogmsed 1n the
mcome statement 202 (291) 36 (53) 277 133 (187} 223
Closing balance at
31 January 2014 688 344 2,539 3,571 1,534 233 2,503 4,279

During the year Brookwell moved from Level 1 to Level 3 when the Company was delisted on approval of a voluntary winding
up n order to achieve a managed realisation of remawning assets

Market Risk

Market risk arises from uncertainty about the future prices of financial tnstruments held in accordance with the Company’s
mvestment objectives It represents the potenttal foss that the Company might suffer through holding pesitions in the face
of market investments

The Company’s strategy on the management of investment risk 1s driven by the Company’s investment objective as outlined
on page 19 The management of market risk 1s part of the investment management process The Board seeks to mitigate the
internal risks by setting policy, regular reviews of performance, enforcement of contractual obhigations and monitoring
progress and comphance with an awareness of the effects of adverse price movements through detalled and continuing
analysis, with an objective of maxirmsing overall returns to shareholders Investments 1n unquoted stocks and AIM traded
companies, by their nature, involve a higher degree of risk than investments in the main market
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Market Risk (continued)

Some of that risk can be mitigated by diversifying the portfolio across business sectors and asset classes The Company’s
overall market positions are monitored by the Board on a quarterly basis

Detatls of the Company’s unvestments at the balance sheet date are disclosed in the Investment Portfolio on pages 10to 12

As at 31 January 2014 88 9% (31 January 2013 88 5%} of the Company's investments are traded on AIM or fully listed A
10% increase 11 stock prices as at 31 January 2014 would have increased the net assets attributable to the Company’s
shareholders and the total profit for the year by £2,853,000 (31 January 2013 £2,577,000}, an equal change in the opposite
direction would have decreased the net assets attributable to the Company’s shareholders and the total profit for the year by
an equal amount

As at 31 January 2014 11 1% (31 January 2013 11 5%) of the Company’s investments are in unquoted companies held at
fair value A 10% increase in the valuations of unquoted investments at 31 January 2014 would have increased the net assets
attributable to the Company’s shareholders and the total profit for the year by £357,000 (31 January 2013 £336,000), an
equal change 1n the opposite direction would have decreased the net assets attributable to the Company’s shareholders and
the total profit for the year by an equal amount

Interest Rate Risk
Fixed rate

Five of the Company’s financial assets are mterest bearing at a fixed rate As a result, the Company 1s subject to exposure to
fair value mnterest rate risk due to fluctuations in the prevailing levels of market interest rates, however the impact of a
reasonable movement 1n interest rates would not be sigmficant to the net assets and profit for the year

The total current market value of these stocks 15 £2,539,000 (31 January 2013 £2,503,000), the weighted average interest rate
15 7 0% (31 January 2013 9 4%) and the average period to maturity 1s 2 99 years

Details of the Company’s investments at the balance sheet date are provided on pages 10 10 12

Credit Risk

Credit risk 1s the risk that the counterparty to a financial instrument will fail to discharge an obligation or commuitment that
1t has entered nto with the Company The carrying amount of financial assets best represents the maximum credit risk
exposure at the balance sheet date At 31 January 2014, the financial assets exposed to credit nisk, representing convertible
loan stock mstruments, amounts due from brokers, accrued income and cash amounted to £6,573,000 (31 January 2013
£2,658,000) The convertible loans in China Food Company plc and Sorbic International plc are secured over the buldings
and land use rights of the comparnies

Credit rnisk on the unquoted loan stock held within unlisted 1nvestments ts also considered to be part of market risk as the
value of the loan stock is nfluenced 1n part by the price of the underlying equity

The loan stock investments wn the table below are considered past due, but not indvidnally impaired, because 1t 1s believed
that the loan 1s fully recoverable

0-6 Total 0-6 Total

Months 2014 Months 2013

£'000 £'000 £'000 £'000

Loan stock past due 206 906 328 328

Interest of £38,000 was due to the Company at 31 January 2014 from Polyhedra Group plc, however this was recerved on 12
February 2014

Credit nisk arising on transactions with brokers relates to transactions awaiting settlement Rusk relating to unsettled
transactions 1s considered to be small due to the short settlement pertod involved, the high credit quality of the brokers used
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and the fact that almost all transactions are on a ‘delivery versus payment’ basis The Manager monitors the quality of service
provided by the brokers used to further mitigate this risk

All the assets of the Company which are traded on AIM are held by Bank of New York Nonunees, the Company’s custodian
Bankruptcy or insolvency of the custodian may cause the Company’s rights with respect to securities held by the custodian
to be delayed or limited

At 31 January 2014, cash held by the Company was held by The Bank of New York and UBS Bankruptcy or msolvency of
the institutions may cause the Company’s rights with respect to the cash held by 1t to be delayed or limited Should the credit
quality or the financial position of the institutions deteriorate significantly the Company has the abiity to move the cash at
short notice

There were no sigmificant concentrations of credit risk to counterparties at 31 January 2014 or 31 January 2013

Liquidity Risk

The Company’s financial instruments include investments m unhisted equity investments which are not traded in an orgarused
public market and which generally may be iliquid As a result, the Company may not be able to hquidate quickly some of
1ts investments 1n these instruments at an amount close to therr fair value 1n order to meet 1ts hquidity requirements, or to
respond to specific events such as detertoration 1n the creditworthiness of any particular 1ssuer The proportion of the
portfolio invested 1 unlisted equuty investments 1s not considered sigmificant given the amount of investments 1n readily
realisable securities

The Company’s iquadity risk 1s managed on an ongowng basis by the Manager in accordance with policies and procedures
1n place as described in the Strategic Report on page 23 The Company’s overall hiquidity risks are monitored on a quarterly
basis by the Board

The Company maintains suffictent investments 1n cash and readily realisable securittes to pay accounts payable and accrued
expenses At 31 January 2014, these mvestments were valued at £7,732,000 (31 January 2013 £4,280,000) The directors
consider that frequently traded AIM investments with a market capitalisation of greater than £200m represent readily
realisable securities

Capital Management Policies and Procedures

The Company’s capital management objectives are,

* toensure that it will be able to continue as a going concern,

* tosausfy the relevant HMRC requirements, and

*  to maximse the income and capital return to its shareholders

As a VCT, the Company must have, within 3 years of raising its capital, at least 70% by value of its investments in VCT
qualifying holdings, which are relatively high risk UK smaller compames In satisfymg this requirement, the Company’s
capital management scope 1s restricted The Company does have the option of maintaining or adjusting 1ts capatal structure
by varying dividends, returning capital to shareholders, 1ssuing new shares or selling assets to mantain a certain level of
Liqudity There has been no change in the objectives, policies or processes for managing capital from the previous year

The Board, with the assistance of the Manager, monitors and reviews the broad structure of the Company’s capital on an
ongoing basis This review includes

+ the need to buy back equity shares for cancellation, which takes account of the difference between the net asset value per
share and the share price {1¢ the premum or discount),

« the need for new 1ssues of shares, and

+  the extent to which revenue 1n excess of that which 1s to be distributed should be retained
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NOTICE OF ANNUAL GENERAL MEETING

Notice 15 hereby given that the Annual General Meeting of
Aman VCT 2 plc (the “Company”) will be held on Thursday 26
June 2014 at Milton Court Theatre, Guildhall School of Music
& Drama, Silk Street, Barbican, London EC2Y 8DT at 10 15am
(the “Meening”) for the transaction of the following business

Ordinary Business

To consider, and if thought fit, to pass the following Resolutions
1 to 10 as Ordinary Resolutions of the Company

Ordinary Resolutions

1 To recerve and adopt the Directors’ Report and financial
statements of the Company for the financial year ended
31 January 2014 together with the Independent Auditor’s
Report thereon

2 To approve the Directors’ Remuneration Policy

3 To approve the Directors’ Annual Report on
Remuneration for the finanaal year ended 31 January
2014

4  Toapprove a finat dividend of 4p per share payable on 25
July 2014 to shareholders on the register at 4 july 2014

5  Tore-appownt BDO LLP of 55 Baker Street, London W1U
7EU as auditor of the Company from the conclusion of
the Meeting until the conclusion of the next annual
general meeting of the Company to be held in 2015 at
which financial statements are laid before the Company

6 To authorise the directors te fix the remuneration of the
auditor

7 Tore-elect Julian Avery as a director of the Company
8  Tore-elect Mike Killingley as a director of the Company

¢ To re-elect Christopher Macdonald as a director of the
Company

10  To re-elect Christopher Moorsom, as a director of the
Company
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Special Business

To consider, and if thought fit, to pass the following Resolutions
as Special Resolutions of the Company

Special Resolutions

11  To approve the new Articles of Association of the
Company to extend the hfe of the Company to 2020

12 THAT in substitution for any existing authorities, the
directors be and hereby are empowered pursuant to
sections 570 and 573 of the 2006 Act to allot or make
offers or agreements to allot equuty secunties (which
expression shall have the meaning subscribed to 1t in
section 560 of the 2006 Act) for cash pursuant to the
authority given 1n accordance with section 551 of the 2006
Act by the resolution passed at the general meeting on 7
March 2013 as if section 561(1) of the 2006 Act did not
apply to any such allotment, up to an aggregate nominal
amount of £1,250,000 The authority hereby conferred
shall (unless previously renewed or revoked) by this
resolution shall expire on the earlier of the date of the
annual general meeting of the Company to be held in
2015 and the date which 1s 15 months after the date on
which this resolution 1s passed

13 THAT, wn substitution for existing authorities, the
Company be and 15 hereby empowered to make one ot
more market purchases within the meaning of Section
701 of CA 2006, of the Ordinary Shares (either for
cancellation or for the retention of treasury shares for
future re-1ssue or transfer) provided that

(1) the maximum aggregate number of Ordinary
Shares authonsed to be purchased 1s such number
thereof being 14 99% of the 1ssued ordinary share
caputal of the Company as at the date of this
resolution,

(i) the mimmum price which may be paid per
Ordinary Share 1s 5p per share, the norminal amount
thereof,

(1) the maximum price {exclusive of expenses) which
may be pard per Ordinary Share 1s an amount equal
to 105% of the average of the middle market
quotation of such Ordinary Share taken from the
London Stock Exchange daily official List for the five
business days immediately preceding the day on
which such Ordinary Share 1s to be purchased,




{(iv) the authority hereby conferred shall expire on the
earlier of the annual general meetng of the
Company to be held in 2015 and the date which 1s
18 months after the date on which this Resolution
1s passed, and

(v) the Company may make a contract to purchase 1ts
own Qrdinary Shares under the authority conferred
by this resolution prior to the expiry of such
authority which will or may be executed wholly or
partly after the expiration of such authority, and
may make a purchase of such Ordinary Shares
pursuant to any such contract

By order of the Board

The City Partnership (UK) Limited
Secretary

Registered office
27/28 Eastcastle Street
London WIW 8DH

16 April 2014

Notes

1

A member entitled to attend and vote at the Meeting convened by the above
Notece 15 entitled to appoint one or more proves to attend and, on a poll,
to vote 1n hss place A proxy need not be a member of the Company

To appoint a proxy you may use the Form of Proxy enclosed with this
Notice of Annual General Meeting To be valid, the Form of Proxy, together
with the power of attorney or other authority {(if any) under which it 1s
signed or a notarially certified or office copy of the same, must be deposited
by 10 15am on 24 June 2014 to The City Partnershup {UK) Limuted, Thistle
House, 21 Thistle Street, Edinburgh EH2 1DF Complet:on of the Form of
Proxy will not prevent you from attending and voung 1 person

Pursuant to regulation 41 of the Uncertificated Secunities Regulations 2001,
only shareholdets registered 1n the register of members of the Company
on 24 June 2014 {48 hours before the ime appointed for the Meeting) shall
be entitled to attend and vote at the Annual General Meeting tn respect of
the number of shares registered in thetr name at such ume If the Meeung
15 adjourned, the time by which a person must be entered on the register
of members of the Company tn order to have the night to attend and vote
at the adjourned Meeting 1s 48 hours before the time appointed for the
adjourned Meeting Changes to the register of members after the relevant
umes shall be disregarded in deterrruming the rights of any person to attend
and vote at the Meeting

You may appomt mere than one proxy provided each proxy 1s appointed
to exercise nghts attached to different shares You may not appoint more
than one proxy to exercise rights attached to any one share To appoint
more than one proxy, you should photocopy the proxy form Please indrcate
in the box next to the proxy hoelder’s name the number of securtties in

11

relation to which they are authornised to act as your proxy Please also
indicate by uicking the box provided if the proxy mstrucuon 1s one of
multiple instructions being given All forms must be signed and returned
Llogether 1n the same envelope

A reply pard form of proxy 1s enclosed with members' copies of this
document ‘lo be vahd, 1t should be lodged with the Company's regastrars,
The City Partnershup (UK} Lumited, 1histle House, 21 Thstle Street,
Edinburgh EH2 1DF so as to be received not later than 48 hours before the
ume appointed for the Meeting or any adjourned meeting or, in the case
of a poll taken subsequent to the date of the Meeting or adjourned meeting,
50 a5 to be recerved no later than 24 hours before the ume appouted for
taking the poll

As at 15 Aprif 2014 (being the last business day prior to the publicaion of
this Notice) the Company’s 1ssued share capital consists of 28,448,138
shares of 5p each, carrying one vote each at an annual general meeting of
the Company Therefore, the total voting rights in the Company as at 15
April 2014 are 28,448,138

Appaintment of a proxy will not preclude a member from subsequently
attendtng, vouing and speaking at the Meeung should he or she
subsequently deaide to do so You can only appoint a proxy using the
procedures set out in these notes and the notes to the proxy form

Any person to whom this notice 15 sent who 15 a person norminated under
section 146 of the Companies Act 2006 10 enjoy informauion rights (a
“Nomunated Person”) may, under an agreement between the Nomunated
Person and the member by whom he/she was nomunated, have a night to
be appointed (or to have someone clse appointed) as a proxy for the
Meeung If a Nominated Person has no such proxy appointment right or
does not wish to exercise it, he/she may, under any such agreement, have a
night to give instructions to the shareholder as to the exeraise of voting
rights

The statement of the nghts of members in relation to the appointment of
proxies in paragraphs 3 to 5 above does not apply to Nominated Persons
The rights described un these paragraphs can only be exercised by members
of the Company

The Register of Directors’ Interests will be avalable for inspection at the
Meeting

Except as previded above, members who have general queries about the
Meeting should use the following means of communication {no other
methods of commurnication will be accepted),

+ Calling Doreen Nic on 0131 243 7210 or
+  Ematling vet-enquines@amatiglobal com

You may not use anv electronic address provided either in this notice of
Meeting or any related documents (including the chairman’s letter and
proxy form) 1o communicate with the Company for any purpose other
than those expressly stated
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SHAREHOLDER INFORMATION

Share Price

The Company'’s shares are listed on the London Stock Exchange
The mid-price of the Company’s shares 15 given daily in the
Financial Times in the Investment Companies section of the
London Share Service

Net Asset Value per Share

The Company’s net asset value per share as at 31 January 2014
was 123 7p The Company normally announces its net asset
value on a weekly basis Net asset value per share information
can be found on the Amati Global Investors’ website
http /fwww amatiglobal com/avet2 php

Dividends

Shareholders who wish to have future dividends reinvested 1n
the Company’s shares or wish to have dividends pad directly
into their bank acceunt rather than sent by cheque to their
registered address should contact The City Partnership (UK)
Limited by telephone on 0131 243 7210 or 1n wniting to The
City Partnership (UK) Lumuted, Thistle House, 21 Thustle Street,
Edinburgh EH2 1DF
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Financial Calendar

Apnl 2014 Annual report for the year ended 31
January 2014 to be curculated 0
shareholders

June 2014 Interim management staterent released

June 2014 Annual General Meeting

September 2014 Half-yearly Report for the six months
ending 31 July 2014 to be circulated to
shareholders

November 2014 Interim management statement released

31 January 2015 Year-end

Annual General Meeting

The Annual General Meeting of the Company will be held on
Thursday 26 June 2014 at 10 15am at Milton Court Theatre,
Guldhall School of Music & Drama, Silk Street, Barbican,
London EC2Y 8DT The notice of the meeting, together with
the enclosed proxy form, 15 included on pages 59 and 60 of this
report
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