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Financial Summary

Period ended
30 September 2002

Net assets £13,531,000
Net asset value per share 96.9p
Return on ordinary activities before tax:

Revenue £111,000
Capital £242,000
Return per share:

Revenue 1.2p
Capital 3.4p
Dividend per share 0.6p
Share price at end of period 95p

Northern 3 VCT PLC is a Venture Capital Trust (VCT) managed by Northern
Venture Managers. The trust intends to invest mainly in unquoted venture
capital situations and aims to provide high long-term returns to

shareholders through a combination of dividend yield and capital growth.
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Chairman’s Statement
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Jahn Hustler

[ am pleased to present Northern 3 VCT's first
annual report to shareholders, covering the period
from the date of incorparation to 30 September
2002. The company's public share offer raised
almost £14 million from investors, representing
arocund 10% of new VCT funds raised in the past
year, and your directors regard this as a creditable
outcome given the prevailing market conditions.

1 would again like to thank all of our shareholders
for their support, and [ am pleased to report that we
have made a satisfactory start to the process of

building our portfolio of qualifying venture capital
investments.

Net asset value

The net asset value {NAV) at 30 September 2002
was 96.9p per share, compared with a starting
position, after deducting issue expenses, of 95p. The
increase is almost entirely due to a rise in the value
of the listed fixed-interest portfolio, as our unlisted
venture capital investments are all still valued at
thelr original cost, but our sole AilM-listed
investment to date has also achieved a modest uplift
in value against the market trend.

Investments

Dhuring the period our managers completed five
VCT-qualifying investments, further details of which
are given elsewhere in this report. Three more
investiments have been added since the financial year
end and your directors are encouraged at this early
stage by the way the portfolic is shaping up and by
the standard of the continuing flow of potential new

investments.
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Revenue and dividends

The statement of total return for the period to

30 Seprember 2002 includes the investment income
earned on the proceeds of share allotments, which
took place on a phased basis on various dates from
October 2001 enwards, and is not represenzative of
a normal year's ongoing activities. The net revenue
after tax was £89,000, equivalent to a return per
share of 1.2p based on the weighted average of
7,727,133 shares in issue during the period. The
amount available for distribution equates to just
over (3.6p for each share in issue at the year end, and
the directors thervefore recommend a final dividend
of 0.6p per share, which will be paid on 6 February
2003 to shareholders on the register on 6 January
2003. As mentioned below, we are also declaring an
interim dividend of 0.4p in respect of the year

ending 30 September 2003 and this will be payable
on the same date.

With interest rates continuing at a low level, and
bearing in mind that funds will be moved
progressively from the listed fixed-interest portfolio
into venture capital investments, it is likely that in
the short to medium term any dividends paid will be
relatively low. However our plans to increase the
overall size of the company will have the effect of
spreading the fixed costs over a wider base, thus
enhancing the income yield. We also intend to
ensure that a substantial proportion of the
company's venture capital portfolic comprises
mature income-producing holdings, complementing
those earlier stage investments which have the
potential for above-average capital gains, In the
longer term we will seek to realise capital gains from
investment disposals for distribution to shareholders
by way of tax-free dividend under the VCT rules.

VCT qualifying status

Your board has retained PricewaterhouseCoopers to
monitor and report on the company’s progress
towards meeting the qualifying investment
requirernents laid down in the VCT legislation. We
believe that the strong flow of potential deals
through our managers will enable us to meet all the
relevant conditions in advance of the first deadline
in September 2004.




Share price

The company’s mid-market share price has stood at
95p since December 2001 and, as expected, very few
shares have come onto the market. Although VCTs
are obliged to maintain a full listing on the Lendon
Stock Exchange, the market is rarely sufficiently
liquid to prevent VCT shares trading at a wide
discount to net asset value. Our managers are
involved in ongoing discussions with other VCT
managers to identify ways of making investors more
aware of the benefits of buying VCT shares in the
secondary market.

We will be asking shareholders at the annual
general meeting to renew the board's powers to
purchase shares in the market for cancellation, thus
providing one avenue for shareholders to realise
their investment. In line with the intention
expressed in the prospectus, Court consent has
been obtained to a reduction in the company's
share premium account, so creating a new special
reserve which can be used to offset the cancellation
of shares without drawing on the company's
revernue reserves.

Proposed public share offer

In my interim statement I reported that your board
intended o consider launching a further share issue
with the objective of enlarging the company’s capital
base to over £25 million. Although market
conditions are still by no means favourable, we have
now decided to go ahead with a public offer
commencing in January 2003 for the 2002/03 and
2003/04 tax years. Accordingly shareholders will
receive with this annual report a circular giving
details of an extraordinary general meeting to be
held on 22 January 2003, at which resolutions will
be proposed authorising the directors to allot new
shares. Existing shareholders will have preferential
subscription rights in the new issue, and we have
declared an early interim dividend of 0.4p per share.
payable on 6 February 2003, to ensure that existing
shareholders receive the fullest possible benefit from
the company’s earnings up to the date of launch.
Your directors believe strongly that enlargement is in
the interests of existing shareholders and we hope

you will support the resolutions.

Chairman’s Statement

Future prospects

The outcome of the public share offer and the steady
progress made subsequently have given us a sound
foundation for the future. Although there is still
uncertainty as to the short-term outlook for the UK
econcmy and the financial markets, we continue to
hold the view that the next two to three years will
be a good time to be building a portfolio of VCT-
qualifying investments. This augurs well for the

longer term prospects of our company.

John Hustler

Chairman 19 December 2002
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Directors

John Hustter FCA MSI (Chairman), aged 58, was for ten years a corporate finance partner at KPMG, where
he was head of venture capital; he formed Hustler Venture Partners Limited, a specialist adviser to smail

firms, in 1993, He is a non-executive director of Northern Venture Trust PLC, ATA Group plc and a number
of other companies.

James Ferguson BA, aged 55, was chairman and managing director of Stewart lvory Limited from 1989
until 2000. He is chairman of Value & Income Trust plc, a non-executive director of The Independent
Investment Trust plc and a former deputy chairman of the Association of Investment Trust Companies.

Chris Fleetwood BA FCA, aged 51, held a number of positions in manufacturing businesses and was group
chief executive of Whessoe ple from 1988 until 2000, He is now managing partner of io solutions, e-
husiness strategy advisers. He is chairman of the North East Regional Portal 2001 Limited and Tolwood
Limited and a non-executive director of Darlington Building Sotiety.

Tim Levelt MBA, aged 53, is the investment director of Northern Venture Managers Lirmited. He is a non-
executive director of Northern Venture Trust PLC and of several unquoted companies,

Barry Sealey CBE MA, aged 66, was managing director of Christian Saivesen pic from 1981 10 1990. He is

now an active business angel investor. He is chairman of Optos ple and a non-executive director of a
number of other companies.
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Northumberland House
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Newcastle upon Tyne NET 8ER
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Solicitors

Dickinson Dees

St Ann’s Wharf

112 Quayside

Newcastle upon Tyne NE99 158

S J Berwin
222 Gray's Inn Road
London WG 8XF
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Brewin Dolphin Securities Ltd
Commercial Union House

39 Pilgrim Street

Newcastle upon Tyne NE1 6RQ

Bankers

Barclays Bank PLC

71 Grey Street

Newcastite upon Tyne NE99 1JP
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Orchard Brae
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Shareholder helpline: 0870 601 5366
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Investment Manager’s Review

Background

This review covers the period from October 2001,
when the first share allotments by Northern 3 VCT
took place, to the end of September 2002, The net
proceeds of the ordinary share issues during the
period amounted to £13.3 million, and the Venture
Capital Trust rules require us to invest at least 70%
in qualifying venture capital holdings by the end of
the company’s third accounting period. The
directors intend in practice to maintain the level of
qualifying holdings at around 809 of net assets in

order to allow flexibility in the management of the
portfolio.

Management of liquid funds

The proceeds of the share issues have been initially
invested in a portfolio of gilts and corporate bonds
managed by Edinburgh Fund Managers plc. Funds
will be progressively drawn down by Northern
Venture Managers (“NVM”) as required in order to
finance investments in the venture capital portfolio.
At 30 September 2002 the funds managed by
Edinburgh Fund Managers totalled some £8.2
million, on which a yield to maturity of 4.2% is
currently being obtained.

VCT qualifying investments

Five VCT-qualifying investments totalling

£1.3 million were completed during the period to
30 September 2002. Information on the individual
holdings is set out on pages 8 and 9. Since the
period end three more investments totalling

£0.9 million have been completed. As indicated in
the company's prospectus, we will be aiming as the
portfolio develops to achieve a broad spread of
investments over a variety of industry sectors and
stages of maturity. All of our investments have made
satisfactory progress to date,

The portfolio includes one investment traded on the
Alternative Investment Market, which is valued at
the mid-market price as at 30 September 2002.
Unlisted investments are valued in accordance with
the accounting policy set out on page 17, which
follows the guidelines laid down by the British
Venture Capital Association. As well as requiring

appropriate provision where an investment is under-
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performing significantly, the guidelines stipulate that
normally no investment should be revalued upwards
within 12 months of its acquisition. As no
provisions were considered necessary at

30 September 2002, all of the unlisted investments
are valued at cost in the financial statements.

Northern 3 VCT is entitled to be offered
participation in every investment proposal
developed by NVM. The company usually co-invests
alongside the other venture capital funds managed
by NVM, with investments allocated to the

participating funds pro rata to their net asset value.

NVM monitors the progress of each investment
carefully through well-established monthly reporting
procedures, and NVM's monitoring reports are in

turn reviewed on a regular basis by the board of
Northern 3 VCT.

QOutlook

Pespite the difficult economic and stock market
environment, NVM has seen a good flow of
potential venture capital deals during the past 12
months. Most of our activity is in investments of up
te £5 million, below the minimum level at which
many UK venture capital firms now operate, which
means that we occupy a strong position in our
chosen market and can take a highty selective

approach to new investment opportunities.

We believe that the next two years will continue to
present good investment opportunities, which
should enable Northern 3 VCT to build a durable
investment portfolio with long-term growth
potential.

Alastair Conn
Managing Director
Northern Venture Managers Limited




investment Portfolio

as at 30 September 2002

Venture capital investments

Horncastle industries

750 750 5.5
Keith Prowse 280 280 2.1
PM Group* 141 176 1.3
Liquidlogic 88 a8 0.6
Oxenica 20 20 0.2
Total venture capital investments 1,279 1,314 9.7
Listed fixed-interest investments
£800,000 Treasury 6.5% stock 2003 928 949 7.0
£546,000 General Electric Capital Corporation FRN bonds 2003 546 549 4.1
£543,000 Federal Home Loan Bank 5.625% bonds 2003 547 559 4.1
£540,000 Halifax 5.75% notes 2003 545 576 43
£538,000 European Investment Bank 6% bonds 2003 542 558 4.1
£535,000 General Electric Capital Corperation 6.25% bonds 2003 539 556 4.1
£533,000 General Electric Company 6% bonds 2003 535 557 4.1
£530,000 Abbey National 7.75% GTBE bonds 2003 547 584 4.3
£525,000 Barclays Bank 7.875% bonds 2049 541 584 4.3
£520,000 Bank Nederland Gemeenten 7.75% honds 2003 533 542 4.0
£510.000 Toyota Motor Credit 6.25% bonds 2003 516 524 3.9
£500,000 European Investment Bank 7% bonds 2003 516 546 4.0
£400,000 Inter American Development Bank 7.25% bonds 2002 403 425 3.1
£379,000 Nippon Telegraph & Telephone 7.375% bonds 2003 388 416 3.1
£240,000 Abbey National 8% GTB bonds 2003 244 254 1.9
Total listed fixed-interest investments 1,870 8,178 60.4
Total fixed asset investments 9,149 9,493 70.1
Net current assets 4,038 29.9
Net assets 13,531 100.0

* Quoted on Alternative Investment Market

PAGE 7| Northern 3 VCT PLC Annual Repart and Accounts 2002



Venture Capital Investments

HORNCASTLE INDUSTRIES LIMITED

Cost

Valuation

Basis of valuation
Equity held
Business/location

History

Other NVM funds
investing

Dividends in year

£750,000 Audited financial information:

£750,000 First audited accounts will be for the period to
Cost 31 March 2003

6.0%

Manufacture of modular buildings, Hull

Management buy-out, September 2002,
led by NVM

Northern Investors Company,
Narthern 2 VCT, Northern AlM VCT

Nil

KEITH PROWSE LIMITED

Cost £280,000 Audited financial information:
Valuation £280,000 First audited accounts will be for the period to
Basis of valuation Cost 31 December 2002
Equity held 4.9%
Business/location Provision of corporate hospitality,
Lendon
History Management buy-out from Wembiley plc,
March 2002, led by NVM
Other NVM funds Northern Investors Company,
investing Northern Venture Trust, Northern 2 VCT,
Northern AIM VCT
PM GROUP PLC
Cast £141,000 Audited financial information:
Valuation £176,000 2002 2001
Year ended 30 June £m Em
Basis of valuation Mid-market value (Alternative
Sales 54 43
Investment Market}
Profit before tax 1.0 a5
Equity held 1.1%
Retained profit 0.3 041
Business/| i M fact f on-b eighi
usiness/location anufacture g oard weighing Net assets 5.0 0.3

History

Other NVM funds
investing

Dividends in year

systems for bulk haulage and waste
management markets, Bradford

The company floated on AiM in April 2002

Northern Investors Company,
Northern 2 VCT, Northern AIM VCT

Nil
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Venture Capital Investments

LIQUIDLOGIC LIMITED
Cost £88,000 Audited financial information:
Valuation £88,000 2002 2001
Year ended 31 March £m £m
Basis of valuation Cost
Sales - _
Equity held 1% Loss before tax (04 (02
Business/location Software development for the public Retained loss (0.4) 0.2)
sectar, Leeds Net assets 0.1 0.1
History Development capital investment,
August 2002, led by NVM
Other NVM funds Northern Investors Company,
investing Northern Venture Trust, Northern 2 VCT
Bividends in year il
OXONICA LIMITED
Cost £20,000 Audited financial information:
Valuation £20,000 2001 2000
Year ended 31 December Em £m
Basis of valuation Cost
Sales —_ —
H 0,
Equity held 0.4% Loss before tax (0.9) (0.5)
Business/location Development of nanomaterials Retained loss ©.9) {©.5)
technology, Oxford
History Early stage investment, June 2002, led by Net assets — 0.3

Other NVM funds
investing

Dividends in year

VCF Partners

Northern investors Company.
Northern Venture Trust, Northern 2 VCT

Nil
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Directors’ Report

The directors present their report and the audited
financial statements for the period from
3 September 2001 to 30 September 2002,

Activities and status
The company was incorporated on 3 September 2001
and commenced operations on 19 October 2001

when its shares were first listed on the London Stock
Exchange.

The principal activity of the company during the
period was the making of long-term equity and loan
investments, mainly in unlisted companies. The
company is an investment company as defined in
Section 266 of the Companies Act 1985. The
company has been granted provisional approval by
the Inland Revenue as a Venture Capital Trust. The
Chairman’s Statement on pages 2 and 3 includes a
review of developments during the period and of
future prospects.

The directors have managed the affairs of the
company with the intention of maintaining its status
as an approved venture capital trust for the purposes
of Section 842AA of the Income and Corporation
Taxes Act 1988. The directors consider that the
comparny was 1ot at any time up to the date of this
report a close company within the meaning of
Section 414 of the Act.

The directors are required by the Articles of
Association to convene an extraordinary general
meeting immediately after the tenth annual general
meeting of the company, and, if applicable, in every
fifth year thereafter, to consider and vote on a

special resolution that the company be wound up
voluntarily,

Results and dividend

Net revenue attributable to

shareholders for the period £89,000

Appropriated as follows:

Final dividend proposed - 0.6p per share 84,000

Retained in revenue reserve 5,000
£89,000
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Directors
The directors of the company at the end of the
period and their interests in the issued ordinary

shares of 5p of the company were as follows:

As at date
30 September 2002 of appointmens

J R Hustler {Chairman) 5,100 —

J G I Ferguson 51,400 —

C ] Fleetwood 10,200 —

T R Levett 25,000

B E Sealey 20,500 —

All of the directors named above were appointed on
20 September 2001 except for Mr T R Levett who
was appointed on 3 September 2001. Mr C D
Mellor was appointed as a director on 3 September
2001 and resigned on 20 September 2001,

All of the directors’ share intevests shown abave
were held beneficially. Mr ] G D Ferguson
subscribed for a further 51,400 shares on

11 October 2002. There have been no other changes
in the directors’ share interests between

30 September 2002 and the date of this report.

Brief biographical notes on the directors are given
on page 4.

In accordance with the recommendations of the
Combined Code included within the London Stock
Exchange Listing Rules, all of the directors will
retire at the first annual general meeting of the

company and will offer themselves for re-election.

None of the directors has a contract of service with
the company and, except as mentioned below under
the heading "Management”, no contract subsisted
during or at the end of the period in which any
director was materially interested and which was

significant in relation to the company's business.

Directors’ and officers’ liability insurance
The company has, as permitted by Section 310(3) of
the Companies Act 1985, maintained insurance cover

on behalf of the directors and secretary indemnifying




them against certain liabilities which may be incurred
by them in relation to the company.

Creditor payment policy

The company’s payment policy for the forthcoming
financial year is to agree terms of payment before
business is transacted and to settle accounts in
accordance with those terms. There were no amounts
owing to trade creditors at 30 September 2002,

Management

Northern Venture Managers Limited (NVIM) has
acted as investment adviser and manager to the
company since incorporation. The principal terms of
the company's management agreement with NVM
are set out in Note 3 to the financial statements.

Mr T R Levett is an executive director of NVM and
a shareholder in its ultimate parent company,
Edinburgh Fund Managers Group plec.

Purchase and cancellation of own shares

During the year the company purchased for
cancellation 15,000 of its own shares with a
nominal value of £750, representing 0.01% of the
called-up share capital of the company, for a
consideration of £13,500.

Fixed assets
Movements in fixed asset investments during the

period are set out in Note 9 to the financial
statements,

Substantial shareholdings
So far as the directors are aware, there were no
individual shareholdings representing 3% or more of

the company’s issued share capital at the date of this
report.

Annual general meeting and

extraordinary general meeting

A resolution will be proposed as special business at
the annual general meeting to renew the authority of
the directors to make market purchases of the

company’s shares for cancellation.

An extraordinary general meeting will be held on the
same day to consider resolutions authorising the

Directors’ Report

directors to allot up to 15,000,000 new ordinary
shares in the company.

Independent auditors

PricewaterhouseCoopers, who were appointed as
independent auditors of the company on
incorporation, are willing to continue in office and
resolutions to re-appoint them and 1o authorise the
directors to fix their remuneration wiil be proposed
at the annual general meeting.

By order of the Board

C D MELLOR

Secretary 19 December 2002
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Corporate Governance

The company is committed to maintaining high
standards in corporate governance. The directors
consider that the company has throughout the
period under review complied with the provisions set
out in Section 1 of the Combined Code on
Corporate Governance published by the UK Listing
Authority in June 1998, except that as all of the
directors are non-executive, it is not considered
appropriate to identify a member of the board as the
senior non-executive director of the company or to
appoint a Remuneration Committee.

Board of directors

The company has a board of five non-executive
directors, the majority of whom are independent of
the company's investment manager. The board meets
regularly on a quarterly basis, and on other
occasions as required, to review investment
performance and monitor compliance with ¢he
investrnent policy laid down by the board. The
board has a formal schedule of matters specifically
reserved for its decision. A brief biographical

summary of each director is given on page 4.

The board has appointed three standing committees to
make recommendations to the board in specific areas:

Audit Committee

Mr C ] Fleetwood (Chairman}

Mr J G D Ferguson

Mr B E Sealey

- deals with matters relating to audit, financial
reporting and internal control systems. The
comimittee meets three times per year and has direct

access to PricewaterhouseCoopers, the company's
independent auditors.

Nomination Committee

Mr J R Hustler {Chairman)
Mr ] G D Ferguson

Mr C ] Fleetwood

Mr T R Levett

Mr B E Sealey

- considers the selection and appointment of
directors and makes annual recommendations to the
board as to the level of directors’ fees. The board
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does not have a separate Remuneration Committee,
as the company has no employees or executive
directors. Detailed information relating to the
remuneration of directors is given in Note 5 to the
financial statements.

Managetment Engagement Committee
Mr J R Hustler (Chairmany}

Mr ] G D Ferguson

Mr C J Fleetwood

Mr B E Sealey

- undertakes a periodic review of the terms of the

management agreement with Northern Venture

Managers.

All of the directors have access to the advice and
services of Mr C D Mellor, the company secretary,
who has administrative responsibility for the
meetings of the board and its committees. Directors
may also take independent professional advice at the
comparny’s expense where necessary in the
performance of their duties.

The comnpany’s Articles of Asseciation require that
ane third of the directors should retire by rotation
each year and seek re-election at the annual general
meeting, and that directors appointed by the board
should seek re-appointment at the next annual
general meeting. The board complies with the
requirement of the Combined Code that all directors
are required to submit themselves for re-election at

least every three years.

Internal control

The directors have overall responsibility for keeping
under review the effectiveness of the company's
systems of internal controls. The purpose of these
controls is to ensure that proper accounting records
are maintained, the company's assets are
safeguarded and the financial information used
within the business and for publication is accurate
and reliable; such a system can provide only
reascnable and not absolute assurance against
material misstatement or loss. The board regularly
reviews financial results and investment performance
with the investment managers.




Responsibility for accounting, secretarial services
and physical custody of documents of title relating
to investments has been contractually delegated to
NVM under the management agreement. NVM has
established its own systemn of internal controls in
relation to these matters, details of which have been
reviewed by the Audit Committee.

The directors confirm that by means of the
procedures set out above, and in accordance with
“Internal Controls: Guidance for Directors on the
Combined Cade”, published by the Institute of
Chartered Accountants in England and Wales, they
have established a continuing process for identifying,
evaluating and managing the significant potential
risks faced by the company and have reviewed the
effectiveness of the internal control systems. This
process has been in place throughout the accounting

period under review and up to the date of this report.

The board has considered the need for a separate
internal audit function and has concluded that, in
view of the nature of the company’s operations, such

a function is not currently necessary.

Risk management

A statement of the company’s principal objectives is
given on page 1. In order to achieve these objectives
the company invests its funds primarily in unlisted
equity holdings, which by their nature may entail a
higher degree of risk than investments in large listed
companies. The directors aim to limit the risk
attaching to the portfolio as a whole by careful
selection of investments and by maintaining a wide
spread of investments in terms of financing stage,
industry sector and geographical locaticn.

Management of the company’s liquid funds is
carried out by external managers in accordance with
policy guidelines laid down and regularly reviewed
by the directors. The company has not undertaken
any borrowings or entered into any derivative
transactions and does not expect to do so in the
foreseeable future.

Directors’ responsibilities
The directors are required by law to prepare

financial statements which give a true and fair view

Corporate Governance

both of the financial position of the company at the
end of the financial period and of the results for that
period. The directors are required to prepare the
financial statements on a going concern basis, unless
it is inappropriate to presume that the company will
continue in business. The financial statements must
comply with applicable Accounting Standards and
with the prescribed statutory formats and
disclosures.

The directors confirm that the financial statements
for the period ended 30 September 2002 comply
with the requirements set out above and that
suitable accounting policies, consistently applied and
supported by reasonable and prudent judgement,
have been used in their preparation.

The directors are also respensible for ensuring that
proper accounting records are maintained and for
taking such steps as are reasonably open to them to
ensure that the assets of the company are
safeguarded and that fraud and other irregularities
are prevented.

Going concern
After making the necessary enquiries, the directors
believe that it is appropriate to continue to apply the

going concern basis in preparing the financial
statements.

PAGE 13
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Statement of Total Return (incorporating the Revenue Account)

for the period ended 30 September 2002

PAGE 14

Gains on investments
Realised on disposals

Unrealised revaluation movements

Income
Investment management fee

Other expenses

Return on ordinary activities before tax
Tax on ordinary activities

Return on ordinary activities after tax
Dividends

Transfer to reserves

Return per share

Dividend per share

M The accompanying notes are an integral part of this statementg
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Notes

17

Period ended 30 September 2002

Revenue Capital Total
£000 £000 £000
_ 344 344
— 344 344
269 — 269
(34 {102) (136)
(124) — {124)
111 242 353
(22) 20 (2)
89 262 351
(84} - (84)
5 262 267
1.2p 34p 4.6p
0.6p — 0.6p

The revenue column of this statement is the profit and loss account of the company

All revenue and capital items in the above statement derive from continuing operations

There is no difference between the revenue return on ordinary activities before tax and the transfer to
revenue reserves for the financial period and their historic cost equivalents




Fixed assets

Investments

Current assets
Investments
Debtors

Cash at bank

Creditors (amounts falling due within one year)

Net current assets
Net assets

Capital and reserves
Called-up equity share capital
Share premium
Capital reserve - realised

- unrealised

Revenue reserve

Total equity shareholders’ funds

Net asset value per share

B The accompanying notes are an integral part of this statement

Director

Notes

12
13

14

16
17
k)
17
17
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Balance Sheet

as at 30 September 2002

30 September 2002
£000

9,493

2,867
296
990

4,153
(115)

4,038

13,831

698
12,566
(82)
344
5

13,531

96.9p

T

¢ J FIgetws

Nerthern 3 VCT M.C Annual Report and Accounts 2002




Cash Flow Statement

for the period ended 30 September 2002

Period ended 30 September 2002

Notes EDGO £Q00
Cash flow statement
Net cash outflow from operating activities (258)
Taxation
Corporation tax paid —
Financial investment
Purchase of investmerits g (9,149)
Sale of investments -
Net cash outflow from financial investment (9,149)
Equity dividends paid -
Cash outflow before use of liquid resources and financing (9.407)
Net cash flow from management of liquid resources 12 (2.867)
Financing
Issue of redeemable preference shares 16 50
Issue of ordinary shares 16 13,975
Share issue expenses 17 (698)
Purchase of ordinary shares for cancellation 16 (13)
Redemption of preference shares 16 (50)
Net cash inflow from financing 13,264
Increase in cash at bank 990
Reconciliation of revenue hefore tax
to net cash flow from operating activities
Net revenue before taxation 111
Increase in debtors (298)
Increase in creditors 29
Management fees charged to capital reserve (102)
Net cash outflow from operating activities (258)

Analysis of movement in net funds

3 September 2001

Cash flows 30 September 2002

£000 £000 £000
Cash at bank — 940 990
Short-term investments — 2.867 2,867
Net funds — 3,857 3,857
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Notes to the Financial Statements

for the period ended 30 September 2002

1 Accounting polities

A summary of the principal accounting policies, all of which have been applied consistently throughout the
period, is set out below,

a Basis of accounting

The financial statements have been prepared under the historical cost convention, modified to include the
revaluation of fixed asset investments, and in accordance with applicable accounting standards and with the
Statement of Recommended Practice “Financial statements of investment trust companies”.

b Investments

Listed investments are stated at middle market prices, discounted where necessary to reflect lack of liquidity.
Unlisted investments are stated at directors’ valuation. The directors’ policy in valuing unlisted investments
is to carry them at cost except in the following circumstances:

M where a company’s under-performance against plan indicates a diminution in the value of the investment:

provision against cost is made as appropriate in bands of 25%.

where a company is well-established and profitable the shares may be valued by applying a suitable price-
earnings ratio to the company’s historic post-tax earnings. The ratio used is based on a comparable listed
company or sector but discounted by 25-50% to reflect unmarketability.

M where a value is indicated by a material arms-length transaction by a third party in the shares of a company.

Unlisted investrments will not normally be revalued upwards for a period of at least twelve months from the
date of acquisition.

Capital gains and losses on investments, whether realised or unrealised, are dealt with in the capital reserve.
¢ Income
Investment income includes income tax withheld at source. Pividend income is shown net of any related tax

credit.

Dividends receivable on listed equity shares are brought into account on the ex-dividend date. Dividends
receivable on unlisted equity shares are brought into account when the company’s right to receive payment is
established and there is no reasonable doubt that payment wili be received. Fixed returns on non-equity

shares and debt securities are recognised on a time apportionment basis so as to reflect the effective yield,
provided there is no reasonable doubt that payment will be received in due course.

d Expenses

All expenses are accounted for on an accruals basis. Expenses are normally charged wholly to revenue with
the exception of:

M expenses incidental to the acquisition or disposal of an investment, which are included within the cost of
the investment or deducted from the dispesal proceeds as appropriate, and

B the investment management fee, which has been charged 25% to the revenue account and 75% to
realised capital reserve to reflect that element which is, in the directors’ opinion, attributable to the
acquisition of the company’s investments and the maintenance or enhancement of their value.

e Taxation

Corporation tax payable is provided on taxable profits at the current rate. Deferred tax is provided in full on
timing differences which result in an ebligation at the balance sheet date to pay more tax, or a right to pay

less tax, at a future date, at rates expected to apply when they crystallise based on current tax rates and law.
Deferred tax is measured on a non-discounted basis.
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Notes to the Financial Statements

for the period ended 30 September 2002

2

Period ended
30 September 2002
EOCO

Income

3

Interest receivable

Bank deposits
Treasury bills

Loans to unlisted companies

164
13
13

Government stocks and bonds 79

269

Period ended 30 September 2002
Revenue Capital

Investment management fee £0C0 £000

Investment management fee
Irtecoverable VAT thereon

29 87
5 15

34 102
Northern Venture Managers Limited (NVM) provides investment management and secretarial services to the

company under an agreement dated 24 Septermber 2001. The agreement runs for an initial period of three

years with effect from 19 October 2001 and may be terminated at any time thereafter by not less than twelve
months’ notice given by either party.

NVM receives a management fee, payable quarterly in advance, initially at the rate of 1.5% per annum of
net assets calculated at half-yearly intervals as at 31 March and 3Q September. The fee will be at the rate of
2% for the year ending 30 September 2003 and 2.5% thereafter. NVM is respensible for paying the fees of
Edinburgh Fund Managers plc in respect of the management of the listed fixed-interest portfolic,

NVM also provides administrative and secretarial services to the company for a fee at the rate of 0.25% per
anmum of net assets, subject to a macdmum of £35,000 {linked to the movement in RPY), which is included in

other expenses (Note 4). No amounts were outstanding in respect of NVM’s fees as at 30 September 2002.

NVM is entitled to receive a performance-related incentive fee based upon returns to the shareholders. If the
company's net asset value per share in a relevant period increases so that it exceeds 100p (less the value of
any distributions paid from time to time) plus notional interest thereon at the rate of 7% per annum
{compounding annually), then NVM will be entitled to an incentive fee equal in value to 20% of such excess.
The first such perlod will expire on 30 September 2005 and thereafter the periods will be of one year's
duration. In the event that the performance of the company falls short of the target in any year such

shortfall must be made up before NVM is entitled to any incentive fee in respect of subsequent years.

Pericd ended
30 September 2002

Other expenses £000

Administrative and secretarial services 19

43

4
- non-audit services 5

Directors’ remuneration {(Note 5)

Auditors’ remuneration - audit services

Irrecoverable VAT

13
Sundry expenses

40

124
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Notes to the Financial Statements

for the peried ended 30 September 2002

Period ended

30 September 2002
5 Directors’ remuneration £000
Fees paid to directors 33
Amounts paid to third parties in consideration for the services of directors 190
43

The fees paid in respect of individual directors were as follows:
£
J R Hustler (Chairman) 12,500
J G D Ferguson 10,000
C ] Fleetwood 10,000
T R Levett _
B E Sealey 10,000

None of the directors received any other remuneration or benefit during the period. Mr T R Levett waived
his entitlement to director’s fees in respect of the period ended 30 September 2002. Since all of the directors
are non-executive, the other disclosures required by the Listing Rules are not applicable,

Period ended 30 September 2002

Revenue Capital
Tax on ordinary activities EOGO EODO

(a) Analysis of charge for the period

Corporation tax payable/(recoverahle)

22 (20}
(b) Tax reconciliation
Return on ordinary activities before tax 111 242
Return on ordinary activities multiplied
by the smaller companies rate of UK
corporation tax of 209 22 48
Effect of:
Capital returns not subject to tax — (68)

22 (20)

The directors are riot aware of any matiers which may affect the tax charge in future periods. There is o
provided or unprovided deferred tax as at 30 September 2002.

Period ended
30 September 2002
Dividends £000

Final dividend proposed - 0.6p per share 84

Return per share

The revenue return per share is based on net revenue from ordinary activities after tax of £89,000 and on
7,727,133 shares, being the weighted average number of shares in issue during the peried.

The capital return per share is based on net realised and unrealised capital gains for the period of £262,000
and on 7,727,133 shares, being the weighted average number of shares in issue during the period.

The company has no securities that wouid have a dilutive effect in the period to 30 September 2002 and hence
basic and diluted return per share are the same.
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Notes to the Financial Statements

for the period ended 30 September 2002

PAGE 20

30 September 2002
9 Fixed asset investments £000
Venture capital investments - unlisted 1,138
- listed 176
Listed fixed-interest investments 8,179
9,493
Movements in investments during the period are summarised as follows:
Venture capital Venture capital Listed
- undisted - listed fixed-interest Totat
E00Q £000 £000 £000
Movements in the period:
Purchases at cost 1,138 141 7,870 9,149
Movement in unrealised appreciation — 35 309 344
Valuation at 30 September 2002 1,138 176 8,179 9,493
Comprising:
Book cost at 30 September 2002 1,138 141 7,870 9,149
Unrealised appreciation at 30 September 2002 — 35 309 344
1,138 176 8,179 9,493
10 Unlisted investments
The cost and carrying value of investments in unlisted companies held at 30 September 2002 are shown
below.
30 September 2002
Total cost Carrying value
£000 £000
Horncastle Industries Limited
Ordinary shares 150 150
Loan stock 600 600
750 750
Keith Prowse Limited
Ordinary shares 29 29
Loan stock 251 251
280 280
Liquidlogic Limited
Ordinary shares 44 44
Loan stock 44 44
88 88
Oxonica Limited
Ordinary shares 20 20

Additional information relating to investments in unlisted companies is given on pages 8 and 9.
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Notes to the Financial Statements

for the period ended 30 September 2002

11 Significant interests
There are no shareholdings in companies where the company’s holding at 30 September 2002 represents
{1) more than 10% of the allotted equity share capital of any class, (2) more than 10% of the total
atlotted share capital or (3) more than 109 of the assets of the company itself.
12 Current asset investments
Current asset investments at 30 September 2002 comprised UK money market instruments maturing
within three months of the balance sheet date.
30 September 2002
13 Debtors £000
Prepayments and accrued income 296
30 September 2002
14 Creditors {amounts falling due within one year) £00C
Corporation tax payable 2
Accruals 29
Proposed dividend 84
115
15 Financial instruments

The company has no derivative financial insteuments and has no financial asset or liability for which
hedge accounting has been used. All financial assets are held in sterling, hence there is no foreign currency
exchange rate exposure. Fixed asset investments are valued in accordance with the British Venture Capital
Association’s guidelines and the directors consider that all assets are carried at fair value. There is little
exposure to interest rate risk. The company does not have any financial liabilities other than short-term
creditors, and had no borrowing facilities at 30 September 2002, Market risk is discussed on page 13.

Investments are made in a combination of equity and fixed-rate financial instruments so as to comply
with venture capital trust legislation and provide potential future capital growth. Surplus funds are held

in listed fixed-rate securities, details of which are given on page 7, until suitable qualifying investment
opportunities arise.

At 30 September 2002 the financial assets by value, excluding short-term trade debtors and creditors as
permitted by Financial Reporting Standard 13 “Financial Instruments and Derivatives”, comprised:

Weighted average

£E0CO % Interest rate interest rate
Venture capital investments:
Ordinary shares 419 31 NiIA N/A
Loan stock 895 6.7 Floating 1.8%
1,314 9.8
Fixed-interest securities 11,046 82.8 Fixed 6.4%
Cash 990 7.4 Floating 3.4%
13,350 100.0
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Notes to the Financial Statements

for the period ended 30 September 2002

30 September 2002
16 Calied-up equity share capital £000
Authorised:
25,000,000 ordinary shares of 5p 1,250
Allotted and fully paid:
13,961,147 ordinary shares of 5p 698

During the period the company issued a total of 13,976,147 ordinary shares of 5p for cash at a premium of
95p per share in crder to provide financial resources for its investment activities. The company also
purchased 15,000 ordinary shares of 5p for cancellation at a cost of £13,500.

On 19 September 2001 the company issued 50,000 redeemable preference shares of £1, for cash; the
preference shares were subsequently redeemed out of the proceeds of the ordinary share issues and the

authorised and unissued preference capital of £50,000 was re-designated as 1,000,000 ordinary shares of 5p.

Capital reserve Capital reserve Revenue

Share premium - realised - unrealised reserve

17 Reserves £000 £000 £000 E000
At 3 September 2001 —_ — — —
Premium on issue of ordinary shares 13,277 - - —
Share issue expenses (698) — — —
Shares purchased for cancellation (13) — — —
Management fee capitalised net of associated taxation — (82) — —
Net increase in unrealised appreciation — —_ 344 —
Net revenue retained for the period — — — 5
At 30 September 2002 12,566 (82) 344 5

On 13 November 2002 the company received Court consent to a reduction of £6,260,346 in the share
premium account. An equivalent amount was credited to a new distributable reserve which can inter alia be
used to write off the cost of shares repurchased by the company for cancellation.

Share issue expenses comprise commission at the rate of 5% of gross proceeds paid to Northern Venture
Managers, out of which Northern Venture Managers met all the expenses incurred in connection with the

share issue including commissions to intermediaries and legal and professional costs.

Period ended

30 September 2002

18 Reconciliation of movements in equity shareholders’ funds £000
Return on ordinary activities after tax 351
Net proceeds of share issue 13,277
Shares purchased for cancellation {13
Dividends (a4)
Net addition to equity shareholders’ funds 13,531
Equity shareholders’ funds at 3 September 2001 —
Equity shareholders’ funds at 30 September 2002 13,531

19

Net asset value per share

PAGE 22

The calculation of net asset value per share as at 30 September 2002 is based on net assets of £13,531,000
divided by the 13,961,147 ordinary shares in issue at that date.
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To the members of NORTHERN 3 VCT BLC
We have audited the financial statements which
comprise the statement of total return, the balance

sheet, the cash flow statement and the related
notes.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the
annual report and the financial statements in
accordance with applicable United Kingdom law
and accounting standards are set out in the
statement of directors’ responsibilities.

Our responsibility is to audit the financial statements
in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing
Standards issued by the Auditing Practices Board.
This opinion has been prepared for and only for the
company’s members in accordance with Section 235
of the Companies Act 1985 and for ne other
purpose. We do not, in giving this opinion, accept or
assurne responsibility for any other purpose or to any
other person to whom this report is shown or into
whose hands it may come save where expressly

agreed by our prior consent in writing.

We report to you our opinion as to whether the
financial statements give a rue and fair view and
whether the financial statements have been properly
prepared in accordance with the Companies Act
1985, We also report to you if, in our opinion, the
directors’ report is not consistent with the financial
statements, if the company has not kept proper
accounting records, if we have not received all the
information and explanations we require for our
audit, or if information specified by law regarding
directors’ remuneration and transactions is not
disclosed.

We read the other information contained in the
annual report and consider the implications for our
report if we become aware of any apparent
misstatements or material inconsistencies with the
financial statements. The other information
comprises only the chairman’s statement, the
investment manager’s review, the investment
portfolio, the information in respect of the venture
capital investments, the directors’ report and the
corporate governance statement.

Independent Auditors’ Report

We review whether the corporate governance
statement reflects the company's compliance with
the seven provisions of the Combined Code specified
for our review by the Listing Rules of the Financial
Services Authority, and we report if it does not. We
are not required to consider whether the board’s
statements on internal control cover all risks and
controls, or to form an opinion on the effectiveness
of the company’s corporate governance procedures
or its risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with auditing
standards issued by the Auditing Practices Board. An
audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in
the financial statements. 1t also includes an
assessment of the significant estimates and
Jjudgements made by the directors in the preparation
of the financial statements, and of whether the
accounting policies are appropriate 1o the company’s
circumstances, consistently applied and adequately
disclosed.

‘We planned and performed our audit so as to obtain
all the information and explanations which we
considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that
the financial statements are free from material
misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation

of information in the financial statements.

Opinion
In our opinion:

W the financial statements give a true and fair view
of the state of the company's affairs at
30 September 2002 and of its total return and
cash flows for the period then ended;

W the financial statements have been properly

prepared in accordance with the Companies Act
1985.

PricewaterhouseCoopers
Chartered Accountants
and Registered Auditor

Newcastie upon Tyne 19 December 2002
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Shareholder information

The Company

Northern 3 VCT PLC is a Venture Capital Trust
{VCT) launched in September 2001, raising £13.9
million through a public share offer which closed in
June 2002. The trust invests mainly in unquoted
venture capital situations, with its remaining assets
invested in a portfolio of fixed interest investments
managed by Edinburgh Fund Managers.

Northern 3 VCT PLC is managed by Northern
Venture Managers Limited, a specialist firm of
venture capital managers based in Newcastle upon
Tyne, Edinburgh and Reading. Since June 2000
Northern Venture Managers has been part of the
Edinburgh Fund Managers group. Northern Venture
Managers also acts as manager of four other listed
investment companies, Northern Investors Company
PLC, Northern Venture Trust PLC, Northern 2 VCT
PLC and Northern AIM VCT PLC, and has a total

of over £140 million under management.

Venture Capital Trusts

Venture Capital Trusts (VCTs) were introduced in
the Finance Act 1995, and are intended to provide a
means whereby private individuals can invest in
small unquoted trading companies in the UK, with
an incentive in the form of a range of tax benefits.
The benefits to eligible investors include:

A Income tax relief at 209 on new subscriptions,
provided the shares are held for at least three
years

B Deferral of tax on certain chargeable gains to the

extent that the gain is re-invested in new shares
ina VCT

B exemption from income tax on dividends paid
by VCTs (such dividends may include the VCT's

capital gains as well as its income})

B exemption from capital gains tax on disposals of
shares in VCTs

Northern 3 VCT PLC has been provisicnally
approved as a VCT by the Inland Revenue. In order

to maintain its approval the company must comply
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with certain requirements on a continuing basis; in
particular, within three years from the date of
provisional approval at least 709 of the company’s
investments must comprise “qualifying holdings™, of
which at least 3026 must be in eligible ordinary
shares, Where a VCT's original share issue is
subsequently followed by further issues, the
investments made using the proceeds of the further
issues may be disregarded for the purpose of the
70% and 309 tests in all financial years ending no
later than 3 years after the relevant share issue. A
*qualifying holding™ consists of up to £1 million
invested in any one year in new shares or securities
in an unquoted company (including companies
quoted on AiM) which is carrying on a qualifying
trade and whose gross assets do not exceed

£15 millien at the time of investment.

Financial Calendar
The company’s financial calendar for the year
ending 30 September 2003 is as follows:

February 2003  Interim dividend paid

June 2003 Interim report for half year to
31 March 2003 published

December 2003

Final dividend and preliminary
results for year to 30 September
2003 announced; annual report
and financial statements published

January 2004 Annual general meeting

February 2004  Final dividend paid

Share Price
The company's share price is carried daily in the
Financial Times, the Daily Telegraph, the Newcastle

Journal and The Herald. The company’s FT-SE

Actuaries classification is “Investment Companies”.

Share price information can also be obtained via the
Northern Venture Managers website at
www.nvm.co.uk.




Notice is hereby given that the first annual general
meeting of Northern 3 VCT PLC will be held at the
offices of S ] Berwin at 222 Gray's Inn Road,
London WC1X 8XF at 2.00pm on Wednesday

22 January 2003 for the following purposes:

As ordinary business

1 To receive the financial statements for the period
ended 30 September 2002 and the directors” and
auditors’ reports thereon.

2 To declare a final dividend of 0.6p per share in
respect of the pericd ended 30 September 2002.

3 To re-elect as a director Mr ] G D Ferguson who
retires in accordance with the recommendations
of the Combined Code included within the
Listing Rules of the UK Listing Authority and
offers himself for re-election.

4 To re-elect as a director Mr C J Fleetwood who
retires in accordance with the recommendations
of the Combined Code included within the
Listing Rules of the UK Listing Authority and
offers himself for re-election.

5 Tore-elect as a director Mr J R Hustler who
retires in accordance with the recommendations
of the Combined Code included within the
Listing Rules of the UK Listing Authority and
offers himself for re-election.

6 To re-elect as a director Mr T R Levetit who
retires in accordance with the recommendations
of the Combined Code included within the
Listing Rules of the UK Listing Authority and
offers himself for re-election.

7 To re-elect as a director Mr B E Sealey who
retires in accordance with the recommendations
of the Combined Code included within the
Listing Rules of the UK Listing Authority and
offers himself for re-election.

8 To re-appoint PricewaterhouseCoopers as
independent auditors of the company and to
authorise the directors to fix their remuneration.

9 To transact any other ordinary business of the
company.

As special business
10 To consider and, if thought fit, to pass the

following resolution as a special resolution:

Notice of Annual General Meeting

“That the company be and is hereby generally and
unconditionally authorised in accordance with
Section 166 of the Companies Act 1985 to make
one or more market purchases (within the meaning
of Section 163(3} of that Act} on the London Stock
Exchange Limnited of ordinary shares of 3p each in
the capital of the company provided that:

a the maximum number of ordinary shares
hereby authorised to be purchased is
1,437,482, representing 10% of the

company's issued ordinary share capital;

b the minimum price which may be paid for an
ordinary share shall be 5p per share;

¢ the maximuam price which may be paid for
an ordinary share shall be not moere than the
lower of (i} net asset value per share and (i}
105% of the average of the middle market
quotations for an ordinary share as derived
from the Stock Exchange Daily Official List
for the five business days immediately
preceding the date on which the ordinary
shares are purchased; and

d unless previously renewed, varied or revoked,
the authority hereby conferred shali expire on
the conclusion of the next annual general
meeting of the company or, if earlier, on the
expiry of 15 months from the passing of this
resolution, save that the company may before
such expiry enter into a contract to purchase
ordinary shares which will or may be

completed wholly or partly after such expiry.”

By order of the Board

C D MELLOR

Secretary 19 December 2002

Northumberland House
Princess Square
Newcastle upon Tyne NE1 8ER

The notes on page 26 form part of this notice of meeting,
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Notice of Annual General Meeting

PAGE 26

NOTES

1

A member entitled to attend and vote at this meeting is
entitled to appoint ene or more proxies to attend and,
on a poll, to vote in his stead. The appointment of a
proxy does not preclude a member from attending and
voting in person at the meeting should he subsequently
decide to do so.

To be valid, a form of proxy together with, if
applicable, the power of attorney or other authority
under which it is signed. or a certified copy thereof,
maust be received by Lioyds TSB Regisirars at The
Causeway, Worthing, BN99 6DA not later than
2.00pm on Monday 20 January 2003,

The company, pursuant 1o Regulation 41 of the
Uncertificated Securities Regulations 2001, specifies
that only those shareholders registered in the register of
members of the company as at 6.00pm on Tuesday 21
January 2003 shall be entitled to attend or vote
{(whether on a show of hands or on a poll) at the
meeting in respect of the number of shares registered in
their name at that time. Changes to entries on the
register after 6.00pm on Tuesday 21 January 2003
shall be disregarded in determining the rights of any
person {o attend or vote at the meeting.

None of the directors has a contract of service with the
company. The register of directors’ interests will be
available for inspection on the day of the above
meeting, at the place of the meeting, from at least 15
minutes prior to the meeting until its conclusion,
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Proxy Form

NORTHERN 3 VCT PLC
Annual General Meeting - 22 January 2003

1/We

{block capitals please)

of

being a member of Northern 3 VCT PLC, hereby appoint

or failing him/her the Chairman of the meeting to be my/our proxy and vote for me/us on my/our behalf at the first
annual general meeting of the company 1o be held on 22 Jarmary 2003, notice of which was sent to shareholders with
the directors’ report and the financial statements for the period ended 30 September 2002, and at any adjournment

thereof. The proxy will vote as indicated below in respect of the resofutions set out in the notice of meeting:

Resolution For Against
number
1 To receive the financial statements for the period ended 30 September 2002 ] ]

2 To declare a final dividend of 0.6p per share in respect of the
period ended 30 September 2002

3 To re-elect Mr J G D Ferguson as a director
4 To re-elect Mr C ] Fleetwood as a director
5 Tore-elect Mr ] R Hustler as a director

6 Tore-elect Mr T R Levett as a director

7 Tore-elect Mr B E Sealey as a director

OO0 ooo
O ooodn

8 To re-appoint PricewaterhouseCoopers as independent auditors and
authorise the directors to fix their remuneration

]
[]

10 To authorise the company to make market purchases of ordinary shares

in accordance with Section 166 of the Companies Act 1985 D D

Signed: Date:

NOTES

1 A member wishing to appoint a person other than the Chairman of the meeting as proxy should insert the name and address
of such person in the space provided.

2 Use of the proxy form does not preclude 2 member from attending and voting in person.

3 Where this proxy form is executed by a corporation it must be either under its seal or under the hand of an officer or
attorney duly authorised.

4 If the proxy form is signed and returned without any indication as to how the proxy shall vote, the proxy will exercise his/her
discretion as to whether and how he/she votes.

5

To be valid, the proxy form, together with, if applicable, the power of attorney or other authority under which it is signed, or

a certified copy thereof, must be received by Lloyds TSB Registrars at The Causeway, Worthing BN98 6DA not later than
2.00pm on Monday 20 January 2003,

Attendance inditation

Shareholders who intend to attend the annual general meeting are requested to place a tick in the box below in
order to assist with administrative arrangements.

Tintend to attend the annual general meeting at 2.00pm on Wednesday 22 January 2003 at the ]
offices of § J Berwin at 222 Gray’s Inn Road, London WC1X 8XF.

Signed: Date:




