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Investment Objective

Matrix Income & Growth VCT plc (“the VCT" or "MIG VCT") 1s

a Venture Capital Trust (“VCT") listed on the London Stock
Exchange. Its investment portfolio, which invests primarily 1n
established and profitable unquoted companies, is managed by
Matrix Private Equity Partners LLP ("MPEP").

The Company’s objective is to provide investors with a regular
income stream, by way of tax free dividends, and to generate
caprtal growth which, following portfolio realisations, can be
distributed by way of additional tax free dividends.
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Investment Policy

The VCT's policy 15 te invest prnmanly in a diverse portfolia of UK
unquoted compantes. Investments are structured as part loan
and part equity 1n order to receive regular income and to
generate capital gains from trade sales and flotations of investee
companies.

Investments are made selectively across a number of sectors,
primarily in management buyout transactions {"MBOs"} 1e to
support incumbent management teams in acquinng the business
they manage but do not own Investments are pnmanly made in
companies that are established and profitable.

Uninvested funds are held in cash and lower risk money market
funds.

UK companies

The companies in which investments are made must have no
more than £15 million of gross assets at the time of investment
to be classed as a VCT qualifying holding

VCT regulation

The investment policy 15 designed to ensure that the VCT
continues to qualify and 1s approved as a VCT by HM Revenue &
Customs (*HMRC") Amongst other conditions, the VCT may nat
invest more than 15% of its investments in a single company and
must have at least 70% by value of its investments throughout
the period in shares or secunties comprised m qualifying
holdings, of which a minimum overall of 30% by value must be
ordinary shares which carry no preferential nghts, In addition,
although the VCT can invest less than 30% of aninvestment in a
specific company in ordinary shares it must have at least 10% by
value of 1ts total investments in each quahfying company in
ordinary shares which carry nc preferential nghts.

Asset mix

The VCT holds funds awaiting investment in a portfolio of readily
realisable interest-bearing investments and deposits The
investment portfolic of qualifying investments will be
maintained at approximately 80% of net assets.

Matrix Incoms & Growth VCT plc

Risk diversification and maximum exposures

Risk 15 spread by investing 1n a number of different businesses
across different industry sectors To reduce the nsk of high
exposure to equities, each qualifying investment is structured
using a significant proportion of loan stock (up to 70% of the
total investment in each VCT qualifying company) Initial
investments 1n VCT qualifying companies are generally made in
amounts ranging from £200,000 to £1 milhon at cost No
holding 1n any one company will represent more than 10% of the
value of the VCT's investments at the time of mvestment
Ongoing monitoring of each investment 1s carried out by the
Investment Manager generally through taking a seat on the
Board of each VCT qualifying company

Co-investment

The VCT aims to invest in larger more mature unguoted companies
through imvesting alongside four cther Income and Growth VCTs
adwised by the Investment Manager with a similar investment
policy This enables the VCT to particpate in combined
investments by the Investment Manager of up to £5 miilion

Borrowing
The VCT has no current plans to undertake any borrowing

Management

The Board has overall responsibility for the Company's affairs
including the determination of its investment policy Investment
and divestment proposals are originated, negotiated and
recommended by the Investment Manager and are then subject
to formal approval by the Directors. Matrix Secunties provides
Company Secretanal and Accountancy services to the VCT
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Financial Highlights

Ordinary Shares {listed on 8 October 2004}

Iritial net asset value per share

945 pence

Initial net assets

£20933,124

31 December 2003

31 December 2008

Net assets £16,979,370 £17,998,562
Net asset value per share 833p B65p
Net cumulative dividends paid 163p 153p
Total return per share to Shareholders since launch! 996p 101 8p
Share price {mid market price) 570p 745p
Total expense ratio? 317% 38%

T Net asset value per share plus cumulative dvidends paid per share. This compares with an oniginal
investment cost of 60 pence per share after allowing for income tax retief of 40 pence per share.

2 For further information gn the calculation of the total expense ratio, please see page 14
An interim dividend of 5 0 pence per share comprising 0.5 pence from income and 4.5 pence from

capital was declared on 16 March 2010 to be paid on 21 Apnl 2010, thereby increasing net cumulative
dividends paid since launch to 21 3 pence per share (2008 16 3 pence}

Investments by valuation at 31 December 2009

Investments by asset class

Non qualifytng investments
[OEIC money market funds) 30 5%

Qualifying unquoted
Investments £9 0%
Qualifying AiM-quoted investments O 5%

Qualifying investments by market sector

Construction and building

matenals 8 5% Persanal goods 1 14

Engineering 5 7% General retailers 14 8%

Software and computer services 11 1%
Media 8 2%

Pharmateuticals 6 2%
Technology, hardware and equipment 13 4%

Support services
31 0%
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Chairman’s Statement

| am pleased to present the annual results of Matnx Income &
Growth VCT pic for the year to 31 December 2009

Overview

The economic downturn has breught challenging conditions for
smaller companies during 2009 and i spite of some small
positive signs of recovery we expect these cenditions to continue
well into 2010 The smaller company sector in which your
Company mnvests 15 still volatile and will continue to be affected
by this difficult trading environment The Investment Manager,
supported by the Board, has therefore adopted a cautious
strategy in 1ts approach to new investment, deciding not to
tnvest tn over-priced or over-leveraged companies which have all
toe frequently appeared on the market particularly in the first six
months of last year

Encouragingly, there have been indications in the second half of
2009 of improved deal flow and companies becoming available
for sale at more realistic prices. This might in part be due to a
general belief that the worst of the global banking industry cnsis
15 now behind us which has restored confidence to some extent
Two of the Company's acquisition vehicles made nvestments
totalhng £1 7 million 1n December 2009 to support the
management buy-outs of Country Baskets and Iglucom
respectively In addition, as reported In the Half Yearly Report,
the Company made a new investment into Westway Cocling in
June 2009 Meanwhile the disposal proceeds from the sale of
PastaKing and repayment of loan stocks by DiGiCo Europe and
Westway resulted in a £1 8 milhon repayment to the Company
In additron, £252,986 was returned to the Company from the
acquisitton vehicle Barnfield Management Investments as a
result of the investment in Iglu com Therefore, the Company’s
total investment in qualifying companies remained broadly the
same for the second year running

Of particular note was the successful disposal of the Company's
investment in PastakKing to NBGI Private Equity for net proceeds
of £1,245,096 This realisation contributed to total proceeds of
£1,515,651 to the Company over the life of the investment,
representing a multiple of 3 27 of the Company's onginal
investment of £464,047

Although the Company's gualifying pertfolio has seen five of the
valuations reduced compared to last year in response to
worsening trading conditions, the majonity of investee
companies remain cash generative Full details of these
companies and the year’s transactions are contained in the
Investment Manager's Review which foltows on pages 5-10

Your Company continued to meet the level of investment
required by the VCT regulations throughout the year under
review to retain qualifying tax status for Shareholders and our
strategy has been to maintain the Company's high cash balances
until sensibly priced investment opportunities of the nght
guality begin to emerge [n the Board's view, this 1s the correct
strategy to build longer term value for Shareholders.

Merger with Matrix Income & Growth 3 VCT plc

The Board announced on 9 February 2010 that agreement in
principle had been reached for the merger of the Company with
Matrix [ncome & Growth 3 VCT plc ("MIG 3 VCT™) Discussions
between the two companies have now concluded and details of
the proposals to be put to Shareholders wilt be circulated shortly
The intention 1s that the proposed merger will be completed
pursuant to a section 110 scheme of reconstruction under the
Insolvency Act 1986 by transfernng the assets and habilities of
MIG 3 VCT to the Company n consideration for new shares in
the Company to be i1ssued to MIC 3 VCT shareholders on a
relative net asset value basis. The proposals will, if effected,
result in the creation of an enfarged company with net assets of
over £34 million and which 1s expected to deliver cost savings
and strategic benefits An Extraordinary General Meeting
("EGM") will be held during May at which the Board will seek
Sharetolder approval to effect the proposals and full details of
the EGM will be included in the Shareholder Circular

Review of results

The net asset value ("NAV") per share at 31 December 2009 15
83 3 pence (2008 86 5 pence), afall over the year of 3 2 pence
(3 7%) The total NAV return pershare, including dividends pad
to date, 15 now 99 6 pence (2008 101 8 pence), a fall over the
year of 2 2 pence {2 2%) This compares with the imitial NAV per
share, net of inrtial costs, of 945 pence representing a positive
total return per share since inception of 5 4% (2008 7 7%}
Whilst it s disappointing to report any reduction in shareholder
value, it 15 encouraging that the decline has been modest in the
context of prevailing economic conditions.

Far less encouraging has been the significant drop 1n income
recesved by the Company Income fram the Company's foan stock
Investments was running at ar aggregate annuahsed rate of
5 1% at 31 December 2009 (2008 5 8%} The annual running
yield on the qualifying investment portfolic as a whole was 3 1%
(2008 3 6%), while the yield on all assets was 2 5% (2008
34%) Revenue 1s still suffenng from a general decline in
mterest rates and those assets inked to vanable interest rates
such as the Company’s holdings in OEIC money market funds are
continuing to yield considerably lower [evels of income In
addition, certain of the investee companies are not currently
fully servicing the loans that the Company has made to them
Together, these factors have and may continue to reduce income
dividends for the foreseeable future For further details
explaiming the fall in income, please see Note 2 to the accounts
on page 35

Dividends

Although the revenue account generated a much reduced net
return {after tax) for the year of £8,797 (2008 £433,944), the
successful realisation of the mvestment i PastaKing generated
a net profit of £781,049 Largely as a result of this gain your
Directors are pleased to declare a total dividend in respect of
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Chairman's Statement

2009 of 5 0 pence per share (2008 4 3 pence) comprising an
intenim income dividend of O 5 pence per share and an interim
capital dividend of 45 pence per share The Board does not
propose to recommend a final dividend in respect of the year just
ended

The intenm income and capital dividend will be paid on 21 Apnil
2010 to Shareholders on the Register on 26 March 2010
Dividends paid since inception will increase to 21 3 pence per
share.

Investment in qualifying holdings

The Company has continued to meet the target set by HM
Revenue & Customs of investing 70% of total funds raised in
qualifying unquoted and AiM quoted companies ("the 70%
test™ At 31 December 2009, the Company was 73% invested in
qualifying companies {based upon the tax values, which differ
from the Investment Portfolio Summary on pages 11-12)

Share buy-backs

The Company bought back 425,411 Ordinary Shares durning the
year under review at an average pnce of 58 1 pence per share.
These shares, representing 2 1% of the issued share capital at
the beginming of the year, were subsequently cancelled by the
Company Purchases were made at discounts to the latest
published NAVs per share ranging between 30% and 32%
compared with with a range of 12% to 18% dunng 2008 This
sharp mcrease m the discount at which the Company was
prepared to buy-back shares reflected the uncertain economic,
financial and market conditions prevailing at the time and very
largely explains the decline in the Company's share price fram
74 5 pence per share to 57 O pence per share during the period
under review On a more positive note, these share purchases
enhanced the Company’s NAV by around 05 pence per share
during the year to the benefit of continuing Shareholders

The Board regularly reviews its share buy back policy,
considering a number of factors, including the Company's
liquidity, and seeks to balance the interests of both continuing
and departing Shareholders.

The Board

Chnistopher Mogre has been approached to assume a position
which, under the provisions of the AIC Code and the revised
Listing Rules shortly to come into effect for VCTs, will mean that
he will be required to stand down as a director of your Company
Chnistopher has made an outstanding contribution to the
development of the Company since its launch in 2004 both as a
member of the Board but particularly as Chairman of its
Investment Committee. His knowledge of the private equity
market and his forthnght and perceptive views will be greatly
missed We thank him and wish him all the very best for the
future.
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Articles of Association

At the Annual General Meeting 1t 15 proposed to adopt new
Articles of Assoctation The amendments to the existing articles
reflect the changes in company [aw introduced by the
Companies Act 2006 Details on the proposed amendments are
set out 1n the Directors Report on pages 17-20

Communication with shareholders

We aim to communicate regularly with our Shareholders. In
addrtion to the half-yearly and annual reports, an Investment
Manager's Newsletter, approved by the Board, i1s circulated
twice-yearly The May AGM will prowide a useful platform for the
Board to meet Shareholders and exchange views. Your Board
welcomes your attendance at General Meetings to give you the
opportunity to meet your Directors and representatives of the
Investment Manager

Qutlock

There are many conflicting opintons as to the state of the
economy and prospects for recovery both worldwide and in the
UK although official statistics are starting to indicate that we
may be coming out of recession We have seen some signs of
improved deal flow in the latter half of 2009 but it is difficult to
predict how permanent this trend will be and we do not believe
that the real econorny 15 yet out of the woods. The effects of the
downturn will conttnue to impact the investments held by your
Company over the coming year In the foreseeable future, the
Company's ability to pay income dividends may be adversely
affected by the inability of certain investee companies to service
the Companys loans to them and the lower interest rate
environment Capital dvidends will continue to reflect the [evel
of profitable exit opportunities avatlable in the market

Overall, we consider that the Company has performed relatively
well in these conditions and could have fared considerably less
well 1if 1t was not for its diversified portfolio of investee
companites and the strong cash position that we continue to
mamntain through this penod of economic uncertainty This will
ensure that the Company is abte suppert existing investments, if
necessary, and take advantage of attractive new investment
opportunities as they present themselves. The Board, therefore,
remains confident that the Company will provide long term
investors with an attractive combination of capital growth and
Income.

Fnally, | would ike to express my thanks to all Shareholders for
their continuing support of the Company

Keith Niven, K . ™\ Qm@:-_.

Chairman
16 March 2010
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Investment Manager's Review

The continued economic deterioration in the UK and worldwide
has made this a challenging year for the Company and
specifically for new investment. In the first six months of the year,
a large proportion of the new deals we looked at seemed
unattractive and we have frequently taken the view that
vendors’ price expectations would prove unsustainable over the
medium term

Whilst there have been some encouraging signs that the rate of
new deal activity was starting to increase towards the end of
2009 it 15 still too early to say whether this will be sustained
Some sellers have lowered their price expectations in order to
sttmulate interest from buyers but it 1s premature toseethisasa
cleartrend We therefore continue to be cautious and selective in
our consideration of potential new deals. We think this caution
has been a sigrificant factor in maintaiting value in the
portfolio through a very volatile perod

The predominance in the investment portfolre of management
buy out investments reflects qur strategy of seeking to capitahse
companies properly at the time of investment so that they are
well positioned to contend with adverse market conditions. Sence
commencing the investment programme five years ago, just one
Investee company representing 1% of the portfolio value at cost
has ceased trading and the investment failled Furthermare, it 1s
notable that further funding has been prowided by the VCT to
only two (nvestments, Monsal and British International, both of
which have received very modest additional funding during the
year totalling £250,251 and each of these compantes appears to
be financially sound and s showing profits at the operating level

Given recent general comment on the tightening of bank
lending, we do not consider that the portfoho 1s exposed to
unsustainable levels of third party debt We have generally not
mvested during this period of economic uncertainty since the
end of 2007 in companies which have required high levels of
bank berrowing, believing that the economy was stll
detertorating and that this would make over leveraged
companies much too vulnerable in a tougher environment

We have been working actively with the management teams of
investee companiés encouraging them to take cost cutting
measures and locking with them at planning, forecasting and
cost systems, where appropnate, to ensure that they are as
resilient as possible in the current market The majonty of
investee compantes have managed thewr cashflow well and
remamn cash-generative,

Matrix Income & Growth VCT pic

The portfolio

As at 31 December 2009, the portfolic compnised eighteen
(2008 erghteen) mvestments witha cost of £14 1 (2008 14 7)
million and valued at £11 8 {2008 13 6) million representing
83 7% {2008 92 5%) of cost. Three of these investments are
currently held at cost, ten are valued at below cost and five
above cost Realisations during the year generated cash
proceeds of £1 75 milhion

As reported n the Half-Yearly Report, MIG VCT made a new
investment 1n June 2008 of £317,583 to support the MBO of
Westway Cooling, a company specialising in the installation,
servicing and maintenance of high qualty air-conditsoning
systems and assoctated building plant With a turnover of £9 6
milhon and a record order book, we believe that this company 1s
well placed to grow

Two further new investments were made in December 2009 The
first of these was an investment of £1 million, using the
acquisition vehicle Calisamo Management (now re-named CB
Imparts Group), to suppert the management buy-out of Country
Baskets. The investment compnses fean stock of £825,000 and
a 6% equity stake. Founded in 1990 and operating from a
national distnibution centre in Leeds, the company has a
turnover of circa £20 million It 15 a leading importer and
distributor of artificial flowers, floral sundries, glassware,
giftware, basket ware and Chnstmas decorations. The company
15 planning to roll out further outlets across the UK as part of a
new growth phase funded by this investment

The second new investment was into Iglu com Holidays, the UK's
largest online specialist ski holiday operator and fastest growing
crusse holiday travel agent MIG V(T invested £747014
compnising {oan stock of £633.224 and an equity stake of 7%
Based in Wimbledon, lglucom is a profitable and cash
generative business with a strong management team that has a
successful track record of bullding a profitable niche business.
The investment was made through the acquisition vehicle
Barnfield Management Investments,

As evidence that high quality investments remain in demand,
MIG VCT successfully sold rts investment m PastaKing, to NBGI
Private Equity in November 2009 for net proceeds of
E1,245,096 This realisation contrbuted to total proceeds of
£1,515,651 to the Company over the life of the investment,
representing a 3 27x return on the Company's ongmal
investment of £464,047 PastaKing has benefited from healthy
eating trends since investment in 2006 and at the time of the
sale had grown to a staff of 71 and an annual turnover of £12
million
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Investment Manager's Review

Some of the companies in the portfolio continue ta be strongly
cash generative and amongst these Westway repaid £38,922
of loan stock considerably earlier than expected tn October
2009, DiGiCo Europe repaid a total of £434,782 i two
instalments in May and December of 2009 plus a premum of
£32,378

The Company's acquisition vehicles that we have established in
conjunction with our Operating Partners have been active
duning 2009, with Barnfield Management Investments and
Calisamo Management making new investments in December
into Iglucom and Country Baskets respectively Aust
Construction Investors has commenced trading, providing
management consultancy services whilst continuing to seek
suitable investment opportunities.

The qualifying investment portfolio has not been immune to the
wider detericrating trading environment and fair values have
fallen 1n those investments where the investee company's
trading has been affected A number of valuations have been
reduced as a result of lower levels of profitability of portfolio
comparies. However, other investments have continued to trade
well We are hopeful that value will start to return to some of the
investments in the portfolio dunng 2010 as trading condrtions
start to improve

The Company's investments in PXP, Youngman Group and Plastic
Surgeon each have exposure to the house building and
construction markets and all have continued to suffer from the
decline of this sector aver the last two years, These companies
have seen bustness volumes shrink significantly and reduced
demand from major customers has impacted revenue
Youngman, having substantially de-geared since investment, 1s
well positioned to benefit from an upturn in its markets. Plastic
Surgeon has made strong progress in reducing its dependence
on the new housing market and has diversified into the
commercial property and insurance claim markets, it has also
substantially reduced tts direct and indirect cost base PXP has
responded simiarly, moving away from its dependence on
private sector house bullding towards public sector funded
housing associations. It ts still too early to assess when we are
lkely to see signs of recovery in these areas.

Blaze Stgns, which has suffered the largest write-down in the
portfolio, has also continued to experience a fall i activity
ansing from much reduced levels of new signage rollouts from 1ts
major customers. Agan 1t has responded by reducing its cost
base,

6 Matrix Income & Growth VCT plc Report and Accounts

A number of companies in the portfolio are trading strongly and
expanding thesr businesses. D1GiCo Europe has continued to roll
out new products following the successful launch of its new
digital audio miang desk last year and this has led to sustained
profit growth since wnvestment The performance of Monsal
during the year has also improved materially and the outlook ts
further enhanced by the prospect of new camtal contracts as
water companies commit to new waste management projects
and the company exploits its expertise in anaerobic digestion
ATG Media has performed in ine with expectations over the last
year and the progress of its online auction platform looks
particularly pramising

SectorGuard acquired Legion Group in March 2009 following the
acquisition of Manguard in 2008 and subsequently changed its
name to Legion Group plc

Whilst the fall in valuations over the year 1s disappainting, the
reduction in profitability of portfolio compames has made some
decreases mewvitable, 1t 15 important to recognise that alt of the
reductions n the year have been in unrealised valvations as
opposed to any actual realisations below cost. The realised loss
shown in the Income Statement in the accounts reflects the fall
in the valuation of PastaKing from its valuation last year before
its disposal, which as reported eariier was a successful
investment overall We aim to invest in strong, profitable
companies and believe that the prospect of significant future
recavery overthe medium term 1s good as we continue to believe
that the portfolio, taken as a whole, 1s resilient and of high

quahty

Over the nextyear, the need for additional investment to support
certain portfolio companies may emerge. We also anticupate
much more attractive buying conditions emerging as the year
progresses. Having retained significant umnvested cash, we feel
the Company s well placed to cover both the portfolio needs
that may anse and the new investment opportunities presented

Further details of the ten largest investments i the current
portfolio, excluding the ene remaining acquisition vehicle (Aust
Constructton [nvestors) which has yet to complete an investment
and is held at cost, are outhined below

The remaiming eight investments in the portfolio (including the
one remaining acquisitien vehicle) have a current cost of
£6,405,441 and are valued at 31 December 2009 at
£2,286,770
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DiGiCo Europe Limited - www digiconsoles.com

Total Ordinary shares Prefesence shares Loan stock
Cost £5365,218 £386,522 £435 £178,261
Valuation £1,582,049 £1,380,079 £435 £191,535
Basis of valuation Dhscounted earnings multiple
Equity % held and voting nghts 65%
Business Manufacturer of digital sound mixing consoles
Lacation Chessington, Surrey
History Management buy-out
Income recervable recogmsed for the year £36,000
Audited financial information
Year ended Turnover Operating profit* Net assets
31 December 2008 £10,061,000 £1,673,000 £3,707,000
VSI Limited - www lightworkdesign com
Total Ordinary shares Preference shares Lean stock
Cost £350,367 £61.824 £3,252 £325,291
Valuatien £1,305,476 £928,139 £3,252 £374,085
Basis of valuation Discounted earnings multiple
Equity % held and voting rights 15 9% (14 6% fully diluted)
Business Provider of software for CAD and CAM vendors
Location Sheffield
Histary Management buy out
Income recervable recogmised for the year £52,629
Audrted financial information
Year ended Turnover Operating profit* Net assets
3t December 2008 £4,474 000 £824,000 £968,000
British International Holdings Limited — www islesofscillyhelicopter com
Total Ordinacy shares Preference shares Loan stock
Cost £1,181,818 £225,000 E1,000 £955,818
Valuation E£1,015414 - - F1,015414
Basis of valuation Discounted earnings multiple
Equity % held and voting rnights 10 0%
Business Helicoptor service operator
Location Sherborne, Dorset
Histary Management buy-cut
tncome recewvable recognised for the year £mil
Audited financial information Year ended Turnover Operating profit* Net assets
31 December 2008 £23,806,000 £2,000,000 £3,289,000
* Operating profit 1s stated before charging amortisat:on of goodwill where appropniate for all invesiee compantes
Matrix Income & Growth VCT plc | Repart and Accounts | 2009 7




Investment Manager's Review

CB Imports Group Limited (formerly Calisamo Management Limited)} — www countrybaskets.com

Total Qidinary shares Preference shares Loan stock
Cost £1,000,000 £175000 - £825,000
Valuation £1,000,000 £175000 - £825,000
Basis of valuation Price of recent investment
Equity % held and voting rights 6 0%
Business Importer and disnibutor of artificial flowers and floral sundres.
Location East Ardsley, West Yorkshire
History Management huy-out via acquisition vehicle
Income recevable recognised for the year £6,062
Audsted financial information First audited accounts will be for the penod ended 31 December 2009
Vectair Holdings Limited — www vectairco uk
Total Ordnary shares Preference shares Loan stock
Cost £560,302 £138,074 E500 £421,728
Valuation £963,730 £457156 £500 £506,074
Basts of valuation Discounted earnings multiple
Equity % held and voting nghts 120%
Business Designer and distnbutor of washroom products
Location Basingstoke, Hampshire
History Management buy-out
Income recervable recognised for the year £44,275
Audited financial information 15 months ended Turnaver Operating profit* Net assets
31 October 2008 £8,812,000 £967,000 £1,136,000
ATG Media Holdings Limited - wwwantiquestradegazette.com
Total Qrdinary shares Preference shares Loan stock
Cost £859,640 £305,650 £955 £553,035
Valuation £787,552 E142058 £955 £644,539

Basis of valuation

Equity % held and voting nghts

Business
Lacation
History

Discounted earnings multipie

7 6%

Publisher and on line platform operator
London

Management buy-out

Income recervahle recognised for the year £45,649

Audited financial information

First audited accounts will be for the peried ended 30 September 2009

* Operating profit 1s stated before charging amortisation of goodwill where appropriate for all investee companies
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Iglu.com Holidays Limited (formerly Barnfleld Management Investments Limited) — wwwglu com

Total Ordinary shares Preference shares Loan stock
Cost £747,014 £112,053 £1,737 £633,224
Valuation £747,014 £112,053 £1,737 £633,224
Basis of valuation Price of recent investment
Equity % held and voting rights 61%
Business On-line ski and cruise travel agent.
Location Wimbledon
History Management buy-out via acquisition vehicle
Income receivable recognised for the year £3,921
Audited financial information First audited accounts will be for the year ending 31 May 2010
Focus Pharma Holdings Limited - www focuspharmaceuticals.co uk
Total Ordinary shares Preference shares Loan stock
Cost £656,987 £229,945 £1,026 £426,016
Valuation £724,638 £106,399 £1,026 E617,213
Basis of valuation Discounted earnings multiple
Equity % held and voting rights 27%
Business Licensor and distnibutor of genenc pharmaceuticals
Location Burton upon Trent, Staffordshtre
History Management buy out
Income recervable recognised for the year £46,734
fi | inf t
Audited financial information Year ended! Turnpver Operating profit* Net assets
31 December 2008 £13,205,000 £530,000 £99,000
1 Financval information refates to the operating substdiary
Youngman Group Limited
Total Ordinary shares Preference shares Loan stock
Cost £1,000,052 £100,052 £14,286 £6885,714
Valuation £700,992 - - £700,992
Basis of valuation Assets avallable to support security cover
Equity % held and voting rights 8 5%
Business Manufacturer of ladders and atcess towers
Location Maldon, Essex
History Management buy-in/buy-out fram SGB Group
Income receivable recognised for the year £18,564
Audited financial information
Year ended Turnover Operating profit* Net assets
30 June 2008 £26,251,000 £188,000 £4,675,000
*QOperating profit 13 stated before charging amortisation of goodwill where appropnate for all investee compan es
Matrix tncome & Growth VCT plc Repoit and Accounts 2009 9




Investment Manager's Review

Monsal Holdings Limited - wwwmonsal co vk

Total Ordinary Shares Preference Shares Loan Stock
Cost £684,351 £208,380 - £475,971
Valuation £665,948 £189,977 - £475,971
Basis of valuation Cost less impairment
Equity % held and voting rights 9 5% (8 2% fully diluted)
Business Suppher of engineering services to water and waste sectors
Location Mansfield, Nottinghamshire
History Management buy-out
Income receivable recognised for the year £40,365
Audited financial information
Year ended Tumover Operating profit* Net assets
30 September 2009 £6,743,000 £475,000 £1,397,0007

\ Unaudited figure taken from the consolidated group accounts of Monsal Holdings Limited

Further details of the investments in the portfolio may be found on MPEP’s website, www matrixpep com

*QOperating profit 1s stated before charging amortisation of goodwill where appropnate for all investee companies
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Investment Portfolio Summary

as at 31 December 2009

Date of initial Total Valnation % value of % of equity
investment book cost net assets held by funds
managed by
£000 £000 MPEP®
Qualifying investments
AM quoted investments
Legion Group plc (formerly SectorGuard plc) August 2005 150 73 0 4% 29%
Provider of manned guarding, mobile patrotling,
and alarm response services
150 75 0 4%
Unquoted investments
DiGiCo Europe Limited July 2007 565 1,582 9 3% 300%
Manufacturer of digital sound mixing consoles
VSI Limited Apnl 2006 390 1,305 7 7% 48 8%
Provider of software for CAD and CAM vendors
British International Holdings Linuted May 2006 1,182 1,015 6 0% 34 9%
Helicopter service operator
Aust Construction Investors Limited October 2007 1,000 1,000 59% 49 0%
Company seeking 1o acquire husinesses in the
construction sector
CB Imports Group Limited Decambar 2007 1,000 1,000 5 9% 24 0%
(formerly Calisamo Management Limited)
Importer and distnbutor of artificial flowers and
fioral sundnes
Vectair Holdings Limited January 2006 560 964 57% 24 0%
Cesigner and distnbutor of washroom products
ATG Media Heldings Limited October 2008 860 788 46% 40 0%
Publisher and on line platform operator
3glu com Hohdays Limited October 2007 747 747 4 4% 350%
(formerly Barnfield Management Investments Lirmited)
On-line ski and cruise travel agent
Focus Pharma Holdings Limited October 2007 657 725 4 3% 13 0%
Licensor and distributor of generic pharmaceuticals
Youngman Group Limited Qctober 2005 1,000 701 41% 297%
Manufacturer of ladders and access towers
Monsal Heldings Limited December 2007 684 665 3 5% 46 5%
Supplier of engineenng services to water and
waste sectors
MC440 Limited {trading as Westway Cooling Limited) June 2009 279 466 27% 13 0%
Designer and distrebutor of air conditioning units
Blaze Signs Holdings Limited Apnl 2006 1,574 337 2 0% 525%
Manufacturer and installer of signs
Campden Media Limited January 2006 975 182 1 1% 280%
Magazine publisher and conference organiser
Racoon Internatronal Holdings Limited Detember 2006 B74 130 08% 49 0%
Supplier of hair extensions, hair care products and
tiaining
The Plastic Surgeon Holdings Limited Aprit 2008 390 98 06% 300%
Supplier of snagging and finishing services to the
domestic and cammercial property markets
PXP Holdings Lumited (Pinewood Structures) Detember 2006 1,184 - 0 0% 373%
Designer, manufacturer and suppher of timber-frames
for buildings
13,901 11,705 69 0%
Total qualifymg investments 14,051 n,780 69 4%
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Investment Portfolio Summary
as at 31 December 2009

Total Valuation % value of

book cost net assets
£000 £000

Non-qualifying investments
Clobal Treasury Funds plc (Royal Bank of Scotland}* * 1,863 1,863 11 0%
Fidelity Institutional Cash Fund plc** 1,251 1,251 7 4%
SWIP Global Lygudity Fund plc (Scottish Widows)** 568 568 33%
Instritutional Cash Senes ple {BlackRock)** S17 517 30%
GS Funds ple (Goldman Sachs)** 425 425 25%
Insight Liquidity Funds plc (HBOS)* * 415 415 24%
Blackrock Sterhing Liquidity first institutronal share class {formerly BGI)** 138 138 0 8%
Total non-qualifying investments 5177 5177 30 4%
Total Investments 19,228 16957 99 8%
Cther assets 140 08%
Current liabilties {118) (0 6)%
Net assets 16,979 100 0%

The other funds managed by MPEP include Matnix Income & Growth 2 VCT plc (MIG2}, Matnx Income & Growth 3 VCT ple (MIG3) Matrix Income & Growth 4 VCT plc
(MIG4) and The Income & Growth VCT plc {) & G VCT} Details of the co-investments are contained in Note 11 to the accounts,

**Disclosed as Current investments within Current assets in the 8alance Sheet
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Board of Directors

Keith Niven
Status \ndependent non-executive Chairman

Age. 61

Experience Keith has over 30 years' expenence in the financial
services industry, most of which was spent at Schreder Investment
Management Limited, the fund management am of Schroders ple,
where he was appointed Joint vice chairman in 2000 He held a
number of other senior positions within Schroders including
managing director of its UK inststutional fund management business
between 1986 and 1892 and chairman of its retail business,
Schroder Unit Trusts Limited, from 1992 to 2001 He retired from
Schroders in October 2001 Keith 15 also non-executrve Chairman of
Matrix [ncome & Growth 3 VCT plc and a nen-executive director of
three other trusts, Schroder UK Growth Fund plc, Schroder Income
Growth Fund plc and Impax Environmental Markets pic. Keith 1s an
investment adviser to the Rolls-Royce Pension Fund and a director of
the Trossachs Commumty Trust

tength of Service as at 31 December 2009 5 5 years

Commuttee Membersimps Audit Committee, Investment Commuttee,
Management Engagement Committee {Chairman} and Nominations
and Remuneration Commuttee (Chairman)

Number of Board and Commuttee meetings attended 2009 15/15

Relevant relationships with the Investment Manager or other service
providers Chairman of Matnx Income & Growth 3 VCT plc which is
also managed by Matrnx Private Equity Partners LLP

Relevant relationships with investee companies Nene
Shareholding 1n the Company 21,100 Ordinary shares

Chnistopher Moore
Status Independent non-executive Director
Age. 65

Experience Chnstopher has considerable expenence of the venture
capital industry After a law degree and qualifying as an accountant
with Price Waterhouse he worked for Robert Flerming Inc., Lazards,
Jardine Fleming and then Robert Fleming, latterly as a main board
director from 1986 to 1995 During this penod he was involved in
vanous unquoted and venture capital nvestments and remained
chairman of Flemung Ventures Limited, an international venture
capital fund, until the fund’s final distribution in 2003 Hisroles have
included acting as senior adviser to the chairman of Lloyds and
chainng the successful turn around of a public industnal group
Christopher is currently on the boards of Matrix Income & Growth 3
VCT ple, Matrix Income & Growth 4 VCT pic and The Income &
Growth VCT plc.

Length of Service as at 31 December 2009 5 5 years

Commuttee Memberships Audit Commuttee, Investment Committee
(Chairman), Management Engagement Committee and
Nominations and Remuneration Committee

Number of Board and Committee meetings attended 2009 13/13
Relevant relationships with the Investment Manager or other service
providers Director of Matrix Income & Growth 3 VCT plg, Matrix
Income & Growth 4 VCT pic and The Income & Growth VCT plc who
are also managed by Matnx Private Equity Partners LLP

Relevant relationships with investee compames None

Shareholding in the Company 42,200 Qrdinary shares. '

Bridget Guérin
Status Non~executive Director

Age. 48

Expertence Bridget 1s Managig Director of Matnx Money
Management Limited, a wholly owned subsidiary of Matrix Group
Matrix Group Limited 1s a specialist financiat services company and
has a market leading role as a promoter of VCTs. Prior to Jjoiming
Matnx, Bridget accumulated 16 years' of retall investment fund
experence at Schroder Unst Trusts Limuted, lvery & Sime and County
NatWest Bridget sits on the Board of Matnx Income & Growth 3 VCT
plc, the Matrix Alternative Investment Strategies Fund Limited, an
open ended fund of hedge funds, and Matrix Structured Products
Limited, a closed ended fund based in Bermuda

Length of Service as at 31 December 2009 5 5 years
Commuttee Memberships Investment Committee
Number of Board and Commuttee meetings attended 2009 10/10

Refevant relatronships with the Investment Manager or other service
providers Director of Matnix-Securties Limited (untd 22 December
2009), Promoter, Company Secretary and Admenistrator to the
Company, which 1s a wholly owned subsidiary of Matnx Group
Limited of which Bndget was alse a director until 22 December 2009
and remains a shareholder (2 13%) Matrix Group Limited also owns
100% of the equity of MPE Partners Limited which has a 50%
snterest In Matrix Private Equity Partners LLP, the Company's
Investment Manager and owns a significant percentage of the
equity of Matrix Corporate Capital LLP Bridget s a Director of Matrx
Income & Growth 3 VCT plc whichis also managed by Matnx Private
Equity Partners LLP

Relevant relationships with investee companies None
Sharehoiding in the Company 10,550 Ordinary shares.

Tom Sooke

Status Senior independent non-executive Director

Age 65

Expertence. Tom 15 an experienced venture capitalist who i1s currently
on the board of Matnx income & Growth 3 VCT ple. Tom 1S also a
director of CitiCourt Associates Limited and Braxxon Consulting
Limited In recent years he has been chairman and non-executive
director of a number of quoted and ungueted private equity funds
and other companies. Previously, up until 1991, he was a partnern
Deloitte LLP, co-managing the firm's corperate adwisory group tn
London Pnior to that he was a main board director at Granville
Holdings ple, where he aiso established and ran its main private
equity fund actwties from 1980 to 1987 In 1983, whilst with
Granville, Tom was also one of the co founding members of the
Bntish Venture Capital Association

Length of Service as at 31 December 2009 5 5 years

Committee Memberships Audit Commuttee (Chairman}, Investment
Committee, Management Engagement Commitiee and
Nominations and Remuneration Committee

Number of Board and Commuttee meetings attended 2009 14714

Relevant refationships with the Investment Manager or other service
providers Director of Matnix Income & Growth 3 VCT plc which 1s
atso managed by Matrix Private Equity Partners LLP

Relevant relationstups with investee companies None
Shareholding i the Company 7,912 Qrdinary shares
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Directors' Report

The Directors present the Annual Report and Accounts of the
VCT for the year ended 31 December 2009

Business and principal activities

The principal activity of the VCT durning the year under review
was investment in a diverse selection of established profitable
unqueted companies in the United Kingdom

The Ordinary Shares of 1p each in the capital of the VCT were
first admitted to the Official List of the UX Listing Authority and
to trading on 8 October 2004

The VCT has satisfied the requirements for full approval as a
Venture Capital Trust under section 274 of the Income Tax Act
2007 (ITA) It s the Directors’ intentton to continue to manage
the VCT's affairs in such a manner as to comply with section 274
of the ITA.

The VCT 15 no longer an investment company, having revoked s
status as such as defined in section 266 of the Comparnies Act
1985 {“the 1985 Act”} subsequently superceded by section 833
of the Companies Act 2006 (“the 2006 Act") on 19 December
2007 The Company can now distrtbute capital profits to
Shareholders as dividends,

Future developments

The VCT will continue to pursue 1ts Investment Objective and
Investment Policy as set out at the beginming of this Repart and
on page 1 respectively

Business review and performance review

For a review of the VCT's development and performance during
the year, please see the Chairman's statement on pages 3 - 4 and
the Investment Manager's Review and Investment Portfolio
Summary on pages 5 - 12 of this Annual Report. The Finanwal
Highlights on page 2 provides data on the VCT's key
performance indicators.

The Board reviews performance by reference to various
measlires, taking account of the long term nature of the assets n
which the VCT invests.

¢ Total return

The Total Return per share 1s the key measure of performance
for the VCT, which comprises NAV plus cumulative dividends
paid per share. The NAV 1s calculated quarterly in accordance
with the International Private Equity Venture Capital
Valuation (IPEVCV} guidelines, Net assets decreased during
the year under review resulting 1n a 3 7% decrease (2008
26 0% decrease) in NAV per share and 2 2 2% decrease
{2008 15 9% decrease) in total return per share,

* Total expense ratio (TER)
Largely reflecting the fall in the Company’s net assets, the
gross TER of the VCT for the year under review was 3 9%
(2008 4 4%) If irrecoverable VAT and exceptional costs are
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excluded the ratio falls to 3 8% (2008 4 3%) Under the
terms of the management agreement, the total management
and administration expenses of the VCT, excluding any
wrecoverable VAT and exceptional costs, are hmited to a
maximumof 3 6% of the value of the VCT's closing net assets.
As a result, there are excess expenses of £25,842 {2008
£99,550) which will be borne by the Investment Manager by
way of a deduction from their management faes after these
accounts have been approved After this deduction, the
expense ratio for the year falls to 3 7% (2008 3 8%) Thisis
hrgher than the expense cap ratio of 3 6% as these expenses
still include irrecoverable VAT For further information, please
see Note 4 on page 36

Principal nsks, management and regulatory
environment

The Board believes that the principal nsks faced by the VCT are

» Economic nsk — events such as an economic recession and
movement in interest rates could affect trading conditions for
smaller companies and consequently the value of the VCT's
qualfying investments.

* Loss of approval as a Venture Caprtal Trust - the VCT must
comply with Section 274 of the Income Tax Act 2007 which
allows it to be exempted frem capital gains tax on investment
gains. Any breach of these rules may lead to the VCT losing
its approval as a VCT, quahfying shareholders who have not
held their shares for the designated holding penod having to
repay the income tax relief they obtamed and future
dividends paid by the VCT becoming subject to tax The VCT
would also lose 1ts exemption from corperation tax on capital
gains.

* Investment and strategic nisk ~ inappropnate strategy or
consistently  weak VCT  qualfying  investment
recommendations might lead to under performance and poor
returns to shareholders.

* Regulatory nsk — the VCT 1s required to comply with the
Companies Acts, the rules of the UK Listing Authonty and
United Kingdom Accounting Standards. Breach of any of
these might lead to suspension of the VCT’s Stock Exchange
listing, financial penalties or a qualified audit report

¢ Financial and operating risk- inadequate controls might
lead to misappropniation of assets. Inappropnate accounting
policies might lead to misreparting or beaches of regulations,
Fallure of the Investment Manager's and Admimistrator's
accounting systems or disruption to its business might lead to
an inability to provide accurate reporting and momitoring
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s Market risk — [nvestment 1n unguoted companies, by s
nature, involves a higher degree of risk than ivestment in
companies traded on the London Stock Exchange main
market In particular, smaller companies often have limited
product hnes, markets or financal resources and may be
dependent for their management on a smaller number of key
individuals.

¢ Asset hquidity risk — The VCT's investments may be difficult
to reahise especially in the current economic climate

* Market hguidity risk — Shareholders may find it difficult to
sell their shares at a price which s close to the net asset value

* Credit/counterparty nsk — A counterparty may faill to
thscharge an obligation or commitment that it has entered
into with the Company

The Board seeks to mitigate the internal nisks by setting policy
and by undertaking a key nsk management review at each
quarterly Board meeting Performance is regularly reviewed and
assurances in respect of adequate internal controls and key rnisks
are sought and received from the Investment Manager and
Administrater on a six monthly basis. In the mitigation and
management of these nsks, the Board applies ngorously the
principles detailed in the AIC Code of Corporate Governance
The Board also has a Share Buy Back policy to try to mitigate the
Market Liquidity nisk This policy 1s reviewed at each guarterly
Board Meeting

Share capital

During the year under review the VCT bought back 425,41
{2008 1,210,827) Ordinary Shares (being 2 1% of the opening
issued share capital} at a cost of £247,033 (2008 £1,056,868)

The Company did not i1ssue any shares dunng the year under
review

The issued Ordinary Share Capital of the VCT as at 31 December
2008 was £203,735 (2008 £207,989) and the number of
Ordinary Shares in 1ssue at this date was 20,373,514 (2008
20,798,925), subject to the cancellation of the shares brought
back by the Company up until this date

Results and dividend

The revenue return after taxation atinbutable to Ordinary
Shareholders for the year was £8,797, a decrease of £425,147
over the revenue return for the year ended 31 December 2008

The Directors have declared an intenm dividend of 5 0 pence per
share compnising 05 pence from income and 45 pence from
capital in respect of the year ended 31 December 2009, payable
on 21 April 2010 to Shareholders who are on the Register on 26

Matrnix Income & Growth VCT plc l

March 2010 This dividend, ance paid, will increase cumuiative
dividends paid since inceptionto 21 3 pence {2008 16 3 pence)

The capital return has improved from z loss of £4,697,933 for
the year ended 31 December 2008 to a loss of £572,969 for the
year ended 31 December 2009

Directors and their interests

The names of the Directors appear below and brief hiegraphical
details on each of the Directors are given on page 13 of this
Annual Report. The current Directors were all appointed to the
Board on T July 2004 In accerdance with the VCT's Articles of
Assoctation and the AIC Code of Corporate Governance {“the
AIC Code™), Bridget Guérnin will retire by rotation at the Annual
General Meeting of the VCT to be held on 12 May 2010 and
being ehgible offers herself for 1e election

Chnistopher Moore intends to resign from the Board with effect
from the date of the proposed merger of the Company with
Matrix Income & Growth 3 VCT ple,

The Directors who held office throughout the year under review
and their interests (including those of their connected persons)
as at 31 December 2009 were

Ordinary Shares held on
31 December2009 31 December 2008
Keith Niven 21,100 21,100
Bridget Guérin 10,550 10,550
Chnistopher Moore 42,200 42,200
Tom Sooke 7912 7,912

There have been no changes to the Directors' share interests
between the year-end and the date of this Report
Management

Matrix Private Equity Partners Limited was appointed as
Investment Manager to the VCT on 9 July 2004 On 20 October
2006 Matnx Private Equity Partners Limited transferred sts
business to Matnx Private Equity Partners LLP and the VCT
novated the existing Investment Adwvisors Agreement and
Incentive Agreement to Matnx Private Equity Partners LLP
{MPEP) For further information on the terms and duration of the
appointment and the fees patd to MPEP please see Note 4 to the
accounts on page 36

During the year under review the Management Engagement
Committee reviewed the services provided by the Investmeant
Manager The continued appointment of the Investment
Manager on the current terms was recommended by the
Committee and agreed by the Board on 10 November 2009 The
Board concluded that the Company's investment portfolic had
performed relatively well in the difficult economic circumstances
expenenced dunng the previous twelve months and at least in
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Directors’ Report

line with the VCT industry as a whole The Board believed that
the Investment Manager had continued to exercise independent
judgement while producing realistic valuations. In summary, the
Board continued to believe that MPEP possessed the experience,
knowledge and resources necessary to help the Board achieve
the Company's long term nvestment objectives. The Board
remains satisfied with immvestment performance to date and,
therefore, believes that the continued appomntment of the
Investment Manager remains in the interest of Shareholders.
Summanies of the performances of the Company's investments
are contained in the Investment Manager's Review and in the
Investment Portfolio Summary on pages 11-12 and the Financial
Highhghts on page 2

Matnx-Secunties Limited acts as both VCT Adminsstrator and
Company Secretary to the VCT for which they received a fee of
£88,387 in respect of the year ended 31 December 2009 (2008
£87,030) The fee 1s payable at a rate of 0 3% per annum of
gross funds raised plus VAT uphfted in hine with the retail price
index since the commencement of the contract

VCT status monitoring

The VCT appointed PricewaterhouseCoopers LLP to advise on 1ts
comphance with the leqistative requirements relating to VCTs.
PricewaterhouseCoopers review new investment opportunities
as appropnate and carry out regular reviews of the VCT's
investment portfolio

Auditors

PKF {UK) LLP ("PKF") were re-appointed as auditors of the VCT
during the year and have expressed their willingness to continue
in office. Resolutions to re-appoint PKF and to authorise the
Directors to determine their remuneration will be proposed at
the forthcoming Annual General Meeting

The Board, advised by the Audit Committee, has agreed with PKF
to extend the appointment of the reporting partner, Rosemary
Clarke, for a further two years. It 1s the Board's view that this will
safeguard audit quality as a result of the impending changes in
the Board and the merger discussions currently taking place with
Matrix Income & Growth VCT 3 plc.

The non audit services provided by PKF relate to the provision of
tax complance work and a review of the Half-Yearly Report The
Directors consider the auditors were best placed te provide these
services. The Audit Committee reqularly reviews the nature and
extent of the non-audit services provided to ensure that auditor
independence 1s maintained

Auditors' right to information

So far as the Directors are aware, there is no relevant audit
information of which the auditors are unaware They have
individually taken all the steps that they ought to have taken as
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Directors In order to make themselves aware of any relevant
audit information and to estabhsh that the VCT's auditors are
aware of that information

Financial instruments

Note 20 on pages 43-49 provides a definition of the financial
instruments used by the VCT The main nsks ansing from the
VCT's finanaal instruments are due to fluctuations in market
prices and nterest rates, credit risk and Irquidity nsk. The Board
regularly reviews and agrees policies for managing these nisks,

Substantial interests

As at 16 March 2010 the VCT had not been notified of any
beneficial interest exceeding 3% of the 1ssued share caprtal

Creditors' payment policy
The VCT's policy is to pay all creditors’ invoices within 30 days of

the invaice date unless otherwise agreed At 31 December 2009
the average credit pertod for trade credrtors was 12 days.

Employees
The VCT does not have any employees except for its directors.

Environmental and social responsibility

The Board seeks to conduct the Company's affairs responsibly
and considers relevant social and environmental matters when
appropriate, particularly with regard to investment decisions.
The Company uses mixed sources paper from well-managed
forests and recycled wood and fibre as endorsed by the Forest
Stewardship Council for the printing of its Annual and Half-
Yearly Reports.

Authorisation of conflicts of interest

The Directors were granted the authority to authonse conflicts
or potential conflicts of interest under the 2006 Act at the
Annual Ceneral Meeting of the Company held on 16 May 2008
Since implementation of these new statutory requirements on 1
October 2008, they have exercised this authority in accordance
with the Company's Articles of Association effectively following
the procedures set out therein Where any of the Directors have
an Interest in other VCTs that are also managed by Matrix
Private Equity Partners these are disclosed on page 13 and on
pages 23-24 of the Corporate Governance Statement
Accountahility and audit

The Statement of Directors’ Responsibilities in respect of the
accounts ts set out on pages 27 of this Annual Report

The report of the independent auditors is set out on page 28 of
this Annual Report

The Board reguiarly reviews and monitors the externat auditor's
independence and objectivity As part of this it reviews the
nature and extent of services supplted by the auditors to ensure
that independence 1s maintained
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Directors’ and officers’ labihity insurance

The Company maintains a Directors' and Officers’ Liability
insurance policy The policy does not provide cover for
fraudulent or dishonest actions by the Directors.

Going concern

The Directors believe that it 1s appropniate to continee to adopt
the gowng concern basis 1n prepanng the accounts as the
Company has adequate financial resources to continue In
operational existence for the foreseeable future.

Post balance sheet events

The Directors announced on 9 February 2009 that the Board
had reached agreement in pnnciple with the board of Matnix
income & Growth 3 VCT pic ("MIG3 VCT") to merge the two
Companies, subject to approval by Shareholders. The intention 1s
that the proposed merger will be completed pursuant to a
section 110 scheme of reconstruction under the Inselvency Act
1986 by transferring the assets and habilities of MIG3 VCT te
the Company in consideration for new shares in the Company to
be I1ssued to MIG3 VCT shareholders on a relative net asset value
basis. it 1s estimated that the merger costs will be approxamately
£250,000n total, such costs to be shared by both companies.

The Directors are in the process of finalising formal proposals fer
the merger which should be circulated to Shareholders shortly

Annual General Meeting

A notice for the Annual General Meeting of the VCT to be held
at 11 00 am on 12 May 2010 at One Vine Street, London W1J
0AH s set out on pages 52 54 of this Annual Report A proxy
form 1s enclosed separately with Shareholder's copies of this
Annual Report

The notice of the meeting includes a resolution to re-appoint
Bridget Guénn as a Duector and bref biographical details of
Bridget are published on pages 13 of this Annual Report

Authorities for the Directors to allot shares (Resolution
6) and the disapplication of pre-emption nghts
{Resolution 7) under sections 551 and 570(1) of the
2006 Act

These two resolutions grant the Directors the authonty to allot
shares for cash to a imited and defined extent otherwise than
pro rata to existing Shareholders,

Resolution 6 will enable the Directors, pursuant to section 551 of
2006 Act, to allot up to an aggregate nominal amount not
exceeding £67,912 representing approximately one-thurd of the
existing issued share capital of the Company as at the date of
the Natice of the Meeting The Company does not currently hold
any shares as treasury shares This resolution 1s proposed as an
ordinary resolution

Under Section 561(1) of the 2006 Act, If the Directors wish to
allot any new shares for cash they must first offer such shares to
existing shareholders \n proportion to thewr current holdings
Resolution 7 will enable ths requirement to be disapplied,
pursuant to section 570(1} of the 2006 Act, 1n the specic
circumstances named in the Resolution These are n relation to
a rghts issue, any dvidend investment scheme that may be
introduced by the VCT in the future, to fund a buy-back of shares
by the Company and also pursuant to any future “top up” offer
of no more than 5 per cent of the issued share capital at the date
of the AGM This resolution 1s proposed as a special resolution

Both of these authonties, unless previously renewed or revoked,
will expire on the conclusion of the Annual General Meeting of
the VCT to be held in 2011 orif earlier 11 August 2011 except
that the Directors may allot securrties after this date n
pursuance of offers or agreements made prior to the expiration
of these authonities

Both resolutions generally renew previous authorities approved
on 6 May 2009 The Directors have no immediate intention of
exercising these powers.

Authority to purchase the VCT's own shares (Resolution 8)

This resolution authonses the VCT to purchase its own shares
pursuant to section 701 of the 2006 Act The authonty 1s imited
to a maximum number of Ordinary Shares egual to 3,053,990
representing 14 99% of the sssued share capital at the date of
the Notice of the Meeting and will expire at the conclusion of the
Annual General Meeting of the VCT to be held in 2011 or f
earlier 11 August 2011 The maximum price (exclusive of
expenses) which may be paid for an Ordinary Share will be the
amount that 15 not more than the higher of (1) 5% above the
average of the middle market quotations for Ordinary Shares as
denved from The Londen Stock Exchange Daily Official List for
the five business days immediately preceding the purchase and
() the pnce stipulated by Article 5(1) of the Buy back and
Stablisation Regulations 2003 (EC 2273./2003) The mtmimum
price which may be paid 1s one penny per share, 1e the nominal
value of the shares,

Market Iiqudity in VCTs 15 normally very restricted The passing
of this resolution will enable the VCT to purchase its own shares
thereby providing a mechanism by which the VCT may enhance
the liquidity of its shares and seek to manage the level and
volatility of the discount to NAV at which its shares may trade.

1t 15 the Directors’ intention to cancel any shares bought back
under this authonty Shareholders should note that the Directors
do not intend to exercise this authority unless to do so would
resultin an increase in net assets per share which would be in the
interests of Shareholders generally This reselution 1s proposed
as a special resolution
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Adoption of new articles of association - Explanatory
notes of principal changes (Resolution 9) )

Under Resolution 9 it 1s proposed that new articles of
association of the Company {*New Articles™} will be adopted in
substitution of the current articles of assooiation of the
Company (“Current Articles”) to reflect the changes in company
law brought in by the Companies Act 2006 The key changes
reflected in the New Articles are set out below

1.

18

Articles which duplicate statutory provisions

Provisions in the Current Articles, which replicate provistons
contained in the Companies Act 2006, are m the mamn
amended to bring them into hine with the Companies Act
2006

Form of resolution

The Current Articles contain a provision that, where for any
purpose an ordinary resolution is required, a special or
extraordinary resolution 1s also effective and that, where an
extraordinary resolution 15 required, a special resolution 1s
also effective. This provision s being amended, as the
concept of extraordinary resolutions has not been retained
under the Companies Act 2006

The Current Articles enable members to act by written
resolution Under the Companies Act 2006 public
companies can no longer pass written resolutions. These
provisions are therefore being removed in the New Articles

Vanation of class nghts

The Current Articles contain provisions regarding the
vanation of class rights. The proceedings and specific
quorum requirements for a meeting convened to vary class
nghts are contained in the Companies Act 2006 The
relevant provisions are therefore being amended in the New
Articles.

Conveming extraordinary and annual general meetings
The prowisions in the Current Articles dealing with the
convening of general meetings and the length of notice
required to convene general meetings are being amended to
conform to new prowvisions in the Companies Act 2006 In
particular an extraordinary general meeting to consider a
special resolution can be convened on 14 days' notice
whereas previously 21 days’ notice was required

Age of directors on appointment

The Current Articles contain a provision requinng a
director’s age to be disclosed if he has attatned the age of 70
years or more n the notice conventng a meeting at which
the director 1s proposed to be elected or re-elected Such
provision could now fall foul of the Employment Equality
{(Age) Regulations 2006 and so 1s being removed from the
New Articles.
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6. Notice of board meetings

Under the Current Articles, when a director 1s abroad he can
request that notice of directors’ meetings are sent to huim at
a specified address and if he does not do so he is not entitled
to recewve notice while he 1s away This provision 1s being
removed, as modern communtcations mean that there may
be no particular obstacle to giving notice to a director who is
abroad It s being replaced with a more general provision
that a director ts treated as having waived his entitlement to
notice, unless he supplies the Company with the information
necessary to ensure that he receives notice of a meeting
before it takes place.

7. Records to be kept
The provision in the Current Articles requinng the Board to
keep accounting records 1s being removed as this
requirement 1s now contatned in the Companies Act 2006

8 Dustribution of assets otherwise than in cash

The Current Articles contatn provisions deahng with the
distnibution of assets in kind in the event of the Company
going into hquidation These provisions are being removed
i the New Articles on the grounds that a provision about
the powers of liquidators 1s a matter for insolvency law
rather than the articles and that the Insclvency Act 1986
confers powers on the hquidator which would enable it todo
what Is envisaged by the Current Articles.

9 Electronic and web communications
Provisions of the Companies Act 2006 came nto force 1n
January 2007 to enable companies to communicate with
members by electronic and/or website communications,
The New Articles will continue to allow communications to
members in electronic form and, in addition, they will also
permit the Company to take advantage of the new
provisions relating to website communications. Before the
Company can communicate with a member by means of
website communication, the relevant member must be
asked indwdually by the Company to agree that the
Company may send or supply documents or information to
him by means of a website, and the Company must erther
have received a positive response of have received no
respanse within the pened of 28 days beginning with the
date onwhich the request was sent. The Company will notify
the member (either 1n writing, or by other permitted means)
when a relevant document or information 1s piaced on the
website and a member can always request a hard copy
version of the document or informatson
10 Directors' iIndemnities and loans to fund expenditure

The Compames Act 2006 has n some areas widened the
scope of the powers of a company to indemmify directors and
to fund expenditure incurred in connection with certain
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actions against directors. In particular, a company that is a
trustee of an occupational pension scheme can now
mdemnify a director aganst ability incurred in connection
with the company’s activities as trustee of the scheme. tn
addition, the existing exemption allowing a company to
provide money for the purpose of funding a director's
defence 1n court proceedings now expressly covers
regulatory proceedings and applies to associated companies.
The New Articles wili also provide that a director can vote
and form part of the quorum when the board 1s considenng
whether to indemmify him or fund his expenditure pursuant
to the powers in the New Articles

11 The Company's objects

The provisions regulating the operations of the Company are
currently set out in the Company’s memorandum and articles
of association The Company's memorandum contains,
among other things, the objects clause which sets out the
scope of the activities the Company s authonsed to
undertake This s drafted to give a wide scope

The Companies Act 2006 significantly reduces the
constitutional significance of a company’s memorandum The
Companies Act 2006 provides that a memorandum will
recard only the names of subscribers and the number of
shares each subscriber has agreed to take in the company
Under the Companies Act 2006 the objects clause and all
other provisions which are contained 'n a company's
memorandum, for existing companies at 1 October 2009, are
deemed to be contained in the company's articles of
assouation but the company can remove these provisions by
special resolution

Further the Companies Act 2006 states that unless a
company’s articles provide otherwise, a company’s objects are
unrestricted This abolishes the need for companies to have
obyjects clauses. For this reason the Company 15 proposing to
remove Its objects clause together with all other provisions of
its memorandum which, by wirtue of the Companies Act
2006, are treated as forming part of the Company’s articles of
assoclation as of 1 October 2009 Resolution 9 will confirm
the removal of these provisions for the Company As the
effect of this resolution will be to remove the statement
currently in the Company's memorandum of assouation
regarding limited l1abiiity, the New Articles will also contain
an express statement regarding the [imited lability of
shareholders.

13 Change of name

Under the Companies Act 1985, a company could only
change 1ts name by special resolution Under the Companies
Act 2006 a company will be able to change 1ts name by
other means provided for by its articles. To take advantage of
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this provision, the New Articles wiil enable the directors to
pass a resolution to change the Company's name,

Authorised share capital and unissued shares

The Companies Act 2006 abolishes the requirement for a
company to have an authonsed share capital and the New
Artictes will reflect this. Dizectors will still be imited as to the
number of shares they can at any time allot because
allotment authonty continues to be required under the
Companies Act 2006, save in respect of employee share
schemes.

Redeemable shares

Under the Compantes Act 1985, if a company wished to
1ssue redeemable shares, 1t had to include in its articles the
terms and manner of redemption The Companies Act 2006
enables directors to determine such matters instead
provided they are so authonsed by the articles. The New
Articles will contain such an authonsation The Company
has no plans to issue redeemable shares but f it did so the
directors would need shareholders” authority to issue new
shares in the usual way

Use of seals

Under the Compames Act 1985, a company required
authonty in its articles to have an official seal for use abroad
Under the Companmies Act 2006, such authonty will no
longer be required Accordingly, the relevant authorisation is
being removed in the New Articles.

The New Articles will prowide an alternative option for
executron of documents {other than share certificates)
Under the New Articles, when the seal 15 affixed to a
document it may be signed by one autherised person in the
presence of a witness, whereas previously the requirement
was for signature by either a director and the secretary or
two directors or such other person or persons as the directors
may approve

Suspension of registration of share transfers

The Current Articles permit the directors to suspend the
registration of transfers. Under the Companies Act 2006
share transfers must be registered as soon as practicable
The power in the Current Arttcles to suspend the regsstration
of transfers 1s inconsistent with this requirement
Accordingly, this power 1s being removed in the New Articles.

Vacation of office by directors

The Current Articles speafy the circumstances in which a
director must vacate office. The New Articles are updating
these provisions to reflect the approach taken on mentat and
physical incapacity n the model articles for public
companies produced by the Department for Business,
Innovation and Skills,
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Voting by proxies on a show of hands

The Shareholders’ Rights Regulations have amended the
Companies Act 2006 so that it now provides that each proxy
appointed by a member has one vote on a show of hands
unless the proxy 1s appointed by more than one member in
which case the proxy has one vote for and one vote against
if the proxy has been instructed by one or more members to
vote for the resolution and by one or more members to vote
against the resolution The Current Articles are being
amended to reflect these changes.

Voting by corporate representatives

The Sharehoiders’ Rights Regulations have amended the
Companies Act 2006 n order to enable multiple
representatives appointed by the same corporate member to
vote in different ways on a show of hands and a poll The
New Articles witl contain prowvisiens that reflect these
amendments,

Electronic conduct of meetings

Amendments made to the Companies Act 2006 by the
Shareholders’ Rights Regulations specifically provide for the
helding and conducting of electronic meetings. The Current
Articles are being amended to reflect more closely the
relevant provisions.

Chairman's casting vote

The New Articles will remove the provision giving the
chairman a casting vote in the event of an equality of votes
as this 1s no longer permitted under the Companies Act
2006

Notice of general meetings

The Shareholders' Rights Regulations amend the Companies
Act 2006 to require the company to give 21 clear days’
notice of general meetings unless the company offers
members an electromc voting facility and a speaal
resolution reducing the period of notice to not less than 14
days has been passed Annual general meetings must be
held on 21 clear days’ notice. The New Articles will amend
the provistons of the Current Articles to be consistent with
the new requirements,

Adjournments for lack of quorum

Under the Companies Act 2006 as amended by the
Shareholders' Rights Reguiations, general meetings
adjourned for lack of quorum must be held at least 10 clear
days after the onginal meeting The Current Articles are
being changed to reflect this requirement.

Voting record date

the time for the holding of the meeting, not taking account
of days which are not working days. The Current Articles are
being amended to reflect this requirement.

26 Life of the Company

In order for the future of the Company to be considered by
the members and as an extension vote in refation to the
Company was, under the current articles, due to be held at
next year's AGM, the current articles are being amended so
that under the new articles the Board shall now propose a
resolution in relation to the future of the Company at the
annual general meeting of the Company falling after the
later of (i) 31 December 2015 and (i) the fifth anniversary of
the last allotment of shares in the Company and thereafter
at five yearly intervals.

27 Generat
Generally the cpportunity ts being taken to bnng clearer
language nto the New Articles and in some areas to
conform the language of the New Articles with that used in
the model articles for public companies produced by the
Department for Business, Innovatior and Skills.

Notice of general meetings (Resolution 10)

Changes made to the 2006 Act by the Shareholders’ Rights
Regqulations have increased the notice period required for
general meetings of the Company, other than annual general
meetings, from 14 days to 21 days unless Shareholders approve
a shorter notice period, which cannot be less than 14 clear days.
Under the Act annual general meetings will continue to be held
on at least 21 clear days' notice. Resolutron 10, which will be
proposed as a special resolution, will enable general meetings
other than annual general meetings to be called on not fess than
14 clear days' notice provided the Company meets certain
requirements for electronic voting

The Directors do not expect to use the reduced notice unless It
will bring a signtficant benefit to the Company The approval will
be effective until the Company's next annual general meeting,
when it s intended that a simiiar resolution will be proposed

The Directors consider that each of the resolutions 1s in the best
mterests of the Company and 1ts Shareholders as a whole and
accordingly recommends all Shareholders to vote in favour of all
the resolutiens as they propose to do n respect of thewr own
holdings of shares.

By order of the Board ’

Under the Companies Act 2006 as amended by the‘" Matrix-Secunties Limited

Shareholders' Rights Regulations the company must
determine the nght of members to vote at a general meeting
by referenice to the register not more than 48 hours before
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Company Secretary
16 March 2010
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Directors' Remuneration Report

This Report has been prepared by the Directors in accordance
with the requirements of Schedule 8 of the Large and Medium-
sized Companies and Groups (Accounts and Reports)
Regulations 2008 A resolution to approve the Report will be
proposed at the Annual General Meeting to be held on 12 May
2010 The Company's audstors are required to give thetr opinion
on the specified information provided on Directors’ emoluments
and thisis explained further in their report to Shareholders on
page 28

Remuneration committee

The remuneration of indiwidual Directors s determined by the
Nominations and Remuneration Comruttee The Committee
comprises three Directors, Keith Niven (Chairman), Christopher
Moore and Tom Sooke all of whom the Board considers to be
independent from the Investment Manager It meets at least
once a year and makes recommendations to the Board within its
terms of reference, Its duties include responsibility for reviewing
the remuneration of the Directors and the appropriateness and
relevance of the remuneration pelicy The Committee has
access to mdependent advice where it considers it appropnate
However, ng such advice was taken dunng the year under
review

Remuneration policy

The remuneration policy 15 set by the Board When considering
the level of Directors’ fees, the Nominations and Remuneration
Committee 15 directed to take account of remuneration levels
elsewhere in the Venture Capital Trust industry and other
relevant information It considers the levels and make-up of
remuneration which are sufficient to attract, retain and
motivate directors of the quality required to run the Company
successfully and reflect the time commitment and
responsibilities of the roles.

The Company's Articles of Association limit the total amount
that can be paid to the Directors in fees to £100,000 per
annum With effect from 1 july 2008, the Directors fees were
increased to £23,000 {Charman), £17,000 {non executive
director), £3,000 supplement paid to the Chairmen of the Audit
and Investment Committees. The Directors have also agreed
that with effect from 1 January 2009 they will be responsibie
for meeting therr own individual expenses of attending
meetings. Details of the Directors’ remuneration are disclosed
on following page and in Note 6 on page 36

It 1s not considerad appropriate at the current time to relate any
portion of the fees paid to the Directors, who are all non
executive, to performance However, under an Incentive
Agreement dated 9 July 2004 the Company will pay an
rncentive fee to the Investment Manager and to the Promoter
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For further information on the incentive fee and on Bndget
Guérin's connection to Matrix Group Limited please see Notes 4
and 23 respectively of the Notes to the Accounts on pages 36
and 50 The Directors do not have any plans to introduce any
further incentive schemes at the present time and will seek
Shareholder approval for any such schemes should they be
praoposed in the future,

It 1s intended that this policy will continue for the year ended 31
December 2010 and subsequent years.

Terms of appointment

All of the Directors are non-executive The Articles of
Association provide that Directors may be appointed either by
an ordinary resclution of the Company or by the Board provided
that a person appointed by the Board shall be subject to re-
election at the first Annual General Meeting following their
appomtment. Subject to the prewisions of the Companies Act
2006, one-third of the Directors retire from office by rotation at
each Annual General Meeting, or if ther number 15 not a
multiple of three, the number nearest to but not greater than
one-third The Director retinng at each Annual General
Meeting shall be the Director who has been lengest in office
since ther last re election

A {i) service agreement and a {I)) consultant’s agreement were

separately entered into on 1 October 2008 between {1} the
Company and Tom Sooke and {u) the Company and a company
controlled by Tom Socke Each of the agreements may be
terminated by erther party by gving not less than three months
notice in writing The employment under the service agreement
i5 on a continuous basis and the consultant’s agieement s
subject to review after twelve months. The service agreement
does not make any provision for compensation payable for loss
of office. The remaining Directors have received a formal letter
of appointment setting out the terms of their appointment, the
powers and duties of Directors and the fees pertaining to the
appointment Appomtment letters for new Directors will In
future contain an assessment of the anticipated time
commutment of the appointment and Directors will be asked to
undertake that they will have sufficient time to meet what 15
expected of them and to disclose their other sigmificant time
commitments to the Board before appointment A Director's
appomtment may be terminated on three months' notice being
given by the Company No arrangements have been entered into
between the Company and the Directors to entitle any of the
Directors to compensation for lossof office None of the Directors
recewve pension benefits from the Company and the Company
has not granted any Director any options aver the share capitat
of the Company
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Directors’' Remuneration Report

Directors’ emoluments  (audited mformation)

The total emcluments in respect of qualifying services of each
person who served as a Director during the year are as set out
in the table below The Company does not have any schemes in
place to pay any of the Directors bonuses or benefits in addition
to their Directors’ fees.

Total directors' fees

Year ended Year ended

31 December 2009  31December 2008

£ £

Keith Niven 23,000 21,500
Bridget Guérin 17,000 16,000
Christopher Moore 20,000 18,750
Tom Sooke 20,000 18,750
Total 80,000 75,000

The Directors received no further emoluments in respect of
their services Aggregate fees in respact of qualifying services
for all Directors amounted to £80,000 (2008 £75,000) Fees
patd to Chnstopher Moore and Tom Socke include an
additional £3,000 pa (£2,500 untid 30 June 2008} for
Chairmanship of the Investment Commitiee and Audit
Committee, respectively

Total shareholder return

The following graph charts the total cumulative sharehalder
return of the Company (assuming all dividends are re-invested)
since the Ordinary Shares were first admitted to the Official List of
the UK Listing Authonity on 8 Qctober 2004 compared with the
total cumulative returns of the FTSE All-Share, SmallCap and the
All-Share AM Indices. These indices represent broad equity
market indices against which investors can measure the
performance of the Company and are appropriate indices against
which to measure the Company's performance over the medium
to long term

The total returns have each been re-based to 100 pence An
explanation of the recent performance of the Company 1s given
i the Chairman’s Statement and the Investment Manager's
Review

The net asset value (NAV) total shareholder return for the
Company has been shown separately on the graph because the
Directors beheve that for a very long term investment such as a
VCT, this represents a fairer reflection of the Company's long
term value than the share price. The NAV total shareholder
returnt has been re-based to 94 5 pence which 1s equivalent to
the opening NAV per share of the Company

Total cumulative shareholder return since launch compared with the total return of the
FTSE All-Share, Small Cap and All-Share AiM Iindices
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By arder of the Board

Matrix-Securities Limited
Company Secretary

16 March 2010
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Corporate Governance Statement

The Company 1s a member of the Association of Investment
Compantes (AIC) and the Directors have adopted the AIC Code of
Corporate Governance 2009 ("the AIC Code”) for the financal
year ended 31 December 2009 The AIC Code was endorsed by
the Financial Reporting Council {FRC) on 3 February 2006, and
20 February 2008 n respect of the 2009 edition The FRC has
confirmed that in complying with the AIC Code, the Company will
meet its abligations n relatton to the FRC Combined Code on
Corporate Governance 2008 ("the Combined Code") and
paragraph 9 8 6 of the Listing Rules.

The Board considers that reporting against the principles
and recommendattons of the AIC Code, and by reference to
the AIC Code (which incorporates the Combined Code),
will provide better information to Shareholders The AIC
Code 1s avalable online at wwwtheaic co uk/Documents/
Techncal/AlCCodeofCorporateGovernanceMarch2009 pdf

This statement has been compifed in accordance with the FSA's
Disclosure and Transparency Rule {DTR) 7 2 on Corporate
Covernance Statements

Comphance with the Combined Code

There are certain areas of the Combined Code that the AIC
believes are not relevant to investment companies, and with
which the Company does not spectfically comply, and for which
the AIC Code provides dispensation These areas are the role of
the chief executive, executive directors’ remuneration, and the
need for an internal audit function

As an externally managed investment company, the Company
does not employ a chief executive nor any executive directors.
The systems and procedures of the Investment Manager and the
Admunistrator, the provisien of VCT monitoring services by
PricewaterhouseCoopers LLP, as well as the size of the Company's
operations, give the Board full confidence that an internal audit
function 1s not necessary The Company 1s therefore not reporting
further in respect of these areas.

The Board

The Company has a Board of four non-executive Directors. The
Board meets at least quarterly and 1s in regular contact with the
Investment Manager between these meetings. The Board held
six formal meetings dunng the year The four quarterly Board
meetings were each attended by all four directors The Board met
informally on other occasions.

All the Directors are equally responsible under the law for the
proper conduct of the Company's affaws In addition, the
Directors are responsible for ensuring that thewr polictes and
operations are in the best interests of all the Company's

Sharehotders and that the best interests of creditors and
suppliers to the Company are properly considered

As 15 common practice among Venture Capital Trusts, the
Directors are not appointed for fixed terms, as the AIC Code
requires. However, they are subject to re-election by Shareholders
at approximate intervals of three years, and each Director's
appointment may be terminated on three months notice being
given by the Company Further information 1s given in the
Remuneraticn Report With regard to tenure, the Board does not
believe that length of service, by itself, leads to a closer
relationship with the Investment Manager or necessartly affects
a Director’s independence of character or judgmant. Thus, the
independence of Directors wall continue to be assessed on a case
by case basis (see below) Nonetheless, in accordance with the
provisions of the Combined Code, any Director who has served for
more than nine years will thereafter be subject to annual re-
election by Shareholders. None of the Directors has presently
served for nine years or more

The AIC Code states that directors who sit on the boards of more
than one company managed by the same manager will not be
regarded as independent for either the purpose of fulfilling the
requirement that there must be an independent majonty or for
serving as chairman The Company has a common Board with
Matrx Income & Growth 3 VCT plc and therefore does not
currently comply with this provision However, if the proposals to
merge with Matrnx lncome & Growth 3 VCT plc to be put to
shareholders of both Companies at the forthcoming AGMs are
accepted this requirement will be met before 1t becomes
mandatory under the Listing Rules in September 2070
Chnistopher Moare, who 15 also a Director of Matnix Income &
Growth 4 VCT plc and The Income & Growth VCT plc, intends to
resign from the Board at the time of the merger i order to
comply with this provision of the AIC Code and the Listing Rules.

tn respect of the year under review and in the interim, the Board
has considered whether each Director I1s independent mn
character and judgment and whether there are any relationships
or arcumstances which are likely to affect, or could appear to
affect, the Directors’ judgment and has concluded that all of the
Directors are independent of the Investment Manager with the
exception of Bndget Guénn In particular, it has concluded that
Chnistopher Moore's directorships of Matnx Income & Growth 3
VCT ple, Matrnix Income & Growth 4 VCT plc and The Income &
Growth VCT plc, Keith Niven's Chairmanship of Matrix Income &
Growth 3 VCT plc and Tom Sooke's directorship of Matnix Income
& Crowth 3 VCT plg, all of which are also managed by Matrix
Private Equity Partners LLP, do not matenaily prejudice the
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independence of the Directors concerned n respect of the
Combined Code as re-stated in principle 2 of the AIC Code.
8ridget Guénn’s interest in the agreements for the provision of
investment management services and administration services
are detailed i fuil in Note 23 of the Notes to the Accounts on
page 50 on related party transactions.

The Board assessed the wndependence of the Chairman on
appomntment and concluded that he fully met the independence
critena as identified in the Combined Code, as re-stated
principle 1 of the AIC Code. The Chairman alse chairs Matrix
income & Growth 3 VCT plc and accardingly the requirement
that the Chairman should not serve on any other boards of an
investment company managed by the same manager has not
been met. However, the Board considers that the Chairman's
independence has not been matenally prejudiced As
recommended by the AIC Code, the Directors monitor the
continuing independence of the Chairman and inform the
Chairman of their discussions.

For the reasons described above, and bearing in mind the
relationships referred to, the Board has no hesitation In
emphasizing the personal integrity, expertence and
professionalism of the individual directors and theiwr overall
independence n character and judgment

The Board places great emphasis on the requirement for the
Directors to disclose thewr interests in tnvestments {and potential
investments) and has instigated a procedure whereby a Director
declaning such an interest does not participate in any decisions
relating to such investments. For the year under review, none of
the Directors was a director of or had any other interest in any
Investee compantes.

The Board has appointed Tom Socke as the Senior Independent
Director

The Board has agreed a schedule of matters specifically reserved
for decision by the Board These include compliance with the
requirements of the Companies Act, the UK Listing Authority
and the London Stock Exchange, changes to the Company's
capital structure or its status as a plc, Board and committee
appointments as recommended by the Nominations and
Remuneration Committee and terms of reference of committees,
and matenal contracts of the Company and contracts of the
Company not in the ordinary course of business.

The pnimary focus at each quarterly Board meeting 1s overall
strategy and a review of investment performance. The Board
meonitors the investments made by the Investment Manager to
ensure that the overall investment portfolio 15 1n line with the

24 Matrix Income & Growth VCT plc |  Report and Accounts |

Company's Investment Policy The Board also considers peer
group performance, asset allocation and wider industry and
economic 1ssues in reviewing investment performance and
strategy

A procedure has been adopted for indwvidual Directors, in the
furtherance of their duties, to take ndependent professional
advice at the expense of the Company The Directors have access
to the adwice and services of the Company Secretary who 1s
responsible to the Board for ensuring board procedures are
followed Both the appointment and removal of the Company
Secretary are matters for the Board as a whole, Where Directors
have concerns about the running of the Company or about a
proposed action which cannot be resolved, they are asked to
ensure that their concerns are recorded 1n the Board minutes. On
resignation, a Director who has any such concerns should
provide a wntten statement to the Chairman for airculation to
the Board The Board has satisfied itself that each of its
Committees has sufficient resources to undertake thewr duties.

A formal traning programme has not been required duning the
year under review as all the Directors are experienced directors
of histed companies.

The effectiveness of the Board and of the Chatrman is reviewed
regularly as part of the internal control process led by the Audit
Commuttee. The Board has continued to implement an annual
performance evaluation review dunng the year ended 31
December 2009

The Directors were subject to election by Shareholders at the
first Annual General Meeting after their appointment, and retire
by rotation thereafter For further details please see the
Directors’ Remuneration Report on pages 21-22

Bridget Guénn has been nominated for re-election to the Board
at the forthcoming AGM Her contnbution to the Board is highly
regarded and respected and the Board has no hesitation in
recommending her re-election to Shareholders.

Board committees

The Audit Committee comprises three Directors Tom Socke
{Chairman), Chnistopher Moore and Keith Niven The Committee
meets at {east twice a year to review the half-yearly and annual
financial statements before submission to the Board, and meets
with the independent auditors at least once duning each year
The Committee makes recommendations to the Board on the
appointment, re-appointment and removal of the external
auditors. It 1s responsible for monttoning the effectiveness of the
Company's internal control systems and for reviewing the scope
and results of the audit and ensuring its cost effectiveness. The
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Audit Commettee held two formal meetings during the year with
full attendance from each of the three Directors and has met
informally on other occasions.

The Management Engagement Committee comprises three
Drrectors Keith Niven {Chairman), Chnstopher Moore and Tom
Sooke The Committee meets at least annually to review the
Company's contracts with its service providers and at other times
as and when necessary The Commuttee met once duning the year
under review with all three of the Directors in attendance.

The Nominations and Remuneration Committee compnises three
Directors Keith Niven (Chairman), Christopher Moore and Tom
Sooke. All members of the Committee are considered to be
independent of the Investment Manager The Committae meets
at least once a year and 15 responsible for proposing candidates
for appointment to the Board and for reviewing the
remuneration policy to ensure that it reflects the duties,
responsibilities and value of time spent by the Directors on the
business of the Company and makes recommendations to the
Board accordingly The Committee held one formal meeting
during the year with all three directors in attendance and met
informally on other occasions. Appointment letters for new
directors will include an assessment of the expected time
commitment for each Board position and new directors wilf be
asked to give an indication of their other significant time
commitments

The Investment Committee compnses all four Drrectors
Chnstopher Moore {Chairman), Bndget Guénn, Keith Niven and
Tom Sooke, The Committee meets as necessary to discuss and, if
appropriate, to approve investment recommendations from the
Investment Manager The Committee held four formal meetings
during the year which were fully attended by ail the Directors
and met informally on other occasions. The Committee and the
Investment Manager endeavour to operate in a supportive, co
operative and open environment and the Committee regularly
reviews the performance of the Investment Manager and agrees
policies with the Investment Manager on key operational
matters The Board, assisted by the Nominations &
Remuneration Committee, has reviewed the committee
structure of the Company in the hight of Christopher Moore’s
forthcoming retirement from the Board It has been decided that,
with effect from his retirement, the fulf Board will assume the
duties of the Investment Committee and that Tom Sooke will
have speuific responsibility on the Board for investment matters.

All of the above Committees have wnitten terms of reference,
which detait their authonty and duties. Shareholders may obtain
copies of these by making a written request to the Company
Secretary or via the Company's website www migvct co uk
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Internal control

The Board acknowledges thatitis respensible for the Company's
system of internal control Intemal control systems are designed
to manage the particular needs of the Company and the nisks to
which 1t 15 exposed and can by their nature only provide
reasonable and not absolute assurance against matenal
misstatement or loss.

The tnternal control systems aim to ensure the maintenance of
proper accounting records, the reliability of the financial
information used for publication and upon which business
decisions are made, and that the assets of the Company are
safeguarded The financial controls operated by the Board
include the authonsatton of the vestment strategy and regular
reviews of the financial results and investment performance

The Board has put in place procedures for identifying, evatuating
and managing the significant nsks faced by the Company As
part of this process an annual review of the control systems 15
carried out 1n accordance with the Turnbull guidelines for
internal control The review covers a consideration of the key
business, operaticnal, comphance and financial nsks facing the
Company Each nisk 1s considered with regard to the controls
exercised at Board level, reporting by service prowviders, controls
relied upon by the Board, exceptions for consideration by the
Board, responsibilities for each nisk and its review penod, and nisk
rating As part of this process, investment nisk 1s spread by means
of a diverse investment portfolio, which 15 described 1n more
detail in the Investment Manager's Review on pages 5-10

The Board has delegated, contractually to third parties, the
management of the investment portfolio, the custodial services
{the safequarding of the documents of title of the Company's
assets), the day-today accounting, company secretanal and
administration requirements and the registration services. Each
of these contracts was entered nto after full and proper
consideration by the Board of the quality and cost of services
offered, including the financial control systems in eperation n so
far as they relate to the affars of the Company The Board
receives and considers regular reports from the Investment
Manager and the other serace providers as appropriate, in
addition to ad hoc reports and information which are supplred to
the Board as required It remains the responsibility of the Board
to keep under review the terms of the investment Adwisory
Agreement with the Investment Manager The Directors carry
out an Annual Review of the performance of and contractual
arrangements with the Investment Manager The Board agrees
polictes with the Investment Manager covering key operational
1SSUes.
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Corporate Governance Statement

Thus system of internal controls and the procedure for the review
of control systems referred to above has been n place and
operational throughout the year under review and up to the
date of this Report The assessment of the effectiveness of
mternal controls in managing risk mcluded consideration of
reports from the relevant service providers. The last review took
place on 10 March 2010 The Board has not identified any Issues
with the Company's internal control mechanisms that warrant
disclosure in the Annual Report.

The Board, assisted by the Audit Committee, carnes out separate
assessments tn respect of the Annual and Half-Yearly Reports
and other published finanoal information As part of these
reviews, the Board appraises all the relevant nsks ensuing from
the internal control process referred to above. The main aspects
of the internal controls which have been in place throughout the
yeatr in relation to financial reporting are

- The valuations prepared by the Investment Manager are
entered into the accounting system and reconciled by the
Administrator Controls are in place to ensure the effactive
segregation of these two tasks,

- Independent reviews of the valuations of investments within
the portfolio are undertaken quarterly by the Board and
annually by the external auditors,

- Bank and money-market fund reconciliations are carried out
monthly by the Administrator,

- The information contained in the Annual Report and other
finanaal reports 1s reviewed separately by the Audit
Commuttee prior to consideratton by the Board, and

- The Board reviews all financial nformation prior to
publication

Cirectors’ remuneration

A Directors’ Remuneration Report, prepared in compliance with
the Directors’ Remuneration Report Regulations 2002, s
contained on pages 21-22 of this Annual Report.

Investor relations

The Company communicates with Shareholders and solicits ther
views where it 1s appropriate to do so Shareholders are welcome
at the Annual General Meeting which provides a forum for
Shareholders to ask questions of the Directors and to discuss
1ssues affecting the Company with them The Board takes
account of Shareholders comments and questions at general
meeting Shareholders may contact the Senior tndependent
Director, Tom Socke, if they have concerns which contact through
the Chairman or lnvestment Manager has failed to resolve or for
which such contact 15 inappropriate. Please see Shareholder
information on page 51 for contact details.
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The Board as a whole approves the content of its
communications to Shareholders including the Annual and
Haif-Yearly Reports win order to ensure that they present a
balanced and understandable assessment of the Company's
position and future prospects.

The notice of the Annual General Meeting accompanies this
Annual Report, which 1s normally sent to shareholders allowing
a mimmum of 20 working days before each meeting Separate
resolutions are proposed for each substantive 1ssue. The number
of proxy votes received for each resolution 15 announced after
each resolution has been dealt with on a show of hands and 15
published on the Company's website www migvct.co uk

Restrictions on voting rights
There are no restricttons on voting rnights.

Appointment and replacement of directors

The rules concerning the election of directors are set out in the
paragraph headed Terms of appointment’ on page 21 of the
Directors’” Remuneration Report

Amendment of the Company's Articies of Assocration
The Company may amend its articles of association (“the
Articles”) by special resolution in accordance with section 21 of
the Companies Act 2006

Powers of the directors

The powers of the Directors have been granted by company law,
the Company's Articles and resolutions passed by the Company's
membersin general meeting Resolutions are proposed annually
at each annual general meeting of the Company to authorise
the Directors to allot shares, disapply the pre-emption rights of
members and buy-back the Company's own shares on behalf of
the Company These authorities are currently in place and
resolutions to renew them will be proposed at the next AGM of
the Company to be held on 12 May 2010

By order of the Board

ST

Ef Matrix-Securities Limited

Company Secretary
16 March 2010
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Statement of Directors' Responsibilities

The Drrectors are responsible for prepanng the Directors’ Report,
the Directors’ Remuneration Report and the financial
statements in accordance with applicable law and regulations.
They are also responsibte for ensunng that the Annual Report
includes information required by the Listing Rules of the
Financial Services Authority

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

M select sutable accounting policies and then apply them
consistently,

M make judgments and estimates that are reasonable and
prudent,

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

B prepare the financial statements on the going concern basis
unless it 1s (napproprrate to presume that the company will
continue In business.

The Dwrectors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company's
transactions and disclose with reasenable accuracy at any ume
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
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of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulanties.

The Directors are responsible for the maintenance and integrity
of the corporate and financal information included on the
company's website Legislation in the United Kingdom
goverming the preparation and dissemtnation of the financial
statements and other information included in annual reports
may differ from legislation in other junsdictions,

The Directors confirm that to the best of their knowledge that.

{a) the financial statements, prepared 1n accordance with UK
Generally Accepted Accounting Practice and the 2009
Statement of Recommended Practice, ‘Financial Statements
of Investment Trust Companies and Venture Capital Trusts’
{SORP), give a true and far view of the assets, habiltties,
financial position and the loss of the Company

(b

-~

the management report, compnsing the Chaiwrman’s
Statement, Investment Portfolio Summary, Investment
Manager's Review and Directors’ Report includes a far
review of the development and performance of the business
and the position of the Company, together with a description
of the pnncipal nsks and uncertainties that it faces.

The names and functions of all the Directors are stated on
pagel3

For and on behaif of the Board

Kerth Niven
Chatrman

16 March 2010
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Independent Auditors’ Report to
the Members of Matrix Income & Growth VCT plc

We have audited the financial statements of Matrix Income &
Growth VCT plc for the year ended 31 December 2009 which
comprise the Income Statement, the Balance Sheet, the
Reconcilliation of Movements in Shareholders’ Funds, the Cash
Flow Statement and the related notes. The financial reporting
framework that has been apphed in their preparation s
apphcable law and Umited Kingdom Accounting Standards
(Urited Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body,
in accordance with Chapter 3, Part 16 of the Compames Act
2006 OQur audit work has been undertaken so that we might
state to the Company's members those matters we are required
to state to them in an auditors' report and for no other purpose.
To the fullest extent permstted by {aw, 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 opimions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’
Responsibilities, the Directors are responstble for the preparation
of the financizal statements and for being satisfied that they give a
true and fair view Our responsibility 15 to audit the financal
statements in accordance with applicable law and International
Standards on Auditing (UK and lreland) Those standards require
us to comply with the Auditing Practices Board's Ethical Standards
for Auditors.

Scope of the audit

An audit involves abtaining evidence about the amounts and
disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or error This
includes an assessment of whether the accounting policies are
appropnate for the Company's circumstances and have been
consistently applied and adequately disclosed, the
reasanableness of sign:ficant accounting estimates made by the
Directors, and the overaif presentation of the financal
statements

Opinion on financial statements
In our opimon the financial statements

8 give a true and farr view of the state of the Company's
affairs as at 31 December 2009 and of its loss for the year
then ended,

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

B have been prepared in accordance with the requirements of
the Companies Act 2006
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Opinion on other matters prescribed by the Companies
Act 2006

In our opimion

W the part of the Durectors’ Remuneration Report to be
audited has been properly prepared in accordance with the
Compames Act 2006,

B the information given in the Directors’ Report for the
financial year for which the financial statements are
prepared is consistent with the financial statements, and

B the information given 1n the Corporate Covernance
Statement in compliance with rules 7 25 and 7 2 6 1n the
Disclosure Rules and Transparency Rules sourcebook 1ssued
by the Financial Services Authority (information about
winternal control and nsk management systems in relation to
financial reporting processes and about share captal
structures) 15 consistent with the financial statements,

Matters on which we are required to report by
exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you
If, In our opinion

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

B the financal statements and the part of the Directors'
Remuneration Report to be audited are not in agreement
with the accounting records and returns, or

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

B we have not received all the information and explanations
we require for our audst.

Under the Listing Rules we are required to review

B the directors’ statement, set out on page 17, in relation to
going concern, and

B the panofthe Corporate Governance Statement relating to
the Company’s compliance with the nine provisions of the
June 2008 Combined Code specified for our review

Qvf (U\L) uf

Rosemary Clarke (Senior statutory auditor)
for and on behalf of PKF {UK) LLP, Statutory auditors
16 March 2010
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Income Statement
for the year ended 31 December 2009

Year ended 31 December 2009 Year ended 31 December 2008
Revenue Capital Total Revenue Capltal Total
Notes £ £ E £ £ £
Realised (losses)/gains on investments 10 - {177,845} | (177.845) - 86,979 86,979
Unrealised losses on investments 10 - (161,173} (161,173) - | (4,848,208}| (4,848,208)
income 2 399,661 - 399,661 973,787 179,725 1,153,512
Recoverable VAT 3 1,939 5818 1,757 35,893 107,680 143,573
Investment management fees 4 (79,923) (239,769) | (319.692) 88,810} {266,428) (355,238)
Other expenses s | (312.239) - | (3122391 (33650 - {336,510}
Profit/{loss) on orchnary activities before taxation §,438 {572,969 | (563,531} 584360 | {4,740,252}] (4,155,892}
Tax on profit/{loss) on ordinary activities 7 (641} - {641) {150,416) 42,319 (108,097}
Profit/(loss) for the year 8,797 (572969} | (564172) 433944 | (4,697,933} {4.263.989)
Basic and diluted earnings per ordinary share 9 0 04p (277)p {273)p 202p {21 91)p (19 88)p

All the above 1tems in the above statement denive from continuing operations
There were no other recognised gains or losses in the year
The total column 1s the profit and loss account of the Company

, Other than revaluation movements ansing on investments held at fair value through the Profit and Loss Account, there were no
differences between the return as stated above and at historical cost

The Notes on pages 33-50 form part of these financial statements.
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MATRIX INCOME & GROWTH VCT PLC
Company registration number: 5153931

Balance Sheet
as at 31 December 2009

as at as at
31 December 2009 31 December 2008
Notes £ E
Fixed assets
Investments at fair value 10 1,779,583 13,556,878
Current assets
Debtors and prepayments 12 94,327 372816
Current investments 13,19 5.177.570 4,375,724
Cash at bank 19 46,253 ngz
5,318,150 4,820,352
Creditors amounts falling due within one year 14 {118,363) {378,668)
Net current assets 5,199,787 4,441 684
Net assets 16,979,370 17,998,562
Capital and reserves
Called up share capital 15 203,735 207,989
Capital redemption reserve 16 17,703 13,449
Revaluation reserve 16 {2,271,608) (1,117,218)
Special distributable reserve 16 17,807,374 18,388,358
Profit and loss account 16 1,122,166 50& 982
Equity Shareholders’ funds 16,979,370 17,998,562
Basic and diluted net asset value per Ordinary Share 17 83 34p 86 S4p

The Notes on pages 33-50 form part of these financial statements

The financial statements on pages 29-50 were approved and authonsed for issue by the Board of Directors on 16 March 2010 and
wetre signed on its behalf by

Ko D

Keith Niven
Chairman
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Reconciliation of Movements in Shareholders' Funds

for the year ended 31 December 2009

Year ended Year ended

31 December 2009 31 December 2008

Notes E £

As at 1 January 2009 17,098,562 25,727,915
Purchase of cwn shares 15 (247,033) (1,056,868)
Loss for the year (564,172) {4,263,989)
Dividends paid in year 8 (207,987) (2,408,496)
Closing Shareholders' funds 16 16,979,370 17,998,562

The Notes on pages 33-50 form part of these financial statements,

Matrix Income & Growth VCT plc

Report and Accounts 2009 31




Cash Flow Statement

for the year ended 31 December 2009

Year ended Year ended
31 Dacember 2009 31 December 2008
Notes £ 3 £ £
Operating activities
investment income received 398,184 1,226,543
VAT received and interest thereon 223,249 -
investment management fees pad (239,743) (498,733)
Other cash payments {357.430) (345,255)
Net cash inflow from operating activittes 18 24,260 382,555
Investing activities
Acquisitions of investments ¢ (567,834) {1,554,680)
Disposals of investments 10 1,996,610 1,234,678
Net cash mflow/ (outflow) from investing activities 1,428,776 {320,002)
Taxation
Taxation paid {106,857} (63,695)
Equity dividends
Payment of dividends 8 {207,987) {2,408,496)
Cash nflow/{outflow) before iquid resource management
and financing 1,138,192 {2,409,638)
Management of iquid resources
{Decrease)/increase in current investments 19 {801,846) 3,371,884
Financing
Purchase of own shares (361,905) (941,996)
{Decrease)/increase in cash for the year 19 (25,559) 20,250

The Notes on pages 33-50 form part of these financial statements.
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Notes to the Accounts
for the year ended 31 December 2009

1 Accounting policies
A summary of the principal accounting policies, all of which have been applied consistently throughout the year, 15 set out below

a) Basis of accounting

The accounts have been prepared under UK Generally Accepted Accounting Practice (UK GAAP} and the Statement of Recommended
Practice, ‘Financial Statements of Investment Trust Compames and Venture Capital Trusts' (“SORP") 1ssued by the Assocation of
Investment Companies in January 2009

b) Presentation of the Income Statement

In order to better reflect the activities of a VCT and in accordance with the SORP, supplementary information which analyses the
Income Statement between items of a revenue and capital nature has been presented alongside the Income Statement The revenue
column of profit attnbutable to equity Sharehoiders is the measure the Directors believe appropriate in assessing the Company's
complance with certain requirements set out 1n Section 274 Income Tax Act 2007

c) Investments

All investments held by the Company are classified as "fair value through profitand loss", in accordance with the International Private
Equity and Venture Capital Valuation ["IPEVCV") guidelines, as updated in September 2008, which have not matenally changed the
results reported last year This classification is followed as the Company’s business is to invest in financial assets with a view to profiting
from their total return in the form of capital growth and income

For investments actively traded in organised finanaial markets, fair value 1s generally determined by reference to Stock Exchange
market guoted bid prices at the close of business on the balance sheet date. Purchases and sales of quoted investments are recognised
on the trade date where a contract of sale exists whose terms require delivery within a time frame determined by the relevant market
Purchases and sales of unlisted mvestments are recognised when the contract for acquisition or sale becomes uncondrtional

Unquoted investments are stated at fair value by the Directors in accordance with the following rules, which are consistent wrth the
IPEVCV guidelines

All investments are held at the price of a recent investment for an appropnate period where there is considered to have been no
change in fair value, Where such a basis s no longer considered appropriate, the following factors will be considered

() Where a value 1s Indicated by a matenal arms-length transaction by an independent third party in the shares of a company, this
value will be used

{)  Inthe absence of 1}, and depending upon both the subsequent trading performance and investment structure of an mvestee
company, the valuation basis will usually move to either -

a) an earmings multiple basis. The shares may be valued by applying a surtable price-earnings ratio to that company's historic,
current or forecast post-tax earnings before interest and amortisation {the ratio used being based on a comparable sector
but the resulting value being adjusted to reflect potnts of difference identified by the Investment Manager compared to the
sector including, inter alia, a lack of marketability)
or-

b} where a company’'s underperformance against plan indicates a dimunution in the value of the investment, provision agamnst
cost 1s made, as appropriate Whare the value of an investment has fallen permanently below cost, the loss 1s treated as a
permanent imparment and as a reahised loss, even though the investment (s still held The Board assesses the portfolio for
such investments and, after agreement with the Investment Manager, will agree the values that represent the extent to
which an investment loss has become realised This s based upon an assessment of objective evidence of that investment's
future prospects, to determine whether there is potential for the investment to recover in value

(my  Premiums on loan stock investments are accrued at fair value when the Company receives the nght to the premium and when
considered recoverable

(v} Where an earnings multiple or cost less impairment basis 1s not appropriate and overnding factors apply, discounted cash flow or
net asset valuation bases may be applied

d) Current investments
Monies held pending investment are invested 1n financial instruments with same-day or two-day access and as such are treated as
current investments, and have been valued at farr value,
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Notes to the Accounts
for the year ended 31 December 2009

e) Income

Dividends recesvable on quoted equity shares are brought into account on the ex dvidend date Dividends receivable on ungquoted
equity shares are brought into account when the Company’s nght to receive payment is established and there 1s no reasonable doubt
that payment will be received

f) Capital reserve
(1) Realised {included within the Profit and Loss Account reserve)
The following are accounted for n this reserve

» Gains and losses on realisation of investments,

* Permanent diminution 1n value of investments,

» Transaction costs incurred in the acquisition of investments, and

* 75% of management fee expense, together with the related tax effect to this reserve 1n accordance with the policies,

(1) Revaluation reserve {Unrealsed capital reserve)

Increases and decreases in the valuation of investments held at the year end are accounted forin this reserve, except to the extent
that the diminution 1s deemed permanent.

In accordance with stating all investments at fair value through profit and loss, all such movements through both revaluation and
realised capital reserves are now shown within the Income Statement for the year

() Special distributable reserve

The cost of share buybacks are charged to this reserve. In addition, any reahsed losses an the sale of investments, and 75% of the
management fee expense, and the related tax effect, are transferred from the Profit and Loss Account reserve to this reserve This
reserve, along with the Profit and Loss Account reserve, 1s regarded as a distributable reserve for the purpose of assessing the
Company's ability to pay dividends to Shareholders.

g) Expenses
All expenses are accounted for on an accruals basis.

25% of the Investment Manager's fees are charged o the revenue column of the Income Statement, while 75% is charged against
the capital column of the Income Statement This 1s 1n hine with the Board's expected long-term split of returns from the investment
portfolio of the Company,

100% of any performance incentive fee payable for the period s charged aganst the capital column of the [ncome Statement, asit s
based upon the achievement of capital growth

Expenses are charged wholly to revenue, with the exception of expenses incidental to the acquisition or disposal of an investment,
which are written off to the capital column of the Income Statement or deducted from the disposal proceeds as appropriate.

h) Taxatien

Deferred tax Is recognised in respect of all timing differences that have onginated but not reversed at the balance sheet date where
transactions or events that result in an obligation to pay more tax in the future or a2 nght to pay less tax i the future have occurred
at the balance sheet date. Timing differences are differences between the Company's taxable profits and its results as stated in the
financial statements that anise from the inclusion of gains and losses in the tax assessments in peniods different from these in which
they are recogmsed in the financial statements.

Deferred tax s measured at the average tax rates that are expected to apply in the years in which the timing differences are expected
to reverse based on tax rates and laws that have been enacted or substantially enacted at the balance sheet date. Deferred tax 1s
measured on a non-discounted basis.

A deferred tax asset 1s recognised only to the extent that it 1s more Iikely than net that future taxabie profits will be avarlable aganst
which the asset can be utilised

Any tax relief obtained in respect of management fees allocated to capital s reflected in the capital reserve — realised and a
corresponding amount 15 charged against revenue. The tax relief 1s the amount by which corporation tax payable is reduced as a result
of these capital expenses.
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2 Income

2009 2008
£ £
Income fram bank deposits 918 5317
Income from investments
- from equities 26,345 209,009
- from overseas based OEICs 37,254 331,739
—from loan stock 315,598 607,447
— from VAT recoverable 15,492 -
304,689 1,148,185
Other income 4,053 -
Total income 399,661 1,153,512
Total Inceme compnses
Dividends 63,599 540,748
[nterest 332,009 612,764
Other income 4,053 -
389,661 1,153,512
[ncome from investments comprises
Listed overseas securities 37,254 331,739
Unlisted UK securities 26,345 209,009
Loan stock interest 315,598 607,447
379,197 1,148,195

Loan stock interest above is stated after deducting an amount of £nil (2008 £14,320), being a proviston made against loan stock
interest regarded as collectable in previous years.

Total foan stock interest due but not recogmised in the year was £451,904 (2008 £223,603) This mciease was the main cause of the
fall in loan stock interest from last year Dividends from equities have fallen from last year's level, which contained several capital
dividends that were not repeated this year The fall in income from overseas based QEICs, being the money-market funds, reflected

the fall in interest rates to exceptionally low levels.

3 Recoverable VAT

Revenue Capital Total Revenue Capital Total

2009 2009 2009 2008 2008 2008

£ £ £ £ E E

VAT recoverable 1,939 5818 7.157 35,893 107,680 143,573

As at 31 December 2008 the Directors considered it reasonably certan that the Company would obtain a repayment of VAT of not
less than £200,000 Last year's accounts recognised this amount as income of £143,573 above, and £56,427 deducted from last
year's investment manager's fees, in Note 4 below This estimate was based upon information supphed by the Company's Investment
Manager, and discussions with the Company's professional advisors as a result of the European Court of Justice ruling and subsequent
HMRC briefing that management fees be exempt for VAT purposes. During the year, a total of £207,757 of VAT recoverable has been
received The excess of £7,757 over the £200,000 recognised in 2008's accounts has been credited to the Income Statement,
allocated 25% to revenue and 75% to capital return and 1s in the same proportion as that in which the irrecoverable VAT was
onginally charged

The £207,757 of income recogmised in both the 2008 and current year accounts, together with related interest of £15,492 shown in
Note 2 above, equals the sum of £223,249 shown (n the cash flow statement as part of cash flow from operating activities.
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Notes to the Accounts
for the year ended 31 December 2009

4 Investment manager's fees

Revenue Capital Total Revenue Capital Total

2009 2009 2009 2008 2008 2008

£ £ £ £ £ £

Matrix Private Equity Partners LLP l 79,523 I 239763 | 319692 ] 88.810 | 266,428 I 355238

Matnix Private Equity Partners Limited was appointed to adwise the Company on investments in qualifying companies under an
agreement dated 9 July 2004 The agreement was novated to Matnx Private Equity Partners LLP on 20 October 2006 The Investment
Managet's appointment may be terminated at any time by giving them not less than one year's notice in writing Fees are payable in
advance at the rate of 2% per annum, based upon the value of the net assets of the Company each quarter, one month after the end
of that quarter

The investment management expense disclosed above 15 stated after applying a cap on expenses exciuding wrecoverable VAT and
exceptional items set at 3 6% of closing net assets at the year-end in accordance with the investment management agreement, any
excess expenses are borne by the Investment Manager The excess expenses during the year amounted to £25,842 (2008 £99,550)
Last year's fees were reduced by £56,427 of VAT no longer chargeable.

The Investment Manager 1s entrtled to receive an annual performance-related incentive fee of 209 of the excess above an agreed
hurdle rate in the annua! dvidends paid to Shareholders. The hurdle rate was 6 pence per share for the Company’s first three annual
reporting penieds and increases annually thereafter in line with the Retail Pnice Index. The performance fee 1s only payable if the mean
net asset value per share over the period relating to payment has remained at or above 100 pence and any cumulative shortfalls
below the annual hurdle rate have been recovered No performance-related incentive fee 1s payable to date

5 Other expenses

2009 2008
[ £
Directers’ remuneration (including NIC}) (see Note 6) 85,739 83,136
IFA tra commission 48,519 57,791
Administration fees 88,387 87,030
Broker's fees 9,161 8,813
Auditors’ fees — audit 22,614 19,016
- gther services supplied relating to taxation 3732 7,303
- other services supplied pursuant to legislation 3,883 3818
Regstrar's fees one 8,084
Printing 12827 n,77:
Legal and professional fees 4,687 1,916
VCT monitonng fees 7320 6,729
Directors' insurance 7,350 7.264
Listing and regulatory fees 15,792 15,272
Sundry {7,858) 18,765
32239 336,510
6 Directors’ remuneration

2009 2008
[ E

Directors’ emoluments
Keith Niven 23,000 21,500
Bridget Guénn 17,000 16,000
Christopher Moore 20,0600 18,750
Tom Socke 20,000 18,750
80,000 75,000
Employer's NIC and VAT 5,739 8,136
85,739 83,136

No pension scheme contributions or retirement benefit contributions were paid {2008 £ml} There ate no share option contracts held
by the Directors. Since all the Directors are non executive, the other disclosures required by the Listing Rules are not applicable. The
Company has no employees other than Directors.
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7 Tax on profit/(loss) on ordinary activities

2009 2008
£ £
a) Analysis of tax charge
- revenue charge 641 150,416
~ credited to capital return - {42,319)
--Current and total tax charge {Note 7b) 641 108,087
b) Factors affecting tax charge for the year
Total loss on ordinary activities before tax {563,531) (4,155,892}
Add/less non taxable reatised losses/(gains) 177,845 (86,973)
Add non taxable unrealised losses 161,173 4848,208
Add nvestment management expense charged to capitat 239,769 266,428
Less Income treated as capital return {5,818) (287,405)
Profit on ordinary activities before taxation 9,438 584,360
Corporation tax @ 21% (2008 20 75%) 1,981 121,254
Non taxable UK dividends {5.532) {6,079)
Income not yet taxable 1,095 3,785
Unrelieved expenditure 2,456 -
Effect of marginal relief - 28,480
— under provision tn pnior penied 1.736 6,487
- deferred tax {1,095) (3,521}
Taxation on revenue return 641 150,416
Taxable income credited to capital 1,222 22,344
Taxation on allowable expenditure charged to capital earnings {50,351) {55.284)
Effect of marginal relief - {9.379)
Unrelieved expenditure 49,129 -
Credited to capital return - (42,319)
Tax charge for year (Note 7a) 641 108,097
Analysis of tax charge
Current year - 105,121
Prior year 1,736 6,497
Deferred tax (1,095) (3.521)
Tax charge as above 641 108,097

Tax relief relating to investment management fees is allocated between revenue and capital where such relief can be utilised
There 1s no taxation n relation to capital or losses.

Investment Trust companies are exempt from tax on caprtal gains If they meet the HMRC criteria set out in sectton 274 of the ITA

Deferred taxation

No provision for deferred taxation has been made on potential capital gams due to the Company's current status as a VCT under
section 274 of the 1TA and the Directors' intention to maintain that status. The prowvision shown in Note 14 relates to a provision for
a timing difference that reverses in the new financial year, upon which there i1s a mavement which year, as shown in the reconaihation
above. There 15 an unrecognised deferved tax asset of £51,585 (2008 £mil) in respect of unrelieved surplus management expenses.
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8 Dividends paid and payable

2009 2008
E £
Amounts recognised as distnbutions to equity holders in the year
Final dividend for the year ended 31 December 2008 of 1 Op {income} per Ordinary Share
{year ended 31 December 2007 1 4p {income), 6 4p (capital) 207,987 1,706,290
Interim devidend for the year ended 31 December 2009 of mid
{2008 1 0p (tncome), 2 3p {capital} per Crdinary Share) - 702,206

207,987 2,408,496

Proposed distributions to equity holders at the year-end
final incomne dividend for the year ended 31 December 2005 of nd {2008 1p} per Ordinary Share - 207,989

- 207,989

Any proposed final dividend 1s subject to approval by Shareholders at the Annual General Meeting and has not been included as a
liability 1n these financial statements.

Set out below are the total iIncome dividends payable in respect of the financial year, which 1s the basis on which the requirements of
Sectign 259 of the Income Tax Act 2007 are considered

2008 2007

£ £

Revenue available for distnbution by way of dividends for the year 8,797 433,944
Intenm mcome dividend paid durning the year - 212,790

Intenm final iIncome dividend declared for the year ended 31 December 2009 of 0 Spence (2008 1p)
per Qrdinary Share 101,068 207,989
101,068 420,779
9 Basic and diluted earnings per share

2009 2008

£ £

Total earnings after taxation (564.172) (4,263,989)
Basrc and diluted earnings per share {note a} {273)p (19 89)p
Revenue profit from ordinary activities after taxation B,797 433944
Basic and diluted revenue earnings per share (note b) 004p 202p
Net realised capital {fosses)/gains on investments (177.845) 86,979
Net unrealised capital losses on investments (161,173) {4,848,208)
Recoverable VAT 5818 107 680
Dividends received treated as capital - 179,725
Capttal management fees lass taxation {239,769) (224,108)
Total caprtal earnings (572,969) (4,697,933)
Basic and diluted capital earmings per share {note c} {277)p (21 91)p
Werghted average number of shares in ssue in the year 20,648,175 21,443,415

a) Basic earnings per share is total earnings after taxation divided by the weighted average number of shares in 1ssue.
b} Revenue earmings per share is the revenue profit after taxation diwvided by the weighted average number of shares in issue.
¢} Capital earnings per share is the total capital loss after taxation dwided by the weighted average number of shares in issue.

d) There are no instruments that will increase the number of shares 1n 1ssue in future. Accordingly, the above figures currently represent both basic
and diluted earrungs per share.
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10 Investments at fair value
Movements in investments during the year are summansed as follows

Traded Unquoted Unquoted Loan Total
on AiM ordinary preference stock
or OFEX shares shares
£ £ £ 3 [ 3
Cost at 31 December 2008 150,107 | 4,259,515 45,706 110,178,366 | 14,674,094
Unrealised (fosses)/gams at 31 December 2008 {85783)} 169,543 32731 | 0,187,703 (1,117.218)
Valuation at 31 December 2008 64,324 | 4,469,458 42,433 | 8,980,663 | 13,556,878
Purchases at cost - 32,907 76 534,85 567,834
Sale proceeds - [ (1,178,180 (1307 | (841.358) (2.020,845)
Reahsed {{osses)/gains - (197,436) - 34,325 (163,111)
Reclassification at cost - (259,961} 1,737 258,224 -
Unrealised gains/(losses) for the year 10,721 | 1,142485 (34,958} | (1,279,421) (161,173)
Closing valuation at 31 December 2009 75,045 | 4,009,273 7,981 7,687,284 | 11,779,583
Cost at 31 December 2009 150,106 | 3,634,256 46,212 | 10,220,616 | 14,051,190
Unrealised (lesses)/gaimns at 31 December 2009 {75,061} 3715017 (38,231} | {2,533,332}] (2,271,607)
Valuation at 31 December 2009 75,045 | 4,009,273 7,981 7,687,284 | 11,779,583

Transaction costs on the disposal of investments of £14,734 were incurred in the year These are excluded from realised losses shown
above of £163,111, but were included 10 arnving at the losses on realisation of Investments in the Income Statement of £177,845

Durning the year, the Company sold its investment in PastaKing Holdings Limited, for net proceeds of £1,245,096, realising an overall

gain of £781,049 over cost, but a realised loss of £197,436 in the year Within unrealised losses of £161,173 the sigmificant
movements were losses of £1,182,358 1n Blaze Signs Holdings Limited and £284,295 in Youngman Group Limited These were offset

by unrealised gains of £971,519 10 DIGICo Europe Limited and £223,277 1n VSI Limited

Reconciitation of cash movements in investment transactions

The cash flow from investment proceeds shown above of £2,020,845 differs from the sale proceeds shown in the cash flow statement

of £1,996,610 due to fransactien costs of £14,734 and proceeds of £9,501 from the disposal of Pastaking still due at the year-end
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11 Significant interests
At 31 December 2009 the Company held significant investments, amounting to 3% or more of the equity capital of an undertalang,
in the following companies

Equity Investment Total Percentage
investment loan stock and investment of investee
{ordinary preference {at cost) company's
shares} shares total equrty

E £ [
Blaze Signs Heldings Limited 472,125 1,101,625 1,573,750 172%
Aust Construction Investors Limited 400,000 600,000 1,600,000 16 3%
V1 Limited 61,824 328543 390,367 15 9%
Racoen International Holdings Limited 262,258 611,941 874,139 12 3%
Vectair Holdings Limited 138,074 422228 560,302 12 0%
Campden Media Limited 197,437 777,563 875,000 11 2%
British International Holdings Limited 225,000 956,818 1,181,818 10 0%
Monsal Holdings Linmmted 208,380 475,971 684,351 9 5%
FXF Holdings Limited 288,000 875,436 1,163,436 85%
Yourgman Group Limited 100,052 900,000 1,000,052 5%
ATG Media Holdings Limited 305,650 553990 859,640 7 6%
DiGiCo Europe Limited 386,522 178,696 566,218 6 5%
IGLU com Helidays Limited 12,053 634,961 747,014 6,1%
CB imports Group Limited 175,000 825,000 1,000,000 6 0%
The Plastic Surgeon Heldings Limited 39,029 351,260 390,289 59%

It 15 considered that, as permitted by FRS9, "Associates and Joint Ventures”, the above investments are held as part of an investment
portfolio, and that, accordingly, their value to the Company lies in their marketable value as part of that portfolio In view of this, it 15
not cansidered that any of the above represent investments in associated undertakings.

All of the above compantes are incorporated in the Umited Kingdom

Matnix Private Equity Partners LLP also adwvises The income and Growth VCT ple, Matnx Income and Growth 2 VCT ple, Matrix Income
and Growth 3 VCT plc and Matnx income and Growth 4 VCT plc who have investments as at 31 December 2009 1n the following

The Income Matrix Matrix Matrix Total % of
& Growth  Income &  Income & Income & at cost equity
VCTple Growth2 Growth3 Growth4 held by
at cost V(T plc VCT ple VCT ple funds
at cost at cast at cost managed
by MPEP

£ £ £ £ £
PXP Haldings Limited 920,176 1,163,436 | 1,163,436 679,549 | 3,926,557 37 3%
Blaze S1gns Holdings Limited 1,338,500 1,398,498 379,236 610,016 | 3,726,250 525%
ATG Media Holdings Limited 1,000,000 863,855 775,465 1,000,000 | 3,640,360 40 0%
IGLU com Halidays Lirmited 1,600,001 1,000,000 674,736 878,249 | 3,552,986 350%
CB Imports Group Limited 1,000,000 - | 1,000,000 1,000,000 | 3,000,000 24 0%
British International Holdings Limited 580,909 1,160,000 886,364 295455 | 2,932,728 349%
Monsal Holdings Limited 471,605 854,450 618,156 70477 2,648,982 46 5%
Racoon International Holdings Limited 550,852 878,527 789,617 406,805 2,625,801 49 0%
Focus Pharma Holdings Limited 316,900 660,238 593,424 772,451 2,543,013 13 0%
Youngman Group Limsted 1,000,052 1,000,052 - 900,026 | 2,500,130 29 7%
DiGiCo Europe Limited 31,291 565,218 533,056 565,217 | 2,034782 30 0%
Aust Construction Investors Limited 1,000,000 - | 1,000,000 - | 2,000,000 49 0%
The Plastic Surgeon Holdings Linited 406,082 392,264 352,528 458,837 1,609,711 10 0%
Campden Media Limited 334,880 975,000 - 152,620 | 1,462,500 280%
MC 440 Limited 490,653 - 251,698 327616 | 1,069,968 13 0%
VSI Limited 245,596 308,643 143,521 11,928 809,688 48 9%
Vectair Holdings Lirmited 215914 243,784 - 106,000 559,698 24 0%
Legron Group ple 150,000 150,106 - 150,102 450,208 2 9%
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12 Debtors

2009 2008
3 £

Amounts due within one year
Accrued income 49,689 63,706
Prepayments 35,137 109,110
Other debtors 9,50 200,000
94,327 372816

13 Current investments

2009 2008
£ E
Monies held pending investment | 5177570 I 4,375,724

This compnises cash invested in seven Dublin based OEIC money market funds. £5,177,570 (2008 £4,372,136) of this sum 1s subject
tosame day access, while £nd (2008 £3,588) 15 subject to two day access. These sums are treated as hquid resources in the Cash Flow
Statement, and in Note 19

14 Creditors' amounts falling due within one year

2009 2008
E E
Trade creditors 23,459 38,458
Cther creditors 6,795 124,130
Accruals 87,840 109,585
UK corporation tax - 105,121
Deferred taxation — see Note 7 269 1,364
ne3e3 378,668
15 Called up share capital
2009 1008
£ £
Authonsed

Ordinary Shares of 1p each 50,000,000 {2008 50,000,000} 500,000 500,000
500,000 500,000

Allotted, called up and futly paid
Ordinary Shares of 1p each 20,373,514 (2008 20,798,925) 203,735 207 989
203,735 207,989

Durning the year the company made the following share repurchases for a total consideration of £247,033 (£1,056,868)

Purchased Date of purchase Neminal v-alu:
99,034 27 Apnl 2009 990
75839 14 May 2009 758

158,172 16 O¢tober 2009 1,582
92,366 21 December 2009 924
425,41 4254
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16 Movement in share capital and reserves

Called up Capital Revaluation Special  Profit and Total
share redemption reserve distnibutable loss
capital reserve reserve account
{note b} {note b)
£ £ £ £ £
At 1 January 2009 207,989 13,449 | (1,117,216)} 18,388,358 505,982 17,998,562
Share buybacks (4,254) 4,254 - {247,033) - {247,033)
Write off to special reserve (note a) - - - {233,951) 233,851 -
Realisation of previously unrealised appreciation - - (993,219) - 993,219 -
Dwvidends paid - - - - {207,987 {207,987}
Loss for the year - - (161,173) - {402,999 {564,172}
As at 31 December 2009 203,735 17,703 | (227,608)] 17,907,374 { 1,122,166| 16,979,370

Note a The canceilation of the share premium account (as approved at the Extracrdinary General Meeting held on 30 June 2004 and
by the order of the Court dated 24 August 2006) has provided the Company with a special distnbutable reserve. The purpose of the
reserve I1s to fund market purchases of the Company's own shares, and to write off existing and future losses, now that the Company
has revoked its investment company status and 1s obliged to take into account capital losses in determiming distributable reserves. The
transfer of £233,957 to the profit and loss account from the special distnibutable reserve 1s the total of realised capital losses incurred
by the Company during the year

Note b These reserves total £19,029,540 (2008 £18,894,340) and are regarded as distnbutable reserves for the purpose of assessing
the Company's ability to pay dividends to Shareholders.

17 Basic and diluted net asset value per share

Net asset value per Ordinary share s based on net assets at the end of the year, and on 20,373,514 (2008 20,798,925) Ordinary
Shares, being the number of Ordinary Shares in 1ssue on that date

18 Reconciliation of loss on ardinary activities before taxation to net cash inflow from
operating activities

2009 2008

£ E

Loss on ordinary actties before taxation {563,531) (4,155,892}
Net losses/{gains) on reabsations of investments 177,845 {87,009}
Net unrealised losses on investments 161,173 4,848,208
Decrease/{Increase) in debtors 287,990 {225,241}
{Decrease)/increase in creditors and accruals {39,211 2,489
Net cash inflow from operating activities 24,260 382,555

42 Matrix income & Growth VCT plc Report and Accounts 2009




19 Analysis of changes in net funds

Cash  Liquid resources Total

£ £ £

At beginming of year 71812 6375724 4,447,536
Cash flows {25,559) 801,846 776,287
At 31 December 2009 46,253 5,177,570 5223823

20 Financial instruments

The Company's financal instruments in both years comprise

M Equity and preference shares and fixed and floating rate interest secunities that are held in accordance with the Company's
mnvestment objective, and

B Cash, hiquid resources and short-term debtors and creditors that anse directly from the Company's operations.

The pnncipal purpose of these financial instruments is to generate revenue and capital apprecaation for the Company's operations,
The Company has ne geaning or other financial liabilities apart from short-term creditors. [t1s, and hasbeen throughout the year under
review, the Company's policy that ne trading in denvative financial instruments shall be undertaken

Classification of financial instruments

The Company held the following categones of financial instruments at 31 December 2009

2009 2009 2008 2008
(Book value) (Fair value) {Book value) {Fair value)
£ £ £

Assets at fair value through profit and loss
Investment portfolio 1,779,583 1,779,583 13,556,878 13,556,878
Current investments 5,177,570 5,177,570 4,375,724 4,375,724
Leans and recevables
Accrued income 49,689 49,689 63,706 63,706
Other debtors 9,501 9,501 - -
Cash at bank 46,253 46,253 71,812 71,812
Ltamlsties at amortised cost or equivalent
Other creditors (118,094) (118,094) (272,383} (272,183)
Total for financial instruments 16,944,502 16,944,502 17,795,937 17,795,937
Non financial instruments 34,868 34,868 202,625 202,625
Total net assets 16,979,370 16,979,370 17,998,562 17,598,562

The investment pertfolio principally consists of unquoted investments (99 9%, 2008 99 5%) and AIM quoted stocks (0 1%, 2008
05%) The investment portfolio has a 100% (2008 100%4) concentration of nsk towards small UK based, £ denominated companies,
and represents 69 4% (2008 75 3%) of net assets at the year-end

Current investments are money market funds, discussed under credit nisk below, which represent 30 5% (2008 24 3 %) of net assets
at the year-end

The main risks ansing from the Company's financial instruments are due to fluctuations in market prices (market price nsk}, credit risk
and cash flow interest rate nsk, although hguidity nisk and currency nisk are also discussed below The Board regularly reviews and
agrees policies for managing each of these nsks and they are summarnsed below These have been in place throughout the current
and preceding years,
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Market price nsk

Market price risk anises from uncertainty about the future valuations of financial instruments held in accordance with the Company's
investment objectives. These future valuatrons are determined by many factors butinclude the operational and financial performance
of the underlying investee compames, as well as market perceptions of the future performance of the UK economy and its impact upon
the economic environment in which these companies operate. This risk represents the potential loss that the Company might suffer
through holding its mvestment portfolio in the face of market movements, which was a maximum of £11,779,583 at the year-end
(2008 £13,556,878) It represents the potential gan or loss that the Company might benefit or suffer through holding its nvestment
portfolio In the face of market movements.

The investments in equity and fixed interest stocks of unquoted companies that the Company holds are not traded and as such the
prices are more uncertan than those of more widely traded secunties. As, 1n a number of cases, the unquoted investments are valued
by reference to price earmings ratios prevailing in quoted comparahle sectors, their valuatians are exposed to changes tn the price
earnings ratios that exist in the quoted markets

The Board's strategy in managing the market pnce risk tnherent in the Company's portfolio of equrties and loan stock mvestments 1s
deterrmined by the requirement to meet the Company's investment objective, as set out at the front of this Annual Report, As part of
the investment management process, the Board seeks to maintain an appropnate spread of market sk, and also has full and timely
access to relevant information from the Investment Manager No single investment 1s permitted to exceed 15% of total investment
assets at the point of investment. The Investment Committee meets regularly and reviews the investment performance and financial
results, as well as compliance with the Company's objectives. The Company does not use denvative instruments to hedge against
market risk.

Market price risk sensitivity

The Board believes that the Company's assets are mainly exposed to market price nsk, as the Company 1s required to hold most of its
assets in the form of £ denominated investments 1 small companies.

Although one of these assets 1s quoted on AiM, all others are unquoted All of the nvestments made by the Investment Manager in
unquoted companies, irrespective of the instruments the Company actually holds, (whether shares, preference shares or loan stock)
carry a full market nisk, even though some of the loan stocks may be secured on assets, but behind any priot ranking bank debt in the
investee company

The Board considers that the value of investments in equity and loan stock instruments are ultimately sensitive to changes in quoted
share prices, insofar as such changes eventually affect the enterpnise value of unguoted companies. The table below shows the impact
on profit and net assets if there were to be a 20% {2008 20%) movement in overall share prices, which rught in part be caused by
changes in iterest rate levels. However, 1t 1s not considered possible to evaluate separately the impact of changes in interest rates
upon the value of the Company's portfolios of investments in small, unquoted companies.

The sensitvity analysts below assumes that each of these sub categories of investments (shares, preference shares and loan stocks)
held by the Company produces a movement overall of 20% (2008 20%), and that the actual portfolic of investments held by the
Company 1s perfectly correlated to this overall movement in share prices. However, Shareholders should note that this level of
correlation 1s unlikely to be the case in reality, particularly in the case of the loan stack instruments. This s because loan stock
instruments would not share in the impact of any increase in share prices to the same extent as the equity instruments, as the returns
are set by reference to interest rates and premiums agreed at the time of initial investment. Similarly, where share prices are falling,
the equity instrument could fall in value before the loan stock instrument It 1s not considered practical to assess the sensitivity of the
loan stock instruments to market price risk in 1solation
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2009 2008
£ £
Profit and Profit and
net assets net assets
If overall share prices fell by 20% (2008 20%), with all other vanables held constant - decrease (2,355917) {2,711,375)
Decrease in earmings, and net asset value, per Ordinary share (in pence) (M s6)p (1304)p
If overall share prices increase by 20% (2008 20%), with all other vanables held constant - increase 2,355917 2,1M.,375
tncrease tn earnings, and net asset value, per Qrdinarty share (In pence} 11 56p 13 04p

The impact of a change of 20% (2008 20%) has been selected as this is considered reasonable given the current level of volatility
observed both on a historical basis and market expectations for future movement

Credit nsk
Credit nsk s the nisk that a counterparty will fail to discharge an obligation or commitment that it has entered into with the Company

The Company's maximum exposure to credit risk is

2008 2008

£ £

Loan stock investments 7,687,284 8,980,663
Money market funds 5177570 4,375,724
Accrued trcome 49,689 63,706
Cash at bank 46,253 71,812
12,960,796 13,491,905

The Company has an exposure to credit nisk i respect of the foan stock investments it has made into investee companies, most of
which have no security attached to them, and where they do, such secunty ranks beneath any bank debt that an investee company

may owe
The accrued income and other debtor shown above was all due within 2 months of the year-end

The following table shows the matunty of the loan stock investments referred to above Insome cases, the loan maturities are not the
contractual anes, but are the best esttmate using management's expectations of when it 1s kely that such loans maybe repaid

2009 2008
£ £

Repayable within
Oto 1 year 1,682,920 1,800,000
1to 2 years 2,362,268 930,000
2 to 3 years 617,213 2,923,483
3 to 4 years 897,638 2,531,544
4 to 5 years 2,127,247 795,636
Total 7,687,284 8,980,663

No loans have as yet gone past ther due repayment date These loan stock mvestments are made as part of the qualifying
investments within the investment portfolio, and the risk management processes apphed to the loan stock investments have already
been set out under market price risk above,

An aged analysis of the value of loan stock investments inciuded above, which are past due but not irdividually impaired, ts set out
below For this purpose, these loans are considered to be past due when any payment due under the loan’s contractual terms (such as
payment of interest} i1s received late or missed
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Past due loan stock assets

0-6 6-12 over 12 1009

months months months Total

|3 £ [3 £

Loarns to Investee companies past due I 363,636 I 700,952 1,300,105 I 2,364,733
0-6 6-12 over 12 1008

months months months Total

[ 3 £ £ £

Loans to investee companias past due 78,463 - 1,182,464 I 1,260,927

There 1s also a nsk of default by the money market funds above, which could suffer defaults within their underkying portfohios that could
affect the values at which the Company could sell its holdings. The Board manages credit nisk in respect of these money market funds
and cash by ensuring a spread of such investments such that none should exceed 15% of the Company's total investment assets, These
money market funds are all triple A rated funds and so credit risk 1s considered to be relatively low even in current crcumstances.

There could also be a failure by counter-parties to deliver securrties which the Company has paid for, or pay for securities which the
Company has dehivered This nsk 1s considered to be small as most of the Company's investment transactions are in unquoted
investments, where tnvestments are conducted through solicitors, to ensure that payment matches delvery tn respect of any quoted
investment transactions that are undertaken, the Company uses brokers with a gh credit quaiity, and these trades usually have a
short settlement penod Accardingly, counterparty nisk is considered to be refatively low

Cash flow interest rate nsk

The Company's fixed and floating rate interest securities, its equity and preference equity investments and net revenue may be
affected by interest rate movements. Investments are often in relatively small businesses, which are relatively mgh nisk investments
sensitive to interest rate fluctuations.

Due to the short time to matunty of some of the Company's floating rate investments, 1t may not be possible to re-invest in assets
which provide the same rates as those currently held The Company’s assets include fixed and floating rate interest instruments, as
shown below The rate of interest earned 1s regularly reviewed by the Board, as part of the risk management processes applied to these
instruments, already disciosed under market price nsk above,

The interest rate profile of the Company's financial net assets at 31 December 2009 was

Financial Fixed rate Variable rate Total Weighted Average
net assats on financial financial average period to
which no assets assets interast rate maturity
nterest paid {see note)
£ [3 £ £ % {years)
Equity shares 4,084,318 - - 4,084,318
Preference shares - 7,98t - 7,981 167 337
Loan stocks - 6,236,942 1,450,342 7.687,284 513 213
Money market funds - - 51775710 5177570 045
Cash - - 46,253 46,253
Debtors 59,190 - - 59,190
Creditors {118,094} - - {118,094}
Total for financial instruments 4025414 6,244,923 6,674,165 16,944,502
Non financial instruments 34,868 - - 34,868
Total net assets 4,060,282 6,244,923 6,674,165 16,979,370
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The interest rate profile of the Company's financial net assets at 31 December 2008 was

Financial Fixed rate Varnable rate Total Weaighted Average
net assets on financial financial average period to
which no assets assets interest rate maturity
interest paid
E E £ £ % {years)
Equity shares 4,533,782 - - 4,533,782
Preference shares ~ 42,433 - 42,433 337 258
Loan stocks - 4,482,975 4,497,688 8,980,663 575 320
Money market funds - - 4,375,724 4,375,724 257
Cash - - 71,812 71,812
Debtors 63,706 - - 63,706
Creditors {272,183) - - (272,183)
Total for financial instruments 4,325,305 4,525,408 8,845,224 17,795,937
Nor financial instruments 202,625 - - 202,625
Total net assets 4,527,930 4,525,408 8,945,224 17,098,562

Note Weighted average interest rates above are derived by calculating the expected annual income that would be earned on each
asset (but only for those sums that are currently regarded as collectible and would therefore be recognised), divided by the values for
each asset class at the balance sheet date

Floating rate cash earns interest based en LIBOR rates.

The Company's tnvestments in equity shares and similar instruments have been excluded from the interest rate nsk profile as they
have no maturity date and would thus distort the weighted average period information

Cash flow interest rate sensitivity

Although the Company holds investments in loan stocks that pay interest, the Board does not consider 1t appropriate to assess the
impact of interest rate changes in 1sclation upon the value of the unquoted investment portfolio, as interest rate changes are only one
factor affecting the market price movements that are discussed above under market price nsk However, as the Company has a
substantial proportion of its assets i money market funds, the table below shows the sensitrvity of income earned to changes in
interest rates

2009 2008
Profit and Profit and
net assats net assets
£ E
If interest rates fell by 1%, with all cther vanables held constant — decrease {52,361) {61,726)
Decrease tn earnings, and net asset value, per Ordinary Share {in pence) (028)p {0 30)p
If interest rates rose by 1%, with alt other vanables held canstant - increase 52,361 01,726
Increase 1 earmings, and net asset value, per Ordinary Share {in pence} 026p 030p

Liquidity risk

The investments i equity and fixed interest stocks of unquoted companies that the Company holds are not traded, they are not
readily realisable. The abthity of the Company to realise the investments at their carrying value may at times not be possible if there
are na willing purchasers. The Company's abtlity to sell investments may also be constrained by the requirements set down for VCTs.
The maturity profile of the Company's loan stock investments disclosed within the consideration of credrit nisk above indicates that
these assets are also not readily realisable until dates up to five years from the year-end

To counter these nisks to the Company's hiquidity, the Investment Manager maintains sufficient cash and money market funds to meet
running costs and other commitments. The Company invests 1ts surplus funds in high quality money market funds which are, as
reported in Note 13, nearly all accessible on an immediate basts

Currency risk
All assets and habilities are denominated in sterhing and therefore there 15 no currency risk
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Fair value hierarchy
The table below sets out fair value measurements using FRS29 faw value huerarchy

Financial assets at fair value through profit and loss
At 31 December 2009

Level 1 Level 2 Level 3 Tota!

£'000 £'000 £000 £'000

Equity investments 75,045 - 4,008,273 4,084,318
Prefarence shares - - 7981 7,981
Loan stock - - 7,687,284 1,687,284
Money market funds 5177,570 - -~ 5,177,570
Total 5,252,615 - 11,704,538 16,957,153

There are currently no financial habilities at fair value through profit and loss.

Categonsation within the hierarchy has been determined on the basis of the lowest level input that is sigmificant to the fair value
measurement of the relevant asset as follows

Level 1 —valued using quoted prices in active markets for identical assets

Level 2 - valued by reference to valuation techniques using observable inputs other than queted pnces included within Level 1
Level 3 — valued by reference to valuation techmques using inputs that are not based on observable market data

The valuation techriques used by the Company are explained in the accounting pelicies in Note 1

There have been no transfers during the year between Levels 1 and 2 A reconciliation of fair value measurements in Level 3 15 set
out below

Equity Preference Loan Total
Investments shares stock

£000 £'000 £'000 £'000
Operning balance at 1 January 2009 4,469,458 42,433 5,980,663 13,492,554
Purchases 32,907 76 534851 567,834
Sales (1178,180) (1,307) {841,358} (2,020,845)
Total (losses).”gains included in (losses)/gains
on investments in the income Statement
- on assets soltd (197,436) - 34,325 (16311}
- on assets held at the year end 1,142,485 (34,958) (1,279,421} {171,894)
Closing balance at 31 December 2009 4,269,234 6,244 7,429,060 11,704,538

As detailed in the accounting policies note, where investments are valued on an earntngs-multiple basis, the main input used for this
basts of valuation 15 a suitable price-earnings ratio taken from a comparable sector on the quoted market These ratios are correlated
to the share prices and so any change in share prices will have a sigmificant effect on the fair value measurements of the investments
classified as Level 3 investments.
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Level 3 unguated equity and loan stock investments are valued in accordance with the IPEVCV guidelines as follows

31 December 31 December

2009 2008
£ 3

Investment methodology
Cost {reviewed for imparrment) 1,097,572 3,657,084
Asset value supporting secunty held 700,992 -
Recent investment price 1,747,014 859,640
Earnings multiple 8,158,960 8,975,830
11,704,538 13,492,554

The unguoted equity and loan stock investments had the following movements between valuation methodologles between 31

December 2008 and 31 December 2009

Carrying value as at
Change m investment methodology 31 Decemher 2009
{2008 to 2009) £ Explanatory note
Recent investment price to earmngs multiple 787,552 More appropnate basis for determiming the value
Cost (reviewed for impairment} to earnings multiple 665,048 More appropnate basis for determining the value
Earmngs multiple to Asset value supporting secunty held 700,992 More appropnate basis for determining the value
Cost (reviewed for impairment) to recent investment price 1,747,014 More appropnate basis for determining the value

The valuation wili be the most appropnate valuation methodology for an investment within its market, with regard to the financial
health of the investment and the September 2009 IPEVCY guidehines. The directors believe that, within these parameters, there are
no other possible methods of valuation which would be reasonable as at 31 December 2009

FRS 29 requires disclosure, by class of financial instruments, if the effect of changing one or more inputs to reasonably possible
alternative assumptions would result in a significant change to the fair value measurement. The information used in determination
of the fair value of Level 3 investments is chosen with reference to the specific underlying circemstances and position of the investee
company The portfolio has been reviewed and both downside and upside reasonable possible altemative assumptions have been
identified and applied to the valuation of each of the unquoted investments. Applying the downside alternatives, the value of the
unquoted investments would be £970k or 8 2% lower Using the upside alternatives the value would be increased by E1 4mor 11 7%
In arnving at both these figures, a 5% change to earmings multiples was apphied 1n addition, for the upward alternative only, the
earnings of three investee companies were increased where it was considered reasonable to do so

Matrix Incoma & Growth VCT plc Report and Accounts 2009

49




Notes to the Accounts
for the year ended 31 December 2009

21 Management of capital

The Company's objectives when managing capital are to safeguard the Company’s ability to continue as a going concern, $o that it
can continue to provide returns for Shareholders and to provide an adequate return te Shareholders by allocating its capital to assets
commensurately with the level of risk

By its nature, the Company has an amount of capital, at least 70% {as measured under the tax iegisiation} of which 15 and must be,
and remain, invested in the relatively high nisk asset class of small UK companies within three years of that capital being subscribed
The Company accordingly has imrted scope to manage its capital structure in the light of changes in economic conditions and the nisk
charactenistics of the underlying assets. Subject to this overall constraint upon changing the capital structure, the Company may
adjust the amount of dividends paid to Shareholders, return capital to Shareholders, 1ssue new shares, or sell assets if so required to
maintain a level of iquidity to remain a going concern

Although, as the Investment Policy implies, the Board would consider levels of geanng, there are no current plans to do so It regards
the net assets of the Company as the Company's capital, as the level of liabilities are small and the management of them s not directly
related to managing the return to Shareholders. There has been no change in this approach from the previous year

22 Segmental analysis
There 15 only one class of business and the operations of the Company are wholly in the United Kingdem

23 Related party transactions

Bridget Guénn was until 22 December 2009 a director and remains a sharehalder (2 0%) of Matrix Group Limited, which owns 100%
of the equity of MPE Partners Limited MPE Partners Limited has a 50% interest in Matnx Private Equity Partners LLP ("MPEP"), the
Company's Investment Manager The fee arrangements and the fees payable are set out in Note 4 £ni1l (2008 £12,481) was payable
to the Investment Manager at the year-end, while £25,842 (2008 £99,550} 1s recoverable from the Investment Manager in respect
of the expense cap for the year Bridget Guénn was also unti] 22 December 2009, a director of Matnx-Secunties Limited, a wholly-
owned subsidiary of Matnx Group Limited, who provided Company Secretanal and Accountancy Services to the Company under
agreements dated 8 July 2004, disclosed in Note 5 to these accounts as administrabion fees. The agreements with MPEP and with
Matnix-Securities Limited became effective from 5 October 2004 £21,861 was due to Matnx Securities Limited at the end of the year
(2008 £21,119)

Matnx Group Limited also holds a significant interest in Matnix Corporate Capital LLP (“MCC") Four share buybacks were undertaken
by MCC on the Company's tnstruction, costing £247,033 Fees of £9,1 61 were pad to MCC during the year

24 Post balance sheet events

Since the year-end, the Board, assisted by its professtonal advisers, has commenced the production of proposals to be sent to
Shareholders to merge the Company with Matrix Income & Growth 3 VCT plc. Shareholders will be asked to vote on these proposals
at an extraordinary general meeting, currently scheduled to take place in May 2010 on the same day as the Company's Annual
General meeting If Shareholders approve these proposals, the assets and habilities of Matnx Income & Growth VCT 3 plc will be
transferred to the Company, in return for new shares to be 1ssued by the Company to Shareholders in Matnx Income & Growth 3 VCT
plc at their fair value, The number of such shares to be tssued by the Company will be determined by the relative net asset values per
share of both the Company and Matnx Income & Growth VCT 3 plc, at the date of the merger At the date of approval of these
accounts, the Board remains intent on finalising these proposals in time to be posted to Shareholders to accompany these accounts
wn their printed form The Company estimates that it will share merger costs, estimated to total approximately £250,000, with Matrix
Income & Growth VCT 3 plc.
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Shareholder Information

Shareholders wishing to foitow the Company's progress can wisit the Company website at www migvct co uk which contains publicly
avallable information or links to information about our largest investments, the tatest NAV and the share price. The London Stock
Exchange’s website at www londonstockexchange com./en-gb/pricesnews provides up to the minute details of the share price and
latest NAV announcements, ete. A number of commentators such as Tax Efficient Review at wwwtaxefficientreview com provide
comparative performance figures for the VCT sector as a whole The share price is also quoted 1n the Financial Times.

The Company circulates a bi-anaual newsletter to Shareholders in the quarters in which it does not publish annual or interim accounts.
The next edition will be distnbuted n June 20710

Net asset value per share
The Company's NAV per share as at 31 December 2009 was 83 3 pence per share The Company announces 1ts unaudited NAV on a
quarterly basis.

Dividend

The Directors have declared an internim dwidend in respect of the year ending 31 December 2010 on 16 March 2010 to Shareholders of
5 0 pence per share compnising 05 pence from income and 4 5 pence from capital The dividends will be paid on 21 April 2010 to
Shareholders on the Register on 26 March 2010

Shareholders who wish to have dividends paid directly into their bank account rather than sent by cheque to ther regsstered address can
complete a mandate for this purpose. Mandates can be obtained by contacting the Company's Registrars, Computershare Investor
Services PLC at the address below

Financial calendar

26 March 2010 Record date for Shareholders to be eligible for intenm dividend

Mid April 2010 Annual Report for the year ended 31 December 2009 to be circulated to Shareholders

21 April 2010 tntenim dividend in respect of the year ended 31 December 2009 to be paid to Shareholders.
12 May 2010 Annual General Meeting

Early August 2010 Announcement of Half-Yearly Results

Late August 2010 Half-Yearly Report for the six months ended 30 June 2010 to be circulated to Shareholders
31 December 2010 Year end

Annual General Meeting

The next Annual General Meeting of the Company will be held on 12 May 2010 at 11 00 am at One Vine Street, London W1J OAH
Please try to arnve 10 minutes before the meeting starts when tea and coffee will be served to Shareholders. A short presentation will
be given by the Investment Manager during the AGM The Notice of the meeting is included on pages 52 - 54 of this Annuat Report
A proxy form for use at the Meeting 1s enclosed separately with Shareholders copies of this Annual Report. Proxy forms should be
completed in accordance with the snstructions printed thereon and sent to the Company's Registrars, Computershare Investor Services
PLC, to arrive no later than 11 00 am on 10 May 2010

Shareholder enquires
For enquines concerning the Fund, please contact the investment Manager, Matnix Private Equity Partners LLF, on 020 3206 7000 or by
e-mall to info @ matnxpep co uk.

For information on your holding, to notify the Company of a change cf address or to request a dividend mandate form (should you wish to
have future dividends paid directly into your bank account) please contact the Company's Registrars, Computershare Investor Services
PLC, on OB70 707 1155 or write to them at The Pawilions, Bridgwater Road, Bristol BS99 6ZZ or should you prefer visit their website at
Www Investorcentre.co uk

To contact the Chairman, the Senior Independent Director or any member of Board, please contact the Company Secretary, Matnix-
Secunties Limited in the first instance, on 020 3206 7000 or by e-mail to MIG@ matnixgroup co uk
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MATRIX INCOME & GROWTH VCT PLC |
(Registered in England and Wales No. 5153931) |

NOTICE of the ANNUAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN that the sixth Annual General Meeting of the Company will be held at 11 00 on 12 May 2010 at Matrix
Group Limited, One Vine Street, London, W1 OAH for the purposes of considering and, if thought fit, passing the following resolutions
of which resolutions 1 to 6 will be proposed as ordinary resolutions and resolutions 7 to 10 will be proposed as special resolutions

ORDINARY BUSINESS

1 Toreceive and adopt the report of the Directors and the audited accounts of the Company for the year ended 31 December 2009,
together with the Auditors' report thereon

To approve the Directors’ Remuneration Report as set out in the Annual Report and Accounts of the Company for the year ended
31 December 2009

To re-appoint PKF (UK]) LLP of Farringdon Place, 20 Farningdon Road, London EC1M 3AP as Auditors.
To authonise the Directors to determine the remuneration of the Auditors,
To re-elect Bndget Guénn as a Director of the Company

That n substitution for any existing authorities pursuant to section 551 of the Companies Act 2006 (“the Act™), the Directors be
and are hereby generally and unconditionally authonsed to exercise all the powers of the Company to allot shares in the Company
and to grant nghts to subscribe for or to convert any security into shares in the Company up to an aggregate nominal amount of
£67,912 provided that thts authonty shall expire an the fifth anmversary of the date of the passing of this resolution unless
renewed, revoked or varied by the Company in general meeting (except that the Company may, before such expiry, make offers or
agreements which would or might require shares to be allotted or nights to be granted after such expiry and notwithstanding such
expiry the Directors may allot shares or grant nghts in pursuance of such offers or agreements)

7 THAT subject to the passing of resolution 6 above and in substitution for any existing authonties pursuant to section 570 (1) of
the Companies Act 2006 ("the Act”) the Directors be and they are hereby empowered to allot equity secunities (as defined in
Section 560 {1) of the Act) for cash pursuant to the authonty conferred upon them by resolution & above or by way of a sale of
treasury shares as if Section 561 (1) of the Act did not apply to any such alletment, provided that the power conferred by this !
resotution shall be imited to

(1) the allotment and~/or sale of equity secunties in connectton with an issue or offer by way of nights or other pre emptive issue or
offer, open for acceptance for a pertod fixed by the directors where the shares offered to all sharehglders are proportionate (as
nearly as may be) to the respective numbers of ordinary shares of 1 pence each {"Ordinary Shares") held by them on a fixed
record date, but subject to such exclusions or other arrangements as the Directors may deem necessary or expedient to deal with
legal or practical problems in respect of overseas shareholders, fractional entitlernents, directions from any holders of Grdinary
Shares to deal in some other manner with ther respective entitlernents, or the requirements of any recognised regulatory body
or any stock exchange m any ternitory,

{n) the allotment and/or sale of equity securities with an aggregate nominal value of up to but not exceeding 10 per cent of the
1ssued Ordinary Share Capital of the Company at the date hereof in connection with any dividend investment scheme or similar
scheme as may be introduced by the Company from time to time,

{n) the allotment and/or sale of equity secunties (otherwise than pursuant to sub-paragraphs {1) and (u) above) up to an aggregate
nominal amount of 10 per cent of the 1ssued Ordinary Share Capital of the Company at the date hereof where the proceeds of
the allotment may be used in whole or in part to purchase the Company’s Ordinary Shares in the market,

() the allotment and/or sale of equity secunties (otherwise than pursuant to sub-paragraphs (1), (n) and {in} above} from time to
time with an aggregate nomial value of up to 5 per cent of the 1ssued Ordinary Share Capital of the Company at the date
hereof

and shall expire on the conclusion of the Annual Ceneral Meeting of the Company to be held in 2011 or if earlter 11 August 2011

(unless previously renewed, vaned or revoked by the Company in General Meeting), except that the Company may, before such

expiry, make an offer or agreement which would or might require equity secunties to be allotted after such expiry and the Directors

may allot equity secunties in pursuance of such offer or agreement as if the power conferred hereby had not expired

N

[= RS, I P
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NOTICE of the ANNUAL GENERAL MEETING

SPECIAL BUSINESS

8 THAT in substitution for any existing authonties pursuant to and in accordance with sectian 701 of the Compamies Act 2006 (“the
Act”), the Company be authorised to make one or more market purchases {within the meaning of Section 693 (4} of the Act) of
ordinary shares of 1 pence each in the capital of the Company {"Ordinary Shares”) provided that

{1} the maximum aggregate number of Ordinary Shares authonsed to be purchased shall not exceed 3,053,990,
{n} the mimimum price which may be paid for Ordinary Shares 1s 1 penny per shate, the nominal value thereof, and

(i} the maximum price which may be paid for an Orcinary Share 1s not more (excluding expenses) per Ordinary Share than the
higher of {1) 5 per cent above the average of the middie market quotations for the Ordinary Shares as derived from the Daily
Official List of the London Stock Exchange for the five business days immediately preceding the day on which that Ordinary
Share 15 purchased and {1) the price stipulated by Article 5{1) of the Buy back and Stabilisation Regulations 2003 {EC
2273/2003)

and this authority shall expire on conclusion of the next Annual Generai Meeting of the Company grif earlier 11 August 2011
9 That with effect from the close of this meeting

{1} The provisions of the Company's Memorandum of Association which, by wirtue of section 28 of the Compantes Act 2006, are
to be treated as provisions of the Company's Articles of Association, be deleted in their entirety, and

{) The Articles of Assocration produced to the meeting and imitialled by the charman of the meeting for the purpose of
identification be adopted as the Articles of Association of the Company in substitution for, andto the exctusion of, the existing
Articles of Assoiation

10 That a general meeting other than an annual general meeting may be called on not less than 14 clear days’ notice.

BY ORDEROF THE BOARD

B¢ Matnx-Secunties Limited
Company Secretary

Registered Office
One Vine Streat
London W1J QAH

16 March 2010
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NOTES

1

54

Members are entitled to appoint a proxy to exercise all or any of their nghts te attend and to speak and vote on their behalf at the
meeting A shareholder may appoint more than one proxy n relation to the Annual General Meeting provided that each proxy Is
appointed to exercise the nghts attached to a different share or shares held by that shareholder A proxy need not be a shareholder of
the Company A proxy form which may be used to make such appointment and qive proxy instructions accompanies this notice. If you
do not have a proxy form and believe that you should have one, or if you require addittonal forms, please contact the Registrars helpline
on 0870 707 1155

To appont a proxy (a) the form of proxy or other instrument appointing a proxy must be received by post or (during normal business
hours cnly) by hand at the Company's registrars, Computershare investor Services PLC, The Pavilions, Bndgwater Road, Bnistol BS99 6ZY
or (b) the proxy appointment must be registered electronically at www eproxyappointment com, in each case 50 as to be received not
later than 11 Q0 am on 10 May 2010 or 48 hours before the time appomted for any adjourned meeting or, in the case of a poll taken
subsequent to the date of the meeting or adjourned meeting, so as to be recerved no later than 24 hours before the time appointed for
taking the poll

To vote electronically, you will be asked to provide the Control Number, Shareho!der Reference Number (SRN) and PIN, detalls of which
are contained in the covenng letter sent with Shareholders’ copies of this Annual Report. This is the only acceptable means by which
proxy instructions may be submitted efectromcally

The return of a completed proxy form, other such instrument or any electronic proxy instruction as descnbed in paragraph 2 above will
not prevent a shareholder attending the Annual General Meeting and voting n person if he/she wishes to do so

Any person to whom this notice 15 sent who s a person nominated under section 146 of the Companies Act 2006 to enjoy information
nghts {a “Nomnated Person”) may, under an agreement between lim./her and the shareholder by whom he/she was nommated, have
a nght to be appointed (or to have someone else appointed) as a proxy for the Annual Genera! Meeting If a Nominated Persen has no
such proxy appointment right or does not wish to exercoise 1, he/she may, under any such agreement, have a nght to give instructions
to the sharehclder as to the exercse of voting nghts.

The statement of the nghts of shareholders in relation to the appointment of proxies 1n paragraphs 1 and 2 above does not apply to
Nominated Persons. The rights descnibed in these paragraphs can only be exercised by shareholders of the Company

To be entitled to attend and vote at the Annual General Meeting {and for the purpose of the determination by the Company of the votes
they may cast), shareholders must be registered in the Register of Members of the Company at 11 00 am on 10 May 2010 {ot,in the event
of any adjournment, on the date which 15 two days before the time of the adjourned meeting) Changes te the Register of Members after
the relevant deadline shall be disregarded in determmning the nghts of any person to attend and vote at the meeting

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

Any member attending the meeting has the nght to ask questions, The Company must cause to be answered any such question relating
to the business being dealt with at the meeting but no such answer need be given if {a} to do so would interfere unduly with the
preparation for the meeting or involve the disclosure of confidential information, (b) the answer has already been given on a website in
the form of an answer to a question, or (c) 1t 1s undesirable in the interests of the Company or the good order of the meeting that the
question be answered

As at 16 March 2010 (being the last business day prior to the publication of this Notice) the Company’s 1ssued share capital consisted of
20,373,514 Ordinary Shares, éach carrying one vote. Therefore, the total voting nghts in the Company as at 16 March 2010 were
20,373,514

The Register of Directors’ Interests and Directors’ appointment letters shall be avalable for inspection at the place of the Annual General
Meeting for at least fifteen minutes pnor to and dunng the meeting The Directors do not have any service contracts with the Company

A copy of this notice, and other information required by s311 A of the Companies Act 2006, can be found at www migvet ¢o uk.

A copy of the articles of association proposed to be adopted pursuant to resolution & will be available for inspection at the offices of
Matnx-Secunties Limited, One Vine Street, London W1) OAH from the date of this Notice unul the concluston of the Annual General
Meeting and then at the Annual General Meeting from 15 minutes before the start of the meeting until the conclusion of the meeting
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PROXY FOR THE ANNUAL GENERAL MEETING
for Matrix Income & Growth VCT plc

l/We
of (address)

being a member/members of the Company hereby appoint the Chairman of the Meeting, or

for the following number of Ordinary Shares |

as my/our proxy to vote, on a pold, in my/our name and an my/our behalf at the Annual General Meeting of the Company to be held
at 11 00 am on 12 May 2010 at the offices of Matrix Group Limited, Fourth Floor, One Vine Street, London, W1) OAH and at any
adjournment thereof

Please indicate with an ‘X' 1n the boxes below how you wish your vote to be cast Should this form of proxy be returned signed but
without a specific direction, the proxy may vote or abstain as he/she thinks fit

Please mdicate with an % If this 1s one of multiple proxy istructions being given D

The proxy 1s directed to vote on the resolutions set out in the notice convening the Annual Genesal Meeting, of which resolutions 1 to
& are proposed as ordinary resofutions and resolutions 7 to 10 are proposed as special resolutions, as follows

Resolution For Agatnst | Vote
withheld

ORDINARY BUSINESS

Resolution 1 | To recewve and adopt the report of the Directors and the audited accounts of the
Company for the year ended 31 December 2009

Resolution 2 | To approve the Directors’ Remuneration Report for the year ended
31 December 2009

Resolution 3 | To re-appoint PKF (UK) LLP as Auditors.

Resolution 4 | To authonse the Directors to determine the remuneration of the Auditors.

Resolution 5 | To re-elect Bndget Guérin as a Director of the Company

Resolution 6 | To authonse the Directors to allot Ordinary Shares,

Resolution 7 | To authorise the Directors to disapply pre-emption rights of members.
(Special Resolution)

SPECIAL BUSINESS

Resolution 8 | To authonse the Company to make market purchases of Ordinary Shares,
{Special Resolution)

Resolution 9 | To adopt new Articles of Association of the Company {Special Reselution}

Resolution 10| To approve a resolution that a general meeting other than an annual general
meeting may be called on not less than 14 clear days' notice. {Special Resolution}

Signed Dated

NOTES AND INSTRUCTIONS

1 Every holder has the nght to appoint some other personis) of thew choice, who need not be a shareholder as his proxy to exercise all or any of his ights, to attend, speak and vote
on their behalf at the meeting 1F you wish to appoint a person ather than the Chairman please insert the name of your chosen proxy holder in the space provided If the proxy 1s
being appointed in relation to Jess than your full veting entitlement please anter 1n the box following the proxy holder s name the number of shares i relation to which they are
authonsed to act as your proxy If left blank your proxy will be deemed to be authonsed in respect of your full voting entitlement {or if this praxy furm has been issued in respect of
a denignated account for a shareholder the full voting entitlement for that designated account)

2 To appoint more than gne proxy an additional proxy form(s) may be obtained by contacting the Regstrar's helpline on 0870 707 1155 or you may photocopy this form Please
indicate in the box next to the proxy holder s name the number of shares in relation to which they are authonsed to act as your praxy Please also endicate by ticking the box provided
if the proxy instruction 1s one of multiple instiuctions being given Al forms must be signed and should be returned together in the same envelope,

3 The "Vota Withheld' oprion 1s provided to enable you to abstain on any particular resolution However 1t should be noted that a *Vote Withheld ts not a vote in law and will not be
counted in the calculation of the proportion of the votes 'For' and Agamst a resolution

4 Pursuant to regulation 41 of the Uncertificated Secunties Regulatiens 2001, entitlement to attend and vote at the magting and the number of votes which may be cast thereat will
be deternuned by reference to the Register of Members of the Company a2 close of b an the day which 1 two days before the day of the meeting Changes to entries on the
Regtstes of Members after that time shall be disreqarded 10 determining the nights of any person to attend and vote at the meeting

5 Any afterations made to this form should be mitialled

6  The completion and return of this form will not preclude a member from attending the meeting and voting in person
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