 IMPORTANT NOTICE

This Document, which constitutes a financial promotion for the purposes of section 21 of the Financial Services and Markets Act 2000, (FSMA 2000) has been approved, for the purposes of that section only, by M D Barnard & Company Limited (‘MDB’) which is authorised and regulated by the Financial Services Authority. MDB will not regard any person other than the Company as its customer. There is no guarantee that the Company’s investment objectives will be attained. If you are in any doubt as to what action to take, you should contact an independent financial adviser. The levels and bases of reliefs from taxation described in this Document are those currently available. These may change and their value depends on an Investor’s individual circumstances. No person has been authorised to issue any advertisements or give any information, or make any representations in connection with the Offer, other than those contained in this Document and, if issued, given or made, such advertisements, information or representations must not be relied upon as having been authorised by the Company. MDB has given, and not withdrawn, its consent to the inclusion of its name in the form and context in which it is included.

	OFFER TIMETABLE AND STATISTICS
	

	Minimum individual investment
	£2,000

	Maximum number of New Shares to be issued under the Offer
	                    574,000                    846,449

	Subscription price per Share
	           NAV + 2.5% *

	Closing Date –  (unless fully subscribed earlier)
	                    12th April, 2012


ENQUIRIES

M D Barnard&CompanyLimited
Tel:
01268493333

17-21 New Century Road
Fax:
01268546300

Laindon, Essex SS15 6AG
 This document does not constitute a prospectus for the purposes of the Prospectus Rules.  Therefore this document is not an approved prospectus for the purposes of, and as defined in, section 85 of FSMA 2000, and has not been approved by the FSA or by any authority which could be a competent authority for the purposes of the Prospectus Directive.

* At the closing date, the subscription price will be based on the Net Asset Value (‘NAV’) per share, calculated by using a mid price valuation of the fund divided by the number of shares in issue + 2.5%. 
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Dear Investor

OFFER FOR SUBSCRIPTION OF UP TO 574,000 NEW SHARES AT A SUBSCRIPTION PRICE BASED ON NAV PER SHARE  + 2.5% (“OFFER FOR SUBSCRIPTION”)

Introduction

The Directors would like to offer Investors the opportunity to subscribe for New Shares in the New Century Aim VCT 2 plc (the “Company”). 

Under this Offer, Investors may subscribe for up to 574,000 New Shares (less than 10% of the current issued Ordinary share capital) in the Company. In doing so they will be investing in an established portfolio with the benefit of 30% income tax relief, provided that they hold the investment for a minimum of five years.

Background

New Century Aim VCT 2 was formed and launched in March 2007 and was admitted to the Official list in the same month, having raised approximately £5.74 million by way of  an offer for subscription. The Company’s entire issued share capital is currently listed on the Official List and traded on the London Stock Exchange.

The Company invests mainly in companies listed on AIM and to a lesser extent on the Main Market and Plus Markets.

M D Barnard & Company Limited (‘MDB’) acts as manager of the Company’s funds.  MDB manages around  £25million of private client, pension fund, charity and VCT fund investments, including New Century Aim VCT plc.

Reasons for the Offer for Subscription

The Board believes that it is in the interests of all shareholders for the Company to raise additional funds in order to participate in new investment opportunities. The funds raised under the Offer will be managed in the existing Ordinary Share Pool.

This Offer may be attractive to Investors as it affords them the opportunity to:

· Obtain income tax relief at 30% on the amount subscribed;

· Participate in a market sector which presents new investment opportunities; and

· Invest in a VCT company with an experienced management team.

 If you have any questions regarding the Offer, please contact M D Barnard & Company Limited on 01268495120.

Yours faithfully

Geoff Gamble
Chairman

RISK FACTORS

Prospective Investors should be aware that the value of New Shares and the income from them can fluctuate. In addition, there is no guarantee that the market price of New Shares will fully reflect their underlying net asset value or the ability to buy and sell at that price. Furthermore, in the opinion of the Directors, investing in the Company carries particular risks, of which the principal risks are set out below:

· Although it is intended that the Company will be managed so as to retain its VCT status, there is no guarantee that such status will be maintained. Further details of the taxation implications of an investment in the Company are set out in Appendix III of this Document. However, if the Company fails to meet the qualifying requirements for a VCT, this could result in:

(i) Investors being required to repay the 30% income tax relief received on subscription for New Shares;

(ii) the loss of income tax relief on dividends paid (or subsequently payable) to Investors;

(iii) the loss of tax relief previously obtained in relation to corporation tax on capital gains made by the Company;

(iv) a liability to tax on capital gains on any disposal of New Shares; and

(v) the loss of the Company’s listing on the Official List and the ability of its Ordinary Shares to be traded on the London Stock Exchange.

· The levels and bases of reliefs from taxation may change. The tax reliefs referred to in this Document are those currently available and their value depends on the individual circumstances of Investors.

· An investment in a VCT is free from tax on capital gains. Consequently, any realised losses on disposal of New Shares cannot be used to create an allowable loss for capital gains tax purposes.

· Although the New Shares will be listed on the Official List and traded on the London Stock Exchange, it is unlikely that a liquid market in the New Shares will develop and there may never be two competitive market makers. It may, therefore, prove difficult for Shareholders to sell their New Shares.

· Some of the Company’s investments may be in companies whose securities are not publicly traded or freely marketable and may, therefore, be difficult to realise.

· In order to comply with VCT legislation, the VCT Qualifying Companies, in which the Company invests, must have gross assets of not more than £15 million prior to investment and £8 million and have less than 250 employees. Such companies generally have a higher risk profile than larger companies.

· There is no guarantee that the Company’s objectives will be met or that suitable investment opportunities will be available.

· The Company’s ability to obtain maximum value from its investments (for example, through sale) may be limited by the requirements imposed in order to maintain the VCT tax status of the Company (such as the obligation to have at least 70% by value of its investments in VCT Qualifying Investments).

· Investors should be aware that the sale of New Shares within five years of their subscription will require repayment of the 30% income tax relief available upon investment to the extent of the amount received from such sale. Accordingly, investment in the Company is not suitable as a short or medium term investment.

· An Investor’s initial income tax relief will be withdrawn if a Shareholder, or any person associated with the Shareholder, takes out a loan which would not have been made, or would not have been made on the same terms, save for the acquisition of New Shares.

· The past performance of the Company and/or investments managed by the Manager should not be regarded as an indication of the future performance of the Company.

· Changes in legislation concerning VCTs in general, VCT Qualifying Investments and qualifying trades in particular, may restrict or adversely affect the ability of the Company to meet its objectives and/or reduce the level of returns which would otherwise have been achievable.

· The value of New Shares may go down as well as up and Shareholder(s) may not receive back the full amount invested.

BACKGROUND INFORMATION

This Document provides details of an Offer for Subscription for up to 574,000 New Shares in New Century Aim VCT 2 plc. 

1. Background Information on the Company

Current Trading and Investment Progress

The Company’s latest published results covered the 6 month period to the 30th June, 2010 at which date the net asset value per share was 46.2p per share
Investment Strategy

The Company will continue to invest predominantly in VCT qualifying companies with a view to maintaining at least 70% in VCT qualifying investments.

· .

2.
Summary of Investments and Performance to date
As at 30th June, 2010, the fund held 18 qualifying investments with a total value of £1.79 million, representing 73% by value of the fund. In addition, there were 22 non qualifying investments with a total value of £650,000.
.3. Investment Management

The Board consists of four directors, three of whom are independent of MDB. The Board has overall responsibility for the Company and its investment policies and has appointed MDB as the investment manager. 

.

The Board

.
Michael Barnard (Aged 60)

Non-Executive Director

Michael has been employed in stockbroking since 1971. In 1974, he became a Member of the Stock Exchange. During his career, his duties have spanned investment advising, investment research, dealing and company management. In 1988, he started his own stockbroking company, M D Barnard & Company Limited, which now has a staff ( including self employed registered representatives) of 20.

Geoffrey Gamble ( Aged 52)

Non-Executive Director

Geoffrey started his career with National Westminster Bank plc. He joined Publishing Holdings an 1984 and became a director in 1986. He took part in an MBO in 1988, backed by Schroder Ventures ( now Pemira) to form Charterhouse Communications Ltd and was instrumental  in the satisfactory venture capital exit from that company in 1996. He was Managing Director of Charterhouse Communications plc from 1999 until his retirement from the company in 2008.

Ian Cameron-Mowat ( Aged 60)

Non-Executive Director

Ian has a BSC 1st  degree in electronics and was involved in the early development of computers at Burroughs Machines. He is currently a consultant radiologist to the NHS Trust.
Peter Riley ( Aged 65)

Non-Executive Director.

Peter qualified as a solicitor in 1969 and in that year became partner of Mitchells Solicitors. In 1977, he became a partner in his present solicitor practice, Daybells, where he specialises in property law with an emphasis on large commercial properties.

4. Current VCT Tax Relief and increase in VCT Investment limit

For the 2007/2008 tax year the Chancellor reintroduced 30% income tax relief for subscriptions to VCTs. For an Investor with sufficient tax liabilities, this means that for each £1 invested in New Shares in the Company, the net cost is only 70p.

The principal tax reliefs, which are available on a maximum investment of £200,000 per individual (across all VCT investments) in the tax year 2011/12, are set out below:

· Income tax relief at 30% of the amount subscribed provided that the VCT shares are held for at least five years. It is not necessary for an Investor’s marginal tax rate to be 30% in order for the Investor to obtain 30% income tax relief of the amount subscribed. Relief will be restricted to the amount which reduces the Investor’s income tax liability to nil;

· Tax-free dividends and capital distributions from a VCT; and

· Capital gains tax exemption on the disposal of ordinary shares in a VCT. Further details of tax reliefs are provided in Appendix III on pages 10 and 11.

The above is only a brief summary of the law concerning the tax position of Investors in VCTs and is based on the understanding of current law and practice in relation to VCTs. Potential Investors are recommended to consult their own independent professional adviser as to the taxation consequences of their investment in a VCT.

GENERAL INFORMATION

Details of Offer for Subscription

It is proposed to allot up to 574,000  New Ordinary Shares pursuant to the Offer for Subscription.  The Offer for Subscription has not been underwritten.

The Offer for Subscription will be open from  12th April 2011 until the earlier of noon on 12th April 2012 and the date on which the maximum subscription is reached (or until such time as the Company  agrees.)

The terms and condition of the Offer for Subscription are set out in Appendix V of this document and an Application Form, together with details of the application procedure, is set out at the end of this document.

Application will be made to the UK Listing Authority for the New Ordinary Shares to be admitted to the Official List.  Application will also be made to the London Stock Exchange for the New Ordinary Shares to be admitted to trading on its main market for listed securities.

It is expected that Admission will become effective, and that trading in all of the New Ordinary Shares to be issued in respect of valid applications pursuant to the Offer for Subscription will have commenced by no later than 12th April 2012 unless the offer for Subscription is closed earlier in which case the final application for Admission will take place as soon as practicable following the closing date.

The New Ordinary Shares will rank pari passu with the existing Ordinary Shares in all respects, including the rights to all dividends declared, made or paid after the date of their issue.

Management Fees

MDB  has been appointed as the manager of the aggregate funds raised by the Company and available for investment in VCTs.  Under the terms of the management agreement, MDB has been appointed to act as manager . The management agreement may be terminated by the giving of 12 months notice by either party.

MDB receives a fee (exclusive of VAT) equal to 1% per annum of the net assets of the company. The fee is calculated quarterly in arrears based on the net assetsas at 31st March, 30th June, 30th September and 31st December.

No performance fee is payable.

Charging of Expenses

75 per cent. of management fees will be charged to capital; the balance will be charged to revenue.  All other operational costs will be charged to revenue.  All other operational costs will be charged to revenue.

Minimum and Maximum Investment

The minimum subscription level under the Offer for Subscription will be £2,000 per applicant.   Applications in excess of £2,000 may be made for any higher amount in multiples of £1, subject to availability.  There is no maximum investment but the maximum investment on which Income Tax relief can be claimed is £200,000 per individual in any Income Tax Year. 

Custody Arrangements
Barnard Nominees Limited will act as custodian of the Company’s quoted assets, and in that capacity in responsible for ensuring safe custody and dealing with settlement arrangements.  

MDB is also responsible for ensuring the safe custody of cash and for the safe custody and dealing with settlement arrrangements for unquoted investments.

Barnard Nominees Limited is a 100% non trading subsidiary of MDB.

Dividend and Distribution Policy

All distributions from qualifying VCT’s are fee from income tax to Qualifying Subscribers.

The Company intends to  pay at least 85% of revenue as dividends, payable from investment income. 

Life of the Fund

The duration of the Company has been set to 2012. The Board is required to put a proposal for the continuation of the Company as a venture capital trust to shareholders at the Company’s annual general meeting in 2012 and thereafter at three-year intervals. Proposals will be put in place to extend the life of the fund indefinitely to ensure that investors to this issue can maintain their holding for at least five years in order to qualify for VCT Income Tac relief.

The Ordinary Shares are traded and the New Ordinary Shares will be traded on the London Stock Exchange and may be sold at any time.  Qualifying Subscribers should however note that they will lose income tax relief in whole or in part if the New Ordinary Shares (or any existing Ordinary Shares) are sold and have been held for less than five years.

.

The Company’s annual report and accounts will be made up to 28 February in each year.  Shareholders will also receive unaudited half-year accounts made up to 31 August.

The Directors consider that the Company should have the ability to purchase its own shares, in order to assist liquidity in the market from time to time. 

Special resolutions were passed at an extraordinary general meeting of the Company held on 

granting the Company authority to make purchases of up to 14.99 per cent. of the Ordinary Shares at around a 5%  discount to their net asset value.

Valuation Policy

The value of the Company’s portfolio will be regularly updated and the net asset value of the Company will be determined twice a year, in connection with the publication of the audited full year and unaudited interim accounts.  The net asset value of the Company will be communicated to Shareholders by way of an announcement through a UK RIS.  The audited net asset value as at 30th June, 2010 (the latest date for which the net asset value has been announced prior to the date of this document) was 46.2p per Ordinary Share.

In the event of any suspension of trading in publicly quoted investmetns, their valuation will be held at the suspended price and a view will be taken with consideration to best market practice and information from advisors.  Should the determination of net asset value differ from that set out above or any of the valuations of investments held by the Company be suspended or materially changed, then this will be communicated to Shareholders via an announcement on a UK RIS.

Taxation and HM Revenue & Customs Approval

The Directors intend to continue to conduct the affairs of the Company so that it satisfies the conditions for approval as a VCT and that such approval will be maintained. HM Revenue & Customs granted the Company provisional approval under Section 842AA ICTA as a VCT when the Company launched and the Company has continued to meet the requirements for maintaining approval since that date. The Company intends to continue to comply with Section 842AA ICTA and has retained UHY Hacker Young to advise it on VCT taxation matters.

Co-Investment Policy
All funds managd by MDB are given an opportunity to invest in companies consistent with those funds’ investment objectives.  In appropriate circumstances, therefore, the Company will co-invest with existing funds managed by MDB.  Where MDB is given the opportunity to co-invest in companies with other MDB manged funds, consideration  will be given to the level of  cash available for each fund, size of fund and the investment objectives and risk profile of the fund. It is proposed to give priority in VCT qualifying investments to those funds, which , at the discretion of the managers, are in greatest need of achieving the 70%  level for qualifying investments required by the end of the three year period following inception of the fund.

.

TAXATION

1. Taxation and Approval of a VCT

VCTs are exempt from corporation tax on chargeable gains. There is no restriction on the distribution of realised capital gains by a VCT, subject to the requirements of company law. The Company will be subject to corporation tax on its income (excluding dividends received from UK companies) after deduction of attributable expenses.

To obtain VCT status a company must be approved by HM Revenue & Customs as a VCT. HM Revenue & Customs has granted the Company provisional approval under Section 842AA of ICTA as a VCT.

To maintain approval, the conditions summarised below have to be satisfied in relation to the accounting period of the company which is current when the application for approval is made, or in any event must be satisfied by no later than the beginning of the VCT’s next accounting period and must continue to be satisfied throughout the life of the VCT:

(i) the VCT’s income must have been derived wholly or mainly from shares and securities (in the case of securities issued by a company, meaning loans with a five-year or greater maturity period);

(ii) no holding in a company (other than a VCT or a company which would, if its shares were listed, qualify as a VCT) by the VCT may represent more than 15%, by value, of the VCT’s total investments at the time of investment; and

(iii) the VCT must not have retained more than 15% of the income derived from shares or securities in any accounting period.

The VCT must not be a close company. Its ordinary share capital must be quoted on the London Stock Exchange by no later than the beginning of the accounting period following that in which the application for approval is made.

The following conditions also have to be satisfied by no later than the beginning of the VCT’s accounting period which commences no later than three years after provisional approval takes effect and must continue to be satisfied throughout the life of the VCT:

(i) at least 70%, by value, of its investments is represented by shares or securities comprising qualifying investments; and

(ii) at least 30%, by value, of its qualifying investments is represented by holdings of ordinary shares which carry no present or future preferential rights to dividends, return of capital or any redemption rights.

On a second or subsequent issue by an approved VCT, the money raised is disregarded for the purposes of the accounting period of the further issue and late accounting periods ending no more than three years after the making of the further issue.

“Qualifying investments” comprise shares or securities (including loans with a five year or greater maturity period but excluding guaranteed loans and securities) issued by unquoted trading companies which exist wholly or mainly for the purpose of carrying on one or more qualifying trades. The trade must be carried on by, or be intended to be carried on by, the investee company or a qualifying subsidiary at the time of the issue of the shares or securities to the VCT (and by such company or by any other subsidiary in which the investee company has not less than a 90% interest at all times thereafter). A company intending to carry on a qualifying trade must begin to trade within two years of the issue of shares or securities to the VCT and continue it thereafter. The definition of a qualifying trade excludes dealing in property, shares, securities, commodities or futures. It also excludes banking, insurance, receiving royalties or licence fees in certain circumstances, leasing, the provision of legal and accounting services, farming and market gardening, forestry and timber production, property development and operating or managing hotels, guest houses, nursing and residential care homes. The funds raised by the investment must be used for the purposes of the qualifying trade within certain time limits.

Qualifying investments are limited to investments of up to £1 million per investee company in any one tax year or in any six month period straddling two tax years. A qualifying investment can also be made in a company which is a parent company of a trading group where the activities of the group, taken as a whole, consist of carrying on one or more qualifying trades, one of which is carried on wholly or mainly in the United Kingdom. The subsidiary carrying on the qualifying trade in question must be at least 90% owned by the parent company. The investee company’s gross assets (or those of a group, if applicable) must not exceed £15 million immediately prior to the investment. Neither the VCT nor any other company may control the investee company. At least 10% of the VCT’s total investment in the investee company must be in ordinary non-preferential shares.

Companies whose shares are traded on AIM are treated as unquoted companies for the purposes of calculating qualifying investments. Shares in an unquoted company which subsequently become listed may still be regarded as a qualifying investment for a further five years following listing, provided all other conditions are met.

2. Tax Reliefs for Individual Investors Resident in the UK

Individuals who subscribe for new ordinary shares must be aged 18 or over to qualify for the tax reliefs outlined below.

Relief from income tax

An investor subscribing up to £200,000 in any tax year for new ordinary shares in a VCT will be entitled to claim income tax relief on the investment, in the year in which the investment is made, at the rate of 30%, although this relief will be withdrawn if either the shares are sold within five years or an investor takes out a loan which would not have been made, or would not have been made on the same terms, save for the acquisition of such shares. Relief is restricted to the amount which reduces the investor’s income tax liability to nil.. Tax credits on dividends are notional and cannot be repaid, and therefore Investors should take this into account when calculating the value of the income tax relief.

Dividend relief

An investor who subscribes for or acquires ordinary shares in a VCT will not be liable for UK income tax on dividends paid by the VCT in respect of investments of up to a maximum of £200,000 in any one tax year. 

      The income received by the VCT will usually constitute either         interest (on which the VCT may be subject to tax) or a dividend from a UK company (on which the VCT would not be subject to tax). The VCT’s income, reduced by the payment of tax (if applicable), can then be distributed tax ​free to investors who benefit from this dividend relief.

Capital gains tax relief

A disposal by an individual investor of his shares in a VCT will give rise to neither a chargeable gain nor an allowable loss for the purposes of UK capital gains tax. This relief is also limited to disposals of shares acquired within the £200,000 limit described above


Loss of tax reliefs

(i) If a company which has been granted approval or provisional approval as a VCT subsequently fails to comply with the conditions for approval, VCT status may be withdrawn or treated as never having been given. The exemptions from corporation tax on capital gains will not apply to any gain realised after the time from which full approval is lost.

(ii) For investors, the withdrawal of VCT status may (depending upon the timing of such withdrawal) result in:

· repayment of the 30% income tax relief on subscription for new VCT shares;

· income tax becoming payable on payments of dividends by the company; and

· a liability to tax on capital gains being suffered in the normal way on the disposal of shares in the company, except that any part of the gain attributable to the period for which the VCT was approved would be exempt.

3. Consequences of an investor dying or a transfer of shares between spouses

(i)
Initial income tax

If an investor dies within three years of making an investment in a VCT, the transfer of shares on death is not treated as a disposal and, therefore, the initial income tax relief is not withdrawn. However, the shares will become part of the deceased’s estate for inheritance tax purposes. The executors of the estate are free to deal with the VCT shares in any way they see fit.

(ii)
Tax implications for the beneficiary

Provided a number of conditions are met, the beneficiary of any VCT shares will be entitled to tax-free dividends and will not pay capital gains tax on any disposal, but will not be entitled to any initial income tax relief.

(iii)
Transfer of shares between spouses

A transfer of shares in a VCT between spouses living together is not deemed to be a disposal and therefore all tax reliefs will be retained.

4. General

(i)
Investors who are not resident in the UK

Non-resident investors, or investors who may become non-resident, should seek their own professional advice as to the consequences of making an investment in the Company, as they may be subject to tax in other jurisdictions.

(ii)
Non-availability of relief

VCT relief is only available for individuals over 18 years of age at the time of issue of shares.  It is not available where the issue is part of tax avoidance arrangements.  Shares must not be issued to nominees of the beneficial owner.

(iii)
Stamp duty and stamp duty reserve tax

No stamp duty or (unless shares in a VCT are issued to a nominee for a clearing system or a provider of depository receipts) stamp duty reserve tax will be payable on the issue of such shares. The transfer on the sale of shares would normally be subject to ad valorem stamp duty or (if an unconditional agreement to transfer such shares is not completed by a duly stamped transfer within two months) stamp duty reserve tax generally, in each case at the rate of 50p for every £100 or part of £100 of the consideration paid. Such duties would be payable by a person who purchases such shares from the original subscriber.

(iv) Purchases in the market after listing

Any subsequent purchaser of existing shares, as opposed to a subscriber for new shares, will not qualify for income tax relief on investment.

(v) VCT Regulations

. Under the VCT Regulations, monies raised by any further issue of shares by an existing VCT must be applied by that VCT for the purposes of investment which meets the 70% and 30% tests described in paragraph 1 above. These tests will be deemed not to have been met if any of the money raised (except for amounts which HM Revenue & Customs agrees are insignificant in the context of the whole issued ordinary share capital of the VCT) is used by the VCT to purchase its own share. The above is only a summary of the law concerning the tax position of VCTs and individual investors in VCTs and is based on the understanding of current law and practice in relation to VCTs. Potential investors are recommended to consult an independent professional adviser as to the taxation  

consequences of their investing in a VCT 


