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SHAREHOLDER INFORMATION
AND CONTACT DETAILS

Financial Calendar

The Company's financial calendar 1s as follows
30 March 2011 — Annual General Meeting

8 Apnl 2011 — 2010 fina! dwidend paid

June 2011 — Half-yearly resutts to 30 April 2011
published

February 2012 — Annual resufts for the year to
31 October 201 | announced,
Annual Report and financial
statements published

Apnl 2012 — 2011 final dvidend pad

Dividends

Dvidends will be paid by the Registrar on behalf of
the Company Shareholders who wish to have
dividends paid directly into therr bank account rather
than by cheque to therr registered address can
cormplete a mandate form for this purpose Quenes
relating to dwvidends, shareholdings and requests for
mandate forms should be directed to the Company's
Registrar, Capita Registrars, by calling 0871 664 0300
(calls cost 10p per minute plus network extras Lines
are open Monday-Friday 8 30am-5 30pm}, or by
writing to them at

Capita Registrars Limited
The Registry

34 Beckenham Road
Beckenham

Kent

BR3 4TU

The table opposite shows the net asset value per
share (NAV) and lists the dwdends that have been
paid since the launch of Octopus Trtan VCT 2 plc

NAV +

cumulative

Dwidends  dmwdends

paid (total

Period Ended NAV  1n period return)
30 April 2008 950p - 950p
3| October 2008 89 9p - 89 9p
30 April 2009 91 5p 05p 920p
31 October 2009 % lp 05p 97 Ip
30 Apnil 2010 920p 05p 935p
31 October 2010 945p 05p 969p

The proposed final dividend of 0 75p will, if approved
by shareholders, be pad on 8 Apnl 2011 to
shareholders on the register on || March 201 |

Share Price

The Company's share price can be found on various
financial websites including

www londonstockexchange com, wath the following
TIDM/EPIC code

Ordinary shares

TIDM/EPIC code
Latest share pnice
(10 February 201 1)

CoTv2

800p per share

Buying and Selling Shares

The Company's ordinary shares can be bought and
sold in the same way as any other company quoted
on the London Stock Exchange via a stockbroker
There may be tax implications in respect of selling all
or part of your holdings, so shareholders should
contact their independent financial adviser If they have
any queries
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SHAREHOLDER INFORMATION
AND CONTACT DETAILS

(continued)

Octopus Titan VCT 2 operates a policy of buying s
own shares for cancellation as they become available,
and enwvisages that purchases will be made at a 10%
discount to the prevaling net asset value The
Company 1s, however; unable to buy back shares
directly from shareholders If you are considering
selling your shares or trading in the secondary market,
please contact the VCT's corporate broker, Matrix
Corporate Capital (‘Matnx')

Matrix 1s able to provide details of close periods
{when the Company i1s prohibited from buying in
shares) and details of the price at which the VCT has
bought in shares Matrix can be contacted as follows

Chnis Lloyd
0203 206 7176 chris lloyd@matrixgroup co uk

Paul Nolan
0203 206 7177 paul nolan@matnixgroup co uk

Notfication of Change of Address

Communications with shareholders are mailed to the
registered address held on the share register In the
event of a change of address or other amendment
this should be notified to the VCT's registrar; Capita
Registrars, as well as Octopus Investments under the
signature of the registered holder Their contact detalls
are provided on page 63

Other Information for Shareholders

Previously published Annual Reports and Half-yearly
Reports are available for viewing on the Investment

Manager's website at www octopusinvestments com by

navigating to Services, Investor Serwices, Venture
Caprtal Trusts, Octopus Titan VCT 2 All other
statutory information will also be found there

Warning to Shareholders

Many companies are aware that their shareholders
have received unsolicited phone calls or
correspondence concerning investment matters These
are typically from overseas based "brokers” who target
UK shareholders offering to sell them what often turn
out to be worthless or high risk shares in US or UK
investments They can be very persistent and
extremely persuasive Sharehclders are therefore
adwvised to be very wary of any unsolicited adwice,
offer to buy shares at a discount, or offer for free
company reports

Please note that it 15 very unlikely that ether the
Company or the Company's Registrar would make
unsolicrted telephone calls to shareholders and that
any such calls would relate only to official
documentation already arculated to shareholders and
never In respect of investment advice

If you are in any doubt about the veracity of an
unsolicited phone call, please call erther Octopus, or
the Registrar, at the numbers provided at the back of
this report
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ABOUT OCTOPUS |
TITAN VCT 2 PLC

Octopus Titan VCT 2 plc (‘Titan 2’,‘'the Company’ or ‘the VCT") is
a venture capital trust (VCT) which aims to provide shareholders
with attractive tax-free dividends and long-term capital growth by
investing in a diverse portfolio of predominately unquoted
companies. The Company 1s managed by Octopus Investments
Limited (‘Octopus’ or ‘Investment Manager’).

Tran 2 was incorporated on 12 October 2007 In
collaboration with Octopus Titan VCT | plc {Tran 1),
the VCTs raised over £308 million in aggregate (£295
milllon net of expenses) through an Offer for
Subscription A further £1 37 million in aggregate

{£1 29 million net of expenses) has been raised by
way of a top-up Trtan 2 invests primanly in unguoted
UK smaller companies and aims to deliver absolute
returns on its nvestments

Further detalls of the VCT's progress are discussed in
the Charrman's Statement and Investment Manager's
Review on pages 5 1o |19

On 31 August 2010 the VCT changed its Registered
Ofiice from 8 Angel Court, London, EC2R 7HP to
20 Old Bailley, London EC4M 7AN

Venture Capital Trusts (VCTs)

VCTs were introduced in the Finance Act 1995 to
provide a means for private indmiduals to invest in
unquoted companies in the UK Subsequent Finance
Acts have introduced changes to VCT legislation The
tax benefits currently available to eligible new
investors in VCTs include

*  up to 30% up-front iIncome tax relef,

*  exemption from income tax on dwvidends paid,
and

shares nVCTs

Titan 2 has been approved as aVCT by HM Revenue
& Customs (HMRC) In order to maintain s approval
the Company must comply with certain requirements
on a continuing basis By the end of the Campany's
third accounting period at least 70% of the Company's
investments must comprise ‘qualifying holdings’ (as
defined in the legislation) of which at least 30% must
be in eligible ordinary shares A ‘qualfying holding’
consists of up to £1 millon invested In any one year in
new shares or securities in an unquoted UK company
{or companies listed on AIM) which Is carrying on a
qualifying trade and whose gross assets do not exceed
a prescribed imit at the tme of investment. The
definttion of a ‘qualifying trade’ excludes certan
activities such as property investrent and
development, financial services and asset leasing The
Company will continue to ensure its comphance with
these qualificatilon requirements

*  exemption from capital gains tax on disposals of }
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FINANCIAL

SUMMARY

As at
31 October 2010

As at
3\ QOctober 2009

Net assets (£000s) 15518 15014
Return on ordinary activities after tax (£000s) 13 [,133
Net asset value per share 94 9p 96 Ip
Cwvidend per share — pad since launch 20p | Op
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CHAIRMAN'S STATEMENT

| am pleased to present the annual resutts for the year
ended 31 October 2010

Performance

During the year Titan 2 has seen a modest reduction
in net asset value (NAV) from 96 |p to 94 9p which,
after taking dvidends into account, represents a
negative total return (being NAV plus cumulative
dividends paid) of 0 2% This small reduction 1s due in
part to our small top-up issue last summer However |
am pleased to say that, as reported in our Interim
Management Statement for the quarter ended

31 January 201 |, the NAV at that date has risen to
960p

The VCT was invested i 22 unquoted companies and
one AlM-quoted company at the year end
{subsequent to the year end the VCT invested into
one further business) | am pleased to report that we
have achieved our obligation to have 70% of our
assets represented by qualifying holdings at the year
end In the light of this, we are unlikely to invest in any
more new companies untl! we have recerved cash
through realisations We are not expecting to realise
any of our portfolio in the immediate future

You will see in the Directors’ Remuneration Report
that following achieverment of the VCT qualifying rate,
the fees of the Charman and independent Non-
Executive Director are set to rise with effect from

| May 2011 to bring them i line with the other Trtan
VCTs and current market rates

Investment Portfolio

The VCT made twelve new investments dunng the
year totallng £3 7 milion in additon to seven follow-
on investments amounting to £1 6 millon All of our
nvestments are discussed in more detal in the
Investrment Manager's Review on pages 8 to 19 in
which you will see that we now have a portfolio of
investments in a diverse range of companies In the
case of Zoopla, we have been able to recognise
another significant uplift in value following the Inrttal
investrment made in 2009 Nature Defivered (trading
as Graze) 15 another company that has seen an uphft,
both cases a resuft of further funding rounds at
increased values

We have had to make small reductions in fair value in
respect of a few of our unquoted investments, the
largest of which was Key Revolution which was placed
in Administration during January 2010 These
reductions reflect the prudent approach we continue
to adopt to company valuations In general, we are
encouraged by the performance of the portfolio and
the good range of investments held by the VCT at this
stage

Cash and Liquid Resources

All of the bonds that the VCT held at the start of the
year reached maturtty and have been repaid This has
naturally reduced our income during the year
However, much of this cash has been used in making
quakfying investrments
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CHAIRMAN'S STA

(continued)

Open Ended Investment Companies (OEICs)

After significant uplifts in the valuation of the two
Octopus OEICs during the prior year, 2010 has seen a
reduction in the overall value of the Fund's holdings in
the two CEICs The Absolute UK Equity Fund
decreased in value by 16% whilst the UK Micro Cap
Growth Fund increased by approximately |% Despite
this, the overall valuation of the OEICs remains almost
20% above original cost The Board continues to
monitor these funds and believes it remains a sensible
strategy to maintain part of our non-qualifying
portfolio in these OEICs, as set out in the ongnal
prospectus Further details of these OEICs may be
found at www octopusinvestments com where
monthly factsheets are available

Investment Strategy

Now that the VCT has achieved its inrtial investment
targets in qualifying companies, your Board will
continue to review the Investment strategy In respect
of the non-qualifying portfalio and specificalty how we
Invest our cash resources As envisaged in the VCT's
prospectus, between 15% and 25% of the VCT will be
retained for liquidity and follow-on investments in the
existing portfolio As our existing portfolio of
unguoted companies matures, we wiil find that some
companies may require further rounds of investrment
but these investments may not be qualifying for VCT
purposes (for instance in situations where the
company now employs more than 50 people) Your
Board beheves that there will be circumstances where
it will be in our shareholders’ interests to continue to
nvest, not least to avoid dilution Since this was not
set out clearly in our prospectus, we have sought to
further clanfy the investment strategy and added a
second paragraph to the Nen-Qualfying section as
set aut on page 23 of the Directors' Report

We intend that the remainder of our cash reserves
will continue to be invested in Octopus managed
QOEICS and lower risk, readily realisable investments

EMEN

Dividend and Dividend Policy

ft 1s your Board's palicy to strive to maintan a regular
dividend flow where possible Whilst our primary aim
Is to create distnbutable caprial gains, we anticipate
declaring modest dividends in the early years These
are likely to be smaller than onginally envisaged due to
the substantial reductron In Interest rates dunng the
last two years MHowever, since the portfolio 1s
beginning to mature and as your Board wiews
praspects with modest confidence, we believe 1t
appropriate to recommmend an increase in our final
dividend 1o G 75p per share for the year ended

31 October 2010 (2009 05p per share) making a
total for the year of | 25p per share (2009 | Op per
share) Subject to shareholder approval at the Annual
General Meeting this dividend will be paid on 8 April
2011 to those shareholders on the register on

Il March 2011

VCT Qualifying Status

PricewaterhouseCoopers LLP provides both the
Board and the Investment Manager with advice
concerning ongeing comphance with HMRC rules and
regulations concerning VCTs The Board has been
advised that Titan 2 1s In compliance with the
conditions laid down by HMRC for mantaining
approval as a VCT

A key requirement is for 70% of the portfolio to be
invested in qualfying investments by the end of the
third accounting period following that in which new
share capital was subscribed As at 31 October 2010,
over 79% of the portfolio (as measured by HMRC
rules) was invested nVCT qualifying investrnents

Annual General Meeting

The Company's Annual General Meeting will take
place on 30 March 2011 at 230 pm | lock forward to
welcoming you to the meeting which will be held at
the new offices of Octopus Investments Limited, at

20 Old Bailey, London EC4AM 7AN




Top-up offer

In July 2010 we launched a top-up offer which raised
£0 685 mihon (£1 37 milion in aggregate with Trtan 1)
which resulted in allotting 737,621 shares at a price of
92 9p We would like to thank existing shareholders
for their continuing support and to welcome new
shareholders

Outlock

The Board would ke to thank our Investment
Managers for their continuing success in buillding the
Fund's portfolio as well as achieving recognition from
the industry through winning in 2010

+  VCT Manager of the Year' at the unquote”
Brrush Private Equity awards,

e  ‘Early Stage Team of the Year' from the British
Business Angel Association, and

e« Accountancy Age's Finance Team of the Year'
Award

Economic recovery in the UK s still in a very early
phase and the environment within which portfolio
companies are operating remains fragile We do not
expect interest rates to change significantly over the
next six months, which 1s posiive for small comparnies
and we expect that bank finance will reman difficutt to
obtain Both these ssues should not have a significant
impact on our early stage portfoho companies, which
rely predorminately on equity capital for their finance
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Your Board remains satisfied to date with the overall
progress being made by the early stage companies in
the portfolio The Investment Manager's activities in
respect of our Fund will concentrate on the
management of the portfolio companies The
Investment Manager has developed an in depth team
of sentor financal and industry managers who assist in
this process and we will continue to retain hquidity
within the VCT in order to support the companies in
achieving their objectives

Octopus has recently launched Octopus Trtan VCT 5
plc giving the Trtan VCT family even greater presence
in the marketplace which we believe will continue to
be an advantage as new investment opportunrties
arise The Titan VCT family of funds now represents
one of the UK’s largest investors in early stage
companies

John Hustler
Chairman
10 February 201 |
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INVESTMEN
REVIEW

Personal Service

At Octopus, we focus on both managing your
investments and keeping you informed throughout the
investrnent process We are committed to prowiding
our investors with regular and open communication
Our updates are designed to keep you informed
about the progress of your investment During this
time of economic upheaval, we consider it particularly
irmportant to be in regular contact with our investors
and are working hard to manage your money in the
current climate

Octopus Investments Limited was established in 2000
and has a strong commitment to both smaller
companies and to VCTs We currently manage 17
VCTs, including this VCT, and manage over £300
milion 10 the VCT sector Octopus has over |80
employees and has been voted as ‘Best VCT Prowider
of the Year' by the financial adviser cornmunity for the
last four years

Investment Policy Summary

The investment approach of Titan 2 1s not designed to
deliver a return that 1s measured against a stock
market index Instead, the focus of Titan 2 1s on
generating absolute returms over the medium-term In
order to achieve this goal, the VCT focuses on
providing early stage, development and expansion
funding to predominantly unquoted companies with a
typical deal size of £05 million to £1 million

Investment Strategy

The investee companies are those that we believe
have great potential but need some financal support
to realise it Each company that we target has the
potential to create a large business by taking a
relatively modest market share We are particularly
interested in businesses that address current market
trends and have created a balanced investment
portfolio spanming multiple industries and business
sectors

MANAGER'S

Having reached the level of invested funds required by
HMRC, our focus will now shift to managing the
portfolio and helping the investee comparnes through
a difficutt economic pertod The current portfolio of
holdings built by Titan 2 now encompass investments
in 22 unquoted companies and one AlM-quoted
company, with a focus on the environmental,
technology, media, telecoms and consumer lifestyle
and wellbeing sectors

Liquidity has been maintaned in the VCT to ensure
that adequate resources are avalable to support
further portfolio funding needs as they arise The
environment has remained challenging for smaller
companies, which have felt the effects of the credr
squeeze combined with the economic slowdown As
well as seeing reductions in banking facilities, small
companies also find themselves under pressure from
suppliers who want to be paid earlier, customers who
delay payments and weaker trading conditions The
resulting pressure on cash will remain, even as the
economy recovers, due to increasing working capital
requirements We are therefore monrtoring carefully
all the portfolio companies to ensure that they not
only control costs but also take advantage of some of
the opportunrties that occur in these circumstances
We have sought to further support those comparies
that we believe have strong growth potential but need
some financial support to realise it Each company that
we target 1s expected to have unique selling points
and be capable of growing to a size that will make 1t
attractwe for acquisttion by a larger company or will
enable 1t to float on the stock market




Portfolio Review

As at 31 October 2010 the NAV stood at 94 9p,
compared to 96 |p at 31 October 2009, and when
adding back the |p of dwdends paid during the year,
this represents a reduction of 0 2% The period
showed satisfactory performance in the qualifying
holdings that the VCT holds and a slightly
disappointing period for the non-quahfying OEIC
holdings with a reduction in value of 16% in the
Absolute Return Fund, offset slightly by a rise of 1% in
the Micro Cap Fund As the VCT has become fully
invested we have commenced the sale of some of the
Absolute Return OEIC holding

Trtan 2 now holds 79 1% of assets in qualifying
holdings from an HMRC perspective and we continue
to work with each portfolio business as they develop
their propasition in their respective markets As
Investment Manager, it 15 our intention to take those
businesses In which we have invested a small amount
of money as a first investment and invest further as
they meet or exceed the initial milestone objectives
we agreed with them This can be demonstrated
through the further investrments in Zoopla, Calastone,
True Knowledge and Graze

Since the balance sheet date, Trtan 2 has invested
£367,000 into Diverse Energy, a company focusing on
the infrastructure of energy for global
telecommunications This brought the total portfolio to
24 current trading businesses In addition, a further
£307,000, £18,500 and £133,334 has been invested
into Zoopla, Skills Market and Money Warkout,
respectively

Outlock
At the tme of writing, we are looking to make a
number of follow-on Investments to support the

current portfolto as discussed above It 1s encouraging
to note the uplift in prnices on stock markets in recent
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months This 1s fitering through to smaller listed
businesses, although this has yet to have a dramatic
effect on prices for unquoted businesses This,
combined with the current increase in activity in
mergers and acquisitions, 1s an encouraging indicator
for the economy and for small trading businesses
However, we have not yet seen a significant uptick in
the number of small businesses being hsted on the
stock market Assuming this general trend continues, it
15 a posrtive one for the future of high growth
businesses as this area of the market tends to lag the
Iisted business market We do need to remain mundful
of the impact the austerity measures being put in
place by the UK Government will have on the UK
consurmer There 15 also a concern that a rise in the
level of inflation wall in turn cause interest rates to
nise, which could have an adverse knock on effect on
the economy

Overall, the environment prowides a great opportunity
for businesses lke those in the Titan portfolio to take
advantage of as their size enables them to move
quickly to adapt and respond to market condiions
resulting in greater market share While the current
market 1s not wrthout rts challenges, which a number
of our portfolio businesses are facing at the moment,
it still enables us to be cautiously optimistic about the
future for small high growth businesses in general and
our investment strategy specifically

If you have any questions on any aspect of your
investment, please call one of the team on 0800 316
2347

Alex Macpherson

Octopus Investments Limited
|G February 201 |




Octopus Titan VCT 2 ple | Annual Repart | 2010

INVES

REVIEW (continued)

Investment Portfolio

MENT MANAGER'S

Movernent
Investment in far Far value % equity
cost as at value to as at held by
3| October 3| October 31 Qctober % equity all funds
2010 2010 2010 held by managed by
Qualifying investrnents Sector {(£000) (£000) (£000} Titan 2 Octopus
Zoopla Limited Meda 764 1,399 2,163 42% 142%
True Knowledge Limited Meda 1,220 - 1,220 94% 449%
Calastone Limited Technology 1,135 - 1,135 108% 34 1%
Nature Delivered Limited (Graze) Consumer lifestyle & wellbeing 798 55 853 69% 27 1%
e-Therapeutics plc Consumer lfestyle & wellbeing 450 @ 443 03% 88%
Mi-Pay Limited Telecommunications 429 - 429 58% 248%
AQS Holdings Limited Environmental 421 - 421 56% 26 5%
Executve Channel Limited Media 379 - 379 61% 322%
UltraSoC Technologies Limited Technology 361 - 36! 1009% 556%
Semafone Limited Telecommunications 360 - 360 88% 41 5%
Phase Vision Limited Technology 400 (50) 350 122% 526%
Surrey Nanosysterns Limited Technolegy 320 - 320 58% 312%
Elorics Limited Technology 305 - 305 31% 19 5%
PrismaStar Inc Medra 300 - 300 45% 300%
Bowman Power Limited Environmental 275 - 275 27% 179%
GetOptics Limited Consumer lifestyle & wellbeing 361 (%0) 271 75% 348%
Metrasens Limited Consumer lifestyle & wellbeing 268 - 268 45% 254%
Michelson Diagnostics Limited Consumer lifestyle & wellbeing 248 - 248 44% 281%
Money Workout Limited Technology 312 (156) 156 69% 335%
Skifls Market Limited Technology 155 (50) 105 27% 123%
TouchType Limited Telecommumications 53 - 53 1 5% 80%
Phasor Solutions Limited Technology 100 (50) 50 1 8% 312%
The Key Revolution Limited* Telecommunications 641 (641) - 12 4% 359%
Total qualifying investments 10,055 410 10,465
Money market securities 602 - 602
OEICs 3215 640 3.855
Cash at bank 61 - 6l
Total investments 13,933 1,050 14,983
Net current assets 535
Total net assets 15518

*went mo ligudation January 2010




Valuation Methodology
Intial measurement

Financial assets are measured at fair value The inttial
best estmate of fair value of a financial asset that 1s
erther quoted or not quoted in an active market 15 the
transaction price (e cost)

Subsequent measurement

Further funding rounds are a good indicator of fair
value and this measure 15 used where appropriate
Subsequent adjustment to the far value of unquoted
Investments ¢an be made using sector muttiples based
on Information as at 31 October 2010, where
applicable In some cases the multiples can be
compared to equivalent companies, especially where a
particular sector muttiple does not appear
appropnate It 1s currently industry norm to discount
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the quoted earnings muttiple to reflect the lack of
hquidity in the investment, there being no ready
market for our holding Typically the discount 1s 30%
but this can be increased where the relevant muftuple
appears too high A lower discount would also be
possible If an nvestrment was close to an exit event

In accordance with the International Private Equrty
and Venture Capital (IPEVC) valuation guidelines,
investments made within |2 months are usually kept
at cost unless performance indicates that fair value has
changed

Quoted investments are valued at market bid price
No discounts are applied

If you would like to find out more regarding the
IPEVC valuation guidelines, please visit their website at
www privateequrtyvaluation com
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INVESTMENT MANAGER’S
REVIEW (continued)

Sector Analysis

Total Qualifying Investments by Book Cost

Total Quahfying Investments by Value




Octopus Titan VCT 2 plc | Annual Report | 2010

Review of Investments

During the year, Titan 2 made twelve new investments amounting to £37 million and seven follow-on
investments

The AIM-quoted investment and unquoted nvestments are in ordinary shares with full voting nghts as well as
loan note securrties

Quoted and unquoted investments are valued in accordance with the accounting pohcy set out on page 46,
which takes account of current industry guidelines for the valuation of venture capital portfolios and 15 compliant
with IPEVC Valuation guidelines and current financial reporting standards

Listed below are detaills of the VCT's 10 largest investments by value

Zoopla Limited

Zooplacouk s an award-winning online property information service and community website, presenting
information on house pricing, free valuation estinates, for sale listings, and local community information Zoopla
has become the UK's leading website for house prices and value data, as it provides the most comprehensive
source of residential property market information It is also the UK's most active property community Following
the acquistion of PropertyFinder from News Intemational Ltd and REA Group approximately a year ago, Zoopla
launched estate agent histings on a pay-for-performance basis and expects to become the premier UK website for
those interested in the property market We encourage you to view the website at www.zoopla couk

As previously reported, the company recently signed another transformational deal working with three of the
UK's four largest estate agent groups and now the three estate agency CEOs sit on the Zoopla board During
the last quarter the company undertook its first advertising campaign on national TV This proved very successful
and, as a resutt, the businesses decided to raise some further funds in order to increase the level of awareness
the company has in the UK. This round of financing was completed by the current investors led by Atlas Ventures
and Octopus A second burst of television advertsing commenced in January 201 | as the company seeks
significant growth in 201 |

Invtial investment date January 2009

Cost. £764,206

Valuation £2,164,015 (latest funding round)

Equity held 472%

Equity held by all funds managed by Octopus  142%

Last submitted audited accounts 31 December 2009

Turnover £1,160,153

Loss before interest & tax. (£2.864,126) Further information can be

Net assets. £699922 found at wwwzoopla.couk
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INVESTMENT MANAGER'S REVIEW (continued)

True Knowledge Limited

True Knowledge has developed an Internet search engine website that answers questions Finding information
on the Internet currently mvolves a process of tral and error, hoping that the search engine retneves the
information you are looking for True Knowledge has devised technology that resolves this fundamental
problem by operating along a more inturtive system [t intelligently answers questions asked on any topic in
plain English It can be used just like a conventional search engine, but users can alse add knowledge directly to
it There are currently nearty 250 million facts in the database, which 1s being continually expanded

The company continues to grow exponentially in unique users per month and revenues In November 2010,
the number of unique users grew to 52 millon This growth is largely the result of acquiring more data,
publishing questions and answers, and enabling Google, and other search companies, 10 index them The
company has automated many of the processes assoctated with accessing data and publishing questions and
answers This should enable the business to continue 1its rapid growth, with the expectation that the number of
unigue users will grow at least two fold in the next six months

Revenue growth over the last six months has been, on average, 20% and the company 1s now exploring
various techniques to earn more revenues from the growing number of urique users In the meantime the
company will be undertaking a further round of funding, in which Octopus will feature prominently

Initial investment date July 2008

Cost £1,220,186

Yaluation £1,220,186 (latest funding round)

Equity held 9 4%

Equity held by al! funds managed by Octopus 44 9%

Last submitted accounts 31 January 2010 (abbreviated)  Further information can be
Net assets (£104,707) found at wwwirueknowledge com

Calastone Limited

Calastone is the UK’s only independent transaction service for the mutual fund industry It enables buyers and
seliers of mutual funds on different platforms to communicate orders electronically, by providing a universal
message communication and ‘translation’ service — the “Calastone Transaction Network” (CTN) This 1s being
welcomed in an industry which has not previously been able 1o invest in the real-time exchange of information
between participants Crders are commonly communicated by fax or telephone with a high level of manual
re-keying and manual error correction Calastone's ‘translation’ service means that nerther the transmitter nor
receiver need to purchase additional technology or change their existing systems

Calastone 15 moving quickly to own the space and therefore seeks to sign up distributors and their
counterparties, the fund providers (or ther third party administrators) Progress is excellent in both
dimensions as demonstrated by the fact that clients are now calling in and asking to join CTN The board
believes the company 1s experiencing beneficial network effects where the existing distributors are
encouraging fund providers to join the CTN and wvice versa

Internally the focus s now on streamhning processes so that distributors and fund providers can be made
operationally faster, driving up transaction volumes and thereby growing its revenues rapidly

Over the last pertod, growth has continued at Calastone with new client sign ups to the core offering and to
the newly launched additional services such as settlement and custodian Calastone has also started to sign up
its initial chients from the Luxembourg office which was opened earlier n 2010 and the company expects to
see continued growth in Europe as we move into 201 |

Imuial investment date October 2008

Cost. £1,134,744

Valuation £1,134,744 (latest funding round)

Equity held 10 8%

Equity held by all funds managed by Octopus 34 1%

Last submitted accounts 30 September 2009 (abbreviated) Further information can be

Net assets £482,635 found at www calastone com
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INVESTMENT MANAGER'S REVIEW (continued)

Nature Delfivered Limited (trading as Graze)

Graze 1s the first UK company to deliver heatthy and nutrttionally bafanced food by post straight to the home
or office The company was founded in April 2007 and has a growing customer base that regularly place
orders via its website Graze's snack boxes cost only £349 and are sent by Royal Mail for next day delivery
The Graze product range includes over 100 products to choose from, all free from artificial colourings,
flavounngs and preservatives Custormers can also place orders for personalised boxes, specifically tailored to
meet therr tastes, dietary and nutritional requirements Graze promotes a vared and balanced diet through
facilitating the intake of a wide variety of small portions of natural, high energy foods throughout the day lts
boxes contain up to four portions of dried frun, bread, olives and vegetables, in line wath the National Health
Service's recognised ‘five-a-day’ scheme [ts product 1s in tune with customer needs and the demands of
modern living, as people become ever more consaous of health and convenience The company's sales
continue to grow ahead of budget

Initial investment date. June 2009

Cost. £797,627

Valuation £852,306 (latest funding round)

Equity held 69%

Equity held by all funds managed by Octopus 27 1%

Last submitted accounts 31 December 2009 (abbreviated) Further informaton can be
Net assets £1,371,320 found at www graze com

e-Therapeutics plc

e-Therapeutics 1s an AlM-lisied drug discovery and development company |t focuses on three core areas the
discovery of new drugs, discovering novel uses for existing drugs and analysis of the interactions between
different drugs The company has developed a unique drug discovery technology that enables 1t to assess drug
candidates for high efficacy and safety ahead of clinical tnals The use of this technology dramatically reduces
the time between drug discovery and market apphcability, and reduces the risks associated with clinical inals
The company 1s currently progressing with the preclinical and clinical development of a number of innovative
drug candidates to which the new technology was applied The treatments are now at an advanced stage of
testing, validating the therapeutic attributes that e-Therapeutics’ drug discovery system predicted for each
candidate The development and commercialisation of the company’s drug candidates that have generated
chnical data will be supported intially by licensing these to partners operating in smaller pharmaceutical
markets

The company continues down its development roadmap and has been busy adding additional weight to the
senior management team The recent addition of development director Steve Self to the board should ensure
that the company's proprietary drug development program is of the tighest standard as it moves into its next
stage

Inival investment date: March 2009

Cost. £450,000

Valuation £443250 (bid price)

Equity held 03%

Equity held by all funds managed by Octopus  88%

Last submitted audited group accounts 3| January 2010

Turnover Lol

Loss before tax. {£2,255,000) Further information can be

Net assets £2,486,000 found at www etherapeutics com
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INVESTMENT MANAGER'S REVIEW (continued)

Mi-Pay Limited

Mi-Pay was founded n 2004 with the objective to establish itself as a leading processor of payments for the
fast-ermerging mobile money sector The service enables customers to top-up’ their pre-paid mobile phone
directly online, or via their mobile phone, rather than using indirect brand channels such as PayPoint or bank
ATMs Benefits of the direct service include cost reductions for mobile network operators and a more
personal engagement with customers, remowving the anonymity of customer relationships and allowing for
substantial iImprovements In customer retention

Mi-Pay continues to make progress in a very dynamic and fast moving market, most recently agreeing terms
with several tier one European, Middle Eastern and African mobile operators to provide its direct top up ‘
service Mi-Pay was also delighted to appoint Allan Jakobsen as CEO in August 2010

Initial investment date February 2010 |
Cost: £429,153

Valuation £429,153 (latest funding round)

Equity held 58%

Equity held by all funds managed by Octopus 24 8%

Last submitted audited group accounts 31 December 2009

Turnover £1,736,649

Loss before tax (£2,082,813) Further information can be

Net assets. (£1.065558) found at www mi-paycom

AQS Holdings Limited

Soil Xchange 1s a subsidiary of AQS, which 1s a waste management business focusing on soil stabilisation and
remediation by means of a proprietary process and equipment, Soil Xchange's aim s 1o create strategic hubs
across the UK, specifically with the objective of taking in hazardous scil and waste, and exchanging 1t for
recycled, clean soil, using AQS' market leading soil remediation knowledge and equipment, the ‘Eco Warnor'

Seil Xchange's first hub has now been opened in East London and negotiations are underway in respect of the
second London hub, as well as further hubs in the North East and North West England The company is also
in discussions to licence 1ts technology to a business that would deploy a similar hub roll-out strategy across
Australia

tmitial investment date February 2010

Cost £421,000 !
Valuation £421,000 (latest funding round)

Equity held 56%

Equity held by all funds managed by Octopus  265%

Last submitted audited group accounts 31 March 2010

Turnover. £6952,822 |
Loss before tax (£418617) Further information can be

Net assets £3,400.647 found at www sailxchange couk |
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INVESTMENT MANAGER'S REVIEW (continued)

Executive Channel Limited

Executive Channel installs digrtal display screens in office buildings which 1t uses to display advertsing, up-to-
date news and information, wia the internet. These screens are usually located in the elevator lobby to engage
an exclusive audience, with high spending power in an uncluttered environment.

The company continues to grow ahead of budget.

Initial investment date Septernber 2010

Cost. £378954

Valuation £378,954 (latest funding round)

Equity held 61%

Equity held by all funds managed by Octopus:  322% Further information can be
Last submutted audited group accounts n/a (none filed) found at www executive-channel com

UltraSoC Technologies Limited

UltraSoC Technologies s a pioneenng company developing advanced debugging technology for the embedded
electronic systems increasingly used in many everyday products from cars to mobile phones

UkraSoC was spun-out from the Universities of Essex and Kent in 2008 after being founded by Cambridge
entrepreneur Dr Kart Heeks and Professor Klaus McDonald-Maier, Research Director at the University of
Essex's School of Computer Scaience and Electronic Engineering

The company 1s developing UltraDebug, an advanced debugging technology for multiple processor systems
used to debug the apphcation software that delivers the functionality and performance in many modern
embedded electronic systems

Iniial investment date Octaber 2010

Cost £361,369

Valuation £361,369 (latest funding round)

Equity held 100%

Equity held by all funds managed by Octopus 55 6%

Last submitted audited group accounts 31 December 2009 (abbreviated) Further information can be
Net assets £174013 found at www ultrasoc com

Semafone Limited

Based in London, Semafone was founded in 2009 by a consortium of call centre professionals, who were
instrumental In the development of ‘Semafone’, a fraud prevention software for use n call centres Sermafone aims
to secure sensitive data passed over the phone, including bank details, personal identfication data and credit/debrt
card transactions Without interrupting caller and agent dialogue, customers input their card detalls via the
telephone keypad, eliminating the need to read out the card number and three digit secunty number to the phone
operator, removing the nsk of operator fraud The comparny has already secured a number of blue chip chents

The company continues to grow sales, although behind budget In part, this has been due to technology bugs
in the product as the team attempt to standardise the technology in order for 1t to become a basic product
applicable to muttiple iImplementations The CEO has recrurted more technical resource to assist with this
challenge and will continue to bulld the company's team in 204 | The sales pipeline remains strong and the
business may seek to capitabse on the international apportunity for the Semafone product, atthough no
decision has been made at this point.

Iniuial investment date June 2010

Cost. £360,i13

Valuauon £360,113 (latest funding round)

Equity held 88%

Equity held by all funds managed by Octopus 41 5% Further information can be

Last submitted audited group accounts n/a (none filed) found at www semafone com
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REVIEW (continued)

How Octopus creates and delivers value for the
shareholders of Octopus Titan VCT 2 plec

Octopus Titan VCT 2 pic focuses on providing early
stage, development and expansion funding to
predominantly unquoted companies with a typical deal
size of £05 milhon to £1 mullion, In aggregate from the
five Trtan VCT's managed by Octopus The focus has
been to establish a portfclio of qualifying Investments
in companies that have the potential to achieve a high
level of profitability through the combination of

e  Scalability The potential to deliver services to
significant numbers of new customers at very
low incremental cost and to generate repeat
sales from customers

e  Scope The ability to expand into complimentary
areas by leveraging custorner and/or distributor
relationships, new product development or brand
positioning

e Pricing power An ability to charge high and
defensible prices for its products or services as a
result of having intellectual property nghts, a
strong brand and/or a dominant position in a
market niche

The Investment Manager looks to identify
opportunities where the people involved — the
entrepreneur, management team, Investors, advisers
and any other significant stakeholders — have a record
of success Atthough the VCT has the ability to mvest
across a wide range of industries, the focus will be on
several principal sectors

+  environment

+ technology

. media

e telecoms

e consumer lfestyle and wellbeing
Investment Process

The Investment Manager follows a multi-stage process
prior to making quahfying investments in unguoted
companes

Initial Screening

If the inttial review of the business plan 1s positive, a
meeting 1s held with the management team of the
business in order to assess the team In terms of its
ability to achieve the objectives set out in the business
plan The proposition is then discussed and reviewed
with the other members of the Octopus team and a
decision 1s taken as to whether to continue discussions
with the company with a view to making an
investment




Due Diligence

Prior to making an investment, due diligence 1s carmed
out on the potential nvestee company The due
diligence process includes a review of the investee
company's technology, discussions with customers and
suppliers, competitive analysis, assessment of the
capabiliies of the management team and financial
analysis In addition, the Octopus investment team 1s
supported by the Octopus Venture Partners — a
group of over 00 entrepreneurs and business
experts including a number of ex-FTSE charmen and
chief executives The Octopus Venture Partners may
be involved at an early stage in the investment
decision making process, involving members with
relevant industry experience as part of the inttial due
dilgence and they may go on to invest alongside
QOctopus in investee companies

Additionally, Octopus also draws on professional input
from lawyers, accountants and cther specialists as
required in order to conduct the due diligence and
draw up the required legal docurmentation in order to
complete an investment
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Post-Investment Monitoring

Octopus will usually appoint at least one
representative to the board of each investee cormpany
The majority of the investments are expected to be
held for approximately five years There may, however,
be opportunities to exit profitably on shorter
timescales The lnvestment Manager will conduct a
regular review of the portfolto, dunng which each
investee company will be assessed in terms of 1ts
commercial and financial progress, its strategic
posrioning, requirernent for further capital, progress
towards an eventual exit and its current and
prospective valuation As each company matures, the
exrt considerations become more specafic, with a view
1o establishing a defintive action plan in order to
achieve a successful sale of the investment Throughout
the cycle of an investment the Investment Manager
will remain proactive In determining the appropriate
tme and route to exit It 1s expected that the majority
of exits will be by means of a trade sale
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DETAILS OF DIRECTORS

John Hustler (Non-Executive Chairman — Age 64)

John joined Peat Marwick, now KPMG, in 1965 and
became a Partner in 1983 Since leaving KPMG in
1993 to form Hustler Venture Partners Limited, he has
adwised and been a director of a number of growing
companies He 1s presently Chairman of Northern
Venture Trust plc, a non-executive director of Hygea
VCT plc and Chairman of RenaissanceRe Syndicate
Management Limited He was also a member of the
Counal of The Instiiute of Chartered Accountants in
England and Wales and Charrman of its Corporate
Finance Facuity from 1997-2000 and was a member
of the Counal of the British Venture Capital
Association from [989-1991

Mark Faulkner (Non-Executive Director — Age 43)

Mark has worked in finance for more than twenty
years In 1991, Mark founded a financial advisory firm
providing investment advice to high net worth
individuals This firm merged with Roundhouse
Financial Services LLP in 2000 and Mark s now a
principal partner of the combined business In 2003,
he co-founded Hibndge Capital, a specialist investment
firm that combines investment banking and private
chent financial advisory expertise in one entity
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Matt Cooper (Non-Executive Director — Age 44}

Matt 1s the Charman of Octopus Investments Prior to
joning Octopus, Matt was the Pnincipal Managing
Director of Capital One Bank (Europe) plc where he
was responsible for all aspects of the company's
strategic direction and day-te-day operations in
Europe He led the UK portion of the business from
start-up to twe million customers, generating revenues
of over £275 millton and employing over 2,000
people Matt is also Charman of Perfect Pizza Limrted
and Imaginatik plc and a non-executive director of
[0Duke Software Limited, MyDhsh Limited and nine
other Octopus VCTs
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DIRECTORS' REPORT

The Directors present their report and the audrted
financial staterments for the year ended 31 October
2010

This report has been prepared by the Directors in
accordance with the requirements of s415 of the
Comparues Act 2006 The Company's independent
auditor 1s required by law to report on whether the
information grven in the Directors’ Report (including
the Business Review) 1s consistent with the financial
statements The audrtor's opinion 1s included in ther
report on pages 38 and 39

Principal Activity and Status

The principal activity of the Company s to mvest in a
dversified portfolio of UK smaller companies in order
1o generate caprtal growth over the long-term as well
as an attractive tax-free dividend stream The
Company has been granted full approval as a VCT by
HMRC

In order to maintain approved status, the Company
must comply on a continuing basis with the provisions
of s280A of the Income Tax Act 2007, in particular, the
Company Is required at all tmes to hold at least 70%
of its investments (as defined in the legislaiion) in VCT
‘qualifying holdings', of which at least 30% must
compnse eligible ordinary shares

For this purpose, a VCT ‘gualifying holding' consists of
up to £1 million invested in any one year in new
shares or securtties of a UK AlM-quoted company or
unquoted company which 1s carrying on a qualfying
trade, and whose gross assets and number of
employees at the time of investment do not exceed a
prescribed imit The definrtion of 'qualfying trade’
excludes certain activiies such as property investment
and developrnent, financial services and asset leasing

Investment company status was revoked on
27 January 2010

The Directors are required by the Articles of
Association to propose an Ordinary Resolution at the
Company's Annual General Meeting m 2018 that the
Company should continue as a VCT for a further five

year penod, and at each fifth subsequent Annual
General Meeting thereafter If any such Resolution is
not passed, the Directors shall within four months
convene a general meeting to consider the proposals
for the reorganisation or winding-up of the Company

Review of Business Activities

The Directors are required by s417 of the Comparues
Act 2006 10 include a Business Review to
shareholders The Business Review 1s set out below
and also includes the Chairman'’s Statement on

pages 5 to 7, and the Investment Manager's Review on
pages 8 and 9 by reference

The purpose of this review 15 to provide shareholders
wrth a snapshot summary setung out the business
objectives of the Company, the Board's strategy to
achieve those objectives, the risks faced, the regulatory
environment and the key performance indicators used
to measure performance

The following events occurred between the balance
sheet date and the signing of these financial
statements

. On 5 November 2010 a further £12,500 was
invested into Skills Market Limsted

. On 30 November 2010 a further £6,000 was
invested into Skills Market Limited

. On 7 December 2010 a new investment of
£367.000 was made into Diverse Energy Limited

e On9 December 2010 a further £307,000 was
invested into Zoopla Limrted

e On 27 January 2011 a further £116,667 was
invested into Money Workout Limited

o On 4 February 2011 a further £16,667 was
invested into Money Workout Limited
Performance and Key Performance Indicators

As aVCT, Trtan 2's objective 1s to provide shareholders
with an attractive income and capital return by
investing rts funds 1n a broad spread of unquoted UK
companies which meet the relevant critera for VCTs
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DIRECTORS' REPORT (continued)

The Board expects the Investment Manager to defiver
a performance which meets the twin objectives of
providing mnvestors with attractive returns from a
portfolio of investrents, and maximising tax-free
mcome for shareholders The key performance
indicators (KPIs) in meeting these objectives are net
asset value and the performance of dwidends paid,
which when combined give net asset value total
return Additional key performance indicators
reviewed by the Board include the discount of the
share price relative to the net asset value and the
total expense as a proportion of shareholders' funds
The total running costs in the pertod, as defined in the
prospectus, were 2 9% of the Company's net assets,
below the annual lirmit of 3 2%

A record of some of the indicators is detalded on the
first page entitled Financial Headhines Additional
comments are provided in the Chairman's Statement
discussing the performance of the Company over the
current year

The Board assesses the performance of the
investrnent Manager in meeting the Company's
objectives against the KPls highlighted above

Clearly, when making investments in unquoted
companies at an early stage of their development,
some are likely to disappoint, but investing the funds
raised in high growth companies with the potental to
become market leaders creates an environment of
improved return for shareholders The growth of these
companies 1s largely dependent on continuing the
existing levels of corporate spending The current
volatle economic environment could adversely affect
corporate spending patterns, which would in turn
have a negative impact on the development of the
investee comparies

Performance, measured by the change in NAV and
total return per share, 15 also measured against the
FTSE Small-Cap index This 1s shown in the graph on
page 35 in the Directors’ Remuneration Report This
index has been adopted as an informal benchmark.
Investment performance, cash returned to
shareholders and share price are also measured
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against the Company's peer group of the other
generalist VCTs

The Chairman’s Statement, on pages 5 to 7, includes a
review of the Company's activities and future
prospects, further detalls are also provided within the
Investrment Manager's Review on pages 8 and 9

Results and dividend

Year ended Year ended
3| October 2010 3| October 2009
£'000 £000
Net return attrbutable
to shareholders 13 1,133
Appropriations
Final dvidend proposed
- 075p (2009 - 05p)
per share 123 77

The proposed final dvidend will, if approved by
shareholders, be paid on 8 Apnl 2011 to shareholders
on the registeron | | March 2011

Objective and Investment Policy

The investment approach of the Company 1s not
designed to deliver a return that 1s measured against a
stock market index, as most funds are !nstead, the
focus 15 on generating absolute returns over the
medium-term In order te achieve this, the Fund
focuses on provding early stage, development and
expanston funding 1o unquoted companies with a
typical deal size of £05 million to £1 million and will
continue to comprise 20-25 unquoted comparies,
predominantly focussed within the environment,
technology, media, telecoms and consumer lifestyle
and well-being sectors

The Directors control the overall risk of the portfolio
by ensuring that the Company has exposure to a
diversified range of companies from a number of
different sectors In order to imnt the risk to the
portfolio that 15 derived from any particular
investment, no more than 10% of the amount invested
by shareholders in the Company will be invested in
any one unquoted company (including both Qualifying




and Non-Qualifying Investrments) Further details of
the Company’s risk management policies are prowvided
in note |6 to the financial statements

Non-Qualfying Investments

An active approach has been taken to manage the
cash prior to investing in qualifying companies
Specifically, the majority of the funds raised were
invested in a range of money market securities In
addition, up to 30% of the amount invested by
sharehotders in the Company were invested in other
funds managed by Octopus, including the CF Octopus
Absolute UK Equrty Fund and the CF Octopus UK
Micro Cap Growth Fund By investing a small
proportion of ris assets into these other funds some
exposure to a broad range of AIM quoted and main
market listed smaller and medium-sized companies
were gained

The Cempany may alse make Non-Qualifying
Investments where the Investment Manager believes
that the risk/return profile 1s consistent with the
overall objective of the Company, which may include,
from time to time, making a small number of
investrents or further investments in companies
which meet the profile of a Qualfying Investment but
would otherwise not be a Qualifying lnvestment

Qualifying Investments

During its first three years the Company invested in a
range of Qualifying Investments

At the end of the three year initial investment period,
the Fund has the following investment profile

s 75-85% Qualfying Investments, primarily in
unquoted comparnes

e  15-25% in cash, money market securtties and
funds managed by Octopus and other Non-
Qualifying Investments

The Company will not borrow money for the
purposes of making investments The investment
deaisions made must adhere to the HMRC
qualffication rules as stated in the above section The
Directors will continually moeitor the investment
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process and ensure comphance with the investment
policy

In considering a prospective investment In a company,
particular regard 1s made to

e evidence of high margin products capable of
addressing fast-growing markets,

e« the company's abilty to sustain a competitive
advantage,

s  the strength of the management team,
e the extstence of proprietary technology, and

e the company's prospects of being sold or floated,
usually within three to five years

A review of the investment portfolio and of market
condrions during the penod 15 included in the
Chairman’s Statement and Investrment Manager's
Review

No matertal changes may be made to the Company's
investrnent policy described above without the prior
approval of shareholders by the passing of an
Ordinary Resolution

VCT Regulation

Compliance with required rules and regulations is
considered with all investment decisions made The
Company 15 further monitored on a continual basis to
ensure compliance The main criteria to which the
Company must adhere include

s atleast 70% of investrments must be made i
qualifying shares or securities,

s at least 30% of the 70% of Qualifying
Investments must be invested into ordinary
shares with no preferential rights (from Apnil
2011 this wilt change to 70% for new
Investments),

e nosingle Investment made can exceed |5% of
the total company value, and

o aminimum of 10% of each Qualfying lnvestment
must be in ordinary shares with no preferential
rights
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DIREC

Principal Risks, Risk Management and Regulatory
Environment

The Board carries out a regular review of the risk
environment in which the Company operates The
man areas of nsk identified by the Board are as
follows

VCT quahfying status nsk the Company 1s required at
all times to observe the conditions laid down in the
Income Tax Act 2007 far the maintenance of
approved VCT status The loss of such approval could
lead to the Company losing is exemption from
corporation tax on capital gains, to investors being
liable to pay income tax on dividends received from
the Company and, in certain arcurnstances, to
investors being required to repay the iniial income
tax relief on their investment

The Investment Manager keeps Titan 2's VCT
qualfying status under continual review and reports to
the Board regularly throughout the year The Board
has also retained PricewaterhouseCoopers LLP to
undertake an independent VCT status monitoring

role

Investment nisk. the majority of the Company's
investments will be in small and medium-sized
companies which are VCT qualfying holdings, which by
their nature entall a higher level of risk and lower
liquidity than investments in large quoted companies

The Directors and the Investment Manager aim to
bt the risk attached to the portfolio as a whole by
careful selection and timely realisation of investments,
by carrying out rigorous due diigence procedures and
by maintaining a wide spread of holdings in terms of
financing stage, ndustry sector and geographical
location The Board reviews the investment portfolio
with the Investment Manager on a regular basis

Financiol nsk, as most of the Company’s investments
involve medium to long-term commitment and are
relatively iliquid, the Directors consider that it 15
inappropriate to finance the Company's activities
through borrowing Accordingly, they seek to maintain
a proportion of the Company's assets in cash or cash
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equivalents in order to be In a posttion to take
advantage of new investment opportunrties

The Company has very little exposure to foreign
currency risk and does not enter into dervative
transactions Titan 2 has cash deposits which are held
on the balance sheet of HSBC Bank plc and in cash
funds managed by Goldman Sachs The risk of loss to
this cash 1s deemed to be low due to the historical
credn ratings and a current Standard & Poor's rating
of AA for HSBC and AAA for Goldman Sachs
Inadequate controls might lead to misappropnation of
assets Inappropriate accounting policies rrught lead to
rmis-posting or breaches of regulations

Regulatory the Company 15 required to comply with
the Companies Act, the rules of the UK Listing
Authortty 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
qualfied audit report

Reputational inadequate or falled controls might result
in breaches of regulation or loss of shareholder trust

Internal control nsk. the Board reviews annually the
system of internal controls, financia! and non-financial,
operated by the Company and the Investment
Manager These include controls designed to ensure
that the Company's assets are safeguarded and that
proper accounting records are mamtamned

Competitive Risk. retention of key personnel within
Octopus 15 vital to the success of the Company
incentives to the Investment Manager's key staff are
continuously monitored

Due to the nature of the Company, environmental,
social and employee 1ssues do not apply and therefore
no disclosures in respect of these have been included
in the Directors' Report

The Board seeks to mmgate the internal nisks by
setting policy, regular review of performance,
enforcement of contractual obligations and monrtoring
progress and complance In the mitigation and
management of these risks, the Board applies
rigerously the principles detalled in the Turnbull’




guidance Details of the Company’s internal controls
are contained in the Corporate Governance section
on pages 29 to 33

Further details of the Company's risk managernent
policies are provided in note 16 to the financal
statements

Directors

The Directors of the Company during the perod and
their interests (in respect of which transactions are
notfiable under Disclosure and Transparency Rule

3 1 2R) in the 1ssued ordinary shares of 10p are
shown in the table below

31 October 2010 31 October 2009

John Hustler

(Chairman) 7,482 5275
Mark Faulkner 15,000 15,000
Matt Cooper 33,667 5,275

All of the Directors’ shares were held beneficially
There have been no changes in the Director’s share
interests between 31 October 2010 and the date of
this report

Mark Faulkner retires by rotation and, being eligible,
offers himself for re-election The Board has
considered provision A7 2 of the Combined Code
2008 and beheves that Mark Faulkner continues to be
effective and to demonstrate commitment to his role,
the Board and the Company The Board therefore has
no hesitation in recommending him for re-election at
the forthcoming Annual General Meeting

Brief biographical notes on the Directors are gven on
page 20

Directors’ and Officers’ Liability Insurance

The Company has, as permitted by s233 of the
Companies Act 2006, maintained insurance cover on
behalf of the Directors and Company Secretary
mdemnifying them aganst certan habilises which may
be incurred by them in relation to the Company, and
this has been disclosed in accordance wath 5236 of the
Companies Act 2006
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Whistleblowing

The Board has considered the arrangerments
implemented by the Investment Manager in
accordance with the Combined Code's
recommendations, to encourage staff of the
Investment Manager or Secretary of the Company to
raise concerns, In confidence, within their orgarisation
about possible improprieties in matters of financial
reporting or other matters It is satisfied that adequate
arrangements are In place to allow an independent
investigation, and follow on action where necessary, to
take place wrthin the organisation

Management

Octopus Investrments Lirmted acts as Investrnent
Manager to the Company The principal terms of the
Company's management agreement with Octopus are
set out n notes 3 and 19 to the financial staterments
The Investment Manager also provides secretarial,
administrative and custodian services to the Company

The Company has in place an agreement wrth
Octopus Investments to act as Investment Manager
which s central to the ability of the Company to
continue in business There are no other contracts
which are deemed to be essential to the business of
the Company

As required by the Listing Rules, the Directors confirm
that, in their opinion, the continuing appointment of
Octopus as Investment Manager 1s in the best interest
of the shareholders as a whole |n reaching this
conclusion the Dhrectors have taken into account the
performance of the investment portfolio and the
abilty of the Investment Manager to produce
satisfactory investment performance in the future

With the exception of Matt Cooper, ne Director has
an interest n any contract to which the Company 1s a
party Matt Cooper 1s Chairman of Octopus
Investments Detals of the fees pad to Octopus
Investments in respect of services provided are
detaled In note {9 to the financial statements

The Company has established a performance incentive
scheme whereby the Invesiment Manager 1s entrtled
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to an annual performance-related incentive fee In the
event that certain performance critena are met,
commencing at the end of the 2011 financial year
Further details of this scheme are disclosed within
note 19 to the financal statements No performance
fee was payable at 31 October 2010, and given the
current economic cimate, the Directors do not
anticipate that the critena will be met in the short to
medium term

ft should be noted that there 15 no formal
Management Engagement Committee as matters of
this nature are dealt with by the independent Non-
Executive Directors

Share Issues and Open Offers

There are no open offers 737,621 shares were 1ssued
at a weighted average price of 92 9p per share during
the year to 31 October 2010 (2009 nil)

Share Buy Backs
No buy backs were made during the year

Share Capital, Rights Attaching to the Shares and
Restrictions on Voting and Transfer

The Company’s ordinary share capital as at
31 October 2010 15 16,354,502 ordinary shares of
I0p each

Subject to any suspension or abrogation of nghts
pursuant to relevant law or the Company's Articles of
Association, the ordinary shares confer on therr
holders the following principal rights

(a) the nght to receve out of profits avallable for
distnbution such dividends as may be agreed to
be paid {(in the case of a final dwvidend in an
amount not exceeding the amount
recommended by the Board as approved by
shareholders in a general meeting or in the case
of an interim dvidend in an amount determined
by the Board) All dwvidends unclaimed for a
period of |2 years after having become due for
payment are forfeted automatically and cease to
remain owing by the Company,
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(b) the right, on a return of assets on a hquidation,
reduction of capstal or otherwise, to share in the
surplus assets of the Company remaining after
payment of its labilities pan passu with the other
holders of ordinary shares, and

(¢) the nght to receive notice of and to attend and
speak and vote 1in person or by proxy at any
general meeting of the Company

On a show of hands every member present or
represented and voting has one vote and on a poll
every member present or represented and voting has
one vote for every share of which that member 1s the
holder, the appointment of a proxy must be received
not less than 48 hours before the time of the holding
of the relevant meeting or adjourned meeting or, In
the case of a poll taken otherwise than at or on the
same day as the relevant meeting or adjourned
meeting, be receved after the poll has been
demanded and not less than 24 hours before the time
appomnted for the taking of the pall

These nghts can be suspended If a member; or any
other person appeanng to be mnterested in shares
held by that member, has falled to comply within the
time Imits specfied in the Company’s Articles of
Association with a notice pursuant to s793 of the
Companies Act 2006 (nouce by the Company
requiring information about interests in its shares), the
Company can until the default ceases suspend the
right to attend and speak and vote at a general
meeting and if the shares represent at least 0 25% of
their class the Company can also withhold any
dividend or other money payable in respect of the
shares (wrthout any obligation to pay interest) and
refuse to accept certain transfers of the relevant
shares Shareholders, either alone or with other
shareholders, have other rights as set out in the
Company's Articles of Association and in company
law

A member may choose whether his shares are
evidenced by share certificates (certificated shares) or
held in electronic (uncertficated) form in CREST (the
UK electronic settlement system) Any member may




transfer all or any of his shares, subject in the case of
certificated shares, to the rules set out in the
Company's Articles of Association or in the case of
uncertficated shares to the regulatitons governing the
operation of CREST {which allow the Directors to
refuse to register a transfer as therein set out), the
transferor remains the holder of the shares until the
name of the transferee 1s entered in the register of
members The Directors may refuse to register a
transfer of certificated shares in favour of more than
four persons jointly or where there 1s no adeguate
evidence of ownership or the transfer i1s not duly
stamped (if so required) The Directors may also
refuse to register a share transfer if it 1s 1n respect of a
certificated share which i1s not fully paid up or on
which the Company has a lien provided that, where
the share transfer is in respect of any share admitted
1o the Offical List maintained by the UK Listing
Authority, any such discretion may not be exercsed so
as to prevent dealings taking place on an open and
proper basis, or if in the opinion of the Directors (and
wrth the concurrence of the UK Listing Authority)
exceptional arcumstances so warrant, provided that
the exercise of such power will not disturb the market
in those shares Whilst there are no squeeze-out and
sell out rules relating to the shares in the Company's
Articles of Association, shareholders are subject to the
compulsory acquisition provisions in 974 to s991 of
the Companies Act 2006

Appointment and Replacement of Directors

A person may be appointed as a Director of the
Company by the shareholders in general meeting by
Ordinary Resolution (requiring a simple majortty of
the persons voting on the relevant resolution) or by
the Directors, no person, other than a Director
retiring by rotation or otherwise, shall be appointed or
reappointed a Director at any general meeting uniess
he 1s recommended by the Directors or, not less than
seven nor more than 42 clear days before the date
appointed for the meeting, notice 1s given to the
Company of the intention to propase that person for
appomtment or re-appointrment in the form and
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manner set out in the Company's Artrcles of
Association

Each Director who 15 appointed by the Directors (and
who has not been elected as a Director of the
Company by the members at a general meeting held
in the interval since his appointment as a Director of
the Company) 1s to be subject to election as a
Director of the Company by the members at the first
Annual General Meeting of the Company foliowing his
appointment. At each Annual General Meeting of the
Company one third of the Directors for the time
being, or If their number 15 not three or an integral
multiple of three the number nearest to but not
exceeding one-third, are to be subject to re-election

The Companies Act allows shareholders in a general
meeting by Ordinary Resolution {requinng a simple
majority of the persons voting on the relevant
Resolution) to remove any Director before the
expiration of his or her period of office, but without
prejudice to any clam for damages which the Director
may have for breach of any contract of service
between hirm or her and the Company

A person also ceases to be a Director if he or she
resigns In writing, ceases to be a Director by virtue of
any prowvision of the Companies Act, becomes
prohibrted by law from beng a Director; becomes
bankrupt or s the subject of a relevant insolvency
procedure, or becomes of unsound mind, or If the
Board so decides following at least six months’
absence wrthout leave or If he or she becomes subject
to relevant procedures under the mental health laws,
as set out in the Company's Articles of Association

Powers of the Directors

Subject to the provisions of the Companes Act, the
Memorandum and Articles of Association of the
Company and any directions given by shareholders by
Special Resolution, the Articles of Association specify
that the business of the Company 1s to be managed
by the Directors, who may exercise all the powers of
the Company, whether relating to the management of
the business or not In particular the Directors may
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exercse on behalf of the Cornpany its powers to
purchase its own shares to the extent permitted by
shareholders

International Financial Reporting Standards

As the Company Is not part of a group it 1s not
mandatory for it to comply with International Financial
Reporting Standards The Company does not
anticipate that it wilt voluntarily adopt International
hinancial Reporting Standards in the short term
However, in accordance with the “Future of UK
GAAP" project, as a publicly accountable entity, the
company will be required to report under full IFRS
when this 15 iImplemented This Is not expected to
have a significant impact upon the balances included
wrthin the financial statements, but will give rise to
significant changes in presentational information and
disclosures

Creditor Payment Policy

The Company’s payment policy for the forthcoming
financial year is to agree terms of payment before
business 1s transacted and to settle accounts in
accordance with those terms The Company does not
follow any code or standard with regard to creditor
payment practice At 31 October 2010 there were
fnil trade creditors (2009 £nil)

Envircnmental Policy

The Company always makes full effort to conduct 1ts
business in a manner that 1s responsible to the
environment This responsibility 1s maintaned in
investment decisions where possible

Going Concern

The Company's business activities and the factors
likely to affect its future development, performance
and posrtion are set out in the Chairman’s Statement
and Investment Manager's Review on pages 5 to 19
Further details on the management of financial nsk
may be found in note 16 to the Financial Statements

The Board recewves regular reports from the
Investment Manager and the Directors have a
reasonable expectation that the VCT has adequate
resources to continue In operational existence for the
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foreseeable future Thus, as no material uncertainties
leading to significant doubt about going concern have
been identified, it 1s appropriate to continue to adopt
the going concern basis in preparing the financial
statements

Substantial Shareholdings

As at the date of this report, no disclesures of major
shareholdings had been made to the Company under
Disclosure and Transparency Rule 5 (Vote Holder and
Issuer Notification Rules)

Annual General Meeting

The notice convening the 201 | Annual General
Meeting of the Company and a form of proxy in
relation to the meeting can each be found at the end
of this document

Independent Auditor

Grant Thornton UK LLP offer themselves for
reappointment as auditor A Resolution to re-appoint
Grant Thornton UK LLP will be proposed at the
forthcoming Annual General Meeting

Directors’ Authority to Allot Shares, to disapply
Pre-emption Rights

The authorrty proposed under Resolution 6 1s
required so that the Directors may offer existing
shareholders the opportunity to add to ther
nvestment or to offer potential shareholders an
opportunity to invest in the Company in a tax-efficient
manner without the Company having to incur
substantial costs Any consequent modest increase in
the size of the Company will, in the opinion of the
Drirectors, be in the interests of shareholders generally
Any I1ssue proceeds will be avalable for investment in
line with the Company's investment policy and may be
used, In part, to purchase ordinary shares in the
market

Resolution 6 renews the Directors’ authority to allot
ordinary shares This would enable the Directors unti!
Apnl 2012, to allot up to 1,635,450 ordinary shares
{representing approximately 10% of the Company's
1ssued share capital as at 31 October 2010)




Resolution 7 renews and extends the Directors’
authority to allot equity secunities for cash without
pre-emption rights applying in certain circumstances
This Resolution would authonise the Directors, until
the date faling 15 months after the date of the
passing of the Resolution or, if earlier, the conclusion
of the next Annual General Meeting of the Company,
to I1ssue ordinary shares for cash without pre-emption
rights applying by way of an offer to existing
shareholders, or re-issuing shares out of Treasury up
1o a maximum of 1,635,450 ordinary shares
{representing approximately 10% of the Company’s
1ssued share caprtal as at 3! October 2010) This
power will be exercised only if, in the opinion of the
Directors, it would be in the best interests of
shareholders, as a whole

Directors’ Authority to Make Market Purchase of its
Own Shares

The authority proposed under Resolution 8 1s
required so that the Directors may make purchases of
up to approximately 5% of the Company’s issued
share caprtal and Resolution 8 seeks renewal of such
authority until the next Annual General Meeting (or
the expiry of 15 months, If earlier) The price paid for
shares will not be iess than the nominal value nor
more than the maximum amount permitted to be
paid in accordance with the rules of the UK Listing
Authority in force as at the date of purchase This
power will be exercised only If, n the opimion of the
Directors, a repurchase would be in the best interests
of shareholders as 2 whole Any shares repurchased
under this authortty will erther be cancelled or held in
Treasury for future re-sale in appropnate market
conditions

Corporate Governance

The Board of Qctopus Titan VCT 2 plc has considered
the principles and recommendations of the
Association of Investment Companies Code of
Corporate Governance (AIC Code) by reference to
the Association of Investment Companies Corporate
Governance Guide for Investment Companies (AIC
Guide)

Qcapus Titan VCT 2 ple | Annual Report | 2010

The AIC Code, as explained by the AIC Guide,
addresses all the principles set out in the 2008
Combined Code, as well as setting out addiional
principles and recommendations on issues that are of
specific relevance 1o the Company The Board
considers that reporting against principles and
recommendations of the AIC Code, by reference to
the AIC Guide {which incorporates the Combined
Cade), will provide better information to
shareholders

The Company 18 committed to mantaning high
standards in corporate governance The Directors
consider that the Company has, throughout the
period under review, complied with the provisions set
out in the 2008 Combined Code on Corporate
Governance with the exceptions set out In the
Compliance Statement on page 33

Board of Dhirectors

The Company has a Board of three non-executive
Directors, two of whom are considered to be
independent Matt Cooper 15 not considered to be
independent due to his rale as Chairman of the
Company's Investment Manager The Board meets
regularly on a quarterly basis, and on other occasions
as required, to review the investment performance
and monitor compliance with the investment policy
laid down by the Board

The Board has a formal schedule of matters
specifically reserved for its deaision which include

s the consideration and approval of future
developments or changes to the investment
policy, including risk and asset allocation,

« consideration of corporate strategy;

e  approval of the appropnate dwvidend to be pad
to the shareholders,

¢ the appointment, evaluation, removal and
remuneration of the Investment Manager,

¢ the performance of the Company, including
momntoring of the discount of the net asset value
to the share price, and
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=  monitening shareholder profiles and considering
shareholder communications

The Charrman leads the Board in the determination of
its strategy and in the achievement of its objectives
The Chairman 1s responsible for organising the
business of the Board, ensuring its effectiveness and
setting its agenda, and has no involvement in the day
to day business of the Company He {acilitates the
effective contnbution of the Directors and ensures
that they recewe accurate, tmely and clear
nformation and that they communicate effectively
with shareholders

The Company Secretary 1s responsible for advising the
Board through the Charman on all governance
matters All of the Directors have access to the advice
and services of the Company Secretary, who has
administrative responsibility for the meetings of the
Board and its commuttees Directors may also take
independent professional advice at the Company's
expense where necessary in the performance of ther
duties The Board does not consider it necessary for
the size of the Board or the Company to identify a
member of the Board as the senior non-executive
director

The Company's Articles of Association and the
schedule of matters reserved to the Board for
decision provide that the appointment and removal of
the Company Secretary is a matter for the full Board

During the year the following were held

Full Audit Audit

Board No of Committee Committee

meeungs meetngs meetngs meetungs

held attended hetd attended

John Hustler 4 4 2 2
Mark Faulkner 4 3 2 2
Matt Cooper 4 3 2 N/A

Additional meetings were held as required to address
specific 1ssues Including considering recommendations
from the Investrnent Manager A brief biographical
summary of each Director 1s given on page 20

The Company's Articles of Association require that
cne third of Directors should retire by rotation each
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year and seek re-election at the Annual General
Meeting, and that Directors apponted by the Board
should seek re-appointment at the next Annual
General Meeting All Directors are required to submit
themselves for re-election at least every three years
This practice was followed during the year under
review

Date of
Onginal Due date
Appointment  for Re-election
lohn Hustler 31710/2008 AGM 2013
Matt Cooper 3171072008 AGM 2012
Mark Faulkner 31/10/2008 AGM 2011

The Board has appointed two committees to make
recommendations to the Board in specific areas

Audit Committee

Mark Faulkner
John Hustler

The Audit Committee, chaired by Mark Fautkner,
consists of two independent Directors The Audit
Committee believes Mark Faulkner possesses
appropriate and refevant financial experience as per
the requirements of the Combined Code The Board
considers that the members of the Committee are
independent and have collectively the skills and
expenence required to discharge their duties
effectively

The Audit Commrtiee's terms of reference include the
following roles and responsibilities

e reviewing and making recommendations to the
Board in relation to the Company’s published
financial statements and other formal
announcements refating to the Company’s
financial performance,

o reviewing and making recommendations to the
Board in relation to the Company's internal
controt (including internal financial control} and
risk management systems,

¢ pencdiczlly considering the need for an internal
audit function,




e  making recommendations to the Board in
relation to the appointment, re-appointment and
removal of the external audrtor, and approving
the remuneration and terms of engagement of
the external audrtor,

e reviewing and monitoring the external audror's
independence and objectivity and the
effectiveness of the audit process, taking into
consideration relevant UK professional regulatory
requirements,

s  monrtoring the extent to which the external
auditor 1s engaged to supply non-audit services,
and

s ensuring that the Investment Manager has
arrangements 1n place for the mvestgation and
follow-up of any concerns raised confidentially by
staff in relation to propriety of financial reporting
or other matters

The Committee reviews its terms of reference and its
effectiveness annually and recommends to the Board
any charges required as a result of the review The
terms of reference are avallable on request from the
Company Secretary The Committee meets twice per
year and has direct access to Grant Thornton UK LLP
the Company's external auditor The Audit Committee
has reviewed the non-audit services prowded by the
external auditor and does not believe they are
sufficient to influence therr independence or
objectivity

The Company does not have an independent internal
audit function as 1t 1s not deemed appropnate given
the size of the Company and the nature of the
Company's business However, the Committee
constders annually whether there 1s a need for such a
function and 1f so would recommend this to the
Board
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During the year ended 31 October 2010, the Audit
Committee discharged ts responsibilities by

s reviewing and approving the external audnor's
terms of engagement and remuneration,

» reviewing the external auditor's plan for the audit
of the Company's financial statements, including
identification of key nsks and confirmation of
audrtor independence,

e reviewing Octopus Investments Limited's
statement of internal controls in relation to the
Company's business and assessing the
effectiveness of those controls in mimimusing the
wnpact of key risks,

. reviewing penodic reports on the effectiveness
of Octopus Investments Limited's compliance
procedures,

« reviewing the appropriateness of the Company's
accounting policies,

« reviewing the Company's annual and interim
financial results statement prior to Board
approval, and

¢ reviewing the exdernal audrtor's detaled reports
to the Committee on the annual financial
statements

Nominaton Committee

John Hustler
Mark Faulkner

The Nominatton Committee considers the selection
and appointment of Directors and makes
recommendations 1o the Board as to the level of
Directors’ fees

It has not yet been necessary for the Committee to
meet and so terms of reference will be agreed if and
when appropriate The Board does not have a
separate remuneration committee as the Company
has no employees or executive Directors Detailed
information relating to the remuneration of Directors
is given In the Drirectors' remuneration report
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Internal Control

The Directors have overall responsibility for keeping
under review the effectiveness of the Company's
systems of internal controls The purpose of these
controls 15 to ensure that proper accounting records
are maintained, the Comparny's assets are safeguarded
and the financial information used within the business
and for publication 15 accurate and reliable, such a
system can only provide reasonable and not absolute
assurance against material misstaterment or loss The
system of internal controls is designed to manage
rather than eliminate the nsk of falure to achieve the
business objectives The Board regularly reviews
financial results and investment performance with its
Investment Manager

Octopus identfies the investment opporiunives for
the consideration of the Board who uttimately makes
the decision whether to proceed with that
opportunity Octopus monitors the portfolio of
Investments and makes recommendations to the
Board in terms of suggested disposals and further
acquisitions

Octopus is engaged to carry out the accounting
function and retains physical custody of the
documents of title relating to unquoted investments
Qctopus regularly reconciles the chent asset register
with the physical documents

The Directors confirm that they have established a
continuing process throughout the year and up to the
date of this report for identifying, evaluating and
managing the significant potential risks faced by the
Company and have reviewed the effectiveness of the
internal contro! systerms As part of this process an
annual review of the internal control systems is
carried out In accordance with the Financial Reporting
Counal guidelines for internal control
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Internal control systems mclude the production and
review of monthly bank reconcliations and
managernent accounts All outflows made from the
VCT's accounts require the authority of two
signataries from Octopus The VCT 1s subject to a full
annual audit whereby the audrtor I1s the same audrtor
as otherVCTs managed by the Investment Manager
Further to this, the Audrt Partner has open access to
the Directors of the VCT and the Investment Manager
s subject to regular review by the Octopus
Compliance Department.

Financial Risk Management Objectives and Policies

The Company 15 exposed to the risks ansing from its
operational and investment actwities Further details
can be found in note |6 to the Financial Statements

Relations with Shareholders

Shareholders have the opportunity to meet the Board
at the Annual General Meeting In addition to the
formal business of the Annual General Meeting, the
Board is avallable to answer any questions a
shareholder may have

The Beard 1s also happy to respond to any wnitten
queries made by shareholders during the course of
the year and can be contacted at 20 OId Bailey,
London ECAM TAN Afternatively, the tearn at
Octopus 15 happy 1o answer any questions you may
have and can be contacted on 0800 316 2396




Compliance Statement

The Listing Rules require the Board to report on
comphance with the 48 Combined Code provisions
throughout the accounting year The preamble to the
Combined Code does, however, acknowledge that
some provisions may have less relevance for
tnvestment companies With the exception of the
bmited items outlined below, the VCT has complied
throughout the accounting year to 3| October 2010
with the provisions set out in the 2008 Combined
Code

| New Directors do not receve a full, formal and
talored induction on joining the Board Such
matters are addressed on an individual basis as
they anise

2 Formal performance evaluation process for the
Board, its committees, the individual Directors
and the Chairman has not so far been deemed
to be beneficial nor a formal evaluation been
undertaken due to the size of the Board and the
nature of the Company's business Specific
performance issues are dealt with as they arise

3 The Company has two independent Directors,
John Hustler and Mark Faulkner as defined by the
Combined Code i1ssued in 2008 Matt Cooper
halds directorships of other companies with the
same [nvestment Manager and with the
Investment Manager tself The Board considers
that all directors have suficent experience to be
able 1o exercise proper judgement within the
meaning of the Combined Code
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4 The Company does not have a Chief Executve
Officer or senior independent Director The
Board does not consider this necessary for the
size of the Company

5  The Company conducts a formal review as 1o
whether there 15 a need for an internal audit
function However, the Directors do not consider
that an internal audit would be an appropnate
control for aVCT

6  The non-executive Directors do not have service
coniracts, whereas the recommendation 15 for
fixed term renewable contracts

7 The Company has no major shareholders so
shareholders are not given the opportunity to
meet any new non-executive Directors at a
specific meeting other than the Annual General
Meeting i

8  The Company does not have a remuneration
committee given the size of the Company and as
such the whole board deal with any matters of
this nature

By order of the Board

G2 —

Celia LWhitten FCIS
Company Secretary
|0 February 2011
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REPORT

Introduction

This report 1s submitted in accordance with chapter &
of Part 13 of the Companies Act 2006, in respect of
the year ended 31 October 2010 An Ordinary
Resolution for the approval of this report will be put
to the members at the forthcoming Annual General
Meeting

The Company's auditor, Grant Thornton UK LLP 1s
required to give its opinion on certain information
included in this report, this comprises the Directors’
emoluments section below only Thewr report on these
and other matters 1s set out on pages 38 and 39

Consideration by the Directors of Matters Relating
to Directors’ Remuneration

The Board as a whole considers Directors'’
remuneration and has not appointed a separate
committee in this respect The Board has not sought
advice or services from any person In respect of its
consideration of Directors’ remuneration during the
year (although the Directors expect from time to time
to review the fees against those paid to the boards of
directors of other VCTs)

Statement of the Company’s policy on Directors’
Remuneration

The Board consists entirely of non-executive
Directors, who meet at least four tmes a year and on
other occasions as necessary, to deal with the
important aspects of the Company's affairs Directors
are appointed with the expectation that they will
serve for, at least, a period of three years All Directors
retire at the first general meeting after election and
thereafter one third of all Directors are subject to
retirement by rotation at subsequent Annual General
Meetings Re-election will be recommended by the
Board but 1s dependent upon shareholder vote

Each Director receved a letter of appointment which
ts subject to termination by the Director or the
Company on three months' notice in writing None of
the Directors are entitled to compensation payable
upon early termination of ther contract other than in
respect of any unexpired notice perod
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The Company’s policy Is that the fees payable to the
Directors should reflect the time spent by the Board
on the Company's affairs and the responsibilities
borne by the Directors They should be sufficient to
attract candidates of high calibre to be recruited The
policy 1s for the Chairman of the Board to be paid
higher fees than the other Directors in recognition of
his more onerous role The policy is to review these
rates from time to time, although such review will not
necessarily result n any changes Due to the nature of
the Company, there are no employees other than the
Directors and therefore no such issues to consider
when determining the Directors’ remuneration

The Company's policy Is for the Directors to be
remunerated in the form of fees, payable quarterty in
arrears The fees are not specifically related to the
Directors' performance, erther individually or
collectively There are no long-term incentive schemes,
share option schemes or pension schemes In place
The Board 15 also entitled to be repaid all reasonable
travelling, subsistence and other expenses incurred by
them respectively whilst conducting their duties as
Directors, however no other remuneration or
compensation was paid or payable by the Company
durning the year to any of the current Directors

The Board has not sought adwice or services from any
person in respect of its consideration of Directors’
remuneration during the year Now that the Fund has
achieved its requisite level of quahfying investments for
HMRC purposes, the Board has reviewed the fees
payable to Directors, which have remained unchanged
since the launch of the company and has decided to
bring such fees into line with all the other Titan VCTs,
which, it believes, is in accordance with normal market
rates With effect from | May 201 [, the annual fees for
the Chairman will rise to £20,000, for the non-
executive Director will rise to £15,000 and for the
Octopus representative who sits on both Octopus
Titan VCT | plc and Octopus Trtan VCT 2 ple will
remain at £8,000 per company




Company Performance

The Board 1s responsible for the Company’s
investment strategy and performance, although the
management of the Company's investment portfolio Is
delegated to the Investment Manager through the
investment management agreement

The graph below compares the NAV total return and
Share Price total return (gross dwvidend re-invested) of
Titan 2 over the period from October 2007 to
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Cctober 2010, with the total return from a notional
investment i the FTSE Small-Cap index over the
same penod (2!l rebased to 100p) This index 15
considered to be the most appropnate broad equity
market index for comparative purposes The Directors
wish to pont out thatVCTs are not able to make
qualifying investments in companies quated on the
Main Market in their observance of the VCT rules

Net asset value and share price total return since launch against the FTSE Small-Cap Index total return
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REPORT (continued)

Directors’ Emoluments (Information Subject to

Audit} Amount of each Director’s emoluments

Year ended Year ended
31 October 2010 31 Qctober 2009
£ £

John Hustler
(Chairman) 15,000 15,000
Mark Faulkner 10,000 10,000
Matt Cooper 8,000 8,000
Total 33,000 33,000

By Order of the Board

Qe

Celia L Whitten FCIS
Company Secretary
0 February 2011
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DIRECTORS" RESPONSIBILITY

STATEMENT

The Directors are responsible for preparing the
Annual Report and the financial statements in
accordance with applicable laws and regulations

Company law requires the Directors to prepare
financial statements for each financial year which give a
true and fair view of the assets, habilities, financial
position and profit or loss of the Company for that
penod Under that law the Directors have elected to
prepare financial statements in accordance with
Unrted Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

In preparing these financial statements, the Directors
are required to

o select suttable accounting policies and then apply
them consistently;

e make judgments and estimates that are
reasonable and prudent,

«  siate whether applicable UK Accounting
Standards have been followed, subject to any
materal departures disclosed and explamned in
the financial statemenits, and

s  prepare the financal statements on the going
concern basis unless it 1s nappropriate to presume
that the Company will continue in business

The Directors are responsible for keeping adequate
accounting records that disclose with reasonable
accuracy at any time the financial position of the
Company and enable them to ensure that the financial
staterments comply with the Companies Act 2006
They are also responsible for safeguarding the assets
of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and
other irregulartties

In so far as each of the Directors are aware

e there s no relevant audit nformation of which
the Company's auditor 15 unaware, and

s the Directors have taken all steps that they
ought to have taken to make themselves aware
of any relevant audit information and to establish
that the auditor 15 aware of that information

To the best of my knowledge

s the financial statements, prepared in accordance
with the applicable set of accounting standards, give
a true and far view of the assets, habilrties, financial
position and profit or loss of the Company; and

« the management report includes a far review of
the development and performance of the
business and the position of the Company,
{ogether with a description of the prncipal nsks
and uncertainties that it faces

The financial statements are published at

www octopusinvestments com, a website maintained
by Octopus Investments The mantenance and
integrity of the website 1s, so far as it relates to the
Company, the responsibility of Octopus Investments
The work carried out by the auditor does not involve
considerations of the maintenance and integrity of the
websrte and, accordingly, the auditor accepts no
responsibility for any changes that have occurred to
the accounts since they were oniginally presented on
the website Visitors to the website need to be aware
that legislation in the United Kingdom governing the
preparation and dissemination of the accounts differ
from legislation in other jurisdictions

The Directors are responsible for the maintenance
and integrity of the cerporate and financial
information included on the Company's website
Legislation in the Unrted Kingdom governing the
preparation and dissemination of financial statements
may differ from legislation in other jurisdictions

On Behalf of the Board

John Hustler

Chairman
10 February 201 |
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REPOR

OF

HE INDEPENDENT

AUDITOR TO THE MEMBERS OF

OCTOPUS TITANVCT 2

We have audrted the financial statements of Octopus
Trtan VCT 2 ple for the year ended 3| October 2010
which comprise the income statement, the
recenciliation of movements In shareholders’ funds, the
balance sheet, the cash flow statement, and the related
notes The financial reporting framework that has been
apphed in their preparation is applicable law and
Unrted Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

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

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ Respansibility
Statement set out on page 37, the Directors are
responsible for the preparation of the financial
statements and for being satisfied that they give a true
and fair view Our responsibility 15 to audit and express
an opinion on the financial statements in accordance
with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s (APB's)
Ethical Standards for Audritors
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Scope of the audit of the financial statements

A description of the scope of an audit of financial
statements 1s provided on the APB's website at
www fre org uk/apb/scopef/privatefcfn

Opinion on financial statements
In cur opinion the financal statements
s  gve atrue and far view of the state of the

Company's affars as at 3! October 2010 and of
its profit for the year then ended,

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

¢  have been prepared in accordance with the
requirements of the Companmes Act 2006

Opinion on other matters prescribed by the

Companies Act 2006

In our opinion

¢ the part of the Directors’ Remuneration Report
to be audited has been properly prepared in
accordance with the Companies Act 2006, and

e the information given in the Dhrectors' Report

for the financial year for which the financal
staterents are prepared 1s consistent with the
financial staterments




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

o adequate accounting records have not been kept
or returns adequate for our audn have not been
recewved from branches not wisited by us, or

e the financial statements and the part of the
Directors’ Remuneration Report to be audrted
are not In agreement with the accounting
records and returns, or

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

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

Under the Listing Rules, we are required to review

e the Directors' Statement, set out on page 28, in
relation to going concern,

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

s certain elements of the report to the
shareholders by the Board on directors’
uneration

Tracey James

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Audrtor, Chartered Accountants
Oxford

|0 February 201 |
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INCOME STATEMEN

i Year to 31 October 2010

Revenue Capital Total

Notes £'000 £'000 £000

Realised loss on disposal of current asset investments 12 - (101) (1ol
Fixed asset investment holding gains 10 - 822 822
| Current asset investrment holding losses 12 - (408) (408)
Other income 2 180 - 180
Investment management fees 3 (70) (212) (282)
Other expenses 4 (198) - (198)
Return on ordinary activities before tax (88) 101 13
Taxation on return on ordinary activities 6 - - -
Return on ordinary activities after tax (88) 101 13
Earnings per share — basic and diluted 8 (05)p 0ép Olp

| e  The Total column of this statement 1s the profit and loss account of the Company, the supplementary
revenue return and caprtal return columns have been prepared under guidance published by the Asscciation
of Investment Companies

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

e The Company has only one class of business and derwes its income from investments made in shares and
securities and from bank and money market funds

The Company has no recognised gains or losses other than the results for the pericd as set out above

The accompanying notes form an integral part of the financial statements
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Year to 31 October 2009

Revenue Capital Total

Notes £000 £'000 £'000

Realised loss on disposal of fixed asset investments - (315) (315)
Realised gain on disposal of current asset investments - 45 45
Fixed asset investment holding losses - (2086) (206)
Current asset investment holding gains - 1,676 1,676
Other income 2 437 - 437
Investment management fees 3 (73) {208) (281)
Other expenses 4 {223) - (223)
Return on ordinary activities before tax {41 992 1,133
Taxation on return on ordinary activities ) - - -
Return on ordinary activities after tax 141 992 1,133
Earnings per share — basic and diluted 8 09% 64p 73p

s  The Total' column of this statement I1s the profit and loss account of the Company; the supplementary
revenue return and caprtal return columns have been prepared under guidance published by the Association
of Investment Companies

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

¢ The Company has only one class of business and derives its income from invesiments made in shares and
securries and from bank and money market funds

The Company has no recognised gains or losses other than the resutts for the period as set out above

The accompanying notes form an integral part of the financial statements
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RECONCILIATION OF
MOVEMENTS IN
SHAREHOLDERS' FUNDS

Year ended Year ended

3| October 2010 3| October 2009

£000 £'000

Shareholders’ funds at start of year 15,014 14,036
Return on ordinary activities after tax I3 [,133
lssue of equity (net of expenses) 647 -
Dividends paid (156) {155)
Shareholders' funds at end of penod 15518 15014

The accompanying notes form an integral part of the financial statements
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BALANCE SHEET

As at 3| October 2010 As at 31 October 2009

Notes £'000 £'000 £'000 £'000
Fixed asset investments* 10 10,465 4,370
Current assets

Debtors b 588 96
Money market securities and other deposits* 12 4,457 10,069
Cash at bank 6l 573
5,106 10,738
Creditors amounts falling due within one year 13 (53) (94)

Net current assets 5053 10,644

Net assets 155i8 15014
Called up equrty share capital 4 1,635 1,562
Share premium 5 574 -
Special distnbutable reserve ) 3,040 13,196
Capital reserve — (losses) on disposals 3 (773) (407)
— holding gains IS 1,050 583
Revenue reserve 15 (8) 80

Total equity shareholders' funds 15518 15014

Net asset value per share 9 949p 96 1p

*Hekd at far value through profit and loss

The statements were approved by the Directors and authonised for 1ssue on 10 February 2011 and are signed
on their behalf by

John Hustler

Chairman

Company No 6397765

The accompanying notes form an integral part of the financial statements
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CASH FLOW S

EMEN

Year to Year to
3| October 2010 31 October 2009
Notes £000 £000
Net cash (outflow)/inflow from operating activities (833) 6
Financial investment.
Purchase of fixed asset investments 10 (5,273) (3.054)
Management of funds
Purchase of current asset investments (2 (4,791) (2,146)
Sale of current asset Investments 12 9,894 546l
Dividends paid 7 {156) {155)
Financing
Issue of shares 647 -
{Decrease)/increase in cash resources at bank {512) 112

The accompanying notes form an integral part of the financial statemenits
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RECONCILIATION OF RETURN BEFORE TAXATION TO CASH

FLOW FROM OPERATING ACTIVITIES

Year to Year to

31 October 2010 31 October 2009

£'000 £000

Return on ordinary activities before tax 13 1,133
Loss on disposal of fixed asset investments - 315
Loss/(gain) on disposal of current asset investmenits 101 {45)
{Gam)floss on valuation of fixed asset nvestrments (822) 206
Loss/{gan) on valuation of current asset investments 408 (1676)
{Increase)/decrease in debtors (492) 66
(Decrease)/increase in creditors 41 7
{(Outflow)/inflow from operating activities (833) 6

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN

NET FUNDS

Year to Year to
31 October 2010 31 October 2009
£'000 £000
{Decrease)/increase In cash at bank (512) 112
Movement in cash equivalents (5,612) {1,594)
Opening net cash resources 10,642 12,124
Net funds at 31 October 4,518 10,642

Net funds at 31 October comprised.
Year to Year to
31 October 2010 31 October 2009
£'000 £000
Cash at bank 61 573
Bonds - 4,083
Maoney market funds 602 b124
OEICs 3.855 4862
Net funds at 31 October 4518 10,642

The accompanying notes form an integral part of the financial statements
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NOTES TO THE FINANCIAL
STATEMENTS

46

Principal Accounting Policies

Basis of accounting

The finanwal statements have been prepared under the historical cost convention, except for the
measurement at far value of certain financial instruments, and In accordance with UK Generally Accepted
Accounting Practice (LUK GAAP), and the Statement of Recommended Praciice (SORP) ‘Financial Statements
of Investment Trust Companies' (revised 2009)

The principal accounting policies have remaned unchanged from those set out in the Company's 2009
Annual Report and financial statements A summary of the principal accounting policies 1s set out below

The Company presents its income statement in a three column format to give shareholders additional detall
of the performance of the Company, spiit between items of a revenue or capital nature

The preparation of the financial statements requires Management to make judgements and estimates that
affect the application of policies and reported amounts of assets, liabilities, ncome and expenses Estimates
and assumptions mainly relate to the far valuation of the fixed asset investments particularly unquoted
investments Estimates are based on historical experience and other assumptions that are considered
reasonable under the crcumstances The estimates and the assumptions are under continuous review with
particular attention pard to the carrying value of the investments

Caprtal valuation policies are those that are most important to the depiction of the Company's financial
position and that require the apphication of subjective and complex judgements, often as a result of the need
to make estimates about the effects of matters that are inherently uncertain and may change in subsequent
pericds The critical accounting policies that are declared will not necessarily resutt in material changes to the
financial statements in any given period but rather contain a potential for materal change The main
accounting and valuation policies used by the Company are disclosed below Whilst not all of the significant
accounting policies require subjective or complex judgements, the Company considers that the following
accounting policies should be considered critical

The Company has designated all fixed asset investments as being held at fair value through profit and loss,
therefore all gains and losses arising from investments held are attributable to financial assets held at far value
through profit and loss Accordingly, all interest income, fee income, expenses and investment gains and losses
are attributable to assets designated as being at far value through profit or loss

Current asset investrments comprising money market funds and deposits are held for trading and are
therefore automatically classfied as far value through profit or loss

Investments are regularly reviewed to ensure that the fair values are appropriately stated Quoted
investments are valued in accordance with the bid-price on the relevant date, unquoted investments are
valued in accordance with current IPEVC valuation guidelines, although this does rely on subjective estimates
such as appropriate sector earnings multiples, forecast results of iInvestee companies, asset values of subsidiary
companies and liquidity or marketability of the investments held

Although the Company believes that the assumptions concerning the business environment and estimate of
future cash flows are appropniate, changes in estimates and assumptions could require changes In the stated
values This could lead to additional changes in fair value in the future
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| Principal Accounting Policies (continued)
Investments
Purchases and sales of investiments are recognised in the financial statements at the date of the transaction
(trade date)

These investments will be managed and therr performance evaluated on a farr value basis In accordance with
a documented investment strategy and information about them has to be provided internally on that basis t¢
the Board Accordingly, as permitted by FRS 26, the investments will be designated as far value through profit
and loss (FVTPL) on the basis that they qualify as a group of assets managed, and whose performance 1s
evaluated, on a far value basis in accordance with 2 documented investment sirategy The Company's
nvestrments are measured at subsequent reporting dates at far value

In the case of nvestments quoted on a recognised stock exchange, fair value s established by reference to
the closing bid price on the relevant date or the last traded price, depending upon convention of the
exchange on which the investment i1s quoted This 1s consistent with the IPEVC valuation guidelines

In the case of unquoted Investments, fair value s established by using measures of value such as the price of
recent transactions, earnings multiple and net assets This 1s consistent with IPEVC valuation guidelines

Gans and losses ansing from changes in far value of investments are recognised as part of the capital return
within the iIncome statement and allocated to the caprtal reserve — holding gains/(losses)

In the preparatton of the valuations of assets the Directors are required to make judgements and estimates
that are reasonable and incorporate therr knowledge of the performance of the investee companies

Current asset Investments

Current asset investments comprise money market funds, bonds and OEICs and are designated as FVTPL
Gains and losses arising from changes in far value of investments are recognised as part of the caprtal return
within the Income Statement and allocated tc the capital reserve — gains/(losses) on disposal

The current asset investments are all nvested with the Company’s cash manager and are readily convertible
into cash at the choice of the Company The current asset investments are held for trading, are actively
managed and the performance 1s evaluated on a far value basis in accordance with 2 documented
trvestment strategy Information about them has to be provided internally on that basis to the Board

Income
Investment income Includes interest earned on bank balances and money market securities and includes
income tax withheld at source Dividend income 1s shown net of any related tax credrt.

Dwidends receivable are brought inte account when the Company's nght 1o receive payment is established
and there is no reasonable doubt that payment will be recerved Fixed returns on debt and money market
securtties are recognised on a time apportionment basis so as to reflect the effective yeld, prowded there 15
no reasonable doubt that payment will be recerved in due course

Expenses

All expenses are accounted for on an accruals basis Expenses are charged wholly to revenue with the
exception of the investment management fee, which has been charged 25% to the revenue account and 75%
to the capttal reserve to reflect, in the Directors’ opinion, the expected long-term split of returns in the form
of income and capital gains respectively from the investment portfolio
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NOTES TO THE FINANCIAL
STATEMENTS (continued)

48

Principal Accounting Policies (continued)

The transaction costs incurred when purchasing or selling assets are wnitten off to the income statement in
the penod that they occur

Revenue and capital
The revenue column of the income statement includes all income and revenue expenses of the Company
The capital column includes gains and losses on disposal and holding gans and losses on investments Gains

and losses ansing from changes in far value of investments are recognised as part of the capital return within
the income staternent

Taxation

Corporation tax payable 1s applied to profits chargeable to corporation tax, if any, at the current rate The tax
effect of different items of mcome/gain and expenditurefioss Is allocated between caprtal and revenue return
on the “marginal” basis as recommended in the SORP

Deferred tax is recognised on an undiscounted basis in respect of all trming differences that have originated
but not reversed at the balance sheet date or where transactions or events have occurred at that date that
will result in an obligation to pay more, or a nght to pay less tax This s with the exception that deferred tax
assets are recognised only to the extent that the Directors consider that it 1s mare likely than not that there
will be surtable taxable profits from which the future reversal of the undertying timing differences can be
deducted

Cash and hquid resources

Cash, for the purposes of the cash flow statement, comprises cash in hand and deposits repayable on
demand, less overdrafts payable on demand Liquid resources are current asset investments which are
disposable without curtailing or disrupting the business and are erther readly convertible into known
amounts of cash at or close to ther carrying values or traded in an active market Liquid resources comprise
term deposits of less than one year (other than cash), government securities, investment grade bends and
investments In money market managed funds, as well as OEICs

Loans and receivables

The Company’s loans and recewvables are intially recognised at fair value and subsequently measured at
amortised cost using the effective interest method

Financing strategy and capital structure

FRS 29 ‘Financial Instruments Disclosures' comprises disclosures relating to financial instruments

We define capital as shareholders' funds and our financial strategy in the medwum term 1s to manage a level
of cash that balances the risks of the business with optimising the return on equity The Company currently
has no borrowings nor does It anticipate that it will drawdown any borrowing facilities in the future to fund
the acquisiion of investments

The Company does not have any externally imposed capital requirements

Financial instruments

During the course of the year, the Company held non-current asset investmenis, shares in OEICs {open
ended investment companies), money market funds and cash deposits The Company holds financial assets

that compnse investments 1n unquoted companies and qualifying loans The carrying value for all financial
assets and labifities 1s fair value
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Principal Accounting Policies (continued)

Dividends

Dwidends payable are recognised as distributions in the financial staternents when the Company's hability to
make payment has been established This hability 15 established for interim dividends when they are paid, and
for final dvidends when they are approved by the shareholders

Income

Year to Year to
31 October 2010 31 October 2009
£000 £000
Money market funds & OEICs 3l 31
Bond interest recevable 42 118
Loan note interest recevable 107 8
180 437

Investment Management Fees

Year to 31 October 2010 Year to 31 Cctober 2009

Revenue Caputal Total  Revenue Capital Total
£'000 £'000 £'000 £000 £'000 £'000
Investment management fee 70 212 282 73 208 28|

For the purposes of the revenue and capnal columns in the Income statement, the management fee has
been allocated 25% to revenue and 75% to capital, n line with the Board's expected long-term return in the
form of income and capital gans respectively from the Company's investment portfolio

Octopus provides investment management and accounting and administration services to the Company
under a management agreement This agreement runs for a penod of five years with effect from

2 November 2007 and may be terminated at any time thereafter by not less than 12 months' notice given by
erther party No compensation 1s payable in the event of terminating the agreement by erther party, if the
required notice period I1s given The fee payable, should insufficient notice be given, will be equal to the fee
that would have been paid should continuous service be provided, or the required notice period was given
The basis upen which the management fee is calculated 1s disclosed within note 19 to the financal
statements
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NOTES TO THE FINANCIAL
STATEMENTS (continued)

4  Other Expenses

Year to Year to

31 October 2010 31 October 2009

£000 £000

Directars’ remuneration i3 33
Fees payable to the Company's audrtor for the audit

of the financal statements 9 9

Fees payable to the Company's auditor for

other services — tax compliance 2 2

Legal and professional expenses 3 I

Accounting and administration services 46 46

Trail commussion 25 78

Other expenses 80 54

198 223

Total annual running costs are capped at 3 2% of net assets (excluding irrecoverable VAT) For the year to
31 October 2010 the running costs, as defined in the prospectus, were 2 9% of net assets (2009 2 7%)

5 Directors’ Remuneration

Year to Year to
31 October 2010 31 October 2009
£'000 £000

Drirectors' emoluments
John Hustler (Chairman) 15 I5
Mark Faulker 10 10
Matt Cooper 8 8
33 33

None of the Directors received any other remuneration from the Company during the year The Company
has no employees other than non-executive Directors The average number of non-executive Directors 1n

the year was three (2009 three)
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Tax on Ordinary Actvities
The corporation tax charge for the period was £nil (2009 £nif)

Factors affecting the tax charge for the current year

The current tax charge for the penod differs from the standard rate of corporatton tax in the UK of 28%
(2009 28%)

The differences are explained below

Current tax reconciliation

Year to Year to

31 October 2010 31 October 2009

£'000 £000

Return on ordinary activities before tax 13 1,133
Current tax at 28% (2009 28%) 4 318
Income not taxable for tax purposes 54 (366)
Unrelieved tax losses 50 48

Total current tax charge - —

Excess management charges of £564,000 (2009 £241,000) have been carried forward at 31 October 2010
and are avalable for offset against future taxable income subject to agreement with HMRC The Cormpany
has not recognised the deferred tax asset of £158,000 (2009 £67,000) in respect of these excess
management charges

Approved VCTs are exempt from tax on capital gains within the Company Since the Directors intend that
the Company will continue to conduct 1ts affairs so as to maintain its approval as a VCT, no current deferred
tax has been provided in respect of any caprtal gains or losses arsing on the revaluatton or disposal of
investments

51




Octopus Titan VCT 2 ple | Annual Report | 2010

NOTES TO THE FINANCIAL
STATEMENTS (continued)

7

52

Dividends
Year to Year to
31 October 2010 3| October 2009
£'000 £'000
Recognised as distributions in the financial statements for
the period
Previous year's final dividend 78 78
Current period's interm dmdend 78 77
156 155
Paid and proposed in respect of the period
Interim dividend paid ~ O 5p per share (2009 G 5Sp per share) 78 78
Proposed final dividend — 0 75p per share (2009 0 5p per share) 123 78
201 156

The final dividend of 075p per share for the year ended 31 October 2010, subject to shareholder approval
at the Annual General Meeting, will be paid on 8 April 201 | to those shareholders on the register on
[l March 201 |

Earnings per Share
The total, revenue and caprtal earmings per share I1s based on 15,790,677 (3} October 2009 15,616,881)
ordinary shares, being the weighted average number of ordinary shares in 1ssue during the year

There are no potentally dilutive capital instruments in 1ssue and, therefore no diluted return per share figures
are relevant. The basic and diluted earnings per share are therefore identical

Net Asset Value per Share
The calculation of NAV per share as at 31 October 2010 1s based on 16,354,502 (31 October 2009
15,616,881) ordinary shares in 1ssue at that date
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10 Fixed Asset Investments

Effective from | November 2009, the Company adopted the amendment to FRS 29 regarding financial
Instruments that are measured in the balance sheet at fair value, this requires disclosure of far value
measurements by level of the following far value measurement hierarchy

Level | quoted prices in active markets for identical assets and habilities The far value of financial mstruments
traded in active markets i1s based on quoted market prices at the balance sheet date A market 1s regarded as
active if quoted prices are readlly and regularly avalable, and those prices represent actual and regularly
occurring market transactions on an arm's length basis The quoted market price used for financial assets held
1s the current bid price These instruments are included in level | and comprise AlM-listed investments
classified as held at far value through profit or loss

Level 2 the far value of financial instruments that are not traded in an active market 15 determined by using
valuation techniques These valuation techniques maxirmise the use of observable data where 1t 1s available
and rely as Iittle as possible on entrty-specific estimates If all significant inputs required to fair value an
instrument are observable, the instrument i1s included in level 2 The Company held no such investment in
the current or prior year

Level 3 the fair value of financial instrumenits that are not traded in an active market (for example
investments in unquoted companies) s determined by using valuation techniques such as earnings multiples If
one or more of the significant inputs 1s not based on observable market data, the instrument 1s included In
level 3

There has been one transfer between these classifications in the year (2009 nene) The change in fair value
for the current and previous year 1s recognised through the income statement.

All tems held at far value through profit or loss were designated as such upon inttial recognition Movements
In investments at fair value through profit or loss during the year to 31 October 2010 are summarised below
and in note 12
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NOTES TO
STA

10 Fixed Asset Investments (continued)

54

HE FINANCIAL
'EMENTS (continued)

Level | AIM-gquoted mvesiments Level 3 Unquoted imvestments Total
nvestments
Equrty Loan Equity Loan
£000 £000 £000 £000 £000
Valuation and net book amount.
Book cost as at | November 2009 - - 3,566 1,215 4,781
Curmulative revaluation - - (4 - (41
Valuation at | November 2009 - - 3,155 1.215 4,370
Movement 1n the year
Purchases at cost - 5273 — 5273
Transfer between levels 68 382 (68) (382) -
Loan converted to equity - - 365 {365) -
Revaluation in year %) 807 22 822
Valuation at 31 October 2010 6l 382 9,532 490 10,465
Book cost at 31 Qctober 2010 68 382 9,137 468 10,055
Revaluation to 31 October 2010 {7) - 395 22 410
Valuation at 31 October 2010 61 382 9,532 450 10,465

Level 3 valuations include assumptions based on non-observable market data, such as discounts applied
erther to reflect far value of financial assets held at the price of recent investment, or, In the case of unquoted
Investments, to adjust earnings muttiples Further details in respect of the methods of assumptions applied in
determining the fair value of the investrnents are disclosed in the Investrment Manager's Review and within
the principal accounting palices in note | The sensitivity of these valuations to a reasonable possible change

n such assumptions 1s given In note 16

At 3| October 2010 and 31 October 2009, there were no commitments n respect of investments not yet

completed
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Debtors
31 October 2010 31 October 2009
£000 £000
Prepayments 13 9
Accrued income 575 88
588 97

Current Asset Investments

Current asset investments at 31 October 2010 comprised bonds, money market funds and OEICs

£000 £000
Valuation and net book amount.
Book cost as | November 2009
— Bonds 3930
— Money Market Funds L120
— QFEICs 3542
8,592
Revaluation as at | November 2009
— Bonds 153
— Money Market Funds 4
— QEICs 1,320
1,477
Valuation as at | November 2009 10,069
Purchase at cost
— Money Market Funds 4791
4,791
Disposal proceeds
— Bonds (4,083)
— Money Market Funds (5311}
— OEICs (500)
{9.894)
Loss in year on realisation of investments
- OFEICs (101)
(101)
Revaluation in the year
- OEICs (408)
(408)
4,457
Book cost as 31 October 2010
— Money Market Funds 602
- QFICs 3215
3817
Revaluation as at 31 October 2010
~ OFEICs 640
640

Valuation as at 31 October 2010

4,457
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NOTES TO THE FINANCIAL
STATEMENTS (continued)

12

14

56

Current Asset Investments (continued)
All current asset investments held at the year end sit within level | hierarchy for the purposes of FRS 29
Level | money market funds Level | valuations are based on quoted prices (unadjusted) in active markets
for identical assets or habilities The valuation of money market funds at 31 October 2010 was £4,457,000
(2009 £10,069.000)
Creditors. Amounts Falling Due Within One Year

31 October 2010 31 October 2009

£'000 £'000
Accruals 53 94
Share Capital
31 October 2010 31 October 2009
£'000 £000
Authorised
50,000,000 ordinary shares of 10p 5,000 5,000
Allotted and fully pad up
| 6,354,502 ordinary shares of |0p 1,635 1,562

The capital of the Company 1s managed In accordance with its investment policy with a view to the
achieverment of its Investment objective as set on page 22 The Company is not subject to any externally
imposed caprtal requirements

The Company ssued 737,621 ordinary shares at a weighted average price of 92 9p per share dunng the
penod The total nominal value of the shares 1ssued was £73,762 representing 4 5% of the 1ssued share
capital
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I5 Reserves
Caprtal Capital
Specal reserve reserve
Share distributable gains/(losses) holdng  Revenue
Premium reserve on disposal gains/{losses) reserve Total
£000 £000 £000 £000 £000 £000

As at | November 2009 - 13,196 (407) 583 BO 13,452
Return on ordinary activities
after tax - - - - (88) {88)
Management fees allocated as
caprtal expenditure - - (212) - - (212)
Issue of equity® 574 - - - - 574
Current period losses on
disposal - - (1on - - (on
Prior period holding loss
on disposal - - (53) 53 - -
Current period gains/losses
on revaluation - - - 414 - 414
Dwidends paid - (156) - - - {156}
Balance as at
31 Cctober 2010 574 13,040 (773) 1,050 (8) 13,883

*net of Offer costs

When the Company revalues rts investments during the year, any gains or losses arising are credited/charged
to the income statement Unreahsed gainsfAosses are then transferred to the ‘capital reserve — holding
gains/(losses)” When an investment 1s sold, any balance held on the ‘caprtal reserve — holding gains/(losses)’ 1s
transferred to the 'capitat reserve — gains/(losses) on disposal' as a movement in reserves

The purpose of the special distributable reserve was to create a reserve which will be capable of being used
by the Company to pay dividends and for the purpose of making repurchases of its own shares in the
market with a view to narrowing the discount to net asset value at which the Company’s ordinary shares
trade In the event that the revenue reserve and caprtal reserve gains/(losses) on disposals do not have
sufficient funds to pay dmdends, these will be paid from the special distributable reserve
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The Company's financial instruments comprise equity and fixed interest investments, cash balances and hquid
resources Including debtors and creditors The Company holds financial assets in accordance wath its
investment pohicy of investing mainty in a portfolio of VCT qualifying unquoted securities whilst holding a
proportion of its assets in cash or near-cash investments in order to provide a reserve of iquidity
Classification of financial instruments

Titan 2 held the following categories of financial instruments, all of which are included in the balance sheet at
far value, at 31 QOctober 2010

3| October 2010 31 October 2009

£000 £000
Assets at far value through profit or ioss
Investments 10,465 4,370
Current asset investments 4,457 10,069
Total 14,922 14,439
Loans and recewvables
Cash at bank 6l 573
Accrued Income 575 88
Total 636 661
Liabilities at amortised cost
Accruals and other credrtors 53 94
Total 53 94

Fixed asset investments (see note |10) are valued at far value Unquoted investments are carried at fair value
as determined by the Directors in accordance with current venture capital industry guidelines The farr value
of all other financial assets and liabilities 1s represented by their carrying value in the balance sheet The
Directors believe that the fair value of the assets beld at the period-end is equal to therr book value

In carrying on its investment activities, the Company 15 exposed to vanious types of risk associated with the
financial instruments and markets in which it invests The most significant types of financial nisk facing the
Company are price risk, interest rate risk, credrt nisk and liquidity nsk. The Company's approach to managing
these nisks 1s set out below together with a description of the nature and amount of the financal instruments
held at the balance sheet date

Market risk

The Company's strategy for managing investment risk 1s determined with regard to the Company's
nvestment objective, as outhined on page 22 The management of market risk 1s part of the investment
management process and is a central feature of venture capital investment The Company’s portfolio is
managed In accordance with the policies and procedures described in the Corporate Governance statement
on pages 29 to 33, having regard to the possible eflects of adverse price movements, with the objective of
maximising overall returns to shareholders Investments in unquoted companies, by their nature, usually
involve a higher degree of risk than investments in companies quoted on a recognised stock exchange,
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16 Financial Instruments and Risk Management {continued)

though the nsk can be mrtigated to a certain extent by diversifying the portfolio across business sectors and
asset classes The overall disposition of the Company's assets 1s regularly monitored by the Board

Details of the Company's investment portfolio at the balance sheet date are set out on page 10to 17 An
analysis of investments between debt and equity instruments 1s given in note 10

67 4% (2009 29 2%) by value of the Company’s net assets comprises investments in unquoted companies
held at fair value The valuation methods used by the Company include the application of a pricefearnings
ratio derived from listed cormpanies with similar charactenstics, and consequently the value of the unquoted
element of the portfolio can be indirectly affected by price movements on the London Stock Exchange A
0% overall increase in the valuation of the unquoted nvestments at 31 October 2010 would have increased
net assets and the total return for the year by £1,046,500 (2009 £437,000) an equivalent change in the
opposite direction would have reduced net assets and the total return for the year by the same amount

28 7% (2009 67 3%) by value of the Company’s net assets comprises of OEICs and Money Market Securtties
held at fair value A 10% overall increase in the valuation of the OFE!Cs and Money Market Securities at

31 October 2010 would have increased net assets and the total return for the year by £445,700 (2009
£1,007,000) an equivalent change in the opposite direction would have reduced net assets and the total
return for the year by the sarme amount

Interest rate risk

Some of the Company’s financial assets are interest-bearing, of which some are at fixed rates and some
variable As a result, the Company 1s exposed to fair value interest rate risk due to fluctuations in the
prevailing levels of market interest rates

Fixed rate

The table below summanses weighted average effective interest rates for the fixed interest-bearing financial
INstruments

As at 3| October 2010 As at 31 October 2009
Weighted Weighted
average average
Total Weighted  time for Total  Weighted time for
fixed rate average whch rate  fixed rate average which rate
portfolio by interest  1s fixed in portfolio by interest s fixed i
value £000 rate % years value £'000 rate % years
Listed fixed-interest
Investments - N/A N/A 2,483 490% 06
Fixed-rate investments in
unquoted companies 382 12% 35 987 1060% 35
382 3470

Due to the relatively short period to maturity of the fixed rate investments held within the portfolio, it 1s
considered that an increase or decrease of 1% in interest rates as at the reporting date would not have had
a significant effect on the Company's net assets or total return for the year
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Floating rate

The Company's floating rate investments comprise cash held on interest-bearing deposit accounts, libor rate
on one loan note and, where appropnate, within interest bearing money market securities The benchmark
rate which determines the rate of interest recewvable on such investrments 1s the bank base rate, which was

05% at 31 October 2010 The amounts held in floating rate investments at the balance sheet date were as
follows

31 October 2010 31 October 2009

£000 £000

Floating rate notes - i.599
Floating-rate investments In unquoted companies 315 315
Cash on deposit & money market funds 663 2,229
978 4,143

A 1% increase in the base rate would increase income recevable from these investrments and the total
return for the year by £10,000 (2009 £41,000)

Credit rnisk

There were no significant concentrations of credit risk to counterparties at 31 October 2010 By cost, no
indmvidual investment exceeded | | 4% (2009 109%) of the Company's net assets at 31 October 2010

Credit nsk 1s the risk that a counterparty to a financial instrument will fail to discharge an obligatron or
comrrutrment that it has entered into with the Company The Investment Manager and the Board carry out a
regular review of counterparty nsk The carrying values of financial assets represent the maximum credit nisk
exposure at the balance sheet date

At 31 October 2010 the Company's financial assets exposed to credtt risk comprised the following

31 October 2010 31 October 2009

£000 £000
investments in fixed interest instruments - 2483
Investments in floating rate instruments - | 599
Cash on deposit & money market funds 663 2,229
Fixed rate investments in unquoted companies g2 987
Accrued dividends and interest recevable 75 89

1,130 7,387

Credit risk relating to listed money market securtties 1s mitigated by investing in a portfolio of investment
instruments of high credit quality, comprising securities 1ssued by the UK Government and major UK
companies and institutions Credit nsk relating to loans to and preference shares in unquoted companies Is
considered to be part of market risk
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Those assets of the Company which are traded on recognised stock exchanges are held on the Company's
behalf by third party custodians (Goldman Sachs International in the case of listed money market securities
and Caprta Financial in the case of quoted equity securities) Bankruptcy or insolvency of a custodian could
cause the Company's nghts with respect to securtties held by the custodian to be delayed or limited

Credrt nsk arising on the sale of investments 15 considered to be small due to the short settlement and the
contracted agreements in place with the settiement lawyers

The Company's interest-bearing deposit and current accounts are mantained with HSBC Bank plc

Liquidity risk

The Company's financial assets include investments in unquoted equity securties which are not traded on a
recognised stock exchange and which generally may be iliquid They also include investments in AlM-quoted
companes, which, by their nature, involve a higher degree of nsk than investments on the main market As a
result, the Company may not be able to realise some of rts investments in these instruments quickly at an
amount close to their far value in order to meet rts liquidity requirements, or to respond to specific events
such as detenoratton in the creditworthiness of any particular issuer

The Company's listed money market securittes are considered to be readily realisable as they are of high
credit qualrty as outhned above

The Company's liquidrty risk 1s managed on a continuing basis by the Investment Manager in accordance with
policies and procedures laid down by the Board The Company's overall hquidity risks are monitored on a
quarterly basis by the Board

The Company maintains sufficient investments in cash and readily realisable securtties to pay accounts
payable and accrued expenses At 31 October 2010 these investments were valued at £4,500,000
(2009 £10,600,000)

Post Balance Sheet Events
The foltowing events occurred between the balance sheet date and the signing of these financial statements

*  On 5 November 2010 a further £12,500 was nwvested into Skills Market Limited

»  On 30 November 2010 a further £6,000 was invested into Skills Market Limrited

*  On 7 December 2010 a new investment of £367,000 was made into Diverse Energy Limited
*  On 9 December 2010 a further £307,000 was nvested into Zoopla Limited

= On 27 January 2011 afurther £116,667 was invested into Money Workout Limrited

*  On 4 February 2011 a further £16,667 was invested into Money Workout Limited

Contingencies, Guarantees and Financial Commitments

Provided that an intermedhary continues to act for a shareholder and the shareholder continues to be the
beneficial owner of the shares, ntermedianes will be pad an annual trall commission of 0 5% of the inmial net
asset value Trail commission of £25,000 was paid during the year (2009 £78,000) and there was £nil
outstanding at the year end

There were no other contingencies, guarantees or financial commitments as at 31 October 2010

6l



Octopus Titan VCT 2 ple | Annual Report | 2010

NOTES TO THE FINANCIAL
STATEMENTS (continued)

|9 Related Party Transactions

Octopus Titan VCT 2 ple has employed Octopus Investments Limited throughout the year as the Investment
Manager

Matt Cooper, a non-executive Director of Octopus Titan VCT 2 ple, 15 also Chairman of Octopus
Investments Octopus Titan VCT 2 plc has paid Octopus £282,000 (2009 £281,000) in the year as a
management fee and there 1s £nil outstanding at the balance sheet date The management fee 15 payable
quarterly in advance and I1s based on 2 0% of the net asset value calculated at annual intervals as at

31 October

Octopus Investments Limited also prowvides accounting, administrative and company secretanal services to
the Company, payable quarterly in advance for a fee of 03% of the net asset value calculated at annual
intervals as at 31 October During the year £46,000 (2005 £46,000) was paid to Octopus Investments
Limited and there 15 £rul outstanding at the balance sheet date, for the accounting and administrative
services

In addrion, Octopus 1s entitled to performance retated incentive fees The incentive fees are designed to
ensure that there are significant tax-free dividend payments made to Shareholders as well as strong
performance in terms of capital and income growth, before any performance related incentive fee payment 1s
made Therefare, only If by the end of a financial year (commencing no earlier than close of the 2011 financial
year), declared distnbutions per Share have reached 40p in aggregate and If the Performance Value at that
date exceeds |130p per Share, a performance incentive fee equal to 20% of the excess of such Performance
Value over |00p per Share will be payable to Octopus

If, on a subsequent financial year end, the Performance Value of Octopus Titan VCT 2 ple falls short of the
Performance Value on the previous financial year end, no incentive fee will arise If, on a subsequent financial
year end, the performance exceeds the previous best Performance Value of Octopus Titan VCT 2 plc, the
Investment Manager will be entitled to 20% of such excess in aggregate

No performance fee has been recognised for the year ended 31 October 2010 on the basis that the
directors do not believe that the necessary criteria will be met In the foreseeable future, and therefore the
amount of any possible obligation i1s not material
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NOTICE OF ANNUAL GENERAL MEETING

Notice 1s hereby given that the Annual General Meeting of Octopus Titan VCT 2 plc will be held at
20 Old Bailey, London EC4M 7AN on 30 March 2011 at 230 pm for the following purposes

ORDINARY BUSIMNESS

L B N VS B ¥

To receve and adopt the financial statements for the year to 31 October 2010 and the Directors’ and
Auditor's Reports thereon

To approve a final dividend of 075 pence per share
To approve the Directors’ Remuneration Report
To re-elect Mark Fautkner as a Director

To re-appoint Grant Thornton UK LLP as auditor of the Company and to authorise the Directors to
determine their remuneration

SPECIAL BUSINESS

To consider and if thought fit, pass Resolution 6 as an Ordinary Resolution and Reselutions 7 and 8 as Special
Resolutions

6

AUTHORITY TO ALLOT RELEVANT SECURITIES

THAT the Directors be and are generally and unconditionally authonsed in accordance with s551 of the
Companies Act 2006 to exerase all the powers of the Company to allot shares in the Company up to a
maximum nominal amount of £163,545 (representing approximately 10% of the ordinary share capital in
Issue at today's date) such authority to expire at the later of the conclusion of the Company's next Annual
General Meeting following the passing of this Resolution and the expiry of |5 months from the passing of
the relevant Resolution (unless previously revoked, varied or extended by the Company in a general
meeting but so that such authority allows the Company to make offers or agreements before the expiry
thereof, which would or might require relevant securities to be allotted after the expiry of such authority)

EMPOWERMENT TO MAKE ALLOTMENTS OF EQUITY SECURITIES

TO empower the Directors pursuant to s571 of the Companies Act 2006 to allot or make offers or
agreements to allot equity securrties {as defined in s560(1) of the said Act) for cash pursuant to the
authority referred to in Resolution 6 as if s561 (1) of the said Act did not apply to any such allotments and
so that

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

{b) the power conferred by this Resolution shall enable the Company to make any offer or agreement
before the expiry of the said power which would or might require equity securtties to be allotted after
the expiry of the said power and the Directors may allot equity securtties In pursuance of such offer or
agreement notwithstanding the expiry of such power

And this power, unless previously varied, revoked or renewed, shall come to an end at the conclusion of the
next Annual General Meeting of the Company following the passing of this Resolution or; if earlier, on the
expiry of 15 months from the passing of this Resolution
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NOTICE OF ANNUAL GENERAL MEETING
(continued)

8. AUTHORITY TO MAKE MARKET PURCHASES

THAT the Company be and i1s hereby generally and unconditionally authorised to make market purchases
(within the meaning of 5693(4) of the Act) of ordinary shares of 10p each in the Company (‘ordinary
shares") prowided that

() the maximum number of ordinary shares so authonsed to be purchased shall not exceed 5% of the
present 1ssued ordinary share capital of the Company;

{b) the muinimum price which may be paid for an ordinary share shall be |0p,

{c) the maximum price, exclusive of expenses, which may be paid for an ordinary share 15 an amount equal
to 105% of the average of the middle market quotations for an ordinary share taken from the London
Stock Exchange Dailly Official List for the five business days immediately preceding the day on which
the ordinary share 15 contracted to be purchased,

{d) the authority conferred comes to an end at the conclusion of the next Annual General Meeting of the
Company or upon the expiry of 15 months from the passing of this Resolution, whichever 1s the later,
and

(e) that the Company may enter into a contract to purchase its ordinary shares under this authority prior
to the expiry of this authority which would or mught be completed wholly or partly after the expiry of
this authority

By Order of the Board 20 Old Baley
London

Ceha L Whitten FCIS
Company Secretary
10 February 201 |
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(continued)

NCTES

2)

b)

d)

13

A member entitled to attend and vote at the Annual General Meeting may appoint one or more proxies to
attend and vote on his or her behalf A proxy need not be a member

A form of proxy I1s enclosed which, to be effective, must be completed and delivered to the registrars of the
Company, Capita Registrars, (PXS), 34 Beckenham Road, Beckenham, Kent BR3 4TU so as to be received
by no later than 48 hours before the time the Annual General Meeting 1s scheduled to begin The
completion and return of the form of proxy will not affect the nght of a member to attend and vote at the
Annual General Meeting

As an afternative to returning this hard-copy prosxy form by post, you can appoint a proxy by sending this
proxy form by fax to Octopus Investments Limited on 020 7657 3338 For the proxy appointment to be
valid, your appointment must be received by Octopus Investments Limited in such time as it can be
transmitted to the registrars of the Company so as to be received no later than 48 hours before the time
appointed for the meeting or any adjourned meeting, or in the case of a poll taken subsequent to the date
of the meeting or adjourned meeting, so as to be received no later than 24 hours before the time
appointed for taking the poll Capita Registrars will not be hable for any proxy forms rendered illegible by
means of fax transmission

Copies of the Directors’ Letters of Appointment and the Register of Directors' Interests in the ordinary
shares of the Company, kept in accordance with the Listing Rules, will be available for inspection at the
registered office of the Company during usual business hours on any weekday from the date of this notice
until the Annual General Meeting, and at the place of that meeting for at least |5 minutes prior to the
commencement of the meeting until its conclusion
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PROXY FORM

OCTOPUS TITAN VCT 2 PLC
Annual General Meeting — 30 March 201 | at 2.30 p.m.

We - . . o . e
(BLOCK CAPITALS PLEASE)
of . . - - - - - - - - R ., - e - -

being a member of Octopus Titan VCT 2 plc, hereby appoint the Chairman of the meeting or,
Name of Proxy - Number of Shares

as myfour proxy to vote for mefus on my/our behalf at the Annual General Meeting of the Company to be held on 30 March 2011, not:ce
of which was sent to shareholders with the Directors’ Report and the accounts for the year to 31 October 2010, and at any adjournment
thereof The proxy will vote as indicated below in respect of the resolutions set out 1n the notice of meeting

Prease indicate by ticking the box if this proxy appointment is one of mutuple appointments being made

For the appointment of more than one proxy, please refer to the explanatory note 4 overleaf

Resolution number FOR AGAINST WITHHELD

ORDINARY BUSINESS

| To recewe, consider and adopt the financial statements for the year ended 31 October 2010
To approve a final dwidend of 075 pence per share

2
3 To approve the Directors’' Remuneration Report
4 TJo re-elect Mark Faulkner as a Director

5

To re-appont Grant Thormton UK LLP as azuditor and auvthorise the Directors to
agree therr remuneration

SPECIAL BUSINESS

6 To authorise the Directors to allot shares under s551 of the Companies Act 2006
(Ordinary Resolution)

7 To disapply s56! of the Companies Act 2006 and allot shares on a non-nghts issue basis
(Special Rescluticn)

8 To authorise the Directors to make market purchases of its own shares (Special Resolution)

Signed - Dated - . “ 2010

If you are unable to attend the AGM and wish to pass on any cormments to the Board, please use the box below {NB Please provide a
telephone contact number)
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NOTES

I To be vald the proxy form must be recerved by the Registrars of Octopus Titan VCT 2 ple at Capita Registrars, (PXS), 34 Beckenharn Road, Beckenham, Kene BRI 4TU no
later than 48 hours before the commencement of the meeung. If delvenng by couner please use the fill address of Capita set out in the Notce

2 Where this form of proxy 15 executed by a corperation 1t must be erther under rts seal or under the hang of an officer or attormey duly authonsed

3 Every holder has the nght to appont some Gther person(s) of their chaie who need not be a shareholder as his proxy to exercse all or any of his nghts to attend speak
and vote on ther behalf at the meeting, If you wish to appaint a person other than the Chairman, please insert the name of your ¢hosen proxy holder in the space provided
If the praxy s being appointed in relation 1o less than your full voung entitlernent, please enter next to the proxy hoklers name the number of shares in relation to which
they are authonsed 1o act as your proxy If left blank your prosyy will be deemed to be authonised in respect of your full votng entittement {or if this prosgy form has been
1ssued in respect of a designated account for a sharehokier the full voung entrtement for that designated account)

4 To appoint more than one proxy you may photocopy this form Please indicate next to the proxy holders name the number of shares in relauon to which they are
authonised to act as your proxy Please also ndicate by ucking the box previded 1f the proxy instruction 1s one of multiple nstructions being given All formns must be signed
and should be retumed together in the same ervelope

5 The 'Vote Withheld aption 1s prowided to enable you to abstain on any particular resolution However it should be noted that a 'Vote Withheld 1s not a vote in law and wall
not be counted n the calculation of the properuon of the votes For and Against a resolution

6 If the proxy form is signed and retumed without any iIndication as to how the proxy shall vote the proxy will exerase hisher discretion as to whether and how hefshe votes

7 Pursuant to regulation 41 of the Uncertrficated Securities Regulauions 2001 entrtiement to attend and vote at the meeting and the number of votes which may be cast
thereat will be determined by reference to the Regster of Members of the Company at 600 pm. on the day which 1s two days before the day of the meeting or adjourned
meeting Changes to entnes on the Regster of Members after that time shall be disregarded in determining the rights of any person to attend and vote at the meetng

8  The address on the envelope contaning this natice 15 how your address appears on the Register of Members IF this nformation 1s ncorrect please ring the Registrar’s
helplne on 0871 664 0300 (calls cost [0p per minute plus network extras, lines are open 8 30 am - 530 pm Monday - Friday) to request a change of address form )

9 The completien and retumn of this form will not precude a member from attending the meeting and voung in person

PLEASE RETURN USING ADDRESSED ENVELOPE SUPPLIED




