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Financial Summary

MNet asset value at period end
before distributions

Net asset value after
distributions

Total return for the period

6 months ended

30 September 2004
(unaudited)

61.68p

61.68p

(0.50)p

6 months ended
30 September 2003
(unaudited)

60.37p

60.37p

Fad

B3p

Audited

Year ended

31 March 2004
62.18p

62.18p

5.65p
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Chairman’s Report

The results for the six months ended 30 September 2004 reflect the Board's expectations bearing in mind the
market conditions for smaller companies within the technology and telecommunications sectors. The
accounts for the period show a net loss of £43,000 (first half year loss 2003: £0,000). When taking into
account the realised and unrealised gains on both the listed and unlisted investments, there is an overall
negative return of £68,000 (2003: return of £521,000). The shareholders™ funds at 30 September were
£8.393 million representing 61.68p per share. This represents a reduction per share of 0.50p from the year
end position at 31 March 2004,

The six month period saw wvalues of smaller company shares, including the technology sector, fall
somewhat. As a result there was a decline in the value of our listed technology stocks. There was also a net
decline in the market value of our AIM holdings during the period, which comprises investments in five
companies. However, this was largelv compensated by an uplift in the unrealised value of qualifying
investments due to an upward valuztion of the investment in Sarantel Ltd. Owerall, there was a small
improvement of £61,000 in the unrealised value of the investments held during the period.

During the period we continued to examine investment opportunities and have increased investment in the
qualifying portfolio by some £178,000 as a result of follow-on financing of Vectura, Avidex and Sarantel.
We will continue to look at follow-on for our current investments where we feel this is appropriate.

The interim funding that Sarante] received was at an enhanced value to our original investment. and we have
therefore re-valued our holding in the company at a fair value 1o reflect this recent investment round. We are
pleased to see that Sarantel has been winning significant orders from key customers, both existing and new,
and at the same time, the company is in discussion with potential new investors with a view to significant
fund raising and/or admission to AINM.

During the period, Vectura Ltd gained admission to AIM, raising approximately £20m of new funds. We
were pleased to note that despite challenging market conditions at the time, Vectura was well received by
new institutions who took up the majority of the placing.

Over the next twelve months, marker conditions permitting, we intend to examine opportunities for exit
within some of the portfolio holdings, as we believe that realisations at attractive values may be a possibility.

We remain cautious with our investment policy both in regard to the qualifying investments and the listed
portfolio, both of which are managed by Cavendish Asset Management (“CAM"). As a result, we have only
made relatively small adjustments to the portfolios although we do review them on a regular basis, as well as
examining opportunities for additional qualifying investments, Our holding in gilts remains the largest part
of our non qualifving assets. We continue to monitor the qualifying investment position to ensure that all
the VCT investment criteria are met.

Your Board has now decided to proceed with the process of application to the Court to cancel the
Company’s share premium account. Accordingly, an Extraordinary General Meeting of shareholders has
been scheduled on 10 January 2005 in order to obtain sharcholder approval for this action, and a2 formal
notice of the meeting is enclosed. If approved by the Court and shareholders, the result of the cancellation
would be the creation of a special reserve. It would then be possible for the Company to buy-back its shares
in the market, which currently it is unable to do. Going forward, it would be the Board's policy to consider
the purchase of shares on an occasional basis. Specific transactions would be undertaken if they are
considered by the Board to be in the best intercsts of the Company and its shareholders, and in
circumstances where the Company’s ongoing liquidity requirements are being met.

Whilst remaining cautious we believe the outlook for technology related investment is generally stable with
prospects of improvement in some sectors. We continue to ensure that our gualifving investments are
monitored and supported, including working closely with a number of them, with a view to achieving growth
in value in due course.

Michael Teacher
CHAIRMAN
12 November 2004
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