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For help relating to dndend payments, shareholdings and share
certificates please contact Capita Registrars Limited

Tel 0871 664 0300 (calls cost 10p per minute plus network
extras, nes are opan 8 30 am - 5 20 pm, Mon-Fr)

Emall ssd@caprtaregistrars com

Website www capifaregistrars com

Shareholders can access holdings and valuation information
regarding any of ther shares held by Capta Registrars by
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Far enquines relating to the performance of the Fund, please
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Tel 020 7601 1850 {calls may be recorded, Iines are open
900 am - 5 30 pm, Mon-Fri}

Emal wnfo@ahion-ventures co uk

Website www albon-ventures co uk

Independent Financtal Advisers with questions, please contact
Albion Ventures LLP

Tel 020 7601 1850 (calls may be recorded, lines are open
900 am - 5 30 pm, Men-Fri}
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Investment policy

The Company 15 a Venture Capital Trust The new investment policy, approved by shareholders ai the General
Meeting held on 10 February 2011, 15 intended to produce a regular and predictable dradend strearm with an
appreciabon In capital value as set out below

* The Company intends to achieve its strategy by adopting an amended nwvestment palicy for new
investmants which over time will rebalance the portfoho such that approximatety 50 per cent of the
portfoho compnses an asset-based portfolio of lower nsk, ungeared businesses, principally operating in
the healthcare, environmental and leisure sectors (the “Asset-Based Portfolio™) The balance of the
portfolo, other than funds retained for hquidity purposes, will be invested in a portfoko of higher growth
businesses across a vanety of sectors of the UK sconomy These will range from lower nsk, income
producing businesses to a hmited number of tugher nsk technology companies (the “Growth Portiolio")

* In neither category would portfolio companies normally have any external borrowing with a charge
ranking ahead of the VCT Up to two thirds of qualifying investments by cost will compnse loan stock
secured with a first charge on the portfollo company s assets

*  Tha Company's investment portioho will thus be structured to provide a balance between income and
capital growth far the longer ierm The Asset-Based Portfolio 1s designed to provide stability and income
whiist stll maintairing the potential for capitat growth The Growth Portiolio s intended to provide highly
dwersified exposure through its portfohio of investments In unquoted UK companres

*  Funds held pending investment or for lquidity purposes wik be held as cash on deposit or in floating rate
notes or similar instruments with banks or other financial institutions with a Moody's rating of A’ or above

Financial calendar

Financial year end 31 December
Interim Report Gate 30 June
Announcement of interm results for the six months ended 30 June 2011 22 August 2011
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Financial highlights (unaudited)

Unaudited Unaudited Audited
six months ended six months ended year ended
30 June 30 June 31 December
201 2010 200
{pence per share) [pence per share) {pence per share)
Net asset value 211 300 236
Dividends
Dwidends paid during the penod 10 - 10
Cumutative dvidend paid to
30 June 2011 89 69 79
Total net asset value return™
To sharehotders of Kings Arms Yard
VCT 2 PLC
(formarly SPARK VCT 2 plc) 300 B9 315
Total net asset valkue retum
Inciuding tax benefits? 500 569 515
Total net asset value return to
former shareholders of
SPARK VCT 3 plc® 373 47 3 394
Total net asset vaiue return
including tax benefits® 573 67 3 594

Notes

1) Nar asset value plus curmutative dividend per share to ordinary sharehoiders in the Company since the launch of the
Company (then called Quester VCT 4 pkc) in November 2000

{2)  Asturm after 20 per cent income tax relef but excluding capial gans deferral
(3)  Total retum to onginal shareholders in SPARK VCT 3 pic launched in Decermnber 2001 (under the name Quester VCT 5
plc) which was merged with the Company {then cafiet Quester VCT 4 ple) in Novernber 2008 The share exchange rato

for former sharehoiders in SPARK VCT 3 pic was 14613 The total retum stated s applicable only to subscnbers of
shares n Quaster VCT 5 pic at the time of the launch of the Company it 2001-02 it does rot represent the retumn o

subsequant subscnbers or purchasers of shares
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Chairman’s statement

Overview

The intenm results for the six month penod to 30 June
2011 showed a negatve total return of 1 5 pence per
share, resuling In a net asset value per share of 21 1
pence per share The key acimies since the start of the
year, when the nvesiment management of your VCT
was transferred to Albion Ventures, have been the
further stabsation of our curent nvestments and the
start of the process towards establishing a lower nsk,
more dnersified portiolo To this end some £460,000
has been irvested n four existing iInvestes companes,
while partial exits amounting to £357.000 have been
achieved through the sale of the shares in the quoted
companies MediGene and Alergy Therapeutics In
addition, subsequent to the half year, £500,000 was
realised from the sale of Imagesound plc Meanwhila a
number of nwvestments are under way under your
company's new policy as described below

Investment performance and progress

Tha investment portfolio as a whole saw a decline n
value of £857,000 The two kay underperfonmers werg
Antenova, whose reduction in valuation stemmed from
a sham dechine in sector quoted trading muttiples, and
Xtera, where progress to profitability remains slower
than expected Oiher parts of the portfolio, however,
saw stronger progress n trading including UriSenvty
and, despite a cautious view on s valuation, Level
Four Softwane

Albion Veniures' programme of new investments has
now commenced Two lower nsk nvesiments in the
anvironmental and leisure sectors are currently
underway which will increase the revenue available to
the VCT Work 1s also in progress on a number of
higher growth opportunities, the first of which,
Abcodia, was completed gunng the first part of the
year This company, which 15 a joint investment with
Unversity College London, owns a hibrary of five milion
bio-marker sarmples for the use n development of new
drugs

Set out below 15 the cumrent distnbutions of assets by
sector as at 30 June 2011

Risks and uncertainties

The outlook for the UK and the global economies
continue to be the key nsk facing your company
Many of our investmenis operate in international
markets where the continuing concerns over debt
and currencies seem certain 1o have an effect on the
general business environment Nevertheless, a
number of our companies have strong positions In
resilient markets, while the process of rebalancing the
portfalio and an increase in lower nsk nvestments,
with no bank borrowings, 1$ continuing

Other nsks and uncenanties remain unchanged and
are as detaled on pages 18 and 19 of the Annual
Report and Financial Statements for the year ended
31 December 2010

Proposed merger with Kings Arms Yard VCT PLC
As announced on 16 May 201 t, it 15 proposed that
Kings Arms Yard 2 VCT PLC will merge with Kings
Arms Yard VCT PLC through a scheme of
reconstruction pursyant 1o section 110 of the
Insolvency Act 1986 The merger ratio will be based
upon the net asset value per share for the respective
companies as at 30 Juna 2011, adjusted for matenal
movemants 1IN the ne{ assets of each company
before the effective date and for ¢osts of merger This
will be subject to shareholder approval as detaled n
the Company's Cwcular and the Kings Arms Yard
VCT PLC Prospectus which will soon be dispatched
to Shareholders If the approprate resolutions are
passed, the Company will be placed in members’
voluniary ligudation and alf assets and labilities
transferred to Kings Arm Yard VCT PLC New shares
i Kings Arms Yard VCT PLC in exchange for your
current shareholding will be dispatched on 3 Octaber
2011 Based on the net asset values at 30 June
2011, you would receve approximately 1 3152 Kings

Kings Arms Yard VCT 2 PLC &
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Chairman’s statement contnued

Arms Yard VCT PLC shares for every share you
curmently now hold in the Company

Full detalls are to be found in the Company's Circular
and Kings Arms Yard VCT PLC Prospectus which will
soon be dispatched

Related party transactions

Detalls of matenal related party transactions for the
reporting penod can be found n note 10 of this Half
-yearly Financial Report

Results and dividends

Your Company recorded a negatre totat returnof 1 5
penca per share to the six months to 30 June 2011
compared to a negatwe total return of 1 penny per
share for the six months to 30 June 2010 and a
negative return of & 4 pance per share for the year 0
31 Decermnber 2010

Raobert Wnght
Chairman 22 August 2011
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Responsibility statement

The Dwectors, as Iisted on page 2 of this Report, are
responsible for prepanng the HaH-yearty Financal
Report The Diectors have chosen to prepare this
Half-yearty Financial Report for the Company in
accordance with United Kingdom Generally
Accepted Accounting Practice (‘UK GAAP™)

In prepanng these summansed financial statements
for the penod to 30 June 2011, we the Directors of
the Company, confirm thal to the best of our
knowledge

(8) the summansed set of financial statements has
been prepared N accordance wih the
pronouncement on intenm reporting 1ssued by
the Accounting Standards Board,

(b) the intenm management report ncludes a far
review of the information required by DTR
42 7R (ndication of important events dunng
the first six months and descnption of principal
nsks and uncertainties for the remainmg Six
months of the year),

(¢} the summansed set of financial stalements
gives a true and far view in accordancs with UK
GAAP of the assets, kabiites, financial position
and profit and loss of the Company for the six
manths ended 30 June 2011 and comply with
UK GAAP and Companies Act 2006 and,

{d) the intenm management report ncludes a far
review of the informaton required by DTR
4 28R (disclosure of related parties’
transactions and changes therain)

The accounting pohcies applied to the Half-yearly
Fnancial Report have been consistently applied in
current and prior penods and are those applied n the
Annual Report and Financial Statements for the year
ended 31 December 2010

This Halt-yearly Fwancial Report has not been
audited or reviewed by the Auditor

Robert Wnight

Chairman 22 August 2011

By order of the Board
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Portfolio of investments

The following 1s a summary of fixed asset investmentis as at 30 June 2011

Change in
value for
the six
Cumulative months to
Equrty % |[Accounting | movement 30 June
Equrty hetd by cost® in value Valuation 2011"™
% held AvVLM £'000 £'000 £'000 £'000
Unquoted investments
UniServity Limitad 287 492 1,692 610 2,302 (70)
Workshare Limited g5 113 2.946 {1,630) 1,316 a3
Onxford tmmunotec Limitad 78 78 2,937 {1,632 1,305 3
Elateral Holdings Limited 133 3.7 479 756 1,235 21
Level Four Software Holdings
Limited & 120 249 916 134 1,050 (180)
Cluster Seven Limited @ 58 148 B45 (195} 650 33
Xention Limited * 69 69 2,437 (1.829) 608 -
Haemostatix Limited 81 211 363 195 558 20
Imagesound pic ® 05 122 489 11 500 24
Celoxica Holdings plc 37 37 294 83 a7z {44)
Vivacta Limited 51 131 1,121 {r81) 340 {42}
Sift Limited ® 89 314 1,021 (767} 254 13
Perpetuurn Lirmited 4.4 114 582 (343} 238 {109}
Antenova Limied 70 123 1,718 {1,483} 235 (261}
Abcodia Limited 36 214 125 - 125 -
Xtera Communications inc 13 13 3,191 (3,106) 85 (3171)
We7 Limited 38 130 334 (288) 46 22)
Symetnca Limited 10 34 44 - a4 fic)]
Academia Networks Limited 17 58 44 - 44 -
Teraview Limited a8 96 1,064 (1,039) 25 1
Oxonica Limited 06 21 63 {60} 3 )
Skinkers Limited 12 52 353 (353) - (16)
Total unquoted investments 23,058 {11.,717) 11,341 {861}
Quoted investments
Allergy Therapeutics pic (AM) 06 09 376 (261} 115 47
Calldex Therapeutics Inc
{NASDAQY) 03 0s 1,234 {1,046} 188 {38)
Total quoted Investments 1,610 {1,307} 303 9
Total investments 24,668 {13,024} 11,644 [852)
Cash and other net assets 4,672
Net assets 16,316

(1)  Equity heid by Athion Ventures LLP managed compamnes
(2)  Amounts shown as accounting cost represent the acquistion cast in the case of invesiments ongnally mada by the
Company and/or the vakation attnbuted to the ivestments acquired from SPARK VCT 3 pic at the date of the merger
2008 plus any subsequent acquisibon costs as reduced mn certain cases by amounts wittan off as represanting an

mpasment in vake
(3) Includes Loan Stock

4) Xenton Limied was spiit into two separate companes s December 2010 and s presented as one ivestment in the
table above for companatve purpeses,

@) As adusted for additions and disposals dunng the penod
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Summary income statement

Unaudited Unaudited Audited
six months ended s menths ended year ended
30 June 2011 30 June 2010 31 December 2010

Revere | Capital Total | Revarue | Capital Total | Reverwe | Capual Total
Note £1000 £000 £'000 £000 £000 £'000 £ 000 £'000 £ 000

Losses on
valuation of
investments at
far value
through profi
and loss - {857) (857) - (1186)| {1166) - [5184) | (5184)
Profit cn
disposals of
investments at
far value
through profit
and loss - 40 40 - 748 748 - 770 770
lnvestment
ncome 3 40 - 40 26 - 26 62 - 62
Investment
management
fegs {242) - {242) {269} - {289 (345) - (345)
Other
expenses {163) - {163) {135} - (135) (269) - (269)

Loss on

ardinary
activities
before tax (365) (817} | (1.182) {308} (418) 1816} 552y | w418 | (2988
Tax on

odinary
actmties - - - - - - - - -

Loss on
ordinary
activities
after tax (365) 817) | (1.182) {398) [418) {B186) (652) | 4.414) | (4968)

Basic and
diuted
{loss)

per share
{pence) 5 ©5) (10 (L] 05 05) (0 o7 &7 64)

Comparative figures have been extracted from the unaudited Half-yearly Financial Report for the sx months
ended 30 June 2010 and the audited statutory accounts for the year ended 31 December 2010

The accompanying notes on pages 13 to 17 form an integral part of this Half-yearly Financial Report

The total column of this Summary Income statement represents the profit and toss account of the Company
The supplementary revenue and capital columns have been prepared in accordance with The Association of
tnvestment Companes’ Staternent of Recommended Practice All rovenue and capital tems in the above
statement denve from continuing operations The Company has only one class of business and derves iis
income from investments made n shares and secunties and from bank deposits

There are no recognised gans or losses other than the results for the penods disclosed above Accordingly a
Statement of total recogrised gans and losses I1s not required Tha difference between the reportad loss on
ordinary actvities before tax and the histoncal cost profit/floss} s due to the fair value movements on
investments As a result a note on histoncal cost profit and losses has not been prepared
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Summary balance sheet

Unaudited Unaudited Audited
30 June 30 June 31 December
201 2010 2010
Note £000 £ 000 £ 000
Fixed asset investments 11,644 15,976 12,267
Current assets
Trade and other debtors 239 1,250 377
Current asset nvestments 989 5,480 4,407
Cash at bank and in hand 8 3,544 724 1,325
4,772 7,454 6,109
Creditors amounts falling due
wrthin one year {100} (247) (118)
Net current assets 4,672 7,207 5,991
Net assets 16,316 23,183 18,258
Capital and reserves
Cafled-up share capital i} 774 773 773
Share premum 351 339 339
Capital redemption reserve 21 91 o1
Investment hakiing losses {13,022) {13,124} {16,899)
Merger reserve 12,615 12,615 12615
Special reserve 14,016 19,717 19,482
Profit and loss account 1,491 2,772 1,857
Total equity shareholders’ funds 16,316 23,183 18,258
Basic and diluted net asset value
per share (pence) 211 300 236

Comparatve figures have been extracted trom the unaudited Half-yearty Financial Report for the six menths
ended 30 June 2010 and the audted statutory accounts for the year ended 31 December 2010

The accompanying notes on pages 13 to 17 form an ntegral part of this Half-yearty Financial Report

These financial statements were approved by the Board of Directors, and authonsed for issue on 22 August

2011 and were signed on its behaif by

-

Robert Wrnight
Charman

Company number 4063505
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Summary reconciliation of movements in
shareholders’ funds

Caledup | Share| Capetal (investment Profit
share | premium [redemption | holding | Merger | Special | and loss
copital | account| reserve losses | reserve | resarve | account Total
E'000 £'000 £000 £9000 £000 000 £000 om0

1 January 2011 (audited) 773 339 01 [(16,899){ 12,615 18,482 | 1,857 (18,258
Realisaton of pnor years' net recognised
lossas on Investments - - -| 4734 - - 4734) -
Transfer from special reserve to profit and
loss account -~ - - - —| (5466)| 5466 -
Imvestment holding Jess on valuation of
Investments - - - (857 - - 857 -
issue of equity (net of costs) 1 12 - - - - - 13
Loss on ordinary actties after taxaton - - - - - —| (1 182)] (1 182)
Dnidends paxd - - - - - -l @73 @73
As at 30 June 2011 {unaudited) 74| 351 01 |[13,022)] 12,615 | 14,0161 1,491 [ 18,316
1 January 2010 (sudried) 775 339 89 (1296212615} 20056| 3,117 | 24,029
Shares purchased for canceltation 2) - 2 - - {30) - {30)
Realsation of pnor years net recognised
losses on nvestments - - -1 1004 - -1 {1004) -
Transfer from special reserve to profit and
loss account - - - - - {309) 309 -
investment holding ioss on valuaticn of
rvestments - - -1 (1 166 - -1 1,186 -
Lass on ordinary acinvities after taxation - - - - - -| B18]| {816)
Dradends paid - - - - - - - -
As at 30 June 2010 {unaudited) 773 339 91 [(13,124)| 12616 | 19,717| 2772123183
1 January 2010 [audrted) 775 339 89 ((12962)|12615| 20056 3 117 {24029
Shares purchased for canceltation 2 - 2 - - (30) - (30}
Realisation of pror years net recognsed
losses on mwestments - - - 1247 - -1 (1247 -
Fransfer from special reserve to profit and
loss account - - - - - (544 544 -
Investment holding loss on valuation of
investments - - -115184} - -] 5184 -
Loss on ordinary actabies after taxation - - - - - - | (4966} (4966
Dradends pard - - - - - -| @ w3
As at 31 December 2010 (audrted) 773 339 9 |16 899)| 12615 | 19,482 | 1857 |18 258

The total distnbutable reserves are £2,485 000 (30 June 2010 £9,365,000, 31 December 2010 £4,440,000},
compnsing the special reserve and the profit and loss account, less net Investment holdings losses
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Summary cash flow statement

Unatdited Unaudited
six SIX Audited
months ended maonths ended year ended
30 June 30 June 31 Decermber
201 2010 2010
Note £'000 £000 £ 000
Net cash flow from operating actwities 7 (257) {1,251} (650)
Taxation
UK corporation tax recenved/{paid) - - -
Financial investments
Purchase of fixed asset investments {607) (532) (854)
Purchase of current asset investments [(985) - -
Disposal of fixed asset mvestments N7 1,867 1,939
Disposal of current asset investments 4,412 209 1,282
Amounts recovered from investments
previously wntten off - 14 -
Net cash flow from investing
activities 3,237 1,558 2,367
Equity dividends paid (net of costs of
1ssuing shares under the Ddend
Reinvestment Scheme} {760) - (773)
Net cash flow before financing 2,220 307 944
Financing
Purchase of own shares - (30} (66}
Costs of 1ssue of share capital {1 - -
Net cash flow from financing {1} {30 (66)
Cash flow in the penod 8 2,219 277 B78

The accompanying notes on pages 13 to 17 form an integral part of this Half-yearly Financial Report
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Accounting convention

The Financkal Siatermenis have been prepared n
accordance with the hsstoncal cost convention, except
for the measurenent of {ar value of nvestrments, and n
accordance with applicable UK law and accounting
standards and with the Statement of Recommended
Practice Financial Statements of Investment Trust
Companies and Venture Capital Trusts’ {("SORP")
ssued by The Association of Investment Companies
(“AIC™) in January 2009 Accounting policies have been
apphed consistently n current and pnor pencds The
accounts are prepared on & gong concern basis

Accounting policies

Fixed asset investments

The Company's business Is mvesting i financal assets
with & view to profiting from their total return in the form
of ncome and capital growth This portfolio of financial
assets I1s managed and (ts performance gvaluated on a
farr value basis, n accordance with a documented
nvesiment pokey, and information about the porttolic 15
prowvided internally on that basis to the Board

Upan inial recogmtion (using trade date accounting)
investments arg designated by the Company as at far
value through profit or loss and are ncluded at therr
ntial far value wiuch is cost (excluding expenses
incidental to the acquisition which arg wntten off to the
profit and loss account)

Subsequently, the invesiments are valued at 'far value
which 1s measured as follows

. Ivestmants histed on recognised exchanges are
valued at ther tnd pnces at the end of the
accounting penod or otherwmse at far value
based on published pnce quotations

. Unquoted investments where there 15 not an
actve market are valued using an appropnata
valuation technique n accordance with the
Interrational Private Equity and Venture Capxdal
Valuation guidelines Indicaters of far value are
darved using established methodologies
ncluding earnngs mutiples  prces of recent
nvestment munds net assets and ndustry
valuation benchmarks Where the Company has
an investment in an early stage enterpnse the
pnce of a recent investment round s often the
most appropnate approach to determining far
value In stuatons where a penod of ne has
elapsed ance tha date of the most recens
transaction, consideration s given to the
arcumstances of the uvestes company since

Notes to the unaudited summarised financial statements
for the six months ended 30 June 2011

that date n determiring farr value  This includes
consideration of whether there 15 any evidence
of detenaration or strong definable evidence of
an mcrease in value In the absence of these
indicaters  the investment n question 15 valued
at the amount reparted at the previous reporting
date Examples of events or changes that could
indicate a diminuticn include

- the performance and/or prospects of the
underfying business are significantly below the
expectations on which the investment was
based

. a significant adverse change either in the
mvestee company’s business or 1 the
technological, market, economic, legal or
ragulatory emaronmernt in which the business
operates or

. market conditicns have detenorated which may
be indicated by a fall i the share pnces of
qucted businesses operatng n the same or
refated sectors

It 15 not the Company's policy fo exercise control o
sigruficant  influence over investee companies
Therefore n accordance with the exemptons under
FAS 9 “Assocates and Jowi Veniures®, those
undertakings in which the Company holds more than
20 percent  but less than 50 per cent , of the equity of
an investiment company and the investment company
15 nol a subsicary amy not regarded as associated
undertakings

Current asset investments

In accordance with FRS 28, units hetd i funds used for
cash management are designated as far value through
profit and kss These mvestments aro classfied as
current asset nvestments as they ara nvestments hold
for the short term and comparative classification in the
Balance sheet and Cash flow statements have been
represented accordingly

Gains and losses on Investments

Gains and losses ansing from changes in the far vale
of the investments ara included in the income
statement for the year as & Captal tem and are
allocated ta Investment holding losses

Investment income

Dwdends recewnvable on quoted equity shares are
racognised into account on the ex-dwdend date
Incoma recervable on unguoted equity and non equity

Kings Arm Yard VCT 2 PLC 13




shares and loan notes 15 recognised when the
Company's nght to recesve payment and expect
settlement 15 established Fixed returns on non eguity
shares and debt secunties are recognised on a tme
appartionment basis (including amortisation of any
premium or discount to redemption) so as t¢ reflect the
effective nterest rate, prowvided there 15 no reasonable
doubt that paymernt will be receved In due course
Income from fixed nterest secunties and deposit
nterest 1s ncluded on an effective interest rate basis

Expenses

All expenses Iincluding expenses ncidental to the
acquisthon or disposal of an investment, are accounted
for on an accruals basis and are charged whally to the
profit and loss account Costs assccrated with the
issue of shares are charged to the share premium
account Costs associated with tha buy back of shares
are charged tc the special reserve

All other expenses including management fees are
presented within the Revenue column of the Income
statement

Taxation

Corporation tax rs applied to profits chargeable to
corporation tax if any at the apphicable rate for the
penod The Company has not provided for deferred tax
on any capdal gans or lasses ansing on the revaluation
or disposal of nvesiments as these nems are not
subject te tax whilst the Company mantans its Venture
Capial Trust status  The Company intends 10 continue
to meet the conditions required for 1 to hold approved
Venture Capital Trust status for the foreseeable future
Deferred tax assets n respect of surplus management
expenses are only recognised to the extent that such
assets are lkely io be recoverable aganst future
taxable profits of the Company

Fareign exchange

The currency of the pnmary econcmic envircnment in
which the Company operates {the functional currency}
is pounds stering ("Stertng”} wtich 15 also the
presentational curency of the Company Transactions
irvohang currencies other than Sterling are recorded at
he exchange rate rulng on the transacbon date At
each Balance sheet date monetary gems and non-
monetary assets and kabiliies that am measured at far
value, which are denomenated in foregn cumencies, are
retranslated at the closing rates of exchange
Exchange differences ansing on settiement of monetary
itemns and from retransiating at the Batance sheet date
of investments and other financial Instruments

14 Kings Arm Yard VCT 2 PLC

Notes to the unaudited summarised financial statements
for the six months ended 30 June 2011 contnued

measured at tar value through profit or loss, and other
monetary tems am included n the Profit and loss
account Exchange differences relating to investments
and other financial mstruments measured at far vahue
are subsequently included in the transfer to the
investment holding losses

Dividends

Dwidends payable 1o equily shareholders are
recognesed when they are pawd, or have been approved
by shareholders at an Annual Generat Meeting




Notes to the unaudited summarised financial statements

for the six months ended 30 June 2011

3

continued
Investment Income
Unaudited Unaudited Audited
=ix months ended s months endled year ended
30 June 30 June 31 Cecember
2011 2010 2010
£'000 £'000 £'000
Income recegnised on investments held at
falr value through profit or loss
UK dnadend ncome - 1 1
Interest on listed fixed interest securities 1 - -
Interest on loans te venture capital Investee companies 12 16 3t
Other income - 8 23
13 25 55
Interest recognised on investments held at
amortised cost
Bank deposits 27 1 7
40 26 62
Dividends
Unaudited Unaudited Aucted
six months ended s months ended year ended
30 June 30 June 31 December
2011 2010 2010
£'000 000 £000
Intenm dividend of 1 penny per share paid on
24 Septermber 2010 in respect of the year ended
31 December 2010 - - 773
Final dmadlend of 1 penny per share paid on
24 June 2011 n respect of the year ended
31 December 2010 773 - -
773 - 773

Basic and diluted return per share

Return per share has been calculated on 77,311,310 Ordinary shares (30 June 2010 77 501 217, 31 December 2010
77,403,665) being the weighted average number of shares in 1ssue for the pencd
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Notes to the unaudited summarised financial statements
for the six months ended 30 June 2011 contnued

8 Share capital

Unaudned Unaudited Audited
30 June 30 June 31 Decarnber
2011 2010 2010
£'000 £ 000 £ 000
Authorised
10C 000 000 Ordinary shares of 1 penny each
{30 June 2010 and 31 December 2010 100 000 COC) 1,000 1000 1000
Allotted, issued and fully paid
77,367,856 Ordinary shares of 1 penny each
(30 June 2010 and 31 December 2010 77 309 035) 774 773 773

Bunng the pencd from 1 January to 30 June 2011 the Company 1ssued the foliowang New Ordinary shares of 1 penny
each under the terms of the Dvidend Reinvestrment Scheme Circular dated 18 Apnl 2011

Mid market

Unaudited price on

Issue pnce issue date
Number of {pence (pence Net proceeds
Date of allotment shares issued per share} per share}) £'000
24 June 2011 58,821 2260 g75 13

No shares were bought back for cancelation by the Company dunng the penod ended 30 June 2011 {30 June 2010 and

31 Decernber 2010 245,000 shares)

7 Reconciliation of loss on ondinary activibes before taxation to net cash flow from operating activibes

Unaudited Unaudited Audited

six months ended  sx months ended year ended

30 June 30 June 31 December

2011 2010 2010

£'000 £000 E'000

Loss on ordnary activities before tax 1,182) 818 (4 966}

Loss on investments at far value through profit or 10ss 817 418 4414

Decrease/increasa) in debtors 122 (O68) {121}

{Decrease)increase in creditors {14) 118 23

Net cash flow frorn operating actnities {257) {1,251) 650)
8 Analysis of change i cash during the pericd

Unaudited Unaudited Audited

six months endod  socmonths ended year ended

30 June 30 June 31 December

2011 2010 2010

£'000 £ 000 £'000

Crening cash balances 1,325 447 447

Net cash flow 2,219 217 878

Closing cash balances 3,544 724 1,325
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Post balance sheet events
Since 30 June 2011 the Company has completed the following matenal transaction
. Drsposal of imagesound pic for £500 000 n Juty 2011

Related party disclosures

The Manager Albon Ventures LLF, 1s considered 1o be a related party by wrtue of the fact that it i party to a management
agreement with the Company (detals disclosed on pages 36 and 37 of the Annual Report and Financial Statements for
the year ended 31 December 2010) Albion Ventures LLP has agreed to wave its management and sdministration fees
for the first year to 31 December 2011

Dunng the penod the prewious Manager, SPARK Venture Management Limited continued 1o be entitled to the
management and administration fees under the terms of the Termination Agreement and fees totaling £275 000 (30 June
2030 £320 000 3t December 2010 £408,000) were paxd by the Company to SPARK Venture Management Limited

At the financial penod end an amount of £103 000 {31 December 2010 £217,000) reflected prepayments to SPARK
Venture Management Limited At 30 June 2010 an amount of £96 000 was included in accruals n respect of fees due
to SPARK Venture Management Limited

There are no other refated party transactons or balances requinng disclosure

Going concern
The Board’s assessment of bquidity nsk remams unchanged since the last Annual Report and financial Statements for
the year ended 31 December 2010 and 1s detaled on page 19 of those accounts

The Company has signficant cash and bqud resources and the majpor cash outflows of the Company {namely
investiments and dividends} are within the Company's contrel The Directors have a reasonable expectation that the
Company has adequate resources ta continue in gperatonal exstence for the foreseeable future The Directors will
shortly be proposing a merger of the Company with Kings Arms Yard VCT PLC I the relovant proposals are passed at
thg forthcorming General Meeting, the Company will be iquidated soon thereafter However, the terms of the merger (it
appeoved; would transfer the assets ana labdities of the Company at book vaiue On this basis the Directors would not
expect any matenal adustments 10 these Half-yearly resutts o a going concern bass was not used for the preparation of
these accounts As the merger proposals have not yet been passed by the shareholders, the Direclors have adopted the
gong concern basis i prepanng the accounts in accordance with "Going Concern and Liguidity Risk Guidance for
Dwrectors of UK Companies 2009 published by the Financial Reporting Counci

Other information

The mformation set out i thus Halt yearly Financial Repart does not constitute the Company's statuiory accounts within
the terms of section 434 of the Companies Act 2006 for the penods ended 30 June 2011 and 30 June 2010, and 1s
unaudited The information for the year ended 31 December 2010 does not constiute statutery accounts within the
terms of secton ¢34 of the Compames Act 2006 and s denved from the statutory accounts for that financial year, which
have been delvered to the Registrar of Companies The Auditor reported on those accounts  their report was unqualified
and did not contain 2 statement under s498 (2) or (3) of the Companies Act 2006

Publication

This Half yearly Financial Report 15 being sent 10 shareholders and copies will be made avadable to the publc at the
registered office of the Company Comparves House, the Natonal Siorage Mechanism and also electroncally at
www albion ventures co uk under the Our Funds section by clcking on Kings Arms Yard VCT 2 PLC and lookang in the
Fuinancial Reparts ard Circulars section for the Half-yearty Financial Report 1o 30 June 2011
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