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Puma High Income VCT plc

Highlights

« Fully diluted net asset value of 96 91p at 31 December 2010

» Intennm dividend of 7p per Ordinary Share paid on 1 March 2011
Chairman’s Statement

Introduction
1 am dehighted to be presenting to you as Chairman the first annual report for the Puma High Income VCT plc
for the period to 31 December 2010

The Company raised over £13 Sm primarily in the Spring of 2010, having been incorporated in October 2009
and 1ssued its prospectus in November 2009 The fund-raising closed in May 2010 The Investment Manager,
Shore Capital Limited, now has approximately £45 mullion of VCT money under management and a well
established, expenenced VCT team to manage the Company’s deal flow

Non-quahfying investments

The Company’s strategy 1s to seek a good return from its non-qualifying investments as well as its qualifying
nvestments Her Majesty's Revenue & Customs ("HMRC') also restrict the amount of income 1t can receive
from cash deposits Once the proceeds of the fund-raising were received, the Company therefore began
investing 1nto a portfolio of securities, being single name bonds, bond funds and absolute return funds This
comncided with the EU bailout of Greece and the markets took a signuficant downturn due to the resulung
Furopean sovereign debt concerns

This downturn had a significant short-term effect on the portfolio As 1t was so shortly after investment, 1t did
not allow our holdings to generate any gans to cushion us from such market fluctuations However, despite
these difficult market conditions the portfolio has recovered and generated gains increasing the net asset value
{NAV) of the company by 1 6 per cent at the period end This return was insufficient to offset the running costs
of the Company, hence the overall downturn 1n NAV

VCT qualifying status

PricewaterhouseCoopers LLP ('PwC") provides the board and the investment manager with advice on the
ongoing compliance with HMRC rules and regulations concerning VCTs PwC will assist the investment
manager 1n establishing the status of investments as qualifying holdings in the future

Results and dividends

The Company reported a loss of £152,000 for the penod, a loss of 1 30p per ordinary share (calculated on the
weighted average number of shares) This 1s a result of the running costs of the Company exceeding the income
and capital gamns generated by the non-qualifying portfolic during this mitial period in which, as discussed
above, market conditions were difficult, leading to a small overall decrease in the net assets An interim
dividend of 7p per Ordinary Share was paid on 1 March 2011 in respect of the peniod ended 31 December
2010

Outlook

The Investment Manager has met a number of compames which are potentially suitable for investment There
1s a good flow of opportumities which may lead to suitable investments We will update you in due course as
investments are completed The restrictions on availability of bank credit continue to affect the terms on which
target companies can raise finance This should both increase the demand for our offenng and improve the
terms we can secure when we offer finance There are many suitable companies which are well-managed, in
good market positions, and which can offer secunty and need our finance We therefore behieve the Company 1s
strongly positioned to assemble a portfolio to deliver attractive returns to shareholders in the medium to long
term

K FFyeres

Ray-Pierce

Chairman
24 March 2011
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Investment Manager's Report

Overall Performance

As discussed n the Chairman’s Statement, the performance of the Company has been affected by difficult
market condiions which arose shortly after the fund-raising closed The portfolio mitiatly struggled due to the
Greek debt crisis and uncertainty night across Europe concerning soverergn debt The portfolio raliied in the
second half but has not returned sufficient gains to cover the runming costs of the Company 1n 1ts first period
resulting n a final NAV of 96 91p This represents a decrease of | 11 per cent on the inival invesiment of 98p
(after deducting the 2 per cent launch cost of the Company)

Qualhfymng Investments
The Company has not made any qualifying investments in this first period In accordance with the HMRC VCT
rules the Company has three years to invest 70 per cent of the portfolio into qualhifying investments

During the penod the Investiment Management team have met a2 number of companies which are potentially
suitable for investment Despite the market environment contmuing to be difficuit there 15 a good flow of
opportunities which have been brought to the consideration of the Board In accordance with our mandate we
have mamtamed a cautious approach and are performing thorough due diligence work on several potential
investments Whilst no quahfying mvestments have been made to date there 1s a strong pipeline and we hope
that the Company will invest mto qualifying opportumties in the short-medium term

Non-qualifying investments

As the fundraising for the VCT came to a close we invested mto a portfolio of single name bonds, bond funds
and absolute return funds Although the portfolio struggled at first due to the fallout of the Furopean sovereign
debt crisis, it rallied in the second half of the period generating a total return which contributed 1 6 per cent to
the NAV of the company (including interest from cash held on deposit)

At the end of October we realised our sclection of single name bonds at an overall gamn of 8 per cent (including
income) We had considered these bonds underpriced in the market when we nitially bought them, however, in
Octaber we felt that the market price had risen and was on par with the realisable value and taking the risk of
holding single name bonds was no longer attractive

The portfolio of bond funds generated a total loss of 1 1 per cent for the period These funds suffered from
inflationary pressures in the last quarter but we consider that the managers did well to maintarn capital i such
circimstances whilst generating the yield which the VC T wall need to achieve under HMRC regulations

The portfolio of absolute return funds purchased between May and November 2010 generated a return of 2 9
per cent contributing over 1 per cent to the overall NAV of the Company We believe that these funds are
strongly positioned to deliver strong capital gains for the Company throughout 2011 The two equity funds
which we purchased in November have already generated retums of over | per cent at the penod end and
should continue to produce a strong capital appreciation for the Company

Investment Strategy

We are focused on generating strong capital gains for the Company in the non-qualifymg portfolio through the
absolute return funds whilst helding a sclection of bond and equity funds to generate the income required by the
HMRC VCT rules We are balancing these returns with maintaining an appropriate risk exposure and ensuring
there 15 significant Liquidity in the portfolio to free up cash for qualifying investments as they arise

Over the course of the next two years we will build the qualifying portfolio up to the required 70 per cent by the
end of year three We have a strong deal-flow and are meeting a lot of potenual investee compames with
several esting opportunities firmly in the pipeline

S apital Limited
24 March 2011
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Investment Portfolio Summary
As at 31 December 2010

Original Gan/

Valuation Cost (Loss) Valuation a
Investment £000 £2000 £2000 % of NAY
Qualifying Investments - Unquoted - - -
Quabfying Investments - Quoted - - -
Total Qualifying Investments - - -
Non - Qualifying Investments - Unquoted
BlueBay Macro Fund ok 622 565 57 5%
Trafalgar Azn Fund *EE 614 600 14 59
Non - Quahfying Investments - Quoted
Blackrock UK Emerging Cos Hedge Fund Limited * 617 592 25 5%
Exane Archimedes Fund ** 547 568 (21) 39
Gartmore UK Absclute Return Fund 590 583 7 4%
Juptter Strategic Bond Fund 777 796 a9 6%
Legal & General Dynamic Bond Trust 768 796 (28) 6%
0O1d Mutual Corporate Bond Trust 768 794 (26) 6%
Pimco Global Investors Diversified Income Fund * 772 800 (28) 0%
Puma Absolute Return Fund * 1,922 1,900 22 159
Schroders ISD Emerging Market Debt Absclute Return Fund 780 800 ()] 6%
Schroders Unit Trust Income Maximiser 639 665 (26) 5%
Threadneedle High Yield Bond Fund 798 801 3) 6%
Ventas Global Focus Fund * 709 665 44 5%
Total Non - Qualifying Investments 10,923 10,925 {2) 82%
Total investments 10,923 10,925 (2) 82
Cash at bank 2,374 2,374 17%
Net current assets and habilities 47 “@7n 0%
Net assets 13,250 13,252 (2) 100%

Of the investments held at 31 December 2010, 40 per cent are incorporated 1n England and Wales, 35 per cent 1n the Cayman
Islands and 26 per cent in Europe Percentages have been calculated on the valuation of the assets at the reporting date

All quoted 1investments are listed on the LSE wath the exception of those noted below

* Listed on the Insh Stock Exchange
** Listed on the Luxemburg Stock Exchange
ok Traded directly through investment manager of the investee fund

As at 31 December 2010 the Company hetd 9 8% of the Class B shares of the Puma Absoiute Return Fund (PARF) At this
date PARF was also held by Puma VCT III plc, Puma VCT IV plc and also Puma VCT V plc, funds to which Shore Capatal
Limuted 1s also the Investment Manager
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Significant Investments

Directors’ Biographies

Ray Pierce (Chairman) (65)

Ray has substantial non-executive experience with private and quoted companies, both FTSE and AIM, as well
as with mutuals and chanties His early career was 1in econonuc and management consulting, and has since
spent nearly 25 years 1n the financial services industry and related sectors He was formerly the managing
director of Guardian Insurance and a main board director of Guardian Royal Exchange Plc, then a FTSE 100
company He also held senior positions at Amencan Express Europe and Robson Rhodes, where he was chief
executive Ray was Chairman of Crown Sports Ple from 2003 until its sale i early 2006 and chairman of
Engage Mutual Assurance until May 2009 He 1s currently chairman of Parasol Limited, of Fish Insurance, and
of Succession Adwvisory Services Limited Ray 1s also Chairman of Ortus VCT plc (formerly known as
Guinness Flight Venture Capnal Trust Plc) and 1s a director of of Tesco Bank He 1s also Chairman of the
Board of Trustees of the National Motor Museum at Beaulieu

Harold Paisner (71)

Harold 1s the Senior Pariner of Berwin Leighton Paisner LLP, a leading city law firm He 1s a member of his
firm’s corporate finance group, with a portfolio of international clients particularly 1n the retail, manufacturing
and mnsurance sectors, and 1s nvolved generally with the firm’s international strategy He 1s UK National
President of the Unmion Internationale des Avocats and 15 a member of the Intermational Issues Commuittee of the
Law Society He 1s also a member of the International Bar Association, the Bnitish Baluc Lawyers Association
and various other orgamsations Harold 15 a non executive director of FIBI Bank (UK} Plc, Think London
(London's official mward mvestment agency) and Interface Inc , the world’s largest manufacturer of modular
carpet, and 1s involved with a number of charitable organisations

Jonathan Morton Smith (59)

Jon 1s a banking and finance consultant specialising in private debt mvestment and mid-sized corporate real
estate businesses Having worked for Midland Bank since 1969 he moved to London m 1982 to focus on real
estate lending where he was Corporate Banking Director in 1991 and Area Manager/Property Industry Advisor
m 1994 Jon left thus role to start hus own consultancy business in 1998 He then joined AXA Investment
Managers with a £1 billion mandate to start a new private debt investment portfolio Having successfully
invested £650 million, changing mvestment attitudes within AXA resulted in Jon resigning to continue his
pnivate consultancy in 2004 AXA remain one of lus major chents and Jon represents them in therr UK private
equity infrastructure mnvestments He also works closely with Saur SAS where he 1s PFI Consultant

Graham Shore (54)

Graham 1s a former partner of Touche Ross {(now Deloitte LLP) and was responsible for the London practice
advising the telecommunications and new media industries At Touche Ross he undertook strategic and
economic assignments for a wide range of clients including appraisals of venture capital opporturuties In 1990,
Graham joined Shore Capital as Managing Director, and has been mvolved in managing Shore Capaital-
promoted mvestment funds Puma I, the JellyWorks portfolio, Puma Il and the Puma VCTs This has involved
the evaluation of new deals and representing the funds with investee companies Graham has been involved
with AIM since 1ts inception as both a corporate financier and investor and with private equity for more than 20
years
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Report of the Directors

The Dhrectors present their annual report and the audited financial statements of the Company for the peniod ended 31
December 2010

Principal Activities and Status

The pnncipal activity of the Company 1s the making of investments 1n quahfying and non-quahfying holdings of shares or
secunties The Company 1s an investment company within the meaning of Section 833 of the Companies Act 2006 The
Company has been granted provisional approval by the Inland Revenue under Section 274 of the Income and Corporation
Taxes Act 2007 as a Venture Capital Trust for the period ended 31 December 2010 The Directors have managed, and
continue to manage, the Company’s affairs in such a manner as to comply Section 274 of the Income and Corporation
Taxes Act 2007

The Company has no employees (other than the Directors)

The Company’s ordmary shares of 1p each have been histed on the Official List of the UK Listing Authonty since I June
2010

Investment Pohcy

Puma High Income VCT plc seeks to achieve its overall investment objective (of proactively managing the assets of the
fund with an emphasis on realising gamns in the medium term) to maximise distnbutions from capital gains and income
generated by the Company’s assets It intends to do so whilst maintaining 1ts qualifying status as a VCT, by pursuing the
following Investment Policy

Asset Mix

The Company may wnvest in a mix of quahfying and non-qualifying assets The qualifying mnvestments may be quoted on
AIM/OFEX/Insh Stock Exchange or be unquoted companies The Company may invest in a diversified portfolio of growth
onented qualifying companies which seek to raise new capital on flotation or by way of a secondary 1ssue The Company
has the abihity to structure deals to invest in private companics with an asset-backed focus to reduce potential capital loss
The Company must have had in excess of 70% of its assets invested in qualifying mnvestments as defined for VCT purposes
by 31 December 2012

The portfolie of non-qualifying investments will be managed with the mtention of generating a positive returm  Subject to
the Investment Manager’s view from time to time of desirable asset allocation 1t will comprise quoted and unquoted
investments (direct or indirect) in cash or cash equivalents, bonds, equities, vehicles tnvesting 1n property and a portfolio of
hedge funds

A full text of the Company’s investment pohcy can be found within the Company’s prospectus at www shorecap co uk

Principal risks and uncertainties

The principal nisks facing the company relate to 1ts investment activities and nclude market prnce nisk, nterest rate nsk,
credit sk and hquidity sk An explanation of these nsks and how they are managed 1s contained in note 17 to the
financial statements Additional nsks faced by the company are as follows

Investment Risk — Inappropriate stock selection leading to underperformance n absolute and relative terms 1s a nsk which
the Investment Manager and the Board mitigate by reviewing performance throughout the penod and formally at Board
meetings There 15 also a regular review of the investment mandate and long term 1nvestment strategy by the Board and
monitoring of whether the Company should change its investment strategy

Regulatory Risk - the Company operates 1n a complex regulatory environment and faces a number of related nsks A
breach of s274 of the Income Tax Act 2007 could result 1n the Company being subject to capital gains on the sale of
investments A breach of the VCT Regulauons could result in the loss of VCT status and conseguent loss of tax relief
currently available to shareholders Serious breach of other regulations, such as the UKLA Listing rules and the Compamies
Act 2006 could lead to suspension from the Stock Exchange The board receives quarterly reports in order to monitor
comphance with regulations

Risk Management

The Company’s asset mux will include a large proportion of the Company’s assets held i unquoted investments These
investments are not pubhicly traded and there 15 not a hquid market for them, and therefore these investments may be
difficult to realise The Company may also find 1t difficult to realise some of the quoted investments held in 1ts portfolio n
the current market conditions
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Report of the Directors (continued)

The Company manages its nvestment nsk within the restnctions of maintaining 1ts qualifying VCT status by using the
following methods
+  the active momitormg of 1ts investments by the Investment Manager and the Board,
+  secking Board representation assoctated with each investment, 1f possible,
s secking to hold larger investment stakes by co-mvesting with other companies managed by the Investment
Manager, so as te gain more influence over the investment,
«  ensuring a spread of investments 1s achieved

Gearing
The Company has the authenty to borrow up to 25% of the amount received on the 1ssued share capital but there are
currently no plans to take advantage of this authonty

Results and dividends

The results for the financial penod are set out on page 19 The Directors do not propose a final dividend, an intenm
dividend of 7p per Ordinary Share was paid on 1 March 2011 It 1s the aim of the Directors to maxinuse tax free
distributions to shareholders by way of dividends paid out of income recerved from nvestments and capital gains received
following successful reahisations

Business Review and Future Developments
The Company’s business review and future developments are sct out in the Chairman’s Statement and the Investment
Manager’s Report on pages 3 to 4

Key performance indicators

At each board meeting, the Directors consider a number of performance measures to assess the Company’s success in
meeting its objectives The Board beheves the Company’s key performance indicators are movement in NAV, Total Return
and dividends payable per share The Board considers that the Company has no non financial key performance indicators In
addition, the Board considers the Company’s comphiance with the Venture Capital Trust Regulations to ensure that 1t wali
maimtain 18 VCT status The performance of the Company’s portfolios and specific investments 15 discussed m the
Chairman’s Statement and Investment Managers Report on pages 3 to 4

Environmental and social policy
As a VCT the Company 1s a pure mnvestment company and therefore has no trading activities  Due to this the Company does
not have a policy on either environmental or social and community 1ssues

Capital Structure
The authorised and 1ssued share capital of the Company 1s detailed in note 12 of these accounts Durnng the penod ended 31
December 2010, the Company 1ssued 13,671,870 new shares

Repurchase of Ordinary shares

Although the Ordinary Shares are traded on the London Stock Exchange, there 15 hkely to be an 1lhquid market and in such
circumstances Shareholders may find it difficult to sell their Ordinary Shares n the market In order to try to improve the
hquidity 1n the Ordinary Shares, the Beard may establish a buy back policy whereby the Company will purchase QOrdinary
Shares for cancellation However there are currently no plans to establish such a policy

Directors
The Directors of the Company dunng the penod and their beneficial interests in the 1ssued ordinary shares of the Company
at 31 December 2010 were as follows
1p ordinary shares
31 December 2010

Raymond Pierce (Chairman) 18,000
Harold Paisner 60,600
Jonathan Morton-Smith 5,000
Graham Shore 200,000

All of the Directors’ share interests shown above were held beneficially No eptions over the share capital of the Company
have been granted to the Directors There have been no changes in the holdings of the Directors since the penod end
Graham Shore 15 also a director of Puma VCT IIL, 1V and V plc and Puma VCT VII ple, VCTs to which Shore Capital
Lirmted 15 also the Investment Manager
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Report of the Directors (continued)

Investment management, administration and performance fees

The Company has delegated the investment management of the portfolio te Shore Capital Limited (Shore Capstal) The
principal terms of the Company s management agreement with Shore Capital as applicable dunng the period ended 31
December 2010, are set out 1n note 3 of the financial statements

The Company has delegated company secretanal and other accounting and administrative support to Shore Capital Fund
Admmstration Services Limited for an aggregate annual fee of 0 35 per cent of the Net Asset Value of the Fund at each
quarter end, payable quarterly 1n arrears

The annual running costs of the Company, for the penod, are subject to a cap of 3 5 per cent of the Company’s net assets at
the peniod end

Shore Capital and members of the investment management team will be entitled to a performance related mncentive of 20
per cent of the aggregate excess on any amounts realised by the Company in excess of £1 per Ordinary Share, and
Sharcholders will be entitled to the balance This incentive will only be exercisable once the holders of Ordinary Shares
have received distnbutions of £1 per share (whether capital or income) The performance mcentive structure provides a
strong incentive for the Investment Manager to ensure that the Company performs well, enabling the Board to approve
distributions as high and as soon as possible

The performance ncentive has been satisfied through the 1ssue of Loan Notes to a nominee on behalf of the Investment
Manager’s group and employees of and persons related to the investment management team In the event that distnbutions
attributable to the Ordinary Shares of £1 per share have been made the Loan Notes will convert mnto sufficient Ordinary
Shares to represent 20 per cent of the enlarged number of Ordinary Shares

The performance fee has been expensed 1n accordance with FRS 20 for share based payments (see note 1)

It 15 the Directors opimion that the continued appointment of the Investment Manager, Shore Capital, on the terms agreed 1s
in the best nterest of the shareholders as a whole The Investment Manager has a proven track record in VCT management
and currently manages over £54 milhion of VCT funds and has & strong network within the industry

VCT status monitoring

The Company has retaned PricewaterhouseCoopers LLP to advise 1t on compliance with VCT requirements, including
evaluation of nvestment opportumties, as appropriate, and regular review of the portfoho Although
PrnicewaterhouseCoopers LLP work closely with the Investment Manager, they report directly to the Board

Comphiance with the VCT regulations (as described 1n the Investment Policy) for the period under review 1s summansed as
follows
Position at

31 Dec
2010
1 The Company holds at least 70% of its investments 1n qualifying companies, N/A
2 At least 30% of the Company’s qualifying investments are held in “eligible shares”, N/A
3 No mnvestment constitutes more than 15% of the Company’s portfolio at tme of investment, Complied
4 The Company’s income for each financial penod 1s denved wholly or mainly from shares and
securities, N/A
5. The Company distributes sufficient revenue dividends to ensure that not more than 15% of the
income from shares and secunties 1n any one year 1s retained, and Complied
6 A maximum umt size of £1 million in each VCT qualifying investment (per tax year) Complied

Creditor payment policy
The Company’s payment policy for the forthcoming year 1s to ensure settlement of suppliers invoices i accordance with
their standard terms.  As at 31 December 2010 there were mit days biling from the suppliers of services outstanding

Going concern

After making enquines the Directors believe that 1t 1s approprate to continue to apply the going concern basis in prepanng
the financial statements This 15 appropnate as cash reserves are greater than the anticipated average annual running costs of
the Company Given the nature of the assets held it 15 considered that these can be reahised wath sufficient ease to provide
any additional cash which may be required to enable the Company to meet 1ts habihities as they fall due for payment The
directors have considered a period of 12 months from the date of this report for the purposes of determining the company’s
going concern status which has been assessed 1n accordance with the guidance 1ssued by the Financial Reporting Council
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Report of the Directors (continued)

Financial Instruments

The matenal nisks ansing from the Company’s financial instruments are market price nisk, credit sk, liquidity nisk, foreign
exchange nsk and interest rate sk The Board reviews and agrees policies for managing each of these risks and these are
summansed 1n note 17 These policies have remamned unchanged since the beginning of the financial year As a venture
captal trust, 1t 1s the Company’s specific business to evaluate and control the investment nsk in its portfolio

Substantial Shareholdings
As at 31 December 2010 and at the date of this report, the Company was not aware of any beneficial interest exceeding 3
per cent of any class of the 1ssued share capital

Third Party Indemmity Provisien for Directors
Qualifying third party indemnity provision was 1n place for the benefit of all directors of the Company

Annual General Meeting
The Annual General Meeting of the Company will be held at Bond Street House, 14 Chifford Street, London, W1S 4JU on 6
May 2011 at 10am Notice of the Annual General Meeting and Form of Proxy are inserted within this document

Auditor
The Dhrectors, resolved that Baker Tally UK Audit LLP be re-appointed as auditor 1in accordance with the provisions of the
Companes Act 2006, s489 Baker Tally UK Audit LLP has indicated 1ts willingness to continue n office

Statement as to Disclosure of Information to the Auditor

The Directors 1n office at the date of this report have confirmed that, as far as they are aware, there 15 no relevant
mformation of which the auditor 15 unaware Each of the Directors have confirmed that they have taken all the steps that
they ought to have taken as Directors in order to make themselves aware of any relevant audit information and to establish
that 1t has been communicated to the auditor

Statement of Directors’ responsibilities

The directors are responstble for preparing the Report of the Directors’, the Directors’ Remuneration Report, the separate
Corporate Governance Statement and the financial statements 1n accordance with applicable law and regulations They
are also responsible for ensuring the Annual Report includes information required by the Listing and Disclosure and
Transparency Rules of the Financial Services Authonty

Company law and the Disclosure and Transparency Rules requires the directors to prepare financial statements for each
financial year Under that law the directors have elected to prepare the financmal statements 1n accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) Under
company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or loss of the Company for that period In preparing those
financial statements, the directors are required to

a select suitable accounting pohcies and then apply them consistently,
make judgements and estimates that are reasonable and prudent,

c state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explained 1n the financial statements,

d prepare the financial statements on the going concem basis unless 1t 1s mnappropriate to presume that the company

will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financal statements and the Directors’ Remuneration Report 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 irregulanities

Each of the directors, whose names and functions are listed in the Directors Biography on page 6 confirms that, to the best
of each persons’ knowledge

a the financial statements, prepared m accordance with Umted Kingdom Generally Accepted Accounting Practice,
give a true and fair view of the assets, habilities, financial position and profit of the company, and
b the Chairman’s Statement, Investment Manager’s Report and Report of the Directors commencing on page 3

include a fair review of the development and performance of the business and the position of the company together
with a description of the principal risks and uncertainties that it faces

10
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Report of the Directors (continued)

Electronmic publication

The financial statements are published on www shorecap co uk a website maimntained by the investment manager, Shore
Caputal Legislation in the United Kingdom regulating the preparation and dissemination of the financial statements may
differ from legislation in other junsdictions

The directors are respensible for ensurning the Report of the Directors and other information included 1n the Annual Report
include information required by the Listing Rules of the Fmancial Services Authority

By order of the Board

Eliot Kaye
Company Secretary
24 March 2011

11
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Directors’ Remuneration Report

This report 1s prepared in accordance with Schedule 420-422 of the Companies Act 2006 A resolution to
approve this report will be put to the members at the Annual General Meeting to be held on 6 May 2011

Directors’ Remuneration Policy

The Board as a whole considers Dhrectors’ remuneration and, as such, a Remunerat:on Commuttee has not been
established The Board’s policy 1s that the remuneration of non-executive Directors should reflect time spent
and the responsibilitics bome by the Directors on the Company s affairs and should be sufficient to enable
candidates of high calibre to be recruited Directors’ fees payable during the penod totalled £60,000 (including
VAT) as set out in note 4

The Directors contracts are discussed i point (g) 1n the Corporate Governance Statement on page 16

Directors’ Remuneration

The Directors recerved emoluments as detailed below

Unaudited Current Audited

Annual Fee Period to

31 December

12 months 2010

£ £

Raymond Pierce (Chairman) 18,000 18,000

Harold Paisner 15,000 15,000

Jonathan Morton-Smith 15,000 15,000
Graham Shore * -

48,000 48,000

* No fee 15 paid to Graham Shore, due to hus position as director of the Investment Manager, Shore Capatal
Limited

These are the total emoluments, there 18 no pension or share option scheme

Brief biographical notes on the directors are given on page 6

2011 Remuneration

The remuneration levels for the forthcoming year are expected to be at the annual levels shown 1n the table
above The Directors shall be paid by the Company all travelling, hotel and other expenses they may incur 1n
atiending meetings of the Directors or general meetings or otherwise 1n connection with the discharge of their
duties

Durectors’ and Officers liability insurance cover 1s held by the Company in respect of the Directors

On 11 November 2009, the non-executive Directors were appointed for a pened of twelve months after which
either party must give three calendar months’ notice to end the contract

12
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Directors’ Remuneration Report (continued)

Performance Graph

The following chart represents the Company’s performance from mception to 31 December 2010 and compares
the rebased Net Asset Value to a rebased FTSE AiM Allshare Index which has been chosen as a comparison as
1t best represents the spread of mvestments held by the Company This has been rebased to 100 at 23 Apnl
2010, the effective start of operations for the Company
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Raymond Pierce
Chairman

24 March 2011
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Puma High Income VCT plc

Corporate Governance Statement

The Directors support the relevant principles of the new Combined Code 1ssued 1n June 2008 and published on
the Financial Reporting Council’s Website (www frc org uk), being the principles of good governance and the code
of best practice, as set out in Section | of the FRC Combined Code Due to the VCT being a limited hife vehicle some areas
of the Code have not been comphied with, these are set out 1n the Comphance Statement below

The Board

The Company has a Board compnising four non-executive Directors All of the Directors are independent as defined by the
Combined Code except for Graham Shore as a result of his holding a Directorship of the Investment Manager The Board
considers that all Directors have sufficient experience to be able to exercise proper judgement within the meaning of the
Combined Code The Board has appointed Raymond Pierce as the semor independent Director who is also the Chairman

Biographical details of all Board members are shown on page 6

All four directors are to retire at the forthcoming Annual General Meeting and, being eligible, offer themselves for re-
election The Board believe that they have made valuable contributions during the term of their appointment and remain
commutted to the role The Board therefore recommends that shareholders re-elect all four directors at the forthcoming
AGM

Full Board meetings take place quarterly and additional meetings are held as required to address speaific 1ssues The board
has a formal schedule of matters specifically rescrved for us decision  These include
e  considering recommendations from the Investment Manager,
+ making all decisions concerning the acquisition or disposal of quahfying investments,
e reviewing, annually, the terms of engagement of all third party advisers (including investment managers and
admmistrators),
»  performing the role of Audit Committee (including reviewing the Company’s published financial statements,
reviewing internal control and risk management systems and momtonng the external Auditors independence,
objectivity and the effectiveness of the audit process)

The attendance of individual Directors at full Board meetings duning the penod were as follows
Scheduled Board meetings

Raymond Pierce 3/3
Harold Paisner 3/3
Jonathan Morton-Smith 3713
Graham Shore 3/3

The Board has also established procedures whereby Directors wishing to do so 1n the furtherance of their duties may take
independent professional advice at the Company’s expense

All Directors have access to the advice and services of the Company Secretary The Company Secretary provides the Board
with full information on the Company’s assets and habihties and other relevant information requested by the Chairman, in
advance of each Board meeting

The Board has not appointed a nominations committee, audit committee or remuneratton committee as they consider the
Board to be small and it compnses wholly non-executive Directors Appointments of new Directors, audit matters and
Directors’ remuneration are dealt with by the full Board

Dunng the period the Board reviewed the independence of the external auditor and recommended that they be re-appointed
The Directors receive written confirmation each year of the auditor’s independence  They also considered the need for an
internal audit function and concluded that this function would not be an appropnate centrol for a venture capital trust

The Board reviewed Directors’ remuneraon during the penod Details of the specific levels of remuneration 1o each
director are set out in the Directors’ Remuneration Report on page 12, and this 1s subject to shareholder approval

Relations with shareholders

Shareholders have the opportumty 1o meet representatives of the Investment Management team and the Board at the AGM
The Board 1s also happy to respond to any wnitten quenes made by shareholders during the course of the year, or to mect
with shareholders 1f so requested In addition to the formal business of the AGM, representatives of the Investment
Management team and the Board are available to answer any questions a shareholder may have

Separate resolutions are proposed at the AGM on each substantially separate 1ssue The Registrars collate proxy votes and
the results (together with the proxy forms) are forwarded to the Company Secretary immediately prior to the AGM  In order
to comply with the Combined Code, proxy votes are announced at the AGM, following each vote on a show of hands,
except 1n the event of a poll being called The notice of the next AGM and proxy form are at the end of this document
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Corporate Governance Statement (continued)

Financial Reporting
The Directors’ statement of responsibilities for prepanng the accounts 1s set out in the Report of the Directors on page 10,
and a statement by the auditors about their reporting responsibibties 1s set out 1n the Auditor’s Report on page 17

Internal control

The Company has adopted an Internal Control Manual (* Manual *), which has been compiled in order to comply with the
Combined Code The Manual 1s designed to provide reasonable, but not absolute, assurance agamst matenal misstatement
or loss, which 1t achieves by detailing the perceived risks and controls to mitigate them  The Board 1s responsible for
ensuring that the procedures to be followed by the advisers and themselves are 1n place, and review the effectiveness of the
Manual on an annual basis to ensure that the controls remain relevant and were in operation throughout the year The Board
will implement additional controls when new risks are perceived and update the Manual as appropnate

Although the Board are ultimately responsible for safeguarding the assets of the Company, the Board has delegated, through
written agreements, the day-to-day operation of the Company to the following advisers

Administration Shore Capital Fund Administration Services Limited
Investment Management Shore Capital Linuted

Shore Capual Limited identifies the investment opportumities for the consideration of the Board who ultimately make the
decision whether to proceed with that opportunity Shore Capital Limited monmitors the portfolio of investments and makes
recommendations to the Board in terms of suggested disposals and further acquisitions

Shore Capital Fund Administration Services Limited 1s engaged to carry out the accounting function and manages the
retention of physical custody of the documents of title relating to unquoted investments through a custodian Quoted
mvestments are held in Crest Shore Capital Fund Admuinistration Services Lirited regularly reconciles the chent asset
register with the physical documents

The Directors confirm that they have established a continuing process throughout the period and up to the date of this report
for idenufying, evaluating and managing the significant potenuial nisks faced by the Company, and have reviewed the
effectiveness of the internal control systems As part of this process, an annual review of the internal control systems 1s
carmed out 1n accordance with the Financial Reporting Council guidelines for internal control

Intemnal control systems include production and review of monthly bank and management accounts All outflows made
from the VCT’s accounts require the authonty of two signatonies from Shore Capital, the Investment Manager The VCT 1s
subject to a full annual audit and the Investment Manager 1s subject to regular review by the Shore Capital Comphance
Department

Going Concern

After making enquiries the Directors behieve that it 1s appropnate to continue to apply the gomg concern basis 1n prepanng
the financial statements This 1s appropnate as cash reserves are sigmficantly greater than the anticipated average running
costs of the Company Given the nature of the assets held 1t 15 considered that these can be realised with sufficient ease to
provide any additional cash which may be required to enable the Company to meet 1ts liabilies as they fall due for
payment The directors have considered a pertod of 12 months from the date of this report for the purposes of determiming
the company’s going concern status which has been assessed in accordance with the gwdance issued by the Financial
Reporting Council

Share capital, nghts attaching to the shares and restrictions on voting and transfer

Ordinary shares are freely transferable in both certificated and uncertificated form and can be transferred by means of the
CREST system There are no restrictions on the transfer of any fully paid up share With respect to voting nghts the shares
rank par1 passu as to nights to attend and vote at any general meeting of the Company The Companies® major sharcholders
do not have diffenng voting nghts Full details of the nghts and restrictions attached to the share capital as required by the
Takeover Directive are contained within the Company’s prospectus which can be found at www shorecap co uk

15




Puma High Income VCT plc

Corporate Governance Statement (continued)

Compliance statement

The Listing Rules require the Board to report on compliance with the forty-eight Combined Code provisions throughout the
accounting period With the exception of the items outlined below, the Company has complied throughout the accounting
pertod ended 31 December 2010 with the provisions set out in Section i of the Combined Code Due to the special nature
of the Company being a VCT, the following provisions of the Combined Code have not been complied with

a) Provision A1-3 - Due to the size of the Board, they feel it unnecessary to formalise procedures to appraise the Chairman’s
performance, as the Board deem 1t appropnate to address matters as they anse

b) Provision A3-3 — Due to the size of the board, the role of Chairman and semior independent Director are both performed
by Raymond Pierce  The recommendation 1s for the semor independent Director and Chairman to be separate positions on
the Board

¢) Provision AS5-1 - New directors do not receive a full, formal and tailored induction on joining the Board because matters
are addressed on an individual basis as they anse Also the Company has no major shareholders so shareholders are not
given the opportumty to meet any ncw non-executive directors at a specific meeting other than the annual general meeting

d) Provision A6-1 - Due to the size of the Board, a formal performance evaluation of the Board, s committees and the
individual Directors has not been undertaken Specific performance 1ssues are dealt wath as they anise

¢} Provisions C3-1 to C3-6 - Due to the size of the Board, the Company did not have a formal audit commuttee The
Directors do not consider it necessary to appoint an audit committee as the majority of the Board are independent non-
exccutive Directors as recommended by C3-1 of the Combined Code The Directors consider that the role and responsibihity
of the audit commattee as set-out 1n provisions C3-1 to C3-6 have been adopted by the full board Relevant matters were
dealt with by the full Board

f) Provisions A4-1 to A4-3 & A4-6, B2-1 1o B2-2, - Due to the size of the Board and because there are no executive
directors or semor management, the Company did not have a formal nominations commuttee, or remuneration committee
Dunng the period there have been no changes to the Board of the Directors and the Directors remuneration remains
unchanged

2) Provision A7-2 - On 1] November 2009 the Directors were appointed for 2 penod of twelve months after which erther
party must give three calendar months’ notice to end the contract The recommendation of the Combined Code 15 for fixed
term renewable contracts This 1s deemed unnecessary by the Board because all Directors are subject to re-election at the
first AGM and from that pomnt forward by rotation at least every three years

h} Provision A3-1 — Graham Shore 1s not considered to be independent as he holds common directorships under the same

Investment Manager The Board considers that Graham Shore has sufficient experience to exercise proper judgment within
the meaning set out by the Combined Code

16




Puma High Income VCT plc

Independent Auditor’s Report
to the Members of Puma High Income VCT ple

We have audited the financial statements on pages 19 to 38 The financial reporting framework that has been
applied 1n their preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 OQOur 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 auditor

As more fully explained in the Darectors’ Responsibilities Statement set out on page 10, 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 1s to audit and express an opmion on the financial statements 1n accordance with
apphicable 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 Auditors

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 frc org uk/apb/scope/private cfim

Opinion ¢n financial statements
In our opinion the financial statements

. give a true and fair view of the state of the company’s affairs as at 31 December 2010 and of
1ts loss for the period then ended,

. have been properly prepared in accordance with Umited Kingdom Generally Accepted
Accounting Practice, and

. have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opmion

. the part of the Directors’ Remuneration Report to be audited has been properly prepared 1n
accordance with the Compames Act 2006,

. the information given in the Directors’ Report for the financial year for whach the financial
statements are prepared 1s consistent with the financial statements, and

. the information given 1n the Cerporate Governance Statement set out on page 14 to 16 in

compliance with rules 725 and 726 n the Disclosure Rules and Transparency Rules
sourcebook 1ssued by the Fmancial Services Authonty (information about internal control
and risk management systems in relation to financial reporting processes and about share
capital structures) 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothang to report 1n respect of the following

Under the Compames Act 2006 we are requured to report to you if, 1n our opmnion

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

. the financial statements and the part of the Directors’ Remuneration Report to be audited are
not in agreement with the accounting records and returns, or

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

. we have not recerved all the information and explanations we require for our audit, or

. a Corporate Governance Statement has not been prepared by the company
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Under the Lisung Rules we are required to review

. the directors’ statement, set out on page 9, 1n relation io going concern,

. the part of the Corporate Governance Statement on pages 14 to 16 relating to the company’s
compliance with the nmine provisions of the June 2008 Combined Code specified for our review, and

. certamn elements of the report to sharcholders by the Board on directors’ remuneration

RICHARD WHITE (Semor Statutory Auditor)

For and on behalf of BAKER TILLY UK AUDIT LLP, Statutory Auditor
Chartered Accountants

25 Farningdon Street

London EC4A 4AB

25 March 2011
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Puma High Income VCT plc

Income Statement
For the period ended 31 December 2010

Period from 7 October 2009 to
31 December 2010
Revenue Capital Total
Note £000 £°000 £000
Gains on investments 8(c) - 54 54
Income 2 131 - 131
131 54 185
Investment management fees 3 49 148 197
Other expenses 4 140 - 140
189 148 337
Loss on ordinary

activities before taxation (58) (94) (152)
Tax on ordinary activities 5 - - -

Loss after taxation attributable to equity
shareholders (58) (94) (152)
Basic and diluted loss per Ordinary Share (pence) 6 0 50)p (0.80)p (1.30)p

The total column represents the profit and loss account and the revenue and capital columns are supplementary
information

All revenue and capatal items 1n the above statement denive from continuing operations No operations were
acquired or discontinued 1n the period

No separate Statement of Total Recognised Gains and Losses 1s presented as all gamns and losses are included n
the Income Statement

The accompanying notes on pages 23 to 38 are an integral part of the financial statements.
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Balance Sheet
As at 31 December 2010

As at
31 December 2010
Note £°000
Fixed Assets
Investments 8(a) 10,923
Current Assets
Debtors 9 87
Cash at bank and 1n hand 2,374
2,461
Creditors - amounts falling due within one year 1¢ (133)
Net Current Assets 2,328
Total Assets less Current Liabilities 13,251
Creditors - amounts falling due after more than one year
(including convertible debt) 11 (1)
Net Assets 13,250
Capital and Reserves
Called up share capital 12 137
Share Premium account 13 13,264
Capital reserve — realised 13 (110}
Capital reserve — unrealised 13 17
Revenue reserve 13 (58)
Equity Shareholders’ Funds 13,250
Basic and diluted Net Asset Value per Ordmary Share 14 96.91p

The financial statements were approved and authorised for 1ssue by the Board of Directors on 24 March 2011
and were signed on their behalf by

K Fbrore

Raymand Pierce
Chairman
24 March 2011

The accompanying notes on pages 23 to 38 are an jntegral part of the financial statements.
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Puma High Income VCT plc

Cash Flow Statement
For the period ended 31 December 2010

Note
Operating activities
Interest income received
Investment management fees paid
Directors fees paid
Other expenses paid

Net cash outflow from operating activities 15

Captal expenditure and financial investment
Purchase of investments

Proceeds from sale of investments

Acquisition costs

Net cash outflow from capital expenditure and financial investment

Fmancing

Proceeds received from 1ssue of ordinary share capital
Expenses paid for 1ssue of share capital

Proceeds recerved from 1ssue of redeemable preference shares
Redemption of redeemable preference shares

Proceeds recerved from convertible loan notes

Net cash inflow from financing

Inflow 1n the period

Reconciliation of net cash flow to movement in net funds
Increase 1n cash for the period
Net funds at start of the period

Net funds at the period end

The accompanying notes on pages 23 to 38 are an integral part of the financial statements.

Period ended

31 December 2010

£000

96
(134)
(39
(33)

112)
(11,615)
741
13
(10,887)
13,521
(149)
50

(50)
1

13,373

2,374
2,374

2,374
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Reconciliation of Movements in Shareholders’ Funds
For the period ended 31 December 2010

Called up Share Capital Capital

share  Premium reserve- reserve- Revenue
capital Account realised unrealised reserve Total
£000 £°000 £000 £000 £000 £°000
Share issues n the period 137 13,535 - - - 13,672
Expenses of share 1ssues - (271) - - - 271)

Return after taxation attributable to

equity shareholders - - {116) 17 (58) (151)
At 31 December 2010 137 13,264 {110 17 (58) 13,250

The accompanying notes on pages 23 to 38 are an integral part of the financial statements.
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Notes to the Accounts
For the period ended 31 December 2010

1.

Accounting Policies

Basis of Accounting

The financial statements have been prepared under the histonical cost convention, modified to include the
revaluation of investments held at fair value, and i accordance with UK Generally Accepted
Accounting Practice (UK GAAP”) and the Statement of Recommended Practice, ‘Financial Statements
of Investment Trust Companies and Venture Capital Trusts (“SORP”) revised in 2009

Income Statement

In order to better reflect the activities of a Venture Capital Trust and 1n accordance with guidance 1ssued
by the Association of Investment Companies (“AIC™), supplementary information which analyses the
Income Statement between items of a revenue and capital nature has been presented alongside the
Income Statement The net loss of £152,000 as per the Income Statement on page 19 1s the measure that
the Directors believe appropriate n assessing the Company's compliance with certain requirements set
out 1n 5274 of the Income Tax Act 2007

Investments

All investments have been designated as fair value through profit or loss, and are mmitially measured at
cost which 1s the best estimate of fair value A financial asset 1s designated 1n this category 1f acquured to
be both managed and 1ts performance 1s evaluated on a fair value basis with a view to selling after a
pertod of ume in accordance with a documented nisk management or investment strategy All
mvestments held by the Company have been managed 1n accordance with the mvestment policy set out
on page 7 Thereafter the investments are measured at subsequent reporting dates at fair value Listed
mvestments and mvestments traded on A1M are stated at bid price at the reporting date  Hedge funds are
valued at their respective quoted Net Asset Values per share at the reporting date  Unlisted investments
are stated at Directors’ valuation with reference to the International Private Equity and Venture Capital
Valuation Guidelines (“IPEVC”) and 1n accordance with FRS26 “Financial Instruments Measurement™

e Investments which have been made within the last twelve months or the investee company 15 1n the
carly stage of development will usually be valued at the price of recent investment except where the
company’s performance against plan 1s significantly different from expectations on which the
investment was made in which case a different valuation methodology will be adopted

* Investments may be valued by applying a suitable price-eamings ratio to that company’s historical
post tax earnings The ratio used 1s based on a comparable listed company or sector but discounted
to reflect lack of marketability Alternative methods of valuation include net asset value where such
factors apply that make this or alternative methods more appropnate

Realised surpluses or deficits on the disposal of investments are taken to realised capital reserves, and
unrealised surpluses and deficits on the revaluation of 1nvestment are taken to unreahsed capital reserves

It 1s not the Company’s policy to exercise either significant or centrolling nfluence over investee
companies Therefore the results of the compames are not incorporated mto the revenue account except
to the extent of any income accrued

Cash at bank and 1n hand
Cash at bank and 1n hand compnises of cash on hand and demand deposits

Equity instruments

Equity instruments are classified according to the substance of the contractual arrangements entered into
An equity mstrument 1s any contract that evidences a residual interest in the assets of the company after
deducting all of 1ts Labilities Equity instruments i1ssued by the company are recorded at proceeds
recerved net of issue costs
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Notes to the Accounts
For the period ended 31 December 2010

Accounting Policies (continued)

Income

Dividends recervable on listed equity shares are brought into account on the ex-dividend date Dividends receivable
on unhisted equity shares are brought into account when the Company’s nght to receive payment 15 estabhshed and
there 15 no reasonable doubt that payment will be received Interest recervable 1s recogmsed wholly as a revenue
item on an accruals basis

Performance fees

Upon 1ts inception, the Company negotiated performance fees payable to the Investment Manager, Shore Capital
Limmited at 20 per cent of the aggregate excess on any amounts realised by the Company 1n excess of £1 per Ordinary
Share This incentive will only be exercisable once the holders of Ordinary Shares have received distnibutions of £1
per share  The realisation of this performance fee will be effected through an equity-settled share-based payment

FRS 20 Share-Based Payment requires the recognmition of an expense in respect of share-based payments n
exchange for goods or services Entities are required to measure the goods or services received at their fair value,
unless that fair value cannot be esumated reliably in which case that fair value should be esimated by reference to
the fair value of the equity instruments granted  The fair value of the share-based payment 1s calculated by
reference to the fair value of the performance fees accrued at the balance sheet date

At each balance sheet date, the Company estimates that fair value by reference to the excess of the net asset value,
adjusted for dividends paid, over £1 per share n 1ssue at the balance sheet date  The Company recognises the
impact of the change n shares to be 1ssued in the Income Siatement with a corresponding adjustment to equity

Expenses
All expenses (inclusive of VAT) are accounted for on an accruals basis Expenses are charged wholly to revenue,
with the exception of

e expenses incidental to the acquisition or disposal of an investment charged to capital, and

» the investment management fee, 75 per cent of which has been charged to capital to reflect an element which 1s,
in the directors’ opimnion, attnbutable to the maintenance or enhancement of the value of the Company’s
mvestments 1n accordance with the boards expected long-term spht of return, and

e the performance fee which 15 allocated proportionally to revenue and capital based on the respective
contributions to the Net Asset Value

Taxation

Corporation tax 1s applied to profits chargeable to corporation tax, 1f any, at the applicable rate for the year The tax
effect of different items of income/gain and expendsture/loss 1s allocated between capital and revenue return on the
marginal basis as recommended by the SORP

Deferred tax 1s recogmsed in respect of all timing differences that have originated but not reversed at the balance
sheet date, where transactions or events that result 1n an obhgation to pay more, or right to pay less, tax in future
have occurred at the balance sheet date This 15 subject to deferred tax assets only being recognised 1f 1t 1s considered
more hikely than not that there will be suitable taxable profits from which the future reversal of the underlying
tmmg differences can be deducted Timing differences are differences ansing between the Company’s taxable
profits and its results as stated n the financial statements which are capable of reversal 1n one or more subsequent
years Deferred tax 1s measured on a non-discounted basis at the tax rates that are expected to apply 1n the years in
which timing differences are expected to reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Reserves

Realised losses and gamns on investments and foreign exchange transactions, transaction costs, the capital element of
the management fee and taxation are taken through the Income Statement and recognised in the Capital Reserve —
Realised on the Balance sheet Unrealised losses and gains on investments and foreign exchange transactions and
the capital element of the performance fec are also taken through the Income Statement and recognised in the
Capital Reserve — Unrealised The performance fec to be effected through share-based payment 1s taken to the Qther
Reserve and the total revenue gain or loss on the Income Statement 15 taken to the Revenue Reserve
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Notes to the Accounts
For the period ended 31 December 2010

1.

Accounting Policies (continued)

Foreign exchange

The base currency of the Company 1s Sterling Transactions denominated 1n foreign currencies are
translated into Sterling at the rates ruling at the dates that they occurred Assets and habilities
denominated 1n a foreign currency are translated at the appropnate foreign exchange rate ruling at the
balance sheet date Translation differences are recorded as unrealised foreign exchange losses or gains
and taken to the Income Statement

Forward contracts and hedging

The Company enters mto forward contracts for the sale of foreign currencies m order to hedge 1its
exposure to fluctuations n currency rates 1n respect of some of its investments These forward contracts
are recorded at fair value through profit and loss Any foreign exchange gam or loss 18 recorded by the
Company 1n the Capital Reserve — unrealised until settled Once realised, the gain or loss 1s taken to the
Capital Reserve - realised

Debtors
Debtors mnclude accrued mcome which 1s recogmised at amortised cost, equivalent to the fair value of the
expected balance receivable

Dividends

Dividends payable are recogmused as distributions in the financial statements when the Company’s
liabihity to make payment has been established The hability 1s established when the dividends proposed
by the Board are approved by the Shareholders

Income
Perod ended 31
December 2010
£000
Income from investments
Bond interest 58
58
Other income
Bank deposit mterest 73
Total iIncome 131
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Notes to the Accounts
For the period ended 31 December 2010

3.

Investment Management Fees
Period ended 31

December 2010
£000
Shore Capital Limited 212
Fee rebates (16)
197

Shore Capital Limated (Shore Capital) has been appointed as the Investment Manager of the Company
for an mt:al period of five years, which can be terminated by not less than twelve months® notice, given
at any time by either party, on or after the fifth anniversary The board 1s satsfied with the performance
of the Investment Manager Under the terms of this agreement Shore Capital will be paid an annual fee
of 2 per cent of the Net Asset Value payable quarterly 1n arrears calculated on the relevant quarter end
NAYV of the Company These fees are capped, the Investment Manager having agreed to reduce 1ts fee (1f
necessary to nothing) to contain total annual costs (excluding performance fee) to within 3 5 per cent of
Net Asset Value Total annual costs this period were 2 7% of the period end Net Asset Value

The Company had invested duning the period i the Puma Absolute Return Fund Limited which 1s also
managed by Shore Capital Limited  An arrangement 15 n place to avoid the double charging of
management and performance fees The Company has set off investment fee rebates agaimnst the
management fee charge

Other expenses

Period ended 31
December 2010
£000

Adminstration - Shore Capital Fund Adminustration Services Limited 35
Directors’ remuneration 48
Social security costs 4
Audrtor’s remuneration for statutory audit 11
Insurance 4
Legal and professional fees 18
FSA, LSE and registrar fees 13
Other expenses 7
140

Shore Capital Fund Administration Services Limited provides admimstrative services to the Company
for an aggregate annual fee of 0 35 per cent of the Net Asset Value of the Fund, payable quarterly 1n
arrears

The total fees paid or payable (excluding VAT and employers NIC) in respect of individual Directors for
the penod are detailed 1n the Directors’ Remuneration Report commencing on page 12 The Company
had no employees (other than Directors} duning the period The average number of non-executive
Drrectors during the peniod was 4
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Notes to the Accounts
For the period ended 31 December 2010

5. Tax on Ordinary Activities
Period to
31 December 2010
£2000
UK corporation tax charged to revenue reserve -
UK corporation tax credited to capital reserve -
{(a) UK corporation tax charge for the period -
(b) Factors affecting tax charge for the year/period
Revenue loss on ordinary activities before taxation (58)
Tax charge calculated on total return/loss on ordinary activities
before taxation at the applicable rate of 21% (12)
Tax losses carmed forward 12
Total current tax charge -
The income statement shows the tax charge allocated to revenue and capital Capital returns are not
included as VCTs are exempt from tax on realised capital gamns subject that they comply and continue to
comply with the VCT regulations
No provision for deferred tax has been made 1n the current accounting No deferred tax assets have been
recogmsed as the timing of their recovery cannot be foreseen with any certainty Due to the Company’s
status as a Venture Capital Trust and the 1ntention to continue meeting the conditions required to obtain
approval 1 the foreseeable future, the Company has not provided deferred tax on any capital gains and
losses arising on the revaluation or disposal of imvestments
6. Basic and diluted return per Ordinary Share
Period ended 31 December 2010
Revenue Capital Total
Loss for the period (58,000) (94,000) (152,000)
Weighted average number of shares 11,702,845 11,702,845 11,702,845
Loss per Ordinary Share 0 S0)p (0.80)p (1.30)p
The total loss per ordinary share 1s the sum of the revenue return and capital return
7. Dividends

The directors do not propose a final dividend in relation to the period ended 31 December 2010 An
interim dividend of 7p per Ordinary Share was paid on 1 March 2011
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Notes to the Accounts
For the period ended 31 December 2010

8.

(a)

(b)

()

Investments

Summary

Qualifying venture capital investments
Non - qualifying investments

Movements in investments

Purchases at cost
Disposals - proceeds
- realised net gains on disposal
Net unrealised losses on revaluation of investments

Valuation at 31 December 2010

Book cost at 31 December 2010
Net unrealised losses at 31 December 2010

Valuation at 31 December 2010

Gains/(losses) on 1nvestments

Puma High Income VCT plc

Historic Cost Market Value

as at 31 as at 31

December 2010 December 2010

£°000 £:000

10,925 10,923

10,925 10,923

Venture Hedge funds &

capital equity Total
mvestments investments £°000

- 13,222 13,222

- (2,347) (2,347)

- 50 50

- 1¢4) 2)

- 10,923 10,923

- 10,925 10,925

- (2) 2)

- 10,923 10,923

The gains/(losses) on mvestments for the period shown in the Income Statement on page 19 1s analysed

as follows

Realised gains on disposal
Transaction costs
Foreign exchange gain- realised

Foreign exchange gain - unrealised on forward foreign exchange contracts

Foreign exchange losses - unrealised on investments

Net unreahised gains on revaluation in respect of investments held at the period end

Period ended 31
December
2010
£000

51
(a3

18
(19}
17

54
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8. Investments - continued

(d) Quoted and unquoted investments

Quoted investments
Unquoted investments

9, Debtors

Fair value of forward foreign exchange contracts
Prepayments and accrued income
Other debtors

Forward foreign exchange contracts — € EUR

10. Creditors — amounts falling due within one year

Accrued management and admimistration costs

Puma High Income VCT plc

Historic Cost Market Value
as at 31 December  as at 31 December
2010 2010
£:000 £°000
9,760 9,687
1,165 1,236
10,925 10,923

As at 31 December
2010
£°000

18
40
29

87

As at 31 December 2010
£000
Assets Laabilities

18 -
18 -
As at 31
December 2010
£000
(133)
(133)
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11.

12.

Creditors — amounts falling due after more than

one year (including convertible debt)
As at
31 December
2010
£2000

Loan Notes )

On 11 November, 2009, the Company 1ssued Loan Notes i the amount of £1,000 to a nominee on
behalf of the Investment Manager’s group and employees of and persons related to the investment
management team The Loan Notes accrue mterest of 5 per cent per annum

Shore Capital and members of the investment management team will be entitled to a performance related
incentive of 20 per cent of the aggregate excess on any amounts reahised by the Company n excess of £1
per Ordinary Share, and Shareholders will be entitled to the balance This incentive to be effected
through the 1ssue of shares in the Company will only be payable once the holders of Ordinary Shares
have recerved distributions of £1 per share (whether capital or income} The performance mcentive
structure provides a strong mcentive for the Investment Manager to ensure that the Company performs
well, enabling the Board to approve distributions as high and as soon as possible

In the event that distributions to the holders of Ordinary Shares totalling £1 per share have been made
the Loan Notes will convert mto sufficient Ordinary Shares to represent 20 per cent of the enlarged
number of Ordinary Shares

No performance fee 1s currently payable as the Ordinary Shares have not recerved enough disiributions
to date However, when the total return 1s greater than £1, a performance fee will be expensed 1n
accordance with FRS 20 Share-based Payment

The amount of the performance fee will be calculated as 20 per cent of the excess of the net asset value
over £1 per 1ssued share This amount will be debited to the Income Statement and credited to other
reserve within Equity Shareholder’s Funds

Called Up Share Capital
As at
31 December
2010
£°000
Allotted and fully paid:

13,671,870 ordinary shares of 1p each 137

The Company 1ssued 13,671,870 Ordinary shares at £1 per share during the period ended 31 December
2010

The authorised share capital upon incorporation was £500,000 divided into 50,000 Redeemable
Preference Shares of £1 each and 45,000,000 Ordmary Shares of 1p each, of which two Ordmnary shares
were 1ssued, fully paid, to the subscribers on 7 October 2009

On 5 November 2009 50,000 Redeemable Preference shares were 1ssued to Shore Capital Limited, one
quarter paid up, so as to enable the Company to obtain a certificate under Section 761 of the Companies
Act 2006

Between 8§ February 2010 and 2 June 2001, 13,671,870 Ordinary shares of 1p each were 1ssued at £1 per

share pursuant to the offers for subscription to the public dated 23 January 2008 The aggregate
consideration for the shares was £13,671,870 which excluded 1ssue costs of £148,910
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12.

Called Up Share Capital continued

On 26 November 2010 the 50,000 Redeemable Preference shares were paid up in full and then
subsequently redeemed out of the proceeds of the offers Upon redemption, the umssued share capital
thereby created was sub-divided into and redesignated, as 5,000,000 Ordary shares Following this, the
authorised share capital was £500,000 divided into 50,000,000 Ordinary shares of 1p each

The Ordinary Shares and the Preference Shares shall have the same nghts and privileges and shall rank
pan passu in all respects save that

As Regards Voting
(1) The holders of the Preference Shares shall not be entitled to receive notice of, or attend, or vote at any
General Meeung of the Company

As Regards Income

(1) The holders of the Preference Shares shall be entitled 1n priority to any payment of dividend on any
other class of share to a cumulative preferential dividend of 0 1% (per annum) Subject to the above the
profits of the Company available for dividend and resolved to be distnbuted shall be distributed by way
of dividend among the holders of the Ordinary Shares

As Regards Capital

(11} The Preference Shares shall confer the nghts to be paid out of the assets of the Company available
for distnbution a nominal amount paid on such shares pan passu with, and 1n proportion to, the amount
of capital paid to the holders of the ordinary shares, but do not confer any nght to participate 1 any
surplus assets of the Company
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13.

14.

Capital and Reserves

Called up Share Capital Capntal
share premuum reserve- reserve- Revenue
capatal reserve reahsed  unrealised reserve Total
£'000 £°000 £000 £000 £000 £000
Shares 1ssued 1n the penod 137 13,535 - - - 13,672
Expenses of share 1ssues - 271) - - - 7D
Net gains on reahisation of investments - - 51 - - 51
Net unrealised gains on revaluation of
investments, forward foreign exchange
contracts and cash - - - 17 - 17
Transaction costs - - (13) - - a3
Management fees charged to capital - - (148) - - (148)
Retaimed net loss for the perniod - - - R (58) (58)
Balance at 31 December 2010 137 13,264 (110) 17 (58) 13,250

Distributable reserves compnise Capital reserve-realised, Capital reserve unreahised and the Revenue
reserve At the peniod end distnibutable reserves totalled £(151,000), as these reserves have a defieit
balance the Company was not 1n a position te pay a dividend at the peniod end On 2 February 2011 the
share premium account was cancelled moving the balance into distnbutable reserves 1n order to pay out
the 7p intenm dividend on 1 March 2011

The Capital reserve-rezlised shows gains/losses that have been realised in the period due to the sale of
mmvestments, and related costs The Capatal reserve-unrealised shows the gains/losses on investments still
held by the company not yet realised by an asset sale

Net Asset Value per Ordinary Share
31 December 2010

Basic Diluted
Net assets (£) 13,250,000 13,250,000
Number of Ordinary Shares 13,671,872 13,671,872
Net Assets Value per Ordinary Share (p) %9 91p 96.91p

There 15 a dilution 1mpact from the future 1ssuance of additional shares to effect the performance fee
payable to the Investment Manager Although the conditions of the performance fee have not been met at
the period-end, the following disclosure has been provided to show the impact as if the performance fee
was effected at the period end (see note 1)

Calculation of number of shares 31 December 2010
Basic Diluted
Number of Ordinary Shares 13,671,870 13,671,870

Dilutive effect of performance fee (see note 1) - -

At penod end 13,671,870 13,671,870
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15.

16.

17.

Reconciliation of total return before taxation to net cash inflow

from operating activities
Period ended 31

December 2010
£°000
Total loss before taxation (152)
Gains on mvestments (54)
Increase in debtors 39
Increase 1n creditors 133
Net cash inflow from operating activities (112)
Analysis of Changes in Net Funds
Period ended 31
December 2010
£000
Beginning of period -
Net cash inflow 2,374
As at period end 2,374

Financial Instruments

The Company’s financial instruments comprise 1ts investments, cash balances, debtors and certain
creditors Fixed Asset investments held are valued at Bid market prices, Net Asset Value, discounted
cashflow or at the price of recent investment 1n accordance with IPEVC guidelines (see note 1) The fair
value of all of the Company’s financial assets and liabilities is represented by the carrying value 1n the
Balance Sheet The Company held the fellowing categones of financial instruments, all of which are
included in the balance sheet at fair value at 31 December 2010

2010
£°000
Assets at fair value through profit or loss
Investments managed through Shore Capital Limited 10,923
Loans and receivables
Cash at bank and 1n hand 2,374
Interest, drvidends and other recetvables 87
Other finanecial hiabilities
Financial habilities measured at amortised cost (134)
13,250

Management of risk

The mamn nisks the Company faces from 1ts financial instruments n the current and prior period are
market price risk, being the risk that the value of investment holdings wall fluctuate as a result of changes
1n market prices caused by factors other than interest rate or currency movements, hquidity nsk, Credit
nsk, foreign currency risk and interest rate nsk The Board regularly reviews and agrees pohicies for
managing each of these nsks The Board’s policies for managing these risks are summansed below and
have been applied throughout the penod
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17.

Financial Instruments (continued)

Credit rnisk

Credit risk 1s the nisk that a counterparty to a financial instrument will fail to discharge an obligation or
commuitment that 1t has entered mto with the Company The Investment Manager momitors counterparty
risk on an ongoing basis The carrying amounts of financial assets best represents the maximum credit
risk exposure at the balance sheet date The Company’s financial assets maximum exposure to credit
risk 15 as follows

2010

£:000

Cash and cash equivalents 2,374
Interest, dividends and other receivables 87
2,461

The cash held by the Company at the peniod end 1s spht between a large double AA- rated U K bank
and a BBB rated South Afnican bank Bankruptcy or msolvency of the bank may cause the Company’s
nghts with respect to the receipt of cash held to be delayed or limited The Board momtors the
Company’s nisk by reviewing regularly the financial position of the bank and should 1t deteriorate
significantly the Investment Manager will, on instruchion of the Board, move the cash holdings to
another bank

Credit risk associated with interest, dividends and other receivables are predominantly covered by the
investment management procedures

All the mnvestments of the Company are held by Pershing Secunties Limited, the Company’s custodian
Bankruptcy or insolvency of the custodian may cause the Company’s rights with respect to securities
held by the custodian to be delayed or limited The Board momtors the Company’s nsk by reviewing the
custodian’s mternal control reports

Market price risk
Market price nsk anses mainly from uncertainty about future prices of financial instruments held by the
Company It represents the potential loss the Company mught suffer through holding market positions or
unquoted investments 1 the face of price movements The Investment Manager actively monitors
market prices throughout the period and reports to the Board, which meets regularly 1n order to consider
investment strategy

The Company’s strategy on the management of investment nsk 1s dnven by the Company’s investment
policy as cuthned 1n the Report of the Directors on page 7 The management of market price nsk 1s part
of the investment management process The portfolio 15 managed with an awareness of the effects of
adverse price movements through detailed and continuing analysis, with an objective of maximising
overall returns to shareholders
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17. Financial Instruments (continued)

Investments 1n unquoted investments pose higher price risk than quoted investments Some of that nisk
can be mitigated by close mvolvement with the management of the investee companies along with
review of their trading results to produce a conservative and accurate valuation

Investments in AiM traded companies, by their nature, involve a higher degree of nsk than investments
in the main market Some of that nisk can be mitigated by diversifying the portfolio across business
sectors and asset classes The Company’s overall market positions are momtored by the Board on a
quarterly basis

Investments 1n hedge funds can have a perception of lugh market price nsk The Company’s strategy 1n
respect of hedge funds 1s to mvest in funds that have underlying positions that are hquid and
ndependently marked-to-market

55 per cent of the Company’s investments are traded on AiM, listed on the London Stock Exchange or
other sumilar exchanges 34 per cent of the Company’s investments are quoted hedge funds and 11 per
cent are unquoted investments

The table below outlines the individual impact to the valuation of the investments of a 5 per cent change
to quoted stocks, quoted hedge funds and unquoted investments The change outlines the potenual
mcrease or decrease 1n net assets attributable to the Company’s shareholders and the total return for the

penod

2010
£000
Quoted bond funds 265
Quoted hedge funds 184
Quoted equity funds 35
Unquoted hedge funds 62
546

Liquidity risk

The Company’s two unquoted holdings are traded directly through the mvestment manager of the
investee fund and are considered to be readily realizable as they are redeemable at monthly stated NAVs
As at the period end, the Company had ne borrowings other than loan notes amounting to £1,000 (see
note 11)

The Company’s quoted hedge funds are also considered to be readily realisable as they are redeemable at
monthly stated NAVs

The Company’s hquidity nsk associated with investments 1s managed on an ongoing basis by the
Investment Manager in conjunction with the Directors and 1n accordance with policies and procedures 1n
place as descnibed 1n the Report of the Directors The Company’s overali hquidity risks are monitored on
a quarterly basis by the Board

The Company maintamns sufficient investments 1n cash and readily realisable secunties to pay accounts
payable and accrued expenses At 31 December 2010 these investments were valued at £2,374,000
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Puma High Income VCT plc

17. Financial Instruments (continued)

Fair value interest rate risk

The benchmark that determines the mterest paid or received on the current account 1s the Bank of

England base rate, which was O 5 per cent at 31 December 2010

At the penod end and throughout the period, the Company’s only liability subject to fair value 1nterest

rate nisk were the Loan Notes of £1,000 at 5 0 per cent (see note 11)

Cash flow interest rate risk

The Company has exposure to interest rate movements pnmanly through its cash deposits which track

the Bank of England base rate Dunng the period, the Company earned interest mcome from cash with

1ts custodian, Pershing Securities Limited and from deposits hetd with RBS, Lloyds and Investec

The benchmark that determines the interest paid or received on the current account 1s the Bank of

England base rate, which was O 5 per cent at 31 December 2010

Interest rate risk profile of financial assets

The Company’s financial assets, other than the fixed nterest loan stock mvestments noted above and

non-nterest bearing investments, are floating rate The following analysis sets out the interest rate nsk of

the Company’s financial assets

Period ended 31
Average  Period until December 2010
Rate status interest rate maturity £000

Cash at bank Floating rate ¥ 09% - 220
Cash at bank Fixed rate 165% 32 daynotice 2,154
Balance of assets

* Benchmark rate 15 Bank of England base rate, 0 5% at the peniod end

The non-interest bearing assets include investments 1n hedge funds and equity instruments that have no
fixed dividend or mterest rate

An increase of 1 per cent in UK base rate as at the reporting date would have mncreased the net assets
attibutable to the Company’s sharcholders and decreased the total loss for the period by £2,000 A
decrease of 1 per cent would have had an equal but opposite effect

Foreign currency risk

The reporting currency of the Company 1s Sterhng However, the Company holds one Eurc denominated
mvestment as well as Euro cash accounts As at the year end, the Sterling equivalent value of such
foreign vestments amounted to £547,000 representing 4 per cent of the Company’s net assets as at that
date

The Group enters into forward contracts for the sale of foreign currencies 1n order to hedge 1ts exposure
to fluctuations 1n currency rates 1n respect of these holdings These forward contracts are recorded at fair
value through profit and loss and any change 1n value 1s taken to the capital account Gains on unrealised
forward contracts at year-end were £18,000 and have been recorded in the Capital Reserve — unreahsed
The notional principal amounts of the outstanding forward foreign currency exchange contracts at 28
February 2010 were £568,000
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17.

18.

Financial Instruments (continued)

Fair value hierarchy
Fair values have been measured at the end of the reporting penod as follows -

Level 1 Level 2 Level 3
‘Quoted ‘Observable ‘Unobservable
Period ended 31 December 2010 prices’ mputs’ inputs’ Total
Financial assets
At fair value through profit and loss 9,687 1,236 - 10,923

Financial assets and liabilities measured at far value are disclosed using a far value hierarchy that

reflects the sigmficance of the inputs used in making the fair value measurements, as follows -

¢ Level 1 - Unadjusted quoted prices 1n active markets for identical asset or liabilities (‘quoted prices’),

e Level 2 — Inputs (other than quoted prices 1n active markets for identical assets or habilities) that are
directly or indirectly observable for the asset or liability (*observable mputs’), or

¢ Level 3 — Inputs that are not based on observable market data (‘unobservable mputs’)

The Level 3 investments have been valued at the pnice of recent investment, Net Asset Value or

discounted cashflow based on post penod end redemptions 1 line with the Company’s accounting

policies and IPEVC guidelines

Capital management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as
a gomg concern, so that 1t can continue to provide returns for shareholders and to provide an adequate
return to shareholders by allocating 1ts capatal to assets commensurate with the level of nsk

By its nature, the Company has an amount of capntal, at least 70% (as measured under the tax
legislation) of which 15 and must be, and remain, invested in the relatively high risk asset class of small
UK compames within three years of that capital being subscribed

The Company accordingly has limited scope to manage 1ts capital structure 1n the light of changes in
economuc condihons and the nisk charactenstics of the underlying assets Subject to thus overall
constraint upon changing the capital structure, the Company may adjust the amount of dividends paid to
shareholders, return capital to shareholders, 1ssue new shares, or sell assets if so required to maintain a
level of liquidity to remain a going concern

The Board has the opportunuty to constder levels of gearing, however, there are no current plans to do so
It regards the net assets of the Company as the Company’s capital, as the level of habilities 1s small and
the management of it 1s not directly related to managing the return to shareholders There has been no
change 1n tlus approach from the previous period

37




Puma High Income VCT plc

Notes to the Accounts
For the period ended 31 December 2010

19. Contingencies, Guarantees and Financial Commitments
There were no commilments, contingencies or guarantees of the Company at the period-end

20. Controlling Party and Related Party Transactions
In the opinon of the Directors there 1s no immediate or ulimate controlling party

The Company has appointed Shore Capital Limited, a company of which Graham Shore 1s a director, to
provide mvestment management services Duning the penied £197,000 was due 11 respect of investment
management fees The balance owing to Shore Capital Limited at the period-end was £67.000

The Company has appointed Shore Capital Fund Administration Services Limited, a related company to
Shore Capital Limited, to provide accounting, secretanal and admmistrative services During the period
£35,000 was due 1n respect of these services The balance owing to Shore Capital Fund Admimstration
Services Limuted at the peniod-end was £12,000

As detailed 1n the prospectus of the fund, 1ssue costs of 2% were charged to cover the cost of launching
the fund In July 2010 a payment of £149,000 was made 1o Shore Capital Ltd 1n relation to these 1ssue
costs

21.  Subsequent events
On 2 February 2011, the Company obtained court orders for a capital reconstruction whereby 1t
cancelled 1ts share premium account The purpose of the reconstruction was to maxmuse 1ts distributable

reserves 1n order to afford the company greater flexibility going forward regarding dividends and
potential share buy-backs
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