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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in
any doubt as to the action to be taken, you should contact your stockbroker, solicitor, accountant or other
professional adviser, authorised under the Financial Services Act 1986 immediately. If you have scld or
otherwise transferred all your shares in the Company please complete Box 11 of the accompanying
Priority Application Form and deliver it together with this document to the stockbroker, bank or other

agent through whom the sale or transfer was effected for ransmission to the purchaser or transferee. '

Caopies of this document (“the Prospectus”) relating to Capital for Companies VCT pic (“the Company™)
prepared in accordance with the listing rules made under section 142 of the Financial Services Act 1986,
have been delivered to the Registrar of Companies in England and Wales in accordance with section 149
of that Act.

The Directors of the Company, whose names appear on page 4, accept responsibility for the information
contained in this document. To the best of the knowledge and belief of the Directors (who have taken at
reasonable care to ensure that such is the case) the information contained in this document is in
accordance with the facts and does not omit anything likely to affect the import of such information,

Application has been made to the London Stock Exchange for the New Ordinary Shares proposed to be
issued pursuant to the Offer referred to in this document to be admitted to the Official List. It is expected
that admission will become ecffective and dealings in the New Ordinary Shares will commence in
accordance with the timetable set out on page 3 of this document.

CAPITAL FOR COMPANIES VCT plc

(Incorporated and registered in England and Wales under the Companies Act 1985
with registered number 3145895)

OPEN OFFER AND OFFER FOR SUBSCRIPTIQN

of 5,564,780 New Ordinary Shares of 10p each at 100p per share

Sponsored by Peel, Hunt & Company Limited
and distributed by BWD Rensburg Limited

Share capital immediately following the Offer on the basis that the Offer is fully subscribed

Authorised Issued
Number Amount Number Amount
11,000,000 £1,100,000 Ordinary Shares of 10p each 10,000,000 £1,000,600

Peel, Hunt & Company Limited is acting exclusively for Capital for Companies VCT plc in connection
with the Offer and no one else and will not regard any other person as its customer or be responsible to
any other person for providing protections afforded to customers of Peel, Hunt & Company Limited or
for providing advice in relation to the Offer.

Completed Priority Application Forms must be posted or delivered by hand to Northern Registrars
Limited, Northern House, Penistone Road; Fenay Bridge, Huddersfield HDS 0LA so as to be received by
3.00 pm on 3 March 1997, and Application Forms must be posted or delivered by hand to the same
address 50 as to have been received by 10.00 am on 3 April 1997 in respect of Application Forms for the
tax year 1996/97, and by 10.00 am on 30 April 1997 in respect of Application Forms for the tax year
1997/98.
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Open Offer
Record date for the Open Offer ' 20 January 1997
Latest time for splittir-ng Priority Application Forms 3.00 pm 27 February 1997 _
Latest time fof receipt of completed Priority Application Forms and 3.00 pm 3 March 1997
payment in full under the Open Offer
Dealings to commence in Open Offer Shares 10 March 1997

Dealings to commence in Offer for Subscription Shares for tax year 9 May 1997
1997/98
Definitive certificates for Offer for Subscription Shares for tax year 16 May 1997
1997/98 despatched by

r
Offer Price 100p
Maximum number of New Ordinary Shares to be issued 5,564,780
Number of Open Offer Shares ‘ 5,544,025
Maximum number of New Ordinary Shares available to the Offer for 5,564,780
Subscription (subject to clawback)
Minimum number of New Ordinary Shares available to the Offer for 20,755
Subscription
Maximum net proceeds of the Offer £5,277,473 .
Maximum expected costs of the Offer £287,307

Fonlh
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Expected Timetable

Definitive certificates for Open Offer Shares despatched by

Offer for Subscription
First closing date under the Offer for Subscription (tax year 1996/97)

Dealings to commence in Offer for Subscription Shares for tax ycar
1996/97

Definitive certificates for Offer for Subscription Shares for tax year
1996,/97 despatched by

Second closing date under the Offer for Subscription (tax year 1997/98)

17 March 1997

10.00 am 3 April 1997
10 April 1997

17 April 1997

10.00 am 30 April 1997
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Directors, Manager and Advisers

Non-Executive Directors

Richard Bearder de Zouche OBE, FCA Chairman
William Michael Cran

Richard Godfrey Battersby BA, FCA, JDipMA
Barry Aubrey Anysz BComm, AMSI

Timothy Charles Jason Wood FCA, MSI

all of;
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Canal Wharf Walker Morris
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— o
Michael John Dickinson FCA, AMSI
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Manager : KPMG Audit Plc o
Capital for Companies . e
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Stockbroker goxem ﬁcgisu'ars Limited
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100 Old Hall Street Fenay Brida
LIVERPOOL cnay BSricge
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hﬁmmmmmmmmmmnmome, have the following

meanings.
“Admission”

“ATM™

“Annual Running Costs”

“Application Form” or
“Application Forms”

“Beneficial Shareholders”

“BES”
“Board” or “Directors”

“BWD Rensburg”

“CGT”
“Company” or “CFC VCT”
- “Enduring Declaration”

“Fixed Interest Securities”
“the Flotation”

“London Stock Exchange”
“Management Agreement”

“the Manages” or “CFC”
“Manager’s Options”

“New Ordinary Shares”
“Notional Entitlement”

“Offer”
“Offer for Subscription”

g00

admission of the New Ordinary Shares to the Official List of the London
Stock Exchange :

the Alternative Investment Market of the London Stock Exchange

the annual costs incurred by the Compan.y in the ordinary course of its
business (including irrccoverable VAT)

the application forms in respect of the Offer for Subscription set out at
the end of this document

beneficial owners of Ordinary Shares at the Record Date whose holdings
are registered in the name of a nominee

Business Expansion Scheme

the directors of the Company whose names appear under “Directors,
Manager and Advisers” on page 4 of this document

BWD Rensburg Limited, a subsidiary of BWD Securities PLC, a member
of the London Stock Exchange and regulated by The Securities and
Futures Authority Limited

Capital Gains Tax
Capital for Companies VCT plc

the Enduring Declaration contained within each of the Application
Forms and the Priority Application Form

principally fixed interest Government stocks and other fixed interest
stocks or cash deposits '

the admission of the Company’s ordinary share capital to the Official
List by way of a placing and offer for subscription, as set out in the
Company's prospectus dated 6 March 1996

London Stock Exchange Limited

the agreement between the Company and BWD Rensburg, details of
which are set out in paragraph 7(a) of Part VII of this document

Capital for Companies, a division of BWD Rensburg

the options granted to BWD Rensburg to subscribe for 403,202 Ordinary
Shares on the basis described herein

the 5,564,780 Ordinary Shares to be issued pursuant to the Offer

the number of Open Offer Shares offered to the nominee of a
Beneficial Shareholder as his/her nominee under the Open Offer and
not taken up by the nominee

the Open Offer and the Offer for Subscription taken as a whole

the offer to the public to subscribe for the Offer for Subscription Shares
on the terms and conditions set out herein
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“Offer for Subscription
Shares”

“Offer Price”
“OFEX”

“Official List”
“Open Offer”

*Open Offer Shares”
“Option Agreement”

“Ordinary Shares”
“Peel Hunt™ |
“Priority Application Form”

“Qualifying Company”
“Qualifying Holding”
“Qualifying Shareholders”

“Record Date”
“Shareholders™
“Sponsorship Agreement”

“Unquoted UK Company”
“VAT”

“Venture Capital Trus¢” or
“vGor” '

6 , CAPITAL FOR COMPANIES
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the 5,564,780 New Ordinary Shares subject to the Offer for Subscription

100p per Ordinary Share

Shares traded other than under the rules of the London Swock
Exchange, by JP Jenkins Limited

the Official List of the London Stock Exchange

the open offer to Qualifying Shareholders to subscribe for the Open
Offer Shares on the terms and conditions set out herein

the 5,544,025 New Ordinary Shares subject to the Open Offer

the agreement between the Company and BWD Rensburg setting out
the terms and conditions on which the Manager's Options were
granted, details of which are sct out in paragraph 7(b) of Part VII of this
document

ordinary shares of 10p cach in the capital of the Company
Peel, Hunt & Company Limited

the application form despatched to Qualifying Shareholders with this
document for use in connection with the Open Offer

a company as described in Part VI of this document
a holding as described in Part V1 of this document

holders of Ordinary Shares on the register of members of the Company
on the Record Date to whom (save as otherwise provided in Parts Il and
VIII in relation to certain overseas Shareholders) the Open Offer is
made

29 January 1997
holders of Ordinary Shares

the agreement between the Company, the Directors and Peel Hunt,
details of which are set out in paragraph 7(e) of Part VII of this
document

a UK company whose shares are not quoted on any recognised stock
exchange but which may be traded on AIM

Value Added Tax
a venture capital trust as defined in section 842AA of the Income and

“Corporation Taxes Act 1988

¢360 757 1410
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Key Information
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This information is derived from, and should be read in conjunction with, the full text of this document, Attention is also
drauwn to the visk factors set out in Part V of this document.

* Venture Capital Trusts (VCTs) are designed te cost of £883,000, and has committed £200,000 to

provide shareholders with z tax efficient vehicle
in which to invest so as to achieve attractive
returns from a portfolio of mainly unquoted
shares and securities.

* Capital for Companies VCT plc (CFC VCT) is a

venture capital trust which was floated on the
London Stock Exchange in April 1996, when it
raised approximately £3.8 million (after costs); a
further £389,000 (after costs) has been raised
since.

¢ The Company now intends to raise up to

£5,564,780 (before costs) in order to:

s fund larger investtnents without the need for
syndication

® increase the number of investments

¢ increase income without a corresponding
increase in fixed administrative costs,

¢ The tax benefits available to investors on

subscription for New Ordinary Shares are:

* income tax relief at the lower rate (currently
20 per cent.) on the cost of the investment

® CGT deferral on gains re-invested

» tax free dividends and capital gains.

Subscribers for New Ordinary Shares may be able
to combinc these benefits to qualify for total
initial tax relief of up to 60 per cent. Shareholders
must hold shares in a VCT for at least five years in
order to retain the income tax benefits on
subscription. Attention is drawn to Part VI which
sets out further details.

CFC VCT’s venture capital activities are managed
by Capital for Companies (CFC), a division of
BWD Rensburg, one of the largest firms of
investment managers based in the North of
England and a subsidiary of BWD Securities PLC,
Capital for Companies is a member of the British
Venture Capital Association (BVCA} and has
raised and managed or invested approximately
£100 million since it was established in 1988.
During 1996 CFC invested £2.5 million in nine
companies including three on behalf of CFC
VCT, Apart from managing investments on behalf
of the Company, CFC currently manages
21 investments in unquoted companies valued at
approximately £4.4 million (Sourcer BWD
Rensburg). CFC VCT is currently the Manager's
only vehicle for new investrents,

Since the Flotation the Company has made three
investments in Qualifying Companies at a total

CAPI1
ALTD ©eITT

a fourth investment. The Manager continues to
receive a good flow of investment opportunities.
The three completed investments represent
approximately one third of the current funds
which are required to be invested in Qualifying
Companies,

Funds not immediately required for investment
in unquoted companies are invested in Fixed
Interest Securities, quoted equities, and unit
trusts. These funds are managed by BWD
Rensburg and BWD Rensburg Unit Trust
Managers Limited.

The company'’s first interim results for the period
from incorporation to 31 October 1996 reported
profits before tax of £197,000, returns per share
of 3.92 pence, and net assets per share of 98.4
pence, as compared with net assets per share of
94.6 pence at the time of the Flotation. Net assets
per share had risen to 101 pence by 31 December
1996,

Existing Qualifying Shareholders have the
opportunity to subscribe, in priority to the public,
for 5,544,025 New Ordinary Shares under the
Open Offer, on the basis of 5 New Ordinary
Shares for every 4 held by them at the Record
Date. Existing Qualifying Shareholders will
receive a Priority Application Form on which to
apply for the Open Offer Shares.

The New Ordinary Shares are also being offered
to the public under the Offer for Subscription
although 5,544,025 New Ordinary Shares are
subject to clawback by Qualifying Shareholders
under the Open Ofer.

Applications under the Offer for Subscription
may be made in tax years 1996/97 and/or
1997/98. Priority applications under the Open
Offer may only be made in tax year 1996/97,
although Qualifying Shareholders wishing to
subscribe for part of their priority entitlement in
1997/98 will be guaranteed allotment if they
subscribe for that part under the Offer for
Subscription before 3.00 pm on 3 March 1997.

Since the Company is established, the Qffer for
Subscription will proceed irrespective of the
number or value of applications received under
the Open Offer or the Offer for Subscription.
Application Forms for the Offer for Subscription
are on page 43 for tax year 1996/97, and page 45
for tax year 1997/98.

2960 757 1410
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Background to the Company

&

Introduction

VCTs are companies, similar to investment trusts,
which are quoted on the Official List of the
London Stock Exchange and specialise in
investment in unquoted companies. VCTs were
introduced by the Finance Act 1995 to encourage
investment in unquoted companies, and can offer
significant tax benefits to the private investor,
particularly to those subscribing for new shares.
The range of tax benefits and an illustration of
their effect are set out in Parts III and VI of this
document. The tax benefits available to a VCT
and the private investor are subject to a range of
qualifying criteria, details of which are set out in
Part VI of this document.

The Government is keen to stmulate the flow of
funds into the unquoted companies sector which
is of growing importance to the UK economy.
There is still an “equity gap” where smaller
developing companies find difficulty in raising
new share capital to fund their continued growth,
especially with transactions below £0.5 million
where setup costs, including legal and
investigation fees, can take up a relatively high
proportion of the total investment. VCTs are now
seceking to fill this “equity gap” by targeting
venture capital investments at the smaller
developing company.

Invesunent in unquoted companies whilst a long
term process, can be highly profitable. Over the
three years ended 31 December 1996 the average
annual compound return from shares in listed
investment trusts {(excluding VGTs) specialising in
unquoted companies was 17 per cent. (Source:
Association of Investment Trust Companies, Monthly
Information Service, December 1996). However,
investment in unquoted companies is subject to
the risks which are set out in Part V of this
document.

Capital for Companies VCT plc

CFC VCT started trading in April 1996 with the
objective of providing investors with a tax efficient
investment opportunity offering potentially high
returns paid out as dividends and capital profits.
The Company’s Ordinary Shares were admitted to
the Official List on 15 April 1996 when it issued
4,032,000 Ordinary Shares, .and.
approximately £3.8 million (after costs) by means
of a placing and offer for subscription. Since the

Flotation, the Directors have issued a further
403,200 Ordinary Shares at £1 each to raise
approximately £389,000 after costs.

An investment in the Company is intended to give
Sharcholders an interest in a diversified portfolio
of mainly unquoted companies which offer the
possibility of providing an above average return
when they are eventually sold or achieve a listing
on the London Stock Exchange, AIM or OFEX.

Current trading

The Company released its interim results for the
period from incorporation to 31 October 1996 on
10 December 1996, which reported profits before
tax of £107,000, returns per share of 3.92 pence,
and a net asset value per share of 98.4 pence, as
compared with net assets per share of 94.6 pence
per share at the time of the Flotation. A full
accountants’ report on the interim results is
presented in Part IV of this document. Net asset
value per share had increased to 101 pence by
31 December 1996,

raised.

Since the Flotation, the Company has made three
investments in Qualifying Companies at a total
cost of £983,000. The investments made have
been in Chadwick Web Processing ple, a
manufacturer of printing machinery for the
packaging industry, Cirqual plc, a manufacturer
of aluminium extrusions, thermoplastics and
precision fabrications; and Goldstar (Natural
Fruit Juices) Ltd which manufactures and
packages soft still drinks and fruit juices. Further
details of these investments are set out in
paragraph 9 of Part VI of this document. A
further £200,000 has been committed to 2 fourth
investment which is conditional upon the
Manager’s final review and investigation.

The three investments in Qualifying Companies
made to date represent 24 per cent. of the total
funds available for investment, and 33.8 per cent.
of the current funds which are required to be
invested in Qualifying Companies. The VCT
legislation requires that 70 per cent. of the total
funds available for investment by a VCT are
invested in Qualifying Companies,

* The balance of the Company's fund currently not

invested in Qualifing Companies remains
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invested in Fixed Interest Securities, quoted
equities and unit trusts.

The Company continues to receive a good flow of
investment opportunities, a number of which are
in an advanced stage of negotiation. The
Directors are confident that the remaining funds
available for investment in Qualifying Companies
will be invested well within the timetable set out
by the VCT legislation as described in the section
headed “VCT requirements” in Part II of this

document.

Management

The Company’s venture capital activities are
managed by Capital for Companies, a division of
BWD Rensburg, one of the largest firms of
investment managers based in the North of
England. BWD Rensburg is a subsidiary of BWD
Securities PLC which is quoted on the London
Stock Exchange. CFC has offices in Leeds and
Liverpool, with four investment executives and
one investment consultant supported by five
administrative and accounting staff. CFC is a
member of the British Venture Capital
Association (BVCA).

Apart from managing the Company, CFC also
manages 21 investments in unquoted companies
with a current value of approximately £4.4
million. CFC VCT is currently the Manager’s only
vehicle for making new investments, There is
therefore no conflict of interest with any other
fund managed by CFC, Since CFC was established
in 1983 it has raised and managed or invested
approximately =~ £100  million, including
£77.5 million on behalf of 16 companies under
the BES Assured Tenancy Legislation (Source:
BWD Rensburg).

As an established provider of equity capital in the
North of England, CFC receives a steady deal flow
which the Directors believe is an essential
ingredient to successful venture capital
investment. In 1996 the Manager invested
£25 million in nine unquoted companies
including three on behalf of CFC VCT' (Source:
BWD Rensburg). The Manager has an extensive
network of accountants, bankers, corporate
finance advisers and other venture capital
institutions which refer proposals for appraisal
and selection.

CFC has developed effective procedures for post
investment monitoring and support of investee
companies by means of board representation and
regular review of management accounts, budgets
and capital expenditure,

Those funds not immedjately required by CFC
VCT for investment in unquoted companies will
continuc to be invested by BWD Rensburg in
Fixed Interest Securities and quoted equities, or
unit trusts managed by BWD Rensburg Unit Trust
Managers Limited. The Company has invested in

c
o101 X
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BWD Rensburg’s UK Equity Income Trust and

UK Smaller Companies Trust which were ranked
respectively Bth out of 87, and 7th out of 75
similar unit trusts for the year to 31 December
1996 (Source: Micropal).

Investment team
CFC’s investment team comprises:

Barry Anysz (47), who has more than 25 years
experience in the venture capital industry having
started his career in 1971 with the Industrial and
Commercial Finance Corporation (ICFC), now
3i ple. He was with 3i plc undl 1983, latterly as
area manager of their Leeds office. In 1983 he
formed CFC which in 1988 became part of BWD
Securities PLC just prior to its flotation, He is a
non-executive director of Wescol Group plc, a
company in which CFC invested in 1988, and
which is now quoted on the London Stock
Exchange. He is also a director of BWD Securities
PLC, and a number of other companies in which
CFC has invested.

Michael Dickinson (47), is a Chartered Accountant.
He worked for Price Waterhouse for ten years
untl leaving to establish his own consultancy
business in 1985. He joined CFC in 1987. He is
responsible for the Company’s accounting and
administration. He is group finance director and
Company Secretary of BWD Securities PLC.

Kenneth Abbott (56), 1s a Chartered Accountant.
He is responsible for CFC's Liverpool office, and
also manages the CLM Unit Trust which
specialises in investing in companies based in the
North West of England. He is a director of a
number of companies in which CFC has invested.

Andrew Needham (32), graduated in Mechanical
Engineering and spent ten years in marketing and
management roles with David Brown Gear
Industries Limited and Brook Crompton
Parkinson Limited, then part of the Hawker
Siddeley group. He then moved into the leisure
industry before obtaining an MBA. He joined CFC
as an investment exccutive in early 1995,

Melanie Perkins (42), graduated from Oxford
University with a degree in physics. She was with
3i plc from 1977 to 1993, latterly as investment
director in the Yorkshire region. She is retained
by CFC as an investment consultant with extensive
contacts in the South Yorkshire and Derbyshire
area.

Investment policy

The Company intends to continue to invest in
new issues of ordinary and preference shares or
loan stock primarily in established, developing
Qualifying Companies, The Manager will not
invest in startups, but may invest in

VCT PLCI
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companies at an early stage of their development.
Investee companies are expected to be:

* Those secking expansion capital
¢ Management buy-outs and buy-ins
¢ Those admitted or seeking admission to AIM

These companies are likely, though not
exclusively, to be in the North of England. Most of
the companies in which CFC has invested in to
date have been in the North of England,

Manager’s fees and performance incentive

CFC VCT has entered into the Management
Agreement with BWD Rensburg, under the terms
of whick CFC is responsible for managing the
Company and its portfolic of assets, procuring
and paying for the services of other BWD
Securities PLG group companies on behalf of the
Company and delegating the management of the
Company’s quoted shares and Fixed Interest
Securities portfolio to BWD Rensburg, and unit
trusts to BWD Rensburg Unit Trust Managers
Limited. The Management Agreement places a
ceiling on the management fees paid by the
Company to CFC. The Management Agreement,
further details of which are set out in
paragraph 7(a) of Part VII of this document, is
subject to overall supcrvision by the Directors.

CFC VCT has also entered into the Option
Agreement with BWD Rensburg as a performance
incentive for the Manager, under which BWD
Rensburg holds options on behalf of the Manager
over 403,202 Ordinary Shares (being 10 per cent.
of the Company’s issued share capital at the time
of the Flotation and 4 per cent. of the Company’s
issued share capital assuming the Offer is
subscribed for in full), exerciseable at 80 pence
per share between 2001 to 2005 subject to the
Company’s share price reaching at least £1.20.
Further details of the Option Agreement are set
out in paragraph 7(b) of Part VII of this
document. It is the Directors’ intention to
increase the options available to the Manager at a
later date, so as to give the Manager options over
10 per cent. of the Company's enlarged issued
share capital following closure of the Offer,

Dividend policy

The VCT legislation requires that the Company
must distribute at least 85 per cent. of its income
from shares and securities in each year. As
indicated in the Company's prospectus dated
6 March 1996, the Directors anticipate that the
initial dividend will be paid as a final dividend for
the period from the Flotation to 30 April 1997
and will produce an initial gross dividend yield
equivalent to 4 per cent. per annum. The
Directors expect to pay interim and final
dividends from the period commencing I May

CAPITAL FOR COMPANIES var
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1997 onwards. As the portfolio of Qualifying
Holdings grows, investments in Qualifying
Companies will continue to be structured so as to
produce a high yield by the use of preference
shares and loan stock. New Ordinary Shares
issued pursuant to the Offer will not rank for the
final dividend paid in respect of the period from
the Flotation to 30 April 1997 but will rank for all
dividends thereafter.

The Company is structured as an investment
company for the purposes of the Companies Act
1985, and will remain as such until the Directors
decide otherwise,

Annual Running Costs

Annual Running Costs will be no more than
3.5 per cent. (plus any applicable VAT) of the net
assets of the Company (inclusive of the annual
management fee payable to CFC as explained in
paragraph 7(a) of Part VII of this document).
BWD Rensburg has agreed that should the
Annual Running Costs exceed 2.5 per cent. per
annum in the first period from 1 April 1996 to
30 April 1997, 3 per cent. per annum in the
second year to 30 April 1998, and 3.5 per cent. per
annum thereafter (in cach case plus any
applicable VAT) of the net assets of the Company
any excess will be refunded by CFC or BWD
Rensburg to the Company by way of an
adjustment to the management fee. Up to 50 per
cent. of the Annual Running Costs may be
charged to capital. :

Life of the Company

The Directors intend to propose an ordinary
resolution at the Company’s annual general
meeting in 2002 to confirm that it should
continue as a VCT. If the resolution is not passed
the Directors will, within 12 months of the date of
the relevant meeting, prepare and submit to
Shareholders (for approval under a special
resolution) proposals for the re-organisation or
reconstruction of the Company and if such
proposals are not passed, a special resolution
requiring the Company to be wound up
voluntarily, ¥ Shareholders decide to continue
the Company as a VCT, similar resolutions will be
proposed at every third subsequent annual
general meeting.

Accounts

It is the Directors’ intention to change the
accounting reference date of the Company from
30 April to 28 February in order to ensure that the
Company has the maximum period available to
satisfy VCT requirements regarding investments
in Qualifying Holdings. Accordingly the second
financial period of the Company will be for the
10 months ending on 28 February 1998.
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VCT status monitoring

As it is essential to ensure that the Company
maintains VCT status, CFC intends to consult
both the Company’s solicitors and auditors of the
investee company before completing any
investment. The Company's solicitors and
auditors will also review the investment portfolio
on a regular basis and will work closely with the
Manager who will report directly to the Board.

Directors
The Board includes a majority of directors
independent of the Manager consisting ofi

Richard de Zouche OBE, FCA (64), is Non-Executive
Chairman. Having qualified as a chartered
accountant in 1955, he became a partner at
Wilson de Zouche Mackenzie in 1957, and was
senior partner there from 1981 until September
1995, He is currently Deputy Chairman of
Birmingham Midshires Building Society, and
Chairman of The Merseyside Estates Limited.
William Cran (47), is a Non-Executive Director. He
has over 22 years experience in the instalment
credit and leasing industries. He formed and
managed Rydale Finance (Commercial) Limited
in 1979 which he sold to Catties plc in 1984, In the
same year he founded The Birkby Group Limited,
which was a provider of instalment credit,
workshop and office units, and commercial
vehicle hire. In August 1992 The Birkby Group
Limited was acquired by the Finlan Group plcina
reverse takeover, which subsequently changed its
name to Birkby ple, He has been Chief Executive
of Birkby plc since the time of the reverse
takeover, and is also currently Non-Executive
Chairman of Headway plc, a manufacturer of
acoustic enclosures, packaging materials, and
sofa-beds.

Richard Battersby BA, FCA, JDipMA (54), is a Non-
Executive Director. Following his early career as a
chartered accountant in public practice he moved
into industry, initially with The Royal Bank of
Scotland plc, then with Heenan Spark Limited.
He was a Director of The Royal Bank of Scotland
Group's development capital subsidiaries from
1974 to 1983, In 1984 he joined the management
buy-out team that acquired Kirkby Central Group
Limited. After the sale of that company in 1987 to
Plaxton Group plc, a listed coach and motor
vehicle dealer and coach builder, he became
Finance Director of the enlarged group until
1991. He is currently Chairman of AG Holdings
plc, a position he took up prior to that company’s
flotation in June 1993, Chairman of Crowe
Advisers Limited, a Lloyd’s members agent, and
Neric Limited, a family investment and finance
group. He is also a Non-Executive Director of
Castle Mill International plc.
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Barry Anysz BComm, AMSI (47), is a Non-Executive
Director. His details are given on page 9 of this
document.

Timothy Wood FCA, MSI (54), is a Non-Executive
Director. Having qualified as a chartered
accountant in 1966, he joined Rensburg and Co.,
stockbrokers, in 1968 where he became a partner
in 1969. In 1988 he became a Director of BWD
Securities PLC, following their acquisiion of
Rensburg and Co.
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Background to and reasons for the Offer

In the circular sent to Shareholders on 10 January
1997, the Directors set out their intention to raise
approximately a further £5.56 million (before
costs) so as to increase the size of the fund, which
they are confident will be of benefit to the
Company. The VCT legislation currently states
that the maximum investment by a VCT in a
Qualifying Company is 15 per cent. of the total
funds available for investment. However, the
Directors believe it is prudent to invest no more
than 10 per cent. in any one Qualifying Company,
giving a current maximum investment size of
approximately £440,000. This limits the
Company’s ability to consider larger investment
proposals which have either been declined or
syndicated, as was the case with Goldstar (Natural
Fruit Juices) Limited, which required £750,000,
This amount was syndicated with another VCT.

The raising of further funds will:

* enable the Company to fund larger
investments on its own without the need for
syndication

* increase the number of investments made by
the Company

* increase the Company’s income without a
corresponding increase in fixed administrative
costs,

Accordingly 5,544,025 New Ordinary Shares are
being offered to Qualifying Shareholders
(representing 99.6 per cent. of the New Ordinary
Shares) pro rafz to their existing holding of
Ordinary Shares on the register at the Record
Date under the Open Offer. The New Ordinary
Shares are being offered to the public under the
Offer for Subscription, although 5,544,025 New
Ordinary Shares are subject to clawback to satisfy
valid applications under the Open Offer which
will close at 3.00 pm on 8 March 1997, Further
details of the Offer are set out below.

The Offer for Subscription is made pursuant to
the authority granted to the Directors at the
extraordinary general meeting held on
8 February 1997, which gave the Directors the
authority to issue Ordinary Shares for cash other

Shareholders. This authority will be used only in
connection with the Offer for Subscription as set
out in this document and will, to the extent
unused, lapse at the close of the Offer for
Subscription.

TheNewOrdinm-ySharuwillnotrankforany
final dividend in respect of the period from
incorporation to 80 April 1997. In all other
respects the New Ordinary Shares will rank pari
passu with the existing Ordinary Shares in issue,
The allotment and issue of New Ordinary Shares
under the Offer is not conditional on the passing
of any Shareholder resolutions, or the admission
of the New Ordinary Shares to the Official List,
but is conditional on the Sponsorship Agreement
referred to in paragraph 7(e) of Part VII of this
document having become unconditional in all
respects not later than 5.30 pm on 7 February
1997 or such later time as the Company and Peel
Hunt may agree and Peel Hunt not having
terminated its obligations thereunder.

VCT requirements

In order to maintain the Company’s VCT status
under current law, at least 70 per cent. of any
additional funds raised by the Offer, together with
those raised at the time of the Flotation and
subsequently will require to be invested in
Qualifying Holdings by no later than 1 March
1999, being the commencement of the proposed
new financial period of the Company, not more
than threc years after 3 April 1996, the day on
which the Inland Revenue gave provisional
approval of VCT status to the Company. This will
give the Company approximately two years in
which to satisfy the criteria for any new funds
raised by the Offer, If the criteria is not satisfied,
approval of the VCT may be withdrawn and may
be deemed never to have been given. Attention is
drawn to paragraph 6 of Section B of Part VI of
this document which sets out the consequences of
withdrawal of such approval, The Directors are
confident, however, that the Company can satisfy
the criteria within the two year period.
Furthermore, under draft legislation proposed by
the Finance Biil 1997, additional funds raised by a
VCT may be subject to a new three year period in

than on a preemptive basis to existing which to satisfy the criteria.
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Costs of the Offer

The costs of the Offer are subject to an indemnity
agreement with BWD Rensburg, further details of
which are set out in paragraph 7(d) of Part VII of
this document. Under this agreement the costs of
the Offer (inclusive of commissions paid to
independent financial advisers), under any
circumstances, will be exactly five per cent. of the
gross Offer proceeds, plus any irrecoverable VAT.

Open Offer to Qualifying Shareholders
The Company, hereby invites Qualifying
Shareholders, subject to the terms and conditions
set out in Part VIII of this Document and in the
Priority Application Form, to apply for the Open
Offer Shares at the Offer Price, free of all
expenses, payable in full on application, on the
basis of:
5 Open Offer Shares for every 4 existing
Ordinary Shares
held at the Record Date, and so in proportion for
any other number of Ordinary Shares then held.
Entitlements of Qualifying Sharcholders will be
rounded down to the nearest whole number of
Open Offer Shares. Fractional entitlements that
would otherwise have arisen will not be allotted to
Qualifying Sharcholders but will be aggregated
and offered under the terms of the Offer for
Subscription for the benefit of the Company, as
described herein.

Qualifying Shareholders will receive a Priority
Application Form accompanying this document
and should wuse this form in making an
application under the Open Offer. In order to
obtain the available tax reliefs in tax year 1996/97
Qualifying Sharcholders are required to complete
the Enduring Declaration contained in the
Priority =~ Application = Form. Qualifying
Shareholders may apply for any whole number of
Open Offer Shares up to their maximum
entitlement, indicated in Box 2 on the Priority
Application Form. No application in excess of the
maximum entitlement will be met under the
terms of the Open Offer, and any Qualifying
Shareholder so applying will be deemed to hav

applied only for his/her maximum entitlement.

Qualifying Sharcholders wishing to subscribe for
New Ordinary Shares in excess of their maximum
fro rate entitlement or for part of their pro rata
entitlement to New Ordinary Shares in tax year
1997/98 may do so under the terms of the Offer
for Subscription, details of which are set out
below, using the Application Forms at the back of
this document. Allotment of New Ordinary
Shares to Qualifying Shareholders under the
Offer for Subscription in excess of their pro rata
entitiement is not guaranteed, but will be at the
absolute discretion of the Company after
consultation with Peel Hunt, in accordance with
the texms of the Offer for Subscription,

CAPITaAL ruvn t.z-'u
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Application under the Open Offer may only be
made on the enclosed Priority Application Form,
which is personal to the Qualifying Shareholder
named therein and may not be assigned,
transferred or split except to satisfy bona fide
market claims, Qualifying Shareholders who have
sold or transferred all or part of their registered
holdings are advised to consult their stockbroker,
bank or other agent through or by whom the sale
or transfer was effected as soon as possible since
the benefits arising under the Open Offer may be

- claimed from them by purchasers under the Rules

of the London Stock Exchange. The Priority
Application Form represents a right to apply for
Open Offer Shares. It is not a document of title
and cannot be traded. Qualifying Shareholders
should be aware that the Open Offer is not
rights issue and that those Open Offer Shares not
taken up by them will not be sold in the market for
their benefit upon closure of the Open Offer.
After 3 March 1997 Qualifying Shareholders’ pre-
emptive rights to subscribe for the Open Offer
Shares will lapse and such Ordinary Shares may
then be issued to those members of the public or
Beneficial Shareholders who have applied for
New Ordinary Shares under the terms of the
Offer for Subscription. The latest time for receipt
of completed Priority Application Forms and
payment in full under the Open Offer Is 3.00 pm
on 3 March 1997.

Subscription for the Open Offer Shares is only
possible in tax year 1996/97. If Qualifying
Sharcholders have insufficient tax lLabilities in
respect of tax year 1996/97 to fully utilise VCT tax
reliefs in tax year 1996/97, or wish to invest an
amount which, when aggregated with other VCT
investments in tax year 1996/97 exceceds
£100,000, they may wish to subscribe for New
Ordinary Shares in tax year 1997/98 under the
Offer for Subscription. Qualifying Shareholders
who are in any doubt about what action to take
should consult their independent financial adviser
authorised under the Financial Services Act 1986,

Qualifying Shareholders wishing to subscribe for
New Ordinary Shares in excess of their maxinnum
pro rata entitlement, or for all, or part of their pro
raia entitlement of New Ordinary Shares in tax
year 1997/98 should do so under the terms of the
Offer for Subscription as described below and in
Parts VIII and IX of this document. Qualifying
Shareholders wishing to apply for part of their pro
raia entitement in tax year 1997/98 must
complete and return Application Form B at the
back of this document so as to arrive at Northern
Registrars by no later than 3.00 pm on 3 March
1897. Qualifying Shareholders subscribing under
the Offer for Subscription are guaranteed
allotment of those New Ordinary Shares only to
the extent that the total number of New Ordinary
Shares they are subscribing for (whether under
the Open Offer or the Offer for Subscription) is
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less than or equal to their maximum pro rata
entitlement as indicated in Box 2 of their Priority
Application Form. Allotment of Offer for
Subscription Shares applied for in excess of this
amount is not guaranteed, but will be at the

absolute discretion of the Company after

consultation with Peel Hunt. There is no
minimum subscription level under the Offer for
Subscription for Qnualifying Shareholders who
take up part of their pro rata entitlement in tax
year 1997/98. Applications from Qualifying
Shareholders under the Offer for Subscription in
excess of their pro rata entitlement are subject to
the minimum subscription requirements set out
below.

Where the register of members indicates that a
Qualifying Sharcholder has an authorised
financial intermediary, this will be indicated in
Box A on the Priority Application Form. The
authorised financial intermediary so indicated
will be entided to a commission of 3 per cent, of
the value at the Offer Price of the Open Offer
Shares allotted to that Qualifying Sharcholder,
unless the Qualifying Shareholder indicates to the
contrary by ticking Box B on the Priority
Application Form. Qualifying Shareholders may
instruct payment of such commissions to an
alternative authorised financial intermediary to
that indicated by Box A, by ticking Box B and
entering into Box C the name of the alternative
authorised financial intermediary to whom such
commissions should be paid.

The terms and conditions of the Open Offer are
set out in Part VIII of this Document, and on the
Priority Application Form. The procedure for
application under the Open Offer is set out in the
Priority Application Form. The Open Offer is not
underwritten.

The Offer for Subscription

The New Ordinary Shares are being offered to the
public under the Offer for Subscription, subject
to the terms and conditions set out in Part VIII of
this document, although 5,544,025 New Ordinary
Shares are subject to clawback to satisfy valid
applications under the Open Offer. Investors
subscribing for Offer for Subscription Shares
must use the Application Forms attached at the
back of this document.

Authorised financial intermediaries will be
entitled to a2 commission of 3 per cent. of the
value, at the Offer Price, of the Offer for
Subscription Shares allotted pursuant to valid
Application Forms which bear their stamp. The
minimum subscription under the Offer for
Subscription (except by Beneficial Shareholders
subscribing for their Notional Entitlement) is
£2,000 and in multiples of £500 thereafter. There
is no minimum subscription under the Offer for
Subscription for Beneficial  Shareholders
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subscribing for amounts up to their Notional
Entitlement in either tax year 1996/997 and/or
tax year 1997/98. The Offer for Subscription is
not underwritten but will proceed irrespective of
the total number or value of applications received
thereunder or the level of acceptances received
under the Open Offer,

I the Offer for Subscription is over-subscribed,
applications will be scaled back at the absolute
discretion of the Company after consultation with
Peel Hunt, although priority will be given to
Qualifying Sharcholders subscribing for part of
their pro ratg entitlement in tax year 1997/98 and
Beneficial Sharcholders subscribing for part of
their Notional Entitlement in either tax year
1996/97 and/or tax year 1997/98, and thereafter
will be given to the earliest received Application
Forms.

The Offer for Subscription may be subscribed for
in either tax year 1996/97 and/or tax year
1997/98. The advantage of this option is that an
investor can apply for New Ordinary Shares which
would not be cligible for relief in relation to the
tax year 1996/97 because he has insufficient tax
liabilities in that tax year or wishes to invest an
amount which, when aggregated with other VCT
investments in the tax year 1996/97, exceeds
£100,000.

Investors wishing to subscribe under the Offer for
Subscription in either/or both tax years should
use the Application Forms on pages 43 and 45 of
this document. An investor wishing to subscribe
for Ordinary Shares in tax year 1997/98 should
complete Application Form B. All other investors
under the Offer for Subscription should
complete Application Form A. In order to obtain
the available tax reliefs for the relevant tax years
subscribers to the Offer for Subscription are
required to complete the Enduring Declaration
contained in the Application Form(s) for the tax
year(s) in which they are subscribing. The Offer
for Subscription will be open to the public from
7 February 1997 umtil 10.00 am on 3 April 1997 in
respect of Application Forms for tax year
1996,/97, and until 10.00 am on 80 April 1997 in
respect of Application Forms for tax year 1997/98
although the Company reserves the right to allot
New Ordinary Shares prior to the closing dates in
respect of completed Application Forms received
prior to the relevant closing date. Qualifying
Shareholders subscribing for part of their pro rata
entitlement in tax year 1997/98, must complete
and return Application Form B at the back of this
document so as to arrive at Northern Registrars
by no later than 3.00 pm on 3 March 1997.
Beneficial Shareholders subscribing for part of
their Notional Entitlement in either tax year
1996/97 and/or tax year 1997/98 must complete
and retum Application Form A and/or
Application Form B so as to arrive at Northern
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Registrars by no later than 3.00 p.m. on 3 March
l%’l

Completion of Application Form B prior to
6 April 1997 constitutes a revocable offer by the
investor to subscribe for New Ordinary Shares on
30 April 1997. The offer made by submitting
Application Form B prior to 6 April 1997 may only
be revoked if notification in writing of such
revocation is received by Northern Registrars
Limited no later than 5.00 pm on 7 April 1997.

The terms and conditions of the Offer for
Subscription are set out in Part VI of this
Document. Specific instructions for applying and
paying for New Ordinary Shares in either/or both
of tax years 1996/97 and 1997/98 are set out in
Part IX.

Overseas Shareholders and investors

The making of the Offer to persons not resident
in or who are outside the United Kingdom may be
affected by the Iaws or regulatory requircments of
the relevant jurisdictions, No person receiving
this document and/or Application Forms or a
Priority Application Form in any territory other
than the United Kingdom may treat it as
constituting an invitation or offer to him/her, nor
should he/she in any event use such Application
Forms or Priority Application Form unless, in the
relevant territory, such an invitation or offer
could lawfully be made to him/her and such
Application Forms or Priority Application Form
could lawfully be used without contravention of
any unfulfilled registration or other legal or
regulatory requirement. In such circumstances,
this document and/or the Application Forms or
Priority Application Form are sent for
information only, are confidential and should not
be copied or distributed.

Any person not resident in or who is outside the
United Kingdom wishing to apply for New
Ordinary Shares under the Offer must satisfy
himself/herself as to full observance of the laws of
any relevant territory in connection therewith,
including obtaining any governmental or other
consents which may be required, observing any
other requisite formalities and paying any issue,
transfer or other taxes due in such territory.
Shareholders or potential investors who are in any
doubt as to their position should consult a
profecasional adviser.

The Company and Peel Hunt reserve the right
not to treat as valid any application for New
Ordinary Shares under the Offer if it appears to
the Company or its agents that such application
or acceptance thercof may involve a breach of the
laws or regulations of any jurisdiction or if in
respect thereof the Company is not given the
relevant warranty set out in the Application Forms
or Priority Application Form. Notwithstanding
any other statement in this document, the
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Company reserves the right to permit a Qualifying
Shareholder or new investor to subscribe for New
Ordinary Shares under the Offer if the Company

_ is satisfied that such action would not result in

contravention of any applicable
regulatory requirements.

legal or

In particular, the New Ordinary Shares have not
and will not be registered under the United States
Securities Act 1933, as amended, or under the
sccurities laws of any State of the United States of
America nor have the relevant clearances been,
nor will they be obtained from the Securities
Commission of any province or territory in
Canada. No document in relation to the New
Ordinary Shares has been or will be lodged with
or registered by the Australian Securities
Commission. Accordingly New Ordinary Shares
may not be offered, sold, taken up or delivered
within the United States of America, its territories
and possessions, in Canada or in the
Commonwealth of Australia, its states, territories

Or posscssions,

Results of the Offer, allotment, and dealings

It is expected that the results of the Open Offer
will be announced on 3 March 1997 and the
Open Offer Shares will be allotted on 4 March
1997. Dealings are expected to commence on
10 March 1997 with definitive certificates
despatched by 17 March 1997.

It is expected that the basis of allotment for the

Offer for Subscription in respect of tax year
1996/97 will be announced on 8 April 1997, and
that allotment will take placc on 4 April 1997,
Dealings in Offer for Subscription Shares allotted
for tax year 1996/97 are expected to commence
on 10 April 1997 with definitive certificates
despatched by 17 April 1997.

It is expected that the basis of allotment for the
Offer for Subscription in respect of tax year
1997/98 will be announced on 30 April 1997, and
that allotment will take place on the same day.
Dealings in Offer for Subscription Shares allotted
for tax year 1997/98 are expecied to commence
on 9 May 1997 with definitive certificates
despatched by 16 May 1997.
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Illustration of the Tax Beneﬁts of VCTs

for Investors

-

Tax benefits of VCT's for investors

VCTs offer substantial tax advantages to the
individual investor of 18 years of age or more, on
investments of up to £100,000 per annum.
Broadly the tax reliefs are:

¢ Income Tax Relief: Subscribers for new
ordinary shares in a VCT can usually claim
income tax relief at the lower rate (currently
20 per cent.) of the amount subscribed against
their income tax liability in the tax year in
which the ordinary shares are issued.

* Deferral of CGT: It is possible for a UK
resident to defer CGT on realised chargeable
gains by investing an amount equal to that gain
in an issue of new ordinary shares in a VCT and
claiming reinvestment relief.

This may be particularly atgactive to an
investor who may be reluctant to sell an asset
because a disposal would crystallise a CGT
liability, even though, on purely investment
grounds disposal is desirable. Subscription of
an amount equal to the gain in a VCT leaves
the investor free to utilise the remaining
proceeds elsewhere.

® Other Tax Reliefs: Investors subscribing for
new VCT shares or purchasing shares in the
market will be excmpt from income tax on
dividends paid out of income or realised
capital profits distributed by the VCT.

* CGT Exemptions: Investors will be exempt
from CGT on the disposal of VCT shares.
However, any deferred gain crystallises on such

disposal.

Eligible individuals subscribing for new shares in a
VCT may be able to combine the income tax relief
and deferral of CGT for a toinl initisl tax relief of
up to 60 per cent. The cumulative tax benefits
could therefore have a significant impact on the
effective return from that investment.
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Hlustration of tax benefits on income

The examples set out below are shown for the
purpose of illustrating, on the basis of the
assumptions described, the potential effects of the
VCT tax reliefs. The examples are not forecasts
and arc intended as guides only. Whilst the
Directors consider that the assumptions in the
examples are fair and reascnable, it should be
noted that the actual dividend yield of the
Company’s shares cannot be predicted with any
certainty and may differ materially from the
examples shown.

Assumptions: .
1. The investor is a higher rate taxpayer and has

chargeable gains of £10,000 after utilising all
other reliefs.

2. The investor subscribes £10,000 for shares in a
VCT. He claims both income tax relief,
resulting in a tax repayment of £2,000 and
maximum CGT deferral, reducing the
immediate cost of his investment by a further
£4,000.

3. The VCT produces a net dividend yield of
3.2 per cent. (equivalent to a gross yield of
4 per ceat) and therefore provides for the
payment of a net dividend of £320 to the

investor,

4. The manager of the VCT arranges for the
repayment of the associated tax credit of £80,
which means that the investor actually receives
£400.

The net returns for the investor, on the basis of
the above assumptions, arc set out in Table 1
which also contrasts these returns with those for
an investor who claims the ‘up front’ income tax
reliefs only and is not eligible to claim CGT
reinvestment relief, and those for an investor in a
fund or company which does not entitle him to
any tax reliefs,
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Table 1 tax and Assuming

CGT Incoma ne tax
deforral  tax ralisf rollofs
claimsd  tlsimed  claimed

£ g g
Initial investmant 10,000 10,000 10,000
Tax relief claimed:
Income tax {20 per cent,) {2,000) {2,000)
CGT deferral (40 per cent.}* 4,000)

£4,000 £8,000 £10,000

Rividend 320 320 320
Refund of tax cradit 80 80 80
Income tax dus (160)
Cash dividend received 2400 2400  £240
Net annual return 10.0%  5.0%  2.4%

Equivalent grass return befors
tax 16.7% 83% 4.0%

* Deferral only. The original gain is kiable to be taxed on
disposal of VCT shares,

For a basic rate taxpayer (currently 24 per cent.),
again with chargeable unrealised gains of

£10,000, the net return: would be:
Table 2 E:“aﬂ; Assuming

CeT Income no fax
deferral  tax rollef rollafs
claimeg  clamed  clalmed

3 3 3
Net annual return for basic

rate taxpayer 74% 50% 3.2%

8T0M

As the tables above illustrate, the income returns
to investors are significantly enhanced by the
available reliefs. The benefit of any increase in
capital values will be a tax free addition to this.

Prospective investors should regurd an iuvestment
in the Company as long term in nature,
particularly in the light of its investment
objectives and policy. Attention is also drawn to
the risk factors set out in Part V of this document.
Subscribers for New Ordinary Shares under the
Offer will receive within 30 days of the closing of
the Open Offer and within 30 days of the relevant
closing date under the Offer for Subscription, a
certificate specifying the details necessary to
enable income tax relief and deferral of CGT to
be claimed. Further details relating to the tax
reliefs available to individual investors and how to
claim them are set out in Part VI of this
document. This document contains only an
outline of the main provisions relating to VCTs
and should be read in conjunction with the
relevant provisions of the Income and
Corporation Taxes Act 1988 and the VCT
regulations, which are also summarised in Part VI,

A8 L ENIL QEATE0EY

Prospective investors should be aware that:

* All of the tax reliefs are limited to investments
of up to £100,000 in totzl in VCTs in each tax
year,

* Reliefs are only available to individuals aged 18
or over,

* Disposals of shares in a VCT within 5 years of
subscription will give rise to a liability to repay
the 20 per cent. income tax relief unless the
disposal is a sale on an arms length basis giving
rise to a loss. Where there is such a loss, the
amount of income tax relief which the
individual will be liable to repay will vary
depending on the amount received for the
shares,

* Loss of approved VCT status by the Company
within five years of subscription will give rise to
a liability to repay the 20 per cent. income tax
relief,

¢ CGT deferral is available only in respect of
gains realised within a period of no more than
12 months before or 12 months after the VCT
subscription,

¢ CGT on deferred chargeable gains becomes
payable on the disposal of the VCT shares, if
the VCT loses its approved VCT status, or if the
investor ceases to be a UK resident.

n oo ~
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Accountants’ Report on the Company

KPMG Audit Plc

1 The Embankment Tel +44 (0} 113 2313000
Neville Strast Fax +44 (0) 113 2313200
Loeds DX 12097

LSt 4DW

The Directors

Capital for Companies VCT plc
Quayside House

Canal Wharf

Leeds LS11 5PU

The Directors

Peel, Hunt & Company Limited
62 Threadneedle Street
London EC2ZR 8HP

7 February 1997

Dear Sirs
Capital for Companies VCT plc

We have examined the audited accounts of Capital for Companies VCT plc (the Company) for the period
from incorporation to 31 October 1996; our examination has been carried out in accordance with the
Auditing Guideline: Prospectuses and the reporting accountant. These accounts, prepared for the
purposcs of this Prospectus, are the first audited accounts of the Company, the interim statement issued
on 10 December 1996 not having been subject to audit.

Following the resignation of the first auditors, Robson Rhodes, KPMG Audit Plc were appointed auditors
of the Company on 31 January 1997. .

No audited accounts of the Company have been made up in respect of any period subsequent to
31 October 1996.

The financial information set out at paragraphs 1 to 4 prepared on the basis described in note 4.1 is based
on the audited accounts of the Company to which no adjustments were considered necessary.

In our opinion the financial information gives, for the purposes of the Prospectus, a true and fair view of
the profit and cash flow and of the state of affairs of the Company for the period from incorporation to
81 October 1996 and as at that date.
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Statement of total return (incorporating the revenue account)

The statement of total return (incorporating the revenue account) of the Company for the period

from incorporation to 31 October 1996 is as follows:

Period ended 3] October 1996
Revenue Capital Total
Note £000 £000 £000
Gains/ (losses) on investments 48 —_ 97 97
Income 4.2 134 —_ 134
Investment managcment fee 4.3 an (17N (34)
Other expenses ' 44 (10) {9) {19)
Return on ordinary activities before tax 107 71 178
Tax on ordinary activities 4.6 (28) 8 (20)
Return on ordinary activities after tax for the
period 79 79 158
Dividends - —_ — -_
Transfer to reserves 79 79 158
Return per ordinary share 4.7 1.96p 1.96p 3.92p

Balance Sheet
The balance sheet of the Company as at 31 Qctober 1996 is as follows:

Note
Fixed assets
Investuments : 4.8
Current assets
Debtors 4.190.
Cash at bank and in hand -
Creditors: amounts falling due within one year 411
Net current assets
Net assets
Capital and reserves
Called up share capital 412
Share premium account 413
Capital reserve — realised 413

—unrealised 4.13

Revenue reserve 413

Net asset value per share 4.16

¢360 ¥57 1L10
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The movements on reserves are set out in note 4,18, The historical cost return is the same as the return
shown above.

At 31 October 1996
£000 £000
3,414
83
836
919
- (38)
881
4,295
437
3,700
(8)
87
79
4,295
98.4p
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3  Cash flow statement '
The cash flow statement of the Company for the period from incorporation to 31 October 1896 is as

follows:
Period ended 31 October
1996

Note £000 £000
Net cash inflow from operating activities 4.15(a) 17
Returns on investment and aervicing of finance
Dividends paid —
Taxation
Corporation tax paid —_
Investing activities
Purchase of investments (3,956)
Sale of investinents . 639
Net cash outflow from investing activities (3,317)
Net cash outflow before financing {3,300}
Financing
Issue of ordinary shares 4,365
Expenses paid in connection with share issues (229)
Net cash inflow from financing activities 4,136
Increase in cash and cash equivalents  415(h) 836

4  Notes to the financial information
4.1 Basis of preparation and statement of accounting policies

Basis of preparation

The Company was incorporated on 15 January 1996 and the financial statements have been drawn
up from that date. Trading commenced on 4 April 1996.

The financial statements have been prepared under the historical cost convention, modified to
include the revaluation of fixed asset investments, and in accordance with applicable accounting
standards and with the Statement of Recommended Practice “Financial statemerits of investment
trust companies”,

Statement of accounting policies

Investments

Quoted investments and investments in Unquoted UK Companies are stated at middle market
prices, discounted where necessary to reflect lack of liquidity.

Other unquoted equity shares are valued as follows: '

*  where the latest accounts show a trading profit, the valuation is made by reference to a price
based on the application to the latest reported earnings of price-carnings ratios appropriate to
similar listed investments;

. where the latest accounts show a loss, the valuation is based on half the book amount of net
assets reflected in those accounts.

In both of these cases, the valuations are also modified to take account of special factors relating to
cach investment which are considered to afféect the valuation and an appropriate discount has been
applied to reflect restricted marketability.

Where no accounts have been received for a period following the initial investment, the investment
is valued at cost.
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Although the company may hold more than 20 per cent. of the equity share capital of a particular
company, the directors consider that in view of the current investment objectives of the Company it
would not be appropriate to treat any such holdings as investments in associated undertakings.

Capital gains and losses on investments, whether realised or unrealised, are dealt with in the capital
reserve.

Income

Investment income includes the imputed tax credit on franked investment income and income tax
withheld at source on other income.

Dividends received on quoted equity shares are brought into account on the ex<dividend date.
Dividends receivable on unquoted equity shares are brought into account when the Company's right
to receive payment is established and there is no reasonable doubt that payment will be received.
Fixed returns on non-equity shares and debt securities are recognised on a time apportionment
basis 80 as to reflect the effective yield, providing there is no reasonable doubt that payment will be
received in due course.

. Expenditure

All expenditure is accounted for on an accruals basis. Expenses are charged wholly to revenue with
the exception of; '

¢  expenses incidental to the acquisition or disposal of an investment which arc included within
the cost of the investment or deducted from the disposal proceeds as appropriate; and

*  the investment management and directors' fees which have been charged 50 per cent. to the
revenue account and 50 per cent. to the realised capital reserve.

Taxation
Advance corporation tax payable on dividends paid or provided for in the period is written off unless
recoverability is considered to be reasonably certain and foreseeable.

Provision is made for deferred taxation, using the liability method, on all material timing differences
to the extent that it is considered probable that a Hability will crystallise.

Income
Period ended
31 October 1996
£000
Franked investment income 1
Unfranked investment income 23
Interest receivable in respect of government stocks and bonds 77
Deposit interest _ 29
Commissions 4
134
Investment management fee
Period ended 31 October
1996
Revenue Capital
£000 £000
Investment management fee 15 15
Irrecoverable VAT thereon 2 2
17 17

Capital for Companies (CFC), a division of BWD Rensburg Limited provides investment
management and secretarial services to the Company under an agreement dated 5 March 1996, The
agreement is for an initial fixed term of three years and may be terminated by either of the parties
on twelve months’ notice expiring at the end of the fixed term or at any time thereafter.
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CFC will receive an annual management fee equivalent to 1.5 per cent. per annum of the net assets
of the Company in the first period to 30 April 1997, 2 per cent. per annum of the net assets of the
Company in the second year to 30 April 1998 and 2.5 per cent. per annum thereafier of the net
asscts of the Company (in each case plus value added tax).

4.4 Other expenses

Period ended 31 October
1996

Revenue Capital

£000 ~ £000

Directors’ remuneration 7 7
Auditors’ remuneration 2 —_
Other i 2
10 g

4.5 Directors’ emoluments

' Period ended

31 October 1996

_ £000

Amounts paid to third parties in consideration for the services of directors 14
The fees paid in respect of individual directors were as follows: £
RB de Zouche Chairman 5,250
RG Battershy 4,375
WM Cran 4,375
BA Anysz : -
TCJ] Wood _ —

4.6 Taxation
Period ended 31 October
1996

Revenue Capital

£000 £000

Tax attributable to franked investment income —_ —_

Corporation tax payable/ (receivable) 28 (8) .

28 (B)

4.7 Return per share

The revenue return per share is based on net revenue from ordinary activities after taxation of
£79,000 and on 4,082,020 shares, being the weighted average number of shares in issue during the
period.

The capital return per share is based on net realised and unrealised capital gains of £79,000 and on
4,032,020 shares.

4.8 Investments
At 31 October 1996

£000
Listed investments 2,780
Unlisted investments 625
3,414

- 0960 757 TL10
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Movements in investments during the period can be summarised as follows:

Listed Unlisted Total

£000 £000. £000

Cost and valuation at start of period ’ —_ _ —

Movements in the period:

Purchase at cost 3,349 607 3,956
Disposals - proceeds {639) — (639)
- realised gain 7 10 — 10

Increase in unrealised a2ppreciation 69 18 87
Valuation at 31 October 1996 2,789 625 3,414
Book cost at 31 October 1996 2,720 607 3,327
Unrealised appreciation at 31 October 1996 69 18 87
2,789 625 3,414

The overall gain on investments for the period shown in the statement of total return can be
analysed as follows:

" Period ended
31 October
1996

£000

Realised gains on disposal 10
Increase in unrealised appreciation 87

Unlisted investments
At 31 October 1996

Carrying
Cost value

£000 £000

Chadwick Web Processing pic
Ordinary shares 20 20
Redeemable preference shares ' 380 380

400 400

The holding represents 25 per cent. of the ordinary share capital and 37.8 per cent. of the
preference share capital of the company.

At 31 October 1996
Carrying
Cost value
£000 £000
Cirqual ple
Ordinary shares : 207 225

The holding represents 0.75 per cent. of the ordinary share capital of the company.

Debtors
At 31 October 1996
£000
Prepayments and accrued income 83
83
All debtors are due within one year.
0960 ¥G7 TL10 |
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4.11 Creditors: amounts falling due within one year
At 31 October 1996

£000

Trade creditors and accruals . 18
Corporation tax payable 20
' 38

4.12 Called up share capital
At 3] October 1996

Number
of
shares £000
Authorised
Ordinary shares of 10p each : 11,000,000 1,100
Ordinary shares 4,365,420 437

Since its incorporation on 15 January 1996 the authorised and issued share capital of the Company
has been changed as follows:

* on 15 January 1996, the two subscriber shares were transferred to BWD Rensburg and £2 was
paid to the Company;

*  on 28 February 1996, the Company increased its authorised share capital from £100,000 to
£1,100,000 by the creation of 500,000 redeemable shares of 10p cach (“Redeemable Shares”)
and 9,500,000 Ordinary Shares;

. on 28 February 1996 each of the two issued shares and each of the 99,998 unissued ordinary
shares of £1 each in the Company were sub-divided into 10 ordinary shares of 10p each and
were re-designated as Ordinary Shares;

*  on 28 February 1996, 500,000 Redeemable Shares were allotted to BWD Rensburg fully paid
up;

*  on4April 1996, the Company allotted 3,815,500 Ordinary Shares for cash at a premium of 90
pence per Ordinary Share pursuant to the Flotation;

¢ on 4 April 1996, the Company redeemed the Redeemable Shares at par which were
redesignated as Ordinary Shares;

*  on 9 April 1996, the Company allotted 186,500 Ordinary Shares for cash at a premium of 90
pence per Ordinary Share pursuant to the Flotation; '

* on 1 May 1996, the Company allotted 30,000 Ordinary Shares for cash at a premium of %0
pence per Ordinary Share pursuant to the Flotation;

¢ on 31 October 1996, the Company allotted 358,400 Ordinary Shares for cash at a premium of
90 pence per Ordinary Share.

4.13 Reserves

Share Capital reserve . Revenue

premium realised  unrealised reserve

£000 £000 £000 £000

At start of period —_ - - —_
On issue of shares 3,700 - — —
Realised on disposal of investments — 10 — —
Expenses net of associated taxation T — (18) — —_
Unrealised appreciation — — 87 -
Net revenue retained for the period — — — 79
At end of period 3,700 (8) 87 79
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4.14 Reconciliation of movements in shareholders’ funds

Return on ordinary activities for the period after taxation
Dividends

Transfer to reserves

New share capital issued including premium, net of expenses

- Opening shareholders’ funds
Closing shareholders’ funds

4,15 Notes to the cash flow mtemeﬁt

(®) Reconciliation of operating profit to net cash inflow from operating activities

Net revenue from ordinary activities before tax
Increase in debtors

Increase in creditors

Tax withheld at source on franked investment income
Fees charged to capital reserve

Net cash inflow from operating activities

- (b) Anllysisofcbang&sincashandcashequiva]entsduringtheym

Cash at bank and in hand
Bank loans and overdrafts

Net cash and cash equivalents

4.16 Net asset value per share

The calculation of net asset value per share at 31 October 1996 is base

divided by the 4,365,420 ordinary shares in issue on that date.

4.17 Post balance sheet events

Period ended
31 October 1996

159

Period ended
31 October 1996
£000

107
(83)

Period ended
81 October 1996
£000

B36

836

d on net assets of £4,295,000

¢ On 29 November 1996, the Company allotted 23,800 Ordinary Shares for cash at a premium of

90 pence per Ordinary Share.

¢  On 8 January 1997, the Company allotted 46,000 Ordinary Shares for cash at a premium of 90

pence per Ordinary Share.

Yours faithfully,
KPMG Audit Plc
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Qualifying Sharchoiders, Beneficial
Shareholders and prospective investors should
be aware that the value of shares in the
Company may go down as well as up, and the
income from them may fluctuate. In addition
there is no guarantee that the market price of
shares in VCTs will fully reflect their
underlying net asset value.

It is the intention of the Manager that the
Company will be managed to the best of its
abilities at all times 50 as to qualify as a VCT.
However, due to the nature of the
requirements of the legislation concerning
maintenance of VCT status, there is no
guarantee that such status will be maintained.

A failure to meet the qualifying requirements
for a VCT could result in the loss of some or all
of the ‘tax reliefs available to the VCT and
individual investors, Investors should refer to
the deuailed description of the consequences
of joss of VCT status sct out in paragraph 6 of
Section B of Part VI of this document,

Under current VCT legislation, the Company
will have approximately 2 years in which to
invest any additional funds raised by the Offer
and satisfy the criteria for VCTs. Failure to do
so could result in loss of the beneficial tax
reliefs available to the VCT and individual
investors. The Directors are confident,
however, that the Company can satisfy the
criteria  within the two vyear period.
Furthermore, under draft legistation proposed
in the Finance Bill 1997, additional funds
raised by a VCT may be subject to a new three
year period in which to satisfy the criteria,

The levels and bases of reliefs from taxation
may change. The tax reliefs referred to in
paragraph 3 of Section B of Part VI of this
document are those currently availabic and
their value depends on the individual
circumstances of investors.

As investments in VCTs are frec from tax on
capital gains, any realised losses on a disposal
of shares cannot be offset against any
chargeable realised gains.

Due to the qualifying requirements for tax
reliefs there may not be a liquid market in the

ITTN WywITTT

Company’s shares and it may prove difficult for
investors to sell their shares.

The Company’s investments will be mainly in
companies whose securities are not publicly
traded or freely marketable and may,
therefore, be difficult to realise. The Offer is
not conditional on admission of the New
Ordinary Shares to the Official List.

The Company's ability to obtain maximum
value from its investments (for example
through sale or takeaver) may be limited by the
requirements imposed in order to maintain
the tax status of the Company (such as the
obligation to have 70 per cent. by value of its

investments in Qualifying Holdings).

Small unquoted companies can be young
companies undergoing significant expansion
and change. Such businesses may carry
substantially more risk than established
businesses.

Qualifying Shareholders, Beneficial
Shareholders and prospective investors should
be aware that the value of the Company's
investments in Fixed Interest Securities,
quoted equities and unit trusts may go down as
well as up, and the income from them may
fluctuate.
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Venture Capital Trust Legislation

>—

Section A: Swnmary of the Venture Capital Trus provisions
The following is a summary of the legislation refating to VCTs
which is contained in the Finance Act 1995,

1. Qualifying ws s VCT

In order to be approved by the Inland Revenue asz VCT a

company must not be a close company and must:

{a) have each class of its ordinary share capital quoted on
the London Stock Exchange throughout its most
recent accounting period;

(b} derive its income wholly or mainly from shares or
securities;

(c) have at least 70 per cent. by value of iw investments

represented throughout ity most recent accounting
period by shares or securities in Qualifying Holdings,
of which 30 per cent. by value (that is 21 per cent. of
all invesunents) must be in ordinary shares canrying
no preferential rights;

(d) have not more than 15 per cent by value of its
investments represented throughout its most recent
accounting period by shares or securitics in a single
company or group (other than a VCT or similar
company); and

(e) have not retained more than 15 per cent. of its
income derived from shares and securitics in its most
recent accounting period.

The Inland Revenue may approve a company as a VCT in

the case of any of conditions (a), (b), {d) and (e) not

being fulfilled in that company’s most recent complete
accounting period provided it is satisfied that they will be

5o fulfilled in the current or next accounting period. In

the case of conditdon (c) not being fulfilled in a

company's most recent complete accounting period, the

Inland Revenue may approve that company as a VCT if

they are satisficd that the conditions will be fulfilled

within an accounting period beginning no more than
three years after the time when the approval is given or
takes effect.

2. Qualifying Holding

A Qualifying Holding is a holding of shares or securities
issued by a Qualifying Company where the amount raised
by the Qualifying Company from the issuc of shares or
securities in a period of up to 12 months is no more than
£1 million (and less in certain circumstances).

3. Qualifying Companies and Qualifying Subsidiaries

8203

A Qualifying Company must be unguoted (companies the
shares of which are traded on AIM are treated as
unquoted). It must carry on a qualifying trade and/or be
a holding company only of subsidiaries carTying on a
qualifying wade (“Qualifying Subsidiaries™) and have
gross assets pre-investment of £10 million or less and post-
investment of £11 million or less. The trade must either be
carried on by, or be intended to be carvied on by, the
leiﬁringCompmyorbleﬂﬂ)ﬁngSubddlﬂyanhe
time of issuc of its shares or securities to the VCT (and at
alt tmes thereafier). In the case of a company intending

CAPITAL FOQ
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to carry on a qualifying trade, the qualifying wade must
begin within two years of the issuc of shares or securities
to the VCT and continue thereafter. The trade must be
carried on wholly or mainly in the UK buut the company
need not be UK resident, Certain trades (or companics of
which a substandal part of their activities are similar to
those trades) for example, dealing in land or shares or
banking or other financial services are excluded. The
money raised must be invested for the purposes of the
qualifying trade within certain time periods.

A Qualifying Company must not be controlled by anather
company.

Qualifying Subsidiaries must be at least 90 per cent.
owned and must exist wholly for the purpase of carrying
on a qualifying trade, be dormant or autside the scope of
UK corporation tax or own or manage propertes
occupied by group members.

Under draft legislation proposed by the Finance Bill 1997,
a holding company may still be a Qualifying Company if it
or any of ity otherwise Qualifying Subsidiaries carry on
certaln non-qualifying activides provided such activities
form only an insubstantial part of the activities of the
group as a whole.

4. Approval asa VCT

A VCT must be approved at all times by the Inland
Revenue. Approval has effect from the time specified in
the approval, which cannot be eatlier than when the
application for approval is made.
A VCT cannot be approved unless the relevant tests are
met throughout the most recent complete accounting
period of the VCT and will be met in relation to the

. accounting pericd of the VCT which is current when the
application is made, However, in order to enable VCTs to
be launched, the Inland Revenue may approve a VCT
notwithstanding thar not all of the relevant tests are met at
the time of application, provided the Inland Revenue are
satisfied that the tests will be met within a certain period.

5. Withdrawal of approval

Approval of a VCT may be withdrawn if the conditions st
out in paragraph 1 are ot met. Withdrawal of approval
generally has effect from the time when notice of
withdrawal is given to the VCT but, in relation to capital
guains of the VCT only, can be backdated to no earlier than
the start of the accounting period commencing
immediately after the kast accounting period in whick all
the tests were met. If approval is withdrawn because the
tests have never been met for at least a complete owelve
month period, approval is deemed never to have been
given. The taxation consequences of approval being
withdrawn or being deemed never to have been given are
set out in paragraph 6 of Section B below.

Section B: Taxation considerations

The following is a general guide to the pasition of investors
and assumes that the VCT is approved as such at all times,
Investors are strongly advised to take professionsl taxation
advice.

960 757 1410
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1. For the VCT

The VCT is exempt from corporation tax on capital gains.
In other respects, it will be subject to the nsual
corporation tax regime. It will be exempt from
corporation tax on dividends received from UK resident
companies and will pay advance corporation tax in
respect of dividends which it pays to sharcholders to the
extent this is not covered by a ¥ credit on dividends it
has received from UK resident companies,

2. For individuals

The tax benefits described in paragraphs 3 and 4 below
are available to investors from the date of investment in
VCT shares up to a qualifying maximum of £100,000 per
tax year in all VCT shares.

L Tax benefits available to an individual investor subscribing

for New Ordinary Shares im the VCT

(a) Income rax relief on investment in newly subscribed
shares issued by the VCT under the Offer is available
for individuals at the lower tax rate (currently 20 per
cent.). Relief cannot, however, exceed such amount
as reduces the individual's income tax liability to nil,
Relief may not be available if there is a loan linked
with the investment, Relicf ccascs to be available in
whole or part if there is any disposal (except on
death} of shares (or of an interest in them or right
over them} before the end of the period of five years
beginning with the date of issue of these shares to
that individual.

(b) Reinvestment relief is available to a UK resident or
ordinarily resident investor in respect of capital gains
realised on or after & April 1995, provided that the
VCT shares are subscribed for within 12 months
either before or after the realisation of the gain. This
relief only defers the gain and the deferred gain
erystallises on the disposal of the VCT shares or the
occurrence of certain other cvents, for example, the
investor becoming non-UK resident within five years
of making such investment.

(c) A gain or loss accruing to an individual on a disposal
of ordinary shares in a company which was a VCT at

the time he acquired the shares and is still a VCT at .

the time of the disposal is necither a chargeable gain
nor an allowable loss (except where the gain is one
which was deferred through the reinvestment relicf
described in (b) above}.

(d} Dividend income is exempt from tax. Tax credits in
Tespect of such dividends {equal, at present, to one
quarter of the dividend) will be recoverable from the
Inland Revenue by the VCT on behalf of the investor.

4. Tax benefits available to individusls purchesing shares in

the VCT after issue

Purchasers can clzim tax relief on dividend income and
relief from capital gains tax on any chargesble gain on
their investment in the VCT, as described in paragraphs
8(c} and 3(d) above, but cannot claim cither the income
tax relief on investment or the reinvestment relief, as
described In paragraphs 3(a) and 3(b) above, which are
only available to investors subscribing for new shares.

5. Tax recovery procedures

(a) Dividends

The Inland Revenue has issued regulations governing
the recovery of the tax credit on dividends aus
described in paragraph 3(d) above, The VGT will be
responsible for claiming the tax credit on behalf of
the investors. In order for claims to be made on their
behalf, investors will have to make a declaration 1o the

VCT that they qualify for payment of the wax credit,
The form of such a declaration is contained in the
Application Forms and the Priority Application Form
and investors subscribing for New Ordinary Shares in
the VCT will be required 10 complete this to anmre
that income wx relief on dividends is received
Investors purchasing shares in the VCT will be sent a
declaration to compleze with ¢heir share certificaie.

{b} Income tax relief on investment

Investors wishing to claim the relief described in
paragraph 3{a} above will have to claim relief from
their local tax inspector. The Company will within
30 days of closing the Open Offer and within 30 days
of the relevant closing date for the Offer for
Subseripdon, despatch 2 certificate specifying details
of the Sharcholder, the date the shares were issued,
the amount paid and will certify that the shares have
been issued to the investor and that certain other
conditions are met to the best of the Company's
kniowledge and belief, This relief may not be available
unless the investor holds such a certificate,

6. Lows of VCT status

(a) For the VCT

The exemption from corporation tax on capital gains
will not apply to any gain realised after the time from
which VCT starus is lost. Any tax credit previously
claimed by the VCT on behalf of its sharcholders may
be recovered by the Inland Revenue from the VCT.

(b} For individual investors subscribing for New Ordinary
Shares in the VCT under the Offer

{i) Incomc tax relicf on investment

If VCT approval is treated as never having been
given, or if it is withdrawn before the shares have
been heid for five years, the relief will be
withdrawn in full and the individual asscssed to
Gx on an amount equal to the relief given for the
tax year in which thre relicf was criginally given.
Interest on overdue tax may arise.

{ii) Reinvestment relief

Loss of VCT status is treated as a chargeable
event and the individual is arcated as realising a
chargeable gain at that tme cqual 10 the original
gain deferred, If VCT approval is treated as never
having been given, the original gain will not be
deferred and the individual will be assessed for
the ax year in which it originally arose. Interest
on overdue tax may arise.
(c} Forall individual investors
(i) Dividend income
Dividend income will not be exempt from ax if
the dividend is paid in respect of profits or gains
arising or accruing in any accounting period
ending at a time when VCT status has been lost.
No exemption will be given if approval it treated
as never having been given.
(i} Capital gains

If VCT approval is treated as never having been
given, gains and losases on shares in the VCT will
be taxable and allowable in the ordinary way. If
VCT approval is withdrawn, the individual is
weated as having disposced of his shares
immediately before the status is lost for market
value at the time and is treated as reacquiring
them at that value immediately afier the satus is
lost. Thus, any capital gains realised up to that
date will be exempt from tax, but gains arising
afier that date will be gixable in the ordinary way.
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PART VII

Additional Information

-—

1. Incorporstion and sdministration
(2} The Company was incorporated in England and Wales and registered in England on 15 January 1996 under the Companies
Act 1985 (the “Act™) with limited fiability as a public limited company with the narme YPCS 48 PLG and changed its name to
Capital for Companies VCT ple on § Febraary 1996, It operates under the Act and the regulations made therennder. The
Company is registered with the Registrar of Companies in England and Wales with number 3145895 and ies registered
-office and principal place of business in the United Kingdom is at Quayside House, Canal Wharf, Leeds, 1.511 5PU.
(b) The Company was issued with a certificate under section 117 of the Act by the Registrar of Companies on 1 March 1996,

(c) The Company has given notice to the registrar of companies pursuant to section 266 of the Act of its intention to carry on
business as an investment company.

{d} The Inland Revenue have provisionally approved the Company under section 84244 Income and Corporation Taxes Act
1988 with effect from 3 April 1996 and the business of the Company has been, and it is intended that the business of the
Company shall continue to be, carried on so as to comply with that section. '

2. Share capital .
(3} Since its incorporation the authorised and issued share capital of the Company has been changed as follows:

(i) On 15 January 1996, the two subscriber shares were transferred o BWD Rensburg and £2 was paid to the Company;

(ii) on 28 February 1996, the Company increased its authorised share capital from £100,000 1o £1,100,000 by the creation
of 500,000 redeemable shares of 10p each (*Redeemable Shares™ and 9,500,000 Ordinary Shares;

(iif} on 28 February 1996 each of the two issued sharcs and each of the 99,998 unissued ordinary shares of £1 cach in the
Company were sub-divided into 10 ordinary shares of 10p each and were re-designated as Ordinary Shares;

(i¥) on 28 Februrary 1996, 500,000 Redecmable Shares were allotted 1o BWD Rensburg fully paid up;

(¥) on 4 April 1996 the Company allotted 8,815,500 Ordinary Shares for cash at a premium of 90 pence per Ordinary
Share pursuant to the Flotation;

{vi} on 4 April 1996, the Company redecmed the Redeemable Shares at par which were redesignated as Ordinary Shares;

(vii) on 9 April 1996, the Company allotted 186,500 Ordinary Shares for cash at a premivm of 90 pence per Ordinary Share
pursuant to the Flotation;

(vili) on 1 May 1996, the Company zllotted 30,000 Ordinary Shares for cash at a premium of 90 pence per Ordinary Share
pursuant to the Flotadon;

(ix} on 21 October 1996, the Company allotted 333,400 Ordinary Shares for cash at a premium of %) pence pe:r Ordinary
Share;

(x) on 29 November 1996, the Company allotted 23,800 Ordinary Shares for cash at a premium of 90 pence per Ordinary
Share; and
(xi) on 8 January 1997, the Company allotted 46,000 Ordinary Shares for cash ar a premium of 80 pence per Crdinary
e. : .
(¢} Atan extrsordinary general meeting of the Company held on 28 February 1996 it was resolved inter aliz
(i)  that the Directors were generally authorised pursuant to scction 80(1) of the Act to allot relevant securities (as defined

by secdon BO(2) of the Act) to a maximum aggregate nominal value of £1,099,998, ruch authority to expire on the
carlier date falling 15 months afier the date on which the resolution was passed and the next annual general meeting

of the Company; and

(ii) that the Dircctors were cmpowered pursuant to section 95 of the Act to allot equity securities (as defined in
scction 94(2) of the Art) for cash pursuant to the authority referred to in sub-paragraph (i) above as if section 89(1) of
the Act did not apply to the allotment provided that such power, which was expressed to expire on the carlier of the
dare falling 15 months afier the date on which the resolution was passed and the next annual general mecting of the
Company, was limited to:

(2} the allotment of equity sccurities pursuant to the Flotation;

(b) the allotment of equity securites in connecton with a rights issue in favour of the existing holders of ordinary
shares in the Company; and )

(c} the alioument of equity sccurities in connection with the exercise of any of the Manager's Options.

At an extraordinary general meeting of the Company held on 3 February 1997, it was resolved that the Directors were
empowered pursuant to section 95 of the Act to allot equity securities (as defined in s=ction 94(2) of the Act) for cash
pursuant 1o the authority referred to in sub-paragraph {c)(i) above as if section 89(1) of the Act did not apply to the
allotment provided that such power, which was expressed to expire on the earlier of the date falling 15 months after the
datc on which the resolution was passed and the next annual general meeting of the Company, was limited to the aBotment
of equity securities up to 4 maximum aggregate nowminal value of £556,478 pursuant to the Offer.

(d]
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(¢) The present authorised share capital of the Company 1s £1,100,000 divided into 11,000,000 Ordinary Shares of which
4,435,220 Ordinary Shares have been issued fully paid or credited as fully paid. Immediately following the implementation
of the Offer, the authorised share capital of the Company wilt be £1,100,000 divided into 11,000,000 Ordinary Shares of
which 10,000,000 Ordinary Shares will have been issued fully paid or credited as fully paid and 1,000,000 Ordinary Shares
will be unissued if the Offer is subscribed for in full, A total of 403,202 Ordinary Shares will be reserved for issue under the
terms of the Option Agreement as disclosed in paragraph 7(b) below.

{D The provisions of section 89(1) of the Act (which, to the extent not disapplied pursuant to section 95 of the Act, confer on
shareholders rights of pre-emption in respect of the allotment of equity securities which are, or are to be, paid up in cash
otherwisc than by way of alloement t0 employees under an employee’s share scheme (as defined in section 748 of the Act})
apply to the authorised but unissued share capital of the Company to the extent such rights are not disapplied by the
resolutions referred to in paragraphs (c)(if) and (d) above.

(g) Save as disclosed in this Part VII of this document since the incorporation of the Company:
(i} no alteration has been made in the share capital of the Company;

{ii) no share or loan capital of the Company has been fssued or is now proposed to be issued fully or partly paid either for
cash or otherwise;

{iii) no share or loan capital of the Company is under option or agreed conditionally or unconditionafly to be put under
option; and

(iv) no commissions, discounts, brokerages or other special terms have been granted by the Company in connection with
the issue or sale of share or loan capital of the Company.

3. Memorandum and Articles of Association
{a) Memorandum of association

The Company's principal ohjects include carrying on the business of a venture capital trust company. The objects of the
Company are set out in full in clause 4 of its memorandum of asociation which is available for inspection at the address
specified in paragraph 11 below.

(b) Articles of association

The articles of association of the Company, which were adopted on 28 February 1996, contain, inter alia, provisions to the
following effect;

@) Voting rights

Subject to any special terms as to voting, every member present in person at a general meeting has upon a show of
hards one vote, and every member present in person or by proxy has upon a poll one vote for cvery share held by him.
Unless the Board otherwise decides, voting rights may not be exercised by a member who has not paid to the Company
all calis and other sums then payable by him in respect of shares in the Company, Unless the Board otherwise decides,
voting rights may not be exercised by a member who has been served with a disenfranchisement notice after failure to
provide the Company with information concerning interests in those shares required to be provided under the articles
or the Act.

(ii) Variaton of rights
Rights attached o any class of sharcs may be varled with the written consent of the holders of not less than three
quarters in nominal value of the issued shares of that class, or the sanction of any extraordinary resolution passed ata
scparate general meeling of the holders of those shares. The quorum at such a general mecting (other than an

adjourned meeting) shall be two persons holding or representing by proxy at least one third in nominal value of the
issued share of the class in question. '

(iii) Changes in capital
The Company may by ardinary resolution increase, consolicate or subsdivide its share capital. The Company may by
special resolution reduce its share capital or any capital redemption reserve or share premium account or other
undistributable reserve,

(iv) Transfer of shaves

Any member may transfer all or any of his certificated shares by an instrument of transfer in any usual form or jn any
other form which the Board may approve. Any instrament must be executed by or on behalf of the transferor and (in
the case of a partly-paid share) the transferee and the transferor is decmed to remain the holder until the transferec’s
name i entered in the register. Tide to any uncerntificated share may be transferred by means of a relevant system
prescribed by the Uncertificated Securities Regulations ($1 1995/3272) (the "Regulations™). The Board may, in s
absolute discretion and without giving any reason, decline to register any transfer of any certificated share thatisnota
fully paid up sharc {provided that this discretion will not be exercised 50 as to prevent dealings in the shares on the
London Stock Exchange taking place on an open and proper basis) or on which the Company has a lien. The Board
iy refuse to register the wansfer of an uncertificated share to the extent it is permitted to do so by the Regulations.
The Board may also decline 1o register a transfer of a certificated share unless the duly stamped instrument of mansfer:

(a} is lodged with the Company accompanied by the relevant share certificate and such other evidence of the right to
transfer as the Board may reasonably require;

(b) is in respect of only one class of share; and

(¢} if to joint transferecs, is in favour of not more than four such wansferees,

The Board may also decline to register a ransfer of shares {except for certain types of transfer) after there has beena

failure 1o provide the Company with information concerning interests in those shares required to be provided under
the articles or the Act, until such failure has been remedied.
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Dividends

The Company may by ordinary resohution from tme to time declare dividends not exceeding the amount
recommended by the Board. The Board may pay interim dividends, and also any fixed rate dividend, according to the
financial position of the Company,

Except in 3o far as the rights anaching to or the terms of the isme of any share otherwise provide, all dividends will be
apportioned and pald ¢ rata according to the amounts paid on the shares during any portion or portions of the
petiod in respect of which the dividend is paid.

The Board may, if authorised by an ordinary resolution of the Company, offer ordinary shareholders in respect of any
dividend the right to clect to receive Ordinary Shares by way of scrip dividend instead of cash.

The Board may withhold dividends payable on shares after there has been a failure to provide the Company with
information concerning interests in those shares under the Articles or the Act until such failure has been remedied.

Any dividend unclaimed after a period of 12 years from the date when it becomes dus for payment will be forfeited
and revert to the Company.

Distribution of realised capital profits

At any dme when the Company has given notice in the prescribed form (which has not been revoked) to the Registrar
of Companies of its intention to carry on business as an investment company {“a Relevant Period”), distribution of the
Company's capital profits (within the meaning of section 266(2) (c) of the Act) shall be prohibited. The Board shall
establish a reserve to be called the capital reserve. During a Relevant Period, all surphuscs arising from the realisation
or revaluation of investments and all other monics realised on or derived from the recalisaton, payment off or other
dealing with any capital asset in excess of the book value thercof and all other monies thereaf which are considered by
the Board to be in the nature of accretion to capital shall be credited to the capital reserve. Subject to the Act, the
Board may determine whether any amount received by the Company i1 to be dealt with as income or capital or partly
one way and partly the other. During a Relevant Period, any loss reatised on the realisation or payment off of or other
dealing with any investments or other capital assets and, subject to the Act, any expenses, loss or liability (or provision
therefor) which the Board considers to relate to a capisal item or which the Board otherwise considers appropriaie to
be debited to the capital reserve shall be carried to the debit of the capital reserve, During a Relevant Period, all sums
carried and standing w the credit of the capital reserve may be applied for any of the purposes to which sums standing
to 2ny revenue reserve arc applicable except and provided that notwithstanding any other provision of the Articles
during a Relevant Period no part of the capitat reserve or any other money in the nature of accretion to capital shall be
transferred o the revenue reserves of the Company or be regarded or treated as profits of the Company availublc for
distribution (as defined by section 263(2) of the Act) ot be applied in paying dividends on any thares in the Company.
In periods other than a Relevant Period, any amount standing to the credit of the capital reserve may be transferred co
the revenue reserves of the Company or be regarded ot treated as profits of the Company available for distribution {as
defined by section 263(2) of the Act) or applied in paying dividends on any shares in the Company.

{vii) Duration and Distribution of assets on winding up

The Board shall procure that at the Company's annual general meeting in 2002 an ordinary resclution will be
proposed to the effect thar the Company shall continue in being as a VCT. If, at that meeting, such resolution is not
passed, the Board shall, within 12 months of such meeting, convene an extraordinary general meeting to propose a
special resolution for the reorganisation or reconstruction of the Company or if that resolution is not passed, a special
resolution: to wind-up the Company voluntarily. In the case of the special resolution relating to voluntary winding up
only, any member may demand a poll and each holder of shares present in person or by proxy and who votes in favour
of the special resolution ahall have such number of votes in respect of each share hold by him (inchading fractions of 2
vote) that the agregate number of votes cast in favour of the resolution is four times the aggregate number of shares in
respect of which votes are cast againac the resolution and each holder of shares who votes against the resolution shall
have one vote for each share held by him, If the Sharcholders resolve to continuse the Company in being as a VCT, the
same resolutions will be proposed at every third subsequent annuat gencral meeting of the Company.

The holders of its shares will, under the general law, be entitled o participate in any surplus assets in a winding up in
propordon to their shareholdings. A liquidator may, with the sanction of any extraordinary resclution, divide among
the members in kind alf or part of the assets of the Company (whether they shall conasist of property of the same kind
or not) as he thinks fit.

(viii) Borrowing powens

(ix)

The Board may cxercise all powers of the Company to borrow money and to mortgage or charge any of its
undertaking, property, assets (present and future) and uncatled capital and to issue debentures and other securities
whether outright or as collateral security for any debt, liability or obligation of the Company or of any thivd party. The
Board must however restrict the 'gaoftthompanyandexerdneallvoﬁngandothcrrighuorpawzrsof
control exercisable by the Company so as to secure that the aggregate principal amount from time to time outstanding
of all borrowings (as defined in the Articles) by the Company shall not, without the Pprevicus sanction of an ordinary

resolution of the Company, exceed an amount equal to the adjusted capital and reserves (as defined in the Articles),
Directors .
{a) Number of Directors
Uniess otherwise determined by ordinary resolution of the Cotripany the Directors shall be not less than two and
not more than pine in number,
(b} Agc.of Directors
No person is disqualified from being a Director or is required to vacate that office, by reason only of the fact that
he has atained the age of 70 years or any other age, nor is it necessary to give special notice of a resolution
appointing or approving the appoinunent of such a Director. However, where the Board convencs any general
mecting at which, to the knowledge of the Board, a Director who is 70 years of age or more will be proposed for
appointment, the Board will give notice of his age in the documents convening the meeting.
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{c) Remuneration of Directors

Each of the Directors may be paid a fee at such rate as may from time tme be determined by the Board, but the
aggregate of all such fees so paid to the Directors shall not exceed £50,000 per annum or such higher amount as
may from time to time be decided by ordinary resolution of the Company. Any Director may be paid his
reasonable travelling, hatel and incidental expenses of attending and returning from meetings of the Board or of
the Company or any other meeting which as a Director he is entitled to attend and shall be paid all expenses
properly and reasonably incurred by him in the conduct of the Company's business or in the discharge of his
duties a3 a Director. In addition, any Director who pesforms services which in the opinion of the Board are beyond
the ordinary duties of a Ditector may be paid such extra remuneration as the Board may determine,

(d} Resurictions on voting

Except as mentioned below, no Director may vote on, or be counted in 2 quorum in relation to, any resolution of
the Board in respect of any transaction in which he is materially interested and, if he does 3o, his vote will not be
counted. These prohibitions do not apply to a Director in relation to:

(1) the giving w him of any guarantee, indemnity or security in respect of money lent or obligations undertaken
by him for the benefit of the Company or any of its subsidiaries;

(2) the giving by the Company of any guaraniee, indemnity or security to a third party in respect of a debt or
obligation of the Company or any of its subsidiaries in relation to which he himself has granted an indemnity,
guarantee or security in whole or in party;

(8) the subscription by him of shares, debentures or other securites of the Company or any of its subsidiaries
pursuant w any offer to members or debenture holders of the Company or the public or underwriting or sub-
underwritdng by him of any shares, debentures or other securities; :

(4) any transaction in which he is intercsted by virtuc of his interest in shares or debentures or other securides of
the Company or by reason or any other Interest in or through the Company;

(5) any ransaction concerning any other company in which he is interested directly or indirecdy unless he is
interested in one per cent. or more of the equity share capital or voting rights;

(6) any proposal conceming the adoption, modification or operation of a scheme or arrangement for the benefit
of employeea of the Company or any of ita subsidiaries which does not provide in respect of any Director as
* such any privilege or advantage not generally accorded to the relevant employees; and

(7) any proposal for the purchase or maintenance of insusance for the benefit of the Directors.

Subject to the Act, the Company may, by ordinary resolution, suspend or relax the above provisions to any extent
or ratify any transaction not duly authorised by reason of a contravention of such provisions.

(¢} Retirement by Romation
Subject to the provisions of the Articles, at every annual general meeting one third of the Directors who are
subject to retirement by rotation {as determined by provisions contained in the Articles} ot, if their number is not

a multiple of three, then the number neasest to but not exceeding one third shall retire from office. Any Director
8o retiring shall be eligible for re-appointment.

(x) Purchase of own sharea
The Company may, subject to the provisions of the Act, the Articles, or the rights of the halders of any class of shares,
purchase its own shares (including redeemable shares).

{xi) Untraced shareholders

The Company may, after advertising its intention, sell any shares in the Company if the shares have been in fssue for at
least 12 years and during tha: period at least thres cash dividends have become payable on them and have not been
clalmed or satisfied and the Company has not reccived any communication during the relevant period from the
holder of the shares or any person entitled to them by transmission. Upon any such aale, the Company will become
indebted to the former holder of the shares or the person entitled to them by ransmission for an amount equal to the
net proceeds of the sale. The Company may also stop sending dividend wasrants by post in: respect of any shares if at
least two consecutive payments have remained uncashed or are returned undelivered. The Company must resure
sending warrants if the holder ¢laims the arrears,

{xii} Non-United Kingdom sharcholders

Members with registered addresses outside the United Kingdom are not entitled to receive notices from the Company,
unless they have given the Company an address within the United Kingdom at which such nosices may be served.

4. Directors’ and other interests

{2} The interests (all of which are beneficial unless stated otherwise) both as at 7 February 1997 (the latest practicable date
Prior to the posting of this document) and as they are expected to be immediately following the Offer which:

(i} are required to be notified by each Director of the Company pursuanz to section 324 or 328 of the Act; or
(ii) are required pursuant lo section 825 of the Act to be entered in the register referred to therein; or

(iif) are interests of a connected person of a Director which would, if the connected person were a Director, be required to
be disclosed under sub-paragraph (i) or (ii) above and the existence of which is known or could with reasonable
diligence be ascertained by that Director

are as follows
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Percentage of

Percentage of iwned ordinary

issned Number of share capital

Number of share capitalas  Ordinary Shares immediately

Ordinary Shares atthe date of  afier doqure of following the

Director before the Offer this document the Offer Offert
Richard de Zouche 5.000 0.11 11,250 0.11
William Cran 5,000 0.1 11,250 a11
Richard Battcrsby 5,000 011 15,000 0.15
Barry Anym 5,000 0.11 11,250 0.1
Timothy Wood 37,500 0.85 50,000 0.50

* Assuming all New Ordinary Shares subscribed for,

(b) BWD Rensburg has been granted an option by the Company over 403,202 Ordinary Shares (representing approximately
9.1 per cent. of the current issued share capital and 4 per cent. of the ismied share capital following the Offer, assuming it is
subscribed for in full) further details of which arc contained in paragraph 7(b) of this Part VII. Mr B Anysz and Mr T Wood
are directors of BWD Rensburg.

() Save as disclosed in paragraphs 4(a) and (b) above, none of the Directors (nar any person connected with them within the
meaning of section 346 of the Act) has any interest in the share capital of the Company or any of its substdiaries.

{d) None of the Directors has a service contract with the Company and no such contract is proposed.

(¢) Save as disclosed in paragraph 4(b} above, the Directors are not aware of any interest (within the meaning of Part V1 of the
Act) which will represent 3 per cent. or more of the issued thare capital of the Company following the Offer and Admission
or any person who will, directy or indirectly, jointly or severally, excrcise or could then cxercise control of the Company.

(£ Savc for the interests of Mr B Anym and Mr T Wood as directors of BWD Renshurg and BWD Securities PLC in the
Management Agreement, the Option Agreement, the cosis indemnity, the Placing and Open Offer Agreement and
Sponsorship Agreement, referred to in paragraphs 7(a) to 7(e) inclusive below, none of the Directors is or has been
interested in any transaction with the Company which was or is unusual in its nature or conditions or significant to the
Company which was effected by the Company since incorporation and remains in any respect oustanding or unperformed.

(g) There are no ouwstanding loans by the Company to any Director nor are there any outstanding guarantecs provided by the
Company for the benefit of any Director. .

(k) The aggregate of the emoluments of the Directors, including pension contributions and the estimated value of benefits in
kind, in respect of the financial period ending 30 April 1997 under the arrangements in force at the date of this document
is expected to be approximarely £24,000.

5. Taxaion

The following paragraphs, which are intended as 2 general guide only and are based on current legislation and Inland Revenue
practice, summarise advice received by the Directors as to the position of the Company's sharcholders who hold shares in the
Company other than for trading purposes. Any person who Is in auy doubt as to his taxstion position or is sabject to taxation in
any jurisdiction other than the United Kingdom should cousult his professional advisers,

- (a) Taxation of dividends

Under current law, no tax will be withheld by the Company when it pays a dividend. However, when paying a dividend, the
Company has 10 account to the Inland Revenue for advance corporation tax (“ACT™), cwrrently at the rate of one-quarter of
the amount of the dividend.

A UK resident individual Shareholder who receives a dividend will be entitled to a tax credit of an amount equal to the ACT
on the dividend. If the Company qualifies as a VCT and the Sharehokier is an individual then, to the extent that the
OtdinuySham&nwithinhisquyinglimit,hcwiubeenﬁdcdmpaymen:ofthcmcredit.Formmplc,cnadividend
of £80, the tax credit would be £20 and the individual would be entitled (through the Manager) to recover £20.

Where the Company does not qualify as a VCT or if it qualifics but the Ordinary Sharea all cutside the qualifying limit of
the Sharcholder, individual Shareholders resident in the UK for taxation purposcs will generally be liable to income tax on
the aggregate of the dividend and the tax credit. The tax credit satisfies in full the income tax liability in respect of the
dividend where Shareholders are liable to income tax at the basic or lower rate only. Sharcholders resicdent in the UK whose
income tax liability is less than the aggregate of the amount of income tax deducted from other income paid to them and
the tax credit in respect of dividends, are entitled to an appropriate repayment of tax. UK resident Shareholders who are
subject to tax at the higher rate (currently 40 per cent.) will have to account for additional tax to the extent that tax atsuch
raie on the aggregate of the dividend and @ax credits exceeds the tax credit. For example, on a dividend of £80, such a
wxpayer would have o account for additional tax of £20, For this purpose, dividends will be treated as the top slice of the
individual’s income.

A UR resident corporate Sharcholder will generally not be liable to UK corporation tax on any dividend received and the
dividend received and related tax eredit will normally constitute franked investraent income,

Subject to certain exceptions for individuals who are Commonwealih citizens, citizens of the Republic of Ireland, residents
of the Isle of Man or the Channel Islands and certain others, the right of a holder of a share who is not resident in the UK
(for tax purposes) to claim any part of the tax credit will depend upon the existence and terms of any double tax reaty
berween the UK and the country in which that person is resident. Persons who are not resident in the UK should consult
their own tax advisers concerning their tax liabilities (in the UK and any other country) on dividends received, whether
they are entitled to claim any part of the tax credit and, if so, the procedure for doing 20, or whether any double taxation
relicf is due in any country in which they are subject to tax.
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(b) Stamp duty and stamp diity reserve tax
The Company has been advised that no stamp duty or stamp duty reserve ax will be payable on the issue of the Ordinary
Shares. The Company has been advised that the transfer of shares of any class in the Company will, subject to any applicable
exceptions, be liable to ad valorem stamp duty at the rate of 50p for every £100 {or part thereof) of the consideration paid.
An unconditional agreement to transfer such Shares if not completed by 2 duly stamped transfer will be subject to stamp
duty reserve tax generally at the rate of 0.5 per cent. of the consideration paid.

() Close company

. The Directors believe that the Company is not and expect that following completion of the Offer the Company will not be a
close company within the meaning of section 414 of the Income and Corporation Taxes Act 1988.

6. Investment policy
() The Company intends that its income will be derived wholly or mainly from shares or other securitics, The Company
intends to direct its affairs in respect of each of its accounting periods 5o 2 to qualify as a venture capital trust under the
provisions of section B42AA, of the Income Corporation Taxes Act 1988. Accordingly not more than 15 per cent of the
Company’s gross assets will be invesed in the securities of one company or group at the time such investment is made

(aggregating for this purpose any existing holder in the company concerned).
(b) Not more than 20 per cent. of the Company's gross assets will be invested in the securities of property companies, ie any
companics primarily engaged in property activities which include:
() the holding of properties and development of propertics for letting and retention as investments; or
(i} the purchase or development of properties for subsequent sale, or both.

{c} The investment policy st out in this paragraph 6 and in Part 1 has been, and will continue to be, in the absence of
unforcscen circumstances, adhered to for at leass three years following Admission. Any materiai change to the Company's
investment policy within that three year period will only be made with the approval of Shareholders by ordinary resotution.

7. Material contracts

The following contracts, not being contracts entered into in the ordinary course of business, have been entered into by the

Company since its incorporation and are, or may be, material:

(2) the Management Agreement dated 5 March 1996 betwcen the Company and BWD Rensburg under which the Manager was
appointed to act as manager of the Company’s investments and to provide general management, administrative, secretarial
and accounting services to the Company at an annual fee (in each case plus VAT) of 1.5 per cent. per annum in the first
period to 30 April 1997, 2 per cent. per annum in the sccond year to 30 Agril 1998 and 2.5 per cent. per annum thereafter
of the gross assets of the Campany less current Liabilities. Ifany financial period of the Company is for a period shorter than
twelve months the relevant payment shall be apportioned on a time basis, The fee shall not include Directors’ fees, audit
fees, legal fecs, bank charges, stamp duties, banker's fees, commissions and any other professional fees which shall be barne
by the Company.

The Manager will be responsible for ensuring that the Company's investments and affairs are managed (unless the Board
determines otherwise) in order to qualify as a VCT and as an investnent company. The secking out, making and
monitoring of investments in Qualifying Holdings will be carried out by the Manager butno such investments shall be made
without the appraval of the Board. The Manager is entitled to delegate to BWD Rensburg its responaibility for mnanaging
the Company's investments in Fixed Interest Securities, unit trusts and companies listed on the London Stock Exchange in
accordance with the investment policies set out in this document.

BWD Rensburg has agreed that if the Annual Running Costs (plus any applicable VAT) exceed 2.5 per cent. per annum in
the first period to 30 April 1997, 3 per cent. per annum in the second year to 30 April 1998, and 3.5 per cent. per annum
thereafter of the gross assets of the Company less current labilities, the Company shall be entitled to a rebate on the fees
paid to BWD Rensburg or the Manager to the extent of the excess, If any financial period of the Company is for a period
shorter than twelve months the amount of the Annual Running Costs shall be apportioned on a time basis.

The Management Agreement is for an initial fixed term of three years and is terminable on twelve months® notice by BWD
Rensburg or the Company, expiring on or at any time after the end of the three year period. The Management Agreement
may be terminated forthwith by BWD Rensburg or the Company if the other party commits 2 material breach of the
agreement of In the event of insolvency, The Management Agreement may be terminated by either of the company or BWD
Rensburg on three months’ notice if an offeror shall acquire more than 30 per cent. of the shares of the Company.

(b} the Option Agreement entered into on 5 March 1996 between the Company and BWD Rensburg pursuant to which the
Company granted BWD Rensburg the options (the “Options”) to subscribe for Ordinary Shares at a price of 80 pence per
share (the “Option Price™) in consideration of the services to be provided by the Manager under the Management
Agreement. The Option Agreement entitles BWD Rensburg 1o subscribe for 408,202 Ordinacy Shares. The Option shall be
excerciseable by BWD Rensburg in whole or in part (in tranches of not less than 10,000 Ordinary Sharca} twice annually
during the period of 30 days following the despatch by the Company to its Shareholders of its annual accounts and interim
accounts during the years 2001 to 2005 provided that the average middle market quotation of the Ordinary Shares, as
derived from the London Stock Exchange Daily Official List for a five day consecutive period in the month immediately
prior to despatch to the Sharchalders of those accounts is at least £1.20 {the “Share Price®). The Share Price shall be subject
to upwards adjustment by the aggregate amount by which the gross dividends paid or recommended for payment to
Shareholders in respect of the years preceding the exercise of the Options were lexs than 4 pence in aggregate per annum,
The Share Price shall be subject to downwards adjustment by the aggregate amount by which the gross dividends paid or
recommended for payment to Shareholders in respect of the years preceding the exercise of the Options were greater than
4 pence in aggregate per annum. The Options are assignable 1o any other member of BWD Rensburg's group (other than
the Company).

In the event that prior to exercise of any of the Options:
() the nominal amount of the Ordinary Shares shall be altered as a result of consolidation or subdivision of shares; or

{il) Ordinary Shares shall be allotted by way of capitalisation of reserves or other profits (other than Ordinary Shares paid
up out of distributable reserves and lssued in lieu of cash dividend}; or
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(iii) the Company makes any capital distribntions to Shareholders as a result of capital gains made on disposals of
investments

then the number of Ordinary Shares subject to the Options, the Option Price and/or the Share Price shall be adjusted to

take into account any such event.

The Option Agreement also contains provisions allowing for the exercise of the Options in the following cases:

{f) i a third party makes an offer to acquire the whole or part of the issyed ordinary share capital of the Company, which
for these purposes includes the publication of a scheme of armangement under section 425 of the Act, the Options
shall become exercisable provided that the price contained in the offer is an amount equal to or in excess of the Share
Price; or

(il) ifan order is made or an effective resolution is passed for winding up the Company, BWD Rensburg shall be entitled
to participate in the distribution of any surphus asscta provided that in such winding up all Shareholders have, in
respect of their Ordinary Shares, received an amount at least ¢qual to the Share Price.

The Option will lapse before 31 December 2005 if the Management Agreement ir terminated, in the event of a volunzary

arrangement in respect of BWD Rensburg, the winding up of BWD Rensburg, the presentation of an administration order

in respect of BWD Rensburg or, the appointment of a receiver to all or part of the asses of BWD Rensburg.

and Peel Hunt agreed to act as sponsor in conection with the Flotation. In the agreement the Company and the Director

gave certain warranties and the Company gave certain indemnitics to Peel Hunt and BWD Securities,

(d) An indemnity dated 7 February 1897 pursuznt 1o which BWD Rensburg agreed to indemnify the Company for any costs

(c)

{a)

(excluding VAT) incurred by the Company in connection with the Offer in excess of § per cent, of the gross proceeds of
the Offer. In consideration for the indemnity, the Company agreed with BWD Rensburg that if the costs {excluding VAT)
incurred by the Company were less than 5 per cent. of the gross proceeds of the Offer, it would pay to BWD Rensburg an
amount equatl to the shorifall,

The Sponsorship Agreement entered into on 7 February 1997 between the Gompany (1) the Directors (2} and Peel Hunt

(2) pursuant to which Peel Hunt has agreed pursuant to the terms of the Sponsorship Agreement to act as sponsor for the

Company in connection with the Open Offer and Offer for Subscription.

Under the Sponsorship Agreement:

(i) the Company has agreed to pay Peel Hunt a fixed fee of £10,000 and a commission of 0.5 per cent. of the gross
proceeds of the Offer, subject to a minimum coramission of £10,000 and a maximum commission of £20,000, plus any
applicable VAT in connection with the Offer and the application for the New Ordinary Shares to be issued pursuant to
the Offer w be admitted to the Official List;

(ii) the Company has agreed to pay all other costs and expenses of and incidental to the Offer and related arrangements
together with VAT thereon;

@ili) the Company has given certain wasranties and indemnities to Peel Hunt as to the accuracy of the information in this
document and a3 1o other matiers in relation to the Company. The Directors have warranted to Peel Hunt that there
are no mavers relating to any Director which are material to the Offer not disclosed in the Prospectus;

(v) Peel Hunt may terminate the Sponsorship Agreement in certain circumstances prior to 30 April 1997; and

(v} the Company and Peel Hunt shall determine in their absolute discretion the basis of allocating the New Ordinary
Shares pursuant 1o the Offer for Subscription,

8. Overseas investors

No person receiving a copy of this document or an Application Form in any territory other than the UK may treat the same
as constituting an offer or invitation to him to subscribe for or purchasé¢ Ordinary Shares.

(b} No action has been taken to permit the distribution of this document in any jurisdiction outside the UK where such action

is required to be taken. All applicants under the Offer will be required to warrant that they are not a US person as defined
in paragraph d(x) of Part VIII of this document or a resident of Canada or Australia.
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10. General

() There has been no significant change in the financial or trading position of the Company since 31 October 1996, being the
date to which the first interim accounts of the Company were made up.

(b) XPMG Audit Plc has given and has not withdrawn its consent to the issue of this document with the inclusion herein of their
accountants’ report and references thereto in the form and context in which they appear and has authorised the contents
of such report and references thercto for the purposes of section 152(1)(e) of the Financial Services Act 1986,

{c) The Ordinary Shares in issuc at the date of this document are, and the new Ordinary Shares to be issued pursuant to the
Offer will be, in registered form. Definitive certificates are expected to be posted no later than 17 March 1997 in respect of
the Open Offer, 17 April 1997 in respect of applications under the Offer for Subscription in tax year 1996/97 and 16 May
1997 in respect of applications under the Offer for Subxription in tax year 1997/98. Prior to the despatch of definitive
certificates in respect of such shares, wransfers will be certified againat the register. No temporary documents of title will be
isued.

(d} The existing issued Ordinary Shares are listed on the London Stock Exchange. Following the Offer, the New Ordinary
Shares will also be listed on the London Stock Exchange. It is not proposed to seek a listing for the New Ordinary Shares on
any stock exchange other than the London Stock Exchange.

(¢) The mid market quotation for an Qrdinary Share (as derived from the Daily Official List of the London Stock Exchange)}
on the firt dealing day of each of the last six months and on 6 February 1997, being the last practicable date prior to the
publication of this document, was as follows:

2 September 1996 9bp
1 October 1936 S4p
1 November 1996 : o4p
2 December 1996 Hp
2 January 1997 94p
3 February 1997 S4p
6 February 1997 94p

(£ The Offer Price represents a premium of 90p over the nominal value of 10p of each New Ordinary Share. The Offer Price
has been set by the Directors at the same level as the price set at the Flotation.

(8) The Dircctors estimate that the expenses payable by the Company in connection with the Offer and Admission will be
approximately £267,307 (inclusive of value added tax which is assumed to be irrecoverable), Included within this total is
approximarcly £166,945 being the aggregate remuneration (including commissions) payable to financial intermediaries. If
the maximum of £5,564,780 is raiscd under the Offfer the net procesds to the Company of the Offer will be £5,277,475. The
proceeds will be applied in accordance with the Company's investment policy. No expenses of the Offer are being
specifically charged to subscribers under the Offer,

(h) The Company has not, since incorporation, been engaged in any legal or arbitration proceedings which may have or have
bad a significant effect on the Company's financial position and no legal or arbitration proceedings are pending or
threatened againat the Company. :

(i) Itisintended that the following conditions will continue to be met:

(i) that the Directors and any investment manager of the Company will have sufficient and satisfactory experience in the
management of investments of the type in which the Company intends to Invest;

(ii) that the Directors of the Company will act independently of the investment maxnager of the Company's investments
and in particular a majority of the Board will not be directors or employees of or former directors or employses of or
professional advisers to the investment managers or any other company in the same group as the investment
managers;

(iif) chat the Company will not have control of the companies in which it invests in accordance with its investment, policyin
such a way as to render them subsidiary undertakings;

(iv) adherence to the restrictions on investment set cut in paragraphs 6(a) and 6(b) above,

() The Offer is sponsored by Peel Hunt which is regulated by The Securities and Futures Authority Limited and a member of
the London Stock Exchange.

{k} None of the New Ordinary Shares has now been sold io, nor are any of the New Ordinary Shares being made available in
whole or in part to, the public in. conjunction with the application for listing of the New Ordinary Shares other than
pursuant to the Offer. . '

{I) There are no amangements under which future dividends are waived or agreed to be waived.

(ra) At the close of business on 3] January 1997, the Company had no loan capital (including term loans) outstanding, or
<reated but unissued, morigages, charges, bank overdrafts and liabilitics under acceptances (other than normal trade bills)
or acceptance credits, hire purchase or finance lease cornmitiments or guarantees or other contingent liabilities. At the
same date, the Company had cash at bank of £1,171,799.

(n} The Company's first audited account for the period from incorporation to 31 October 1996 have been audited for the
purposes of this Prospectus by KPMG Audit Ple, Chartered Accountants and Registered Auditors, whose addresses are set
out on page 4 of this document.

11. Documents available for inspection

Copirs of the following documents will be available for inspection during normal business hours on any weekday (Saturdays and
public holidays excepted) at the reginered office of the Company and at the offices of Pesl Hunt, 62 Threadneedle Street,
London EC2 for a period of 14 days from the date of this document, .

{a) the memorandum and articles of association of the Company,

(b) the material contracts referred to in paragraph 7 above;

{c} the accountanis’ report on the Company set out in Part IV of this document; and

(d) the audited accounts and interim results of the Company for the period from incarporation 1o 31 Octobef 1996; and

(2} the written consent referred to in paragraph 10(b) above; and

() the circular dated 10 January 1997 relating to the disapplication of pre-emption rights, as set out in paragraph 2(d) above.
7 February 1997
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9. Details of investments
As at the date of this prospectus the Company

follows:

Name

Registersd office

Activity

Total issued shate capital

Capital held and proportion of
oquity held

Voting rights attributable to
shares held

Cast of investmant
Amounits to be paid on shaves
held
Vabuation at last practicable
date, and basis of valuation

Valuation in the Company's last
acoounts’

Net assats

Reserves

Raainad profit

Profit/(loss) before tax
Profit/(lass) en ordinary
adtivities after tax

Amounts owed to the Company
Amounts owed by the Company

1€:¢1

Chadwick Web Processing
plc

Century Works
Webster Street
Oidham OLS 1JY

. Design and manufacture of

a range of flexographic
printing machinery for the

packaging industry

60,000 “A” ordinary shares
of £1 each

20,000 *B" ordinary shares
of £1 each

500,000 & per cent.
redeemable preference
shares of £1 each

304,000 12 per cent.
redccmable preference
shares of £1 each

20,000 *B” ordinary shares
{25 per cent. of ordinary
equity)

304,000 12 per cent.
preference shares (37.8 per
cent. of preference share
capital)

*B” ordinary shares: 1 vote
per share on a poll
Preference shares: Non-
voting unless preference
dividends in arrears or
redemption of preference
shares not made on due
date when the preference
shares shall have 1 vote per
share on a pol or 1 vote on
a show of hands

£400,000
Nil

£400,000 (cost)

£400,000

N/AW
N/AW
N/AW
N/AW
N/AW

Nil
Ni}
Nil

34 °L ANIL QEAIEDY

Cirqual pic

Whitley Way

Airfield Industrial Estate
Ashbourne

Derbyshire

DE6 1LG

Holding company for
specialist businesses involved
in aluminium extrusions,
thermoplastics and precision
fabrications for acrospace,
electronics and automotive
markets

20,944,512 ordinary shares
of 4 pence each

153,919 ordinary sharcs
(0.75 per cent. of equity)

1 vote per share on a poll

£207,791
Nit

£300,142 daily official list
mid market price as at 6
February 1997

£225,000

£1,413,000(2
£753,000
£925,000
£2,570,000(
£1,598,000%

Nil
Nil
Nil

(1) Valuations taken from the interim results for the period to 31 October 1996
(2) Andired, year to 31 August 1996

{3) Audited, year to 31 December 1995

{4) New company created as MBO investment vehicle.

SEICAPITAL FOR COMPANIES VCT

¢960

ALTO VT T

A ILT0

ZAARN FC¥F T TN YYJ TC:OT TWI ra

has made three investments in Qualifying Companies, the details of which are as

Goldstar {Natura] Fruit
Juices) Limited

Sonex House
Sharston Road
Wythenshawe
Manchester M22 4RX

Manufacturer and
packaging of soft still drinks
and fruit juices

104,000 “A” ordinary shares
of £1 each

56,000 “B” ordinary shares
of £] each

599,920 "A” 12.5 per cent.
redeemable preference
shares of £]1 each

157,000 "B" 7 per cent.
preference shares of £1 each

28,000 “B” ordinary shares
{17.5 per cent. of ordinary
equity)

299,960 "A" 12.5 per cent.
redeemable preference
shares (39.6 per cent. of
preference share capital)

“B" ordinary shares: 1 vote
per share on a poll
Preference shares: Non-
voting unless preference
dividends in arrears or
redemption of preference
shares not made on due
date when the preference
shares shall have 1 vote per
share on a poll or I vote on
2 show of hands

£575,000
Nil

£375,000 (cost)

N/A

£42 0001
£32,000%
{£43,005)™
(£99,878)
{£89,495)»

Nil
Nil
Nil

Fn/rn
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Terms and Conditions of Application

under the Offer

In these terms and conditions, which apply to the Offer:

“Applicant” mecans a person whose name appears a8 such in a
Priority Application Form or Application Form; "Apolication”
means the offer by an Applicant by completing the Priority
Application Form or either. of the Application Forms and
posting (or delivering) it to Northern Registrars Limited (the
"Receiving Agents™) or as otherwise indicated in the
Prospectus dated 7 February 1997 issued in connection with
the Offer.

Save where the contcxt otherwise requires, words and
expressions defined in the Prospectus have the same
meanings when uscd in the Priority Application Form and/or
Appiication Forms and explanatory notcs in rclation thereio.

The scction headed “How to complete the Application Forms
and Enduring Declarations™ set out on page 42 and the
statements set out in the Priority Application Form form part
of these terms and conditions of Application.

(2) The contract created by the acceptance of an Application
under the Offer will be conditional on the Sponsorship
Agreement referred to in paragraph 7(c) of Part Vii of
the Prospectus becoming unconditional in alt respects,
and not being terminated in accordance with it terms
before the relevant closing date for the Offer.

{b) The right is reserved by the Company to present ail
cheques and banker's drafts for payment on receipt
(other than post dated cheques which may be presented
on or afier the date specified on the cheque) and o
retain share certificates and application monies, pending
clearance of succensful Applicants' cheques and banker's
drafis, The Company may treat Applications {including
those contained in Application Form B and returned
prior to and not revoked before 7 April 1997) as valid and
binding even if not made in all respects in accordance
with the prescribed instructions and the Company may, ar
its discretion, accept an Application it respect of which
payment i1 not received by the Company prior to the
closing of the Offer. The right is also reserved to reject in
whale or in part, or scale down or limit, any Application,
other than an Application by a Qualifying Shareholder for
his pro rata entilement. If any Application is not accepted
in full or if any contract created by acceptance does not
become unconditional, the application monies or, as the
case may be, the balance thereof will be returned (without
interest) by returning each relevant Applicant's cheque or
banker’s draft or by crossed cheque in favour of the
Applicant, through the post at the risk of the person(s)
entitled thereto. In the meantime, application monies wilt
be rerained by the Receiving Agents in a separate account.

{c) By completing the Priority Applicaton Form or the
Application Forrms you agree that, in consideration of the
Company agreeing that it will consider and process
Applicatons for New Ordinary Shares under the Open
Offer and the Offer for Subscription in accordance with
the procedures referred to in this document, your
Application (other than an Application on Application
Form B submitted prior to 6 April 1997 and thereafier

revoked on or before 7 April 1997) will not be revoked
and that this paragraph shall constitute a collateral
contract between you and the Company which will
become binding upon despatch by post to, or (in the case
of delivery by hand} on xeccipt by, the Receiving Agents of
your Priority Application Form or Application Forms

{other thar an Application on Application Form B

submitted prior to 6 April 1997 and revoked on or before

7 April 1997);

(d) By compicting and delivering either the Prorly

Application Form or Application Forms, you:

(i) offer o subscribe for the number of New Ordinary
Shares specified in your Priority Application Form
or Application Forms (or such lesser number for
which your Application is accepred) ar the Offer
Price on the terms of and subject w0 the Prospectus,
including these terms and conditions, and subject
to the Memorandum and Articles of Association of
the Company;

(i) agree and warrant that your cheque or banker's
draft may be presented for payment on receipt
(except in the case of the completion of Application
Form B prior to 6 April 1997, in which case you
agree and warrant that your cheque or banker’s
draft may be presented for payment after 7 April
1997) and will be honoured on first presentation
and agree that if it is not so honoured you will not
be entitled to receive a certificate in respect of the
New Ordinary Shares until you make payment in
cleared funds for such shares and such payment is
accepted by the Company in its absolute discretion
(which acccptance shalt be on the basls that you
indemnify it, Peel Hunt and the Receiving Agents
against all costs, damagey, loases, expenses and
liahilities arising out of or in connecton with the
failure of your remittance to be honoured on first
presentation) and you agree that, at any time prior
to the unconditional acceptance by the Company of
such late payment, the Company may (without
prejudice to i1s other rights) avoid the agreement wo
subscribe such shares and may issuc or allot such
shares to some other person, in which case you will
not be entitded to any payment in respect of such
shares, other than the refund to you, at your risk, of
the proceeds (if any) of the cheque or banker's
draft accompanying your Application, without

interest;
(iii} agree that, in respect of those New Ordinary Shares
. for which your Application has been received and is
not rejected, your Application may be accepted at
the electon of the Company either by notification
to the London Stock Exchange of the basis of
allocation or by notification of acceptance thereof

to the Receiving Agents;
(iv) agree that any monies refundable o you may be
retained by the Receiving Agenu pending clearance
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of your remittance and any verification of identity
which is, or which the Company or the Receiving
Agents may consider to be, required for the
purposes of the Money Laundering Regulations
1993 and that such monies will not bear intereat:

(v) authorise the Receiving Agents o send share
certificate(s) in respect of the number of New
Ordinary Sharcs for which your Application is
accepted and/or a crossed cheque for any monies
returnable, by post, without interest, to your address
set out in the Priority Application Form or
Application Forms and 1o procure that your name js
placed on the register of membess of the Company
in respect of smuch New Ordinary Shares;

() agree that all Applications, acceptances of
Applications and contracts resulting therefrom shall
be governed in accordance with English law, and
that you submit to the jurisdiction of the English
Courts and agrec that nothing shall Himit the right
of the Company or Peel Hunt o bring any action,
sult or proceeding arising out of or in connection
with any such Applications, acceptances of
Applications and conmtracts in any other manner
permitted by law or any court of competent
Jjurisdiction;

{vii) confirm that, in making such Application, you are
not relying on any information or representation in
relaion to the Company other than the
informadon conwmined in the Prospectus and
accordingly you agree that no person responsible
solely or jointly for the Prospectus or any part
thereof or involved in the preparation thereof shall
have any liability for any such information or
Iepresentation;

{viii} irrevocably authorise the Receiving Agents and/or
Peel Hune or any person authorised by either of
them, as your agent, o do all things necessary 1o
effect registration of any New Ordinary Shares
subscribed by or issued to you into your name and
authorise any representatve of the Receiving
Agents or of Peel Hunt to cxecute any document
required therefor;

(ix) agree that, having had the opportunity to rezd the
Praspectus, you shall be decimed to have had notice
of all information and statements concerning the
Company and the New Qrdinary Shares contained
therein;

(x} confirm that you have.reviewed the restictions
contained in paragraph (g) below and warrant that
you are not a “US Person”™ as defined in the
Securities Act of 1953, as amended, nor a resident
of Canada or Ausgalia and that you are not
applying for any New Ordinary Shares with a view to
their offer, sale or delivery 1o or for the benefits of
any US Person ot x resident of Canada or Australia;

(xl) warrant that, in connection with your Application,
you have observed the laws of all requisite
territories, obtained any requisite governmental or
other consents which may be required, complicd
with all requisite formalities and paid any issue,
transfer or other taxes due in connection with your
Application in any territory and that you have not
taken any action which will or may result in the
Company, Peel Hunt or the Receiving Agents acting
in breach of the regulatory or legal requirements of
any territory in connection with the Open Offer
and/or the Offcr for Subscription or your
Application; .

{xii) declare that you are an individual aged 18 or over:

(xdil} agree that all documents and cheques sent by post
to you, by or on behalf of the Company or the
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ALID Vil

{e)

n

()

Receiving Agents, will be sent at the risk of the
person entitled thereto;

{(xv} agree, on request by the Company, or Peel Hunt on
behalf of the Company, w disclose promptly in
writing to the Company, any information which the
Company or Peel Hunt may reasonably request in
connection with your Application including,
without limitaton, sarafactory evidence of identity
0 ensure compliance with the Money Laundering
Regulations 1993 and authorise the Company and

Peel Hunt to disclose any information relating to-

your Application as it considers appropriate;

(xv} agree that Peel Hunt will not meat you as iws
customer by virtue of your Application being
accepted or owe you any duties or responsibilities
concerning the price of the New Ordinary Shares or
the suitability for you of the New Ordinary Shares or
be responsible to you for providing the protections
afforded o its customers;

(xvi} where applicable, authorise the Company and/or

- the Manager to make on your behalf any chim to
relicf from income tax in respect of any dividends
paid by the Company;

{xvil) declarc that the Priority Application Form or
Application Forms has or have been completed to
the best of your knowledge;

(xvii) undertake that you will notify the Company if you
are aged 18 or over or not, or cease to bhe
beneficially entitléd to the shares; and

{xix) declare that 2 loan has not been made to you or any
associate, which would not have been made or not
have been made on the samc terms, bur for you
offering 10 subscaribe for, or acquiring, New
Orditiary Shares and that the New Ordinary Shares
are being acquired for bona fide commercial
purposes and not as part of a scheme or
arrangement the main purpose of which is the
avoidance of tax.

In order for the Company to reclaitn on your behalf the
t2x credit attributable to dividends paid by the Company,
you will be required to complete (and return with your
Application) the Enduring Declaration contained within
your completed Priority Application Form or Application
Forms. It is important that this is completed fully and
accurately. The Inland Revenue may reclaim the tax
credit from the Company if it is not so completed and in
these circumstances the Company reserves the right to
claim compensation from you.

No person receiving a copy of the Prospectus, a Priority
Application Form or Application Forms in any territory
other than the UK may treat the same as constituting an
invitation or offer to him, ner should he in any event use
such Priority Application Form or Applicaion Forms
unless, in the relevant territory, such an inviration or offer
could lawfully be made to him or such Priority Application
Form or Application Forms could lwfully be used without
contravention of any regulation or other legal
requirements. Itis the responsibility of any person outside
the UK wishing to make an Application to satisfy himsclf
as to full observance of the kaws of any relevant territory in
connection therewith, including cbuaining any requisite
governmental or other consents, observing any other
formalities requiring 10 be obscrved in such territory and
paying any issue, mansfer or other taxes required to be
paid in such territory.

The New Ordinary Shares have not been and will not be
registered under the United States Securides Act 1933, ax
amended, and may net be offered or sold in the United
States of Amierica, its territories or possessions or other
areas subject to its jurisdiction {the *USA"). No relevant
clearances have been obtained or documents been lodged
with the Securitics Commission of any province or

«---..ES8 ¥CT PLC

| 59
2960 ¥e¥ TLTIO YV ZG:€T THA /AR.

zn/in



Vo3

40

1671

. terrhtory in Canada or with the Australian Securities

Commission, in addition, the Company has not been and
will not be registered under the United States Investment
Company Act of 1940, as amended, The Manager will not
be registered under the United States Investement Advisers
Act of 1940, as amended. No Application will be accepted
if it bears an address in the USA, Canada or Australia,

(h) It is a term of the Open Offer and the Offer for

Subscription that, to ensure compliance with the Money
Laundering Regulations 1993, each of the Company or
the Receiving Agents is entitled to require, at its absolute
discretion, verification of identity from any Applicant
including an Applicant who either (i) tenders payment by
way of a cheque or banker's draft drawi: on an account in
the namc of a person or persons other than the Applicant
or (ii) appears to the Receiving Agents to be acting on
behalf of some other person. Pending the provision of
evidence satisfactory to the Receiving Agents as to the
identity of the Applicant and/or any person on whose
behalf the Applicant appears to be acting, the Receiving
Agents may, in its absolute discretion, rewin a Priority

Application Form or an Application Form lodged by an

M

Applicant and/or the cheque or other remittance relating
thereto and/or not enter the Applicant in the register of
members or issue any share certificate in respect of them.
If verification of identity is required, this may result in
delay in dealing with an Application and in rejection of
the Application. The Company reserves the right, in its
absolute discretion. for it or the Receiving Agents to reject
any Application in respect of which the Receiving Agents
consider that, having requested verification of identity, it
has not received evidence of such ideniity satisfactory to it
by such timic as was specified in the request for verification
of identity or in any event within a reasonable period. In
the event of an Application being rejected in any such
circumstances, the Company reserves the righe in it
absolute discretion, but shall have no obligation, to
terminate any contract of allotment relating to or
constituted by such Priority Applicaion Form or
Application Form {in which event the money payable aor
paid in respect of the Application will be returned
(without interest) to the account of the drawee bank from
which such sums were originally debited) and/or to
endeavour to procure other subscribers for the New
Ordinary Shares in question (but in each case without
prejudice to any right the Company may have to take
proceedings to recover in respect of loss or damage
suffered or incurred by it a8 a result of the failure to
produce satisfactory cvidence as aforesaid). The
submission of a Priority Application Form or an
Application Form will constitaste a wamanty and
underiaking by the Applicant o provide prompily to the
Receiving Agents, such information as may be specified by
it as being required for the purpose of the Money
Laundering Regulations 1998,

Neither the Company nor the Receiving Agents nor Pecl
Hunt shall be responsible or have any lability for loss or
damage {whether actual or alleged) arising from the
election by the Company to treat an Application as invalid
or to terminate the contract of allotment as a resule of the
Company or the Receiving Agents not having received
cvidence as to the identity of the person lodging the
relevant Application Form or Priority Application Form
reasonably satisfactory to it within a reasonable time of
having requested such information.

The baxis of allocation under the Offer for Subscription
will be determined by the Company in its ahsolume
discretion after consultation with Pecl Hunt provided that
Applications from Qualifying Shareholders in tax year
1997/98 up to their pro ratz entitlement under the Open
Offer, and Applications from Beneficial Shareholders in
cither tax year 1996/87 and/or tax year 1997/98 up to
their Notional Entitlement will have priority. Al other

84 L ANIL QEAIRDEY

Applicatons under the Offer for Subscription will be
accepted in order of receipt without regard to the tax year
for which the Application is made and the right s
teserved for the Company to allot New Ordinary Sharcs
prior to the closing dates for the Offer for Subscription in
respect of completed Application Forms received prior to
the relevant closing date. The right is reserved,
notwithstanding the basis 30 determined, to reject in
whole or in part, scale down and/or ballot any
Application under the Offer for Subscription or any part
thereof including, without limitation Applications In
respect of which any verification of identity which the
Company or the Receiving Agents consider may be
required for the purpose of the Money Laundering
Reguladons 1993 has not been satisfactorily supplied. .
Dealings prior to the issue of certificates for New Ordiaary
Shares will be at the risk of Applicanu. A person so
dealing must recognise the risk that an Application may
rot have been accepted to the extent antcipated or at all.
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Availability of the Prospectus

Copies of the Prospectus are available for collection from the Company Announcements Office, London
Stock Exchange, Stock Exchange Tower, Bartholomew Lane, London EC2 for the two business days
following the date of this document and until the date on which the Offer closes, from the Company and

from:

Pecl, Hunt & Company Limited
Carlton Tower
St, Paul's Street
" Leeds
151 20B
Contact: Sue Bainbridge
Tel: 0113 284 2411

Capital for Companies
Quayside House
Canal Wharf

Leeds

LS11 5PU

Contact; Barry Anysz
Tel: 0113 243 8043

Peel, Hunt & Company Limited
62 Threadneedle Street
London

EC2R 8HP

Contact: Caroline Stace

Tel: 0171 418 8911

Northern Registrars Limited
Northern House

Penistone Road

Fenay Bridge

Huddersfield

HD8 LA

Contact: Alison Sykes

Tel: 01484 606664

And from any office of BWD Rensburg Limited at the following addresses:

100 Old Hall Street
Liverpool

L3 9AB

Contact: Stephen Trowbridge
Tel: 0151 227 2030

Quayside House
Canal Wharf

Leeds

1LS11 5PU

Contact: Andrew Goodchild
Tel: 0113 245 4488

18 Railli Court
Manchester

M3 5FT

Contact: Roderick Mather
Tel: 0161 832 6868

Zvo b

CAPITaA a
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Meadowhall House
Meadowcourt

3 Hayland Street
Sheffield

59 1BY

Contact: Robert Allen
Tel: 0114 261 7744

St. Georges Housc
99/10] High Street
Belfast

BT1 2AH

Contact: Patrick Mahoney
Tel: 01232 321002

De Quincey House

48 West Regent Street
Glasgow

G2 2RB

Contact: Smart Light
Tel: 0141 333 9323
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Capital for Compames VUl pIc

.
APPLICATION FORM AND ENDURING DECLARATION | A

IMPORTANT: Before completing this form plesse read the nwompmyhg notes.

Make your che :l]ue or banker’s draft out to “Northern Registrars Limited A/C Capital for ies VCT plr." and cross it “A/ Cc
Payee only” and return this form with the payment i arrive by 10.00 am on SA;::ln 997, to Ni ﬁnﬂn
House, Penistone Road, Fenay Bridge, Huddemfield I‘IDSOIAordchvmdby d only to the same

H you post your Application Form you are recommended 1o use first class post and to aliow four days for delivery.
PLEASE USE BLOCK CAPITALS

{ 1
-Lmloﬂe:«mwbsmb&.fonmm ~New.Ordinasy Shares.at £1.each-or such Jesser.number. of News...
Ordinary Shares for which this application may be accepted in
the event of aver-subscription on the terms and conditions set
out in Part VIII of the prospectus dated 7 February 1997.

2
!m.m.meamomlm’paﬁngufomhelﬂm&dimw.shamsh

{Thia should be the number of New Ordinary Shares for which you are £
applying muldiplied by £1)
e Title.and.narne 0 S v wmmsomms -

Permanent address in full

Post Code Daytime Tel:
L » 7Y birth - " -
te.of birt Day Month Year
NMNatiopal lnsurance Number/Lhave no National Insuance NUMBDOE v 4« w0 = v a m w e

(delete whichever is not applicable}

Please send me a certificate confirming my entitlement to VCT' tax reliefs. I will acquire New Ordinary Shares in Capital
for Companies VCT plc on 4 April 1997 (the expected date of issue of the New Ordinary Shares in the tax year
1996/97).

6
!,mSpuifysxheumnmthchth@Nethdinm&uufmmhichyowe.a.pplying.-u.mw.«.
are being acquired in excess of the permiited maximum for the tax year to 5 April £
1997,
{State Nil if appropriate). {Important: See note 6 before completing this form).

7
. o BY. SiEENE this form | HEREBY DECLARE THAT; "

(i) I have received the Prospectus dated 7 February 1997 and have read the terms and conditions of application contained therein and
agree to be bound by them.

(ii} 1 will be the beneficial owner of the New Ordinary Sharcs in Capital for Gompanies VCT ple issued to me pursuant to the Offer for
Subscription.

{iti) To the besk of my knowledge and belief, the particulars § have given Capital for Companies VCT ple are correct. If the New Ordinary
Shares are issued on a different date or if the Offer for Subascription is over-subscribed I hereby authorise Capital for Companies VCT ple

to complete the boxes designated for official use below, and for this information to be treated by the Inland Revenue a5 modifying the
information provided in boxes 1, 2 and 6 and the date on which the New Ordinary Shares arc issned.

Signature Date 1997
For official use only
Date on which New | Amount paid for New | The excess of the aggregate subscription price over the | Number of New
Ordinary Shares Ordinary Shares permitted maximum for the tax year to 5 April 1997 is Ordinary Shares
issued issued (state nil if appropriate) issued
£
carrr.0960 757 [L10 'ES VCT PLC |43
i 407 ALED VIWITT 7AQ&N ¥CH TITN YWI CC 0T TMJ ra
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Intermediaries should stamp and complete this box. Stamp

Firm name

Contact name

SRO/RPB istration No:
Address

Postcode
Tel:

Fax:

¢4 | carrTaL ror comrantes vI60 ¥4F 1410
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Capltal for Companies VUL pic

APPLICATION FORM AND ENDURING DECLARATION | B
IMPORTANT: Before completing this form please read the accompanying notes.

Make your cheq ueorbankersdmftautto“NorthmRagu&u:IhitedA/ ital for Com; amelVCI‘plc"andcrossit ‘A/C
Payee nly"and return this form with th, ent to arrive by 10.00 am on 30 1997, to N Limited, Northern
House, Penistone Road, Fenay Bridge, Hpa ersfield HD8 ﬂLA or delivered by hand onl'y to the nme ad

If you post your Application Form you are recommended to use first clasy post and to allow four days for delivery.

PLEASE USE BLOCK CAPITALS
sl Eer do.subscribe-£or. o wNew.-Qrdinary.Shares.at-£1.each-or.such-lesser number.of New. o
Ordinary Shares for which this application may be accepted in
the ¢vent of over-subscription on the terms and conditions set
out in Part VIII of the prospectus dated 7 February 1997.
o
The amountl.am paying.fos.the.New. Crdinary Shaves is J—
(This thould be the number of New Ordinary Shares for which you are £
applying multiplied by £1}
;
et e gitle-and 2ame.in- Sl o, - -
Permanent address in full
Post Code Daytime Tel:
"
e Date.of birt Day " Month " Year -
.‘.w....meaﬁonaLInnmnce-Numbe:/LhamNaﬁmunﬂP Numb e e w . PO J—

{deiete whichever is not applicable)

Please send me a certificate confirming my entitlement to VCT tax reliefs, ] will acquire New Ordinary Shares in Capital
for Companies VCT ple on 30 April 1997 (the expected date of issue of the New Ordinary Shares in the tax year
1997/98).

WEM»MSW@MM.&-WMNWQMM&:M Fou.are. applying.....o

are being acquired in excess of the permitted maximum for the tax year to 5 April £
1998.
{State Nil if appropriate). (Important: See note 6 before completing this form).

rrrnd

%, ... 1 signing this form LHEREBY DECLARE, THAT;

(i) I have received the Prospectus dated 7 February 1997 and have read the terms and conditions of application contained therein and
agree to be bound by them.

(ii) I will be the beneficial owner of the New Ordinary Shares in Capital for Companies VCT plc issued to me pursuant o the Offer for
Subscription.

{iii} To the best of my knowledge and belicf, the particulars 1 have given Capital for Companies VCT pic are correct, If the New Ordinacy
Shares are issued on a different date or if the Offer for Subscription is oversubscribed X hereby authorise Capital for Companies VCT plc
to complete the boxes designated for official use below, and for this information to he treated by the Inland Revenue as modifying the
information provided in boxes 1, 2 and 6 and the date on which the New Ordinary Shares are issued.

_____'___-___-----_ﬂg;(._____‘_“____-_-_,--____“-_-_h__*--________,_,_,_____-‘-h__-____H___________-___-_--__.._.________,_____________-_“_

Signature Date 1897
For official use only
Date on which New | Amount paid for New | The excess of the aggregate suhscription price over the Number of New
Ordinary Shares Ordinary Shares permitted maximum for the tax year 1o 5 April 1998 is Ordinary Shares
fssued issued (state nil if appropriate) jasued
£
CAP;TAZQB[] 17% [LIU ES5 VCT PLCI45
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Intermediaries should stamp and complete this box. Stamp

Firm name

Contact name

SRO/RPB Registration No:
Address

Rostcode

Tel:

Fax:

46 | CAPITAL FOR COMPANIES v 360 §67 iL10
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