Hargreave Hale AIM VCTs Offer 
                        Reasons Why paragraphs 

Sample Suitability Paragraphs – Hargreave Hale VCTs Offer

These statements can be inserted into your ‘suitability’ letters to your clients. They highlight some of the specific features of the Hargreave Hale VCTs linked offer for tax year 2016/17 and are intended to support the broader, generic reasons you may give for recommending a VCT. The statements are not intended to be definitive and will need to be tailored to individual circumstances. Please note that Hargreave Hale Equity Partners (Hargreave Hale) does not guarantee that these statements comply with the requirements for ‘suitability’ letters. You must ensure you are satisfied that your ‘suitability’ letters comply with the FSA’s rules and your own Compliance Department Guidelines. 

Generic description of VCTs
VCTs were introduced to encourage individuals, by offering them substantial tax benefits, to invest in a portfolio of investments comprising at least 70% unquoted UK trading companies. VCTs are investment companies whose shares are listed on the Official List and traded on the London Stock Exchange. To date, over £3 billion has been raised by more than 100 VCTs (source: Downing).

VCTs were created so that their investors could benefit from a spread of Qualifying Investments under the supervision of professional managers, who can in many cases contribute valuable experience, contacts and advice to the businesses in which they invest. VCTs have to be approved by HM Revenue & Customs for the purposes of the venture capital trust legislation. VCTs are entitled to exemption from corporation tax on any gains arising on the disposal of their investments and such gains may be distributed tax-free to investors.

Taxation benefits to Investors
The tax reliefs set out below are available to individuals aged 18 or over and not to trustees, companies or others who invest in VCTs. Whilst there is no specific limit on the amount of an individual’s acquisition of shares in a VCT, tax reliefs will only be given to the extent that the total of an individual’s subscriptions or other acquisitions of shares in VCTs in any tax year do not exceed £200,000. 
Investing in a VCT offers a range of tax benefits, which include the following: 
· Income tax relief of 30% of the amount subscribed for shares issued in tax year 2017/18, providing that the shares are held for at least five years. 
· The income tax relief at 30% is available to be set against any income tax liability that is due in the year of subscription, whether at the lower, basic or higher rate. However, tax relief will be limited to the amount which reduces the investor’s income tax liability to nil. The amount of VCT income tax relief claimable by an investor could be reduced by any other transaction that effectively benefits from income tax relief, such as a pension contribution or gift aid payment, as both result in an automatic reclaim of basic rate tax by either the pension provider or respective charity. Tax credits on dividends are not repayable, and investors should take this into account when considering their investment in a VCT. 
· Exemption from income tax on dividends from shares in VCTs. 
· Profits made by a VCT on the disposal of investments are not subject to tax and can be paid out as tax-free dividends to shareholders in the VCT. 
· Capital gains realised on disposals of shares in VCTs are tax-free. However, losses realised on disposals of shares in VCTs cannot be used to offset capital gains.  

If you subscribe for VCT shares a tax certificate will automatically be sent to you. This may have to be submitted to your tax office in support of a claim for tax relief. 
Category of Potential Investors 

A typical investor for whom the Offers are designed is an individual who is a UK income taxpayer over 18 years of age with an investment range of between £5,000 and £200,000 per tax year who considers the investment policy as detailed in Part I of this document to be attractive and can accept the high level of risk associated with an investment into a VCT.  Investment  in  a  VCT  will  not  be  suitable  for  every  type  of investor and should be considered as a medium to long term investment with a minimum holding period of 29 five years.


THE HARGREAVE HALE VCTS OFFER

   OFFER DETAILS
	Total offer size:
	£20,000,000 with £10,000,000 overallotment

	Hargreave Hale AIM VCT 1 plc
	£10,000,000 with £5,000,000 overallotment

	Hargreave Hale AIM VCT 2 plc
	£10,000,000 with £5,000,000 overallotment

	Minimum subscription
	£5,000

	Minimum investment into each VCT
	Nil or no less than £2,500

	Offer Price
	3.5% premium to NAV.



The Offers are conditional on the Offer Agreement referred to in paragraph 8 of the section headed “Additional Information” becoming unconditional and not being terminated in relation to a Company in accordance with its terms. The Offers are not inter-conditional.




THE HARGREAVE HALE VCTS

[bookmark: _GoBack]Hargreave Hale AIM VCT 1 and Hargreave Hale AIM VCT 2 are established Venture Capital Trusts that aim to make tax-free dividend distributions from capital gains and income generated through investment in existing and diversified portfolios of investments in small UK companies. Both VCTs are predominantly invested in Qualifying Companies that are listed on AIM, however, they also include a limited number of Qualifying Investments in private companies.
Hargreave Hale will also make Non-Qualifying Investments in other equities, fixed income and the Marlborough Special Situations Fund.
Hargreave Hale AIM VCT 1 and Hargreave Hale AIM VCT 2 were approved as VCTs by HMRC at launch in 2004 and 2006 respectively. In both cases, the Investment Manager has already built an existing and diversified portfolio of Qualifying Investments. Both  Companies  met  the  HMRC  guidelines  for  VCTs  by  the  required  date  and  have continued to do so since.  The existing portfolios have a strong bias towards companies with a quotation on AIM, however, there are a limited number of investments in ISDX-quoted (formally PLUS) and private companies.

Hargreave Hale AIM VCT 1

Hargreave  Hale  AIM  VCT  1  is  an  established  VCT  that  was  originally  launched  in  August  2004  as  the Keydata AIM VCT and on 30 September 2009 was renamed Hargreave Hale AIM VCT 1 plc. The fund raised £14.3 million through an Ordinary Share issue in 2004/5 and then a further £17.9 million in 2005/6 through a C share issue. The C shares were converted into Ordinary Shares on 8 October 2008 based on the audited Net Asset Value per Share on 30 September 2008. Hargreave Hale has been the appointed Investment Manager and custodian from the outset.  £12.2 million was raised through subsequent offers between 2010 and 2014, whilst £5.2 million was raised through the 2012 enhanced share buy-back. 
  
Hargreave Hale AIM VCT 2

Hargreave Hale AIM VCT 2 is an established VCT that was originally launched in September 2006 as the Keydata  AIM  VCT  2  and  on  30  September  2009  was  renamed  Hargreave  Hale  AIM  VCT  2  plc.  The Company raised £4.6 million through an Ordinary Share issue in 2006/7. Hargreave Hale has been the appointed Investment Manager and custodian from the outset.   £13.6 million was raised through subsequent  offers  between  2010  and  2014  whilst  £1.7  million  was  raised  through  the  2012  enhanced share buy-back. As  at  31  August  2014  













 HARGREAVE HALE FUND MANAGEMENT TEAM

The investment portfolios are co-managed by Giles Hargreave and Oliver Bedford, with support from Joshua Northrop and the rest of Hargreave Hale’s fund management team of 14. The fund management team manages approximately £3.5 billion, including more than £2.3 billion invested in small companies. Along   with the scale of the investment in small companies and their track record, the breadth of the team and their reach into the market help attract Qualifying Investment deal flow.

GILES HARGREAVE 

Giles Hargreave is the chairman of Hargreave Hale and the manager of the award winning Marlborough Special Situations Fund, which has returned more than 2,250% since he assumed responsibility for the fund in 1998 (source: Hargreave Hale Limited, 30 November 2016). He also co-manages the Marlborough UK Micro Cap Growth Fund, the Marlborough UK Nano- Cap Growth Fund and both VCTs.

OLIVER BEDFORD BSC MCSI
Oliver Bedford graduated from Durham University in 1995 with a degree in Chemistry. He served in the British Army for 9 years before joining Hargreave Hale in 2004. Oliver co-manages the Companies with Giles Hargreave and supports the other unit trusts through the investment committee.

JOSHUA NORTHROP BSC

Joshua Northrop joined Hargreave Hale in 2013 after graduating from University College London with joint honours in Economics and Human Geography. Josh holds the Investment Management Certificate and has passed his CFA Level 2. Josh supports the VCTs as an Assistant Fund Manager.

Other members of the fund management team include David Walton, Siddarth Chand Lall, Richard Hallett, George Finlay, Guy Feld, Will Searle, Eustace Santa Barbara, Shane De Bhrun-Smith, William Rosier, Michael Stranks and Daniel Homlstrom

DIVIDEND POLICY
Both Companies have established dividend policies that target a tax free dividend yield equivalent to 5% of the year end Net 
Asset Value.

· Established track record.
· Semi-annual distributions.
· 5% Target dividend yield
· Distributions will vary with investment performance.

The ability to pay dividends is also dependent on the VCTs’ available reserves and cash resources, the Act and the Listing Rules. The policy is non-binding and at the discretion of the VCT Boards. Dividend payments may vary from year to year in both quantum and timing. In good years, the Directors may consider a higher dividend payment; in poor years, the Directors may reduce or even pay no dividend.

DIVIDEND SCHEDULE

Hargreave Hale VCT 1 

· Final Dividend January
· Interim Dividend July

Hargreave Hale VCT 2 

· Final Dividend August
· Interim Dividend December 




DIVIDEND HISTORY


	Financial Year
	Dividends Paid
	Year End NAV Yield
	Cumulative Total

	
	HHV
	HHVT
	HHV
	HHVT
	HHV
	HHVT

	2006
	5p
	-
	4.70%
	-
	5p
	-

	2007
	5p
	-
	4.80%
	-
	10p
	-

	2008
	5p
	4p
	7.60%
	4.10%
	15p
	4p

	2009
	2p
	5p
	3.10%
	5.20%
	17p
	9p

	2010
	4p
	5p
	6.40%
	4.90%
	21p
	14p

	2011
	4p
	5p
	6.50%
	4.60%
	25p
	19p

	2012
	3.25p
	5p
	5.30%
	5.20%
	28.25p
	24p

	2013
	3.75p
	5p
	5.20%
	5.20%
	32p
	29p

	2014
	4.25p
	6p
	5.30%
	5.20%
	33.75p
	35p

	2015
	4.00p
	6p
	5.30%
	5.20%
	40.25p
	41p

	2016
	-
	2p
	-
	-
	40.25p
	43p



Equivalent Yields based on a dividend policy of distributing 5% of NAV P.A.

	Income Tax Rate
	Basic Rate (20%)
	Higher Rate (40%)
	Additional Rate (45%)

	VCT Yield (assuming 30% income tax relief)
	7.10%
	7.10%
	7.10%

	Equivalent Gross Interest Yield
	8.90%
	11.90%
	12.90%

	
Equivalent Gross Dividend Yield
	
7.10%
	
9.50%
	
10.20%



Source: Hargreave Hale Ltd

The table above shows what an Investor would need to earn on a gross basis from both bank interest and taxable investment income to achieve the same equivalent net yield from a dividend distribution by a VCT. The yields are calculated with reference to the cost of investment net of the initial 30% income tax relief.

 

SHARE BUY-BACK HISTORY AND MANAGEMENT OF SHARE LIQUIDITY

In order to improve the liquidity in the Ordinary Shares of both Companies, each Board has established share buy-back policies whereby each Company will purchase Ordinary Shares for cancellation.

· Targets a 5% discount to the Net Asset Value per share to improve shareholder returns.
· Established track record with more than 14 million shares acquired through share buy backs and a further 8 million shares acquired through a tender offer.
· 3 year average share price discount of 5.0% to the Net Asset Value per share of Hargreave Hale AIM VCT 1 and 5.3% for Hargreave Hale AIM VCT 2.

Share buy-backs are subject to the Act, the Listing Rules and tax legislation, which may restrict the Companies’ ability to buy Shares back. The policy is non-binding and at the discretion of the VCT Boards.
 









Investor Returns

	RETURNS ON A £10'000 INVESTMENT THROUGH PREVIOUS OFFERS
	% Gain

	Offer Period
	Issue Price
	Dividends
	NAV
	Dividends
	Total Return
	No Tax Relief
	With Tax Relief

	Hargreave Hale AIM VCT 1 (1)

	2004-05 Offer
	100.00
	42.00
	7,480.00
	4,200.00
	11,680.00
	16.8%
	94.7%

	2005-06 Offer (2)
	100.00
	37.48
	9,269.00
	9,748.00
	13,017.96
	30.2%
	117.0%

	2010-11 Offer
	67.52
	25.00
	11,078.20
	3,702.61
	14,780.81
	47.8%
	111.2%

	2011 Offer
	70.56
	21.00
	10,600.91
	2,976.19
	13,577.10
	35.8%
	94.0%

	2012-13 Offer
	63.79
	15.50
	11,725.98
	2,429.85
	14,155.82
	41.6%
	102.2%

	2013-14 Offer
	80.36
	12.25
	9,308.11
	1,524.39
	10,832.50
	8.3%
	54.8%

	2014-15 Offer
	80.04
	8.25
	9,345.33
	1,030.73
	10,376.06
	3.8%
	48.2%

	2015-16 Offer
	78.76
	1.75
	9,497.21
	222.19
	9,719.40
	-2.8%
	38.8%

	Hargreave Hale AIM VCT 2 (1)

	2006-07 Offer
	100.00
	47.00
	10,445.00
	4,700.00
	15,145.00
	51.5%
	116.4%

	2010-11 Offer
	109.69
	35.00
	9,522.29
	3,190.81
	12,713.10
	27.1%
	81.62%

	2011 Offer
	110.68
	31.00
	9,437.12
	2,800.87
	12,237.98
	22.4%
	74.83%

	2012 Offer
	100.97
	26.00
	10,344.66
	2,575.02
	12,919.68
	29.2%
	84.57%

	2012-13 Offer
	91.34
	21.00
	11,435.30
	2,299.10
	13,734.40
	37.3%
	96.21%

	2013-14 Offer
	109.49
	16.00
	9,539.68
	1,461.32
	11,001.00
	10.0%
	57.16%

	2014-15 Offer
	111.08
	10.00
	9,403.13
	900.25
	10,303.38
	3.0%
	47.19%

	2015-16 Offer
	111.02
	4.00
	9,408.21
	360.30
	9,768.51
	-2.3%
	39.55%


(1) Returns based on unaudited NAV as at 30 November 2016, excluding income tax relief.
(2) The C Shares in Hargreave Hale AIM VCT 1 were converted into Ordinary Shares on 8 October 2008.

	5 YEAR ROLLING RETURNS
	1Y
	2Y
	3Y
	4Y
	5Y

	Hargreave Hale AIM VCT 1 (1)
	1.94%
	7.62%
	13.92%
	45.34%
	52.50%

	Hargreave Hale AIM VCT 2 (1)
	2.10%
	6.06%
	12.72%
	41.05%
	39.33%

	FTSE AIM All-Share Total Return(2)
	12.78%
	16.16%
	2.99%
	23.99%
	24.36%


(1) Returns based on unaudited NAV as at 30 November 2016, excluding income tax relief.
(2) Source: Bloomberg.

		
DISCRETE 12 MONTH RETURNS(1)
	11/2015 to
11/2016
	11/2014 to
11/2015
	11/2013 to
11/2014
	11/2012 to
11/2013
	11/2011 to
11/2012

	Hargreave Hale AIM VCT 1 (Ordinary Shares)
	(1)
	1.94%
	6.39%
	9.82%
	31.56%
	6.24%

	Hargreave Hale AIM VCT 2 (Ordinary Shares)
	(1)
	2.10%
	3.96%
	6.60%
	25.77%
	0.33%

	FTSE AIM All-Share Total Return (2)
	
	12.78%
	2.99%
	-11.34%
	20.39%
	0.30%


(1) Returns based on unaudited NAV as at 30 November 2016, excluding income tax relief.
(2) Source: Bloomberg.

Investment Objectives
The Companies’ investment objectives are:
· to invest in a diversified portfolio of small UK based companies on a high risk, medium term capital growth basis, primarily being companies which are traded on AIM and which have the opportunity for significant value  appreciation;
· to invest in smaller companies which may not be readily accessible to private individuals and which also tend to be more risky;
· to maximise distributions to shareholders from capital gains and income generated from the Companies’ funds;
· targeted investment in equities which are Non- Qualifying Investments on an opportunistic basis; and
· to maintain the Companies’ exposure to small companies through an initial investment of new capital into the Marlborough Special Situations Fund pending investment into Qualifying Companies.
Investment Strategy
 The Investment Manager and the Companies have adopted the following strategy to implement the investment policies of the Companies
Qualifying Investments
The Investment Manager will primarily focus on investments in companies with a quotation on AIM or plans to trade on AIM. The Investment Manager prefers to participate in secondary issues of companies that are quoted on AIM as such companies have an established track record that can be more readily assessed and greater disclosure of financial performance. 

The Investment Manager will follow a stock speciﬁc investment approach and is more likely to provide growth and development capital than seed capital.

Although VCTs are required to invest and maintain a minimum of 70% of their funds invested in Qualifying Investments as measured by the VCT rules, it is likely that Hargreave Hale will target a higher threshold of approximately 80% in order to provide some element of protection against an inadvertent breach of the VCT rules. 

Whilst tax legislation limits each Company’s maximum exposure to a single Qualifying Investment to 15% of net assets (at book cost), Hargreave Hale’s preference for portfolio diversification means that Qualifying Investments typically vary from 1-3% of net assets at book cost and rarely exceed 5% of net assets at book cost. 

Although Hargreave Hale prefers to maintain successful investments for the long term, it actively manages its portfolio risk through partial disposals. In most instances, single company exposure is limited to approximately 5% of net assets at market value, although on occasion this may run higher.

Non-Qualifying Investments

The Companies will have non-qualifying equity exposure to UK and international equities. This will vary between nil and 30% of the net assets of the Companies and will reflect the Investment Manager’s view of equity market risk. The Investment Manager will also invest in gilts, other fixed income securities and cash. 

Subject to a maximum of 20% of the gross assets of each Company, the Investment Manager will invest up to 75% of the net proceeds of the Offers into the Marlborough Special Situations Fund to maintain the portfolio exposure to small companies whilst the Investment Manager identifies opportunities to invest directly into small UK companies through a suitable number of Qualifying Investments.

RISK MANAGEMENT 

The structure of the Companies’ investment portfolios and their investment strategies have been developed to mitigate risk where possible.

· Both Companies have broad portfolios of investments to reduce stock specific risk.
· Flexible allocations to non-qualifying equities, the Marlborough Special Situations Fund, fixed interest securities and bank deposits allow the Investment Manager to adjust portfolio risk without compromising liquidity.
· Regular company meetings aid the close monitoring of investments to identify potential risks and allow corrective action where possible.
· Regular board meetings and dialogue with the Directors, along with policies to control Conflicts of Interests and co-investment with the Marlborough fund mandates, support strong governance.

Quarterly risk reports provide an oversight of potential vulnerabilities such as the concentration of balance sheet risk, earnings risk, valuation risk and liquidity.









TIMETABLE

CHARGES RELATING TO THE OFFER
Costs  and  expenses  of  3.5%  (and  the  Adviser  Charge,  if  applicable)  will  be  deducted from the Investor's subscription



PRICING FORMULA

New Ordinary Shares will be issued at a 3.5% premium to NAV to offset the costs of the Offers. The price of the New Ordinary Shares will be calculated in pence to two decimal places by reference to the Pricing Formula:
 
Price of New
Ordinary Shares	= Last Published Net Asset Value per Ordinary Share	 	
                                                                0.965

The NAV per Ordinary Share will be the last published by the relevant Company prior to the date of allotment, adjusted as necessary for dividends declared but not yet paid if the allotment occurs whilst the Shares are classified as ex-dividend.

MANAGEMENT REMUNERATION AND EXPENSES
HARGREAVE HALE FEES AND EXPENSES
Hargreave Hale receives an annual management fee of 1.5% of the net asset value of both Companies. A maximum of 75% of the annual management charge will be chargeable against capital reserves, with the remainder being chargeable against revenue.
Hargreave Hale is also entitled to a performance fee of 20% of any dividends paid to Ordinary Shareholders in excess of 6p per Ordinary Share per annum, provided that the Net Asset Value exceeds 95p, with any cumulative shortfalls having to be made up. Neither company has paid a performance fee since incorporation.
In addition to the fund management services described above, Hargreave Hale also provides administration, custodian and company secretarial services and the services of Giles Hargreave as a non-executive director for an annual fee of £77,000 (plus VAT) per Company.
COMMISSION
Introductory commission is available to financial intermediaries in respect of non-advised subscriptions to the Offers:
· 1% initial commission, no trail  or
· 0.5% initial commission plus trail commission.
The introductory commission may be waived in favour of the Investor and reinvested through an additional allotment of New Ordinary Shares.
ADVISER CHARGES
The Companies can facilitate the payment of an Adviser Charge on behalf of an Investor in respect of services provided to the Investor in relation to their subscription to the Offers. Other than in certain circumstances, legislation prohibits the payment of fees or commissions by or on behalf of the VCTs or their agents to platform service providers.







RISK FACTORS
Although the significant tax benefits available to Investors in Hargreave Hale AIM VCT 1 and Hargreave Hale AIM VCT 2 reduce the risk of the investment, prospective Investors should consider carefully the following risk factors. If any of the risks described below were to occur, it could have a material effect on each of the Companies’ businesses, financial condition or results of operations. The risks described below are those specific to the Companies and all the material risks in respect of the New Ordinary Shares. The value of the New Ordinary Shares could decline due to any of the risk factors described below and prospective investors could lose part or all of their investment. This document does not constitute financial advice and prospective investors are recommended to consult an independent financial adviser authorised under the FSMA before deciding whether to apply for New Ordinary Shares under the terms of the Offers.
· An investment into Hargreave Hale AIM VCT 1 and Hargreave Hale AIM VCT 2 should be for a minimum of five years.
· Since the value of a VCT depends on the performance of the underlying assets, prospective Investors should be aware that the value of New Ordinary Shares, and the income from them, may go down as well as up. An Investor may not get back the amount originally invested.
· Past performance of the Companies and their investments is no indication of their future performance. The return received by Investors will be dependent on the performance of the underlying investments of the Companies. The value of such investments, and interest income and dividends there from, may rise or fall.
· Whilst it is the intention of the Directors that the Companies will be managed so as to continue to qualify as a VCT, there can be no guarantee that the status will be maintained. A failure to maintain the qualifying status could result in the Companies losing the tax reliefs previously obtained, resulting in adverse tax consequences for Investors. Possible adverse consequences include: a requirement to repay the 30% income tax relief for those who have not held their shares for five years; loss of income tax relief on dividends paid (or subsequently payable) by the Companies; loss of tax relief previously obtained in relation to corporation tax on capital gains made by the Companies; a liability to capital gains tax on the disposal of New Ordinary Shares; and the potential cancellation of the shares from the London Stock Exchange’s Official List, which would require shareholder approval.
· Changes in legislation concerning VCTs in general, and Qualifying Investments and qualifying trades in particular, may restrict or adversely affect the ability of the Companies to meet their objectives and/or reduce the level of returns which would otherwise have been achievable. The levels and basis of, and relief from, taxation are those available for the 2016/17 tax year and are subject to change. Such changes could be retrospective. Those shown in this document are based upon current legislation, practice and interpretation. The tax reliefs for future tax years are subject to change and Investors should seek their own tax advice appropriate to their individual circumstances.
· The Finance Act 2014 includes a number of changes to the rules affecting VCTs. In particular, there is a restriction on income tax relief available on a subscription for shares in a VCT on or after 6 April 2014, where, the subscription and sale are within six months of each other (regardless of whichever happens first) or either the subscription or sale of the shares was conditional on the other. The rules can also apply to subscriptions or sales in a successor or predecessor VCT following a merger. The amount on which income tax relief is available is reduced by the amount of the consideration given for the sale.
· The Finance (No.2) Act 2016 introduced changes to the VCT rules which have placed greater restrictions on the range of investments into which the Company can deploy funds. As a result the Company must generally invest in businesses which are less than seven years old and VCT funds cannot be used to finance acquisitions by investee companies. The penalty for breaching these new rules is loss of VCT status, so the Company and its investors may face a higher risk of the loss of tax benefits than under the previous rules.
· A VCT is restricted from making a payment or distribution to shareholders from the capital it has raised. The restriction applies until the third anniversary of the end of the accounting period in which the share capital is issued. If the VCT infringes the restriction, it may have its approved status withdrawn. The restriction does not apply to share capital issued before 6 April 2014, and does not limit the VCT’s ability to pay dividends from realised profits or to redeem or repurchase shares or to distribute assets in the course of a winding up.
· The maximum annual amount that can be invested in an individual company per year is £5 million. This investment limit extends beyond VCTs and includes all other sources of State aided risk capital. A breach of this limit may lead to HMRC withdrawing the Companies’ status as a VCT with potentially adverse tax consequences, including the claw back of the 30% income tax relief from those investors who have not held their shares for five years.
· In April 2013, the FCA published a policy statement on payments to platform service providers and cash rebates from providers to consumers (PS 13/1). These rules came into force on 6 April 2014. The FCA has raised the possibility of applying similar restrictions on payments to non-platform service providers but has not published any firm proposals on this to date. If the FCA were to introduce rules restricting payments to non-platform firms, this could have an impact on the demand for shares in the Companies.
· It is possible for Investors to lose their tax reliefs by themselves taking or not taking certain steps, and Investors are advised to take their own independent financial advice on the tax aspects of their investment.
· Although the Ordinary Shares are listed on the Official List and are admitted to trading on the London Stock Exchange, and the New Ordinary Shares will be listed on the Official List and admitted to trading on the London Stock Exchange, it is likely that there may not be a liquid market in the New Ordinary Shares and Shareholders may have difficulty in selling them, primarily because the initial income tax relief is only available to those subscribing for newly issued shares. The Ordinary Shares usually trade at a discount to the Net Asset Value of the Companies. The Directors intend, subject to liquidity, the Listing Rules, the Prospectus Rules, the Act and VCT regulations, to pursue a policy of purchasing Ordinary Shares in the market in order to facilitate liquidity for Ordinary Shareholders and to manage the level of the discount to NAV at which the Ordinary Shares may be trading. The Companies endeavour to facilitate such sales at a price which represents a discount of no more than 5% to the last published NAV of the relevant Company. However, the Directors reserve the right to suspend or amend the buy-back policy in certain circumstances.
· Where the European Commission believe that State aid has been provided which is not in accordance with the Risk Finance Guidelines, they may require that the UK Government recovers that State Aid. There is currently no mechanism in place for this, but recovery may be from the investee company, the VCT or the VCT’s investors.
· The Articles of Association of each Company provide that Shareholders will vote at the annual general meetings of each Company to be held in 2021 as to whether the Companies are to continue as VCTs. It is proposed that this be extended to 2022 by resolution at each Company’s general meeting convened for 12 January 2016. In the event that such resolutions are rejected for either Company, and the relevant Shareholders vote for one or more of the Companies not to continue as a VCT, proposals could be implemented such that Shareholders would not be able to achieve the minimum five-year holding period for their Shares and which would result in the loss of the tax reliefs as further explained in Part 5 (What is a VCT?), below.
· On 23 June 2016, the UK held a referendum in which voters approved an exit from the EU,
commonly referred to as “Brexit”. As a result of the referendum, it is expected that the British government will begin negotiating the terms of the UK’s future relationship with the EU. It is unknown at this time what terms will emerge, whether changed regulatory control affecting VCT’s will increase or decrease or how the eventual terms will affect positively or negatively the business model, business operations and financial results  or impact sales demand, material and labour costs, availability and cost of finance for the Company or an underlying investee company




TIMETABLE

	Offers open
	14 December 2016

	First allotment
	5 January 2017

	Subsequent allotments
	Monthly

	Closing date for the 2016/17 tax year
	12pm 5 April 2017

	Closing date for the 2017/18 tax year
	12pm 17 November 2017

	Admission and dealings expected to  commence
	Within 10 business days of any allotment

	Dispatch of Share and tax certificates
	Within 15 business days of any allotment
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