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Welcome

Northern Venture Trust PLC is a Venture
Capital Trust (VCT) whose investment adviser
is Mercia Fund Management Limited.

The trust was one of the first VCTs launched on
the London Stock Exchange in 1995. It invests
mainly in unquoted venture capital holdings and
aims to provide high long-term tax-free returns
to shareholders through a combination of
dividend yield and capital growth.

This report covers the eighteen month period to
31 March 2023.
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Unaudited Unaudited
18m period ended 12m period ended 12m period ended Year ended
31March 31 March 31 March 30 September
2023 2023 2022 2021
Net assets £102.5m £102.5m £109.9m £119.3m
Net asset value per share 62.1p 62.1p 68.4p 74.1p
Return per share
Revenue (0.3)p (0.3)p 0.2p 0.2p
Capital (5.7)p (2.1)p (1.5)p 13.7p
Total (6.0)p (2.4)p (1.3)p 13.9p
Dividend per share declared in respect of the period
Interim dividend 2.0p 2.0p 2.0p 2.0p
Second interim/special dividend 2.0p 2.0p 6.0p 6.0p
Proposed final dividend 2.0p 0.0p 2.0p 2.0p
Total 6.0p 4.0p 10.0p 10.0p
Cumulative return to shareholders since launch
Net asset value per share 62.1p 62.1p 68.4p 74.1p
Dividends paid per share* 188.5p 188.5p 184.5p 182.5p
Net asset value plus dividends paid per share 250.6p 250.6p 252.9p 256.6p
Mid-market share price at end of period 57.5p 57.5p 66.0p 70.25p
Share price discount to net asset value 7.4% 7.4% 3.5% 5.2%
Annualised tax-free dividend yield**
Excluding special dividend 5.4% 5.8% 5.0% 5.7%
Including special dividend 5.4% 5.8% 12.5% 14.1%

* Excluding proposed final dividend payable on 18 August 2023
** Based on net asset value per share at the start of the period

Definitions of the terms and alternative performance measures used in this report can be found in the Glossary of terms on page 80.
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For additional

visit our investor

area online

www.mercia.co.uk/vcts/
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15 June

20 July
21 July
21 July 12:30pm

18 August

*To be convened at the offices of Reed Smith LLP,
Broadgate Tower, 20 Primrose Street, London EC2A 2RS
with remote access for shareholders through an online webinar facility
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£79.7m

Portfolio valuations at
31 March 2023

portfolio summary
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£26.1m

Proceeds from all
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Venture capital portfolio summary continued

Asset allocation

100% 100%
13.5%
90% 90%
80% 80%
Age of investment Industry sector
70% 70% Up to 1 year 27% Software/electronics 49%
10:0% 1-3 years 12% Consumer 16%
60% 60% 3-5years 35% Industrial/manufacturing 4%
5-7 years 6% Services 9%
7+ years 20% Healthcare/biotechnology 21%
50% 50%
1%
40% 40%
74.6%
30% 30%
20% 20%
10% 10%
0 0 Financing stage Quotation
31 March 2023 30 September 2021 Growth capital 8% Unquoted 96%
- post November 2015 AIM 4%
® Cash and short-term deposits ® Venture capital - quoted Growth capital 9%
@ Listed equity @ Venture capital - unquoted - pre November 2015
Management buyout 13%
- pre November 2015 Note: these charts are calculated by value of investments.
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office locations

57 Total
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capital
holdings

12 North West
1 Wales
West Midlands

2 South West
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Scotland
North East

3 Yorkshire/
Humberside
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Chair’s

Northern Venture Trust PLC

Statement

Simon Constantine MA ACA
Chair

Overview

Following our change of year end from
30 September to 31 March, this report
covers the 18 months ended

31 March 2023.

A great deal has changed in the

UK’s macroeconomic climate over
the past 18 months. At the start of
the period, the impact of COVID-19
lingered over supply chains, and as
the period progressed the rate of
inflation increased rapidly, as did
interest rates. This has not come
without its challenges to the portfolio,
and while our investment adviser has
spent considerable time working with
management teams, our portfolio
valuations in this report reflect how
the financial markets have shifted

Investment activity has reached record
levels over the period, with £17.0 million
of capital provided to fifteen new venture
capital investments and £8.0 million of

follow on capital invested into the existing

portfolio”

over this period, in particular the
re-rating of technology-based and
consumer-facing stocks.

Against this backdrop, the portfolio
has remained relatively robust, with
few failures, and there have been
several strong realisations in the past
18 months. The Company has also
experienced a record investment
period, with £25.0 million deployed
including £17.0 million into new
opportunities.

The Company raised £12.0 million
before fees in the period from two
separate offers and intends to raise
further funds in the 2023/24 tax year
to enable us to continue to invest over
the next three years.

Results and dividend

In the 18 months ended 31 March
2023 the Company suffered a negative
return on ordinary activities of minus
6.0 pence per share (year ended

30 September 2021: gain of +13.9
pence), representing a total return of
minus 8.1% on the opening net asset
value (NAV) per share. The majority
of this reduction can be attributed to
just two holdings, musicMagpie and
Oddbox, which over the period saw
reductions in their holding values
due to poorer than expected trading
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and the change in market sentiment
towards consumer facing companies.
The NAV per share as at 31 March
2023, after deducting dividends paid
during the period of 6.0 pence, was
62.1 pence, compared with 74.1 pence
at 30 September 2021.

Investment income was lower

than the prior year at £0.9 million
(2021: £1.4 million), reflecting the
move away from income-yielding
investments as the portfolio mix
continued to pivot towards earlier
stage ventures. However, after more
than a decade of record-low interest
rates, the Company has recently
allocated part of its liquidity to a
money market fund to diversify its risk
and seek a higher return compared
to that which is available from
traditional banks; this will increase
investment income over the coming
financial years for as long as interest
rates remain higher.

In 2018 we revised our dividend policy
in the light of the new VCT rules for
investment introduced in 2015 and
2017, which we expected to resultin
more volatile returns. We introduced
an annualised target dividend yield of
5% of opening NAV, which has been
exceeded in every period since.

After careful consideration, the Board
has proposed a final dividend of 2.0
pence per share, bringing the total
dividend for the period to 6.0 pence
per share, which represents an
annualised tax-free yield of 5.4% on
the opening net asset value per share
of 74.1 pence. The final dividend, if
approved, will be paid on 18 August
2023 to shareholders on the register
on 21 July 2023.

Our dividend investment scheme,
under which dividends can be
re-invested in new ordinary shares
free of dealing costs and with the
benefit of the tax reliefs available

on new VCT share subscriptions,
continues to operate with around
17% participation during the period.
Instructions on how to join the
scheme are included within the
dividend section of our website, which
can be found here:
mercia.co.uk/vcts/nvt/.

Investment portfolio

Investment activity has reached
record levels over the period, with
£17.0 million of capital provided

to fifteen new venture capital
investments and £8.0 million of follow
on capital invested into the existing
portfolio. The investments into new
portfolio companies were made
across a variety of sectors including
technology and life sciences. We also
made strong progress in realising the
Company’s mature portfolio acquired
under the previous VCT rules with

the remaining such investments now
representing 22% by value of the total
venture capital portfolio

(30 September 2021: 37%).




The value of the portfolio fell by

£9.8 million (6.1 pence per share)

in the 18 months, suffering two
significant write-downs; the value

of musicMagpie, which is listed

on AIM fell by £6.2 million (3.8

pence per share) and the value of
Oddbox was written down by £4.2
million (2.6 pence per share). The
portfolio was further exposed to the
volatility of markets with its listed
investments reducing by £0.9 million
(0.5 pence per share). This is clearly
a disappointing result, but it is
worth noting that both musicMagpie
and Oddbox generated significant
realised returns for the portfolio in the
preceding period, which exceed the
write-downs in this period, through
their partial realisations in cash.

In the unquoted portfolio, while

we experienced reductions in the
valuations of other consumer-facing
portfolio companies, which represent
only 16% of the total, we also
experienced strong performances
from others, with Evotix in particular
growing rapidly over the period. In
this report we have valued Evotix at
the value realised shortly after the
balance sheet date, resulting in a gain
of £8.3 million (5.1 pence per share)
in the period and £9.9 million overall,
4.6x our original investment.

It was a busy period for other
realisation activity, with several
notable transactions. The highlights
during the period included the

sales of Currentbody.com, Intelling
Group and Lineup Systems for
lifetime returns of 2.9x, 3.6x and 7.8x
respectively. In total £26.1 million was
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generated in sales proceeds over the
period, representing a blended 1.9x
multiple on cost.

Share offers and liquidity

In the period gross proceeds of

£6.0 million were received from

the fully subscribed 2021/2022

share offer. Additionally, following
the public share offer launched in
January 2023, 9,741,182 new ordinary
shares were issued just after the
period end in April 2023 for gross
proceeds of a further £6.0 million.

Following the smaller top-up offers
in the 2021/22 and 2022/23 tax years,
and taking into account the increased
rate of investment, the Board is
pleased to announce that the
Company will launch a prospectus
top-up offer in the 2023/24 tax year
for £14.0 million, with an over-
allotment facility of £6.0 million. This
offer will launch in September 2023,
and full details will be published
shortly.

Share buy-backs

We have maintained our policy

of being willing to buy back the
Company’s shares in the market
when necessary, in order to maintain
liquidity, at a 5% discount to NAV.
During the period ended 31 March
2023 a total of 7,335,532 (year ended
30 September 2021: 2,620,797) shares
were repurchased by the Company
for cancellation at an average price of
61.2 pence (year ended 30 September
2021:70.2 pence), representing 4.6%
(2021: 1.6%) of the opening issued
share capital.

Changes to the performance-
related management fee
(‘performance fees’)

Following a review of current
arrangements by the Board,
aresolution is included in the
Circular for the General Meeting
proposing changes to the investment
advisory agreement in relation

to the performance fee with the
investment adviser. The changes in
VCT legislation in 2015 required the
Company to focus new investments
on earlier stage companies which,

by their nature, are higher risk and
therefore likely to deliver more
volatile investment returns. It has
become clear in recent years that the
current arrangements no longer work
either for the investment adviser or
for the Company.

In order to align future performance
fees better with shareholder returns
and harmonise the methodology and
fee rates across the Northern VCTs,

a number of changes are proposed.
In particular, the definition and
operation of the high-water mark,
the lowering of both the hurdle rate
to 5% and the amount earned above
this rate to 14%, will ensure that
strong returns delivered consistently,
and not justin a single year, will be
rewarded appropriately.

As part of these changes the Board
has agreed with the investment
adviser that 80% of any performance
fee generated will be paid to
members of the VCT investment
team, thereby aligning the personal
interests of the investment team
directly with those of shareholders.
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Full details of the changes are set out
in the accompanying Circular for the
upcoming General Meeting.

Responsible Investment

The Company is mindful of

its Environmental, Social and
Governance (ESG) responsibilities
and we have outlined our evolving
approach on pages 34 to 39.

Geopolitical and other
macroeconomic risks

The Company’s investments may
be affected by regional events or
politics. A recent example of this

is the high-inflation environment

in the aftermath of COVID-19 and
the conflict in Ukraine. The Board
has no control over such macro
events, and as the Company’s
investments are domiciled in the
UK with only a limited presence

in the rest of the world, risks are
primarily localised to those facing
the UK economy. As a result of the
conflict in Ukraine, during the period
our investment adviser undertook

a review of the entire portfolio for
links to sanctioned individuals and
companies, took appropriate action
where required, and continues to
monitor the situation carefully.

A review of portfolio company
exposure to Silicon Valley bank was
also performed during the period
and appropriate action taken in the
days before the bank’s UK subsidiary
was acquired by HSBC.

VCT legislation and

qualifying status

The Company has continued to
meet the stringent and complex
qualifying conditions laid down by HM
Revenue & Customs for maintaining
its approval as a VCT. The investment
adviser monitors the position closely
and reports regularly to the Board.
Philip Hare & Associates LLP has
continued to act as independent
adviser to the Company on VCT
taxation matters.

The upcoming 2025 ‘sunset clause’
was a European state aid requirement
when the VCT scheme received state
aid approval in 2015, which means
that without a change in legislation
investors will not receive upfront tax
relief when investing in VCTs after

this date. While the government

has signalled that it will extend the
scheme, to date no formal legislation
has been introduced to enact this
commitment. The Company and the
investment adviser will continue to
monitor progress in this area. The
Board considers that the Company,
and VCTs more generally, are
successfully delivering in-line with the
Government’s mandate, which is to
channel money into higher-risk, early-
stage businesses.

Whilst no further amendments to
the VCT legislation were announced
by the Chancellor in his 2023 Budget
statement, it is possible that further
changes will be made in the future.
We will continue to work closely with
our investment adviser to maintain
compliance with the scheme rules at




Chair’s Statement continued

all times. HMRC has recently clarified
the rules relating to the financial
health of companies at the time of
any investment, which may limit
VCTs’ ability to make investments in
some cases. However a recent review
demonstrated that very few of the
Company’s current investments are
likely to be affected in the near term,
concluding that our portfolio is not
exposed significantly to this.

Annual General Meeting

The Company’s AGM will be held at
12.30pm on 21 July 2023. The AGM
provides an excellent opportunity
for shareholders, Directors and

the investment adviser to meet

in person, exchange views and
comment. We will hold the AGM in
person at Reed Smith LLP, Broadgate
Tower, 20 Primrose Street, London,
EC2A 2RS. Following positive
feedback received from the last three
years, we also intend to offer remote
access for shareholders through

an online webinar facility for those
who would prefer not to travel. Full
details and formal notice of the AGM
are set out in a separate document.
The General Meeting regarding

the proposed changes to the
performance-related management
fee will be held immediately after the
conclusion of the AGM.

10 Northern Venture Trust PLC

Board Retirement

Tim Levett is retiring from the

Board and so will not be standing

for re-election at the AGM in July.

Tim founded our Company almost
30 years ago, having established
Northern Venture Managers as one of
the leading regional investors in the
eighties. He has been instrumental
in promoting venture capital trusts

in general and the Northern Venture
Trusts in particular to government
and financial advisers for decades. He
was a founding member and recent
chairman of the Venture Capital
Trust Association, which represents
more than 90% of the VCT industry
by value. His contribution to the
Board has been immeasurable and
we will miss his deep knowledge and
insight. On behalf of the Board and
all shareholders, | would like to thank
Tim for his exceptional service to the
Company over so many years and
wish him wellin his retirement.

Outlook

The geopolitical and economic
conditions for the next twelve
months are likely to continue to

be challenging and this provides

a good opportunity to invest for

the longer term and support our
existing portfolio companies. Failure
rates remain low and despite some
reductions in valuations this year,
the Directors remain encouraged by
the resilience of the wider portfolio.
We remain committed to supporting
the development of entrepreneurial
early-stage businesses in the UK.

Simon Constantine
Chair
15June 2023
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Following the smaller top-
up offers in the 2021/22 and
2022/23 tax years, and taking
into account the increased
rate of investment, the Board
are pleased to announce that
the Company will launch

a prospectus top-up offer

in the 2023/24 tax year

for £14.0 million, with an
overallotment facility of
£6.0 million.
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Northern Venture Trust PLC

Simon Constantine MA ACA
(Chair)

has extensive business management
experience at board level, particularly in
the healthcare and life sciences sectors,
and co-led the management buy-in and
subsequent trade sale of Life Sciences
International plc. He has served as a
non-executive director of a number

of venture capital and private equity-
backed businesses and is currently chair
of Capstone Foster Care Limited and

a non-executive director of SourceBio
International plc. He was appointed to the
Board in 2012 and became chair in 2014.

Richard Green BA FCA CF
(Chair of Audit Committee)

joined Kleinwort Benson Development
Capital in 1988 and was a founder in 2001
of the spin-out business which became
August Equity LLP, where he was managing
partner until 2009 and then chair until

his retirement in 2014. He is a past chair

of the British Private Equity & Venture
Capital Association and is a member of
the North East Fund Advisory Panel, the
non-executive chair of Technology Venture
Partners LLP and a non-executive director
of BGH Capital Offshore GP | Limited and
BGH Capital Offshore GP Il Limited. He was
appointed to the Board in 2014.
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Deborah Hudson
MBA MEng MIET

is a founding director of Shackleton
Ventures, which specialises in secondary
venture and development capital
investments and has served on the boards
of a number of their investments and
other earlier stage companies. She was
appointed to the Northern Venture Trust
Board on 1 January 2022.

Tim Levett MBA

is the non-executive chair of NVM Private
Equity LLP, whose business he co-founded
in 1988. He is a non-executive director of
Northern 3 VCT PLC and several unquoted
companies and is a member of the AIC’s
VCT Forum and the British Private Equity
& Venture Capital Association’s Venture
Capital Committee. He was appointed to
the Board in 2013.




David Mayes

is an experienced investment professional
and investor with a long-standing
involvement in financial markets. He
previously managed an emerging
markets investment team for Credit
Suisse Securities (Europe) Limited. He
was formerly a trustee director of a
major pension fund and vice chair of its
investment committee, and a member
of the Salvation Army International Trust
Investment Board. He was appointed to
the Board in 2014.
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Secretary and registered office
Mercia Company Secretarial
Services Limited

Forward House

17 High Street

Henley-in-Arden B95 5AA

Registered number
03090163

Investment adviser

Mercia Fund Management Limited
Forward House

17 High Street

Henley-in-Arden B95 5AA

Listed investment adviser
Brewin Dolphin Limited

Time Central

32 Gallowgate

Newcastle upon Tyne NE1 4SR
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Independent Auditor
Mazars LLP

The Pinnacle

160 Midsummer Boulevard
Milton Keynes MK9 1FF

Taxation adviser

Philip Hare & Associates LLP
6 Snow Hill

London EC1A 2AY

Solicitors

Reed Smith LLP
Broadgate Tower
20 Primrose Street
London EC2A 2RS

Stockbrokers

Panmure Gordon (UK) Limited
One New Change

London EC4M 9AF

Bankers

Barclays Bank PLC
1 Churchill Place
London E14 5HP

Bank of Scotland PLC
Head Office

The Mound
Edinburgh EH1 1YZ

Santander UK PLC
2 Triton Square
Regent’s Place
London NW1 3AN

Registrars
Equiniti Limited
Aspect House
Spencer Road
Lancing BN99 6DA

Shareholder helpline: 0800 028 2349
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The Company

Northern Venture Trust PLC (the
Company) is a Venture Capital Trust
(VCT) which has been listed on the
London Stock Exchange since 1995.
The Company invests mainly in
unquoted venture capital holdings,
with its remaining assets invested
in a portfolio of equity investments,
quoted investment funds and bank
deposits.

Northern Venture Trust PLC is advised
by Mercia Fund Management Limited
(Mercia), a wholly owned subsidiary
of Mercia Asset Management PLC
(MAM). MAM is a specialist alternative
asset manager with over 15 years’
experience of providing capital to
high-growth UK SMEs, meeting a
large, growing and under-served need
for long-term investment capital.
Mercia offers high-growth UK SMEs a
complete capital solution including
private equity, debt, seed and venture
capital (the latter category accounting
for the majority of its investment
activity). In being advised by Mercia,
the VCTs have the opportunity to co-
invest alongside Mercia’s own funds
that are able to provide replacement
capital and invest without the
restrictions of the VCT Rules.

Mercia also acts as investment
manager of Northern 2 VCT PLC and
Northern 3 VCT PLC, in addition to
various other investment funds. The
Company, Northern 2 VCT PLC and
Northern 3 VCT PLC are generally

known in the market as the Northern
VCTs and are the only VCTs which
Mercia manages or advises.

Mercia Asset Management PLC is
quoted on AIM (Alternative Investment
Market).

Northern Venture Trust PLC is
a member of the Association of
Investment Companies (AIC).

Venture Capital Trusts

Venture Capital Trusts (VCTs) were
introduced by the Chancellor of the
Exchequer in the November 1994
Budget, the relevant legislation now
being contained in the Income Tax Act
2007. VCTs are intended to provide a
means whereby private individuals
can invest in small unquoted trading
companies in the UK, with an
incentive in the form of a range of

tax benefits. With effect from 6 April
2006, the benefits to eligible investors
include:

. income tax relief at up to 30%
on new subscriptions of up to
£200,000 per tax year, provided
the shares are held for at least five
years;

. exemption from income tax on
dividends paid by VCTs (such
dividends may include the VCT’s
capital gains as well as its income);
and

- exemption from capital gains tax
on disposals of shares in VCTs.
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Subscribers for shares in VCTs
between 6 April 2004 and 5 April 2006
were entitled to income tax relief at
40% rather than 30% and the shares
had to be held for at least three

years rather than five years. Prior to

6 April 2004, subscribers for shares

in VCTs were entitled to income tax
relief at 20% and could also obtain
capital gains deferral relief. Capital
gains deferred by pre-6 April 2004
subscriptions are not affected by the
subsequent changes in VCT tax reliefs.

In order to maintain approved status,
a VCT must comply on a continuing
basis with the provisions of Section
274 of the Income Tax Act 2007; in
particular, a VCT is required at all
times to hold at least 80% by value of
its investments in qualifying holdings,
of which at least 70% must comprise
eligible shares. For this purpose a
‘qualifying holding’ is an investment
in new shares or securities of an
unquoted company (which may
however be quoted on AIM) which has
a permanent establishment in the UK,
is carrying on a qualifying trade, and
whose gross assets and number of
employees at the time of investment
do not exceed prescribed limits.

The definition of ‘qualifying

trade’ excludes certain activities
such as property investment and
development, financial services and
asset leasing. The Finance

(No 2) Act 2015 contained a number
of significant changes to the VCT

rules for investments completed after
its introduction, designed to secure
approval of the VCT scheme by the
European Commission. A company
whose trade is more than seven
years old (ten years for ‘knowledge
intensive’ companies) will generally
only qualify for VCT investment if it
has previously received State-aided
risk finance before the end of the
initial investing period or the new
investment exceeds 10% of the total
turnover for the past five years and
the funds are used for new products
and/or geographical markets; thereiis
a lifetime limit of £12 million

(£20 million for ‘knowledge intensive’
companies) on the amount of
State-aid funding receivable by a
company; and VCT funds may not

be used by a company to acquire
shares in another company or to
acquire a business. A breach of the
requirements may lead to a loss of
VCT status.

The Finance Act 2018 contained
further changes to the conditions for

a VCT to maintain its approved status.
The changes were designed to increase
the level of qualifying investments
made by VCTs. A non-exhaustive list of
the main points is as follows:

« investments made from
15 March 2018 are only qualifying
if they meet the risk-to-capital
condition. This principles based
condition broadly requires the
investee company to be an early
stage, higher risk, entrepreneurial
company which has the potential
to grow in the long term;




. debt finance provided by VCTs
must be made on an unsecured
basis;

« aVCT must invest at least 30% of
any funds raised in an accounting
period commencing on or after
6 April 2018 in qualifying holdings
within 12 months of the period
end; and

. investments made from 6 April
2019 in qualifying holdings must
comprise, in aggregate, at least
70% of eligible shares, regardless
of when the money used to fund
the investment was raised.

Share price

The Company’s share price is carried
daily in the Financial Times and the
Daily Telegraph. The Company’s FTSE
Actuaries classification is ‘Investment
Companies - VCTs'.

Arange of shareholder information
is provided on the internet at
www.shareview.co.uk by the
Company’s registrars, Equiniti
Limited, including details of
shareholdings, indicative share
prices and information on recent
dividends (see page 13 for contact
details for Equiniti Limited).

Share price information can also be
obtained via the Company’s website.

Northern Venture Trust PLC

Dividend investment scheme
The Company operates a dividend
investment scheme, giving
shareholders the option of investing
their dividends in new ordinary
shares in the Company with the
benefit of the tax reliefs currently
available to VCT subscribers.
Information about the dividend
investment scheme can be obtained
from the Company Secretary (see
page 16 for contact details).

Electronic communications
The Company continues to provide
the option to shareholders to
receive communications from the
Company electronically rather

than by paper copy. A letter is
attached alongside this report for all
shareholders currently receiving their
annual report in print, requesting
confirmation of their preferences.
Shareholders who wish to change
their preferences should visit
www.shareview.co.uk (operated by
the Company’s registrars, Equiniti
Limited), register for a Shareview
portfolio and select their preferred
method of delivery of company
communications.
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Financial calendar

Subject to regular review by the Directors, the Company’s financial calendar for the
year ending 31 March 2024 is as follows:

November 2023

Half-yearly financial report for the six months ending
30 September 2023 announced

January 2024

Interim dividend paid

June 2024

Final dividend and results for year ending 31 March 2024 announced

July 2024

Annual report and financial statements published

August 2024

AGM,; final dividend paid
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This report has been prepared by
the Directors in accordance with
the requirements of Section 414

of the Companies Act 2006. The
Company’s independent auditor

is required by law to report on
whether the information given in
the strategic report and directors’
report is consistent with the financial
statements. The auditor’s report is
set out on pages 52 to 56.

Corporate objective

The Company’s objective is to
provide high long-term tax-free
returns to investors through a
combination of dividend yield and
capital growth, by following its
strategy of investing primarily in
unquoted UK manufacturing, service
and technology businesses which
meet the investment adviser’s key
criteria of good growth potential,
strong management and ability to
generate cash in the medium to long
term.

Investment policy

The Company’s investment policy
has been designed to enable the
Company to achieve its objective
whilst complying with the qualifying
conditions set out in the VCT rules, as
amended by HM Government from
time to time.

The Directors intend that the long-
term disposition of the Company’s
assets will be approximately 80% in a
portfolio of VCT-qualifying unquoted
and AIM-quoted investments,

and 20% in other investments
selected with a view to producing

an enhanced return while avoiding
undue capital volatility, to provide

a reserve of liquidity which will
maximise the Company’s flexibility
as to the timing of investment
acquisitions and disposals, dividend
payments and share buy-backs.

Within the VCT-qualifying portfolio,
investments will be structured using
various investment instruments,
including ordinary and preference
shares, loan stocks and convertible
securities, to achieve an appropriate
balance of income and capital
growth. The selection of new
investments will necessarily have
regard to the VCT rules, which are
designed to focus investment on
earlier stage development capital
opportunities. The portfolio will

be diversified by investing in a
broad range of VCT-qualifying
industry sectors and by holding
investments in companies at
different stages of maturity in the
corporate development cycle. The
normal investment holding period
is expected to be in the range from
three to ten years.

No single investment will normally
represent in excess of 3% of the
Company’s total assets at the time
of initial investment. As investments
are held with a view to long-term
capital growth as well as income, it
is possible that individual holdings
may grow in value to the point where
they represent a significantly higher
proportion of total assets prior to

a realisation opportunity being
available.
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Investments will normally be

made using the Company’s equity
shareholders’ funds and it is not
intended that the Company will take
on any long-term borrowings.

Co-investment arrangements
The Company operates within a
co-investment and allocation policy
that applies to all funds managed

by Mercia. Under the terms of

this policy, where an investment
opportunity is VCT qualifying and
the funding requirement is in excess
of £2 million, the Company and the
other VCTs managed by Mercia are
the preferred lead investors. For
these opportunities the Company is
entitled to participate pro rata to net
assets alongside the other VCT funds
managed by Mercia; save where the
investment opportunity is located

in Yorkshire, Humberside, Teesside
or the North East, where minimum
syndication requirements mean
that certain other funds managed by
Mercia can participate in the funding
round alongside the Northern VCTs;
with an allocation of up to (but not
exceeding) 20% (10% in the North
East). Where the funding round for a
new opportunity is under £2 million
the VCTs will not be the lead investors;
but if any such deal is in excess of
£1.5 million, the Northern VCT funds
have the right to participate at a de
minimis level of £500,000.

In relation to follow-on rounds of
investment where the Company and
other Northern VCTs are existing
investors, the Company, alongside the
other Northern VCT funds, shall have

priority to determine how much they
wish to invest, with no requirement to
offer such investment opportunities to
the other funds managed or advised
by Mercia.

Under a co-investment scheme,
members of the VCT investment
team and certain key Mercia
executives are required to invest
personally alongside the funds in
each VCT-qualifying investment on a
predetermined basis.

Investment management
Mercia Fund Management Limited
(Mercia) acts as the investment
adviser and has done so since the
Company consented to the novation
of its existing investment advisory
agreement from NVM Private Equity
LLP (NVM) effective on 23 December
2019.

The Board’s Management
Engagement Committee reviews the
terms of Mercia’s appointment as
investment adviser on a regular basis.
Further information about the terms
of the management agreement with
Mercia and the remuneration payable
to Mercia is set out in the directors’
report on page 42 and in Note 3 to the
financial statements.




Table 1: Venture capital portfolio cash flow

Net cash
New Disposal inflow/
investment proceeds (outflow)

£000 £000 £000
Year ended 30 September 2018 12,353 10,781 (1,572)
Year ended 30 September 2019 10,877 10,268 (609)
Year ended 30 September 2020 8,813 1,635 (7,178)
Year ended 30 September 2021 11,707 31,118 19,411
18 month period ended 25,049 26,095 1,046
31 March 2023
Total 68,799 79,897 11,098

Table 2: Movements in net assets and net asset value per share

Pence per

£000  ordinary share
Net asset value at 1 October 2021 119,298 74.1
Net revenue (investment income less revenue (478) (0.3)
expenses and tax)
Capital surplus arising on investments:
Realised net gains on disposals 2,944
Movements in fair value of investments (9,776) (5.9
Management expenses allocated to capital (2,613)
account (net of tax)
Total return for the period as shown in the (9,923) (6.0)
income statement
Proceeds of issues of new shares 7,582 -
(net of expenses)
Shares re-purchased for cancellation (4,570) -
Net movement for the period before (6,911) (6.0)
dividends
Net asset value at 31 March 2023 before 112,387 68.1
dividends recognised
Dividends recognised in the financial (9,890) (6.0)
statements for the period
Net asset value at 31 March 2023 102,497 62.1

Northern Venture Trust PLC

Overview of the period

During the 18 month period under
review Northern Venture Trust

PLC suffered a total return, before
dividends, of minus 6.0 pence per
share, equivalent to minus 8.1% of
the opening net asset value per share
of 74.1 pence. The movement in
total net assets and net asset value
per share is summarised in Table 2.
The negative return was driven by

an unrealised net decrease in the
valuation of the investment portfolio,
in particular the listed investments.
This trend has been partially offset
by realised gains from the disposal of
several investments.

Total income from investments during
the period decreased to £0.9 million
(year ended 30 September 2021: £1.4
million). As the proportion of earlier
stage investments in the unquoted
portfolio increases as intended, it is
expected that investment income

will continue to decrease as the
potential returns targeted become
more focused on capital growth rather
than income generation. The basic
investment management fee payable
to the investment adviser was £3.2
million (year ended 30 September
2021: £2.3 million). There was no
performance-related management
fee payable in respect of the current
period (year ended 30 September
2021: £2.5 million).
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The net cash inflow from the venture
capital portfolio during the period was
£1.05 million, comprising disposal
proceeds of £26.10 million less
investments of £25.0 million. Portfolio
cash flow over the past five years is
summarised in Table 1.

After taking account of other cash
flows, including dividend payments of
£9.9 million, the Company’s total cash
balances decreased over the period
by £11.1 million to £14.0 million.

In addition the Company holds
quoted equity investments valued at
£8.9 million.

Dividends

The Directors have declared or
proposed dividends totalling

6.0 pence per share in respect of
the period, comprising a 0.2 pence
revenue dividend and a 5.8 pence
capital dividend.

Venture capital investment
portfolio

The last eighteen months have been
impacted by the lingering impact

of COVID-19 measures, supply side
shortages, inflationary pressures,
rising interest rates and a global
economic slowdown. During this
period our investment adviser has
worked with portfolio management
teams to navigate the fast-evolving
landscape. In all cases, Mercia has
been working very closely with
investee management teams to
support them to overcome liquidity or
operational challenges.

Venture capital investment
activity

During the eighteen months ended
31 March 2023, fifteen new venture
capital investments were completed
at a cost of £17.0 million and
additional funding totalling £8.0
million was invested in 22 existing
portfolio companies, by way of follow-
on funding rounds. The proportion of
follow on investments is increasing
in line with the shift in focus to
earlier stage companies, which often
require multiple rounds of growth
finance to realise their potential. The
portfolio at 31 March 2023 comprised
57 holdings with an aggregate value
of £79.7 million. 21.7% by value

of this portfolio is represented by
management buy-out and growth
capital investments acquired prior to
November 2015 when the VCT rules
were amended to promote earlier
stage investment.

A summary of the venture capital
holdings at 31 March 2023 is given
on page 23, with information on the
fifteen largest investments on pages
26 to 33.




Strategic report continued

New investments

Intechnica (including Netacea) (£1,701,000)
Cyber security consultancy

Project Glow Topco (t/a Currentbody.com) (£1,686,000)
Online retailer for home use beauty products

Social Value Portal (£1.573,000)
Platform to enable corporate and public sector organisations to measure,
report and enhance the social value they create

Turbine Simulated Cell Technologies (£1,433,000)
Simulation of cell reaction to the treatment of complex disease

Broker Insights (£1,395,000)
Platform connecting insurers and brokers

Optellum (£1,276,000)
Al platform to diagnose and treat early-stage lung cancer

Centuro Global (£1,038,000)
Technology platform to enable companies’ international expansion plans

Pimberly (£1,008,000)
Product information management software

Send Technology Solutions (£974,000)
Platform for insurers, reinsurers and managing general agents

Forensic Analytics (£964,000)
Call data communications analytics software for police forces

Axis Spine Technologies (£955,000)
Developer of next generation spinal implants

Wonderush (t/a HowNow) (£948,000)
Platform for workplace learning

LMC Software (£868,000)
Provider of social care management software for care homes for the
elderly or disabled

Sen Corporation (£681,000)
Live streaming of high quality video from space

Synthesized (£510,000)
Data product enterprise software
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Investment realisations

Details of investment disposals
during the period are given in Note

9 on page 69. The most significant
disposals (original cost or sales
proceeds in excess of £1.0 million) are
summarised in Table 3.

Lineup Systems is a multi channel
advertising and media company. The
Company exited its investment in
March 2023 for proceeds of

£7.3 million, representing a return of
7.8x including interest received during
the life of the investment.

Currentbody is an online retailer

for home-use beauty products.

In November 2021, the Company
realised part of its investment for cash
proceeds of £3.9 million and retained
an investment of £1.7 million in the
new owner’s holding vehicle. Including
loan interest received over the life of
this investment, this represented a 2.9x
lifetime return.

Intelling,a communications specialist
providing customer support solutions,
secured a significant contract which
evolved into part of the COVID-19
Track and Trace initiative. In October
2021 the Company realised its
investment for proceeds of £3.6
million. Including loan interest
income received over the life of this
investment, this represented a 3.6x
lifetime return.

Knowledgemotion Ltd (t/a Boclips)
is an online educational video and
podcast platform. In June 2022 the
Company realised its investment for
an initial £3.3 million, representing a
return of 1.7x.

Annual Report and Financial Statements

Mojo Mortgages is an online
mortgage broker. The Company exited
its investment in November 2021 for
proceeds of £2.5 million, representing
areturn of 1.6x.

Vectura Group is a pharmaceutical
company. The Company exited its
long-held investment in October
2021 for proceeds of £1.1 million,
representing a return of 1.8x.

Intechnica is a cyber security
consultancy which demerged into two
entities in May 2022 - Intechnica, and
Netacea, a provider of cyber security
through Al-powered consultancy.

In January 2023, Intechnica was
acquired by Crosslake Technologies.
The initial proceeds received by the
Company of £0.6 million represented
an initial return of 2.3x.

Ideagen is a provider of quality,

audit and risk management software
solutions. The AIM-listed business
experienced considerable growth over
the investment lifetime and in July
2022 was acquired by private equity
firm HG Pooled Management. The
Company realised their investment
for proceeds of £0.4 million, which
represented a 10.2x return on cost.

Axial Systems is a provider of security
and data solutions. The Company
originally invested in 2008 and exited
this period for a return, including
interest received during the life of the
investment, of 0.7x.

Channel Mum was a parenting
focused video website which entered
liquidation during the period.

No. 1 Lounges was a provider of
airport lounges which as a result of
Covid-19 airport closures, entered
liquidation during the period.

Table 3: Significant investment realisations

Realised

Date of Original Sales surplus/

original cost proceeds (deficit)

Company investment £000 £000 £000
Lineup Systems 2011 975 7,288 6,313
Currentbody 2018 2,050 5,630 3,580
Intelling Group 2017 1,222 3,616 2,394
Knowledgemotion 2017 1,903 3,284 1,381
Mojo Mortgages 2019 1,592 2,480 888
Vectura Group 2001 599 1,074 475
Axial Systems Holdings 2008 1,004 41 (963)
Channel Mum 2016 1,343 - (1,343)
No. 1 Lounges 2014 2,006 - (2,006)




Valuation policy arm’s length transaction has recently

Unquoted investments are valued been concluded, this is usually taken

in accordance with the accounting as the starting point for fair value, and

policy set out on page 62, which subsequently tested and recalibrated

follows the International Private to reflect changes in market

Equity and Venture Capital Valuation conditions or company specific

(IPEV) guidelines, being the industry performance. Performance is typically

accepted best practice. considered using a range of metrics
such as annual recurring revenue,

Where valuations are based on EBITDA, milestones achieved,

company earnings, audited historic customer wins, cash runway and

results will be taken into account budget accuracy. Provision against

along with more recent unaudited cost is made where an investment is

information and projections where under-performing significantly.

these are considered sufficiently

reliable. For investments in earlier As at 31 March 2023 the number of

stage businesses, where a material venture capital investments falling

into each valuation category was as
shown in Table 4.
Table 4: Venture capital investment valuation by category

Number of Valuation % of portfolio
investments £000 by value

Unquoted investments at directors’ valuation
Revenue/earnings multiple 17 22,657 28%

Price of a recent investment 35 53,787 68%
subsequently calibrated as
appropriate

Quoted investments at bid price
Quoted on AIM 5 3,253 4%
Total 57 79,697 100%
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Strategic report continued

Key performance indicators
The Directors regard the following as
the key indicators pertaining to the
Company’s performance:

Net asset value and total return to
shareholders: the chart opposite
shows the movement in net asset
value and total return (net asset value
plus cumulative dividends) per share
over the past five financial years.

Dividend distributions: the chart
opposite shows the dividends
(including proposed final dividend)
declared in respect of each of the
past five financial years and on a
cumulative basis since inception.

Ongoing charges: the charts opposite
show total annual running expenses
as a percentage of the average net
assets attributable to shareholders for
each of the past five financial years.

Northern Venture Trust PLC

Net asset value plus cumulative
dividends paid per share* (pence)

254.3 252.9 250.6

236.9 228.7

79.8 68.4
70.4 58.2

166.5 170.5 174.5 184.5

2019 2020 2021 2022 2023

NAV per share
Cumulative dividends paid per share

*excludes dividends proposed but not yet paid

Ongoing charges excluding performance
fees (% of average net assets)

0,
2.35% 2.35% 249% soay 23T%

2019 2020 2021 2022 2023
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Declared dividends per share (pence)*

G**

2019 2020 2021 2022 2023

*includes dividends proposed but not yet paid
**special dividend

Ongoing charges including performance
fees (% of average net assets)
3.87%

3.27%

0,
2350 2°0% 2.37%

2019 2020 2021 2022 2023



Maintenance of VCT-qualifying
status: the Directors believe that

the Company has at all times since
inception complied with the VCT
qualifying conditions laid down by HM
Revenue & Customs.

Risk management

The Board carries out a regular

and robust assessment of the risk
environment in which the Company
operates and seeks to identify new
risks as they emerge. The principal
and emerging risks and uncertainties
identified by the Board which might
affect the Company’s business
model and future performance, and
the steps taken with a view to their
mitigation, are as follows:

Investment and liquidity risk:
investment in smaller and unquoted
companies, such as those in which
the Company invests, involves a
higher degree of risk than investment
in larger listed companies because
they generally have limited product
lines, markets and financial resources
and may be more dependent on key
individuals. The securities of smaller
companies in which the Company
invests are typically unlisted, making
themiilliquid, and this may cause
difficulties in valuing and disposing
of the securities. The Company may
invest in businesses whose shares are
quoted on AIM - the fact that a share
is quoted on AIM does not mean that
it can be readily traded and the spread
between the buying and selling prices
of such shares may be wide.
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Mitigation: the Directors aim to limit
the risk attaching to the portfolio as

a whole by careful selection, close
monitoring and timely realisation

of investments, by carrying out
rigorous due diligence procedures
and maintaining a wide spread of
holdings in terms of financing stage
and industry sector within the rules
of the VCT scheme. The Board reviews
the investment portfolio with the
investment adviser on a regular basis.

Financial risk: most of the
Company’s investments involve a
medium to long-term commitment
and many areilliquid.

Mitigation: the Directors consider
thatit is inappropriate to finance
the Company’s activities through
borrowing except on an occasional
short-term basis. Accordingly they
seek to maintain a proportion of the
Company’s assets in cash or cash
equivalents in order to be in a position
to pursue new unquoted investment
opportunities and to make follow-
on investments in existing portfolio
companies. The Company has very
little direct exposure to foreign
currency risk and does not enter into
derivative transactions.

Economic risk: events such as
economic recession or general
fluctuation in stock markets, exchange
rates and interest rates may affect

the valuation of investee companies
and their ability to access adequate
financial resources, as well as
affecting the Company’s own share
price and discount to net asset value.

The level of economic risk has been
elevated most recently by inflationary
pressures, interest rate increases, and
supply shortages.

Mitigation: the Company investsin a
diversified portfolio of investments
spanning various industry sectors,
and maintains sufficient cash
reserves to be able to provide
additional funding to investee
companies where it is appropriate
and in the interests of the Company
to do so. The investment adviser
typically provides an investment
executive to actively support

the Board of each unquoted
investee company. At all times,

and particularly during periods of
heightened economic uncertainty,
the investment executives share best
practice from across the portfolio
with investee management teams in
order to mitigate economic risk.

Stock market risk: some of the
Company’s investments are quoted
on the London Stock Exchange

or AIM and will be subject to

market fluctuations upwards and
downwards. External factors such as
terrorist activity, political activity or
global health crises, can negatively
impact stock markets worldwide.

In times of adverse sentiment there
may be very little, if any, market
demand for shares in smaller
companies quoted on AIM.

Mitigation: the Company’s quoted
investments are actively managed
by specialist managers, including
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Mercia in the case of the AIM-quoted
investments, and the Board keeps
the portfolio and the actions taken
under ongoing review.

Credit risk: the Company holds a
number of financial instruments and
cash deposits and is dependent on
the counterparties discharging their
commitment.

Mitigation: the Directors review

the creditworthiness of the
counterparties to these instruments
and cash deposits and seek to ensure
there is no undue concentration of
credit risk with any one party.

Legislative and regulatory risk: in
order to maintain its approval as

a VCT, the Company is required to
comply with current VCT legislation
in the UK. Changes to UK legislation
in the future could have an adverse
effect on the Company’s ability to
achieve satisfactory investment
returns whilst retaining its VCT
approval.

Mitigation: the Board and the
investment adviser monitor
political developments and
where appropriate seek to make
representations either directly or
through relevant trade bodies.

Internal control risk: the Company’s
assets could be at risk in the absence
of an appropriate internal control
regime which is able to operate
effectively even during times of
disruption.

Mitigation: the Board regularly
reviews the system of internal
controls, both financial and non-
financial, operated by the Company
and the investment adviser. These
include controls designed to

ensure that the Company’s assets
are safeguarded and that proper
accounting records are maintained.

VCT qualifying status risk: while

it is the intention of the Directors
that the Company will be managed
so as to continue to qualify as a
VICT, there can be no guarantee
that this status will be maintained.
A failure to continue meeting the
qualifying requirements could result
in the loss of VCT tax relief, the
Company losing its exemption from
corporation tax on capital gains,

to shareholders being liable to pay
income tax on dividends received
from the Company and, in certain
circumstances, to shareholders
being required to repay the

initial income tax relief on their
investment.

Mitigation: the investment adviser
keeps the Company’s VCT qualifying
status under continual review and its
reports are reviewed by the Board on
a quarterly basis. The Board has also
retained Philip Hare & Associates
LLP to undertake an independent
VICT status monitoring role.




Strategic report continued

Additional disclosures required
by the Companies Act

Section 172 Statement

Section 172 of the Companies Act
2006 requires a Director to promote
the success of the Company. In doing
this they must act in the way that
they consider, in good faith, would be
most likely to promote the success

of the Company for the benefit of its
members as a whole. In doing this
our Directors are required to have a
regard, amongst other matters, to the:

. likely consequences of any
decisions in the long term

- need to foster the Company’s
business relationships with
suppliers and others

. desirability of the Company
maintaining a reputation for high
standards of business conduct

+ need to act fairly as between
members of the Company.

In discharging their duties each
Director has regard to the factors set
out above and to other factors which
they consider relevant to the decision
being made. Those factors may
include, for example, the interests and
views of our shareholders, advisers
and regulators. The Board’s aim

is to make sure that decisions are
consistent and predictable. Details on
how the Board operates and the way
Directors reach decisions, including
some of the matters discussed and
debated during the period, the key
stakeholder considerations that
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were central to those discussions
and the way in which Directors had
regard to the need to foster the
Company’s long-term relationship
with shareholders and other
stakeholders, are included in the
Corporate Governance section of
this report on pages 46 to 50. An
example of a key decision reached
by the Board during the period is the
level of dividends paid or proposed,
which totalled 6 pence per share.

In reaching their final decision on
this matter, the Board considered
the level of returns generated

by the Company, the potential
timing of investment realisations,
the potential future capital
requirements of portfolio companies
and continuing compliance with the
VCT scheme rules.

Key stakeholders

Employees and Directors

The Company had no employees
during the period and there are five
directors.

Shareholders

The Directors recognise the

value of maintaining regular
communications with shareholders.
Formal reports are published at
the half-year and year-end stages,
and an opportunity is given to
shareholders at the annual general
meeting to question the Board

and the investment adviser on
matters relating to the Company’s
operation and performance. The
investment adviser usually holds

an annual VCT investor seminar to
which shareholders are invited and
the Directors attend.

The Directors’ decisions are
intended to achieve the Company’s
corporate objective. Maintaining
the Company’s statusasa VCT is a
critical element of this.

Investment adviser

The Company’s most critical business
relationship is with the investment
adviser, Mercia. There is regular
contact with Mercia and members of
Mercia’s executive committee attend
all of the Company’s board meetings.

The content discussed at each
meeting is over a wide range of
topics from company operations to
issues faced by portfolio companies.

Portfolio companies

The Company holds minority
investments in its portfolio
companies and it has appointed
Mercia to advise on the management
of the portfolio. Whilst day to day
interaction with portfolio companies
is delegated via the management
and investment advisory agreement
(management agreement) to Mercia,
updates on the entire portfolio

are received by the Board at least
quarterly. The directors take an
active interest in the challenges
faced by portfolio companies. More
details can be found on page 39.
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Key decisions in period

Payment of dividend: despite
achieving a total return loss in the
period, the Board maintained the
annual dividend in excess of its target
as realisation proceeds more than
exceeded the value of dividends paid.
In doing so, the Board considered
commitments previously made to
Shareholders, and assessed its short
term liquidity requirements.

New performance related
management fee: the discussions
over the proposed new methodology
was discussed at length with the
investment adviser both formally

at board meetings and between
meetings, with a great deal of time
spent on modelling and analysing
the impact of different approaches.
The final proposal was agreed as

in the Board’s view it improved
transparency and favoured long
term sustainable growth over

short term volatility. Shareholders
will be consulted on plans at the
general meeting that will take place
immediately after the close of the the
next Annual General Meeting.

Environmental, Social

and Governance (‘ESG’)
considerations

For full details on the Company’s
approach to ESG and mandatory
reporting requirements, please see
page 34.

Future prospects

The slowdown of the domestic and
global economy, increased interest
rates and supply side pressures
continue to present challenges for
UK businesses. Your Directors have
been encouraged by the resilience
exhibited by the portfolio as a whole.
The directors regularly monitor the
service received from the Company’s
investment adviser, registrars and
custodians who all continue to
operate effectively.

We remain committed to supporting
the development and prosperity

of entrepreneurial early stage
businesses in the UK and believe that
your company remains well placed
to do so.

By order of the Board

Mercia Company Secretarial
Services Limited

Company Secretary

15 June 2023




Investment portfolio

Like for like valuation

Cost Valuation increase/ (decrease) % of net assets
Fifteeen largest venture capital investments (see pages 26 to 33) £000 £000 over period** by value
1 Evotix (formerly SHE) 2,766 12,658 188.6% 12.3%
2 Grip-UK (t/a Climbing Hangar) 3,530 3,530 0.0% 3.4%
3 Volumatic Holdings 216 3,275 17.1% 3.2%
4 Gentronix 1,362 3,082 111.5% 3.0%
5 Tutora (t/a Tutorful) 2,722 2,837 4.7% 2.8%
6 Rockar 1,877 2,795 36.9% 2.7%
7 Newcells Biotech 2,479 2,519 (10.8)% 2.5%
8 Biological Preparations Group 2,366 2,267 (17.7)% 2.2%
9 Adludio 2,103 2,103 0.0% 2.1%
10 Clarilis 1,972 1,972 (22.8)% 1.9%
11 IDOX* 238 1,970 (10.9)% 1.9%
12 Administrate 2,374 1,901 5.6% 1.9%
13 Buoyant Upholstery 1,173 1,895 (31.6)% 1.8%
14 Pure Pet Food 1,774 1,845 0.3% 1.8%
15 Netacea 1,781 1,781 0.0% 1.7%
Other venture capital investments
16 Project Glow Topco (t/a Currentbody.com) 1,686 1,686 0.0% 1.6%
17 Social Value Portal 1,573 1,573 0.0% 1.5%
18 Enate 1,516 1,516 0.0% 1.5%
19 Ridge Pharma 1,497 1,500 0.2% 1.5%
20 Forensic Analytics 1,490 1,490 0.0% 1.5%
21 Turbine Simulated Cell Technologies 1,433 1,433 0.0% 1.4%
22 Broker Insights 1,395 1,395 0.0% 1.4%
23 Optellum 1,276 1,276 0.0% 1.2%
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Investment portfolio

Like for like valuation

Cost Valuation increase/ (decrease) % of net assets
Other venture capital investments £000 £000 over period** by value
24 Duke & Dexter 1,237 1,246 0.7% 1.2%
25 VoxPopMe 1,218 1,205 (12.6)% 1.2%
26 Weldex (International) Offshore Holdings 3,262 1,137 (41.0)% 1.1%
27 musicMagpie* 238 1,111 (85.4)% 1.1%
28 Centuro Global 1,038 1,038 0.0% 1.0%
29 Pimberly 1,008 1,008 0.0% 1.0%
30 Send Technology Solutions 974 974 0.0% 1.0%
31 Axis Spine Technologies 955 955 0.0% 0.9%
32 Wonderush (t/a Hownow) 947 947 0.0% 0.9%
33 LMC Software 929 929 0.0% 0.9%
34 Fresh Approach (UK) Holdings 965 899 (0.3)% 0.9%
35 Locate Bio 876 876 0.0% 0.9%
36 Moonshot 874 874 0.0% 0.9%
37 Naitive Technologies 787 787 0.0% 0.8%
38 Oddbox 1,093 753 (84.7)% 0.7%
39 Northrow 1,427 730 (45.7)% 0.7%
40 Atlas Cloud 704 704 1.1% 0.7%
41 Intuitive Holding 1,674 686 (5.4)% 0.7%
42 Sen Corporation 681 681 0.0% 0.7%
43 Medovate 1,770 534 (67.5)% 0.5%
44 Thanksbox (t/a Mo) 1,559 518 (52.3)% 0.5%
45 Synthesized 510 510 0.0% 0.5%
46 Rego Technologies (t/a Upp) (formerly Volo) 2,369 470 (13.5)% 0.5%
47 Seahawk Bidco 513 467 (21.3)% 0.5%
48 Nutshell 734 385 (47.6)% 0.4%
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Like for like valuation

Cost Valuation increase/ (decrease) % of net assets

Other venture capital investments £000 £000 over period** by value
49 Haystack Dryers 1,661 242 2.8% 0.2%
50 Arnlea Holdings 1,305 226 17.9% 0.2%
51 Sorted Holdings 3,022 212 (87.5)% 0.2%
52 Customs Connect Group 1,525 121 57.1% 0.1%
53 Angle* 131 73 (61.0)% 0.1%
54 RTC Group* 436 57 (64.3)% 0.0%
55 Velocity Composites* 108 43 (14.9)% 0.0%
56 Quotevine 1,311 - (100.0)% 0.0%
57 Ablatus Therapeutics 612 - (100.0)% 0.0%
Total venture capital investments 79,052 79,697 77.8%

Listed equity investments 7,859 8,912 8.7%

Total fixed asset investments 86,911 88,609 86.5%

Net current assets 13,888 13.5%

Net assets 102,497 100.0%

*Listed on AIM

**This percentage change in ‘like for like’ valuations is a comparison of the 31 March 2023 valuations with the 30 September 2021 valuations (or where a new investment has been made in the period, the
investment amount), having adjusted for any partial disposals, loan stock repayments or new and follow-on investments in the period.
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oest

Evotix (formerly SHE Software Group) Grip UK (t/a Climbing Hangar)

9 )
= £2,766,000 | £12,658,000 £3,530,000 | £3,530,000
- ’ ’ ’ ’ ’ ’ ’ ’
2 Cost Valuation Cost Valuation
o
.: Basis of valuation Revenue multiple Basis of valuation Price of a recent investment
% Equity held 11.1% (Mercia funds total 31.2%) Equity held 20.8% (Mercia funds total 61.4%)
> Business/location Health & Safety platform provider, East Business/location Operator of indoor climbing and leisure
- Kilbride facilities, London
o History Investment in February 2018, led by NVM History Development capital financing, July
— Private Equity 2018, led by NVM Private Equity
cs Other Mercia funds investing Northern 2 VCT, Northern 3 VCT Other Mercia funds investing Northern 2 VCT, Northern 3 VCT
.ﬁ Income in period Dividends nil, loan stock interest nil Income in period Dividends nil, loan stock interest nil
8 Audited financial information: Audited financial information:
d) Year ended 2022 2021 Year ended 2021 2020
h 31 March £m £m 30 September £m £m
- Sales 8.5 6.7 Sales 2.3 2.0
: EBITDA (0.1) (2.8) EBITDA (1.5) (1.0)
: Loss before tax (1.0) (3.0) Loss before tax (1.5) (1.0)
u Loss after tax (0.7) (2.9) Loss after tax (1.5) (0.9)
> Net assets 0.9 0.7 Net assets 6.7 4.2
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Volumatic Holdings Gentronix

£216,000 | £3,275,000 £1,362,000 | £3,082,000

Cost Valuation Cost Valuation
Basis of valuation Earnings multiple Basis of valuation Revenue multiple
Equity held 24.8% (Mercia funds total 77.7%) Equity held 34.9% (Mercia funds total 86.6%)
Business/location Manufacturer of intelligent cash handling equipment, Coventry Business/location Technology for carcinogenic drug identification, Manchester
History Management buy-out, March 2012, led by NVM Private Equity History Development capital financing, February 2007, led by NVM
Private Equit
Other Mercia funds investing Northern 2 VCT, Northern 3 VCT qurty
o . o : : Other Mercia funds investing Northern 2 VCT, Northern 3 VCT
Income in period Dividends £92,000, loan stock interest nil
Income in period Dividends nil, loan stock interest £18,000
Audited financial information: Audited financial information:
Year ended 2022 2021 Year ended 2022 2021
31 March £m £m 31August £m £m
Sales 15.5 10.6 Sales 3.7 25
EBITDA 3.3 25 EBITDA (0.6) (0.3)
Profit before tax 3.2 2.4 Loss before tax (0.7) (0.1)
Profit after tax 2.9 2.2 Loss after tax (0.7) (0.1)
Net assets 11.7 8.8 Net assets 1.5 1.5
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15 largest venture capital investments continued

Tutora (t/a Tutorful) Rockar

£2,722,000 | £2,837,000 £1,877,000 | £2,795,000

Cost Valuation Cost Valuation
Basis of valuation Revenue multiple Basis of valuation Price of a recent investment
Equity held 13.4% (Mercia funds total 37.9%) Equity held 8.1% (Mercia funds total 23.0%)
Business/location Online platform for private tutors, Sheffield Business/location E-Commerce & fulfilment platform for the new car sales
: : : . . industry, Hull
History Development capital financing, October 2019, led by Mercia
Fund Management History Management buy-out financing, July 2016, led by NVM Private
Equit
Other Mercia funds investing Northern 2 VCT, Northern 3 VCT aury
: - o ; : : Other Mercia funds investing Northern 2 VCT, Northern 3 VCT
Income in period Dividends nil, loan stock interest nil
Income in period Dividends nil, loan stock interest £48,000
Audited financial information: Audited financial information:
Year ended 2021 2020 Year ended 2022 2021
31 December £m £m 31 December £m £m
Sales 3.1 2.5 Sales 7.5 6.2
EBITDA (3.6) (1.0) EBITDA 1.1 13
Loss before tax (2.7) (1.0) Profit before tax 0.8 0.8
Loss after tax (2.6) (0.9) Profit after tax 1.2 1.0
Net (liabilities)/assets (0.5) 2.1 Net assets 4.2 3.0
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Newcells Biotech

£2,479,000 | £2,519,000

Cost Valuation
Basis of valuation Price of a recent investment
Equity held 14.7% (Mercia funds total 41.4%)
Business/location Supplies assay products to the drug and chemical
development markets, Newcastle
History Development capital financing, June 2018, led by NVM Private
Equity
Other Mercia funds investing Northern 2 VCT, Northern 3 VCT
Income in period Dividends nil, loan stock interest nil
Audited financial information:
Year ended 2022 2021
31 January £m £m
Sales 1.3 1.3
EBITDA (2.0) (1.2)
Loss before tax (2.4) (1.3)
Loss after tax (2.1) (1.1)
Net assets 2.8 4.9
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Biological Preparations Group

£2,366,000

Cost

| £2,267,000

Valuation

Basis of valuation

Earnings multiple

Equity held

25.3% (Mercia funds total 71.2%)

Business/location

Developer and supplier of products based on microbial,
antimicrobial, plant extract and enzyme technology, Cardiff

History

Management buy-out financing, March 2015, led by NVM
Private Equity

Other Mercia funds investing

Northern 2 VCT, Northern 3 VCT

Income in period

Dividends nil, loan stock interest nil

Audited financial information:

Year ended 2021 2020
31 December £m £m
Sales 7.0 9.6
EBITDA (0.4) 1.0
(Loss) before tax (0.5) (0.4)
(Loss) after tax (0.4) (0.5)
Net assets 2.2 (3.3)




15 largest venture capital investments continued

Adludio Clarilis
£2,103,000 | £2,103,000 £1972,000 | £1,972,000

Cost Valuation Cost Valuation
Basis of valuation Price of a recent investment Basis of valuation Price of a recent investment
Equity held 14.2% (Mercia funds total 40.5%) Equity held 9.9% (Mercia funds total 28.0%)
Business/location Marketing services provider helping brands run online Business/location Provides automated legal document preparation software,
campaigns, London Leamington Spa
History Development capital financing, August 2021, led by Mercia History Development capital financing, June 2018, led by NVM Private
Fund Management Equity
Other Mercia funds investing Northern 2 VCT, Northern 3 VCT Other Mercia funds investing Northern 2 VCT, Northern 3 VCT
Income in period Dividends nil, loan stock interest nil Income in period Dividends nil, loan stock interest nil
Unaudited financial information: Unaudited financial information:
Year ended 2022 2021 Year ended 2021 2020
31 December £m £m 31 December £m £m
Sales 7.4 6.9 Sales 1.8 1.6
EBITDA (1.3) (1.6) EBITDA (1.9) (1.3)
(Loss) before tax (1.4) (1.7) Loss before tax (1.9) (1.3)
(Loss) after tax (1.5) (2.0) Loss after tax (1.7) (1.1)
Net assets 2.7 4.0 Net assets 3.4 5.1
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Idox Administrate

£238,000 | £1,970,000 £2,374,000 | £1,901,000

Cost Valuation Cost Valuation

Basis of valuation Bid price (AIM) Basis of valuation Price of a recent investment

Equity held 0.7% (Mercia funds total 1.7%) Equity held 10.3% (Mercia funds total 29.0%)

Business/location Document content software, London Business/location Saas training management and LMS platform, Edinburgh
History Holding acquired through a share placing on AIM in 2000 History Development capital financing, December 2018, led by NVM
Other Mercia funds investing Northern 3 VCT P E iy

e B el S BT, e s s iricnes: 1l Other Mercia funds investing Northern 2 VCT, Northern 3 VCT

Income in period Dividends nil, loan stock interest nil

Audited financial information: Unaudited financial information:

Year ended 2022 2021 Year ended 2022 2021
31 October £m £m 31 December £m £m
Sales 66.2 62.2 Sales 4.3 3.6
EBITDA 8.7 19.5 EBITDA (5.0) (3.4)
Profit before tax 6.6 7.2 Loss before tax (5.0) (3.4)
Profit after tax 5.6 11.8 Loss after tax (4.8) (3.0)
Net assets 67.4 60.8 Net (liabilities)/assets (1.3) 0.2
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15 largest venture capital investments continued

Buoyant Upholstery Pure Pet Food
£1,173,000 | £1,895,000 £1,774,000 | £1,845,000

Cost Valuation Cost Valuation

Basis of valuation Earnings multiple Price of a recent investment

26.5% (Mercia funds total 74.4%)

Basis of valuation

Equity held 12.8% (Mercia funds total 35.9%) Equity held

Business/location Design and manufacture of upholstered furniture, Nelson Business/location Production of organic pet food, Halifax

History Development capital financing, July 2013, led by NVM Private History Development capital financing, March 2019, led by NVM Private

Equity Equity

Other Mercia funds investing

Northern 2 VCT, Northern 3 VCT

Income in period

Dividends nil, loan stock interest £120,000

Audited financial information:

Year ended 2021 2020
31 December £m £m
Sales 50.6 36.3
EBITDA 2.7 1.5
Profit/(loss) before tax 1.5 0.0
Profit/(loss) after tax 1.1 0.0
Net assets 5.7 4.7

Northern Venture Trust PLC

Annual Report and Financial Statements

Other Mercia funds investing

Northern 2 VCT, Northern 3 VCT

Income in period

Dividends nil, loan stock interest nil

Audited financial information:

Year ended 2022 2021
31 March £m £m
Sales 3.4 1.8
EBITDA (1.7) (0.9)
Loss before tax (1.7) (0.9)
Loss after tax (1.7) (0.9)
Net assets/(liabilities) 1.1 (0.2)




Netacea

£1,781,000 | £1,781,000

Cost

Valuation

Basis of valuation

Revenue mutliple

Equity held

3.6% (Mercia funds total 34.6%)

Business/location

Protects websites, mobile apps and APIs using an intelligent
detection engine. Manchester

History

Development capital financing into Intechnica, December
2021, subsequent de-merger into Netacea, May 2022, led by
Mercia Fund Management

Other Mercia funds investing

Northern 2 VCT, Northern 3 VCT, Mercia Investment Plan LP,
Northern Powerhouse Investment Fund, North West Fund for
Venture Capital

Income in period

Dividends nil, loan stock interest nil

Audited financial information:

Year ended 2022 2021
[] £m £m
Sales N/A N/A
EBITDA N/A N/A
Loss before tax N/A N/A
Loss after tax N/A N/A
Net liabilities N/A N/A
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Northern Venture Trust PLC

The Company is committed to
conducting its affairs responsibly and,
alongside the investment adviser,
considers environmental, social and
governance (ESG) issues as part of its
operations.

In addition to its commitment to
financial performance, the Board

is mindful of the impact of the
Company and its investments on the
environment alongside its social and

corporate governance responsibilities.

We recognise that the ESG regulatory
and reporting landscape is subject
to rapid change, and therefore

the Company works closely with

the investment adviser to ensure
compliance and develop initiatives.

The Company is required, under

the Companies Act 2006, to

provide details of environmental
performance, social, human rights,
employee, community issues;
including information about any
policies it has in relation to these
matters and the effectiveness of
these policies. As the Company does
not have any employees, nor its own
premises, the Company does not
maintain specific policies in relation
to these matters, however the
investment adviser maintains its own
policies as appropriate.
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KPI:

Percentage of
shareholders signed
up for electronic
communications

Impact:

Reducing the company’s
carbon emissions from
its own operations

Theme:

Environmental

KPI:

Number of post-2015
portfolio companies
that completed the
ESG_VC questionnaire

Impact:

Increasing engagement
with ESG issues within
the Company’ portfolio

Theme:

Governance

Responsible Investment ESG KPIs

78%

Impact
Assessed

KPI:

The carbon emissions of the
investment adviser were
measured in the year to

31 March 2023 and a long-term
reduction plan is being enacted

Impact:

Reducing the carbon
impact of our
operations performed
through the investment
adviser

Theme:

Environmental

36

KPI:

Number of portfolio
companies where the
investment adviser has
a member of staff as a
statutory director

Impact:

Encouraging best
practice directly at board
level of each portfolio
company

Theme:

Governance

207%

KPI:

Proportion of the Board
identifying as female

Impact:

Promoting diversity in
leadership

Theme:

Social

70%

KPI:

Percentage of portfolio
companies that have
formally raised ESG on
the Board agenda in
the year

Impact:

Encouraging portfolio
engagement with ESG
principles

Theme:

Governance

74%

KPI:

Investments made
outside of London

Impact:

Improving access to
capital across the
UK, benefiting local
communities

Theme:

Social

11

KPI:

Number of portfolio
companies where

we have assisted in
identifying board / c-suite
members in the year

Impact:

Improving governance in
portfolio companies

Theme:

Governance




Highlights and initiatives

Below is a summary of some of
the progress made this period:

Portfolio Engagement

After a successful pilot scheme in
2021, this was the second period that
the investment adviser worked with
portfolio companies to complete ESG
surveys using the venture capital
specific framework developed

by ESG_VC. The questionnaire is
designed to assist unquoted portfolio
companies respond to ESG risks and
opportunities and how these are
considered as part of their operations.
The survey asks portfolio companies
arange of questions across key
environmental, social and governance
factors. It also asks them to indicate
the relevance of those to their
business, as well as their ability to
influence those factors.

The investment adviser believes that
this engagement with the portfolio
isimportant due to the following
reasons:

- It encourages early-stage portfolio
companies to begin to engage with
ESG, or if later-stage, map their
current position and flag potential
focus areas.

« It produces a data set for tracking
our performance in influencing
ESG factors within the portfolio,
and changes on a portfolio basis
over time.

Northern Venture Trust PLC

Further investments into
sustainability-focused
companies

The Company continued to invest in
a number of sustainability-focused
and purpose-led companies in the
period and follow on investments
were also made into existing portfolio
companies. More detail on the
investment into Social Value Portal is
provided on page 38.

« Itenables comparison between
portfolio companies, and when
aggregated with the anonymised
data of other venture capital
portfolio companies, allows the
investment adviser to determine
how best to target its support.

Over time the investment adviser
will use the insights gained from
these questionnaires to inform
how we target support for portfolio
companies, and the types of
investments it makes.

Shareholder communications
As part of the Board’s ongoing
commitment to reducing the
Company’s carbon emissions, and

in line with the process performed

in late 2021, letters requesting that
shareholders confirm their mailing
preferences are included alongside
all distributed printed copies of

this annual report. By reducing the
number of hard copy documents the
Board aims to reduce the Company’s
emissions from printing and postage.
As of the signing date of this report,
78% of shareholders are signed up
for electronic communications. If a
shareholder has elected to receive
paper communications, the Company
is no longer printing the interim
report but will advise them when this
report is available on the investment
adviser’s website.
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Environmental, social and governance continued

The investment adviser’s approach to responsible investment

The investment adviser to responsible investment, which is an investment approach that considers environmental, social,
and governance (ESG) factors in the investment decision-making process. The investment adviser provides growth capital
and tailored investment solutions to thriving regional businesses to create long-term shareholder value. It has formed

a responsible investment committee, which meets monthly and comprises a number of employees from across the

business, including a number from the VCT investment team.

The investment adviser’s responsible investment committee ensures delivery against three guiding principles, inspired by

the UN’s Sustainable Development Goals (‘SDGs’):

Sustainable
economic
growth

- Provide support for
entrepreneurship and SME growth

« Support and promote job creation
and talent development

- Focus on technological innovation

Northern Venture Trust PLC

Reducing inequalities

within our
communities

- Reduce inequalities across the UK and within UK regions

- Empower and promote diversity and inclusion

Health &
wellbeing for all

- Promote health and well-being

« Support R&D of effective and essential treatments and other

healthcare services
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Policies
The investment adviser has a number
of ESG-focused policies, including:

- Origination and Investment Policy
- Portfolio Value Creation Policy

« Internal Values and Culture Policy

These policies guide the way in which
we invest and engage with portfolio
companies outlining best practice.
The investment adviser is currently

in the process of refreshing these
policies with a view to publishing
them in the next financial year.

Investment Process

ESG matters are considered when
reviewing investment opportunities.
Every investment paper has a section
where the investment team consider
any relevant ESG matters, which are

then discussed, where relevant, by the

investment committee before each
investment is approved.

Embedding an ‘ESG mindset’
All of the investment adviser’s staff
have ESG objectives that are agreed
with their line manager as part of

the annual performance appraisal
process, and regular training
sessions are organised to develop the
investment team’s awareness of key
issues.

Outlook

The investment adviser will continue
to support the Company to develop
initiatives and support the Board’s
ESG agenda.
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Environmental

The Company is committed to
investing in companies that are aware
of their impact on the environment.
As part of the investment adviser’s
investment process, environmental
risks associated with potential
portfolio companies are evaluated.
The investment adviser encourages
portfolio companies to adopt
environmentally friendly practices
where possible by using the influence
of its investment team on each of the
portfolio company’s boards.

Carbon emission reporting

and SECR

The Streamlined Energy and Carbon
Reporting (SECR) is a UK regulation
that requires some large companies
to report on their energy use,
greenhouse gas emissions, and
energy efficiency measures in their
annual reports. The Company does
not own or lease its own premises
and does not employ any staff directly
and as the Company consumes
under 40MWh of energy per year, it

is deemed a ‘low energy user’ and

is therefore out of scope for SECR
reporting. The Company’s registered
office is at the investment adviser’s
head office, who have measured their
carbon emissions and offset them in
the most recent financial year.
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Investment adviser’s

carbon emissions

The investment adviser’s parent
company, Mercia Asset Management
PLC, is in the process of finalising its
second annual review of corporate
carbon emissions, in collaboration
with Positive Planet. It offset its
emissions for the year to March 2022,
and will look to do so again in 2023.
More information can be found in its
annual report.

Task Force on Climate-related
Financial Disclosures

The Company is not in scope for TCFD
and the investment adviser, due to its
total assets under management being
under £5 billion, is also out of scope.
The Company will seek to voluntarily
adopt any recommendations made
by the Task Force on Climate-related
Financial Disclosures (TCFD) which
fall within its investment mandate as
soon as reasonably practical.

Portfolio carbon

emissions reporting

Your board is acutely aware of

the importance of measuring and
reporting the impact of the Company’s
complete carbon impact, including
the impact of its investments in
portfolio companies. Due to the early
stage of its investee companies,
many do not have the systems or
resources in place to accurately record
emissions. The investment adviser

is therefore currently focused on
engaging with management teams
directly, raising engagement and
awareness through initiatives such
as the ESG_VC questionnaire. Instead
of providing emissions data based

on a large number of assumptions,
the investment adviser will continue
to monitor developments in carbon
reporting frameworks and engage
with third parties with the aim of
reporting on portfolio company level
activity once meaningful, auditable
data can be provided for the majority
of the portfolio.




Environmental, social and governance continued

Social Case Study:
Social Value Portal

Diversity National focus

Your Directors understand the The investment adviser has offices

importance of promoting diversity of across the UK, enabling local access to

the Company’s board. The ongoing its investment team by management

board succession plan seeks to teams. This enables the Company to

create a diverse group of experienced invest in companies spread across the

individuals. The Board has 20% country, not just in London. In total,

representation from female directors. ~ 70% of the Company’s investment,
measured by value, is outside of

The investment adviser has also London.

committed to encouraging diversity,

with several initiatives in place such Other initiatives

as: The investment adviser has a number
of programmes designed to support

- Signing up to the Investing in social initiatives:

Women Code, a commitment

to support the advancement of
female entrepreneurship in the
United Kingdom by improving
female entrepreneurs’ access to
tools, resources and finance from
the financial services sector.

- Committing to improving diversity
in its hiring practices, this has
resulted in two new female hires to
its dedicated VCT investment team
in the year to 31 March 2023.

« Itadheres to an Equal
Opportunities policy which values
and respects all employees,
irrespective of role, gender, race,
age, sexual orientation or religious
belief.

38 Northern Venture Trust PLC

- Itactively encourages employees

to become involved in volunteering
and charitable community
projects through initiatives such as
Mercia Spirit.

- It seeks to engage with outreach

programmes to promote diversity
& inclusion within communities.

. It seeks input from all of its

employees to ensure ongoing
balanced representation through a
formal committee structure.
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Social Value Portal is a software business that enables organisations to measure
their social value, using its proprietary framework and technology platform.
Social value is defined as the positive value businesses create for the economy,
communities and society as a whole. Quantification of social value is now
mandatory for those bidding for public sector work, however the ‘S’ in ESG
reporting has often been overlooked due to challenges in ascribing a pounds
and pence value to this nuanced, multi-faceted and often complex area.

Amount invested
The Northern VCTs invested £5.0 million in February 2023 alongside a
£1.5 million of co-investment from Mercia’s EIS funds.

Use of funds

Funding from this round will enable the business to expand on its efforts in the
UK private sector and capitalise on the in-bound demand it has seen from its
customers to offer its framework internationally.

< >}



Governance

As providers of Venture Capital with

a dedicated investment team of 15
professionals that attend portfolio
company board meetings, governance
is the area that your board and the
investment adviser strongly believe
the Company can make the biggest
difference.

Investment process

As part of our standard investment
process we look for companies with
independent and diverse boards,
robust internal controls, and a
commitment to ethical behaviour

and transparency. Management due
diligence is performed as part of the
investment process, feeding into

the decision process on whether to
invest. In addition, each investment
recommendation from the investment
adviser includes a dedicated section
discussing ESG specific risks and value
creation opportunities, encouraging
the investment adviser’s investment
team and management teams to
engage.

Northern Venture Trust PLC

Portfolio talent and operating
partners

The investment adviser has appointed
a Head of Portfolio Talent to its
dedicated VCT investment team,
which will strengthen the team’s
credentials appointing and retaining
the most appropriate people in
portfolio companies. This forms

part of a wider strategy to create
value, and aligns the Board’s view
that strong corporate governance is
essential for long-term success. By
supporting portfolio companies and
surrounding them with experienced
individuals we seek to strengthen
each portfolio company’s internal
governance framework and provide a
strong culture to ‘do the right thing’

Encouraging best practice and
value creation

By attending board meetings and
engaging with management teams,
the investment adviser aims to
encourage best practice. Examples
of this over the past 18 months have
been:

- working with management teams
to ensure they had support during
the recent banking sector issues,
including strengthening their
treasury policies

- enacting the investment adviser’s
KPI for the year to 31 March 2023 to
ensure that ESG was raised at least
once on a formal board agenda for
all companies

bringing portfolio CEOs together
for events to network and learn
from each other
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Directors’

Northern Venture Trust PLC

Report

The Directors present their
report and the audited
financial statements for the
18 month period ended

31 March 2023.

Activities and status

The principal activity of the Company
during the period was the making

of long-term equity and loan
investments, mainly in unquoted
companies.

The Directors have managed the
affairs of the Company with the
intention of maintaining its status as
an approved venture capital trust for
the purposes of Section 274 of the
Income Tax Act 2007. The Directors
consider that the Company was not
at any time up to the date of this
report a close company within the
meaning of Chapter 2 of Part 10 of
the Corporation Tax Act 2010. The
Company’s registered number is
03090163.

The Directors are required by the
articles of association to propose an
ordinary resolution at the Company’s
annual general meeting in 2027 that
the Company should continue as

a venture capital trust for a further
five year period, and at each fifth
subsequent annual general meeting
thereafter. Shareholders will be
asked to approve an amendment to
the Company’s articles of association
to extend the date of the annual
general meeting at which such
ordinary resolution will be proposed
to 2029. This will postpone the
continuation resolution until a
period of five years has elapsed from
the allotment of shares pursuant

to the proposed prospectus top-up
offer in the tax year 2023/24. If any
such resolution is not passed, the
Directors shall within four months
convene an extraordinary general
meeting to consider proposals for the
reorganisation or winding-up of the
Company.

A consideration of the environmental
impact of the Company’s activities is
set out on page 37.

Corporate Governance

The statement on Corporate
Governance set out on pages 46 to 50
isincluded in the directors’ report by
reference.

Results and dividend

The return after tax for the period of
minus £9,923,000 has been deducted
from reserves.

The final dividend of 2.0 pence per
share in respect of the 18 month
period ended 30 September 2021,
and the two interim dividends
totalling 4.0 pence per share, in
respect of the 18 month period
ended 31 March 2023 were paid
during the period at a cost of
£9,890,000 and have been charged to
reserves.

The proposed final dividend of

2.0 pence per share for the 18 month
period ended 31 March 2023 will,

if approved by shareholders at the
Annual General Meeting, be paid on
18 August 2023 to shareholders on
the register on 21 July 2023.
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Provision of information to the
auditor

Each of the Directors who held
office at the date of approval of this
directors’ report confirms that, so
far as they are aware, there is no
relevant audit information of which
the Company’s auditor is unaware
and that they have taken all the
steps that they could reasonably be
expected to have taken as directors
in order to make themselves aware
of any relevant audit information
and to establish that the Company’s
auditor is aware of that information.

Statement on long-term
viability

In accordance with the requirements
of the AIC Code of Corporate
Governance, the Directors have
assessed the prospects of the
Company over the three year period
to March 2026. The Directors consider
that for the purpose of this exercise
it is not practical or meaningful to
look forward over a period of more
than three years and that the period
is appropriate for a business of the
Company’s nature and size.

In making their assessment the
Directors have carried out a robust
review of the risk environment

in which the Company operates,
including those risks which might
threaten its business model or
future performance and the steps
taken with a view to their mitigation
(see page 21 for further details on
risk management). The Directors
have considered the ability of

the Company to comply on an

ongoing basis with the conditions
for maintaining VCT approved
status. The Directors have also
considered the nature of the
Company’s business, including its
substantial reserve of cash and
near-cash investments, the potential
of its venture capital portfolio

to generate future income and
capital proceeds and the ability of
the Directors to control the level

of future cash outflows arising

from share-buy backs, dividends
and investments. When assessing
the potential future cashflows of
the Company, the Directors have
considered various scenarios
including a ‘downside case’ where
potential cash inflows are severely
impacted by economic disruption
that equity funds raised, investment
realisations and investment income
all fall to nil. As detailed on page
48, the Management Engagement
Committee has also considered

the Company’s relationship with
the investment adviser, Mercia, by
reference to the performance of the
venture capital portfolio and the
expertise demonstrated by Mercia in
venture capital investment.

Taking into account the Company’s
current position and principal risks,
the Directors have concluded that
there is a reasonable expectation
that the Company will be able to
continue in operation over the three
year period and meet its liabilities as
they fall due over that period.




Going concern An explanation of the significant Number

The financial statements have been post-balance sheet events are given of senior
prepared on a going concern basis. in the lnvestrr_went reahsathns section positions on

of the strategic report and in note 20 Number the Board Numberin Percentage
The Directors performed an of the financial statements. of Board Percentageof  (CEO, CFO, S!D executive of executive
assessment of the Company’s ability . members the Board and Chair) management ~ management
to meetits liabilities as they fall due. Directors . ) Men 4 80% 100% N/A N/A
In performing this assessment, the None of the Directors has a service Women 1 20% 0% N/A N/A

Directors took into consideration contract with the Company but

. . . . Non-binary N/A N/A
the uncertain economic outlook each Director is provided with a R
including: letter of appointment. Except as All other gender identities N/A N/A
mentioned below under the heading Prefer not to say N/A N/A
- the investments and liquid ‘Management;, no contract or
resources held by the Company; arrangement subsisted during or at Number
the end of the period in which any of senior
- thefact that the Company has no director was materially interested positions on
debt or capital commitments; and which was significant in relation Number the Board Numberin Percentage
. the ability of the Company to meet to the Company’s business. A list of ofBoard  Percentageof  (CEO,CFO,SID executive of executive
all of its liabilities and ongoing each director who has served during members the Board and Chair) management  management
expenses from its assets, including the period is given on page 45. White British or other White (including minority 5 100% 1 N/A N/A
its period-end cash balance; . . . white groups)
. Director DlverS|ty . Mixed/multiple ethnic groups N/A N/A
revenue and operating cost In accordance with Listing Rules . . »
forecasts for the forthcoming year;  9.8.6R(10), 9.8.61 G, 14.3.33R(2) and Asian/Asian British N/A N/A
. the ability of third-party service 14.3.36G, the.Company confirms that Black/African/ Caribbean/Black British N/A N/A
providers to continue to provide each of the Dwectgrs of the Company Other ethnic group, including Arab N/A N/A
services; and was a.lsked.to cc_)nﬂrm the fée”der. t_hat Prefer not to say N/A N/A
they identify with and their ethnicity,
potential downside scenarios as of 31 March 2023. The responses In accordance with Listing Rules 9.8.6R(9) and 14.4.33R(1), the Company confirms that it is has not met the following
including a fall in the valuation of have been collated and reflect the targets:
the investment portfolio or levels following data:
of investment income. + At least 40% of the Board are women.
Based on this assessment, the - At least one of the senior Board positions (Chair, Chief Executive Officer, Senior Independent Director or Chief
Directors are confident that the Financial Officer) is a woman.

Company will have sufficient funds
to continue to meet its liabilities as
they fall due for at least 12 months

- At least one member of the Board is from a minority ethnic background, excluding those listed as coming from a
white ethnic background.

from the date of approval of the The Board recognises the importance, value and strength of having a diverse membership. Although the key objective
financial statements, and therefore with any board appointment is to recruit the best person for the job, the Board has strengthened its diversity in the most
determine the going concern basis to recent Board appointment(s) and will continue to do so by ensuring the candidate search process utilises proven methods
be appropriate. of appealing to a diverse mix of applicants.

The Board is exclusively non-executive and as such only the position of Chair is relevant to the Board. Further the
Company has not elected to appoint a Senior Independent Director.
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Directors’ report continued

Directors’ and officers’ liability
insurance

The Company has, as permitted by
the Companies Act 2006, maintained
insurance cover on behalf of the
Directors and secretary indemnifying
them against certain liabilities which
may be incurred by any of them in
relation to the Company.

Management

Mercia took over management of the
Company’s investment affairs on

23 December 2019 after the novation
of the pre-existing management

and investment advisory agreement
(management agreement) between
the Company and NVM Private
Equity LLP (NVM), who had acted

as investment adviser since the
Company’s inception. The principal
terms of the Company’s management
agreement with Mercia are set out in
Note 3 to the financial statements.
Prior to 31 March 2022 Mercia had
contractually delegated certain

of its duties to provide financial,
administrative and company

secretarial advice and services to NVM.

As of 31 March 2022 this agreement
ceased and all previously delegated
functions are now performed by
employees of Mercia.

The Management Engagement
Committee carries out a regular
review of the terms of Mercia’s
appointment with a view to ensuring
that Mercia’s remuneration is set at
an appropriate level, having regard
to the nature of the work carried out
and general market practice.

Northern Venture Trust PLC

As required by the Listing Rules,

the Directors confirm that in their
opinion the continuing appointment
of Mercia as investment adviser on
the terms agreed is in the interests
of the Company’s shareholders as a
whole. In reaching this conclusion
the Directors have taken into account
the performance of the investment
portfolio and the efficient and
effective service provided by Mercia
to the Company.

Remuneration receivable by the
investment adviser

The remuneration receivable by

the investment adviser by virtue of
the management agreement with
Northern Venture Trust PLC comprises
the following:

Remuneration payable by
Northern Venture Trust PLC
Basic management fee: the
investment adviser is entitled to
receive a basic annual management
fee equivalent to 2.06% of net assets,
calculated half-yearly as at 31 March
and 30 September. In consenting to
the novation of the management
agreement to Mercia in December
2019, it has been agreed that the

fee due on the value of liquid assets
above the threshold of £20 million
will continue to attract a reduced rate
of 1% per annum on a permanent
basis. In the 18 month period ended
31 March 2023 the basic annual
management fee was £3,243,000

(12 month ended 30 September 2021:
£2,316,000).

Performance-related management
fee: the investment adviser is entitled
to receive an annual performance-
related management fee equivalent
to 15% of the total return in excess of
a formula-driven hurdle rate, details
of whose composition are set out in
Note 3 to the financial statements.
The annualised hurdle rate for the 18
month period ended 31 March 2023
was 6.1% (preceding year: 6.0%).
There was no performance-related
management fee due for the 18
month period ended 31 March 2023
(year ended 30 September 2021:
£2,538,000). There are amendments
proposed to the operation of the fee,
which are described in the Chair’s
Statement and the accompanying
circular.

Accounting and secretarial fee: the
investment adviser is responsible for
providing accounting, administrative
and secretarial services to the
Company for a fee for the period of
£119,000 (preceding year: £74,000),
linked to the movement in the RPI.

The total remuneration payable in
aggregate to the investment adviser
by Northern Venture Trust PLC in
respect of the period, comprising

the basic management fee, the
performance related management fee
and the accounting and secretarial
fee, was £3,362,000 (year ended

30 September 2021: £4,928,000).

Under current tax legislation the
fees paid by the Company to the
investment adviser are not subject to
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VAT. The total annual running costs

of the Company, including the basic
management fee and the accounting
and secretarial fee but excluding the
performance-related management
fee, are capped at 2.9% of average

net assets and any excess will be
refunded to the Company by way of a
reduction in the investment adviser’s
basic management fee. The annualised
running costs of the Company for the
18 month period ended 31 March 2023
were equivalent to 2.37% of average
net assets (year ended 30 September
2021:2.33%).

Remuneration payable by
investee companies

Under the management agreement,
the investment adviser is entitled to
receive fees from investee companies
in respect of the arrangement of
investments and the provision of
non-executive directors and other
advisory services. The investment
adviser is responsible for paying

the due diligence and other costs
incurred in connection with proposed
investments which for whatever
reason do not proceed to completion.
In the 18 month period ended 31
March 2023 the arrangement fees
receivable by the investment adviser
from investee companies which were
attributable to investments made by
Northern Venture Trust PLC amounted
to £573,000 (year ended 30 September
2021: £358,000), and directors’ and
monitoring fees amounted to £572,000
(year ended 30 September 2021:
£418,000).

Executive co-investment
scheme

Since 2006 the Company has, together
with the other VCT funds managed

by Mercia, participated in a co-
investment scheme with the objective
of enabling the investment adviser

to recruit, retain and incentivise its
key investment personnel. Under the
scheme executives are required to
invest personally (and on the same
terms as the Company and other

VCT funds managed by Mercia) in

the ordinary share capital of every
unquoted investee company in

which the Company invests. Since

the novation of the management
agreement to Mercia, Mercia has
managed a new co-investment
scheme. The shares held by executives
canonly be sold at such time as the
VCT funds advised by Mercia sell their
shares and any prior ranking loan
notes or preference shares held by
the funds having been repaid. The
executives participating in the scheme
jointly subscribe for 5.0% of the non-
yielding ordinary shares available to
the Northern VCT funds, except in the
case of investments where there is no
class of yielding securities, in which
case the executives jointly subscribe
for 1.0% of the non-yielding ordinary
shares available to the Northern

VCT funds. At 31 March 2023 the
Mercia co-investment scheme held
investments in 42 investee companies
acquired at a total cost of £567,000,

of which £176,000 was attributable to
investments made by the Company.




Share capital - purchase of
shares

During the period the Company
purchased for cancellation 7,335,532
of its own shares, representing 4.6%
of the called-up share capital of the
Company at the beginning of the
period, for a total consideration of
£4,570,000. Purchases were made

in line with the Company’s policy

of purchasing available shares at a
discount to net asset value. At the
general meeting held in January
2023 shareholders authorised the
Company to purchase in the market
up to 16,712,392 ordinary shares
(equivalent to approximately 10%

of the then issued ordinary share
capital) at a minimum price of 25
pence per share and a maximum
price per share of not more than
105% of the average market value for
the ordinary shares in the Company
for the five business days prior to the
date on which the ordinary shares
were purchased. As at 31 March 2023
this authority remained effective

in respect of 15,525,973 shares; the
authority will lapse at the conclusion
of the Annual General Meeting of the
Company on 21 July 2023. Therights
attached to shares are detailed in the
Corporate Governance section on
page 49.
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Share capital - issue of shares
During the period the Company
issued a total of 11,185,395

new ordinary shares, for a cash
consideration of £7,670,000. At the
2022 annual general meeting, held
on 7 January 2022, shareholders
authorised the Company to allot
shares up to a maximum nominal
value of £10,610,265 (being
42,441,060 ordinary shares) as if any
rights of pre-emption did not apply
to such allotment. That authority
was due to lapse on the earlier of the
next annual general meeting of the
Company or 30 April 2023. To ensure
that the Company had sufficient

and continuing authority to allot
new ordinary shares, at the general
meeting of the Company held on

12 January 2023, in substitution

of the authority granted at the

2022 annual general meeting,
shareholders authorised the
Company to allot shares up to

a maximum nominal value of
£8,356,196 (being 33,424,784
ordinary shares) as if any rights of
pre-emption did not apply to such
allotment. As at 31 March 2023

this authority remained effective

in respect of 32,437,379 shares; the
authority will lapse at the conclusion
of the 2023 Annual General Meeting
of the Company on 21 July 2023.

The rights attaching to shares are
detailed in the Corporate Governance
section on page 49.

Fixed assets

Movements in fixed asset
investments during the period are
set out in Note 8 to the financial
statements.

Financial Instruments

The Company’s financial instruments
comprise its investment portfolio,
cash balances, debtors and creditors
that arise directly from its operations
such as sales and purchases awaiting
settlement and accrued income. The
financial risk management objectives
and policies arising from its financial
instruments and the exposure of the
Company to risk are disclosed in Note
17 to the financial statements.

Energy and carbon

The Company consumes under
40MWh of energy per year and is
deemed a ‘low energy user’ for the
Streamlined Energy and Carbon
Reporting (SECR) UK regulation, see
page 37 for more details.

Events after the balance sheet
date

Details of events after the balance
sheet date are in note 20 of the
financial statements on page 79.

Annual General Meeting
Notice of the 2023 Annual General
Meeting to be held on 21 July 2023

is set out in a separate circular to
shareholders along with explanatory
comments on the resolutions.
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Substantial shareholdings

No disclosures of major shareholdings
had been made to the Company
under Disclosure and Transparency
Rule 5 (Vote Holder and Issuer
Notification Rules) as at the date of
this report.

Independent auditor

Mazars LLP have indicated their
willingness to continue as auditor

of the Company and resolutions to
re-appoint them and to authorise
the Audit Committee to fix their
remuneration will be proposed at the
Annual General Meeting.

By order of the Board

Mercia Company Secretarial
Services Limited
15 June 2023




Directors’

Northern Venture Trust PLC

Remuneration Report

This report has been prepared by

the Directors in accordance with the
requirements of Section 410 of the
Companies Act 2006. A resolution to
approve the Directors’ Remuneration
Report will be proposed at the Annual
General Meeting on 21 July 2023.

The Company’s independent auditor,
Mazars LLP, is required to give its
opinion on certain information
included in this report, as indicated
below. The auditor’s report on these
and other matters is set out on pages
52 to 56.

Directors’ remuneration policy
The Board currently comprises five
directors, all of whom are non-
executive. The Board does not have a
separate Remuneration Committee,
as the Company has no employees

or executive directors. The Board has
established a Nomination Committee,
chaired by Mr S J Constantine and
comprising all of the Directors, which
meets annually (or more frequently

if required) to consider the selection
and appointment of directors and

to make recommendations to the
Board as to the level of directors’ fees.
The Board has not retained external
advisers in relation to remuneration
matters but has access to information
about directors’ fees paid by other
companies of a similar size and type.

The Board considers that directors’
fees should reflect the time
commitment required and the
high level of responsibility borne

by directors. It is not considered
appropriate that either new or
existing directors’ remuneration
should be performance-related, and
none of the Directors are eligible for
bonuses, pension benefits, share
options, long-term incentive schemes
or other benéefits in respect of their
services as non-executive directors of
the Company. Mr T R Levett, who was
formerly a consultant to Mercia, the
Company’s investment adviser, has an
interest in the co-investment scheme
referred to in the directors’ report on
page 43.

The articles of association place an
overall limit (currently £200,000 per
annum) on directors’ remuneration.
The articles of association provide

Table 1: Directors’ fees

that Directors shall retire and be
subject to re-election at the first
annual general meeting after their
appointment and that any director
who was not appointed or re-
appointed at one of the preceding
two annual general meetings shall
retire and be subject to re-election

at each annual general meeting. As

a matter of good practice, the Board
has adopted the 2019 AIC code
recommendation that all Directors
should seek annual re-election.

None of the Directors have a service
contract with the Company. On being
appointed or re-elected, Directors
receive a letter from the Company
setting out the terms of their
appointment and their specific duties
and responsibilities. A director’s

appointment may be terminated on
three months’ notice being given by
the Company and in certain other
circumstances. A director who ceases
to hold office is not entitled to receive
any payment other than accrued fees
(if any) for past services.

Directors’ remuneration for
the 18 month period ended

31 March 2023 (audited
information)

The fees paid to individual Directors in
respect of the eighteen months to

31 March 2023 and year ended

30 September 2021, which represent
the entire remuneration payable to
Directors, are shown in Table 1.

18 month
period ended
31 Mar Year ended Year ended

2023 30 Sep 2021 30 Sep 2020 2023 2021 2020
£ £ £ change*** change change
S J Constantine (Chair) 57,500 35,000 35,000 10% - -
N J Beer* 7,269 27,000 27,000 (82)% - -
R J Green 47,858 25,000 25,000 28% - -
D N Hudson** 36,250 - - - - -
TR Levett 30,000 - - - - -
D A Mayes 42,500 25,000 25,000 13% - -
H P Younger* 6,731 25,000 25,000 (82)% - -
Total 228,108 137,000 137,000 11% - -

* N J Beer and H P Younger resigned on 7 January 2022

** D N Hudson was appointed on 1 January 2022

*** 18 month period ended 31 March 2023 fees annualised for the purpose of this calculation
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Directors’ share interests
(audited information)

Statement of voting at annual
general meeting

Table 2: Directors’ interests in ordinary shares

The interests of the Directors of the At the annual general meeting on 15 June 2023 31March2023 30 September 2021
. . . . Number of Number of Number of
Company (including the interests of 7 January 2022 the resolution to shares shares shares
their connected persons) in theissued  approve the Directors’ Remuneration - -
ordinary shares of the Company, at Report for the year ended $ J Constantine (Chair) 438,428 376,335 376,335
the beginning of the year, at the end 30 September 2021 was approved N J Beer* N/A N/A 313,013
of the period and at the date of this by a show of hands. 96.7% of the R J Green 296,247 296,247 296,247
report, are shown in Table 2. proxy votes received in relation to .
the resolution were either for or DN Hudson 42,086 42,086 N/A
All of the Directors’ share interests discretionary. At a general meeting TR Levett 467,785 467,785 467,785
were held beneficially. on 12 January 2023 the resolution to D A Mayes 1,618,445 1,292,864 1,010,850
approve the Directors’ remuneration H P Younger* N/A N/A 186,621

The Company has not set out any
formal requirements or guidelines to
Directors concerning their ownership
of shares in the Company.

Relative importance of spend
on pay

As the Company has no employees,
the Directors do not consider it
appropriate to present tables
comparing employee pay to that

of the Directors, or comparing
remuneration paid to employees with

policy was approved by a show of
hands. 82.7% of the proxy votes
received in relation to the resolution
were either for or discretionary.

Statement by the Chair of the
Nomination Committee

In accordance with the Directors’
remuneration policy, Directors’ fees
were reviewed by the Nomination
Committee during its meeting on
24 February 2023. The Directors
decided there would be no increase

*N J Beer and H P Younger resigned on 7 January 2022

** D N Hudson was appointed on 1 January 2022

Return to shareholders in Northern Venture Trust PLC

Five years to 31 March 2023 (March 2018= 100)

distributions to shareholders. in Director’s fees which remain at 150
the levels effective since 1 April 2022, 140

Company performance £40,000 per annum for the Chair,

The graph opposite compares the £35,000 per annum for the Chair of 130

total return (assuming re-investment the Audit Committee and £30,000 per

of all dividends) to shareholdersinthe  annum for other Directors. 120

Company over the five years ended 110

30 September 2021 with the total By order of the Board

return from a broad UK equity market 100

index over the same period. 90

80

S J Constantine
Chair of the Nomination Committee
15 June 2023

2018 2019

® Northern Venture Trust NAV total return

2020 2021

2022

2023

@ Northern Venture Trust share price total return ® UK equity market index total return

Northern Venture Trust PLC
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Governance

Corporate

Northern Venture Trust PLC

The Board of Northern Venture Trust
PLC has considered the principles and
recommendations of the Association
of Investment Companies Code of
Corporate Governance (AIC Code). The
AIC Code addresses the Principles and
Provisions set out in the UK Corporate
Governance Code (the UK Code),

as well as setting out additional
Provisions on issues that are of
specific relevance to the Company.

The Board considers that reporting
against the Principles and Provisions
of the AIC Code, which has been
endorsed by the Financial Reporting
Council, provides more relevant
information to shareholders than
reporting against the UK Code.

The Company is committed to
maintaining high standards in
corporate governance and during
the eighteen months ended 31
March 2023 has complied with the
Principles and Provisions of the AIC
Code, except as set out below. The AIC
Code is available on the AIC website
(www.theaic.co.uk). It includes an
explanation of how the AIC Code
adapts the Principles and Provisions
set out in the UK Code to make them
relevant for investment companies.

The UK Corporate Governance Code
includes provisions relating to the
role of the chief executive, executive
directors’ remuneration and the
need for an internal audit function.
For the reasons set out in the AIC
Code, and in the preamble to the
UK Corporate Governance Code, the
Board considers these provisions
are not relevant to the position of

Northern Venture Trust PLC, which is
an externally administered venture
capital trust. The Company has
therefore not reported further in
respect of these provisions.

Board of directors

The Company has a board of

five non-executive directors, the
majority of whom are considered to
be independent of the Company’s
investment adviser, Mercia Fund
Management Limited (Mercia) and
the majority of whom are considered
to be independent of the Company’s
previous investment adviser, NVM
Private Equity. The Board meets
regularly in person or by conference
call six times each year, and on other
occasions as required. The Board

is responsible to shareholders for
the effective stewardship of the
Company’s affairs and has a formal
schedule of matters specifically
reserved for its decision which
include:

- consideration of long-term
strategic issues;

- valuation of the unquoted
investment portfolio; and

. ensuring the Company’s
compliance with good practice in
corporate governance matters.

A brief biographical summary of each
director is given on pages 12 and 13.

The Chair, Mr S J Constantine, leads
the Board in the determination of
its strategy and in the achievement
of its objectives. The Chair is
responsible for organising the
business of the Board, ensuring its
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effectiveness and setting its agenda,
and has no involvement in the day
to day business of the Company. He
facilitates the effective contribution
of the Directors and ensures that
they receive accurate, timely and
clear information and that they
communicate effectively with
shareholders.

The Board has established a

formal process, led by the Chair,

for the annual evaluation of the
performance of the Board, its
principal Committees and individual
Directors. The Directors are made
aware on appointment that their
performance will be subject to
regular evaluation. The performance
of the Chair is evaluated by a meeting
of the other board members under
the leadership of Mr R J Green.

The Company Secretary, Mercia
Company Secretarial Services
Limited is responsible for advising
the Board through the Chair on

all governance matters. All of the
Directors have access to the advice
and services of the Company
Secretary, who has administrative
responsibility for the meetings

of the Board and its Committees.
Directors may also take independent
professional advice at the Company’s
expense where necessary in the
performance of their duties. As all

of the Directors are non-executive,

it is not considered appropriate to
identify a member of the Board as
the senior non-executive director of
the Company.

Regarding principle 6.2 (14) of the
AIC Code which recommends the
appointment of a senior independent
non-executive director to provide

a sounding board for the Chair and
serve as an intermediary for the
other directors and shareholders,
the Board has opted not to do so.
This matter is discussed annually
by the Nomination Committee, and
the recommendation considered by
the Board. The Board has concluded
that given the size and composition
of the Board (consisting entirely

of experienced non-executive
directors):

1. the Chair has the ability to use
each of the Directors as a sounding
board as required from time to
time;

2. the Board members have
confirmed that given the access
they have to the Chair, they do not
require another director to act as
an intermediary on their behalf.
The Directors don’t consider that
appointing a senior non-executive
would provide any benefit to
shareholders, who already have
the ability to contact the Company,
board and its investment adviser
through a variety of channels.
Providing another director as a
point of access would not enhance
this process.

3. Board members formally assess
the Chair’s performance annually
without input from the Chair and
there is no need to appoint a
senior non-executive in respect of
this process.




The Company’s articles of association
and the schedule of matters reserved
to the Board for decision provide that
the appointment and removal of the
Company Secretary is a matter for
the Board.

The articles of association provide
that Directors shall retire and be
subject to re-election at the first
annual general meeting after their
appointment and that any director
who was not appointed or re-
appointed at one of the preceding
two annual general meetings shall
retire and be subject to re-election
at each annual general meeting.
However the Board has as a matter of
good practice adopted the AIC Code
recommendation that all Directors
should seek annual re-election.

Independence of Directors

The Board regularly reviews the
independence of its members and

is satisfied that the Company’s
Directors are independent in
character and judgement and there
are no relationships or circumstances
which could affect their objectivity
(with the exception of Mr T R Levett
who was a consultant to Mercia, the
Company’s investment adviser from
23 December 2019 to 31 March 2022).

The AIC Code recommends that
where a director has served for more
than nine years, the Board should
state its reasons for believing that
the individual remains independent.
The Board is of the view that a term
of service in excess of nine years is
not in itself prejudicial to a director’s
or chair’s ability to carry out their
duties effectively and from an
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independent perspective; the nature
of the Company’s business is such
that individual Directors’ experience
and continuity of board membership
can significantly enhance the
effectiveness of the Board as a
whole. The AIC Code (principle 7.22
(24)) recommends determining and
disclosing a policy on the tenure

of the Chair. The Company does

not have a set limit on the tenure

of the members of the Board or the
Chair, however the Chair does follow
principle 12 of the AIC code, namely
that he avoids relationships which
might compromise independence
throughout their tenure. The

Board has as a matter of good
practice adopted the AIC Code
recommendation that all Directors
should seek annual re-election,

and acknowledges that regular
refreshment of its membership is
desirable.

Board Committees

The Board has appointed three
standing Committees to make
recommendations to the Board

in specific areas. The Board does
not have a separate Remuneration
Committee, as the Company has no
employees or executive directors.
Detailed information relating to the
remuneration of directors is given in
the Directors’ Remuneration Report
on pages 44 and 45.

Audit Committee
During the period, the Audit
Committee comprised:

Mr R J Green (Chair)

Mr S J Constantine

Mr N J Beer (resigned 7 January 2022)

Ms D N Hudson (appointed 1 January 2022)
Mr TR Levett

(appointed to the Committee 26 May 2022)

Mr D A Mayes

Mr H P Younger (resigned 7 January 2022)

The Audit Committee’s terms of
reference include the following roles
and responsibilities:

« monitoring and making
recommendations to the Board
in relation to the Company’s
published financial statements
and other formal announcements
relating to the Company’s financial
performance;

monitoring and making
recommendations to the Board

in relation to the valuation of the
Company’s unquoted investments;

monitoring and making
recommendations to the Board in
relation to the Company’s internal
control (including internal financial
control) and risk management
systems;

- periodically considering the need
for an internal audit function;

making recommendations to

the Board in relation to the
appointment, re-appointment and
removal of the external auditor
and approving the remuneration
and terms of engagement of the
external auditor;
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. reviewing and monitoring the
external auditor’s independence
and objectivity and the
effectiveness of the audit process,
taking into consideration relevant
UK professional and regulatory
requirements;

- monitoring the extent to which
the external auditor is engaged to
supply non-audit services; and

- ensuring that the investment
adviser has arrangements in
place for the investigation and
follow-up of any concerns raised
confidentially by staff in relation to
the propriety of financial reporting
or other matters.

The Committee reviews its terms

of reference and its effectiveness
annually and recommends to the
Board any changes required as a
result of the review. The terms of
reference are available on request
from the Company Secretary and on
the Company’s website. The Audit
Committee ordinarily meets three
times per year and has direct access
to Mazars, the Company’s external
auditor. The Board considers that
the members of the Committee are
independent and have collectively
the skills and experience required
to discharge their duties effectively,
and that the Chair of the Committee
meets the requirements of the UK
Corporate Governance Code as

to recent and relevant financial
experience. We note that the Chair,
Mr S J Constantine, is a member of
the Audit Committee. Whilst this is
not compliant with the provisions of
the 2018 UK Corporate Governance
Code, itis compliant with the

provisions of the AIC Code. As all
members of the Audit Committee are
independent non-executive directors,
we believe that this is appropriate.

During the 18 month period ended
31 March 2023 the Company did
not have an independent internal
audit function as it is not deemed
necessary given the size of the
Company and the nature of the
Company’s business. However,
the Committee considers annually
whether there is a need for such a
function and if so would recommend
this to the Board.

During the 18 month period ended
31 March 2023 the Audit Committee
discharged its responsibilities by:

- reviewing and approving the
external auditor’s terms of
engagement, remuneration and
independence;

- reviewing the external auditor’s
plan for the audit of the
Company’s financial statements,
including identification of key
risks and confirmation of auditor
independence;

- reviewing the investment adviser’s
statement of internal controls
operated in relation to the
Company’s business and assessing
the effectiveness of those controls
in minimising the impact of key
risks;




Corporate governance continied

« reviewing periodic reports on the
effectiveness of the investment
adviser’s compliance procedures;

- reviewing the appropriateness
of the Company’s accounting
policies;

- reviewing the Company’s draft
annual financial statements and
half-yearly results statement prior
to board approval, including the
proposed fair value of investments;

reviewing the external auditor’s
detailed reports to the Committee
on the annual financial
statements;

« reviewing the taxation advisers’
VCT status monitoring and
compliance reports; and

. considering the effectiveness of
the external audit process.

The key area of risk that has been
identified and considered by the Audit
Committee in relation to the business
activities and financial statements

of the Company is the valuation and
existence of unquoted investments,
particularly in light of the significant
economic uncertainty caused by
COVID-19. Another important area of
risk that is considered by the Audit
Committee is compliance with HM
Revenue & Customs conditions for
maintenance of approved venture
capital trust status.

These issues were discussed with the
investment adviser and the auditor
at the pre-year end audit planning
meeting and at the conclusion of the
audit of the financial statements.
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Valuation of unquoted investments:
the investment adviser confirmed

to the Audit Committee that the
investment valuations had been
carried out consistently with prior
periods and in accordance with
published industry guidelines,
(including the supplementary
guidance issued by IPEV in July
2022), taking account of the latest
available information about investee
companies and current market data.
The investment adviser highlighted
that the assessment of the future
prospects of portfolio companies was
subject to heightened estimation
uncertainty due to the COVID-19
pandemic. The Audit Committee
reviewed the estimates and
judgements used in the investment
valuations and was satisfied that the
final valuations are appropriate.

Venture capital trust status: the
investment adviser confirmed to the
Audit Committee that the conditions
for maintaining the Company’s status
as an approved venture capital trust
had been complied with throughout
the period. The position was also
confirmed and reported on by

Philip Hare & Associates LLP in its
capacity as adviser to the Company
on taxation matters and the relevant
report was reviewed by the Audit
Committee.

The investment adviser and auditor
confirmed to the Audit Committee
that they were not aware of any
material misstatements. Having
reviewed the reports received from
the investment adviser and auditor,

the Audit Aommittee is satisfied that
the key areas of risk and judgement
have been appropriately addressed
in the financial statements and that
the significant assumptions used

in determining the value of assets
and liabilities have been properly
appraised and are sufficiently
robust. The Committee considers
that Mazars LLP has carried out its
duties as auditor in a diligent and
professional manner.

Following a detailed review of

the draft annual report, the Audit
Committee concluded that, taken as
awhole, it was considered it to be
fair, balanced and understandable.
The Audit Committee recommended
to the Board that the Directors’
responsibilities statement in respect
of the annual report and the financial
statements, should be signed
accordingly.

The Committee regularly reviews and
monitors the auditor’s effectiveness
and independence. Mazars LLP has
confirmed that it is independent of
the Company and has complied with
the applicable auditing standards.

In accordance with professional
guidelines the engagement leader

is rotated after at most five years,
this is the third year that the current
partner has served. As part of its
review, the Committee considers

the nature and extent of non-audit
services supplied by the auditor, all
of which must be approved by the
Committee. There were no non-audit
services contracted for during the
period.
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Nomination Committee
During the period the Nomination
Committee comprised:

Mr S J Constantine (Chair)

Mr N J Beer (resigned 7 January 2022)

MrR J Green

Ms D N Hudson (appointed 1 January 2022)
Mr T R Levett

Mr D A Mayes

Mr H P Younger (resigned 7 January 2022)

The Nomination Committee
considers the selection and
appointment of Directors and makes
annual recommendations to the
Board as to the level of Directors’
fees. The Committee monitors

the balance of skills, knowledge,
diversity and experience offered by
board members, and satisfies itself
that they are able to devote sufficient
time to carry out their role efficiently
and effectively. When recommending
new appointments to the Board the
Committee draws on its members’
extensive business experience and
range of contacts to identify suitable
candidates and would consider

the use of formal advertisements
and external consultants where
appropriate. The Committee
recognises the benefits of diversity
in the constitution of the Board and
it is the Committee’s intention that
the diversity of representation on the
Board will continue to increase over
time. New directors are provided
with briefing material relating to the
Company, its investment adviser and
the venture capital industry as well
as to their own legal responsibilities
as directors. The Committee has

written terms of reference which are
reviewed annually and are available
on request from the Company
Secretary and on the Company’s
website.

Management Engagement
Committee

During the period the Management
Engagement Committee comprised:

Mr S J Constantine (Chair)

Mr N J Beer (resigned 7 January 2022)

Mr R J Green

Ms D N Hudson (appointed 1 January 2022)
Mr TR Levett

(appointed to the Committee 7 February 2023)
Mr D A Mayes

Mr H P Younger

The Management Engagement
Committee undertakes a periodic
review of the performance of the
investment adviser, Mercia, and

of the terms of the management
agreement including the level of fees
payable and the length of the notice
period. The principal terms of the
agreement are set out in Note 3 to
the financial statements on page 64.

Following the latest review by the
Committee, the Board concluded
that the continuing appointment
of Mercia was in the interests of the
Company and its shareholders as

a whole. Mercia has demonstrated
its commitment to, and expertise
in, venture capital investment since
their appointment. Mercia has also
performed its company secretarial
and accounting duties efficiently and
effectively.




Attendance at Board and Committee meetings

Table 1 sets out the number of substantive Board and Committee meetings
held during the 18 month period ended 31 March 2023 and the number
attended by each director compared with the maximum possible attendance.

Table 1: Directors’ attendance at meetings

Management
Audit Nomination  engagement
Board committee committee committee
Number of meetings held T 6 2 2
Attendance (actual/possible):
S J Constantine (Chairman) 17 6/6 2/2 2/2
N J Beer 1/1 1/1 N/A 1/1
(resigned 7 January 2022)
R J Green 77 6/6 2/2 2/2
D N Hudson 6/6 5/5 2/2 2/2
(appointed 1 January 2022)
TR Levett 6/7 3/4 1/2 2/2**
D A Mayes 6/7 5/6 2/2 2/2
H P Younger 1/1 1/1 N/A N/A
(resigned 7 January 2022)

*In addition to the six meetings of the Board held in person during the year, there were a further twenty nine

meetings held by conference call

** Mr Levett attended one meeting as an attendee and one meeting as a Committee member

Corporate responsibility

The Board aims to ensure that the
Company takes a positive approach
to corporate responsibility, in relation
both to itself and to the companies

it invests in. This entails maintaining
a responsible attitude to ethical,
environmental, governance and social
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issues, and the encouragement of
good practice in investee companies.
The Board seeks to avoid investing

in companies which do not operate
within relevant ethical, environmental
and social legislation or otherwise fail
to comply with appropriate industry
standards.

Investor relations

In fulfilment of the Chair’s obligations
under the UK Corporate Governance
Code, the Chair gives feedback to

the Board on any issues raised with
him by shareholders with a view to
ensuring that members of the Board
develop an understanding of the views
of shareholders about their company.
The Board recognises the value of
maintaining regular communications
with shareholders. Formal reports

are sent to shareholders at the half-
year and year end stages, and an
opportunity is given to shareholders

at the annual general meeting

to question the Board and the
investment adviser on matters relating
to the Company’s operation and
performance. The investment adviser
holds an annual VCT investor seminar
to which shareholders are invited.
Proxy voting figures for each resolution
are announced at general meetings
and are made available publicly
following the relevant meeting.

Further information can also be
obtained via the Company’s website.

Internal control

The Directors have overall
responsibility for ensuring that
there are in place robust systems

of internal control, both financial
and non-financial, and for reviewing
their effectiveness. The purpose of
the internal financial controls is to
ensure that proper accounting records
are maintained, the Company’s
assets are safeguarded and the
financial information used within
the business and for publication is
accurate and reliable; such a system
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can provide only reasonable and
not absolute assurance against
material misstatement or loss. The
Board regularly reviews financial
performance and results with the
investment adviser. Responsibility for
accounting and secretarial services
has been contractually delegated
to Mercia under the management
agreement. Mercia has established
its own system of internal controls
in relation to these matters, details
of which have been reviewed by the
Audit Committee.

Non-financial internal controls
include the systems of operational
and compliance controls maintained
by the investment adviser in relation
to the Company’s business as well

as the management of key risks as
referred to in the section headed ‘Risk
management’ below.

The Directors confirm that by means
of the procedures set out above,

and in accordance with ‘Guidance

on Risk Management, Internal
Control and Related Financial and
Business Reporting’, published by the
Financial Reporting Council, they have
established a continuing process for
identifying, evaluating and managing
the significant potential risks faced by
the Company and have reviewed the
effectiveness of the internal control
systems. This process has been in
place throughout, and subsequent, to
the accounting period under review.

Risk management
Risk management is discussed i