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FINANCIAL SUMMARY

Year ended Year ended
31 March 2002 31 March 2001

Income £667,000 £730,000

Net revenue return before tax £346,000 £424,000

Net revenue return after tax £323,000 £376,000

Revenue return per share 2.05p 2.38p

Total return per share (13.02)p (4.38)p

Dividend per share 2.00p 2.30p

Net assets £10,681,000 £13,086,000

Net asset value per share 68.0p 82.9p

Number of qualifying investments 32 28

Value of qualifying investments £8,612,000 £9,605,000
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I reported in my interim statement that the events of 11 September and the resulting uncertainty in economic confidence
would present challenges both to the investee companies and to this Company itself.  Although there are now positive signs
that confidence is returning there are still doubts as to the extent to which this is sustainable.  This uncertainty has been
reflected in our valuations of companies within the portfolio at this point in time.

Investments
It is disappointing to have to report a fall in the value of qualifying investments of almost £1m. The main valuation movement
in the second half year was in TIB plc. Following financial problems resulting from a sudden, unexpected and large loss of
business, the company was placed into a Creditors Voluntary Arrangement on 26 April 2002. Your Board has taken the
decision to provide for the equity in full, resulting in an unrealised loss on capital account of £926,000. The outstanding loan
of £137,000 is secured on the company’s building and remains valued at cost.

The flow of enquiries to your Board's investment adviser, Yorkshire Fund Managers Limited, has continued at satisfactory
levels but the time taken to close deals has been much longer than normal. This stems mainly from the uncertainties,
political and economic, following the attacks on the World Trade Centre and the Pentagon in September. Largely as a result,
after investment of £1.93m during the first half of the year, this fell to £0.4m in the second half. A further £1.16m has been
approved for investment, of which £0.6m has been invested in three companies since the year end.

Of the total of £2.33m invested during the year, £1.35m was invested in three new unquoted companies, £0.45m in new AIM
quoted companies and £0.53m as follow-on funding to companies within the existing portfolio, the majority of which were
AIM quoted companies. Of the £2.33m, £1.42m was invested into companies that were able to demonstrate that their
product or product concept had an innovative or technological advantage.  This is in line with the policy highlighted and
developed in previous reports to shareholders.  A summary of investments made during the year can be found in the
Investment Advisers' Review that follows this statement.

Your Board continues to review the investment strategy of your Company.  In January, the decision was taken to increase
the existing portfolio limit on AIM investments from 15% to 20%, calculated at cost on original shareholders' funds.  
The AIM portfolio has performed well to date and this increase will enable your Board to extend it further as suitable
opportunities arise.

Realisations
Your Board has been actively looking for realisation opportunities, where appropriate, both to liquidate under-performing
assets and to lock-in capital gains where the directors are of the opinion that the valuation of the investee company is
appropriate.

In the first half of the year, as I stated in my interim report, your Company successfully disposed of its holding in GB
International Limited, realising a capital gain of £260,000 which represented an annualised return on that investment of 22%.
The equity investment in Denison Mayes Group Limited, a company that had under-performed over the past two years, was
sold back to management at a discount to cost but produced an accounting profit of £200,000 due to interest arrears and
capital value having been fully provided for in a previous year.  Your Board has also taken the opportunity to sell some AIM
stocks in order to realise gains.

Your Board's intention was to continue this selective realisation process in the second half of the year.  However, given the
prevailing general market conditions that existed there were no satisfactory opportunities that could be closed within that
period.  At the current time, it is envisaged that this process will continue to be difficult. Although some realisation
opportunities do exist they are very much at an early stage and there are no expectations of completion in the short term.

Results and Dividend
The net revenue for the year was a return of £323,000 (2001: £376,000) resulting in a revenue return per share of 2.05p
(2001: 2.38p).  However, the net loss on capital account after the write down on TIB plc and certain other investments was
£2.37m bringing the net total return loss per share to 13.02p (2001: 4.38p).

Your Board is recommending a final dividend of 0.9p per share to be paid on 12 August 2002 to shareholders on the register
on 21 June 2002.  This brings the total dividend for the year to 2.0p (2001: 2.3p).
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Although the Board has taken a prudent view of the portfolio valuation, since formation original shareholders will have
received a total of 18.5p in dividends which, together with the current net asset value per share, results in a total return of
86.5p per share, compared with a net investment of 80p per share before taking any credit for the value of deferring capital
gains tax.

Shareholder Relations
The Board recognises that shareholdings in venture capital trusts are, by nature, relatively illiquid and has, therefore, for
some time had a policy of buying back shares in the market where this is of benefit to the remaining shareholders.  During
the year a total of 70,000 shares were bought back at prices of 63p and 50p per share. Shortly after the year end, on 2 April
2002, the Company bought back a further 100,000 shares at a price of 45p per share.

Your Board is looking to actively maintain the Company's ability to buy back shares in the market and improve shareholder
liquidity as far as possible. To this end, the directors will put a special resolution to the Annual General Meeting to enable
this programme to continue.  A resolution will also be put to the meeting to renew the directors' authority to allot shares
where Shareholders wish to take advantage of the tax benefits available on the subscription for new VCT shares.

In response to Shareholder requests, you will receive, together with your dividend payment, a mandate instruction enabling
you to receive dividends direct into your bank or building society account.  Should you wish to take advantage of this offer
please complete the form and send it direct to Northern Registrars Limited, who will ensure that future dividends, starting
with those relating to the 2003 financial year, will be paid by this method.

VCT Qualifying Status 
Your Company has maintained its VCT qualifying company ratio targets throughout the year.  Procedures are in place to
monitor these legislative requirements on an ongoing basis and the policy is to always maintain an adequate margin above
the minimum levels to allow for contingencies.

Outlook
Your Board will continue its policy of being very selective in the companies it invests in.  In the case of established
companies in traditional business sectors, the emphasis is on critical mass and an ability to ride out further market
downturns. In new economy sectors offering minimal revenue returns but the potential for significantly higher capital
appreciation, the emphasis is on ensuring that adequate future funding streams are identified and in place.

Your Board continues to build the portfolio with a mix of traditional and new economy businesses with a view to realising
capital growth in the medium to long term.  

As previously reported, the incorporation of early stage businesses with innovative products and services reduces the
running yield from the portfolio. Nevertheless, your Board is confident that the portfolio has the potential for significant
capital growth from which shareholders will benefit in the longer term. We are also encouraged by the current trading
experiences of a number of companies in the portfolio which are benefiting from the improvement in confidence and
economic activity. It is too early to recognise this in the valuations of our investments but, if the trend continues, it may be
possible to do so when we reconsider our valuations later in the current year.

Sir Andrew Hugh Smith
14 June 2002



INVESTMENT ADVISER'S REVIEW

This section describes the business of the companies in the investment portfolio. This year, rather than provide details of
only the ten largest companies by value, all current investments are included. The website addresses of the companies,
where available, are included to enable shareholders to obtain more details on the investee companies should they wish to
do so.

Investment Portfolio - Unquoted Companies
Company Head Office Cost Valuation
Baynflax Limited Warwick £500,000 £Nil

Date of investment: July 2000

Our investment of £500,000 funded
the management buy-in/buy-out
of Baynflax, a specialist
food processing machinery
manufacturer for over 25 years.
The company has developed a
comprehensive range of
automated food processing
equipment to provide continuing
improvement in output, quality and
profitability.

The company continues to make
efforts to improve its performance.

More information on Baynflax Limited can be found at www.baynflax.co.uk 

For the year ended 31 December
2000 audited pre-tax profits were
£0.02 million on turnover of £1.7
million (1999: £0.3 million and £2.0
million respectively). At 31
December 2000 net assets were
£0.001 million.

Equity held: 25.0%

Valuation basis: Full Provision

CCCoutdoors Limited Sheffield £554,702 £554,702

Dates of investment: May 1998 and March 2002

CCC is a retailer of outdoor
clothing, equipment and travel
goods. The investment of £500,000
in May 1998 supported the buy out
from its previous owner. 

A further investment of £55,000
was completed in March 2002 as
part of a total package of £1.25m to
fund the company’s first
acquisition. Current trading is
exceeding expectations.

For the 52 weeks ended 27
January 2002 audited pre-tax
profits were £0.3 million on
turnover of £3.3 million (2001: £0.2
million and £3.0 million
respectively). At 27 January 2002
net assets were £0.36 million.

Equity held: 22.6%

Valuation basis: Value equating to
cost

Cozart Bioscience Limited Abingdon £500,000 £500,000

Date of investment: May 2001

Cozart is a medical diagnostics
company that undertakes a
number of immunodiagnostic
tasks, particularly for drugs abuse.
The investment was made as the
company launched an on-site
rather than a laboratory based
testing system. 

Cozart continues to make good
progress and has recently secured
further major contracts with the
Home Office.

For the year ended 30 November
2000 audited pre-tax profits were
£0.02 million on turnover of £0.88
million (1999: £0.14 million loss
and £0.84 million respectively). At
30 November 2000 net assets
were £0.1million.

Equity held: 6.07%

Valuation basis: Cost

More information on CCCoutdoors Limited can be found at www.ccc-outdoors.co.uk and www.mitchellscamping.co.uk  

More information on Cozart Bioscience Limited can be found at www.cozart.co.uk

British Smaller Companies VCT plc 4



INVESTMENT ADVISER’S REVIEW

5 British Smaller Companies VCT plc

Company Head Office Cost Valuation
Denison Mayes Group Limited Leeds £100,000 £Nil

Date of investment: August 1998

The investment of £700,000 was
provided as part of a £2.7 million
package to fund the management
buy-out of the company. On 5
September 2001 an agreement
was reached to sell the equity
stake back to the management for
a total consideration of £200,000
(which included interest arrears).
The preference shares and most of
the loan were written off as part of
the deal. There is a residual loan of
£100,000 in the company,
repayable from August 2006.

For the year ended 31 December
2000 audited pre-tax losses were
0.1 million on a turnover of £3.0
million (1999: £0.1 pre-tax profits
and £4.5 million respectively). At 31
December 2000 net assets were
£0.5 million. 

Equity held: -

Valuation basis: Full provision

Freshroast Coffee Co. Limited Elland £80,271 £132,000

Date of investment: July 1996

Freshroast Coffee Company
processes, packages and markets
coffee, tea and associated drinks.

Recent performance has been
relatively steady. 2001 saw the
completion of a small acquisition
that has integrated well into the
core business. 

For the year ended 31 December
2000 audited pre-tax profits were
£0.08 million on turnover of £3.3
million (1999: £0.07 million and
£4.2 million respectively).  At 31
December 2000 net assets were 
£0.3 million.

Equity held: 13.0%

Valuation basis: Earnings

Images at Work Limited Salisbury £615,000 £461,250

Date of investment: March 1999

Images at Work supplies and
manages corporate clothing
contracts to a portfolio of around
200 large and small clients
throughout the UK including a
number of blue chip companies.
The investment of £615,000
funded the management buy-out. 

Since that time, the company has
successfully broadened its
customer base by winning contract
management bids after targeting
the security and emergency
services market place. 

For the year ended 30 September
2001 audited pre-tax profits were
£0.07 million on turnover of £2.5
million (2000: £0.04 million and
£2.5 million respectively). At 30
September 2001 net assets were
£0.7 million.

Equity held: 33.3%

Valuation basis: Cost less 25%
provision 

More information on Images at Work Limited can be found at www.iaw.co.uk

More information on Denison Mayes Group Limited can be found at www.denisonmayesgroup.com 
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Company Head Office Cost Valuation
Imerge Limited Cambridge £306,667 £306,667

Dates of investment: December 2000 and August 2001

Imerge is a recognised leader in
Internet-connected hard disk-based
audio products and Media
Appliances. Products include the
XiVATM Media Appliance Technology,
XiVA-Net Entertainment Portal for
music and video products and the
SoundServer range of hard disk
audio devices. 

Revenues continue to increase
significantly with software licenses
being signed at an escalating rate
with a number of hi-fi manufacturers. 

A further investment of £0.04 million
was completed in April 2002.

More information on Imerge Limited can be found at www.imerge.co.uk

For the year ended 31 December
2000 audited pre-tax losses were
£2.48 million on turnover of £0.81
million (1999: £0.54 million loss
and £0.34 million respectively). At
31 December 2000 net assets
were £3.3 million.

Equity held: 2.22%

Valuation basis: Value equating to
cost

International Resources Group Limited London £47,252 £600,000

Dates of investment: February 1998, April 1999 and March 2000

IRG was set up to acquire Odgers
International Ltd, one of the oldest
recruitment firms in London.  The
company recruits high calibre
personnel for prestigious clients
which include major institutions as
well as fast growing
entrepreneurial businesses. It is
one of the top ten search firms with
a reputation for providing
recruitment successes across a
wide range of sectors. IRG repaid
its loan on 31 May 2000 at cost
plus a premium of 32% per annum
compound. 

IRG has performed well in a difficult
market. 

For the year ended 31 December
2000 audited pre-tax profits were
£1.1 million on turnover of £16.3
million (1999: £0.2 million and £8.3
million respectively). At 31
December 2000 net assets were
£0.6 million.

Equity held: 6.55%

Valuation basis: Earnings

More information on International Resources Group Limited can be found at www.odgers.com 

JDA Limited Leeds £300,000 £300,000

Date of investment: September 2000

JDA is one of the oldest and largest
independent marketing agencies in
the UK. They have been providing
award-winning, direct marketing
solutions for blue chip clients for
over 16 years. Clients include BT,
Tesco, Thompson, Sky and
Alliance and Leicester. 

JDA is performing above
expectations and is continuing to
explore all expansion
opportunities.

For the period ended 31 December
2001 audited pre-tax profits were
£0.6 million on turnover of £15.4
million. At 31 December 2001 net
assets were £0.9 million. 

Equity held: 15.0%

Valuation basis: Value equating to
cost

More information on JDA Limited can be found at www.jda.co.uk
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Company Head Office Cost Valuation
Primal Pictures Limited London £500,000 £500,000

Date of investment: March 2001

Primal develops and markets high
quality anatomical CD-ROMs
aimed at healthcare professionals
ranging from medical students to
orthopaedic surgeons. Images are
derived from digital X-ray and
magnetic resonance imaging data
enabling the use of completely
authentic anatomical data.

The company continues to make
good progress with revenues
having increased three-fold over
the past two years.

For the year ended 31 December
2000 audited pre-tax losses were
£0.38 million on turnover of £0.96
million (1999: £0.36 million loss
and £0.52 million respectively). At
31 December 2000 net assets
were £0.02 million.

Equity held: 3.85%

Valuation basis: Cost 

Ray Engineering Company Limited Bristol  £535,000 £401,250

Dates of investment: November 1997 and November 1998

Ray Engineering designs and
manufactures high quality knobs,
handles and hand wheels used in
machinery and equipment in the
engineering market. The company
has recently introduced many new
products and has formed additional
distributor relationships in
Australia, Germany and Bulgaria. 

Good progress continued to be
made in 2001.  Early indicators are
that the performance in 2002 is
building on this progress.

For the year ended 31 December
2001 audited pre-tax profits were
£0.1 million on turnover of £2.5
million (2000: £0.03 million and
£2.6 million respectively). At 31
December 2001 net assets were
£0.6 million.

Equity held: 36.9

Valuation basis: Cost less 25%
provision

RMF Engineering Limited Dinnington £90,000 £140,000

Date of investment: February 1997

RMF is one of Europe's leading
manufacturers of corrosion
resistant chemical plants
specialising in providing tailor
made solutions to individual
problems. The company has
maintained its position as one of
Europe's leading manufacturers in
its field. 

For the year ended 31 December
2000 audited pre-tax profits were
£0.07 million on a turnover of 3.2
million (1999: £0.2 million and £3.0
million respectively). At 31
December 2000 net assets were
£0.6 million. 

Equity held: 25.0%

Valuation basis: Earnings

More information on Ray Engineering Company Limited can be found at www.rencol.com

More information on RMF Engineering Limited can be found at www.rmf-engineering.co.uk

More information on Primal Pictures Limited can be found at www.primalpictures.com 



INVESTMENT ADVISER’S REVIEW

8British Smaller Companies VCT plc

Company Head Office Cost Valuation
Sheet Piling (UK) Limited Preston £500,000 £500,000

Date of investment: June 2000

From its headquarters in Preston,
Sheet Piling carries out contracts
throughout the UK for a variety of
sectors. The investment of
£500,000 supported the
management buy-out from Allen
plc. The company has benefited
from an upsurge in civil
engineering work in the water,
energy and transport markets.  

Its ability to carry out noise and
vibration free pile insertion
continues to give the company a
competitive advantage on which it
is capitalising.   

More information on Sheet Piling (UK) Limited can be found at www.sheetpilinguk.com

For the first accounting period from
17 January 2000 to 27 May 2001
audited pre-tax profits were £0.3
million on turnover of £6.0 million.
At 27 May 2001 net assets were
£0.6 million. 

Equity held: 36.0%

Valuation basis: Value equating to 
cost 

T & D Packaging Limited Bradford £750,000 £750,000

Date of investment: February 2000

T & D is one of the UK's leading
producers and distributors of
industrial packaging, principally
metal drums.  The investment of
£750,000 in February 2000
supported the management buy-
out. Current trading is a little ahead
of expectations and T&D is well
placed to take advantage of market
opportunities. 

For the first accounting period from
15 October 1999 to 31 January
2001 audited pre-tax profits were
£0.4 million on a turnover of £13.2
million. At 31 January 2001 net
assets were £1.5 million.

Equity held: 15.22%

Valuation basis: Value equating to
cost

Tamesis Limited London £350,000 £175,000

Date of investment: July 2001

Tamesis develop and sell real time
trading software for investment
banks. The software allows
consolidation of risk data from
legacy silos to produce a
consolidated risk position. This
provides its clients with a capability
that can change the way in which
they view their own risk position
and, therefore, significantly
enhance the way in which they
handle their investment business. 

Progress continues to be made
with Tamesis’ major worldwide
banking customers following the
events of 11 September. 

For the year ended 31 December
2000 audited pre-tax profits were
£0.1million on turnover of £1.66
million (1999: £0.54 million loss
and £1.21 million respectively). At
31 December 2000 net assets
were £0.66 million.

Equity held: 3.72%

Valuation basis: Cost less 50%
provision.

More information on T & D Packaging Limited can be found at www.tdpackaging.com 

More information on Tamesis Limited can be found at www.tamesis.com
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Company Head Office Cost Valuation
TIB plc Merthyr Tydfil £607,125 £137,125

Dates of investment: June 1998 and August 1999

TIB's business is professional CD
and DVD duplication, printing and
packaging for the software and
music industries. The original
investment in June 1998 enabled
the company, then based in
Bradford, to acquire a Merthyr
Tydfil-based business and
relocate.  The further investment in
August 1999 allowed the company
to enter the DVD-ROM business. 

Following recent trading difficulties
TIB entered into a Creditors
Voluntary Arrangement on 26 April
2002. 

More information on TIB plc can be found at www.tib.co.uk 

For the year ended 31 May 2001
audited pre-tax profits were £0.4
million on a turnover of £9.4 million
(2000: £0.6 million and £9.4 million
respectively).  At 31 May 2001 net
assets were £2.4 million.

Equity held: 16.55%

Valuation basis: Full provision on
equity holding.
Loan held at cost.

Voxar Limited Edinburgh £262,969 £262,969

Dates of investment: September 2000 and February 2002

Voxar has developed software for
the high speed rending of three
dimensional computer images. The
products use voxels (cubes) rather
than the more conventional
polygons to build surfaces. The
software is used as an add-on to
ultrasound, MRI and CTX scanners
to enable their images to be seen
in 3D.

Progress to date has been
satisfactory with revenues
increasing by 100% in each of the
last two years.

For the year ended 31 July 2001
audited pre-tax losses were £1.39
million on turnover of £0.57 million
(2000: £0.83 million loss and £0.13
million respectively). At 31 July
2001 net assets were £0.08 million.

Equity held: 4.47%

Valuation basis: Value equating to
cost

Weston Antennas manufacture
large diameter satellite dishes for
the communications market. Our
investment was made to enable the
company to increase the size of its
manufacturing facility, allowing it to
produce larger dishes and higher
precision products.

Progress towards expanding the
company’s customer base has
been slow.

For the year ended 31 March 2001
audited pre-tax losses were £1.2
million on turnover of £0.78 million
(2000: £0.28 million loss and £1.1
million respectively).  At 31 March
2001 net assets were £1.39 million.

Equity held: 5.24%

Valuation basis: Full provision

More information on Weston Antennas Limited can be found at www.westonantennas.com

Weston Antennas Limited Dorchester £500,000 £Nil

Date of investment: April 2001

More information on Voxar Limited can be found at www.voxar.com 
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Company Head Office Cost Valuation
Bond International Software plc Worthing £52,500 £56,135

Date of investment: December 1997

Bond International has over 30 years
experience in the development and
supply of software, support and
consultancy services to the
recruitment and personnel industries.
It has developed its own proprietorial
software known as ADAPT which is
now firmly established as the world's
leading staffing software, with over
22,000 users in 36 countries. 

2001 as a whole saw the financial
performance move forward, although
the second half of the year's trading
did weaken. In the short-term this is
expected to continue. The company
is working hard to ensure that
the long-term prospects are not
compromised.

For the year ended 31 December
2001. Audited pre-tax profits were
£1.3 million on turnover of £11.4
million (2000: £1.0 million on
£9.4 million respectively).  At 31
December 2001 net assets were
£4.8 million.

Equity held: 0.6%

Valuation basis: Quoted 
mid-market price

Connaught plc                 Sidmouth £162,298 £357,300

Dates of investment: November 1998, July 1999 and January 2001

The company operates as a
facilities management and
integrated property services group,
engaged in building maintenance
light refurbishment, commercial
fitting-out and electrical work. 

The social housing and facilities
management divisions have both
continued the strong performance
of the last financial year. The
interiors division experienced a
slow down in the latter part of 2001.
A strengthening of the order book
has occurred in the first quarter of
2002.

For the year ended 31 August 2001
audited pre-tax profits were £2.7
million on turnover £95.7 million
(2000: £2.2 million and £77.6
million respectively).  At 31 August
2001 net assets were £7.23 million. 

Equity held: 1.1%

Valuation basis: Quoted 
mid-market price

More information on Connaught plc can be found at www.connaught.plc.uk

More information on Bond International Software plc can be found at www.bondadapt.com 

AIM Quoted Companies
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Company Head Office Cost Valuation
CRC Group plc                Aylesbury £149,372 £255,935

Dates of investment: November 1997 and July 1998

CRC Group provides integrated
after-sales service solutions to
customers in communications,
media and information
technologies. CRC's principal
customers include Sony, Motorola
and Sun Microsystems, which have
enabled the company to achieve its
historically consistent levels of
profitability and growth.

The company has recently
reported that the excellent growth
achieved in 2001 has been
continued into the first 13 weeks of
2002. 

For the year ended 31 December
2001 audited pre-tax profits were
£5.8 million on turnover of £98.1
million (2000: £2.0 million and
£53.7 million respectively). At 31
December 2001 net assets were 
£19.0 million.

Equity held: 0.5%

Valuation basis: Quoted 
mid-market price

More information on CRC Group plc can be found at www.crc-group.com 

First Artist Corporation plc  Wembley £300,218 £407,491

Dates of investment: March 2001 and December 2001

An investment in First Artist was
made alongside several other
institutional investors when this
company's shares were placed on
the OFEX market in March 2001. 

A subsequent further investment
was made in December 2001,
supporting the acquisition of
FIMO, a European  based football
agency. At the same time the
shares were listed on AIM. 

In March 2002 First Artist
expanded its activities into Asia
and Australasia. 

For the year ended 30 June 2001
audited pre-tax profits were £0.7
million on turnover of £1.7 million
(2000: £0.4 million and £1.4 million
respectively). At 30 June 2001 net
assets were £3.0 million.

Equity held: 1.6%

Valuation basis: Quoted 
mid-market price 

Honeycombe Leisure operates a
managed estate of 75 public
houses, located within
approximately two hours drive from
the company's head office. 

The current year has seen the
challenge of integrating the 35
outlets bought from the Devonshire
Pub Company. The company
continues to focus on delivering
operating efficiencies to reduce the
level of gearing.

For the year ended 29 April 2001
audited pre-tax profits were £1.2
million on turnover of £21 million
(2000: £2.0 million and £14.3
million respectively). At 29 April net
assets were £18.1 million. 

Equity held: 1.5%

Valuation basis: Quoted 
mid-market price 

More information on First Artist Corporation plc can be found at www.1startist.com

More information on Honeycombe Leisure plc can be found at www.honeycombe.co.uk

Honeycombe Leisure plc    Preston £253,117 £313,003

Dates of investment: November 1998, February 2000 and January 2001 
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Company Head Office Cost Valuation
Landround plc                   Chester £282,929 £223,087

Date of investment: August 1999

Landround specialises in creating
and servicing innovative low cost,
high value, travel and holiday
themed promotions for hundreds of
leading companies. The company
upgraded its communications and
booking systems, and its travel
rewards programme, "Buy and Fly,"
is now well established. 

2001 has seen Landround respond
well to the events of 11 September
which directly impacted the travel
industry. A steady improvement
has been evident in this market at
the end of 2001 and the first
quarter of 2002. 

More information on Landround plc can be found at www.landround.com

For the year ended 30 September
2001 pre-tax profits were £0.06
million on turnover of £7.3 million
(2000: £1.3 million and £7.5 million
respectively). At 30 September
2001 net assets were £3.5 million.

Equity held: 2.6%

Valuation basis: Quoted 
mid-market price

Oasis Healthcare plc Norwich £391,618 £656,865

Dates of investment: July 2000 and July 2001

Oasis Healthcare, through its
wholly-owned subsidiary Oasis
Dental Care Limited, owns and
operates dental practices in the
Midlands and North of England
providing both NHS and private
treatment. The company's strategy
is to build a national estate of over
100 high quality Oasis-branded
dental practices. The most recent
acquisitions, which were
completed in April 2002, brought
the total number of practices to 67
operating through 286 surgeries. In
late April Oasis obtained an
extension of £17.5 million to its
borrowing facilities in support of its
continued expansion. 

For the year ended 31 March 2001
audited pre-tax losses were £0.4
million on turnover of £8.9 million
(2000: £0.2 million (loss) and £3.4
million respectively). At 31 March
2001 net assets were £8.3 million.

Equity held: 2.4%

Valuation basis: Quoted 
mid-market price

SBS Group plc London £100,000 £4,200

Date of investment: March 1998

SBS Group is a specialist
international IT staffing business
operating in three major
geographical markets, the United
Kingdom, Continental Europe and
North America.

The company has experienced a
weakening in its markets over the
past 12 months and is seeking to
mitigate this through the
development of related
businesses. 

For the year ended 31 August 2001
audited pre-tax losses were £3.6
million on turnover of £45.4 million
(2000: profit of £0.2 million and
£46.4 million respectively). At 31
August 2001 net assets were in
deficit by £1.1 million.

Equity held: 0.4%

Valuation basis: Quoted 
mid-market price

More information on Oasis Healthcare plc can be found at www.oasis-healthcare.com 

More information on SBS Group plc can be found at www.sbs-plc.com
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Company Head Office Cost Valuation
Spring Grove Property Maintenance plc Hounslow £100,000 £105,000

Date of investment: December 2001

Spring Grove's principal activity is
the day-to-day provision of
property maintenance services to
the social housing sector. 

The company operates in the
South of England and has
successfully expanded in recent
years.

Our investment was made to
support continued growth
expansion at the same time as the
shares were listed on AIM, having
previously been quoted on the
OFEX market.

For the year ended 31 January
2001 audited pre-tax profits were
£0.2 million on turnover of £5.4
million (2000: £0.2 million and £3.9
million respectively). At 31 January
2001 net assets were £0.6 million.

Equity held: 2.1%

Valuation basis: Quoted 
mid-market price

Tikit Group plc                    London £225,000 £224,022

Date of investment: June 2001

Tikit Group is a provider of
consultancy services and software
solutions principally to the IT
departments of top law firms. The
company has won a large contract
to provide a range of document
and knowledge management tools
to the European Court of Human
Rights in Strasbourg.  

The company completed a small
acquisition in November 2001,
which has been integrated into the
existing business. Trading
progress is satisfactory. 

For the year ended December
2001 audited pre-tax profits were
£1.1 million on turnover of £9.0
million (£2000: £0.9 million and
£9.3 million respectively). At 31
December 2001 net assets were
£3.5 million. 

Equity held: 1.7%

Valuation basis: Quoted 
mid-market price

Warthog are developers of
interactive entertainment software,
with a focus on computer games.
Flotation on AIM in 2001 has
enabled the company to expand its
game pipeline and portfolio, whilst
raising the company's profile to
increase its ability to negotiate
attractive development contracts
with publishers and potential
acquisitions.

Warthog recently completed its first
acquisition, 42-Bit AB, a Swedish
based computer games company. 

For the year ended 31 March 2001
audited pre-tax profits were £0.3
million on turnover of £3.8 million
(2000: £0.2 million and £2.4 million
respectively). At 31 March 2001 net
assets were £5.2 million. 

Equity held: 1.7%

Valuation basis: Quoted 
mid-market price

More information on Warthog plc can be found at www.warthog.co.uk 

Warthog plc                         Cheadle £364,900 £288,350

Dates of investment: January 2001 and January 2002

More information on Tikit Group plc can be found at www.tikit.com
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Investment Activity

The general slowdown in corporate activity through the summer of 2001, punctuated by the events of 11 September, led to a
marked reduction in investment in the venture capital industry in general and in your Company in particular.  This is
demonstrated below:

Investments in the six months ended 30 September 2001

AIM Unquoted Total
No £000 No £000 No £000

New 2 353 3 1,350 5 1,703
Existing 1 170 1 56 2 226

3 523 4 1,406 7 1,929

Investments in the six months ended 31 March 2002

AIM Unquoted Total
No £000 No £000 No £000

New 1 100 - - 1 100
Existing 2 230 2 68 4 298

3 330 2 68 5 398

The first half of the year saw a total of £1.9m invested in seven companies, £1.4m of which was invested in innovative
business involved in the application of new technologies. The remaining investments were made in AIM quoted stocks
where the businesses were well established and showed strong growth potential. One of these AIM investments was in
Synergy plc which was also realised within the year for a profit of £51,000.

The further investments in the unquoted portfolio in the second half of the year supported the continued expansion of Voxar
Limited and an acquisition by CCCoutdoors Limited. Subsequent to the year-end your Company also participated in a
further funding round of Imerge Limited in support of its continuing sales expansion, made a £325,000 investment in
Cambridge Cognition Limited as part of a total deal size of £2.2m, and made an investment of £249,000 in Cardpoint plc on
its admission to AIM.

The Board's policy of diversifying into high growth innovative businesses has, to 31 March 2002, resulted in a holding
comprising six such investments at a total cost of £2.42m. £1.26m is invested in three companies operating in the
healthcare sector, with the three other investments in telecommunications, investment banking and consumer products.

Whilst uncertainty in the capital markets does remain, Yorkshire Fund Managers has identified a recent upturn in corporate
activity.  As a result, investments totalling £1.16m have been approved for five companies over a spread of sectors.  We
continue to be very selective in the proposals that we bring to your Board for approval.

Portfolio Performance 

The year ended 31 March 2002 was a challenging period for the portfolio.  The business conditions and financing
environment faced by small companies became increasingly difficult as the year progressed.  This has impacted, in the
main, on the unquoted venture capital investments held by your Company.

Many companies in the unquoted portfolio suffered from adverse business conditions and weakening investment confidence
as the year progressed.  This has had a material impact on the value of the unquoted venture capital portfolio as provisions
have been made against the value of a number of companies, some of which have shown marked under performance
against their business plans.With the benefit of hindsight, in some cases, the product potential or the speed and extent of
market acceptance of new technologies, products or services has been overestimated. With market conditions uncertain, an
approach which is active but prudent is required.
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Of the unquoted investment portfolio, six investments are showing continued improvement, seven showing stable
development and four are under-performing. 

In valuing the portfolio, the Board, advised by Yorkshire Fund Managers, have taken a prudent view and have provided in
full or in part for poor performing investments without making upward revaluations of the better performing companies.

The investment which has, this year, had the most significant impact on the net asset value is TIB plc, a manufacturer of
CDs and DVDs. Following trading difficulties associated with the latter half of the year, the company was placed into a
Creditors Voluntary Arrangement on 26 April 2002. This alone has resulted in a £926,000 (5.9p per share) reduction in the
value of the portfolio.

The AIM portfolio has performed solidly with gains of £158,000 realised in the year.  This included the acquisition and
disposal of shares in Synergy plc. The majority of values have held up with the companies retaining good medium term
prospects. Only one company was directly affected by the events of 11 September, Landround plc, although recent trading
has seen a marked improvement in its share price. 

We have again expanded and enhanced our portfolio team during the period to enable it to continue to work actively with
the investee companies.

Portfolio Analysis

Analysis by cost and value between quoted and unquoted investments is shown above. The investments in AIM represent
25.1% of the cost of the venture capital portfolio and 14.46% of the initial capital of the fund.  The Board's policy is to have
no more than a maximum of 20% of the initial capital of the fund invested in AIM shares. 

Your Company has invested in businesses across a broad range of industry sectors.  The sector performance is set out in
the table above.

Consumer products/services is the largest sector both by cost and value.  The sector as a whole has grown strongly during
the period and whilst current valuations remain below cost, we would expect this situation to be reversed during the coming
year as the progress made by our investees is consolidated.

Performances in the healthcare support services, construction and computer software sectors have resulted in valuations
greater than cost.  Disappointingly, but not unexpectedly, the telecoms and industrial sectors have performed poorly and we
do not expect real progress to be made until these sectors, telecoms in particular, show signs of improvement.

Cost
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Provisions and Valuation Movements

This year, whilst three unquoted companies remain above cost, it has been necessary to make provisions against some
other investments.  The net downward valuation movement arising in the year was £2,064,000 and can be analysed as:

£000
Provisions for under-performance on the unquoted portfolio (2,443)
Movement in AIM stock valuations 379

(2,064)

Summary and Outlook 

Investment in VCTs is long term in nature with real cash returns being generated five to ten years from the inception of the
VCT.  

The first part of the process is substantially complete and while some new investments will be made on a very selective
basis, most of our remaining liquid funds will be used to support those businesses in which we have already invested, and
from which we would expect the best performance.

We began the realisation process earlier this year but were unable to sustain it because of the general uncertainty and the
resulting downturn in corporate activity.  The outlook for substantial realisations remains unhelpful and the current year may
see few, if any, either by trade sale or IPO.  The exception may be in the AIM portfolio where market conditions may make
small realisations easier to achieve.

We continue to believe there to be substantial potential for growth in the portfolio, particularly from many of the investments
made in earlier stage innovative businesses.  Our exposure to companies in the consumer/services, healthcare and
construction sectors should also result in substantial realisations in the medium term and may indeed provide increases in
valuations in the shorter term.

The priorities for this year will be to ensure that companies continue to effectively manage their costs whilst taking
advantage of any market improvements as they arise. The funds available for investment will allow your Company to take
advantage of selective investment opportunities as they arise.

Philip S. Cammerman
Yorkshire Fund Managers Limited
14 June 2002
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In valuing unlisted investments the directors follow the criteria set out below. These procedures comply with the British
Venture Capital Association guidelines for the valuation of venture capital investments.

• Investments completed within 12 months prior to the date of valuation are normally valued at cost except that
adjustments are made when there has been a material change in the trading circumstances of the company or a
substantial movement in the market.

• Provisions against cost, in bands of 25%, are made at any stage in a company's development if performance
shows a material deviation from plan.  Provisions are initially applied to the equity element of an investment as
this carries the greater risk.

• Whenever practical, investments will be valued by reference to a material arm's length transaction or a quoted
price.  AIM quoted investments are valued at their mid-market price at the balance sheet date less a discount,
where appropriate, to reflect any particular restrictions or significant holdings in relation to the issued share capital.

• Mature companies are valued by applying a multiple to their fully taxed prospective earnings. The multiple is
derived by taking an average of the prospective multiples of the most comparable listed companies and adjusting
for differences in business mix, size, trading record and prospects.  This multiple is discounted by at least 25% for
unmarketability.  In the event that there are no comparable listed companies, the prospective multiple of the most
relevant sub-sector of the Financial Times Actuaries Share Indices is used and a similar discount applied.

• To obtain a valuation of the total Ordinary share capital held by management and the institutional investors, the
value of preference share capital is deducted from the valuation of the entire share capital.  The effect of any
performance-related mechanisms is taken into account in determining the split of Ordinary share capital between
management and institutions.

• Except when provisions have been applied as outlined above, preference shares are valued at cost.  When a
redemption premium has accrued this will only be valued if there are reasonable prospects of it being paid.

• Preference shares which carry a right to convert into Ordinary share capital are valued at the higher of the cost
basis and the Price/Earnings basis, both described above.

• Debenture and loan stock are valued on the same basis as preference shares.
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Sir Andrew Colin Hugh Smith Chairman (70), following a career at the Bar and in industry he became a partner of Capel
Cure Myers in 1970, senior partner in 1979 and left the firm in 1988 to become chairman of the London Stock Exchange. He
retired from the Exchange in 1994. He is currently chairman of British Smaller Technology Companies VCT plc and of British
Smaller Technology Companies VCT 2 plc.

Christopher John Brown (48), has worked in finance with Jaguar and Lucas and in general management with GEC and
FKI Babcock. He co-led the management buy-in of David Brown Group Plc in January 1990 and was chief executive until
the acquisition by Textron Inc in 1998. He is currently non-executive chairman of Robotic Technology Systems plc and a
director of Seabeam Airways Limited and Seabeam Partners Limited.  He was, until recently, a member of the Industrial
Development Board for Yorkshire, The Humber and East Midlands.

Philip Simon Cammerman (60), has over 20 years of industrial experience in engineering and hi-tech industries and has
worked in both the USA and the UK. He has spent the last 17 years in the venture capital industry and is managing director
of Yorkshire Fund Managers Limited. He has been responsible for a wide range of venture capital deals in a variety of
industries including hi-tech, software, computer maintenance, engineering, printing, safety equipment, design and textiles.
He is a director of British Smaller Technology Companies VCT plc and British Smaller Technology Companies VCT 2 plc.

Richard Last (44), qualified as a chartered accountant with Coopers & Lybrand and was, until its recent take over by the
Skandia Group, chief executive of Lynx Group plc, a computer software, systems and services group.  Subsequently, he led
the management buy-out of the IT business of the Lynx Group.  He is a non-executive director of British Smaller Technology
Companies VCT plc and British Smaller Technology Companies VCT 2 plc.

Clive William Leach CBE (67), has worked in the UK television and advertising industry for 30 years. He is former
chairman and chief executive of Yorkshire Tyne-Tees Television plc. He is currently chairman of Yorkshire Enterprise Limited,
Yorkshire Fund Managers Limited and Gabriel Communications Limited.  He is also chairman of the West Yorkshire
Learning and Skills Council and the Yorkshire Cultural Consortium and deputy chairman of the Yorkshire Regional Assembly.
He is a non-executive director of Saint Martins Management Limited and Opera North Limited. 

Robert Lindemann (51), worked for the Bank of Boston then with Ernst & Young as a management consultant before
moving to Security Pacific Hoare Govett Equity Ventures, the UK unquoted equity division of the Security Pacific Group, and
was involved in all its investment activity.  Since 1991 he has been joint managing director of Equity Ventures Limited. 

Robert Martin Pettigrew (57), a founding director of The Generics Group of companies, has extensive experience in the
commercial exploitation of new technologies.  He has technical expertise in opto-electronics and fibre optics, optical
component and system design, and lasers and laser applications.  He is a non-executive director of British Smaller
Technology Companies VCT plc and British Smaller Technology Companies VCT 2 plc, and a non-executive director of
Voxar Limited, an investee of the Company. He is a director of Gentech Investment Management Limited, The Generics
Group's vehicle for the commercial exploitation of intellectual property, and a director of Generics Asset Management
Limited, which acts as technology adviser to certain funds under the management of Yorkshire Fund Managers Limited. 

John Junior Seed (63), worked in the electricity industry for nearly 40 years.  As deputy chairman, he steered South
Western Electricity through privatisation and was appointed chief executive of that company in 1992. He resigned following
the sale of South Western Electricity to Southern Investments UK Plc the wholly owned subsidiary of The Southern
Company USA.  He was until recently chairman of Warren Associates Limited.  He is a non-executive director of United
Utilities plc, Waste Power Limited and Frazer-Nash Consultancy Limited.

Secretary and Registered Office
James Ernest Peter Gervasio LL.B.
Saint Martins House
210-212 Chapeltown Road
Leeds
LS7  4HZ

Registered No: 3134749
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The directors present their report and audited accounts of British Smaller Companies VCT plc ("the Company") for the year
ended 31 March 2002.

Principal Activity and Business Review

The Company is an investment company as defined in Section 266 of the Companies Act 1985.  The Company operates as
a venture capital trust and has been approved by the Inland Revenue as an authorised venture capital trust under Section
842AA of the Income and Corporation Taxes Act 1988.  The directors expect that the Company will continue with this activity
for the foreseeable future.

The revenue account for the year is set out on page 26.

A review of the Company’s operations is given in the Chairman’s statement on pages 2 to 3 and the Investment Adviser’s
Review on pages 4 to 16. In the context of the economic factors and market conditions prevailing during the year, the
directors consider the result for the year and the financial position at the end of the year to be satisfactory.

Results and Dividends

The revenue return for the year after taxation amounted to £323,000 (2001: £376,000).

The directors recommend the payment of a final dividend of 0.9p per share. A resolution to this effect will be proposed at the
Annual General Meeting to be held on 22 July 2002.

The net asset value per Ordinary share at 31 March 2002 was 68.0p (2001: 82.9p).  The transfer to reserves is given in
note 15.

Share Capital and Purchase of Own Shares

On 19 June 2001 the Company purchased for cancellation under existing authority granted by the Shareholders 45,000
Ordinary shares of 10p each in the market, representing 0.3% of the called-up share capital at that date, at a price of 63p
per share. 

On 21 February 2002 the Company purchased for cancellation under existing authority granted by the Shareholders 25,000
Ordinary shares of 10p each in the market, representing 0.2% of the called-up share capital at that date, at a price of 50p
per share. 

Substantial Shareholding 

Yorkshire Enterprise Limited, the ultimate holding company of Yorkshire Fund Managers Limited which acts as the
Investment Adviser and performs administrative and secretarial services to the Company, held 3.4% of the issued share
capital at 12 June 2002. The directors are not aware of any other substantial shareholdings representing 3% or more of the
Company's issued share capital at the date of this report. 

Creditor Payment Policy

The Company's payment policy is to agree terms of payment before business is transacted and to settle accounts in
accordance with those terms.  (Further details are given in note 12).

For the Year Ended 31 March 2002
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Directors and their Interests

The directors of the Company at 31 March 2002 and their beneficial interests in the share capital of the Company (including
those of immediate family members) were as follows:

Number of Number of
Ordinary shares at Ordinary shares at

31 March 2002 31 March 2001

Sir Andrew Hugh Smith 30,000 30,000
C J Brown 15,000 15,000
P S Cammerman 15,000 15,000
R Last 15,000 15,000
C W Leach CBE 145,000 145,000
R Lindemann 15,000 15,000
R M Pettigrew - -
J J Seed 15,000 15,000

None of the directors have subscribed for further shares since the year-end.

None of the directors held any option to acquire additional shares at any time during the year.

C J Brown, R Last and C W Leach retire from the Board by rotation in accordance with the Articles of Association and, being
eligible, offer themselves for re-election at the forthcoming Annual General Meeting.

Brief biographical notes on the directors are given on page 18. No director has a contract of service with the Company that
entitles him to any benefit other than the remuneration disclosed in note 4, and, save as described under "Administration"
below, no contract subsisted during or at the end of the year in which any director was materially interested and which was
significant in relation to the Company's business.

The Company has no employees.

Administration 

Yorkshire Fund Managers Limited, of which Mr Cammerman and Mr Leach are directors with no beneficial shareholding
interest, has acted as Investment Adviser and performed administrative and secretarial duties for the Company since 28
February 1996. The principal terms of the agreement are set out in note 3 to the financial statements.  Yorkshire Fund
Managers Limited is authorised by the FSA.

Mr Pettigrew is a director of The Generics Group AG which acts as Technology Adviser to Yorkshire Fund Managers Limited
pursuant to an agreement dated 25 January 1999.

Under the Subscription Rights Agreement dated 28 February 1996 Yorkshire Fund Managers Limited has a performance-
related incentive, structured so as to entitle it to an amount (satisfied by the issue of Ordinary shares) equivalent to 10% of
the total return to shareholders. However, such incentive will only apply in the event that the return to shareholders (after
taking account of the effect of the incentive) is at least equal to the movement in the FT-SE Actuaries All-Share Index over
the relevant period, calculated on a total return basis.  At 31 March 2002, no entitlement had accrued to Yorkshire Fund
Managers Limited under this incentive. 
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Fixed Assets

Movements on investments held as fixed assets are shown in note 8.

Annual General Meeting

Shareholders will find the Notice of the Annual General Meeting on page 44 of these financial statements. 

Independent Auditors

A resolution to reappoint PricewaterhouseCoopers will be put to the shareholders at the Annual General Meeting.

Post Balance Sheet Events

Significant events, including venture capital investments made following the year-end, are set out in note 23 to the financial
statements.

Statement of Directors' Responsibilities

Company law requires the directors to prepare financial statements for each financial period which give a true and fair view
of the state of affairs of the Company.  In preparing those financial statements, the directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

• prepare the financial statements on a going concern basis, unless it is inappropriate to presume that the
Company will continue in business.

The directors are responsible for ensuring that proper accounting records are kept which disclose with reasonable accuracy
at any time the financial position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 1985.  They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.
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Statement of Corporate Governance

The Board is committed to the principle and application of sound Corporate Governance and confirms that the Company
has taken appropriate steps, relevant to its size and operational complexity, to comply with, The Principles of Good
Governance and Code of Best Practice (the "Combined Code").  

The Board has complied throughout the year, and up to the date of this report, with Section 1 of the Combined Code except
for those provisions relating to the appointment of a recognised senior independent non-executive director and those
relating to the establishment of an independent Remuneration or Nomination Committee (see below).

The Board

The Company has a Board of eight non-executive directors, five of whom are independent of the Company’s Investment
Adviser.

There are no executive officers of the Company and the directors are remunerated as set out in note 4 to the accounts.
Given the structure of the Board and the fact that the Company’s administration is conducted by Yorkshire Fund Managers
Limited, the Company has not appointed a chief executive officer or a senior independent non-executive director.

Any new appointments to the Board will be subject to agreement by the whole Board and subsequent confirmation by
shareholders at the following Annual General Meeting.  One third of all directors are subject to re-election each year.
Biographical details of the three directors seeking re-election this year may be found at page 18.  Due to the size of the
Board and the appointment and remuneration procedures currently in place, in the directors’ opinion, there is no requirement
for an independent Remuneration or Nomination Committee.

The full Board meets at least six times per year and additionally as the need arises and has a list of matters that are
specially reserved for the Board’s attention.  

The directors have been appointed on terms which allow them to have access to the advice of the Company Secretary and
to take independent advice at the Company’s expense.

The Board confirms that procedures to implement the guidance, Internal Control: Guidance for Directors on the Combined
Code ("the Turnbull Report"), were in place up to the date of this report.

• The Board acknowledges that it is responsible for the Company's system of internal control and for reviewing its
effectiveness.  Such a system is designed to manage rather than eliminate the risk of failure to achieve business
objectives and can only provide reasonable and not absolute assurance against material misstatement or loss.

• The Board arranges its meeting agenda so that risk management and internal control is considered on a regular
basis and a full risk and control assessment takes place no less frequently than annually.

• There is an on-going process for identifying, evaluating and managing the significant risks faced by the
Company. This process has been in place for longer than the year under review and up to the date of approval of
the Report and Accounts.

• The process is formally reviewed bi-annually by the Board.  However, due to the size and nature of the Company
the Board has concluded that it is not necessary at this stage to set up an internal audit function. This decision
will be kept under review.

The Directors are satisfied that the systems of risk management that are in place are sufficient to comply with the terms of
the Turnbull Report.
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Internal Control

The Board receives operational and financial reports on the current state of the business and on appropriate strategic,
financial, operational and compliance issues.  These matters include, but are not limited to:

• a clearly defined investment strategy for Yorkshire Fund Managers Limited, the Investment Adviser to the
Company.  All decisions concerning the acquisition or disposal of investments are taken by the Board after due
consideration of the recommendations made by the Investment Adviser.

• regular review of the Company’s investments, liquid assets and liabilities, and revenue and expenditure.

• regular review of compliance with the venture capital trust regulations to retain status.

• the Audit Committee reviews the internal control procedures adopted by the Investment Adviser and the Board
approves annual budgets prepared by the Investment Adviser.

• the Board receives copies of the management accounts on a regular basis showing comparisons with budget.
These include a report by the Investment Adviser with a review of performance.  Additional information is supplied
on request. 

An Audit Committee was established on 2 May 1997 with written terms of reference.  The members of the Committee are
independent of the Investment Adviser and are Sir Andrew Hugh Smith, C J Brown, R Last, R Pettigrew and J J Seed. The
Committee meets at least twice during the year with a representative from the auditors being present each time.  This
Committee deals with matters relating to audit, financial reporting and internal control systems. The directors acknowledge
their responsibility for the Company’s systems of internal control and have reviewed the effectiveness of those systems for
the year to the date of this report.  The directors are of the opinion that the Company’s systems of internal financial and
other controls are appropriate to the nature of its business activities and methods of operation given the size of the
Company.  Internal control systems are designed to meet the particular risks to which the Company is exposed and, by their
nature, can provide reasonable, but not absolute, assurance against material misstatement or loss.  

Going Concern

After due consideration, the directors believe that it is appropriate to continue to apply the going concern basis in preparing
the financial statements.
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Relations with Shareholders

This year’s AGM will be held on 22 July 2002.  The Notice of Meeting is circulated not less than 20 working days before the
AGM in compliance with the recommendation contained in the Combined Code.

The Board will be present at the AGM and shareholders will be given the opportunity to ask questions.  Separate resolutions
are proposed for each separate issue.  Proxy votes will be counted and the results will be made available at the AGM.

Investment policy

The investment policy of the company is to create a portfolio that blends a mix of companies operating in traditional
industries with those that offer opportunities in the development and application of innovation. 

The Investment Adviser, Yorkshire Fund Managers Limited, is responsible for the sourcing and screening of initial enquiries,
carrying out suitable due diligence investigations and making submissions to the Board regarding potential investments.
Once approved, further due diligence is carried out as necessary and Inland Revenue clearance is obtained for approval as
a qualifying VCT investment.

The Board regularly monitors the performance of the portfolio and the investment targets set by the relevant VCT legislation.
Reports are received from Yorkshire Fund Managers Limited as to the trading and financial position of each investee
company and members of the investment team regularly attend Board meetings. Monitoring reports are also received at
each Board meeting on compliance with VCT investment targets so that the Board can ensure that the status of the
Company is maintained and take corrective action where appropriate.

Prior to the investment of funds in suitable qualifying companies, the liquid assets of the Company are invested in a portfolio
of Government stocks or other similar fixed interest securities. Reporting to Yorkshire Fund Managers Limited, the portfolio
is managed by Carr Sheppards Crosthwaite Limited on a discretionary basis. The Board receives regular reports on the
make-up and market valuation of this portfolio. Government stocks are classified as current assets due to their use as
temporary holdings whilst venture capital opportunities arise.

Financial Assets

Investments made in suitable qualifying holdings predominantly comprise Ordinary shares with, in some instances, either
fixed rate coupon preference shares, cumulative unsecured loan stocks or debenture loans.  Each fixed asset investment is
valued in accordance with the British Venture Capital Association guidelines, a summary of which is set out on page 17 of
this report. Investments in fixed interest Government securities are valued at their current cost which equates to market
value as at the balance sheet date. To this end, the directors consider that the carrying value of the portfolio at 31 March
2002 and 2001 equated to its fair value.

The Company invests in financial assets to comply with the VCT legislation and provide capital growth for shareholders that
can eventually be distributed by way of dividends. Unquoted venture capital investments normally take a number of years to
mature and are, by nature, illiquid. Therefore, realised capital gains on these investments are a medium-to-long term aim.
Due to the structure of certain investments, preference share redemptions and loan stock repayments may become due
during the term of the investment. These are usually at fixed dates, although in some instances the investee company has
the option of repaying earlier. In some instances the redemption carries a premium repayment. 

The Board has set aside an amount of up to 20% of funds available for investment to be invested in AIM quoted companies
that meet the Company's investment criteria. Where appropriate, the Board will invest relatively small amounts in new share
issues of AIM quoted companies for small minority holdings. Due to the existence of a quoted share price, opportunities to
realise these investments will occur on a more frequent basis than for unquoted investments. When making investments in
AIM quoted companies it is the Board's intention to hold that investment for the medium-term to achieve capital growth for
the shareholders. However, the Board regularly reviews these investments so that opportunities for realisation can be acted
upon at the most appropriate time. 

Investments in Government stocks are held solely for the purpose of liquidity whilst waiting for suitable qualifying investment
opportunities to arise. Therefore, trading in these stocks is determined mainly by the demand for venture capital funds.

Details of financial assets held at 31 March 2002 can be found in the Investment Adviser’s Report and notes 9 and 10 to
these Financial Statements.

By order of the Board

J E P Gervasio
Company Secretary
14 June 2002
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We have audited the financial statements which comprise the statement of total return, the balance sheet, the cash flow
statement and related notes 1 to 23. 

Respective Responsibilities of Directors and Auditors

The directors’ responsibilities for preparing the annual report and the financial statements in accordance with applicable
United Kingdom law and accounting standards are set out in the statement of directors’ responsibilities. 

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements, United
Kingdom Auditing Standards issued by the Auditing Practices Board and the Listing Rules of The Financial Services
Authority.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985. We also report to you if, in our opinion, the directors' report is not consistent with
the financial statements, if the company has not kept proper accounting records, if we have not received all the information
and explanations we require for our audit, or if information specified by law or the Listing Rules regarding directors'
remuneration and transactions is not disclosed.

We read the other information contained in the annual report and consider the implications for our report if we become
aware of any apparent misstatements or material inconsistencies with the financial statements. The other information
comprises only the chairman’s statement, the investment adviser's review and the directors’ report. 

We review whether the corporate governance statement reflects the company's compliance with the seven provisions of the
Combined Code specified for our review by the Listing Rules, and we report if it does not. We are not required to consider
whether the board's statements on internal control cover all risks and controls, or to form an opinion on the effectiveness of
the company's corporate governance procedures or its risk and control procedures.

Basis of Audit Opinion

We conducted our audit in accordance with auditing standards issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company's circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of the Company's affairs at 31 March 2002 and
of its total return and cash flows for the year then ended and have been properly prepared in accordance with the
Companies Act 1985.

PricewaterhouseCoopers
Chartered Accountants and
Registered Auditors
Leeds
14 June 2002
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Year ended Year ended 
31 March 2002 31 March 2001

Notes Revenue Capital Total Revenue Capital Total
£000 £000 £000 £000 £000 £000

Net losses on investments 8 - ( 2,164) (2,164) - (868) (868)
Income 2 667 -  667 730 -  730
Investment advisory fee 3 (77) (231) (308) (81) (243) (324)
Other expenses 3 (244) - (244) (225) - (225)

Net return on ordinary activities before taxation 346 (2,395) (2,049) 424 (1,111) (687)

Tax on ordinary activities 5 (23) 23 - (48) 42 (6)

Net return on ordinary activities after taxation 323 (2,372) (2,049) 376 (1,069) (693)

Dividends in respect of equity shares 6 (315) - (315) (363) - (363)

Transfer to (from) reserves 8 (2,372) (2,364) 13 (1,069) (1,056)

Return per Ordinary share
Basic and fully diluted 7 2.05p (15.07)p (13.02)p 2.38p (6.76)p (4.38)p

Notes

The revenue column of this statement is the profit and loss account of the Company.

All activity has arisen from continuing operations.

There is no difference between the net revenue return on ordinary activities before taxation and the transfer to revenue
reserves for the financial year and their historic cost equivalents.

The accompanying notes are an integral part of these financial statements.

for the year ended 31 March 2002

STATEMENT OF TOTAL RETURN (INCORPORATING THE REVENUE ACCOUNT)
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Notes 2002 2001
£000 £000

Fixed Assets

Investment portfolio 8a 8,612 9,605

Current Assets

Investments 8b 1,921 2,698
Debtors 11 68 353
Cash 275 665

2,264 3,716
Creditors: amounts payable within one
year 12 (195) (235)

Net Current Assets 2,069 3,481
--------

Total Net Assets 10,681 13,086

Capital and Reserves

Called-up share capital 14 1,571 1,578
Capital redemption reserve 15 16 9
Capital reserve 15 (4,659) (2,287)
Special reserve 15 13,728 13,769
Revenue reserve 15 25 17

Equity shareholders’ funds 16 10,681 13,086

Net asset value per Ordinary share 17 68.0p 82.9p

Signed on behalf of the Board

Sir Andrew Hugh Smith
Director
14 June 2002

The accompanying notes are an integral part of these financial statements.

at 31 March 2002
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Notes Year ended Year ended
31 March 2002 31 March 2001

£000 £000

Net cash inflow from operating activities 18 206 362

Taxation
Tax repayments received 186 70

Investing activities
Purchase of investments (2,327) (3,237)
Proceeds from disposal of investments 1,188 1,147

Net cash outflow from investing activities (1,139) (2,090)

Equity dividends to shareholders (346) (442)

Net cash outflow before management of liquid 
resources and financing (1,093) (2,100)

Management of liquid resources
Purchase of fixed interest government stocks (437) -
Proceeds from the sale of fixed interest government stocks 1,182 2,790

Net cash inflow from management of liquid resources 20 745 2,790

Financing
Purchase of own shares (42) (46)

Net cash outflow from financing (42) (46)

(Decrease) increase in cash 20 (390) 644

The accompanying notes are an integral part of these financial statements.

for the year ended 31 March 2002
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1. Principal Accounting Policies
The Company has adopted the new Financial Reporting Standard number 18 (FRS 18) and Financial Reporting Standard
number 19 (FRS 19) in its accounts for the year ended 31 March 2002.  Adoption of FRS 18 required a full review of all
the company’s accounting policies and estimation techniques (the latter being the methods by which accounting policies
be implemented). This review was conducted in accordance with FRS 18 which requires that, where a choice of
treatment is available, the "most appropriate accounting policies and estimation techniques shall be used."
Implementation of FRS 18 and FRS 19 did not result in any changes to accounting policies and estimation techniques. 

A summary of the principal accounting policies, all of which have been applied consistently throughout the year, is set out
below.

Basis of Accounting

The financial statements are prepared on a going concern basis under the historical cost convention, as modified by the
revaluation of certain investments as stated below, and in accordance with applicable United Kingdom accounting
standards, and in accordance with the provisions of the Statement of Recommended Practice, Financial Statements of
Investment Trust Companies.

Income

Dividend income on unquoted equity shares is recognised at the time when the right to the income is established.  Fixed
returns on non-equity shares are recognised on a time apportionment basis so as to reflect the effective yield, provided
there is no reasonable doubt that payment will be received in due course. All other income is recognised on an accruals
basis.

Expenses

Expenses are accounted for on an accruals basis and, except for a proportion of the investment advisory fee, are
charged through the revenue account.

The element of the investment advisory fee which does not relate to the administrative services, is allocated between
capital and revenue in accordance with the estimated long-term split of returns in the form of capital gains and income
respectively.

Tax relief is allocated to the capital reserve using an effective rate basis.

Capital Reserves

Capital Reserve – Realised

The following are accounted for in this reserve:
- gains and losses on the realisation of investments.
- expenses, together with the related taxation effect, charged to this reserve in accordance with the above policies.

Capital Reserve – Unrealised

The following are accounted for in this reserve:
- increases and decreases in the valuation of investments held at the year-end.

Investments

Investments in unquoted companies are treated as fixed assets and stated in the balance sheet at directors' valuation in
accordance with the British Venture Capital Association guidelines for the valuation of venture capital investments. In
determining this value, the directors give consideration to the period of investment, the performance of the investment
against plan, the sustainability of earnings, comparative listed companies' earnings multiples suitably discounted and any
recent transactions. (Further details can be found on page 17).

Although the Company may hold more than 20% of the equity of certain companies, the directors consider that, in view of
the current investment objectives of the Company, it would not be appropriate to treat these holdings as investments in
associated undertakings. 

Quoted investments are valued at middle market prices. Quoted venture capital investments in AIM quoted companies
are treated as fixed assets.  Quoted investments held as government securities are treated as current assets due to their
use as temporary holdings until venture capital investment opportunities arise and are held at current cost which equates
to market value as at the balance sheet date.  Gross income derived from these securities is credited to the revenue
account whereas any changes in market value are debited or credited directly to capital reserve.

for the year ended 31 March 2002
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1. Principal Accounting Policies (continued)

Taxation

Corporation tax payable is provided on taxable profit at the current rate.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date where transactions or events that result in an obligation to pay more tax in the future or a right to pay less
tax in the future have occurred at the balance sheet date. Timing differences are between the Company's taxable
profits and its results as stated in the financial statements.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantially enacted at
the balance sheet date. Deferred tax is measured on a non-discounted basis. 

2. Gross Income
2002 2001
£000 £000

Income from investments: 
-Dividends from unquoted companies 204 149
-Dividends from AIM quoted companies 28 38
-Interest on loans to unquoted companies 287 186
-Fixed interest government securities 133 309

Interest on deposits 15 48

667 730

3. Administrative Expenses
2002 2001
£000 £000

Investment advisory fee (including irrecoverable VAT) 308 324
Administration fee 40 39
Directors' remuneration 75 68
Auditors' remuneration:

-audit fees 11 9
-other 9 12

General expenses 109 97

552 549
Allocated to Capital reserve:
Investment advisory fee (231) (243)

321 306

Yorkshire Fund Managers Limited provides investment advisory services to the Company under an agreement dated 28
February 1996. The agreement may be terminated by not less than 12 months' notice given by either party at any time.

Yorkshire Fund Managers Limited receives an investment advisory fee, payable quarterly in advance, at the rate of 2%
of gross assets less current liabilities, calculated at half-yearly intervals as at 31 March and 30 September, of which
25% is charged to revenue account and 75% to capital reserves. 

Under this same agreement Yorkshire Fund Managers Limited also provides administrative and secretarial services to
the Company for a fee based on £35,000 per annum plus annual adjustments to reflect movements in the Retail Prices
Index.  This fee is charged 100% to revenue account.  

The total remuneration payable to Yorkshire Fund Managers Limited in the year (excluding VAT) was £301,000 (2001:
£315,000).

British Smaller Companies VCT plc
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4. Directors' Remuneration

Total directors' remuneration for the year amounted to £75,000  (2001: £68,000) of which £55,000 (2001: £51,000)
was paid to five individuals for services as directors and £20,000 (2001: £17,000) was paid to third parties in respect
of directors' services.

The total fees paid in respect of individual directors were as follows:
2002 2001

£ £

Sir Andrew Hugh Smith 15,000 15,000
C J Brown 10,000 10,000
P S Cammerman - -
R Last 10,000 10,000
C W Leach 10,000 10,000
R Lindemann 10,000 10,000
R M Pettigrew 10,000 3,000
J J Seed 10,000 10,000

No other emoluments or pension contributions were paid to or on behalf of any director during the year. There are no
directors who are remunerated as executive directors. Mr Cammerman, who is the Managing Director of the
Company's Investment Adviser, receives no fees in respect of his services as a director of the Company. All fees paid
to the directors during the year have been in accordance with the statements in the Company's Listing Particulars.
No director is entitled to shares under any share option or long term incentive schemes. Since all directors are non-
executive, the other disclosures required by the Listing Rules are not applicable. 

There are no employees. 

5. Taxation Charge (Credit)
2002 2001

Revenue Capital Total Revenue Capital Total
£000 £000 £000 £000 £000 £000

Corporation tax at 20% (2001: 20%) 23 (23) - 48 (48) -
Under provision in prior years - - - - 6 6

23 (23) - 48 (42) 6

Profit on ordinary activities multiplied
by standard small company rate of
corporation tax in the UK of 
20% (2001: 20%) 69 (479) (410) 85 (222) (137)
Effect of:
Non taxable losses on investments (i) - 433 433 - 174 174
Expenses not deductible for tax purposes - - - - - -
UK dividends (i) (46) - (46) (37) - (37)
Movement in excess management 
expenses (ii) - 23 23 - - -
Adjustment to tax charge in respect 
of prior periods - - - - 6 6

Current tax charge/(credit) for period 23 (23) - 48 (42) 6

(i) Venture capital trusts are not subject to corporation tax on these items.
(ii) The company has no deferred tax liability.
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6. Dividends

2002 2001
£000 £000

Interim paid -  1.10p per share (2001: 1.20p) 173 189
Final proposal -  0.90p per share (2001: 1.10p) 142 174

315 363

7. Revenue Return per Ordinary Share

The basic revenue return per Ordinary share is based on net revenue return from ordinary activities after tax of
£323,000 (2001: £376,000) and 15,740,441 (2001: 15,798,161) shares being the weighted average number of
shares in issue during the year.

The Company has no securities that would have a dilutive effect in the year to 31 March 2002 and hence basic and
fully diluted return per share are the same.

8. Investment Portfolio

a) Fixed assets

The movement in the year on venture capital investments was as follows: 2002
£000

Valuation at beginning of year 9,605
Additions at cost 2,327
Disposal proceeds (1,188)
Realised loss (net) (68)
Unrealised loss (net) (2,064)

Valuation at 31 March 2002 8,612

b) Current assets
The movement in the year on UK Government stocks was as follows: 2002

£000
Valuation at beginning of year 2,698
Additions at cost 437
Disposal proceeds (1,182)
Realised loss (net) (8)
Unrealised loss (net) (24)

Valuation at 31 March 2002 1,921

UK Government stocks held at 31 March 2002 are classified as current assets due to their use as temporary
holdings until venture capital investment opportunities arise.



NOTES TO THE FINANCIAL STATEMENTS

33 British Smaller Companies VCT plc

9. Investments

The cost and carrying value of investments held at 31 March 2002, all of which are registered in England and Wales
except where noted, are detailed as follows:

2002 2001
Cost Valuation Cost Valuation
£000 £000 % £000 £000 %

Venture capital investments

Freshroast Coffee Co. Limited
Ordinary shares 5 57 5 57
Debenture loan (4% over bank base rate) 75 75 75 75

80 132 1.2 80 132 1.0

RMF Engineering Limited
Ordinary shares 90 140 90 140
11% Cumulative Redeemable Preference shares - - 70 84

90 140 1.3 160 224 1.7

Morgan Machine Knife Limited 
(In Administrative Receivership)
Ordinary shares 90 - 90 -
10% Cumulative Redeemable Preference shares 228 - 228 -

318 - - 318 - -

GB International Limited 
"B" Ordinary shares - - 133 379
Debenture loan (5% over bank base rate 
subject to a minimum of 11%) - - 134 134

- - - 267 513 3.9

Ray Engineering Company Limited
Ordinary shares 82 - 82 -
10.5% Cumulative Redeemable Preference shares 453 401 453 401

535 401 3.8 535 401 3.1

International Resources Group Limited
Ordinary shares 47 600 5.6 47 600 4.6

CCCoutdoors Limited
Ordinary shares 155 155 100 100
11.5% Cumulative Redeemable Preference shares 200 200 200 200
11.5%  Debenture loan 200 200 200 200

555 555 5.2 500 500 3.8



34British Smaller Companies VCT plc

NOTES TO THE FINANCIAL STATEMENTS

9. Investments (continued)
2002 2001

Cost Valuation Cost Valuation
£000 £000 % £000 £000 %

TIB plc
Ordinary shares 120 - 120 576
9% Cumulative Redeemable Preference shares 350 - 350 350
12%  Debenture loan 137 137 137 137

607 137 1.3 607 1,063 8.1

Denison Mayes Group Limited
Ordinary shares - - 125 -
15% Cumulative Redeemable Preference shares - - 275 -
15%  Debenture loan 100 - 300 -

100 - - 700 - -

Eagle Marketing Limited 
(In Administrative Receivership)
Ordinary shares 200 - 200 -
10% Cumulative Redeemable Preference shares 800 - 800 -

1,000 - - 1,000 - -

Images at Work Limited
Ordinary shares 205 51 205 51
10.5% Cumulative Redeemable Preference shares 410 410 410 410

615 461 4.3 615 461 3.6

First Stop Stationery Limited
(In Receivership) 
Ordinary shares 250 - 250 -
5% Cumulative Redeemable Preference shares 1,000 - 1,250 -

1,250 - - 1,250 - -

T&D Packaging Limited
Ordinary shares 250 250 250 332
Debenture loan (3% over bank base rate 
subject to a minimum of 8%) 500 500 500 500

750 750 7.0 750 832 6.4

Sheet Piling Limited
Ordinary shares 110 110 110 110
9% Cumulative Redeemable Preference shares 195 195 195 195
12%  Debenture loan 195 195 195 195

500 500 4.7 500 500 3.8

Baynflax Limited
Ordinary shares 100 - 100 100
12%  Debenture loan 400 - 400 400

500 - - 500 500 3.8
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9. Investments (continued)

2002 2001
Cost Valuation Cost Valuation
£000 £000 % £000 £000 %

JDA Limited 
Ordinary shares 30 30 30 30
10% Cumulative Redeemable Preference shares 170 170 170 170
12%  Debenture loan 100 100 100 100

300 300 2.8 300 300 2.3

Voxar Limited 
(Registered in Scotland)
'B' Ordinary shares 250 250 250 250
Convertible Unsecured Loan Stock 13 13 - -

263 263 2.5 250 250 1.9

Imerge Limited
Ordinary shares 250 250 250 250
Convertible Unsecured Loan Stock 57 57 - -

307 307 2.9 250 250 1.9

Primal Pictures Limited 
Ordinary shares 400 400 400 400
10% Cumulative Redeemable Preference shares 100 100 100 100

500 500 4.7 500 500 3.8

Weston Antennas Limited
'A' Ordinary shares 300 - - -
9% Cumulative Redeemable Preference shares 200 - - -

500 - - - - -

Cozart Bioscience Limited
Ordinary shares 500 500 4.7 - - -

Tamesis Limited
Ordinary shares 350 175 1.6 - - -

Total excluding AIM quoted investments 9,667 5,721 53.6 9,129 7,026 53.7
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9. Investments (continued)
2002 2001

Cost Valuation Cost Valuation
£000 £000 % £000 £000 %

Ordinary shares held in AIM quoted companies 

CRC plc 149 256 2.4 243 329 2.5
Bond International Software plc 53 56 0.5 53 64 0.5
SBS Group plc 100 4 - 100 20 0.1
Honeycombe Leisure plc 253 313 2.9 253 334 2.5
Connaught plc 162 357 3.3 230 457 3.5
Landround plc 283 223 2.1 282 442 3.4
Oasis Healthcare plc 392 657 6.2 250 321 2.5
Warthog plc 365 288 2.7 185 146 1.1
First Artist Corporation plc 300 408 3.8 250 466 3.6
Tikit plc 225 224 2.1 - - -
Spring Grove Property Maintenance plc 100 105 1.0 - - -

Total AIM quoted investments 2,382 2,891 27.0 1,846 2,579 19.7

Total venture capital investments portfolio 12,049 8,612 80.6 10,975 9,605 73.4

Government stocks

7% Treasury stock 2001 - - - 423 420 3.2
7% Treasury stock 2002 1,130 1,106 10.4 1,578 1,571 12.0
3.5% Funding stock 1999/04 355 354 3.3 238 240 1.8
6.5% Treasury stock 2003 456 461 4.3 456 467 3.6

Total investment in government stocks 1,941 1,921 18.0 2,695 2,698 20.6

Total financial asset investments 13,990 10,533 98.6 13,670 12,303 94.0

Cash 275 2.6 665 5.1
Other net current (liabilities) assets (127) (1.2) 118 0.9

Shareholders’ funds 10,681 100.0 13,086 100.0
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9. Investments (continued)

a) Significant Interests
At 31 March 2002 the Company held a significant holding of at least 20% of the issued Ordinary share capital, either
individually or alongside commonly managed funds, in the following companies, all of which are registered in
England and Wales:

Percentage of 
Percentage of class held

Description of class held by by commonly 
Company and principal activity shares held the Company managed funds

Freshroast Coffee Co. Limited 5,271 Ordinary 13% 13%
(processes, packages and markets coffee, tea
and related vending ingredients)

RMF Engineering Limited 40,000 Ordinary 25% - 
(design and fabrication from specialist metals) 70,000 'B' Preference 100% - 

Ray Engineering Company Limited 82,000 Ordinary 37% -
(design and manufacture of knobs and handles) 453,000 Preference 100% -

CCCoutdoors Limited 25,000Ordinary 23% -
(retailer of outdoor clothing and accessories) 200,000Preference 100% -

Images at Work Limited 75,000 Ordinary 33% -
(supplies and manages corporate clothing contracts) 410,000 Preference 100% -

Sheet Piling (UK) Limited 32,659 Ordinary 36% -
(specialist civil engineering service) 195,000 Preference 100% -

Baynflax Limited 3,375 Ordinary 25% -
(manufacture specialist food processing machinery)

Primal Pictures 430,320 Ordinary 4% 17%
(production of anatomical CD ROMs) 300,000 Preference 13% 26%

Commonly managed funds refer to those funds also under the management of Yorkshire Fund Managers Limited, the
investment adviser to the Company, both on a discretionary and a non-discretionary basis.

Yorkshire Fund Managers Limited acts as Investment Adviser to certain other funds under management namely
British Smaller Technology Companies VCT plc, British Smaller Technology Companies VCT 2 plc, Baring English
Growth Fund (North) Limited Partnership and the Yorkshire Fund Limited Partnership, which have also invested in
some of the companies within the current portfolio of this Company.  Details of these investments are summarised
below. The amounts shown below are the investments made at cost as at 31 March 2002. 

British British Baring
Smaller Smaller English 

Technology Technology Growth The
Companies Companies Fund Yorkshire

VCT plc VCT 2 plc (North) LP Fund LP Total
£000 £000 £000 £000 £000

Freshroast Coffee Co. Limited - - - 80 80
Voxar Limited 745 - - - 745
Imerge Limited 613 - - - 613
Primal Pictures Limited 1,000 - - - 1,000
Weston Antennas Limited 500 - - - 500
Cozart Bioscience Limited 500 - - - 500
Tamesis Limited 350 150 325 - 825
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10. Financial Instruments
The Company has no derivative financial instruments and has no financial asset or liability for which hedge
accounting has been used.  All financial assets are held in Sterling, hence there is no foreign currency exchange rate
exposure.  The fixed asset investments are valued in accordance with the British Venture Capital Association
guidelines and, therefore, the directors consider all assets to be carried at fair value.

Investments are made in a combination of equity and fixed rate financial instruments so as to comply with venture
capital trust legislation and provide potential high future capital growth. 

Surplus funds are held in fixed rate government stocks until suitable qualifying investment opportunities arise.

At 31 March 2002 and 31 March 2001, the financial assets, by value, excluding short term-trade debtors and
creditors as permitted by FRS 13, comprised:

2002 2001
£000 % £000 %

Qualifying venture capital investments
Ordinary shares 5,859 54.2 5,954 45.9
Fixed interest preference shares 1,476 13.7 1,910 14.7
Debenture loan stock 1,277 11.8 1,741 13.4

8,612 79.7 9,605 74.0

Fixed interest government stocks 1,921 17.8 2,698 20.8
Cash 275 2.5 665 5.2

10,808 100.0 12,968 100.0

At 31 March 2002 and 31 March 2001, the financial assets, by value, excluding (as permitted by FRS 13) short-term
trade debtors, and the analysis by interest rate risk, comprised:

2002 2001
£000 % £000 %

Qualifying venture capital investments
Fixed interest investment assets 2,178 20.2 2,942 27.7
Floating rate investment assets 575 5.3 709 5.5
Ordinary shares 5,859 54.2 5,954 45.8

8,612 79.7 9,605 74.0

Fixed interest government stocks 1,921 17.8 2,698 20.8
Cash on floating rate deposit 275 2.5 665 5.2

10,808 100.0 12,968 100.0

The weighted average interest rate on fixed rate financial assets in venture capital investments held at 31 March
2002 was 9.7% (2001: 10.4%). The weighted average period for which these rates applied was 3 years, 1 month
(2001: 2 years, 9 months). For all financial assets, including investments in government stocks, the weighted average
interest rate on fixed rate assets was 8.1% (2001: 8.5%) with a weighted average period of 2 years, 6 months (2001:
2 years, 1 month). Ordinary share investments are excluded from the weighted average interest rate risk analysis as,
they neither pay interest nor have a maturity date.

The Company invests in financial assets to comply with the venture capital trust legislation and provide capital growth
for shareholders that can eventually be distributed by way of dividends. Unquoted venture capital investments
normally take a number of years to mature and are, by nature, illiquid. Therefore, realised capital gains on these
investments are a medium-to-long term aim. 
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10. Financial Instruments (continued)
Due to the structure of certain investments, preference share redemptions and loan stock repayments may become
due during the term of the investment. These are usually at fixed dates, although in some instances the investee
company has the option of repaying earlier. In some instances the redemption carries a premium repayment. 

Investments in government stocks are held solely for the purpose of liquidity whilst waiting for suitable qualifying
investment opportunities to arise. Therefore, trading in these stocks is determined mainly by the demand for venture
capital funds.

The Company has a borrowing facility with The Royal Bank of Scotland plc of £3.75m under an agreement dated 11
February 1998. This facility is available for the Company to utilise in making venture capital investments once
shareholders’ funds have been fully invested. At 31 March 2002 there were no borrowings under this facility
(2001:£nil).

The loan facility is denominated in Sterling. Interest payable on the loan, when drawn, is linked to LIBOR rates. For
the period that the loan remains undrawn, a commitment fee of 0.5% per annum is payable by the Company;
thereafter, the charge is 0.25% per annum. Any borrowings made under this facility are repayable no later than 11
February 2008.

Market price risk arises from uncertainty about the future prices of financial instruments held in accordance with the
Company's investment objectives. It represents the potential loss that the Company might suffer through holding
market positions in the face of market movements. The investments in equity and fixed interest stocks of unquoted
and AIM quoted companies the Company holds are thinly traded, and as such, the prices are more volatile than
those of more widely traded securities. In addition, the ability of the Company to realise the investments at their
carrying value may at times not be possible if there are no willing purchasers. The ability of the Company to
purchase or sell investments is also constrained by the requirements set down for venture capital trusts. 

11. Debtors
2002 2001
£000 £000

Amounts receivable within one year:
Prepayments and accrued income 68 167
Tax recoverable - 186

68 353

12. Creditors
2002 2001
£000 £000 

Amounts payable within one year:
Accrued expenses 50 61
Other creditors 3 -
Proposed dividend 142 174

195 235

The average number of creditor payment days during the year was 28 (2001: 30).

13. Deferred Tax
There are no amounts provided or unprovided in respect of deferred tax (2001: £nil).
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14. Called-up Share Capital
2002 2001

Allotted, Allotted,
Called-up and Called-up and

Authorised Fully paid Authorised Fully paid
£000 £000 £000 £000

Ordinary shares of 10p
Authorised: 18,000,000 (2001: 18,000,000)
Issued: 15,707,838 (2001: 15,777,838) 1,800 1,571 1,800 1,578

The movement in the year was as follows:
Date Share Capital 

£000

As at 1 April  2001 1,578

Purchases
45,000 at 63p June 2001 (5)
25,000 at 50p Feb 2002 (2)

As at 31 March 2002 1,571

15. Reserves
The movement in the year was as follows:

Capital Capital Capital
Redemption Reserve Reserve Special Revenue

Reserve Realised Unrealised Reserve Reserve
£000 £000 £000 £000 £000

Beginning of the year 9 (918) (1,369) 13,769 17
Valuation of fixed asset investments    - - (2,405) - -
Realisation of fixed asset investments - (68) 341 - -
Valuation of current asset investments - - (28) - -
Realisation of current asset investments - (8) 4 - -
Capital expenses - (208) - - -
Purchase of own shares 7 - - (41) -
Retained revenue for the year - - - - 8

As at 31 March 2002 16 (1,202) (3,457) 13,728 25

16. Reconciliation of Movements in Shareholders' Funds
2002 2001
£000 £000

Beginning of the year 13,086 14,188
Total return after tax (2,049) (693)
Purchase of own shares (41) (46)
Dividends paid and payable (315) (363)

As at 31 March 10,681 13,086

17. Net Asset Value per Ordinary Share

The net asset value per Ordinary share is calculated on attributable assets of £10,681,000 (2001: £13,086,000) and
15,707,838 (2001: 15,777,838) shares in issue at the year-end.
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18. Reconciliation of Net Revenue Return on Ordinary Activities before Taxation
to Net Cash Inflow  from Operating Activities

2002 2001
£000 £000

Net revenue return on ordinary activities before taxation 346 424
Decrease in prepayments and accrued income 99 216
Decrease in accruals (8) -
Investment advisory fees charged to capital reserve (231) (243)
Tax deducted at source on investment income - (35)

Net cash inflow from operating activities 206 362

19. Reconciliation of Net Cash Flow to Movement in Net Funds

2002 2001
£000 £000

(Decrease) increase in cash in the year (390) 644
Cash inflow from decrease in liquid resources (745) (2,790)

Changes in net funds resulting from cash flows (1,135) (2,146)

Other non-cash items:
Movement in value of current asset quoted investments (32) 16
Net funds at beginning of year 3,363 5,493

Net funds at 31 March 2,196 3,363 

20. Analysis of Net Funds

31 March Cash Other non 31 March
2001 flow cash changes 2002
£000 £000 £000 £000

Cash 665 (390) - 275
Current asset investments 2,698 (745) (32) 1,921

3,363 (1,135) (32) 2,196

21. Financial Commitments

Investments totalling £385,000 (2001: £500,000) approved by the Board of Directors at 31 March 2002, have not
been reflected in these accounts.  Since the year-end further investments totalling £775,000 have been approved by
the Board.
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22. Related Party Transactions

Mr Leach and Mr Cammerman are Chairman and Managing Director respectively of Yorkshire Fund Managers
Limited, the Investment Adviser to the Company, and a wholly owned subsidiary of Yorkshire Enterprise Limited
which held 3.3% of the issued share capital of British Smaller Companies VCT plc at 31 March 2002 (2001: 3.3%).
Mr Leach and Mr Cammerman are Chairman and Investment Director respectively of Yorkshire Enterprise Limited.
Neither Mr Leach nor Mr Cammerman have any beneficial shareholding in either Yorkshire Fund Managers Limited
or Yorkshire Enterprise Limited.

During the year Yorkshire Fund Managers Limited received remuneration amounting to £301,000 (2001: £315,000) in
respect of services provided in accordance with the Investment Advisory Agreement dated 28 February 1996.  At 31
March 2002 there were no amounts owing to or from Yorkshire Fund Managers Limited (2001: Nil). 

Mr Pettigrew is a non-executive director of Voxar Limited, an investee of this Company.  Mr Pettigrew had no
involvement in the Company's decision to invest in Voxar Limited. During the year he received remuneration of
£6,000 from Voxar Limited in respect of his services. 

Mr Last is a non-executive director of Tamesis Limited. The appointment was made pursuant to an agreement
following the investment made in that company. During the year he received remuneration of £8,000 from Tamesis
Limited in respect of his services. 

Mr Seed is a non-executive director of Weston Antennas Limited. The appointment was made pursuant to an
agreement following the investment made in that company. Mr Seed does not receive any remuneration direct from
the company but receives £10,000 from Yorkshire Fund Managers Limited, the Investment Adviser to the Company,
in respect of his services to Weston Antennas Limited. 

Mr Lindemann is a non-executive director of International Resources Group Limited. The appointment was made
pursuant to an agreement following the investment made in that company. Mr Lindemann holds 0.92% equity interest
in this company. In addition, Equity Ventures Limited, a company in which Mr Lindemann has a beneficial interest,
was paid £14,000 by International Resources Group in respect of his services. 

Mr Leach is a non-executive director of JDA Limited. The appointment was made pursuant to an agreement following
the investment made in that company. Mr Leach does not receive any remuneration in respect of his services to that
company. 

Under the Subscription Rights Agreement dated 28 February 1996 Yorkshire Fund Managers Limited has a
performance-related incentive, structured so as to entitle it to an amount (satisfied by the issue of Ordinary shares)
equivalent to 10% of the total return to shareholders. However, such incentive will only apply in the event that the
return to shareholders (after taking account of the effect of the incentive) is at least equal to the movement in the 
FT-SE Actuaries All-Share Index over the period to April 2002, calculated on a total return basis.

23. Post Balance Sheet Events

On 2 April 2002 the Company purchased for cancellation under existing authority granted by the shareholders
100,000 Ordinary shares of 10p each in the market, representing 0.6% of the called-up share capital at that date, at
a price of 45p per share.

On 25 April 2002 the Company invested a further £37,000 in Imerge Limited. The investment was by way of
Convertible Unsecured Loan Stock.

On 28 May 2002 the Company disposed of 25,000 Ordinary shares in Honeycombe Leisure plc, an AIM quoted
investment, realising a gain of £2,000 on the carrying value as at 31 March 2002.

On 30 May 2002, the Company invested £325,000 in Cambridge Cognition Limited.  The investment was in Ordinary
shares for 10.3% of the equity.

On 30 May 2002 the Company disposed of further 25,000 Ordinary shares in Honeycombe Leisure plc, an AIM
quoted investment, realising a gain of £2,000 on the carrying value as at 31 March 2002.

On 6 June 2002 the Company disposed of 50,000 Ordinary shares in CRC Group plc, an AIM quoted investment,
realising a gain of £14,000 on the carrying value as at 31 March 2002.

On 7 June 2000, the Company invested £249,000 in Cardpoint plc.  The investment was in Ordinary shares for
3.13% of the equity.
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Year ended Year ended Year ended Year ended Year ended 
31 March 2002 31 March 2001 31 March 2000 31 March 1999 31 March 1998

Income £667,000 £730,000 £860,000 £1,046,000 £524,000

Net revenue return before tax £346,000 £424,000 £556,000 £748,000 £315,000

Net revenue return after tax £323,000 £376,000 £502,000 £550,000 £270,000

Revenue return per share 2.05p 2.38p 3.17p 3.50p 3.42p

Total return per share (13.02)p (4.38)p (5.79)p 2.20p 10.03p

Dividend per share 2.00p 2.30p 3.15p 3.49p 3.00p

Net assets £10,681,000 £13,086,000 £14,188,000 £15,604,000 £10,996,000

Net asset value per share 68.0p 82.9p 89.6p 98.5p 100.2p

Number of qualifying investments 32 28 19 18 12

Value of qualifying investments £8,612,000 £9,605,000 £8,399,000 £7,956,000 £4,194,000
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BRITISH SMALLER COMPANIES VCT plc

NOTICE IS HEREBY GIVEN that the ANNUAL GENERAL MEETING of the Company will be held at 23 Berkeley Square,
London, W1J 6HE, on 22 July 2002 at 12.00 noon for the following purposes:

As Ordinary Business
ORDINARY RESOLUTIONS

(1) To receive the Annual Report and accounts for the year ended 31 March 2002.

(2) To re-elect as a Director Mr C J Brown who retires by rotation.

(3) To re-elect as a Director Mr R Last who retires by rotation.

(4) To re-elect as a Director Mr C W Leach CBE who retires by rotation.

(5) To reappoint PricewaterhouseCoopers as independent auditors of the Company until the conclusion of the next Annual
General Meeting and to authorise the directors to fix their remuneration.

As Special Business
SPECIAL RESOLUTIONS

(1) THAT in substitution for any existing authorities pursuant to section 80 of the Companies Act 1985 ("the Act"):

1.1 the directors shall have unconditional authority to allot, grant options over, offer or otherwise deal with or dispose
of any relevant securities (as defined in section 80(2) of the Act) of the Company to such persons, at such time
and generally on such terms and conditions as the directors may determine.  The authority hereby conferred shall
expire on 21 July 2007, unless previously renewed, varied or revoked by the Company in general meeting and the
maximum nominal value of such relevant securities as aforesaid which may be allotted pursuant to such authority
shall be £2,390,000 being the authorised but unissued share capital of the Company at 31 May 2002;

1.2 the directors shall be entitled under the authority conferred or under the renewal thereof to make at any time prior
to the expiry of such authority any offer or agreement which would or might require relevant securities as aforesaid
to be allotted after the expiry of such authority and to allot relevant securities accordingly.

(2) THAT

2.1 the directors be and that they are hereby empowered pursuant to section 95(1) of the Act to allot equity securities
(as defined in section 94(2) of the Act) for cash pursuant to the authority conferred upon them by resolution 1.1
above as if section 89(1) of the Act did not apply to any such allotment, provided that the power conferred by this
resolution shall be limited to the allotment of Ordinary Shares of 10p each in the capital of the Company up to an
total of 1,561,000 shares (being 10 per cent of the issued Ordinary Share capital of the Company on 31 May 2002)
during the period commencing on the date of the passing of the resolution and ending on 21 July 2007 (unless
previously revoked, extended or varied by the Company in general meeting) except that the Company may, before
such expiry, make an offer or agreement which would or might require equity securities to be allotted after such
expiry and the Directors may allot equity securities in pursuance of such offer or agreement as if the power
conferred hereby had not expired.

(3) THAT the Company be generally and unconditionally authorised to make one or more market purchases (within the
meaning of Section 163(3) of the Companies Act 1985) of Ordinary shares of 10p in the capital of the Company
("Ordinary Shares") provided that:

3.1 the maximum aggregate number of Ordinary Shares authorised to be purchased is 1,561,000;

No: 3134749
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3.2 the minimum price which may be paid for an Ordinary Share is 10p;

3.3 the maximum price which may be paid for an Ordinary Share is an amount equal to the average of the middle
market prices shown in the quotations for an Ordinary Share in The London Stock Exchange Daily Official List for
the five business days immediately preceding the day on which that Ordinary Share is purchased or £1.05
whichever is the lower;

3.4 this authority shall take effect from 24 January 2003 and shall expire 25 July 2005; and

3.5 the Company may make a contract or contracts to purchase Ordinary Shares under this authority before the expiry
of the authority which will or may be executed wholly or partly after the expiry of the authority, and may make a
purchase of Ordinary Shares in pursuance of any such contract or contracts.

BY ORDER OF THE BOARD

J E P Gervasio
Secretary
14 June 2002

Registered Office: 
Saint Martins House
210-212 Chapeltown Road
Leeds  LS7 4HZ

Notes:

(1) A member of the Company entitled to attend and vote at the Meeting may appoint a proxy to attend and, on a poll, vote
instead of him. A proxy need not be a member of the Company.

(2) To be valid, a form of proxy must be lodged with the Company's registrars, Northern Registrars Limited, Northern
House, Woodsome Park, Fenay Bridge, Huddersfield HD8 OLA not later than 48 hours before the time of appointment
for holding the Meeting.

(3) Completion and return of a form of proxy will not preclude a member of the Company from attending and voting in
person at the Meeting if he wishes to do so.

(4) Biographical details concerning the three directors retiring and offering themselves for re-election can be found on page
18 of the Annual Report.
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BRITISH SMALLER COMPANIES VCT PLC
FORM OF PROXY

To be used at the Annual General Meeting of the Company
to be held at 23 Berkeley Square, London, W1J 6HE on 22 July 2002 at 12.00 noon

I/We . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . being a member/members of the above

named Company entitled to attend and vote at the Annual General Meeting of the Company hereby appoint the

Chairman of the Meeting or (see note a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . of

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held on 22

July 2002 at 12.00 noon and at any adjournment thereof.

My/our proxy is to vote as indicated below.

Signature . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Dated. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2002

Signature . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Dated. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2002

NOTES
(a) If you wish to appoint a proxy or proxies other than the Chairman of the Meeting please insert that person’s name and address and delete

(initialling the deletion) "the Chairman of the Meeting or".  A proxy need not be a Member of the Company.  You may attend and vote at
the Meeting instead of any proxy appointed by you if you so wish.

(b) Please indicate by inserting "X" in the appropriate box the way in which your proxy is to vote. If you do not do so, your proxy may vote
or abstain as he thinks fit.  Your proxy will have the authority to vote at his discretion on any amendment or other motion proposed at the
Meeting, including any motion to adjourn the Meeting.  This proxy will only be used in the event of a poll being directed or demanded.

(c) This form of proxy must be signed by the appointor or his attorney duly authorised in writing or if the appointor is a corporation this proxy
must be given under its Common Seal or be signed by an officer or attorney duly authorised in writing.

(d) To be valid, this form of proxy duly completed and any power of attorney or other authority (if any) under which it is notarially certified, or
office copy of such power or authority, must be deposited at the office of the Company’s Registrars, Northern Registrars Limited, Northern
House Woodsome Park, Fenay Bridge, Huddersfield, HD8 0LA not less than 48 hours before the time appointed for holding the above
Meeting or (as the case may be) adjourned Meeting.

(e) The resolutions are set out in full in the Notice of Annual General Meeting.

ORDINARY RESOLUTIONS FOR AGAINST

1 To receive the Directors’ Report and Accounts

2 To re-elect as a Director Mr C J Brown

3 To re-elect as a Director Mr R Last 

4 To re-elect as a Director Mr C W Leach CBE

5 To reappoint PricewaterhouseCoopers as independent auditors             

SPECIAL RESOLUTIONS FOR AGAINST

1 To authorise directors to allot securities under
Section 80 of the Companies Act 

2 To authorise directors to allot securities under
Section 95 of the Companies Act

3 To extend to 25 July 2005 the existing authority to purchase shares
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