
The Venture Capital Trust
sector celebrates its 10th
anniversary this autumn on
the back of a highly successful
fund-raising season in the
2004/05 tax year – over £500
million was raised from
investors in response to the
Chancellor’s decision to
increase income tax relief on
VCT investment to 40%.
Several new management
firms entered the market for
the first time and in all over
30 new VCTs were launched,

as well as a variety of “top-up”
issues by existing funds. As a
result there are now over 70
VCTs listed on the London
Stock Exchange and the
cumulative total of funds
raised over the past 10 years
exceeds £2 billion.

2005/06 already looks as
though it is going to be
another busy year. The 40%
income tax relief on new
investments, introduced for a
limited period of two years in
order to stimulate the market,

may only be available until 
5 April 2006, so fund
managers and investors alike
will be looking to take
maximum advantage of the
present opportunity. VCT
commentators are predicting
that last year’s record fund-
raising total will be exceeded.
Whatever happens to tax
relief on new investments in
the future, it seems unlikely
that VCTs as an asset class 
will disappear.

With a wide range of VCTs

open for new subscription,
what should investors be
looking for?  Our view is that
the successful offers will be
those where the fund
managers can demonstrate
four essential factors:

Strong long-term
performance record

Healthy flow of potential
new deals based on
nationwide representation
and contact network

Clear focus on VCT
investment as the core 

management activity
Experienced management

team with relevant skills and
strength in depth

NVM scores highly on all
four points and we think our
Northern Venture Trust C
share issue will do well in 
the market this year.

Northern Venture Trust, the first VCT launched by
Northern Venture Managers, has marked its 10th
anniversary by announcing a £30 million C share
issue for the 2005/06 tax year. The issue will be
launched at the end of October and investors will be
eligible for the full current range of VCT tax benefits,
including initial income tax relief at 40% on the
amount invested. Tax levels, bases and reliefs 
are always subject to change and under current
legislation the 2005/06 tax year is the last for 
which 40% income tax relief will be available.

The proceeds of the C share issue will be
managed initially as a segregated pool alongside the
existing ordinary shareholders’ funds. This will
enable Northern Venture Trust to continue its active
investment programme based on the strong flow of
new deals generated by NVM. If the issue is fully
subscribed the enlarged company is expected to
have net assets of over £60 million immediately 
after the issue, which will make it one of the largest
VCTs in the market.

The C shares will be converted into new ordinary
shares in 2009 pro rata to the respective net asset
values of the C share and ordinary share pools – 
so avoiding any dilution of existing shareholders’
interests.

Northern Venture Trust is one of the three
longest-established VCTs, having been launched in
the autumn of 1995. Earlier this year the company’s
shareholders overwhelmingly approved an extension
of its life until at least December 2010. Original
investors have so far received tax-free dividends
totalling 47 pence per share, and in March 2005 the
company successfully completed a tender offer to
buy back up to 10% of its shares at a 5% discount 

to net asset value. Potential investors should note
that, as with all VCTs, shares can be illiquid and trade
below their net asset value and there is a risk of loss
of the initial capital invested.

NVT C share issue, key points:
Size of issue: £30 million
Launch date: October 2005
Investment focus: Generalist
Offer price per share: 100p
Minimum investment: £5,000
Active share buy-back policy at 
10% discount to NAV
40% income tax relief on subscriptions up  
to £200,000 available in 2005/06 tax year

The C share issue is being promoted by Downing
Corporate Finance, who were the most successful
VCT fund promoters in the 2004/05 tax year.

For more information, call Downing direct on 
020 7411 4700. You can also register for more
information when you return your Keith Prowse
prize draw entry (see page 2 for more details),
or by visiting our website at www.nvm.co.uk.
Alternatively, contact your usual financial advisor.

Northern Venture Trust
announces C share issue
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A warm welcome from
the Managing Director

Raising a glass to the sale of
Keith Prowse – and a 200%
gain for NVM funds

To celebrate the success of our
investment in Keith Prowse, we are
offering shareholders in NVM’s funds
the chance to win a pair of tickets 
to The Stella Artois Championships on
Saturday 17 June 2006.

This is the event where you can
experience the start of the grass court

tennis season, as the
world’s greatest men’s
players head to The
Queen’s Club to test
their form ahead of

Wimbledon.
The prize includes two tickets to

watch the play and enjoy the famous
Keith Prowse hospitality package –
including a champagne reception and
three course lunch.

To enter, just complete and return
the reply form sent to shareholders
with this newsletter.

The last date for entries is 
30 November 2005, and the full 
terms and conditions are set out on
the reply form.

Win two tickets to The Stella Artois
Championships 2006

In October 2005 NVM
celebrates 21 years of
seeking out value in small
unquoted companies. This
seems like a good time to
take stock, and to look
forward as well as back.
So we’ve decided to re-
launch NVM News in this
new enlarged format, as

part of our commitment to keeping our readers
up to speed with developments at NVM and
within our investment portfolios.

This edition includes a 10th birthday profile 
of Northern Venture Trust, our longest-standing
VCT, which has just announced a new C share
issue for the 2005/06 tax year. In future
newsletters we will be running similar profiles
on our other funds.

You can also catch up on news of recent
changes to the investment portfolio.We have
been very busy on the new investment front
during the past 12 months and we believe we
have uncovered some exciting prospects which
will produce good returns for our funds in the
years ahead.

We have devoted a lot of effort to
strengthening our management team, which we
believe is one of the best in the business.There
are no short cuts to success in venture capital –
over the years we have invested time and money
in building up a team which brings a wide 
range of skills and experience to bear on our
investments.You can read about the three latest
arrivals on page 4.

Finally, to mark our funds’ exit from a very
successful investment in corporate hospitality
specialists Keith Prowse, we’re giving all our
shareholders an opportunity to win two 
tickets for a day at The Stella Artois Tennis
Championships in June 2006 – where they can
experience Keith Prowse’s special service at 
first hand.

We hope you enjoy this edition of NVM
News. If you have any suggestions about what
you’d like to see in future issues, please let us
know by e-mailing feedback@nvm.co.uk.

Alastair Conn

The sale of Keith Prowse Limited (KP) to Compass Group PLC, one of the
world’s leading food service groups, rounded off one of NVM’s most successful
investments in recent years.

In 2002 NVM’s funds invested £2.5 million in the management buy-out of KP
from Wembley plc, in a deal led by NVM investment director Tim Levett. KP 
is one of the UK’s leading names in corporate hospitality and is the official
hospitality provider at many of the UK’s most prominent sporting and cultural
venues – including Wimbledon (tennis), Cheltenham (horse racing), Lord’s
(cricket) and St Andrew’s (golf). Directors Peter Selby and A K Than continued to
develop the business under independent ownership and it was no surprise when
Compass Group came up with a very attractive offer to the shareholders.

The bottom line? NVM’s funds received a return of three times their original
investment, producing a capital gain which was available for distribution to VCT
shareholders by way of tax-free dividend.

Not A Lot Of People Know This: The business of Keith Prowse was originally
founded in the City of London in 1780 by Robert Keith and William Prowse, who were
instrument makers, music sellers and publishers.There was no such person as 
“Keith Prowse”.
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The NVM story begins in the early 1980s, when the National
Enterprise Board’s North East Regional Office in Newcastle was
closed following a regional policy review by the new Conservative
Government. Local professional advisers Wise Speke, Dickinson
Dees and Price Waterhouse came together to see if they could
launch a private sector venture capital fund, with the result that
Northern Investors Company came into being in October 1984
with £5 million of capital to invest in small companies in the North
East.The first three managers recruited for the new fund were
Michael Denny, Alastair Conn and Tim Levett.

The next major step came in 1988 when the management team
set up Northern Venture Managers as a free-standing business with
a contract to manage Northern Investors, and raised a further £15
million for a new limited partnership fund. The new fund enabled
NVM’s average investment size to be increased and a broader
geographical spread of investments to be acquired.

Northern Investors was floated as an investment trust on the
London Stock Exchange in 1990 and has gone from strength to
strength, supported by a loyal and gradually widening shareholder
base.The trust’s long-term performance record was recognised
when it was named by Money Observer as Best Venture and
Development Capital Trust for 2003. Over the fifteen years to
March 2005 the share price rose by 365% compared with a 135%

increase in the FTSE All-Share Index.This success has stemmed
from close teamwork, with NVM sourcing and managing the
investments and the board of Northern Investors providing
invaluable guidance on the strategic development of the trust.

With a growing reputation as a smaller company venture capital
specialist, NVM was perfectly placed to take up the challenge when
Kenneth Clarke, the Chancellor of the Exchequer, introduced
Venture Capital Trusts in 1995. Northern Venture Trust was one of
the first three VCTs launched later that year, and was followed by
Northern 2 VCT in 1999, Northern AIM VCT in 2000 and
Northern 3 VCT in 2001.

NVM now has 15 executives managing funds totalling over £160
million, but the basic approach to finding, choosing, and managing
investments which was developed in the early days with Northern
Investors still guides the process today. The main change has been
in the size and range of investments undertaken: with five funds
investing in parallel, NVM can now readily provide funding of £5
million for a single deal, and with offices in Newcastle, Reading 
and Edinburgh, and a presence in most major commercial centres,
potential investments anywhere in the UK are usually within 
easy reach.

Please note that past performance should not be seen as an
indication of future performance.

From small acorns…
Northern Investors and NVM

Fund Year Net assets Number of investments
founded £m in portfolio

Northern Investors Company 1984 47 71

Northern Venture Trust 1995 34 61

Northern 2 VCT 1999 39 58

Northern AIM VCT 2000 15 37

Northern 3 VCT 2001 30 35

Investing in Northern Investors
Shares in Northern Investors can be bought or sold
direct through a stockbroker. Shares can also be
acquired through the following investment plans offered
by Edinburgh Fund Managers:
InvestIT savings plan – regular monthly payments or
occasional lump sums.
Individual Savings Account (ISA) – a low-cost, tax-efficient
savings vehicle.
Personal Equity Plan (PEP) – it is no longer possible to
open new PEPs, but a transfer plan is available whereby
investors can transfer into a PEP invested in Northern
Investors.
Pension – investors can save for retirement by investing
in Northern Investors, either regularly or by lump sums.
To obtain further information about any of the above
plans, please call the Edinburgh Fund Managers Brochure
Request Line on 0800 027 9558 or visit the Edinburgh
Fund Managers website at www.edfd.com.

NVM – now managing £165m in funds
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Martin Green
Midlands
Martin studied
Accounting and
Finance Management at
Loughborough

University before qualifying as a chartered
accountant with Coopers & Lybrand.

He joined 3i in 1990 and became a local
director in Birmingham in 1996.

He moved to the East Midlands to
manage three 3i offices, then returned to
Birmingham to take responsibility for 
new investment across the Midlands.

In 2002 Martin joined Montagu Capital,
focusing on the UK regional mid-market,
before joining NVM as an investment
director in the summer of 2004.

Married to Helen, and with three
children, Martin is trying to juggle the
demands of a young family with his passion
for sailing (and the odd round of golf!).

Peter Hodson
London
Peter read Mechanical
Engineering at Exeter
University, then spent
five years with BMW

Group based in Munich and Solihull where
he was involved in both production and
engineering before ultimately being
responsible for the implementation of 
the BMW manufacturing process into 
the Solihull plant.

In 2000 Peter joined 3i, where he
obtained broad private equity experience
across a range of industry sectors.After
periods in the Birmingham and London
offices he joined NVM in October 2004,
taking on responsibility for the London
market.

Peter is currently training for a half
marathon, having recently retired from
hockey to spend more time with his wife
Hedy and children Callum and Ellie.

Sue Bromham
Portfolio Management
Sue read Accountancy
at Northumbria
University and
qualified as a

chartered accountant with BDO Binder
Hamlyn, working in the small business, audit
and insolvency departments. She moved to
The Go-Ahead Group in 1992 as financial
controller and was involved in the group’s
flotation on the London Stock Exchange
and its subsequent rapid growth.

Sue joined NVM in March 2005 as
portfolio accountant, based in the
Newcastle office, and is responsible for
ensuring that the monitoring of NVM’s
investments is carried out efficiently 
and effectively.

Sue is married to Gary and has two
children,Victoria and James. Her interests
include swimming, playing tennis and 
general fitness.

New faces
Over the past 12 months the NVM team has been strengthened by the arrival of three new additions:

It’s not surprising that NVM is one of the
leading VCT managers, when you consider
that we have one of the largest teams
dedicated to seeking out new venture
capital opportunities. Day by day we 
have 15 highly qualified, experienced and
committed individuals managing the
investment process for our venture 
capital funds.

NVM’s executives don’t sit in front of
screens in the City, basing investment
decisions on columns of figures and other
people’s reports. Our managers live and
work on the ground in regional business
communities across the UK, breathing the
same air, picking up the gossip that would
never be committed to paper, watching
what’s really happening.

Our managers also work well together
as a team, comparing notes and sharing
experience and expertise.Together they
have over 100 years’ experience of putting
real money into real companies – over
200 of them to date – and helping to steer
them to higher levels of success and value.

Meet your investment team –
national coverage with local presence

The NVM investment team. (Not pictured:Tim Levett and Bill Dempster.)
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NVM invests over £25m in 12 months
Over the 12 months to September 2005, NVM invested a total of over £25 million in 11 companies. This level of
activity puts us at the forefront of VCT managers, as unquote” magazine recently recognised: “...the five most active 
deal-doers – Northern Venture Managers (six deals), ISIS (five), Aberdeen Murray Johnstone Private Equity (four), Barclays
Ventures (four) and 3i (four) – commanded a 39% share of the segment’s activity by volume.”

The table at the foot of the page gives a full list of our investments over the past 12 months. Here we profile some
of the new investments.

Pivotal Laboratories
Pivotal Laboratories, a well established analytical services company based in York,
was bought by its management team for an undisclosed seven-figure sum in a
deal backed by NVM and HSBC. NVM’s funds invested a total of £3.5 million.
The business has grown rapidly, and is trading profitably with a strong order
book and sales pipeline. The customer base includes five of the top 20 global
pharmaceutical and biotechnology companies.

Bill Dempster, who led the deal for NVM, believes that Pivotal is poised to
increase its share of the expanding clinical testing market both by building on
existing customer loyalty and by growing the customer base. ‘We are delighted to
be backing this team,’ Bill says, ‘and look forward to exciting times ahead.’

Company Business type Location Amount Stage of
£ million development

Abermed Industrial Doctors
Richard Gibson, NVM’s investment manager with responsibility for Scotland and
the North West, has led the provision of a £2.5 million equity package as part of
the £7.25 million management buy-out of Aberdeen-based Abermed Industrial
Doctors. The company provides medical support and occupational health
services to companies across Scotland and Eastern England, and has a particularly
strong market position within the UK oil and gas industry.

The new management team plans to grow the business both by providing
complementary services to existing clients and by making further acquisitions.
There is also potential for geographical expansion into new areas, adding to their
existing locations in Aberdeen, Inverness,Teesside, Great Yarmouth and Norwich.

KCS Management Systems
NVM worked with HSBC to fund the secondary management buy-out of KCS
Management Systems, a South London based human resources (HR) and payroll
software company. NVM funds invested £2.6 million in a transaction led by 
Jonny Allatt.

As well as being the leading developer of software, KCS also provides HR and
payroll outsourcing services to mid-sized businesses. With over 500 clients, the
business has been voted Pay Magazine ‘Payroll Software Provider of the Year’ for 
the last four years, and is also the current winner of ‘Payroll Outsourcer of the Year’.
Jonny Allatt says that Alan Snell, managing director, has developed a strong platform
for growth, with a growing number of new opportunities already in prospect.

PIC OF ABID

Pivotal Laboratories Clinical testing York 3.5 Management buy-out

SMS Agencies Driver hire Crawley 3.5 Management buy-in/buy-out

Undisclosed Manufacturing High Wycombe 3.3 Management buy-out

Direct Valeting Car valeting Newcastle-under-Lyme 3.1 Management buy-out

Leda Recruitment Recruitment agency Leeds 2.8 Management buy-out

KCS Management Systems Payroll software Southampton 2.6 Management buy-out

Abermed Industrial Doctors Occupational health business Aberdeen 2.5 Management buy-out

Penton Media Europe B2B media (exhibitions) London 2.1 Management buy-out

e-know.net Application service products Telford 1.5 Expansion capital

Arleigh International Caravan spares Nuneaton 1.5 Management buy-out

Daniolabs In-vivo drugs Cambridge 0.5 Early stage biotechnology
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91.0 80.1 85.7 89.6
2001 2002 2003 2004

3.5 2.0 5.0 12.0
2001 2002 2003 2004

Capital
Revenue

116.0 107.1 117.7 133.6
2001 2002 2003 2004

Dividends
Net asset value

Dividend per share

NAV plus cumulative
dividends per share

Years ended 30 September
Figures in pence per share

Valuation 
£000

CGI Group Safety glass 2,325
VPTA Vehicle components 1,400
Computer Software Group* Computer software 1,245
Interlube Systems Lubrication systems 1,222
Alaric Systems Payment protection software 1,184
Weldex International (Offshore) Crawler crane hire 1,095
Cyclacel Group Drug discovery 1,051
TFB Group Computer software 1,000
DxS Genotyping services 940
SMS Agencies Driver hire 893

Top 10 investments 12,355

Other investments 18,369

Total investments 30,724

Net current assets 3,076

Net assets 33,800

*Quoted on the Alternative Investment Market

Status: Venture Capital Trust listed on the London Stock Exchange
Launched: October 1995
Net assets: £33.8 million (30 June 2005)
Shares in issue: 39,167,186
Number of shareholders: 2,173
Directors: Sir Frederick Holliday (Chairman)

Michael Denny
John Hustler
Tim Levett
Ross Peters
Primrose Scott
Clive Williams

Financial year end: 30 September
Annual General Meeting: December
Dividends: June (interim), December (final)
Next continuation vote: December 2010

Net asset value (NAV) per share

as at 30 June 2005

Portfolio analysis by industry sector

5.1% 
Consumer

14.3% Healthcare/
biotechnology

2.9% Other
20.5% 

Information technology/
electronics

11.1% 
Construction

30.9% 
Industrial/
manufacturing 

15.2%
Services

as at 30 June 2005

Top 10 investments by value

Financial history

Fund focus: Northern Venture Trust PLC
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NVM is a market leader in making equity investments in smaller UK
unquoted companies – and has the capacity to deliver deals of up to £15
million. We focus mainly on manufacturing and service businesses which we
consider to have the benefit of a strong management team, above-average
growth prospects and annual operating profits already in excess of £750,000,
and will typically invest between £2 million and £4 million in each company.

With over 20 years’ experience in this sector, NVM has built a strong
reputation amongst corporate financial advisers.This helps us to generate a
healthy flow of potential new investments with the characteristics we are
looking for, and reinforces our competitive advantage over those VCT
managers who are less well established in the market and in some cases 
have insufficient resources to fund deals in excess of £1 million.

Over 80% of the funds we invest are directed towards these larger 
later-stage companies, which in many cases are well on the way to an AiM
flotation or a sale to a larger group. Over the 12 months to September
2005, NVM has completed ten later-stage investments, at an average 
cost of £2.3m.We believe that our focus on these later-stage companies 
improves our shareholders’ prospects of achieving capital gains; just as
important, investments in well-established and profitable companies can 
often provide an attractive income yield.

Using the local knowledge and contacts of its investment executives based across the UK, NVM has built up a nationwide portfolio of
investments – from Newquay to Inverness. Most industry sectors are represented among our current total of 58 unquoted companies.

Sectors in which we have recently invested include payroll software, occupational health, B2B media (exhibitions), manufacturing and
recruitment. NVM also manages holdings in 35 AIM-quoted companies on behalf of its funds.

13% 
Healthcare/

biotechnology

11%
Information 
technology/ 
electronics

16% Services

7% Construction

13% Consumer

25% Industrial/
manufacturing 

Midlands
Arleigh International, Nuneaton
Biovitrum, Cambridge
Daniolabs, Cambridge
Direct Valeting, Newcastle-under-Lyme
e-know.net,Telford
Lorantis Holdings, Cambridge
Omnico Plastics, Ipswich
S & P Coils, Leicester
Roscur, Stafford

North
C&D Industrial Services, Jarrow
AFI Aerial Platforms,Wakefield
Arrow Industrial Group, Hull
CGI Group,Warrington
Crabtree of Gateshead, Gateshead
DxS, Manchester
GB Industries, Hull
IRIS Technology, Lancaster
John Fredericks Plastics, Halifax 
Leda Recruitment, Leeds
Liquidlogic, Leeds
Pivotal Laboratories,York
Royston Engineering Group, Walker
Stainton Metal Company,Thornaby
Survey Inspection Systems, Stockton
Warmseal Windows (Newcastle),
Newcastle upon Tyne
Longhirst Group, Morpeth
Seabait, Lynemouth
Union Snack,Tanfield Lea
VPTA, Newton Aycliffe
West's Engineering Design, Darlington

Scotland
Abermed Industrial Doctors, Aberdeen
Barony Universal Products, Auchinleck
Cyclacel Group, Dundee
Quadstone, Edinburgh
Submersible Television Surveys,
Aberdeen
Weldex (International) Offshore,
Inverness

South East
Alaric Systems, London
John Laing Partnership, Elstree
Penton Media Europe, London
Whiteoaks Consultancy, Farnham
Aiza, Lutterworth
Arrow Therapeutics, London
Corsair Manufacturing, Banbury
DMN Installations, Shrivenham
GSM-Central, Oxford
KCS Management Systems,
Southampton
Metris Therapeutics, Reading
OnMedica Group, Amersham
Prospect & Peachgate Group, Mitcham
RBF Industries, Southend
SMS Agencies, Crawley
TFB Group, Fareham
Manufacturing company,
High Wycombe

South West
Interlube Systems, Plymouth
CQC, Barnstaple
Crantock Bakery, Newquay

Wales
Remsdaq, Deeside
I G Doors, Cwmbran

Investing across the UK
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21

9

17
3

2

Total portfolio value: 
£110 million

15% Transport/
communications

Total investments 
by sector as at 
30 September 2005 

NVM – AN ESTABLISHED INVESTOR WITH NATIONAL 
REACH AND STRONG LOCAL KNOWLEDGE
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