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Introduction

The Trustees of the Mendip RBS (“the Scheme”) present their report together with the audited financial
statements for the year ended 31 March 2023. The Scheme Is a defined contribution scheme.

The Scheme was established on 23 August 2011, and Is currently governed by the trust deed and rules
dated the same date. In accordance with the provislons of Schedule 36 of the Finance Act 2004, the
Scheme is a registered pension scheme under Chapter 2 of part 4 of the Finance Act 2004, The Scheme
was contracted-out of the S2P (previously known as the State Earnings-Related Penslon Scheme} under
certificates Issued by the Secretary of State for Work and Pensions. Funds derived from contracting out
payments were knowh as protected rights benefits. From 6 April 2012, it was no longer possible to
contract out of the S2P through a defined contribution scheme. All existing contracted out payments will
be treated as non-protected rights beneflts.

The Compliance Statement set out on pages 28 and 29, the Investment Report included as Appendix 1,
the Impiementation Statement included as Appendix 2 and the Annual Governance Statement included as
Appendix 3 form part of this report.

Schame management
The Trustees are

John Laurence Woodward.
Jennifer Dorls Ilett.
Dalriada Trustees Limited.

The directors of Dalrlada Trustees Limited are DN Copeland (resigned 30 September 2022), RD Fogarty,
CM Johnstone (resigned 29 Aprii 2022), AB Kennett, T Lukic, CJ Roberts, BD Spence, KS Stafford
{appointed 6 June 2022} and V Vassou. The directors of Dalriada Trustees Limited ("Dalfada™) were
appolnted In accordance with that company's Memorandum and Articles of Association.

In accordance with the provisions of the Pensions Act 1995 as amended, The Pensions Regulator has the
power to appoint an independent trustee. Dalriada Trustees Limited was so appointed, with exclusive
powers, on 28 March 2012 under section 7 of the Pensions Act 1995, and may only be removed by The
Pensions Regulator.

Dalriada has appointed external specialists to advise on legal and accounting matters.

Internal Dispute Resolution Procedure (IDRP)}

It Is a requirement of the Penslons Act 1995 that all eccupatlonal penslon schemes must have a dispute
resolution procedure in place for dealing with any disputes between the Trustees and the Scheme
beneficiaries. A dispute resoclution procedure has been agreed by the Trustees, details of which can be
obtained by writing to Dalrlada Trustees Limited, Linen Loft, 27 - 37 Adelalde Street, Relfast, BT2 BFE or

by download from the members’ webslte page http://dalrladatrustees.co, uk/pennines-and-mendip or by
request by emall, address penninesandmendipi@ dalriadatrustees.co.uk
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Financlal development of the Scheme

The financlal statements of the Scheme for the year ended 31 March 2023 are set out on pages 16 to 25;
the Trustees’ summary of contributions and the Auditor’s statement about contributions are set out on
pages 26 and 27. The financlal statements have been prepared and audited In accordance with the
regulations made under section 41{1) and (6) of the Penslons Act 1995. They show that the value of the
fund decreased from net labllities of (£42,020) at 31 March 2022 to net liabllitles of (£116,290) at 31
March 2023,

Dairlada has considered the measurement and recognition of the assets and liabillties included In the
Scheme’s Statement of Net Assets and concluded that no adjustments are necessary to these as a
conseguence of this material uncertainty.

However, these flgures should be read alongslde the comments made later In this Report, particularly In
the 'Trustees’ report on the Scheme’s Investments’ section.

Transfers at less than cash equivaient
No transfer values have been pald from the Schame,

Membership
As at 31 March 2023, 153 members were entitled to benefits from the Scheme.

There were no changes to the membership of the Scheme during the year as set out In the following
table.

Deferred Pensloner
Membership at 01/04/2022 153 -
Membership at 31/03/2023 153 -

Two members died in 2020, this has not been reflected In the membership flgures as no payment has
been made In respect of the members.

Pension Increases
No penslons were pald In the year.

Changes to the Schema rules
Thera were no changes to the Scheme rules during the year.
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Governance and Risk Management

Following their appolntment, Dalriada Identlfled a number of concerns with the Incumbent administrator

(T12}, not least the significant charges being levied. Dalriada gave notice to T12 of termination of thelr

contract shortly after their appointment, which was resisted by T12 whe claimed payment of outstanding
fees in excess of £100,000. This was disputed and resisted by Dalriada. T12 was subsequently dissolved
on 17 March 2015. Legal advice is that T12 would also extremely likely be time barred from issuing any
claim. Glven this, we have not included this money as a potential contingent liability in these accounts.

Cther than the funds held in cash in the Scheme's bank account, all monies transferred into the Scheme
were invested In preference shares In Hedge Capital Investment Group plc, which later became Hedge
Capltal Investment Group Limited. Dalriada’s concerns are set out later on in this Report in the Trustees’
report on the Scheme’s Investments' section,

There appears to have been limlted investment advice taken by the previous trustees and no evidence of
an appropriate Investment adviser being appointed, as required under legislation.

Dalrlada has now put In place a more robust administration database and created proper accounting
records, the information within which underpins the accounts appended to this Report and which have
been independently audited.

Dalrlada has developed and will continue to develop Its business plan which set out Its objectives In
various key areas and, alongside the business plan, a risk register has been put In place, setting out the
key risks to which the Scheme is subject and the controls In place to mitigate these.

Trustee knowledge and understanding

The Penslons Act 2004 requires trustees to have sufflclent knowledge and understanding of pensions and
trust law and be conversant with the Scheme documentation. The Pensions Regulator has published a
Code of Practice on Trustee Knowledge and Understanding to assist trustees on this matter which became
effective from 6 April 2006 and was updated with effect from April 2015. Dalriada is aware of these
requirements and, as a professional trustee, maintains an ongoing training programme for all of its staff.

Further Information

Further information about the Scheme is available, on request, to members, their spouses and other
beneficiaries.,

If members have any complaints or queries regarding the Scheme, or wish to obtain further information,
they should contact Dalriada Trustees Limited, Linen Loft, 27 - 37 Adelaide Street, Belfast, BT2 SFE.

Emall address penninesandmendip®dairiadatrustees.co.uk

The General Data Protection Regulations 2016/679 (Regulations) cover information which Is heid
electronically, l.e. computer based information and extend data protection laws to cover paper-based
records held for Individuals. The Regulations contaln restrictlons on the processing of speclal categories of
data as defined In the Regulations, to which Individuals must glve their consent. This category of data can
include Information on, for example, the health of a member or marital status.

Members' personal data wlll be used by the Scheme's advisers, where appropriate, to assist in the
administration of the Scheme, and may be passed to other professional providers or advisers.

Dalriada and the Scheme’s advisers each have a legal obligation and a legitimate Interest to process data
relating to members for the purposes of administering and operating the Scheme, which includes passing
on data to third parties, as mentioned above.



Dalriada. A better way

Mendlp RBS
Trustees’ Report

Further Information (continued)

Dalrlada Is regarded as ‘Controller’ for the purposes of the Regulations, In relation to the process referred
to above. The advisers appointed by the Trustee are usually ‘Processors’, however, some advisers, such
as the scheme actuary and auditors are considered to be controllers by the varlous professional
regulatory bodles. Under the Regulations where two or more controllers jointly determine the purposes
and means of processing, they shall be joint controliers of the data.

Trustees’ report on the Schame’s Investments

Other than funds held In cash In the Scheme's bank account, all monies transferred Into the Scheme were
Invested |n preference shares In Hedge Capital Investment Group plc/Limited (HCIG). Within HCIG, the
monles were ultimately used for Investment In a range of 'alternative’ Investments and to facllitate the
offer of personal lpans back to Scheme members,

Dalriada was unclear as to the value of the underpinning Investments and, so, to the actual value of the
Scheme’s Investment In HCIG and, as such, had difficulty In showing a correct asset value In previous
accounts.

On appointment Dalriada commenced high court actlon against the previous trustees and the organisers
of the Scheme to seek recovery of the monies paid to HCIG, clalming, not least, that monies were pald In
breach of trust. It also sought, and obtalned, a freezing order over the assets of the Hedge companles.

Dalriada’s clairn was subject to a summary judgment application but this was rejected by the Court and,
subsequently, there was a protracted period of negotlation, looking to reach a settiernent of DalHada
Trustees' claim.

As we also reported, the settlement, once agreed, would require the sanction of the Court.

Settlement was reached with the Hedge Companles In the autumn of 2016. The key terms of the
settlement were:

« Dalriada tock ownership of the varlous Hedge Companies, with the exceptlon of Hedge Capital
Limited {the company that made the loans).

s Hedge Capital Limited was placed Into Administration and KPMG (subsequently Interpath Advisory
following KPMG’s sale of Its UK Restructuring business) were appointed as Adminlstrators.

¢ All legal actlion was discontinued and agreement was reached on payment of costs to Hedge's
legal advisers.

An application was then made to Court to have the terms of the settlement sanctioned. The application
was heard In May 2017. This hearing was held In private, but we can conflrm that the Court approved the
Intended settlement, which enabled Dalrlada and the Hedge entities {as well as Mr Woodward, a previous
trustee and director of the Scheme sponsor) to proceed with Implementing the steps required under the
terms of the settlement.

In addition to the maln settlement with Hedge, Dalriada also reached agreement with another party who
had Invested funds In HCIG. However, as previously reported to membears, their investment was small.

Following the Court sanction and the conclusion of the settlement between Dalriada and the various
Hedge entitles, all funds held In cash by HCIG totaling £2,121,100 were returned to the Scheme.

Dalrlada appointed Andrew Conquest as director to each of the following companles - Hedge Capital
Investment Group (HCIG), Hedge Capital Investments Limited (HCIL), Hedge Tax Mitigation Limited
{HTML) and Hedge Capital Markets Limited (HCML).

HCML was a dormant company and was dissolved.

HCIG, HCIL and HTML were placed Into voluntary liquidation on 27 November 2017 and KPMG (now
Interpath) appeinted as liguidators of each of the companies on 8 December 2017,
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Trustees’ report on the Scheme'’s investments (continued)

It was always the intention that, once the settlement was achieved and Dalriada took ownership of the
various Hedge companles, It would fook to strip away the corporate structure and look to Identify, and
place a value on, the assets underlying the companles, In particular HCIL.

As we have reported previously, Dalrlada Is aware of some of these underlying investments, which
include a mobile learning application for phones and tablets and an investment linked to Brazilian teak
plantations. Whiist any recovery is now in the hands of Interpath as liquidators, it was always anticipated
that there would be little value in these Investments.

Dalriada is also aware that a significant sum was paid to Sustalnable Wealth Group. Investments in
Sustainable Wealth Group were promoted by Forensic Review, a company offering cash inducements for
members to transfer. Forensic Review was under Investigation by the FSA (now FCA). Sustainable
Wealth Itself entered administration following an application by the Serious Fraud Office. Over £2m of
funds was transferred to the US without the knowledge of Hedge and Dalrlada supported legal action for
recovery of these monles.

Dalriada understands that, ultimately, the monies were returned to the UK and were to be Included in the
general Sustainable Wealth liquidation. Whether there is ultimately any recovery is now a matter for
Interpath and will become evident as the liquidation of HCIL progresses but It Is now unllikely that there
wlill be any material recovery from this particular investment.

Finally, as commented above, a significant sum had been used to provide unsecured personal loans. It
was hoped that this loan book might have some value. However, the Administrators {initlally KPMG and
subsequently Interpath) Identifled a number of Issues with the loans that would have needed to be
corrected if it was golng to be possible to reallse any value in the loan book. Dalriada considered with the
Administrators the options in this regard, together with the assoclated costs, and determined that the
costs that would be incurred in correcting the Issues would likely outweigh the value obtained In ‘selling’
the loan book to a third party, with, as a result, ne beneflt to the Scheme. Given that, the loan book wlll
effectively be abandoned.

Interpath, in their capacity as both Administrators of Hedge Capital Limited and Liquidators of various of
its holding companies, have a number of powers with regard to recovery of assets and Investigation Into
the actions of the previous directors. Dairiada is continuing to work with Interpath to try to ascertain
what value there might be in each of the companles. Interpath are required to produce regular progress
Reports In respect of the administration and liquidations. Whilst it had been hoped that the liquidations of
the various entities would have been completed by the end of 2021, this did not happen. The liquidation
of Hedge Capital Limited has been concluded the company was dissclved on 21 October 2022, An
amount was recelved from Interpath by way of final dividend in respect of the ‘prescribed part’ element
of the distributicns for Hedge Capital Limlted, amounting to £25,587. Interpath has stated that their
expectation Is concluslon of the liquidations of the remaining companies should take place within the next
12 to 18 months. Any residual claims against third parties will be assigned back to Dalrlada but, to the -
extent that the Administrators / Liquidators did not consider it cost effective to pursue these claims, it is
unlikely that Dalriada will either, but, by assigning the claims back, the option remains available shouid,
for example, new Information come to light.

Dalriada, as a Trustee to the Schemes, Is by far the major ¢reditor. In October 2021, an estimated
outcome statement was produced that suggested some £396,000, in total, will eventually be returned to
the Schemes on completion of the Administration and connected Liquidations, of this amount around
£127,000 could be returned to Mendip RBS.

During the year, the day to day oversight of the Scheme’s investments was delegated by the Trustee to
the Investment Adviser, Advisory Investment Services Limited and, following advice on Investment
strategy from Advisory Investment Services, the majority of the Scheme’s liquid funds were invested in
Legal & General and Blackrock funds, via the Mobius platform. The detailed investment platform
provider's report is included as Appendix 1.
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Trustees’ report on the Scheme's Investments (continued)

Dalriada will now focus on the pursult of further recovery of funds by way of a clalm on the Fraud
Compensation Fund {FCF). As was reported to members In 2020, following Court proceedings Involving
Dairiada, the Pension Protection Fund (who manage the FCF) and the DWP, It was found that schemes
like the Mendlp scheme were able to make claims on the FCF for losses arising from acts of fraud and
dishonesty. Dalrlada has been working, and will continue to work, with the PPF with regard to a potential
claim by the Scheme. However, at this time, we do not know whether any claim will ultimately be
successful.

Investment report

During the year, the day-to-day management of the Scheme’s Investments was delegated by the Trustee
to Moblus Life Limited. The detalled investment platform provider's report Is Included as Appendix 1.

Basis of Investment managers' fees
The AMC figures for the scheme are as follows:

Fund AMC

L&G Life AR Cash Fund 0.090%
L&G Life CSA) PMC Short Dated Sterling Corporate Bond Index Fund 0.180%
BLK Life AQC Corporate Bond Up Te 5 Years Index Fund 0.115%

Custodial arrangements
Mobius Life Limited

The funds held by the Scheme Invest in unitised vehicles offered by other investment managers. As such,
Mobius Life owns units of other funds and does not directly hold stock,

The third-party Investment managers of the underlying funds will appoint thelr own custodians.

Investment principles

Trustees are required to preduce a Statement of Investment Princlples, which incorporates the
investment strategy, In accordance with sectlon 35 of the Penslons Act 1995, Dalrlada had had sight of
what appeared to be a template, unsigned and undated Statement of Investment principles, prepared by
the previous trustees and/or their administrators.

As commented earlier, Dalrlada has now taken advice from Advisory Investment Services Limited and
Implemented an Investment strategy that, whilst stlll cautlous, looks to generate a greater return than
just helding funds in cash. Dairiada has now prepared an updated Statement of Investment principles
that reflects that strategy. A copy Is available by download from the members’ website page

www.dalriadatrustees.co. uk/scheme/pennines-and-mendip/?type=documents.

Employer related Investments

There were no employer related Investments at any time durlng the year within the meaning of section
40(2) of the Penslons Act 1995,

The Scheme's Investments with Moblus Life Limited comply with the restrictions prescribed by regulations
made under section 40 of the Pensions Act 1995,
10
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Statement of Trustees’ Responsibilities

The financial statements, which are prepared In accordance with UK Generally Accepted Accounting
Practice, including the Fihnancial Reporting Standard applicable In the UK (FRS 102), are the responsibility
of the Trustees. Pension scheme regulations require, and the Trustees are responsible for ensuring, that
those financial statements:

s show a true and fair view of the financlal transactions of the Scheme during the Scheme year and of
the amount and disposition at the end of the Scheme year of Its assets and liabilitles, other than
liabilities to pay pensions and benefits after the end of the Scheme year; and

s contain the informatien specified In Regulation 3A of the Occupational Penslon Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
including making a statement whether the financlal statements have been prepared in accordance
with the relevant financlal reporting framework applicable to occupational pension schemes.

In discharging the above responsibilities, the Trustees are responsible for selecting suitable accounting
pulicies, to be applied consistently, making any estimates and judgments on a prudent and reasonable
basls, and for the preparation of the financlal statements on a golng concern basls unless It Is
Inappropriate to presume that the Scheme will not be wound up.

The Trustees are also responsible for making avallable certaln other Informatlon about the Scheme in the
form of an Annual Report,

The Trustees also have a general responsibility for ensuring that adequate accounting records are kept
and for taking such steps as are reasonably open to them to safeguard the assets of the scheme and to
prevent and detect fraud and other Irregularities, including the maintenance of an appropriate system of
internal control.

The Trustees are responsible under penslons legislation for securing that a payment schedule is prepared,
maintained and from time to time revised showing the rates of contributions payable towards the Scheme
by or on behalf of the Employer and the active members of the Scheme and the dates on or before which
such contributlons are te be pald. The Trustees are also responsible for keeping records In respect of
contributions recelved In respect of any active member of the Scheme and for adopting risk-based
processes to monitor whether contributions are made to the Scheme by the Employer In accordance with
the payment schedule. Where breaches of the schedule occur, the Trustees are required by the Penslons
Acts 1995 and 2004 to consider making reports to The Pensions Regulator and the members.

Signed for and on behalf of the Trustees

For Dalriada Trustees Limited._

29/09/2023

11
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We have audited the financial statements of the Mendip RBS (the ‘Scheme”) for the year ended 31 March
2023 which comprise the Fund Account, the Statement of Net Assets and notes to the financial
statements, Including significant accounting policles. The financlal reperting framework that has been
applied In thelr preparation Is applicable law and United Kingdom Accounting Standards, induding
Financlal Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of
Irefand (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financlal statements:

» (Glve a true and fair view of the financial transactions of the Scheme during the year endad 31
March 2023 and of the amount and disposition at that date of Its assets and liabllities, other than
liabilitles to pay penslons and beneflts after the end of the year;

s Have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

» Contain the information specified In Regulation 3A of the Occupational Penslon Schemes
{Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
made under the Pensions Act 1995,

We conducted our audit in accordance with International Standards on Auditing {UK) (ISAs (UK)) and
applicable law. Our responsibltities under those standards are further described in the Auditor
responsibilities for the audit of the financlial statements section of our report. We are Independent of the
Scheme In accordance with the ethical requirements that are relevant to our audit of the financlal
statemnents in the UK, Including the FRC's Ethical Standerd, and we have fulfilled our other ethical
responsibilities In accordance with these requirements. We belleve that the audit evidence we have
obtained Is sufficlent and appropriate te provide a basis for our opinion.

Material uncertainty related to goling concern

We draw attention to note 1 of the financial statements, which Indicates that If the Scheme was required
to pay the Scheme Sanction Charge Habllity recognised In within these financial statements, the Scheme
may not be able to pay this liability in full. As stated in note 1, these events or conditions indicate that a
material uncertainty exists that may cast significant doubt on the Scheme’s abllity to continue as a golng
concern. Qur opinion Is not modified in respect of this matter,

In auditing the financial statements, we have concluded that the Trustees’ use of the golng concern basls
of accounting in the preparation of the flnanclal statements is appropriate.

Our responsibllities and the responsibilities of the Trustees with respect to going concern are described In
the relevant sections of this report.

Other information

The other Information comprises the information included in the report and financial statements, other
than the financlal statements and our auditor’s report thereon. The Trustees are responsible for the
other Information contalned within the annual report and financlal statements. Our opinion on the
financial statements does not cover the other Information and we do not express any form of assurance
conclusion thereon. Our responsibllity Is to read the other Information and, in doing so, conslder whether
the other Informatlion Is materially Inconsistent with the financlal statements or our knowiedge obtalned
In the course of the audit, or otherwise appears to be materially misstated. If we identify such materlal
Inconsistencles or apparent material misstatements, we are required to determine whether this glves rise
to a material misstatement In the financlal statements themselves. If, based on the work we have
performed, we conclude that there Is a material misstatement of this other Information, we are required
to report that fact.

We have nothing to report In this regard.

12
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Responsibilities of Trustees

As explained more fully in the Trustees’ responsibilities statement set out on page 11, the Scheme’s
Trustees are responsible for the preparation of the financlal statements and for belng satisfled that they
give a true and falr view, and for such intemmal control as the Trustees determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or
error. In preparing the financial statements, the Trustees are responsible for assessing the Scheme's
abllity to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basls of accounting unless the Trustees either intend to wind up the Scheme or
to cease operations, or have no realistic alternative but to do so.

Auditor responsibliities for the audit of the financial statements

Our objectives are to obtaln reasonable assurance about whether the financlal statements as a whole are
free from materlal misstatement, whether due to fraud or error, and to Issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but Is not a guarantee that an
audit conducted In accordance with ISAs (UK} will always detect a8 material misstatement when It exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic declslons of users taken on the
basis of these financial statements.

As part of an audit in accordance with 1$As (UK), we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

s Identify and assess the risks of material misstatement of the financlal statements, whether due
to fraud or error, deslgn and perform audit procedures responsive to those risks, and obtaln audit
evldence that Is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud Is higher than for one resulting from
error, as fraud may Involve cellusion, forgery, Intentlonal omissions, misrepresentations, or the
override of Internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate In the clrcumstances, but not for the purpose of expressing an
opinion on the effectlveness of the Scheme’s internal control.

s Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Trustees.

s Conclude on the appropriateness of the Trustees’ use of the golng concern basls of accounting
and, based on the audit evidence obtained, whether a material uncertalnty exists related to
events or conditions that may cast significant doubt on the Scheme’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attentlon In our auditor's report to the related disclosures In the flnanclal statements or, if such
disclosures are Inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Scheme to cease to continue as a golng concern.

s Evaluate the overall presentation, structure and content of the financlal statements, including the
disclosures, and whether the financial statements represent the underlylng transactions and
events In a manner that achieves fair presentation (i.e. glves a true and fair view).

We communlcate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, Including any significant deficiencies in
Internal control that we identify during our audit.

Extent the audit was considered capable of detecting Irregularities, Including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures In line with our responsibilities, outlined above, to detect material misstatements in respect of
Irregularities, Including fraud. The extent to which our procedures are capable of detecting Irregularities,
Including fraud Is detailed below.

13
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We assessed whether the engagement team coilectlvely had the appropriate competence and capabllitles
to Identify or recognise non-compliance with laws and regulations by considering their experience, past
performance and support available.

All engagement tearm members were briefed on relevant ldentifled laws and regulations and potentlal
fraud risks at the planning stage of the audit. Engagement team members were reminded to remaln alert
to any Indications of fraud or non-compliance with laws and regulations throughout the audit.

We obtained an understanding of the legal and regulatory frameworks that are applicable to the Scheme,
focusing on provisions of those laws and regulations that had a direct effect on the determination of
material amounts and disclosures in the financial statements. The most refevant frameworks we Identified
Include:

¢ The Occupational Pension Schemes {Requirement to obtaln Audited Accounts and a Statement
from the Auditor) Regulations 1996.

= The Pension Schemes Statement of Recommended Practice (2018).
The Pensions Acts 1995 and 2004.
Financlal Reporting Standard 102.

We galned an understanding of how the Scheme Is complylng with these laws and regulations by making
enquirles of management and the Trustees. We corroborated these enquiries through our audit work.

We assessed the susceptibility of the Scheme’s financial statements to material misstatement, Including
how fraud might occur, by enquiring of management and the Trustees to understand where It was
considerad there was susceptibility to fraud. This evaluation aiso considered how management and the
Trustees were remunerated and whether this provided an Incentive for fraudulent activity. We considered
the overall control environment and how management and the Trustees oversee the Implementation and
operation of controls. In areas of the financlal statements where the risks were considered to be higher,
we performed procedures to address each identified risk. We Identifled a heightened fraud risk In relation
to:

= Management override of controls

In addition to the above, the following procedures were performed to provide reasonable assurance that
the flnanclal statements were free of material fraud or error:

» Revlewing the latest available internal control reports of the Scheme adminlstrator and Scheme
Investment platform provider.

o Performing audit work procedures over the risk of management override of controls, Including
testing of journal entrles and other adjustments for approprlateness, evaluating the ratlonale of
significant transactions outslde the normal course of business and reviewing judgments made by
management in thelr calculation of accounting estimates for potentlai management blas.

s Completion of appropriate checklists and use of our experience to assess the Scheme’s
compliance with The Occupational Penslon Schemes (Requirement to obtaln Audlted Accounts and
a Statement from the Auditor) Regulations 1996,

Agreement of the financlal statement disclosures to supporting docurmentation.
Obtaining and reviewing the Scheme’s latest Breaches Log.

Our audit procedures were designed to respond to the risk of materlal misstatements In the financial
statements, recognising that the risk of not detecting a materlal misstatement due to fraud Is higher than
the risk of not detecting one resulting from error, as fraud may invelve Intentlonal concealment, forgery,
colluslon, omisslon or misrepresentation. There are Inherent limitations in the audit procedures
performed and the further removed non-compllance with laws and regulations Is from the events and
transactlons reflected In the financial statements, the less llkely we are to become aware of It.
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Mendip RBS
Independent Auditor's report to the Trustees

Use of our report

This report is made solely to the Scheme's Trustees, as a body, in accordance with Regulation 3 of the
Occupational Penslon Schemes (Requirement to obtaln Audited Accounts and a Statement from the
Auditor) Regulations 1996, made under the Penslons Act 1995. Cur audit work has been undertaken so
that we might state to the Scheme’s Trustees those matters we are required to state to them In an
auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibllity to anyone other than the Scheme’s Trustees as a body, for our audlt work, for this
report, or for the opinlens we have formed.

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 2ND

Date: 2 Seplenbe~ 1023
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For the year ended 31 March 2023

Fund Account

Contributions and beneflts
Other Income

Administrative expenses

Net withdrawals
from dealings with members

Returns on investments

Investment income

Change In market value of investments
Net returns on Investments

Net decrease In the fund for the year
Net assets at 1 April 2022

Net assets at 31 March 2023

The notes on pages 18 to 25 form an Integral part of these flnancial statements.

Mendip RBS
Financlzl Statements

2023 2022

Note E £
3 - 25,587

- 25,587
& (72,783) (47,916)
(72,783} (47,916)

(72,783) (22,329)

5 395 3
6 __ (1.882) — (28,703)
(1,487) (28,700)

{74,270) (51,029)

(42,020) 9,009

(116,290) (42,020)
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Mendip RBS
Financlal Statements

Statement of Net Assets
(avaliable for benefits) as at 31 March 2023

2023 2022
Note £ £

Investment assets: 6
Pooled Investment vehicles 7 834.140 894,022
834,140 894,022
Current assets 10 75,023 87,897
Current l[abllites 11 (1,025,453} (1,023,939)
Net assets at 31 March 2023 (116,290) (42,020)

The financla! statements summarise the transactions of the Scheme and deal with the net assets at the
disposal of the Trustees. They do not take account of obligations to pay penslons and benefits which fall
due after the end of the Scheme year.

The notes on pages 18 to 25 form an Integral part of these financlal statements.
These financial statements were approved by the Trustees and authorised for issue °n29/09/2023

Signed for and on behalf of the Trustees

For Dalrlada Trustees Limitec. |— . .....
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Mendip RBS
Notes to the Financial Statements

1. Basls of preparation

The financial statements have been prepared In accordance with the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, Financial
Reporting Standard 102 - The Financial Reporting Standard applicable In the UK and Republic of Ireland
Issued by the Financlal Reperting Councll and the guldance set out in the Statement of Recommended
Practice {SORP), Financlal Reports of Pension Schemes (revised 2018), published by the Pensions
Research Accountants Group.

At 31 March 2023, the Scheme had net llabllitles of (£116,290) (2022 - {£42,020)) which are stated after
the recognition of an HMRC Scheme Sanction Charge llabllity of £1,015,806 (2002 - £1,015,806) as
explained In note 11.

Dairlada are currently appeatling against the Scheme Sanction Charge, however If payment of this charge
was required then Dalrlada acknowledge the risk that the Scheme may not have sufficlent financlal
resources to pay the charge In full.

In this knowledge, Dalrlada has consldered the basls of preparation of these financlal statements.
Dalriada has prepared these financlal statements on a going concern basls, however Dairiada
acknowledge that these conditions create a materlal uncertainty that may cast significant doubt on the
Scheme’s abllity to continue as a golng concern for a perlod of at least 12 months from the date of
approving these financlal statements.

Dalrlada has considered the measurement and recognition of the assets and llabilities included In the
Scheme’s Statement of Net Assets and concluded that no adjustments are necessary to these as a
consequence of this material uncertalnty.

1.1. Identification of the financial statements

The Scheme Is established as a trust and Is governed by, the laws of England and Wales. The Scheme
Provider’s registered address is disclosed on page 3 and the address for enquiries to the Scheme Is
included in the Trustees’ Report on page 7.

2. Accounting policlies

Functional currency

The functional currency used In the financial statements Is Sterling and all figures have been rounded to
the nearest pound.

Investment Income
Interest on bank deposits Is accounted for as It accrues.

Income arising from the underlying investments of the pooled investment vehicles that Is reinvested
within the pooled investment vehicles is reflected In the unit price. Such Income is reported within the
change in market value, otherwlse it Is accounted for when declared ky the fund manager.

Other income Is accounted for as It accrues.

Change In Market Value

The change in market value of Investments comprises all increases and decreases In the market value of
Investments held at any time during the vear, Including all profits and losses reallsed on saies of
investments during the year.
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Mendip RBS
Notes to the Financial Statements

Transfers

Indlvidual transfers to and from the Scheme during the year are included In the flnanclal statements on
the basis of when the member llabllity Is accepted or discharged.

There were no transfers out during the year.

Benefits payable are included in the financial statements on an accruals basis when the member notifies
the Trustees as to the type or amount of benefit to be taken, or where there Is no cholice, on the date of
retirement or leaving. Currently Dalrlada Is not able to Identlfy beneflts payable.

Administrative expenses
Administrative expenses are accounted for on an accruals basls.

Investment Assets

Other than funds held In cash In the Scheme’'s bank account, all monies transferred into the Scheme were
Invested In preference shares in Hedge Capital Investment Group plc/Limited {HCIG), before Dalriada was
appointed.

Dalriada was unclear as to the value of the underpinning investments and, so, to the actual value of the
Scheme’s investment in HCIG and, as such, had difficulty in showing a correct asset value in previous
accounts, Dalriada had previously valued the Investment consistent with the net asset value of HCIG, as
shown In that company's most recently filed audited accounts for the year ended 31 December 2015.
However, Dalriada had caveated that asset figure to the extent that, once more information was known
about the underpinning investments, the net value may be considerably lower.

Following the conclusion of the settlement between Dalrlada and the varlous Hedge entitles, all funds
held in cash by HCIG were returned to the Scheme.

There remain other Investments within HCIG, as set out In the Trustees’ report on the Scheme’s
investments on pages 8 & 9. As liquidators, Interpath are tasked with recovering what money it can from
those Investments but, currently, we don’t anticipate any material recovery. Glven this, we have
exercised prudence, and assumed nii recovery, other than where funds are actually received. The net
assets now more properly reflect the value in HCIG.

Unitised pooled Investment vehicles are valued at the closing bid price or, If single priced, at the closing
single price as advised by the Investment managers at the year end.

3. Other Income

2023 2022

Funds recelved from the liquidation of
Hedge Capltal -

25,587
25,587
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4. Administrative expenses

Mendip RBS
Notes to the Financial Statements

2023 2022
£ £
Administration fees 40 40
Consultancy fees 480 480
Audit fees 4,500 3,600
Legal fees 1,854 7,335
Pensions Regulator Levy 689 465
Trustee fees 65,220 35,996
72,783 47,916
5. Investment Income
2023 2022
£ £
Interest on cash deposits 395 3
395 3
6. Recondllation of Investments
Purchases Sale Change In
Value at atcost proceeds market Vailue at
31/03/2022 value 31/03/2023
£ £ £ £ £
Pooled Investment vehlides 894 022 - (58.000) {(1,882) 834,140
Investments Total 894,022 -__(58,000) {1,882 834
Unallocated to members 894,022 834,140

Where the Investments are held In managed and unltised funds the change in market value aiso Includes
expenses both Implicit and explicit to the Scheme and any relnvested Income, where the Income Is not

distributed.

Pooled Investment vehicles are all managed by companles registered In the Unlted Kingdom.

Indirect transaction costs are Incurred through the bid-offer spread on Investments within pooled
Investment vehicles. The amount of indirect costs is not separately provided to the Trustee,
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Mendlp RBS
Notes to the Financial Statements

Concentration of Investments

The following Investments exceed 5% of the total value of the net assets of the Scheme:

2023 2022
£ % £ %
L&G Life AR Cash Fund 452,738 0.0 500,318 0.0
L&G Life CSAJ PMC Short Dated Sterling Corporate Bond 124,288 0.0 128,899 0.0
BLK Life AQC Corportate Bond Up To 5 Years Index Fund 257,114 0.0 264,805 0.0

The concentration of Investments for 2023 and 2022 have just been shown as 0.0% as the net assets are
(£116,290) and (£42,020).

7. Pooled Inveastmaent vehicles

2023 2022

E F 3

Bonds 381,402 393,704
Cash 452,738 500,318
834,140 894 022

8. Falr value hierarchy
The fair value of financial instruments has been disclosed using the following fair value hierarchy:

Level 1: The unadjusted quoted price In an actlve market for Identical assets or llabllitles that the entity
can access at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable (i.e. developed using
market data) for the asset or liabllity, elther directly or Indirectly.

Level 3: Inputs are unobservable (l.e. for which market data is unavailable} for the asset or liability.

A fair value measurement is categorised In its entirety on the basis of the lowest |evel Input which is
significant to the fair value measurement In its entirety.

The Scheme's Investment assets and liablilities fall within the above hlerarchy as follows:

31 March 2023

Level 1 Level 2 Level 3 Total
£ £ £ £
Pooled Investment vehicles - 834,140 - 834,140
- 834,140 - 834.140
31 March 2022
Level 1 Level 2 Level 3 Total
£ £ £ £
Pooled Investment vehicles - 894,022 - 894,022
- 894,022 - 894,022
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Mendip RBS
Notes to the Financlal Statements

9. Invastment risk disclosures

FRS 102 requires the disclosure of Information In relation to certaln Investment risks. These risks are set
out by FRS 102 as foilows:

Credit risk: this is the risk that one party to a financlal instrument will cause a financlal loss for the other
party by failing to discharge an obligation.

Market risk: this comprises currency risk, interest rate risk and other price risk.

s Currency risk: this is the risk that the fair value or future cash flows of a financial asset will
fluctuate because of changes In foreign exchange rates.

» Interest rate risk: this Is the risk that the fair value or future cash flows of a financlal asset will
fluctuate because of changes in market Interest rates.

» Other price risk: this is the risk that the fair value or future cash flows of a financial assat wili
fluctuate because of changes in market prices (other than those arising from Interest rate risk or
currency risk), whether those changes are caused by factors specific to the Indlvidual financial
instrurment or Its Issuer, or factors affecting all simllar financial instruments traded In the market.

The SORP recommends these risk disclosures are made for all investments.

Dalrlada determine the investment strategy after taking advice from a professional Investment adviser.
The Scheme has exposure to these risks because of the Investments it makes In following the Investment
strategy set out below, Dalriada manage Investment risks, including credit risk and market risk, within
agreed risk {imits which are set taking into account the Scheme's strategic investment objectives. These
Investment objectives and risk limits are Implemented through the Investment management agreements
In place with the Scheme's Investment managers and monitored by the Trustees by regular reviews of
the Investment portfolic.

Further information on Dalrlada’s approach to risk management, credit and market risk Is set out below.
(i) Investment strategy

The Investment objective of the Scheme is to maintain a portfolio of suitable assets of appropriate
liquidity which wlill generate investment returns to meet, the benefits of the Scheme payable under the
trust deed and rules as they fall due.

Dalriada set the Investment strategy for the Scheme taking Into account consideratlons such as the long
term llablilities of the Scheme. The Investment strategy is set out in its Statement of Investment
Principles (SIP).

Previously the strategy was (beyond the first £85,000 (or such sum as the Trustees’ estimate wlll be
required to pay the annual fees) which will be helid 100% In cash}, Is to hold 90% in short-dated
corporate bonds and 10% in cash.

Following a review of the investment strategy, the Trustee amended the investment strategy In early
2022 to take Into account the high Inflationary environment and make allowance for the expected time
horizon to the wind-up of the Scheme. It is the Intentlon of the Trustee to make an applicatlon on behaif
of the Scheme for compensation from the Fraud Compensation Fund ("FCF”) and then, If successful,
distribute the compensation to members along with the Invested assets, before winding-up the Scheme,

After considering the independent investment advice of AIS, the Trustee decided to adjust the Investment
strategy so as to Increase the proportion of cash held within the Scheme portfolio based on the expected
time horizen to wind-up of the Scheme, which Is dependent on an estimate of the perlod to a
determination of a clalm on the FCF. The adjustment to the Investment strategy Is Included in Appendix
A of the revised SIP which can be found at www.dalrladatrustees.co.uk/scheme/pennines-and-
mendip/?type=documents.
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Mendip RBS
Notes to the Financial Statements

9. Investment risk disclosures (continued)
(Il) Credit risk

The Scheme s subject to direct credit risk within the Investment portfolio to the extent of the heldings in
pooled Investment vehicles and assets held In cash and are indirectly exposed to credit risks arising on
the financial instruments held within the pooled Investment vehidles which contain fixed interest
investments. Cash in the Trustees’ Bank Account is held within financial institutions which are at least
investment grade credit rated.

Direct credit risk arlsing from pooled investment vehlicles Is mitigated by the underlying assets of the
pooled arrangements being ring-fenced from the pooled manager and the regulatory environments in
which the pooled manager operates.

Indirect credit risk arises in relation to underlying investments heid in the pooled Investment vehicles,
specifically the Scheme’s bond mandates which hold credit instruments. Dairlada has delegated the day-
to-day management of the pooled Investment vehicles.

A summary of pooled investments vehicles by type of arrangement Is as follows:

Unit linked insurance contracts 834,140 894,022

Total 834,140 894,022

(i) Currency risk

The Scheme is not directly exposed to currency risk as the pooled Investment vehicles held are
denominated In Sterling.

Indirect exposure to currency risk arlses as a result of the Scheme’s pooled Investment vehicles’
underlying holdings Including securities that are denominated in non-GBP currencies. The fund manager
may choose to hedge foreign currency exposures within the pooled investment vehicles. Dalrlada do not
conduct any direct currency hedging however Invest In GBP currency hedged verslons of pooled funds
where It deems it appropriate.

23



Dalriada. A betterway

Mendip RBS
Notes to the Financial Statements

9. Investment risk disclosures (continued)
{Iv) Interest rate risk

The Scheme Is not directly exposed to Interest rate risk across the pooled investment vehicles they Invest
in, as the price of those vehicles are not directly affected by changes In Interest rates.

As a result of some of the pooled investment vehicles held by the Scheme Investing in fixed Interest
products such as government and corporate bonds, the Scheme Is expesed Indirectly to interest rate risk.
Movements in Interest rates will have a bearing on the price of those underlying govermment and
corporate debt securities held which will affect the net asset value of the vehicles and consequently, the
unit price of the pooled Investment vehicles.

A summary of the underlylng portfolio exposed to Interest rate risk Is as follows!

31=Mar=22

31-Mar-23

L8G Life CSA) PMC Short Dated Stering Corporate Bond Index Fund 124,288 128,899
BLK Life AQC Corporate Bond Up To 5 Years Index Fund 257,114 264,805
L&G Life AR Cash Fund 452,738 500,318
Total 834,140 894,022
{V) Other price risk

Other price risk arlses principally in relation to the Scheme's return seeking portfollo which Includes cash
held in pooled vehicles.

The Scheme manages this exposure to other price risk by constructing a diverse portfolio of Investments
across various markets.

Dairlada has delegated the day-to-day management of the pooled investment vehicles to Mobius Life
Limited.

A summary of the underlying portfolio exposed to other price risk is as follows

31-Mar-23 31-Mar-22

L&G Life AR Cash Fund 452,738 500,318
Total 452,738 500,318
10. Current assets
2023 2022
£ £
Cash balances 75,023 87,897
75,023 87,897

Included in the bank balance for the year ended 31 March 2023 Is £75,023 (2022: £87,857) which Is not
allocated to members.
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Mendip RBS
Notes to the Financial Statements

11. Current liabilites
2023 2022
£ £
Scheme sanction charge {1,015,806) {1,015,806)
Accrued expenses {9.647) (8,133)

(1,025.453) (1,023,939)

HMRC has levied Scheme Sanction Charge calculated at 40% of the corresponding unauthorised payment
charges levied on the members of the Scheme. These unauthorised payment charges have been
calculated based on the higher of the loan received by the member or 50% of the amount transferred
into the Scheme In respect of the member. It is HMRC's view that unauthorised payment tax charges
have arisen. Dalriada is appealing the Scheme Sanction Charge.

12. Related Party Transactions

During the year ended 31 March 2023 the fees due to Dalrlada were £65,220 (2022: £35,996). As at 31
March 2023 £4,348 (2022: £2,633) was still due to Dalrlada.

13. Contingent Asset

As disclosed on page 9, as part of the liquldation of Hedge Caplital Limited and its various holding
companies, an estimated outcome statement was produced that suggested some £396,000 will
eventually be returned to the Schemes on completion of the Administration and connected Liquidations,
of this amount around £127,000 could be returned to Mendip RBS.

14. Contingent Liabilities
There were no contingent liabllities at the year end.

-15. Taxatlon

The Scheme Is a registered Pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is
therefore exempt from income tax and capital gains taxes.

16. Self Investment
There were no known instances of self investment during the year.
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Mendip RBS
Summary of Contributions

During the year ended 31 March 2023 no contributions were pald or were due to the Scheme.
Signed for and on behalf of the Trustees

For Dairlada Trustees Limited
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Independent Auditor’'s Statement about Contributions, under Regulation 4 of the Occupational
Penslon Schemes (Requirement to Obtaln Audited Accounts and a Statement from the Auditor)
Regulations 1996, to the Trustees of the Mendip RBS

We have examined the summary of contributions to the Mendlip RBS for the Scheme year ended 31
March 2023 to which this statement is attached.

Statement about contributions payable under the payment schedule

In our opinion contributions for the Scheme year ended 31 March 2023 as reported in the summary of
contributions and payable under the payment schedule have In all material respects been paid at least in
accordance with the payment schedule and Scheme rules.

Scope of work on Statement about Contributions

Our examination Involves obtaining evidence sufficient to give reasonable assurance that contributions
reported In the attached summary of contributions have In all material respects been pald at least In
accordance with the payment schedule. This includes an examination, on a test basls, of evidence
relevant to the amounts of contributions payable to the Scheme and the timing of those payments under
the payment schedule.

Respective responsibllities of Trustees and the auditor

As explained more fully In the Statement of Trustees’ Responsibllities, the Scheme’s Trustees are
responsible for securing that a payment schedule Is prepared, maintained and from time to time revised
and for monitoring whether contributions are made to the Scheme by the employer In accordance with
the payment schedule.

It Is our responslibllity to provide a Statement about Contributions pald under the payment schedule and
to report our opinion to you.

Use of our report

This report is made solely to the Trustees, as a body In accordance with Regulation 4 of The Occupational
Penslion Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor)
Regulations 1996. Cur work has been undertaken so that we might state to the Trustees those matters
we are required to state to them in an Auditor's Statement about Contributions and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the Scheme’s Trustees as a body, for our work, for this report, or for the opinlons we have formed.

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 2ND

Date: 7% S(/ku.bcr 1013
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Mand!p RBS
Compllance Statament

Changes in and othar matters ralating to the Schame advisers
Any changes to the Scheme advisers are shown on pages 3 and 4.

Panslon Tracing Service

The Penslon Tracing Service provides a tracing service for members (and thelr dependants) of previous
employers’ schemes, who have lost touch with earlier employers and trustees. To trace a benefit
entitlement under a2 former employer’s scheme, enquiries should be addressed to:

Penslon Tracing Service
Post Handling Site A
Wolverhampton

WVo8 1AF

Telephone: 0800 731 0193
Webslite: https://www.gov,uk/find-penslon-contact-details

The Money and Penslons Service

The Money and Penslons Service creates one organisation from the three existing providers of
government-sponsored financlal guidance:

» The Monay Advice Service
s The Penslons Advisory Service
» Pension Wise

The Money and Penslons Service brought together for the first time the provislon of debt advice, money
guidance and pensions guldance. For pensions guldance the Money and Pensions Service will provide
Information to the public on matters relating to werkplace and personal pensions. From 30 June 2021,
the new consumer-face of MaPS Is Money Helper:

Telephone: 0800 011 3797
Emall: penslons.enquirles®moneyhelper.org.uk

Website: www.monevhelper.org.uk

The Pensions Ombudsman

In cases where a complaint or dispute cannot be resolved under the IDRP, an application can be made to
the Penslons Ombudsman to investigate and determine any complaint or dispute of fact or law Involving
occupational penston scheme. The Pensions Ombudsman can be contacted at:

10 South Colonnade
Canary Wharf

E14 4PV

Telephone: 0800 917 4487

Website: www,pensions-ombudsman.org.uk
E-mall: enquiries@penslons-ombudsman,org.uk
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Mendip RBS
Compliance Statament

The Penslions Regulator

The statutory body that regulates occupational pension schemes is The Pensions Regulator (TPR). TPR
can be contacted at:

The Pensicnhs Regulator
Telecom House

125 - 135 Preston Road
Brighton

BN1 6AF

Telephone: 0345 600 1011

Website: www.thepensionsregulator.gov.uk
E-mail; customersupport@tpr.gov,uk
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Mendlp RBS
Appendix 1

Mendip RBS Mobius Life
Investment Manager's Report to 31 March 2023

Fund Performance to: 31 Mar 2023

1Y¥ear 3Y e 1vyear 1Yeoar 1 ¥ear
8 Fynd Growth tir 31 fo 31 to 31 tn 3t

Mar 23 22 Mor2l Hari)  Mari9
LB Life AR Cagh Fund e % 0.8 % ol % 01 % 0.7% 0.6 %
LAG Life CSAI PMC Short Dated Sterling .
Comporate Bord Index Fund 5.4 % 24 % 2.1 % 0.7 % 0.0% 0.0%
ﬂm Up To 5 Yaar Corperats Bond . . ns - na -

1 Year 3 ¥ears 1¥Year

Market Returns to 31 1o 31 to 21 to 31

Mar 33 Hor 73 £ 2 Mar21 Marl2id
FTSE ALL Share Indax 29% 13.8% 13.0 % 267% | -18.53% 64 %
FTSE 100 54 % 4.3 % 161 % 219% | -184% 77 %
FTSE 250 =78 % 108% 0.5 % 45.1% -10.6 % 10%
FTSE Small Cap 5.0 % 16.0 % 53% 6§3.0% =184 9% 10%
FTSE AW World Index 0.7 % 16.9 % 149 % X9% -6.1% 11.1 %
FTSE North Amavica 2.5 % 16.5% 19.7 % 42.8% 28 % 17.5%
FTSE Developed Eurcpe ex UK 1% 156% 6&1% 3.5 % -8.2 % 26%
FTSE Developed Asia Pacific ex Japan -2.5% 14.1% 2.3% E0.6% | 176 % 4.8 %
FTSE Japan 2.0% 7% 2.3 % 26.3% 2i% 0.9 %
FTSE Over 15 year fixed inberest =R7% 164 T 1% -10.4 % 176 % a.7 %
FTA All Stock Fixed Interest Gilt Index 1858 | -9.1% -5l % -5.5% 2% 3.7 %
FTA Over 5 Yeer Index-Linked Git Index =304 % 2 Y §5% 248 % 24 % 5.7 %

Past parformance shouid not be seen az a guida to futura performance and may not be repaated.
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Mendip RBS
Appendix 1

Notes:

« Returns shown are gross of charges based on Mobius Life unit prices

= Returns for pericds in excess of a year are annualised.

» Ppast performance should not be seen as a guide to future parformance and may not be repeated. The vafue of invastments
may go down as weli as up and invastors may not get back the amount originally invested, are not certain to make a profit

and may iose money.
+ Exchange rate changas may czuss the valus of ovarseas investments to rise or fzil.

s Invagtors should be awars that investment in emerging markets involves a high degree of risk and should ba seen as long
term in nature.

+« Invastment in property may not be readily reaiisable. The value of property is generally a matter of valuers opinion rathar
than fact.

s  Where a fund is invested with another lifs company by mezns of a reinsurance arrangement, we monitor the way the
reinsurer manages the business, but we do not guarantee the solvency of the reinsurer, so the risk of default by the
refnsurer is borne by policyholders who invest in the refevant fund.

« Mobius Life Limited provides information on our products and services to enable you to make your own investment decisions,
and this document should not be regarded as a personalisad necommendation.

Fund Prafiles

BLK Life AQL Up To 5 Year Corporate Bond Index Fund

The fund invests in investment grade corporate bonds denominated in sterfing. The fund 2ims to achieve a retumn consistent with
the iBoxx Sterling Non-Gilts 1-5 Year Index. Thiz index consists of bonds with a maturity period of up to S years.

L&E Life AR Cash Fund

This Fund consists of monies which are invested in short term instruments. The Fund aims to perform in fine with SONIA (Sterling
Ovemight Index Average}, without incurring excessive risk.

L&G Life CSAJ PMC Short Dated Sterling Corporate Eond Index Fund
The investment chjective of the fund iz currently to frack the performance of the Mariit iBoxx Sterling Corporates 1-5 Index,
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Mendip RBS

Implementation Statement
for the year ending 31 March 2023

This Implementation Statement (“the Statement”) has been prepared by Dalrlada Trustees Limited
(“the Trustee”) for Mendip RBS (“the Scheme”).

It has been prepared to comply with the requirements of the Occupational and Personal Pension
Schemes (Disclosure of information) Regulations 2013 (51 2013/2734), as amended by the Pension
Protection Fund (Pensionable Service) and Occupational Pension Schemes (Investment and

Disclosure) {Amendment and Modification) Regulations 2018 (S| 2018/988) {“the Disclosure
Regulations”).

Mendip RBS
August 2023



Introduction

Dalriada Trustees Limited {"Dalrlada”}) was appointed Trustee of the Scheme (“the Trustee”) by
Order of The Pensions Regulator (“"TPR”) amid concerns as to how the Scheme was belng managed
by the former trustees and, further, that members may have been victims of a pensions scam,

A Statement of Investment Principles {“SIP*) dated September 2020 was prepared by the Trustee
and published on 30 September 2020, to comply with Section 35 of the Pensions Act 1995 as
amended by the Pensions Act 2004 and the Occupational Pension Schemes (investment) Regulations
2005 as amended by the Occupational Pension Schemes {Investmant} {Amendment) Regulations
2010 and the Occupational Pension Schemes (Charges and Governance} Regulations 2015.

The SIP was updated in October 2022, which was In force for the remainder of the Scheme Year. The
Scheme's assets have been invested in line with the SIP and Investment Strategy over the peried.
The SIP was further updated in May 2023. No SIP was In place prior to 30 September 2020, due to
the particular circumstances of the Scheme, as outlined below.

The Scheme appointed Advisory Investment Services Limited (“AlS”) as Investment Adviser In the
Scheme Year ended 31 March 2021 and AIS has remained in this role during the current Scheme
Year.

This Statement has been prepared In accordance with the Disclosure Regulations, in as far as it has
been possible to do so, given the ¢lrcumstances of the Scheme.

BACKGROUND OF THE SCHEME

Prior to Dalriada’s appointment as Trustee, the former trustees had invested Scheme assets in
inappropriate and unorthodox investments, without taking appropriate advice, as required by
pensions legislation. These assets were generally illiquid and/or of uncertain value.

Therefore, the Trustee’s aim is to recover what funds It can for members, resolve any associated tax
or legal issues and, thereafter, to allow members to transfer the value of their pension pots to
alternative, more appropriate arrangements and wind-up the Scheme. Given the irregular nature of
the Scheme, the time frame for this is uncertain and may extend to a number of years.

In so far as It Is possible to do so, the Trustee Invests the avallable assets to secure a return over
cash, with a lower level of risk. The tolerance to capital losses is minimal, accepting there will be
drawdowns on the capltal value, not least to meet ongolng expenses.

The SIP and this Statement only apply to those assets that the Trustee has been able to recover and
realise, such that they are capable of being invested in accerdance with the SIP. If the Trustee is able
to recover and realise these unorthodox investments, such funds will be Invested in line with the SIP.

Under appiicable legislation, the Scheme is a deflned contribution (“DC") scheme, for the purpose of
this Statement. The Trustee's investment powers are set out In the Trust Deed and Rules and
subsequent amending deeds. The SIP is consistent with those powers.

In this Statement we seek to:

s set out the Trustee’s investment policies as per the SIP;



comment on the voting and engagement behaviour and how the Trustee’s policy has been
followed during the Scheme Year;

comment on the review of the SIP, including any changes to the SIP during the Scheme Year;
and

set out how, and the extent to which, the SIP has been followed during the Scheme Year.



Trustee Investment Policies

Generally, the ultimate objective of any (legitimate) penslon scheme is to provide an Income in
retirement for its members which reflects the level of funds paid into members’ individuat accounts
and the returns achleved from the Investment funds held,

This section sets out the policies in the SIP in force at the Scheme year end, relating to the followlng:

o Financlally Material Considerations for the Investment Strategy
* Non-Financial Matters

s Stewardship {Voting and Engagement)

¢ Investment Manager Arrangements

FINANCIALLY MATERIAL CONSIDERATIONS FOR THE INVESTMENT STRATEGY

The Trustee has, to the extent possible given the particular circumstances of the Scheme, considered
financially material factors such as environmental, social and governance (‘ESG’) Issues as part of the
investment process to determine the investment strategy over the length of time it is anticipated
the Scheme will remain ongoing.

The Trustee believes that, to the extent possible given the particular circumstances of the Scheme,
financially material considerations (Including climate change) are allowed for when setting the
investment strategy.

To Invest In the best financial interests of the beneficlaries, the Trustee has elected to invest realised
assets through pooled funds. The Trustee acknowledges that it cannot directly influence the
environmental, soclal and governance policles and practices of the companles in which the pooled
funds Invest or of the unorthodox investments held by the Scheme. However, the fund managers
and the investment consultant are expected to take account of financially material considerations
when carrying out their respective roles.

The Trustee accepts that the Scheme’s assets are subject to the investment managers’ own
philosophy and processes to ESG issues. The Trustee will assess that this corresponds with its
responsibllities to the beneficlaries of the Scheme with the help of its Investment consultant.

An assessment of the ESG and responsible investment policies forms part of the manager selection
process when appointing new managers and these policies will also be reviewed regularly for
existing managers with the help of the investment consultant. The Trustee will only invest with
investment managers that are signatories for the United Nations Principles of Responsible
Investment (UN PRI’} or other similarly recognised standard.

The Trustee will monitor financlally materlal considerations through the following means:

» Obtaln training where necessary on ESG conslderations in order to understand fully how ESG
factors, including climate change, could impact the Scheme and its investments;

e Use ESG ratings information to assess how the Scheme's investment managers take account
of ESG issues; and

e Request that all of the Scheme's investment managers share information about thelr ESG
policies and details of how they Integrate ESG into their investment processes, via its
investment consultant.



If the Trustee determines that financially material considerations have not been factored into the
investment managers’ processes, it will take this into account on whether to select or retain an
investment manager.

The Trustee has not considered non-financlally material matters in the selection, retention and
realisation of Investments.

The Trustee's policy on the exercise of rights attaching to investments, including any voting rights, is
that these rights should be exercised by the investment managers on the Trustee’s behaif, having
regard to the best financial interests of the beneficiaries.

The investment managers should engage with companies to take account of ESG factors in the
exercise of such rights as the Trustee belleves this wlll be beneflclal to the flnancial interests of
members over the long term. The Trustee will review the investment managers’ voting policies, with
the help of its investment consultant, and decide if they are appropriate.

The Trustee also expects the fund managers to engage with Investee companles on the capital
structure of those companies and thelr management of conflicts of interest.

If the policies or level of engagement are not appropriate, the Trustee will engage with the
investment managers, with the help of its investment consultant, to influence the investment
managers’ policy. If this fails, the Trustee will review the investments made with the investment
manager.

The Trustee has taken into consideration the Financial Reporting Council’s UK Stewardship Code and
expect investment managers to adhere to this where appropriate for the investments they manage.

The Trustee, after considering suitable advice from the Investment Adviser, appointed BlackRock
and Legal & General Investment Management as the managers (“Investment Managers”) of the
assets held by the Scheme, all of which are held on the Mobius Life investment platform {*Mobius").

The investment managers are authorised and regulated by the FCA and are responsible for stock
selection, asset allocation and the exercise of any voting rights. All the managers are remunerated
by fund-based charges on the value of the Scheme’s assets that they hold.

Incentives to align investment managers investment strategy and declsions with the Trustee’s
policles

The Scheme invests in pooled funds. The Trustee acknowledges the funds’ investment strategy and
decisions cannot be tailored to the Trustee’s policies. However, the Trustee sets its investment
strategy and then selects managers that best suits its strategy, taking into account the fees being
charged, which acts as the fund managers’ incentive.

The Trustee uses the fund objective/benchmark as a guide on whether the fund’s investment
strategy is belng followed and menitors this regularly.

Incentives for the Investment manager to make decisions based on assessments about medium to
long-term financial and nonfinancial performance of an issuer of debt or equity and to engage
with Issuers of debt or equity In order to improve their performance in the medium to long-term
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The Trustee selects managers based on a varlety of factors including investment philosophy, and
process, which it belleves should include assessing the long term financial and non-financial
performance of the underlying company.

The Trustee also considers the managers voting and ESG policies and how it engages with the
company, as it believes that these factors can improve the medium to long-term performance of the
investee companies.

The Trustee will monitor the fund managers’ engagement and voting activity on an annual basis as
they believe this can improve long term performance. The Trustee expects their managers to make
every effort to engage with investee companies but acknowledges that their influence may be more
limited in some asset classes, such as cash and bonds, as they may not have voting rights.

The Trustee acknowledges that in the short term, these policies may not improve the returns it
achleves, but do expect those companies with better financlal and non-financial performance over
the long term will lead to better returns for the Scheme,

The Trustee believes the annual fees paid to the fund managers incentivises them to execute their
investment policies consistently, as the longer the units are held the larger the income to the
investment manager.

If the Trustees feel that the fund managers are not assessing financial and non-financial performance
or adequately engaging with the companles they are investing in, it will use these factors in deciding
whether to retain or terminate a manager.

How the method {and time horlzon) of the evaluation of the asset manager’s performance and the
remuneration for asset management services are In line with the Trustee’s policles

The Trustee reviews the performance of each fund quarterly on a net of fees basis compared to its
objective.

The Trustee assesses the performance periods of the individual funds over at least a 3-5 year period
or over a market cycle, if appropriate, when locking to select or terminate a manager, unless there
are reasons other than performance that need to be considered.

The fund managers’ remuneration is a percentage of the assets held In each fund so the amount
each manager receives is based upon the value of assets held with them. The remuneration paid out
by the Scheme will depend upon the asset allocation. The charges are considered as part of the
manager selection process. The charges are monitored regularly with the help of its investment
consuitant to ensure they are in line with the Trustee’s policles for each fund. The Trustee believes
that its and each fund manager’'s goals are aligned.

How the Trustee monitors portfolio turnover costs Incurred by the asset manager, and how they
define and monitor targeted portfolio turnover or turnover range

The Trustee monitors the portfolio turnover costs on an annual basis.

The Trustee defines target portfolio turnover as the average turnover of the portfolic expected in
the type of strategy the manager has been appointed to manage. This is monitored on an annual
basis.

The Trustee has delegated the responsibility of monitoring portfolio turnover costs and target
portfolio turnover to their investment consultant.



The duration of the arrangement with the asset manager

The Trustee plans to hold each of its investments for the period which the Scheme expects to remain
ongoing, but will keep this under review.

Changes in investment strategy or change in the view of the fund manager can lead to the duration
of the arrangement being shorter than expected.



Stewardship - Voting and
Engagement

The Trustee Is required to disclose the voting and engagement activity over the Scheme year, where
applicable. The Trustee requested the Scheme’s Investment Adviser to obtain voting and
investment engagement information from the Investment Managers (LGIM and Blackrock) on the
Scheme’s behalf.

This statement pravides a summary of the key infermation provided by the Investment Managers to
the Investment Adviser In relation to the Scheme Year.

VOTING AND ENGAGEMENT ACTIVITY

The Trustee’s policy in relation to stewardship is set out on page 8 of the SIP in piace for the current
Scheme Year (page 9 of the current SIP).

As the Scheme’s investments are exclusively in cash and bond funds, with no voting rights, there was
no voting activity to report.

Should the Investment Strategy of the Scheme {and the SIF} be amended In the future to include an
element of listed equities or other assets that carry voting rights and afford fund managers the
opportunity to engage with investee companies, the Trustee will work with its Investment Adviser
and investment Managers in relation to providing information regarding voting and engagement
activity in future implementation statements.

For completeness, as the Scheme’s investments carry no voting rights, no “significant votes” have
been Identified or voted on over the course of the Scheme Year,

MANAGER ENGAGEMENT INFORMATION

The Trustee believes that an important part of responsible oversight is for Investment Managers to
engage with the senior management of investee companies on any perceived risks or shortcomings
- both financial and non-financial ~ relating to the operation of the business, with a specific focus on
ESG factors. As such, it expects the Scheme'’s Investment Managers to engage with investee
companles where they have identified any such issues.

The engagement actlvity was requested from all of the Scheme’s Investment Managers, where
appropriate,

LGIM

LGIM have provided the summary overleaf of the engagement activity for thelr Short-Dated Sterling
Corporate Bond Index Fund.
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In relation to this fund, LGIM also provided the below summary of their key ESG metrics.
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The LGIM Cash Fund has limited potential for engagement activity, but LGIM still provided a

summary of ESG activity for said fund

, as detailed overleaf.




Key ESG metrics'
Carbon _ 3 Weighted averege 3
0.3 Gmonthohangs ¥ . 35 Smonthchange ¥
Exthuding R ) ERgihiDuy=esit { S Eligiifigymws
b oo £ il Elighhle coverage? L Eligibls covarage™™r®
R Total coveragensss L sl Total coverage=
]
64-0 & month changs A ' 343-6 6 month change A
: . Elighitiy== ! Eligiifitysrios
= B = o
Lo Totzl coviraget=a | Total coveragersisa
Total carbon umlnionl'_ N Imphied temperaturs alignmant®
fi
Excluding Scope 1 Seope?
povereigns” 102 Boi 90-3 . 1.9"0 ¢
i '
e o
| Wit daf v
Carbon reserves™ Climate Value at Risk (VAR)
ﬁ . H - :I.I_I:,:.:._..,.I,.._. ..1 L L'I,rlf Ir. ..._.: “.- :, : I,, ..1.|...j I_:._
Iveere o D Terw Tihaisry " i Tl prireadengg e NIRRT
toaryaes O & e £ 1 e bl 3 s al kel P Lk FLU I Pl 6 Al
ol i Ty Do S gty aoorpeSscl s B L OF s Rnndeg

lackro

As with the previous reporting period, Blackrock were unable to provide fund level engagement
information In respect of the Sterling Corporate Bond 1-5 years Fund. However, Blackrock did provide
the Investment Adviser with an asset-level engagement report, in respect of their Sterling Fixed
Income funds {in line with the information provided in the previous reporting period). However, this
report detailed engagement information for the year 2021-22, The Investment Adviser has asked
Blackrock to forward the report covering the year 2022-23 as soon as it is available.

in the 2021-22 period, the Blackrock Investment Stewardship (“BIS”) team had a total of 3,693
engagements and voted on more than 173,000 proposals, across over 2,460 individual companies.

The Blackrock report notes that they have been encouraged by the progress made by the 1000+
companies in its “climate focus universe”, with 291 demonstrating marked progress in climate
disclosures. The report provided states that Blackrock is an active participant in the capital markets,
but specific examples In relation to the Sterling Corporate Bond 1-5 years Fund were not available.

Blackrock have also produced a set of Global Principles, which set out the core eiements of
corporate governance that gulde their investment stewardship activities globally. The Global
Principles were updated for 2022 to include climate risk, board diversity, sustainability reporting,
ESG in executlve compensation and changes to corporate form. The engagement report notes that
the BIS team actively encouraged companies to Improve their climate action or disclosure, and on
234 occasions voted to signal concerns about these Issues. BIS also did not support the election of
176 directors due to climate-related concerns.

OUTSTANDING INFORMATION

This section sets out the status of outstanding information the Investment Adviser has requested,
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While Blackrock provided information at an asset class level, they did not have data at the fund level.
This position was the same in previous reporting pericd. The investment Adviser has again
encouraged the Blackrock Investment Manager to produce fund level reports in the future.

As the Scheme’s Investments are exclusively in cash and bond funds, with no voting rights, there was
no voting activity to report. For completeness, as a result, no “significant votes” have been
identified or voted on over the course of the Scheme Year.

LGIM were able to provide fund specific summaries in relation to engagement and ESG metrics, for
both the cash and bond funds. Understandably there was no engagement information in relation to
the LGIM Cash, given the nature of the fund. In relation to the Bond Fund, the LGIM summary
indicates that engagement again focused heavily on ESG issues, with climate change being the most
signiflcant engagement topic.

While the nature of the Scheme’s portfolio does not lend itself to high levels of voting and
engagement activity, the Trustee will continue to review the information provided. As this is only
the second year in which engagement information has been provided, it is difficult to critically
analyse how effective the Investment Managers have been with thelr engagement.

The engagement and ESG metric information provided by LGIM for the current perlod, when
compared to the information provided in the last reporting period, shows the following in relation to
the Bond Fund:

¢ The total number of engagements are slightly lower (131 this period c.f. 139 last period}, but
overall the difference is not significant, with 43% of eligible fund value engaged (c.f. 45% last
period).

» Climate change and remuneration remain the top engagement topics, with engagement on
corporate strategy replacing energy in the top flve topics.

e The ESG metrics show an increase from 32.3% to 33.7% for climate engagements.

e Green revenues have increased very slightly {2.5% this period c.f. 2.4% last period}, but the
percentage of the fund engaged in the Science Based Targets initiative has increased from
37.1% to 39.5%.

o Headline nominal statistics relating to carbon footprint, carbon intensity and carbon
reserves have all increased since last year, but it is unclear whether these nominal figures
are directly comparable. The fund trends for these carbon statistics all show a downward
trend over the last 6 months, of -37.6%, -37.1% and -32.6% for carbon footprint, carbon
intensity and carbon reserves, respectively.

The ESG metrics in relation to the LGIM Cash Fund are unchanged from the previous reporting
period.
The information provided by Blackrock does not assist with a critical analysis at 2 fund level.

The Scheme’s Investment Adviser will seek any outstanding information and will agree a way
forward on any actions identified with the Trustee should this information hecome available.
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Review and Changes to the SIP
during the Scheme Year

The Scheme did not have a SIP In place prior to September 2020. The SIP that was prepared in
September 2020 was updated in October 2022. As such, both SIPs applied over the Scheme Year.
The SIP was reviewed in May 2023 by the Investment Adviser and comfort provided that all areas
remalned relevant. Coples of the SIPs can be found here.

The Trustee prepared and signed the current SIP In May 2023, complying with all the legislative
requirements including the requirements on clarifying and strengthening trustee dutles that came
into force on 1 October 2019, as well as other changes that came Into force on 1 October 2020. The
Scheme’s assets, excluding the inappropriate assets, were invested In January 2021 in line with the
September 2020 SIP .

The SIP sets out the Trustee’s poiicies relating to:

e Investment strategy;

s Types of investment;

¢ Balance between different types cf investment;

s Expected return on investments; Realisation of investments; and
¢ Risks.

Full details of these policies can be viewed in the SIP {linked above).

In order to comply with the requirements on clarifying and strengthening trustee duties (that came
into force on 1 October 2019), the Trustee also set out the following In the SIP:

&+ how they take account of financially material considerations over the appropriate time
horlzon of the investments, including those arising from ESG considerations, including
climate change;

e thelr policies In relation to the stewardship of the Investments, including engagement with
investee firms and the exercise of the voting rights associated with the investment, where
applicable; and

¢ The Trustee decided not to set a policy for non-financial matters in the selection, retantion
and realisation of Investments. Whilst the Trustee believes It looks out for the best interests
of the members, they have not yet explicitly taken into account the member views on ESG or
ethical views due to the particular circumstances of the Scheme,

In order to comply with the requirements on investment manager arrangements as well as policies
on engagement and stewardship {that came into force on 1 October 2020), the Trustee set out the
foliowlng in the SIP:

* Arrangements with any asset manager, including incentives, remuneratlon, performance
evaluation, portfolio turnover and duration of the arrangement.

» How they monitor the investee company on capital structure and how they manage actual
and potential conflicts of Interest in relation to their engagement.

¢ The Trustee also set out how they would monitor financially matarial considerations.
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The Trustee remains of the view that all of the above policies will help deliver long-term value for all
members.

During the Scheme Year, In response to the Impact of the Covid-19 pandemic, disruptions to supply
chains and Inflationary pressures, and the consequent volatllity in the financial markets, the Trustee
sought the advice of the tnvestment Adviser to confirm the suitability of the SIP and associated
investment strategy.

The primary alm of the Investment strategy was to avoid default risk whilst achlieving a return above
that available on cash. The strategy was created for a benign economic environment, with relatively
stable Inflatlon and Interest rates.

Given the higher-than-expected volatility in the market, the Trustee {with the advice of the
investment advisor) decided to reduce the exposure of the Scheme to the current corporate bond
funds and increase the proportion of funds invested in cash, based on the Scheme's expected time
to wind-up. The timescale for the winding-up of the Scheme is uncertain, but the wind-up will begin
after a successful application to the Fraud Compensation Fund {“FCF”) has resulted in compensation
being paid to the Scheme.

Given the estimate that the Scheme was 2 years from a possible wind-up, the Scheme’s exposure to
corporate bonds was reduced and the proportion of funds held In cash increased.

This amendment to the strategy was agreed by the Trustee, further to the advice of AlS, and
Implemented by Moblus. The update to the SIP in October 2022 reflected this amendment to the
strategy and can be found via the link above.
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Compliance with SIP during
the Scheme Year

The Trustee is of the opinion that the SIP (I.e. the SIP dated September 2020 and the updated SIP
dated October 2022) has been followed over the Scheme Year. The actions taken over the year in
compliance with the SIP are as follows:

14

The Trustee has monitored the investments via reguiar reviews with the Investment Adviser
to ensure that this objective is being met. This Includes areas such as manager performance,
fees and costs, as well as overall governance costs. Mobius also provide quarterly reports
that have been reviewed by the Trustee and the investment Adviser going forward.

The ongoing monitoring of the investments identified that the volatility in the financial
markets — due to the pandemic, supply chain disruptions and inflationary pressures —
required an amendment to the strategy to help reduce the volatility In the Scheme’s
portfolic. The Trustee sought appropriate advice from the Investment Adviser and decided
to reduce risk by increasing the proportion of cash held in the portfollo. This action was
taken In accordance with the objectives of the SIP and a consequence of the ongoing
monitoring performed by the Trustee and Investment Adviser.

Prior to investing the Scheme’s funds in January 2021, the Trustees engaged with the
Investment Adviser at length and obtained advice as to the most appropriate funds and
Investment Fund Managers to best Implement the Investment Strategy. The Investment
Adviser considered the performance of varlous funds and fund managers, Including the costs
of the funds, the fund managers’ philosophy, the underlying assets of the funds, before
recommending the chosen Investment Managers. The managers were also selected as they
are UN PRI signatorles. The Trustee is of the opinion that the manager selection exercise
satisfied the requirements of the SIP and the conclusions remain appropriate following
subsequent reviews with the Investment Adviser during the Scheme Year.

Implemented the Investment Strategy In line with the Scheme’s SIP and the advice of the
Investment Adviser. The primary objective of the investment Strategy is to provide a
reasonable, stable investment portfolio, that targets some return over cash whilst protecting
against further capital loss. investing in the funds detailed above was in line with this
objective and also ensured that the Investment Strategy of the Scheme is consistent with
relevant legislation/regulations, the Scheme’s Trust Deed and Rules and best practice. The
requirement to include diversification in the portfelio was also satisfied by the
implementation.

The Scheme’s Investment Adviser has been able to obtain engagement and ESG information
from the Investment Managers, which has enabled the Trustee to consider and review these
requirements in line with the SIP. While the information provided Is limited by the nature of
the Scheme’s fund portfolio, the Trustee Is of the opinion that the requirements of the SIP in
relation to voting, engagement and ESG have been met.



Conclusion

The Trustee is of the view that the Scheme’s SIP {l.e. the SIP dated September 2020 and the updated
SIP dated October 2022) has been followed during the Scheme year.

As identified in this Statement, the Trustee implemented an amendment to the investment strategy
in response to the volatility in the financial markets over the course of the Scheme Year. The SIP was
amended In October 2022 to reflect this agreed change in approach.

With the input of the Investment Adviser, the Trustee will continue to review the Scheme’s
Investments on a quarterly basis and take action should the Investment Objectives and other SIP
policies not be met.
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Introduction and Background

This statement has been prepared in accordance with regulation 23 the Occupational
Pension Scheme (Scheme Administration) Regulations 1996, as amended (the
"Administration Regulations”), and having taken account of the related guidance from
The Pensions Regulator ("TPR"), most recently updated in March 2022, when considering
the various aspects of the operation of the Scheme on which we are required to report to
members,

It relates to the Mendip RBS (“the Scheme™) and covers the perlod from 1 April 2022 to 31 March 2023.
This statement will be published cn a website made avallable to members,

Conslideration has also been given to TPR’s ‘A quick guide to the chalr’s statement’ and to the Department
for Work and Penslons gulde on ‘Reporting of costs, charges and other information’, both published In
September 2018,

Matters In relatlon to the Scheme are considered by a dedicated committee of the Dalrlada Trustees Limited
("Dalriada") Board, which meets at least four {imes a year. However, Issues are alsc considered on an ad
hoc basis between committee meetings. The Scheme has a dedicated client manager, alongside a project
rmanager, who ensures anything requiring attention by the committee Is communicated, and acted upon, in a
timely manner,

As you are aware from the Announcements issued to members since its appointment, Dalriada was
appointed as trustee to the Scheme by TPR amid concerns that the Scheme was not belng properly run and
In order to protect the Interests of its membership. In addition, there were concemns that the Scheme was
belng used as a vehicle for pension liberation This has presented Dalriada with several challenges around
governance. Nevertheless, this statement is a legal requirement and, as such, can serve as a useful
reminder of the issues faced by Dalriada and, where it cannot meet certain governance obligations, I have
explained why that It Is the case.

The powers and duties exercisable by Dalrlada in its capacity as trustee are to the exclusion of all other
trustee of the Scheme. Therefore, Dalriada Is effectlvely the sole trustee of the Scheme.

The Scheme was used, principally, as a vehicle to allow members under the minlmum retirement age of 55
access to their pension funds by way of a loan,

The Scheme had a single Investment belng the Investment in preference shares issued by Hedge Capital

Investment Group plc (later Limited) (HCIG). Loans to members were made by another Group company,
Hedge Capital Limited, (HCL) which, In tum, was funded by way of a loan from a further Group company,
Hedge Capital Investments Limited (HCIL), a company wholly owned by HCIG.

These loans were considered to be unauthorised payments by HMRC which has resulted in HMRC Iissuing
provislonal assessments for significant tax charges against both the Scheme and its members.

As well as apparently providing the funds to ioan back to members, HCIL also invested funds in other
unusual and high-tisk investments.
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Following its appointment, Dairlada took legal action against the various Hedge companies. In the autumn of
2016, a settiement agreement was reached with the various parties invoived with the various Hedge
companles. The key terms of the settlement were:

o Dalriada took ownership of the varlous Hedge Companies, with the exception of HCL (the company
that made the loans).

» HCL was placed into Administration and KPMG (subsequently Interpath Advisory following KPMG’s sale
of its UK Restructuring business) were appointed as Adminlistrators.

s All legal action was discontinued and agreement was reached on payment of costs to HCL's legal
advisers,

An application was then made to Court to have the terms of the settlement sanctioned. The application was
heard in May 2017. This hearing was held In private, but we can confirm that the Court approved the
intended settlement, which enabled Dalrlada and the Hedge entltles (as well as Mr Woodward, a previous
trustee and director of the Scheme sponsor) to proceed with Implementing the steps required under the
terrns of the settlement,

In addition to the main settlement with HCL, Dalriada also reached agreement with another party who had
invested funds in HCIG. However, as previously reported to members, this party’s investment was small
relative to that of the Scheme.

Foliowing the Court sanctlon and the conclusion of the settlement between Dalriada and the varlous Hedge
entities, all funds held In cash by HCIG totaling £4,495,551 were returned to the Scheme,

Dalriada appointed Andrew Conquest as director to each of the following companies -HCIG, HCIL, Hedge Tax
Mitigation Limited (HTML) and Hedge Capital Markets Limited (HCML).

HCML was a dormant company and was dissolved.

HCIG, HCIL and HTML were placed into voluntary liquidation on 27 November 2017 and KPMG (now
Interpath) appolnted as liquidators of each of the companies on B December 2017.

It was always the Intention that, once the settlement was achleved and Dairiada took ownership of the
various Hedge companles, it would look to strip away the corporate structure and look to identify, and place
a value on, the assets underlying the companies, In particular HCIL,

As we have reported previously, Dalriada is aware of some of these underlying investments, which include a
mobile learning application for phones and tablets and an investment linked to Brazillan teak plantations.
Whilst any recovery is now In the hands of Interpath as liquidators, it was always anticlpated that there
would be little value In these investments.

Dalriada Is also aware that a significant sum was pald to Sustainable Wealth Group. Investments in
Sustalnable Wealth Group were promoted by Forenslc Revlew, a company offering cash Inducements for
members to trensfer. Forensic Review was under Investigation by the FSA (now FCA). Sustainable Wealth
itself entered administration following an application by the Serious Fraud Office. Over £2m of funds was
transferred to the US without the knowledge of HCIL and Dairiada supported legal action for recovery of
these monles.

Dalrlada understands that, ultimately, the monles were returned to the UK and were to be Included in the
general Sustalnable Weaith liquidation. Whether there was ultimately any recovery was a matter for
Interpath, however Interpath have now concluded there was no prospect of any recovery from this particular
Investment.

e W G Contents | 4



Finally, as commented above, a significant sum had been used to provide unsecured personal ioans. It was
hoped that this foan book might have some value. However, the Administrators (inltlally KPMG and
subsequently Interpath) identifled a number of Issues with the loans that would have needed to be corrected
if it was going to be possible to reallse any value In the loan book. Dalriada considered with the
Administrators the options In this regard, together with the assoclated costs, and determined that the costs
that would be incurred in correcting the issues would likely outwelgh the value obtained in ‘selling’ the loan
book to a third party, with, as a result, no benefit to the Scheme. Glven that, the loan book has been written
off as of nil value,

Interpath, In thelr capacity as both Administrators of HCL and Liquidators of various of the other connected
Hedge companies, had a number of powers with regard to recovery of assets and investigation into the
actions of the previous directors. Whilst it had been hoped that the liquidations of the various entitles would
have been completed by the end of 2021, this did not happen. The liquidation of HCL has been concluded
and HCL was dissolved on 21 October 2022, An amount was received from Interpath by way of final dividend
in respect of the ‘prescribed part’ element of the distributions for HCL, amounting to £25,587.

On 24th July 2023, the residual claims against third parties were assigned back to Dalriada allowing them
the option to pursue these claims should it be considered cost effective to do so. To the extent that the
Administrators / Liquidators did not consider it cost effective to pursue these claims, It Is unlikely that
Dalrlada wlll elther, but, by asslgning the claims back, the option remalns avallable should, for example, new
information come to light.

Dalriada, as a Trustee to the Schemes, Is by far the major creditor. In October 2021, an estimated outcome
statement was produced that suggested some £396,000 will eventually be retumed to the Schemes on
completion of the Administration and connected Liquidations, of this amount around £127,000 could be
returned to MendIp Retirement Benefit Scheme.

During the year, the day to day oversight of the Scheme’s investments was delegated by the Trustee to the
Investment Adviser, Advisory Investment Services Limited and, following advice on Investment strategy
from Advisory Investment Services, the majority of the Scheme's liquid funds were Iinvested In Legal &
General and Blackrock funds, vla the Mobius platform.

Dalriada wlll keep members Informed by way of further Announcements, regarding any recoveries made.

As reported in our announcement to members in November 2020, there has been a significant Court
declision that determined pension schemes like the Scheme were able to make clalms on the Fraud
Compensation Fund (*FCF"). Dalriada has since been working with the Penslon Protection Fund (“PPF"), who
manage the FCF.

The FCF Is open to claims by occupational pension schemes that have suffered a loss as a result of an act of
dishonesty. Dalrlada Is working with the PPF to agree the precise steps that need to be taken In order to
submit a formal application on behalf of the Scheme.

The overall process may take a number of years to conclude. Evidence will need to be assembled to show
where dishonesty has taken place, and Dalriada will need to resolve any question of tax Issues for the
Scheme with HMRC.

The FCF Is a fund of last resort and Dalrlada will need to determine with the PPF at what point this test s
met, to the extent that we continue to pursue recovery of assets.

Member and financlal information must alse be analysed to quantify the amount of any clalm and there are
additional technical steps that will need to be taken in order to quallfy the Scheme for compensation.

Whilst these developments around the FCF are positive and potentially good news for members, at this time
we cannot say for certaln that any claim will ultimately be successful,



Dalrlada wiil keep members Informed of any progress by way of further Announcements.
Default arrangement

A number of requirements of the Administration Regulations relate only to a “default arrangement” as
defined In the Occupational Pension Schemes (Charges and Governance) Regulations 2015.

The Scheme does not have a default fund for ongoing accrual. It Is not a gualifying scheme within the
meaning given by sectlon 99 of the Pensions Act 2008. The Scheme Is not used to meet any auto-enrolment
oblligations and no contrlbutions are being paid into the Scheme. The Scheme’s assets are made up solely
by way of member transfer payments Into the Scheme,

The Scheme did not, and does not, offer a Default Lifestyle Strategy.

The Scheme did not offer members any choice as to how thelr funds were invested, funds being used to
secure preference shares In HCIG. Alongside the loans to members, funds were invested by HCIL (a
subsldiary of HCIG) In unusual, high-risk and largely llliquid Investments. The ultimate value of the
Investments made by HCIL will be determined by the Administrators (Interpath). As such, In Dairlada’s view,
there has never been an appropriate default investment arrangement.

The purported investments made by the previous trustee(s) were not made acting upon the
recommendation of any appropriately qualified advisor.

As has been reported In previous Chair Statements, Dalrlada took appropriate advice to determine a suitable
investment strategy for the liquld funds held by the Scheme. The Scheme has employed a low-risk
investment strategy to account for the illiquidity of the remalning Investments made by the previous trustee.
The current strategy reflects Dalriada’s intention to wind-up the Scheme as scon as It Is able and transfer
any remalning member funds to a more suitable arrangement. The current strategy (beyond the first
£85,000 (or such sum as the Trustee estimates will be required to meet the costs of the Scheme) which will
be held 100% In cash), Is to hold 90% in short-dated corporate bonds and 10% in cash.

Dairlada wlll take continue to take appropriate advice to review the investment strategy from time-to-time
and to determine whether it remains sultable for the Scheme.

This Chalr's Statement, and other information, is published on a dedicated Scheme webslte. However as the
assets In the Scheme cannot be fully determined, we cannot produce meaningful annual benefit statements
for the Scheme members. We are therefore unable to comply with the requirement to nctify members in an
Annual Benefit Statement that the relevant parts of the Chair's Statement have been published on the
website.

Statement of Investment Principles (“SIP")

Ordinarily, trustees should prepare a SIP to govern decisions about iInvestments. This is a requirement for
schemes with 100 members or more.

No serviceable SIP existed for the Scheme prior to Dalrlada’s appointment, desplte the Scherme having more
than 100 members.

The day-to-day oversight of the Scheme’s Investments was delegated by the Trustes to the Scheme’s
Investment Adviser, Advisory Investment Services Umited ("AIS”). As laid out above, where some assets
have been recovered, Dalriada has taken appropriate and professional Investment advice to determine a
sultable Investment strategy, and has In place a SIP to reflect that strategy. The SIP was updated In May
2023 and will be reviewed by Dalrlada every three years. Such a strategy reflects Dalriada’s intention to
wind-up the Scheme as soon as It Is possible, giving members the opportunity to transfer any remaining
funds to a more suitable arrangement of their cholce,
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As the unrealised investments are unconventional and predominantly unregulated, they do not comply with
any maximum charge requirements. Dalriada is working to realise Investments where It Is appropriate and
possible to do so.

A statement, known as an Implementation Statement, should be completed for schemes with 100 members
or more. The Implementation Statement sets out key information in relation to the investments made by
the Scheme and their management, includes details on how the Trustee has carried out the principles
contained in the Scheme’s SIP and reports on any changes made to the SIP during the financial year.

The Trustee has produced an Implementation Statement for the financial year ending 31 March 2023,
Coples of the Scheme’s Report and Accounts, SIP and accompanying Implementation Statement are
published on the members’ webslte. The Scheme’s Report and Accounts include the latest Chair Statement.
Dalriada has also produced annual Trustees’ Reports and Financial Statements which are also published on
the members’ website.

Review of default strategy and default arrangements

There Is no default investment arrangement or default Investment strategy In place for the Scheme at the
current time. As such, there has been no review of the default arrangement or default strategy In the year
In question and no previous review for which a date can be given.

Core Financlal Transactions

Trustees have a specific duty to ensure that core financial transactions relating to DC schemes are processed
promptly and accurately. These Include the following:

investing contributions in the scheme

transferring assets related to members Into or cut of the scheme

transferring the assets between different investments within the scheme

making payments from the scheme to or on behalf of the members.

The Scheme does not currently accept contributions or transfers in and is unable to pay any Jevel of benefit,
including transfers values, to members at the present time,

This is due to a number of factors, not |least uncertainty, to date, as to the value of the Scheme’s
investments and the position with regard to potentlal tax charges. Further information on the investments
has been provided in Dalriada’s Announcements to members.

The financial transactions the Scheme does make are primarily in relation to costs.

Unsurprisingly, Dalrlada has been unable to carry out routine administrative actions for the Scheme over the
reporting period. Therefore, there have been no material administration service issues which need to be
reported here.

Notwithstanding this, Dalriada, as a professional independent trustee, has processes and contrels in place
that are suitably designed to ensure any service objectives can be achieved once the Scheme is in a position
to operate In the manner of a normal scheme. Dalrlada’s administrations processes are independently
audlted and accredited under AAF 01/20 and AAF 02/07.

Once Dalriada is in a position to process member beneflt requests these wlil be managed and monitored in
line with Dalriada’s standard SLA levels and targets and formally reported on, on a quarterly basls.



In addition, acknowledging that we need accurate member data for the processing of member benefits,
Dalriada will carry out an analysls of ‘common data’ and ‘scheme specific data’ (as defined by TPR). This
helps us to ensure the integrity of member data that is processed.

We perform monthly bank account recenciliations for all the schemes to which Dalriada is appointed, The
purpese of these reconclliations Is to ensure that all transactlons processed through the bank accounts
{money In and out) can be accounted for. Any transactions which cannot be accounted for are investigated
and corrected if required.

Charges and Transaction Costs

The governance rules require trustees to make an assessment of Investment management charges and
transactions costs borne by the scheme members and the extent to which those charges and costs represent
good value for money for members.

The investment management charges incurred by the regularised scheme Investments are as follows:

Hama Ty AR Effective total
T _[j’f,l_nf'g“r Aljr,:"i“l ”il‘il Mabius Lifa annual fund

Charge Expenses chartje

L&G Cash 0.05% 0.00% 0.04% 0.09%

L&G Short Dated Sterling 0.14% 0.00% 0.04% 0.18%

Corporate Bond

BlackRock Sterling 0.06% 0.015% 0.04% 0.115%

Corporate Bond 1-5 years

The Trustee has calculated the othar charges and, so far as they were able to de se, the transaction costs,
borne by Scheme members for the Scheme Year.

In this context, “charges” means (subject to some specific exceptions, such as charges relating to pension
sharing orders} all administration charges other than transaction costs,

*Transaction costs” are costs Incurred as a result of the buying, selling, lending or borrowing of investments.
Dalrlada has deviated from the approach set out in the statutory guidance for the reasons set out below.

Since Dalrlada’s appointment there have been no transactlons, as no payments Into the Scheme have been
accepted, either by way of contribution or transfers-in. As a result, there have been no transaction costs.

Dalrlada assumed trusteeship of the Scheme vla a bulk appolntment by TPR, when Dalrlada was also
appointed to one other scheme. Both schemes shared (and continue to share) similar characteristics, such
as the previous trustees, administration records and, on occasions, Investments. Where work Is carrled out
that has a mutual benefit to both schemes collectively, the costs will be shared across both schemes.

Under the terms of its appointment, the fees of Dalriada and its advisers fall as debt due from the employer
(or sponsor). However in this case the sponsor was a dormant company with no assets,

In this sltuation the terms of appointment set out that costs {or “charges”) should be met from Scheme
funds.
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Due to the mismanagement of the Scheme by its previous trustees and the subsequent actions taken by
Dairlada since appointment, It is Inevitable that the Scheme has incurred, and will continue to Incur,
significantly higher ongoing costs than would be the case for a similarly sized but conventional scheme.

During the perlod In question, trustee services Incurring costs totalling £72,783 (including VAT) were
provided specifically to the Scheme. These Include third party costs, including legal fees.

Dalriada will continue to confirm to members the amount of costs incurred in subsequent Chair Statements.
In addition, a full set of Report and Accounts has been prepared. These have been audited by an
independent auditor and include an audit of any core financial transactions that have taken place.

“Good value” assessment of charges and transactions

Generally, trustees should assess the extent to which the charges described above represent "good value”
for members during the scheme year, by considering the level of member borne charges against the benefits
attributable to such charges.

Whether something represents good value is not capable of being precisely defined. However, for these
purposes, trustees should consider that charges may be viewed as representing good value for members
where an optimum combination of cost and quality 1s achieved for the whole membership, relative te other
options avallable In the market.

The characteristlcs of the Scheme are unusual and there are no readily avalilable comparators to determine
whether the costs incurred represent good value.

However, the actions undertaken by Dalrlada, beyond those considered necessary for the appropriate
management of the Scheme, are centred on actlon around recovery of funds (Iincluding legal costs). Such
actions are considered on a cost-benefit analysis. Where necessary, Court approval would be sought for the
use of Scheme funds to pay for any legal action.

Dalriada was appointed following a tender exercise by TPR and is subject to ongoing oversight by TPR.

Dalriada’s costs (both for engoing management and regarding action around recovery of funds) are
calculated using a blended charging rate. This rate slts well below Dalrlada’s standard market rates for
senlor staff. The trustee’s legal advisers operate on a similar basls, albeit on a different charging rate.

As commented above, Dalrlada, as a professional Independent trustee, has processes and contrels In place
that are suitably designed to ensure any service objectives can be achieved once the Scheme is in a position
to operate in the manner of a normal scheme. Dalriada’s administration processes are independently
audited and accredited under AAF 01/20 and AAF 02/07.

Once Dalriada Is in a position to process member benefit requests these will be managed and monltored In
line with Dalriada’s standard SLA levels and targets, and formally reported on, on a quarterly basis.

Dalrlada Is required to advise members of the cumulatlve effect over time of the application of charges and
costs on the value of a member's accrued rights to money purchase benefits. In the event of a successful
claim on the FCF, the costs incurred by Dalriada attributable directly or indirectly to dealing with the act(s} of
dishonesty giving rise to the claim can be compensated for as part of the claim. If an FCF claim Is successful,
Dalriada would expect a significant proportion of the costs incurred by the Scheme to date to be compensated
by the FCF.

Consequently, It Is Impossible at this time to provide a meaningful lllustration of the cumulative effect over
time of the relevant costs and charges on the value of the members’ benefits until the level of FCF
compensation for costs incurred is known. When Dalriada is in a position to do so, it will advise members of
the cumulative effect over time of the relevant costs and charges on the value of the members’ benefits,



Glven the nature of the Scheme and the fact that Dairlada was appolnted as Trustee with exclusive powers
as a result of TPR's concerns about the misuse and misappropriation of Scheme funds, and those concemns
having been well founded, the Scheme could not and cannot provide good vaiue to members.

As noted above we cannot produce meaningfu! annual beneflt statements for the Scheme members. We are
therefore unable to comply with the requirement to notify members in an Annual Benefit Statement that the
relevant parts of the Chalr's Statement have been published on the website.

Dalrlada Is working with the PPF to submit a claim on the FCF on behaif of the Scheme. A successful FCF
clalm represents the best possible chance for members to see some element of recovery of thelr beneflts
under the Scheme. The Scheme will need to meet the eliglbility criterta for FCF compensation and
submisslon of a claim, in and of itself, does not mean that compensation will be paid to the Scheme,

Once the FCF claims process is compiete, Dalrlada will wind up the Scheme and secure members benefits
with an alternative registered pension provider, to the extent It is possible to do so.

Value for Members Assessment and Reporting of Net Investment Returns

The Occupational Pension Schemes {Administration, Investment, Charges and Governance) {Amendment)
Regulations 2021 (“the 2021 Regulations) Introduced new requirements for trustees of relevant occupational
pension schemes to carry out a more detailed value for members ("ViM") assessment,

For the purposes of the 2021 Reguiations, the Scheme Is a “relevant eccupational penslon scheme” because
at the date of this Statement the Scheme had total assets worth less than £100 million and had been
operating for three or more years,

A VM assessment should include a comparison of the reported costs, charges and fund performance {net
Investment retumns) for the given scheme agalnst a minimum of three other comparison schemes, as well as
a self-assassment of key scheme governance and administration criteria.

Glven the particular circumstances of the Scheme, and the lack of comparison schemes with which to
usefully compare the Scheme, a more detalled VfM assessment and consideration of the key scheme
governance and administration criterla, Is not possible and would not be meaningful. Furthermore, given
the lack of comparison schemes with invested assets, a comparison of investment returns Is not possible.

In regard to a VfM assessment of the reported investment charges, while we are unable to provide a
comparisen against a minimum of three other comparison schemes, we can confirm that the Scheme'’s
Investment advisor reviews the charges regularly.

In terms of key scheme governance and administration criteria, the particular circumstances of the Scheme
inevitably mean that there are governance requirements that cannot be complled with. Dalrlada keeps a
record of any breaches and duly notifles TPR each quarter.

In terms of administration requirements, the particular circumstances of the Scheme mean that it cannot be
administered In line with common practice and TPR guidance. However, Dalrlada communicates regularly
with members, setting up a webslte for members, a dedicated member helpline and a Scheme e-mail
address, should members have any querles with regard to their membershlp of the Scheme. Dalriada
regularly updates members by way of Announcements, which are published on the members’ website,

However, despite not being able to carry out a detalled VfM assessment In line with the 2021 Regulations,

we are of the view that such an assessment would conclude that the Scheme ceuld not and cannot provide
value for members, given the clrcumstances outlined in this Statement.
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Trustee knowledge and understanding

The Trustee has considered the latest guidance in relation to Chalr Statements from TPR and has ensured
that Its practices reflect the requirements set out. I have set out below how the Trustee ensures It currently
meets the knowledge and understanding requirements of trustees.

DALRIADA TRUSTEES LIMITED ("DALRIADA™)

Dalriada is an independent professional trustee, established in 2003, which has been appeinted by TPR
under section 7 of the Penslons Act 1995 to a significant number of schemes. These appointments have
been as a result of TPR having concerns about the nature and operation of the schemes and the extent to
which the then trustees understood thelr statutory and fiduciary duties and responsibilities. Dalrlada refers
to such schemes as “Regulatory Appointments”. The Scheme Is a Regulatory Appointment.

Dalriada has established a speciallst team drawn, from varlous relevant disciplines within Dalrlada to
manage the governance of these Regulatory Appointments, which we have called the Irregular Schemes
Team.

A dedicated committee - the Irregular Schemes Practice Board (“the Practice Board”) — has been established
by the Board of Directors of Dalriada to oversee the activities of the Irregular Schemes Team In its
governance of this Scheme and other Regulatory Appointments. Care has been taken to ensure that the
membershlp of the Practice Board is such that there is sufficient knowledge and understanding to meet the
requirements set out in sections 247 and 248 of the Penslions Act 2004 and TPR's Code of Practice 7 on
Trustee Knowledge and Understanding.

I have sat out below the membership of the Practice Board, along with a short summary of their skill set and
experience. In addition, it is worth noting that two members of the Practice Board are directors of Dalriada.

Dalrlada operates a team-based appreach, which glves the Irregular Schemes Team access to over 150
pensions and support personnel, with a broad skill set suited to identifying and impiementing the variety of
tasks required to successfully manage the schemes. This includes pension administration experts, an in-
house legal team, fund accountants and investment experts. Whilst the core Irvegular Schemes Team deals
with the majority of matters arising on the Scheme on a day-to-day basis (in conjunction with its appointed
advisers), it can access the speclalist expertise of the wider Dalriada team as and when required,

As far as we are aware, no other professional independent trustee flrm has established and developed a
speclalist team In this difficult and challenging area of trusteeship. The relevant experlence developed by
the Irregular Schemes Team on such cases is unmatched and unrivalled.

THE PRACTICE BOARD
Sean Browes

Sean has been working In the pensions Iindustry since he graduated in 1988. He worked for two major
benefit consultancies in both administration management and consultancy roles, before joining Dalriada In
2003. Sean has a broad range of skills and experlence suited to all areas of pension scheme management.

Sean leads the Irregular Schemes Team, dealing with Dalriada’s appointments by TPR to schemes suspected
of being involved in pension llberation or thought to be scams. He now has a wealth of experience and
knowledge with regard to the unique characteristics associated with the administration and management of
these types of schemes and the challenges they present.
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Sean Is a fully accredited member of the Assoclation of Professional Pension Trustees, has
completed TPR's Trustee Toolkit and holds the Pensions Management Instltute’s Certificate in DC
Governance and Award in Pension Trusteeship (DC and DB). Sean has met all required CPD requirements.

Nell Copeland

Nell is a co-founder of Dalrlada and acts as an Accredited Professional Trustee on some of our most complex
and challenging cases, including our Regulatory Appointments. Neil speclalises In schemes with technically
challenging governance and covenant issues, as well as having over 25 years of experience in relation to
defined beneflt, hybrid, defined contribution, multi-employer and sectionalised arrangements,

Nell spands a significant proportion of his time working on Regulatory Appointments. Like Sean, Nell has
developed conslderable experience of the complex and non-standard Issues faced by the Dalriada team In
managing the Regulatory Appointments. This has included acting as a witness in high profile litigation In
relation to Regulatory Appointments in support of TPR and representing Dalriada In oral hearings before the
Determinations Panel, where Dalriada’s appointment by TPR has been challenged by the incumbent trustees
or other directly affected parties.

Nell is a fully accredited member of the Association of Professional Penslon Trustees, has
completed TPR's Trustee Toolkit and holds the Pensions Management Institute’s Award in Penslon
Trusteashlp {(DC and DB)}. Nell has met all required CPD requirements.

Tom Luklec

Tom Is a director of Dalriada and leads the Dalrlada business across the Midlands. He has broad penslons
experlence with particular expertise in employer covenant and corporate transactions. He has worked with a
range of trustee boards managing scheme assets from c.£5 mlllion to more than £1 billion. Simllarly, he Is
experienced In working with a broad spectrum of spensoring employers from small, owner-managed
businesses through to much larger and complex groups, being elther privately owned or fully listed.

Tom’s experlence, both as an adviser and as an Accredlted Professlonal Trustee, provides particular Insight
Into corporate structures and insolvencles, Where the Investments of Regulatory Appointments Include
shares and/or bonds in, or issued by, corporate entities, an understanding of the accounting and financlzl
structures of these entities is essentlal and Tom provides a wealth of experience in this area.

Tom is a fully accredited member of the Assoclatlon of Professlonal Pension Trustees, has
completed TPR’s Trustee Toolkit and holds the Penslons Management Institute’s Award in Pension
Trusteeship {DC and DB). Tom has met all required CPD requirements.

Brian Spence

Brian is a co-founder and director of Dalrlada. He Is now involved In the provision of a wide range of advice
to pension scheme sponsors and trustees. Brian Is well-known In the pensions Industry for taking a strategic
view in dealing with pension scheme matters and uses his experience to dellver practical solutlons which
satisfy the needs of trustees, employers and other stakeholders. Brian is recognised by TPR and the
pensions Industry as an expert in deallng with contentlous and/or complex issues. He is a lead contact and
"key person” for a number of high-profile trustee appointments.

In addition, Brian has practical experlence of working as a Professional Trustee In all three major legal
jurisdictions of the UK and as a Professional Trustee and advisor in Ireland. Brian has held a UK Scheme
Actuary Practicing Certificate since inception of the role In 1997,

Brian has an in-depth knowledge of legal processes, particularly around testing points of legal principle
related to the operation of pension schemes, often as a result of deficiencies In scheme documentation (a
common Issue with Regulatory Appointments). He alsc has experience In litigation Involving pension
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schemes - where it Is cost effective to do so, Dalriada wiil look to take legal action against the perpetrators
of a scam with the aim to recover misapproprlated assets.

Brian is a fully accredited member of the Association of Professional Pension Trusteas, has
completed TPR’s Trustee Toolkit and holds the Penslons Management Instltute’s Award In Pension
Trusteeship {DC and DB}. Brian has met all required CPD requirements.

Amanda Banlister

Amanda Is a professional trustee with a wealth of experience in the pensions industry. Before jolining
Dalriada, Amanda was a penslons partner in a global iaw firm. She also spent three years in-house at the
Penslon Protectlon Fund In its early years, shaping Its legal approach and gaining wide experience In
pensions policy and Insolvency/restructuring. After leaving, she continued to advise the PPF on secme of Its
highest profile and most complex matters.

Amanda’s experience of working with and advising the PPF Is a valuable asset to the Practice Board, as Is
her significant experience of contentious pensions Issues, including Pensichs Ombudsman disputes. Amanda
also has a strong governance and risk management skillset, with an ability to solve testing problems, which
are strongly aligned with the work of the Practice Board and Regulatory Appointments In general.

Amanda Is a qualified soliciter, has completed TPR’s Trustee Toolkit and holds the Pensions Management
Institute’s Award in Pension Trusteeship. Amanda has met all required CPD requirements.



Knowledge of the trust deed and rules

All documents setting out the trustea’s current pelicles

The Scheme has a dedicated cllent manager who has an in-depth knowledge of the Scheme and its
governing documentation.

At the point of becoming Independent Trustee to the Scheme, a prescribed take-on process was followed.
This included an ass!mliation and review of ali the relevant Scheme documentatlon, Including the trust deed
and rules. The Practice Beard Is made aware of any Issues or risks in relation to the Scheme’s trust deed
and rules as and when they arise, with appropriate action agreed In relation to the issue or risk identifled.
In addition to the knowledge held by the cllent manager and Irregular Schemes Team, the Trustee obtains
legal advice in relation to the Scheme's documentstion, where necessary.

There have been no new trustees Introduced In this reporting period. However, there is an appropriate
induction process In place to suppert new trustees,

A working knowledge of the current Statement of Investiment Principles

As above, the Scheme has a dedicated cllent manager who has an in-depth knowledge of the Scheme and
its governing documentation, Including the SIP. The Practice Board Is made aware of any Issues or risks in
relation to the Scheme’s SIP as and when they arise, with appropriate actlon agreed in relation to the Issue
or risk identified. In additlon to the knowledge held by the client manager and lead Professional Trustee, the
trustees obtain Independent expert advice In relation to the Scheme’s documentation, where necessary.

There have been no new trustees Introduced In this reporting period (there Is an appropriate Induction
process in place te suppoert the addition of new trustees).

Sufficient knowledgse end understanding of the law reisting to pensions and trusts and
understanding of the principles relating to the funding and Investment of occupational schemes

Those Dalrlada staff working on the Scheme are obliged to self-evaluate their learning and development
requirements on a quarterly basls as part of Dalriada’s Internal review process. The process Identifles how
staff can develop thelr knowledge and understanding, as well as where they can share thelr expertise In
order to best support the Scheme. Dairlada staff are also required to comply with their respective tralning
requiraments In order to maintaln a required level of continuing professional education {*CPE") and to
provide evidence of courses, seminars and other types of professional development to satisfy thelr
respective professionzl bodles’ CPE requirements,

Every Professional Trustee Is reguired to undertake a minimum number of hours training each year. This is
recorded centrally by Dalriada’s Human Resources Team and, where appropriate, forms part of staff
personal development plans. This training can Include internal and external courses and attendance at
Industry events, as well as a degree of seif-learning by way of subscriptions to professional publicatlons and
electronic Informatien channels.

Further, every Professional Trustee is required to complete TPR's Trustee Toolkit and subscribes to the
updates Issued by TPR.

Professional Trustees belong to Dalrlada’s knowledge management network which keeps them up to date
with Industry thinklng. They alsc have access to a team of in-house pensions experts who inform the team
about changes to penslons legislation and practices,
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The trustees have access to Pendragon Perspective and Aries - both Industry-leading tools, giving access to
pension legislation.

Dalriada has its own In-house lega! specialists to provide support and guidance to trustees around legislation
and interpretation of scheme documentation. This is further alded by advice from external legal advisers,
which is obtalned when the Trustee feels this reinforcement is necessary to support their own
understanding.

Combined knowledge and understanding, together with avallable advice enables the trustees to
properly exercise thelr function

Dalriada has Informally assessed the skill set and experlence of each member of the Practice Board and the
client team. It has taken Into account the development activities already mentioned, along with the Intemal
resources made available to staff, supplemented, where required, by professional external advice.

The Practice Board understands the need to more formally assess the skills of its members. This is done
using a skills matrix developed for this purpose. Any areas for development flagged during this process will
be addressed as part of the individual’s personal development plan and reviewed throughout the year.

An evaluation of the effectiveness of the Practice Board as a whole Is also carried out.

I consider that the combined knowledge and understanding of the Practice Board and the ciient team
enables them to exercise properly their function as trustee of the Scheme. In particular:

— Members of the Practice Board have the relevant financial knowledge and experience to enable the
Trustee to comply with Its duties in relation to investment of the Scheme’s assets. Tom Lukic's
experience {see above) Is particularly advantagecus In this area.

- There is a vast range of pensions experience and knowledge within the Practice Board and the client
team. This is appropriate to deal with the governance of the Scheme in fine with the trust deed and
rules, along with other scheme documentation. There Is alsc a great deal of experience relevant to
dealing with issues which might be thrown up by the Scheme which require the amendment of scheme
documentation,

— Sean Browes, Nell Copeland and Brian Spence have a great deal of knowledge and experience in relation
to schemes of complex nature, such as this Scheme. This includes schemes where Investments made by
previous trustees are deemed to be highly inappropriate, their administration has been poor and / or the
previous trustees have not had the sufficient knowledge and understanding to be trustees of an
occupational pension scheme.

— Sean Browes and Neil Copeland have many years of experience in the administration of pension
schemes, allowing a keen oversight of the administration of the Scheme.

Member Representation

Dalriada seeks to keep members informed and to facilitate direct access for members to Dalriada by means
of a:

— Dedicated member website;
= Dedicated contact e-mall address; and

= Dedicated phone line.
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Signed for and on behalf of Dalrlada Trustees Limited (the Trustee)

Chairman

Date 06 August 2023
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