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Pennines RBS
Trustees’ Report

Introduction

The Trustees of the Pennines RBS (“the Scheme”) present their report together with the audited financial
statements for the year ended 31 March 2021, The Scheme Is a deflned 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 provisions 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 Eamnings-Related Penslon Scheme) under
certiflcates issued by the Secretary of State for Work and Pensions. Funds derived from contracting out
payments were known 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 willl
be treated as non-protected rights benefits.

The Compliance Statement set out on pages 27 and 28, the Investment Report included as Appendix 1,
the Implementation Statement included as Appendix 2 and the Annual Governance Statement included as
AppendIx 3 form part of this report.

Scheme management
The Trustees are

John Laurence Woodward.
Jennlfer Doris llett.
Dalrlada Trustees Limited.

The directors of Dalrlada Trustees Limited are DN Copeland, RD Fogarty (appointed 30 June 2020),
CM Johnstone, AB Kennett, T Lukic, C] Roberts, BD Spence and V Vassou. The dlrectors of Dalriada
Trustees Limited (“Dalriada™ were appointed in accordance with that company's Memorandum and
Articies of Association.

In accordance with the provisions of the Penslons Act 1995 as amended, The Penslons 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
Penslons Regulator.

Dalriada have appointed external specialists to advise on [egal and accounting matters.

Internal Dispute Resolution Procedure (IDRP)

It is a requirement of the Pensions Act 1995 that all occupational pension schemes must have a dispute
resclution procedure in place for dealing with any disputes between the Trustees and the Scheme
beneficlarles. A dispute resolution procedure has been agreed by the Trustees, detalls of which can be
obtained by writing to Dalrlada Trustees Limited, Linen Loft, 27 - 37 Adelaide Street, Belfast, BT2 8FE or
by download from the members’ website page http://dalriadatrustees.co.uk/pennines-and-mendip or

request by email, address: penninesandmendip@®dalriadatrustees.co.uk

Financial development of the Scheme

The financlal statements of the Scheme for the year ended 31 March 2021 are set out on pages 16 to 24;
the Trustees’ summary of contributions and the Auditor’s statement about contributions are set out on
pages 25 and 26. The financial 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 £396,052 at 31 March 2020 to £316,320 at 31 March 2021.
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Financial development of the Schame (continued)

However, these figures should be read alongside the comments made later in this Report, particularly in
the ‘Investment Report’ section.

Transfers at less than cash equivalent
No transfer values have been paid from the Scheme.

Membership
As at 31 March 2021, 303 members were entitled to benefits from the Scheme.

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

Active Deferred Pensioner
Membership at 01/04/2020 - 303 -
Membership at 31/03/2021 - 303 -

Five members have dled since 2013, this has not been reflected In the membership figures as no
payment has been made In respect of these members.

Penslon Increases
No pensions were paid In the year.

Changes to the Scheme rules
There were no changes to the Scheme Rules during the year.

Governance and Risk Management

Following thelr appointment, Dairiada identifiled a number of concems with the incumbent administrator
(T12), not least the significant charges being levied. Dalrlada gave notice to T12 of termination of their
contract shortly after their appointment, which was resisted by T12 who claimed payment of outstanding
fees in excess of £100,000. This was disputed and resisted by Dalrlada. T12 was subsequently dissolved
on 17 March 2015. Legai advice Is that T12 would aiso extremely llkely to be time barred from issuing
any claim. Glven this, we have not included this money as a potential contingent liabllity In these
accounts.
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Governance and Risk Management {continued)

Other than the funds held in cash in the Scheme's bank account, all monies transferred inte the Scheme
were invested In preference shares In Hedge Capltal Investment Group plc, which later became Hedge
Capital Investment Group Limited. Dalrlada’s concems are set out iater on In this Report in the
'Investment Report' section.

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

Dalriada 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.

Trustes knowiedge 2nd understanding

The Pensions Act 2004 requires trustees to have sufficient 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
benefidaries.

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 8FE.
Emall address panni ndmendi i

The General Data Protection Regulations 2016/679 (Regulations) cover Information which is held
electronically, i.e. computer based information and extend data protection laws to cover paper-based
records held for indlviduals. The Regulations contain restrictions on the processing of special categories of
data as defined in the Regulations, to which individuals must give thelr consent. This category of data can
include information on, for example, the health of a member or marital status.

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

The Trustees 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 partles, as menticned above.

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



Dalriada. A better way

Pennines RBS
Trustees’ Report

Trustees’ report on the Schema’s investments

Other than funds held In cash In the Scheme's bank account, all monles transferred into the Scheme were
Invested In preference shares in Hedge Capltal Investment Group plc/Limited (HCIG). Within HCIG, the
monies were ultimately used for Investment in a range of 'alternative' Investments and to facilitate the
offer of personal loans back to Scheme members.

Dalrlada 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 difficuity in showlng a correct asset value in previous
accounts.

On appointment Dalriada commenced high court action against the previous trustees and the organisers
of the Scheme to seek recovery of the monles pald to HCIG, claiming, not least, that monies were pald In
breach of trust. It also socught, and obtained, a freezing order over the assets of the Hadge companles.

Dalriada's claim 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 settlement of Dalriada
Trustees' claim.

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

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

» Dalrlada tock ownership of the various Hedge Companies, with the exception of Hedge Capital
Limited (the company that made the loans).

» Hedge Capltal Limited was placed into Administration and KPMG (subsequently Interpath Advisory
following KPMG’s sale of Iits UK Restructuring business) were appolnted as Administrators.

» All legal action 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 confirm 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 membaers, thelr Investmeant was small.

Following the Court sanction and the conciusion of the settlement between Dalrlada and the varlous
Hedge entities, all funds held In cash by HCIG totaling £4,495,551 were returned to the Scheme.

Dairiada appointed Andrew Conquest as director to each of the following companies - Hedge Capltal
Investment Group {HCIG), Hedge Capita! Investments Limited (HCIL), Hedge Tax Mitigation Limited
(HTML) and Hedge Capitai Markets Limited (HCML).

HCML was a dormant company and was dissclved,

HCIG, HCIL and HTML were placed into voluntary liquidation on 27 November 2017 and KPMG (now
Interpath) appointed as liquidators of each of the companies on 8 December 2017,

It was always the intention that, once the settlement was achieved and Dalrlada took ownership of the
various Hedge companiles, 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 Brazilian teak
plantations. Whilst any recovery Is now in the hands of Interpath as liquidators, it was always anticipated
that there would be little value In these Investments.
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Trustees’ report on the Scheme’s investments (continued)

Dalrlada s also aware that a significant sum was paid to Sustainable Wealth Group. Investments in
Sustalnable Wealth Group were promoted by Forensic Revlew, a company offering cash inducements for
members to transfer. Forensic Review was under investigation by the FSA (now FCA}. Sustalnable
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 Dalriada 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 unlikely that there
will 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 (Initially KPMG and
subsequently Interpath) |dentified a number of Issues with the loans that would have needed to be
corrected if it was going to be possible to realise any value in the loan book. Dalriada considered with the
Administrators the options in this regard, together with the associated 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, no benefit to the Scheme. Glven that, the loan book will
effectively be abandoned.

Interpath, In thelr capacity as both Administrators of Hedge Capital Limited and Liquldators of varlous of
its holding companles, have a number of powers with regard to recovery of assets and Investigation Into
the actions of the previous directors. Dalriada is continuing to work with Interpath to try to ascertain
what value there might be in each of the companies. Interpath are required to produce regular progress
Reports In respect of the administration and liquldations. It is now likely that these will be completed by
the end of 2021. Any residual claims against third parties will be assigned back to Dalriada but, to the
extent that the Administrators / Liquidators did not consider it cost effective to pursue these claims, [t is
unlikely that Dalriada will elther, but, by assigning the claims back, the option remains available 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 Liquldations, of thils amount around
£269,000 could be returned to Pennines RBS.

During the year, the day to day management 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 liquld 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.

Dalrlada wlll now focus on the pursult of further recovery of funds by way of a claim on the Fraud
Compensation Fund (FCF). As was reported to members in 2020, following Court proceedings involving
Dalriada, the Pension Protection Fund (who manage the FCF) and the DWP, it was found that schemes
like the Pennines scheme were able to make claims on the FCF for losses arlsing from acts of fraud and
dishonesty. Dalrfada has been working, and wlil 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.
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Custodial arrangements
Moblus Life Limited

The funds held by the Scheme invest in unitised vehicies 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 their own custodlans.

Investmant principles

Trustees are required to produce a Statement of Investment Principles, which incorporates the
Investment strategy, in accordance with section 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 thelr administrators.

As commented earlier, Dalrlada has now taken advice from Advisory Investment Services Limited and
Implemented an Investment strategy that, whiist still cautious, looks to generate a greater return than
just holding funds In cash. Dalriada has now prepared an updated Statement of Investment principles
that reﬂects that strategy. A copy is avallable by download from the members’ webslte page
http://dalriadatrustees.co.uk/pennines-and-mendip.

Employer related Investments

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

The Scheme's Investments with Moblus Life Limited comply with the restrictions prescribed by regulations
made under section 40 of the Penslions 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 Financial 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:

 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 liabilities, other than
liabllitles to pay pensions and benefits after the end of the Scheme year; and

e contain the information specified in Regulation 3A of the Occupational Pension Schemes
{Requirement to obtaln Audited Accounts and a Statement from the Auditor) Regulations 1996,
including making a statement whether the financial statements have been prepared in accordance
with the relevant financial reporting framework applicable to occupational pension schemes.

In dlscharglng the above responsiblllties, the Trustees are responslble for selectlng sultable accounting

basis, and for the preparabon of the ﬁnandal statements ona golng concern basls unles itls
Inappropriate to presume that the Scheme will not be wound up.

The Trustees are alsc 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 behalif of the Employer and the active members of the Scheme and the dates on or before which
such centributions are to be paid. The Trustees are also responsible for keeping records in respect of
contributions received 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 Pensions
Acts 1995 and 2004 to consider making reperts to The Pensions Regulator and the members,

Signed for and on behalf of the Trustees

26/10/2021
DALE...cccuummuiersnsuansnsensnanssussnssmasasasussassussnsas
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Opinlon

We have audited the financlal statements of the Pennines RBS (the ‘Scheme") for the year ended 31
March 2021 which comprise the fund account, the statement of net assets and notes to the financlal
statements, Including significant accounting policies. The financlal reporting framework that has been
applled In their preparation Is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of
Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

« show a true and fair vilew of the financial transactions of the Scheme during the year ended 31
March 2021, and of the amount and disposlition at that date of Its assets and llabllities, other than
liabliities to pay pensions and benefits after the end of the year;

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

« contain the information speclfied 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.

Basis for opinion

We conducted our audit in accordance with Intematlonal Standards on Auditing (UK} (ISAs (UK)) and
applicable law. Our responsibllities under those standards are further described in the Auditor
responsibilities for the audit of the flnancial 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
statements in the UK, including the FRC’s Ethical Standard, and we have fulfllled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtalned is sufficlent and appropriate to provide a basis for our opinlon.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Trustees’ use of the going concern basis
of accounting in the preparation of the financlal statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Scheme's abllity
to continue as a going concern for a period of at least twelve months from when the financlal stataments
are authorised for issue.

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

12
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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 contained within the Report and Financlal Statements. Our opinlon on the financlal
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 deing so, consider whether the other
information is materially inconsistent with the finandal statements or our knowledge obtalned In the
course of the audit, or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether this gives rise
to a materlal misstatement In the financial statements themselves. If, based on the work we have
performed, we conclude that there Is a materlal misstatement of this other information, we are required
to report that fact.

We have nothing to report in this regard.

Responsibilities of Trustees

As explained more fully In the Trustees’ responsihliitles statement: set out on page 11, the Scheme’s
Trustees are responsible for the preparation of the financial statements and for being satlsfied that they
give a true and fair view, and for such internal 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 responslble for assessing the Scheme’s ability to
continue as a going concem, disclosing, as applicable, matters related to going concern and using the
going concern basls of accounting unless the Trustees elther Intend to wind up the Scheme or to cease
operations, or have no realistic alternative but to do so.

Auditor responslbliities for the audit of the financlal statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material 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 a 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 decisions of users taken on the
basis of these financlal statements.

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

¢ Identlfy and assess the risks of material misstatement of the financlal statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that Is sufficlent and appropriate to provide a basis for our opinion. The risk of not
detecting a materlal misstatement resulting from fraud Is higher than for one resulting from
error, as fraud may Involve collusion, forgery, intentional 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
opinlon on the effectlveness of the Scheme’s internal control.

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

13
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Auditor responsibliities for the audit of the financial statements (continued)

o Conclude on the appropriateness of the Trustees’ use of the golng concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Scheme's ability to continue as a
golng concern. If we conclude that a material uncertalnty exists, we are required to draw
attention In our auditor's report to the related disclosures in the financlal 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 going concern.

o Evaluate the overall presentation, structure and content of the financlal statements, Including the
disclosures, and whether the financial statements represent the underlying transactions and
events In @ manner that achleves fair presentation (i.e. gives a true and fair view).

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, Including any significant deficiencles In
internal control that we Identify during our audit.

Extent to which an audit Is considered capable of detecting Irreguiarities, Induding fraud

Irregularities, Including fraud, are Instances of non-compliance with laws and regulations. We design
procedures In line with our responsibllities, outlined above, to detect material misstatements In respect of
irregularities, including fraud. The specific procedures for this engagement and the extent to which these
are capable of detecting Irregularities, Including fraud is detalled below:

» We identified and galned an understanding of the legal and regulatory framework relevant to the
Scheme. Based on our understanding of the scheme, we determined that the most significant
were the Occupational Penslon Schemes (Requirament to obtaln Audited Accounts and a
Statement from the Auditor) Regulations 1996 and the Pensions Acts 1995 and 2004,

» We gained an understanding of how the Scheme complies with these legal and regulatory
frameworks by making enquirles of the Trustees and the Scheme administrator about where they
think fraud Is most llkely to occur, Including asking the Trustees If they are aware of any
suspected or known Instances of fraud and If there Is an area of the flnanclal statements that
they think is more susceptibie to fraud. This included asking the Trustees as to whether any
reports had been made to The Penslons Regulator during the year or since the year end.

» We assessed the susceptibllity of the Scheme’s financlal statements to material misstatement,
including how fraud might occur, by gaining an understanding of the controls that the Trustees,
Scheme adminlstrator, and Scheme investment manager have established to address risks or
that otherwise seek to prevent, deter or detect fraud. This included reviewing the most recent
Intemal control reports of the Scheme’s administrator and investment managers.

¢ We undertook a revlew of the Scheme’s accounting transactions, Including jounal entries used In
the preparation of the flnanclai statements, to consider if any were unusual and may indicate
potential irregularities.

Because of the inherent iimitations of an audit, there s a risk that we will not detect all irregularitles,
Including those leading to a material misstatement In the financlal statements or non-compliance with
regulation. This risk increases the more that compliance with a law or regulation is removed from the
events and transactions reflected in the financial statements, as we will be less likely to become aware of
Instances of non-compliance. The risk Is also greater regarding Irregularities occurring due to fraud rather
than error, as fraud involves intentional concealment, forgery, collusion, omission or misrepresentation.

14
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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 Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the
Auditor) Regulations 1996, made under the Pensions Act 1995, Qur 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 responsibility to anyone other than the Scheme’s Trustees as a body, for our audit work, for this
report, or for the opinions we have formed.

TJowrton Gumihask WP

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 ZND

pate: L6 Oclober JoL)
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Pennines RBS
Financlal Statements

For the year ended 31 March 2021

Fund Account
2021 2020
Note £ &
Contributions and benefits
Administratlve expenses 3 (62,686) {45,340)
(62,686) (45,340)
Net withdrawals
from dealings with members {62,686) (45,340)
Returns on investments
Investment income 4 3,537 9,318
Change In market value of investments 5 {20,583) -
Nat returns on Investments {17,046) 9,318
Net decreasea In the fund for the year (79,732) {36,022)
Net assets at 1 April 2020 396,052 432,074
Net assets at 31 March 2021 316,320 396,052

The notes on pages 18 to 24 form an Integral part of these financial statements.
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Statement of Net Assets

(available for benefits) as at 31 March 2021

Investment assets:
Pooled investment vehicles

Current assets

Current liabilites

Net assets at 31 March 2021

Pennines RBS
Financial Statements

2021

Note £
5

6 2,764,288

2,764,288

9 33,528

10 (2,481,496)

2020

2,876,494

{2,480,442)

316,320

386,052

The financial 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 pensions and benefits which fall

due after the end of the Scheme year.

The notes on pages 18 to 24 form an integral part of these financlal statements.

These financial statements were approved by the Trustees and authorised for Issue on

Slgned for and on behalf of the Trustees

For Dalriada Trustees Limited.

-----

26/10/2021

---------------------------
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Pennines RBS
Notes to the Financlal Statements

1. Baslis of preparation

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

1.1. Identification of the financlal 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 policles

Functional currency

The functional currency used in the financlal 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 relnvested
within the pooled investment vehicles Is refiected in the unit price. Such Income is reported within the
change in market value, otherwise It Is accounted for when declared by the fund manager.

Change In Market Valuea

The change in market value of Investments comprises all increases and decreases in the market value of
investments held at any time during the year, including all profits and losses realised on sales of
Investments during the year.

Transfers

Individual transfers to and from the Scheme during the year are Included In the financial statements on
the basis of when the member liabllity Is accepted or discharged.

There were no transfers out during the year.

Benefits payable are Included in the financlal 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 choice, on the date of
retirement or leaving. Currently Dalriada is not able to Identify benefits payable.

Administrative expenses
Administrative expenses are accounted for on an accruals basis.
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Pennines RBS
Notes to the Financlal Statements

Investment Assats

Other than funds held in cash in the Scheme’s bank account, all monles transferred into the Scheme were

invested in preference shares In Hedge Capital Investment Group plc/Limited (HCIG), before Dalrlada 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. Dalrlada had previously valued the investment consistent with the net asset vatue 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 underplnning Investments, the net value may be considerably lower.

Following the conclusion of the settlement between Dalriada and the various Hedge entities, all funds
held in cash by HCIG were returned to the Scheme.

There remaln other investments within HCIG, as set out In the Investment Report on pages 8 & 9. As
liquidators, Interpath are tasked with recovering what money 1t can from those investments but,
currently, we don't anticipate any material recovery. Given this, we have exercised prudence, and
assumed nil recovery. The net assets now more properly reflect the vaiue in HCIG.,

Unltised 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. Administrative expenses

2021 2020

£ £

Consultancy fees 600 -
Audit fees 3,300 2,880
Legal fees 7,625 5,027
Pensions Regulator Levy 761 706
Trustee fees 50,385 36,637
Other professional fees 15 90
62,686 45,340

4. Investmant Income

2021 2020

£ £
Interest on cash deposits 3,537 9,318
3,537 9,318
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Pennines RBS
Notes to the Financial Statements

5. Reconclilation of Investments

Purchases Sale Change In
Value at atcost proceeds market Value at
31/03/2020 value 31/03/2021
£ £ £ £ £
Pooled Investment vehicles - 2,784 871 - (20,583) 2,764,288
Investmants Total - 2,784,871 - (20,583) 2,764,288
Unaliocated to members - 2,764,288

Where the investments are held In managed and unitlsed funds the change in market value also includes

expenses both impliclt and expliclt to the Scheme and any reinvested Income, where the Income Is not
distributed.

Pooled Investment vehicles are all managed by companies registered in the United 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.

Concentration of Investments

The followIng investments exceed 5% of the total value of the net assets of the Scheme:

2021 2020

£ % £ %

L&G Life AR Cash Fund 278,462 88.0 - 0.0

L&G Life CSAJ PMC Short Dated Sterling Corporate Bond 829,345 262.2 - 0.0

BLK Life AQC Corportate Bond Up To 5 Years Index Fund 1,656,481 523.7 - 0.0
6. Pooled Investment vehicles

2021 2020

£

Bonds 2,485,826 -

Cash 278,462 ~ -

2,764,288 -
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Pennines RBS
Notes to the Financlal Statements

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

Level 1: The unadjusted quoted price in an active market for Identical assets or llabliitles that the entity
can access at the measurement date.

Level 2: Iinputs other than quoted prices included within Level 1 that are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly.

Level 3: Inputs are unobservable (i.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 level input which is
slgnificant to the falr value measurement In Its entirety.

The Scheme's investment assets and liabilities fall within the above hierarchy as follows:

31 March 2021
Level 1 Level 2 Level 3 Total
E £ £ E
Pooled investment vehicles - 2,764,288 - 2,764,288
- 2,764,238 - 2,764,288

8. Investment risk disclosures

FRS 102 requires the disclosure of Information In relation to certain investment risks. These risks are set
out by FRS 102 as follows:

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

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

e Currency risk: this is the risk that the fair value or future cash flows of a financial asset will
fluctuate because of changes in forelgn 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.

e Other price risk: this Is the risk that the falr value or future cash flows of a financial asset will
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 individual financial
instrument or its issuer, or factors affecting all simllar financlal instruments traded In the market.,

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

The Trustees 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. The Trustees manage Investment risks, including credit risk and
market risk, within agreed risk limits 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 portfolio.

Further Informatlon on the Trustees’ approach to risk management, credit and market risk Is set out
below.
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Pennines RBS
Notes to the Financlal Statements

(1) Investment strategy

The investment objective of the Scheme is to malntaln a portfollo of sultable assets of appropriate
liquidity which will generate Investment returms to meet, together with future contributions, the benefits
of the Scheme payable under the trust deed and rules as they fall due.

The Trustees set the investment strategy for the Scheme taking Into account considerations such as the
long term llabllities of the Scheme. The investment strategy Is set out In Its Statement of Investment
Principles (SIP).

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

(1i) Credit risk

The Scheme Is subject to direct credit risk within the investment portfolio to the extent of the holdings 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 vehicles which contaln fixed interest
Investments. Cash In the Trustees’ Bank Account is held within financlal institutions which are at least
investment grade credit rated.

Direct credit risk arising from pooled Investment vehicles Is mitigated by the underiylng 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 held In the pooled investment vehicles,
specifically the Scheme’s bond mandates which hold credit Instruments. The Trustees have 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 2,764,288
Total | 2,764,288

(1i1) 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 arises as a resuit of the Scheme’s pooled investment vehicles’
underlylng holdings Including securitles that are denominated in non-GBP currencies. The fund manager
may choose to hedge forelgn currency exposures within the pooled investment vehicles. The Trustees do
not conduct any direct currency hedging however Invest In GBP currency hedged versions of pocled funds
where it deems it appropriate.

22



Dalriada. A better way

Pennines RBS
Notes to the Financlal Statements

{lv) 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 govemment and corporate bonds, the Scheme is exposed indirectly to Interest rate risk.
Movements in Interest rates will have a bearing on the price of those underlylng government 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 underlying portfollo exposed to Interest rate risk Is as follows:

P09212 L&G Life CSAJ PMC Short Dated Sterling Corporate Bond £829 345
Index Fund !

PO9213 BLK Life AQC Corporate Bond Up To 5 Years Index Fund £1,656,481
P09211 L&G Life AR Cash Fund £278,462
Total £2,764,288

(V) Other price risk

Other price risk arises principally in relation to the Scheme’s retumn seeking portfolio which includes
equities held in pooled vehicles.

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

The Trustees have 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:

P09211 L&G Life AR Cash Fund £278,462

Total £278,462
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Pennines RBS
Notes to the Financlal Statements

9. Current assets
2021 2020
£ 3
Cash balances 33,528 2,876,494

33,528 2,876,494

Included in the bank balance for the year ended 31 March 2021 is £33,528 (2020: £2,876,494) which is
not allocated to members.

10. Current liabilities

2021 2020

£ £

Scheme sanction charge (2,472,362) (2,472,362)
Accrued expenses (9,134) (8.080)

(2,481,496) (2,480.442)

HMRC has levied Scheme Sanctlon 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 recelved 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.

11. Related Party Transactions

During the year ended 31 March 2021 the fees due to Dalrlada were £50,385 (2020: £36,637). As at 31
March 2021 £5,115 (2020: £4,180) was stlll due to Dalriada.

During the year Mendip RBS, a Pension Scheme under the control of the same Trustees, paid fees for
Pennines RBS which totalled £nll {2020: £30,635) all funds previously due to Mendlp RBS were
transferred to Mendip RBS before the previous year end.

12. Contingent Asset

As disclosed on page 9, as part of the liquidation of Hedge Capltal Limited and its various holding
companies, an estimated cutcome statement was produced that suggested some £396,000 will
eventually be returned to the Schemes on completlon of the Administration and connected Liquidations,
of this amount around £269,000 could be retumed to Pennines RBS.

13, Contingent Liabllities
There were no contingent liabllities at the year end.

14. Taxation

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

15, Self Investment
There were no known Instances of self investment during the year.
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Pennines RBS
Summary of Contributions

During the year ended 31 March 2021 no contributlons were paid or were due to the Scheme.
Signed for and on behalf of the Trustees

For Dairiada Trustees Limited. AR EEOE R I RS RS

26/10/2021
Date rreesseeresreesnannanes rrrorrenerenrennenns
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Independent Auditor’s Statement about Contributions, under Regulation 4 of the Occupational
Pension Schemes (Requirement to Obtaln Audited Accounts and a Statement from the Audltor)
Reguiations 1996, to the Trustees of the Pennines RBS

We have examined the summary of contributions to the Pennines RBS for the Scheme year ended 31
March 2021 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 2021 as reported In the summary of
contributlons and payable under the payment schedule have In all material respects been pald at least in
accordance with the payment schedule and Scheme rules.

Scope of work on Statement about Contributions

Our examination involves obtaining evidence sufficlent to glve reasonable assurance that contributions
reported In the attached summary of contributions have In all material respects been paid 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 responsibliities of Trustees and the auditor

As explained more fully In the Statement of Trustees’ Responsiblilties, the Scheme’s Trustees are
responsible for securing that a payment schedule |s 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 responsibllity to provide a Statement about Contributions pald under the payment schedule and
to report our opinion to you,

Use of our report

This report [s made solely to the Trustees, as a body In accordance with Regulation 4 of The Occupationai
Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor)
Regulations 1996. Our 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 abeut Contributions and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibliity to anyone other than
the Scheme's Trustees as a body, for our work, for this report, or for the opinions we have formed.

Jobknston Gawichad LLP

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 2ND

Date: 7f Ocho ber 101
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Pennines RBS
Compliance Statement

Changes in and other matters ielating to the Scheme advisers
Any changes to the Scheme advisers are shown on pages 3 and 4.

Pension Tracing Service

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

Pension Tracing Service

The Pension Service 9

Mail Handling Site A

Wolverhampton Wv98 1LU

Telephone: 0800 731 0193

Website: https://www.qgov.uk/find-pension-contact-details

- -The Meney and Penglons Service {(MaPSs)

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

* The Money Advice Service
» The Pensions Advisory Service
¢ Pension Wise

The Money and Penslons Service brings together for the first time the provision of debt advice, money
guldance and pensions guidance. For pensions guldance the Money and Penslons Service will provide
Information to the public on matters relating to workplace and personal pensions. From 30 June 2021,
the new consumer face of MaPS is Money Helper.

Holborn Centre

120 Holborn

London

EC1IN 2TD

Telephone: 0115 965 9570

Emall: pensions.enquiries®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 Invelving
occupational pension scheme. The Pensions Ombudsman can be contacted at:

10 South Celonnade
Canary Whatf
E14 4PU

Telephone: 0800 917 4487

Webslite: www.pensions- sman
E-mail: enquiries@pensions-ombudsman.ora.uk
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Pennines RBS
Compliance Statement

The Penslions Regulator

The statutory body that regulates occupational pension schemes Is the Penslons Regulator (TPR). TPR can
be contacted at:

The Pensions Regulator
Napler House

Trafalgar Place

Brighton BN1 4DW
Telephone: 0345 600 1011

Webslte: ion lator.gov.uk
E-mall: customersupport@tpr.gov.uk
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Pennines RBS
Appendix 1

- -
Pennines RBS M 9

Investment Manager's Report to 31 March 2021 IEUS

Fund Performance to: 31 Mar 2021

¥ 1 Year 1 Year 1 Year 1 Year
% Fund Growth < to 31 to 21 to 31 to 31
Mar 20 HMar1d HMari8 M™Mari17?
L2G Life AR Cash Fund 0.1% 0.% % 0.7 % 0.6% Oi% 0. L%
LEG Life CSAJ PMC Short Dated Sterling ) . "
Carporate Bond Index Fund 0.7 % 0.2 % 0.0 % 0.0% na ns
BLK Life AQC Corporate fnad Up To 5 Years
Index Fund 43 % gna | 7na i na | na ne

1 Yoar 1 Year 1Year

Market Returns ta 51 ta 31 to 31
Mar20 Mari8 Maris

FTSE ALL Share Index 26.7 % 3.1% -16.5 % 6.4 % 12% 220 %
FI'SE 100 21.9% 2.3% ~18.49 % 77% 0.2 % 3.3 %
FTSE 250 45.1 % 6.0 % -i86 % 10% 53.3% 153 %
FTSE Small Cap 63.0% 20% -19.4 % 1.0 % 6.0 % 230%
FTSE AW World Index 3B9% 134 % -6.1 % 111 % 24 % 28%
FTSE North America 428% 17.7 % ‘28 % 17.5% 1.3% 35.0%
FTSE Developed Europs ex UK 345 % 8.2% ‘B.2% 2.6 % 3.8 % 28.0 %
FTSE Developed Asla Pacific ex Japan 50.6 % 0.2% *17.6 % 6.6 % i85 % 374%
FTSE Japan 26.2 % 70 % 2.1 % -0.8 % 7.5% 328%
FTSE Over 15 yedr fixed interest ~10.4 % 33% 17.6% 4.7 % 2.2 % 12.3%
FTA Ail Stock Flxed Inverast Gilk Indax 53 % 2.5 % 0.9 % 3.7% 0.5% 6.8 %
FTA Over 5 Year Index-Linked Gt Intes 2.6% 3.5% 2.4 % 5.7 % 0.7% 220 %
3 Month LIBOR GBP 0.1% 0.6 % 0.8 % 0.8 % 0.4 % 03%
7 Day LIBID - 1 0.1% | _0.3% 0.6 % 0.6 % G.2% 6.2 %

Past performence should not be seen as & guide to future performencs and may not be repasted.
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Pennines RBS
Appendix 1

Notes:

*  Returns shown are gross of charges based on Moblus Lifa unit pricas

¢ Raturns for pariods in axcess of a year are annualised,

v  Past parformance should not bs seen as a guide to future performance and may not bs repeated. Tha value of Investments
may go down as wall &5 up and investors may not get back the amount originally Invested, are not certain to make a profit
and may lcse monay.

¢ Exchenge rate changes may causs the vaiue of overseas Investmsnts to rise or fall.

¢ Investors should be eware thet Investment In smerging markets Involves & high degres of risk and should be seen 2s long
term In nature.

¢+ Investment In property may not be readlly realisable. The value of property Is generally & matter of valuers opinion rather
than fact,

«  Whers a fund Is Invested with another [ife company by means of a relnsurance arrangemant, we moniter the way the
relnsurer manages the business, but we do not guarantes the solvency of the relnsurer, so tha risk of dafeult by ths
reinsurer is borne by pollcyholders who invest In the relevant fund.

+  Maoblus Life Uimited provides Information on our products and services tc anable you to maks your cwn Investment declsions,
and this document should not be regarded as a personalised recommendation.

Fund Profiles

BLK Life AQC Corparate Bond Up To 3§ Years Index Pund
The fund aims to achleve Index returns In line with the iBoxx GBP non-gllts, 1-5 year index.

L&G Life AR Cash Fund

This Fund conslsts of monles which are Invested [n short term instruments, up to & normal maximum of 35 deys, from high quality
borrowers aiming to achleve a gross return of at least 7 day LIBID,

L&G Life CSAJ PMC Short Dated Sterling Corporate Bond Index Fund
Pleage Consult your Advisor

Provided by the Advisor for L&G Life CSAJ Short Dated Steriing Corporate Bond Index Fund
The fund aims to track the performance of the Markit iBoxx Sterling Corporates 1-5 Year Index.
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Pennines RBS
Appendix 2

Pennines RBS

Implementation Statement
for the year ending 31 March 2021

This implementation Statement (“the Statement”) has been prepared by Oalriada Trustees Limited
{"the Trustee®) for the Pennines RBS (“the Scheme”}.

It has been prepared to comply with the requirements of the Occupational snd Parsonal Pension
Schemes (Disclosure of Information) Regulations 2013 (S 2013/2734), as amended by the Pension
Protection Fund {Pensionable Service) and Occupational Pension Schemes {Investment and
Disclosure) [Amendment snd Modification) Regulations 2013 {S1 2018/3288}) [“the Disclosure
Regulstions”).

Pennines RBS
August 2021
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Pennines RBS
Appendix 2

Introduction

Dalriads Trustees Umited {*Calriada”} was appointed Trustee of the Scheme (“the Trustee”) by
Order of The Pensions Regulator {(“TPR®) amid concems as to how the Scheme was being managed
by the fermer trustass and, further, that members may have been victims of a pensions scam.

A Staternent of Investment Principles {"S!P"} dated September 2020 was prepared by the Trustee
and published on 80 Septernber 2020, to comply with Section 35 of the Pensions Act 1995 as
amended by the Pensions Act 2004 and the Occupaticnal Pension Schemes (Investment) Regulations
2005 as amended by the Occupaticnal Penslion Schemes (Investment) {Amendment) Regulations
2010 and the Occupational Penslon Schemes (Charges and Governance) Regulations 2015,

4s such, the SIP has been in force for part of the Scheme year and the Scheme's assets were
invested in line with the SIP and Investment Strategy In January 2021. No 5IP was In place prior to
80 Seplember- 2020, due o the pariicular circumstances of the Seheme; 85 cuilined below.

The Scheme has appointed Advisory investment Services Lmited {"AIS") as Investment Adviser.

This Statement has been prepared in accordance with the Disclosure Regulations, In as far a5 it has
been possible to do so, given the circumstances of the Scheme.

BACKGROUND OF THE SCHEME

Prior to Dalriada‘s appointment as Trustes, the former trustees had Invested Scheme assets in
inappropriate and unorthodox investments, without taking appropriate advice, as required by
penslons legislation. These assets were generslly illiquid and/or of uncertain value.

Therefore, the Trustee's alm is to recover what funds it can for members, resolve any associsted tax
or lega! Issues and, thereafier, to allow members to transfer the value of their pension pots to
sltemative, more appropriate arrangements and wind-up the Scheme. Given the irregular nature of
the Schemae, the ime frame for this Is uncertaln and may extend to & number of years.

In 5o far as 1t is possible to do so, the Trustee Invests the available assets to secure a retum over
cash, with a lower level of risk. The tolerance to capital losses & minimal, accepting there will be
drawdowns on the capltal value, not least bo mest ongoing expensas.

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

Under applicable legistation, the Scheme s a defined contribution {"DC") schame, for the purpose of
this Statement. The Trustee’s investment powers zre sat cut in the Trust Deed and Rules and
subseguent amending deeds. The SIP is consistent with those powers.

in this Statement we seek to:
¢ set out the Trustee's investment policies as per the SIP;
&« comment on the voting and engagement behaviour nd how the Trustee’s paolicy hes bean

followead during the Scheme Year; and
¢ set out how, and the extent tc which, the $iP has been followed during the Scheme Year.
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Trustee Investment Policies

Genzrelly, the ultimate objective of any {legitimate) pension scheme is to provide an income in
ratirement for s members which reflacts tha level of funds paid into members’ Indivitual sccounts
and the refurns achieved from the iavastment funds held.

This saction sets out the policies In the SIP in force at the Scheme y=ar =nd, ralating to the following:

Financially Matetal Considerations for the Invesiment Sirategy
Kon-Firancial Matiers

Stewardship {Voting and Engagement)

Investment Manager Arrangements

FINANCIALLY MATERIAL CONSIDERATIONS FOR THE INVESTMENT STRATEGY

The Trusise has, to the extent possivle given the particular circumstances of the Scheme, considered
finangiaily material factors such as ervironmentsl, soclel and governance {'ESG') issues as part of the
investment process to determine the investmant strategy over the length of time it is anticipated
the Scheme will remnsin oRgoing

The Trustee believes that, to the extant possible ghven the particular crcumstances of the Schame,
financisily rateral considerations intluding dimate changs) are sliowed for whan setting the
investment strategy.

To Invest in the best financial Interests of the beneficiaries, the Trustea has elected to invest realised
assets through pooled funds. The Trustee acknowledges that it cannot directly influence the
anvironmental, social snd governance policies and practices of the companies In which the posled
funds invest or of the unorthodox Investments bafd 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
responsibifities to the baneficiaries of the Scheme with the help of its investiment consultant.

An assessment of the ESG and responsible investment policies forms part of the manager selection
pracess when appolinting 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 Prindples of Responsible
Investment ("'UN PRI} or other similarly recognised standard.

Tha Trustee will monitor Hnancially meterisl corgidzrtions through the following means:

»  Obtain training whare necessary on E5G considerations in orgder to uaderstand fully how E35
factors, ncluding climete change, couwdd Impact the Schame angd s investments:

» LUse ESG ratings information to assess how the Scheme’s investment managers take account
of E56 issues, and

& Request that all of the Scheme's Investment managers share information about their E56
policles and detalls of how they integrate ESG into their Investment procasses, via its
investment consultant.
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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.

NON-FINANCIALLY MATERIAL CONSIDERATIONS

The Trustee has not considered non-financially material matters in the selaction, retention and
realisation of investments.

STEWARDSHIP

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 behalf, having
regard to the best financial interests of the beneficiaries.

The Investment managers should engage with companles to take account of ESG factors in the
exerdse of such rights as the Trustee believes this will be beneficial to the financial interests of

members ove the long tern. The Trdsiee will reviay the Invesunent tharagers' viling policies, wilh
the help of its Invasiment consiltant, and decide ¥ Uhey are appropriste.

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

if the policies cr level of engagement are not appropriate, the Trustee will engage with the
investment managers, with the help of its investmeant consultant, to influencs the investment
managers’ policy. If this falls, the Trustee will review the investments made with the Investment
Manager.

The Trustee has taken Into consideration the Financia! Reporting Council’s UK Stewardship Code and
expect investment managers to adhere to this where appropriate for the Investments they manage.

INVESTMENT MANAGER ARRANGEMENTS

The Trustee, after considering sultable advice from the investment Adviser, appointed BlackRock
and Legal & General investment Management as the managers (“investment Managers”®) of the
assets heid by the Scheme, all of which are held on the Mobius Life investment platform (“fMobius™}.

The Investment managers are avthorised and regulated by the PCA 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.

{ncentives to align investment managers Investment strategy and decisions with the Trustee’s
policles

The Scheme invests in pooled funds. The Trustee acknowledges the funds’ investment strategy snd
decisions cannot be tailorad to tha Trustee's policies. However, the Trustee s2ts its investment
strategy end then selects managers that best suits its strategy, taking Into account the fees being
charged, which acts a5 the fund managers’ incentive.

The Trustee uses the fund chiedtive/benchmark as a guide on whether the fund’s investmant
strategy is being fofiowed and monitors this regularly.

Incentives for the investment monager to make declslons bosed on assessments about medium to

long-term financial ond nonfinanciol performance of an issuer of debt or equity and to engage
with issuers of debt or equity in order fo improve thelr performance In the medium to long-term
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The Trustee selects managers based on 3 varisty of factors incJuding investment philosophy, and
process, which it befievas should inciude assessing the long term financial 2nd non-financial
performanze of the underlying company.

The Trustee also considers the managers voting and E3G pelicizs and how % engages with the
company, as it believes that these factors can improve the madium 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 beliave this can improve long term performance. The Trustee axpects their managers to make
svery effort to engage with investee companies but acknowledges that their influence may be more
limited in some asset dasses, such as cash and bonds, as they may not have voting rights.

The Trust=e acknowledges that in the short tarm, these policies may not improve the retums it
achieves, but do expect those companies with better financial and non-financinl performancs over
the fong term will iead to better returns for the Schame.

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 rranagar,

if the Trustess feel that the fund managers are not assessing financial and non-financial performance
or adequately angaging with the companies they are investing in, it will use these factors In deciding
whether to retain or terminate a manager.

How the method {and time horizon) of the evaluntion of the asset manager’s performance and the
remuneration for osset monagement services are in Hine with the Trustee’s policies

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 2 3-5 year period
or over a market cycle, if appropriate, when looking to select or terminate a manager, unless there
are reasons other than performance that need to be considered.

The fund managers’ remunerstion 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
rbanager selection process. The charges are monitored regularly with the help of its Investment
consuitant to ansure they ara in line with the Trustee’s policies for sach fund. The Trustee believes
that its and each fund manager's goals are alignad.

How the Trustee monitors porifolio turnover costs incurred by the asset manager, and how they
define and monitor torgeted portfolio turnover or tumover range

The Trustas moniters the porifolio turaover costs on an 3anual basis.

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

The Trustee has delegated the responsibility of monitaring portfoSio tumover costs and target
porticlio turnover to thaic investmant consultant,
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The duration of the arrangement with the asset manager
The Trustee plans to hold each of its Investments for the perlod which the Scheme expects to remaln
ongoing, but will keep this under review,

Changes in investment strategy or change in the view of the fund manager can fead to the durstion
of the arrangement being shorter than expected.
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Stewardship - Voting and
Engagement

The Trustee Is required to disclosa the veting and engagement activity over the Scheme year, whers
applicable.

VOTING AND ENGAGEMENT ACTIVITY
The Trustee’s policy in relation to stewardship is set out on page 8 of the SIP.

As the Scheme”s investments sre exclusively in cash and bond funds, with no voting rights, there was
no voting activity to report. Engagement activity has not been requested as at the date of this
Statement, given the short period of time the Scheme's funds have been invested (i.e. since January
2021), but will be requested going forward.

Should the investment Strategy of the Scheme (and the SIP) be amended in the future to include an
element of listed equities or other assets that carry voting rights and afford fund managers tha
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.

Bor completensss, a3 the Scheme’s investments carry no voting rights, no “significant votes” bave
been identifted or voted on over the covrse of tha Scheme year
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Review and Changes to the SIP
during the Scheme Year

The Scheme did not have 2 SIP in place prior to September 2020. The [atest SIP, which was dated 30
September 2020, can be found here.

The Trustee prepared and adopted the SIP over the Scheme year, compiying with all the legislative
requirements incuding the requirements on darifying and strengthening trustee duties that came
into force on 1 October 2019, as wel] as other changes that came into force on 1 October 2020. The
SIP was signed in September 2020 and the Scheme’s essets, excluding the inanpropriate assets, were
invested In line with the $iP in January 2021.

As this was the first SIP for the Scheme, the Trustee set out afl policies relating to:

Investment strategy,

Types of investment;

Balance between different types of investment;

Expected refurn on invesiments; Realisation of investments; and
Risks.

Full detaiis of these palicies can be viewed in the SIP (linked above).

in order to comply with the requiremnents on clarifying and strengthening trustee duties that came
into force on 1 October 2019, the Trustee also set out the following in the SIF;

¢ how they take account of financially material considerations over the appropriate time
horizon of the Investments, including those arising from ESG considerations, including
climate change;

¢ thelr policies in relation to the stewardshlp of the Investments, including engagement with
irivestee firms and the exercise of the voting rights associated with the investment, where
applicable; and

¢ The Trustee decided not to sst a pollcy for non-financial matters in the selection, retention
and realisation of investments. Whilst the Trustee believes it fooks out for the best interests
of the members, they have not vet explicitly taken into account the memberviews on ESG or
ethical views due to the particular circumstances of the Schems.

There were changes made o comply with the requirements on investment manager arrangements
as well as policies on engagement and stawazrdship that came into force on 1 October 2020. The
Trustee has set out the following:

e Arrargements with any asset manager, including incentives, remuneration, performance
evalustion portfolio turnover and duration of the arrangement.

¢ How they monitor the investee company on capital structure and how they manage actual
and potential confiicts of Interest in refstion to their engagement.

¢ The Trustee also set out how thay would manitor financially material considerations.

The Trustes belisves fhat all of the above policies will help deliver jong-term value for all members,
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Compliance with SIP during
the Scheme Year

The Trusiss Is of the opinton that tha 3IF hag been folicwed over the Scheme year, for the pericd
that the Schame's Bssets have besn invastad in fine with the SIF e, since Janusry 2021), The
actions taken over the vear In compliance with the 5P are as follows:

e Prior to investing the Scheme’s funds in January 2021, the Trustess angaged with the
Investment Adviser at langth and obtsined sdvice as to the most appropriate funds and
Imyestment Fung Managers 1o best implament the investmant Strategy. The investment
Adviser considered the performance of various 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
pre UN PRI signatpries, The Truziee = of the opinion that the ranager selection exercise
satisfied the requirements of the SiP.

¢ |mpiemented the invesiment 5irategy (vis investing the funds In Janvary 2021 whh the
Investrnent Managers) in Dee with the Scheme's SIP sng the advice of the investment
Adviser, The primary objective of the investment Strategy is to provide a reasonable, stable
investmant portfolio, that targels some raturn over cash whilst protecting against further
capital loss. Investing in the funds detaied above was in line with this objective and also
ensured that the Investment Strategy of the Scheme is consistent with refevant
legisistion/reguintions, the Scheme’s Trust Dead and Rules and best practice. The
reguirernant 1o Inctude diversification in the porifolic was alss satisfied by the
implementation.

o The Trustee will monitor the investments going forward via regular reviews with the
Investment Adviser to ensure that this objactive is being met. This inciudes sreas such as
manager performance, fees and costs, as well as overall govemnance costs. Mobius also
provide guarterly reports that will be reviewed by the Trustee snd the Investment Adviser
going forward,
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Conclusion

The Trustee is of the view that the Schame's SIP has been followed during the Scheme year, for that
period which it was in force and Scheme assets were invested In Iine with the SIP.

Where it has been Identified In this Statement that the SIP needs to be reviewed or amended, the
Trustee shall endeavour to complete such review andfor amendments as soon as possibie.

With the input of the investment Adviser, the Trustee will continue to review the Scheme's

Investments on & quarterly basls and take action should the investment Objectives and other SIP
policies not be met.
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Introduction and background {retum to top)

This statement has been prapared in accordance with regulation 23 the Occupational Pension Schame
{Scheme Administration) Regulations 1996, as amended (the “Administration Regulations™), and
related Pensions Regulator guidance.

It relates to the Pennines RBS (the "Scheme”).

Consideration has also been given to the Pensions Regulator’s "A quick guide to the chair’s statement’
and to the Department for Work and Pensions guide on ‘Reporting of costs, charges and other
information’, both published in September 2018.

Thiz statemant covers the period from 1 April 2020 to 31 March 2021,
The statement will be published on a website made availabie to members.

Matters in relation to the Scheme are considered by a dedicated subcommittea of the Dairiada Board
which meets quarterly. Issues are also considered on an ad hoc basis betwesn committes meetings
and the Scheme has a dedicated clisnt manager, alongside a project manager, who ensures anything
requiring attention by the subcommitiee is communicated, and acted upon, in a timely manner.

———Dalriada Trustees Limited ("Dalriada”) was appointed.-as trustes-to the -Scheme -by-the Pensions
Regulator amid concerns that the Scheme was being used as a vehicle for pension liberation. This
has presented Dalriada with 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 rneet certain governance obligations, 1 have explained why that it is the case.

Whilst the previous trustees were not removed by the Pensione Regulator, Dalriada Trustees Limitad
{Dalriada) was appointed with exclusive powers so Dalriada is, effectively, the sole trustee of the
Scheme.,

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

The Scheme had a singla investment being the investment in preference shares issued by Hedge
Capital Investment Group ple {later Limited ) (HCIG). Loans to members were made by another Group
company, Hadge Capital Limited, which, in turn, 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 seen as unauthorised payments by HMRC which has resulted in HMRC issuing
provisional assessments for significant tax charges against both the Scheme and its members.

As well as providing the funds to loan back to members, HCIL investad further funds in other unusual
and high-risk investments.

Following appointment, Dairiada took legal action against the Hadge Companies. In the autumn of
2016, a settiement agreement was reached with the various parties involved with the Hedge
Companies. The key terms of the settlemant were:

¢ Dalriada took ownership of the various Hedge Companies, with the exception of Hedge
Capital Limited (the company that made the loans).

e Hedge Capital Limited was placed info Administration and KPMG (subseguently Interpath
Advisory following KPMG's sale of its UK Restructuring business) were appointed as
Administrators.

o All legal action was discontinued and agreement was reached on payment of costs to Hedge’s
legal advisers.

The terms of the settlement were sanctionad by the Court, following an application to Court, heard
in May 2017.

Following the Court sanction and the conclusion of the settiement between Dalriada and the various
Hedge entities, all funds held in cash by HCIG totaling £4,495,551 were returned to the Scheme.
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Dalriada appointad Andraw Conquast as director to each of the following companies - Hedge Capital
Investmant Group (HCIG), Hedge Capital Investments Limited (MCIL), Hedge Tax Mitigation Limited
(¥4TML) 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
Intarpath) appointad as liquidators of each of the companies on 8 December 2017.

It was always the intention that, once the settiament was achieved and Dalriada took ownership of
the various Hedge companies, it would look to strip away the corporate structure and look to identify,
and place a valua on, the assets underlying the companies, in particular HCIL

Whilst any recovery is now in the hands of Interpath as liquidators, it was zlways anticipated that
there would be littla value in these investments.

As commented abova, a significant sum had been used to provide unsecured personal loans. It was
hoped that this loan book might have some value. However, tha Administrators (initially KPMG and
subsequently Interpath) identified a number of issues with the loans that would have needed to be
comracted if it was going to be possible to realise any value in the loan book. Dalriada considerad
with the Administrators the options in this regard, together with the associated costs, and determined
that the costs that would be incurrad in corracting the issues would likely outweigh the valus ocbtained
in "selling’ the loan book to a third party, with, as a rasult, no benefit to the Scheme. Given that, the
loan book will 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 pravious diractors. Dalriada is continuing to work with Interpath to try to
ascertain what value there might be in each of the companies. Interpath are requirad to produce
regular progress Raports in raspect of the administration and liquidations. It is now likaly that these
will be completed by the end of 2021, Any residual claims against third parties will be assigned back
to Dalriada but, to tha extent that the Administrators / Liquidators did not considar it cost effective
to pursue these claims, it is unlikely that Dalriada will either, but, by assigning the claims back, the
option remains available should, for example, new information come to light.

Dalriada, as a Trustee to the Schemes, is by far the major craditor. In Manch 2021, an estimatad
outcome statement was produced that suggested some £282,000 will eventually be returned to the
Schemes on complstion of the Administration and conneacted Liguidations.

During the year, the day to day management of the Schemae's investmants 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
ware invested in Legal & General and Blackrock funds, via the Mobius platform.

Dalriada will now focus on tha pursuit of furthar recovery of funds by way of a claim on the Fraud
Compensation Fund (FCF). Dalriada has been working, and will continue to work, with the PPF with
regard to a potential ciaim by the Scheme. However, at this time, we do not know wheathar any claim
will ultimately be successful. Ultimately, it is Dalriada’s intention that the Scheme will be wound up
and members will be offered the option to transfer any remaining benefits to alternative pension
arrangements.
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Default arrangement {retum to top)

A number of requirements of the Administration Regulations, which are raferred to in this statemant,
rafate only to a “"defauk anangament” as dafinad In tha Occupational Pension Schemes (Charges and
Governance) Regulations 2015,

The Scheme does not have a defauit fund for ongoing accrusl. It is not a qualifying scheme within
the meaning given by section 992 of the Pensicns Act 2008.

Ik & mot. nor ever has been, used to mest any auto-eznrolment oblications and no reguler
contributions are being, or ever have been, paid into tha Scheme. The Scheme's assets are made up
solely by way of membar transfer peyments into the Scheme.

The Scheme does not offer 2 Defaulk Lifestyle Strategy.

The Scheme did not offer members any cholce &3 to how their funds were invested, funds being used
to sacure preference shares in HCIS.

Alongside the leans to members. funds were Invesied by HCIL {a subsidiary of HCIG) in urusus!,
high-ﬂﬁk and !arg;el\f illiqufd frwes!‘menm 1’1he uftirmate value of the investments made by HCIL will

Asg sush, in Dnbnch‘s view, thare has never bazn an appropriste defaull investment anangement.
There is no [ife-styling option available.

Statement of Investment Principles (return to top)

Ordinarily, trustees should prepere a statement of investment principies (“SIP*) governing dedsions
about investmants.

No serviceable Ststemaent of Investmant Principles axisted for the Scheme prior te Dalviada’s
appoirtment,

Dalviada is confinuing tumrltwiﬁlh:apﬂihdahm&mwlutﬁnﬂiwm may be recovered
slongside those funde sirerdy transfe to the Scheame following the settament agresmant.

Where assets have been recovered Dalriada has taken appropriate and professional investment
advice and has in place a suitable Stztement of Investment Principles (SIP) sex Appandix 1. The SIP
was preparad in Septembaer 2020 and will be reviewed by Dalrizde svery thres years.

Subject to any FCF applicafion for compensation, it is Daliada’s ullimate intention to wind up the
Scheme as scon as it is sble, giving members the opportunity to transfer any remaining funds to &
more suitable amrangament of their choice.

Copies of the Scheme’s Report and Accounts are published on the members’ website. The Scheme’s
Report and Accounts include the Jatest Chair Statement.

Review of defauit strategy and defaulk arrangements (retum to top)

As noted above, thers is no default amangement or default stvategy in place for the Scheme. As
such, there has besn no reviaw of tha default anangement or default strategy In the year in question
and no previous review for wivich 2 datz can be given.

Cora Financial Transactions (retum to top)

Trustees have a spedfic duly to ensure that core finandal transactions relating to DC schemes are
processed promptly and accurately. These incude the following:

¢ investing contributions in the Schame
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e transferring assets related to members into or out of the Schame
= transferring the assats betwean differant investments within the Scheme
+« making payments from the Scheme to or on bghalf of the members.

Tha Scheme doeas not currently accapt contributions or transfers in and, for the Schame year ending
31 March 2021, is unable to pay any laval of benefit, including transfers values, to members.

This is due to 2 number of factors including: the continuing uncertainty regarding the vaiue of tha
Scheme’s investments; the position regarding the potential tax charges mentionad above;
apportioning of costs to members. More information on this has been provided in Dalriada’s
Announcements to members.

The Financial Transactions the Scheme does make are, in the main, in relation to costs. Thaese are
raported in the Scheme’s annual accounts.

Given its inability to carry out routine administrativa actions, unsurprisingly, ovaer the reporting

aﬁod, there have been no material administration sarvice issues which need to be raported here by
riada.

Notwithstanding this, Dalriada, as a professional Independent Trustee, has processes and controls

in place that are suitably designed to ansure any service objectives can be achieved once the Scheme

is in a position to oparate in the manner of a normal schame. Dalriada’s administration processes

are independently audited and accredited under AAF 01/06 and AAF 02/07.

Once Dalriada is able to process member benefit requests, these will be managed and monitored in
line with Dalriada’s standard SLA levels and targets and formally raported on, on a quarterly basis.

In addition, acknowladging that we nead accurate membar data for the processing of member
benefits, Dalriada will carry ocut an analysis of ‘common data’ and scheme specific data’ (as defined
by The Pensions Regulator). This helps us to ensure the integrity of membar data that is processed.

To ensure that all transactions processed through the bank accounts {(money in and out) can be
accountad for, wa perform daily bank reconciliations for all Scheme bank accounts. Any transactions
which cannot ba accounted for are invastigated and corracted if raquired.

Charges and Transaction Costs (returm to top)

The governance rules require the Trustee to assess investment management chaiges and
transactions costs borne by the Scheme members and the extent to which those charges and costs
rapresent good value for money for members.

The Trustes has calculatad the charges and, so far as they ware able to do so, the transaction costs,
borme by Schame members for the Scheme Year.

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

“Transaction costs” are costs incurred for the buying, selling, lending or borrowing of invastments.

Dalriada has deviated from the approach set out in the statutory guidance for the reasons set out
below.

There have been no transactions since Dalriada’s appointment. Dalriada has not accepted any
payments into the Schema, either by way of contribution or transfers in meaning thera have baen
no transaction costs.

However, under tha terms of its appointment, the faes of Dalriada and its advisers are met from
Schame funds. Whilst thase costs (or “charges”) fall as debt dua from the employer (or sponsor), in
this case the sponsor was a dormant company with no assets.
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Due to the mizmanagement of the Schame by s pravious trustees and the subsaguent actions taken
by Dalriada since appointment, it is inevitable that the Scheme has incuned, and will continue to
incur, significantly higher ongoing costs than would be the case for a similarly sizad but conventional

These costs for the year ending 31 March 2021 (induding trustee fees and legal and
ather professional fees) are set in the Accounts and total: £62,686.00.

Dalriada will continue to confirm to mambars the amount of costs incurred in subsequent Chair
Statements. In addition, a full set of Report and Accounts has been prepared which have been awdited
by an independent auditor, which indudes an audit of any core financial transadiions that have taken

place.

"Good value” assessment of charges and transactions (retum to top)

Ganerzlly, trustees should assass the extent to which tha charges described above reprasant “good
velue® for members during the scheme yesr, by considering the leve!l of member bome charges
against the benefits attribitable to such charges.

———— —--ﬂu !h
members where an optimum combination of cost and quality is achieved for the wilective
membership, relstive to other options available in the market.

The charactedstics of tha Schame are unusual and thers ars no readily available comparaters to
determine whether the costs incurred represent good value.

However, the actions undertaken by Dalriada, beyond those considered necessary for the appropriate
managemant of the Scheme, are cenbred on legal action around recovery of funds. Such actions are
considered on & cost benefit anslysis and, where necessary, Court approval is sought for the use of
Scheme funds to pay for such legal action.

Dalriada was sppointed following a tandar exercise by the Pensions Regulator (TPR) and Dalriads is
subject to ongoing oversight by TPR.
Dalrizda’s costs (both for ongoing management and action taken to recover funds) are calculated

using a blendad charging rate that sits well below its standard market rates. Its lega!l advisers operate
on & similar basis.

As commenbed above, Daliada, as a professional Independent Trustee, has processes and controls
n place that are suitably designed to ensure any service objectives can be achieved once the Scheme
& able to operate in the mannar of a novmal schems. Daliads’s administration processss are
indapendently audited and accredited undsr AAF 0106 and AAF 02/07.

Once Dalriada is able to process member benefit requests these will be managed and monitored In
fine with Dalriada’s standwrd SLA levels and targeis and fomally reported on a quarterly basis.,

Dalrizda is required fo pdvise members of the cumulative effect over time of the application of
charges and costs on the value of 8 members” acoruad rights to money purchase benefits. However,
due to the nature of Daliiada’s appointment, the uncertainty as to the value of the Scheme’s assats
and Hve uncertainty as to both Dafrlade’s and &s advizer's fees this Is not possible to do curventiy.
Vhen Dalriads ie In a position to do s6, it will adviss membears.

Trustes knowledge and undarstanding {retum bo top)

The Trustee has considerad the latest guldance in relation to Chaly Statements from The Pangions
Regulater and has ensured that its practices reflect the reguirements set outs T have sel out below

how tha Trusise ensures it currantly meets the knowledge snd undestanding recuirammanis of
trustees.
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Dairiada is an indapendent professional trustes, established in 2003, appointad to several schemas
by The Pensions Regulator under section 7 of the Pensions Act 1995 as a result of The Pensions
Regulator having concemns about the natura and opavation of thosa schemes and tha axtent to which
the then current trustees understood their statutory and fiduciary duties and responsibilities. Dalriada
rafers to such schemes as "Regulatory Appointments”. The Scheme is a Regulatory Appointment.

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

A dedicated committee (the Irregular Schemes Commitiee - “the Committea™) has been established
by the Board of Directors of Dalriada to oversee the activities of the Irregular Schemas Team in its
governance of this Scheme and other Regulatory Appointments. Care has bean taken to ensura that
the membership of the Committee is such that there is sufficient knowledge and understanding within
the Committee to meet the requiraments sat out in sactions 247 and 248 of the Pansions Act 2004
and The Pensions Ragulator's Coda of Practice 7 on Trustae Knowledge and Understanding.

1 have set out below the membership of the Committes, along with a short note on their skill set and
experience. In addition, it is worth noting that three members of the Committee are directors of
Dalriada Trustees Limited. Dalriada operates a team-based approach which gives the Regulatory
Appointments Team accass to ovar 120 pensions and support personnal with a broad skill set suited
to identifying and implementing the variety of asks requirad to successfully managea the Scheme,
including pansion administration experts, an in-house legal team, fund accountants and investment
axperts. Whilst the core Irregular Schames Team deals with the majority of matters arising on the
Schame on a day-to-day basis, in conjunction with its appointed advisars, it can access the specialist
expertise of the wider Dalriada team as and when required.

As far as we are aware, no other professional independent trustee firm has established and daveloped
a specialist team in this difficult and challenging area of trusteeship. The relevant experience
developed by the Irregular Schemes Team on such cases is unmatchad and unrivalled.

The Committee (petum to top)

Sean Browes

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

Sean leads the Irregular Schemes Team, dealing with Dalriada’s appointments by The Pensions
Ragulator to schemes suspected of being involved in pension liberation or thought to be scams. He
now has a wealth of experience and knowladge with regard to the unique characteristics associated
with the administration and management of these types of schama and the challenges they prasent.

Sean is an accredited member of the Association of Professional Pension Trusteas, has completed
The Pensions Regulator’s Trustee Toolkit and holds the Pensions Management Institute’s Certificate
in DC Governance and Award in Pension Trusteeship (DC and DB). Sean has met all required CPD
reguiremants.

Nell Copeland

Neil is a co-founder and director of Dalriada Trustees Limited. He acts as a Professional Trustee on
some of our most complex and challenging cases, including our regulatory appointments. Neil
specialises in schemes with technically challenging governance and covenant issuses, as well as
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having over 25 years of experience in reiation to defined benefit, hvbrid, defined contribution, muiti-
employer and sectionalised arrangements.

Neil is the Dalriada Board representative for the Irregular Schemes Team and spends a significant
proportion of his time working on Regulatory Appointments. Like Sean, Neil has developed
considerable experience of the complex and non-standard issues faced by the Dalriada team in
managing the Regulatory Appointments. This has included acting as a witnass in high profile litigation
in relation to Regulatory Appointments in support of The Pensions Regulator and representing
Dalriada in oral hearings before the Determinations Panel where Dalriada’s appointment by The
Pensions Regulator has been challenged by the incumbent trustees or cther directly affected parties.

Neil is an accredited member of the Association of Professional Pension Trustees, has compieted The
Pensions Regulater’s Trustee Toolkit and holds the Pensions Management Institute’s Award in Pension
Trusteeship (DC and DB). Neil has met ali required CPD requirements.

Tom Lukic

Tony 13 also & director of Dalrfads Trostees Uimited and leads the Dalriads Lusiness sCrose Ui

“Midlands. He has broad pensions expenen@a wﬁw ﬂartncular exnertmsa in employe!r cc«vmam and
corporate transactions. He has worked with a range of trustee boards managing scheme assets frem
¢£S million to more than £1 biffion. Similarly, he is exparienced in working with a broad spectrum of
sponseoring employers frem small, owner managed businesses through to much larger and complex
oroups being either privately owned or fully listed.

Tom's experiance, both as an adviser and as a Professional Trustee , provides particular insight into
corporate structures and insolvencias. Where scheme's investments include shares and/or bends in,
or issued by, corporate entities an understanding of the accounting and financial structures of these
entities is essantizl and Tom provides a wealth of experience in this area.

Tom is an accredited member of the Association of Professional Pension Trustees, has completed The
Pensions Regulator’s Trustee Toolkit and holds the Pensions Management Institute’s Award in Pansicn
Trusteeship (DC and DB). Tom hag met all required CPD requirements.

Brian Spence

Brian is a8 co-founder and director of Dairiada Trustees Limited. He is now involved in the provision
of 2 wide range of advice to pension scheme sponsors and trusteas. Brian ig well-known in the
pensions industry for taking a strategic view in dealing with pension scheme matters and uses his
experience to deliver practical solutions which satisfy the needs of the Trustess, the employars and
other stakeholders. Brian is recognised by The Pensions Regulator and the pensions industry as an
axpert in dealing with contentious andfor complex issues. He is a lead contact and “key person” for
a number of high profile trustee appointments.

in addition, Brian has practical experience of working as a Professional Trustee in all three major
{egal jurisdictions of the UK and as a Professional Trustee and advisor in Iraland. Brian has held a
UK Scheme Actuary Practising Certificate since inception of the role in 1997,

Brian has an in depth knowledge of legal processes, particularly sround testing points of legal
principle related to the operation of pensicn schemes, often as a result of deficiencies in scheme
documentation (a common issue with Regulatory Appeintments) and, also, litigation — where it is
cost effective to do so, Dalniada will look to take legal action against the perpstrators of a scam with
the aim to recover misappropriated assets.

Brian is an accredited member of the Association of Professional Pension Trustees, has completed
The Pensions Regulator's Trustee Toolkit and holds the Pensions Management Institute’s Award in
Pension Trusteeship {(DC and DB). Brian has met all required CPD requirements.
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Gino Rocco

Gino parforms tha role of Professional Trustee in relation to all aspects of pansion law focusing in
particular on defined benefit and defined contribution pension schemes that range in size from the
small to the very large.

A solicitor admitted to practice in England and Wales and a Member of the Association of Pension
Lawyers, Gino has over 15 years’ experience gained at City and National Firms as well as a leading
pansion consultancy practice.

Gino’s experience includes complex banefit interpretation issues, scheme equalisation and banefit
ractifications. He has detailed experience of pensions issues arising undei TUPE transfars and the
Fair Deal protections where employees are transferred from the public (in particular LGPS and
NHSPS) to the private sector.

Gino is an accradited member of the Association of Professional Pension Trustees, has compleind
The Pensions Regulator's Trustee Toolkit and holds the Pensions Management Institute’s Award in
Pension Trusteeship (DC and DB). Gino has met 2l required CPD requirements.

Knowledge of the trust deed and rules and all documeants setting out the trustee’s current
policies (return to top)

The Schame has a dedicated client manager who has an in-depth knowledge of the Scheme and its
poverning documentation. At the point of becoming an Independent Trustee to the Scheme, a
prescribad take-on process was followad. This included an assimilation and raview of all the relevant
Scheme documentation, including the trust deed and rules. The Committee is made aware of any
issuas or risks in ralation to the Scheme's trust deed and rules as and when they arise, with
appropriate action agreed in ralation to the issue or risk identified. In addition to the knowledge held
by the client manager and lead Professional Trustes, the trustees obtain legal advice in relation to
the Schame’s documentation, where nacessary.

There have been no new trustees introduced in this reporting period (there is an appropriate
induction process in place to support the addition of new trustess).

A working knowladge of the current Statement of Investment Principles (SIP)

As above, the Scheme has a dedicated cliant manager who has an in-depth knowledge of the Scheme
and its govarning documentation. The Committee is made aware of any issues or risks in ralation to
the Scheme's SIP as and when they arisa, with appropriate action agreed in relation to the issue or
risk identified. In addition 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 naw trustees introduced in this reporting period (there is an appropriate
induction procass in place to support the addition of new trustees).

Sufficient knowledge and understanding of the law relating to pensions and trusts and
understanding of the principles relating to the funding and invaestment of occupational
schemes

Those Dalriada staff working on the Schemae, including the lead Professional Trustes , are obliged to
self-avaluate their learning and development requiraments on an annual basis as part of Dalriada’s
internal appraisal process. The process identifies how staff can develop their knowledge and
understanding, as well as where they can share their axpartise in order ta bast support the Schema.
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Dalriada staff are also required to comply with their respective training requirements in order o
maintain a required lsvel of continuing professional education {CPE) and to provide evidence of
courses, seminars and other types of professional development to satisfy their respective
professional bodies” CPE raguirements.

Every Professional Trustes is reguired to undertake 2 minimum number of hours training in a year.
This is recorded centrally by Dalriada’s HR Team and, where appropriate, forms part of staff parsonal
development plans. This training can include intarnal and external courses and attendance at industry
events, as well as 2 degres of self-learning by way of subscriptions to professional publications and
electronic information channeals.

Further, every trustee representative is required to complete The Pensions Regulator's Trustee
Toolkit and subscribes to the updates issued by The Pensions Regulator.

Trustee representatives belong to Dairiada’s knowledge management network which keeps them up
to date with industry thinking. They also have access to a team of in-house pensions experts who
inform the team about changes to pensions legislation and practices.

The trustess have access to Pendragen Perspective and Aries - both industry-leading tocls, giving
access to pension legisiation.

Dairiada has its own in-house legal specialists to provide support and guidance to frustees around
legisiation and interpretation of scheme documentation. This is further aided by advice from external
iegal advisers, which is obtained when the trustees fesl tha reinforcement is necessary to support
their own understanding.

Combined knowledge and understanding, together with avallable advice snables the
trustees to properly exercise thelr function [return to top)

Dalriada has informally assessed the skill set 2nd experience of each member of the Committee and
the client team. It has taken into account the development activities already menticned, along with
the internal resources made available to staff, supplemented, where required, by professional
external advice.

The Committee 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 Committes as a whole is also carried out.

1 consider that the combined knowledge and understanding of the Committee and the client team
enables them to exercise properly their function as trustee of the Scheme. In particular:

» Members of the Committes have the relevant financial knowledge and experience to enable
the trustee to comply with its duties in relation te investment of the Scheme’s assets. Tom
Lukic's experience (see above) in particular is advantageous in this area.

+» There is a vast rangs of pensions experience 2nd knowledge within the Committee and the
client team. This is appropriate to dea! with the governance of the Scheme in line with the
trust desd and rules, along with othar Scheme documentation. There is also a great deal of
sxpaeriencs relavant to dealing with issues which might be thrown up by the Scheme which
require the amendment of Scheme documentation,

e« Sean Browes, Neil Copeland and Brian Spence have a great deal of knowledge and experience
in relation to schemes cf complex nature, such as this Scheme, where investmsnts made by
previous trustaes are deemed to be highly inappropriata, their administration has bean poor
and / or the trustees have not had the sufficient knowledge and understanding to be trusteas
of an cccupational pension scheme.
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» Sean Browes and Meil Copeland have many years of experiance in the administration of
pension schemas, allowing 3 keen oversight of tha administration of the Schema.

Mamber Representation (return to fop)

Dalriada is aware that members of the Schame are potential victims of a scam. As such, we look to
keep members informed and to facilitate direct access for members to Dalriada be maans of a:

» Dedicated member wabsite
» Dedicatad contact a-mail address
¢ Dedicatad phons line.

Where required for legal action, members have been rapresanted by a represantative beneficiary
with their own lzgal advica provided for.

Signed for and on behalf of Dalrinda Trustees Limited (the trustee)

Chair

Date 13 September 2021
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Appendix 1 - SIP {retum to top)

tink to SIP; -
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