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Tallton Place Pension Scheme

Trustees’ Report

Introduction

The Trustees of the Talltan Place Pension Scheme (“the Scheme”) present their report together with the
audited financial statements for the year ended 31 May 2016. The Scheme is a defined contribution
scheme.

The Scheme was established on 26 January 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 Earnings-Related Pension Scheme) under
certificates issued by the Secretary of State for Wark and Pensions. Funds derived from contracting out
payments were known as protected rights benefits. From 6 April 2012, it has not been possible to
contract out of the S2P thraugh a Defined Contribution pension scheme. All existing contracted out
payments will be treated as non-protected rights benefits.

The Annual Governance Statement included as Appendix 1 and the Compliance Statement set out on
page 22 forms part of this report.

Scheme management

The Trustees are:

Minerva Pension Services Limited.
Dalriada Trustees Limited.

The director of Minerva Pension Services Limited is Craig McMillan Tweedley.

The directors of Dalriada Trustees Limited are D N Copeland, C M Johnstone, A B Kennett and B D
Spence. The directors of Dalriada Trustees Limited were appointed in accaordance with that company's
Memarandum and Articles of Association.

In accordance with the provisions of the Pensions Act 1995 as amended, the Pensions Regulator has the
pawer to appoint an independent trustee. Dalriada Trustees Limited was so appointed, with exclusive
powers, on 31 May 2011 under section 7 of the Pensions Act 1995, and may only be removed by the
Pensions Regulator.

Dalriada Trustees have appointed external specialists to advise on legal 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
resolution procedure in place for dealing with any disputes between the Trustees and the Scheme
beneficiaries. A dispute resolution procedure has been agreed by the Trustees, details of which can be
obtained by writing to Dalriada Trustees Limited, Chamber of Commerce House, 22 Great Victoria Street,
Belfast, BT2 7BA or by download from the members' website page
htto://www.dalriadatrustees.co.uk/Ark. Email address mail@dalriadatrustees.co.uk.

Financial development of the Scheme

The financial statements of the Scheme for the year ended 31 May 2016 are set out on pages 13 to 19;
the Trustees’ summary of contributions and the Auditor’s statement about contributians are set out on
pages 20 and 21. The financial statements have been prepared and audited in accordance with the
regulations made under section 41(1) and (6) of the Pensions Act 1995. They show that the value of the
fund decreased from £3,036,794 at 31 May 2015 to £2,965,095 at 31 May 2016.
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Tallton Place Pension Scheme

Trustees’ Report

Transfers at less than cash equivalent

No transfer values were paid during the year.

Membership
As at 31 May 2016, 88 members were entitled to henefits fram the Scheme.

Changes to the membership of the Scheme during the year are set out in the following table.

Active Deferred Pensioner
Membhership at 01/06/2015 - 88 -
Membership at 31/05/2016 - 88 -

One member died in 2013, this has not been reflected in the membership figures as no payment has
been made in respect of this member.

Pension increases

Nec pensions were paid during the year.

Changes to the Scheme rules

There were no changes to the Scheme rules during the year,

Governance and Risk Management

Following their appointment, Dalriada Trustees identified a number of concerns surrounding the Scheme
investments and the administration of the Scheme.

Under the wrapper of 'Maximising Pensian Value Arrangements' (MPVA's), the ariginal trustees effected a
number of unsecured loans ta members of other pension schemes. Dalriada Trustees asked the Court to
provide direction regarding the status of the MPVA loans. A judgment handed down an 16 December
2011 found that MPVA loans were unautharised member payments, as defined by s.160(2) of Finance Act
2004 and in breach of the trustees' powers of investment.

This decision by the Court was subject to an application for permission to appeal which was finally
dismissed by the Caurt in December 2013.

Dalriada Trustees has not made any further MPVA loans from the date of their appointment with the
exception of some MPVAs that were set up and subsequently paid by telegraphic transfer in the days
shortly after appointment and that Dalriada Trustees were not able to prevent being paid.

Other investments were made in various preperty related investments with no evidence of an investment
adviser being appointed and appropriate investment advice being sought or received.

Aside from the loans to members and the lack of investment advice, no agreements appeared to be in
place with Ark Business Cansulting, the company previously employed to provide administration services.
Dalriada Trustees has put in place a more robust administration database.

Similarly, no proper accounting recards appeared to have been kept and Dalriada Trustees has created
appropriate accounting infarmation which underpins the accounts appended to this Report and which
have been independently audited.

Dalriada Trustees are of the opinion that the front end administration charges taken by Ark Business
Consulting were not appropriate and have commenced separate legal proceedings in an attempt to
recaver at least a proportion of those monies. It is not clear at this stage the amount, if any, of the
money likely to be recovered as a result of this action.
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Tallton Place Pension Scheme

Trustees’ Report

As the legal proceedings progress, Dalriada Trustees will continue to develop its business plan which will
set out its objectives in areas such as administration, investment, funding and communication. 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.

HMRC

Dalriada has been aware, and made members aware, that HMRC were likely to look to levy tax charges
as a result of the MPVA payments. HMRC has issued unauthorised payment charges on members and also
Scheme Sanction Charges an the schemes themselves. Dalriada has engaged subsequently, both with
HMRC and, also, with the members in setting out the actions to take with regard to appealing these tax
charges. As cammented in the notes to the Financial Statements, Dalriada has appealed the Scheme
Sanction Charges. It has not been passible to find an alternative to seeing the appeals process through
and Dalriada is now committed to working with HMRC and, as far as possible, the members to ensure the
appeals are dealt with as quickly and efficiently as possible.

HMRC'’s action, generally, continues to generate increased member dealings and enquiries.

Trustee knowledge and 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 an this matter which became
effective frem 6 April 2006 and was updated with effect from November 2009. Dalriada Trustees is
aware of these requirements and as a professional trustee, maintains an cngoing training programme far
all of its staff.

Further infarmation

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

If members have any camplaints or queries regarding the Scheme, or wish to obtain further information,
they should contact Dalriada Trustees Limited, Chamber of Commerce House, 22 Great Victoria Street,
Belfast, BT2 7BA. Email address mail@dalriadatrustees.co.uk.

The Data Protection Act 1984 covered infarmation which was held electronically, i.e. computer based
information. The Data Protection Act 1998 extended data protection laws to cover paper-based records
held for individuals and new restrictions on the processing of sensitive personal data to which individuals
must have given express consent. Sensitive information can include information an, for example, the
health of 8 member.

Members' personal data will be used by the Scheme’s advisers to administer the Scheme, and may be
passed to other professional providers or advisers.

Dairiada 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 parties, as mentioned above.

Daliriada Trustees are regarded as 'Data Contrallers’ for the purposes of the Data Protection Act 1998, in
relation to the pracess referred to abave. The advisers appainted by the Trustees are ‘Data Processors’,
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Trustees’ Report

Investment report

As commented earlier in this Report, the original trustee invested in various property related
investments.

Further, there has been some resistance to the pravision of information surrounding these investments
by both the original trustee and Ark Business Consulting, notably the lack of any appropriate investment
advice being sought or received.

There are cancerns that the criginal trustee and Ark Business Consulting failed to comply with the
appropriate investment Regulations and did not properly carry out their fiduciary duties as required under
general trust law. These concerns are, at least in part, being addressed as part of the ongoing legal
proceedings.

Dalriada Trustees has undergone its own research into the various property investments and these are
summarised below:

Affinity Commercial LLP {Affinity) (previously Rom Capital Asset Management Limited
(HYPER))

The Affinity investments amounted to an investment in a property unit trust. Dalriada Trustees were told
units would be listed and, in theory, tradable on the Channel Island stock exchange. Dalriada Trustees
has ascertained that the ariginal prarmoters had experienced some problems in getting the trust listed
and that Affinity had, on advice, decided to turn the fund into a limited company and issue shares.
Dalriada Trustees has been asked to complete paperwaork to take ownership of the shares. ROM entered
voluntary liguidation in November 2012. Dalriada Trustees continues to liaise with Affinity through its
legal advisers to obtain answers to its questions around the documentation and, also, to understand what
the value of the investment is/what exit options might be available.

Entrepreneurs Capital Holdings

Dalriada Trustees is pleased to report that it has reached an agreement with Entrepreneurs Capital
Holdings Limited, which resulted in the sum originally invested, together with interest being returned to
the Scheme. This was shown in the 2014 accounts.

South Horizon Trading Limited (Cyprus)

At the time of Dalriada Trustees appointment, funds had been paid to a Cypriot company with a view to
securing an option to buy the shares in the company that owned a plot of land near Larnaca. The
company concerned was seeking further funds in order to complete the share purchase. However,
Dalriada Trustees had reservations about this, given the state of the property market in Cyprus.

Dalriada Trustees is pleased to report that an agreement was reached with the Cypriot campany that has
resulted in the sum originally invested, together with interest, being returned to the Scheme. This was
shown in the 2013 accounts.

Custodial arrangements

Dalriada Trustees has been unable to abtain details of any custodial arrangements having been put in
place.
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Tallton Place Pension Scheme

Trustees’ Report

Investment principles

The Trustees of the Scheme are exempt fram the requirement to produce a Statement of Investment
Principles as the Scheme has less than 100 members.

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,
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Tallton Place Pension Scheme

Trustees” Report

Statement of Trustees’ Responsibilities

The Scheme's Trustees are respansible for obtaining audited financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) and for making available certain other infarmation ahout the Scheme in the form of
an Annual Report.

The financial statements are the responsibility of the Trustees. Pension scheme requlations require the
Trustees to make available te Scheme members, beneficiaries and certain other parties, audited financial
statements for each Scheme year which:

] show a true and fair view of the financial transactions of the Scheme during the Scheme year and of
the amount and disposition at the end of that year of the assets and liabilities, cther than liabilities
to pay pensions and benefits after the end of the Scheme year, and

. cantain the information specified in the Schadule ta the Occupational Pension Schemes (Requirermnent
to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, including a
statement whether the financial statements have been prepared in accordance with the Statement of
Recommended Practice 'Financial Reports of Pension Schemes’ (Revised 25 November 2014),

Dalriada Trustees has prepared of the financial statements, and have agreed suitable accounting palicies,
to be applied consistently, making any estimates and judgments on a prudent and reasonable basis.

Dalriada Trustees has a general responsibility for ensuring that adequate accounting records are kept and
for taking such steps as are reasonably open to them to safequard the assets of the Scheme and to
prevent and detect fraud and ather irregularities, including the maintenance of an appropriate system of
internal contraol.

Signed for and on behalf of the Trustess,

For Dalriada Trustees Limited W

....... Frirrrerinnn

e, 2UL12] 2004

......................... pro T
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Tallton Place Pension Scheme

Independent Auditor’s report to the Trustees

We were engaged to audit the accaunts of the Tallton Place Pension Scheme for the year ended 31 May
2016 which comprise the fund account, the net assets statement and the related nates. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdam
Accounting Standards (United Kingdom Generally Accepted Accounting Practice),

This report is made solely to the Trustees, as a body in accordance with section 47 of the Pensions Act
1995. Our audit 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 report and far no other purpose. To the fullest extent permitted
by law, we do not accept respansibility to anyone other than the Scheme and the Scheme’s Trustees as a
body, for our audit work, for this report, or for the opinions we have farmed.

Respective responsibilities of Trustees and Auditors

As explained more fully in the Statement of Trustees’ Responsibilities, the Scheme's Trustees are
responsible for the preparation of accounts which give a true and fair view. Our responsibility is to audit
and express an opinion on the accounts in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditcrs.

Scope of the audit of the accounts

An audit involves obtaining evidence about the amounts and disclosures in the accounts sufficient to give
reasanable assurance that the accounts are free from material misstatement, whether caused by fraud or
error. This includes an assessment of: whether the accounting policies are appropriate to the Scheme's
circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the Trustees’; and the averall presentation of the accounts. In
addition, we read all the financial and non-financial information in the annual report to identify material
inconsistencies with the audited accounts. If we become aware of any apparent material misstatements
or inconsistencies we consider the implications for our repart.

Basis of Disclaimer of Opinion

Dalriada Trustees Limited was appointed on the 31 May 2011 under Section 7 of the Pensicns Act 1995,
Following their appointment they identified a numher of concerns surrounding the Scheme Investments
and the administration of the Scheme. These concerns have been detailed in their Annual Trustees’
Reports.

Investments
The Trustees report states the follawing:

s There has been some resistance to the provision of information surrounding investments by both the
ariginal trustees and Ark Business Consuiting, notably the lack of any appropriate investment advice
being sought or received.

s They are concerned the ariginal trustees and Ark Business Cansulting failed tc comply with the
appropriate Investment Regulations and did not properly carry aut their fiduciary duties as required
under general trust law. These concerns are being addressed as part of the ongoing legal proceedings.

» They have been unable ta obtain details of any custodial arrangements having been put in place.

In relation to the investments held at the balance sheet date the Trustees continue to be unable to
determine the value, if any, of these at the reporting date and accordingly consider that the anly
reasonable and prudent approach is to value these investments at £Nil.

We have been unable ta confirm or verify the nature or appropriate values of these Investments held by
the Scheme.
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Tallton Place Pension Scheme

Independent Auditor’s report to the Trustees

MPVA's

On 16 December 2011 the Court ruled that a number of unsecured loans to members of other pension
schemes, made by the previous trustees under the wrapper of 'Maximizing Pension Value Arrangements'
(MPVAs), were unauthorised member payments, as defined by s.160(2) of the Finance Act 2004. This
decision by the Court was subject ta an application for permission to appeal which was finally dismissed
by the court in December 2013,

The Trustees have included an amount of £1,675,845 as a debtor, being the amount to be recovered
from the recipients' as unauthorised payments.

We were able ta confirm the amounts paid out to individuals under the above arrangements. However we
were unable to establish the recoverability of these amounts.

Tax status of the Scheme

The Scheme is a registered pension scheme under the provisions of Schedule 36 of the Finance Act 2004.
Accordingly under the provisions of sections 186 and 187 of the Finance Act 2004 its income and
investment gains are free of taxation.

The Scheme has received a notice frem HMRC in the year raising a Scheme Sanction Charge of £637,538
in cannection with the total MPVA payments made fraom the Scheme. The Trustees are appealing these
charges and the outcome of this appeal remains uncertain at the date of signing the accounts.

Disclaimer of Opinion

Because of the significance of the matters described in the Basis of Disclaimer of Opinion Paragraph
relating to the valuation of investments, the recaverability of unauthorised payments and the potential
tax conseguence an the scheme, we have not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion. Accordingly we do not express an apinion on the financial
statements.

Ech“l Niaattaa Irf_lmfl
RSM Northern Ireland
Chartered Accountants and Registered Auditors

Number One
Lanyon Quay
Belfast

BT1 31LG

Date: 3--\5? g{—m""h’” Tl
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Tallton Place Pension Scheme

Financial Statements

For the year ended 31 May 2016

Fund Account

Contributions and benefits
Other payments
Administrative expenses

Net withdrawals
from dealings with members

Returns on investments
Investment income
Net returns on investments

Net decrease in fund for the year
Net assets at 1 June 2015
Net assets at 31 May 2016

The notes on pages 15 to 19 form an integral

Private and Confidential

Note

part of these financial statements.

2016 2015
£ £

= (637,538)

(76,819) (124,586)
(76,819) (762,124)
(76,819) (762,124)
5,120 8,790
5,120 8,790
(71,699) (753,334)
3,036,794 3,790,128
2,965,095 3,036,794
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Tallton Place Pension Scheme

Financial Statements

Statement of Net Assets

(available for benefits) as at 31 May 2016

2016 2015

Note £ £

Total net investments - -
Current assets 7 3,614,076 3,693,001
Current liabilities 8 (648,981) (656,207)
Net assets at 31 May 2016 2,965,095 3,036,794

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 15 to 19 form an integral part of these financial statements.

nanc sed tor issue on 242/ o6
These financial statements were approved by the Trustees and authorised for issue on. &1/ {5 /#8X

Signed for and on behalf of the Trustees
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Tallton Place Pensian Scheme

Notes to the Financial Statements

1. Basis of preparation

The financial statements have been prepared in accordance with the Occupational Pension Schemes
{Requirement to obtain Audited Accounts and a Statement frem the Auditor) Regulations 1996, Financial
Reporting Standard 102 - The Financial Reporting Standard applicable in the UK and Repuhlic of Ireland
issued by the Financial Reporting Council and the guidance set out in the Statement of Recommended
Practice (SORP), Financial Reports of Pension Schemes (Revised 25 November 2014), published by the
Pensions Research Accountants Group.

This is the first year FRS 102 and the revised SCRP has applied to the Scheme’s financial statements and
the date of transition was 1 June 2014. The first comparative period under FRS 102 was the year ended
31 May 2015. This has had no impact on the figures in the financial statements other than the change in
format.

2. Accounting policies

Investment Income

Interest on bank deposits is accounted for as it accrues.

Transfers

Individual transfers to and from the Scheme during the year are included in the financial statements an
the basis of when the member liability is accepted or discharged which is nermally when the transfer
amount is paid or received.

There were no transfers out during the year.

Benefits

Benefits payable are included in the financial statements on an accruals basis when the member notifies
the Trustees as to the type or amount of benefit to be taken, or where there is no cheoice, an the date of
retirement or leaving. Currently Dalriada Trustees is not able to identify benefits payable,

Administrative expenses and investment management expenses

Administrative expenses and investment management expenses are accounted for on an accruals basis.

Currency

The Scheme's functional currency and presentational currency is pounds sterling GBP.

Investment Assets

Dalriada Trustees is still unclear as to the precise nature of some of the property investments and, where
more information is available, it appears that these investments are illiquid and have na immediate
realisable value. 1In the absence of evidence to contrary, the cnly reasonable and prudent approach that
Dalriada Trustees can take in valuing these property investments is tc assume that they have no value.
Where the amount to be recovered or returned can be estimated with reasonable certainty investments
are valued on this basis.
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Tallton Place Pension Scheme

Notes to the Financial Statements

3. Other payments

2016 2015

£ £

Scheme Sanction Charge - 637.538
- 637.538

The Scherne Sanction Charge has been received from HMRC in cannection to the total MPVA payments
made from the Scheme. Based on the available information it is HMRC's view that unauthorised payment
tax charges arose when the "loans" were made. Dalriada Trustees are appealing these charges.

4. Administrative expenses

2016 2015
£ £
Audit fees 1,740 1,500
Legal fees 53,587 70,245
Pensions Regulator Levy 253 253
Trustee fees 21,169 52,545
Other professional fees 70 43
76.819 124,586
5. Investment income

2016 2015
£ £
Interest on cash deposits 5,120 8,790
5.120 8.790

6. Reconciliation of Investments

Purchases Sale Change in

Value at at cost proceeds market Value at
25/01/2011 value 31/05/2011
£ £ £ £ £
South Horizon Trading Ltd & 800,000 - (800,000) =
Affinity Commercial LLP - 365,000 fa (365,000) -
Entrepreneurs Capital - 300,000 - (300,000) #
Investments Total - 1,465,000 - (1,465,000) -

Private and Confidential
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South Horizon Trading Ltd
Affinity Commercial LLP
Entrepreneurs Capital
Investments Total

South Horizon Trading Ltd
Affinity Commercial LLP
Entrepreneurs Capital
Investments Total

Affinity Commercial LLP
Entrepreneurs Capital
Investments Total

Affinity Cammercial LLP
Entrepreneurs Capital
Investments Total

Affinity Commercial LLP
Investments Total

Tallton Place Pension Scheme

Notes to the Financial Statements

Purchases Sale Change in
Value at at cost proceeds market Value at
01/06/2011 value 31/05/2012
£ £ £ £ £
= - - 865,000 865,000
- - - 865,000 865,000

Purchases Sale Change in
Value at at cost proceeds market Value at
01/06/2012 value 31/05/2013
£ £ E £ £
865,000 - (860,514) (4,486) -
865,000 - (860,514) {4,486) -

Purchases Sale Change in
Value at at cost proceeds market Value at
01/06/2013 value 31/05/2014
£ £ £ £ £
— - (333,833) 333.833 =
- - {333,833) 333,833 -

Purchases Sale Change in
Value at at cost proceeds market Value at
01/06/2014 value 31/05/2015
£ £ £ £ £

Purchases Sale Change in
Value at at cost proceeds market Value at
01/06/2015 value 31/05/2016
£ £ £ £ £

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 an sales of

investments during the year.

Private and Confidential
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Tallton Place Pension Scheme

Notes to the Financial Statements

Dalriada Trustees reached an agreement with regard to the South Horizan investment that resulted in the
sum originally invested, together with interest, being returned to the Scheme. This was shown in the
2013 accounts.

After pressing Entrepreneurs Capital that investment was eventually repaid in full with interest. This was
shown in the 2014 accounts.

Far defined contribution schemes, investments purchased by the Scheme are aliccated to provide
benefits to the individual members. The previous Trustees/administrators did not make any allocation of
funds when members transferred in and, as stated earlier, some of the investments have no immediate
realisable value. Consequentiy, Dalriada Trustees Limited has been unable to carryout an allocation of
funds ta members and will, in time, require further direction fram the Court as to the most appropriate
method to use.

7. Current assets

2016 2015

£ £

Sundry debtars = 35
MPVA's 1,675,845 1,675,845
Cash balances 1.838.231 2,017,121
3,614,076 3.693.,001

Included in the bank balance is £1,938,231 (2015: £2,017,121) which is not allocatec to members.

MPVA's
Purchases Sale Change in
Value at at cost proceeds market Value at
01/06/2015 value 31/05/2016
£ £ £ £ £
MPVA 1,675,845 o = - 1,675,845
1,675,845 & - - 1,675,845

The previous Trustee effected a number of unsecured loans ta members of ather pension schemes under
the wrapper of 'Maximising Pension Value Arrangements' (MPVA's).

Subsequent to their appointment Dalriada Trustees did not make any further MPVA payments (with the
exception of some MPVA's that were set up and subsequently paid by telegraphic transfer in the days
shortly after appointment and that Dalriada Trustees were not able to prevenrt being paid) and sought
direction from the Court regarding the status of the amounts already paid. On 16 December 2011 the
Court ruled that MPVA loans were unauthorised member payments, as defined by s.160(2) of the Finance
Act 2004, and as a result the Court held that the MPVA loans were not validly made.

Dalriada Trustees have included as a debt an amaunt of £1,675,845, being the money paid out under
these arrangements and now to be recovered from the recipients.

However, whilst Dalriada Trustees is able to confirm the amounts paid out to individuals under these
arrangements, it is unable to establish the recoverability of these amounts.
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Talltan Place Pension Scheme

Notes to the Financial Statements

8. Current liabilities

2016 2015

E 3

Scheme Sanction Charge (637,538) (637,538)
Accrued expenses (11,443) (18,669)
{(648.,981) (656,207)

9. Related Party Transactions

During the year Trustee Fees of £21,169 (2015: £52,545) were due to Dalriada Trustees, As at 31 May
2016 £1,600 (2015: £5,611) was still due to Dalriada Trustees.

10. Contingent Liabilities

Ark Business Cansulting have lodged a counter claim for administration charges outstanding. 1n Dalriada
Trustees' apinion, this counter claim is unlikely to be successful.

11. Subsequent Events
Since its appointment, Dalriada Trustees has taken the decision to:

Cease to accept new members and/or any further payments into the Scheme, except by way of
telegraphic transfers in (ar as a result of further contracting out payments paid by HMRC (either directly
or via the transferring scheme).

To commence separate legal proceedings against Ark Business Consulting with regard to the level of
administration charges taken.

12. Taxation

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

13, Self investment

There are no known instances of self investment during the year.
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Tallton Place Pension Scheme

Summary of Contributions

During the year ended 31 May 2016€ no contributions were paid or due to the Scheme.

Signed for and on behalf of the Trustees
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Independent Auditors' Statement about Contributions, under Regulation 4 of the Occupational
Pension Schemes (Requirement to Obtain Audited Accounts and a Statement from the Auditor)
Regulations 1996, to the Trustees of the Tallton Place Pension Scheme

We have examined the summary of contributions to the Tallton Place Pension Scheme for the Scheme
year ended 31 May 2016 to which this statement is attached.

This report, including the opinion, has been prepared for and only the Trustees as a body in accerdance
with section 41 of the Pensions Act 1995 and for no other purpose. We do not, in giving this opinion,
accept or resume respansibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by priar cansent in writing.

Respective responsibilities of Trustees and Auditors

As explained more fully in the Statement of Trustees’ Responsibilities, the Scheme's Trustees are
respansible for ensuring that there is prepared, maintained and from time to time revised a payment
schedule showing the rates and due dates of certain contributions payable tewards the Scheme by or on
behalf of the employer and the active members of the Scheme. The Trustees are also responsible far
keeping records in respect of contributions received in respect of active members of the Scheme and for
monitoring whether contributions are made to the Scheme by the employer in accordance with the
payment schedule.

It is our respansibility to pravide a statement about contributions paid under the payment schedule and
to report our opinion to you.

Scope of work on statement about contributions

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

Statement about contributions payable under the payment schedule

In our apinion contributions for the Scheme pericd ended 31 May 2016 as reported in the attached
summary of contributions have in all material respects heen paid at least in accordance with the payment
schedule.

50t Nottonen lchond
RSM Northern Ireland

Chartered Accountants and Registered Auditors

Number Cne
Lanyon Quay
Belfast

BT1 3LG

Date: i N Q{W b
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Tallton Place Pension Scheme

Compliance Statement

Changes in and other matters relating to the Scheme advisers

During the year there were na changes to the Scheme advisers.

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 earlier employers and trustees. To trace a benefit
entitlement under a former employer’s scheme, enquiries should be addressed to:

Pensian Tracing Service

The Pension Service 9

Mail Handling Site A

Wolverhampton

Wwvag 1LU

Telephone: 0345 600 2537

Website: www.gov.uk/find-lost-pension

The Pensions Advisory Service

If members or their dependants have problems concerning pension rights or are not satisfied by the
infermation ar explanation given by the Trustees or the administrators, they can consult the Pensions
Advisory Service (TPAS) at any time. Normally they should try to contact a local TPAS adviser through
their nearest Citizens Advice Bureau. Alternatively, they can write to TPAS at:

11 Belgrave Road

London

SWi1V 1RB

Telephone: 0300 123 1047

Website: www.pensionsadvisoryservice.ora.uk
E-mail: enguiries@pensionsadvisoryservice.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 Pensions Ombudsman to investigate and determine any complaint or dispute of fact or law involving
cccupational pension scheme. The address is:

11 Belgrave Road

Landan

SWi1V t1RB

Telephcne: 0207 630 2200

Website: www.pensions-ombudsman.ora.uk
E-mail: enauiries@pensions-ombudsman.org.uk

The Pensions Regulator

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

The Pensions Requlator

Napier House

Trafalgar Place

Brighton BN1 4DW

Telephone: 0345 600 0707

Website: www.thepensionsreaulator.qov.uk
E-mail: customersuppori@tpr.gov.uk
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Appendix 1

Annual Governance Statement by the Chair of the Trustee for the Scheme Year Ending on 31
May 2016

Introduction

New governance rules apply to defined contribution ('DC’) schemes, and therefore the Scheme, fram 6
April 2015,

As the Chair of the Trustee, I have to provide you with a yearly statement which explains what steps
have been taken by the trustee to meet the new governance standards. This first statement covers an
extended Scheme year from 6 April 2015 to 31 May 2016.

What has to be included in the statement is set out in law. Under normal circumstances the statement
will relate to a DC scheme properly established to provide appropriate benefits for its memhers.

As you are aware from the Announcements issued to members since its appointment, Dalriada Trustees
Limited ("Dalriada”) was appointed as trustee to the Scheme by the Pensions Regulator amid concerns as
to how the Scheme was being run, the investments made by the previous trustee and, principally, that
the Scheme was being used as a vehicle for pension liberation. This has presented Dalriada with a
number of 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 cannct meet certain
governance obligations, I have explained why that it is the case.

Background

Dalriada was appointed as Independent Trustee of the Scheme by Order of the Pensions Requlator an 31
May 2011. The powers and duties exercisable by Dzlriada in its capacity as trustee are to the exclusion
of any other trustees of the Scheme.

The Scheme was used, principally, as a vehicle to allow members under the minimum retirement age of
55 access to cash payments. Under the wrapper of a '"Maximising Pension Value Arrangement’ {(MPVA),
members of the Scheme received an unsecured loan {or loans) fram other pension schemes, similarly
established. Inturn, and, again, using the MPVA wrapper, the previous trustee effected a humber of
unsecured loans to members of thase ather pension schemes.

Subsequent to its appointment, Dalriada did not make any further MPVA payments and scught directicn
from the Court regarding the status of the MPVA loans already in place. A judgment handed down on 16
December 2011 found that the MPVA |oans were unauthorised member payments and in breach of the
trustee’s powers of investment.

HMRC also consider the MPVA loans to be unauthorised payments and, as a result, HMRC have issued
provisional tax assessments against both the Scheme and its members. These provisional assessments
are significant and have been appealed by the majority of members and by Dalriada respectively. The
carrect basis for taxation will anly be established at the end of the appeal process, to be run through the
Tax Tribunal (equivalent ta the Court far matters relating to tax).

In addition to the loans made ta memkers of other schemes, the Scheme mace three inappropriate
investments, two of which have now been recovered.
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Default investment arrangement
The Scheme did not offer members any choice as to how their funds were invested.

Alongside the MPVA loans made to members of other schemes, funds were invested in an unusual and
high risk, unrequlated investment, South Horizon Trading Limited, based in Cyprus. Ultimately Calriada
reached an agreement with the Cypriot company that resulted in a full return of funds, plus interest, to
the Scheme.

The Scheme also invested in Entrepreneur Capital Holdings, a campany based in the British Virgin
Islands. The invested funds were subsequently recovered in full with interest by Dalriada.

In addition, the Scheme further invested in a property company based in Guernsey, Affinity Cemmercial
LLP {previously ROM Capital Asset Management Limited). Dalriada continues to correspond with Affinity
to ascertain if an early exit from the investment can be agreed,

All recovered funds are held in cash.

In Dalriada’s view, there has never been an appropriate default investment arrangement. There is no
life-styling option available.

The previous trustee directed investment decisions without seeking appropriate investment advice.
No serviceable Statement of Investment Principles exists for the Scheme,

As all of the Investments and the use of MPVA loans are uncenventional, they do not camply with any
maximum charge requirements.

The Court previously ruled that the MPVA loans were made in breach of trust and were not validly made.
As trustee of the Scheme, Dalriada has a duty to recover any of the Scheme’s assets paid out in breach
of trust and this would include funds paid by way of MPVA loans. Dalriada is seeking direction from the
Court as to the approach it should take with regard to the recovery of the MPVA loans.

To date, due to the issues still facing the Scheme, principally related to the recovery of investments and
the uncertainty surrounding taxation, the Scheme has adopted, and it is likely it will continue to adopt, a
low risk investment strategy.

Ultimately, it is Dalriada’s intenticn ta wind up the Scheme as soon as it is able, giving members the
opportunity to transfer any funds to a more suitable arrangement of their chaice. However it is likely
that it will still be seme time before the Scheme can be wound up.

Core Financial Transactions

Trustees have a specific duty to ensure that care financial transactions relating to DC schermes are
processed promptly and accurately. These include the following:

. investing contributions paid into the Scheme

. transferring assets related to members into or out of the Scheme

. transferring the assets between different investments within the Scheme
. making payments fram the Scheme ta or on behalf of the members.

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

This is due to a number of factors, not least uncertainty regarding the potential tax charges mentioned
above. Mcre infarmation on this has been provided in Dalriada’s Ahnouncements to members.

The financial transactions the Scheme does make are, in the main, in relation to costs. These are
reported in the Scheme’s annual accounts.
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Given its inability to carry out the majority of routine administrative actions, unsurprisingly, over the
reporting period, there have been no material administration service issues which need to be reported
here by Dalriada.

Notwithstanding this, Dalriada, as a prafessional Independent Trustee, has processes and controls in
place that are suitably designed to ensure any service objectives can be achieved once the Scheme is in a
pasition to operate in the manner of a normal scheme.

Charges and Transaction Costs

The new governance rules require trustees to make an assessment of the charges and transactions costs
borne by DC scheme members.

No transactions have taken place within the period of this statement as Dalriada has not accepted any
payments into the Scheme, either by way of contributions or transfers in.

Under the terms of its appointment, the fees of Dalriada and its advisers are met from Scheme funds.

Due to the mismanagement of the Scheme by its previous trustee and the subsequent actions taken by
Dalriada since appointment, it is inevitable that the Scheme has incurred, and will continue to incur,
significantly higher ongoing costs than would be the case for a similarly sized but conventional scheme.

Dalriada has set out in its various Announcements toa members the actions it undertook, and cantinues to
take, to recover the investments made by the previous trustees. Generally, actions undertaken by
Dalriada, beyond those considered necessary far the appropriate management of the Scheme, are now
centered on legal action and around the tax charges. Such actions are considered on a cost benefit
analysis and, where necessary, Court approval is sought for the use of Scheme funds to pay for such
legal action.

Good value for members

When assessing the charges and any transaction costs which are payable by members, trustees are
required to consider the extent to which the investment options and the henefits offered by the Scheme
represent good value for members when compared to other options available in the market. Given the
particular circumstances of the Scheme, such a camparison is simply not possible.

Generally, Dalriada’s aim is to recaver what assets it can, as cast effectively as it can, to obtain Court
direction on a number of administrative matters and to resolve the positon with HMRC as regards the
possible taxation and, thereafter, to determine the value of members’ funds and pravide members with
appropriate options prior to, ultimately, winding up the Scheme.

Trustee Knowledge and Understanding

The law sets out the requirement for trustees to have appropriate knowledge and understanding of legal
requirements relating to pensions and trusts, the funding of accupational pension schemes, investment of
Scheme assets and other matters to enable them to exercise their functions as trustees properly. This
requirement is underpinned by guidance in the Pension Regulator’s Code of Practice 7.

Dalriada, as a professional trustee, meets all knowledge and understanding requirements. A record of
the training completed by Dalriada staff is kept and this training record is reviewed periodically to
improve standards. Dalriada also seeks external specialist advisers when required.

All current Dalriada staff have completed the Trustee Toolkit made available by the Pensions Regulator.
New staff must complete the Toolkit after joining Dalriada.
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As a result of the training activities which have been completed by Dalriada staff individually and
collectively, and taking into account the professional external advice available to Dalriada when required,
Dalriada considers that its combined knowledge and understanding enables it to exercise properly its
function as trustee of the Scheme.

Signed for and on behalf of Dalriada Trustees Limited (the Trustee)

Chairman

Date
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