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Lancaster Pension Scheme

Trustees’ Report

Introduction

The Trustees of the Lancaster Pension Scheme (“the Scherne”} are pleased to present their report
together with the audited financial statements for the year ended 31 May 2019. The Scheme is a defined
contribution scheme.

The Scheme was established on 12 May 2010, 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 Work 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 through a Defined Contribution pension scheme. All existing contracted out
payments are treated as non-protected rights benefits, Individuals who were contracted out automatically
began to accrue benefits under the S2P from 6 April 2012,

The Annual Governance Statement included as Appendix 1 and the Compliance Statement set out on
page 21 forms part of this report,

Scheme management

The Trustees are

Athena Pension Services Limited.
Dalriada Trustees Limited.

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

The directors of Dalriada Trustees Limited are D N Copeland, C M Johnstone, A B Kennett, T Lukic, CJ
Roberts (appeinted 18 October 2019), B D Spence and V Vassou (appointed 18 October 2019). The
directors of Dalriada Trustees Limited were appointed in accordance with that company's Memorandum
and Articles of Association.

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

Dalriada Trustees Limited ("Dalriada"} has 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
beneficlaries. A dispute resolution procedure has been agreed by the Trustees, details of which can be
obtained by writing to Dalriada Trustees Limited, Linen Loft, 27 - 37 Adelaide Street, Belfast, BT2 8FE or
by download from the members' website page http://www.dalriadatrustees.co.uk/Ark or via an email
request to arkadmin@dalriadatrustees.co.uk.
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Trusteas’ Report

Financial development of the Scheme

The financial statements of the Scheme for the year ended 31 May 2019 are set out on pages 13 to 18;
the Trusteas’ summary of contributions and the Auditor’s statement about contributions are set out on
pages 19 and 20. 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 £2,755,960 at 31 May 2018 to £2,612,978 at 31 May 2019.

Transfers at less than cash equivalent

No transfer values were paid during the year.

Membership
As at 31 May 2019, 92 members were entitled to benefits from the Scheme.

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

Active Deferred Pensioner
Membership at 01/06/2018 - 92 -
Membership at 31/05/2019 - 92 -

One member died in 2014, this has not been reflected in the membership figures as no payment has
been made in respect of this member.

Pension increases

No pensions were paid during the year.

Changes to the Scheme rules

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

Changes to the Scheme auditor
The Trustees appointed Johnston Carmichael LLP as Scheme auditor with effect from 26 September 2018.

Following the resignation of RSM UK Audit LLP as the auditor with effect from 25 October 2018 they
reported that there were no circumstances connected with their resignation which in their opinion
significantly affected the interests of the members or prospective members of, or beneficiaries under, the
Scheme.

Governance and Risk Management

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

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

6




Dalriada. A better way

Lancaster Pension Scheme

Trustees’ Report

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

Dalriada 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 were not able to prevent being paid.

Other investments were made in various property 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 Consulting, the company previously employed to provide administration services.

Similarly, no proper accounting records appeared to have been kept.

Since appointment, Dalriada has put in piace a more robust administration database. Further, Dalriada
has created appropriate accounting records the information from which underpins the accounts appended
to this Report and which have been independently audited.

Dalriada were of the opinion that the front end administraticn charges taken by Ark Business Consulting
were not appropriate and commenced separate legal proceedings in an attempt to recover at least a
proportion of those monies, obtaining a freezing order at the outset of proceedings. It became evident
that the funds taken by Ark were transferred to, and spread amongst, a large number of introducing
companies prior to Dalriada's appointment as Trustee. Ultimately it was determined not to be cost
effective to continue pursuing the claim against the Ark LLPs, A settlement was reached in early 2017
with the Ark LLPs with regards to Dalriada's claim and, alse, a counterclaim by the Ark LLPs for
outstanding fees.

Dalriada 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 was aware, and made members aware, that HMRC were likely to fook to levy tax charges as a
result of the MPVA payments. HMRC subsequently issued unauthorised payment charges on members
and also a Scheme Sanction Charges on the Scheme itself. 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. Dalriada has appealed the Scheme Sanction Charges. It has not been possible, ta date, 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. Nevertheless, whilst progress has been made over the course of the last year, it Is likely to
be the second half of 2020 at the earliest before the appeal is heard in the Tax Tribunal.

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 on this matter which
became effective from 6 April 2006 and was updated with effect from November 2009, Dalriada is aware
of these requirements and, as a professional trustee, maintains an ongoing training programme for all of
its staff,
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Further information

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

If members have any complaints or queries regarding the Scheme, or wish to obtain further information,
they should contact Dalriada Trustees Limited, Linen Loft, 27 - 37 Adelaide Street, Belfast, BT2 8FE.
Email address arkadmin@dalriadatrustees.co.uk

The General Data Protection Regulations 2016/679 (Regulations} cover information which is heid
electronically, i.e. computer based information and extend data protection laws to cover paper-based
records held for individuals. The Regulations contain restrictions on the processing of special categories of
data, as defined in the Regulations, to which individuals must give their 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 Trustees and/or the Scheme’s advisers to administer 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 toc members for the purposes of administering and operating the Scheme, which includes
passing on data to third parties, as mentioned above.

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

Investment report

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

Further, there was, at outset, some resistance to the provision of information surrounding these
investments by both the original trustees and Ark Business Consulting, notably the lack of any
appropriate investment advice being sought or received.

The original trustees 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. The
loans to members were found by the Court to be in breach of the trustees' investment powers and were
deemed void. Dalriada is now working to recover the loans as best it can, subject to direction of the
Court.

With regard to various other property investments, Dalriada has undergone its own research and its
findings 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 were told units
would be listed and, in theory, tradable on the Channel Island stock exchange. Dalriada ascertained that
the original promoters 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 were asked to
complete paperwork to take ownership of the shares. HYPER entered voluntary liquidation in November
2012. Dalriada continued 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 was/what
exit options might be available. Dalriada entered into negotiations with Affinity and, ultimately, a final
settlement sum was agreed that included repayment of all of the original investment plus an additional
amount for lost interest. In total £1,552,946.13 was recovered in late 2017, to be split across the four
Ark schemes that invested in Affinity.
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Entrepreneurs Capital Holdings

Dalriada 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's 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, glven the state of the property market in Cyprus.

Dalriada reached an agreement with the Cypriot company that resulted in the sum originally invested,
together with interest, being returned to the Scheme. This was shown in the 2013 accounts.

Freedom Bay (in Receivership 28 March 2017)

Dalriada had established that the investment in Freedom Bay amounted to an entitlement to a number of
fractional ownership certificates in a villa develapment (effectively a time share). Dalriada continued to
monitor the investment and determined that there had been limited construction activity. However,
deadlines for completion had been missed. Early in 2017 Dalriada was advised that the development
company had been placed into receivership and Dalriada is now in correspondence with the Joint
Receivers and Managers as to what funds may be payable to creditors, if anything. At this stage it
appears unlikely that any material sums will be recovered and Dalriada is considering what courses of
action are available and will update members by way of further Announcements as matters progress.

Custodial arrangements
Dalriada has been unable te obtain details of any custodial arrangements having been put in place.

Investment principles

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

Empleyer 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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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. Pensicn scheme regulations require, and the Trustees are responsible for ensuring, that
those financial statements:

o  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 the scheme year of its assets and liabilities, other than
liabilities to pay pensions and benefits after the end of the scheme year; and

« contain the information specified in Regulation 3A of the Occupational Pension Schemes
(Requirement to obtain 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 discharging the above responsibilities, the Trustees are responsible for selecting suitable accounting
policies, to be applied consistently, making any estimates and judgments on a prudent and reasonable
basis, and for the preparation of the financial statements on a going concern basis unless it is
inappropriate fo presume that the Scheme will not be wound up.

The Trustees are also responsible for making available certain other information 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 pensions legislation for securing that a payment schedule is prepared,
maintained and from time to time revised showing the rates of contributions payable towards the Scheme
by or on behalf of the Principal Employer and the active members of the Scheme and the dates on or
before which such contributions 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 Principal 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 reports to The Pensions Regulator and the
members,

Signed for and on behalf of the Trustees

For Dalriada Trustees Limited....%/
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Lancaster Pension Scheme
Independent Auditor’s report to the Trustees

Disclaimer of Opinion

We were engaged to audit the financial statements of the Lancaster Pension Scheme (the ‘Scheme’) for
the year ended 31 May 2019, which comprise the fund account, the statement of net assets and notes to
the financlal statements, Including a summary of significant accounting policies. The financial reporting
framework that has been applied 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).

We do not express an opinion on the accompanying financial statements of the Scheme. Because of the
significance of the matter described in the Basis for Disclaimer of Opinion section of our report, we have
net been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on
these financial statements.

Basis for Disclaimer of Opinion

Included within current assets in note 5 are MPVA assets of £2,660,766, which represent over 100% of
the Scheme’s net assets at 31 May 2019. As explained in note 5 to the financial statements, the
Scheme’s Trustees could not establish the recoverability of MPVA current assets as at 31 May 2019, Due
to the current status of legal proceedings, we were unable to obtain sufficient appropriate audit evidence
about the recoverability and so the carrying value of the Scheme’s MPVA assets as at 31 May 2019 by
using alternative audit procedures. We were also unable to obtain sufficient appropriate audit evidence
about the accuracy of the £nil value of a potential impairment in the carrying amount of the MPVAs
during the year ended 31 May 2019. Consequently, we were unable to determine whether any
adjustments to these amounts were necessary.

Responsibilities of Trustees

As explained more fully in the Trustees’ respensibilities statement set out on page 10, the Scheme’s
Trustees are responsible for the preparation of the financial statements and for being satisfied 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 responsible for assessing the Scheme’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting uniess the Trustees either intend to wind up the Scheme or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

QOur responsibility is to conduct an audit of the Scheme’s financial statements in accordance with
International Standards on Auditing (UK) and to issue an auditor's report,

However, because of the matter described in the Basis for Disclaimer of Opinion section of our report, we
were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on
these financial statements.

We are independent of the Scheme in accordance with the ethical requirements that are relevant to our
audit for the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled
our ethical responsibilities in accordance with these requirements.

11
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Independent Auditor’s report to the Trustees

Use of our report

This report is made solely to the Scheme’s Trustees, as a body, in accordance with Regulation 3 of the
Occupational Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the
Auditor) Regulations 1996, made under the Pensions Act 1995. Our 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.

Dot Cnrcbaid (A7

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 2ND

Date: 7% D&P L 1019
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Lancaster Pension Scheme

Financial Statements

For the year ended 31 May 2019

Fund Account

2019 2018
Note £ E
Conmtributions and benefits
Administrative expenses 3 (150,066) (283,172)
{(150,066) {283,172}
Net withdrawals
from dealings with members (150,066) (283,172}
Returns on investments
Investment income 4 7,084 1,771
Change in market value of investments - 226,109
Net returns on investments 7,084 227,880
Net decrease in the fund for the year (142,982) (55,292)
Net assets at 1 June 2018 2,755,860 2,811,252
Net assets at 31 May 2019 2,612,978 2,755,960

The notes on pages 15 to 18 form an integral part of these financial statements.

13
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Statement of Net Assets

{available for benefits) as at 31 May 2019

2019 2018

Note £ . ) E

Current assets 5 3,787,017 5,277,174
Current liabilities 6 (1,174,039) (2,521,214)
Net assets at 31 May 2019 2,612,978 2,755,960

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 18 form an integral part of these financial statements.

These financial statements wera approved by the Trustees and authorised for issue on?ﬁl(z/zu/ ?

Signed for and on behalf of the Trustees

For Dalriada Trustees Limited....... &0 Ld%..... /.

14
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Lancaster Pension Scheme

Notes to the Financial Statements

1. Basis of preparation

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

2. Accounting policies

Functional currency

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

Investment Income

Interest on bank deposits is accounted for as it accrues.

Transfers

Individual transfers to and from the Scheme during the year are included in the financial statements on
the basis of when the member liability is accepted or discharged which is normally 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 choice, on the date of
retirement or leaving. Currently Dalriada 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.

Investment Assels

The Scheme invested in Freedom Bay, a fractional ownership investment in a villa development in St.
Lucia. Dalriada has been engaging with Freedom Bay regarding an exit from the investment. However,
Dalriada now understands that the development company behind Freedom Bay has gone into
administration. Dalriada is in correspondence with the Administrators with regard to any repayment to
creditors, but does not expect there to be any material returns to the Scheme.

In the abhsence of evidence to contrary, the only reasonable and prudent approach that Dalriada Trustees
can take in valuing these property investments Is to 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.

15
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Notes to the Financial Statements

MPVAs are a number of unsecured and unauthorised loans made to members of other pension schemes
under the wrapper of 'Maximising Pension Value Arrangements' {(MPVAs).

MPVAs are initially accounted for at transaction price and are subsequently valued at transaction price

less any loans which have been part or fully repaid by members.

At present Dalriada is unable to estimate any provision for impairment to the balance.

3. Administrative expenses

Audit fees

Legal fees

Pensions Regulator Levy
Trustee fees

Other professional fees

4. Investment income

Interest on cash deposits

5. Current assets

Sundry debtors
MPVA's
Cash balances

2019

2,820
100,866

47,274
(894)

150,066

2019
£
7,084

7,084

2019
£

2,660,766
1,126,251

—_3787,017

2018

£

3,990
223,906
288
54,981
7

283,172

2018
£
1,771

1,771

2018
£

11,148
2,701,645
2,564,381

5,277,174

Included in the bank balance is £1,126,251 (2018: £2,564,381) which is not allocated to members.

The previous Trustee/administrators did not make any allocation of funds when members transferred in.
Consequently, Dalriada has been unable to carry out an allocation of funds to members and will, in time,
require further direction from the Court as to the most appropriate method to use.

16
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MPVA's
Purchases Sale Change in
Value at at cost proceeds market Value at
01/06/2018 value 31/05/2019
£ £ £ £ £
MPVA 2,701,645 - (40,879} - 2,660,766
2,701,645 - (40,879} - 2,660,766

The previous Trustee effected a number of unsecured loans to members of other pension schemes under
the wrapper of 'Maximising Penslon Value Arrangements' (MPVAs).

Subsequent to their appointment Dalriada did not make any further MPVA payments (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 were not able to prevent 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 |oans
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 sought direction from the Court as to the approach it should take with regard to the recovery of
the MPVA loans and, following a hearing in the summer of 2017, it received direction that it was able to
look to recover the MPVA loans. Dalriada, through its legal advisers, sought repayment or, otherwise,
that members provided details as to their financial position and whether they were likely to be able to
repay, either over a period of time, at some time in the future or ever. A further complication was that
there were potential limitation issues and, as such, Dalriada looked to enter into standstill agreements to
avoid having to commence legal action prior to direction from the Court. Whilst the majority of members
did enter into standstill agreements, some didn't and Dalriada commenced legal action accordingly,
obtaining default judgments In a number of cases. However, Dalriada will not ook to enforce any
judgment until such time as it has had further direction from the Court. Dalriada anticipates returning to
Court for further directions which it is hoped will sanction Dalriada making an offer to members to be able
to repay loans over a period of time. It had hoped to get back into Court in 2019. This did not happen
for a number of reasons largely connected to the tax appeals and, also, a second application that is
intended be made at the same time with regard to members joining the Scheme after Dalriada’s
appointment. It is now expected that this will be in 2020.

Dalriada has included as a debt an amount of £2,660,766, being the money paid out under these

arrangements and now to be recovered from the recipients. As at 31 May 2019, £125,354 (2018:
£84,475) had been recovered.

However, whilst Dalriada is able to confirm the amounts paid out to individuals under these
arrangements, it is unable to establish what might ultimately be recovered.

6. Current liabilities

2019 2018

£ £

Accrued expenses (13,375} (17,787)
Scheme sanction charge (1,102,060} (1,102,060)
Sundry creditors (58,604} (1,401,367)
{1,174,039) (2,521,214)
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7. Related Party Transactions

During the year the feas due to Dalriada were £47,274 (2018 : £54,981). As at 31 May 2019 £2,687
(2018 : £2,967) was still due to Dalriada.

Funds were due from the Scheme with regards to funds received from Ark Business Consulting as part of
the settlement claim, the funds due as at 31 May 2019 were Cranborne Star Pension Scheme £nil (2018:
£3,333), Grosvenor Parade Pension Scheme £nil (2018: £2,386), Portman Pension Scheme £nil (2018:
£4,746), Tallton Place Pension Scheme £nil (2018: £3,468) and Woodcroft House Pension Scheme £nil
(2018: £1,993).

Funds were also due from the Scheme in connection with the Affinity settlement, the funds due as at 31
May 2019 were Cranborne Star Pension Scheme £nil (2018: £550,364), Portman Pension Scheme £nil
(2018: £226,109) and Tallton Place Pension Scheme £nil (2018: £550,364).

As at 31 May 2019 the Scheme was due to receive funds from Cranborne Star Pension Scheme £nil
(2018: £2,333), Grosvenor Parade Pension Scheme £nil (2018: £1,607), Portman Penslon Scheme £nil
(2018: £3,322), Tallton Place Pension Scheme £nil (2018: £2,428) and Woodcroft House Pension Scheme
£nil (2018: £1,395) in relation to legal fees paid by the Scheme. These funds were all repaid on 23
November 2018,

Funds are due to Cranborne Star Pension Scheme with regards to a transfer that was received into the
Lancaster Pension Scheme in error, the funds due as at 31 May 2019 are £13,104 (2018: £13,104).

8. Contingent Liabilities

There were no contingent liabilities at the year end.

9. Subsequent Events

There were no reportable events after the year end.

10. 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.

11. Self investment

There were no known instances of self investment during the year,
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Summary of Contributions

During the year ended 31 May 2019 no contributions were due or paid to the Scheme.

Signed for and on behalf of the Trustees
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independent Auditor’s 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 Lancaster Pension Scheme

We have examined the summary of contributions to the Lancaster Pension Scheme for the Scheme year
ended 31 May 2019 to which this statement is attached.

Statement about contributions payable under the payment schedule

In our opinion contributions for the Scheme year ended 31 May 2019 as reported in the summary of
contributions and payable under the payment schedule have in all material respects been paid at least in
accordance with the payment schedule and Scheme rules.

Scope of work on Statement about Contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions
reported in the attached summary of contributions have in all material respects been 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 those payments under
the payment schedule. :

Respective responsibilities of Trustees and the auditor

As explained more fully in the Statement of Trustees’ Responsibilities, the Scheme’s Trustees are
responsible for securing that a payment schedule is prepared, maintained and from time to time revised
and for menitoring whether contributions are made to the Scheme by the employer in accordance with
the payment schedule,

It is our responsibility to provide a Statement about Contributions paid under the payment schedule and
to report our opinion to you.

Use of our report

This report is made solely to the Trustees, as a body in accordance with Regulation 4 of The Occupational
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 about Contributions and for no other purpose.
Ta the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the Scheme’s Trustees as a body, for our work, for this report, or for the opinions we have formed.

Joluughon Cormnchood (P

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 2ND

Date: ] % Decouber 1015
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Compliance Statement

Changes in and other matters relating to the Scheme advisers

During the year Johnston Carmichael LLP replaced RSM Audit UK LLP as the Scheme auditor; there were
no other changes to the 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:

Pension Tracing Service

The Pension Service @

Mail Handling Site A

Wolverhampton Wvag 1LU

Telephone: 0800 731 0193

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

The Money and Pensions Service

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

s The Money Advice Service
s The Pensions Advisory Service
« Penslon Wise

The Money and Pensions Service brings together for the first time the provision of debt advice, money
guidance and pensions guidance. For pensions guidance the Money and Pensions Service will provide
information to the public on matters relating to workplace and personal pensions,

Telephone: 0115 965 9570
Email: contact@maps.org.uk

Website: www.moneyandpensionsservica.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
occupational pension scheme. The Pensions Ombudsman can be contacted at:

10 South Colonnade

Canary Wharf

E14 4PU

Telephone: 0800 917 4487

Website: www.pensions-ombudsman.org.uk

E-mail; enguiries@pensions-gmbudsman.org.uk
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The Pensions Regulator

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

The Pensions Regulator

Napier House

Trafalgar Place

Brighton BN1 4DW

Telephone: 0345 600 1011

Website: www.thepensionsregulator.gov.uk
E-mail: customersupport@tpr.gov.uk
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The Lancaster Pension Schemie (“the Schemea”)

Anmual Governance Statemeant by the Chair of the Trustee fer the Scheme Year Ending on
31 May 2019

Introduction and background

This statement has been prepared in accordance with regolation 23 the Occupational Pension
Schemea [Scheme Administration] Regulations 1996, as amended {the “Adnvinistration
Regulations"}, and related Pensions Regulator guidance.

It relates to the Lancaster Pension Scheme {the "Schema”}.

As you are aware from the Announcements issuad to members since its appaintment, Dahiada
Trastess Limibed {“Daliiada™) was appointed as trustes te the Scheme by the Pemsions Regulator
amid concerms that the Scheme was being vsed as a vehicle for pension liberation, This has
presentad Dalriada with a number of challenges around governarncae. Nevertheless this skatement is
a l=gal requiremant and, a5 such, tan serve az a usaful reminder of the issues faced by Daldada
and, where it cannot meet certain govarnarnce obligations, T have explainzd why that it is the cage,

Wiilst the previous bustees were aot removed by the Pensions Regulztor, Dalriada Trustess
Limited [Dalviada) was agpointed with axclusive powsars so Dalifada s, effactivaly, the sole trustee
of the Scheme.

The Scheme was used, pringipally, as a vehicle to allow members under the minimum retirerment
age aof 55 to access cash payments. Under the wrapper of 2 "Maxinising Pension Vales
Arrangement’ (MPYE}. members of the Scheme receivad an unsecured loan (or loans) from: other
pensicn schemes, similady established. In bumn, aod, again, vsing the MPEA wrapper, Bhe previous
tiustes effected = number of unseriwed loans te members of these other pension schemes.,

Bubsequent to its sppointment, Dalriada did not make any further MEVA paymeants and sought
direction from the Counk regarding the skatus of the MAVA loans already in place. A judgment
lranded down an 16 Secanber 2041 faund that the MPVA Inans were unauthorsed mamber
payments amd i breach of the frstea’s powers of investment.

HMAC also considers the MPYA lsans fo be unauthorised payrments and, a5 a result, HMRC has
isswed provisiona] tex assessments against both the Scheme and its mambers. These provisional
assessmeants e significant and have been appealed by the majority of rmembers and by Dalviada
vespectively. The correct basis for taxation will only be established at the end of the appeal
pracess, fo be run Ehrough the Tax Tribunal {equivalent ta the Court for matters relating to tax).

Over the cowrse of the scheme year, Dalifiada has been wrarking with its legal advisers and HMBEC to
pragare far the appeal hearving in the Tax Tribunal snd we anticipate befng in the Tritbunal in 2026.

In mdditian o the loans made io membars of other schemes, the Schema mada a2 pumbar of
inappropiiate investments, theee of which have now been recoverad,

Default arrangement

A oumber of requiremvents of the Adminiskration Regulations, which ave referred To in this
statement, relate anly te a "default arrangement”™ as defined in the Administration Regulations. The
Scheme does not have 3 default fund far ongeing acerual. I is not & qualifying scheme within the
mieaning given by section 9% of the Pensions Act 2008, It is not uszed o mest any auto-enroiment
chligations and no contributions are being paid into the Schame,

The Scheme did not offer a Befaulk Lifestyle Strakagy.
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The Scheme did not offer members any chofce as ko how their funds were invested. in Daldada’s
view, there has never heen an agpropriate default investment arrangement. There is no life-styling
option availabla.

Alengside the MPUS loans made by members of ather schemas, funds were invested in unusuzt and
high risk, unregulaked investments.

One such invesiment was Saouth Horzon Teading Limited [South Horizon), based in Cyprus.
ultimately, Dalriada reached an agreement with Soeth Horizen that resulted in the full return of
funds, plus interest, bo the Scheme.

The Scheme afso invasted in Enbreprenewr Capital Holdings, a company hasad {n the British Virgin
Islands. The invested funds were subsequently recowsred in Full, with interest, by Dalifada.

In addition, the Scheme fudther ivvested in a3 property company bazed in Guernssy, Affinity
Commercial LLP {previoasly ROM Capital Aszet Management Limited). Dalriads has now negotisted
settlamient terms with Afinity and the full amount invested has bean paid back to the Scheme plus
an allowance far inberrest.

Lastly, the Scheme inwested in Freedom Bay. a fractonal ownership inveshment in a villa
development in 5. Lucta. Daldada has bean engaging with Freadom Bay regarding an axit from tha
investment. Howewver, Dalriada now understands that the development company behind Freedom
Bay has gone inkc administralion. Daldade is in correspondence with the Administrators with
regard to any repayment to creditors, but does not sxpect there to be any material returns to the
Schame.

All veroverad funds ars held in cash.

The previaus brusbees made investment decisions without seeking apprapriate investment advica.

Statement of Ievestinent Principles

Ordinanily, trustees should prepars a statenteat of investmeant principles {“51P") goverving
dacisions abaut investments.

Mo sorviceable Statemant of Imvestment Principles exists for the Schamsa.

Dalviadz has t@ken appropriate advios o debermine & suitabls investment strategy for the ongoing
invesiment of funds curently held in cash. B will look to implement that sbrategy over the course
of the next scheme year and, alse. put i place a suitable Statement of Investmant Principles.

Dz be the issues skill facing the Scheme, principally the uncestainty surrounding taxation, tha
Scheme has adopted a los risk investment strafegy to dabe and will continue do so.

As the investments entered finka by the previous trustess as well as the use of MPUA loans wers
unconventional, they did nat corply with any maximum charge requiraments.

The Court previousty ruled ihat the MPVA Jeans were mada in breach of trust and wera not validly
made. As trustes of the Scheme, Dalidada has a duty to recover any of the Schema's assets paid
out in breach of trust amd this would indude funds paid by way of MPVA laans. Dalriada sought
direckion fron Bhe Courk as bo the approsch it should take with regard to the recovary of the MPVA
loans and, following a hearing in the summer of 2017, is now looking bo racover the loans
accordingly. At this staga, some loans have been recovered but Dalrizda naw needs to go back to
Court for further divection o the next stages of recovery of the loans.
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Ultimately, it is Dalriada’s intention bo wind up the Scheme as scon as it is able, giving members
the appoartunity to transfer any funds to 2 mare suitable arrangement of their choice. However, it is
likeky that it will still be some time before the Scheme can b wound up.

Copies of the Scheme’s Repart and Accounts are published an the members’ website.

Rewiew of default strategy and default arrangements

#As noted above, a5 there is ne default arvangement or default strategy in place for the Scheme ak
the carrent ime then there has been ne review of the default arvangement or default strategy in
the year in question and no previsus review for which & date can be given,

Core Financial Transactions

Trustees have a specific duty 3o ensure that core finaacial transactions relating o BT schemes are
procesced promptly and accurately, These incude the following:

& pavesting conbributions in the Scheme

s transferring assets rolated bo members into or out of the Scheme

s Eransferring the assets between different invesiments within the Scheme
*  making payments from tha Scheme to o on behalf of the members.

Tha Schame does nok currently aucept contributions or rarsfers in and is vnable to pay any level
of bensafit, including transfers valuees, ta members at the present fime.

This is due to s mumber of Factors, not least ancestainty, to dabe, as te the valve of the Schema's
investrents and the position with regard ko Ehe potential tax charges mantioned above. More
infarmation on this has been provided in Dalriada’s Amnouncements be members.

Thae Firsancial Transactions the Scheme does maks ave, in the main, in relation te costs. These ara
regertad in the Scheme’s annual acoounts,

Given its inability ko cany ool rasiine administative acons, unsurmisingly, aver the reporting
period, there have been no material edministration s=rvice fssues which need to be reported heve
by Dalrizda.

Notwithstanding this, Dalrizda, as s professtonal Indapendent Truskee, las processes and conbrols
in place that are suitably designed to ensure any ssrvice obiectives can be achisved anos the
Schente is in & position o operate fa the manner of a pormal scheme. Daliada’s administration
prooesses are independently audited and accredited under AAF 8106 and NAF 3207,

Dmce Dalriada is in & position e process member benefit requests these will be managed and

menitorad im line with Dalrdada’s standard S1A levels and targets and formally repoited on, on 3
quarterly basis.

Charges and Transackion Cosks

The new governance rules require the Trustes to make an assezsment of weshmant management
charges and transactions cests borne by the Scheme members and the extent bo which thase
charges and cosks represent good valie for manay for mambars.,

Wa haxve calcufated the charges and, so far as we have baon able te do so, the transackion costs,
bBarne by Scheme members for the Scheme Year.

Iy this context, "charges” means {subject to some specific excepkions, such as charges relating to
pension sharing orders) ali administration charges obther than transackion costs.
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“Fransackion costs™ are costs inoumed as a result of the buying, selling, lending or borrowing of
investments.

Dalriada has deviated from the approach set out in the statubory guidance for the reasons set out
belowr.

Since its appuintment, there have been no transactions as Dalriada has not aceepied any payments
inte the Scheme, either by way of cantribution or transfers in so there have baen no transaction
cosks.

Due to the mismamagement of the Scheme by its pravisus trustees and the subszquent actions
faken by Dalriada sinee appaintment, i is imevitable that the Scheme has incunred, and wil
cantinue to incur, significantly higher ongoing cosks than would be the case for @ similarly sized but
canwentional schemes. :

Thase costs for the year ending 31 May 2019 are set in the Accounts and kotal E150,066.

“Gaad value™ assessment of charges and transactions:

Generally, trustees should assess the extent o which the charges described above represent "good
valua" for members during the schame year, by considering the level of member bome charges
against the benefits atiributable to such charges.

Whether semething represents "good value” is not capable of being pracisely defined, but for these
purposes, trusteas should consider that charges may be wiewed as representing “geod value” for
members where an optimum. combimation of cost and guality is achieved for the membership as a
whote, relative to other optians availablz in the marlet.

The characteristics of the Scheme are unusual and there arve no readily available comparators to
determine whether the costs mowrad represent gond value.

However, Hie adbions wndertaken by Dalriada, beyond thase considered nacessary for the
appropriate management of the Scheme, are centred on legal aciion around recovery of funds and
dealing with the appeals against the tax charges. Such ackions are considered on a cost benefit
analysis and, whers necessary, Court approvel is sought for the use of Scheme funds to pay for
zuch lagal action.

[alriada was appainted fallowing a tender exercise by the Pensions Ragulater (TPR) and Dalriada is
subjact to ongoing owversight by TPR.

Datriada’s casts {hokh for ongoing managemaent and with regard to acton amund recovery of
funds) are calculated using a blended charging rate that sits well balew its standard markst ratas.
Its logal advisers oparabe similary.

As pammented above, Dakiada, as a professional Independent Trustes, has processes and cantrols
in place that are suitably designed to ansure any service abjectives can be achievad ance the
Scheme is in & position o operate in the manner of a normal schiema. Dalifada’s sdministration
processes ars independently audited and acoredited under AAF D106 and AAF D2/07.

Once Dalriada is in @ position ta process member benefit requests these will be maraged and
monitored in line with Daldada’ standard SLA levels and targets and formally reported on, on a
quarterly basis.

In relation bo the cumutative affect over time of the application: of charges and costs on the value
of a members accrued sights to money purchase bensfits, due te the nature of Dalriada’s
appointrrent, both Dalriada’s and its adviser's fees are met using Scheme funds. Given that we are
not in a position bo determime the valye of the Scheme's assets it s not possible to say what the
rumulative effect of these costs is, generally, on members’ accrred rights.

As soon as Dalriada is in a positicn to identify aach individual's asset sllocation, Dalriada will be
able ko detervaine the impact of costs on the value of members’ benefits,
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Trustee kncwledge and understanding

Tha Trustee has considersd the latest guidance in relation to Chairman's Statements from The
Pensions Regulabor and has ensured that its practices reflect the requiremants set cut. I have set
ot bebow frew the Frstes ensures ik currently meets the knovwledge and understanding
requirements of trustess.

Dalviada is an independent professional rustes, established im 2003, which has besn appointed by
Fhe Pensions Regulator (TPR) under section 7 of the Pensions Act 1995 to a pumber of schemes as
a result of TPR having eoncerns sbout the nature and operation of these schemes and the extent to
which the then current trustess understood their statutory and fiduciary duties and responsibilities,
Dialriada refers to such schames as "Regulatory Appointments”™. The Schems is a Regulatory
Appointment.

Bralriada has established a specialist team drawn from various relevant disciplines within Daliiada
to manage the governance of thess Regulstory Appeintments which we bave calfed the Trregular
Schemes Team.

A dedicated commiftee {the Irragular Schemes Committae - "the Committee”] has baen
estallfished by the Board of Diractors of Daliada to oversee the activities of the Ivegular Schemes
Team in its govemance of this scheme ang other Ragulatory Appaintmnents. Cave bhas beern taken to
encure that the membership of the Commitiea is such that there is sufficient knowladge and
undarstanding within the Committes to mast the raguirements set ant in sections 247 and 248 of
the Fensians Act 2604 and The Pensions Regulators Code of Practice 7 on Trustee Knowledge and
Uinderstanding.

T hawe set out below the membership of the Committes, along with & shart note on their =kill set
and experisnce. In addition, it is workh noting that three members of the Committes are directors
of akliada Trustess Limited, Daiviada opavates 5 team based approach which gives the Regulatory
Appeintments Team arcess to over £24 pgnsions and suppact personne! with a broad skill set
suitad to identifying and implementing the varisty of tasks required to swccessfully manage the
Scherne, including pensien administration experts, an in houss legal team, fund accountants and
investment exparts. Whilsk the core Irvegular Schemes Team deals with the majority of matiers
arising on the Scheme on 2 day to day basls, in conjunciion with its appointed advisars, it can
access the specialist expaitise of the wider Dalviads beam as snd whan required.

Az far as we are aware, na other professional independant brustee firps has established and
developed a specialist team in this difficuft and challanging area of Brusteeship. The refevant
experience developed by the rregular Schemes Team on such cases is unmatched and wnrivalled.

The Commrithes

Seaan Broweas

Sean has bean working in the pensions industiry since e graduated i 1988, He worked for two
rafor benefit comsultancies in both administration management and cansultancy roles, befare
jolning Blalviada in 2003, Sean has a broad vange of skills and experisnce suited to all aress of
pension scheme managemeant,

Sean leads the Imegular Schemas Team, dealing with Dalriada’s appaintments by The Ponsions
Regulabtar {TPR) bo schemes suspectad of being invelved in pension libziation or thought to be
soams,. He now has a wealth of experience and knowledge with regard to the unique characteristics
associated with the administration and managentent of these types of scheme and the challenges
sy present.

Sean is a mamber of the Association of Professional Pension Trustees, has completed the Pensions
Regulators Truster Toolkit and holds the Pensions Management Institute's Certificate in DC
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Governance and Award in Pension Trusteaship (DO and DBJ). Sean has met all required CPD
reguirements.

Neit Copeland

Nail is a co-feunder and director of Dalriada Trustess Limited. He acks as & professional trustes on
same of our most camplex snd chalanging cases, incduding our regulatery appointments, Meit
specialisas in schemes with bechnically challenging govemance and cowenant issues, as well as
having awer 25 years of experience in refation to defined benafit, hybiid, defined contribution,
mudti-employer and sectionalised arvangements.

Nail s the Dalriada Board representative for the Inegular Schemes Team and spends a signilicant
proportion of his time warking on Regulatory Appointents. Like Sean, Neil has developed
cansiderahle experience of the complex and non-standard issues faced by the Dalvizda team in
managing the Regulabory Appoinbmenks. Thiz has included acting as a witness in high profile
litigatizn in relation to Regulatory Appointments in support of TPR and representing Dakiada in oral
hearings before the Determinations Panel where Daliiada’s appaintment by TPR has been
challenged by the incumbent frustess or ather directly affected parties.

Neil iz & member of the Association of Professional Pensian Trustees, has completed the Pensions
Regufators Trsstee Toolkit and folds the Pensions Management Tnstitabe's Award in Pansien
Trusteschip {(DC and B8} Meil has mek sl required CPD requirements.

Tom Lokic

Tam is alsp a divector of Balriada Trustees Limited and leads the Dalrada business zcoss the
Midlands. He has broad pensigns experience with particular expertiss in employer covenant and
cosporabe ramsactions. He has warked with 2 range of rustee boards managing scheme assets
from £5 millian o more than £1 billion. Similarly, be is expocienced in working with a broad
specirum of sponsoring employers from small, owner managed businesses through ta much farger
and complex groups being sither privately owned or fully kisted.

Tam's experience, both as am adviser and as 3 professional trustes, provides partioular insight into
corporate stredtures apd insalvenciss. The Scheme's investments Tachude shares andfur bands in,
orissued by, corporate entitios whars understanding the accounting and fmancial structures of
these enlities is essential.

Tom is & member of the Assodiation of Professioral Pension Trustees, fias complated the Pensions
Regulators Trastes Toolkit and holds the Pensions Managament Institute’s Award in Pension
Trusteeship (DC and DBJ. Tam has met a2l regquired CPD requiremeants.

Brian Sponrce

Brian is a co~founder and director of Dahiada Trustees Limibed. He is now invalved @ the provision
of a wide range of advice br pension scheme sponsors and brustess. Brian is well-koown in the
pensians industry far taking a strategic view i dealing with pension schema matters and uses his
experience to deliver practizal solutions which satisfy the needs of the Timstess, the employers and
cther stakehalders. Prian is recognised by TPR and the pensions industry as arr expert in dealing
with conterticus andfor complex issues. He is a lead contack and “key person™ for a number of high
profile frustee appaintments.

Im addition, Brian has practical experfence of working a5 a trustee in all three major lagal
jurisdictions of the UK and as a trustee and advisor in Ireland. Brian bas held a UK Scheme Actuary
Practising Cartificate sinoe incepticn of tha role in 1957,

Brian has an in depth knowledge of legal processes, particolarly around testing points of legat
principle ralated to the operation of pension schemes, often as 3 vesult of deficiencies in schema
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dorumentation {& commuon issue with Regulskery Appointments) and, also, litigatien — where it is
cosk effective te do =0, Dalriada will look (o take legal action against the perpatrators of 3 scam
with khe ajmn to recowver misappropriated assets,

Brian is a member of the Association: of Professional Pensfon Trustees, has complated the Pensions
Regulators Trusbes Toolkit and holds the: Pensions Management Institute’s Award in Peasion
Trusteeship {BC and DB}. Brian has met all required CPD requirements,

Ging Rocoo

Gine performs the rale of professional trustes Facusing v all aspects of pension law focusing on
defined benefit and defined contribukion pension schemes that range in size from the small to the
very large.

A soficitor ademitted ko practice in England and Wales and a Member of the Assorciation of Pension
Laseypers, Ging has over 15 years’ experience gained at City and National Firms as welf as a leading
pension consaltancy prackice.

Bino's exparience includes consplax banefit interpretation izssues, schame syuatisation and benefit
rectifications. He has detailed experience of pensions isswes arising under TUPE bransfers snd the
Falr Deslt protactions where amployees are transferred frevn the puablic {in particular LSPS and
NHSRS) to: the private sector,

Gino is & mepnber of the Association of Professiorss] Pession Trustees, bas completed the Pensions
Regufators Teusies Toelkit and holds the Pensions Mamagement Tostitobe’s Award In Pension
Trusbesship (OO and DE). Gine haz met all required CRD reguirerments.

Koowledpe of the trust dead and riles and alf docaments satting oot the trostes’s
curreni palicies '

The Scheme has & dedicated client manager who has an in depth knowlsdge of the Scheme and its
governing documentation. St the poink of becomiing ar Independent Tiustea to the Scheme, a
prescribed take on process was followed, This included an assimilation and revieve of all the
velavant schome dacumentation, induding the trust deed and relles. The Commities is made aware
of any issues or ricks in relation to tha Scheme's trust deed and rules a5 and when thay arise and
appropriabe action agraed in relation to the issus o vish identified. In addition ta the knowlsdge
held by the client manager and Lead Trustes Representative, the trustess obiain lzgal advice in
relation bo the Scheme's docamentation, whare necessary.

Thepre have been no new trusizes intraduced in this reparting peviad. However, there is an
apprapyiate indurtion grocsss in place fo suppork the addition of new trustess,

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

#is is set out earlier, the Scheme does not have @ BIF ak this Hove due to paticular circumstances
of the Scherse.

Lufficient inowledge and understanding of the law relzling o pensions and frusts and
onderstanding of the principles ralafing to the funding and investurent of accapational
schanres

Those Dalviada skaff working on the Scheme, including the lead trestes representative, are obliged
to self evaluate thalr laaming and development reguivements an 2 anmual basis as part of
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Dalviada’s inkernal appraisal process. The process identifies how staff can develop their knovledge
and understanding, as well as where they can shara their experiise: in arder to bask support the
Schemea, Dalrinda staff are also required bo comply with thelr respactive raining requiremants in
order te maintain a required laval of conbinuing profassional education {£PE] and to provide
evidence of courses, seminars and other types of professional develapment bo satisfy their
respective professionzl bodies” CPE requirements.

Every trustee representative is required bo undertake 3 nsinimuen number of hours training in a
yeaar. This is recorded centrally by Dalriada’s HR Teant and, where appropriate, forms part of staff
personal development plans. This fraining ean include infemal and exbermat courses and attendance
atindustry events, as well as 2 degree of self leaming by way of subszciptions to professional
publications and electronic information chamnetls.

Further, every bustes representative is required to complete The Pensions Reoufator's Trustee
Toolkit end subscribes te the updates issued by The Pansions Regulator,

Trustee represantatives befong o Dalriada’s knowlsdge management netwaork which keeps them
up to date with industsy thinking. They also have access to 2 beam of in house pensions experts
who inform the team abouk changes to pensians legidaion and practices.

The truskess have access to Pendragen Perspective and Aries - boblh industry [eading tools, giving
access bo pansion: fegislation.

Dalviada lwas its owm in house legal specialists ko provide support and guidance e trusteas areund
legislation and interpretation of scheme documentation, This is fwther aided by advice foom
axternal legal adwisars, which iz obtained when the brustees feel the minfroement is necessary to
support their own uinderstanding.

Combined knowledge and understanding, together with available advice enables the
frustees fo properly exercise their function

Dalriada lhas informally assessed the skill sek and experience of each member of the Committes
and the cisnt beam. Tt has talen info account the development activities already mentioned, along
with the intarmal resenroes made available to stal, supplemented, where required, by prafessignal
external advice.

Tha Committes undarstands the need to more formally assess the =kills of its members. This is
done uzing 5 skills matrix daveloped for this purpose. Any areas for development Hagged during
this process will be addressed as part of the individueals personal development plan and reviewad
throughout the year.

fin avaluation of the effectiveness of the Committes as & whele i5 also canied sut.

I consider that the combined knowledge and understanding of the Committes and the client taam
enables them to exercise praperly their funclion as trustee of the Schemea. In particular:

*  Members of the Committee have the relevant firancial kmowledge and experience b enable
the trustos ta comply with its duties in relation te investment of the Scheme’s azsets. Tom
Lukic's experience {s=e above) in particular is advantagesus in this area.

s There is @ vast range of pensions experience and knowledge within the Committes and tha
dlienk teasm. This s apprapriate o desf with the governance of the Scheme in line with the
teust deed and wwles, along with other scheme documentation. There is alse a great deal of
sxperience refevant bo desling with issues which might be thrown up by the Schame which
require the ammendnsent of scheme documentation.

# Sean Browes, Neil Capeland and Brian Spence have a great deal of knowledge and
experience in relation ka schemes of camplex nature, such as this Scheme, where
irnrastments made by previous trustaes are deemed ko be highly inappropriata, their
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administration has been poor and / or the trustess have not had the sufficient knowladge
and undeistanding to be brastess of an occupational pension scheme.,

#  Sean Browes and Meil Copeland have mamy years of experience in the administration of
pension schemes, allowing a keen oversight of the administration of the Scheme.

Member Representation

Dalriada is aware that membere of the Scheme are potantial victims of a2 scam. As such, we lagk ks
keep members informed and to facilitate diveck access for members to Dalriada be means of 5

¢ Dedicated member websibe
2  Dedicated contact e-mall address
s+  Dedicated phone line.

Whera vequired for legal action, memiers have hesn represented by a representative bensficary
with thelr own legal advics provided for.

Signed for and an belwaif of Daliads Trstess Limited

Chairran

Oate 13 December 201%
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