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Introduction

The Trustees of the Mendip RBS (“the Scheme”) present their report together with the audited financial
statements for the year ended 31 March 2012. The Scheme is a defined contribution scheme.

The Scheme was established on 23 August 2011, and is currently governed by the trust deed and rules
dated the same date. In accordance with the 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 was no longer possible to
contract out of the S2P through a defined contribution scheme. All existing contracted out payments will
be treated as non-protected rights benefits.

The Compliance Statement set out on pages 23 and 24, and the Annual Governance Statement included
as Appendix 1 form part of this report,

Scheme management

The Trustees are

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

The directors of Dalriada Trustees Limited are DN Copeland, CM Johnstone, AB Kennett, T Lukic, CJ
Roberts (appointed 18 October 2019) BD Spence and V Vassou {appointed 18 October 2019). The
directors of Dalriada Trustees Limited ("Dalriada") 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 28 March 2012 under section 7 of the Pensions Act 1995, and may only be removed by The
Pensions Regulator.

The 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, Linen Loft, 27 - 37 Adelaide Street, Belfast, BT2 8FE or
by download from the members’ website page http://dalriadatrustees.co.uk/pennines-and-mendip or by

request by email, address penninesandmendip@dalriadatrustees.co.uk
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Financial development of the Scheme

The financlal statements of the Scheme for the year ended 31 March 2019 are set out on pages 14 to 20;
the Trustees’ summary of contributions and the Auditor's statement about contributions are set out on
pages 21 and 22. 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 £133,313 at 31 March 2018 to £88,605 at 31 March 2019.

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

Dalriada was unclear as to the value of the underpinning investments and, so, to the actual value of the
Scheme's investment in HCIG and, as such, had difficulty in showing a correct asset value in previous
accounts.

Transfers at less than cash equivalent

No transfer values have been paid from the Scheme.

Membership
As at 31 March 2019, 153 members were entitled to benefits from the Scheme.
Changes to the membership of the Scheme during the year are set out in the following table.

Active Deferred Pensioner
Membership at 01/04/2018 - 153 -
Membership at 31/03 /2019 - 153 -

Pension increases

No pensions were paid in 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 with the incumbent administrator
(T12), not least the significant charges being levied. Dalriada gave nofice to T12 of termination of their
contract shortly after their appointment, which was resisted by T12 who claimed payment of outstanding
fees in excess of £100,000. This was disputed and resisted by Dalriada. T12 was subsequently dissolved
on 17 March 2015. Legal advice is that T12 would also extremely likely be time barred from issuing any
claim. Given this, we have not included this money as a potential contingent liability in these accounts.
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Other than the funds held in cash in the Scheme's bank account, all monles transferred into the Scheme
were invested in preference shares in Hedge Capital Investment Group plc, which later became Hedge
Capital Investment Group Limited. Dalriada's concerns are set out later on in this Report in the
'Investment Report' section.

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

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

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

Trustee knowledge and understanding

' The 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 & 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.

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 obtaln further information,
they should contact Dalriada Trustees Limited, Linen Loft, 27 - 37 Adelaide Street, Belfast, BT2 8FE.
address penninesandmendip@dalriadatrustees.co.uk

The General Data Protection Regulations 2016/679 (Regulations) cover information which is held
electronically, i.e. computer based information and extend data protection laws to cover paper-based
records held for 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 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 abligation 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,

The Trustees are regarded as ‘Controller’ for the purposes of the Regulations, in relation to the process
referred to above. The advisers appointed by the Trustee are usually *Processors’, however, some
advisers, such as scheme actuary and auditors are 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.
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Investment report

Other than funds held in cash in the Scheme's bank account, all monies transferred into the Scheme were
invested in preference shares in Hedge Capital Investment Group pic/Limited (HCIG). Within HCIG, the
monies were ultimately used for investment in a range of "alternative' investments and to facilitate the
offer of personal loans back to scheme members.

On appointment Dalriada commenced high court action against the previous trustees and the organisers
of the Scheme to seek recovery of the monies paid to HCIG, claiming, not least, that monies were paid in
breach of trust. It also sought, and obtained, a freezing order over the assets of the Hedge companies.

Dalriada's claim was subject to a summary judgement application but this was rejected by the Court and,
subsequently, there was a protracted period of negotiation, looking to reach a settlement of Dalriada
Trustees' claim.

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

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

« Dalriada took ownership of the various Hedge Companies, with the exception of Hedge Capital
Limited {the company that made the loans}.

« Hedge Capital Limited was placed into Administration and KPMG were appointed as
Administrators.

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

An application was then made to Court to have the terms of the settlement sanctioned. The application
was heard in May 2017. This hearing was held in private, but we can confirm that the Court approved the
intended settlement, which enabled Dalriada and the Hedge entities (as well as Mr Woodward) to proceed
with implementing the steps required under the terms of the settlement.

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

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

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

HCML was a dormant company and was dissolved.

HCIG, HCIL and HTML were placed into voluntary liquidation on 27 November 2017 and KPMG appointed
as liguidators of each of the companies on 8 December 2017.

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

As we have reported previously, Dalriada is aware of some of these underlying investments, which
include a mobile learning application for phones and tablets and an investment linked to Brazilian teak
plantations. Whilst any recovery is now in the hands of KPMG as liquidators, it was always anticipated
that there would be litde value in these investments.
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Dalriada is also aware that a significant sum was paid to Sustainable Wealth Group. Investments in
Sustainable Wealth Group were promoted by Forensic Review, a company offering cash inducements for
members to transfer. Forensic Review was under investigation by the FSA (now FCA). Sustainable
Wealth itself entered administration following an application by the Serious Fraud Office, QOver £2m of
funds was transferred to the US without the knowledge of Hedge and Dalriada has, to date, supported
legal action for recovery of these monies.

Dalriada understands that, ultimately, the monies were returned to the UK and were to be included in the
general Sustainable Wealth liquidation. Whether there is ultimately any recovery will become evident as
the liquidation of HCIL progresses but it is now unlikely that there will be any material recovery from this
particular investment.

Finally, as commented above, a significant sum had been used to provide unsecured personal loans, It
was hoped that this loan book might have some value, However, KPMG have identified a number of
issues with the loans that will require to be corrected if it is going to be possible to realise any value in
the loan book. Dalriada is considering with KPMG the opticns in this regard and the associated costs and
what the net value to the Scheme, if any, will be.

KPMG, as liquidators, have a number of powers with regard to recovery of assets and investigation into
the actions of the previous directors. Dalriada is continuing to work with KPMG to try to ascertain what
value there might be in each of the companies. KPMG are required to produce regular progress Reports
on the liquidations.

Dalriada, as a Trustee to the Schemes, is by far the major creditor.

Custadial arrangements

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

Investment principles

Trustees are required to produce a Statement of Investment Principles, which incorporates the
investment strategy, in accordance with section 35 of the Pensions Act 1995. Dalriada has had sight of
what appears to be a template, unsigned and undated Statement of Investment principles, prepared by
the previous trustees and/or their administrators. Dalriada will update the Statement once it has a clear
understanding of the value of the underlying investments and what options there are with regard to their
realisation.

Employer related investments

There were no employer related investments at any time during the year within the meaning of section
4.0(2) of the Pensions Act 1995,

The Scheme's investments comply with the restrictions prescribed by regulations made under section 40
of the Pensions Act 1995,




Dalriada. A better way

Mendip RBS
Trustees’ Report

Statement of Trustees’ Responsibilities

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

s« 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 to 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 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 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 Trustzes/

10
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Opinion

We have audited the financial statements of Mendip RBS (the ‘Scheme’) for the year ended 31 March
2019 which comprise the fund account, statement of net assets and notes to the financial statements,
including @ 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).

In our opinion the financial statements:

» show a true and fair view of the financial transactions of the Scheme during the year ended 31 March
2019, and of the amount and disposition at that date of its assets and liabilities, other than liabilities
to pay pensions and benefits after the end of the year;

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

¢ contain the information specified in Regulation 34 of the Occupational Pension Schemes {Requirement
to cbtain Audited Accounts and a Statement from the Auditor) Regulations 1996, made under the
Pensions Act 1995.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financlal statements section of our report. We are independent of the
Scheme in accordance with the ethical requireaments that are relevant te cur audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinicn.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:

» the trustees’ use of the going concern hasis of accounting in the preparation of the financial
statements is not appropriate; or

¢ the trustees have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the Scheme’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

11
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Other information

The trustees are responsible for the other information. The other information comprises the information
included in the Report and Financial Statements, other than the financial statements and our auditor’s
report thereon. Our opinion on the financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of trustees

As explained more fully in the trustees’ responsibilities statement set out on page 10, the Scheme’s
trustees are responsibie 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
golng concern basis of accounting unless the trustees either intend to wind up the Scheme or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with I1SAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
hasis of these financial statements.

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

+ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficlent and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

« QObtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Scheme’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the trustees.

12
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» Conclude on the appropriateness of the trustees’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Scheme’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Scheme to cease to continue as
a going concern.

« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlylng transactions and events in
a manner that achieves fair presentation.

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

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.

j’f;iur =é->ﬂ (a«m«r thaed (LF

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 2ND

Date: ! OC-"‘"‘A?J' Tolg
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For the year ended 31 March 2019

Fund Account

2019 2018
Note £ £
Contributions and benefits
Administrative expenses 3 (49,137) (296,795)
(49,137) (296,795)
Net withdrawals
from dealings with members (49,137) (296,795)
Returns on investments
Investment income 4 4,429 3,009
Change in market value of investments 5 - (1,813,567)
Net returns on investments 4,429 (1,810,558)
Net decrease in the fund for the year (44,708) (2,107,353)
Net assets at 1 April 2018 133,313 2,240,666
Net assets at 31 March 2019 88,605 133,313

The notes on pages 16 to 20 form an integral part of these financial statements.

14
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Statement of Net Assets

(available for benefits) as at 31 March 2019

2019 2018

Note E £

Current assets 6 4,617,111 4,658,037
Current liabilities 7 (4,528,506) (4,524,724)
Net assets at 31 March 2019 88,605 133,313

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 vear.

The notes on pages 16 to 20 form an integral part of these financial statements.

These financial statements were approved by the Trustees and authorised for issue on 37 / /0 Zﬂ/&?

Signed for and on behalf of the Trustees

For Dalriada Trustees Limited....... M ....................

15
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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 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 November 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

Individua! transfers to and from the Scheme during the year are included in the financial statements on
the hasis of when the member liability is accepted or discharged.

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 cholce, 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 Assets

Other than funds held in cash in the Scheme’s bank account, all monies transferred into the Scheme were
invested in preference shares in Hedge Capital Investment Group plc/Limited (HCIG).

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

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

16
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There remain other investments within HCIG, as set out in the Investment Report on pages 8 & 9. As
liquidators, KPMG are tasked with recovering what money it can from those investments but, currently,
we don't anticipate any material recovery. Given this, we have exercised prudence, and assumed nil
recovery. The net assets now more properly reflect the value in HCIG.

3. Administrative expenses

2019 2018

£ £

Consultancy fees 941 9,085
Audit fees 2,820 3,750
Legal fees 12,431 262,193
Pensions Regulator Levy 356 356
Trustee fees 32,532 21,330
Other professional fees 57 71

4. Investment income

49,137

296,795

2019 2018
£ £
Interest on cash deposits 4,429 3,009

4,429

3,009

5. Investment risk disclosures

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

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

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

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

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

»  Other price risk: this is the risk that the fair value or future cash flows of a financial asset will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

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

17
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{i) Investment strategy

Generally, the Trustees' objective is to make available to members of a Scheme an appropriate range of
investment options designed to generate income and capital growth. This has not been the case for this
Scheme.

The investments held by the Scheme were invested solely in HCIG, bar any funds held in cash in the
Scheme's bank account.

Through this investment, HCIG loaned money to Hedge Capital Investments Limited (HCIL) who
managed the investments that underpinned the value of HCIG. A major part of these investments was a
further loan by HCIL to Hedge Capital Limited {HCL) who, in turn, arranged for the individual loans to
members.

Dalriada was advised by a leading barrister (a Queen’s Counsel or ‘QC’) who specialises in pensions and
trust law matters.

In broad terms, the advice Dalriada received was:

« There is a strong possibility that the investments made in HCIG were *void’ because they were made,
in part at least, to allow the loans to members to be made. In this context 'void’ is a technical legal
term and, if it is decided that the investments in HCIG were ‘void’, they would not be recognised in
law as ever having taken effect.

+ The investments made by the previous trustees in HCIG were in breach of the Investments
Regulations governing pension scheme investments and so were, arguably, made in breach of trust.

e  Finally, that the loans to members resulting from the investment in HCIG were unauthorised
payments in the hands of members and, as such, potentially liable to tax charges.

Dalriada will continue to work with KPMG as it prograsses the liquidation of HCIG to establish the
eventual value to be returned to the Scheme from this investment.

With regards to the Investment Risk Disclosure Note for the Scheme, as the investments do not fall into
the regular categories of investments held in a defined contribution scheme, the standard risks cannot be
identified, However, Dalriada are aware that there are considerable risks associated with the Scheme's
investment in HCIG.

(ii) Credit Risk

- The Scheme is subject to direct credit risk within the investment portfolio te the extent of the balance
held in the Scheme bank account.

This risk is mitigated by the Scheme bank account which is held with Barclays Bank PLC is authorised by
the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential
Regulation Authority (Financial Services Register No,122702) and is a member of the London Stock
Exchange and NEX.

(iii) Currency Risk
The Scheme is not directly exposed to currency risk.

(iv) Interest Rate Risk

The Scheme is not directly exposed to interest rate risk.
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{v) Other price risk
The Scheme is not directly exposed to interest rate risk.
Interest Other

Credit Currency rate rice 2019 2018
risk risk \ pr £ £
risk risk
Cash held in Scheme bank account v X X X 4,023,724 4,173,537
6. Current assets
2019 2018
£ £
Sundry debtors 3,206 -
Funds due from Pennines RBS 590,181 484,500
Cash halances 4,023,724 4,173,537
4,617,111 . 4,658,037

Included in the bank balance for the year ended 31 March 2019 is £4,023,724 (2018: £4,173,537) which
is not allocated to members.

Funds held in the Scheme bank account include funds which are due to Pennines RBS with regards to the
~settlement from HCIG and shown under Sundry creditors below,

7. Current liabilities

2019 2018

£ £

Scheme sanction charge (1,015,806) {1,015,806)
Accrued expenses (11,043} (16,648)
Funds due to Pennines RBS (3,501,657} {3,492,270)
(4,528,506) {4,524,724)

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

The funds due to Pennines RBS figure represents fees which are due from the Mendip RBS and were paid
from Pennines RBS. Mendip RBS holds funds belonging to Pennines RBS with regards to the Hedge
Capital Limited settlement.

8. Related Party Transactions

During the year ended 31 March 2019 the fees due to Dalriada were £32,532 (2018: £21,330). As at 31
March 2019 £2,765 (2018: £1,267) was still due to Dalriada.

During the year Mendip RBS paid fees for Pennines RBS which totalled £105,681 (2018: £471,119). As at
31 March 2019 Pennines RBS still owed Mendip RBS £590,181 (2018: £484,500).
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During the year Mendip RBS received income on behalf of Pennines RBS totalling £9,387 (2018:£nil). As
at 31 March 2019 Pennines RBS was due £300,272 (2018:£290,885) from Mendip RBS.

During the year funds held by Mendip RBS for Pennines RBS totalled £3,201,385 (2018: £3,201,385)
with regards to the Hedge Capital Limited settlement.

9. Contingent Liabilities

There were no contingent liabilities at the year end.

10. Subsequent Events

There were no reportable events after the year end.

11. 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.

12. Self investment

There were no known instances of self investment during the year.
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During the year ended 31 March 2019 ne contributions were paid or were due 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 Mendip RES

We have examined the summary of contributions to the Mendip RBS for the Scheme year ended 31
March 2019 to which this statement is attached.

Staterment about contributions payable under the payment schedule

In our opinion contributions for the Scheme year ended 31 March 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 monitoring whether contributions are made to the scheme by the employer in accordance with
the payment schedule.

1t 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.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the scheme’s trustees as a body, for our work, for this report, or for the opinions we have formed.

Lotyrton Corrmihoad LCP

Johnston Carmichael LLP
Statutory Auditor

227 West George Street
Glasgow G2 2ND

Date: 3y Ochle 1019
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Changes in and other matters relating to the Scheme advisers
The changes to the Scheme advisers are shown on page 3 and 4,

Pension Tracing Service

The Pensicn Tracing Service provides a tracing service for members (and their dependants) of previous
employers’ schemes, wha 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 Pensicn Service 9

Mail Handling Site A

Wolverhampton Wvog 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 organisation from the three existing providers of
government-sponsored financial guidance:

« The Money Advice Service
« The Pensions Advisory Service
« Pension 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 wili provide
information to the public on matters relating tc workplace and personal pensions.

Telephone: 0115 965 9570
Email: contact@maps.org.uk
Website: www.moneyandpensionsservice.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: enquiries@pensions-ombudsman.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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Mandip REBS (“tha Scheme")

Annual Governance Statament by the Chalr of the Trustea for the Scheme Year Ending on
31 March 2019

Introduction and background

This staternent has been prepared in accordance with regulation 23 the Occupational Pension
Scheme {Schems Administration} Regulations 1996, as amended {the “Administration
Regulations"), and related Pansions Regulator guidance.

It relates to the Mendip RES (the “Schema™)

As you are aware frons the Announcements issuwed to members since its appointment, Dakiada
Trustees Limited {"Daliada™) was appointed as trustes to the Scheme by the Pensions Regulatar
arnid concems that the Scheme was being used as & velidle for pension libaration, This has
presented Dalizda with a number of chatlenges around governance, Neverthelass this ststement is
@ legal requirernent and, as such, can serve as & pseful reminder of the issues faced by Dabiiada
and, where it cannat meet certain govemance obligations, I hawe explained why that it i the case,
Whilst the previcus trustees wers not removed by the Pensions Regulaber, Daliiada Trustees
Lirmited {Daliada} was appointed with exclusive powers so Dalriada is, effectively, the sole brustes
of the Scheme,

The Scheme was used, principally, as a vehide to sliow members under the minknum retirgmant
age of 55 access to theirr pension funds by way of a loan.

The Scheme had & single westment being the inovestment in preferance shares issued by Hadge
LCapital Investment Group ple (Iater Limited) {(HCIGY Loans to memvbers were made by snother
Group company., Hedge Capital Limited, whicl, in turn, was funded by way of a loan from a furtber
Group campany, Hedge Capital Tnvestmants Umited {HCIL), a company wholly owaed by HCE,
These loans were seen as unauthorised payments by HMAG wha, as a resulk, have issued
provisionzaf assessments for significant tax charges against both the Scheme and its members.

As well providing the funds to foan back ko members, HCIL invested further funds in 2 number of
unieewsal and high risk investments,

Default arrangament

A vurnber of requirements of the Administration Regulations, wiidy are referred to in this statament,
rafate only to a “default arrangement” as defined in the Adeinistrabion Bequlstions, The Scheme
dues not have a default fund for ongoing accrual, 1t is net a qualifying stheme within the meardng
given by section 99 of the Fansions Act 2008. It is not wsed bo rmeet vy sutbo-ennolment obligations
and no conbributions ave being patd into the Scheme.

The Scheme did not offer & Default Lifastyle Strategy.

The Scheme did not offer members any cholce 24 o how their funds wers invested, funds being
uzed to secure preference shares in HCIG.

Alongside the loans to mentbers, funds were invested by HCIL {z subsidizey of HEIG) i3 number
of unusual, high risk and largely iliiquid Investrments which are difficult to value,

As such, ins Balriada’s view, there has never been an appropriste default fwvestnient srangerment.,
Therz is na lfe-styling aption available.

The previous trustees made Tnvestment dedsions without seeking apprapriate imrestment advics.
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Statement of Invastment Principles

ordinarily, trustees should prepare a statement of investment principles {"SIF"} governing
decisions sbout investments,

Mo servicazble Staterment of Investmeant Principles exists for the Schems.

Az reported in the Scherme’s Report and Accounts, Daltiada is continuing to werlk with KPMEG to
determine what further assets may be recovered zlongside those funds already transferred to Ehe
Scheme as 3 result of the setternent agreameant,

Where assets have been recavered Dalriada has taken appropriate and prafessional investment
advice and, if and when necassary, will put in place @ suitable Staternent of Ivestmant Principles.
Hewsver, ultimataly, it is Dalriada’s intention to wind up the Scheme a5 sgan as it s able, giving
miembers the oppariunity to transfer any remaining funds te & more suitable arrangement of their
chaice,

Copies of the Scheme's Report and Accounts are published an the mendbers’ website. The
Scheme’s Report and Accounts include the latest Chairmesn's Statament.

Review of defaalt strategy and default arcangamanis

As nated above, as there is no default arrangement ar default strategy in place for the Schame at
the aunrent time than thers has bean no review of the default arrangement or default strategy in
the year i question and no previcus review far which a date can be given,

Cara Financial Transaciions

Trustzes have a specific duty to ansure that core financial transactions relating to DC schemes ane
processed promptly and 'accur_ately. These inchuds the follewing:

«  investing contiibutions in the Scheme

% transferving assats telated to members: into or out of the Schame

+  transferring the asssts betwesn different investments within the Sdweme
% making payments frem the Scheme to or an behalf of the members.

The Scheme does not cumently accept contributions or transfers in and is unable bo pay any level
of benefit, induding tansfers values, o members at thie present tine,

This is due t» 3 number of factors, not laast uncertainty, to dabe, as to the value of the Scheme’s
inwestmente and the position with regard te the potential tax charges mentionad ahove and the
appartioning of costs to memibers, More infomation on this has been provided in Dalriada’s
Armouncements to members.

The Finanrial Transactions the Scheme does make ane, in the main, in relation o costs, These are
reported it the Scheme’s annual accounts.

Given its inability to carry out mutine administrative actions, unswprisingly, over the reporting
period, there have been no material administration service izsues which need b be reportad hete
by Calvlzda.

Notwithstanding this, Daltiada, as a professional Independent Trustee, has provesses and controls
in place that are sultably designed to ensure any service objedtives can be achiswad ance the
Scheme is i1 a position be aperats in the manner of 2 normal scheme, Dalriada’s adwdnistraticrn
processes are independently audited and accredived under AARF 0106 and ASF 02707,
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Once Dalviads s in a position to process member bensfit requests thess will be managed and
manitored in ling with Dalriada’s standard SLA levels and targets and farmally reparted on, on a
quarterly basis,

Gharges and Transactlon Casts

The new govemante rules require the Tiustes ta make an assessmrant of investment management
charges and transactions costs bome by the Scheme members and the extent ts whiclh those
rharges and ¢osts represent good value for money for members,

The Trustee has caltulated the charges and, 5o far as they were aldz ko do so, the transaction
rosts, borne by fichame mambears for the Schame Year

In this context, “charges” mieanz (subject to some specific exceptions, such as charges relsting o
pension sharing orders) all sdministration charges sther than transadtion cests,

“Transaction casts" are costs incarrad =5 & result of the buying, s<ffing, lending or borrowing of
investments.

Ealhiada haz devisted from the approach set qut in the stabubory guidance for te reasons set out
elov.

Sinca its appointment, thers have been no transactions as Dalriads has not accapted amy payments
into the Scheme, either by way of cantribution ar transfers in so thare haws baen no transsction
ozsks.

However, undar the terms of its appointrent, the fzes of Daliiade and its advizers are met from
Scheme funds, Whilst these costs (or “charges") fall as dabt due from the smployer [or spanzor),
in this caze the sponser was 5 dormant company with no sssets.

e to the mismanagement of the Scheme by its previous brustess and the subsequent actinns
talen by Dalriada since appointment, it is insvitable thak the Scheme has incumed, and will
continue to incur; significantly higher ongoing costs than weald be the case for & simitarly sized but
canventional scheme.

These cagts for the year ending 21 March 2019 are 32t in the Accounts and total
£48,6308.

“Googd value™ assessment of chavges and transactions

Generally, brustees should assess the extant bo which the charges described above represent "goad
value” for members during the scheme year, by considering the lewel of menber bome charges
against the benefits sttributable ko such changes.

Whether something represents “good valua" is not capsble of being precisely defined, but for these
purpaszes, brustess shauld consider that charges may be viewed as representing "oosd vatue” for
members whene an eptimum combination of aost and quality is achieved For the membership as a
whole, velative to athar options available in the mearket.

The characteristics of the Scheme are urmsust and thers are no readily available comparators ko
determine whether the costs incurred repressnt goad value.

Howewver, the actions undertaken by Daliada, boysnd those nonsidered necessary for the
apprapriate managemeant of the Schame, are centred on legal action around recovery of funds.
Buch adions are considered o a cost benelt anabrsis snd, where necessary, Cownt zpproval is
sought For the use of Scherme fureds to pay far such bega) action.

Dalifada was appointed folfowing a tender exercise by the Fensions Reguiator (TRR) and Dalriada is
subject te ongoing wversight by TPR.
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Dabviada’s costs (both for angoing management and with regard to actian avound recovery of
funds) are calculated using a blended charging rate that sits well belaw its standand market rates.
Its legal advisers operate similarly.

As commented above, Dalriada, as a professional Indepandent Trustes, has proossses and controls
in place that are suitably designed to ensunz any service objectives can be achieved once the
Seheme is in a position ta eperate in tha manner of a normal scheme. Dalriada’s sdministration
processas are independently sudited and sccredited under AAF 01506 and AAF D107,

Onee Dalrizda is in a position to process member benshit requesks these will be managed and
manikored in line with Daliada’s standard SLA lewels and targets and formally reparted an, an a
quarterly basis.

In relation te the cumulative effect over time of the application of charges and costs on the value
of 3 member's acerued rights to money purchase benafits, due to the nature of Dalriada’s
appointmant, both Dalriada and its adviser's fess are met using Scheme funds. As commented
above, there is uncertainty around determining: the valie of the Schemea's investments and how
thesa should then be attributable to the members and, further, the allacation of costs ko members
which may require fegal direction. For this reason, te date, Daldada has had to take a geners!
approach when apphying costs.

As soon as Balriada is in a position to identify each individual merber’s fund smd iz able ta
determine a specific approach with regard to the allecation of costs, it will be in 3 pasition to report
on the cusnilative effect aver Bme of the application of charges and costs on the valuz of a
member's accrued rights,

Trustes knowledye and understanding

The Trustee has conddered the latest guidance i relation to Chairman's Statements from The
Pensions Regulator and has ensured that its practices reflect the requirements set out. T have set
aut hefow haw the Trustes ensures it murrently meets the knowledge and undarstanding
requiraments of trushess. . . ‘

Dalizda is an independernt professional trustes, established in 2003, whick has been appointed by
The Pensions Regulakar [TPR} under sedion 7 of the Pensions Act 1995 to 3 rumber of schemes as
a result of TPR having concerms about the nabare and operation of those schemes and the extent ko
which the then current trustees understood their statubory and fiduciary duties and responsibilities,
Balriada refers to such schemes as "Regulatory Appointments”, The Schane is a Regulabory
Appointrsnt.

Bialviada has established a specialist taam drawn firom various relevant disciplines within Dafriada
to manage the governance of these Regulatory Appoinbments which wea have called the Irregular
Sehemeas Team.

A dedicated committee (the Irreguiar Schemes Commitbes - “the Commithes"} bas besn
established by the Board of Direckars of Dalriada be overses the activitizs of the Irregular Schemes
Team in its governance of this scheme and cther Regulatory Appointrents, Care lias been Eaken to
ensure that the membership of the Committee is such thak there is sulfident lmowledge and
understanding within Bhe Committes to maet the requiremeants sek out in sections 247 and 248 of
the: Pensions Act 2004 and The Pensions Regulatar's Code of Practice 7 on Trustes Knowledge and
Understanding.

1 have sat out below the mambership of the Committes, along with a shot nobe on their skill set
and experience. In addition, it is worth noting that three mambers of the Commitbes are direcbors
of Dalriada Trustees Limited. Dalriada operates a team based approach which gives the Regulatory
Appointments Team access to gver 120 pensions and support persannal with a bread skilt set
suited to identifying and implementing the variety of tasks required b successfully manage the
Scherme, including pension adminiztiation expets, an in house fegal beam, fund acoountants and
investment experts. Whilst the core Bregular Schames Tean deaks with the mnajority of mathers
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arising on the Scheme on a day to day basis, in conjunction with its appeinted advisers, it can
access the specialist expertise of the wider Daliiada team as and when required.

As far as we are aware, na ather professianal independent trustes firm has established and
developed & spavialist team in this difficudt and challenging area of krusteaship. The relevant
experience developed by the Irregular Schermes Team on such cases is unmatehed and unrivalled.

The Commiitae

Swan Browes

Bean has bean working in the pensions industey sinee he graduated in £988, He worked for two
major benefit consultandies in both administration management and consultancy rales, before
joining Dalrdada in 2003, Sean has 2 broad range of skills and experience suited to all areas of
pension scheme managamant,

Fean leads the hreqular Scliemes Team, dealing with Daliiads’s appointments by The Pensions
Regulator (TPR} to ¢chemes suspecied of being invohved in pension liberation or thought ta be
scams. He now has a wealth of experience and knowledge with regard to the unique characteristics
assockated with the administration and management of these types of scheme and the thallenges
they presant.

Sean is & member of the Asseeiation of Professions] Pension Trustess, has completed the Pensions
Regulators Trustee Toolkit ard holds the Pensions Management Institute's Certificate in DC
Sovemance and Award in Pension Trusteeship {DC and DB). Sean has met sl reguired CPD
requirerrsnks,

Nedll Capeiand

Neil iz & co-faunder and director of Dalriadz Trustees Limited. He acts &5 2 tnustes representative
BN some of our most complex snd challenging cases, induding cur vequlatery appointmants, Neil
spedalizes in schemes with techmically challonging govemance and covenant issues, as well as
having over 25 vears of exparience in relation be defined benafit, lybid, defined sentribution,
rruti-employer and sectionalised amangements.

Neil is the Dalizds Beard representative for the Iregular Schermes Tesm and spends a significant
prapartion of hiz time working on Regulatory Appoirtrments. Like Sean, Meil has developed
considerable experience of the complex and non-standard issuszs faced by the Dalviada team in
raanaging the Regulatory Appointments. This as inceded acting 25 a witness in high piafile
litigation in ralation to Regulstary Appointments i suppadt of TPR and representing Dalriada in ol
learings before the Determinations Panel wiere Dabiada's appointment by TPR fas been
challenged by the incumbent frusteas o othar directly affectad paties,

Meil is 5 member of the Association of Professional Penslon Trustees, has completed the Pensions
Begulators Trustes Teolkit and halds the Pensions Manegersent Institube’s Award in Pension
Trusteaship (D€ and DB). Meil has met all required CPD reqliirerssents.

To Lukfe

Tom is also a direchor of Daliada Trustees Limited 2nd leads the Dalriada ssiness aooss the
Midlamdz. He has broad peasions experienoes with particular expettise in emphoayer covenant and
corparate transactions. He has wked with a vange of tnustee boards managing schense assets
fram c£5 million to mare than £1 billion, Sinilarly, he is experianced inoworking with 2 broad
spectrurn of sponsoring emplayers foan small, awner managed busineszes through to mueh larger
and complax groups baing either privately owned or fully listed.
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Tom's experience, both as an adviser and as a trustee reprasentative, provides particular insight
into corporate structures and insolvencies. The Scheme's investiments include shares and/ar bonds
in. or issued by, torporate entitiez whare understanding the accounting and finanda! structures of
these entities is essential,

Tom is a member of the Association of Professional Pension Trustees, has completed the Pensions
Regulatars Trustese Toolkit srd holds the Pensions Management Institube’s Award in Pension
Trusteeship (DC and DB). Tom has met afl required CPD requirements.

Brian Spance

Brian is a wo-founder and director of Dalviada Trustess Lirnited, He is now invabied in the provision
of @ wide range of advica to perngion scheme sponsas and trustees, Brian is well-known in the
pensions Indushy for taking a strategic view in dealing with pension schems matters and uses his
aexperience to delivar practical solutions which satisfy the neads of the Trustess, the employers and
other stakeholders. Brian is recogrised by TPR and the pensions industey as an expest in dealing
with cortantious ardfor complex issuss. He is a lead contact and "key person” far a number of high
profile Bustee appointrents.

In addition, Biian has practical expesience of working as a brustes in all Hwee major legal
jurisdictions of the UK and as a trustee and advisor in Ireland. Brian has hald 2 UK Scheme Actuary
Practising Certificate since inception of the role in 1937,

Brian has an in depth knowledge of legal proceszes, patioularly around besting paints of legal
principle related to the operation of pansion schemes, often as a3 result of deficiencies in scheme
documentation (a commaen issue with Regulatery Appointrents} and, alsa, litigation - where itis
cosk effective to do so, Dabiada will laok to take legal action against the perpetrators of 3 scam
with the aim to recoser misappropriated assets.

Brian is a member of the Assotiation of Professional Pensiort Trustses, has completed bthe Pensions
Regulators Trustes Toolkit and holds the Pensions Management Institube"s Aawvard in Pension.
© Trusteeship {DC and DBY. Brian has mek all required CPEF requirensents.

6o Roces

Gino perfarms the rale of Trastes fomusing on all aspecks of pension [aw focusing on defined benefit
and defined contribution pensien schemes that range in size fron the eonall to the very lage.

A zalicitor admitted Yo practice in England and Wales and a Member of the Associaticn of Pension
Lawyers, Gino has over 15 years’ experience gained at Ciky and National Firns as well as & leading
pension consultancy practice.

Ging's experience mncludes complex benefit inkerpretation ssues, scheme equalisaticn and benefit
rectificatians, He has detailed experience of pensions issues arising wrder TURE transfors and the
Fair Dazal protections where employees are transferred from the public (i paticular LSPS and
NHSPSY to the private sector.

Gine is a mamber of the Association of Professional Pension Trustees, has completed the Pensions
Regulators Trustee Toolkit and holds the Pensions Managenisnt Instibube’s Ravard in Pension
Trusteeship (D znd OB). Gino has met all required CPD requirenents,
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Knowladge of the irgst deod and rudes and all documants setting out the trustee’s
current policlos

The Schema has a dedicated client manager whao has an in depth knowledge of the Scheme and its
governing documentation. At the point of becoming an Independent Trust=e to the Schemse, a
presaribed take on process was followed. Thiz indudad an assimiation and review of all the
refavant stheme documentation, including the bust deed and rules, The Committee is made aware
of any issues or risks in relation to the Scheme’s trust deed and rules as and when they arise and
sppropriate action agread in relation to the iseue or risk identified. In addition ta the knowladge
held by the client manager and Lead Trustee Representative, the trustees obtain legal adwice in
relation to the Schems’s decumentation, where necessary.

Thers have bean na new trustess inbroducad in this reporting period. Howaver, there is an
appropriate industion process in place to support the addition of new trustees,

A worklng knowladge of the cyrrent Statement of Investment Principles (SIF}

As is set out eardier, the Scheme does not have a SIP at this time due to particular droumstances
of the Schamea.

Sufficiont knowledge and understanding of the faw relaling to pensiong and trusts amf
undarstanding of the prinefples refating to the funding aod Investment ef beeupaticnad
echemnes

Thase Dalriada staff warking on the Scheme, induding the [ead trustee vepresentative, ans obliged
to seff evaluste their leaming and development requirements on an annual basis as pat of
Daliada’s intemal appraisal process. The process identifies how staff can develop their knowledge
and understanding, a5 well as where they can share their expertise inorder b best suppart the
Scheme, Dahiada staff are slso required £0 comply with their respective training requirerents in
order ta maintain a required level of continuing professional education (CPE) and to provide
evidence of courses, seminars and other types of prefessional developrent te satisfy their
respective professiona] bodies’ CPE pequiremsnts,

Ewery trustes representative is required 1o undertake a minimum nuraber of hours training e a
year. This is recarded centrally by Dalriada’s HR Tearmn and, where appropriate, forms pat of staff
persenal deveopmant plans, Thiz teaining can include inbeims] and exterma] courses and attendanca
at industey events, as well as 2 degree of self lezrning by way of subscriptions b professional
publications and slectronic infarmation channelz.

Furkher, ewary bustes seprasentative is requived bo complabe The Pensions Regulsbor's Teustes
Toolkit and subscribes to the updatss izguad by The Panstons Regulator.

Trustee representativas befong to Dalifada’s knowladge managenwent nebwork which keeps tham
up b dabe with industry thinking. They also bhave accezs to 2 beam of In house pensiong expaits
wha informn the team about changes to penzions fegislation and practices.

The trustees have atcess to Pendragen Perspeactive and Mries ~ both industry leading toaks. giving
accass to penstan legislation.

Dalvads has ks own in house legal spacialists to pravide support and guidance o trustees anawnd
legiskation and inkerpretation of scherme documentation. This is Ruther aided by advice from
external lagal advisers, which iz obtained when the brustees feel the reinforcement is necessary to
support their pwn understanding,
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Appendix 1

Combined knowlodge ond understanding, togather with avallable advice enables the
trosteos to properly exercise thelr Forrction

Daliiada has informslly assessed the skill set and experience of each member of the Conyvittee
and the client team, It has taken into account the development activities already meantioned, along
with the intemal resources made available to staff, supplementad, where required, by professional
external advice,

The Committes understands the need $e more formally assess the skills of s rsmbers, This is
dons using a skilks matrix developed for this purpose. Any areas for developmant flagged during
this process will be addressed as part of the individual's personal davelopment plan and reviewed
throughaout the year.

An evaluation of the effectivencss of the Committes as a2 whale is also cavied out.

I consider that the combined knowledgs and understanding of the Committes and the client beam
enables therm to exerdise property their function ag trustee of the Scheme. In particulars

»  Membars of the Cammittes have the relevant finandgal knowledge and pxperience to enable
the brustze ko camply with its duties in refation to investment of the Scheme's assets. Tem
Lukic's exparience (see sbove} in particular is advantageous in this area.

s Thera is a vast range of pensions experience and knowledge within the Committee and the
client team. This is appropriabs o deal with the governance of the Scheme in line with the
trust deed and nales, along with ether scheme docementation. Thens is alse a great deal of
experience relevant to desling with issues which might be thrown up by the Schems which
require the amendment of scheme dotumentatian,

+  Sean Browes, Nell Copelard and Brian Spence have a great deal of knawledge and
experience in relation bo schemes of complex nature, suth as this Scheme, whers
investments made by previous tnstess are deemed to be highly inappropriate, their
administration has been poor and [ or the trustees have not had the sufficient knowledge
and understanding to ba trustees of an oocupational pension scherme,

+  Sean Browes and Neil Copeland have vsary vears of experience in the adminisiration of
pension schemas, allowing a keen owersight of the administration of the Schame,

Member Reprasentation

baliizda is aware that members of the Scheme are potential victiniz of a scam. As such, we lock to
keep members informed and b facilitate direct acoess for members to Balviada be means of a:

+ Dedicated member website
+  Dedicated conkact s-mgil address
+ Dadicsted phone line.

Whata reguired for legal action, members have been represented by a represenkative beneficiary
with el own legal advice provided far.

Signed for and on behalf af_?ah'i"ada Trustees Limited [the trustee)

Chairman

Data 23 Ockober 2019
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