THE EMPLOYMENT LAW PRACTICE

Tel: 0118 375 9288 DK Fax; 9118 375 9289

9 january 2003
Dicar Member,

First, please may 1 apologise if your details are incorrect or I have addressed this leteer to
you meorrectly.

I am 2 sobicitor advising Benrache Limited, the new trustee of your Pension Scheme.

- Phe old wustee, Balivon Group Limited and its solicitors, Brooke North, will not give me

up-to-date contact details for Scheme members and 1 have had to tely upon a list of
addresses kindly supplied by another member,

[ know that you are all very concerned about what 1s going on. “There is a Iot to tell you
bur in this first letter, T will keep to simple facts. If you are unbappy with anything in this
letter, you, your sodicitng o1 someonc chse on your behalf should feel free to write to me
at this address and 1 will do my best o help you

In mid-2002, T was asked by the CPAG to investigate the affaies of the Scheme. The
CPAG has around 40 members who wanted to ensure that the interests of all 210
{current plos deferred) members were properdy looked after,

As 2 result of my investigations, the following has emerged, This is not the whole story
of mismanagement, corruption and destruction of your pension Scheme, bt gives you
some of the flavour of what has happened:

1. In 1994, £2.135 mmllon was taken out of your pension schemc in an
investment deal, Whether rhar deal was a sham or whether it went wrong by
misfortune iz a matter for the jury to decide in the erirmnal ial of the deal's
ngtigator, Bjorn Stied) {one of the group of Dancs whe acquired conteol of
the Scheme m_1994). Six years larer, Brian Smyth and BT issued the
“Petersen Proceedings” — which relate o this 1994 fansaction, ~“The claim
was made agmnst § Defendants, mcluding Stiedl's Dranish lawycr - a man
cafled Tversen. [lowever, the Danes and their Malaysian business partners
had long since spent the money taken from the pension fand

2 Smyth was appointed i November 1994, Berween then and 1997, Smyth
kept Iversen informed abour all his dealings with the Scheme. For example,
Smyth took [versen to a meetng with the OPB (now OPRA) on 5 January
1996, Bmyth pave Iversen compleic access 1o the Scheme's confidential
affairs.

3. Smyth had other business deahngs with Jvemsen in 1995 and 1996, Smyth
charged the Scheme for some of the rime he spent discussing those busmess
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When Smyth was appointed, the Scheme had around £1.1 milhon i cash.
He did not iake reasonable steps to safegnard that money. He did cxactly the
opposite. He took over £250,000 as fees for his IFP company over the next
5 years. He paid the pensions for 6 years. He spent the rest of the Scheme
money on legal fees in purswt of the Petersen litigation. Smyth delayed the
itigation for & years, by which time all the money was gone,

Smyth told you legal adviscrs were mvolved at a tee when they were not:
Smyth was simply acting with Iversen. e told you the £2.135 milhon was
"sceure but not in 4 readily realisable form”. It was not secure. Iversen and
the Danes were busy speading it. Smyth know as carly as Janvary 1996 that
Sttedl had the majotity of the £2.135 million in 2 bank account under Stiedl's
control. Smyth contnued to work with Iversen which gave Stiedl the tme to
spend that money.

James Basset 1s a qualified chartered accountant. His family firm was the
audttor to your old employer, Balfron Group Limited, and to the Scheme
from 1975 to 1993, You of course know that Bisset was the owner and
managing director of Clation Group ple (a8 Balfron used 1o be called). Bisser
was a toustee of the Scheme from 1977 10 1994, In 1989, Bisset™s family
firm drew up fictiious accounts increasing the company’s assels from
approximately £500,000 to approximately £2 milkon. The trick used was &
pretend that your pension scheme bas paid a cash surplus of £1.819 million
to Cladon Gooup ple, when no such transaction ook place.  Independent
expett accountants issued a detailed report to the Court 2001 eonfirming
this false accounting.

In 1993, Bisset then used these false accounts o sell Balfron in a complicated
deal which resulied o £2.7 million of loans being made by Baliron o the
putchaser. None of these "loans" was ever repaid. As pact of the deal, Bisset
allowed the iadividuals helping him to ke £600,000 of the company's
money — and just keep it Many of yon Scheme members were also small
sharcholders in the company. It was your 60,000 that Bissct gave away.

Balfron Group Limited (which the Scots Court restored to hfe in 2001,
. thanks to the CPAG) now intends 1o sne Disset {and others svolved) for
these and for a host of other maiters.  Balfron” has insimcted cmifient ™
Scotrsh solicitors — Bipgart Baillie — and I am sure they will keep you all
irformed. It is important for you to understand that Balfron is going to use
the damages it will get from Bissct and others to put real money back into the
Scheme. [f Baffron i3 successful in its legal ections, it will m fact get enough
in damages as is necessary to make the Scheme 200% fonded. And these
legal actions are finaaced by Balfron — not the Scheme,

In 1996, Smyth then set up Balfron Trustees Limated {"BTL") as a new
trustce company. [le smd in correspondence at that time that he did this to
prevent an Independent Trustee boing appointed. e and Bisset then
arranged for the appontment of B as sole rrustee of the Scheme on
Apdl 1997, They then made sure that Balfron Growp Liomted was dissolved
in August 1997, so that there was 0o possibihity of Bisset boing sved {for the
false accounting and other matters) and so that there would be no
independent supervision of what BTL and Smyth were up to.
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smyth arranged for Bsset and lain Veitch to poetend to be “member
nomintated directars™ of the Scheme. tlowever, there were no elections for
member nominated disectors as there should have been. This means that
F1Y, has beea unlawtully acting as sole trustee — without member nominated
directors - since 1997 and had no right o spend your pension fund on any
legal or admimistration costs at all.

In the 5 years from 1997 to 2002, Smyth and BTL never complicd with any
of the statutory requiremcnts designed by Parliament o ensure that Scheme
members are given annually updated fnancial and other mformation on the
pension schemes.  Instead, Smyth sent you occasional bulletins, which
inchaded a combipation of inaccuracies, dehberate musrepresentations and
outnght les. Smyth has already been forced to admit in legal proceedings
Lrought by CPAG members that he has deliberately hed in writing to all
Scheme members, - -

In 2001, Smyth mvited you to meetings bt insisted on forms being Blled out,
wentification being brought and told members that they could not bring
relatives, lawyers, accountants or mdeed anvone. In Apol 1997 the Schemc
fund had stood at arcund £1 million. In October 2001, BTL terrninated the
payment of all Scheme pensions and benefits, announcing thas the Scheme
fund had been reduced to around £150,000.

O 30 January 2002 Smyth clammed sgior swawss The Tih, 8th and Sth
Defendants settled upon the payment of £1 million w BTL. But that sum
wag gpent on legal fees (around §650,000) and payments of over £250,000 to
Smyth’s business. None of it was wsed to provide pension benefits.

The trisl continued against the remaining defendants. It had already becn
stated o open Court in those proceedings that one defendant was broke, one
defendaznt was in Denmark and could not cven afford a lawyer, the defendant
company was in winding up, and the defendant solictor was vmngured. The
CPAG wrote to Smyth/B'TL asking for an explanation of why the Court casc
was contimnuing against worthiess defendants and what was poing to happen
with the f1 sullion. No answer was ever recoved. Smyth told you that this

Was junke maik

Smyth has since November 1994 extracted (rom the Scheme for his company
IRP sums totalling £551,545.

Of thar £551,545, an amount of f211.000 was subject to an cxpress
agreement between [FP and B'I. that it would become payable to IKP only if
H1L achicved success in the Petersen case. On 6 February 2002, Smyth gave
teslimony on oath of this express "no win no fee agreement”. Judgment was
given on 17 April 2002, Yet, on 20 February 2002, Smyth had a paymeat oot

, of Scheme funds of that success fee of £211,000 phs a farther amount

{totalling together £264,373). Smyth took his "success fee" before the trial
had even concluded and 2 months hefowe the judgment. As Smyth adotted
10 his letters to you after the toial, BTL did nor succeed in its claim for £2.135
million aganst 31l 4 trial defeadants.

On 6 November 2002, Smyth was held hable for cominal contempt of courr
and was oodered to pay costs of approximately £14000. BLIL then attempted



10 use Scheme assets to pay Smyth's costs, despite an express Onder of the
Judge that this not be done. They and Brovke Nodh were still trying to do
this when Bonrache was appointed on 29 November 2002, We stopped them
wmmodianety.

18.  The Scheme funds have stood at approximately £3,600 since May 2002, In
short, the Scheme has suffered a loss in funds of £2 million over the time
that Smyth, BTL and Bisser — adwvised by Brooke North — bave been
responsible for the Schemie's affairs. So far, there has heen noe beneli o you.

19, BYL. and Smyth did not get the consent of the Court to go to the Cout of
Appesl in the Petersen case. They have o up another lepal bilt of £16501)
since May 2002, L'hey were not permitted to do rthis and as the Scheme only
had 3,600 left, you can be cerain that they would have used any fusther
scttlements to-pay ther lawyers first. Tn fact, Brooke Netth have just written-
to me saying thar they will release the Scheme files to me and the new trustes
— but only if we took held onto the setiement monies presumably to pay
Brooke North's £165,000 feos fist.

Through the efforts of the CPAG, it became possible for a new Trustee to be appointed
and on 29 November, Bearache Limied replaced BT1. Ray and Thelma Wyatl of 30,
Ruiland Road, Chelmsford, Bassex, CM1 48], buth benefioades of the Scheme have
kindly agreed to act on behalf of the pensioners through Benrache, Benrache is owned
on trast for all the members of the CPAG. Any Scheme bepeficiary is eligiblc to join the
CPAG for frec

Since Benrache has taken ower, a Sctilement has been reached with one Defendant
subject 1o the consent of the Court. The terms of the deal are esseatially these: the
Defendant will pay £200,000 plus cosis to Bearache. The Scheme nies wonld then be
ameaded so that an immediate tax free payment of L2000 would be made to each
cutrent pensioner without delay 1e, £140,008 pivep to pensioners now. The penstoners
now get theit GMP from the State. The rest of the pension bencfits total around
£70000 a year. So, with this settlement money, we can pay your pensions due since
October 20001 and we can pay the November 2002 — Qctober 2003 pensions in advange
in 3 lomp sem. And we will stll have some money left over towards the following year’s
benefits.

We are meetmg with OPRA (the government body) on Wednesday 15 Jasuacy 2005, We
hope that this will lead to Benrache and OPRA going before the court later this month 1o
seck the approval of the Court about the Seiilement If the Coust 1s happy, then
Benrache wil be paying this money to the pensioners straight away.

Obviously, we do noL have enough money yeu (0 pay pensions for ever. This is what we
will do to by next :-

1. Wath some moncy m the bank, we can now ask a ag fiom of lawyers ro pursue
the former tragtee, its solicitors, Smyih and others. The professional defendaris
ate insured. So this means that we may be able to have the cases aganst them
mn on a4 'no win no fee” basie. We and OPRA can also 1ry and obtain
Settlements from the bast two Petersen Defondants.
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2, Iwill ask OTRA to keep a close cye on how matters proceed: Ray and Thelma
wiil also keep me up 1o date so we can be sure thar in future, your interests come
firse, as they should have dope n the past.

3. Balfron Group Limiated has appointed Scots lawyers 1o recover the money taken
out of the company under Bisset's 1993 arrangements. 1f it gets this - and other
- money back, then thas extra money will be given to you. This is pogsible
because all the shares mn Balfron are owned by Mike Mekenxic on trust for the

CPAG,

1 hope that ths will come a8 wolcome pews. The CPAG will continue 1o keep an
independent watching brict over events and if thero is any more trouble, then it could, as
it has done in the past, siep in to protect the people who matter. The CPAG bullelins
had to cease following the Petersen toal because a contempt of couwrt act order
stringently prevented any publichy sbout the ease — and that order 15 stilt mplace:
Hopefully with good professionals 1 charge, there will no longer be any need for the
CPAG to remwin active, but T am sure you will be pleased 16 kaow that there is 2 back
up” in place if necessary.

In summary, [ believe that the efforts of the CPAG — so bravely pursued by Ray and
Thebma - have turned this suuation around. Without them, [ do aot bebeve that you
would cver have zcen any money again. | think ir is also important to oote that Ray and
Thelma have never asked for or eecived a penny for ther efforts. Now that some funds
can be returned o you — mather than the Tawyers — and new clawms (that the previous
adviscrs would not of course pursued — against themselves) are bemng made, sot only do
you have the prospect of Setflement money from the Petersen case, you algo stand to
gain additional compensation aganst the professionals who have let vou dowa in the past
and further compensation through the cases aguinst Bissct which Balfron will pursue.

T would like 0 close by emphasising that, anhke the former trustee, administrator and
their solicttors, we welcome your apestions and involveruent. You can have as much
mfommation ag you wish. Al Lhe files of my frm are open o you ~ and any of your
relatives or advisors — at any tme and without charge. The detaled history of the
previons Scheme cusmodians is set out in Letters of Clatm.  They are long and much is 1n
"legalese” but any of yvou ae welcome 0 have a copy. 1 wish that I did not have to
burden you at all with all this informanon and that you could simply enjoy a happy
retirement. Your toust and confidence has boen abused so’damagingly tiac Taid the new -
Trustee well understand thai you may fecl relucrant ro teuse anyone. We hope to eatn
your trusl by conrinning to work o achieve the justice and financial compensation that
you deserve.

Yours sincercly,

WW

Susan Glover

ce OPRA



