












Chairman's Review 

SELEX PENSION SCHEME 

TRUSTEE'S REPORT 

YEAR ENDED 5 APRIL 2016 

I am pleased to present the Report and 'Financial Statements for the Selex Pension Scheme (the "Scheme") for 
the year ended 5 April 2016. 

The dominant projects for the Trustee during the year have been the conclusion of the 5 April 2014 actuarial 
valuation, and the implementation of the career salary benefit structure from 6 April 2016. The valuation 
showed the Scheme had a past service surplus of £79.2million and the Scheme funding ratio was 118%. The 
cost of future accrual had, however, increased significantly leaving a shortfall between the contributions being 
paid and the pension benefits accruing. The Company consulted with members regarding benefit changes to 
be made to the Scheme to help address this increasing cost of future accrual, reduce risk and address some 
Scheme design issues. The consultation concluded in June 2015 and the Scheme Rules were amended in 
March 2016 to implement a new career salary benefit basis with effect from 6 April 2016. 

As part of the benefit changes, a significant communication exercise was undertaken with members regarding 
the voluntary savings options available through the Scheme. A new Buy Up option was launched with effect 
from April 2016, enabling members to pay an additional contribution rate in return for an increased defined 
benefit accrual rate. Changes were also made to the Scheme's Selected Benefits Scheme (SBS) savings 
option and an opportunity to transfer SBS benefits into the Scheme's Additional Voluntary Contribution (AVC) 
arrangement was provided to members in February 2016. 

It has been a challenging year for the Scheme's return seeking investment portfolio which has not achieved its 
return objective over the year. The Scheme's liability hedging portfolio has performed as intended by matching 
the movements in the Scheme's liabilities. The Scheme's total 1investment strategy (including return seeking 
assets and the liability hedge) has produced a positive return of 4.20% over the year, although this was behind 
the overall objective. 

The Aon Hewitt interactive pension facility, Pensionline, continued to be well used by members over the year. 
The pension modeller has been of particular benefit to members as a retirement planning tool, and the 
modeller will be re'launched to provide career salary benefit illustrations towards the end of 2016. 

Further work was carried out by the Trustee and Company during 2015, together with the Scheme's advisers, 
to enable some additional retirement flexibil'ities to be offered to members, following the Government changes 
to allow more fl.exibility for individuals with defined contribution pension savings. 

There has been a change to the Trustee Board during the year, with the retirement of Dave Evans as a Trustee 
Director and the appointment of Craig Porter, who is Finance Director for Leonardo MW Ltd. Dave served as a 
Trustee for 10 years and we thank him for his valuable contribution to the management of the Scheme. There 
has also been a change to the Chairman of the Trustee Board, with Geoff Munday standing down as Chairman 
after 11 years in the role. We thank Geoff for his longstanding support to the Scheme. Bernard Walsh was 
nominated Chairman of the Trustee Board with effect from 5 September 2016. 

I would like to express my thanks to all the Trustee Directors and our advisers for their ongoing support and 
commitment to the Scheme and I look forward to working with them over the coming year. 

Bernard Walsh 
Chairman, Selex Pension Scheme (Trustee) Limited 
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SELEX PENSION SCHEME 

Voluntary contributions 

TRUSTEE'S REPORT 
YEAR ENOED 5 �PRIL 2016 

The Additional Voluntary Contribution (AVC) option provides members with an opportunity to make further 
provision for their retirement in addition to the benefits provided by the Scheme. The investment choices 
available to members with AVC funds are the same as those available to members with 100+ Retirement 
Accounts, as set out in the Investment Report. 

In addition to AVCs, members are able to contribute under the new Buy Up option which provides for a higher 
career salary accrual rate, in return for an additional member contribution. 

As an alternative to AVCs and Buy Up, members of the 2000 Section have the option to pay extra contribut,ions 
towards retirement benefits through the Selected Benefits Scheme (SBS). However, this option closed to new 
contributors in 2009 and is only available to members who are currently making SBS contributions towards 
retirement benefits at a fixed contribution percentage rate. 

Risk management 

There is a requirement on the Trustee Directors to put in place adequate arrangements and procedures to 
administer the Scheme and to monitor those procedures to ensure the safe custody and security of the assets 
of the Scheme. 

The Trustee Directors have put in place steps to monitor areas of potential risk to the Scheme. They regularly 
monitor, amongst other aspects of the Scheme, investments, the funding of the Scheme and the administration 
of the Scheme. 

The administration sub-committee have taken steps to identify any areas of potential risk and have reviewed 
whether any action needs to be taken. The risk register is reviewed on a quarterly basis by the Trustee and 
updated as necessary. 

Name: 
Trustee Director, Selex Pension Scheme (Trustee) Limited 

Date: t I 
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Charges and transaction costs 

SELEX PENS1ION SCHEME

TRUSTEE'S REPORT 
YEAR ENDED 5 APRIL 2016 

The total expense ratios (TER, defined as the annual management charge plus any additional fees for fund 
management expenses) for the funds available for selection by members of the Scheme are: 

Fund 
Long Term Growth 
Stable Growth 
Cautious Growth 
Retirement Protection 
Global Equity Fund 
Corporate Bond Fund 
Government Bond Fund 
Government Index Linked Bond Fund 
Cash Fund 

TER 
0.59% 
0.64% 
0.55% 
0.41% 
0.27% 
0.22% 
0.21% 
0.21% 
0.25% 

The default investment strategy is constructed using the top four funds in the list above. The average TER a 
member would pay across each year in the default investment strategy is 0.57% (assuming a 40 year working 
lifetime). 

The Trustee also considers the impact of transaction costs on investment and supports industry efforts to 
improve disclosure of these costs in a cost-effective, scalable manner, using automated processes. 

The Trustee's investment adviser has discussed with all of the Scheme's investment managers their approach 
to disclosing transaction costs and we expect this to be taken into account more fully in the value for money 
review in future years. 

Financial transactions 

Core financial transactions are processed by the various service providers to the Trustee. These providers are 
appointed under agreements with specific service standards. The providers issue quarterly reports against 
these standards which are reviewed at the joint DC committee Trustee meetings to confirm that transactions 
have been processed promptly and accurately. 

Knowledge and understanding 

The Pensions Act 2004 requires the Trustee Directors to be conversant with key documents and to have 
knowledge and understanding of areas of importance in pensions. The Trustee Directors have spent time 
reviewing the contents of the various constitutional documents in order to satisfy the legislative requirements 
and a section covering Trustee knowledge is contained on page 7 above. 

Joint DC committee Trustee meetings include updates on changes in the law or regulatory guidance which is of 
relevance to the Scheme from the internal Pensions Management team, the administrator, the investment 
consultant, the investment platform provider, the auditor and other service providers as appropriate. Trustee 
Directors participate in external training events depending on the assessment of their training needs and a 
formal trustee training day is held each year jointly with the sister UK pension schemes in the Leonardo group. 

Bernard Walsh 
Chairman, Selex Pension Scheme (Trustee) Limited 
Date: \ \Tl\- C>�o�<c:rR :lo 1 b
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SELEX PENSION SCHEME 

STATEMENT OF TRUSTEE'S RESPONSIBILITIES IN RESPECT OF 

THE FINANCIAL STATEMENTS 

The Scheme's Trustee is responsible for obtaining audited financial statements ,in accordance with applicable 
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting :Practice) and 
for making available certain other ,information about the Scheme in the form of an Annual Report. 

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

show a true and fair view of the financial transactions of the Scheme during the Scheme year and of 
the amount and disposition at the end of the Scheme year of the assets and liabilities, other than 
liabilities to pay pensions and benefits after the end of the Scheme year, in accordance with 
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted 
Accounting Practice), and 

contain the information specified in the Schedule to the Occupational Pension Schemes 
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, 
including a statement whether the financial statements have been prepared in accordance with the 
Statement of Recommended Practice, "Financial Reports of Pension Schemes" (Revised 2015). 

The Trustee has supervised the preparation of the financia1I statements and has agreed suitable accounting 
policies, to be applied cons-istently, making any estimates and judgements on a prudent and reasonable basis. 

The Trustee is responsible under pensions legislation for ensuring that there is prepared, maintained and from 
time to time revised a schedule of contributions showing the rates of contributions payable to 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 Trustee is also responsible for keeping records in respect of contributions received in respect of any active 
member of the Scheme and for monitoring whether contributions are made to the Scheme by the employer in 
accordance with the schedule of contributions. Where breaches of the schedule occur, the Trustee is required 
by the Pensions Act 1995 and 2004 to consider making reports to the Pensions Regulator and the members. 

The Trustee also has 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. 

Name:  
Trustee Director, Selex Pension Scheme (Trustee) Limited 

Date: / / Oc_k� /6
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SELEX PENSION SCHEME 

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF THE SELEX PENSION SCHEME 

We have audited the financial statements of the Selex Pension Scheme for the year ended 5 April 2016 which 
comprise the fund account, the net assets statement and the related notes 1 to 21. The financial reporting 
framework that has been applied in their preparation is applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice), including FRS102 "The Financial 
Reporting Standard applicable in the UK and Republic of Ireland". 

This report is made solely to the Scheme's Trustee in accordance with the Occupational Pension Schemes 
(,Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996. Our audit work 
has been undertaken so that we might state to the Trustee those matters we are required to state to them in an 
Auditors' report on the financial statements and for no other purpose. To the fullest extent permitted by law, we 
do not accept or assume responsibility to anyone other than the Trustee for our audit work, for this report, or for 
the opinions we have formed. 

Respective responsibilit,ies of Trustee and Auditor 

As explained more fully in the Statement of Trustee's Responsibilities, the Scheme's Trustee is responsible for 
the preparation of financial statements which show a true and fair view. Our responsibility is to audit and 
express an opinion on the financial statements in accordance with app'licable law and International Standards 
on Audit,ing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical 
Standards for Auditors. 

Scope of the audit of the financial statements 

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's 
website at www.frc.org.uk/auditscopeukprivate. 

Opinion on the financial statements 

In our opinion the financial statements: 

show a true and fair view of the financial transactions of the Scheme during the year ended 5 
April 2016, and of the amount and disposition at that date of its assets and liabilities, other than 
the 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 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. 

RSM UK Audit LLP 
Statutory Auditor 
25 Farringdon Street 
London 
EC4A4AB 

Date: \ \ 0 ct-=> w \ G
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SELEX PENSION SCHEME 

STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS 
AS AT 5 APRIL 2016 

5April 
2016 

Note £000 

Defined contribution section 

Investment assets 
Pooled investment vehicles 12 15,870 

Total investments 15,870 

15,870 

NET ASSETS AVAILABLE FOR BENEFITS 746,626 

5 April 

2015 
£000 

12,807 

12,807 

12,807 

695,882 

The financial statements summarise the transactions of the Scheme and deal with the net assets at the 
disposal of the Trustee. They do not take account of obligations to pay pensions and benefits which fall due 
after the end of the Scheme year. The actuarial position of the Scheme, which does take account of such 
obligations, is dealt with in the Report on Actuarial Liabilities on pages 5 and 6 and the Summary Funding 
Statement which is issued to members each year and these financial statements should be read in conjunction 
with them. 

The notes on pages 25 to 48 form an integral part of these financial statements. 

These financial statements were approved by Selex Pension Scheme (Trustee) Limited and were signed on its 
behalf by 

Name: 
Trustee Director, Selex Pension Scheme (Trustee) Limited 

Date: L \ � � � � 0 ( � 

YName: 
 

Trustee Director, Selex Pension Scheme (Trustee) limited 

Date: 
11 Oc_+o� I 6' 
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SELEX PENSION SCHEME 

STATEMENT ABOUT CONTRIBUTIONS 
FOR THE YEAR ENDED 5 APRIL 2016 

Independent Auditor's Statement about Contribut,ions, under Regulation 4 of The Occupational 
Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) 
Regulations 1996, to the Trustee of the Selex Pension Scheme 

We have examined the Summary of Contributions to the Selex Pension Scheme in respect of the Scheme 
Year ended 5 April 2016. 

This statement is made solely to the Scheme's Trustee, in accordance with the Pensions Act 1995. Our audit 
work has been undertaken so that we might state to the Scheme's Trustee those matters we are required to 
state to them in an auditor's statement 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 and the Scheme's Trustee, for our audit 
work, for this statement, or for the opinions we have formed. 

Respective responsibilities of Trustee and Auditor 

As explained more fully on page 20 in the Statement of Trustees' Responsibilities, the Scheme's Trustee is 
responsible for ensuring that there is prepared, maintained and from time to time revised a schedule of 
contributions showing the rates and due dates of certain contributions payable towards the Scheme by or on 
behalf of the Employer and the active members of the Scheme. The Trustee is also responsible for keeping 
records in respect of contributions received in respect of active members of the Scheme and for monitoring 
whether contributions are made to the Scheme by the Employer in accordance with the Schedule of 
Contributions. 

It is our responsibility is to provide a statement about contributions paid under the schedule of contributions and 
to report our opinion to you. 

Scope of wor,k on statement about contributions 

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions 
reported on page 50 in the Summary of Contributions have in all material respects been paid at least in 
accordance with the Schedules of Contributions. 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 
Schedules of Contributions. 

Statement about contributions payable under the Schedules of Contributions 

In our opinion contributions for the Scheme year ended 5 April 2016 as reported in the Summary of 
Contributions on page 50 and payable under the Schedules of Contributions have in all material respects been 
paid at least in accordance with the Schedules of Contributions certified by the Scheme Actuary on 16 
December 2011 and 30 June 2015. 

HSM UK Audit LLP 
Statutory Auditor 
25 Farringdon Street 
London 
EC4A 4AB 

Date l \ () llob-fl.f \ C:, 
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SELEX P'ENSION SCHEME 

APPENDIX 1: SUMMARY OF CONTRIBUTIONS 
FOR THE Y,EAR ENDED 5 APRIL 2016

Summary of contributions payable during the Scheme year ended 5 April 2016 

Contributions payable to the Scheme under the Schedule of Contributions 1in respect of the year ended 5 April 
2016 were as follows: 

Required by the Schedule of Contribut,ions 
Employer: 

Normal contributions 
Smart contrii'butions 

Member: 
Normal 

Total contributions required by the Schedule of 
Contributions 

Other contributions payable: 
Additional voluntary contributions 
SBS (additional pension benefits) 
SBS (death in service) 

Total contributions per note 3 

Employers 
£'000 

18,703 
9,952 

28,655 

28,655 

Members 
£'000 

155 

155 

1,634 
783 

28 

2,600 

Total 
£'000 

18,703 
9,952 

155 

28,810 

1,634 
783 

28 

31,255 

The Schedule of Contributions at the start of the year took effect from 1 January 2012. The schedule was 
certified by the Scheme Actuary on 16 December 2011. A new schedule of contributions was subsequently put 
in place following the completion of the 5 April 2014 actuarial valuation. This schedule was certified by the 
Scheme Actuary on 30 June 2015. A replacement Schedule of Contributions was put in place in May 2016 to 
clarify the contributions payable following the adoption of new Scheme Hules on 31 March 2016. This 
Schedule was certified by the Scheme Actuary on 26 May 2016 and his certificate can be found in Appendix 2. 

Name: 
Trustee Director, Selex Pension Scheme (Trustee) Limited 

Date: 

Name: 
Trustee Director, Selex Pension Scheme (Trustee) Limited 

Date: 1 I 
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