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Constitution of the Plan

The Trustee is pleased to present its annual répdfRW Pension Plan (the “Plan”) members, together
with the accounts of the Plan, for the year endedvidrch 2016. The previous period comparison
contained in the financial statements covers th@ogerom 6 August 2014 until 31 March 2015,
however, the Plan only held any assets and liaslfiollowing a bulk transfer from the TRW Pension
Scheme on 10 December 2014.

Trustee

The Trustee of the Plan is TRW Pensions Trust lddhitvhich is governed by the directors, named on
page 2. Five are directors nominated by the Pratdimployer, three are member nominated directors
(those marked by an asterisk) and one is an indigmerdirector. The Principal Employer makes all
appointments and replacements. The appointmenteafibar nominated directors is in line with the
Trustee’s arrangements for their appointment. $ge A3 for details of these arrangements.

Changes to the Trustee

Mr Marchuk retired from his position as Chairmartteé Trustee Board on 31 December 2015 and Mr
Bull and Mr Johnston retired from their positiors directors of the Trustee on 11 June 2015. The
directors would like to place on record their thaufdr the contributions made by Mr Marchuk, Mr Bull
and Mr Johnston to the Trustee’s activities. Mr iealind Mr Huish were appointed to the Trustee
Board on 16 July 2015. Mr Batterbee was appointedChairman of the Trustee Board, and Ms
Braithwaite and Mr Hopkins were appointed to thastee Board on 1 February 2016.

At the date of signing the accounts there was nst€e Secretary in place. However an appointment
has been offered effective from 1 November 2016.

Legal Status
The Plan was established by a Trust Deed datedghigiit?014. The Plan is a contracted out salary
related scheme. All sections of the Plan were ddeseany future accrual from 28 February 2015. The

Plan is a registered pension scheme under Schafwéthe Finance Act 2004. It was registered with
Her Majesty’s Revenue and Customs (HMRC) on 11 Aug014.

Principal Employer

The Principal Employer is TRW LucasVarity Limiteagthich is a wholly owned subsidiary of TRW
Automotive Holdings Corp. On 15 May 2015 TRW Autdive Holdings Corp was acquired by ZF
Friedrichshafen AG.

Participating Employer

The only participating employer whose employeesewattitied to be members of the Plan was TRW
Limited.



Trustee Meetings

The Trustee met four times during the period tosatgr matters relating to the administration of the
Plan. The Trustee has, by resolutions passed maoydneetings, set up a number of sub-committees t
deal with specified matters.

The quorum for the transaction of the busineséefTrustee is currently five directors, three obowh
are to be directors nominated by the Principal Exygi, and either two member nominated directors or
a member nominated director and an independentdtdite Trustee decisions are usually unanimous but
they may be taken by a majority vote.

The Trustee has delegated authority to a standibgcemmittee to deal with ill health early retiramhe
applications and items of trustee discretion. Théstee has also appointed a specialist standing su
committee to deal with investment matters, which sie times during the year. Other sub-committees
meet as required to produce reports and recommenddor the Trustee.

Trust Deed and Rules

A copy of the Trust Deed and Rules is availableeicmmination in Human Resource Departments and
personal copies can be obtained on written appicad the Trustee Secretary at a cost of £25.

External Advisers and Service Providers

In line with UK pension scheme best practice, thasiee has a policy of periodically reviewing dll o
its external advisers and service providers.



Financial Review
Market value of the Fund

The financial statements have been prepared aritedud accordance with regulations made under
Sections 41 (1) and (6) of the Pensions Act 1995.

The accounts show that during the year the valubeofissets of the TRW Pension Plan that have been
accumulated to meet its commitments, increasedd@yndillion. At the year end the value of the Plan’s

assets was £1,462 million compared to £1,415 milib31 March 2015.

The increase in fund value is accounted for asvt

Excess oincome ovelexpenditur (£35 million)
Change in market value investment £48 million
Investment income (net of expen: £34 million
Increase in fund value £47 million

Fund Account

For the year ending 31 March 2016 the income recemas £43.5 million including investment
income. The main reason for the income received wwasstment income of £38.5 million. The
expenditure for the year was £44.7 million inclglinvestment management expenses of £4.3 million
and transfer payments to members of £20.5 million.

Members’ Contributions

All sections of the Plan were closed to future aatron 28 February 2015 and accrual was non-
contributory. Therefore no members’ contributiorerevreceived for the year ending 31 March 2016.



Actuarial Valuation

The first TRW Pension Plan actuarial valuation waaducted by Hymans Robertson LLP as at 31
March 2015. The purpose of the valuation is to sss$ee current financial position of the Plan amd t
determine what contributions need to be paid byGbmpany to provide for the benefits set out under
the rules of the Plan.

The Scheme Actuary reported that on the Trusteatstsry funding or Technical Provisions basis the
Plan had a surplus in funding of £162 million cédted as follows:

£’ million
Assets (excludindefined contribution liabilities 1,40(
Liabilities: 1,23¢
Surplust: 162

The valuation was signed by the Scheme Actuary4giMay 2016 following agreement between the
Company and the Trustee on the Scheme’s Staterhéntnaling Principles, which was signed on 24
May 2016. A copy of the latest actuarial reportaigilable on written application to the Trustee
Secretary. The cost is £5.

In light of the funding surplus identified by thelf&me Actuary, the Trustee and the Company were not
required to agree a recovery plan to set out heWPtan would be restored to full funding.

The Schedule of Contributions was signed by thestBaiand Company on 24 May 2016. The Schedule
of Contributions is based upon a funding basis kmawthe Conservati¥basis, which is more prudent
than the Trustee’s statutory funding objective ecAnical Provisions basis.

The Schedule of Contributions requires contribwgitm be paid at the rate of £2.5 million a month, i
the funding level on the Conservative basis fakdolw 99% for three consecutive months. If the
funding level subsequently improves to 101% (ortdsgtfor a period of three consecutive months
contributions cease.

Prior to the Schedule of Contributions being sigaadnterim schedule of contributions on the above
basis was signed on 18 November 2014, which tofdctefrom 10 December 2014. As at 31 March
2016, no contributions were payable in accordante tive interim schedule of contributions.

A report on Actuarial Liabilities which forms paot the Trustee’'s Report is included on page 59.

Scheme Specific Funding

The Pensions Act 2004 brought a new funding stahftarfinal salary pension schemes into UK law
called ‘Scheme Specific Funding’. Under Pensions2004 the Trustee must have:

= A statutory funding objective

This objective is usually to have sufficient angbregpriate assets to - at least - meet the Plan’s
accrued liabilities. The Trustee’s statutory furgdobjective is that the Plan will have sufficient
and appropriate assets to cover the expected tpebhwiding members’ benefits.

! Surplus does not equal the difference betweeiitiab and assets due to rounding.
2 The Conservative basis is similar to the Trustsesutory funding or Technical Provisions basicept that it incorporates a discount rate
assuming returns of 0.85% above Gilt yields.
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= A statement of funding principles

This is a statement, in writing, drawn up by theskee, in which it sets out its policy on how it
intends to meet the statutory funding objective this statement it explains the way the Plan’s
liabilities will be calculated and what assumptiovil be used. The Plan Actuary provides the
Trustee with advice on this statement. The Tru$iee published its statement of funding
principles and it is available for downloading dre tPlan’'s member website, which can be
accessed at www.trwpensions.co.uk.

= Arecovery plan

If the Plan has insufficient assets to meet ittustay funding objective the Trustee must agree
a recovery plan with the employer. This sets out e Trustee intends to meet its statutory
funding objective.

= A summary of funding statement

The Trustee must provide all members and benesianvith a summary funding statement
within a reasonable period following the completminthe Plan’s formal actuarial valuation.
The Plan’s first actuarial valuation was carried asiat 31 March 2015 and was completed by
9 June 2016. The Trustee has published a summadyniy statement effective 31 March 2015
in accordance with the Pensions Act 2004. The déxhe most recent statement is printed on
pages 61 to 64.



Membership

Pensioners

Pensioners ¢31 March201¢ 3,71¢

Plus: Deferred pensions commenc 234
Dependants pensions commencing during 97
Pensions reinstat 64

Less Deaths of pensione 12¢
Deaths of dependal 94
Pensions suspenc 18
Trivial pensions fully commute
Child pensions ceas

Pensioners at 31 March 26 3,857

Comprising of:

Pensioners (former employe 248(
Spouses and Qualifying Depend: 1,293
Childrer 84

Deferred Pensioners

Deferred Pensioners 31 Marcl 2015 10,93¢
Plus: Forfeiture clause reinstatem * 4
Transferred in liabilit 1
Less Pensions commencing during the 234
Transfers to other pension arrangen 18<
Deaths of deferred pension 50
Trivial pensions fullycommute: 7
Deferred pensioners at 31 March 6 10467
Total Membership at 31 March 2016 14324

! In accordance with the Plan’s Trust Deed and Rilesefits are forfeited if they are not claimedhivi 6 years of first becoming payable.



Plan Benefits

Benefit Changes

The TRW Pension Plan was established by a Trusdl Dated 6 August 2014.

During 2015 the Trustee and Company agreed to geosan enhanced transfer value offer to those
deferred members under the age of 55 who weremetded with an enhanced transfer value offer in
2014. In the year to 31 March 2016 the Plan paidaeced transfer values to over 60 deferred

members.



Pension Increases

The increases to pensions from 1 April 2016 weggeddent on which section of the Plan each person
is a member.

For pensions in deferment:

Section Pension Element Increase

All sections excluding membersAll pension 0.3%"

of the sections listed below Temporary and 0% @

Early Retirement Allowance

Steering Systems and UK All pension 0%
(leavers pre 1 January 1986)

Steering Systems and UK Pension accrued pre 1 Jan 1985 0%
(leavers post 31 Dec 1985 and

pre 1 Jan 1991) Pension accrued post 31 Dec 1984  0.3%®)
Steering Systems and UKPension accrued pre 6 Apr 2009 0.3%®

(leavers post 31 Dec 1990), . o @
100ths (2004), Pension accrued post 5 Apr 2009 0.3%
Closed SRBS A (2004), and

100ths (2006)

Notes

(1) Annual CPl increase (January $6) up to amaximum of 7%
(2) Annual CPI increase (September 5).

(3) Annual CPI increase (January $6) up to a maximum of 5¢
(4) Annual CPl increase (January 6) up to a maximum of 2.5¢
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For pensions in payment:

Section Pension Element Increase
All sections excluding members oPension in excess of GMPs 0.3%®
the sections listed below Temporary pensions 0% @
SRBS A, C, A (57.5), All pension 0.3%®
and C (57.5) Temporary pensions 0% @
Steering Systems Pension in excess of GMPs accrueti5%®

pre 1 Apr 1992
Pension in excess of GMPs accrudb
post 31 Mar 1992

@

UK Pension in excess of GMPs 1.3%@

100ths (2004), Pension accrued pre 6 Apr 2005  0.3%®

and SRBS A (2004) Pension accrued post 5 Apr 2005 0.3%®
Temporary pensions 0% @

100ths (2006) All pension 0.3%®
Temporary pensions 0% @

Guaranteed Minimum Pensions:

GMP earned between 6 April 1978 and 5 April 1988 N/A )

GMP earned between 6 April 1988 and 5 April 1997 0% ®

Notes

(1) Annual increase in CPI (January 6) up to a maximum of 7¢

(2) Annual increase in CPI (September 5).

3 Fixed 2.5% a yee

(4) Annual increase in RPI (January 6) up to a maximum of 5¢

(5) Annual increase in CPI (January :6) up to a maximunof 5%

(6) Annual increase in CPI (January 6) up to a maximum of 2.5¢

(7) All increases are provided by the St
(8) Annual CPI increase (September 2015) up to a maxiofi3%. Additional inflationary
increases are provided by the S
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Additional Voluntary Contributions (AVCs)

The actuaries have certified that the rate of @eto be applied to cash accumulation AVC balances
held for the year ending 31 March 2016 for the TR@ision Plan is 2.3%.

For those who retire, die, or transfer their AV@4hie year ending 31 March, no terminal bonus béll
paid.

AVCs paid to an external provider receive the retleclared by those providers.
The Plan’s AVC arrangements were closed to furtbatributions from 5 April 2006.
Money Purchase Underpin Account

This is applicable to members of the Closed 80tiagi&n of the Plan. Each year, twice the member’s
contributions are credited to the account. Inteieapplied to the balance of the account on amualn
basis equal to the full rate of return of the Plan.

The full rate of return in the Plan for the yeaded 31 December 2015 was 6.3%.
Transfer payments to the Plan

The Plan was established to enable the bulk tramdfeesidual assets and liabilities from the TRW
Pension Scheme. The Plan does not accept indivichredfer payments from other pension schemes.

Transfer payments paid into the TRW Pension Scheshere 1 April 1997 received the 6.3% rate of
return achieved by the Plan for the year ended &iebber 2015. Transfer payments received from 1
April 1998 up to 31 March 2006 provided deferredgiens. These are increased in line with standard
deferred pensions on 1 April each year.

Transfer payments from the Plan

The calculation of transfer payments are made enbtisis determined by the Plan’s Actuaries and
meets the requirements of the Pension Schemes 993 and the Occupational Pension Schemes
(Transfer Values) Regulations 1996 (S| 1996 No.7}84The Trustee has directed the Actuary not to
take discretionary pension increases into accauitlita calculation of transfer payments.

The Trustee has agreed that the Plan Actuary vghitor the Plan’s funding level and inform the Plan
administrator of any reduction in the level of ster values paid from the Plan that is required to
protect the Plan’s funding level. Since the Plastablishment there has been no reduction apmied t
transfer values.

During 2015 the Trustee and the Company agreedaide those members under the age of 55 who
did not receive an enhanced transfer value in 204 an enhanced transfer value offer. The
enhancements were calculated as the member’s shdahe Plan’s net assets on the Conservative
funding basis.

! The Conservative basis applicable at the time vaitas to the Trustee’s statutory funding or TedaiiProvisions basiexcept that it
incorporated a discount rate assuming returns586@bove Gilt yields for all members.
12



Additional Information

Pensions Act 1995 and 2004

Appointment of advisers

The Pensions Act 1995 requires the Trustee to apgeiown advisers. All the advisers have formally
accepted the appointments and confirmed that thi#éynetify the Trustee should any conflicts of
interest arise in relation to the Plan. The adsisee listed on page 2.

Member Nominated Directors

The Pensions Act 2004 requires trustees of persibames to implement their own arrangements for
appointing member nominated directors .

The Trustee's arrangements involve inviting nomores for vacancies from deferred or pensioner
members. Widow(ers), dependant members and pesisaring spouses are ineligible for nomination.

The nominations are then reviewed by the Trustapjsointments sub-committee and a shortlist is
created. Short-listed candidates are then interdely a different sub-committee and a decisionron a
appointment is made.

Successful candidates are appointed for a perifouofyears.

Internal Disputes Resolution Procedure

The Trustee has an internal disputes resolutiormgahare in place. Information on how to refer a
complaint to the internal disputes resolution pduce is available by writing to the Trustee Secyeta
at:

TRW Pensions Trust Limited
Aftermarket Building
Stratford Road

Shirley

Solihull

B90 4AX

Statement of Investment Principles

On 30 September 2016, the Trustee revised itsrBgatieof Investment Principles. See pages 52 to 58
for a copy of the revised statement.

Funding Documents

The Plan’s first Statement of Funding Principlessypaoduced as part of its first actuarial valuation
which was calculated as at 31 March 2015 and cdegblen 9 June 2016. A Schedule of Contributions
for the Plan was signed on 9 June 2016, which &dfelct from 31 May 2016.
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Internal Controls

A compliance statement is produced annually byTthistee Secretary and the Plan’s administrator for
the Trustee, to provide information regarding tdemistration of the Plan. The statement outlirres t
statutory requirements along with non-statutoryt peactice. It details any breaches that have oedur
during the year. In response to the Pensions Riegglacode on internal controls the Trustee has
prepared a schedule of risks faced by the Plan.cbhe&ents of the risk register are taken into antou
when the Trustee set its goals, as part of its @nmusiness plan.

Myners compliance

On 6 February 2003 the Trustee approved its regptmghe ten Myners principles. This response is
contained in a document called Principles of Investt Decision Making.

In 2007 the Government asked the National Assartiaif Pensions Funds (NAPF) to assess the extent
to which pension fund trustees are applying theseiples. Following the NAPF’'s recommendations
the Government issued a consultation paper ougigsix simplified high-level principles.

At a meeting on 4 March 2015 the Trustee approt®diinciples of Investment Decision Making
document. The document is in line with the besttira outlined in the October 2008 Government
response to the consultation paper.

In Notes 12 to 15 to the Accounts the transactimhraanagement costs of the investment portfolies ar
disclosed. This is in line with the requirementstad original Myners principles.

Corporate governance and shareholder activism

The Trustee considers corporate, environmentakani@dl responsibility issues as far as they imgzet
performance of the assets of the Plan. The polafiise Trustee’s investment managers are in liitle w
the Trustee’s policy.

The Trustee has delegated the exercise of anygvatjhts to the Plan’s investment managers on the
basis that voting rights should be exercised with &im of preserving and enhancing long-term
shareholder value. The investment managers pradgerts on any votes cast to the Trustee on a
guarterly basis.
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Investment Report

Investment managers
As at 31 March 2016 the following investment mamageere appointed by the Trustee:

= Legal & General Investment Management
= CBRE Global Investors

= M&G Investments

= Babson Capital Management

The Trustee’s appointed investment managers werdated during the year by either or both of the
Prudential Regulation Authority and Financial Coctd@uthority. In addition, CBRE Global Investors
is a member of the Royal Institution of Charteredv8yors.

The investment management costs are borne by déimealPd detailed in the accounts.
Custody of investments

The majority of the Plan’s segregated assets drklhethe Trustee’s appointed custodian, Bank of
New York, Mellon. A custodian agreement betweenkBafiNew York Mellon and TRW Pensions
Trust Limited details the terms on which the cuindholds the Plan’'s assets and the respective
responsibilities of the custodian and the Trusédieof the title documents of the Plan’s assets latel

by the custodian under the control of the TrustBlysical documents are held in a strong room and
access is limited by the custodian’s own strictusigc procedures. Regular reconciliations of the
holdings are carried out and a copy of the custoslieeport on internal controls is kept and revidwe
by the Plan Administrator.

The Plan's investments held by the custodian ayistered as follows:

= United Kingdom investments are in the name of ainemof the custodian with the designation
account ‘TRW Pensions Trust Limited’ or some othecount designation specifying they are the
assets of TRW Pensions Trust Limited.

= United States investments are in the name of a mmemivith the designation on the books and
records of the custodian which is specific to TR@h$§lons Trust Limited added to the nominee’s
name.

= Other investments are in the name of either theodiem or a nominee with a designation to make
clear the registered holder is not the beneficiaier.

The custodian will only release title documenteraét series of security checks have taken plabes&
include:

= A dual electronic instruction to the custodian ilwiag the use of passwords.

= The custodian has received payment.

15



Cash is placed on short-term deposit with bankeémame of TRW Pensions Trust Limited.

Pinsent Masons LLP provides custody services fermpttoperty documentation relating to the property
investments of TRW Pensions Trust Limited. Pindé¢asons LLP has secure deed rooms and operates
a computerised deed record system. No deed caanbeved from the deed room except by specific
request from the relevant fee earner or their sagren behalf of the fee earner. Access to ticarse
deed room is only by personnel authorised by Pingeaisons LLP.

Internal controls

The Trustee has received and reviewed the followamprts dealing with the internal controls of its
appointed investment managers and custodian:

Company Appointment Reporting Period
Bank of New York Mellon Custodian 1 April 2015 to 31 March 2016
Legal & General Investment Investment Manager| 1 January 2015 to 31 December 2015
Management
CBRE Global Investors Investment Manager| 1 January 2015 to 31 December 2015
M&G Investments Investment Manager| 1 January 2015 to 31 December 2015
Babson Capital Managem: Investment Manag | 1 September 2014 to 31 August 2

Asset allocation

The Trustee acts on the advice of its InvestmemGommittee, its investment adviser and the Plan
Actuary to put in place an investment structure nehg the Plan’s liabilities determine the type of
assets held by the Plan. This approach to invessmecalled ‘liability driven investment’ (LDI)The
Trustee considers the investments to be suitabtleet®lan’s stated objectives. The central featofe
this strategy are as follows:

= To manage the interest rate and inflation risk iahein the Plan’s liabilities by the use of
physical and derivative assets.

= To retain an exposure to equity markets throughmabination of physical assets and derivatives
to target a level of long term investment returrtessary for the Plan to meet its funding
objective. This exposure is managed through tleafiglerivative collars to limit the volatility
associated with equity investments.

= A controlled use of derivatives to increase thédyan the Plan’s physical assets through exposure
to credit markets.
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At the year end the majority of the Plan’s asset&sewmanaged by Legal & General Investment
Management. These assets form a ‘collateral padigthed to support the LDI strategy and to provide
collared exposure to equity market returns. Th&atsal pool comprises the following physical asset

UK Gilts.

UK Index-linked Gilts.
Money market instruments.
Cash.

The remainder of the Plan’s assets are a combmafio

Property.

Asset backed securities.
Secured Loans.

Global high yield credit.

Changes during the year

During the year the following significant changesasset allocation were made:

= A new £100 million allocation to a Global high ydetredit managed by Babson Capital. This
was funded by a reduction of £25 million in the &wean Loans mandate, £35 million from the
asset backed securities mandate and £40 million é&ash proceeds.

= A number of directly owned UK property assets mahaly CBRE Global Investors were sold
reducing the market value of the Plan’s direct Widperty investments from £43.8 million to
£25.9 million as at 31 March 2015.
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The Plan’s largest physical investments

The Plan’s largest 20 physical holdings excludiaghcand derivatives at the year end is shown in the
table below.

Asset Class Security Maturity Market % of total net

Value assets

£'million

UK Treasun Fixed 4.25%% 07/12/4( 296.9: 2031
UK Treasun Index Linked 1.875¢ 22/11/2: 136.8: 9.36
UK Treasur Fixed 4.2509 07/12/4¢ 110.9¢ 7.59
UK Treasun Index Linked 0.375¢ 22/03/6: 103.3( 7.0¢€
UK Treasun Index Linked2.200% 16/04/2( 95.8( 6.5t
UK Treasun Index Linked 1.250¢ 22/11/3: 92.7i 6.34
UK Treasun Index Linked 2.00(% 26/01/3! 91.6¢ 6.27
UK Treasur Fixed 4.2500 07/12/4¢ 72.0¢ 4.€3
UK Treasun Index Linked 0.125¢ 22/03/2¢ 65.52 4.4¢
UK Treasun Index Linked 0.750¢ 22/03/3¢ 34.4¢ 2.3t
UK Treasun Index Linked 0.125¢ 22/03/4¢ 33.7¢ 2.31
UK Treasun Index Linked 0.125¢ 22/03/5¢ 26.02 1.7¢
UK Treasun Index Linked 0.625¢ 22/03/4( 23.01 1.57
UK Treasun Fixed 4.259 07/12/5! 17.3¢ 1.1¢
UK Propert Hannover Place, Broml - 14.8C 1.01
UK Treasun Index Linked 0.125¢ 22/03/2: 11.4¢ 0.7¢
Asset BackeSecurity  Southern Pacific S 2X D1 10/12/4: 9.30 0.64
Asset Backed Secur  Thrones 2014 PLC 1 15/11/4¢ 9.17 0.6%
Asset Backed Secur  FCT GIAC Obligations 7 F 31/07/2: 8.01 0.55
Asset Backed Secur  Mint 2015 PLC 1 22/02/2! 7.8¢ 0.54

1,261 86.24

Statement of Investment principles
The Statement of Investment Principles deals vighfollowing topics:

= Fund managers

= Investment adviser

= Investment objectives

= The kind and balance of investments
= Risk

= Expected return on investments

= Mandates to the investment managers
= Investment management fees

= Realisation of investments

= Statutory funding objective

= Socially responsible investment

= Exercise of voting rights

= Custodian
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The current statement, implemented from 30 Septe2®ik5, is included on pages 52 to 58. A separate
copy of the statement can be obtained by writindpéoTrustee Secretary.

Employer related investments

During the year the Plan had no investment in TRWofotive Holdings Corporation or ZF
Friedrichshafen AG, and no direct investments in@mnnected employer.

There were no member contributions due from theleysp.
Stock lending

As at 31 March 2016, the majority of Plan’s assetse held under the segregated custody of Bank of
New York Mellon, which did not engage in any stéekding.

Review of investments

During the year the Trustee, with the help of itefgssional advisers, has carefully considered the
Plan’s investments. They are satisfied that thestiments conform to all the statutory criteria.

Investment performance

Independent performance measurement is providdgetBlan by Mellon Analytics.
Benchmark

The investment performance benchmark for the Rlahe Plan’s liabilities. The Plan’s liabilitiesea
measured on a Technical Provisions basis (Statiiongling Basis) and other actuarial bases. Inrorde
to meet the Plan’s immediate and long term fundibgpctives, the Plan’s assets must outperform its
liabilities. The performance of the Plan’s asse¢émasured against its liabilities for the Plan yaading

31 March 2016 is shown below:

Asset performance Liabilities measured ona  Liabilities measured on an
Technical Provisions basis Economic basfs
+6% 5% 4%

As a consequence of the Plan’s asset and liabilitgerformance, the Plan’s estimated funding pasiti
as at 31 March 2016 is:

Date Funding position on a Funding position measured
Technical Provisions basis on an Economic basis
31 March 2016 113% 90%

1 An ‘Economic basis’ refers to a level of fundingitiincorporates more prudent assumptions aboutefirtvestment returns (i.e. a discount
rate in line with the yields available from UK Gomement bonds or swaps) and life expectancy thaifdelnical Provisions basis. At this
level of funding the Plan would be expected torba position to deliver benefits on a self suffitibasis with a high degree of certainty.
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Returns

The combined return of Plan and TRW Pension Scharsasured over one, three, five and
years are detailed belc

Period to 31 December 2015 Annual Return
Last yea 6.32%
Last 3 yeat 10.31%
Last 5 yeat 11.6&%
Last 10 yeal 7.38%

Source: Mellon Analytics (for asset performancell &ymans Robertson (for liability performance).
These figures are based upon various estimatesaasadmptions and have been provided for the sole
use and benefit of the Trustee of the TRW Pendandhd not for any other party. Hymans Robertson

LLP makes no representation or warranty to anydtparty as to the accuracy or completeness of the
information.
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Statement of Trustee responsibilities for the finaaial
statements

The audited financial statements are the respditgiloif the Trustee. They are to be prepared in
accordance with UK Generally Accepted Accountingdiice (UK GAAP) including FRS102 the
Financial Reporting Standard applicable in the Wid Republic of Ireland. Pension scheme regulations
require the Trustee to make available to Plan mesntbeneficiaries and certain other parties, addite
financial statements for each Plan year which:

= Show a true and fair view, of the financial trarigats of the Plan during the Plan year and of the
amount and disposition at the end of the Plan gktre assets and liabilities, other than lialahti
to pay pensions and benefits after the end of ke year; and

= Contain the information specified in the OccupatioRension Schemes (Requirement to obtain
Audited Accounts and a Statement from the Audit®egulations 1996, including a statement
whether the accounts have been prepared in acawmdaith the Statement of Recommended
Practice, ‘Financial Reports of Pension Schemes'.

The Trustee has supervised the preparation of itendial statements and has agreed suitable
accounting policies, to be applied consistentlykimz estimates and judgments on a reasonable and
prudent basis. It is also responsible for makingilable each year, commonly in the form of a
Trustee’s annual report, information about the Rlescribed by pensions legislation, which it sdoul
ensure is consistent with the financial statemegiscompanies.

The Trustee also has certain responsibilities Bpe&et of contributions which are set out in the
statement of Trustee’s responsibilities accompanthe Trustee’s summary of contributions.

The Trustee has a general responsibility for engutiat adequate accounting records are kept and fo

taking such steps as are reasonably open to afeggard the assets of the Plan and to prevent and
detect fraud and other irregularities, including thaintenance of appropriate internal controls.
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Conclusion

The Trustee acknowledges with thanks the help apgat it has received from everyone associated
with the administration of the Plan.

If a member has any queries about the operatidgheoPlan or about their benefits they should raise
them with Capita Employee Benefits at the addrhss/e on page 2.

By order of the directors of TRW Pensions Trust itdah.

Mr Peter Middleditch
On behalf of the Trustee of the TRW Pension Plan

30 September 2016
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Annual Governance Statement for the Plan
Year ending 31 March 2016

Introduction

This statement has been prepared by the Trustde ¢?flan in accordance with Regulation 23 of
the Occupational Pension Scheme (Scheme Admin@t)jdRegulations 1996 (the “Regulations”)
and describes how the Trustee has met the reqginestnance standards in relation to the default
arrangement, processing financial transactiong,gelsaand transaction costs borne by members,
and trustee knowledge and understanding. Forwbiglance of doubt, this statement relates only
to categories of benefits held within the Plan whiall within the scope of Regulation 23 of the
Regulations.

This statement covers the period from 6 April 26131 March 2016.

Default Arrangement

All members of the Plan are deferred and no camivbhs have been made by or in respect of
them during the period covered by this statemefin that basis, and for the purposes of
Regulation 23 of the Regulations, the Trustee befiethat the Plan does not have a default
arrangement (within the definition set out in Regiginh 1 of the Occupational Pension Schemes
(Investment) Regulations 2005).

Core Financial Transactions

The requirements of Regulation 24 of the Regulatidtave been met and core financial
transactions which are administered by the Truste® been processed promptly and accurately.
The Trustee has internal controls in place to engbat all core financial transactions are
processed in accordance with Regulation 24 of thguRtions, and the Trustee is not aware of
any instances or material administrative errorsnon-compliance with Regulation 24 of the
Regulations during the period covered by this statd.

A small number of legacy additional voluntary cdmition (AVC) accounts are not administered

by the Trustee. The Trustee has written to Rogaldon, Clerical Medical, Standard life, Fidelity

and Pheonix and requested confirmation that alle céinancial transactions which are

administered externally have been processed prgraptl accurately. The Trustee is not aware
of any instances of non-compliance and regularlynitoos the performance of all external

administrators.

Charges and Transaction Costs

The range of the levels of charges and transactists applicable to the Plan's investment funds
during the period covered by this statement are-QB®2%.

The Trustee has assessed the extent to which @rgesh and transaction costs set out above
represent good value for members and have concltidgdmembers do receive good value for

money. The Trustee reviews all member charges oegular basis to ensure that members
receive good value for money and notes that vaduenbney does not necessarily mean the lowest
fee, but rather the overall quality of the seryicevided.

Trustee Knowledge and Understanding

The requirements under section 248 of the Pens#ets 2004 relating to knowledge and
understanding of corporate trustees have been yn#iebPlan during the period covered by this
statement.

The Plan's Trustee Directors have ensured theiwletge and understanding is sufficient to
comply with these requirements by receiving tragniinom the Plan's actuary. The Trustee
Directors also use the Pensions Regulator's Trusiekit for training purposes.
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The combined knowledge and understanding of thest€ey together with the advice which is
available to it from its professional advisors eesut is able to properly exercise its functioss a
Trustee.

Signed for and on behalf of TRW Pensions Trust techi

Chairman - Mr Stephen Batterbee
30 September 2016
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Fund Account & Net Assets Statement
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Contributions and benefits

Employer Contributions

Transfers in

Benefits paid or payable

Fund Account

Notes

Payment to and on account of leavers 7

Administration expenses

Professional adviser fees and levies 9

Net (withdrawals)/additions from dealings with memters

Returns on investments

Investment income

10

Change in market value of investments 11

Investment management expenses

Net returns on investments

15

Net increase in the fund during the year

Net assets of the Plan at start of year

Net assets of the Plan at end of year

The accompanying notes on pages 28 to 43 are egrahtpart of these financial statements.
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Year ended Period to
31 March 31 March
2016 2015
£000 £000
4,941 4,600
59 1,415,818
5,000 1,420,418
(17,412) (5,918)
(20,538) (78,673)
(663) (385)
(1,815) (1,551)
(40,428) (86,527)
(35,428) 1,333,891
38,527 9,109
48,386 76,023
(4,310) (4,000)
82,603 81,132
47,175 1,415,023
1,415,023 -
1,462,198 1,415,023




Statement of Net Assets available for Benefits

Investment assets:

Pooled investment vehicles

Bonds

Property

Derivative assets

External additional voluntary contribution
Cash

Investment assets

Investment liabilities:
Derivative liabilities

Investment liabilities

Current assets
Current liabilities

Net assets of the Plan at 31 March

Notes

11
16

17

18

19

24

18
24

23
23

31 March 31 March
2016 2015
£'000 £'000
287,080 413,853
1,443,366 1,132,558
24,070 55,863
1,028,433 1,014,366
945 965
7,458 18,837
7,737 5,034
2,799,089 2,641,476
(1,333,268) (1,222,223)
(768) (2,068)
(1,334,036) (1,224,291)
1,137 1,121
(3,992) (3,283)
1,462,198 1,415,023

The accompanying notes on pages 28 to 43 fornppénese financial statements.

The financial statements summarise the transactibtize Plan and deal with the net assets at t@odal of
the Trustee. They do not take account of obligatim pay pensions and benefits which fall duer #fie end
of the Plan year. The actuarial position of thenPlvhich takes into account such obligationsesltdwith in
the Report on Actuarial Liabilities on page 59 loé tAnnual Report and these financial statementslghze

read in conjunction with this report.

Approved by the Directors of the Trustee Company

Chairman — Mr Stephen Batterbee

30 September 2016
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Notes to the Financial Statements
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Note 1 Basis of preparation

The financial statements have been prepared inrdacoe with the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a $iatg from the Auditor) Regulations 1996, Financial
Reporting Standard 102 — The Financial Reportiran&ird applicable in the UK and Republic of Ireland
issued by the Financial Reporting Council and wgtlidance set out in the Statement of Recommended
Practice (Revised November 2014).

In adopting FRS 102, the Trustees have adoptegrésions of ‘Amendments to FRS 102, The Financial
Reporting Standard applicable in the UK and Rejpublilreland — Fair value hierarchy disclosures (dha
2016)’ early.

Note 2Transition to FRS 102

Annuity policies were previously included in theat&ment of Net Assets at nil value as permittethby
Audited Accounts Regulations and the previous SORfler FRS 102 annuity policies are reported at the
value of the related obligation to pay future bésdtinded by the annuity policy.

The Trustee has determined that there are no rabaemuity policies held in the name of the Trustee

Note 3 Accounting policies
The principal accounting policies of the Plan adalows:

»  Contributions are accounted for on the due datéshathey are payable in accordance with the Scleedul
of Contributions

. Income from pooled investment vehicles is re-inedsind reflected in the unit price. Property inedm
earned in accordance with the terms of the ledseome from bonds and cash is recognised as the
interest accrues.

. Receipts from annuity policies held by the Trustéesfund benefits payable to Plan members are
included within investment income on an accruakisa

. Expenses are dealt with on an accruals basis.

. Benefits are accounted for in the period in which imember notifies the Trustee of his decisionhan t
type or amount of benefit or, if there is no memttesice, on the date of retirement or leaving.

»  Transfer payments in respect of members transféor@thd from the Plan during the period are inotude
in the accounts on the basis of sums advised bwd¢heary at the time the accounts for the periad ar
finalised.

. Listed investments are stated at the bid pricéneddst traded price, depending on the conventidheo
stock exchange on which they are quoted, at the afathe net assets statement. Unlisted invessment
are priced using quotes provided by external bsker

. Pooled investment vehicles are stated at bid gacdéunds with bid/offer spread or single price whe
there are no bid/offer spreads, as provided byhestment manager.

. Foreign currency investments are translated irgdisg at the rates of exchange ruling at the ssets
statement due. Foreign currency investment incamecorded at the rate ruling at the date of the
transaction.
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Note 3 Accounting policies (continued)
. Derivatives:
0 Derivatives are stated at market value.

0 Exchange traded derivatives are stated at marke¢vaetermined using market
guoted prices

0 For exchange traded derivative contracts whiclaasets, market value is based on
guoted bid prices.

0 For exchange traded derivative contracts whicHiabdities, market value is based on
guoted offer prices.

0 Over the counter (OTC) derivatives are stated aketavalue using pricing models and
relevant market data as at the year-end date.

o] Forward foreign exchange contracts are valued lgragning the gain or loss that
would arise from closing out the contract at thearting date by entering into an equal
and opposite contract at that date.

o] All gains and losses arising on derivative contaate reported with ‘Change in
Market Value’.

e The property investments of the Plan are incluaethé accounts at open market value at the netsasse
statement date. This value is determined by incdéget external valuers in accordance with the
Appraisal and Valuation Manual issued by the Rdgatitute of Chartered Surveyors. The properties
have been valued by the Plan’s property valuer fste 13). No depreciation is provided on property
assets in accordance with SSAP19: Accounting feedtment Properties.

. Purchases and sales of properties are recognisdbeiraccounts upon unconditional exchange of
contracts. Property rental income is recognisedroaccruals basis.

* The Plans functional and presentation currencyadsngs sterling. Monetary items denominated in
foreign currency are translated into sterling ushmegclosing exchange rates at the Plan year endigh
currency transactions are recorded in sterling@aspot exchange rate at the date of the transactio

Note 4 Contributions Year ended Period to
31 March 31 March
2016 2015
£000 £000
Company contributions — discretionary 4,941 4,600
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Note 5 Transfers in

Reinstatement of members
Group transfer from TRW Pension Scheme

The group transfer of £1.415m, during the periodeen31 March 2015, represents the assets in reepect
members of the TRW Pension Scheme who transfenred L0 December 2014.

Note 6 Benefits paid or payable

Pensions
Commuted lump sums
Death benefits

Note 7 Payments to and account of leavers

Individual transfers to other schemes

Buy out annuity policy

Note 8 Administrative expenses

Administration
Secretarial and Trustee expenses
Website

31

Year ended Period to 31
31 March March
2016 2015
£000 £000
59 73
- 1,415,745
59 1,415,818

Year ended Period to
31 March 31 March
2016 2015
£000 £000
12,430 3,880
4,862 1,951
120 87
17,412 5,918
Year ended Period to
31 March 31 March
2016 2015
£000 £000
20,538 73,748
- 4,925
20,538 78,673
Year ended Period to
31 March 31 March
2016 2015
£000 £000
406 230
249 145
8 10
663 385




Note 9 Professional adviser fees and levies

Hymans Robertson — Actuarial fees

Hymans Robertson — Investment adviser fees

Travers Smith — Legal fees

KPMG — Audit fees

Mercer — Annuity broking

KPMG — Risk Management

Health Management — Medical fees
Penfida — Covenant review

Capita — Liability management activity
Club Vita — Longevity analysis

EDM Group — Microfiche archiving

JLT Wealth Management — Financial advice
LEBC Group — Data collection

Pension Protection Fund — Regulatory levy

Other advisers

Note 10 Investment income

Income from bonds

Net rents from properties

Income from pooled investment vehicles
Interest on cash account

Annuity income
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Year ended Period to
31 March 31 March
2016 2015

£000 £00C
399 387

230 59

167 483

48 77

219 520

20 20

7 1

60 -

228 -

10 -

122 -

121 -

162 -

22 -

- 4

1,815 1,551

Year ended Period to
31 March 31 March
2016 2015
£'000 £00C
27,589 4,793
3,363 1,141
7,317 2,799
170 222

88 154

38,527 9,109




Note 11 Reconciliation of investments at the begiimmy and end of the year

Pooled investment vehicl
Derivative:

- Equity Option:

- Swap:

- Foreign Exchanc

Bonds

Propert

External additional
voluntary contribution

Cash deposi

Other current investment
assets and liabilities (see
note24)

Purchases at

Sales

costand proceeds and

Note 12 Transaction costs

Value at derivative derivative Change in Value at
1 April 201t payment receiptt  market valu 31 March2016
£'000 £'000 £'000 £'000 £'000
428,12: 358,82t (501,778 1,911 287,08(
54,51: - - 9,88: 64,39
(269,443 53,33t (164,167 13,46! (366,810
7,072 10,02: (15,932 (3,582 (2,419
1,132,55 1,190,89 (885,489 5,401 1,443,36
41,59 - (38,606 21,081 24.,07(
965 - (43) 23 945
1,395,38 1,613,072 (1,606,015) 48,187 1,450,626
18,83: 19¢ 7,45¢
2,966 6,969
1,417,185 48,386 1,465,053

Transaction costs are included in the cost of pasek and sale proceeds. Direct transaction castgle
costs charged to the Scheme such as fees, comnsissid stamp duty.

Transaction costs analysed by main asset clasgypadf cost are as follows:

Equities
Bonds
Othel

Total Total

Fees Commission Taxes 2016 2015

£000 £000 £000 £000 £000
807 - 807 -
807 - 807 -

There were no indirect costs incurred throughlifteand offer spread on investments within pooled

investment vehicles during the period.

33



Note 13 Property transaction costs

Property sales during the period

Costs associated with property sales:
Rental guarantee

CBRE transaction fees

Pinsent Masons — transaction fees

Other professional fees

Net property sales and purchases at cost

Note 14 Investment management expenses

Non-property Management Expenses
Legal & General Investment Management
M&G Investments

Goldman Sachs Asset Management
Bank of New York Mellon

Property Management Expenses
Pinsent Masons
CB Richard Ellis — UK Properties
Property Management Costs:
Building and refurbishment
Insurance claim proceeds
Head rent & rates
Vacant unit costs
Marketing & letting
Bad debt write offs
Other professional fees

Total investment management expenses
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Year ended Period to
31 March 31 March
2016 2015
£000 £000
38,123 33,007
(205) (250)
(245) (164)
(68) (50)
(234) (215)
(752) (679)

37,371 32,328

Year ended Period to
31 March 31 March
2016 2015
£'00C £'000
1,230 2,002
999 562

- 124

93 74

2,322 2,762

182 21

256 55

64 525
- (181)

72 37

436 44

28 7
av4 (25)

372 76

1,236 559
3,558 3,321




Note 15 Total investment management and transactiotosts

Non-property Management Expenses (see note 14)

Property Management expenses (see note 14)

Property transaction costs (see note 13)

Note 16 Pooled investment vehicles

Unit Trusts — Fidelity

Versatile European Loans Fund — M&G Investments

Liquidity Fund — Legal & General

Smaller European Companies Fund — Montanaro

Global Multi-Credit Strategy Fund - Babson
European Property Unit Trusts

Note 17 Market value of property investments

2016
Sector £000
Industrials 3,57(
Offices 7,74(
Retai 7,06(
Other Commercii 5,46¢
Residentie 231
Total 24,070

See note 3 for details of the valuation basis.
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Year ended Period to
31 March 31 March
2016 2015
£000 £000
2,322 2,762
1,236 559
752 679
4,310 4,000
2016 2015
£000 £000
70 139
, 638 164,558
31,272 249,154
103,080 -
14,038 14,268
287,080 428,121
2016
Geographical £000
South Eas 14,80(
East Midland 3,57(
North Wes 5,70(C
Total 24,070




Note 18 Derivatives

Swaps

The Trustee’s aim is to match off the Plan’s loagnt liabilities with its fixed income assets, inrfiaular in
relation to the liabilities’ sensitivities to in&st rate movements and inflation. The Trusteeemisred into
interest rate, inflation and credit default swap®etter align the Plan’s assets to the long téhilities of the
Plan. The Plan had the following swaps contractstanding at the period end:

Type Duration Notional Asset value Liability
Exposure at value at 31
31 March March 2016

£000 2016 £000

£'00C

Credit Default Swag 202¢ 217,68( - (1,998
Interest Rate Swa 201€-206¢ 3,039,42 654,21 (632,534
Inflation Swap 202(-206¢ 786,83! 5,57: (219,209
Total Return Sway 2022-204( 706,44! 14,72« (187,579
674,51 (1,041,320

Foreign exchange

The Trustee has taken out a number of foreign exgddorwards to hedge its overseas currency abaets
into sterling. The Plan had the following foreigicbange contracts outstanding at the year end:

Type Duration Notional Asset value Liability value
Exposure at at 31 March
31 March 2016
£'000 2016 £'000

£'000
EUR/GBF 201¢ 156,21 - (3,383
GBP/EUF 201¢ 32,58¢ 964 -
964 (3,383

Equity Options

The Trustee’s objective is to benefit from the paitaly greater returns available from investingeiquities
but wishes to minimise potential losses of valumulgh adverse equity price movements. It has there
taken out a series of ‘put’, ‘call’ and ‘at the nayh options which provide the Plan with exposuregiabal

developed equity markets but restrict the negatterns the Plan can make by capping the posiguarms
the Plan can earn. The Plan had the following optimntracts outstanding at the period end:

Type of option Notional Expiry Asset value Liability
amount at value at

£000 31 March 31 March

2016 2016

£00C £'00C
Low put, high put, call and at 411,600 2019 352,959 (288,565)

the money optior
352,95¢ (288,565
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Note 18 Derivatives (continued)

Counterparties to derivatives

The following table shows the total net valuatidrttee Plan’s derivative positions as at 31 March&0split
by counterparty and type of derivative. The valgested are based on mid prices. All derivative jpmss$ are
fully collateralised on a daily basis.

Equity Interest Inflation Credit Total Return Total
Options Rate Swaps Swaps  Default Swaps value
Swaps
£'million £'million £'million  £'million £'million £'million

Counterpart
Goldman 18.5 (7.4) (316.0) (2.1) - (306.9)
Sach
Barclays - - (25.5) - 0.4 (25.2)
Capita
UBS - (5.7) - - - (5.7)
Deutsche - (85.4) (21.5) - - (106.9)
RBS - (70.7) (16.4) - - (87.1)
Lloyds - - - - 14.9 14.9
Morgan 46.8 189.7 (20.8) - - 215.7
Stanle
Total 65.2 20.4 (400.2 (2.1 15.2 (301.2

Summary of derivative assets and liabilities

Asset Liability Net

value at value at 31 position

31 March March 2016 at

2016 £'000 31 March

£'000 2016

£000

Swaps 674,510 (1,041,320) (366,810)
Equity Options 352,959 (288,565) 64,394
Foreign Exchange 964 (3,383) (2,419)
1,028,433 (1,333,268) (304,835)

Note 11 contains additional details about the Bldarivative investments.
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Note 19 External additional voluntary contributions

The Trustees hold assets invested separately fiermtin Fund in the form of individual insurancdig@es
securing additional benefits on a money purchasgsbfor some members electing to pay Additional
Voluntary Contributions. Members participating inese arrangements each receive an annual statement
confirming the amounts held in their account arerttovements in the year.

The aggregate amounts of AVC investments are &sifsl

2016 2015
£000 £000
Clerical Medical 256 273
Royal London 333 316
Standard Life 172 193
Fidelity 171 171
Phoenix 13 12
945 965

Note 20 Fair value determination

The fair value of financial instruments has bedmeged using the following fair value hierarchy:

Level 1 The unadjusted quoted price in an activekataor identical assets or liabilities
that the entity can access at the measurement date.

Level 2 Inputs other than quoted prices includethiwiLevel 1 that are observable (i.e.
developed using market data) for the asset oditigbeither directly or indirectly.

Level 3 Inputs are unobservable (i.e. for which keéidata is unavailable) for the asset or

liability.

The Plan’s investment assets and liabilities hasntfair valued using the above hierarchy levefolésns:

As at 31 March 2016 Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
Bonds 1,083,536 359,831 - 1,443,367
Property - - 24,070 24,070
Pooled investment vehicles - 287,080 - 287,080
Derivatives - (369,229) 64,394 (304,835)
Cash 7,458 - - 7,458
1,090,994 277,682 88,464 1,457,140
As at 31 March 2015 Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
Bonds 866,104 266,454 - 1,132,558
Property - - 41,595 41,595
Pooled investment vehicles - 428,121 - 428,121
Derivatives - (262,369) 54,512 (207,857)
Cash 18,837 - - 18,837
884,941 432,206 96,107 1,413,254
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Note 21 Concentration of investments

There were no investments (other than UK Governr8estrities) which made up more than 5% of thd tota
net assets.

Note 22 Investment risk disclosures

FRS 102 requires the disclosure of informationeiation to certain investment risks. These riskes st out
by FRS 102 as follows:

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

Market risk: this comprises currency risk, intenege risk and other price risk.

e Currency risk: this is the risk that the fair vahfefuture cash flows of a financial asset willdtuate
because of changes in foreign exchange rates.

* Interest rate risk: this is the risk that the faue of future cash flows of a financial assetl wil
fluctuate because of changes in market interess rat

e Other price risk: this is the risk that the fairlue of future cash flows of a financial asset will
fluctuate because of changes in market prices i(dtten those arising from interest rate risk or
currency risk), whether those changes are causefhdigrs specific to the individual financial
instrument or its issuer, or factors affectingsahilar financial instruments traded in the market.

The Trustee determines their investment stratetgr &dking advice from a professional investmentiset.

The Plan has exposure to these risks because afubstments it makes in following the investmemnategy

set out below. The Trustee manages investment, iisiisiding credit risk and market risk, within agd risk
limits which are set taking into account the Plasiigitegic investment objectives. These investrobjectives

and risk limits are implemented through the invesimmanagement agreements in place with the Plan’s
investment managers and monitored by the Trustgesdular reviews of the investment portfolio.

Further information on the Trustee’'s approach s rmanagement, credit and market risk is set olawbe
This does not include the legacy insurance policies AVC investments as these are not considered
significant in relation to the overall investmenfshe Plan.

Investment Strategy

The investment objective of the Trustee is to neam& portfolio of suitable assets of appropriadeitity
which will generate investment returns to meetetbgr with future contributions, the benefits oé thlan
payable under the trust deed and rules as thegdall

The Trustee sets the investment strategy for the fking into account considerations such astteagth of
the employer covenant, the long term liabilitiestlod Plan and the funding agreed with the Employee
investment strategy is set out in its Statememtedstment Principles (SIP).

The current strategy is to hold:

a. 50% in investments that move in line with the Iaagm liabilities of the Plan. This is referred ® a
Liability Driven Investment (LDI) and comprises Ugovernment bonds, interest rate swaps and
inflation swaps, the purpose of which is to hedgaimst the impact of interest rate and inflation
movement on long term liabilities.

b. 50% in return seeking investments comprising expoda equity and credit markets through a
combination of physical assets and derivatives dinect investment in property, asset backed
securities, global high yield credit and securexhk
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Note 22 Investment risk disclosures (continued)

(i) Credit Risk

The Plan is subject to credit risk as it investbamds, OTC derivatives, asset backed securitidshaa cash
balances. The Plan also invests in pooled invedtredricles and is therefore directly exposed talitnésk in

relation to the instruments it holds in the pooiegestment vehicles and is indirectly exposed tditrrisks
arising on the financial instruments held by thelpd investment vehicles.

A summary of exposures to credit risk is givenha following table, the notes below which explaowhthis
risk is managed and mitigated for the differenssés:

Analysis of direct credit risk

As at 31 March 2016

Bonds

OTC Derivatives (assets)
Asset backed securities
Cash

Pooled investment vehicles

As at 31 March 2015

Bonds

OTC Derivatives (assets)
Asset backed securities
Cash

Pooled investment vehicles

Investment Non- Unrated Total
Grade investment
Grade
£000 £000 £000 £000
1,213,088 - - 1,213,088
1,028,433 - - 1,028,433
230,279 - - 230,279
7,458 - - 7,458
- - 287,012 287,012
2,479,258 - 287,012 2,766,270
Investment Non- Unrated Total
Grade investment
Grade
£000 £000 £000 £000
866,104 - - 866,104
1,014,366 - - 1,014,366
266,454 - - 266,454
18,837 - - 18,837
- - 427,983 427,983
2,165,761 - 427,983 2,593,744

Credit risk arising on bonds is mitigated by inwegtin government bonds where the credit risk isimal, or
corporate bonds which are rated at least investgrawle. This is the position at the year end.

Credit risk arising on derivatives depends on whethe derivative is exchange traded or over thentew
(OTC). OTC derivative contracts are not guarantegdany regulated exchange and therefore the Plan is
subject to risk of failure of the counterparty. Theedit risk for OTC swaps is reduced by collateral
arrangements (see note 18). Credit risk also awseforward foreign currency contracts. There aoe n
collateral arrangements for these contracts butcaihterparties are required to be at least inverstigrade.

Cash is held within financial institutions whicheaat least investment grade credit rated.
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Note 22 Investment risk disclosures (continued)

The Plan’s holdings in pooled investment vehicles @imarily investment grade and non-investmeadgr
with the exception of the Plan’s European Propargstments which are unrated. Direct credit rigkiag
from pool investment vehicles is mitigated by thelerlying assets of the pooled arrangements béig r
fenced from the pooled manager, the regulatoryrenwmients in which the pooled managers operate and
diversification of investments amongst a numbepobled arrangements. Trustees carry out due ddigen
checks on the appointment of new pooled investmetagers and on an ongoing basis monitor any change
to the regulatory and operating environments ofpih@led manager.

A summary of the pooled investment vehicles by tgparrangement is as follows

2016 2015
£000 £000
Authorised unit trusts 10,387 11,009
Open ended investment companies 276,695 417,112
287,082 428,122

Indirect credit risk arises in relation to undenlyiinvestments held in the bond pooled investmehicles.
This risk is mitigated by ensuring the investmernager diversifies the portfolio to minimise thepawt of
default by any one issuer.

(i) Currency Risks

The Plan is subject to currency risk because sohtbeoPlan’s investments are held in overseas nsrke
either as segregated investments or through pdolegstment vehicles. The Plan limits overseas ogye
exposure through a currency hedging policy usimgidod foreign currency contracts.

31 March 2016 Gross Hedged  Net Unhedged
Exposure Exposure Exposure
£000 £000 £000
Euro 204,403 204,403 -
US Dollar 73,727 73,727 -
Yen - - -
Other - - -
278,130 278,130 -
31 March 2015 Gross Hedged  Net Unhedged
Exposure Exposure Exposure
£000 £000 £000
Euro 234,106 234,106 -
US Dollar 31,347 31,347 -
Yen - - -
Other - - -
265,453 265,453 -
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Note 22 Investment risk disclosures (continued)

(iii) Interest rate risk

The Plan is subject to interest rate risk becaosgesof the Plan’s investments are held in bondsreast rate
swaps and cash. Under the Plan’s LDI strategytérest rates fall, the value of the LDI investnsentll rise

to help match the increase in the actuarial libgiarising from a fall in the discount rate. Sarly, if interest
rates rise, the LDI investments will fall in values will the actuarial liabilities because of anragase in the

discount rate. At the year end the LDI portfolioqarised:

2016 2015
£000 £000
Direct
Bonds 1,213,088 866,104
Swaps (364,813) (269,074)
Indirect
Cash PIV 31,272 249,155
879,547 846,185

(iv) Other price risk

Other price risk arises principally in relationtte Plan’s return seeking portfolio which inclugegosure to
equities (through the use of derivatives) and itmest properties.

The Plan manages this exposure to other pricebys&onstructing a diverse portfolio of investmeatsoss
various markets. Equity risk is managed throughube of derivative collars to limit the volatilipssociated
with equity investments.

At the year end, the Plan’s exposure to investmauttgect to other price risk was:

2016 2015
£000 £000
Direct
Equity derivative contracts 64,394 54,512
Commercial properties 24,070 41,595
Indirect
European property PIVs 14,039 14,268
102,503 110,375
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Note 23 Current assets and liabilities

Current Assets

Cash at bank

Administration VAT receivable
Other debtors

Current Liabilities
Unpaid benefits
Advisers’ fees
Other creditors

Net current liabilities

Note 24 Current investment assets and liabilities

Current Investment Assets
Interest receivabl- bond:
Interestreceivable- cast
Rent receivabl

Dividends receivab
Property debtol

Current Investment Liabilities
Deferred rental incon
Provision for property bad del
Rental deposi

Property creditol

Property investment VA

Net current investment assets

Note 25 Taxation

2016
£000

1,036
85
16

1,137

(248)
(2,040)

(1,704)

(3,992)

(2,855)

2016
£000

7,80(

177
21

(263,
7,737

(415,

(49)

(98)

(166,
(40

(768)

6,969

2015
£000

1,034
50
37

1,121

(466)
(1,885)
(932)

(3,283)

(2,162)

2015
£000

4,11z
5

50¢
117
291

5,034

(665,
(549
(124
(633

(97)

(2,068)

2,966

The Plan is a registered Pension Scheme under &@h2pf Part 4 of the Finance Act 2004 and is tioeee

exempt from income tax and capital gains tax.

Note 26 Related party transactions

Transactions with related parties of the Plan hmen disclosed in the Trustee report as follows:

» During the year £34,500 was paid to JMRC Pensidnstéd in respect of fees for the Independent

Trustee Director.
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Report of the Auditor
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Independent Auditor's Report to the Trustee of theTRW Pension Plan

We have audited the financial statements of TRWsi®@nPlan for the year ended 31 March 2016 set
out on pages 25 to 43. The financial reportingnfrevork that has been applied in their preparason i
applicable law and UK Accounting Standards (UK Gathe Accepted Accounting Practice) including
FRS102 The Financial Reporting Standard applicebtee UK and Republic of Ireland.

This report is made solely to the Plan Trusté® accordance with the Pensions Act 1995 and
Regulations made thereunder. Our audit work has lbmdertaken so that we might state to the Plan
Trustee those matters we are required to stateincan auditor’'s report and for no other purpo3e.

the fullest extent permitted by law, we do not atag assume responsibility to anyone other than th
Plan Trustedpr our audit work, for this report, or for the ajons we have formed.

Respective responsibilities of the Trustee and audir

As explained more fully in the Statement of Trusteesponsibilities set out on page 21, the Plan
Trustee is responsible for the preparation of fa@nstatements which show a true and fair viewur O
responsibility is to audit, and express an opin@mn the financial statements in accordance with
applicable law and International Standards on Aogli{UK and Ireland). These standards requireus t
comply with the Auditing Practices Board’s Ethi&andards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of finans&@tements is provided on the Financial Reporting
Council's website at www.frc.org.uk/auditscopeukpte.

Opinion on financial statements
In our opinion the financial statements:

» show a true and fair view of the financial trangawt of the Plan during the Plan year ended 31
March 2016 and of the amount and disposition dt diate of its assets and liabilities, other than
liabilities to pay pensions and benefits aftere¢hd of the Plan year;

* have been properly prepared in accordance with @Ke@lly Accepted Accounting Practice; and

+ contain the information specified in Regulation 8 the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a 8Btate from the Auditor) Regulations 1996,
made under the Pensions Act 1995.

Nadia Dabbagh-Hobrow 30 September 2016
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants
One Snowhill

Snow Hill Queensway
Birmingham

B4 6GH
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Statement of Trustee’s responsibilities in respeaif contributions

The Plan’s Trustee is responsible under pensiogsld¢ion for ensuring that there is prepared,
maintained and from time to time revised a SchedofleContributions showing the rates of
contributions payable towards the Plan by or orabialf the employer and the active members of the
Plan and the dates on or before which such coniwitel are to be paid. The Plan’s Trustee is also
responsible for keeping records of contributioreeieed and for procuring that contributions are enad
to the Plan in accordance with the Schedule.

Summary of Contributions payable under the Schedulén respect of the year ended 31 March
2016

This Summary of Contributions has been preparedbyn behalf of, and is the responsibility of the

Trustee. It sets out the employer and member ibotitbns payable to the Plan under the interim

Schedule of Contributions certified by the actuany18 November 2014 in respect of the Plan year
ended 31 March 2016. The Plan Auditor reports amtrdoutions payable under the Schedule in the
Auditor’s Statement about Contributions.

During the year period ended 31 March 2016 theritantons payable to the Plan under the interim
Schedule of Contributions were as follows:

£00C
Company contributions — deficit funding -

Contributions payable under the interim Schedul€oftributions (as reported on by
the Scheme Auditor)

Information about contributions

Under the interim Schedule of Contributions in plat 31 March 2016, no contributions were payable.
There were no normal contributions from memberadive accrual ceased on 28 February 2015 and
was on a non-contributory basis.

Reconciliation of contributions

£00C
Contributions payable under the Interim ScheduleCohtributions reported in the
accounts in respect of tlyeal (as above -
Contributions payable in addition to those due wuntlee Interim Schedule of
Contributions and not reported on by the Plan Aurdit
- Company contributions — discretionary 4,941
Total contributions reported in the accounts 4,941

Approved by the Board

Chairman — Mr Stephen Batterbee
30 September 2016
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Independent Auditor’'s Statement about Contributionsto the Trustee of the TRW Pension Plan

We have examined the Summary of Contributions dayabder the schedule of contributions to the
TRW Pension Plan in respect of the Plan year eBdedarch 2016 which is set out on page 46.

This statement is made solely to the Plan’s Tryste@ccordance with the Pensions Act 1995 and
Regulations made thereunder. Our work has beeprtak@n so that we might state to the Plan’s
Trustee those matters we are required to statarican auditor’'s statement about contributions md

no other purpose. To the fullest extent permitigdaw, we do not accept or assume responsibaity t
anyone other than the Plan’s Trustee, for our weok,this statement, or for the opinions we have
formed.

Respective responsibilities of the Trustee and audir

As explained more fully in the Statement of TrustdResponsibilities set out on page 21, the Plan’s
Trustee is responsible for ensuring that thererépgred, maintained and from time to time revised a
schedule of contributions showing the rates anddies of certain contributions payable towards the
Plan by or on behalf of the employer and the activembers of the Plan. The Trustee is also
responsible for keeping records in respect of douions received in respect of active membersef t
Plan and for monitoring whether contributions amdmto the Plan by the employer in accordance with
the schedule of contributions.

It is our responsibility to provide a statement w@baontributions paid under the schedule of
contributions to the Plan and to report our opirt@gou.

Scope of work on statement about contributions

Our examination involves obtaining evidence suéfitito give reasonable assurance that contributions
reported in the summary of contributions have Imaterial respects been paid at least in accosdanc
with the schedule of contributions. This inclu@@sexamination, on a test basis, of evidence reteva
to the amounts of contributions payable to the Rlahthe timing of those payments under the sckedul
of contributions.

Statement about contributions payable under the satdule of contributions

In our opinion contributions for the Plan year ethéBd March 2016 as reported in the summary of
contributions and payable under the schedule dfribations have in all material respects been paid
least in accordance with the interim schedule attréloutions certified by the actuary on 18 November
2014.

Nadia Dabbagh-Hobrow 30 September 2016
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants
One Snowhill

Snow Hill Queensway
Birmingham

B4 6GH
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Schedule of Contributions
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Interim Schedule of Contributions

Under Section 227 of the Pensions Act 2004, thetéauof the TRW Pension Plan (‘the Plan”) must
put in place a Schedule of Contributions which astified by the Scheme Actuary. As the Plan is
newly established and has not yet undergone a sBpetific valuation under the Pensions Act 2004,
a Statement of Funding Principles has not yet bgeeed. Therefore, this interim schedule is exgukct
to remain in place until the first actuarial valoat (to be carried out with effective date 31 March
2015) is completed and a Schedule of Contributisagreed.

This schedule has been prepared with the agreeshd@®W Limited (‘the Employer’) after taking the
advice of Ronald S Bowie (the ‘Scheme Actuary’).

This interim schedule comes into effect from 14 8lober 2014 and includes the Scheme Actuary’s
certification.

Employee contributions
No employee contributions are required under thiesof the Plan.
Employer Contributions

The Employer will pay such contributions, agreedlsy Trustees and the Employer and having taken
advice from the Scheme Actuary, as are necessafyntb the benefits accruing to active members.
These contributions shall be payable by the endlpoil following the Plan year in which the relevant
benefits were accrued and shall fall due for paynuery to the extent that the Plan was not fully
funded (using the assumptions underlying the Teah®rovisions for the TRW Pension Scheha)

the end of that Plan year.

The Employer will pay any underpin payment(s) du¢he Plan in relation to Project Cerbérus the
extent that any such underpin payment(s) havelreddy been made to the TRW Pension Scheme.

With effect from January 2015 and until the Schedufl Contributions relating to the first actuarial
valuation of the Plan has been signed, the Emphailer

* Pay monthly contributions of £2.5m per month in thent that the funding level of the TRW
Pension Plan, calculated on the Conservative Bégiis below 99% for any three consecutive
monthsg; and

* Cease these monthly contributions in the event tthetfunding level of the TRW Pension Plan,
calculated on the Conservative Basis is above 1fat%ny three consecutive months.

To determine whether contributions are payableaimudry 2015, February 2015 and March 2015 the
funding level for October, November and Decembet42@ill be required. The 31 October 2014
funding level is deemed to be above 101% on thes@uwative Basis. The 30 November 2014 Plan
funding level will be that used in relation to Rrcj Cerberus to determine any underpin payment(s)
due to the Plan but with any outstanding underpiyngent(s) due included as Plan assets. From 31
December 2014 onwards the funding level will beglated using actual asset data for the Plan.

All Employer contributions shall fall due to be gaiot later than 19 days after the end of the clen
month to which they relate.

! as set out in the Statement of Funding Principfeahe TRW Pension Scheme, dated 13 February 2013

2 as set out in the Appendix of the letter TRW RensScheme - Project Cerberus’ dated 15 July 2014

3 the above Technical Provisions basis adjusteddorporate a single discount rate of UK Governnibemtds
plus 0.5% pa.

4 assessed at the end of each month based on thelynimimding updates provided to the Trustee byShheme

Actuary
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The Employer shall also pay to the Scheme any iadditemployer contributions required from time-
to-time on the advice of the Scheme Actuary in eespf augmentations or discretionary benefits, as
required from time to time under the Plan’s trusediand rules.

Expenses, Levies and Fees

The Employer’'s contributions include all expensesjes (including the Pension Protection Fund
levies) and fees in connection with the Plan.

Prepared by the Trustee of the Plan

Print name Neil Marchuk

on behalf of TRW Pensions Trust Limited
Position Chairman
Date 18 November 2014

Agreed by the Employer

Print name Peter R Rapin

on behalf of TRW Limited
Position Director
Date 18 November 2014
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APPENDIX

Statement from the Scheme Actuary regarding tleimtschedule of contributions
Name of Scheme: The TRW Pension Plan (‘the Plan’)

Adequacy of rates of contributions

| confirm that the Trustees of the Plan have pyilate the interim Schedule of Contributions toahhi
this certificate is appended.

| certify that, in my opinion, the agreed contribas are adequate for the Plan to be able to neet |
contracted-out liabilities and prescribed liabgigi with a higher priority and any increases in ¢hos
liabilities.

The certification of the adequacy of the rates afitdbutions for the purpose of securing that the
statutory funding objective can be expected to le¢ is1not a certification of their adequacy for the
purpose of securing the Plan’s liabilities by theghase of annuities, if the Plan were to be waymd

| also certify that the rates of contributions showv the interim schedule are not lower than | wdoul
have provided for had | had responsibility for @epg or revising the schedule.

Signature

Date 18 November 2014

Name R S Bowie

Qualification Fellow of the Institute and FacuttiyActuaries
Name of Employer Hymans Robertson LLP

Address 20 Waterloo Street, Glasgow, G2 6DB
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Statement of Investment Principles
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Introduction

This statement sets out the principles, which thestBe of the TRW Pension Plan will follow in
determining its investment policy for the purposéthe Plan. It has been prepared in accordantte wi
the requirements of Section 35 of tRensions Act 1995 as amendmad the Occupational Pension
Schemes (Investment) Regulations 2@8%mendedlhe statement is subject to periodic review by the

Trustee, at least every three years and as sogqmaaticable following any significant changes in
investment policy.

This revised statement was approved at a meetitigedfrustee Board held on 30 September 2016. The
Principal Employer has been consulted. The investnprinciples set out in this statement will be
reviewed periodically and revised as necessaryor Ry the preparation of this statement the Tmriste
has obtained and considered written advice fromapfminted Investment Adviser, Hymans Robertson
LLP, which is qualified to provide such advice.
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Fund Managers

The Trustee does not take day to day investmentsidas; the Board considers investment
management to be a specialist activity that is rappropriately undertaken by professional managers.
It has delegated responsibility for the selectiod amanagement of the Plan's assets to the following
professional investment managers:

Liability Driven Investment Manager

» Legal & General Investment Management - equityarptiollars, interest rate and inflation hedging
instruments and repurchase agreements.

Credit Investment Managers

* Legal & General Investment Management - synthe#dit and cash instruments.
* M&G Investment Management — asset backed secuatidsecured loans.

» Barings — global high yield credit.

Property Manager

* CBRE Global Investors — segregated UK propertyiadolect European property
Additional Voluntary Contribution (AVC) Managers

* Phoenix Life — Insured Additional Voluntary Cottions

Clerical Medical — Insured Additional Voluntary Qdbutions

Scottish Life — Insured Additional Voluntary Cottwitions

Standard Life — Insured Additional Voluntary Cohtriions

All the above organisations are regulated by eitreooth of the Financial Conduct Authority (FCA)
and the Prudential Regulation Authority (PRA). Thag all authorised under the Financial Services
and Markets Act 2000 (as amended) to undertakesiment business. The appointments are reviewed
periodically.

The appointed investment managers are respongiblthé day to day investment of their mandates
(including the treatment of income) and are resjdagor investing additional funds allocated tem

or for disinvesting assets as required. In additibrey are responsible for maintaining suitably
diversified portfolios.

The AVC managers are responsible for the investroémixternal AVC’s. These were the appointed
managers of legacy pension arrangements.
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Investment Adviser

The Trustee has appointed an Investment Advisematg Robertson LLP, to assist it in determining
and reviewing its ongoing investment policy. Thedstment Adviser provides routine advice on the
suitability of the Trustee’s investments relativats liabilities, and also assists the Trustegeinewing

the performance of its investment managers. Téis iseparate appointment to that of Hymans
Robertson LLP as actuaries to the Plan.

The Board has appointed an Investment Sub-Comm(i®€), which is chaired by the Trustee
Secretary. The ISC comprises representatives from:

* The Trustee Board

* The Investment Adviser

¢ The investment managers

e The Company

e The Company'’s investment advisers

The role of the ISC is to conduct in-depth researtinvestment strategies and to advise the Trustee
both its investment objectives and the strategieachieve them. In addition, the ISC may exercise
discretion over investment decisions that have loedggated to it by the Trustee.

The Trustee has appointed Legal & General AssuréPersions Management) to provide quantitative
analysis of the Plan’s assets and liabilities. @halysis is used by the ISC to monitor the perforrea

of the Trustee’s investment strategy, model theo¢fbf proposed investment strategies and highlight
risks.

Investment objectives

The Trustee's investment objectives are:

» To retain sufficient long-term, risk controlled @gure to investment markets to help restore over
time the Plan to a funding level of self-sufficignc

« To achieve a rate of return from the assets offlam that is in excess of the movement in the
Plan’s liabilities by a combination of exposure to:

Equity risk

Credit risk

Interest rate and inflation risk

Alternative asset classes (e.g. property) risk
llliquidity and other market risks

O O0OO0OO0Oo

» The acquisition of suitable assets of approprimpeidity which will generate income and capital
growth to meet the cost of the Plan’s benefitsea®st in the Plan’s Trust Deed and Rules.

* To reduce the level of investment risk over timeoider to lock in improvements in the Plan’s
funding position and to limit the risk of the assftiling to meet the liabilities over the longrter

The kind and balance of investments

The Trustee, acting on the advice of its ISC,riteebtment Adviser and the Plan’s actuaries havénput
place an investment structure whereby the Plaatsliies determine the type of assets held by the
Plan. This approach to investments is called ‘ligbiriven investment’ (LDI).

The central features of this strategy are as falow

* To control the interest rate and inflation riskéndnt in the Plan’s liabilities by the implementati

of swap contracts and repurchase agreements.
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* To retain, as required, an exposure to equity aadittmarkets through a combination of physical
assets and derivatives.

» The use of derivatives to create tailored strategpelimit the Plan’s exposure to potential falts i
equity markets whilst retaining sufficient exposume growth assets in order to achieve self
sufficiency funding over a reasonable timescale.

» The controlled use of derivatives to increase ie&yn the Plan’s physical assets by taking equity
and credit risk.

* On an ongoing basis, approximately 50% of the Blgfysical assets are designed to support the
LDI strategy, including:

Gilts

Index-linked Gilts
Repurchase agreements
Cash

(ol elNeolNe]

* The remainder of the Plan’s physical assets amrdmation of:

0 Property

0 Asset backed securities

0 Secured loans

0 Global high yield credit

In addition, the Trustee holds some cash in adiguifund to meet ongoing benefit and expenditure
payments from the Plan. This cash will be toppedfrom time to time, as required. The Trustee
considers the investments to be suitable to the'dP&iated objectives.

Risk

The Board recognises that the funding positionhaf Plan will be improved by a combination of
investment returns and support from the Companythérefore, continues to take investment risk, in
order to target long term outperformance relativid liabilities.

An outline of the Board’s attitude to risk is afidws:

» It considers interest and inflation risks to besgmificant it has introduced an LDI strategy tmili
its exposure in these areas. The investment mamnegjgonsible for implementing the LDI strategy
is Legal & General Investment Management.

» It has introduced equity collar strategies (lingtidownside and upside) to protect the Plan against
adverse equity movements, whilst maintaining exmo$n equity outperformance that is sufficient
to meet its stated objectives.

* The majority of LDI assets are selected by the tidestment manager, based on its view of the
credit risk and interest rate risk of the investiexiative to the London interbank offered rate
(LIBOR). The LDI investment manager is requirecetsure suitable liquidity of assets for funding
benefit payments and that there are sufficienttasbeth in terms of liquidity and eligibility, tact
as collateral for the Plan’s derivatives obligagon

* The LDI assets have been so structured to manageearparty risk to provide a level of protection
against failure of any derivative counterparty. fEhare three main components to this counterparty
risk protection:

o0 Counterparties are limited to financial instituioron Legal & General Investment
Management's approved panel.
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o All derivatives are marked to market, with collaigoosted on a daily basis.

o In order to manage the risk of any counterpartyceatration, the underlying assets are
structured to provide a measure of protection éngbent of counterparty failure.

0 The ISC regularly reviews the risks associated wikting collateral to counterparties with a
view to limiting exposures to counterparties whosslit quality may be deteriorating.

» In order to further control risk the Trustee hapdsed the following restrictions:

0 Stock Lending is only permitted in circumstance®rehthe loan is fully collateralised and the
collateral meets strict acceptability requirements.

0 Constraints are placed on the use of derivativdsiclhwmay not be used for speculative
purposes.

o Certain types of investment are not permitted. séhimclude commodities, works of art and
precious metals.

Expected Return on Investments

In the long term the LDI investment strategy is eoctpd to deliver a return which either matches or
exceeds the real rate of return assumed by thésRlatuaries in assessing the funding of the Plére
Trustee will monitor the returns of each fund mamagnd asset class against an appropriate
benchmark. The individual benchmarks will be comded using data provided by external index
providers and will be independently verified byegagnised pension fund performance measurement
company on behalf of the Trustee. The projectegstment returns are relative to the appropriate
index benchmark for each asset class. The projeetarns and index benchmarks are as follows:

Manager/Asset class Index Target return
over the index
(p.a.)
Legal & General Investment
Managemen
LDI asset LIBOR (3 month 0%

CBRE Investors
Propert Retail Prices Inde 5%

M&G Investment Management

Asset backed securit LIBOR (3 month 2.5%
Secured loar LIBOR (3 month 4%
Barings

Global high yield cred LIBOR (3 month 5%

The target returns are goals and the investmenagegia do not guarantee they will be achieved.
Mandates to the Investment Managers

The Board has explicit written mandates with itgestment managers. The managers are to invest the
assets in accordance with the asset allocatiorhipegad and the Board’s guidelines on risk control.

Investment Management Fees

The basis of fees agreed with Legal & General ltnaeat Management in respect of the majority of the
Plan assets is a flat fee adjusted in line withlKeRetail Prices Index plus a capped transactean f
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The fee structure of the property investment manegi® two parts; a base management fee and a fee
on the completion of each purchase or sale. Tlassfeucture was chosen in order to compensate the
manager appropriately in relation to the work utalern on behalf of the Trustee.

The basis of fees agreed with the other investmamagers is a percentage of the value of the fiortfo
controlled by the manager. This fee structure whassen in order to compensate the manager
appropriately in relation to the work undertakerbehalf of the Trustee.

The charging structures of the managers responfblexternal AVC’s are built into the historical
group policy terms for each arrangement, and dtected in the value of individual members’ AVC
accounts.

Realisation of Investments

Over 80% of the assets are directly or indirectlyested in securities traded on major recognised
investment exchanges. These investments can therbk realised quickly, if necessary, although
there would be a risk of capital loss. The Trustgelicy is that there should be sufficient investis

in liquid or readily realisable assets to meet c#eW requirements, both for benefit payments and
collateral calls, in the majority of foreseeablecomstances without realising the assets that cover
derivatives. The Trustee's advisers monitor castw flrequirements explicitly using liquidity
projections.

Statutory Funding Objective

In arriving at its investment principles accouns leeen taken by the Trustee of the liabilitieshef t
Plan in respect of pensioners and deferred pensidogether with the Plan’s funding position. This
has been done in relationship to the Plan’s Statlkanding Objective, which is that the Plan must
have ‘sufficient and appropriate’ assets to colterdxpected cost of providing members’ past service
benefits.

Details of the Plan’s Statutory Funding Objectivel ds policy for securing that the objective vk
met along with the Plan’s funding method and adiliassumptions will be contained in the Plan’s
Statement of Funding PrincipleShe Plan’s firsGtatement of Funding Principlesll be agreed as part
of its first triennial actuarial valuation on 31 kh 2015 and will be available from the Trustee
Secretary or via the Plan’s website/w.trwpensions.co.uk

Responsible Ownership

The Trustee considers corporate, environmentabanl responsibility issues as far as they impaet
performance of the assets of the Plan. The polafiise Trustee’s investment managers are in liie w
the Trustee’s policy. Documents detailing the pesoof all the investment managers appointed by the
Trustee in respect of corporate, environmental sowilal responsibility are available on the mandgers
websites.

The Plan no longer has any significant investméntsompany shares. In any event, the Trustee has
delegated the exercise of any voting rights toRlan’s investment managers on the basis that voting
rights should be exercised with the aim of presgnand enhancing long-term shareholder value. The
investment managers provide reports on any vogadhe Trustee on a quarterly basis.

Custodian

The segregated assets of the Plan are held byrtiste®'s appointed custodian, Bank of New York
Mellon, and are under the control of the Trustdee @ppointment is reviewed periodically.
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Report on Actuarial Liabilities
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Report on Actuarial Liabilities (forming part of th e
Trustee’s report)

Under Section 222 of the Pensions Act 2004, eveheme is subject to the Statutory Funding
Objective, which is to have sufficient and appraf#iassets to cover its technical provisions. The
technical provisions represent the present valu¢hefbenefits members are entitled to based on
pensionable service to the valuation date. Thissgessed using the assumptions agreed between the
Trustees and the Employer and set out in the Seateof Funding Principles, which is available to
Plan members on request.

The most recent full actuarial valuation of therPleas carried out as at 31 March 2015. This showed
that on that date:

The value of the Technical Provisions was: £1 2d8on
The value of the assets at that date was: £1,4006m

The method and significant actuarial assumptiorexi us determine the technical provisions are as
follows (all assumptions adopted are set out inAppendix to the Statement of Funding Principles).

Method

The actuarial method to be used in the calculaifadhe Technical Provisions is the Projected Unit
Method.

Significant Actuarial Assumptions

Discount rate before Dependent on term and assumed to be 1.2% p.a. dtowearket implied
retirement: gilt yield curve.

Discount rate after retirementDependent on term and assumed to be 1.2% p.a. #iowearket implied
gilt yield curve.

Price inflation (Retail Price Market expectation of future inflation dependentem as measured by
Inflation): the market implied gilt based inflation curve.

Price inflation (Consumer

0 A .
Price Inflation): 1.0% p.a. lower than the market implied RPI assiongt all terms.

Pension increases: Inflation linked increases are assumed to be mWith price inflation
adjusted to take account of any maximum or mininienease that may

apply.

Deferred revaluation: Inflation linked increases are assumed to be mWith the relevant price
inflation assumption capped at any maximum or minimncrease that
may apply.

Fixed increases are assumed to increase at thepajgpe fixed rate.

Mortality: Post-retirement mortality base tables: A suiteedpoke assumptions
which reflect the characteristics of the Plan mensiip. The “VitaCurves”
adopted will be based on pooled experience frompational pension
schemes as collated by Club Vita. They will makevednce for observed
variations in mortality according to age, gendeason for retirement
(illness or normal health), pension amount, sadeny postcode based
lifestyle group.

Pre-retirement mortality base tables: AMCO00 / ABCO

Future improvements in longevity will be assumetie¢dn line with the
CMI model, with a long term rate of improvementlob% for males and
1.25% for females.
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Introduction
This is a summary of the TRW Pension Plan’s fundingition. The Trustee has a statutory duty to
provide this statement to members and it is based formal actuarial valuation carried out as at 31
March 2015.

The statutory funding valuation of the TRW PensionPlan

31 March 205 31 March 201

Asset: £1,400 millior £3,485 millior
Amount needed to provide bene £1,239 millior £3,614 millior
Surplus/(Shortfal £162 millior (£130 million’
Funding leve 113% 96%

Recovery Plan

The formal actuarial valuation carried out as atvgdrch 2015 has confirmed the Plan has a surplus. A
Recovery Plan is therefore not required.

Change in the funding position since 31 March 2012

The TRW Pension Plan was established on 6 August 20d received a bulk transfer of assets and
liabilities from the TRW Pension Scheme on 10 Deoen2014.

The 31 March 2015 actuarial valuation is the fatgttutory valuation of the TRW Pension Plan. The
TRW Pension Scheme last had a formal actuariabtialn on 31 March 2012. Since this valuation the
funding level is estimated to have improved fron¥®® 113%, with a surplus of £162 million. The
main reason for the change over the period has the=i®cheme and Plan assets outperforming the
amount required to provide benefits and Companyriduions of £190.1 million.

The amount of assets and the amount required toderdenefits had reduced significantly since the 3
March 2012 valuation due to the majority of membeafrshe Scheme being provided with a range of
offers in order to provide them with choice on hthey receive their benefits from the Scheme. This
resulted in approximately 14,000 members being reecoutside of the Scheme. Subsequently, the
Trustee and Company decided to secure the bepéfitger 16,000 of the remaining pensioners outside
of the Scheme with Legal & General Assurance Spcte funding required for this was paid for by a
special contribution from the Company of £107.6 lioil, which is included in the Company
contribution value above. This special contributemrsured that the funding position for those memiber
transferred to the TRW Pension Plan had not beeersely affected by the above activities.

Payments to the Company

There has not been any payment to the Companyfd®iap funds in the previous twelve months, and
no such payments are anticipated. No such paymegmbssible unless a plan’s funding position is
sufficiently strong to secure all benefits with unsnce policies. As at 31 March 2015 the Plan had a
funding shortfall on this basis of approximatelypf8nillion.

Your questions answered:
How does the Scheme operate?

The TRW Pension Plan is a closed final salary menglan. With this type of plan, when required th
Company pays contributions in accordance with aagdRery Plan and its Schedule of Contributions.
These contributions are then invested in funds dnatexpected to provide income, and to increase in
value. The combination of contributions, investin@ecome and growth is then used to pay members’
pensions. The money to pay for members’ pensi®hsld in a common fund. It is not held in separat
individual funds for each member.
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How is the amount of funding that the Scheme needgorked out?

Every three years the Plan actuary carries outanéiial review of the Plan — this is called an adai
valuation. The actuary estimates the amount of eamber’s future pension payments and how long
each pension is likely to be paid. These futurargays are then added up and compared with the value
of the fund and its expected future investmentrnstuThe result indicates how much money is needed
to pay members’ benefits.

Using this information, along with the advice pmed by the Plan actuary, the Trustee comes to an
agreement with the Company on its future rate ofrioutions.

Why is the Company’s support important?

The Trustee’s objective is to have enough monethenPlan to pay pensions now and in the future.
However, success for the Plan relies on the Comiparontinuing support as more money may be
needed in the Plan if:

= Due to the funding level fluctuating there is ading shortfall.
" The target funding level did not turn out to be @gto

What would happen if the Company could not continugo support the Plan?

The current financial position assumes that the RI#l continue, with the Company’s support. Ireth
event that the Plan was to terminate (this is dallending up), the Plan actuary has estimated Hsaht
31 March 2015, the Plan would have needed £2,28®mto ensure that all members’ benefits could
be paid in full. This suggested a shortfall of ard£850 million compared with the amount of money
actually in the Plan at that date.

The reason this amount differs from the ongoinglfng valuation, is because if the Plan winds up it
assumed that the money will be used to buy a pél@y an insurance company that will then be used
to pay the pensions promised. Such insuranceigelize very expensive.

Would I still receive my pension if the Company didnot or could not support the Plan?

Whilst the Plan remains ongoing, benefits will doaé to be paid in full. If, however, the Company
could not support the Plan, and as a result the Wkre to be wound up, you might not get the full
amount of pension you have built up, even if trenR$ fully funded on an ongoing actuarial basis.

If the Plan were to start to wind up, the Compasyequired to pay enough into the Plan to enable
members’ benefits to be completely secured witlnaaorance company. It may be, however, that the
Company would not be able to pay this full amoumd became insolvent. If this happened Ression
Protection Fundmight be able to take over the Plan and pay cosgigmn to members.

What is the Pension Protection Fund?

The Pension Protection Fund (PPF) became operhtion@ April 2005. The purpose of the PPF is to
ensure that those who are members of plans sitoildre TRW Pension Plan receive pensions even if
their company goes out of business. The PPF ismended to replicate a member’s pension, but
ensures that if a Plan gets into difficulties merabaill receive the majority of their pension. Tlis
currently, around 90% of the pension earned fortmmambers who have not reached retirement age
and 100% for those over retirement age. The aetwm@unt a member receives will depend on when
they retire and how much benefit they have earhe@ddition, benefits will increase on a basis set
down by the PPF which may be less than those pedviy the Plan.

Further information and guidance is available om tRension Protection Fund's website at
www.pensionprotectionfund.org.uk. Alternativelywaan write to the Pension Protection Fund at
Renaissance, 12 Dingwall Road, Croydon, Surrey, ZIRA.
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Why does the funding plan not call for full solveng at all times?

The full solvency position assumes that benefitslvéi secured by buying insurance policies. Insure
are obliged to take a very cautious view of thefeitand will include a margin for profits in whaey
charge. The Plan’s funding plan assumes that thie ®ill continue to be run as a non-profit entihda
that the Company will continue in business and suppe Plan.

How are the Plan’s assets invested?

The Plan’s investment managers invest the Plasstawith the aim of managing key financial risks
and to ensure the Plan has sufficient funds to mtegtension liabilities as they fall due. TherPta
investment strategy is to target returns necedsapyovide long term self sufficiency of fundingithw
minimal risk. The Trustee’s policy as at 31 Magfl15 was structured around the following risks:

Equity risk: Exposing the Plan to potential returns from gloftack markets to help close the Plan’s
solvency funding deficit, but with protection agstimlramatic stock market falls and volatility. 3'is
achieved by derivative contracts.

Credit risk: Exposing the Plan to potential returns from sé@siissued by global corporate entities to
provide an extra return over the rate of intereailable from securities issued by the UK Governmen
(i.e. Gilts). This is achieved by physical holdingp corporate bonds, asset backed securities (e.qg.
mortgage backed securities) and by derivative ectdr

Inflation risk: Ensuring a large proportion of the Plan’s investtaavill increase and decrease in value
in line with inflation, in order to match the peosiliabilities due from the Plan. This is achieusd
holding physical Index Linked Government bonds, bydlerivative contracts.

Interest rate risk: Ensuring a large proportion of the Plan’s investtaeawill increase and decrease in
value in line with long term interest rates, in @rdo match the pension liabilities due from tharPI
This is achieved by holding physical Government emgborate bonds, and by derivative contracts.

Property risk: Exposing the Plan to potential returns from propenarkets to help close the Plan’s
solvency funding deficit. This is achieved by plhgsholdings in commercial property.

Important

If you are thinking of leaving the Plan for any$en, you should consult a professional advisoh sisc
an independent financial advisor (IFA), before makany action. For a list of IFAs local to you go t
www.unbiased.co.uk.

Further information

The following documents are available on the Plamébsite or upon request to Capita Employee
Benefits at the address shown on page 2: Trustg@rRand Accounts; Statement of Investment

Principles; Statement of Funding Principles; Scheedof Contributions; and Actuarial Valuation
Report (available upon request at a cost of £5).
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