
























15. INVESTMENT MANAGER FEES

BAA Pension Scheme 
Trustee's Report 

All of the investment managers are remunerated on an ad valorem basis, i.e. fees are calculated 
based on the market value of the assets under their management. There are however additional 
performance related fees in place for Brevan Howard and Winton. 

16. INVESTMENT POLICY

The Trustee makes all major decisions on the management of assets and liabilities based on 
investment advice. There is also an Investment Committee that has limited powers to make certain 
decisions as agreed and delegated by the Trustee. The Investment Committee also receives 
investment advice before taking decisions. 

The Trustee has clear investment objectives, which relate to improving the value of the assets 
compared to the liabilities. They also monitor the risk versus the liabilities, based on information 
supplied by their investment advisor. Performance is measured against the Trustee's liability related 
benchmark each quarter, as well as underlying manager performance being reviewed on a quarterly 
basis against their respective benchmarks. 

The Trustee's Statement of Investment Principles (SIP) sets out their policy on Responsible 
Ownership. The Trustee's policy is that its Investment Managers should take account of social, 
environmental and ethical considerations in the selection, retention and realisation of investments to 
the extent material to the value of the investments, and where to do so would not prejudice the best 
long-term financial interests of the Scheme, more generally. With regard to corporate governance, 
the Trustee wishes to encourage best practice in terms of activism. It therefore encourages its 
managers investing in equities to discharge their responsibilities in respect of investee companies in 
accordance with the Statement drawn up by the Institutional Shareholders' Committee. 

The global custodian, JP Morgan, is responsible for the safekeeping of the Scheme's directly held 
assets and performs the associated administrative duties. 

The Trustee communicates periodically with members on investment issues as part of their regular 
member updates. In particular, the SIP is reviewed periodically and is available to all members on 
request. 

Signed on behalf of BAA Pension Trust Company Limited: 

Director 

 
Director 

Date: ....... b/V(R . ..... .
The Compliance Statement on pages 38 to 39 forms part of this Trustee's Report. 
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BAA Pension Scheme 
Independent Auditor's Report 

Independent Auditor's Report to the Trustee of the BAA Pension Scheme 

We have audited the financial statements of the BM Pension Scheme for the year ended 30 
September 2016 which comprise the Fund Account, the Net Assets Statement and the related Notes 
set out on pages therein. 

The financial reporting framework that has been applied in their preparation is applicable law and 
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice). 

This report is made solely to the Trustee, as a body, in accordance with The Occupational Pension 
Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 
1996 made under the Pensions Act 1995. Our audit work has been undertaken so that we might 
state to the Trustee those matters we are required to state to them in an auditor's report and for no 
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to 
anyone other than the Scheme and the Trustee as a body, for our audit work, for this report, or for 
the opinions we have formed. 

Respective responsibilities of Trustees and auditors 

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

Scope of the audit of the financial statements 

An audit involves obtaining evidence about the amounts and disclosures in the financial statements 
sufficient to give reasonable assurance that the financial statements are free from material 
misstatement, whether caused by fraud or error. This includes an assessment of: whether the 
accounting policies are appropriate to the Scheme's circumstances and have been consistently 
applied and adequately disclosed; the reasonableness of significant accounting estimates made by 
the Trustee; and the overall presentation of the financial statements. 

In addition, we read all the financial and non-financial information in the annual report, (which 
comprises the Trustee's Report, the Investment Report, the Actuarial Certificate and the Compliance 
Statement) to identify material inconsistencies with the audited financial statements and to identify 
any information that is apparently materially incorrect based on, or materially inconsistent with, the 
knowledge acquired by us in the course of performing the audit. If we become aware of any apparent 
material misstatements or inconsistencies we consider the implications for our report. 

Opinion 

In our opinion the financial statements: 

■ show a true and fair view of the financial transactions of the Scheme for the year ended 30
September 2016, and of the amount and disposition at that date of its assets and liabilities,
other than liabilities to pay pensions and benefits after the end of the Scheme year;

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

■ contain the information specified in Regulations 3 and 3A of the Occupational Pension
Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor)
Regulations 1996, made under the Pensions Act 1995.

Crowe Clark Whitehill LLP 
Statutory Auditor 
London 

b CW� 1._011-
Page 12 





BAA Pension Scheme 
Statement of Net Assets (available for benefits) as at 30 September 2016 

Investment assets 
Bonds 
Pooled Investment vehicles 
Derivatives 
AVC Investments 
Other investment balances 

Investment liabilities 
Derivatives 
Other investment balances 

Total net investments 

Current assets 

Current liabilities 

Total net assets as at 30 September 

Note 

12 
13 
14 
15 
16 

14 
16 

20 

2 1  

2016 
£'000 

2,W,785 
1,487,894 
1,127,155 

1� 
124,� 

4,769,151 

(510,007) 

(213,002) 

4,055,072 

12,494 

(4010) 

4,063,556 

2015 
£'000 

1,734 ,084 
1,296,126 

609,890 
1,294 

125,926 
3,767 ,320 

(312,475) 
( 129,570) 

3,325,275 

15,092 

(2,848) 

3,337,519 

The financial statements summarise the transactions of the Scheme and deal with the net assets at 
the disposal of the Trustee. They do not take account of obligations to pay pensions and benefits 
which fall due after the end of the Scheme year. The actuarial position of the Scheme, which does 
take account of such obligations, is dealt with in the Report on Scheme Liabilities on page 5 to 6 of 
the Annual Report and these financial statements should be read in conjunction with this report. 

The financial statements were approved by the Directors of BM Pension Trust Company Ltd on 

Director Director 

The notes on pages 15 to 34 form part of these financial statements 
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BAA Pension Scheme 
Notes to the Financial Statements for the year ended 30 September 2016 

Independent auditor's statement about contributions, under regulation 4 of The Occupational 
Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the 
Auditor) Regulations 1996, to the Trustee of the BAA Pension Scheme 

We have examined the summary of contributions payable to the BM Pension Scheme for the year 
ended 30 September 2016 which is set out on page 36. 

This report is made solely to the Scheme's Trustee, as a body, in accordance with The Occupational 
Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) 
Regulations 1996 made under the Pensions Act 1995. Our work has been undertaken so that we 
might state to the Scheme's Trustee those matters we are required to state to them in an auditors' 
statement about contributions and for no other purpose. To the fullest extent permitted by law, we 
do not accept or assume responsibility to anyone other than the Scheme's Trustee as a body, for 
our work, for this report, or for the opinion we have formed. 

Respective responsibilities of Trustees and auditors 

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

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

Scope of work on Statement of Contributions 

Our examination involves obtaining evidence sufficient to give reasonable assurance that 
contributions reported in the attached summary of contributions have in all material respects been 
paid at least in accordance with the Schedule of Contributions. This includes an examination, on a 
test basis, of evidence relevant to the amounts of contributions payable to the Scheme and the timing 
of those payments under the Schedule of Contributions. 

Statement about contributions payable under the Schedule of contributions 

In our opinion contributions for the Scheme year ended 30 September 2016 as reported in the 
summary of contributions have in all material respects been paid at least in accordance with the 
Schedules of Contributions certified by the Actuary on 7 January 2015 (for the period 1 October 2015 
to 31 May 2016) and 30 June 2016 (for the period 1 June 2016 to September 2016). 

Crowe Clark Whitehill LLP 
Statutory Auditor 
London 

Date: b a.,pu1 )._O rt .
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BAA Pension Scheme 
Summary of Contributions 

Trustee's summary of contributions payable during the Scheme year ended 30 September 
2016 

Contributions payable to the Scheme in accordance with the Schedules of Contributions in respect
of the year ended 30 September 2016 were as follows:

Employer normal contributions 
Employer deficit funding contributions
Employer augmentations 
Member normal contributions 
Total contributions paid under the Schedule of Contributions

Member additional voluntary contributions 
Member additional contributions to purchase added years
Contributions disclosed in the financial statements

For and on behalf of the BAA Pension Trust Company Limited

Director Director

Date: ........ { I ff/-G::.� ...... . .

2016 
£'000 

37,440
26,000

1,016
5,345

69,801

26
130

69,957
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MERCER 

BAA Pension Scheme 

Actuarial Certificates 

CERTIFICATION OF SCHEDULE OF CONTRIBUTIONS 

Name of Scheme I BAA Pension Scheme 

Adequacy of rates of contributions 

1. I certify that, in my opinion, the rates of contributions shown in this schedule of contributions 
are such that the statutory funding objective could have been expected on 30 September 
2015 to be met by the end of the period specified In the recovery plan. 

Adherence to statement of funding principles 

2. I hereby certify that, In my opinion, this schedule of contributions is consistent with the 
Statement of Funding Principles dated 29 June 2016. 

The certification of the adequacy of the rates of contributions for the purpose of securing that the 
stabJtory funding objective can be expected to be met is not a certification of their adequacy for 
the purpose of securing the Scheme's liabilities by the purchase of annuities, If the Scheme were 
to be wound up. 

Signature 

Scheme Actuary I Chris Sheppard 

Quallflcatlon I Fellow of the Institute and Faculty of Actuaries 

Date ohlgnlng 

Name of employer 
Address 

Mercer Limited 
One Christchurch Way 
Woking 
Surrey 
GU21 6JG 

O NVESlORS 
Men:sl.knbd■�nl�bJlwA\a'da!Cotd.a:tAi.llhlnY 

frf PEOPLE Ri9glllnd h Englland Na. 9M275 RlgSCnd 0fflc« 1 tOdl AIC9WN1,, 
T__.Pllat,l.aftdarl;QABJ 

MARSH& McLENNAN 
COMPANIES 
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