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Introduction

Pensions Reform

We have carried out a valuation of the Advocates Pension Fund (the
Fund). The valuation date is 31 December 2017. The main purposes of
the actuarial valuation are to investigate the current financial position of
the Fund and to recommend a funding plan to the Fund for the future.

We have analyzed various design reforms, including parametric changes
to the existing benefits structure as well as structural reforms, and
estimated the impact on the current financial position of the Fund and on
the funding plan for the future.

Given the pressures on the long-term financial sustainability of the Fund,
the Trustees need to take decisive measures to reform the pension
scheme to improve sustainability and restore full funding of Technical
Provisions as per the requirements of the Law.

Securing the financial sustainability of pension schemes is a very complex
task. Although there are endless variations of reforms that can ensure the
long term viability of the scheme, the associated risks and the impact on
members can be quite different depending on the chosen reform action
plan. For example trebling the contributions or halving the benefits may
both ensure the viability of a pension system, however their impact is
substantially different in terms of both financial risks and impact to
members.

Reforms are best implemented early so that abrupt adjustments to design
parameters are avoided. Gradual adjustments have the advantage of
making reform more equitable as the burden of adjustment can be spread
across many generations of members who will also have more time to
adjust their work and savings decisions to the new parameter levels.

Reform options include:

= Parametric reforms that keep the system as it is but change system
parameters, such as contribution rates, retirement ages, vesting
periods, early retirement rules and retirement benefits;

It is widely clear that the parametric reforms to improve
sustainability for pension schemes can be addressed in 3 ways:

= Revenue measures (higher contributions/income), or
= Benefit measures (lower benefits), or

=  Working Longer (later retirement), or

= Combination of all the above.

= Structural Reforms such as transition to defined-contribution that
changes the structure of benefits;

If APF delays reforms, then the scale of adjustment to benefits needed in
the medium or long term will be more sudden and painful. Such sudden
changes make it very difficult for individuals to change their work,
retirement and savings decisions to reflect the new financial realities.

Implementation is key to the reform of pension schemes. Reform will only
be successful if the planned reforms are capable of being implemented in
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a timely and efficient manner with a smooth transitional period.
Criteria for Reform Choice

A set of criteria is required in order to evaluate alternative reform policies
and the future design of the APF benefits. For the purposes of this report
we have assumed:

= for the parametric changes, that the APF wishes to maintain the core
benefit design structure and adjust its parameters to achieve financial
sustainability in line with the funding parameters adopted.

= for the structural changes, that the APF wishes to transition to a
Defined Contribution plan, in line with market trends across all market
sectors (including the government), exploring various transition
periods for this shift.

Design Review Scenarios — Summary

The following table presents a summary of the main results for all examined scenarios (parametric
changes and structural reforms):

= Funding Level as at 31/12/2017 — ratio of assets versus liabilities.

= Total contributions — (hormal employee contributions) + (diknyopdonua) + (additional contributions
required in order to finance the past service deficit and the cost of future service accrual over a 15-
year period).

= Multiple of current contributions — the number of times that the level of contributions currently
being payable into the Fund (i.e. EUR 6,3m) need to be increased/decreased (e.g. X2 means that
the current contributions need to double; x0,5 means that the current contributions need to halve).

Fundin Total Multiple of
Scenario® Level O/g Contributions Current
? (in EUR millions) Contributions?

SQ — status quo 23,6% 29,7 x4,7
PC1 - removal of 60% loading (for all members) 36,1% 17,1 x2,7

_ 0 . . L
Erﬁj) removal of 60% loading (for actives/in-actives 33.5% 183 %2.9

— 0, I I
PC3 _removal of 60% !oadl_ng & QOubllng of 34.3% 177 %2.8
reduction factor (for actives/in-actives only)
PC4 - removal of 60% loading & changing the
accrual factor from 1/480 to 1/540 (for actives/in- 43,9% 11,9 x1,9
actives only)
PC5 — removal of 60% loading & changing the
accrual factor from 1/480 to 1/504 (for actives/in- 37,3% 15,1 x2,4
actives only)

! pCc=Parametric Scenario, SR=Structural Reform
21f >1 = increase in contributions, if <1 = decrease in contributions
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PC6 — 50% reduction in annual pension (for
actives/in-actives only)

PC7 — 50% reduction in annual pension & changing
the accrual factor from 1/480 to 1/504 & doubling of
reduction factor (for actives/in-actives only)

SR1 — removal of 60% loading & closure for all future
service (for actives/in-actives only)

SR2 — dissolution; assets distributed on a flat pro-
rata basis for all members

SR3 — dissolution; pensioners/dependents fully
covered & remaining assets distributed to actives/in-
actives on a flat pro-rata basis

SR4 — dissolution; pensioners/dependents fully

covered & remaining assets distributed to actives/in-
actives based on age-related priority criteria

SR5 - hybrid scheme over a 30-year transition
period

51,4%

57,2%

33,5%

23,6%

23,6%

23,6%

52,5%

8,9

6,3

11,8

n/a

n/a

n/a

1,9

x1,4

x1,0

x1,9

n/a

n/a

n/a

x0,3

Additional Comments:

= SR2 - reduction of 76,4% of Defined Benefit liability to all members

= SR3 - full coverage for pensioners/dependents, reduction of 88,4% to Defined Benefit liability of

actives/in-actives

= SR4 - full coverage for pensioners/dependents, reduction to Defined Benefit liability ranging from
80,0% to 97,5% depending on age (% increases as age decreases)

The range of scenarios analyzed is not exhaustive. Following discussions with APF, we can provide

analyses of additional scenarios or combinations of scenarios.

Proposed process for Implementation

It will be up to the Trustees to decide whether or not to accept any reform recommendations. But
whatever the decisions, there will need to be a process to develop the policy from a framework
proposal to an implementable blueprint. How this is approached could make a real difference to how

and when the reforms are implemented.

We propose a 7-stage process for the formulation and implementation of reforms, as outlined below.

_Stage 1: Stage 2: Stage 3: Srage 4:
- . ‘.‘. L]
Choice of Quantification Reform Decid
i f chosen scorecard / eciae
parametric 0 . A Transitional
reforms: parametric Agreeing Period

reforms the deal

Stage 5:

Legal

Stage 6:

Communication

Stage
7:

Actual
Implementation
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Peer review of Design Review Report

Cronje & Yiannas Actuaries and Consultants Ltd has been engaged by the Advocates Pension Fund
to undertake an independent peer review of the design review report prepared by AON. The main
Peer Reviewer's findings along with Aon's comments are set out in Appendix 5.
Sighed on behalf of =
Aon i
| ;
y e

Philippos Mannaris, FCAA, AIA Stelios Petrou, AIA

Partner Consultant & Actuary

philippos.mannaris@aon.com stelios.petrou@aon.com
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Scope of this review

Benefit structure

Disclaimer

Given the pressures on the long-term financial sustainability of the Fund,
the Administrative Committee of the Advocates Pension Fund ("APF")
needs to take decisive measures to reform the pension scheme to
improve its financial sustainability.

This report sets out the results of our actuarial valuation of the Advocates
Pension Fund (the Fund) as at 31 December 2017 and our analysis of
various design reforms that can be examined, including parametric
changes to the existing benefits structure as well as structural reforms.

The list of reform scenarios examined is not exhaustive, and we are at the
APF's disposal to conduct additional analyses as required.

The actuarial valuation is based on the benefits as defined in the Fund’s
legal documents at the valuation date.

A summary of these benefits is set out in Appendix 1.

This report (including any enclosures or attachments) is prepared upon
instructions from the Administrative Committee of the APF in relation to
the provision of actuarial consulting services. It has been prepared at the
date, for the purpose and on the basis set out in the report and for the
sole exclusive benefit and use of the APF. As such, it should not be used
or relied upon by any other person for any other purpose including,
without limitation, other professional advisers to the APF and all third
parties are hereby notified the report shall not be used as a substitute for
any enquiries, procedures or advice which ought to be undertaken or
sought by them. We do not accept responsibility for any consequences
arising from any third party seeking to rely on this report.

We neither warrant nor represent (either expressly or by implication) to
any third party who receives this report that the information in the report is
fair, accurate or complete, whether at the date of its preparation or at any
other time.

Unless we provide express prior written consent, no part of this report
should be reproduced, distributed or communicated to any other person
other than to meet any statutory requirements and, in providing this
report, we do not accept or assume any responsibility for any other
purpose or to anyone other than the APF. This report was based on data
available to us as at the effective date of the report and takes no account
of developments after that date except where explicitly stated otherwise.

With respect to data on which we have relied in producing our report,
whilst we have taken certain limited steps to satisfy ourselves that the
data provided to us is of a quality sufficient for the purposes of our
investigation, including carrying out certain basic tests for the purpose of
detecting manifest inconsistencies, it is not possible for us to confirm the
accuracy or completeness of the detailed information provided.
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Provisions of Law
208(1)/2012

The law on the activities and supervision of institutions for occupational

retirement provision, Law 208(1)/2012 was issued on 28 December 2012
for the purpose of harmonizing national legislation with the EU Directive
2003/41/EC as amended by Article 4 of Directive 2010/78/EU.

We set below extracts from the legislation for ease of reference. Amongst
others, the Law defines the following in Article 2(1):

“Fund for Occupational Retirement Provisions”, or “Fund”,
means a Fund, irrespective of its legal form, operating on a funded
basis, established in the Republic separately from any sponsoring
undertaking or trade union for the purpose of providing retirement
benefits in the context of an occupational activity, on the basis of
legislation either an agreement or a contract agreed:

a) individually or collectively between the employer(s) and
the employee(s) or their respective representatives, or

b) with self-employed persons, in compliance with the
legislation applicable in the Republic,

and which carries out activities directly arising therefrom;

“Pension scheme” means a scheme in place pursuant to legislation,
contract, an agreement, a trust deed or rules stipulating which
retirement benefits are granted and under which conditions;

“sponsoring undertaking” means any undertaking or other body,
regardless of whether it includes or consists of one or more legal or
natural persons, which acts as an employer or in a self-employed
capacity or any combination thereof and which pays contributions into
a Fund.

The definition of the "sponsoring undertaking” in IORPII has been
enhanced as follows:

"sponsoring undertaking” means any undertaking or other body,
regardless of whether it includes or consists of one or more legal or
natural persons, which acts as an employer or in a self-employed
capacity or any combination thereof and which offers a pension
scheme or pays contributions to an IORP;

It is worth highlighting that the provisions of IORPII must be
incorporated into local legislation by early January 2019 the latest.

According to Article 3(1), the Law applies to all Funds, with the exception

of:

the institutions that apply social security schemes;

the institutions which fall within the scope of application of any of the
following laws:

— the Law on Insurance Services and other Related Issues,

— of the Open-end Collective Investment in Transferable
Securities (UCITS) and related matters Law,

— of the Investment Services and Activities and Regulated
Markets Law,

— of the Banking Law, and
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Application of Law
208(1)/2012 in the case
of the Advocates
Pension Fund

Law 208(1)/2012

Principles of Funding,
Technical Provisions,
Recovery Plan

— the Cooperative Societies Law;
= Pension schemes or Funds which operate on a pay-as-you-go basis;

= Funds, the memorandum of association of which provides that the
employees of the sponsoring undertakings have no legal rights to
benefits and where the sponsoring undertaking can redeem the
assets at any time and not necessarily meet its obligations for
payment of retirement benefits;

= Companies using book-reserve schemes with a view to paying out
retirement benefits to their employees.

From our understanding of the operation and set up of the APF, the
following remarks can be made:

= None of the exceptions mentioned in Article 3(1) of the Law apply.

=  The APF falls within the definitions mentioned in Article 2(1) of the
Law.

Article (33) of the Law states the following, amongst others, in relation to
the concept of Technical Provisions:

= "All Funds establish at all times in respect of the total range of their
pension schemes an adequate amount of liabilities corresponding to
the financial commitments which arise out of their portfolio of existing
pension contracts, in accordance with the rules of operation of each
scheme.”

= "The calculation of said technical provisions shall take place every
year, with valuation date the closure of the financial year. Provided
that a calculation is allowed once every three years if the Fund
provides members and the Registrar with a certification or a report
with valuation date the closure of the financial year. The certification
or the report shall reflect the adjusted development of the technical
provisions and changes in risks covered."

= The calculation of the technical provisions shall be executed and
certified by an actuary or, if not by an actuary, by an auditor or
another specialist in this field, who shall be approved as qualified by
the Registrar, but at all times on the basis of actuarial methods
recognised within the Republic [...]"

Article (34) of the Law states the following, amongst others, in relation to
the concept of the Recovery Plan:

= "The Fund must have at all times sufficient and appropriate assets to
cover the technical provisions in respect of the total range of pension
schemes operated."

= Inthe event that the Registrar finds that a Fund has insufficient
assets, he/she may, under the provisions of this section, require the
Fund to adopt a recovery plan in order to ensure that the above
requirements are met within a reasonable timeframe."

More details are set out in the Sections that follow. The above provisions
of the Law have been taken into consideration in the actuarial valuation
calculations.
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Law 208(1)/2012

Vesting Restrictions

Law 208(1)/2012

Regulatory own funds

Social Insurance
Scheme Law

Reduction of benefits
and contributions for

Article 29(3) of the Law states the following:

= "Reduction of accumulated entitlements from the Fund is not
permitted, except in the case of voluntary termination of the member’s
employment prior to the completion of four (4) years of continuous
employment at the sponsoring undertaking. Provided that, with regard
to a Provident fund, reduction of the accumulated entitlements that
arise from the personal contributions of the member is prohibited.”

According to the Rules of the APF, a member is not entitled to any benefit
from the Fund in case of termination of employment (due to any reason)
before the completion of 25 years of pensionable/contributory service.

In our opinion, this is non-compliant with the provisions of Law
208(1)/2012.

Based on our understanding of the legislation, in case of termination of
employment with pensionable/contributory service between 0 to 25 years,
the member is entitled to the accrued benefit based on completed
pensionable/contributory service.

We have thus taken this into consideration in the actuarial valuation
calculations conducted.

Amongst others, the Law defines the following in Article 2(1):

= "biometrical risks means risks linked to death, disability and/or
longevity;"

Furthermore, Article 35 of the Law states the following:

= "Funds operating pension schemes, where the Fund itself, and not
the sponsoring undertaking, underwrites the liability to cover against
biometric risk, or guarantees a given investment performance or a
given level of benefits, shall hold on a permanent basis additional
assets above the technical provisions to serve as a buffer."”

= "The amount of the additional assets shall reflect the type of risk and
asset base in respect of the total range of schemes operated."

= "The assets shall be free of all foreseeable liabilities and serve as a
safety capital to absorb discrepancies between the anticipated and
the actual expenses and profits.”

=  "The minimum amount of additional assets or additional fixed assets
shall be calculated in accordance with the provisions laid down for
this purpose in the Insurance Services and other Related Issues Law,
as it may be amended or replaced from time to time."

Based on the above comments, the APF may need to hold additional
assets above the technical provisions to serve as a buffet for the
biometrical risks.

For the purposes of the current exercise, we have not taken into
consideration any regulatory own funds in the actuarial valuation
calculations.

Articles 93(1) and 93(2) of the Social Insurance Scheme Law 59(1)/2010
state the following:

= "To moo6 omoiacORTTOTE TTEPIOBIKNGS TANPWUNAC, TToU KataBdAAeral o€
HITOWTO N ava@opIkd ue IgOwTo, arrd OTToI0ONTTOTE ETTAYYEAUATIKG

10
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Occupational Pension ox€010 ouvraéewyv, yia TepIOdoUS amaoxoAnong amo 1i¢ 6 OkTwBpiou
Funds 1980 kai peTéTTEITQ, UEIWVETAI KATA TO TTOOO THS QVTIOTOIXNS

ouuUTTANPWUATIKNG TTAPOXNS TTOU KaTtaBdAAsTal oTo ioOwTo fi
ava@opikd ue autév duvauel Tou mapdévro¢ Nopou, ue Baon 1ic
aopaAioTéeC aTOOOXEG, VIA TIC OTTOIEC KATaBANBNKav EI0QOPES
avaQopIiKa ue 1o ITBwTO yIa TIS £V AOyw TTEPIGOOUC."

We understand that the Administrative Committee of the APF, together
with their external legal advisors, have investigated whether the Fund
needs to apply this Article of the Social Insurance Scheme Law or
whether the Fund is exempted with a negative result. As such, for the

purposes of this report, we have assumed that the Fund cannot apply
these Articles.

11
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Principles of Funding

Pensions vocabulary

Law 208(l) 2012 introduced some pensions terms, including the concept
of technical provisions.

Here is a summary of the main terms now in use, further details are set
out in the Glossary:

The target level of assets that the Trustees following

Technical Provisions consultation with the Employer decide is appropriate to meet

promised benefits.

Funding Objective

To hold sufficient and appropriate assets to meet the
Technical Provisions.

Funding Principles A set of principle for meeting the Funding Objective.

Recovery Plan

A document summarising a plan of action for correcting a
shortfall over an agreed period.

Schedule of Contributions

A schedule setting out what contributions are payable, and
when.

Principles of Funding

Principle 1:

Principle 2:

Principle 3:

The Trustees and Company are required to agree on three principles:

What technical provisions to target?

To calculate the technical provisions:

= For each year into the future, the benefits paid out by the Scheme are
estimated. This is generally considered in real terms for the majority
of cashflows, which are linked to inflation (if applicable).

= A target level of assets is agreed on, that is appropriate to meet the
expected benefit payments. The conventional approach here is to
‘discount back' the expected benefit payments to the valuation date,
using an agreed rate of interest known as the discount rate.

These 2 steps require a chosen method and assumptions (e.g. how long
members live) in order to arrive at a value for the technical provisions.

What contributions to pay for future benefits?

There are several funding methods recognised by the actuarial
profession. These result in different calculations of the cost of new final
salary benefits.

How to address any shortfall?
A decision must be taken on how any shortfall is addressed.

12
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Purpose of funding

Setting the funding
objective

Legal Requirements

The agreed funding
target / technical
provisions

The primary purpose of funding is to provide members with more security
for their pensions than if they relied on their employer to pay them directly.

Several factors should be taken into account to set the funding objective:
m The purpose of funding the Fund.

m  An acceptable level of risk.

m The requirements of the Fund’s Trust Deed and Rules.

As per the requirements of Law 208(l) 2012:

= The calculation of the technical provisions shall be executed and
certified by an actuary or, if not by an actuary, by another specialist in
this field, including an auditor, according to national legislation, on the
basis of actuarial methods recognised by the competent authorities of
the home Member State, according to the following principles:

= (a) the minimum amount of the technical provisions shall be
calculated by a sufficiently prudent actuarial valuation, taking account
of all commitments for benefits and for contributions in accordance
with the pension arrangements of the institution. It must be sufficient
both for pensions and benefits already in payment to beneficiaries to
continue to be paid, and to reflect the commitments which arise out of
members' accrued pension rights. The economic and actuarial
assumptions chosen for the valuation of the liabilities shall also be
chosen prudently taking account, if applicable, of an appropriate
margin for adverse deviation;

= (b) the maximum rates of interest used shall be chosen prudently and
determined in accordance with any relevant rules of the home
Member State. These prudent rates of interest shall be determined by
taking into account:

— the yield on the corresponding assets held by the institution and
the future investment returns and/or

— the market yields of high-quality or government bonds;

Pension fund liabilities are a series of future cash payments. Other than
immediate and deferred annuities provided by an insurance company, the
assets that would provide the closest match to these cash flows are
bonds of governments from the same area as the liability payments.
Hence a funding target could be equal to the present value of the
expected payments discounted at the market yields on government bonds
of appropriate term. The expected payments for active members would
relate to pensionable service up to the valuation date and would include
an allowance for expected future increases to the Pensionable Salary (if
relevant).

The funding target could be calculated using the approach described
above. However, it is common for funded occupational pension funds to
hold assets less than the full amount of the liabilities valued in this way.
Instead, the Company will set a funding target at a lower level.

The Trustees of the Scheme may decide to set the discount rate by
reference to the single "spot" yield on the AAA-rated euro area
central government bonds yield curve at the duration of the
liabilities (i.e. 21 years), plus a margin of 100bps to allow for future

13
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Speed of reaching
funding target

Stability of
contribution rate

Membership data

Introduction

expected returns of the current investment strategy.
As such, the discount rate is set at 2,20% pa.

The methodology of setting the discount rate is described in detail in
Appendix 2.

The funding target is therefore calculated as the present value of the
expected payments (as described above) discounted at the rate derived
above. It should be noted that neither investing in assets with a higher
expected return nor lowering the funding target reduces the cost of
providing the promised benefits. Such assets bear a higher risk of under-
performance which balances the higher expected returns. Other things
being equal, if the funding target is lower, the Company will pay:

= Lower contributions in the short term; but
= Higher contributions (than would otherwise be payable) thereafter.

An adjustment to the contribution rate will be needed to eliminate a
funding surplus or a funding deficit over an agreed period of time. The
overall contribution rate may allow for the amortisation of any past service
surplus or deficit over the future working lifetime of the current active
members.

The Trustees can follow a faster method of recognizing the surplus or
deficit if this is required.

The contribution rate will remain stable before and after eliminating a
funding surplus or a funding deficit if the funding objective remains
unchanged and all assumptions made are borne out in practice. If the
funding objective changes, then contribution rates are likely to change.

The Advocates Pension Fund has supplied us with details of the Fund
membership at the valuation date. We have carried out general checks on
the quality of the data, and checked it against the data used at the
previous valuation.

Please notify us if you have any reason to believe that the data we have
used is incomplete or inaccurate.

14
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Summary of
membership data

The table below presents a summary of the scheme membership data as
at 31/12/2017.

All amounts in EURO.

Data item 31/12/2017
Number of active members 3.479
- Average Age (years) 39,9

- Average Pensionable Service (years) 12,3
Number of inactive members 2.149
- Average Age (years) 39,2

- Average Pensionable Service (years) 53
Number of pensioners 193

- Average monthly pension € 1.008
- Average Age (years) 72,2
Number of dependents/beneficiaries 91

- Average annual pension €430
- Average Age (years) 63,8

Fund Assets and Financial Development

Market Values

Cashflows during the
year

Note

The table below presents the market value of plan assets as provided to
us by the Fund, as at 31 December 2017.

All amounts in €:
Year ending 31/12/2017
Market value of Assets 66.950.713

As provided by the Fund, the following cash flows have occurred during
the period 01/01/17 — 31/12/17.

All amounts in EURO.

Cash flow 01/01/17 - 31/12/17
Contributions 6.322.906
Pension and Lump Sum benefits 3.798.559

We note that the assets used in this report are not based on audited
accounts. We note that if the actual amounts differ from those set out in
this report, the results of the valuation would change.

Valuation Method & Assumptions

Introduction

The benefit structure of the Plan, its membership and its assets at the
valuation date are all known facts. However, the Plan’s future finances
also depend on uncertain factors such as future investment returns,
pay/pension increases, rates of mortality and employee turnover.

Therefore, we need to make long-term assumptions, covering the period
until all the present members have retired and all benefits arising from
their membership have been paid.

15
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Key financial
assumptions

Key demographic
assumptions

Valuation Method

The valuation results are sensitive to the choice of financial assumptions.
The table below shows the key financial assumptions adopted for the
current actuarial valuation.

Assumption 31/12/2017
Discount rate 2,20%
Pension increases 0,00%

Appendix 2 discusses assumption selection in more detail.

The table below shows the key demographic assumptions adopted for the
current actuarial valuation.

Assumption 31/12/2017
Mortality BVG2015
Normal Retirement Age Service-related
Other pre-retirement exits None

Appendix 2 discusses assumption selection in more detail.

Different methods affect the pace of funding, but every method should
end up with sufficient assets to meet the liabilities as they fall due
(provided the assumptions prove to be right and recommended
contributions are paid).

For schemes open to new entrants, the Projected Unit method can be
used. This is one of the common methods used by actuaries to calculate
a recommended contribution rate to the Fund. The method calculates the
present value of the benefits expected to accrue to members over a
period (often one year) following the valuation date. The present value is
usually expressed as a % of the members’ pensionable pay. It allows for
projected future increases to pay through to retirement or date of leaving
service (if applicable). Provided that the distribution of members remains
stable, with new members joining to take the place of older leavers, the
contribution rate calculated can be expected to remain stable, if all the
other assumptions are borne out. If there are no new members, however,
the average age will increase and the cost of benefits accruing will rise.

The method used for this valuation is the Projected Unit method.

16
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Actuarial Valuation Results at 31/12/2017

Past service position

Sensitivity Results

The funding objective is to hold assets equal to the funding target.
Therefore, we compare the market value of assets with the value of past-
service ongoing liabilities. The table below summarizes the past-service
results.

Technical Provisions (EUR) 31/12/2017

Actives (208.296.592)
In-actives (37.181.960)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)

Total Funding Target / Technical Provisions (284.028.587)
Market Value of Assets 66.950.713

Funding Surplus / (Deficit) (217.077.874)
Funding Level 23,6%

The following table shows the level of Technical Provisions if no benefit is
granted to individuals with less than 25 years of pensionable/contributory
service (i.e. in line with the current Rules of the APF).

Technical Provisions (EUR) 31/12/2017

Actives (202.165.344)
In-actives (12.256.276)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)

Total Funding Target / Technical Provisions (252.971.655)
Market Value of Assets 66.950.713

Funding Surplus / (Deficit) (186.020.942)
Funding Level 26,5%

Compared to the base scenario, the Technical Provisions are reduced by
approximately EUR 31 million.

We have performed sensitivity analysis on the valuation assumptions, and
the results are as follows:

Technical Provisions — Discount Rate AR YR +1’0.% AAA yield +2,0%
(central scenario)
Actives (208.296.592) (168.309.184)
In-actives (37.181.960) (28.093.990)
Pensioners (31.671.682) (28.933.292)
Dependents / Beneficiaries (6.878.353) (6.136.401)
Total Funding Target / Technical Provisions (284.028.587) (231.472.867)
Market Value of Assets 66.950.713 66.950.713
Funding Surplus / (Deficit) (217.077.874) (164.522.154)
Funding Level 23,6% 28,9%

17



AON

Empower Results®

Recovery Plan

Definition

Introduction

Steps to be taken to
ensure that the
funding objective is
met

Period in which the
funding objective
should be met

Recovery plan options

Where a valuation shows a funding shortfall against the technical
provisions, trustees must prepare a recovery plan setting out how they
plan to meet the funding objective.

A recovery plan must be prepared by the trustees to satisfy the
requirements of Article 34 of Law 208(l) 2012, after obtaining the advice
of the Scheme Actuary.

The recovery plan follows the actuarial valuation of the scheme as at 31
December 2017 which has revealed a funding shortfall (technical
provisions minus value of assets) of €217.077.874.

To eliminate the funding shortfall, the trustees need to agree the level and
type of contributions that will be paid into the Scheme.

The trustees also need to agree the period over which the funding
objective should be met.

Under the agreed recovery plan, if the assumptions made are borne out in
practice and future scheme experience is as expected, then the funding
shortfall must eliminated within the chosen period.

Trustees should recognize that a longer recovery plan period may be
appropriate where technical provisions reflect a particularly low risk
approach. Conversely, the impact on scheme risk of adopting weaker
technical provisions may result in the need for a proportionately shorter
recovery plan period.

Recovery periods can be extended especially if additional security
provided (see Alternative Financing section below).

On the basis of our long-term assumptions there was, at the valuation
date, a funding deficit of €217.077.874.

In some situations, it may be appropriate to assume a higher investment
return for the recovery plan than the discount rate used to calculate
technical provisions. The extent to which this is appropriate will depend on
the level of risk associated with the assumptions used in the technical
provisions calculation and investment strategy applying.

It is common for pension schemes (similar to that of APF) to consider the
best estimate asset returns for the purposes of drafting the recovery plan.
As described in detail in Appendix 2, at 31 December 2017, it has been
calculated that, over the next 10 years, the long-term investment strategy
of the Scheme’s assets has an expected return of 2,90% pa. We have
thus calculated the level of contributions required to finance the shortfall,
assuming a return on assets of 2,90% pa.

New entrants have been allowed in the recovery plan calculations (i.e.
membership population has been projected to remain stable).

Furthermore, we have considered future expected expenses. An annual
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increase rate of 2,0% has been applied (i.e. in line with future inflation
expectations). We have not applied any increases to the expected future
normal employee contributions. We have assumed that diknyopéonua will
increase annually in line with inflation (i.e. 2,0% p.a.).

The duration of the Scheme's liabilities has been calculated to be 21
years.

We present below some possible options regarding the additional
contributions required in order to finance the past service deficit and the
cost of future service accrual (i.e. contributions over and above the normal
employee contributions + diknyopéonua which are required to finance the
deficit and to cover benefits being earned in the future).

Recovery period | Recovery period | Recovery period

=20years

=10years

=15years

Asset return =
€31,9Mp.a. €234Mp.a. €19,3Mp.a.
2,90%
Justifying @ __ High =eewe- Affordability ----- Low --9
where you sit )
depends on ®-- None aea-- Security  eceaa- Some --p

If a recovery period of 15 years is chosen, then an additional contribution
of EUR 23,4 million will need to be paid on an annual basis for the next
15 years, in order to finance fully the past service deficit and cover the
future service accrual, including new joiners.

As per the information provided for FY2017, the total annual contributions
paid into the Scheme were approximately EUR 6,3 million (i.e. employee
contributions + diknyopoéonua). The detailed financing plan projections
are presented in the table below:

Expected Expected
Technical Benefit Employee Additional Fundin
VeEl =ndl Provisions | Payments + Contrigut?/ons + | Contributions e Levelg
Expenses Aiknyopéonua
2017 284.028.587 - - - 66.950.713 24%
2018 292.982.517 | 10.730.406 6.698.572 23.356.587 88.568.618 30%
2019 306.105.180 6.998.825 6.799.059 23.356.587 114.702.144 37%
2020 319.051.236 7.603.525 6.901.555 23.356.587 141.085.605 44%
2021 332.036.322 7.999.801 7.006.102 23.356.587 167.939.785 51%
2022 345.065.535 8.384.523 7.112.739 23.356.587 195.292.204 57%
2023 358.587.765 8.398.872 7.221.509 23.356.587 223.535.213 62%
2024 371.907.518 9.066.735 7.332.454 23.356.587 252.033.954 68%
2025 385.284.021 9.475.124 7.445.619 23.356.587 281.061.336 73%
2026 398.843.750 9.769.209 7.561.046 23.356.587 310.750.969 78%
2027 412.562.483 | 10.097.670 7.678.782 23.356.587 341.089.561 83%
2028 426.524.452 | 10.363.515 7.798.873 23.356.587 372.161.874 87%
2029 440.909.406 | 10.476.008 7.921.366 23.356.587 404.147.217 92%
2030 455.570.020 | 10.738.876 8.046.308 23.356.587 436.922.047 96%
2031 470.535.875 | 10.978.043 8.173.750 23.356.587 470.535.875 100%
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The section that follows includes an analysis of various design reforms
that can be examined, including parametric changes to the existing
benefits structure as well as structural reforms.

Introduction

The impact of each examined amendment is quantified and compared

Status Quo (SQ)

against the current status (i.e. status quo position)

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (208.296.592)
In-actives (37.181.960)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (284.028.587)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (217.077.874)
Funding Level 23,6%
Recovery Plan
Expected Expected
Technical Benefit Employee Additional Funding
Vel = Provisions | Payments + | Contributions + | Contributions RETEE Level
Expenses Aiknyopéonua
2017 284.028.587 - - - 66.950.713 24%
2018 292.982.517 10.730.406 6.698.572 23.356.587 88.568.618 30%
2019 306.105.180 6.998.825 6.799.059 23.356.587 114.702.144 37%
2020 319.051.236 7.603.525 6.901.555 23.356.587 141.085.605 44%
2021 332.036.322 7.999.801 7.006.102 23.356.587 167.939.785 51%
2022 345.065.535 8.384.523 7.112.739 23.356.587 195.292.204 57%
2023 358.587.765 8.398.872 7.221.509 23.356.587 223.535.213 62%
2024 371.907.518 9.066.735 7.332.454 23.356.587 252.033.954 68%
2025 385.284.021 9.475.124 7.445.619 23.356.587 281.061.336 73%
2026 398.843.750 9.769.209 7.561.046 23.356.587 310.750.969 78%
2027 412.562.483 10.097.670 7.678.782 23.356.587 341.089.561 83%
2028 426.524.452 10.363.515 7.798.873 23.356.587 372.161.874 87%
2029 440.909.406 10.476.008 7.921.366 23.356.587 404.147.217 92%
2030 455.570.020 10.738.876 8.046.308 23.356.587 436.922.047 96%
2031 470.535.875 10.978.043 8.173.750 23.356.587 470.535.875 100%
Comments:

* Funding Level as at 31/12/2017: 23,6%
= Additional Deficit Contributions over the next 15 years: EUR 23,4m

= Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the SQ scenario, Total Contributions of 4,7 times the 2017
contributions are required to restore funding at 100% over the next 15 years.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
3). In case the Defined Benefit design is maintained, we recommend the introduction of a
mechanism that would monitor the funding plan and trigger the necessary design reforms to
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restore funding to required levels, if necessary.

Parametric Change 1 (PC1) — Immediate removal of 60% loading on annual pension for BOTH
current and future beneficiaries

Introduction

As per the APF Rules, the Trustees may offer (on a discretionary basis) a 60% loading on the annual
pension, in case the financial position of the Fund allows such benefit enhancement; i.e. annual
pension is increased from EUR 9.350 to EUR 14.960. Currently, the Fund pays this additional benefit
and has thus been taken into consideration in the actuarial calculations of the SQ scenario.

The PC1 scenario removes the 60% loading on annual pension for both the current and future
beneficiaries (current beneficiaries: pensioners/dependents, future beneficiaries: actives/in-actives).

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (136.904.160)
In-actives (24.679.674)
Pensioners (19.794.802)
Dependents / Beneficiaries (4.298.971)
Total Funding Target / Technical Provisions (185.677.607)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (118.726.894)
Funding Level 36,1%
Recovery Plan
Expected Expected
Technical Benefit Employee Additional Funding
Vel =l Provisions | Payments + | Contributions + | Contributions RS Level
Expenses Aiknyopéonua
2017 185.677.607 - - - 66.950.713 36%
2018 190.040.735 8.581.377 6.698.572 10.814.376 78.025.810 41%
2019 198.546.092 4.724.920 6.799.059 10.814.376 93.437.462 47%
2020 206.886.629 5.168.588 6.901.555 10.814.376 108.951.466 53%
2021 215.267.600 5.411.884 7.006.102 10.814.376 124.776.156 58%
2022 223.689.827 5.650.446 7.112.739 10.814.376 140.927.494 63%
2023 232.519.376 5.576.298 7.221.509 10.814.376 157.734.362 68%
2024 241.131.958 6.097.267 7.332.454 10.814.376 174.614.322 72%
2025 249.785.680 6.360.366 7.445.619 10.814.376 191.833.360 7%
2026 258.585.329 6.526.848 7.561.046 10.814.376 209.501.647 81%
2027 267.497.644 6.733.810 7.678.782 10.814.376 227.593.522 85%
2028 276.586.708 6.891.064 7.798.873 10.814.376 246.174.119 89%
2029 285.993.764 6.925.149 7.921.366 10.814.376 265.385.021 93%
2030 295.573.052 7.106.642 8.046.308 10.814.376 285.097.499 96%
2031 305.351.000 7.266.123 8.173.750 10.814.376 305.351.000 100%
Comments:

Funding Level as at 31/12/2017: 36,1% (SQ scenario: 23,6%)

= Additional Deficit Contributions over the next 15 years: EUR 10,8m (SQ scenario: EUR 23,4m)

= Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the PC1 scenario, Total Contributions of 2,7 times the 2017
contributions are required to restore funding at 100% over the next 15 years.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
3). In case the Defined Benefit design is maintained, we recommend the introduction of a
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mechanism that would monitor the funding plan and trigger the necessary design reforms to
restore funding to required levels, if necessary.

Parametric Change 2 (PC2) — Immediate removal of 60% loading on annual pension for the

future beneficiaries ONLY

Introduction

As per the APF Rules, the Trustees may offer (on a discretionary basis) a 60% loading on the annual
pension, in case the financial position of the Fund allows such benefit enhancement; i.e. annual
pension is increased from EUR 9.350 to EUR 14.960. Currently, the Fund pays this additional benefit
and has thus been taken into consideration in the actuarial calculations of the SQ scenario.

The PC2 scenario removes the 60% loading on annual pension for the future beneficiaries only
(future beneficiaries: actives/in-actives). This implies that no change is applied on the members who
are currently receiving a benefit from the Fund.

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (136.904.160)
In-actives (24.679.674)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (200.133.869)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (133.183.156)
Funding Level 33,5%
Recovery Plan
Expected Expected
Technical Benefit Employee Additional Funding
Vel =l Provisions | Payments + | Contributions + | Contributions RS Level
Expenses Aiknyopéonua
2017 200.133.869 - - - 66.950.713 33%
2018 203.759.696 9.623.758 6.698.572 12.000.345 78.171.466 38%
2019 211.533.818 5.745.971 6.799.059 12.000.345 93.754.634 44%
2020 219.150.010 6.167.039 6.901.555 12.000.345 109.468.054 50%
2021 226.816.828 6.386.450 7.006.102 12.000.345 125.522.171 55%
2022 234.533.279 6.599.839 7.112.739 12.000.345 141.935.125 61%
2023 242.669.938 6.499.192 7.221.509 12.000.345 159.038.076 66%
2024 250.602.465 6.992.270 7.332.454 12.000.345 176.250.998 70%
2025 258.590.825 7.226.057 7.445.619 12.000.345 193.842.389 75%
2026 266.740.812 7.361.765 7.561.046 12.000.345 211.925.043 79%
2027 275.021.474 7.536.462 7.678.782 12.000.345 230.476.033 84%
2028 283.500.798 7.659.954 7.798.873 12.000.345 249.563.304 88%
2029 292.319.696 7.658.807 7.921.366 12.000.345 269.331.315 92%
2030 301.334.312 7.803.630 8.046.308 12.000.345 289.654.257 96%
2031 310.574.534 7.925.049 8.173.750 12.000.345 310.574.534 100%
Comments:

= Funding Level as at 31/12/2017: 33,5% (SQ scenario: 23,6%)
= Additional Deficit Contributions over the next 15 years: EUR 12,0m (SQ scenario: EUR 23,4m)

= Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the PC2 scenario, Total Contributions of 2,9 times the 2017
contributions are required to restore funding at 100% over the next 15 years.

22



AON

Empower Results®

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
3). In case the Defined Benefit design is maintained, we recommend the introduction of a
mechanism that would monitor the funding plan and trigger the necessary design reforms to
restore funding to required levels, if necessary.

Parametric Change 3 (PC3) — Immediate removal of 60% loading on annual pension AND
increase of the reduction factor from 6% per annum to 12% per annum in case of early
retirement (for the future beneficiaries ONLY)

Introduction

The PC3 scenario removes the 60% loading on annual pension and doubles the reduction factor in
case a member chooses to retire early, for the future beneficiaries only. This implies that no change is
applied on the members who are currently receiving a benefit from the Fund.

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (132.411.792)
In-actives (24.312.066)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (195.273.893)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (128.323.180)
Funding Level 34,3%
Recovery Plan
Expected Expected
Technical Benefit Employee Additional Funding
Vel Bl Provisions | Payments + | Contributions + | Contributions gsses Level
Expenses Aiknyopéonua
2017 195.273.893 - - - 66.950.713 34%
2018 198.582.535 9.568.711 6.698.572 11.370.168 77.588.056 39%
2019 206.019.665 5.701.113 6.799.059 11.370.168 92.560.560 45%
2020 213.322.631 6.092.607 6.901.555 11.370.168 107.675.605 50%
2021 220.689.709 6.293.885 7.006.102 11.370.168 123.132.389 56%
2022 228.128.912 6.483.019 7.112.739 11.370.168 138.955.293 61%
2023 235.992.246 6.374.254 7.221.509 11.370.168 155.459.315 66%
2024 243.643.015 6.868.901 7.332.454 11.370.168 172.054.349 71%
2025 251.389.124 7.062.315 7.445.619 11.370.168 189.050.888 75%
2026 259.281.333 7.206.883 7.561.046 11.370.168 206.512.450 80%
2027 267.342.851 7.342.810 7.678.782 11.370.168 224.463.666 84%
2028 275.600.791 7.465.797 7.798.873 11.370.168 242.934.282 88%
2029 284.195.022 7.463.374 7.921.366 11.370.168 262.069.049 92%
2030 292.991.050 7.598.461 8.046.308 11.370.168 281.750.258 96%
2031 302.037.946 7.692.520 8.173.750 11.370.168 302.037.946 100%
Comments:

= Funding Level as at 31/12/2017: 34,3% (SQ scenario: 23,6%)
= Additional Deficit Contributions over the next 15 years: EUR 11,3m (SQ scenario: EUR 23,4m)

= Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the PC3 scenario, Total Contributions of 2,8 times the 2017
contributions are required to restore funding at 100% over the next 15 years.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
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3). In case the Defined Benefit design is maintained, we recommend the introduction of a
mechanism that would monitor the funding plan and trigger the necessary design reforms to
restore funding to required levels, if necessary.

= Compared to the PC2 scenario, the impact of doubling the reduction factor in case of early
retirement appears to be relatively insignificant.

Parametric Change 4 (PC4) — Immediate removal of 60% loading on annual pension AND
change of the accrual factor from 1/480 to 1/540 (for the future beneficiaries ONLY)

Introduction

For the future beneficiaries only, the PC4 scenario removes the 60% loading on annual pension and
alters the accrual factor so as the annual pension of EUR 9.350 is fully accrued after 45 years of
service (i.e. 540 months of service). Currently, the annual pension of EUR 9.350 is fully accrued after
40 years of service (i.e. 480 months of service).

In particular, the benefit structure is amended as follows:

<< Eiopopéag, o omoio¢ mauvel va aokei 1o emdyyeAud tou, Oikaiourai va AdBer mAnpn ouvraén

aQuUITNPETNONG, VOOUUEVOU TnPET uiav arréd 1iI¢ akOAouBe¢ TPoUTToBETEI:

B JuumAnpwaon 456100¢ aOKNOEWS TOU emayyEAUATos Tou, aveéapTiTw s NS nAIKiag Tou.

B JuumAnpwaon 40eToUC QOKACEWS TOU ETTAYYEAUATOC TOU Kal CUUTTApwaon TnS nAikiac Twv
gBoounvra etwv. Eiopopéag, o omoio¢ ouummAnpwae 40€1r) Goknon Tou emayyEéAuarog tou, aAAd
dev éxel ouutAnpwaoel 1o fdounkoatd (70°) éroc ne nAikiac Tou, Sikaioutal va ouvia&iodornBei,
HE peiwpévn duws auvraén tng GAAws mwg utroAoyioBeioag, ws akoAoUBwc:

— kard 30% 1n¢ uttoAoyioBgioas, av oUUTTAfPWOE To £EnkooTéd TTEUTTTO (65°) éT0C TNG NAIKIaS
TOU,

— Kard 24% 1n¢ utroAoyioBeioag, av oUUTTARPWOE To £ENKOOTO ékTO (66°) £TOC TNC NAIKIAS TOU,

— Kard 18% 1n¢ umoAoyioBeioac, av ouutTAfpwaoe 1o £énkoatd éBdouo (67°) 1o¢ TS nAIKiag
TOoU,

— Kkard 12% 1n¢ utroAoyio@sioag, av ouuTTAfpwaoe 1o £ENKOOTO Gydoo (68°) £Toc TNS NAIKiag Tou,
Kai
— Kkard 6% TnN¢ utToAoyIoBsioag, av CUUTTIARPWOE To £ENKOOTO évaro (69°) éTo¢ TN NAIKIag Tou.

B JuumAnpwon 30eTOUC QOKAOEWS TOU ETTAYYEAUATOC TOU KAl CUUTTARpwaon T11NS nAIkiag Twv
geBoounvra mévre etwv. Eiopopéag, o omoiog Exel ouumAnpwoel 30€1) doknan Tou emayyéAuaroc
ToU, aAAG Bev €xsl ouuTTAnPWaoel To BSounkooTéd TéuTTTo (75°) €10¢ TNS NAIKIag Tou, SikaioUTal va
ouvraélodotnBei, ue peiwuévn ouwc ouvraén tne GAAwC TwS Kavovika utroAoyioBeioac, w¢
aKoAoUBwC:

— kard 30% tng ummoAoyioBeioag, av auuAnpwaoe 1o goounkoatd (70°) £ro¢ TnNS nAikiag Tou,

— Kkard 24% tn¢ utroAoyioBeioag, av CUPTTARPWOE To £BGoUNKooTé TTPWTo (71°) €T0¢ TNE NAIKIAS
TOU,

— kard 18% 1n¢ umoAoyioBeioac, av OUUTTAlPWOE To £BGOUNKOOTO SeUTepo (72°) €r0¢ TNG
nAikiag Tou,

—  Kard 12% 1n¢ umroAoyioBeioag, av ouuttAfpwos 10 £BGounkoaTé Tpito (73°) éro¢ TNC nAikiag
TOU, KalI

—  Kard 6% 1n¢ ummoAoyioBeioag, av ouuttAnpwae 1o B5ounkoartéd Térapro (74°) €1o¢ TS nAikiag
TOU.

H karaBAntéa ouvraén umoAoyiletai TPOC éva TTEVTAKOOIOOTO TeOOapakooTo (1/540) twv evvéa
XAIGdwv TpiakoTiwy Tmevvra eupw (€9.350) yia kGBe cuumAnpwuévo UNRva AOKACEWS TOU
ETAYYEALQTOC UET’ EICPOPWY. >>

As a further note, no change is applied on the members who are currently receiving a benefit from the
Fund.
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Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (97.100.792)
In-actives (16.831.418)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (152.482.245)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (85.531.532)
Funding Level 43,9%
Recovery Plan
Expected Expected
Technical Benefit Employee Additional Funding
Vel =ndl Provisions | Payments + | Contributions + | Contributions ERIEE Level
Expenses Aiknyopéonua
2017 152.482.245 - - - 66.950.713 44%
2018 158.512.636 6.359.026 7.796.332 5.616.872 76.121.390 48%
2019 166.981.900 4.260.435 7.896.819 5.616.872 87.790.221 53%
2020 175.613.449 4.447.240 7.999.315 5.616.872 99.713.422 57%
2021 184.431.354 4.607.988 8.103.862 5.616.872 111.926.912 61%
2022 193.537.990 4.673.035 8.210.499 5.616.872 124.538.340 64%
2023 199.984.452 4.852.513 8.319.269 5.616.872 137.445.362 69%
2024 206.238.403 5.255.675 8.430.214 5.616.872 150.431.883 73%
2025 212.321.620 5.616.186 8.543.379 5.616.872 163.545.759 7%
2026 218.331.565 5.879.637 8.658.806 5.616.872 176.891.469 81%
2027 224.405.985 6.003.283 8.776.542 5.616.872 190.619.928 85%
2028 230.898.439 5.836.421 8.896.633 5.616.872 205.039.351 89%
2029 237.091.096 6.333.148 9.019.126 5.616.872 219.499.103 93%
2030 243.311.647 6.500.416 9.144.068 5.616.872 234.337.078 96%
2031 249.666.560 6.569.356 9.271.510 5.616.872 249.666.560 100%
Comments:

= Funding Level as at 31/12/2017: 43,9% (SQ scenario: 23,6%)
= Additional Deficit Contributions over the next 15 years: EUR 5,6m (SQ scenario: EUR 23,4m)

= Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the PC4 scenario, Total Contributions of 1,9 times the 2017
contributions are required to restore funding at 100% over the next 15 years.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
3). In case the Defined Benefit design is maintained, we recommend the introduction of a
mechanism that would monitor the funding plan and trigger the necessary design reforms to
restore funding to required levels, if necessary.

Parametric Change 5 (PC5) — Immediate removal of 60% loading on annual pension AND
change of the accrual factor from 1/480 to 1/504 (for the future beneficiaries ONLY)

Introduction

For the future beneficiaries only, the PC5 scenario removes the 60% loading on annual pension and
alters the accrual factor so as the annual pension of EUR 9.350 is fully accrued after 42 years of
service (i.e. 504 months of service). Currently, the annual pension of EUR 9.350 is fully accrued after
40 years of service (i.e. 480 months of service).

In particular, the benefit structure is amended as follows:
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<< Eiopopéag, o ormoio¢ mauvel va aokei 1o emdyyeAud tou, OikaioUrai va AdBer mAnpn ouvraén

aQUITNPETNONGS, YVOOUUEVOU TNPEI piav amro 1i¢ akOAouBe¢ TpoUmoBéaeis:

B SuumAnpwaon 42€100¢ QOKNOEWS TOU ETayyEAUATOC Tou, aveéapTHTwS TNS NAIKiag Tou.

B SuumAnpwaon 37€T00¢ QOKAOEWS TOU ETAYYEALUQTOC TOU Kai GUUTTANpwOon TnS nAikiac Twv eERvra
EMTa TWV. Eiopopéac, o ommoio¢ ouumAnpwoe 37£1) GOKNON TOU ETTAYYEAUATOC TOU, GAAG Oev Exel
ouutTAnpwoer 1o génkootéd éBSouo (67°) éroc TS nAikiac Tou, Sikaioutal va ouvia&lodornBsi, ue
HeIwpévn opws ouvraén tne AAAwe Twg ummoAoyiobeioag, ws akoAoUuBwc:

— kard 30% 1n¢ ummoAoyioBsioag, av ouuTTAfpwoE To £ENKOOTO SeUTEPO (62°) €T0C TNS NAIKIAS
TOoU,
—  Kard 24% 1n¢ utroAoyioBeioag, av aUUTTARPWOE To £ENKOTTO TpiTo (63°) £T0C TNC NAIKIAS ToU,

— kard 18% 1n¢ utroAoyioBsioag, av ouuTTAfpwaoe To £EnkoaTéd TéETapTto (64°) éT0C TNG NAIKIaS
TOU,

— Kkard 12% 1n¢ utroAoyioBegioas, av oUUTTAfPWOE To £EnkooTé TTEUTTTO (65°) éT0C TNG NAIKIAS
TOU, Kal
— Kard 6% 1n¢ utroAoyigBeioac, av ouuTTAfpwaoe 1o £ENkoaTd ékTo (66°) £ro¢ NS NAIKIag Tou.

B JuumAipwaon 27€ToUC QOKACEWS TOU ETTAYYEAUATOC TOU Kal OUUTTApwaon TnS nAikiac twv
gBoounvra duo etwv. EiIopopéag, o omoioc éxel ouutTTAnpwoel 27€1i AOKNON TOU EmayyéAuQTroc
ToU, aAAG Sev éxel ouuTTAnpwaoer To BSounkooTéd deutepo (72°) éTo¢ NS nAIKiac Tou, SikaiouTal va
ouvraéiodornbBei, ue peiwpévn Ouws ouvraén ¢ GAMw¢ mw¢ Kavovikd utroAoyioBeioas, wg
akoAoUBwg:

— kard 30% 1n¢ umoAoyioBeiocag, av ouumAnpwaoe 1o £€nkoato éBdopo (67°) €ro¢ NS nAikiag
TOoU,

— Kard 24% 1n¢ utroAoyioBeioac, av ouuTTARPWOE To £€nkooTd 6ydoo (68°) £T0¢ TN NAIKIAS Tou,

— Kard 18% 1n¢ umroAoyioBeioag, av auuTTAnPWOE 10 £ENKooTé évaro (69°) éroc TN nAikiag Tou,

— Kkard 12% 1n¢ umoAoyioBeioac, av ouutrAfpwaos 1o £fEounkooTo (70°) éro¢ NS nAikiag Tou, kai

— Kkard 6% ¢ utmoAoyioBeioag, av oUUTTAfPWOE To £BE0UNKOOTO TTPWTOo (71°) €10¢ TNS NAIKIAS
TOU.

H karaBAntéa ouvraén urmroAoyilerar mpog éva meviakoolooTd térapro (1/504) twv evvéa xiAiGdwv
TpIaKOOIWY TTeviivia eupw (€9.350) yia kKGOs ouumAnpwuévo unva aokKAOEwS Tou ETayyEAUATOS LET
EIoCQOpWY. >>

As a further note, no change is applied on the members who are currently receiving a benefit from the
Fund.

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (119.765.552)
In-actives (21.363.780)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (179.679.367)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (112.728.654)
Funding Level 37,3%
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Recovery Plan

Expected Expected
Technical Benefit Employee Additional Fundin
Vel =l Provisions | Payments + Contriit))ut?lons + | Contributions RETEE LevelgJ
Expenses Aiknyopéonua
2017 179.679.367 - - - 66.950.713 37%
2018 186.636.289 8.180.296 7.796.332 8.802.463 77.505.353 42%
2019 197.200.522 4.989.991 7.896.819 8.802.463 91.705.711 47%
2020 204.583.009 5.161.288 7.999.315 8.802.463 106.249.586 52%
2021 211.889.755 5.509.023 8.103.862 8.802.463 120.970.071 57%
2022 219.006.760 5.940.220 8.210.499 8.802.463 135.789.774 62%
2023 226.145.964 6.154.349 8.319.269 8.802.463 150.933.961 67%
2024 233.330.941 6.352.524 8.430.214 8.802.463 166.430.465 71%
2025 240.950.643 6.226.601 8.543.379 8.802.463 182.620.550 76%
2026 248.323.535 6.740.738 8.658.806 8.802.463 198.877.383 80%
2027 255.764.555 6.937.323 8.776.542 8.802.463 215.527.399 84%
2028 263.394.433 7.036.646 8.896.633 8.802.463 232.683.086 88%
2029 271.124.505 7.204.355 9.019.126 8.802.463 250.292.211 92%
2030 279.021.790 7.309.215 9.144.068 8.802.463 268.434.195 96%
2031 287.258.391 7.284.613 9.271.510 8.802.463 287.258.391 100%
Comments:

= Funding Level as at 31/12/2017: 37,3% (SQ scenario: 23,6%)
= Additional Deficit Contributions over the next 15 years: EUR 8,8m (SQ scenario: EUR 23,4m)

=  Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the PC5 scenario, Total Contributions of 2,4 times the 2017
contributions are required to restore funding at 100% over the next 15 years.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
3). In case the Defined Benefit design is maintained, we recommend the introduction of a
mechanism that would monitor the funding plan and trigger the necessary design reforms to
restore funding to required levels, if necessary.

Parametric Change 6 (PC6) — 50% reduction of the annual pension for future beneficiaries only

Introduction

The PC6 scenario halves the annual pension for future beneficiaries only; i.e. annual pension is
decreased from EUR 9.350 to EUR 4.675. This implies that no change is applied on the members

who are currently receiving a benefit from the Fund.

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017

Actives (77.410.480)
In-actives (14.261.104)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)

Total Funding Target / Technical Provisions (130.221.619)
Market Value of Assets 66.950.713

Funding Surplus / (Deficit) (63.270.906)
Funding Level 51,4%
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Recovery Plan

Expected Expected
Technical Benefit Employee Additional Fundin
Vel =l Provisions | Payments + Contriit))ut?lons + | Contributions RETEE LevelgJ
Expenses Aiknyopéonua
2017 130.221.619 - - - 66.950.713 51%
2018 129.407.360 8.701.552 6.698.572 2.536.809 69.507.172 54%
2019 132.724.362 4.701.926 6.799.059 2.536.809 76.298.374 57%
2020 135.899.004 4.969.966 6.901.555 2.536.809 83.120.091 61%
2021 139.133.914 5.041.990 7.006.102 2.536.809 90.174.155 65%
2022 142.423.087 5.112.603 7.112.739 2.536.809 97.470.887 68%
2023 146.071.748 4.916.125 7.221.509 2.536.809 105.290.456 72%
2024 149.514.932 5.263.550 7.332.454 2.536.809 113.098.528 76%
2025 153.013.130 5.351.834 7.445.619 2.536.809 121.159.925 79%
2026 156.655.016 5.355.562 7.561.046 2.536.809 129.570.096 83%
2027 160.403.968 5.402.122 7.678.782 2.536.809 138.298.083 86%
2028 164.314.427 5.406.988 7.798.873 2.536.809 147.397.818 90%
2029 168.494.950 5.311.139 7.921.366 2.536.809 156.984.719 93%
2030 172.804.561 5.357.591 8.046.308 2.536.809 166.931.086 97%
2031 177.273.403 5.380.887 8.173.750 2.536.809 177.273.403 100%
Comments:

= Funding Level as at 31/12/2017: 51,4% (SQ scenario: 23,6%)
= Additional Deficit Contributions over the next 15 years: EUR 2,5m (SQ scenario: EUR 23,4m)

=  Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the PC6 scenario, Total Additional Contributions of 1,4 times the
2017 contributions are required to restore funding at 100% over the next 15 years.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
3). In case the Defined Benefit design is maintained, we recommend the introduction of a
mechanism that would monitor the funding plan and trigger the necessary design reforms to
restore funding to required levels, if necessary.

Parametric Change 7 (PC7) — Combination of scenarios PC3, PC5 and PC6

Introduction

For the future beneficiaries only, the PC7 scenario applies a 50% reduction in the annual pension,
alters the accrual factor so as the annual pension of EUR 9.350 is fully accrued after 42 years of
service (i.e. 504 months of service), and doubles the reduction factor in case a member chooses to

retire early.

This implies that no change is applied on the members who are currently receiving a benefit from the

Fund.

Past service position / Funding Level

Technical Provisions (EUR)

31/12/2017

Actives (66.083.856)
In-actives (12.428.085)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)

Total Funding Target / Technical Provisions (117.061.976)
Market Value of Assets 66.950.713

Funding Surplus / (Deficit) (50.111.263)
Funding Level 57,2%
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Recovery Plan

Expected Expected
Technical Benefit Employee Additional Fundin
Vel =l Provisions | Payments + Contriit))ut?lons + | Contributions RETEE LevelgJ
Expenses Aiknyopéonua
2017 117.061.976 - - - 66.950.713 57%
2018 118.508.988 7.457.799 7.796.332 52.283 69.362.100 59%
2019 123.433.147 4.194.938 7.896.819 52.283 75.256.652 61%
2020 126.518.800 4.246.153 7.999.315 52.283 81.375.662 64%
2021 129.488.298 4.493.711 8.103.862 52.283 87.528.580 68%
2022 132.312.320 4.750.333 8.210.499 52.283 93.709.346 71%
2023 135.191.385 4.808.416 8.319.269 52.283 100.122.358 74%
2024 138.145.396 4.851.062 8.430.214 52.283 106.792.252 77%
2025 141.474.372 4.632.327 8.543.379 52.283 113.993.902 81%
2026 144.555.194 5.008.707 8.658.806 52.283 121.141.377 84%
2027 147.743.369 5.032.935 8.776.542 52.283 128.592.701 87%
2028 151.079.191 5.030.129 8.896.633 52.283 136.386.535 90%
2029 154.541.697 5.038.871 9.019.126 52.283 144.523.567 94%
2030 158.143.068 5.037.459 9.144.068 52.283 153.026.570 97%
2031 162.018.201 4.928.131 9.271.510 52.283 162.018.201 100%
Comments:

= Funding Level as at 31/12/2017: 57,2% (SQ scenario: 23,6%)
= Additional Deficit Contributions over the next 15 years: EUR 0,05m (SQ scenario: EUR 23,4m)

=  Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the PC7 scenario, Total Contributions of 1,0 times the 2017

contributions (i.e. same) are required to restore funding at 100% over the next 15 years.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex
3). In case the Defined Benefit design is maintained, we recommend the introduction of a
mechanism that would monitor the funding plan and trigger the necessary design reforms to
restore funding to required levels, if necessary.

Note

The parametric scenarios presented are examples to illustrate the effect
Additional
parametric scenarios or combinations of parametric scenarios can be
examined following discussion with the APF.

of various parametric changes to the scheme design.
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Structural Reform 1 (SR1) — Closure of Fund for all future service AND immediate removal of
60% loading on annual pension (for the future beneficiaries ONLY). Defined Contribution for
new entrants and future service.

Introduction

Under scenario SR1, the Fund is closed for new entrants, existing active members do not accrue any
benefit for service after 31/12/2017, and there is an immediate removal of the 60% loading on annual
pension for the future beneficiaries only.

This implies that no change is applied on the members who are currently receiving a benefit from the

Fund.

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (136.904.160)
In-actives (24.679.674)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (200.133.869)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (133.183.156)
Funding Level 33,5%
Recovery Plan
Expected Expected
Technical Benefit Employee Additional Funding
VeEl =ndl Provisions | Payments + | Contributions + | Contributions e Level
Expenses Aiknyopéonua
2017 200.133.869 - - - 66.950.713 33%
2018 193.537.012 9.623.478 5.099.692 5.445.630 69.900.772 36%
2019 192.633.366 5.716.771 5.200.179 5.445.630 77.002.735 40%
2020 191.432.008 6.092.730 5.302.675 5.445.630 84.034.751 44%
2021 190.145.302 6.259.512 5.407.222 5.445.630 91.209.090 48%
2022 188.784.587 6.410.092 5.513.859 5.445.630 98.548.466 52%
2023 187.616.054 6.289.592 5.622.629 5.445.630 106.334.844 57%
2024 186.136.755 6.679.787 5.733.574 5.445.630 114.065.378 61%
2025 184.599.257 6.822.632 5.846.739 5.445.630 121.991.642 66%
2026 183.088.290 6.881.136 5.962.166 5.445.630 130.207.196 71%
2027 181.603.228 6.943.478 6.079.902 5.445.630 138.718.912 76%
2028 180.201.862 6.966.367 6.199.993 5.445.630 147.577.822 82%
2029 178.955.208 6.893.575 6.322.486 5.445.630 156.893.526 88%
2030 177.764.954 6.925.746 6.447.428 5.445.630 166.575.317 94%
2031 176.668.992 6.925.770 6.574.870 5.445.630 176.668.992 100%
Comments:

= Funding Level as at 31/12/2017: 33,5% (SQ scenario: 23,6%)
= Additional Deficit Contributions over the next 15 years: EUR 5,4m (SQ scenario: EUR 23,4m)

= Currently, the total annual contributions (Employee Contributions + Aiknyopéonua) payable into
the Fund are EUR 6,3m. Under the SR1 scenario, Total Contributions of 1,9 times the 2017
contributions are required to restore funding at 100% over the next 15 years.

= For future service and new entrants to APF, we recommend the introduction of a Defined

30



AON

Empower Results®

Contribution scheme. The exact parameters of such a DC scheme are not examined as part of
this report.

= Under this scenario, all related risks with the defined benefit design remain (as set out in Annex 3)
for past service benefits. These will be mitigated over the longer terms once the current
population of the fund retires and stops receiving benefits

Structural Reform 2 (SR2) — Immediate dissolution of the Fund and conversion to a Defined
Contribution Provident Fund (assets distributed on a flat pro-rata basis for ALL members)

Introduction

Under scenario SR2, the Fund is dissolved immediately and the assets are distributed to the
members according to the current / status quo Funding Level.

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (208.296.592)
In-actives (37.181.960)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (284.028.587)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (217.077.874)
Funding Level 23,6%
Comments:

= Under SR2, the Fund is dissolved immediately and the assets are distributed to each member
individually on a flat pro-rata basis.

= A Funding Level of 23,6% means that the existing assets are enough to cover only a portion of
the defined benefit that each member is eligible according to the Rules of the APF.

= |f the decision is to apply an equal distribution to all members (i.e. actives, in-actives, pensioners,
dependents), then each member will receive an amount equal to 23,6%o0f the Defined Benefit
liability (value of benefits earned for service until the valuation date).

= The Defined Benefit liability is calculated per individual, thus based on the actuarial valuation, the
assets will be distributed to each member individually in order to cover 23,6% of each one's
defined benefit entitliement.

= For future service and new entrants to APF, we recommend the introduction of a Defined
Contribution scheme. The exact parameters of such a DC scheme are not examined as part of
this report.

Structural Reform 3 (SR3) — Immediate dissolution of the Fund and conversion to _a Defined
Contribution Provident Fund (current beneficiaries fully covered; remaining assets distributed
to future beneficiaries on a flat pro-rata basis)

Introduction

Under scenario SR3, the Fund is dissolved immediately. The assets are firstly used to cover the
current beneficiaries in full (i.e. members who are currently receiving a benefit from the Fund —
pensioners, dependents). The residual assets, if any, are then distributed to the future beneficiaries
(i.e. actives, in-actives).
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Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (208.296.592)
In-actives (37.181.960)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (284.028.587)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (217.077.874)
Funding Level 23,6%
Comments:

= Under scenario SR3, the Fund is dissolved immediately. The assets are firstly used to cover the
current beneficiaries in full.

= This implies that EUR 38,6m are immediately distributed to each pensioner/dependent according
to its individual defined benefit entitlement.

* The remaining EUR 28,4m are then distributed to each active/in-active on a flat pro-rata basis.

= Under this scenario, the current beneficiaries are covered in full, whereas the future beneficiaries
receive an amount equal to 11,6%% of the Defined Benefit liability

= For future service and new entrants to APF, we recommend the introduction of a Defined
Contribution scheme. The exact parameters of such a DC scheme are not examined as part of
this report.

Structural Reform 4 (SR4) — Immediate dissolution of the Fund and conversion to a Defined
Contribution Provident Fund (current beneficiaries fully covered; remaining assets distributed
to future beneficiaries based on priority levels)

Introduction

Under scenario SR4, the Fund is dissolved immediately. The assets are firstly used to cover the
current beneficiaries in full (i.e. members who are currently receiving a benefit from the Fund —
pensioners, dependents). The residual assets, if any, are then distributed to the future beneficiaries
based on priority criteria (i.e. actives, in-actives).

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017
Actives (208.296.592)
In-actives (37.181.960)
Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)
Total Funding Target / Technical Provisions (284.028.587)
Market Value of Assets 66.950.713
Funding Surplus / (Deficit) (217.077.874)
Funding Level 23,6%
Comments:

= Under scenario SR4, the Fund is dissolved immediately. The assets are firstly used to cover the
current beneficiaries in full.

= This implies that EUR 38,6m are immediately distributed to each pensioner/dependent according
to its individual defined benefit entitlement.
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= The remaining EUR 28,4m are then distributed to each active/in-active based on the following
age-related priority criteria (aim to protect members who are closer to retirement):

Age (in years)

% of Defined Benefit liability

20-40
40-50
50-55
55-60
60+

2,5%
5,0%
10,0%
15,0%
20,0%

= Under this scenario, the current beneficiaries are covered in full, whereas the future beneficiaries

receive a % of their Defined Benefit liability according to their age (ranging from 20,0% to 2,5%).

= For future service and new entrants to APF, we recommend the introduction of a Defined
Contribution scheme. The exact parameters of such a DC scheme are not examined as part of
this report.

Structural Reform 5 (SR5) — Introduction of a hybrid scheme

Introduction

Under scenario SR5, members will be able to accrue/accumulate both Defined Benefit (DB) as well as
Defined Contribution (DC) benefits during a 30-year transition period. At the outset, there will be two
different plans: the existing DB plan and a new DC Provident Fund. Benefit accrual from the DB plan
will gradually run down during a 30-year period (in a linear approach), after which members will only
accumulate benefits under the DC Provident Fund.

The following table presents the pension and lump sum benefits payable from the DB plan, for an
individual retiring in each of the next 30 years having completed 40 years of service.

Time Reduction Factor Annual Pension Lump sum
(in years) (RF) (in EUR) (in EUR)
0 0% 9.350 24.000
1 3% 9.038 23.200
2 7% 8.727 22.400
3 10% 8.415 21.600
4 13% 8.103 20.800
5 17% 7.792 20.000
6 20% 7.480 19.200
7 23% 7.168 18.400
8 27% 6.857 17.600
9 30% 6.545 16.800
10 33% 6.233 16.000
11 37% 5.922 15.200
12 40% 5.610 14.400
13 43% 5.298 13.600
14 47% 4.987 12.800
15 50% 4.675 12.000
16 53% 4.363 11.200
17 57% 4.052 10.400
18 60% 3.740 9.600
19 63% 3.428 8.800
20 67% 3.117 8.000
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21 70%
22 73%
23 7%
24 80%
25 83%
26 87%
27 90%
28 93%
29 97%
30 100%

2.805
2.493
2.182
1.870
1.558
1.247
935
623
312

7.200
6.400
5.600
4.800
4.000
3.200
2.400
1.600
800

Example

Benefits payable to an individual who retires after 25 years having completed 40 years of service (i.e.

480 months):
= Annual pension from the DB plan
= (1/480) x 9.350 x 480 months X (1-RF)
= (1/480) x 9.350 x 480 x (1-83%)
= EUR 1.558
=  Lump sum from the DB plan
=600 x 40 years x (1-RF)
=600 x 40 x (1-83%)
= EUR 4.000

= Accumulated balance from the DC Provident Fund (function of contributions and investment

returns during a 25-year period). The exact parameters of such a DC scheme are not examined

as part of this report.

Past service position / Funding Level

Technical Provisions (EUR) 31/12/2017

Actives (81.210.904)
In-actives (7.822.794)

Pensioners (31.671.682)
Dependents / Beneficiaries (6.878.353)

Total Funding Target / Technical Provisions (127.583.733)
Market Value of Assets 66.950.713

Funding Surplus / (Deficit) (60.633.020)
Funding Level 52,5%
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Recovery Plan

Expected Expected
Technical Benefit Employee Additional Fundin
Vel =l Provisions | Payments + Contrigut?lons + | Contributions RETEE Levelg
Expenses Aiknyopéonua
2017 127.583.733 - - - 66.950.713 52%
2018 123.043.045 9.623.758 6.698.572 (4.438.850) 61.495.606 50%
2019 122.296.715 5.713.568 6.799.059 (4.438.850) 59.952.185 49%
2020 121.038.350 6.077.357 6.901.555 (4.438.850) 58.100.446 48%
2021 119.473.366 6.236.259 7.006.102 (4.438.850) 56.141.395 47%
2022 117.605.897 6.378.983 7.112.739 (4.438.850) 54.090.483 46%
2023 115.762.490 6.248.462 7.221.509 (4.438.850) 52.224.419 45%
2024 113.421.110 6.598.447 7.332.454 (4.438.850) 50.063.378 44%
2025 110.798.976 6.718.133 7.445.619 (4.438.850) 47.834.704 43%
2026 107.987.461 6.750.830 7.561.046 (4.438.850) 45.627.006 42%
2027 104.968.169 6.800.523 7.678.782 (4.438.850) 43.426.026 41%
2028 101.794.838 6.802.059 7.798.873 (4.438.850) 41.283.234 41%
2029 98.580.451 6.712.576 7.921.366 (4.438.850) 39.295.117 40%
2030 95.240.371 6.704.462 8.046.308 (4.438.850) 37.386.141 39%
2031 91.800.411 6.666.554 8.173.750 (4.438.850) 35.591.395 39%
2032 88.418.085 6.493.048 8.303.740 (4.438.850) 34.054.366 39%
2033 84.657.100 6.702.775 8.436.330 (4.438.850) 32.396.451 38%
2034 80.975.724 6.471.899 8.571.572 (4.438.850) 31.063.821 38%
2035 77.233.079 6.398.840 8.709.518 (4.438.850) 29.908.602 39%
2036 73.383.057 6.339.977 8.850.224 (4.438.850) 28.924.379 39%
2037 69.658.700 6.086.879 8.993.743 (4.438.850) 28.316.037 41%
2038 66.016.384 5.884.437 9.140.134 (4.438.850) 28.046.044 42%
2039 62.320.195 5.807.151 9.289.451 (4.438.850) 28.000.268 45%
2040 58.650.657 5.651.041 9.441.756 (4.438.850) 28.268.243 48%
2041 54.927.715 5.564.103 9.597.106 (4.438.850) 28.792.035 52%
2042 51.197.658 5.429.509 9.755.563 (4.438.850) 29.630.601 58%
2043 47.459.111 5.301.660 9.917.190 (4.438.850) 30.789.488 65%
2044 43.829.839 5.065.449 10.082.049 (4.438.850) 32.391.235 74%
2045 40.386.018 4.787.138 10.250.205 (4.438.850) 34.494.783 85%
2046 37.023.591 4.602.039 10.421.724 (4.438.850) 37.023.591 100%
Comments:

* Funding Level as at 31/12/2017: 52,5% (SQ scenario: 23,6%)

= Additional Deficit Contributions over the next 30 years: Nil (SQ scenario: EUR 23,4m)

= Currently, the total annual contributions payable into the Fund are EUR 6,3m. Under the SR5
scenario, the current contributions can be decreased by up to 70%. This can be used to divert
contributions to the Defined Contribution section of the hybrid arrangement.
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Eicaywyikd

Ymraywyn

ZuvTtagipeg ATrodoxég

ZuvTtadiun Yrnpeoia

Zovraén
A@utrnpétTnong

To Tapeio Zuvtagewg AIKnyopwv KaAUTITEl GAOUG TOUuG OIKNYOpPOoUG, Ol
oTroiol  aokoUv To  €TAyyeAua, TrepiAapBavopévou  Twv  NoOpIKwv
Nerroupywyv. To Taueio xpnuaTtodoTeiTal HECTW EI0QOPWYV TWV PEAWY TOU,
Kal TTOPEXEl WEQEAAUATA O€ TEPITITWON aQUTTNPETNONG, BavdaTou I
avikavoTnTog Yia Epyaaia.

To Tapegio Zuvtagewg AiKnyodpwv KAAUTITEI KABE AIKNyOpo TTOU OOKEi TO
ETTAYYEAUA TOU (EyyeEYPAUMEVOG 0TO MNTpwo AiKnydpwv), Kai KGBe Nopikd
NeiToupyod o otroiog dlopioBnke atn Nouikr YTrnpeoia katd Tnv 1mepiodo
atoé TV 14n ZemrrepBpiou 1966 péxpl Tnv 18n Maptiou 2005 kai kaTéRaAe
eloQopég aT1o Tapegio mpotol diaypagei amd autd. e TTEPITITWON
dlopiopoUu oe dIKACTIKO 1 dnuoaio Asiroupynua (e€aipoupévou  Tou
NouikoU Aciroupyou), To MéAog TTadel va gival eiI0popéag Kal Bewpeital OTI
ameoUpBn aTmod 10 eAYYEAUE TOU.

To Tapeio kaAutrtel Aiknyépoug kal EicayyeAeig, evid dev KAAUTTTEI
AkaoTég, To Mevikd ElcayyeAéa kal To BonBo6 Mevikd EioayyeAéa.

O1 Tapoxég Oev oxeTiCovTal PE TIG ATTOAAREG Twv MeAwv.

O1 oUUTTANPWUEVOI MNAVEG QOKACEWG TOU OIKNYOPIKOU €TTAYYEANATOG
MET EI0QOPWIV.

Eicpopéag, o otoiog Travel va aokei 1o €mdyyeAud Tou, dikaiouTal va
AGBer TAAPN ouvtagén aguttnPETNONG, VOOUPEVOU Tnpei piav ammd TIg
aKkOAouBeg TTPOUTTOBEDEIG:

B JupmmAMipwon oapavtaeTols AOKACEWSG TOou  eTTayyéAUaTdG  TOU,
aveEapTATWG TNG NAIKiag Tou.

B ZupTTAAPWON TPIAKOTTEVTAETOUG AOKNOEWG TOU ETTAYYEAUOTOG TOU Kal
oudTTApwOon TNG nAKKiog Twv e€gnvra Tévie eTwv. Elogopéag, o
OTT0I0G CUUTTANPWOE TPIOKOTTEVTOETI] AGKNON TOU ETTAYYEAUATOG TOU,
aA\G Bev €xel OUPTIANPWOElI TO €ENKOOTO TTEPTITO (65°) £T0G TNG
nAikiag Tou, diKaloUTal va ouvtagiodoTnBei, PeE MEIWPEVN OPWG
ouvtagn TG GAAWG TTwg UTToAoyIGOEicag, WG akoAoUbwg:

— katd 30% Tng utroAoyloBeiocag, av CUPTTAHPWOE TO €ENKOOTO
(60°) £€tog TNS NAIKiag Tou,

— Katd 24% Tng utroAoyloBgiocag, av CUPTTAAPWOE TO €ENKOOTO
TPWTO (61°) £T0G TNS NAIKIAg ToOU,

— katd 18% Ttng utroAoyioBeicag, av CUPTTARPWOE TO €ENKOOTO
deuTePO (62°) £T10C TNG NAIKIOG TOU,

— Katd 12% Tng utroAoyloBgioag, av CUPTTAHPWOE TO €ENKOOTO
TpiTO (63°) £T0G TNG NAIKIAg TOU, Kal

— Katd 6% Tng uTttoAoyioBeicag, av CUUTTANPWOE TO €ENKOOTO
Té10pTO (64°) £T0G TNG NAIKIAG TOU.

B JUPTTAAPWON EIKOCITTEVTOETOUG OOKNOEWS TOU ETTAYYEANATOG TOU KAl
oupTTARpwon TNG nAikiag Twv efdouAvTa eTwv. Eilopopéag, o otroiog
EXEl OUUTTANPWOEI EIKOCITTEVTAET AOKNON TOU E€TTayyEANATOG Tou,
aAAG Bev éxel ouPTTANPWOEl To £BdounkooTd (70°) é10¢ TNG nAIKiag
Tou, dikaioUTal va cuvtaglodotnBei, ye peiwpévn duwg ouvrtaén Tng
AAWG TTWG Kavovika uttoAoyioBeicag, wg akoAoUubwg:
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E@darmrag
A@utrnpétTnong

Napddeiypa Xovragng
Ag@utrnpétnong

20vtaén Avatrnpiag

— katd 30% Tng utroAoyioBeiocag, av CUPTTANPWOE TO €ENKOCTO
TTEUTTTO (65°) €T0G TNG NAIKiag Tou,

— KaT@ 24% Tng uTroAoyI0B€icag, av CUPTTARPWOE TO £ENKOOTO EKTO
(66°) £10G TNC NAIKiag Tou,

— katd@ 18% Tng uttoAoyioBeicag, av CUPTTANPWOE TO €ENKOOTO
£Bdopo (67°) é1o¢ TNE NAIKIag Tou,

— Katd 12% Tng utroAoyioBegiocag, av CUPTTANPWOE TO €ENKOCTO
0yd00 (68°) £10G TNE NAIKIag Tou, Kal

— KaTd 6% TNnG uttoAoyioBeicag, av CUPTTAPWOE To £ENKOCTO £vaTo
(69°) £€10G TNG NAIKiag Tou.

H katapBAnTéa oluvtagn utroloyileTal TTpog éva TETPAKOTIOOTO 0ydONKOOTO
(1/480) Twv gvvéa xINIGdwWY Tpiakoaiwv TTevivTa eupw (€9.350) yia kaBe
OUNTTANPWHEVO PIVO OOKAOEWGS TOU ETTAYYEAUATOG PET EI0POPWIV.

EmmAéov, Trapéxetal xopAynua 60% emi Tng BacikAg pnviaiag ouvragng
duvapel Tou Kav. 7(a) kai Tng atrégacng Tou A.2. nuepounviag 5/11/97.

H Aiaxeipiotikp Emtpot) duvartal, av To EMITPETTEL N OIKOVOUIKN
KaraoTtaon tou Taueiou, va xopnyei OekATn TPITN i Kol dEkATn TETAPTN
pnviaia cuvTagn.

& TEPITTTWON TIOU €I0QOPEQS aTmooUpPETal ammd Tnv  ACKNON TOou
eTayyéAUOTOG TOU Kal TTANPOI TIG TTPOUTTOBECEIG TTOU 1I0XUOUV yia TN
ouvtaén agutnpétnong, OikailoUtal va AdRel e@dtral 1mood ioov e
eCakoaia eupw (€600) ava £T0G AoKNONG TOU ETTAYYEAUOTOG UE EICPOPEG.

To g@drma Toad eival HeEIWPEVO KAT avaAoya avTioTolXO TTOO0OTO EKEIVOU
TNG uTtoAoyioBeicag kaTaBANTéag unviaiag olvTagng aQuITnEETNONG.

ZToIXEia

m  HAKia Aputnpétnong = 65

m 'ETn e€doknong eTayyéApartog pe eicpopés (EEE) = 35
m 2uvta&iun Ymnpeoia (2Y) = 420 Mrveg

Y1roAoyiouoi

m  Mnviaia Zovragn = (1/480) X 9.350 X 2Y /12 X (1+60%) =
(1/480) X 9.350 X 420 X /12 X (1+60%) = 1.090,83

m  Egdamag Aputnpétnong = 600 X £Y /12 =600 X 420/ 12 = 21.000

Eiopopéag Oikaioutar va AdBer ouvragn avartnpiag, VOOUUEVOU EXEl
OUNTTANPWOEI DEKATTEVTAETA UTTNPEETIa WG OIKNYOPOG Kal €XEl KATOOTEN
avikavog va ouvexioel Tnv AoKnon Tou £TTayyEAPATOg Tou AGyw aviaTou
aoBeveiag f OTTOIACOATTIOTE TIVEUNATIKNG 1) CWHATIKAG avaTTrnpiag.

H katapAnTéa olvtagn utroloyileTal TTPog Eva TETPAKOOIOOTO 0ydONKOGTO
(1/480) Twv gvvéa XINGdwWY TpIakooiwv TTevhAvTa eupw (€9.350) yia KaBe
OUNTTANPWHEVO PIVO OOKAOEWG TOU ETTAYYEAUATOG PUET EICPOPWIV.

EmimAéov, Trapéxetal xopAynua 60% et Tng BacikAg pnviaiag ouvTagng
duvdpel Tou Kav. 7(a) kai Tng atrégacng tou A.Z. nuepounviag 5/11/97.

H Aiaxeipiotikp EmTtpoti d0vatal, av TO EMITPETEI N OIKOVOMIKN
kardoTtaon Tou Tauegiou, va xopnyei Oekdtn TpiTn ) Kai dékaTn TETAPTN
pnviaia ouvTtagn.

Eiopopéag nAikiag avw Twv €BOOUAVTA ETWYV, O OTT0IOG £XEI CUUTTANPWOEI

37



AON

Empower Results®

Eg@adamrag Avarrnpiag

Z0vTagn o€ TEPITTTWON
Oavdrou

Eg@dtrag oe mepimrwon
Oavdrou

Eicpopég

OekaTTéEVTE OANG OXI €iKOOI TTEVTE €TN AOKACEWG TOU ETTAYYEAMOTOG WET
€I0QopwWYV, dev dikaloUTal oUvTagn avartnpiag.

e TEPITTTWON TIOU €I0QOPEQG aTmmooUpeTal ammd Tnv  ACKNOon Tou
eayyéANATOG TOU Kal TTANpoi TIG TTPoUTTOBECEIG TTou 1oXUOUV YIa TN
ouvtagn avarnpiag, dikaioUtal va AdBel eQAatTag Toood icov pe e€akdaia
€UpPW (€600) avda £Tog AOKNONG TOU ETTAYYEAUATOG UE EI0POPEG.

2€ TIEPITITWON TTOU O EI0POPEAG OV €XEl CUUTTANPWOEl DEKATTEVTAETT)
UTINPETIa YET €1I0QOPWYV Kal KaBioTaTal avikavog va ouvexioel Tnv doknon
TOU OIKNyopIKoU eTTayyéAUATOg AGyw avidtou acBeveiag f oTrolaadnTToTe
TIVEUPATIKAG /| CWHATIKAG avatrnpiag, n AlaxeipioTiky EmiTpot) duvartai
va KaTtapdAel otov €io@opéa €@ATTag xopriynga un utrepfaivov To
OITTAd&aG10 Tou TTOooU TwV UTT'auToU KataBAnBeiowy eioc@opwyv oTo Taueio.

e TEPITTTWON BavdaTou €lIo@opéa Pe OEKATTEVTOETH TOUAGXIOTO GOKNON
TOU OIKNYOPIKOU ETTAYYEAUATOG HET €I0QOPWY, TTANPWVETAI OUVTAEN
xneeiag/opeaviag, avaAoya Tng TrepioTaoNG.

H kataBAnTéa aUvtagn uttoAoyileTal TTPOG éva TETPAKOGIOOTO 0ydONKOGTO
(1/480) Twv gvvéa xINIGdwv Tpiakoaiwv TTevAvTa gupw (€9.350) yia kGBe
OUNTTANPWHEVO PRVO OOKAOEWG TOU ETTAYYEAUATOG LET EI0POPWIV.

EmmAéov, Tapéxetal xopAynua 60% e Tng BacikAg pnviaiag ouvTagng
duvdpel Tou Kav. 7(a) kai Tng atrégacng tou A.2. nuepounviag 5/11/97.

KataBdAAetal 1o 50% Tng ouvTtagng €dv utrapxel JOvov €vag BIKaIoUXogG.
To mooooTo augdvetal avaloya Pe Twv apiBuo Twv SIKAIOUXWYV.

H Aiaxeipiotiky Emtpotp duvartal, av To EMITPETTEl N OIKOVOUIKN

KaraoTtaon Ttou Taueiou, va xopnyei OekATn TPITN i Kol dEKATN TETAPTN
pnviaia covraén.

¢ mepimTwon OavaTtou €ic@opéa TTou TTANPOI TIG TTPOUTTOBETEIS TTOU
I0XU0UV yia Tn ouvTaén xneeiag/op@aviag, TTAnpwveTal €QAaTTas mocod icov
pE e€Eakoola eupw (€600) ava €10¢ AOKNONG TOU ETTAYYEAPOTOG ME
€I0QOPEG, 0TN(0) XAPA(0) Kal Ta TEKVA TOU ATTORILCAVTOG £1I0POPEQ.

2e Trepimmrwon  Bavdatou €io@opéa  TToU  Oev  €XEl CUMTTANPWOEI
OEKATTEVTAETA UTTNPEDIia YET €I0QopwyV, N AlaxelpioTiky) EmiTpotrA duvaral
va katapdAel otn(o) xnApa(o) kar Ta TéKvA €QATTAE Yopriynua un
uttepPaivov 1o SITTAGCIO TOU TTOCOU TWV TTPOCWTTIKWY EI0POPWY TOU
armropiwoavTtog o1o Tapeio.

Eiopopéag kaBioTatal kGBe SIKNyOpOg TTOU OOKEI TO €TTAYYEAUA TOU Kal
gival eyyeypappévog oto Mntpwo Aiknydpwv. Ze TepimrTwon dlopiopou o€
OIKaoTIKG A dnudoio Asiroupynua (e€aipoupévou Tou NopikoUu Asiroupyou)
 og mepimTwon diaypa@Ag amd 1o Mntpwo Aiknydpwyv, 1o MéAOG TTadel
va egival elopopéag kal Bewpeital 6T amecupBn NG AOKACEWSG TOU
eTTayyEAUATOG TOU.

To moad TnG pnviaiag eI0@opdg avépxeTal:

B ota capdvra supw (€40) yia elc@opeig TTou gival €idn eyyeypapuévol
o1o MnTtpwo Aiknyoépwv, i

B ora mevAvTa eupw (€50) yia eio@opeic TTou Oev gival eyyeEyPAUMEVOI
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oto Mntpwo Aiknyépwv (yia okotoUg eyypagng oto MnTtpwo
AIKny6pwv Kal e€ac@daAion TnG adelag eEA0KATEWS ETTAYYEAUATOG).

39



AON

Empower Results®

Introduction

Discount rate

The assumptions used for assessing the long-term ongoing funding target
are summarized below. Greater importance should be attached to the
valuation assumptions as a whole rather than to the individual elements.
More importantly, the differences between the financial assumptions have
a greater effect on valuation results than the absolute levels of each item.

The financial assumptions have the most significant effect on valuation
results and are thus described first.

The discount rate is the valuation assumption with the widest range of
choices. It is used to translate the estimated future benefit payments from
the Scheme into a single figure which represents the amount that the
Scheme needs to hold today to provide them.

The chart below shows the full Aon Hewitt Eurozone Yield Curve as at 31
December 2017.
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The chart below shows the Euro area yield curve as at 31 December 2017
as published by ECB, which is based on AAA-rated euro area central
government bonds.
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All charts show the point on the yield curves with approximately the same
duration as the Scheme’s liabilities (i.e. 21 years). The rates are also
summarized in the following table:

Yield Curve 31/12/2017
Aon Hewitt Eurozone Yield Curve 1.82% p.a
(AA-rated euro area corporate bonds) ' p-a.
Euro Area Yield Curve 115% p.a
(AAA-rated euro area central govt bonds) ' p-a.

As per the requirements of Law 208(1) 2012, the maximum rates of interest
used shall be chosen prudently and determined in accordance with any
relevant rules of the home Member State. These prudent rates of interest
shall be determined by taking into account:

— the yield on the corresponding assets held by the institution and
the future investment returns, and/or

— the market yields of high-quality or government bonds.

Thus, the full spectrum of choices for setting the discount rate assumption
is presented in the following charts:
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The long-term investment strategy as outlined in the Statement of
Investment Principles is broadly 75% income assets (10% cash, 40% local
Government bonds, 15% investment-grade Eurozone Corporate bonds,
10% global Corporate bonds) and 25% growth assets (5% local equities,
15% global equities, 5% property). The long-term investment strategy of
the Scheme has not been implemented yet.

At 31 December 2017, it has been calculated that, over the next 10 years,
the Scheme’s assets as per the long-term investment strategy have an
expected return of 1,7% p.a. in excess of AAA-rated Eurozone government
bond yields (i.e. 2,9% minus 1,2%) and the probability that they outperform
these yields over this period is around 74%, as displayed on the following
chart.

Selected Strategy

100% -
80%
60%
40%

20%

0%

Probability of achieving target

0,5% 1,0% 1,5% 2,0% 25%

Over-performance relative to risk-free rate

In assessing the level of prudence in the discount rate, it is useful for the
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Pension Increases

Mortality

Trustees to consider the question "What is the probability of the Scheme's
assets returning X% p.a. above the rate of increase in the Scheme's
liabilities (assuming they increase in line with government bond yields)?"

Based on the Scheme's strategic asset allocation, Aon Hewitt's "Capital
Market Assumptions” at 31 December 2017 and Aon Hewitt’'s projection
methodology, we have assessed that the likelihood of the Scheme's assets
returning at least 0,5%/1,0%/1,5% p.a. above the increase in the Scheme's
liabilities is of the order of 68%/62%/54% over the next 10 years (as shown
in the diagram below).

Selected Strategy
100% -

80% | 74%

68%

60% -

40% -

20% -

0% -

Probability of achieving target

0,0% 0.5% 1,0% 1,5% 2,0% 2,5%

Over-performance relative to risk-free rate

As at 31 December 2017, government bond yields were at relatively low
levels. Most commentators (including ourselves) believe that in the
medium term government bond yields will revert to higher, more "normal"
levels. Because of this, the market already prices in an expected increase
in such levels over the medium term which partly feeds through into the
valuation assumptions through using the yields at the duration of the
liabilities rather than at shorter terms.

However, our view is that yields will rise by more than the markets are
pricing into medium-term government bond vyields currently. So an
argument could be put forward to increase the "government bond yields +
[X]% discount rate" for this actuarial valuation.

Based on all of the above, we have set the discount rate by reference to
the single "spot" yield on the AAA-rated euro area central government
bonds yield curve at the duration of the liabilities (i.e. 21 years), plus a
margin of 100bps to allow for future expected returns of the current
investment strategy, leading to a discount rate assumption of 2,20% pa
(i.e. 1,2% + 1,0%).

Increases are not applied on pensions in payment and pensions in
deferment as per the Scheme rules.

We have thus used a pension increases assumption of 0,00% pa.

We have used a general mortality table called BVG2015 which is based
on Swiss mortality (this is the new version of the EVK2000 life tables). We
believe this table is a reasonable representation of expected mortality for
Cypriot employees. The expected life for a male and female aged 65
under this table is 85,24 and 87,34 respectively.
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Normal Retirement
Age

Other Exits from
Service

e Immediate retirement for members who have completed 40 years of
contributory service.

e Age 65 for members who have completed 35 years of contributory
service.

e Age 70 otherwise.

We have adopted a nil assumption for other pre-retirement exits (like
disability, voluntary withdrawals, redundancy).

The table below summarises the assumptions adopted as at 31/12/2017:

Assumptions 31/12/2017
Discount Rate 2,20%
Pension Increases 0,00%
Mortality BVG2015

Normal Retirement Age

Service -related

Other pre-retirement exits

None
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Investment Risk

Interest Rate Risk

Inflation Risk

Salary Increase Risk

Risk of changes in
funding regulations

In a defined benefit pension plan the scheme is exposed to investment
risk. The impact of this risk is driven by:

= Extent to which the liabilities and assets are ‘matched’
= Returns and volatility of the asset classes invested in

A relatively high level of cash exposure and unmatched strategy is likely
to expose the Fund to significant levels of investment risk. Proper Asset-
Liability Management and Implementation could reduce this risk.

In a defined benefit pension plan the scheme is exposed to interest rate
risk. The impact of this risk is driven by changes in interest rates and to
the level of matching between assets and liabilities. Interest rates impact
both the accounting valuation and typically the funding valuation of a
defined benefit plan.

As interest rates rise/fall, the valuation of the defined benefit pension
liabilities  will  decreasel/increase, unless offset by similar
decreases/increases in the value of the assets.

In a defined benefit pension plan the scheme is exposed to inflation risk.
The impact of this risk is driven by the annual level of inflation, changes to
the long-term expectations for inflation rates and the level of matching
between the assets and liabilities.

In general, annual levels of inflation drive on year-on-year increases in
benefits payable and accrual/revaluation. Pension increases are linked to
inflation, sometimes subject to a cap. Also, salary increases are directly
influenced by the levels of inflation. The assumptions for both pension
increases and salary increases are derived with reference to expected
inflation.

The APF is not exposed to such risks, since the benefit is not linked to
salary and no increases are granted to pensions.

In a defined benefit pension plan the scheme carries the risk of high
salary increases in respect of the liabilities for active members.

Annual levels of salary increases drive year-on-year increases in benefit
accrual under a final salary pension scheme. As expected long-term
future salary increases rise, the valuation of the defined benefit pension
liabilities will increase, unless offset by similar increases in assets.

The APF is not exposed to such risks, since the benefit is not linked to
salary.

In a defined benefit pension plan the scheme carries the risk that funding
regulations change. Changes in funding regulations could impact the
level of technical provisions and the levels/timing of contributions
required.
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Discount rate

Funding surplus/deficit

Funding ratio

Funding target

Present value

Projected unit method

Prudent

Recovery plan

This is used to place a present value on a future payment. A ‘risk-free’
discount rate is usually derived from the investment return achievable by
investing in government gilt-edged stock. A discount rate higher than
‘risk-free’ rate is often used to allow for some of the extra investment
return that is expected by investing in assets other than gilts.

This is the value of assets less the funding target. If the funding target is
greater than the value of assets, then the shortfall is called the funding
deficit.

This is the ratio of the value of assets to the funding target.

An assessment of the present value of the benefits that will be paid from
the scheme in the future, normally based on pensionable service prior to
the valuation date.

Actuarial valuations involve projections of pay, pensions and other
benefits into the future. To express the value of the projected benefits in
terms of a cash amount at the valuation date, the projected amounts are
discounted back to the valuation date by a discount rate. This value is
known as the present value.

This is one of the common methods used by actuaries to calculate a
recommended contribution rate to the Fund. The method calculates the
present value of the benefits expected to accrue to members over a
period (often one year) following the valuation date. The present value is
usually expressed as a percentage of the members’ pensionable pay. It
allows for projected future increases to pay through to retirement or date
of leaving service. Provided that the distribution of members remains
stable, with new members joining to take the place of older leavers, the
contribution rate calculated can be expected to remain stable, if all the
other assumptions are borne out. If there are no new members, however,
the average age will increase and the cost of benefits accruing will rise.

Prudent assumptions are assumptions that, if the Scheme continues on
an ongoing basis, are more likely to overstate than understate the amount
of money actually required to meet the cost of the benefits.

Where a valuation shows a funding shortfall against the technical
provisions, trustees must prepare a recovery plan setting out how they
plan to meet the statutory funding objective.
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Cronje & Yiannas Actuaries and Consultants Ltd has been engaged by the Advocates Pension Fund
to undertake an independent peer review of the design review report prepared by AON. The main
Peer Reviewer's findings and our comments are set out below.

We note the general comment that the Peer Reviewer has verified the general reasonableness of the
calculations of our report. In relation to the detailed findings of the Peer Reviewer we outline our

response below:

Base scenario

Combined pensioner
and dependant liability

Base scenario

Liability for in-active
members

Parametric Change
scenarios

Combined pensioner
and dependant liability

Peer Reviewer's comment:

"Based on the calculations of the Independent Peer Reviewer, we would
expect the combined pensioner and dependant liability to be c¢. 20%
higher compared to the quoted amounts in the Author’s report (€31.7m for
pensioners and €6.9m for dependants). This deviation in the results would
add approximately €8m of additional liability to the results presented in the
Author’s report and would therefore reduce the funding level on the
central scenario to 22.9%."

Author's response:

The Author is basing its calculations on 12 monthly pension instalments,
whereas the Peer Reviewer has allowed 14 monthly pension instalments.
This explains most of the Peer Reviewer's deviation in this calculation.

Peer Reviewer's comment:

"In addition to the above, based on the data provided we would expect the
liability for in-active members to be c. 22% lower compared to the
amounts in the Author’s report. It is noted, however, that data for this
category of members is limited and any assumptions made in the
calculations (e.g. dates of birth) could materially impact the results. As
such, significant variations between valuations are possible."

Author's response:

As correctly noted by the Peer Reviewer, the data for this category of
members is very limited. Thus, the results for this member category could
be materially impacted by the assumptions and methodology adopted for
the purposes of valuating the liability. However, any deviation in the result
for this category arising from changes in assumptions/methodology would
not alter the main conclusions and recommendations of our report.

Peer Reviewer's comment:

"For parametric change (“PC”) 4, the combined liability for active and
inactive members would be expected to be approximately 20% higher
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considering the impact of the proposed reform under this scenario.”

Author's response:

The Author is basing its calculations on 12 monthly pension instalments,
whereas the Peer Reviewer has allowed 14 monthly pension instalments.
This explains most of the Peer Reviewer's deviation in this calculation.

It is not clear how the Peer Reviewer derives the implied service cost, so
no comment can be made on this. However, we do not consider this to be
of such significance to alter the main conclusions and recommendations
of our report.

Peer Reviewer's comment:

"For PC5, the combined liability for active and inactive members would be
expected to be approximately 12% higher considering the impact of the
proposed reform under this scenario."

Author's response:

The Author is basing its calculations on 12 monthly pension instalments,
whereas the Peer Reviewer has allowed 14 monthly pension instalments.
This explains most of the Peer Reviewer's deviation in this calculation.
Any residual deviation is not of such significance to alter the main
conclusions and recommendations of our report.

Peer Reviewer's comment:

"The employee contributions and stamps under PC4 and PC5 have
changed compared to the projections in previous parametric scenarios.
These contributions should remain unchanged as they are unaffected by
the proposed parametric changes under PC4 and PC5."

"The employee contributions and stamps under PC7 have changed
compared to the projections in previous parametric scenarios. These
contributions should remain unchanged as they are unaffected by the
proposed parametric changes under PC7. The additional contributions set
out under the Recovery Plan for the PC7 appear to be inconsistent with
the contributions calculated under other scenarios."

Author's response:

Under PC4, PC5 and PC7, the service period required by a member to be
completed in order to be eligible for a full/lunreduced benefit is higher
compared to the other Parametric Change scenarios. Given (a) the
above, (b) the fact that the Normal Retirement Age is set as the age at
which an active member becomes eligible for full/unreduced benefit and
(c) the assumption for new entrants such that the population is stable over
the projection period, the number of active members in service is
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comparatively higher under those three scenarios.

Since the amount of employee contributions is dependent on the number
of active members (i.e. contributors), then a higher number of active
members implies a higher total amount of employee contributions.

Peer Reviewer's comment:

"The mortality assumption proposed by the Author represents a very
prudent assessment of mortality compared to the 2014 actuarial valuation
of the Fund, the latest available social security study for Cyprus and, in
particular, the Author’s own assessment of expectations for the mortality
of Cyprus employees as per the recent actuarial valuation report of the
CYTA Pension Fund as at 31 December 2017 dated 21 June 2018
(source: www.cytapensionfund.org)."

Author's response:

We have used a general mortality table called BVG2015 which is based
on Swiss mortality (this is the new version of the EVK2000 life tables).
This table is based on the most recent study of mortality and demographic
statistics in Switzerland and includes allowance for continuing future
mortality improvements which is consistent with the requirements of the
law.

Noting that there are no standard tables available for the Cypriot
population, it is common to reference foreign mortality studies for funding
valuations for Cypriot funds. It is important to highlight that in order to
derive a reliable scheme-specific mortality assumption, a sufficient
dataset of actual historic data is needed covering a population of at least
several thousands.

We believe the BVG2015 table is a reasonable assumption for the scope
of the work in this project. We note, that different assumptions and
methodology may be adopted for other purposes (e.g. a cash equivalent
conversion for transition to Defined Contribution). We

The mortality assumption adopted by the CYTA Pension Fund for the
purposes of the actuarial funding valuation has been set by the Trustees
of the CYTA Pension Fund as part of their overall funding basis and in line
with their Statement of Funding principles. We do not believe that this is
directly relevant to this study.

Peer Reviewer's comment:

"The impact should be assessed on both the future and past service
liabilities separately and may require different benefit reforms for past and
future service."

Author's response:

We do not agree that this level of complexity is necessary. The range of
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reforms presented is not exhaustive and further analysis can follow once
a reform strategy is agreed by the Board.

Peer Reviewer's comment:

"Whilst the number of parametric change scenarios present a good range
of reforms, it appears that none or very few of the scenarios would lead to
a sustainable design for the Fund."

Author's response:

We do not agree with this conclusion. Our results indicate that there are a
number of parametric reforms that can lead financial sustainability. We
agree that the feasibility of such reforms should be carefully assessed.
Further, we agree that once a reform strategy is agreed, further analyses
can be provided including illustrations on the impact on different member
categories.

We agree with most of the Peer Reviewer's conclusions in this section.
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