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1.Introduction and Purpose

This document is the Statement of Investment Principles (the “SIP”) for the CYTA Pension Fund (the
“Fund”). The Statement was ratified by the Trustees of the Fund on 26/01/2023.

The SIP sets down the principles which govern the decisions about investments that enable the Fund to
meet the requirements of the Pensions Law 16(1), 2020 (the "Law"). The SIP documents the main guiding
investment principles for the Fund and the Trustees commit to honoring these as a key part of its
governance structure.

The SIP has been prepared in accordance with all relevant legislation. The Trustees will review this
Statement no later than three years after the effective date and without delay after any significant change
in investment policy.
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2.Investment Objectives and Strategic Asset Allocation

The Trustees understand that the investment objective, targets and aims set out below are closely related
and that they should be examined in conjunction with the Fund’s funding objectives. These are listed in

Annex Il

The primary investment objective of the Fund is:

Primary Fund investment objective

To invest prudently so that all benefit promises can be met at an acceptable level of risk.

To meet this objective, the Trustees established the following targets for the next 10 years:

Investment targets

The Trustees define the primary risk objective as the minimum Funding Level achieved with 95% probability
at the time horizon, and have set the minimum Funding Level achieved with 95% probability at the time

horizon at 50%.

Subject to the above risk objective, the Trustees aim to maximize the Funding Level at the time horizon.

The Trustees underlying aims for setting the above objective and targets are:

m Tochoose and implement an investment strategy that satisfies the requirements of the Cyprus Pension
Fund Law and complies with the Fund’s Statement of Investment Principles.

m To maximise the Fund’s investment return subject to an acceptable level of risk. The attempt to
maximise return may involve departing from the benchmark position and hence conflict with the risk
target. It is, therefore, essential that the level of risk involved is determined with reference to the value
of the assets relative to the value of the liabilities (“Deficit or Relative Value at Risk”).

m  To take risk in accordance with the risk attitudes of the Sponsor and the Fund

m Toimplement an investment strategy that minimises actuarial risk, having regard to the Fund Liability
features summarised below:

- Nature: 100% real, linked to salary and price inflation

- Term: Duration of 14 years

- Currency: Euro

- Cash flow uncertainty: Based on Fund design and Actuary’s assumptions

- Cash flow requirements: Low
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The Trustees established their investment strategy after taking expert advice. The latest formal
presentation on strategic asset allocation is dated 26/01/2023, was based on Aon's Capital Market
Assumptions of 31/10/2022 and forms the basis of the current strategy. In deciding on the strategy, the
Trustees considered and modelled risk, particularly actuarial risks such as duration mismatching risks and
the risk of not meeting their objectives. These topics have been addressed in the Fund’s most recent

The Trustees’ long-term investment strategy is embodied within its adopted Strategic Asset Allocation
(SAA). The Strategic Asset Allocation is summarized in the table below:

Permitted Range,

Asset Class Target Allocation, % Benchmark
%
Equity Assets 30,0% 15,0% - 45,0% Weighted Composite
Global Equity 21,0% 14,0% - 28,0% MSCI All Country World Index
Infrastructure Equity 7,0% 2,0% - 12,0% FTSE Developed Core Infrastructure 50/50 Index
Private Equity 2,0% 0,0% - 4,0% MSCI All Country World Index + 3% p.a.
Bond Assets 37,0% 17,0% - 57,0% Weighted Composite
European Government
15,0% 5,0% - 25,0% FTSE EMU Government Bond Index
Bonds
Global Investment Grade Bloomberg Barclays Global Aggregate — Corporates
10,0% 5,0% - 15,0% i
Bonds Index (Hedged in Euro)
Absolute Return Bond .
8,0% 3,0% - 13,0% Euribor 3M + 1,5%
Funds
High Yield Debt 2,0% 0,0% - 4,0% Bloomberg Barclays Global High Yield Index
Private Debt 2,0% 0,0% - 4,0% Credit Suisse Leveraged Loan Index
Alternative Assets 18,0% 8,0% - 28,0% Weighted Composite
Global Property 4,0% 0,0% - 10,0% MSCI PEPFI Index
Local Property 2 11,0% 6,0% - 16,0% N/A
Hedge Funds 3,0% 0,0% - 10,0% HFRI Fund Weighted Diversified Index
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Cash 15,0% 5,0% - 55,0% Euribor 3M

Results : Time Horizon 10 - years

Expected Funding Level at the Time Horizon 105,7%
Risk on Funding Level: 5% Funding Level at the Time Horizon' 55,2%
Implied Expected Return (over Time Horizon) 5,2% per annum
Implied Risk on Return: 5% Level Return (over Time Horizon)? 1,3% per annum

" The definition of Funding Level Risk implies that there is 5% probability that the Funding Level of the Fund at the time horizon (i.e. after 10
years) will be 55,2% or lower.

2 The definition of Risk on Return implies that there is a 5% probability that the return on assets over the time horizon (i.e. the 10 year period)
will be 1,3% per annum or lower
? The Trustees would take all necessary steps not to reach the maximum level for this asset class although they recognise that an increase in

value may result due to the particular circumstances of the Fund. It is the Trustees intention not to actively pursue any investment move or
initiative that increases the Fund’s position and exposure in this particular asset class.

3.Risks and how they are managed

The primary risk management process is the overall investment process utilized as outlined in the next
section. The main areas of risk with this type of arrangement are as follows:

Investment Constraints

In order to control risk the Trustees undertake to respect the exposure limits set down in the Law. In addition
to these, the Trustees have set a maximum limit of 10% allocation to Hedge Funds due to the complexity
of this asset class. Also, in order to further limit the complexity of Hedge Funds' allocation, the Trustees
decided to implement the Hedge Fund allocation using UCITS regulated managers only. They have also
established permitted exposure limits about the strategic allocations to broad asset classes.

The Trustees acknowledge that both active and passive management are appropriate, and in order to
minimize costs and complexity, they have set a maximum allocation to actively managed strategies to 75%
of total equity assets (excluding Private Equity) and to 50% of total bond assets (excluding High Yield Debt
and Private Debt). Private Equity, High Yield Debt and Private Debt are excluded from this constraint due
to the fact that these asset classes are by nature actively managed.

Investment manager risk

Poor decisions by an investment manager can adversely impact the Fund. This risk is mitigated by the fact
that all global underlying managers are chosen by the Trustees after a detailed due diligence and research
process developed by the Consultant for specific investment matters. The approach aims to identify
excellent fund managers by focusing on in-depth quality research. The Trustees receives reports on
performance from all fund managers and reviews the performance of the assets on a regular basis. In the
event that the Trustees are unhappy with the performance of the asset managers they may choose to
replace them.

The Trustees use a range of fund managers to diversify manager risk. Unless passive management is
implemented, the Trustees undertake not to invest more than 5% of the Fund's assets to any manager, and

each asset class has to be implemented with a minimum of 3 managers, unless the asset class represents
less than 10% of Fund's assets in which scenario a minimum of 2 managers is required. If passive
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management is implemented, the asset class has to be implemented with a minimum of 2 managers and
no maximum allocation of Fund's assets to any manager is set.

The Trustees have set a minimum requirement for appropriate managers' strategies to invest in, to have at
least €500m assets under management. The specific instruments or vehicles (i.e. mutual funds) that belong
to such strategies are permitted to have less than €500m assets under management.

The Consultant for specific investment matters may request approval from the Trustees to invest in a
strategy with less than €500m assets under management, if such a strategy is shortlisted as an appropriate
one.

Concentration risk

The Trustees acknowledge that, in principle, prudential asset management requires an adequate level of
diversification both across and within asset classes. The Trustees undertake to ensure that a very broad
range of asset classes is considered for investment. Moreover, it undertakes to ensure that each asset
class is appropriately diversified by geographical region, industrial sector, security type, issuer and other
investment criteria, where possible. Furthermore, each manager is expected to manage properly diversified
portfolios and to spread assets across a number of individual shares and securities. The Trustees monitor

this regularly.

Currency risk

The Fund's investments may have overseas exposure and are therefore subject to the impact of the change
in price of the Euro currency against other currencies.

The currency exposure is hedged to eliminate this risk within Global Bonds where the currency fluctuations
may change the volatility nature of this investment significantly. Currency hedging will also be used for
hedge funds.

Use of derivatives

According to the Law, the use of derivative securities is permitted only to reduce or control risk. Investments
in hedge funds made with the aim of improving overall portfolio efficiency may be exempted from this
condition. The Fund may allow the selected fund managers to use derivatives to the extent that this use
will aim to reduce the portfolio risk. '

Credit risk

One party to a financial instrument may cause a financial loss to another party by failing to meet their
contractual obligation. The credit risk that the Fund is exposed to arises from holdings in the underlying
investment funds. Credit risk has been managed through use of diversification and the assets are in pooled
vehicles which are ring-fenced should any problems befall the underlying managers.

Liquidity risk
Assets may not be readily realizable - some investments are not easy to sell, meaning it can take some

time to get money returned or transferred to another fund. The majority of the asset classes exhibit high
liquidity. The Trustees have set a minimum allocation to cash of 3%.

Operational risk

The risk of fraud, poor advice or acts of negligence committed by the underlying managers or other
stakeholders. This risk is mitigated by internal controls, audit and reporting of underlying managers and the
Consultants.
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4.Investment Process

The Fund follows a robust investment process which is summarized below:

m Frequency of Review of the Strategic Asset Allocation (SAA) and the SIP
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According to the Directive, the Trustees undertake to review this SIP at least once every three years
and earlier if deemed necessary. It is to be reviewed without delay after any significant change in the
Fund’s investment policy or any other event that the Trustees consider as significant.

m Professional advice and Responsibility

The Trustees have ultimate responsibility for all investment decisions made. However, where the
Trustees do not have the expertise or the resources to perform certain tasks, they may take advice

from external parties.

The Trustees meet frequently in order to review issues related to the assets of the Fund. In particular

they:
- receive and review reports on investment performance

- receive incidental advice on the implementation of the investment programme

- liaise with third party investment services providers
- monitor the performance of the Fund

The investment objectives are defined in section (2) of this document. The constraints set are shown below:

Constraints

The following table gives the target exposures to each asset class for the purposes of demonstrating
compliance with Directive 2/2010 and the Law.

Asset class :I:t aw, po/irmltted
Assets denominated in any one foreign currency 10

Total assets denominated in foreign currency 30

Total investment in shares and non-government bonds 70

Assets denominated in total issuance of each bond issuer 10

Assets denominated in issued share capital of each listed company 5

Exposure to each property 10

Assets in non-regulated markets 40

Exposure to alternative investments (excluding property) 15

8/14

Ap. Eyypaerig: T.Z. 3257 ¢ O86¢ TnAetrikoivwviwy, 2014 ZpdBolog ¢ T.© 24929, CY-1396 Acukwaia, Kitpog
TnA.:+357 22701351 ¢ TéAepal: +357 22701402 + www: cytapensionfund.org ¢ e-mail: tshy@cyta.com.cy



Tapeio Zuvrd&ewv
“‘. Kal Xopnynpdruv
YnaAAidwv ATHK

Tactical Asset Allocation / Rebalancing
The appointed asset manager is allowed to invest within the ranges described above. If there is a need for
rebalancing due to market valuations or due to tactical views the Trustees will need to approve this.

In cases where the Fund's asset allocation deviates from the permissible ranges of the strategic asset
allocation, the Trustees commit to rebalancing this within the stated ranges. This rebalancing should be
performed in a way that protects the Fund from adverse price movements resulting from dramatic asset

moves.

The Trustees commit to rebalancing the Fund’s asset allocation within its strategic permissible ranges
within a reasonable time period while also considering:

(a) the specific characteristics of each asset class category,

(b) the prevailing market conditions,

(c) the extent to which the Fund's stated investment profile/risk budget has been affected/altered

(d) the future cashflows in and out of the Fund.

Furthermore, where the Fund's asset allocation is close to the upper or lower limits of the permissible
ranges for each asset class, the Trustees will take prompt corrective action where necessary in order to
avoid a breach of these limits.

Medium Term Asset Allocation

The Trustees aim to benefit from dislocations in the market by taking advantage of excessive under or over
valuation. They also considerable fundamental and quantitative analysis, including views on the major
investment themes, to make such decisions

On a quarterly basis they receive a report from their Consultant for generic investment matters,
summarizing their medium term views which are under continual review based on global economic and
market developments, together with changes in market levels.

The Consultant for specific investment matters suggests changes to the strategic mid points of each
investment option to capitalize on medium-term opportunities. The suggested changes remain within the
permissible ranges of the SAA.

Performance analysis and monitoring

The Trustees have established a formal cycle of investment performance review as a further risk control.

Consolidated investment performance reports will be submitted to the Trustees and will include, at a

minimum:

- net returns in each asset class over the past quarter, year and longer terms as applicable for each
investment mandate

- areport of whether each mandate objective, and as a whole, have been met or not

- areport on the reasons for noteworthy performance outcomes

- aconfirmation that the conditions of the mandate as set in its established Investment Guidelines have
been respected. Where breaches occur, reasons for every breach should be given and the planned
corrective action documented.

- anumber of risk measurement quantities, including risk-adjusted return ratios, volatility measures and
downside risk measures, both retrospective and prospective.
Environmental, Social & Governance (ESG)

In setting the Strategic Asset Allocations, the Trustees' primary concern is to act in the best financial
interests of the Fund and its beneficiaries, seeking the best return that is consistent with a prudent and
appropriate level of risk. The Trustees believe that ESG factors can have an impact on the performance of
its investments, and that the management of ESG risks and exploitation of ESG opportunities can add value
to its portfolio.

9/14

Ap. Eyypagrig: T.Z. 3257 » 036¢ TnAetrikovwviwv, 2014 Z1pdBoAog » T.0O 24929, CY-1396 Acukwoaia, Kutrpog
TnA.:+357 22701351 ¢ TéAepag: +357 22701402 + www: cytapensionfund.org * e-mail: tshy@cyta.com.cy



Tapeio Zuvtaéewy
“‘. Kkal XopnynpudTwy
YnaAAiAwyv ATHK

As part of their delegated responsibilities, the Trustees expect the Fund's investment managers, where
appropriate, to have integrated ESG factors as part of their investment analysis and decision making
process. The Trustees regularly reviews the continuing suitability of the appointed investment managers
and takes advice from the Consultant for specific investment matters with regard to any changes.

5.Roles and responsibilities

The Trustees of the Fund have the ultimate responsibility for all investment decisions. However, where it
does not have the expertise or the resources to perform certain tasks it may take advice from external

parties.
The table below lists the third parties appointed by the Trustees of the Fund:

Appointed party Remuneration

Consultant for general investment matters: Aon Solutions (Cyprus) Ltd

Role: To assist the Trustees in formulating and monitoring the long-term asset
strategy. This includes:

- Preparation of the Strategic Asset Allocation, Statement of Investment
Beliefs and Statement of Investment Principles

- Monitoring of the performance of the Fund's investment portfolio through
quarterly monitoring reports and quarterly MTAA reports

- Studies and advice on investment policies and methods of investment
risk management

- Evaluation of the performance of the Fund's Consultants for Specific Fixed pre-agreed
Investment Matters and the implementation level of the chosen

investment strategy

- Advice, and where needed and/or required drafting of documents,
relating to the governance of the Fund and compliance with relevant
Legislation and Directives and other requirements of the Registrar of
Occupational Retirement Benefit Funds

- Provide Risk Management advice and where needed drafting of relevant
documents, relating to the Fund

- Regular attendance and support at Trustees' meetings; and

- Trustees' Training
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Consultant for specific investment matters: Argus Stockbrokers Ltd )
) ) ) Fixed pre-agreed
Role: To assist the Trustees in the implementation of the long-term asset strategy.

Custodian: Fixed % of the total
assets under
1. Eurobank Cyprus custodianship
. < »
= 11
Chairman Secretary Treasurer /
Name: Charis Millas Name: Nayia Stylianidou Name: Philippos Psiloinis

Date: 23 February 2023

11/14

Ap. Eyypaerg: T.Z. 3257 + 0866 TnAemikoivwviwy, 2014 Z1pdBolog ¢ T.O 24929, CY-1396 Acukwoia, KGTrpog
TnA.:+357 22701351 * TéAepag: +357 22701402 » www: cytapensionfund.org ¢ e-mail: tshy@cyta.com.cy



Tapeio ZuvraEewy
“‘. Kal Xopnynpudrwy
YnaAAAwv ATHK

Annex | — Contact details

Neoklis Theodotides

General Manager

CYTA Employees Pension Fund

Tel: 22 707098

Fax: 22 701402

Email: neoklis.theodotides@cyta.com.cy

12/14

Ap. Eyypaeric: T.Z. 3257 ¢ Od6g TnAemikovwviwy, 2014 ZTpoBoAog + T.0 24929, CY-1396 Asukwoaia, Kitrpog
TnA.:+357 22701351 » TéAepag: +357 22701402 ¢ www: cytapensionfund.org ¢ e-mail: tshy@cyta.com.cy



Tapelo TuvrdEewv
“‘. Kal Xopnynudrwy
YnaAAnAwyv ATHK

Annex Il - Summary of defined terms

Term Definition
Funding level Asset Value / Liability Value
Sponsor CYTA

The percentage allocation of the Fund to each of the main asset classes (equities,
Strategic Asset bonds,' pr(_)perty, cash etc) which is the resylt of a modeling.ex_e.r_cise. Th@s
Kllocation allocation is closely related to the characteristics of the Fund’s liabilities and is

altered only if there is a significant change in the Fund’s liability profile and/or the
Trustees’ investment objectives

Tactical Asset The tactical moves around the strategic asset allocation and within the ranges
Allocation permitted in order to reflect short-term market expectations

A portfolio of bonds with characteristics similar to the liabilities. It is used as a
benchmark for appraising risk-return characteristics of asset portfolios relative to
. the liabilities. It represents a low-risk way to invest relative to the liabilities, but does
Iﬁom:R[!sk not eliminate risk entirely as the following risks remain:

ortiotio m  Re-investment risk for the very long-dated liabilities
m Real salary increases for the active members (liabilities)
m  Demographic related risks (mainly longevity risk)
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Annex lll - Funding Objectives

The funding objectives of the Trustees of the Fund are:
m Primary objective is to meet benefit payments (liabilities) as they fall due

m Subject to meeting the above, the desire is to control the level and variability of the Sponsor’s
contributions to the Fund

m Further to the above it is important to have an understanding of the ability of the Sponsor to absorb an
increase in cost

m The Trustees aim to maintain a funding level of over 100% over 10 years
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