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Chalrman’s and Managing Director’s Foreword

The fiscal year ended 30 June, 2016 reminded us all of just how volatile and fragile the global
investment markets can be. Events that impacted the markets tested the resilience of the
investment strategy implemented by the Public Service Pensions Board (the “PSPB”) to manage
the Public Service Pensions Fund {the “Fund”) — a test that we passed.

It is important to note that while our returns were not as high as they have been in the [ast four
or five years, comparatively they are probably more impressive. For context, consideration
should be given to the fact that, during the twelve months between 1 July 2015 and 30 June
20186, significant economic and political events such as the strengthening of the US Dollar; the
Federal Reserve’s first rate hike in almost a decade; devatuation of the Chinese Yuan; further
aggravation of the unrest in the Middle East and finally the U.K."s referendum to leave the EU
(Brexit). With that in mind, the fact that the Fund was able to end the period strong and achieve

a return of 5.3% on a consolidated basis, is a testament to the structure and investment
strategy of the Fund.

Despite the additional attention that the global markets demanded from the PSPB and its team
of advisors and investment managers this past fiscal year, we were simultaneously into our
collaborating with the Portfolio of the Civil Service {“PoCS”) to amend the legislation governing
all three Plans under our administration.

The amendments to the Parliamentary Pensions Law adjusted the eligibility criteria to qualify
for pension benefits while the Judges Emoluments & Allowances Law was amended to bring
Magistrates onto the Judicial Pension Plan.

However, it was the change to the Public Service Pensions Law {“PSPL") that had the greatest
impact on the Civil Service participants due to the fact that it sought to increase the normal
retirement age from sixty to sixty-five. This initiative required broad stakeholder consultation
and several intensive reviews of the PSPL and Regulations in order to achieve the intended
outcomes. Although the amending legislation was not made effective during the past fiscal
year, we are pleased to announce that as at 9 September, 2016 it had come into force.

In addition to our collaboration with PoCS to increase the retirement age, we also worked with
the Ministry of Finance & Economic Development to establish new pension contribution rates
in line with the findings of the 2014 Funding Valuation Reports. This marked the first time since
the 2005 Funding Actuarial Reports that the contribution rates have been adjusted.

Finally, after considering the achievements of this past fiscal year we look forward to continuing
the momentum we have been building into the upcoming 18 month fiscal year, during which
the PSPB will celebrate its milestone 25" Anniversary.

(oA 4

Chalrman
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PUBLIC SERVICE PENSIONS BOARD

Background Information

The head office of the Board is located at 133 Elgin Avenue in George Town and responsibilities
of the Board include but are not limited to, administering the Plans, investing the Public Service
Pensions Fund {the Fund), communicating with the Plan employers and participants,
recommending contribution rates in accordance with the latest actuarial valuation, and
recommending amendments to the public sector pension plans and quantifying their financial
impact as needed. The main functions of the Fund are to recelve prescribed contributions,
invest and pay out pension benefits as they become due under the Law. The Fund is vested In
the Board.

The Public Service Penslons Board (the Board) was re-established as a Statutory Authority on 14
April 1999, by virtue of the Public Service Pensions Law, 1999, which repealed the Pensions Law
{1999 Revision) and was since revised periodically, culminating In the Public Service Pensions
Law (2013 Revision) (the Law). The Law with its amendments governs the Public Service

Pensions Plan {the Plan).

The Fund has a defined benefit and a defined contribution component. All employees who
joined the Plan prior to 14 April 1999 were enrolled in the Defined Benefit Part of the Plan.
Those employees joining after 14 April 1999 were enrolled in either one of the two components
depending on their circumstances. The Public Service Pensions (Amendment and Validation)
Law, 2000 which was passed on 20 June 2000 amended the date after which all new employees
were to be enrolled in the Defined Contribution Part of the Pfan to 1 January 2000.

PLANS UNDER ADMINISTRATION
Public Service Pensions Plan

Contribution Rates

Public servants who participate in the Plan contribute at the rate of 6% of pensionable earnings
and employers contribute a matching 6%. Contribution rates to cover additional defined benefit
costs are recommended by the Board based on the latest Actuarial Valuation. This additional
defined benefit cost largely reflects the eventual liability of benefits related to the past service
at the valuation date. The full liability for additional defined benefit costs is borne by each

respective employer.
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Payment of Benefits

The Law provides for payment of retirement benefits to eligible participants. The normal
retirement age is 60. However, participants with more than 10 years of qualifying service may
retire at age 55 with unreduced benefits. The maximum amount of pension payable shail not
exceed two-thirds of highest pensionable earnings drawn by a participant at any time during
the course of his/her service. The formula used to calculate retirement benefits varies
depending on whether the participant joined the service before or after 10 july 1980, with a
higher rate of benefit accrual to those who commenced service before that date.

As at 30 June 2016 there were 2,337 DB particlpants and 7,073 DC participants that were

participating in one of the following three categories — active participants; vested participants
and retired participants {see key for fusther explanation of each category).

DB Participants | DC Participants !
= Active (4,928) ‘
m Active (833) l
Vested (480) 11 Vested (1569)
\H/ Retired (1024) Retired (576)

Parliamentary Pensions Plan

The Board began to administer the Parliamentary Pensions Plan (the PPP) with effect from 1
September 1999,

Benefits under the PPP were paid directly from the Government’'s General Revenue on a
monthly basis for the first eight months of 1999, For the remainder of 1999, the Government
made quarterly pre-payments to the Fund to cover the payment of PPP pensions. This “pay as
you go” arrangement continued until the passage of the amendment to the Parliamentary
Pensions Law in August 2004, which mandated that the payment of parflamentary pensions be
made from the Fund. Under this new arrangement monthly pension contributions are made to
the Fund in accordance with the latest Actuarial Valuation.

The Elected Members of the Legislative Assembly participate in PPP as governed by the
Parliamentary Pensions Law, (2010 Revision). The defined contribution and defined benefit
members contribute at a rate of 6% of pensionable earnings and the Government contributes a
matching 6%. Contribution rates to cover additional defined benefit costs are prescribed by the
latest Actuarial Valuation and are borne by the Government. These contributions have been
pooled for investment purposes with those of the Public Service Penslons Fund.

7
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As at 30 June 2016 there were 45 DB participants and 13 DC participants that were participating
in one of the following three categories ~— active participants; vested participants and retired
participants (see key for further explanation of each category).

DB Participants DC Participants
1.
| Actlve (5) | Actlve (13)
i Vested (8) o Vested {0)
= Retired (32) Retired (0)
— E——— J

Judicial Penslon Plan

Judges of the Grand Court of the Cayman Islands participate in the lfudicial Pensions Plan (JPP).
Judges’ pensions fall under the remit of Her Excellency the Governor as set out in The Judges’
Emoluments and Allowances Law {2006 Revision). Members of the JPP contribute at a rate of
10% of pensionable earnings; the Government contributes a matching 10% and an additional
21% of pensionable earnings in accordance with the 1 jfanuary 2005 actuarial valuation for the
Judges in the defined benefit part of the JPP. ludges In the defined contribution part of the Plan
contribute at a rate of 10% while the Government pays at a rate of 20%. The assets duly
belonging to the Judges of the Grand Court are under the administration of the Board and
pooled with the assets of the other Plans for investment purposes.

The JPP started in 1997, notwithstanding the absence of the requisite order setting out Plan

details and specifics relating to administration of the Plan. The Judges Emoluments and
Allowances Order was effected by His Excellency the Governor in 2005.
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As at 30 June 2016 there were 3 DB participants and 3 DC participants that were participating in
one of the following three categorles — active participants; vested participants and retired
participants (see key for further explanation of each category).

DB Participants i‘ DC Participants |

= Active {1) B Active {3) i
17 Vested (0} & Vested (0) I
Retired (2) Retired (0}

Ex-Gratia Pensions

The Board administers the payment of Ex-Gratia Pensions on behalf of the Cayman Islands
Government under Section 6{1)(i} of the Public Service Pensions Law (2013 Revision). Provisions
contained in the Public Service Pensions {Ex-Gratia Pensions) Regulations (2012 Revision) and
the Public Service Pensions (Ex-Gratio Pensions) (Amendment) Regulations 2011 are also
applicable to the administration of Ex-Gratia Pensions. The ex-gratio recipients are former
Caymanian civil servants over the age of 60, who were not in receipt of any pension, allowance,
gratuity or other retirement or termination benefit, Those with an aggregate of four or more
years but less than 10 years of service receive an ex-gratia pension of $300 per month. Those
with 10 or more years of service received an ex-gratia pension of 5450 per month. Ex-Gratia

payments are not subject to increase for cost of living nor augmented annually across the
board.

The Government makes a quarterly pre-payment into the Fund to cover the expected payments
for Ex-Gratia Penstons for each quarter.

The Board does not charge a fee for the administration of the Ex-Gratia Pensions.

As at 30 June 2016 there were 180 former public servants in receipt of an Ex-Gratia pansion
benefit.
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OPERATIONAL OVERVIEW

Organizational Structure

Senior Management Team

Jewel Evans Lindsey, Managing Director — Mrs. Evans Lindsey has been the Managing Director
of the PSPB since its establishment in 1992. She has overall responsihility for the running of the
PSPB office, management of fund investments and as the Administrator she is responsible for
the administration of the Plans.

Ledra Lawrence, Deputy Managing Director/Chief Member Services Officer (interim) —

Ms. Lawrence has been with the PSPB since October, 2008 and took up her current post on

1 January, 2016. She works very closely with the Managing Director to provide key support in
running the PSPB office as well as managing the delivery of Member Services.

Angella Bent-Thomas, Chief Human Resources and Operations Officer — Mrs. Bent-Thomas
joined the PSPB in October, 2015. She provides business and strategic HR support to the
Managing Director while also having responsibility for the HR and Operations Department and
her four support staff.

Cal Powery., q.'hief Information Officer — Mr. Powery joined the PSPB in August, 2015. He is
responsible for the IT infrastructure of the organization as well as managing the IT and Projects
Department and his two support staff.

Faith Ebanks, Director, Financial Reporting Department ~ Ms. Ebanks has been with the PSPB
since June, 2005 in her current role. She Is responsible for providing financial reporting support
to the Managing Director and has responsibility for the Financial Reporting Department, the
functions of which include but are not limited to the payment of pension benefits; the
execution of financial reporting and compliance requirements and managing her two support
staff. Ms. Ebanks also assists the Managing Director with investment oversight.

Barton Solomon, Senior Manager, Financial Reporting Department — Mr. Sclomon has been
with the PSPB.since December, 2008 in his current role. He is responsible for assisting the
Director, Financial Reporting in executing the functions of the Financial Reporting Department.

Education and Training

During the fiscal year, one or more members of staff commenced towards attaining the
following certifications:
e Retirement Provision Certification (Pension Management Institute) ~ four (4) members
of staff began work towards acquiring this Certification in May, 2016.
o Certified Associate in Project Management (Project Management Institute) — One
member of staff continued work towards acquiring this certification during the course of
the fiscal year.
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The following training courses/learning forums were attended by one or more members of staff
during the fiscal year. it is important to note that as the PSPB filled the post of Chief
Information Officer during the period, training programs emphasized subject matter that would
assist with improving the IT infrastructure and overall operating environment of the
organization,

o A Holistic Approach to Cyber Risk Data Security: Driving Efficiencies Through Process

fmprovement and Technology {CISPA)

e Cybersecurity: A Governance and Audit Committee Perspective {American Institute of
CPAs)
Cyber Security: Key Elements for Success {Learning Tree International)
$QL Server DBA Essentials {Learning Tree International)
Writing SQL Queries (Learning Tree International)
Writing SQL Queries with SQL Server Management Studio (Learning Tree International)
Cloud Essentials {Learning Tree International)
Effective Customer Service Implementation and Operations of Good Control
Framewaorks {CISPA)

The following training courses/learning forums were attended by one Board Member during
the fiscal year:

e The Public Funds Forum

The following certifications were attained by one Board Member during the fiscal year:
e Certificate of Achievement in Public Plan Policy: Health and Pensions Parti & Ii
(International Foundation of Employee Benefit Plans)

Key Objectives/Achievements During the Period

Organizational Effectiveness Review:

As the PSPB continues to improve the service to its members, during fiscal year 2015/2016, the
PSPB engaged in an arganizational review. The purpose of this review was to put inplacea
structure which will support the PSPB’s mission, which is to provide best in class investment
programs and excellence in pension services, 50 as to provide public sector employees with
retirement benefits that are adequate, equitable and safe. To support this new structure, the
PSPB also performed a complete review of the job requirements descriptions for members of
the Pension Administration Department (PAD).

The implementation of the revised structure is being done in a staged manner and completion
of all structural amendments is expected in 2017.
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Implementation of Recommendations from IT Consultants:
Further to outcome of the review performed by the IT consultants which was approved by the
Board for implementation, the PSPB was able to commence work on the following objectives
during the period:
® Review of existing IT service providers
o Prepare Project scoping document to identify suitable workflow tracking and electronic data
management system
Prepare a project scoping document for the identification of a suitable pension administration
system inclusive of e-portal to improve member services.

e Commence comprehensive review and implementation of Standard Operating Procedures
(SOPs) across all departments, inclusive of an aggressive internal training program.

@ Initiate separation of IT infrastructure from management under CSD to achieve Improved SLAs

As a result of implementing the IT consultant’s recommendations, the PSPB will have instailed
the IT infrastructure, inclusive of an enforceable Service Level Agreement, that will allow the
organization to execute and achieve its strategic objectives.

Implementation of Normal retirement Age (NRA) Changes:

Further to the approval by Cabinet of the proposed increase in the retirement age from 60 to
65, the PSPB continues to collaborate with PoCS to implement the requisite amendments to
legislation.

As part of the implementation process the PSPB participated in the drafting of amended
legislation as well as taking part in sensitization/educational exercises to bring awareness to the
public service on the implications of the increase.

On 9 September 2016 the amendment legislation was effected.

Outlook for the Upcoming Fiscal Year Ending 31 December 2017

Further to the 2014 actuarial valuations have been tabled in the legislative assembly, the PSPB
will ensure implementation and collection of pension contribution rates based on the
regulations (which came into force on 1 July, 2016) in order to secure the long term
sustainability of the Fund. To this end, the penalty for late payment of contributions will be
reinstated during the fiscal year ending 31 December 2017.

Further to the implementation of legislation to increase the normal retirement age as of "
September, 2016, the PSPB will contlnue its collaboration with the PoCS to ensure that the
normal retirement age is increased successfully.

The PSPB also intends to Initiate a tender process(es) to procure the following:
o Animproved pension administration system
o Eportal
o Website
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o Workflow system

o Electronic document management system
Additionally, the PSPB will be reviewing and cost a number of enterprise initiatives to contain
cost and create efficiencies, which include:

Dashboard system

System integration

Expense management system
Time management

Global mobifity management
Performance management
Digital pension forms

o o000 0O0

Finally, the continued phased approach to revising the legislative framework governing the
pensions Plans under administration by the PSPB in the context of best practice with the wider
pension industry in consultation with the Deputy Governor and the PoCS.

INVESTMENT OVERVIEW

Growth of the Fund

The Public Service Pensions Fund (the “Fund”) continues to remain in good financial health. The
Fund holds a diversified portfolio of bonds and equity securities that, over the long term,
provides above average returns with minimized variability.

The Fund is subject to an actuarial valuation every three years which assesses the financial
viability of the Fund, and the adequacy of the contribution rates for funding of the Plan. The
Board also uses the results of funding valuations as the basis for recommendations regarding

contribution rates. An actuarial valuation was carried out in 2014 based on assets and liabilities
as at 1 January 2014.

The results of the actuarial valuation as at 1 January 2014 determined the past service liability
to be approximately $624.6 million. The calculation is made based on pensionable earnings as
of the valuation date and reflect the liability in respect of benefits actually earned up to 31
December 2013, Although the Fund remains underfunded, the actuaries determined that the
liability for inactive members (existing pensioners and beneficiaries, and those with deferred
pensions) is sufficiently covered by available assets. it should be noted that the full liability for
additional defined benefit costs Is borne by each respective employer.

As at 30 June 2016 the net assets available for benefits stood at 5552 milllon which represents
an approximate increase of $40 miilion or 7.4% in net assets available for benefit from 30 June
2015. The market value of the Fund (inclusive of local & foreign investment) at the same date

was approximately $534 million, representing an increase of just over $25 million from 30 June
2015.

13
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Investment Policy

The stated investment objective of the Board is “To preserve capital while adding value above
its policy benchmark.” The Board Is committed to the investment objective, and has actively
managed investment portfolios which are diversified, within the constraints of the Law as well
as the Board’s investment policy, to ensure that risk [s not unduly concentrated in any one type
of investment or area of currency. The Board adheres to internationally recognized
benchmarks, and has established an asset mix policy, in collaboration with its investment
advisors, for the purpose of achieving long-term returns of 3-4% above inflation. The asset mix
policy establishes the percentage holdings by asset class and permissible ranges within the
broad classes of investments. Within this framework, each investment manager is not limited
by sector or country restrictions and is able to make discretionary decislons to capitalize on
market opportunities. The Fund is biased to equities over the long term in order to achieve
optimum returns. Equities, when compared to other classes of investments over the long term,
have historically proven to generally outperform other forms of investments.

Market Summary

Global Equities
Over the recent quarter, global equity markets railied from market lows established in early

February of this year. An overwhelming consensus of bearish opinions about the outlook had
most Investors sitting on the side lines with high cash levels. Hedge funds were even more
aggressive, with record short positions. The logic for that positioning was straight forward -
corporate profits were falling, valuations were the highest in a decade, the aggressive ‘zero’
then ‘negative interest-rate’ policies of the global central bankers had forced money into
financial assets just as global growth was once again heading lower.

Although the Brexit vote led to two days of steep losses towards the end of the quarter, the
market recovered nearly all of its losses within three days resulting in the major indices trading
close to all-time high levels achieved over May 2015,

Global Emerging Markets

Emerging Markets continued to rebound over the last two quarters from a challenging 2015, as
commodity prices appear to be recovering. Both WTI and Brent Crude Oil have traded around
$50 for weeks, which helps reduce bankruptcy risk within the energy sector.

Commodity prices have continued to rise as central banks remalned accommodative, Although
Investors were spooked by the late June, 2016 Brexit resuit in the U.K. referendum, confidence
was quickly regained as central bankers offered liquidity lines to prevent another
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financlal crisis, resulting in a unified dovish stance by major central banks globally and a
renewed search for income-producing assets as well as a rebound in commodity prices. Against
this backdrop, emerging markets maintained an upward trend attributable to

strength in Latin American equities, which largely compensated for weakness within Emerging
European markets.

The actively managed Global Emerging Markets strategy produced a return of positive 3.3%
over the 4th quarter, exceeding the benchmark by 2.5%. Over the 1-year period, the strategy
generated a return of negative 4.0%, but value added was strongly positive by 7.7%.

Global Infrastructure

Given the results of the U.K.’s vote to leave the European Union, the consensus outlook is
solidly in the camp of even lower interest rates, for even longer, which should be supportive for
infrastructure. Given the evolving situation In Europe, caution within strategies relating to
European airports and toll roads, over the near term, appears evident but these assets still
remain attractive over the long term.

With regard to energy infrastructure, valuations have become compelling, though in the
utilities sector, the valuations are elevated. As the U.K. referendum will likely be a catalyst for
further disruptions in the European Union, security selection is taking on an even more
important role. investment opportunities are likely to shift as the situation in the U.K. and
Europe evolves causing a further catalyst for market opportunity, allowing invested assets to be
purchased at attractive long-term points of entry.

The infrastructure strategy posted a strong return of 7.5% over the gt quarter and delivered an
impressive return of 16.2% over the year-to-date period. The performance was in line with the
broad benchmark for both periods. Over the 1-year period, the manager posted a positive
return of 2.2%, lagging the benchmark by 1.0%.

Global Investment Grade Credit

The bond markets posted positive returns over the last two quarters in a row, as yields fell and
credit spreads tightened. Long-duration and lower-credit-quality categories led with some
categories registering double-digit returns year to date. Bond yields fell to near all-time lows,
but credit spreads remain near their historic averages. The low-rate environment continues to
support corporate balance sheets as debt-servicing costs remain low relative to cash-flow
receipts. High-yleld bonds have benefited from higher oll prices and more favourable liquidity
conditions. Relative to cash and shorter-duration bonds, longer duration bonds have generated
hetter returns which is counter to the historical experience where shorter duration has
generated better returns during the later phase of the business cycle. Against this backdrop,

global credit bonds rose 2.9% over the 4th quarter and produced a positive return of 6.7% for
the 1-year period.
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Fund Performance

During the 4th quarter, 2016, the overall return of the PSPB Fund was a positive 1.8%, ahead of
its policy benchmark by 50 basis points. Over the 1-year period, the PSPB Fund’s return was
5.3%, maintaining a substantial active management premium of 6.0% over the policy
benchmark which was a negative 0.7%.

Longer term, annualized returns and value added remained strongly positive, with a S5-year
return of 9.3%, and a 3.5% in value added performance;

On a relative basis, the PSPB Fund's overall performance ranked at the 42nd percentile for the
4th quarter and at the 5th percentile rank over the 1-year period. Longer term, being the 5-year
period, the PSPB Fund's relative ranking is at the 1st percentile

Fund Asset Mix

Asset Classes as a Percentage of the Fund

# Global Equities (79.2%)

B Global Emerging Markets
(0.07%)

' Global Infrastructure {0.8%)

@ Global Investment Grade Credit
(19.3%)

m Cash (3.9%)

Credited Rate of Return

The Credited Rate of Return (CRR) on contributions, calculated annually, is based on a three-
year geometric average of actual returns, net of expenses, which amounted ta a positive 8.72%
for calendar 2015. As a result all participant contribution accounts would have been credited at
the beginning of calendar year 2016 with an interest base of 8.72 %. Table 1 indicates the CRR
earned for the period 2008 to 2015 expressed in percentages.

Table 1
Year 2008 2009 2010 2011 2012 2013 2014 2015
IReturn| -15.56% | 11.77% 9.85% 7.30% 11.36% | 15.99% 8.19% 4.03%
|CRR -0.41% -0.49% 1.21% 9.79% 9.65% 11.66% | 11.21% 8.72
16
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Pubile Service Pensions Bosrd
Financlal Statamonis
30 hune 2016

STATEMENT OF RESPONSIDIUTY FOR THE FINANCIAL STATEMENTS

These flnanclal statemments have been prepared Ly the Public Service Pensions Board In
accordance with the provislons of the Public Management and Finance Law (2013 Revision}.

We accept rasponsibliity for the accuracy and integrity of the financial nformation In these
financlal statements and thelr compliance with the Public Management and Finance Law {2013
Revision),

As Chalrman and Managing Directos, we are responsible for establishing; and have establlshed
and malntain a system of Internal controls deslgned to provide reasonable assurance that the
transactions recorded In the financlal statements are authorised by law, and properly record the
financial transactlons of the Public Service Pensions Boaril.

As Chairman and Managing Dlrector we are rasponsible for the preparation of the Public Service
Pensions Board financlal statements and for the Judgements made In them.

The flnanchal statements falrly prasent the statement of net assets avsilable for benefits,
statement of changes In net assets avallable for benefits and statement of cash flows for the
financlal year ended 30 June 2016,

To the best of our knowledge, we represent that these flnanclal statements:

{a) are completely and reliably reflect the financial transactions of Public Service Penslons Board
for the year ended 30 June 2016;

(b} falrly reflect the financlal position as at 30 June 2016 and performance for the year ended 30
June 2016;

(c} comply with Internatlonal Financial Reporting Standards under the responsibility of the
Internatlonal Accounting Standards Board,

The Office of the Auditor General conducts an independent audit and expresses an opinlon on the
accompanying financlal statements. The Office of the Auditor General has been provided access
ta all the Information necessary to conduct an audit In accordance with International Standards on
Audlting.

(bt .
Mr, Kenneth Jefferson, JP el Evans Lindsey
Chalrman p.azing Director
Public Service Penslons Board Pubilc Service Penslons Hoard
Date- 28 a’fﬂb‘v 20l o Date- O a}ﬂb&. oolb

19



Phone; (345) - 244-3211 § 3rd Flaor, Anderson Square
Fax: [345}-945-7738 | G4 Shedden Road, George Tawn

°
'ﬂcea!; e AuditorGeneral@oag.govky | P.0.Box 2583
'i t r vnvw.audilorgeneral.govky | Grand Cayman, KY1-1103, Cayman fslands

neraﬂ.

CAYMAN ISLANDS

AUDITOR GENERAL'S REPORT

To the Board of Directors of tha Fublic Servica Penslons Board

| have audited the accompanying financial statements of the Public Service Pensions Board (the "Board"),
which comprise the statement of net assets avallable for benefits as at 30 June 2016 and the statement of
changes In net assets avallable for benefits, statement of accumulated plan benefits and statement of cash
flows for the year then ended, and a summary of significant accounting palicies and ather explanatory
Information, as set out on pages 22 ta 63 in accordance with the provisions of Section 11{3} of the Public
Service Pensions Law (2013 Revislon} and Section 60(1)(a) of the Public Management and Finarice Law
{2012 Revision).

Maneagement's Responsiblilties for the Flnanclal Statements

Management 5 responsible for the preparation and fair presentation of these financtal statemants in
accordance with International Financial Reporting Standards, and for such internal control as
management determines Is necessary to enable the preparation of financlal statements that are free from
material misstatement, whether due to fraud or error.

Autltor's Responsibility
My responsibliity is to express an apinlon on these financlal statements based on my audit. | conducted

my audit In accordance with Internatlonal Standards on Auditing. Those standards require that | comply
with ethical requirements and plan and perform the aud!t to obtain reasonable assurance about whether
the flnancia) statements are free from material misstatement.

An audit involves performing procedures to obtaln audlt evidence about the amounts and disclosures In
the financlal statements. The procedures selected depend on the auditor’s judgment, Including the
assessment of the risks of materlal misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financlal statements In arder to design audit procedures that are
appropriate [n the circumstances, but not for the purpose of expressing an opinton on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentatlon of the financlal statements.

t believe that the audit evidence | have obtained Is sufficient and appropriate to provide a basis for my
audit oplnlon.
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Opinlon

in my opinion, the financial statements present fairly, in all materlal respects, the financlal position of the
Public Service Pensions Board (the "Board") as at 30 June 2016 and Its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards,

Emphasls of Matters

1

| draw attantion to Notes 14 and 15 to the financial statements which describe that the 2014
Actuarial Valuation Report which was finalized by the Board and its actuarles in April 2015 has been
approved by Cabinet and was tabled In the Legislative Assembly In June 2016, The recommended
rates of contribution contained In the 2014 funding actuarlal valuations will become effective 1 July
2016 in accordance with the relevant regulations. As a result, contributions recelved and
contributions recelvable are based on the recommended contribution rates contained in the 2005
funding actuarial valuation which were the last approved contribution rates,

As discussed In Note 14 to the financial statements, the actuary has determined that the
continuation of the current scenarlo of the total plan contributions {Including both Defined Benefit
and Defined Contribution) for the Public Service Penslons Plan will be insufficient to meet benefit
payments and expenses. The actuary further states that the Parliamentary Pensions Plan {("PPP)
continues to be severely underfunded. Assats allocated to the PPP cover only 41% of the past

service obligations and are Insufficlent to cover the benefits currently being pald to retired
members,

The Government, In addition to the monthly contributions and budgeted Past Service Liability for
the 2015-2016 fiscal year, made an additional payment of CI$18 million to the Fund.

My oplnion Is not qualified with respect to these matters.

Supplemental Information

The supplemental information on pages 64 to 65 has not been audited by us and, therefore, we do not
express an opinlon thereon,

Sue Winspear, CP 28 October 2016
Auditor General Cayman Islands
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Public Service Penslons Board

Statement of Net Assots Avallabla for Benafits
Ag at 30 Juna 2010

{Exprassed In Caymian Isfands Dollers)

Assots
Current assets
Cash and cath equivalents
Cash on hand and in bank
Term deposits (Mote 3}
Investments, at falr market value (Note 4}
Racelvablos
Contributions recelvabla
Employaes’ eontributions
Employers’ contributions
Employers’ - Additional defined benefit costs
Ex-gracia receivables
Other receivables
Prepald expanses
Total current assets
Non-currait assols
Fixed assets (Note 5)
Intangibles
Pension administratlon system (Note G)
Total non-current assets
Total astats
Liabliities
Currant llabilitles
Banefits due {(Note 13)
Post retirement haalthcare obligation (Notes 22)
PSP deferred benefit tiability (Note 21)
Investrment management fees
Accounts payable
Overpald grants (Note 7)
Other Habilities
Total current liabllitias
Total labiities
Nat assets
Rapresented by:
Net assets availabla for benefits:
Accumulated fund {Note 23)

bl fpp—

Kenneth Jefferson, JP
Chalrman

2016 2015
$000 5000

21,641 3,877

56 21,697 56 4,933

534,371 509,415
749 B3D
758 828
464 461
e 300

i55 2,126 pl] 2,653

5 4

558,199 516,005

75 73

143 257

218 330

558,417 516,335

2,942 2,088

1,317 1,048

516 578

578 570

292 292

244 244

238 148

6,127 4,978

6,127 4,978

552,290 511,357

552,290 511,857

el E:g}su“ sey
naging Director

The accounting policles and notes on pages 28 te 63 form part of these finenclal statements.



Publit Servica Pensions Board

Pubilc Service Penslon Plan

Statement of Changes In Net Assets Avallable for Benefits
For the year ended 30 June 2016

{Expressed In Cayman Islands Doilars)

2015
2016 As restated
{Note 24)
5000 5000
Pensions
Contributions (Note 20)
Employzes 13,773 12,756
Employers 13,214 12,767
Employers - Additional defined benefit cost 30,595 11,046
Total 57,582 36,569
Pre-Funded Ex-gratia pensions {Note B) 1,200 1,200
Total contributions 58,782 37,769
Benefits pald to participants (Note 11}
Public service pensions {34,486) {32,318)
Ex-Gratia penslons (Note 8) {1,274) {1,154)
Total benefits paid to participants {35,760) {33,472)
Net pensions 23,022 4,237
Investing
Investment Income
Realized gain on sale of Investments — net 26,966 31,805
Dividends earned on investments 6,851 6,235
Unrealized {loss)/galn on Investments — net (6,057) {6,930)
Realized (loss)/gain on foreign exchange {1,093) (1,419)
Interest earned on Investments 56 70
Interest earnad on term depaosits and call accounts 4 1
Total Investment Income 26,727 29,702
Investment expenses
Investment management and custodial fees (Note 16) (4,344) (3,867)
Other investment expenses {39) {16)
Total investment expenses (4,383) (3,883)
Net investment Income 22,344 25,819
Operating
Operating Incoma
Other income 159 161
Total operating Income 159 161
Operating expenses
Administrative expenses (Note 12) (3,584) {3,378)
Depreciation and amortization (Notes 5 and 6) (143) (137)
Write-off of accounts receivahle and stale-dated items (60) {160)
Total operating expenses {3,787) (3,675)
Net operating loss {3,628) (3,514)
Other comprehensive income/(loss} (46) 197
Net Increase In net assets available for benefits 41,692 26,799
Allocation of Net increase in in Assets
Attributable to PPP {Note 9) (542) {576}
Attributable to JPP (Note 10) {282} (339)
Attributable to PSPP 40,868 25,884
Net assets avaliable for benefits at start of year {(Note 23) 499,165 473,281
Net assets avallabta for benefits at end of year {Note 23} 540,033 499,165

The accounting policles and notes on pages 28 to 63 form part of these financlal statements.
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Publle Service Penslons Board

Judiclal Panslon Pian: Supplemental Information
Statement of Changes in Net Assats Avallable for Benefits
For the year ended 30 June 2016

(Expressed in Cayman Istands Dollars)

Assets
Net assets avallable for benefits at beginning of year
{Notes 10 and 23)
Penslon
Contributiens
Employees
Employers
Empioyers - Additlonal defined benefit cost
Total contributions
Benefits pald to participants
Nat pensions
Net Investment income
Nat Increasa In net assets available for benefits
Net assets avallable for benefits at end of year
(Notes 10 and 23)

2016 2015
5000 $000
4,783 4,206
86 90
149 140
52 85
287 315
(143} (77)
144 238
282 339
426 577
5,209 4,783

The acceunting policles and notes on pages 28 to 63 form part of these financlal statements,




Public Servica Penslons Board

parllamentary Pension Plan: Supplemental Information
Statement of Changes in Net Assets Avallabla for Benefits
For the year ended 30 June 2016

{Expressed In Cayman Islands Dollars)

Net assets avallable for benefits at beginning of year
{Notes 9 and 23)
Penslons
Contributions
Employees
Employers
Employers - Additlonal defined benefit cost
Total contributiens
Benafits pald to participants
Net penslons
Net Investment incomea
Net Increase In net assets availahle for benefits
Net assets available for benefits at end of Year
(Notes 9 and 23)

2015
2016 As restated
{Nate 24)
5000 5000
7,400 6,344
186 169
186 169
- 1,424
372 1,762
{1,274) (1,273)
902 489
542 576
__(360)_ 3,065
7,048 7,409

The accounting pollcies and notes on pages 28 to 63 form part of these financial statements.
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Public Service Pansions Board
Statament of Cash Flows

For tha year endad 30 Juna 2016
{Expressed In Cayman Islands Dollars)

Cash flows from operating actlvities
Receipts
Contributions received from employees
Caontributipns received from employers
Other income received
Net investment income received
Total
Payments
Benefits pald to participants - Public Service
Administrative expenses pald
Investment management fees and other expenses pald
Benefits paid to participants - Ex-Gratia
Total
Net cash used in operating actlvities

Cash fiows from investing actlvitias
Proceeds from sale of investments
Purchase of investments

Purchase of fixed assets and intangibles
Net cash applled to Investing activities

Cash flows from financing activities
Contributions recelved from employers - Additional defined benefit

Ex-gratia grant and prepaid Ex-gratla grant
Net cash recelved from financing activities

Cash flows from judiclary conttibutions

Contributions recelved from employer

Contributions received from employees

Contributions received from employer - defined benefit
Benefits pald to participants

Net cash recelved from Judiclary contributions

Cash flows fram pariiamentary contributions
Contributions received from employer

Contributlons recelved from emplayees

Contributlons received from employer - defined benefit
Benefits pald to participants

Nat cash received from judiclary contributions

Net {(decrease) increase in cash and cash equivalents during the
year

Cash and cash equlvalents at heglnning of year

Cash and cash equivalents at end of year {Note 3)

The accounting policles and notas an pages 28 to 63 form part of thesa financlal statements,

As
restated
2016 (Nota 2}
2015
5000 $060

13,448 13,185
13,800 13,221
40 161

13 58
27,307 26,625
(33,642) (30,732)
(3,407) (3,354)
(3,041) (2,598)
(1,274) {1,154)
(41,364) {37,838)
{14,057) (131,213}
517 -

- (4,167)

(30) (18)
487 {4,185}
30,592 10,366
1,500 9200
32,092 11,266
86 140

145 a0

52 a5
(143) (77)
144 238
136 169
186 169

- 1,424
{1,274) {1,273)
(902) 489
17,764 {3,405)
3,933 7,338
21,697 3,933
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Public Servica Penstons Board

Supplementat Statement of Accumutated Plan Benefits
For the year endad 30 Juna 2016

(Expressed in Cayman Islands Dollars)

Actuarial present value of accumulated plan benefits (Note 14)
inactive and Active Participants

Total actuarial present value of accumulated plan benefits
Fund's net assets avallable for benefits at year-end {(Note 23)

Fund deficit

2016 2015

$000 £000
(624,239) {624,239)
(624,239) (624,239)
552,290 511,357
{71,949) {112,882)

‘The accounting palicies and notes pn pages 2B to 63 form part of these financlal statements,
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Public Servico Penslons Board

Notes to the Financlal Statements
For tha year ended 30 June 2016
(Expressad In Cayman Islands Dollars)

1.

Introduction and Background Information

a. Introduction

The Public Service Pensions Board {the "Board”} was re-established as a Statutory Authority of
the Cayman islands Government on 14 April 1999. Principal place of business is the Government
Administration Building, 133 Elgin Avenue, Grand Cayman, Cayman Isiands. The Board’s
responsibilities Include, but are not limited to, administering the Government-sponsored pension
plans which consist of the Publlc Service Pensions, Parliamentary Pensions, Judiclal Pension and
Ex-gratia Pension Plans, administering the combined pension funds (the “Fund”), investing all
contributions received from participants of the aforementioned Plans into the Fund, providing
pension benefits as required under the Law, communicating with the Plans’ stakeholders,
recommending contribution rates to the Government in accordance with the latest actuarial
valuation and determining the financial implications of any amendments to the Plans. The Fund Is
governed by the Public Service Penslons Law (2013 Revision) (the “Law”).

b. General background Information

The Public Service Pensions, the Parllamentary Pensions and the Judicial Pensions plans each
consist of two parts; a Defined Benefit part and a Defined Contribution part. For the main Public
Service Pensions Plan (the “PSPP"}, all employees who joined prior to 14 April 1999 were enrolled
in the Defined Benefit part of the PSPP. Those employees joining after 14 April 1999 were
enrolled in either one of the two parts depending on their circumstances. The Public Service
Pensions (Amendment and Validation) Law, 2000 which was passed on 20 June 2000 amended
the date after which all new employees were to be enrolled in the Defined Contribution part of
the Plan to 1 January 2000. Employees who received Contracted Officers Supplement {COS) were
exempted from participation in the PSPP through the Public Service Pensions {Amendment and
Validation) Law, 2000, However, when existing contracts were renewed, employees no longer
provided with COS became eligible to jain the Defined Contribution part of the PSPP.

c. Contributlons

Employees who participate in the PSPP contribute at the rate of six percent of pensionable
earnings and employers contribute a matching six percent. Contribution rates to cover additional
defined benefit costs are recommended by the Board based on the last approved actuarial
results and were as follows:

2005 2002

Defined Defined Deflned Deflned

Benefit* Contributlon ~ Benefit* Contributlon

Cayman Islands Government {See note 20) 28.53% 1.00% 10,00% 1.00%
Cayman Islands Monetary Authorlty 1.00% 1.00% 1.00% 1.00%
Cayman Turtle Farm (1983) Ltd. 9.44% 1.00% 10.00% 1.00%
Clvll Aviatlon Authorlty of the Cayman Islands 26.10% 1,00% 10.00% 1.00%
Unlversity College of the Cayman Islands 3.99% 1.00% 3.99% 1.00%
Public Service Penslons Board 1.00% 1.00% 10.00% 1.00%
Water Authority of the Cayman Islands 9.57% 1.00% 0.26% 1.00%
Cayman Islands Airport Authority 13.14% 1.00% N/A 1,00%
Cayman Islands Health Services Authority 1.00% 1.00% N/A 1.00%
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Public Service Ponsions Board

Notas to the Financlal Statements
For the year endad 30 June 2016
(Expressed In Cayman Istands Dollars)

1-

Introduction and background Information {continued)

c. Contributions (continued)

2005 2002
Defined Defined Defined Defined
Bengefit® Contrbution  Benefit* Contribution
Natlonal Roads Authority 2.24% 1.00% N/A 1.00%
Cayman Islands Development Bank 17.11% 1.00% N/A 1.00%
CAYS Foundation 12.31% 1.00% N/A 1.00%
National Housing Development Trust N/A 1,00% N/A 1.00%

* The full liability for any additional defined benefit costs are borne by each respective employer.

Contribution rates for the additional defined benefit costs are based on pensionable earnings as
of the valuation date and reflect the following:

I. with respect to the defined contribution participants, the cost of certain benefits provided
that are of a defined benefit nature;

il. with respect to the defined benefit participants, the excess of 12% of pensionable
earnings of the normal benefit accrual cost plus the annual cost of meeting the unfunded
past seivice liabilities.

An interim rate of 1% was applled to all authorities in 2004 and updated by the 2005 actuarial
valuation. New rates will be prescribed based on the 2014 actuarial valuation, unless the
Governor In Cablnet falls to accept the Board’s actuarial valuation and causes its own valuation to
be carried out.

d. Investment policy

The investment objective of the Board is for the Fund te earn returns that wiil, in conjunction
with the financing plan, result in the Plans becoming fully funded or self-sustaining. The
investments are diversified within the constraints of the Law to ensure that risk is not unduly
concentrated in any one type of investment or geographical location and, when deemed
appropriate, currencies are hedged into U.S. dollars. The Board has established an asset mix
policy aligned with the underlying pension plans’ liabilities to achfeve a long-term rate of return
of three to four percent above inflation. The asset mix policy dictates the policy benchmark mix
and permissible ranges of participation in the broad classes of stock and bond investments. In the
longer term, the investment portfolic will have a bias towards equities because these
investments have demonstrated a better potential for return enhancement along with
protection from Inflation when compared to other classes of Investments.
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Public Service Pansions Board

Notes to the Financlal Statements
For the year anded 30 Juna 2016
{Expressed in Cayman Islands Dollars)

2.

Significant accounting policies
Basis of preparation

These financial statements are prepared on a going concern basis under the historical cost
convention and in accordance with International Financial Reporting Standards and present the
aggregate financial position of the Fund as a separate financlal reporting entity Independent of
the plan sponsors and plan participants.

They are prepared to assist participants and others in reviewing the activities of the Fund for the
fiscal period, but they do not portray the funding requirements of the Plan or the benefits
security of Iindividual plan participants.

Reporting and functional currency
The financial statements are presented in Cayman Islands dollars.

Changes in accounting policies

When presentation or classification of items in the financial statements is amended or
accounting policles are changed, comparative figures are restated to ensure consistency with the
current period unless it is impracticable to do so.

Reporting period
The reporting period is the year ended 30 June 2016.

Judgments and estimatas

The preparation of financial statements in conformity with International Financial Reporting
Standards requires judgments, estimates and assumptions affecting the application of policies
and reported amounts of assets and liabllities, revenue and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revislon and future periods If the revision affects
both current and future periods.

Contrlhutfons
Contributions are accounted for on the accrual basis, Both contributions recelved and

contributions receivable in these financial statements are reflective of the contribution rates
recommended In the 1 January 2005 actuarial valuation, which are the last approved rates.
Actuarial valuations as of 1 January 2014 for each of the three Government sponsored pension
plans have been finalised by the Board and its actuaries and have been submitted to the Financial
Secretary in accordance with the Law.
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Public Servica Penslons Board

Notes to the Financial Statements
For the year ended 30 June 2016
(Expressed In Cayman Islands Dallars)

2. Significant accounting policies {continued)

Investments

Investments are stated at their fair market value at the date of the Statements of Net Assets
Available for Benefits. Realized and unrealized gains and losses are recognized in the Statements
of Changes in Net Assets Avallable for Benefits.

Investment income
Investment income is accounted for on the accrual basis.

Fixed assets

Fixed assets are initially recorded at cost. Subsequently, depreciation Is charged to operations per
annum on a straight line basis as follows:

Furniture and fixtures 10%
Computer equipment and software 20%
Office equipment 20%
Vehicle 25%

Intangibles

Intangible asset is comprised of externally acquired software for internal use. It is measured at
cost and amortized on a stralght-line basis over its useful tife over a period not exceeding 5 years.

Disposals

Galns and losses on disposals of fixed assets are determined by comparing the sale proceeds with
the carrying amount of the asset. Gains and losses on disposals during the year are included in
the Statement of Changes in Net Assets Avallable for Benefits.

Forelgn currency transactions

Transactions in foreign currencles, other than in US Dollars, are translated at the rate of exchange
prevailing at the date of the transactlon. Transactions In US dollars are translated at the rate of
US$1.20 = CI$1.00, Assets and liabilities denominated in foreign currencies are translated at the
rate prevailing at the date of the Statement of Net Assets Available for Benefits. Exchange gains
and losses are recognized in the Statement of Changes In Net Assets Available for Benefits.

changes in Internatlonal Financial Reporting Standards
Below are several new standards and amendments that have heen Issued but are not yet

effective. They do not impact the annual financial statements of the Board. The nature and
impact of each new standard/amendment Is described below:
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Publlc Service Pensions Board

Notes to tha Financlal Statements
For the year ended 30 Juna 2018
{Expressed In Cayman Istands Doliars)

2. Significant accounting policles {continued)

Changes In International Financial Reporting Standards {continued)

(i)

(i)

IFRS 15 Revenue from Contracts with Customers (Effective for annual periods beginning on
or after 1 January 2017).

IFRS 15 replaces all existing revenue requirements in IFRS {1AS 11 Construction Contracts,
fAS 18 Revenue, IFRIC 13 Customer Loyaity Programmes, IFRIC 15 Agraements for the
Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC 31
Revenue ~ Barter Transactions Involving Advertising Services) and applies to all revenue
arising from contracts with customers. Its requirements also provide a mode! for the
recognition and measurement of gains and losses on disposal of certain non-financial
assets, including property, equipment and intangible assets. The standard outiines the
principles an entity must apply to measure and recognise revenue. The core principle Is
that an entity will recognise revenue at an amount that reflects the consideration to which
the entity expects to be entitled in exchange for transferring goods or services to a
customer. The principles in IFRS 15 will be applied using a five-step model: 1. Identify the
contract{s) with a customer 2. Identify the performance obligations in the contract 3.
Determine the transaction price 4. Allocate the transaction price to the performance
obligations In the contract 5. Recognise revenue when (or as) the entity satisfies a
performance obligation The standard requires entities to exercise judgement, taking into
consideration all of the relevant facts and circumstances when applying each step of the
model to contracts with their customers. The standard also specifies how to account for
the incremental costs of obtaining a contract and the costs directly related to fulfilling a
contract. Application guidance is provided in {FRS 15 to assist entities in applying its
requirements to certaln common arrangements, including licences of intellectual property,
warranties, rights of return, principal-versus-agent considerations, options for additional
goods or services and breakage.

IAS 1 Disclosure Initiative — Amendments to IAS 1 (Effective for annual periods beginning on
or after 1 January 2016.)

The amendments to IAS 1 Presentation of Flnancial Statements clarify, rather than
significantly change, existing IAS 1 requirements. The amendments clarify: « The materiality
requirements in IAS 1  That specific line items in the statement{s) of profit or foss and OCI
and the statement of financial position may be disaggregated * That entities have flexibllity
as to the order in which they present the notes to financial statements » That the share of
OC| of assoclates and Joint ventures accounted for using the equity method must be
presented In aggregate as a single line item, and classifled between those tems that will or
will not be subsequently reclassified to profit or loss Furthermore, the amendments clarify
the requirements that apply when additional subtotals are presented in the statement of
financlal position and the statement(s} of profit or loss and OCI.
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public Service Penslons Board

Notes to the Financlal Statemeants
For the yaar ended 30 June 2016
{Expressed In Cayman Islands Dollars)

2. Significant accounting policies (continued)

Changes in International Financial Reporting Standards {continued)

(iii) IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation -

Amendments to IAS 16 and IAS 38 (Effective for annual periods beginning on or after 1
January 2016.)

The amendments clarify the principle In 1AS 16 Property, Plant and Equipment and IAS 38
Intangible Assets that revenue reflects a pattern of economic benefits that are generated
from operating a business (of which the asset is part) rather than the economic benefits
that are consumed through use of the asset. As a result, the ratio of revenue generated to
total revenue expected to be generated cannot be used to depreciate property, plant and
equipment and may only be used in very limited circumstances to amortise intangible

assets,

3. Cash and cash equlvalents

For the purposes of the Statement of Cash Flows, cash and cash equivalents consist of bank
balances and term deposits maturing within one year from the financial statement date.

Cash and cash equivalents 30Jun2016 30 Jun 2015

$000 5000
Cash 21,641 3,877
Term deposits 56 56
Total 21,697 3,933

The detall of the term deposits at Cayman National Bank at 30 June 2016 and 2015 is shown helow:

At 30 June 2016
Account Principal Value Maturity Interest
number $000 date date Rate
TD-013-06149 56 07June2016 7 Decembher 2016 0.2400%
Total 56
At 30 June 2015
Account Principal Value Maturity Interest
number $000 date date Rate
TD-013-06149 56 0BJune2015 7 December 2015 0.1900%
Total 56
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Public Service Penslons Board

Notes to the Financlal Statements
For the year ended 30 June 2016
(Expressed in Cayman Istands Dollars)

4.

Invastments

The appointed Investment Managers manage the Fund's investments under discretionary
investment agreements which conform to the list of Approved Investments detailed in the
Schedule 2 of the Public Service Penslons Law (2013 Revision).

a} Investment and Market conditions’

The Fund (In General}

The 2nd quarter ended higher for capital markets, although the advance did not take a straight
path. Between the reduced probability of a near-term rate hike and the flight-to-safety spurred
by Brexit, bond yields were lower across 2ll terms to maturity, with long-government bond
categories outperforming all other fixed-income categories for the quarter ended June 30, 2016.
As a result, the broader global bond market delivered a positive return of 2.5% for the quarter
and a 7.9% gain for the 1-year period. Regarding equities, the MSCI World Index ended the
quarter up 1.0%, but posted a negative return 2.8% over the I-year period. Global infrastructure
was the leader in terms of performance as the Dow Jones Brookfield Infrastructure Index posted
a strong galn of 7.4% over the quarter.

Agalnst this backdrop, performance for the PSPB Fund, with respect to both value added and
relative ranking, disclosed the following:

During the 2nd quarter, 2016, the overall return of the PSPB Fund was a positive 1.8%, ahead of
its policy benchmark by 50 basis points. Over the 1-year period, the PSPB Fund’s return was 5.3%,
maintaining a substantial active management premium of 6.0% over the policy benchmark which
was a negative 0.7%. Longer term, annualized returns and value added remalned strongly
positive, with a 5-year return of 9.3%, and a 3.5% In value added performance;

On a relative basis, the PSPB Fund’s overall performance ranked at the 42nd percentile for the
2nd guarter and at the 5th percentile rank over the 1-year period. Longer term, being the 5-year
period, the PSPB Fund's relative ranking is at the 1st percentile; and

The Fund’s long term risk return trade-off Is low and above the norm when measured against a
peer universe sample of about 245 diversified funds.

Glohal equlties

Although the Brexit vote led to two days of steep losses towards the end of the quarter, the
market recovered nearly all of its losses within three days resulting in the major Indices trading
close to all-time high levels achieved over May 2015. Broadly, Global equities, as measured by
the MSCI World Index, advanced by 1.0% over the 2nd quarter.

Equities under management with IFP produced a positive return of 3.8% over the 2nd quarter,
outperforming the benchmark by 2.8%, while equity assets under management with Magellan
produced a negative return of 3.2% and lagged the same benchmark by 4.2%.

! cayman Islands Public Service Penslans Board, ‘Performance Review for Periods Ending June 30, 2016’
Advisory Capltal Group Canada Inc., 3 August 2016.
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Public Service Penslons Board

Notes to the Finandlal Statements
For the year cnded 30 June 2016
(Expressad In Cayman Istands Dollars)

4.

Investments (continued)
a) Investment and Market conditlons’ (continued)
Global equities {continued)

Over the 1-year period, IFP recorded a strong return of 8.7%, and continues to surpass the
benchmark index, generating an impressive 11.5% of value added. On the other hand, Magellan
posted a negative return of 1.9% over the 1-year period, producing 90 basis points of value
added. Longer term, being the 4 and 5-year periods, IFP continued to meaningfully add value to
the broader index.

On a relative basis, IFP global equitles ranked at the 6th percentile over the quarter and at the
Bth percentile rank over the 1-year period. Longer term, over the trailing 5 years, relative ranking
remains high at the 2nd percentile of the comparative peer sample universe of managers.
Magellan global equitles ranked at the 95th percentile over the quarter and at the 38th

percentile rank over the 1-year period. Over the 2-year annualized period, the manager ranked
above average.

Global Emerging Markats
Benefiting from the recent commodity recovery, emerging markets continued on a positive
trend, gaining 0.8% over the 2nd quarter of 2016. Over the year-to-date period, the MSCI

Emerging Markets Index rebounded by 6.6%, while the 1-year performance remains negative by
11.7%.

The actively managed Global Emerging Markets strategy, under management with Aberdeen
Asset Management, produced a return of positive 3.3% over the 2nd quarter, exceeding the
benchmark by 2.5%. Over the 1-year period, the strategy generated a return of negative 4.0%,
but value added was strongly positive by 7.7%.

On a relative basls, the Global Emerging Markets strategy ranked at the 25 percentile rank over
the quarter and at the 15th percentile rank over the 1-year period.

Global Infrastructure
Given the highly vaolatile markets in the 2nd quarter, global infrastructure outperformed the
broader equity markets as investors sought stable growth and attractive dividend ylelds offered

by the sector. Global Infrastructure equities, as represented by the Dow Jones Brookfield Global
Infrastructure Index, gained 7.4% in the 2nd quarter.

Against this background, the infrastructure strategy managed by Morgan Stanley posted a strong
return of 7.5% over the quarter and delivered an Impressive return of 16.2% over the year-to-
date perlod. The performance was in line with the broad benchmark for both periods. Over the 1-
year period, the manager posted a positive return of 2.2%, lagging the benchmark by 1.0%.

On a relative basls, Morgan Stanley Global Infrastructure equities ranked at the 14th percentile
over the quarter and at the 73rd percentile rank over the 1- year period.
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4,

Investments (continued)
a) Investment and Market conditions® {cantinuad)

Fixed income

The bond markets posted positive returas for the 2nd quarter in a row, as ylelds fell and credit
spreads tightened. Long-duration and lower-credit-quality categories led with some categories
registering double-digit returns year to date. Bond yields feil to near all-time lows, but credit
spreads remain near thelr historic averages. The low-rate environment continues to support
corporate balance sheets as debt-servicing costs remain low relative to cash-flow receipts. High-
yleld bonds have benefited from higher oil prices and more favorable liquidity conditions.
Relative to cash and shorter-duration bonds, longer duration bonds have generated better
returns which is counter to the historical experience where shorter duration has generated
better returns during the later phase of the business cycle.

Against this backdrop, global credit bonds rose 2.9% over the 2nd quarter and produced a
positive return of 6.7% for the 1-year period.

Actively managed corporate credit under PIMCO recorded a positive return of 3.4% over the 2nd
quarter, culminating in a 1-year performance of 7.0%. The strategy contributed positive value
added of 50 basis points over the quarter and 30 basis points for the 1-year period.

The Wellington Global Credit Plus strategy posted a positive return of 3.2% for the quarter and
an attractive return of 8.2% over the 1-year perlod. Value added was positive by 30 basis points
for the quarter and 1.5% for the 1-year period.

The short duration global credit strategy managed by PIMICO produced positive returns of 1.8%
and 3.4% over the quarter and year-to-date pericd, respectively, outperforming its benchmark in
both periods by about 60 basis points,

Regarding relative ranking, PIMCO Global Investment Grade Credit ranked at the 15th percentile
over the quarter and the 19th percentile over the 1-year period. In comparison, Wellington
Global Credit Plus ranked at the 20 percentile rank over the quarter and at the 3rd percentile
rank over the 1-year period.

b) Investment returns
Total Returns to 30 June 2016

Annualized for periods exceeding 1 year

Last3  Yearto- 1Year 2Years 3Years 4Years 5years — —

Manths Date years Inception
1.8% 4,2% 5.3% 5.8% 9.3% 10.1% 9.3% 8.9% 6.3%
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4. Investments (continued)
¢) Investment portfollos

The investment portfolios are summarized below:

30 fune 2016 30 June 2015
Description % 000 % 5000 %
Global Equities 431,182 80.69 411,608 80.80
Fixed Income 103,188 19.31 §7,807 19.20
Total 534,371 100.00 509,415 100.00
8. Fixed assets
Fixed assets consist of the following components:
Furniture Office Computer Computer
& Fixtures Equipment Equipment Snﬂ:ware Vehicles Total
$000 5000 5000 $000 5000 5$000
Cost
As at 01 July 2015 4 19 218 33 16 290
Additions B 2 15 8 33
Adjustments - - - - -
Disposal in the period - - - - -
As at 30 june 2016 12 21 233 41 16 323
Accumulated Depreciation
As at 01 July 2015 2 11 171 33 0 217
Depreciation 1 4 20 2 4 31
Disposals in the period - - - - - -
AdJustments - - - - - -
As at 30 June 2016 3 15 191 35 4 248
Carrying value at 30 June 2016 g 6 42 6 12 75
Carrying value at 30 lune 2015 2 8 47 0 16 73
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6. intangibles

Intangibles consist of Plan Administration System as follows:

$000
Cost
As at 01 july 2015 571
Additions -
As at 30 June 2016 571
Accumulated Amortlzation
As at 01 July 2015 314
Amortization 114
As at 30 June 2016 428
Carrying value at 30 June 2016 143
Carrying value at 30 June 2015 257

7. Overpald Contributions/Ex-Gratia Grants

Overpaid contributions were netted with contributions receivables as a result of a
comprehensive review and reconclliation process undertaken in Y 14/15. The next stage is to
agree the netted contributions recelvabes as at 30 June 2016 with the individual employers and
to make a decision as to whether to apply the balances against future pension contributions.

The review and reconciliation process will continue for Ex-Gratla Pension Grant and is expected

to be completed in FY 16/17.

30 June 2016 30 lune 2015
Contributions 5000 5000
Overpald contributions ~ Employee 0 0
Overpaid contributions — Employer 0 0
Total 0 0

30 June 2016 30 June 2015
Pension grants $000 $000
Ex-Gratia ~ Employer 244 244
Total 244 244
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B. Ex-gratia Penslons

The Board administers the Ex-gratia Pensions Plan {(“Ex-Gratia”) on behalf of the Cayman Islands
Government as set out in the Public Service Pensions (Ex-Gratia Pensions) (Amendment} Regulations,
2011.

Eligibility for Ex-gratia Pension as set out by said law:

“(1) Any Caymanian (as defined in the Immigration Law (2011 Revision) who-

(a) is sixty years of age or older;

(aa)  resides in the Islands;

(b) is not sixty years of age but who has been certified by the Chief Medical Officer
of the Government as being permanently disabled;

{c) held an office in the Public Service or the Other Public Service for any period of at
least four or more years In the aggregate; and

{d) during at least four years {in the aggregate) of his said service, was not entitled to
a pension or did not receive a contracted officer’s supplement or similar
compensation.”

An estimate of the payments to be administered during the year are appropriated to and
received by PSPB, and reported as Annual Grants. Payments administered durlng each year are
reported as annual payments. Excess or deficient funds result at year-end and reported either as
receivables or payables respectively.

Ex-gratla pension payment activity: 2011 - 2016

2011-12 2012-13 2013-14 201415 2015-16

Description $000 5000 $000  $000 $000
Accumulated Surplus /{Deficit)-

Beginning of year (345) {44) 154 355 401
Annual Grant 1,111 998 1,200 1,200 1,200
Annual Payments {810) (800) {999) {1,154)  (1,274)
Surplus / {Deficit} 301 198 201 46 (74)

Accumulated Surplus / (Deficit) =
End of year {44) 154 355 401 327

9. Parliamentary Pensions Plan {(PPP):

The Members of the Legisiative Assembly participate in the Parliamentary Pensions Plan (PPP) as
governed by the Parllamentary Pensions Law, (2010 Revislon) (the “Parliamentary Pensions
Law”). Members contribute at a rate of 6% of penslonable earnings and employers contribute a
matching 6%.
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9. Parllamentary Pensions Plan {PPP} (Continued)

An additional contribution as prescribed by the latest Actuarial Valuation is made by the
employer to cover the additional defined benefit cost associated with the PPP. in practice the
goard administers the PPP and the related fund balances.

The Parliamentary Pensions Law since 2004 provides for payment of retirement benefits to
eligible members with one or more parliamentary terms. Normal retirement age under the
Parliamentary Pensions Law Is 55. The maximum amount of pension payable to the
Parliamentarians cannot exceed two-thirds of their highest salary earned whilst a member of the
Leglislative Assembly.

Due In Respeact of Parflamentary Pansions Pian

All contributions received, since inception, have been pooled for investment purposes with those
of the larger Public Service Pensions Fund and the fudicial Pension Fund for greater investment
return opportunities and to contaln administrative costs. In addition, this also reflects benefits
paid to participants and an element of net Investment Income and Operating Expenses allocated
(on the net of the contributions received and benefits paid) based on the Fund's annual rate of
return.

To clearly account for the amounts in respect of the separate Plans, supplementary information
to the Statement Net Assets Avallable for Benefits are presented for the PPP on page 25, showing
beginning and ending balances, as well as contribution, benefits paid and investment returns
recognised for the PPP during the year.

Net assets available for benefits for PPP at end of year amounted to $7,048 million (2015: $7,409
million}. The Board does not charge any additlonal fees for acting as administrators of the
Parliamentary Pensions Plan. The assets duly belong to the Members of the of the Legislative
Assembly are under the administration of the Board.

10, Judiclal Pensians Plan {(JPP}

The Judges of the Grand Court {the “Judges”) participate in the Jludicial Pension Plan (JPP) as
governed by the Judges’ Emoluments and Allowance Law, 1997 (Law 21 of 1397) and the Judges’
Emeluments and Allowances Order, 2005 (the “ludicial Pensions Law”). The Judges contribute at
a rate of 10% of pensionable earnings and the Government contributes an additional 31% for
Judges In the Defined Benefit part of the Plan and 20% for those in the Defined Contribution part
of the JPP. Actuarial valuations as at 1st January 2011 and 2008 concluded that existing

contribution rates ta the plan are sufficient.

Normal retirement age under the Judicial Pensions Law is 65. The maximum amaunt of pension
payable to the Judges cannot exceed an annual BO% of the participant’s final average

pensionable earnings.
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10. Judiclal Pensions Plan (1PP) (continued)
Due in Respect of Judiciary Penslons Plan

All contributions received since inception have been pooled for Investment purposes with those
of the larger Public Service Pensions Fund and the Parliamentary Pension Fund for greater
Investment return opportunities and to contain administrative costs. In addition, this also reflects
benefits paid to participants and an alament of net investment Income and Operating Expenses
allocated {on the net of the contributions received and benefits paid) based on the Fund’s annual
rate of return.

To clearly account for the amounts in respect of the separate Plans, supplementary information
to the Statement Net Assets Available for Benefits are presented for the JPP on page 24, showing
beginning and ending balances, as well as contribution, benefits paid and investment returns
recognised for the PPP during the year.

Net assets available for benefits for JPP at end of year amounted to $5,209 milllon (2015: 54,783
million). The Board does not charge any additiona! fees for acting as administrators of the Judicial
Pensions Plan. The assets duly belong to the Judges of the Grand Court are under the
administration of the Board.

11. Benefits pald to participants

Beginning in April 1899, payments were paid directly out of the Fund for pensioners of the Public
Service Pensions Plan. The Government are required to pre-fund payments made to recipients of
the Ex-gratia pensions.

Pension payments In respect of the Parllamentary Pensions Pian were pre-funded by payments
from the Government up untll the passage of the Parliamentary Penslons Law (2004) on 23
August 2004 which required benefit payments be paid directly from the Parliamentary Pensions
Fund.

12. Administrative expenses

Description 30 june 2016 30 June 2015

$000 $000
Salaries and benefits 2,493 2,419
Office accommeodation 386 379
General administrative 120 a5
Other professional fees 205 141
Audit fees 67 67
Actuarial fees 302 260
Trustee-related expenses 11 17
Total 3,584 3,378
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13, Benefits due

14,

Benefits Due represents the liability to pay participants who had attained the age of 60 and
whose pension payments had not commenced prior to the fiscal year ends of 30 June 2016 and
30 June 2015. Under Section 23 of the Public Service Pensions Law (2013 Revision), participants
of the Plan were required to initiate their pension benefit payments upon attaining the age of 60
and as such were no longer eligible to accrue further pension benefits and therefore
contributions from the employer should cease.

Funding Actuarial Valuation Reports — 1 January 2014

In accordance with the respective legislation, the tri-annual funding Actuarial Valuation as at 1
January 2014 was carried out by the Board’s Actuaries, Mercer, for each of the three
Government sponsored pension plans.

The principal assumptions for the 2014 funding actuarial valuations {excluding the estimated
retirement age which varied with each Plan) used in the computation of the actuarial estimate of
the pension liability for each of the three named Pensions plans are as follows:

i.  annual salary Increases of 3.5%;
ii. long term inflation rate of 2.5% per annum;
jii.  valuation Interest rate to discount future benefit payments are shown under both 7%
and 8% per year assumptons;
iv. expected long-term rate of return on the Fund's invested assets are shown under both
7% and B% per year assumptons;
v.  anticipated future pensions payments increases of 2.5% per annum; and
vl.  estimated retirement ages for the three plans are as follows;
a. Parliamentary Penslons Plan: 55 years and 10 months
b. Public Service Pensions Plan: 57 years and 10 months for DB members and 60
years for DC members
c. Judiciary Pension Plan: 65 years

Whereas, the 1 January 2014 reports present current and future funding actuarial valuations
under both 7% and 8% discount rate assumptions., The Board recommended and Cabinet
accepted an 8% discount rate which provides the basis of Resuits of the funding actuarial
valuations based the accepted 8% discount rate assumptlons are summarized under separate
caption below for each of the Plans.

The funding actuarial valuations were finalised by the Board and its actuarles n April 2015 and
submitted to the Financial Secretary in accordance with the Law, The Valuation Reports were
approved by Cabinet an 7 June 2016 and tabled In the Legislative Assembly on 9 June 2016. In
order to comply with the approved funding actuarial valuation reports, the Government, In
addition to the monthly contributions of approximately €1$18.3 million and budgeted PSL of
C1511.4 million for the 15/16 fiscal year, also took the declsion in June 2016 to make an additional
payment of Ci518 miilion to the Fund. Contribution Regulatlons are being developed to ensure
Government’s and SAGCs compliance with the contribution rates as recommended in the 2014
Funding Actuarial Valuation Reports.
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14. Funding Actuarial Valuation Reports -1 January 2014 (continuad)

a. Public Service Pensions Plan actuarial valuation ~ 1 January 2014
The funding actuarial valuation calculated a Fund deficiency as at 1 lanuary 2014 as follows:

Public Service Pensions Plan (actuarial estimate) Amount

$ 000
Value of pension fund allocated assets 433,704
Past service liabllity (599,993)
Fund deficiency (166,289}

The Actuarial valuation calculated a normal cost during the year as follows:

Public Service Pensions Plan {actuarial estimate)
Attributable to the Defined Contribution component of

the Plan s
Attributable to the Defined Benefit component of
16.3%
the Plan

The Actuary has determined that a continuation of the current level of contributions to the
Defined Benefit plan {close to 12% of salaries) is projected to result in the depletion of the Defined
Benefit allocated fund by the year 2024.

b. Pariiamentary Pensions Plan actuarial valuation — 1 January 2014

The funding Actuarial valuation calculated a Fund deficiency as at 1January 2014 as follows

Public Service Pensions Plan (actuarial estimate) Amount

$ 000
value of pension fund allocated assets 8,457
Past service lfability {20,354)
Fund deficiency (11,897}

The funding Actuarial valuation calculated a normal cost during the year as follows:

Public Service Pensions Plan {actuarial estimate)
Attributable to the Defined Contribution component of

12.4%
the Plan
Attributable to the Defined Benefit companent of
58.2%
the Plan

The Actuary has determined that the Fund continues to be severely underfunded. Assets
allocated to the Parliamentary Penslons Plan cover only 36% {under a 7% discount rate
assumptions) and 41% (under a 8% discount rate assumption} of the past service obiigations.
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14,

5.

16.

Eunding Actuarial Valuation Reports — 1 January 2014 (continued)

c. ludicial Pensions Plan actuarial valuation — 1 lanuary 2014
The Actuarial valuation calculated a Fund surplus as at 1 January 2014 as follows:

Public Service Pensions Plan {actuarial estimate} Amount

5000
Value of pension fund allocated assets 5,050
Past service llabllity (3,892}
Fund surplus 1,158

The Actuarial valuation calculated a normal cost during the year as follows:

Public Service Pensfons Plan (actuarial estimate}
Attributable to the Defined Contribution component of

the Plan iR
Attributable to the Defined Benefit component of
00.0%
the Plan

The Board has established an objective that the Plans remain fully funded in 20 years from the
valuation date of 1 January 2014, Based on the principal assumptions and methods for the 2014
funding actuarlal valuations, in order to achleve this objective, contributilons should be made in
accordance with the calculated normal cost for each of the Plans.

Pension contributions (Re: Funding Actuarial valuations - affectiva 1 January 2014)

The recommended rates of contribution contalned in the 2014 funding actuarial valuations will
become effective 1 July 2016 In accordance with the relevant regulations, as a result,
contributions recelved and contributions receivable are based on the recommended centribution
rates contained In the 2005 funding actuarial valuation which were last approved rates.

Investment management and consultancy fees

The Board utilizes the services of various Investment Managers, a Global Custodian and an
Investment Advisor in the course of its business. During the year, the Board employed the
services of the following:

Independent Franchise Partners (“IFP”, Investment Manager)

MFG Global Fund (“Magellan” Investment Manager)

Aberdeen Global Emerging Markets Fund (“Aberdeen” Investment Manager)
Maorgan Stanley Global Infrastructure Fund {(“Morgan Stanley” Investment Manager)
PIMCO Global Investment Grade Credit ("PIMCO”, Investment Manager)

Wellington Global Credit Plus {“Wellington” Investmen Manager)

CIBC Mellon Globat Securities Company (“CIBC Mellon” Glabal Custodian)

Advisory Capital {Investment Advisor)

Tmep a0 T
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16. Investment management and consultancy fees (continued)

The Board incurred Investment management and consultancy expenses as follows:

30June 2016 30 lun 2015

$000 5000

Investment managers

IFP 2,211 2,048

Magellan 818 808

PIMCO 316 323

Wellington g9 96

Aberdeen 35 8

Morgan Stanley 33 2
Custodian

CIBC Melion 82 104
Investment advisor

Advisory Capital 393 343
Legal faps

Pillsbury, Winthrop, Shaw, Pittman LLP 357 135
Total 4,344 3,867

17. Financial and actuarial risk management
(i) Financial instruments risks

All investments are subject to one or more types of “inherent” risk(s) which is expected and
necessary to assume In order to achleve needed returns. From a pensions plan perspective,
inherent risk factors typically comprise of:

Capital risk

Credit risk

Inflation risk

Interest rate risk

Balance sheet/Liquidity risk
Market/equity risk

mponTw

Capital risk
The fund Is currently comprised of one segregated fund with the remaining investments in
pooled funds in both the equities and fixed income sectors. it Is a risk-averse strategy through

which inherent risks are mitigated primarily by adherence to asset allocatlon and diversification
policies prescribed by law.,
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17. Financial and actuarlal risk management (continued)
{1) Financial Instruments risks {continued

Capital risk {continued)

Each class of assets is managed by separate internationally- recognized money managers, who
are recommended by the Investment Committee, with the guldance of independent investment
advisors (Advisory Capital), and approved by the Board of Directors, thereby further diversifying
the portfoilo among unrelated managers and investments, Performance of each Investment
manager is monitorad and measured against international

benchmarks by Advisory Capital. Senior management and the Board, advised by Advisory Capital,
also perform annual due diligence visits to each of the investment managers.

Some inherent risks are further mitigated by specific circumstances.

Credit risk

Financial assets that potentially subject the Fund to credit risk consist principally of current, call
and fixed deposits, long and short-term Investments, accounts and interest receivable and other
receivables and prepayments. The Board’s current, call and fixed deposits are placed with high-
credit quality institutions. Credit risk with respect to long and short-term Investments, accounts
and interest receivable, and other receivables and prepayments Is limited because the Board only
transacts business with counterparts It believes to be reputable and capable of performing their
contractual obligatlons.

inflatfon risk
Inflation risks are inherent in the monthly benefits payments, which are adjusted for cost-of-livng

increases when applicable, and the resulting impact on the funding valuations of the three plans,
Inflation risks are mitigated by regular review and adjustment of Plan funding, In accordance with
the mandated Actuarial valuations due every three years.

Interest rate risk
The Board's interest-bearing investments and deposits are at fixed interest rates.

Volitility in market interest rates not only affect the return on investments, but also the discount
rate used to measure funding valuations and pension liabilities. Long-term Interest rates declined
in 2014, placing downward pressure on the discount rate,

Interest rate risks, in terms of investment returns, are mitigated primarily by investing in fixed
Income instruments that are relatively easy to divest and the avoldance of derivatives.

Llquidity risks
For pension funds, liquldity risk presents at the time of retirement. Once the retirement phase

has begun, the liquidity risk Is equivalent to the pension payments due to the retirees. For the
Board, liquidity risk Is primarily manifested In the abllity for monthly contributions to exceed
benefits paids and administrative expenses. A current surplus is maintained through the receipt
of payments from Cayman Islands Government against past service lfabllities for the Defined
Benefit Contributions component of the Plan.
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17. Financial and actuarlal risk management {continued)
Finanelal Instruments risks (continued)

Liquidity risks (continued)

The greatest risk that the Board faces, other than market related risks in terms of its investments,
is the possibility that there could be some form of pension contribution holiday. Should this
happen it would seriously impede the Boards

operations, as it would then become necessary to liquidate the investments in order to meet its
statutory financial obligations.

At the investment leve!, liquidity risk Is mitigated somewhat by the liquid nature of the
investments and the ability to divest on refatively short notice.

Fair values

The carrying amount of current, call, and fixed deposits, accounts and interest receivable, other
receivables and prepayments, demand liabilities, and other liabilitles and payables approximated
their fair value due to the short-term maturities of these assets and liabilities. The market value
of Investments is presented in Note 4. The fair values of other assets and liabilities are not
materially different from the carrying amounts.

Market risks are inherent in the reported amounts of financial instruments. These market risks
are mitigated by the risk-averse strategy pursued by the Board and supported by the investment
manager selection, monitoring and due diligence processes.

{ti) Maln actuarial risks to the funding of the plans

There are several actuarial risks that can adversely impact the funding of the ptan. In general,
actuarlal risks are mitigated by mandated tri-annual actuarial valuation reviews performed by a
universally reputable actuarial firm and the implementation of contribution rates adjustment
contained therein. in addition, the Board has instructed the actuary to provided an annual
interim update for each fiscal year in between the Issuance of the tri-annual report. The key
actuarial risks are as follows:

a. Contribution deficiency risks

b. Longevity risks

c. Investment return assumption and ather financlal risks
d. Demographic assumption risks

e. Plan structure risks

Contribution deficlency risks

This arises when contributions are not peing paid In accordance with reliable actuarial valuation
requirements. In addition, delays In tabiing the actuarial valuation reports and delays In enabling
regulations to prescribe the recommended rates exacerbate this. Adequate contributlon funding
Is significantly affected by governmental processes, including appropraitions and Is at the
discretion of the government.
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17. Financial and actuarfal risk management (continued)

18.

(ii} Main actuarial risks to the funding of the plans

Longevity risk
Longevity risk applies primarily to the Defined Benefit (DB} part of the Plans, which is inclusive of
elements of the Defined Contributions portion of the plan converting to Defined benefits at

retirement.

Investment return assumption and other financial risks

The most important one here Is when the assumed rate of return on investments is not being
met. Financlal instruments risk management in Note 17 {i) details some of the assoclated risks.
Other financial risks include inflation, which impacts the rate at which pension payments are
increased, and pay increases above those assumed in the valuation,

Demographic assumption risks
These include retirements accurring before the expected retirement ages, and longevity risks.

Currently there is considerable subsidy provided to Defined contribution participants in the form
of generous actuarial factors being used in the conversion of account balances to pensions at
retirement. This subsidy reduces the value of the assets that can be allocated to the Defined
benefit part.

In addition, there are other inherent features of the plans, such as the pensions benefits being
based on final month’s pay that can lead to adverse plan experiences.

Plan structure risks

Currently there Is considerable subsidy provided to Defined contribution participants in the form
of generous actuarial factors being used in the conversion of account balances to pensions at
retirement. This subsidy reduces the value of the assets that can be allocated to the Defined

benefit part.

in addition, there are other inherent features of the plans, such as the pensions benefits being
based on final month’s pay that can lead to adverse plan experlences.

Leases and commitments

On 31 March 2011, PSPB moved into the new Government Administration Building. The Board is
leasing 3,798 square feet under a year-to-year term, Occupational charges are as follows:

Occupational charges Space Running cost Total
Unit cost 512/sqft $52.35/sqft $64.35/sqft
Monthly cost $3,798 $16,569 $20,367
Annual $45,576 $198,825 $244,401
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18, Leases and commitments {continued)

18,

20.

©On 1 july 2015, the Board entered into a two year lease agreement with Artemis Property Services
for a warehouse storage facility at an annual cost of C1$8,100.00 per annum ($675 monthly). Unit
No. 8 is located within the property known as Highgrove Business Park, Building A, consisting of
225 sq.ft. situated at Sparky Drive, George Town.

Related party transactions

Key management personnel

There are seven full-time equivalent personnel considered as "Key management personnel”. The
total remuneration Includes: regular safary, pension contributions, health insurance
contrlbutions, acting allowances, duty allowances and motor car upkeep/aliowance. Total

remuneration for Key management personnel in FY 2015-16 was $892 thousand (FY2014-15:
828 thousand).

Intra-government agencles

The Board engaged the services of the Computer Services Department and the Office of the
Auditor General during the year. The transactions amounted to $62 thousand and 567
Thousands, respectively {2014-15: $57 Thousand and $67 Thousand, respectively). The services
are deemed to have been engaged at arm’s length.

Plan participants

JAS 19 Accounting policy requires the Public Service Pensions Board to disclose the entities to
which the assats of the Fund belong and the amounts for each participant. The current pension
administration system does not allow for the breakdown of this information. The ministries and
partfolios in Public service pensions plan are the following:

Auditor General's Office
Cabinet Office
Judicial Department
Ministry of Home Affairs, Health & Culture —Home Affalrs
Ministry of Home Affairs, Health & Culture - Health & Culture
Ministry of District Administration, Tourism & Transport
Ministry of Finance & Economic Development;
Ministry of Education, Employment & Gender Affairs
Minlstry of Planning, Lands, Agriculture, Housing & Infrastructure
Minlstry of Financial Services, Commerce 8 Environment
Ministry of Community Affairs, Youth & Sports
Office of Complaints Commissioner

. Office of DIrector of Public Prosecutions
Office of Freedom of Information
Portfolio of Civil Service
Portfolio of Legal Affairs

seoepgrETTIR AN EN
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20. Plan partictpants (continued)
The statutory authorities and government companies that participate in the Public service
pensions plan are the following:

Cayman Islands Airports Authority
Cayman Islands Deveiopment Bank
Cayman Islands Health Services Authority
Cayman Islands Monetary Authority
Cayman Turtle farm
CAYS Foundation
CINICO
Civil Aviation Authority
Elecricity Regulatory Authority
ICTA
Information and Communications
Technology Authaority
Maritime Authority Cl
. National Housing Development Trust
National Roads Authority
Public Service Pensions Board
University College of the Cayman Islands
Water Authority of the Cayman islands
Contribution rates pald in by each Plan Participant is in accordance with the default rates as set out
Inthe Public Service Pensions Law.

Fe o Fgmmsan o

2T P33T

21. PSPB's IAS19R Pension Liabilities
The Board’s Actuary, Mercer, has calculated Public Service Pensions Board {"PSPB") actuarial
estimates of liabilitles as at 30 June 2016, related to the PSPB's staff participation in the Defined
Benefit Part of the Public Service Pensions Plan under International Financial Reporting Standard
- International Accounting Standard 19 (RevJune 2011} ("IAS19 R"). IAS 19 was revised in June
2011 and became effective for reporting periods commencing on or after 1 January 2013. For
purpose of PSPB reporting, JAS 19R for fiscal year ending 30 June 2016 reflects the following:

The amounts recognized in the statement of net assets available for benefits is as follows:

30 tune 2016 20 lune 2015

$000 $000
Defined benefit obligation (2,076) {2,097}
Fair value of plan assets 1,560 1,519
Funded status (516} (578)
Effect of asset ceiling/onerous liability - -
Nat Liabiility (516) (578)
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21. PSPB’s IAS19R Penslon Liabilities (continued)

The change in defined benefit obligation is as follows:

30 June 2016 30 June 2015
$000 $000
Defined benefit obligation at end of prior year 2,007 1,996
Current service cost 109 108
Interest expense 100 80
Cashflows - participant contribution 16 21
Benefit payments from plan (69) -
Effect of changes in demographic assumptions 0 (4)
Effect of changes In financial assumptions 327 {116)
Effect of changes in foreign exchange rates {504) 2
Defined henefit obligation at end of year 2,076 2,097
The change In fair value of plan assets is as follows:
30 June 2016 30 June 2015
o $000 $000
Fair value of plan assets at end of prior year 1,519 1,376
Interest income 73 63
Cash flows
Employer and participant contributions 35 45
Benefit payments from plan (69) -
Adminlstrative expenses paid from plan assets = -
Remeasurements — return on plan assets (excluding
interest income) pi 35
Falr value of plan assets at end of year 1,560 1,519
The net defined benefit liability reconciliation is as follows:
30 Juna 2016 30 June 2015
$000 $000
Net defined benefit liability as of beginning of year 578 620
Defined benefit cost included in P&L 136 135
Total remeasurements included in OCl (179) (153)
Cash flows — employer contributions (19) (24)
Net defined benefit liability as of end of year 516 578
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21. PSPB's [AS19R Pension Liabilities (continued)

The components of defined benefit cost is as follows:

30 June 2016 30 June 2015
$000 5000
Current service Cost 109 108
Net Interest cost
Interest expense on DBO 100 90
interest (income) on plan assets (73) {63)
Total net interest cost 27 27
Administrative expenses and taxes - -
Defined benefit cost included in statement of changes in
net assets avaifable for benefits 136 135
Remeasurements (recognized in other comprehensive
income)
Effect of changes in demographic assumptions 0 {4)
Effact of changes in financial assumptions 327 (116)
Effect of experience adjustments (504) 2
(Return) on plan assets (excluding interest income) (2} (35)
Total remeasurements included in other comprehensive
Income (179) {153)
Total defined benefit cost recognized in statement of
changas In net assets availabie for benefits and other
comprehensiva Income (a3} (18)
The sensitivity analysis on defined benefit obligation is shown below:
30 June 2016 30 June 2015
1. Discount rate
a. Discount rate - 25 basls points 2,203 2,213
b. Discount rate + 25 basls points 1,959 1,990
2. Inflation rate
a. Inflation rate - 25 basis points 1,960 1,985
b. Inflation rate + 25 basis points 2,201 2,218
3. Mortality
a. Mortality - 10% of current sates 2,119 2,135
b. Mortality +10% of current rates 2,037 2,063
The expected cash flow for the following vear is as follows:
30 June 2016 30 lune 2015
$000 $000
Expected employer contributions 29 25
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21, PSPB's IAS19R Pension Liabilities {continued)

The significant actuarial assumptions are presented below:

Weighted-average assumptions to determine benefit obligations
30 june 2016 30 June 2015

1. Discount rate 4.00% 4.75%
2. Rate of salary increase 3.50% 3,50%
3. Rate of price inflation 2.50% 2.50%
4. Rate of pension increases 2.50% 2.50%
5. Post-retirement mortality table RP-2014 projected RP-2014
on a generational projected on a

basls using Scale generational

MP-2014  basls using Scale

MP-2014

6. Cost Method Projected Unit Projected Unit
Credit Credit

7. Assetvaluation method Market Value Market Value

Weighted-average assumptions to determine defined benefit cost

30 june 2016 30 June 2015

1. Discount rate 4,75% 4.50%
2. Rate of salary increase 3.50% 3.50%
3. Rate of price Infiation 2.50% 2.50%
4. Rate of pension increases 2.50% 2.50%
5. Post-retirement mortality table RP-94 projected on  UP-94 projected

agenerational ona generational
basls using Scale  basis using Scale
MP-2014 BB

Plan Assets

The Defined Benefit assets as well as Defined Contribution assets of the Ptan are held as part of
the Public Service Pensions Fund (“the Fund”) and managed by the PSPB, The assets of two other
penslon plans are pooled together to constitute the Fund.

The assets are notlonally allocated to each of the three participating penslon plans through an
internal accounting mechanism that tracks, for each accounting period, actual cash flows and
allocates Investment income based on the rate of return earned by the Fund, Based on the data
provided, the gross rate of retum earned by the Fund for fiscal 2015/2016 was 4.89%. Similar
internal accounting is used for developing each participating entity’s share of the asset portfolio
of the Fund.

The valuations are based on the asset value as June 30, 2016 provided to us by PSPB, along with
cash flow and other supplemental asset Information. The assets are held in trust by CIBC
Mellon.
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21. PSPB's IAS19R Penslon Liabilities (continued)

Plan Assets (continued)
The Fund currently has investment policy with a target asset mix of 80% equities and 20% bonds.
As at June 30, 2016, the Fund was invested as follows:

30 June 2016 30 June 2015
Plan Assets by Asset Category ($000) Percentage (5000} Percentage
Equities 433,182 77% 411,606 80%
Debt securities 103,189 19% 97,807 19%
Cash 21,697 4% 6,312 1%
Total 556,068 100% 515,726 100%

The Defined Contribution portion of the Fund totalled $261,754,300 as at june 30, 2016 and
$237,627,800 as at June 30, 2015, as provided by PSPB.

The share of the Fund that been notianally allocated to PSPB with regards to its participation in
the Defined Benefit Part of the Plan is $1,560,000 as at June 30, 2016 and $1,519,000 as at June
30, 2015,

The Actuariol Assumptions

We have used actuarial assumptlons approved by the Financial Secretary, the main sponsor of
the Plan on August 10, 2016. The principal financial and demographic assumptions used at June
30, 2016 and June 30, 2015 are shown in the table below. The assumptions as at the reporting
date are used to determine the present value of the benefit obligation at that date and the
pension expense for the following year.

Measurement Date 30 June 2016 30 June 2015
Discount rate

- BOYdisclosure and current year expense  4.75% per year 4.50% per year

- EOQY disclosure and following year expense  4.00% per year 4.75% per year

- Following year current service cost 4.10% per year 4.75% per year

- Rate used to determine Interest on 3.40% per year 4.75% per year

definedbenefit abligation and plan assets for
followIng year expense

- Rate used to determine interest on current  3.80% per year 4.75% per year
service cost for followling year expense
- Increases in pensicnable earnings 3.50% per year 3.50% per year

- Rate of Pension Increases 2.50% per year 2.50% per year
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21, P5PB Pension Liabilities {continued)

The Actuarial Assumptions {continued)

Mortality

- BOY disclosure and current year

gxpense

- EOY disclosure and following year

expense

Disability
Turnover Rates

Retirement

Assumed life expectations on retirement

Liability Cost Method
Asset Value Method

Commutation of pension

Turnover Rates at sample ages:

Age
20
25
30
35
40
45
50

Except for the discount rate, there hav
valuation.

Males
7.5%
5.0%
3.5%
2.5%
1.5%
0.5%
0.0%

RP-2014
generationally
projected using
Scale MP-2014
RP-2014
generationally
projected using
Scale MP-2014
None

Age related
table

Age 57 and 10
years of service
Retiring today
{member age
57)30.21
Retiring in 25
years {at age
57):32.40
Projected unit
credit method
Market Value of
Assets

All members
commute 25%
at retirement

Females
12.5%
12.5%
7.5%
4.5%

2.5%
5.0%
0.0%

up-94
generationatly
projected using
Scale BB
RP-2014
generationally
projected using
Scale MP-2014
None

Age related
table

Age 57 and 10
years of service
Retiring today
{member age
57)30.12
Retiring in 25
years (at age
57):32.40
Projected unit
credit method
Market Value of
Assets

All members
commute 25%
at retirement

e been no changes in actuarial assumptions since the prior
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21. PSPB’s 1AS19R Pension Liabllities (continued)

Histerically, a single level equivalent discount rate was used to determine the benefit obligation,
service cost, interest cost and interest on the service cost. The discount rate as at June 30, 2016 was
determined in accordance with 1AS19. In accordance with 1AS 19R paragraph 83, determined by
reference to market yields on high quality corporate bonds {consistent with the term of the benefit
obligations) at the fiscal year end date. The Mercer US Above Mean Yield Curve (referencing US
corporate bond yields) was used to determine discount rates due to strong economic and currency
links between the US and Cayman Islands.

Effective July 1, 2016, separate discount rates are being used to value the benefit obligation, service
cost, interest cost and interest on the service cost. The discount rate used to calculate the benefit
abligations is determined by multiplying the liability cashflows by the spot rates and determining a
level equivalent discount rate. The discount rate used to calculate the service cost is determined by
multiplying the service cost cashflows by the spot rates and determining a level equivalent discount
rate. Interest cost is determined by summing the product of the discounted liability cashflows and the
spot rates. Interest on the service cost is determined by summing the product of the

discounted service cost cashflows and the spot rates.

22. PSPB Post Retirement Healthcare Obligation
The Board’s Actuary, Mercer, has calculated actuarial estimates of liabilities as at 30 June 2016 and
actuarial estimates of the defined benefit cost for the fiscal years ending 30 June 2016 and 30 June

2015, for the Post Retirement Healthcare Program (“the Health Plan”). For purpose of PSPB reporting,
1AS 19R for fiscal year ending 30 June 2016 reflects the following:

The amounts recognized in the statement of net assets available for benefits are as follows:

30June 2016 30 Juna 2015

5'000 $'000
Defined benefit abligation 1,317 1,048
Funded status = -
Net defined benefit liability (asset) 1,317 1,048

The change in defined benefit obligation are as follows:

30 June 2016 30 Juna 2015

$'000 $'000
Defined benefit obligation at beginning of year 1,048 993
Current service cost 0 54
Interest expense 50 45
Benefit payments from Employer (6) 0
Effect of changes In demographlc assumptions (88) 14
Effect of changes in financial assumptions 174 (58)
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22. PSPB Post Retirement Healthcare Ohligation (continued)

Effect of experience adjustments 139 0
Defined benefit obligation at end of year 1,317 1,048
The net defined benefit liability reconciliation are as follows:
30 june 2016 30 June 2015
$'000 5’000
Net defined benefit liability (asset) at beginning of year 1,048 993
Defined beneflt costincluded in P &L 50 99
Total remeasurement inciuded in OCI 225 (44)
Employer direct benefit payments (6) 0
Net defined benefit liability {asset) as of end of year 1,317 1,048
The components of defined benefit cost are as follows:
30 June 2016 30 June 2015
5'000 $'000
Current service cost 0 54
Interest expense on DBO 50 45
Defined benefit cost included in P & L 50 99
Remeasurements (recognized in other comprehensive
income)
Effect of changes in demographic assumptions (88) 14
Effect of changes In financial assumptions 174 (58)
Effect of experience adjustments 139 (58)
Total Remeasurement included in OCI 225 {44)
Total defined benefit cost recognized in P & L and OCl 275 55
The sensitivity analysis on defined benefit obligation is shown below:
30 june2016 30 June 2015
$'000 $'000
1. Discount rate
a. Discount rate — 25 basis points 1,388 1,160
b. Discount rate + 25 basis points 1,251 973
2, Health care cost trend rates
a. Health care cost trend rates — 100 basis 1,083 780
points
b. Health care cost trend rates + 100 basis 1,618 1,409
points
3. Mortality
a. Post-retirement mortality assumption + 10% 1,267 1,074

57



Public Service Penslons Board

Notes to the Financlal Statements
For the yoar ended 30 June 2016
{Expressed in Cayman Islands Dollars)

22. PSPB Post Retirement Healthcare Obligation (continued)

The estimated defined benefit cost for the following year (FY 15/16) is as follows:

Amaunt (5000)
{nterest expense on DBO 50

The significant actuarial assumptions are presented below:

Weighted-average assumptions to determine benefit obligations

30 lune 2016 30June 2015

Discount rate 4.05% 4.75%
Health care cost trend rates
Immediate trend rate 5.00% 5.00%
Ultimate trend rate 5.00% 5.00%
Year rate reaches ultimate trend rate N/A N/A
Post-retirement mottality assumption RP-2014 RP-2014

Weighted-average assumptions to determine defined benefit cost

30 June 2016 30 Juna 2015

Discount rate 4,75% 4.50%
Health care cost trend rates
Immediate trend rate 5.00% 5.00%
Ultimate trend rate 5.00% 5.00%
Year rate reaches ultimate trend rate N/A N/A
Post-retirement mortality assumption RP-2014 RP2014

Actuarial Assumptions:
The assumptions as at the reporting date are used to determine the present value of the defined

benefit obligation (DBO) at that date and the defined benefit cost for the following year. The
Actuary used actuarial assumptions selected by the PSPB, which are consistent with the
assumptions used to determined the results for the CiG’s post retirement healthcare program.
The principal financlal and demographic assumptions used at 30 June 2016 and 30 June 2015 are

shown In the table below.,
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22. PSPB Post Retirement Healthcare Obligation {continued)

Actuarial Assumptions continued

Economic Post Basts of Development — Accounting Specific
Assumptions Retirement Assumptions
Healthcare
Discount rate (p.a.) Per IAS 19 para. 83, determined by reference to
¢ 30June 2014 4.50% market yields on high quality corporate bonds
s 30June 2015 A.75% (consistent with the term of the benefit obligations)
o 30 Jjune 2016 4.05% at the fiscal year end date. Mercer US Above Mean

vield Curve {referencing US corporate bond ylelds)
used to determine discount rates due to strong
economic and currency links between the US and
Cayman Islands.

Administrative Included in -
expenses projected
L premiums
Rate of Medical 5.0% Based on an analysis of historical claims
Inflation {p.a.} information and long-term medical inflation
expectations.
Current mortality Recent mortality studies in the U.S. and Canada
rates show that people are living longer. New mortality
tables have been issued by U.S. and Canada. The
o 30 June 2015 RP-2014 mortality table has been updated to better reflect
actual mortality improvement rates experienced in
the US over the last 20 years.
Econormtic Past Basls of Development — Accounting Specific
Assumptions Retirement Assumptions
Healthcare
Future mortality Broad consensus amongst longevity experts that
improvements mortality improvement will continue in the future.
o 30June 2014 Scale BB In the U.S., the future mortality improvement scale
e 30 June 2015 Scale MP- has been updated to Scale MP-2014, which
2014 replaces scale BB which was an interim scale. Scale
MP-2014 was released October 2014.
Disability rates None -
Retirement Age Age 57 810 -
years of
service
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22. PSPB Post Retirement Healthcare Obligation (continued)

Actuarial Assumptions (continued}

Marital assumption

80% -
married,

wife 3 years

younger

Current healthcare
claims cost
assumption

Based on -
2014/15

premium

rates:

Health -

$9,200 per
participant

Dental -

$900 per

participant

Healthcare
coverage - future
pensionhers

Male - 27% Based on Cayman Islands Government experience.

single, 73%
family
Female -
50% single,
50% family

Healthcare
utilization changes
due to age

Mercer Based on analysis of healthcare utilization for
standard Mercer clients in Canada and US and by reference

healthcare to Soclety of Actuaries studies.

aging
assumptions
for medical
and dental

Turnover rates

Age Male Female

20-24 7.5% 12.5%
25-29 5.0% 12.5%
30-34 3.5% 7.5%
35-39 2.5% 4.5%
40-44 1.5% 2.5%
45-49 0.5% 0.5%
50+ 0.0% 0.0%

60



o

Public Servica Pensions Board

Notes to the Finanelal Statemants
For the year ended 30 juna 2018
{Expressed In Cayman islands Dollars)

22, PSPB Post Retirement Healthcare Obligation (continued)

Actuarial Methods

Benefit obiigations are estimated using the Projected Unit Credit method. Under this method
each participant’s benefits under the Plan are attributed to years of service, taking into
consideration projection of benefit costs. Thus, the estimated total benefit to which each
participant is expected 10 become entitled at retirement is broken down into units, each
associated with a year of past or future credited service.

A description of the calculation follows:

o Anindividual's estimated accrued benefit for valuation purposes is the projected benefit at the
full eligibility date, or current age if later, multiplied by the ratio of service at the valuation
date over service at the full eligibility date. Service for this purpose is measured from 10 years
prior to full eligibility. The full eligibility date for this plan Is the minimum of age 50 with 10
years of continuous service.

o The benefit attributed to'an individual's service during a plan year is the excess of the
attributed benefit for valuation purposes at the end of the plan year over the attributed
henefit for valuation purposes at the beginning of the plan year. Both attributed benefits are
estimated from the same projections to the various anticipated separation dates.

o Estimated benefit obligation in respect of a given individual in the Health Plan is the present
value of the attributed benefit for valuation purposes at the beginning of the plan year, and
the service cost is the present value of the benefit attributed to the year of service in the plan
year.

In all cases, the Defined Benefit Obligation s the total present value of the individuals’ attributed
benefits for valuation purposes at the measurement date, and the Current Service Cost is the

total present value of the individuals’ benefits attributable to service during the year.

Participant Data

30 June 2016 01 lanuary 2014

Active Members

Number 1 3
Average years of service 22 years 22 years
Average years of service after age 40 12 years 9 yaars
Average age 51.9 49.4
Pensioners

Number 1 N/A
Average Age 57.4 N/A

61



Public Servica Panslons Board

Notes to the Financlal Statements
For the year ended 30 Juna 2016
{Expressed In Cayman Islands Dollars)

23. Balances Attributable to Each Plan In Respect to Total Net Assets Avaliable for Benefits

Net assets available for benefits accumulated fund consist of the following components:

As restated

30 June 2016 {Note 24)

30 June 2015

$000 5000

Public Service Pension Plan 540,033 499,165
Judiciary Pension Plan (page 24) 5,209 4,783
Parliamentary Pension Plan (page 25) 7,048 7,409
Total 552,290 511,357

24. Prior Period Adjustment

To reduce the unfunded liability and to bring the Public Service Pensions Plan (PSPP) and the
Parlimentary Pensions Plans {PPP) in line with the annual amounts expressed in the 2014 funding
valuation, the Government, in June 2016, took the decision to make an additional payment of
C1$18,000,000. This payment was in addltion to the monthly contributions and was intended to
cover any shortfall in the amortization of the Funding deficiency expressed in the 2014 Valuation
for the PSPP and the PPP.

During the process of allocating the funds between the two Plans, It was realized that the monthly
PSL payments had been misallocated between the PSPP and the PPP with the PPP receiving more
than the annual amount expressed in the 2014 Funding Valuation and the PSPP receiving less. The
total overpayment to the PPP was C1$2,217,000 calculated as follows:

Per Funding Less Amounts | Annual Shortfall | Amortized aver3
Valuation Recelved Years valuation
Period
PSPP $16,233,000 $9,500,000 $6,733,000 $20,199,000
Ppp $ 1,161,000 $1,900,000 {$739,000) ($2,217,000)

To correct the error, the payments made to the PPP in the 15/16 fiscal year of 51,900,000 were re-
allocated from the PPP to the PSPP. In addition a prior period adjustment of $317,000 was made to

account for the remaining balance.

25. Subsaguent Event

New prescribed contribution rates based on the 2014 actuarial valuation have been agreed and
became effactive 1 july 2016, Contrlbution Regulations are being developed to ensure
Government’s and SAGCs compliance.
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25. Subsequent Event {continued)

The new contribution rates are as follows:

Employer

AA = Cayman Islands Afrports Authority®
AF = Sistar tsland Affordable Housing

AO = Audtt Office

CA = Clvi! Aviatlan Authority®

CC = Cammunity College®

CF = CAYS Foundation *

CG = Central Government

€l = CINICO

€Q = Cabinet Office

€5 = Portfolio of the Clvil Service

DA = Diztrict Administration

DB = Csyman lslands Development Sank®
EA = Electricity Regulatory Authorty®

£D = Portfollo of Finance & Development
FQ = Forelgn Offica

HS = Health Services Authority*

HT = Houstng Trust®

! IB = Investment Bureau

}

IC =1CTA*

IE = Portfolio of Internal & External Affzlrs
J0 = Judiclal Department

JP = JPP Employees

LA = Portfollo of Legal Admin

MA = Cayman Islands Monetary Autharity®
MC = Minlstry of Communications

ME = Ministry of Education

MH = Ministry of Health

MP = Minist:y of Planning

MT = Minfstry of Tourlsm

0C = Office of the Complaints Commissianer

P8 = Public Service Pensions Board®

PP = Parliamentary Plan

RA = Natlonal Rozads Autharity*

SA = Maritime Authority *

TF = Turtle Farin®

WA = Water Autharity Cayman®

10 = Infarmation Commissloner's Offlze
OP = Office of the premler

DP = Director of Publlc Prosecutions

£5 = Minlstry of Tourism Financiat Services

DB Employee

‘Contributions Rates

6%
6%
6%
6%
6%
6%
E%
%
6%
6%
6%
6%
%
%
6%
6%
6%
6%
6%
E%
5%
0%
6%
6%
6%
6%
E%
6%
6%
B%
6%
6%
6%
6%
6%
6%
%
6%
b%
6%

DB Empleyer
Contributions
Rates

B%
6%
%
6%
6%

FEEER

6%
%
B%
6%
6%
6%
6%
6%
%
£%
&%
0%
6%
6%
6%
6%
6%
6%
6%
6%
%
6%

6%
6%

6%
6%
6%
6%

# psi for Central Government Is paid In at a rate of 515.99 million per annum
»# psL for the OB Parliamentary Plan Is pald I at a rate of $1.161 milllon per annum

DB
Additiopal
Normal Cost
Contributlon
Rate

2%

5%

5%

0%

5%

5%

5%

13

5%

5%

5%

5%

5%

5%

SN

%

5%

5%

0%

5%

5%

0%

5%

13

5%

5%

5%

5%

5%

5%

0%
46%

%

0%

5%

B

5%

5%

5%

5%

DB pP5L
Contrthutlons
Rates

23%
nfa*
nfa*
0%
nfa*
nfa*
nfa*
%
nfa*
nfa*
nja*
nfa*
nfa®
nfa*
nfa®
3%
nfa*
nfa*
0%
nfa"
n/a*

nh,' -

pC Employes
Contributlons
Rates

6%
6%
%
6%
%
6%
6%
6%

FTRER

&%
6%
6%
6%
6%
6%
6%
6%
6%
10%
6%
6%
6%
6%
6%
6%
6%
&%
6%
%
6%
6%
6%
6%
6%
6%
%
6%

pC
Employ
er
Contrib
utlons
Rates

&%
6%
6%
6%
6%

6%
6%
6%
6%

6%
6%
6%
6%
&%
6%
%
6%
6%
6%
6%
6%
20%
6%
6%
6%
6%
6%
6%
6%
6%
5%
6%
6%
6%
6%
6%
6%
[
6%
6%

v
Additional
Normal
Cost
Contribut
on Rate
0%

0%

0%
%
0%
0%
0%
0%
o%
0%
0%

FR2

FRRIFRRRERER

SRFFERIRREIIRRIERR

DCPSL
Contributions
Rates

0%
n/a*
nfa*

0%
nfa*

nfa*

nfa*
n/a*
nfa*
nfa*
nfa*
a%
nfa*

nfa*

nfa*
nfa*

nja*

nfa®
nfa*
nfa®
nfa*
nfa*

n/a®

0%

0%
0%

nfa*
nfa*
nfa*

nfa
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2014 Funding Valuation Update ~ 1 Januwary 2016

At the request of the Board the Actuary, Mercer, has calculated an update to the 1 January 2014
funding valuation report as at 1 January 2016. As the funding valuation report is produced tri-
annually, the purpose of the Interim report is to provide the Board with an update of the
funding valuation position for each fiscal year in between the issuance of funding valuation
reports, it is not for the purpose of funding the Plans, the report is based on known
assumptions and on assumptions of proposed legislative changes under consideration by the
Government. As such, the figures have not heen used in the financlal statements. Following are
the findings from the 1 January 2016 update:

Events since 1 January 2014 valuation

2016 2015
Public Service Penslons Plan (Deficit} $220M $191M
Parlimentary Penslons Plan S$10M $10.3M
Judiciary Pensions Plan $1.0M $1.1M

Basis for projected funded status

1 January 2016 project is based on:

o Membership data used for 1 January 2014 valuation

¢ 1 January 2016 asset information and cash flow

o Actuarial assumption as outlined in 1 January 2014 valuation

Estimates do not reflect any demographic experience subsequent to 1 January 2014.

It is a funded status update — it does not dictate new contributlon requirements. Contribution

requirements are as per 1 January 2014 Funding Report.

Public Service Pensions Plan
8% Basls

{§’000) 1January 2016 1 January 2015
Market value of DB plan assets 252,000 254,000
Market value of DC plan assets 247,000 216,000
Market value of total plan assets 499,000 470,000
Defined contribution (DC) llabilities 252,000 216,000
Defined henefit (DB) liabilities 467,000 445,000
Total liabllities (DB + DC) 719,000 661,000
Surplus / {Deficlency) {220,000) (191,000)
Funded ratio (DB + DC) 69% 71%
Funded ratio (DB only) 53% 57%
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2014 Funding Valuation Update ~ 1 January 2016 (continued)

Parliamentary Penslons Plan
8% Basls
{$'000) 1 January 2016 1 January 2015
Funded surplus / (Deficiency) ($10,000) (510,335)
Funded ratio
- DBonly 52% 50%
- DB and DC combined 54% 51%
Judiciary Pensions Plan
8% Basis
{$’000) 1 January 2015 1 january 2014
Funded surplus / (Deficiency) $1,140 $1,158
Funded ratio
- DBonly 130% 135%
- DB and DC comhined 125% 130%
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