Acika

CYPRUS INVERTMENT FUNDS ASSQOIATION

CYPRUS INVESTMENT FUNDS ASSOCIATION

ANNUAL REVIEW 2022






Cyprus Investment Funds Assoclation [CIFA)
Annual Reviaw 2022

President’s Statement

Resilient Growth and Strategic Aspirations:
Cyprus Investment Funds Sector in 2022

In 2022, a year filled with unpredictability, the investment funds sector in Cyprus
dernonstrated once again remarkable resilience and solid growth. The sector, one of the
fastest growing in Gyprus’ economy, has become a pivotal support fior the nation's economic
stability. Despite the challenges posed by the global economic landscape and geopolitical
tensions, the Assets Under Manapement saw a significant rise, fncreasing from €2.7 billion
in 2016 to almost €10 billion in the period under review,

The global economic disturbances caused by the COVID-19 pandemic and the war in
Ukraine, and more recently the conflict in Israel and the Caza Strip have also ieft their
mark on Collective Investmients. Yet, in the face of these adversities, the Cyprus Investment
Funds Association [CIFA) has intensified its efforts. The assodation aims to attract
International sector stakeholders to Cyprus, striving to establish the country as a cenfre
of excellence in the international fund and asset management industries. Cyprus’ allure
as a fund destination s a result of 3 combination of factors. These incdude its status as 3
member of the European Union with access to the Euwropean market, its ability to provide
cost-effective and tax-efficient solutions, and its strategic geographic location, which opens
up opportunities in the yet-to-be-explored but promising markets of the MENA and Asian
reglons. Furthermiore, the industry is expanding its reach Into more affluent and significant
countries, such as India, identified as a highly promising target market,

The strategic positiening of Cyprus as a premier destination in the EU for the asset
management industry is increasingly evident. This is atiributed to its wide range of
competitive advantages, which span across various levels: The optimism for a continued
and even accelerated inflow of funds and fund managers to Cyprus in the coming years Is
palpable. This optimism is further supported by the substantial number of applications for
licensing currently pending approval from the sector's regulator, the Cyprus Securities and
Exchange Commission {CySEC).

On the regulatory front, CGyprus has implemented targeted legislative updates, which
have bolstered the country's overall status in the fund industry. This continuous legal
modemisation is a necessary response to the heightened competition from other fund
Jurisdictions. There i an anticipation that the bill repulating the fund administration
services profession will be approved by the Parllament in 2024, following a period of
extensive discussions and deliberations

The strategic
positioning
of Cyprus as
a premier
destination
inthe EU

for the asset

management
industry is
increasingly
evident.
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The Cypriot economy Is proving Its resilience in the face of unprecedented external
shocks. This robust economic outlook is comoborated by international credit rating
agencies, such as Moody's, which recently upgraded the long-term credit rating of Cyprus
toan investment grade after nearly 13 years. Despite ongoing challenges such as persistent
Infiation, regional and global geopolitical tensions, and rising Interest rates, thereis 3 strong
belief in the sustainable growth of the Cypriot aconomy, which was evident both during
2022 and during 2023. This growth is backed by the EU Recovery and Resifience Fund and
is guided by the strategic plan 'Vision 2035". The country's track record of overcoming
obstacles, as seen after the 2013 finandial crisis and during the COVID-12 pandemic, fuels
this optimism.

At CIFA, there is 3 firm belief in the significant role that Foreign Direct Investments
(FDI), including those made through foreign investment funds, can play in driving the
sustainable growth and modemnisation of the Cypriot economy. The investment funds
sector has already seen nearly €3 billion invested in various sectors of the Cypriot economy,
such as shipping, hospitality, education, heatthcare, and renewable energy, There are strong
indications that this trend will continue in the future.

Throughout 2022 and 2023, CIFA has been actively promaoting the sector in numercus
economic forums around the world, aligning with its mandate to promote Cyprus as a
Jurisdiction for funds. A notable achievement In this endeavour was hosting the 36 Annual
Conference of the Intemational Investment Funds Association in Cyprus in October 2023.
This event, which was secured in 2022 through a competitive process, was highly successful
It not only showcased Cyprus as a premier fund destination but also highlighted its appeal
a5 a business and cultural destination.

Expressions of gratitude are extended to the members of CIFA's Board for their
unwavering efforts and commitment, to Invest Cyprus for its continuous support, and to
various associations such as ICPAC, the CRA Sodiety Cyprus, ISl and the Association of
Cyprict Banks for thelr productive cooperation. Additional thanks are due to the Ministry
of Finance, the Cyprus Securities and Exchange Commission, and the members of the
partiamentary Committee on Finandal and Budgetary Affairs. Thelr strategic cooperation
and actions have significantly contributed to enhancing Cyprus' reputation as 3 fund
Jurisdiction of high standards,

Andreas Ylasemldes
President, Cyprus Investment Funds Association (CIFA)
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Why Cyprus

Cyprus is fast becoming one of the top emerging
investment fund centres in Europe in light of

its continuous efforts to upgrade its legislative
and regulatory regime, which is backed up by

its strong network of financial and professional
services providers. Determined to stay at the
forefront of industry developments and offering
unique access to high-growth markets, as well
as a professional and cost-efficient jurisdiction
for funds, the country has developed into a

key regional domicile for investment funds

and asset managers. The country’s population

is one of the most highly educated within the
EU, and the expertise of its service providers

has established Cyprus as a location of choice
for international fund promoters and investors
seeking secure and advantageous fund solutions.

Favourabde EL and

Aocess to an extensive
network of double tax
treaties allowing for
tax effident structuring
of investments

Effident and up-to-
date regulation, fully
harmonised with
related EU Directives

an be listed on the
Cyprus Stock Bachange
and other recognised
Bl stock exchanges

Gyprus-based funds and
assot managers bonefit
from bow tax burdens
Ievied on Cyprus—

Incentives and tax
benafits for high-saming
managers and high-
net-worth individuals
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FUNDS DOMICILE

AT A G I_AN CE (Fourth Quarter of 2022)

Number of Managemant Companles and

CySEC-Authorised Management

Undertakings of Collactive Investments [UCls) Companiles and UCIs Dac 2022
AlFMs
AIFM (Extemal Fund Managers) =4
AIFM (Intemally Managed Fund) I
Sub-threshold AlFMs
AIF (Internally Managed) 1
AIFLNP (Intematly Managed) 38
Special Purposes Entities 4
ClFs 14
Small AlFMs 2
UCITS Management Companies 4
e Jolapen it Dual License Entitles: AlFMs and UCITS MC ]
21 0 283 31 0 Externally Managed UCIs
LHCITS 13
AIF ([Externatly Managed) 62
AIFLNP (Externally Managed) 23
Assets Under Management [AUM;I: RAIF (Registered AlF) 71
L 4
€9.5 billion o
Net Asset Value (NAV): Total Number of UCIs 259
billi
€8.9 billion
International Memberships Memoranda of
Understanding (MoU)

+ International Crganization of Securities
Commissions [I05C0)

= European Securities and Markets Authority (ESMA)

-+ European Fund and Assst Management Association (EFAMA)

= European Systemic Risk Board (ESRE)

= Intemnational Capital Markets Association
(ICMA) - Associate Member

+ International Investrment Fund Association ([1FA)

Bilateral Mol! with 15 Regulatory Authorities
for the exchange of Information

Bilateral Mol with 47 Supervisory Authonties
ouatside the EU for enhanced supenvision of
Alternative investment Fund Managers

Full signatory of the 105C0O and ESMA Multilateral Mol

Mol with the Chartered Institute for
Securities & Investment (C150)
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AuM Analysed by Investment Strategy

UCiTs &
LiCls
5.5% W
ransferable
Bank !
Depaosits Crthier Securities
8.7% 1.2% B4.6%
Private Equity Oither
44 3% 25.4%

AlF, AIFLNP
and RAIF

Funds of
Funds

10.4%
Real Hedge
Estate Funds
10:1% 0 A0

Aubt Basod on Investment Investment
Domicils of UCis Strategy of UCls In Specific
Undar Managemeant Invested in Cyprus Sectors
2.9% gy
Other
- 3.1% €2'5'9_ N
Cayman isands million
3.9% {2.7% of
irejand total AuM)
= Sustainable
L]E'a Yo Investments
€64.4
695% | million
Private Equily [0.7% of
total Aut)
Shipping
€116.7
million
(1.2% of
total AuM)
Fintach
€60.1
million
?9',;83;{'; {D.6% of
— 131% total AuM)
Real Extate
1.5%
| 0.4%
| Hedpe Funds
S 12%
Transieabe
13.4%
Oither
0.9%
 Funds of Funds
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EUROPEAN
INVESTMENT FUNDS

AT A GLANCE gorce ssoursacsoot 2029

Net assets at end 2022: Top Shares in UCITS and
€191 trillion AlFs Net Assets in 2022
uarTs: | Alfs: i

Luxemnbourg £6%
£5.0 trilllon

€12 trillion | €71 trillion

Net outﬂuw&in 2(322:
€273 billion o .
UCITS: | AlFs: .
€167 billion | €105 billion y

Met asset increase since end 2012; —

€9.6 trillion —

£2.6 trillion
MNet sales: | Market appreciation:

o proeii Top five countries accounted for
€5.3 trillion | €4.3 trillion

799% of total net fund assets.

- “ ‘ Top Country
Lt Shares of Fund

Ownership
«  in2022

15.2%

italy
F.0%

Switzerland —
10.1% France
11.3%
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KEY DEVELOPMENTS IN THE UCITS
AND AIF MARKETS IN 2022

Source; EFAMA

UCITS and AiFs - Asset Growth by Source

Net sales of UCITS and AlFs have

turned negative, but the decline oo P L

in net assets was mostly due to

the fall in stock and bond prices. = 39 2

The year 2022 was difficult for UCOTS and AlFs, which :g . :g 12

recorded significant net outflows of €167 billion and g ) _ g - _

€105 billion, respectively, Net UCITS assets declined 3 - 3

by 13.4%; net outflows represented 1.2% of UCITS net = - X e
assets at end 2021 and the remaining 12.2% were due B 2022 Y aetis

tothe market decline. Net AlF assets declined by 11% in

2022, with net outflows accounting for 1.3% of this. SRet-Ses  mblmictfppresition) W Nsert Smuin

The UCITS market was marked P
by substantial net outflows, from (EUR billions)
equity and particularly bond funds.
The net outflows from equity UCITS reflected the poor “ 2
performance of stock markets over much of 2022 Bond === -
LCITS registered their worst results in 10 years, primarily __15
due to a sharp rise in interest rates that negatively .
impacted the valuation of outstanding debt securities 57
and the attractiveness of bond funds.
A7
= Equity =Bond sMulti-Assel = Money Markat = Other

Net AIF sales were impacted by Dutch N e waram

pension funds moving away from AlFs. (EUR tilions]

Met putflows from AlFs reached €105 billion In 2022 This 7%
was mainly due to the decision of several pension funds

in the Metherlands to manage their assets in segregated e

mandates rather than in AlFs, because of the new IFR/IFD 12 7
prudential rules. Excluding the Netherlands and Denmark

—where there was also a trend away from AlFs — AlFs

would have registerad solid net inflows in 2022 (£108 =3

billion), particularly in other AlFs and multi-asset AlFs. o Eiguily o Band o Mt Aset
« Money Market m Real Eslatz  w Oither AlFs
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The war in Ukraine and rapidly Real Growth and Long-Term LUCITS

rising interest rates led to weaker

economic growth and net outflows = 3
from long-term UCITS in 2022, 500 5
This outcome confirms that the economic situation 00 1
has a strong Impact on investors' willingness to invest 5 o
in capital markets and especially in long-term UCITS, P %
It can aiso be observed that the Covid-19 pandemic in e

2020 led to a decline in GDP and a fall in the net sales

of long-term UCITS during that year. At the same time,
the strong rebound in economic growth in 2027 was
accompanied by record net inflows into long-temm funds,

mMef Sales of Long-Term UCITS [LHE)
-+Ell GOP Real Growth [RHS)

23 3094 FMS 2016 2T FME 2019 2000 20N 2033

Demand for SFDR Article S funds Net Sajes of Total UCITS in 2022
was remarkably resilient. e

Net sales of Article 9 funds amounted to €20 billion in 7 =

2022, with positive net inflows in each month of the ]
year. These solid net inflows were even more striking
given that many SFDR Article 9 funds were reclassified
as Articie 8 in the second half of the year to comply with
the SFDR Level 2 guldance provided by ESMA.

155

o Article @ Funds  whuficle 3Funds = Arficle § Funds

UCITS ETFs was another LSl
market segment where net

sales remained positive.

UCITS ETFs attracted €86 billion in net new money

in 2022, a stark contrast to the overall net outflows

from long-term UCITS (£135 billion). This suggests

that the demand for ETFs is less impacted by the global
economic and market environment. The fact that ETFs
are typically fow-cost funds that can be traded like stocks
undoubtedly played a role in their continuing popularity.

2018 Faigt] I 2021 falrrd

L Long-Ferm UCITS Met Bales  mUCITS ETF Mot Sales

T
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LONG-TERM TRENDS IN THE EUROPEAN FUND INDUSTRY

Source: EFAMA

Large funds are becoming increasingly
important in the UCITS market.

It Is often noted that there are too many small funds
in Europe, which cannot take advantage of economies
of scale to better cover their fixed costs. There were
around 12,500 UCITS with less than €100 million under
management In 2022. However, these small funds only
amount to around 4% of the total net assets of UCITS
in 2022, with a market share that is gradually falling. At
the same time, the share of the funds with more than €1
billion in net assets is steadily increasing.

UCITS - Market Shares by Fund Size
[percantage of total net zssets)

2012 215 FilpE

wFunga gresfer than 10 on
u Fumde getwaen 100 mn and 1 on

2020 2021 202

Funos batwsen 1 bini-and 10 bn
= Funae emather than 116 mn

The average cost of UCITS continued
to fall during the last five years.

Locking at the 2018-2022 perind, the average cost of
equity UCITS decreased from 1.01% to 0.87%, whersas
the cost of bond UCITS declined from 0.71% to 0.58%.
This trend is expected to continue In the future, as
increased transparency on fees and competition between
fund managers in peneral and between active and passive
funds in particular will remain in force.

Average ttngu ing Charges of UCITS
[percentapge of net assets)

18 o
'
Etquity

071
{164
‘
Bond

25 = 2020 w2037

The European fund industry is
becoming more international,

with gFDWII"Ig importance

for cross-border funds.

The share of cross-border funds domiciled in the European
Union increased from 47% in 2012 to 54% in 2022. During
this period, the share of funds heid In another EU country
rose from 22% to 28%, whereas funds held outside of
Europe saw thelr share Increase from 24% to 26%. Thase
trends confirm the vitality of the single markat for UCITS
and their success outside the EU, particularly In Asia and
South America.

Shares of Cross-Border Funds
{percentage of total net assets)

51 33
A7 :

24 25 26

2 2013 218 204

54 4
Held outside
i)

uHeld in
another EU
Ciountry

072

v
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WORLDWIDE

INVESTMENT FUNDS

AT AGLANCE

{Source: EFAMA Facthook 2023)
st | ===
Worldwide Total Nbet.i}ill;.ﬁows 2022:
7%/43
€9.6 billion Rl
14%/8.6
Asa-Paciic
Net Sales 42%1257
by Fund Type o
(€/billions) 31%/18.5
Europe
Equity
-26 19%/11.2
Bond =
Multi-Asset 16%/9.9
-9§ 48%/293 o
L&
Money Market
198 et

172

9% /5.6
Other
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About CIFA

was established In 2013 to support investors and asset managers in setting up

and structuring funds in Cyprus. In addition to investor support, CIFA's focus is
to enhance the sophistication and development of the investment funds sector. The
purpose and aspiration of CIFA Is to be the collective voice and the reference point for all
professionals and legal entities offering services or who are engaged in the investment
funds industry in Cyprus. The Board of CIFA Is comprised of highly reputable professionals
experienced in all aspects of the industry, including fund management, advisory, banking,
auditing and legal services. CIFA now has over 370 members from more than 160 leading
companies in Cyprus.

' Support and Development The Cyprus Investment Funds Assoclation (CIFA)

expertise of its members, CIFA has established 11 Technical Committees

comprising of experienced industry professionals. The commiitees follow
relevant developments at local and international level, analyse and discuss implications,
chalienges and opportunities and recommend best policy options and course of action,
that will allow Cyprus to remain at the forefront of related issues internationally, while
continuously expanding and updating its product to meet market needs.

| Technlcal Expertlse To better fulfil its mandate, and to best utilise the valuable

with Cyprus’ invesiment promotion agency, Invest Cyprus, which first took the
initiative for the establishment of CIFA as a natural development of the progress
made thus far in promoting Cyprus as a competitive investment funds jurisdiction. In
extending its local network, CIFA has established close cooperation with the competent
regulatory authorities, the Ministry of Finance, aswell as the relevant industry associations
and professional bodies. At an international level, CIFA is taking all the necessary steps
to become 3 national member of widely recognised and respected international bodies.
An important milestone for CIFA was in 2016, when it becarne a full member of the
European Fund and Asset Management Association (EFAMA). CIFA s actively invelved in
EFAMA Board of Directors' meetings and hosted the 2018 ACM of EFAMA in Cyprus. CIFA
was also accepted as a member of the International Investment Funds Association (IIFA)
in April 2019, is an associate member of the International Capital Markets Assodation
(ICMA) and has signed a Memorandum of Undarstanding (Moll) with The Chartered
Institute for Securities & Investment (CiS1). CI5I is the leading professional body for
securities, investment, wealth and financial planning professionals.

I Local and International Cooperatlon CIFA has a strong working relationship

establishing strategic relationships through which Cyprus funds are able to list

on intemnaticnal fund platforms or organisations such as Clearstream, Refinitiv
(ex-Thomson Reuters) and Bloomberg, with discussions currently underway with also
Mormningstar. In addition, Cyprus has bilateral MoUs with 19 regulatory authorities for
exchange of information, with 47 supervisory authorities outside the EU for enhanced
supervision of alternative investment fund managers, and is full signatory of the 10SCO
and ESMA multilateral Moll.

l Strategic Relatlonships CIFA has boosted the visibility of Cyprus globally by

Support
CIFA members

CIFA's Technical Committees analyse

and discuss implications, challenges and
opportunities presented by developments at
both a local and international level. Related
guidance papers are issued to act as sources of

reference to market partidpants and to help
them capitalise on industiry trends.

Promote

the rus
inve ent
fund industry

CIFA's ultimate goal

is to promote the

Cyprus investment

fund industry both

at home and abroad.

This is achieved locally by

representing the industry in

economic missions organised by

the govemment and regulatory authority,
by hosting fund conferences, events and
seminars, and by interacting with the media.
Internationally this is achieved by promoting
awareness through its involvement with
industry assodations, participation in
industry conferences, targeted roadshows
and sponsoring international fund forums

in key markets aaross the world.
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Enhance professignallsm,
integrity and quali
in the incll:lusl:lltrg

The global finandal services sector is subject
to fast-changing repulations and increased
focus on compliance and transparency. CIFA
encourages professionalism, quality and
integrity in the services offered by market
participants by promoting the protection

of investors, advocating

adherence to high ethical

standards, transparency

and good corporate

govemnance. CIFA also

provides relevant

training in order to

further support the

industry’s growth

and the development

of best practices.

Shape and devel
= regulati:ﬁ

CIFA monitors developments in the global
industry and works dosely with the
government and regulatory authority in
shaping regulation, both when required

in light of regulatory developmentsat a
European level, as well as when needed
to develop new products and services

in order to remain competitive.
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e Board of Directors
by efficlentty developing and
promaoting the funds sector Increasing the

Members capacity
building and Andreas
Sestonst Yiasernides
Tmt by el
organising seminars
and training events to
cater to the needs of
our members in the face
of international and
local developments

Spyros Panikos Maria
Vassiliou Teklos Panayiotou Papanasta
Wi Prosidont Vice Prosident Boand Secretarny Board Treasurer

Our
Goals

Christoforos Antonis Marinos
Antoniades Antoniou Christodoulides
Hoard Mamiber Board Membar o Board Memier
Cooperation and
consuitation with
supervisory and
licensing authorities
to establish an
implementing the new Christos 1 Charalambos
legal framework Kalogeris MNicolaou i Phokas
Board Mamber Board Mermbar goard Member Board Member
Planning and organising more targeted

promotional activities, induding Intermational
events in selected financial centres, as well as

Establishing st promoting Cyprus’ new funds regime through

int tional retationst various communication activities and strategies .

with organisations that will Charalambos Marios Demetris
Prountzos as Tannousis Taxitaris

ey ot foard Memiber Board Memib Board Member Board Mamiber

of the fund Industry locally,

regionally and intemnationally
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CIFA Activities 2022

Developing the Fund Industry

In the courseof 2022, the CIFA Board of Directors has collaborated closely with the Technical Committess to achieve a set of
pivotal objectives. The focus began with fortifying the membership base, aiming to elevate CIFA s visibility on both the global
and local stages. This involved delivering high-guality information and training to members, while concurrently elevating
professional standards. A paramount objective throughout the year has been the steadfast execution of a meticulously
crafted stratepy peared towards advancing and promoting the funds sector. Simultaneously, efforts have been concentrated
on augmenting the appeal of Cyprus as the prefermed jurisdiction for investment funds and intemational fund managers.

Introducing Movel Ventures and Consolldating Tles with Crucdial Intermational Entitles in the Investment Funds
and Asset Management Arena.
After successfully executing a project to onboard Cyprus funds onto Clearstream, resulting in the successful listing of Cyprus
funds on the Clearstream platform. The representative of CIFA continued negotiations with Clearstrezm with regards to
discrimination of Cyprus based investors. Another significant achievement for CIFA was the honour of hosting the Annual
International Investrment Funds Association (IFA) Meeting in 2023

Furthermaore, through a strategic alliance and Memorandum of Understanding (Maol) with the Chartered Institute of
Securities and Investment (C151), CIFA members and professionals in Cyprus and the region now have access to specialised
training, capacity building, and best practices. This seres of achievements undarscoras CIFA's commitment to enhancing
the presence and capabilities of Cyprus funds on both domestic and intemnational platforms.

CIFA Quarterly Newsletter

CIFA introduced its newsletter in 2013, serving as an informative platform for CIFA members and the broader funds
industry, This publication offers insights into legal and technical issues, along with developments within the funds sector.
Functioning as a crucial tool, the newsletter establishes a direct communication channel with members and individuals
involved in relevant activities, contributing to the broader visibility of CIFA. Released guarterly, the newsietter features
valuable contributions from CIFA members, government officials, and the supervisory authority. Since its inaugural release
in September 2013, the newsletter has been consistently published, distributed, and made accessible on the CIFA website:

CIFA Technical Committeas

In 2022, CIFA's Technfcal Committess continued to serve as the driving force behind innovation and progress within Cyprus’
fund industry, These dynamic committees engaged In collaborative brainstorming sessions, providing a platform for
Industry experts to collectively address challenges and pinpoint opportunities. Thelr initiatives took centre stage in shaping
the fund industry landscape by crafting strategic plans, proposing regulatory enhancements, and introducing cutting-edge
practices. Through meticulous analysis and forward-thinking discussions throughout the year, these committess made
substantial contributions to the growth and advancement of the sector. Remaining abreast of current industry trends,
CIFA's Technical Committees piayed a pivotal role in ensuring that, In 2022, Cyprus retalned its competitive edge and
Jllure as a jurisdiction for investment funds. This demonstrated a steadfast commitment to excellence and continuous
improvernant within the financial reatm

CIFA Soclal Media

In 2022, CIFA continued to ieverage the power of sodial media as a central communication platform. Strategically
expanding its presence across diverse social media channels, CIFA utilised these platforms to actively connect with its
members and the broader funds industry. The content disseminated on sodal media offered valuable insights into legal and
technical aspects, delivering timely updates on developments within the funds sector. These social media channels played
a pivotal role as essential tools for direct interaction, creating a dynamic avenue for communication with members and
stakeholders, thereby bolstering CIFA's visibility within the industry. Consistently sharing posts that featured contributions
from CIFA members, government officials, and industry experts ensured that the information remained both timely and
relevant. Throughout 2022, CIFA's commitment to a robust social media presence remained steadfast, fostering ongoing
engagement, and contributing to an expanded reach within the finandal community.

The Cyprus
Economy
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CIFA Events & Other Participations

EFAMA Board of Directors Meetings
CIFA partic
Board of Dire

decisions taken.

Online Conference: Israel &

Cyprus Investment Funds and
Asset Management Industry

Conference: 6th London Business Summit
21March 2022

Organised by the Economist

ices Conferences

24 May 2022
Orgamised by IMH

CIFA Annual General Meeting
27 May 2022

Orgamised fy CIFA

Conference: Invest Cyprus
Road Show in Israel

29 May 2022

Organised by Invest Cyprus

ol Annual

Conference: New York — AA TS Mah W R e
Mediterranean Business Summit -4 1 i bl S
31 May 2022 =ty : : - Cyprus Sum

o Fe
LLLLSRY

o
rganised by Econormist imozct iy II Ma s Y
Organised by Economist Impact } ‘ Navi

Networking event:

Cyprus-India networking event
The sixth Lonton
Buniness Summit

inistry of Energy

Press Conferance: The latest
developments of the funds sector
28 September 2022

Crganizsad by CIFA
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Conference: 18" Annual Cyprus Summit
19 October 2022

Conference: Annual Conference of
the International Investment Funds
Association (liIFA) in London

25-26 October 2022

Organised by IiFA

Conference: The International

Funds Summit & Expo r
. e
7-8 November 2022 =Gl
Organised by IMH, invest Cyprus and CIFA : - ' ; =
Event: The Cyprus-Spain business event . s =
8 December 2022 » f dairn s Gl e S
= o ; = _ P B : =L . " B~ INTERMATIONAL & - 1
Organised by the Cyprus Chamber of Commerce and : . FUNDS SUMIT § EXPO :

Industry

Event: Meeting with the Presidential
candidate Nicos Christodoulides
14 December 2022

Orgarnised by CIFA

Event: Meeting with the Presidential
candidate Averof Neofytou

15 December 2022

Organised by CIFA

During 2022, CIFA atso took part in multiple

business events organised by various other local and
international institutions
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Technical Committees

To fulfil its mandate and to best utilise the valuable
expertise of its members, CIFA has established 11 Technical
Committees comprising of experienced industry professionals.

The Committees follow relevant developments at local

and international level, analyse and discuss implications,
challenges and opportunities and recommend best policy

options and course of action, to allow Cyprus to remain at the

forefront of related issues internationally, while continuously
expanding and updating its product to meet market needs.

Committee Chalrperson
b AIF Committee Michalis Vasiliou
b Anti-Money Laundering (AML) Committee Giorgos Konstantinou
b Asset Management and Distribution Committee Georga W, 5ams
b Ethics and Risk Management Committes Andreas Theophanous
b FinTech Committee Antonis Houry
b Fund Administration Committee Andreas Athinodorou
b Legal and Regulatory Committee Spyros Vassiliou
b Statistics and Fund Research Committee George Martides
b Tax Committee Neafytos MNeofytou
P Training and Human Resource Committee Emiliocs Tannousis
b UCITS Committee Alexios Kartalis
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Technical Committee Summary Reports

iven the undesirable events and unforeseen drcumstances of the last couple of years, the

Undertakings of Collective Investments Sector could not stay unaffected. Based on the data
for the 4th quarier of 2022, the Total Assets Under Management (ALIM) reached €9.5 billion,
recording a 17.7% decrease comparing with the same pericd in 2021. The AlF Committee held
meetings during 2022, the most notable matters discussed were:

« Fund jurisdictions’ Comparison

The Committes has identified the need to create and malntaln a comparison table with the
major Fund jurisdictions, considering relevant parameters such as the legal framework followed,
substance reguirements, need for depositary appointment, etc.

+ European Updates and Developments

I. ESMA's published technical standards on cross-border activities
ureder the UCITS directive and the AIFM Directive

ii. ESMA's updated Q&As on the application of the AIFMD

= Other Matters of Dlscusslon

i, Partnerships Law — important to maintain competitiveness with other funds jurisdictions
iv. Cross-border e-marketing

v. Crypto funds and other EU member states current regulatory framework

Purpose: The purpose of the committee Is to assist the BOD of CIFA in addressing matters related
to Anti-Money Laundering (AML) and Compliance in the Fund tndustry, lialse with the competent
authorities for ML/TF matters, and to support the market practitioners in the fund industry.

Activity Report for 2022
The foliowing report has been prepared to summarise the activities undertaken during the cument

year on behalf of CIFA AML Technical committes:

Completed actions:

+  Reviewed and provided comments on CySEC Consultation Paper "Improving
the Facilitation of Customer Due Diligence with Innovative Technologies”
«  Reviewed and recommended actions for AML critical issues that affect the fund industry
+  Preparation of AML section for EFAMA report
«  Monthly meetings with the committee members to discuss and act
on AML/CFT related matters, and provided recommendations to the
BoD and other key stakeholders within the fund industry
+  Met with other professional bodies and technical committess to discuss
AML Tssues and identify ways to overcome such challenges
+ Reviewed and analysed the upcoming changes in the regulation, including consultation
papers issued from the regulator and provided feedback and comments
+  Memuo sent to CIFA BaD following our review to the letter provided
from the Companies Registrar in relation to the UBD Registry
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= Met and discussed with regulators and other professional bodies the current
regulatory landscape regarding the digital Identity verification

= Met and discussed with other industry professionals about the Anti Money Laundering
Authority (AMLA), that s expectad to be in full force within 2023-2024. Main intention
was to examine any proactive actions that we need to undertake as fund sector

= The AML committes has also analysed the Markets in Crypto-Assets (MICA)
Regulation, which alms to regulate the crypto assets service providers

Brlef outlook for the future

The future outlook for Cyprus is closely comelated with regulatory developments, particularly

in the areas of Anti-Money Laundering (AML), financial crime and wider regulatory regimes. As

previously stated, the Cyprus authorities in charge for Combating Money Laundering (ML) and

Terrorist Financing (TF) have come a long way in transforming their Anti-Money Laundering (AML)

and Courter Terrorist Financing (CTF) regimes, however they have a long way to go considering

the latest developments and challenges ahead. Here's an overview of the kay areas;

= Strengthening AML Regulations: Cyprus has faced scrutiny in the past regarding its AML
framework: The country has been taking steps to enhance its AML regulations to comply
with international standards and mitigate financial crime risks. The implementation of
stricter AML measures js likely to continue, including enhanced due diligence, monitoring
of suspicious transactions, and cooperation with intermational AML initiatives.

= Adoption of EU Regulations: As a member of the European Union (EU), Cyprus
aligns with EU regulations that impact the finandal sector. Recent and upcoming
EU regulations, such as the Anti-Money Laundering Directive {AMLD), Markets
in Crypto-Assets Repulation (MICA), and the Anti-Money Laundering Authority
(AMLA), will have implications for the regulatory landscape in Cyprus.

+ Enhanced Supervision and Compllance: Regulatory developments may lead to
increased supervisory oversight and compliance requirements for finandal institutions and
businesses operating in Cyprus. Stricter reporting obligations, risk assessment frameworks,
and internal control systems are likely to be enforced to ensure better AM| compliance.

= Impact on Financlal Sector: Regulatory developments in AML and finandial
regulations can influence the financial sector in Cyprus. Banks, payment
service providers, fund services, crypto-asset businesses, and other financial
entities may face stricter regulatory obligations, licensing reguirements, and
supervision to mitigate money laundering and terrorist financing risks.

* Reputation and International Cooperation: Regulatory improvements are
essential for Cyprus to enhance its reputation in the international financial
community. Adherence to AML regulations, cooperation with intemational
bodies like the Finandal Action Task Force (FATF), and collaboration with other
Jurisdictions are crucial for malntaining trust and attracting foreign investment.

+ Technelogy and Innovatlon: Regulatory developments, such as MICA, which aims
to regulate crypto assets, may impact the emerging technology and innovation
sector in Cyprus. Businesses operating in the fintech, blockchaln, and digital
asset spaces will need to comply with the evolving regulatory framework to
foster innovation while ensuring consumer protection and financial stability,

Finally, the rapid pace of technological advancements will inevitably lead to increased complexity
and cost in combating crime, terrorism, and money laundering. Technology will play an
integral and invaluable role in anti-money laundering efforts. Companies will need to allocate
significant resources towards developing faster and more secure methods to comply with anti-
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roney laundering regulations. This includes implementing appropriate technology solutions,
re-evaluating and enhancing policies and procedures, and engaging top-notch risk advisory
consultants for support. Ultimately, the collaboration between technology, human expertise, and
robust compliance measures will be vital in combating financial crimes effectively.

The main objective of the committee i the support, development and growth of the Fund and
Asset Management industry in Cyprus. Among the issues discussed were how to promote
Cyprus, how to approach intemnational asset managess that have operation in Cyprus, and the tax
framework for asset managers and investors,

Executive Summary

+ Introducing New PEPP (Pan-European Personal
Penslon Product) Committee CFA/CIFA
A new working group on PEPP (Pan-European Personal Pension Product) which has
been-established in cooperation with the CFA Sedety Cyprus Advocacy Committes
with the ultimate goal of Increasing awareness in Cyprus regarding the PEPP. This
cooperation is formed under the umbrella of the Mol signed between CIFA and CFA
Society Cyprus. The PEPP Committee consists of eight members, five members of
the Commiitee and three members of the CFA Cyprus Advocacy Committee. The
members of the Committee participating in the PEPP working group are Ceorge
Sams, Alkis Hajittofis, Constantinos Kourouyiannis, Maria Ombashi and Panayiotis
Chrysostomou. On behalf of the CRA Society Cyprus, the members are Panayiotls
Mavromichalis, president of the CFA Sodety Cyprus, Zenon Papaphilippou and
Eleni Constantinou, CRA Sodety Cyprus Board Members. Inthis context a QRA-
presentation of PEPP was sent to all members of CIFA and CFA at end of March 2021

+ Onboarding Cypriot Funds on Morningstar
Following the progress of discussion between CIFA and Morningstar for the upgrade of
funds domiciled in Cyprus, Cyprus funds will be rated and become visible to investors, This
is considered important as it will enhance the visibility of both the funds themselves as well
as the jurisdiction, while it is expected to simplify the due diligence procedures performed
by third-party Institutions when considering investments and wire transfers into Cyprus
funds. The success of Cyprus entering is expected to stimulate interast. In this context
two emalls have been sent to all members and fund managers were informed about the
advantages. All interested fund managers, especially those investing into finandal securities
have been already informed about the procedure for uploading on a monthly basis fund
data on the Morningstar platform. A committee under CIFA is working on prerequisites
and will conclude soon the st of funds that will be evaluated from Morningstar.

+  Mew Taxatlon Scheme for Funds
Followlng our proposal three years ago to adapt a new form of taxation for
funds (MAV taxation) our committee, with the presence of Mr. Yasemides, Mr.
Cregoriades and Mr. Neofytou, was called to investigate-formulate the last
tax proposal and to decide on the criteria that funds in Cyprus will follow and
implement the NAV taxation. Our goal is to find an effective solution which will
satisfy our ethical obligations as managers towards our investors and at the same
time support the growth of the fund industry in Cyprus. A win-win cutcome.
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+ Tax Incentives for Asset Management
Mr_ Sams highlighted the Importance of forming a proposal for tax incentives to fund investors
given the long-lasting low interest rate environment. Currently tax incentives are only avaiiable
for savers with insurance plans. This matter needs to be discussed with other investment
professionals as well and some criteria needs to be set for tax exemption eligibility. This topic
could also be discussed with members of the UCITS Committee The committes has stressed
the importance of Unking tax incentives with ESG factors, a trend also observed in the UK. And
or if investments in funds are associated with retirement, then it could be easier to convinoe
tax authorities to grant tax incentives. There are tools which can be used so that funds to
be assodated with retirement, such as spedial provisions in the investment policy for long-
term investments as well as the use of lockup periods to prevent early redemption of units.

Brief Outlook for the Future

= Further enhance the collaboration of all involved with regards

to Pan-European Personal Pension Product (PEPP)

Conclude on the final criteria for introducing NAV taxation for funds in Cyprus
Communication with Asset Managers for discussion with regards to
operaticnal Issues that practitioners are currently facing

Tax incentives for Cypriot funds, proposal will be presented to CIFA BaD
Morningstar onboarding Cypriot funds

Ll

Ll

activities of the Committee are prmarily focused on monitoring developments in
the area of ethics and risk management, with an aim to transiate these into best practice
recommendations for our mambers and the industry as a whole To this end, the Committee
monitored throughout the year, reguiatory and mariet developments, and discussed these with
the regulator and market participants, In an attempt to identify areas where further guldance may
be required. Looking ahead to the next year, the Committee will continue its work on the basis of
its curvent terms of reference and will focus its activities on market and regulatory developments,
arising primarily from new regulations and directives, so to develop practical tools and guidance
for our members, to be able to address such new requirements within thelr own practices.

primary goal of the Finandal Technology (FinTech) committes is to identify emerging
technologies that have the potential to affect and advance the finance sector. The FinTech
committes's duties include keeping an eye on changes In the financial technology sector,
identifying significant trends and technologies that can be applied to the investment funds
sector, and advising and assisting CIFA In the adoption of new standards and technologies that
can promote the development of the investment funds sector in Cyprus.

The adoption of new technology standards by Investment funds and the effects of new
technology on the funds industry are given special consideration. RegTech, the technology
developed to handle regulatory issues in the financial services industry, is given special attention.
The committee met withofficials of the Cyprus Securities and Exchange Commission (CySEC) and
had conversations with them [n which they shared thoughts and opinions on how to encourage
the use of regulatory technology [RegTech) in the Cyprus funds sector for monitoring, supervision,
Know Your Client (KYC), and anti-money laundering (AML) reasons, The committee's goal is to
keep an eye on emerging technology trends and make suggestions for the required reforms that
the funds industry should implement.
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n 2022, the Committee aimed at aiding the CIFA Board of Directors to build excellence in the
profession. The Committee's Chairperson held virtual meetings with the members and thelr

efforts were concentrated on achieving a reduction of the minimum required insurance coverage
amount of the fund administration draft bill submitted to the Ministry of Finance for review.
Through the Committes's initiative and the assistance from the CySEC Vice-Chairman and the
CIFA Chairman, the objective of rediscing the amount from 1% of total assets under administration
to 0.5% was approved by the competent authorities and the draft bill was changed accordingly,

Apart from the above, the Comimittee showcased tremendous flexibility by adjusting its
efforts and objectives to the rapid changes conceming the profession. Specifically, the Committes
addressed the following matters throughout the year under review:
+  Proposed recommendations on the practical implementation of

UBO submissions for funds and participated in meetings with the

CySEC and Registrar of Companies to present them
« Liaised on a continuous basis with other Commitiees and the

Board of CIFA in an attempt to resolve technical issues such as the

inability to issue fractions of shares for corporate funds
« Engaged with associations outside Cyprus toenguire about foreign national

practices and ethics standards and entertained the idea of adopting them locally
+ Emphasised to the CIFA Board of Directors the importance of promoting transparency

and visibility with regards to the fund administration profession, due to the delay in

ratifying the draft bill supervising the relevant services. The CIFA Board entertained

the Idea of data collection from all CIFA members in relation to their areas of practices

and offerad services, in an effort to promote transparency and offer visibility within

the industry. The Board's decision to entertain the matter was to obtain data from

the market in the form of a survey. To this end, a survey document is currently being

prepared, with the collaboration of the Training and Human Resources Committes.

e legal and Regulatory Committee monitors developments at EU tevel and at main

investrment funds centres by analysing, inter alia, the papers and guidelines of ESMA aswell as
any relevant bibliography, including publications by major law firmns, industry associations, papers
supporting EU |epislative initiatives and relevant EU jurisprudence. The Committee also reviews
laws and regulations and recommends to the Board proposals and amendments to be submitted
to the Regulator. During this year the Committee reviewed the activities and acted accordingly
on specific matters, guidance, and instruments from the EU (ESMA, Luxembourg, Ireland, Malta),
Indicatively the Committes Reviewed:
« (Categorisation Directive Amendment
« Compiiance DACE Directive
+ UBO Registry
+  ESMA UCITS Consultation on Stress Tests
+  ESMA UCITS Consultation on Performance Feas
« Loan Origination Funds
+  AIFMDZ Developments
+ ESG Developments
« Funds Rule Book
« Fund Documentation Template Lisis
«  Proposed Legislation on the Regulation of the Fund Administration Profession
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It is also worth mentioning that the Cormmittee extensively engaged with the discussions with
respect to taxation proposals in the context of investment funds in collaboration with the other
CIFA Committees. During the year under review, the Committes has identified certain areas for
which further puidance may be required by market participants, such as fund governance, director
and risk officer roles and responsibilities, delegation ammangements and factors to be considered,
capital adeguacy measurement for managers, professional indemnity insurance arrangements
including technology risks and business continuity plans, on which the Committee will work
together with the Regulator where relevarit to develop more practical guidance for the benefit of
our members and Industry participants as a whole. At the same time, the Committee will continue
todosely monitor and evaluate market and regulatory developments in the areas of ethics and
risk management, in order to sugpest to the Board of the Assodation, recommendations for
possible enhancements.

The CIFA Statistics and Fund Ressarch Committee was established with the poal of collecting
and analysing data on bocal UCITS and non-UCITS funds and providing support and insights
tovarious organisations in Europe and beyond. Since its establishment, the Committee has made
significant progress in meeting its objectives. Spedfically, it has established smooth and efficient
channels of communication with regulatory authorities, such as the Cyprus Securities and
Exchange Commission and the Central Bank of Cyprus. Furthermore, the Commitiee diligently
collected and analysed data on local funds and responded to ad-hot requests for statistical data.
The Committee successfully delivered the 2022 version of the EFAMA factbook representing
Cyprus and providing important insights on funds, regulatory developments in Cyprus regarding
LICITS, AIFMD, MIFID |I, CSDR, EMIR, susiainable finance and the Ant-Money Laundering
Directive among others. In addition, the Committes reported developments in tax legisiation and
financial education.

Following the EFAMA yearly factbook, the Committee delivered the 2022 country report to
lIF&, which CIFA has been a member of since 2019, in addition toother information and statisticat
analysis about the fund Industry. In 2022, the Committee continued to provide monthly and
quarterly statistics on Cyprus authorised and registered funds to EFAMA, as well as other statistical
anatyses and reports as requested by EFAMA and |IFA, These reports were focused on net sales,
net assets, assets under management and number of funds.

Looking ahead, the Committes expects to continue its work in providing support and insights
to the Cyprus funds industry, while also expanding its membership to meet data gathering and
reporting requirements. Specifically, the Committes will continue to:

= Collect and analyse data on local funds

«  Provide support and insights to various organisations

= Prepare monthly and ad-hoc statistics for submission to EFAMA and IIFA

= Prepare the annual country reports for EFAMA and 1IFA

By providing these valuable services, the Committes is playing an important role in supporting
the growth and development of the Cypius funds industry.
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g Chairman of the Tax Commitiee together with the President of CIFA subsequently
attended meetings with the Tax Department and CIFA members to discuss and come to a
common understanding on the necessary changes that should be considered within the Cyprus
tax legislation with regards to the fund Industry in Cyprus. At the beginning of 2022, the Tax
Committes conducted research and analysis on various tax-retated issues, including international
fax developments, tax planning strategies, and potential tax reforms within the fund sector in
Cyprus, The Committee provided various recommendations to the government on tax poficies,
aiming to improve the efficiency and effectiveness of the tax system and to improve the
attractiveness and competitiveness of Cyprus as an intemational fund jurisdiction.

@ Training and Human Resgurce Committee aims to provides industry training and relevant
Continuous Professional Development seminars to CIFA members. To this end, in 2022 the
Committes has been updated with new members and conveyed 3 series of meetings to set the
plan of action, In proposing organising one training per quarter for CIFA members on subject
mattars that will be supgested by the Committee Members, the other Committees, and the
Board of CIFA, The Training and HR Committee has proposed to the Board and approved the
foltowing subject matters.

Tralning and Continuous Professional Development Plan
+ ESG —decarbonisation funds/sustainable finance/greenwashing/
SFDR Disclosures (in collaboration with CFA Society)
« Ethics and integrity in the funds industry
« Regulatory update — Regulator's initiative for funds sector compared to other jurisdictions
+  UBO registry & reporting reguirements for funds
«  Crypto & the fund administration function as well as the role of the depository
+  AIFLNP structures 8. tax matters

Code of Practice & Ethlcal Standards

The Committes will initiate the drafting of the CIFA Code of Practice & Ethical Standards in
accordance with the Eurcpean and international standards. The Committee will work closely with
the management and the Board of CIFA for the drafting of the Code.

Memorandum of Understanding (MOLU) between CIFA and other Academic,

Professional and Industry Bodles

The Chartered Institute for Securities and Investment (CISI) and the Chartered Financial Anatyst
(CFA Institute) are valuable partners of CIFA in demonstrating a high level of competence within
the fund industry tocally, while benchmarking competency to its peers internationally. In 2022,
CIFA signed an MOU with the University of Nicosia and will proceed with additional MO Us with
accredited academic and professional bodies so as to co-organise joint events on various subjects
and coilaborate with these institutions on research and data collection of the market participants
in the funds industry.

Financlal Literacy

The Committes Is working with CIFA to become a vital part of the finandal lieracy initiative
in coordination with the CIFA Board. Focus should be given on financial literacy within the
investment funds area.
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Survey for CIFA Members

The Committee has initiated a survey in order for CIFA to design a study analysing the
human capital of the funds services industry in Cyprus, beginning with CiFA members and
their job rolefcapacity etc. Data collected will then be articulated into a database where
results will be filtered, outcomes will be analysed, and further actions may be decided.

Mewsletter

The Committee has an active role in the CIFA Quarterly Mewsletter, with committee
members contributing knowledge on funds related issues from the human capital and
edircationalftraining angle.

'I'he main target of the UCITS Committee Is to increase awareness in the local market
and make the product known and familiar to the investors. UCITS (Undertakings for
Collective Investment in Transferable Securities) Is relatively new to the market and more
time and publicity is needed.

UCITS is a regulatory framework established by the European Union (EU) for the
management and sale of mutual funds. It provides 3 harmonised set of rules that govern
the organisation, management, and marketing of investrent funds across EU member
states. The main objective of UCITS is to ensure a high level of jnvestor protection and
facilitate the cross-border distribution of investment funds within the EU.

UCTTES committee is scheduled to meet every second month. During the year 2022, the
Committee discussed [ssues around:

+  The new UBO repistry

= General topics affecting the market

UCITS
Committee

Chalrperson:
Alexlos Kartalls

v
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7 Asset Management Ltd
+357 22 763 344
www.Fgam.net

Andreas M. Sofocleous & Co LLC
+357 25 843 000
www.sofocieous. com.cy

B.1.5 Blueport Investment Services Ltd
+357 22 021 232
www. bis-blueport. comy’

TQ Financial Services Ltd

Antis Triantafyllides & Sons LLC

Baker Tilly South East Europe

+357 22 763 344 +357 22 360 600 +357 22 458 500
www.Tigfs.com www._triantafyllides.com www. bakertilly. com.cy
AG ADVOCATES APHEA FUND LIMITED Bank of Cyprus PLC
+357 25 057 000 +357 22 7IT:337 +357 22 128 000
httos://ag-advocates.eu/ www.gmimfunds. com www:bankofcyprus.com. oy

AGW Investment Fund RAIF VCIC PLC
+357 25 057 150

www.agw. fund

Aret] Charidemou & Associates LLC
+357 25 508 000
WWW.arelilaw. com

BAD Capital Partners Ltd
+357 22 021 606
www_baocapital.com

AIFCAP Managars Ltd BDO Cyprus
+357 22 277 289 Argus Stockbrokers Lid +357 22 4535707
www.aifrap. com +357 22 717 000 www.bdo.com.cy

WWWLANGLE. COM.CY
Allatis Energy and Proparty BEMS Limited
AIFLNP V.C.LC. Ltd ARK36 AIFLNP V.C.LC LTD +357 22 265360
+357 25 508 400 www ark3b.com www, bkmsgronp.com
www aliztisfund com

AstroBank (Cyprus) Ltd Blue Diagonal Capital Ltd
Alpha Bank +357 22 575555 +357 25 338008
+357 22 888 888 www.astrobank com www bilue-diagonal.com
www alphabank com.cy

ATG Fund Services Blue House Investment Adviscers Ltd
Alter Domus {Cyprus) Ltd +357 22 057 570 +357 25 281 683
+357 22 465 151 www.aigfunds.com www. bluehouseimestmentadviser com
www.allerdomus.com

Athlos Capltal Investmant C. Savva B Associates Ltd
AmCap Management Ltd Services Ltd +357 22 516 671
+357 25 344 244 +357 22 T10 888 WWWSEVVECYPrUS.Com
www.amathus. capita www.athioscapital com

Centaur Trust Group
AMF Global Athos Group +357 22 495504
+357 25 585 583 +357 22 422 232 www_centaurtrust.com
www.amf-global.com WWW. EROS-groUp. oo
Christodoulos G.

Amicorp (Cyprus) Atonline Limited Vassiliades & Co. LLC
+357 22 504 D00 +357 22 6BO 015 +357 22 556 67T
Www.amicorp.com WWWLILONINL com Wiw_vassiaw.com
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Christos Patsalldes LLC CyproFund Adminlstration EFFECT Software Solutions
+357 22 677 677 Services Limited - CPF {+30) 210 B2 56750
www.patsatides com oy +357 22 474 GO0 www. effect.gr
www.cpfcom.cy
Chrysanthou B Cyprus Bar Association EFG Bank [Luxembourg)
Chrysanthouw LLC +357 22 873 300 5.A., Cyprus Branch
+357 22 677 443 WwW. CyDrsbarassecation.ong #3357 22 1025203
www.Chrysiaw. com www.efginternational com
Cyprus Fiduclary Association
Chryssafinis 8 Polyviou LLC +357 22 256 263 Elena Argyropouiou & Assoclates LLC
+357 22 361000 www.Cyfa.ong.cy +357 25 345 945
WWW.CpIEW. ComLCy www.angyropouloullc com
Cyprus Intermnational Institute
Chrysostomides of Managemamnt Emergo Wealth Ltd
+357 22 777 000 +357 22 462 246 +357 22 449 122
WWW.CHIYSOStOmdes. com WWwW.Clim.ac oy WWW. EmErgowealth.net
Datacenter.com Growth
Chrysses Demetriades & Co LLC AIFLNPV.C.LCLITD Eurobank Cyprus Lid
+357 25 800 000 +357 22 495707 +357 22 208 000
www.demelnizdes.com WWW ELrobani. com.cy
Delfi Capital Management Ltd
CI51 (Charterad Institute for +357 22000413 Eurofast
Securitles & Investment) www.delfinartners.com +357 22 690 222
www.Cisi ong www.eurnfast eu
Daloltte (Cyprus)
Cltlgrade Capltal Ltd +357 22 360300 European Institute of
+357 25 004 550 www, deloitte. cam Management and Finance
www. Citigrade-capital com +357 22 274 470
www.eimfeu
Demetra Investmants Fublic Ltd
Consuico Capltal Limited +357 £2 818 224

+357 22 361300
www consuicocapital com

CP Palema
+357 25 960 060
www. palema.net

Corinth Capitat RAIF V.C.1.C Ltd
+357 22 285100
www.connthinvest.com

Crowe Cyprus
+357 22 755 656
WWW.CTOWE. COMmYicy

CX Financia
+357 22 323 461

www.cxfinanciz.com

Www.demeira com.cy

Demetrios A Demetriadas LLC
+357 22 7659 000
www dadlaw. com.cy

Demetriou & Associates
Business Advisors Ltd
+357 22799 300

wiww dbacy.com

E & G Economldes LLC
+357 25 866 480

www economidesiegal caom

Easternmed Asset
Management Services Ltd
+357 22 274 400

www.eastmedfin.cam

EXCAPRIME RAIFV.C.L.C. PLC
+357 22 367 610

Exsus Trust
+357 22 877 120
www.exsusinternational com

EY Cyprus
+357 25209 959

WWWLEY.COm

Factum V Fund Services Ltd
+357 25 566 830
WWWIECTLITTV. COM

FAl COMPLY
+357 25 933 301

www. faicomply.com
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Fldescorp Limited GMM Funds HLB Cyprus Limited

+357 22 262 844 +357 27 705858 +357 22 002 760

www. fides-corp.com www.global-mm.com www_hib com.cy
Fiduserve Asset Management Limited GMM Global Money Managers AlFM Ltd Ioannides Demetriow LLC
+357 22 418 200 +357 22 77T 337 +357 22 022 999

www, fiduserve com wwwogmmfunds. com Www.idlaw.com.cy

Finartal Capital VCIC Ltd
+357 25 057 150

GMM Global Monay Managers Ltd
+357 22 205 858

KOS CIF Ltd
+357 25814714

www. finarte! fund www.global-mim.com WWW. koS, com.cy
FINCAP Fund Solutions GPB-Finandal Services Limited Intertrust Cyprus
+357 22 277 222 +357 25 055'000 +357 25 257 120
www.fincapfs.com www.gpbfs. com.cy WL tertrus bgroup.com
Fortified Capital Lid G5 Services Limited Ium Capltal RAIF V.C.LC. Lid
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REPORT OF THE BOARD OF DIRECTORS

The Board of Directors of the Cyprus Investment Funds Association
(CIFA) (the "Association") presents to the members its Report and
audited financial statements of the Association for the year ended 31
December 2021.

Principal activitles and nature of operatlons of the Assoclation

The principal activities of the Asseciation, which are unchanged from last
year, are to act as the single unified representative body of the industry
in Cyprus, representing the sector in economic missions to promote
and support the development of the Cyprus Investment Fund industry,
provide support to its members in knowledge building through regular
educational programs and encourage maintenance of industry standards
and professionalism.

Results
The Assodiation's results for the year are set out on page 6,

Board of Directors

The members of the Association's Board of Directors as at 31 December
2021 and at the date of this report are presented on page 1. All of them
were members of the Board of Directors throughout the year ended 31
December 2021, The Electoral General Meeting is hield every thres years.

Independent Audltors

The Independent Auditors, Joannides + Co Limited, have expressed their
willingness to continue in office and a resolution giving authority to
the Board of Directors to fix thelr remuneration will be proposed at the
Annual Ceneral Meeting:

By order of the Board of Directors,

Maria Panaylotou
Secrstary

Micosia, .iiiinin 2023
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INDEPENDENT AUDITOR'S REPORT
To the Members of Cyprus Investment Funds Assoclation (CIFA)

Report on the Audit of the Financlal Statements

Opinlen

We have audited the financial statements of the Cyprus Investment Funds Assodiation (CIFA) (the "Association™), which
are prasented in pages 6 to 18 and comprise the statement of financial position as at 31 December 2021, the statements
of income and expenses, changes in fund account and cash flows for the year then ended, and notes to the finandial
statements, including a summary of significant accounting policies.

Inour opinion, the accompanying financial statements give a true and fair view of the financial pesition of the Association
as at 31 December 2021, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Union and the requirements of the Articles
of Association of the Association, the requirements of the Sodleties and Institutions and Other Related Matters Law of
2017, and Artictes of Association of the Association.

Basls for Oplnion

‘We conducted our audit in accordance with Intemational Standards on Auditing (ISAs). Cur responsibilities under those
standards are further described in the "Auditor's Responsibilities for the Audit of the Finandal Statements” section of our
report. We are independent of the Associatlon in accordance with the Intemational Ethics Standards Board for Accountants'
International Code of Ethics for Professional Accountants {Including international Independence Standards) (IESBA Code)
together with the ethical requirements that are relevant to cur audit of the financial statements in Cyprus, and we have
fulfilied our other ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Informatlon
The Board of Directors is responsible for the other information. The other information comprises the information included
in the Repart of the Board of Directors, but does not include the financial staternents and our auditor's report thereon.

Our opinfon on the finandal statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the finandial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materfally misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. 'We have
nothing to report in this regard.

Responslbllities of the Board of Directors for the Financlal Statements

The Board of Directors is responsible for the preparation of financlal statements that give a true and fair view in accordance
with Intemational Financial Reporting Standards as adopted by the European Union and the requirements of the Articles
of Association of the Association, the Assodations and Foundations and Other Relevant Issues Law of 2017, and for such
internal control as the Board of Directors determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or ermor,

In preparing the financial statements, the Board of Directors is responsible for assessing the Association's ability to
continue as a going concem, disdlosing, as applicable, matters related to going concern and using the going concem basis
of accounting unless the Board of Directors either intends to liquidate the Association or to cease operations, or has no
realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Assodiation's finandal reporting process.

Cyprus Investment Funds Association (CIFA)
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Auditor's Responslibilities for the Audit of the Financlal Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to Issue an auditor's report that includes our opinion.

Reasonable assurance s a high level of assurance, but is not 3 puarantee that an audit conducted In accordance with 15As
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, Individually or in the aggregate, they could reasonably be expected to Influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit In accordance with 15As, we exerclse professional judgment and maintain professional scepticism
throughout the audit. We also:

» Identify and assess the risks of material misstatement of the finandial statements, whether due to

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence

that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

» (Obtain an understanding of intemnal control relevant to the audit in order to design

audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Association's intemat control
» Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the Board of Directors.

» Conclude on the appropriateness of the Board of Directors' use of the going concern basis of accounting

and, based on the audit evidence obtained, whether a material uncertainty exists related to events or

conditions that may cast significant doubt on the Association's ability to continue as a going concern. If

we conclude that a material uncertalnty exists, we are required to draw attention in our auditor's report

to the related disclosures in the financial statements or, If such disclosures are Inadequate, to miodify our

opinion. Cur conclusions are based on the audit evidence obtained up to the date of our auditor's report.

However, future events or conditions may cause the Assodation to cease to continue as a going concem.

» Evaluate the overall presentation, structure and content of the finandal statements,

Including the disclosures, and whether the financial statements represent the underlying

transactions and events in a manner that achieves a true and fair view.

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, iIncluding any significant deficiencies in internal control that we Identify during our audit.

Other Matter

This report, including the apinion, has been prepared for and only for the Association's members as 3 body in

accordance with Section 69 of the Auditors law of 2017 and for no other purpose. We do not, in giving this opinion, accept
or assume responsibility for any other purpose or to any other person to whose knowtedge this report may come to.

Davinla loannldou
Certified Public Accountant and Registered Auditor
for and on behalf of

Joannides + Co Limited
Certified Public Accountants and Registerad Auditors

Micosia, ... . 2073
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STATEMENT OF INCOME AND EXPENSES STATEMENT OF FINANCIAL POSITION
2021 2020 2021 2020
£ £ Mote £ £
INCOME ASSETS
Subscriptions and registration fees 68.750 79950 Current assets
Trade and other receivables 8 38.400 23.856
Total revenue 68.750 79.950 Cash and cash eqguivalents g 181.696 151.989
220.095 175.845
EXPEMSES
Website expenses 8.336 416 Total assets 220.096 175.845
Sundry expenses 350 350
Subscriptions and contributions 12.401 12137 SURPLUS AND LIABILITIES
Adverising expenses 11.883 2142 Accumulated surplus 185.931 167334
Auditors' remuneration for the statutory audit of annuat accounts 1180 1180
Accounting fees 4.284 4784 Total surplus 185.931 167334
Consultancy fees 14.280 2.000 Current liabilities
Hospitality and event expenses 5.629 5Mm
Bank charges 400 360 Payables 10 34165 8.5m
Mgt impairment losses on financial assets (8.600) 6800
Total Uabllitles 34165 g5
Total expenses 50153 35384
Total surplus and labilitles 220.096 175.845
Surplus for the year 18.597 44 566
O oo, 2023 the Board of Directors authorised these financial statements for issue.

The notes on pages 48 to 53 form an integral part of these financial statements.

Andreas Yiasemides Maria Panayiotou
President Secretary

The notes on pages 48 to 53 form an integral part of these financial statements.
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STATEMENT OF FUND ACCOUNT CASH FLOW STATEMENT
Surplus Total 2021 2020
£ € Note £ £
CASH FLOWS FROM OPERATING ACTIVITIES
Balance at 1 January 2020 122.768 122.768 Surplus for the year 18.597 44 566
Surplus for the year 44566 44 566
Adjustments for:
Balance at 31 December 2020/ 1 January 2021 167.334 167.334 (Reversal of impaiment)/impairmant charga of trade receivables) 8 (8.500) 6200
Surplus for the year 18597 18557
9.997 51366
Balance at 31 December 2021 185.931 185.931
Changes In working capltal:
{Increase)/decrease in trade and other receivablas (5.944) 40939
The notes on pages 48 to 53 form an integral part of these financial statements. Increase/(decrease) in payabies 25.654 (12.322)
Cash generated from operatlons 29.707 43983
Met Increase In cash and cash eguivalents 29.707 43983
Cash and cash equivalents at beginning of the year 151.989 108.006
Cash and cash equivalents at end of the year 9 181.696 151.989

The notes on pages 48 to 53 forny an integral part of these finandial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. Incorporation and principal activitles

Country of Incorporation
The Cyprus Investment Funds Association [CIFA) (the "Association”) was incorporated in Cyprus on 25 April 2013 under the
provisions of the Associations and Foundations and Other Relevant Issues Law of 2017, with the purpose to act as a single
unified representative body of the industry in Cyprus. its repistered office is at 9 Makarios [l Avenue, Severis Bullding, 4th
floor, Micosia, 1065, Cyprus.

Princlpal activities

The principal activities of the Assaciation, which are unchanged from last year, are to act as the single unified representative
body of the industry in Cyprus, representing the sector in economic missions to promote and support the development of
the Cyprus Investment Fund industry, provide support to its members In knowledge building through regular educational
programs and encourage maintenance of industry standards and professionalism.

Operating Environment of the Assodation

On 24 February 2022, Russia launched a military operation in Ukraine. Many governments are taking increasingly stringent
measures against Russia and Belarus. These measures have already slowed down the econamies both in Cyprus but globally
as well with the potential of having wider impacts on the respective economies as the measures persist for a greater period
of time, The confiict may have serious consequences on the Cyprus economy and also worldwide, which are difficult to
precisely estimate.

The main concem at the mement is the rise of inflation, the uncertainty mainly about tourism and financial services
and the increase in the price of fuel, which will affect household Incomes and business operating costs.

With the recent and rapid development of the Coronavirus disease [COVID-13) pandemic the world economy entered a
period of unprecadented health care crisis that has caused considerable global disruption in business activities and everyday
life. Many countries have adopted extraordinary and economically costly containment measures. Certain countries have
required companies to fimit or even suspend nomal business operations. Governments have implemented restrictions on
travelling as well as strict quarantine measures throughout the year.

Industries such a= tourism, hospitality and entertainment have been directly disrupted significantly by these measures.
Cither industries such as manufacturing and financial services have also been indirectly affected.

In Cyprus, on 15 March 2020, the Coundil of Ministers in an extraordinary meeting, announced that it considers that
Cyprus is entering a state of emergency considering the uncertain situation as it unfolds daily, the growing spread of
CONID-19 gutbreak and the World Health Crganization’s data on the sttuation,

Tio this end, certain measures have been taken by the Republic of Cyprus since then with a view to safeguarding public
health and ensuring the economic survival of working people, businesses, vulnerable groups and the economy at large.

Mew entry regulations have been applied with regards to protecting the population from a further spread of the disease
which tightened the entry of individuals to the Republic of Cyprus within the year. Additionally, a considerable number of
private businesses operating in various sectors of the economy had closed for 2 period of time while a number of lockdown
measures, such as the prohibition of unnecessary movements and the suspension of operations of retail companies
(subject to certain exernptions), were applisd throughout the year. The measures had been continuously revised (lifted or
tightened) by the Republic of Cyprus during the year taking into consideration the epidemic status In the country.

The objective of these public policy measures was to contain the spread of COVID-19 outbreak and have resutted in
minor operational disruption for the Assodation.

Cyprus Investment Funds Association (CIFA)
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In paraliel, governments, including the Republic of Cyprus, introduced various financial support schemes in response
to the economic impacts of the COVID-19 coronavirus pandemic. The Assodation has not applied for such govemment
assistance. The detalls of all the arrangements that might be available to the Assodation and the period throughout which
they will remaln available are continuing to evolve and remain subject to uncertainty.

The Association is continuing to assess the implications for its business when these arrangements are no longer availabie
and has reflected their impact in Its stress-scenarios for going concern purposes.

2. Basls of preparation
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union (EU). The finandal statements have been prepared under the historical cost convention.

3. Adoption of new or revised standards and Interpretations

During the cument year the Association adopted all the new and revised International Financial Reporting Standards
(IFRS) that are relevant to Its operatiens and are effactive for accounting periods beginning on 1 January 2021. This
adoption did not have a material effect on the accounting policies of the Association.

4. Slgnificant accounting policles
The princdpal accounting policies adopted in the preparation of these finandial statements are set out below. These

policles have been consistently applied to all years presented in these finandal statements unless otherwise stated The
income of the Association is recognised as follows:

Subscription Income
Revenue comprises the invoiced amount for subscriptions, net of rebate and discounts, recognised on an accrual basis.

Deferred Income
Deferred income represents income receipts which relate to future periods.

Financlal assets

Flnanclal assets - Classification

The Association classifies its financial assets in the following measurement categories:

—  those to be measured subsequently at fair value {either through OCi or through profit or loss), and
F those to-be measured at ameortised cost.

The classification and subsequent measurement of debt financial assets depends on: (1) the Assodiation's business model
for managing the related assets portfolio and (i) the cash flow characteristics of the asset. On initial recognition, the
Association may irrevocably designate a debt financial asset that otherwise meets the requirements to be measured
at amortized cost or at FVOC or at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that
would otherwise arise.

All other financial assets are classified as measured at FVTPL

HAnanclal assets - Recognition and derecognition
All purchases and sales of financial assets that require delivery within the time frame established by regulation or market
convention (“regular way" purchases and sales) are recorded at trade date, which isthe date when the Association commits
to deliver a finandial instrument. All other purchases and sales are recognised when the entity becomes a party to the
contractual provisions of the instrument.

Financial assets are derecognised when the rights to recebve cash flows from the financial assets have expired or have
been transferred and the Association has transfemed substantially all the risks and rewards of ownership.
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4. Slgnificant accounting policies (continued)
Financlal assets (continued)

Financial assets - Measurement
At initial recognition, the Association measures a financial asset at its fair value plus, in the case of a financial asset not at
fair value through profit or loss (FVTPL), transaction costs that are directly attributable to the acquisition of the finandal
asset. Transaction costs of financial assets carried at PVTPL are expensed In profit or loss. Fair value at initial recognition
Is best evidenced by the transaction price. A galn or loss on initial recognition Is only recorded if there is a difference
between fair value and transaction price which can be evidenced by other observable current market transactions in the
same instrument of by a valuation technigue whose inputs include only data from observable markets.

Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows
are solely payment of principal and interest.

Financlal assets - Impalrment - credit loss allowance for ECL

The Association assesses on a forward-looking basis the ECL for debt instruments measured at amortised cost. The
Association measures ECL and recognises credit loss allowance at each reporting date. The measurement of ECL reflects:
(1} an unbiased and probability weighted amount that is determined by evaluating a range of possible cutcomes, (i) time
value of money and (jil) all reasonable and supportable information that is available without undue cost and effort at the
end of each reporting period about past events, current conditions and forecasts of future conditions.

The carrying amount of the financial assets is reduced through the use of an allowance account, and the amount of the
loss is recognised in the statement of income and expenses within ''net impairment losses on financial assets”. Subsequent
recoveries of amounts for which loss allowance was previously recognised are credited against the same line item.

Drebt instruments carried at amortised cost are presented in the statement of finandial position net of the allowance
for ECL

Expected losses are recognised and measured according to one of two approaches; general approach or simplified
approach.

For trade receivables the Association applies the simplified approach permitted by IFRS 9, which uses lifetime expected
losses to be recognised from initial recognition of the financial assets.

For all other finandial instruments that are subject to impaimment under IFRS 9, the Assodiation applies general approach
-three stape model for impalrment, based on changes In cedit quality since initial recognition. A financial instrument that
s not credit-impaired on inltial recognition is classified in Stage 1

Financial assets in Stage 1 have their ECL measured at an amount equal to the portion of lifetime ECL that results
from default events possible within the next 12 months or until contractual maturity, if shorter ("2 Months ECL"). if
the Association identifies a significant Increase In credit risk ["'SICR") since Initial recognition, the asset is transferred to
Stage 2 and its ECL ks measured based on ECL on a lifetime basis, that is, up until contractual maturity but considering
expected prepayments, if any ("Lifetime ECL"). Refer to note 6, Credit risk section, for a description of how the Association
determines when a SICR has occumed. If the Assodiation determines that a financial asset is credit-impaired, the asset is
transfarred to Stage 3 and its ECL Is measured as a Lifetime ECL. The Association's definition of aredit impaired assets and
definition of default is expiained in note 6, Credit risk section.

Financlal assets -Reclassification
Financial instruments are reclassifiad only when the business model for managing those assets changes. The reclassification
has a prospective effect and takes place from the start of the first reporting period following the change.

Financlal assets - write-off
Financial assets are written-off, In whole or in part, when the Association exhausted all practical recovery efforts and has
concluded that there is no reasonable expectation of recovery. The write-off represents a derecognition event.

The Association may write-off financial assets that are still subject to enforcement activity when the Assodiation seeks
o recover amounts that are contractually due, however, there is no reasonable expectation of recovery.
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Cash and cash equivalents

For the purpose of the cash flaw statement, cash and cash equivalents comprise cash at bank. Cash and cash equivalents are
carried at amortised cost because: (i) they are held for collection of contractual cash flows and those cash flows represent
SPPI, and (i) they are not designated at FVTPL

Trade recelvables

Trade recelvables are amounts due from customers for services performed in the ordinary course of business. If collection is
expected in one year or less (or in the normat operating cycle of the business if longer), they are classified as current assets,
If not, they are presented as non-current assets. Trade receivables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interast method, less loss allowance.

Trade receivables are recognised nitially at the amount of consideration that Is unconditional unless they contain
significant financing components, in which case they are recognised at fair value. The Association holds the trade receivables
with the objective to collect the contractual cash flows and therafore measures them subsequenily at amortised cost using
the effactive interest method.

Trade receivables are also subject to the impairment requirements of IFRS 8. The Association applies the IFRS 9 simplified
approach to measuring expected credit losses which uses a lifetime expected |oss allowance for all trade recelvables. See
note &, Credit risk section.

Trade receivables are written off when there is no reasonable expectation of recovery. Indicators that there Is no
reasonable expectation of recovery include, amongst others, the failure of a debtor to engage In a repayment plan with the
Association, and a fallure to make contractual payments for a period of greater than 365 days past due.

Other payables
Payables are initially measured at fair value and are subsequently measured at amortised cost, using the effective interest
rate method.

Offsetting financlal Instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position if, and
only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on
a net basis, or to realise the asset and settle the liability simultaneousty. This is not generally the case with master netting
agreements, and the related assets and liabllities are presented gross in the statement of finandial position.

5. Mew accounting pronouncements

Af the date of approval of these financial statements, standards and interpretations were issued by the International
Accounting Standards Board which were not yet effective. Some of them were adopted by the European Union and others
not yet. The Board of Directors expects that the adoption of these accounting standards in future periods will not have a
material effact on the finandal statements of the Assodation.

6. Financlal risk management

Fnanclal risk factors

The Assodation is exposed to credit risk and liquidity risk arsing from the financial instruments it holds, The risk management
policies employed by the Association to manage these risks are discussed below:

6.1 Credit risk
Credit risk Is the risk that one party to a finandial instrument will cause a financial toss for the other party by falling to meet
an obligation. Credit risk arises from cash and cash equivalents and trade receivables.

)  Risk management
Credit risk is managed on a group basis. For banks and financial institutions, the Association has established policies
whereby the majority of bank balances are held with independently rated parties with a minimum rating of ['C'].
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6. Financlal risk management (continued)
61 Credit risk (continued)
(1) Risk management (continued)

If there is no independent rating, Management assesses the credit quality of the customer, taking into account its
financial position, past experience and other factors.

There are no significant concentrations of credit risk, whether through exposure to individual customers, specific
industry sectors and/or regions.

These policies enable the Association to reduce its credit risk significantly.

(it} fmpairment of financial assets
The Association has the following types of financial assets that are subject to the expected credit loss model:
- trade recejvables
—  cashvand cash equivalents
The Association's exposure to cradit risk for each class of (asset/instrument) subject to the expected credit loss model
Is set out below:

Trade recelvables
The Association applies the IFRS 9 simplified approach to measuring expected credit losses which uses 3 lifetime
expected loss allowance for all trade receivables,

To measure the expected credit losses, trade receivables have been grouped based on shared credit risk characteristics
and the days past due. The Association defines default as a situation when the debtor is more than 365 days past due on
its contractual payments.

The loss allowances for trade recelvables as at 31 December 2021 reconcile to the opening loss allowances as follows:

Trade recelvables
2021 2020
£ £
Balance at 1 January 17000 10200
(Decrease) / Increase in loss allowance recognised In profit or loss during the year (8.600) 6.800
Balance at 31 December 8.4001 7000

Cash and cash equivalents
The Association assesses, 00 a group basis, its exposure to credit risk arising from cash at bank. This assessment takes into
account, ratings from external credit rating institutions and intemal ratings, if external are not availabie.

The gross carmying amounts below represent the Assodation's maximum exposure to credit risk on these assets as at 31
December 2021 and 31 Decernber 2020:

Assoclation Internal credit rating 2021 2020

€ €
Underperforming 181.696 151.989
Total 181.696 151.889

The ECL on current accounts s considered to be approximate to 0, unless the bank is subject to.capital controls. The ECL
on deposits accounts is calculated by considering published PDs for the rating as per Moody's and an LGD of 40-60%
as published by ECB.

Cyprus Investment Funds Association (CIFA)
Fnancial Statemants for the year ended 31 Decomber 2021 | ) )

{iii) Netimpairment losses on financialassets recognised in profit or loss
During the year, the following gains/(losses) were recognised in profit or Loss in relation to impaired financial assets:

Impalrment losses 2021 2020

£ €
Impairment charge - trade receivables = (6.800)
Reversal of impairment - trade receivables 8.600 -
tet impairment profit/{loss) on financial assets 8.600 (6.800)
6.2 Liquidity risk

Liquidity risk is the risk that arises when the maturity of assets and liabilities does not match. An unmatched position
potentially enhances profitability, but can also increase the risk of losses. The Association has procedures with the object
of minimising such losses such as maintaining sufficient cash and other highly liguid current assets and by having available
an adeqguate amount of committed credit facilities.

7. Critical accounting estimates and judgments
The preparation of finandal statements in conformity with IFRSs requires the use of certaln oritical accounting estimates
and requires Management to exercise its judgment in the process of applying the Association's accounting policies. It also
requires the use of assumgptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Although these estimates are based on Management's best knowledge of current events and actions,
actual results may ultimately differ from those estimates.

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the dircumstances.

Critlcal accounting estimates and assumptions

The Association makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom egual the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next finandial year are discussed below.

—  Calculatlon of loss allowance

When measuring expected credit losses the Assodation uses reasonable and supportable forward looking information,
which is based on assumptions for the future movermnent of different economic drivers and how these drivers will affect
each other.

Loss given default is an estimate of the loss arising on default It is based on the difference between the contractual cash
flows due and those that the lender would expect to receive, taking into account cash flows from collateral and integral
credit enhancements.

Probability of default constitutes a key input in measuring ECL. Probability of default is an estimate of the likelihood of
default-over a given time horizon, the calculation of which includes historical data, assumptions and expectations of future
conditions.

—  Deferred revenue

Drefermed income is revenue from subscription and registration fees that have been recejved by the Association during the
year in relation to Income of the next year. Therefore, deferred income has been recognised as a liability In the statement
of financial position and will be de-recognised during the year the income relates to.
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8. Trade and other recelvables

2021 2020

£ £

Trade recelvables 37.700 40.300
Less: credit loss on trade receivables (8.400) (17.000)
Trade recelvables - net 29.300 23300
Deposits and prepayments 840 556
Accrued income 3.500 -
Deferred expensas 4.760 -
38.400 23.856

Trade recelvables represent amounts due from members for subscription and registration fees which are due for
receipt on demand.

The fair values of trade and other receivables due within one year approximate to their carmying amounts as
presented above.

The exposure of the Association to credit risk and impairment losses in relation to trade and other receivables is
reported in note 6 of the finandial statements.

9. Cash and cash equivalents
Cash balances are analysed as follows:

2021 2020

£ £

Current accounts 181.696 151.989
181.696 151.989

The exposure of the Association to credit risk and impairment losses in relation to cash and cash equivalents s
reported in note 6 of the finandial statements.

10. Payables
2021 2020
€ €
Accruats 6.664 6.955
Other creditors 21.451 1.556
Deferred income 6.050 -
34165 B51

The fair values of payables due within one year approximate to thelr carrying amounts as presented above,

11. Contingent liabllitles
The Association had no contingent fiabilities as at 371 December 2021.
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12. Commitments
The Assodiation had no capital or other commitments as at 31 December 2021

13. Events after the reporting period

The geopoliticat situation in Eastern Eurape intensified on 24 February 2022 with the commencement of the conflict
between Russia and Ukraine. As at the date of authorising these finandal statements for Issue, the conflict continues to
evolve as military activity proceeds. In addition o the impact of the events on entities that have operations in Russia,
Ukraine, or Belarus or that conduct business with their counterparties, the conflict is increasingly affecting economies and
financial markets globally and exacerbating ongoing economic challenges.

The European Union as well as United States of America, Switzerland, United Kingdom and othar countries imposed a
series of restrictive measures (sanctions) against the Russian and Belarussian government, various companies, and certain
individuals, The sanctions iImposed include an asset freeze and a prohibition from making funds avallable to the sanctioned
individuals and entities. In addition, travel bans applicable to the sanctioned individuals prevents them from entering or
transiting through the relevant territories. The Republic of Cyprus has adopted the United Nations and European Union
mieasures. The rapid deterforation of the confiict in Ukraine may as well lead to the possibility of further sanctions in the
future.

Emerging uncertainty regarding global supply of commodities due to the conflict between Russia and Ukraine conflict
may also disrupt certain global trade flows and place significant upwards pressure on commaodity prices and input costs
as seen through early March 2022. Challenges for companies may include availability of funding to ensure access to raw
materials, ability to finance margin payments and heightened risk of contractual non-performance.

The impact on the Association largely depends on the nature and duration of uncertain and unpredictable events, such
as further military action, additional sanctions, and reactions to ongoing developments by plobal finandal markets.

The financial effect of the current crisis on the global economy and overall business activities cannot be estimated with
reasonable certainty at this stage, due to the pace at which the conflict prevalls and the high tevel of uncertainties arising
from the inability to retiably predict the outcome.

The event did not exist in the reporting period and is therefore not reflected in the recognition and measurement of
the assets and liabilities in the financial statements as at 31 December 2021 as it is considered as a non-adjusting event

The Association has limited direct exposure to Russia, Ukraine, and Belarus and as such does not expect significant
impact from direct exposures to these countries.

Despite the limited direct exposure, the conflict is expected to negatively impact the tourism and services industries in
Cyprus. Furthermaore, the Increasing energy prices, fluctuations in foreign exchange rates, unease In stock market trading,
rises in Interest rates, supply chain disruptions and intensified inflationary pressures may indirectly impact the operations
of the Association. The indirect implications will depend on the extent and duration of the crisis and remain uncertain.

Management has considerad the unigue drcumstances and the risk exposures of the Assodiation and has concluded
that there is no significant impact In the Association's profitability position. The event is not expected to have an immediate
material impact on the business operations. Management will continue to monitor the situation closely and will assess the
need for impairment of finandal assets in case the crisis becomes prolonged.

Except from the matters mentioned above, there were na other material events after the reporting period, which have
a bearing on the understanding of the financial statements.

Independent auditor's report on pages 42 to 43






