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Acronyms

ARMC Audit and Risk Management Committee
CEO Chief Executive Officer

CMDA Capital Market Development Authority
HDFC Housing Development Finance Corporation Limited
HR Human Resources

1HAS International Internal Audit Standards

IPO Initial Public Offering

ISSA International Social Security Association

IT Information Technology

MMA Maldives Monetary Authority

MRPS Maldives Retirement Pension Scheme
RAMP Reserve Advisory and Management Program
RNC Remuneration and Nomination Committee
RSA Retirement Savings Account

SAA Strategic Asset Allocation

SOE State Owned Enterprise

SOIP Statement of Investment Principles

SOP Standard Operating Procedure

SPC Statement of Pension Contribution

3 Annual Report 2018



Chief Executive Officer’'s Statement

We are looking forward to 2019 as we will be marking the are planned for 2019. Firstly, the introduction of annuity
10th anniversary milestone of Pension Office. Owing to our products for MRPS members. Administrative work necessary
hardworking team, we have certainly achieved the affection for annuity products has now been completed. Secondly,
and trust of the public since the inception of Pension Office technical consultancy of the World Bank is enlisted to
in 2009. diversify investments. This will enable the proposal of

) . legislative amendments to the Government in a systematic
Assets of the pension fund has grown to MVR 12.40 billion

and over 140,000 individuals has contributed to the fund.

During the year, pension contribution exceeded MVR 1.00

manner. Our aspiration is that these will result in a very
positive change to the Pension Office and pension fund.

Billion and pension benefits were disbursed to over 25,000 Members of MRPS were given the opportunity to utilize

beneficiaries. pension fund to make payment for obligatory Hajj in 2019.

This was facilitated by determining procedures that will not

As we prepare for the 10th year of Pension Office, there _ _
. ) . compromise the fundamental concept of the pension fund.
still remains a lot more to accomplish. Although the

fundamentals of a pension fund has been established | wish to thank the Chairperson and Board Members for
during the past 9 years, it is noted that additional effort is the continued guidance and advice regarding Pension
required to increase retirement benefit and expand fund Office affairs. Further, | satisfactorily note the work ethic
coverage or enroliment. of the Senior Management and other staff. The trust and

endearment bestowed on the Pension Office by the public

Foundation for the future should be determined based on ) )
is a result of the dedicated efforts of our team.

the aforementioned areas. New perspective is required

for the benefit of members to address current legislative | would also like to convey my gratitude to the President’s
and administrative challenges. Work is required to initiate Office, Ministry of Finance and other state institutions for
the Disability Insurance Scheme and further increase the the cooperation provided to the Pension Office.

enrollment of self-employed individuals in the pension
<cheme | wish a bright future for the members of the pension fund
' and may the staff of the Pension Office be blessed with

To further enhance the pension fund, two key activities continued determination to continue this outstanding effort.
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IKey Statistics of 2018

Participation of over 423 public sector employers in MRPS.
Participation of over 1 ,632 private sector employers in MRPS.
Total number of employees contributing to MRPS is 95,087
Average monthly contribution to MRPS is MVR 92.00 million.

Average Retirement Pension disbursed per month is MVR 4.87 million.
MRPS Fund has MVR 1 2.40 billion including Accrued Rights.
Basic Pension disbursed to 1 6,860 beneficiaries.
Average Basic Pension disbursed per month is MVR 36.93 million.
Average State Other Pension disbursed per month is MVR 23.38 million.

Average Senior Citizen Allowance disbursed per month is MVR 45.90
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About Pension Office

Maldives Pension Administration Office (“Pension Office”) came into existence following ratification of the Maldives Pension Act
(“Pension Act”) on 13th May 2009 by the President.

The Pension Office is an independent legal entity with perpetual succession, having a separate seal, possessing the power to sue and
be sued in its own name and having the right to acquire, hold and dispose of movable and immovable assets in accordance with the

law and to make undertakings in its own capacity.

(O

Vision Mission

To be the most trusted, respected, and loved The future income security and income
public institution in the Maldives. stability of all our people are assured upon
their retirement.

We endeavor to:

Manage Maldives Retirement Pensions

Scheme
Deliver exceptional pension services

Establish outstanding communication

and awareness

Set high standards and benchmarks

for pension
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Core Values

Integrity

Set remarkably high standards of honesty and
transparency and preserve impeccable image
nationally and internationally.

Communication

Committed to openness and share frequently,

simply and clearly.

Team Spirit

Culture of lively debate, respect for the
opinions of others, humility and a commitment
to continuous learning and helpfulness.

Value people who generate, foster and
present ideas and find new ways to interpret
and understand surroundings and emerging
trends.

Passion, dynamism and determination to
deliver the best results for members and

ensure every one operates at full capacity.

Key Functions of
Pension Office

The Pension Act mandates Pension Office to
carry out the following functions:

Administer and manage Pension
Schemes established under the
Pension Act

Provide Retirement Pension
Pay Old-Age Basic Pension

Formulate  regulations,  standards
and guidelines to operate schemes
established under the Pension Act

Conduct awareness  programmes
on schemes established under the
Pension Act

In addition to the aforementioned functions,
disbursing State Other Pension and Senior
Citizen Allowance to beneficiaries are functions
of the Pension Office.
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[ Organization Structure]

Remuneration and
Nomination Committee

Audit and Risk

Board members .
Management Committee
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Internal Audit

Chief Executive Chief Internal
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Pension Administration Corporate Affairs &
& Technology Public Relations
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Officer Officer Officer
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Executive Bureau .
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Investment
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Data & Application Legal Affairs

Financial Management
& Control

Public Relations

Member Services

Crucial changes were made effective from O1stJanuary 2018
to the organization structure of the Pension Office in order
to strengthen administration, achieve the vision and mission,
and accelerate work. This change has enabled organizing
and administering work effortlessly in accordance with the
direction of the Board.

The organization structure introduced in 2018 is composed
of 3 divisions overseen by the Chief Executive Officer. The 3
divisions are; Corporate Affairs and Public Relations Division,

Investment and Financial Management Division, Pension
Administration and Technology Division. Further, the work
of these 3 divisions are divided among 12 departments.

In addition, the current organization structure has an
Internal Audit function reporting to the Audit and Risk
Management Committee of the Board. All the work and staff
of the Pension Office are assigned to these three divisions
and function.
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[ Corporate Affairs and Public Relations Division]

Corporate Affairs and Public Relations Division is overseen
by the Chief Operating Officer. This division is composed of
5 departments. They are the Executive Bureau, Corporate
Affairs, Legal Affairs, Public Relations and Member Services.

Executive Bureau

Main functions of the Executive Bureau includes, providing
administrative support to the Board and CEO, discharging
the duties of Board Secretariat, preparing and safekeeping
Board documents and conducting induction program for
newly appointed Board Members.

Corporate Affairs

Corporate Affairs department manages the development
of policies related to staff and human resources, manages
all matters pertinent to staff, and facilitate administrative
support.

Legal Affairs

Key responsibilities of the Legal Affairs department are
providing legal advice, representing Pension Office at court
of law, drafting of laws, regulations and contracts, and
communicating with state institutions on legal matters.

Public Relations

Conducting campaigns through various mediums to
raise awareness about the pension system, working on
stakeholder relations, organizing Pension Office events,
updating Pension Office website and social media platforms
are responsibilities of the Public Relations department.

Member Services

Member Services department was established to
communicate with individuals seeking information, entering
documents and forms into the system, and issue statements
from the Pension Office.

[ Investment and Financial Management]

The Investment and Financial Management division
comprises of 4 departments working under the Chief
Financial Officer. The departments are Research and
Analytics, Investments and Advisory Services, Investment

Operations and Financial Management and Control.

Research and Analytics

Functions performed by Research and Analytics department
includes performing due diligence on investments,
researching financial status of listed companies and banks,
compiling industry information, and evaluating investment
risk.

Investment and Advisory Services

Investment and Advisory Services is mainly tasked
with ensuring whether MRPS investments are made in
accordance with the SOIP objectives, risk management and

governance procedures.

10

Investment Operations

MRPS funds are managed by the Investment Operations
department. Accordingly, daily fund valuation and unit price
determination, trading securities, and disbursement of
funds from MRPS are functions of this department.

Financial Management and Control

Financial Management and Control department provides
administrative support related to disbursement of MRPS
funds, issues benefits to beneficiaries of State Other
Pension, prepares the Pension office budget and maintains

records of expenditure.

Annual Report 2018




[ Pension Administration and Technology]

The 3 departments under Pension Administration and
Technology division is directed by the Chief Technology
Officer. The 3 departments are Pension and Claims,
Collection and Compliance, Data and Application.

Pension and Claims

Major responsibilities of the Pension and Claim department
includes, timely disbursement of pension and State
allowances to beneficiaries, handover of funds through
the courts to heirs of deceased members, facilitating the
collateralisation of RSA funds for housing purchases, and

recovering overpayments.

Collection and Compliance

Receiving MRPS  contribution from employers and
reconciling contribution to RSA of members, ensuring
employer's compliance with Pension Act and regulations,
taking action against non-compliers are tasked to Collection
and Compliance department.

Data and Application

Essential functions undertaken by the Data and Application
department includes, management of “Koshaaru” system,
other internal systems and databases, maintaining [T
infrastructure of Google Cloud Platform, providing technical
assistance, generating various reports for the Management,
developing software and providing software related
training to staff, and developing Pension Office website and

[ Internal Audit ]

Internal Audit function is overseen by the Chief Internal Auditor. This function was established to audit different areas of the Pension

Office, report audit findings to CEO and Board committees, and oversee implementation of audit recommendations.

[ Pension Office Financing ]

As per Section 7 (a) of the Pension Act, the Pension Office is financed through an administrative fee charged on the RSA balance of

MRPS members. Accordingly, administrative fee of 0.60 percent charged in 2018 was less than the administrative fee of 0.80 percent

charged during the preceding year.

The total income received in 2018 as administrative fee was MVR 49,852,977.08 million and the total annual expenditure amounted
to MVR 38,589,839.54.
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Activity Report
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Numerous activities and work beneficial to the community were undertaken during 2018 to further promote the objectives of

Pension Office, strengthen administration and increase the scope of services.

[ Internal Audit and Risk Management ]

Internal Audit continues to be an important pillar within the
governance framework at Pension Office, since the setup
of the in-house audit function in August 2015. It assists in
accomplishing organizations objectives by supporting the
independent and objective appraisal of business processes
to ensure sound and appropriate internal control systems
are in place. Overseen by ARMC, and in collaboration with
the Management, Internal Audit continued to work towards
the development of a sustainable function during the year
2018.

Program of Internal Audit - Annual Audit
Plan

In setting the program of internal audits for the reporting
period, an annual audit plan was developed which consists
of audit assignments and schedule for the calendar year.
It identified and prioritized the reviews using the results of
the annual risk assessment of the audit universe including
input from Management and approved by ARMC. The
major reviews identified included processes under Pension
Administration and Investment Operation.

Internal Audit conducted regular and
systematic reviews on the adequacy and
effectiveness of key controls and processes
of the operating units.

During the year under review, 4 audits were undertaken
of which, 3 audits were completed and 1 audit is in
progress. Those audits included review of pension
payment disbursements with the corresponding account
reconciliations, audit of collateralization of accumulated
savings in the pension fund for home purchase financing,
bank verification process of members for the purpose of
pension disbursements, determination of unit price for
valuation of members RSA, switching of member portfolios
and a review of pension overpayments and recovery
process. The results of the audit work, incorporating audit
recommendations and Management responses on control
issues were reported to ARMC during the year.

Periodic follow up on outstanding audit
recommendations

Throughout the year, Internal Audit monitored
Management's progress towards implementing the agreed

recommendations from previous reviews. The follow
up reports were periodically submitted to ARMC. This
validates the continuing effort by the Management to close
outstanding audit actions.

Internal Audit Gap Analysis exercise

During the last quarter of the year ended, Internal Audit
carried out a gap analysis exercise to identify initiatives
for the development of the function to ensure audits were
performed in line with best practices of the profession.
This identified needs and opportunities for improvement
by aligning the current state with the future vision of the
function. The identified initiatives along the line of its core
characteristics such as its roles, people, planning, work
practices, standards, performance and technology were
included as part of the strategic plan activities for the year
2019. This was to be reassessed annually and maintained
in an ongoing basis for the purposes of strengthening the
function.

Other key development activities

Over the reporting period, preparation of work programs
for future audits were carried out, which documented
four major area's process maps, control reviews, and test
programs. Other Internal Audit efforts included reviewing
working papers used in audits such as test formats and
findings sheet and refining those documentations to
be in-line with IIAS. Additionally, work was underway to
develop new performance targets to improve efficiency and
productivity of the function. Apart from this, to enhance
professional competency, audit staff participated in various
in-house and external professional training in internal audit
and other areas during the period under review.

Risk based regulatory inspection by CMDA

During the reporting period, apart from Internal Audit
independent appraisals, annual onsite risk based inspection
was carried out by CMDA. Key areas assessed by the
inspection included, operational risks, investment risks,
risks to member data and public awareness. The inspection
suggested number of control and process improvements.
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[ Stakeholder Relations ]

During 2018, the Public Relations department of the Pension Office conducted wide-ranging activities to promote stakeholder
relations and raise awareness of the general public on matters relevant to pension.

Activity/Work Total

Information Session 16
TV/Radio Program 12
News/News Articles 42
Social Media Posts 263
TV Commercials 6
Billboards/Tactical Boards 12
Leaflets 300
Merchandise Distribution 1500

Maldives Finance Forum

The Maldives Finance Forum organized by the Pension Office annually since 2012 was held in 2018, with the theme focusing on “The
Role of Institutional Investors in Long-Term Financing for Growth and Development”. The participants of the Forum held on 30th April
2018 at the Kurumba Maldives Resort included leading figures and technical experts in economic and financial sector.
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Participated in HR Summit 2018

Pension Office made a presentation on the topic of “Pension as an Employee Benefit”in the “"HR Summit 2018". HR Maldives organised
the summit focusing on executives working in the human resource field in the Maldives. Information was provided to over 200
participants of the summit on promoting pension as a benefit to employees and advantages of pension to both the employers and
employees. Additional information related to pension was disseminated through a stall of Pension Office.

Roadshow

A roadshow was held jointly with HDFC to inform MRPS members on collateralizing pension fund to finance housing purchases.
Additional information related to MRPS was also provided during this event.
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Information Sessions

Sessions were held in Male’ and in the atolls to spread information on MRPS to private and public sector employees, and students

as well. During these sessions information on the pension system and pension schemes were provided to over 1087 participants.

Media

Awareness on pension system was raised during 2018 through TV, Radio and Newspaper media outlets. These included
advertisements, television programmes and newspaper articles. In addition, special attention was given during the year to utilize

social media to promote knowledge. Accordingly, popular social media platforms were engaged to disseminate information and
news.
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Celebrating International Day of Older Persons

To celebrate the International Day of Older Persons, Pension Office held an event on 12th December 2018 in HDh. Kulhudhuffushi.
During this program information on areas relevant to senior citizens were provided. In addition, video profiles of notable senior
citizens from Kulhudhuffushi was presented. Further, “"Madhadhu” program planned to be jointly conducted by the Pension Office

and Maldivian Red Crescent was launched. Announcement was made during the event that a park will be developed in Kulhudhuffushi
for senior citizens by the Pension Office.

17
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Corporate Social Responsibility Activities

Following are the summary of corporate social responsibility activities carried out by the Pension Office in 2018:

Provided financial and technical assistance to “Ranveyla” program activities under the memorandum of understanding
between Pension Office and Ministry of Gender, Family and Social Services.

Provided financial assistance to strengthen administrative affairs of Senior Citizens Association of the Maldives.

Provided financial assistance to the survey conducted by the Human Rights Commission of the Maldives to ascertain the
conditions of senior citizens and people with special needs.

Provided financial assistance to the Special Prevention Program organised by the National Drug Agency.

Staff of Pension Office visited senior citizens admitted at Indira Gandhi Memorial Hospital on 01st October 2018 and donated
150 fruit baskets to mark the International Day of Older Persons.

Provided financial assistance to the Accounting Forum organised by the Auditor General's Office.
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[ Information Technology )

Pension Office rigorously focuses on providing efficient and
speedy services by utilizing modern information technology.
Accordingly, systems are in place to cater for external and

internal demands.

Significant work in the IT field was executed by the Data and

Application department of the Pension Office in 2018.

Development of Cloudnet

Cloudnet functions as the intranet to speed up the processes
and link various departments of Pension Office. During

2018, numerous developments were made to Cloudnet.

Initiatives made in this regard includes development of
ticket generation module for outgoing documents through
Cloudnet, multiple ticket generation module, multiple
document and notice attachment module, API to connect
HR system and attendance devices and updating SOP

maintenance application.

In addition, applications for Cloudnet SMS notification,
generate documents like letters and notices automatically,
print cheques, share attendance information through
Facebook Workplace chat function, generate guest wi-
fi codes, and pension payout beneficiary portal were

developed.

To increase the usefulness of Cloudnet, effort was made to
develop bank account verification portal, phone call logging
application, manual overpayment refund portal, “Koshaaru”
pension payout and billing scheduling application, and asset

management software for pension fund.

Development of Software

Important work carried out in 2018 to develop various types

of software used by the Pension Office includes:

Development of Information System software to

manage updated information of MRPS members

and employers

Development of Online Voluntary Contribution
software for self-employed individuals to enable
making pension contributions in an efficient

manner

Development of Authentication System to allow
the usage of different software and websites

using a single username and password

Development of Investment portal called “Binaa”
to facilitate the submission of documents by

parties seeking investment from the pension fund

Development of Software for online submission of

service request forms to Pension Office

Development of “Koshaaru” module to make

annuity payments from pension system

Development of Website and Mobile App

To enable easy access to information related to Pension
Office, further improvements were made to the website
and mobile app of Pension Office during the year in review.
Accordingly, English version of the website was launched
and work on designing second version of the website was
initiated. Further, additional components were added to the

mobile application.

IT Security

Entire IT infrastructure of Pension Office was transferred
to the Google Cloud Platform in 2017. Continuous effort is
made to ensure the security of IT infrastructure of Pension
Office. A disaster recovery plan was tested in 2018 to
prevent security challenges to the IT infrastructure, ways to
restore the system and reduce outage time was identified

during this process.
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[ Compliance ]

It is mandatory under the Pension Act for the employer to enroll employees in MRPS and make regular pension contributions on
their behalf. In 2018, first notice was issued to 3,463 non-compliers and final notice was issued to 1,370 non-compliers for failing to

pay pension contributions.

Numerous inspections were carried out to ascertain employers compliance with the Pension Act and relevant regulations during the

year. Following are the details of such inspections.

Details of Inspections ‘ Total
Number of planned inspections and number of ad hoc inspections 66
Number of door to door inspections 84
Total Number of Inspections in 2018 150

[ Legal Action ]

Request was made to take legal action against 69 non-compliant employers by the Collection and Compliance department in 2018.
From these, 28 employers paid the pension contribution and submitted SPC prior to the initiation of legal action.

During 2018, cases against 39 employers were registered in Civil Court for failing to comply with notices. Following court verdicts, 14

employers settled the outstanding payment.

Judgement enforcement cases against 26 employers were submitted for not complying with the Civil Court verdicts.

[ Legislative and Regulatory Developments]

Laws and Regulations Introduction Date

Regulation on Enrollment and Disbursement of Benefits to Foreign Employees under the Maldives
: . 27th March 2018
Retirement Pension Scheme

2nd Amendment to Regulation on Basic Pension to Older Persons 27th December 2018
1st Amendment to Regulation on Disbursement from Maldives Retirement Pension Scheme 27th December 2018
2nd Amendment to Regulation on Maldives Retirement Pension Scheme 27th December 2018

[ Training ]

Pension Office gives priority to ensure that staff members have the necessary talent and information to discharge job responsibilities.

In this regard, training opportunities were facilitated in 2018 to increase their productivity.

Atotal of 21 employees participated in seminars, workshops and conferences held abroad. Further, 33 staff participated in trainings/
workshops and forums organised by 11 different local institutes. In addition, Pension Office organised a training program for all staff

members on Dhivehi language.

Redevelopment of “Koshaaru” portal used to make MRPS contributions is scheduled for 2019. A one day workshop for the Data and
Application team was held in V. Fulidhoo island to prepare for this initiative, brainstorm and provide information on system modules.

Training programs aimed at customers of Pension Office were also held. In this regard, training on SPC submission was provided to

65 employers during the year.
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Under the Pension Act, Pension Office administers three pension schemes, namely Maldives Retirement Pension Scheme (MRPS),
Old-Age Basic Pension Scheme (BP) and Collateralization of MRPS Funds for Housing Finance Scheme. Additionally, Pension Office

disburses State Other Pension under an agency arrangement.

. . X State Other Senior Citizen
Details Basic Pension i
Pension Allowance
Beneficiaries per month (average) 1,240 16,860 7,230 17,335
Total disbursed amount (MVR) 58,462,860.47 443,152,107.85 280,560,577.89 550,823,763.65

Details of disbursement in 2018 under schemes administered by the Pension Office and as State Other Pension

[ Maldives Retirement Pension Scheme (MRPS)]

The primary objective of MRPS is to ensure individuals save during employment to cater for their livelihood in retirement and
ultimately creating financial independence. MRPS is a defined contributory pension scheme administered with contribution of 14.00
percent of the pensionable wage by both employees and employers. The members of this scheme receive investment returns in
addition to the contributions.

Following are the details of contributions, enrollment of employees and employers in MRPS as at 31st December 2018.

Public sector contributions 437,284,981.49
Private sector contributions 663,570,658.35
Total contributions to the Scheme in 2018 1,100,855,639.84

Members Enrolled in MRPS Total

Members enrolled from public sector 40,066
Members enrolled from private sector 55,021
Total members in the Scheme by 31st December 2018 95,087
Employers enrolled from public sector 423
Employers enrolled from private sector 1,632
Total Employers in the Scheme by 31st December 2018 2,055

During 2018, MVR 58,462,860.47 was disbursed to MRPS members as pension benefit. On average, 1,240 members received MRPS
benefits per month.
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[ Old-Age Basic Pension Scheme (BP) |

Old-Age Basic Pension Scheme (BP) is designed to provide financial security for individuals who had no access to pensionable income
prior to retirement age. This scheme is a lifelong pension benefit, fully funded by the Government, provided to all Maldivian citizens
who have reached the age of 65, subject to meeting the eligibility criteria of the scheme.

A total of MVR 443,152,107.85 was disbursed as Basic Pension during the year and on average 16,860 beneficiaries received Basic

Pension monthly.

[ Collateralization of RSA Balance for Housing Finance]

Pursuant to the 3rd Amendment of Pension Act, MRPS members were given the opportunity to collateralize RSA balance towards
the down payment of housing purchases. This scheme is administered in collaboration with mortgage finance providers. Under this
scheme, members will be able to utilize the accumulated pension savings towards paying the down payment for home purchases.

Atotal of 159 application by 242 MRPS members was received in 2018 to collateralize RSA funds for housing purchases. From these,
funds were collateralized for 138 applications of 206 members. The total amount of collateralized funds are MVR 31,345,050.14.

[ Disbursement of State Other Pension ]

Under a memorandum of understanding executed between Pension Office and the Ministry of Finance, State Other Pension are
disbursed by the Pension Office since April 2011.

During the year a total of MVR 280,560,577.89 was disbursed to beneficiaries as State Other Pension. On average 7,230 individuals
received State Other Pension monthly.

Furthermore, effective from February 2014, Pension Office was assigned to disburse Senior Citizen Allowance - a state-funded
benefit provided to Maldivians above 65 years of age who do not receive monthly pension benefits of MVR 5,000.

Total of MVR 550,823,763.65 was disbursed as Senior Citizen Allowance in 2018. On average 17,335 beneficiaries received the

allowance monthly.
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[ Economic OutlooR ]

During the year, the Maldivian economy grew by 7.65 percent according to figures published by the MMA. Economic growth
translated to increase in government revenue from January to December 2018, standing at MVR 21.32 billion representing a 5.25
percent increase.

Tax revenue for the government, increased in 2018 by 4.21 percent from 14.74 billion to 15.36 billion compared to the corresponding
previous period. The biggest contributors to tax revenue were GST, Import duty, BPT with a combined share of tax revenue at 85.16
percent, and grew by 5.86 percent compared to the previous year. The Government expenditure for the same period was MVR 25.84
billion, which represents an increase of 14.84 percent from 2017. The increase in expenditure was contributed by an increase of
20.29 percent spending on recurrent expenditure compared to the same period last year.

[ Summary of Capital and Financial Markets ]

The banking assets stood at MVR 50.97 billion, which represents a modest growth of 4.67 percent as at December 2018 compared
to the same period last year. The deposit base of the banks stood at MVR 30.03 billion, representing an increase of 3.23 percent.
Despite the growth in deposit base and a reduction of reserve ratio during 2015 by the central bank, lending grew by 7.89 percent
during the year, compared to 16.00 percent increase in the previous year. Banks increased deposits with MMA by 1.72 percent,
compared to the previous period in which the banks increased its holdings with MMA by 15.06 percent.

The lending rate by banks to the private sector increased to 10.68 percent by the end of the year, compared to 10.11 percent at the
end of the previous year. Lending rate for the public sector increased to 9.68 percent compared to 9.17 percent during the previous
year.

The interest on short term deposits offered by banks increased to 2.52 percent on average, and the interest on long term bank
deposits increased to 3.28 percent at the end of the year. The rates of the Government treasury bills remained unchanged at 3.50
percent, 3.87 percent, 4.23 percent and 4.60 percent for 28 day, 91 day, 182 day and 364 day respectively.

During the year, HDFC listed a conservative bond to cater for the housing demand fueled by developments in Hulhumale. There were
no new IPOs in the capital market in 2018 and liquidity in the capital market remained thin. The MASIX index of the Maldives stock
exchange decreased by 2.96 percent during the year.
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Contributions and Payouts (MVR, Millions)
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During the year, MRPS members contributed a total of MVR 1,100.86 million which represented an 8.00 percent increase from the

previous year. The average contributions for the year was MVR 92.00 million per month which represents an increase of MVR 7.00

million per month from the previous year. The total pension payouts for the year was MVR 58.46 million representing an average
pension payout of MVR 4.87 million per month. In terms of the contribution composition, private sector contributions represented

60.00 percent of the total contributions to the scheme.

MRPS Funds Performance (MVR, Millions)

MRPS Assets

MRPS Assets, by category

1,154.39

7317.71 -

Openingbalance  Contributions

419.59 17.02

8,784.89

Investment
Income

Net intra-fund
and Lumpsum
transfers

Housing Benefit Payout  Administration Subtotal

Collatalisation Fee

53.20%

35.28%

TBills

TBonds

5.43%

Equity

2.65%
]

Fixed
Deposits

1.27% 1.10% 0.88% 0.18%

General Sukuk

Investments

Bonds Cash

MRPS consist of four different funds; (1) Investment Fund, (2) Sharia Fund, (3) Conservative Fund and (4) Sharia Retirees Fund. The
combined asset value of all funds, increased by 20.05 percent on a net basis during the year, from MVR 7.31 billion to MVR 8.78

billion.

During the year, the holdings in treasury bills and fixed deposits increased to 53.20 percent and 2.65 percent respectively compared
to 46.48 percent and 2.08 percent in 2017. During the year, placements in long term fixed deposits were increased as part of the
policy to shift the asset allocation towards longer term instruments as per the target asset allocation adopted in 2017. Investments

in the asset classes and maturities remain fairly constant with the 2017 trend.
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Asset Class Performance

Asset Class Weight Annual Return 2018
Equity 5.44% 12.93%
Sukuk 1.11% 8.41%
T-Bond 35.34% 521%
T-Bill 53.30% 4.76%
Fixed Deposits 2.66% 3.60%
General Investments 1.28% 3.34%
Bond 0.88% 3.14%
Fixed Deposits Weight Annual Return 2018
12 Months 1.26% 2.58%
03 Years 0.53% 0.51%
05 Years 0.87% 0.51%

In terms of the individual performance of the asset classes, equity was the best performing asset in 2018 with 12.93 percent return
from dividend payments; equity generated an annual return of 18.80 percent in 2017. Investments in Sukuk was the second highest
performing asset with a return of 8.41 percent. Treasury bonds, which consists of tenures ranging from five to eight years, made
an annual return of 5.21 percent from coupon payments compared to 5.50 percent in 2017. The return on treasury bills was 4.76
percent compared to 4.71 percent in 2017.

Individual Fund Performances

Net Assets Returns
MRPS Funds 2 Year Average . .
(MVR, Millions) Return Since Inception
Pre-Retirement Funds
Investment 8273.49 5.40% 5.20% 5.30% 6.78%
Sharia 146.44 5.88% 2.80% 4.34% 2.37%
Post-Retirement Funds
Conservative 334.08 4.59% 4.35% 4.47% 5.71%
Sharia Conservative 5.47 3.39% 0.42% 1.91% 0.47%
Recognition Bond 3422.85 5.00% 6.00% 5.50% 5.46%

During the year, Investment Fund which is the biggest fund of MRPS by asset value made an investment return of 5.40 percent,
compared to 5.20 percent the previous year. The Sharia Fund made a return of 5.88 percent compared to 2.80 percent return from
the previous year. The increased returns of the Sharia Fund represent the return from sharia bond instrument invested in 2017.

The Conservative Fund is a treasury bill fund and made a return of 4.59 percent during the year compared to 4.35 percent made in
2017. The Sharia Conservative Fund makes its investments entirely in General Investment Accounts and made an investment return

of 3.39 percent.

The Recognition Bond Fund represents the service recognition bonds awarded to Government employees who were in service at
the time of the Pension Act implementation in 2009. The returns are accrued based on the highest fixed deposit rate of the previous

year, and the returns were accrued at 5.00 percent during 2018.
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[ Investment Fund ]

Investment Fund Investment Fund Composition

39848 6160 1546 0.00 45.86 52.34%
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37.32%

5.74%
2.81%

- 0.93% 0.70% 0.16%
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Net assets of the Investment Fund increased by 19.63 percent during the year compared to 2017. The contribution inflow was
recorded at MVR 1.00 billion and MVR 398.00 million was earned as investment income. Housing collateralization outflows represents
funds transferred to financial institutions under the housing collateralization scheme, and amounted to MVR 15.00 million. The
outflows and lump sum transfers represent inter-fund transfer to MRPS Conservative Fund due to the retirement or death of
members, and amounted to MVR 61.60 during the year. All MRPS funds are charged an administrative fee of 0.60 percent, and this

fee amounted to MVR 45.90 million for the Investment Fund.

In terms of the fund composition, 43.00 percent of the funds are placed in long term investments which consist of treasury bonds,
equity and corporate bonds, both as conventional and sharia instruments. The composition of treasury bonds and fixed deposits
stood at 56.00 percent of the fund. Further, 53.00 percent of the fixed deposits were placed in long term tenures.

[ Sharia Fund ]

Sharia Fund Sharia Fund Composition
25.38 -1.64 r
0.00 0.73 146.44 73.46%
6.77
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Pension contribution from members who opt to invest their funds in sharia instruments are invested in the Sharia Fund. The net
assets of the fund increased by 49.00 percent during the year. The contribution inflow was recorded at MVR 18.53 million and MVR

6.77 million was earned as investment income.

Housing collateralization outflows amounted to MVR 1.64 million. The inflow and lump sum transfers represent inter-fund transfer to
MRPS Sharia Retirees Fund due to retirement or death of members and due to the switch of funds from Conservative Fund to Sharia
Fund, and amounted to MVR 25.38 million during the year. Further, MVR 0.73 million was charged on the fund as administrative fee
at the rate of 0.60 percent for the year.

The fund comprises of two asset classes; General Investment Accounts placed with Maldives Islamic Bank and Sukuk fixed income
instruments which represents 73.00 percent and 26.00 percent of the fund respectively.
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[ Conservative Fund ]

Conservative Fund Conservative Fund Composition
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The Conservative Fund of MRPS is a payout fund, and manages the funds of MRPS retirees using conventional assets. The assets of
the fund increased by 14.00 percent during the year. Contributions to the fund consists of inflows from liquidation of Recognition
Bond, and the net intra-fund inflows represent the inflows from MRPS Investment Fund as members reach the retirement age of
65 years. A total of MVR 57.89 million was paid out as monthly pension payout, and the administrative fee charged on the fund was
MVR 1.76 million. The fund remains fully invested in treasury bills and the cash position which represents the cash float set aside for
meeting the pension payout of retirees.

[ Sharia Retirees Fund]

Sharia Retirees Fund Sharia Retirees Fund Composition
0.21 0.00 -0.46
1.92 014 fr— 0.03 5.47
— - 95.61%
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4.39%
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The Sharia Retirees Fund was created during 2016 to manage the investments of members retiring from MRPS Sharia Fund, in sharia
compliant assets. The fund remains completely invested in General Investment Account instruments of the Maldives Islamic Bank.
A total of MVR 0.46 million was paid out as pension payout and an administrative fee of MVR 0.03 million was charged on the fund.
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[ Housing Fund ]

17.10 25.42

6.88
|

Opening balance Contributions Net intra-fund and Lumpsum transfers Subtotal

The Housing Fund was created during 2017 and represents funds transferred to financial institutions under the housing
collateralization scheme. During 2018, MVR 17.10 million was transferred to the Housing Fund from the Investment Fund and Sharia

Fund. Further, MVR 1.45 million was transferred to the Housing Fund from the Recognition Bond. At the end of 2018, a total outflow
of MVR 25.42 million was transferred for the purpose of housing collateralization to the Housing Fund.
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Board Members Report




Composition of the Pension Office Board

The eight Board Members representing the public sector and the private sector are appointed by the President in accordance with
Section 8 of the Pension Act. Further, the Chairperson and the four private sector representatives are nominated by the Selection
Committee formed jointly by the Civil Service Commission, Ministry of Finance, and the Ministry responsible for social security. All
candidates for Board membership are scrutinized by the CMDA for regulatory compliance before their appointment.

The term of each appointed Board Member is 3 years and upon expiry of the initial term Members may be reappointed. However,
according to the Rules of Procedure of Pension Office Board, a member is allowed to consecutively hold membership for 2 terms of

3 years.

Board Members

Mr. Muznee Mohamed Ms. Maryam Abdul Nasir Ms. Aminath Shifana

Board Member representing Board Member representing Board Member representing
Capital Market Development Ministry of Finance Ministry of Gender, Family and
Authority Social Services

Mr. llyas Haneef Uza. Noorbaan Fahmy Mr. Abdulla Ali Ms. Aishath Lu-u-lua Hassan

Board Member representing the Board Member representing the Board Member representing the Board Member representing the
private sector private sector private sector private sector
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Details of Board Succession in 2018

Mr. Ibrahim Ahmed Nasir served as the Chairperson of the Board in 2018 and there was no change to the position during the year.

Mr. Muznee Mohamed, representative of CMDA was re-appointed on 20th February 2017 for a second term. There was no change to

securities market representative in 2018.

Ms. Aminath Shifana was appointed on 21st March 2017 to the Board as the representative of the Ministry of Gender, Family and Social
Services and remained in the post throughout 2018.

Mr. Abdulla Ali who represented the Ministry of Finance, vacated Board membership on 28th March 2018, following his departure from the
Ministry. Hence, Ms. Maryam Abdul Nasir was appointed on 28th March 2018 as the Ministry of Finance representative.

Mr. Ali Shareef, a private sector representative completed his first term on 03rd February 2018. As his replacement, Uza. Noorbaan Fahmy
was appointed on 15th February 2018.

The term of private sector representative, Ms. Fathmath Muaza Ibrahim expired on 11th October 2018. Accordingly, Mr. Abdulla Ali was
appointed on 10th December 2018 as her replacement.

Mr. Ali Faris Mohamed left the Board on 21st November 2018 upon expiry of his term as a private sector representative.

# ‘ Name ‘ Term ‘ Capacity

1 Mr. Muznee Mohamed Appointed on 20th February 2014 for a 3 Board Member representing
year term. (First Term) Securities Market Regulator
Appointed on 20th February 2017 for a 3
year term. (Second Term)

2 | Mr. Abdulla Ali Appointed on 20th February 2017 for a 3 Board Member representing Ministry
year term. (First Term) of Finance
Vacated on 28th March 2018 (On leaving
employment with the Ministry of Finance) ,

Board Member representing the

Appointed on 20th February 2017 for a 3 private sector
year term. (Second Term)

3 | Ms. Aminath Shifana Appointed on 21st March 2017 for a 3 year Board Member representing the
term. (First Term) Ministry responsible for social

security

4 | Mr. llyas Haneef Appointed on 12th April 2017 for a 3 year Board Member representing the
term. (First Term) private sector

5 | Mr. Ibrahim Ahmed Nasir Appointed from 20th August 2012 until 1st Board Member representing the
October 2014 (First Term) private sector
Appointed on 07th September 2017 for a 3 Board Chairperson
year term. (Second Term)

6 | Mr. Ali Shareef Appointed on 04th February 2015 for a 3 Board Member representing the
year term. (First Term) private sector
Vacated on 03rd February 2018 (On expiry of
term)

7 | Uza. Noorbaan Fahmy Appointed on 15th February 2018 for a 3 Board Member representing the
year term. (First Term) private sector

8 | Ms. Maryam Abdul Nasir Appointed on 28th March 2018 for a 3 year Board Member representing Ministry
term. (First Term) of Finance

9 | Ms. Fathmath Muaza Ibrahim Appointed on 12th October 2015 for a 3 year | Board Member representing the
term. (First Term) private sector
Vacated on 11th October 2018 (On expiry of
term)

10 | Mr. Ali Faris Mohamed Appointed on 22nd November 2015 for a 3 Board Member representing the
year term. (First Term) private sector
Vacated on 21st November 2018 (On expiry
of term)

34 Annual Report 2018




Attendance of Board Meetings

During the year 2018, the Board met 14 times. Attendance of Board meetings are as follows:

Board Members Meetings eligible to attend Meetings attended
1 Mr. Muznee Mohamed 14 14
2 Mr. Abdulla Ali 4 4
3 Ms. Aminath Shifana 14 13
4 Mr. llyas Haneef 14 14
5 Mr. Ibrahim Ahmed Nasir 14 14
6 Mr. Ali Shareef 1 0
7 Uza. Noorbaan Fahmy 12 11
8 Ms. Maryam Abdul Nasir 11 11
9 Ms. Fathmath Muaza lbrahim 11 9
10 | Mr. Ali Faris Mohamed 12 9

Changes to Board Committees in 2018

In order to strengthen the performance of the Board, specific responsibilities are delegated to 4 committees. They are the Audit
and Risk Management Committee, Investment Committee, Remuneration and Nomination Committee, Innovation and Technology

Committee.
Innovation and Technology committee was formed and members were appointed by the Board in July 2018.

The main objective of composing Innovation and Technology committee was to reduce the dependency of IT matters on a single
source, including opinion of Board Members and an independent expert in key IT related decisions.
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[ Board Decisions and Activity Review for 20]8]

Strengthening Pension Office Governance

Similar to previous years, the Board initiated the review
and formulation of a number of internal policies designed
to improve the accountability and transparency of internal
procedures. As part of this process various policies were

formulated and implemented.

Accordingly, the Board reviewed SOIP, Credit Card Policy, and
procedure on SAA. In addition, Employee Housing Assistance
Policy, Gratuity Policy and Business Continuity Management

Policy of Pension Office was approved in 2018.

The Board closely monitored whether actions were taken
in accordance with the legal requirements and procedures
against non-complying employers listed in the website and

during court cases involving such employers.

Another important effort was the formulation and
implementation of the Pension Office of Strategic Plan in
2018. Further, review of the Code of Conduct and Rules
of Procedures of the Board was initiated during the year.
To strengthen and increase transparency of systems, an
audit of Pension Office information technology system was
successfully conducted under the supervision of CMDA
with the authorisation of the Board. Additionally, the Board
deliberated on and took necessary actions to comply with

recommendations made following annual audit by CMDA.

Board took the initiative to adopt international best practices
in order to increase the credibility of Pension Office and the
Management has commenced work to achieve this in 2018.
In this regard, submission of SOP on Pension and Claims was

initiated in 2018 to obtain ISSA certification.

Enhancement of MRPS Benefits

Board held discussions on ways to enhance MRPS member
benefits similar to previous years. In this regard, work to
introduce annuity products were undertaken in accordance
with the Board's instruction. By the end of the year, Pension
Office was in the midst of making final preparations for rolling

out annuity products.

The Board discussed with regard to further strengthening
the Regulation on Enrollment and Disbursement of Benefits
to Foreign Employees under the Maldives Retirement
Pension Scheme, which was approved in 2017. As a result
the regulation was amended to simplify and enhance
arrangements and operation matters. Further, foreign
employees permanently leaving the Maldives were permitted

to fully withdraw RSA balance.

In addition, the Board deliberated on implementing the
Government's pledge to permit utilizing MRPS members RSA
balance to pay for obligatory Hajj. Accordingly, before the
end of 2018, Pension Office completed drafting of the 4th

amendment to the Pension Act as per guidance of the Board.

Initiatives for Board Effectiveness

To assist in the performance of their governance duties,
Induction Program was held in 2018 for newly appointed
Board Members. The program includes sessions on
governance concepts and procedures, director’s roles and
responsibilities, legal and compliance issues and regulators

roles.

In their oversight role, the Board of Pension Office is
composed of Members possessing diverse skill sets,
experience and qualification to implement the functions
of the Board. To increase capacity and experience, Board
Members participated in training programs held locally and
abroad on investment, good governance, internal audit, risk
management and risk compliance areas. Notable training
programs participated in 2018 includes, “Directors Training
Program” organised annually by CMDA, “ISSA Guidelines on
Investment and Social Security Funds” and “ISSA Guidelines
on Good Governance” organised by ISSA. Further, similar to
past years, Board Members attended the “World Pension

Summit”in 2018.

Unofficial discussions were held between the Board and
executives of Pension Office at a Board retreat held on
02nd August 2018 regarding necessary developments at

operation and policy level.
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Strengthening Investment Management of
Pension Office

The Board and its Investment Committee played a crucial role
in broadening the investment management and strengthening
investment operations. Significant decisions were made and

projects were initiated in this regard during 2018.
Key work carried out includes the following:

Decision to invest MVR 80.00 million in HDFC conventional

bond issue

Decision to increase investment in fixed deposits with long

tenures

Decision to revise procedures on MRPS fixed deposit

allocation
Introduction of investment submission portal “Binaa”

Held wide ranging discussions on diversifying and
increasing the scope of MRPS investments

Held discussions on direct investments and obtaining

exposure to foreign investments

Signed an agreement to obtain technical advisory for the
next 3 years from the World Bank Treasury's “Reserve
Advisory and Management Programme (RAMP)" to further

strengthen and structure investments

Furthermore, as part of efforts to strengthen investments, SOIP
was revised and SAA was determined.

Improving Operational Effectiveness of
Pension Office

In 2018, the Board took initiative in efforts to strengthen the
administration of Pension Office and improve the quality of
services provided to the public.

A key decision made by the Board was to amend 3 regulations
in order to enable easy access to services by opening the door

for electronic form submission.

As a result of efforts to strengthen administration, operational
cost was reduced. Further, the Board decided to keep the
decreased administrative fee of 0.60 percent charged on MRPS

members in place for the year 2019.

Board deliberated on finding solutions for pension
overpayments. These discussions centered on major cause
of overpayment, which is unavailability of reliable information
of the deceased from credible sources. Efforts were made to
coordinate with relevant institutions, hospitals, social media

platforms and individuals to address this.

Another important accomplishment was the approval of

“Performance Appraisal Tool” by the Board to evaluate the
performance, ensure the productivity and capacity of Pension

Office employees.

Outreach Initiatives

As an outreach initiative the Board held in-depth deliberations
in 2018 as well, on measures for strengthening and further

improving public relations.

The Board collaborated in selection of the theme and
successfully organising the annual Maldives Finance Forum
2018. Board highlighted the importance of sharing information
and experience between institutional investors, and holding
discussions on obtaining investments to the private sector from
institutional investors. Accordingly, the theme of 2018 finance
forum was selected as “The Role of Institutional Investors in
Long-Term Financing for Growth and Development”.

To better prepare for the upcoming finance forumin 2019, Board
initiated the process of selecting a theme and coordinating with

finance sector institutions during 2018.

Since 2017, Pension Office marked the International Day of
Older Persons in various parts of the Maldives with the support
of Board. In 2018, the function to mark this occasion was
successfully held in HDh. Kulhudhuffushi. Following a Board
decision under the corporate social responsibility initiatives of
Pension Office, work commenced to develop a park for senior
citizens in Kulhudhuffushi. Further, Board monitored and held
discussions regarding completing the development of a similar
park in Hithadhoo of Addu City.

In addition, activities were carried in different parts of the
Maldives under a memorandum of understanding between
Pension Office and Ministry of Gender, Family and Social

Services to protect and promote the rights of older persons.

Pension Office sponsored wages of 2 employees working at
the children’s shelter at Hulhumale' operated by the Ministry
of Gender, Family and Social Services, 1 employee working with
the Senior Citizens Association of the Maldives, 1 occupational
therapist working at the Center for Special Needs Persons
located in K. Guraidhoo and 1 employee working at the National
Drug Agency following Board approval under corporate social

responsibility initiatives.

Pension Office participated in HR Summit organised jointly by
Ooredoo Maldives and HR Maldives, and sponsored training
programs conducted by CMDA. The Board held detailed
discussions on building an old-age home for senior citizens. In
this regard, the Board approved conducting an expert study to
identify the present condition and improvements required for

seniors under State care.
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[ Investment Committee Report ]

Introduction

Investment Committee is the Board sub-committee responsible for formulating the investment principles and policies for MRPS
funds.

Responsibilities

Key functions of the Investment Committee includes:
Formulating SOIP on investing pension assets
Reviewing investment guidelines

Advising Board on the appointment of asset managers and custodian

Composition

It comprises of three members; two members from the private sector and the Board member representing the Ministry of Finance.
The chairpersonship of the committee is a one year position, appointed on a rotating basis among the investment committee
members.

Following are Members of the Committee in 2018:
Mr. Ali Faris Mohamed (Chairperson)
Ms. Fathmath Muaza Ibrahim

Ms. Maryam Abdul Nasir

Committee Meetings and Attendance

Three meetings of the Committee were held in 2018. The following table includes the attendance of Committee meetings.

Board Members Meetings eligible to attend Meetings attended
1 Mr. Ali Faris Mohamed * 3 3
2 Ms. Fathmath Muaza Ibrahim 3 3
3 Ms. Maryam Abdul Nasir 3 3
4 Mr. Muznee Mohamed ** NA -

* The committee Chairperson Mr. Ali Faris, was appointed to the post on March 2018 and served for a nine month tenure (until his term as a Board

Member expired).

** Mr. Muznee Mohamed attended as an observer.
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Investment Decision

Government debt and fixed deposits remained the biggest
investment opportunity for MRPS investments. During the
year Pension Office was approached by a number of banks
to increase deposit placements and to increase the tenure
of investment. The proposed rates for longer tenures were
comparatively better than the current treasury bill rates and
one year fixed deposit rates, and placing in long term deposits

would allow Pension Office to lock in higher interest rates.

During May 2018, the Committee made a decision to
systematically increase the fixed deposit placements by
allocating a maximum of 10.00 percent of expected monthly
pension contribution to long term bank deposits, offering

competitive rates with treasury bills.

A number of new debt instrument opportunities that came to
the market were assessed and deliberated in the Committee.
Apart from investments in Government debt and fixed deposits,
the Committee also made a decision to subscribe to MVR 80.00
million of the second conventional bond issue of HDFC.

Investment Guidelines and Policies

The Committee revised the MRPS Strategic Asset Allocation
(SAA) to change the single bank fixed deposit exposure limit
from 50.00 percent to 60.00 percent. The limit is measured as
total Pension Office fixed deposits in a particular bank against
its total fixed deposit portfolio. The limit was relaxed to facilitate
for the Committee’s decision to increase placements in fixed

deposits.

Activity Review

During July 2018, a systematic process was initiated to allocate
fixed deposits to banks via an auction process. The bid process
was introduced to strengthen the operational procedure for
placing fixed deposits with banks. Additionally, it was introduced
with the objective of facilitating Pension Office to obtain better
rates forits fixed deposit funds, by creating a competitive process
through auction and to allow transparent communication
between Pension Office and financial institutions, as envisaged
in the Pension Act.

In 2012, the Committee initiated a financial forum for
stakeholders of the financial sector with the objective of
working towards the development of the sector and improving
financial literacy. The Committee sees that these objectives are
imperative for Pension Office to achieve its strategic goals and
has held the forum consecutively each year since its initiation.
The 2018 forum was based on exploring financing modalities,
where institutional investors in Maldives can collaborate to

arrange long term financing for large projects, particularly of

infrastructure and real estate. The opportunities and challenges
faced by the institutional investors, bankers and Government
SOEs in raising finance locally were discussed in the forum and

potential solutions to the issues were highlighted.

During Finance Forum 2018, Pension Office launched the first
investment screening platform for finance seeking investors;
the “Binaa” portal. This program was introduced with the aim
of facilitating a process whereby prospective investors can
assess the likelihood of an investment from the Pension Office,
before going to the market. Under this program, investors who
are keen to raise finance from Pension Office can submit their
proposals online (binaa.pension.gov.mv) and get an investment

opinion from our investment professionals.

In 2018, the Committee initiated discussions on performance
targets for MRPS funds. As such, appropriate benchmark
returns targets for MRPS funds and its asset classes were
studied and reviewed. Taking into account practical issues in the
current macroeconomic environment and in local financial and
capital markets, the Committee agreed that an absolute return
target would be more appropriate for MRPS funds respective to

relative return targets.
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[ Audit and Risk Management Committee Report]

Introduction

The Audit and Risk Management Committee is delegated by the Board of Pension Office with approved terms of reference. The
Committee is responsible to provide an independent review and supervision of financial reporting, internal controls, risk, internal
and external audit of Pension Office.

Responsibilities

Main functions of ARMC are the following:
Overseeing external audit process, both the conduct and outcome
Approving the terms of engagement and scope of work of external auditor

Overseeing internal audit process, systems of internal control and risk management to ensure integrity of financial reporting

Composition
This Committee comprises of four members. Accordingly, Committee Members in 2018 are named below:
Mr. llyas Haneef (Chairperson)
Ms. Maryam Abdul Nasir
Mr. Ali Faris Mohamed
Ms. Aminath Shifana
Mr. Abdulla Ali

Meetings were also attended by CEO and representatives from business functions as required.

Committee Meetings and Attendance

Four meetings of the Committee were held in 2018. The following table includes the attendance of Committee meetings.

Board Members Meetings eligible to attend Meetings attended
1 Mr. llyas Haneef 4 4
2 Ms. Maryam Abdul Nasir 3 2
3 Mr. Ali Faris Mohamed 4 4
4 Ms. Aminath Shifana 4 3
5 Mr. Abdulla Ali 1 1
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Activity Review

In line with the terms of reference of the Committee, the following work was carried out in 2018:

4

The Committee summarized its work during the year to identify how it has fulfilled the duties required by the Board in its

annual activity report. The Committee reviewed and approved its report on 26th February 2018.

During the start of the review period, the Committee agreed on the ARMC annual activity calendar for 2018.

The Committee also considered the Auditor's Report and Audited Financial Statements for the year ended 31st December
2017 by Ernst & Young. After review and discussion, on 16th April 2018, the Committee endorsed and recommended it for

Board approval.

During the third quarter of 2018, the Committee reviewed the process for the appointment of an external auditor. Following
a formal tender process, KPMG was identified and appointed to the role for a 3 year period, after Board approval on the

Committee’s recommendation.

The Committee reviewed and approved the risk based annual audit plan, which outlines the work to be undertaken by the
internal audit function in 2018. For the reporting period, committee also monitored progress in implementing the plan and

other work undertaken by audit function.

The Committee reviewed and deliberated on reports of audits conducted by the Internal Audit function in the course of the
review period. The audits undertaken and reviewed by the Committee in the year included: pension payment disbursements
with the corresponding account reconciliations, collateralization of accumulated savings in the pension fund for home
purchase financing, bank verification process of members for the purpose of pension disbursements. The Committee also

reviewed system audit performed through an external engagement.

The Committee considered the suggestions for process and control improvements as a result of audits and reviewed the
Management responses given for reports issued during the course of the year. Additionally, the Committee closely monitored

the progress of actions identified for the audit findings and their timely resolution by Management on a regular basis.

The Committee noted annual inspection findings of CMDA and discussed on the actions proposed by management to address

the issues raised and agreed to endorse the report.
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[ Remuneration and Nomination Committee Report ]

Introduction

Employees are viewed as the most valuable asset of Pension Office. The driving force behind the success and growth achieved
in a short span of time. The Board established Remuneration and Nomination Committee primarily for the purpose of ensuring
that competitive and fair remuneration and benefits packages are provided to staff. Accordingly, this sub-committee was assigned
specific responsibilities and obligations to achieve those goals.

Responsibilities
Key functions of RNC are the following:

Determining the remuneration and benefits packages offered to Pension Office staff and Board Members, and overseeing the
review of remuneration and benefits structures

Overseeing the policies and processes relevant to nomination and appointment of executives to top management level
positions at Pension Office

Reviewing procedures for disciplinary and suspension issues relevant to staff

Composition
RNC comprises of three Board Members and the CEO, making a total of four members. Members of the Committee in 2018 are:
Ms. Fathmath Muaza Ibrahim (Chairperson)
Ms. Aminath Shifana
Mr. Ali Shareef
Uza. Noorbaan Fahmy
Mr. llyas Haneef
Mr. Mohamed Hussain Maniku (CEO)

Mr. Ali Shareef remained a Committee Member until the expiry of his Board membership on 03rd February 2018. Uza. Noorbaan
Fahmy joined the Committee after being appointed to the Board on 15th February 2018. The term of Ms. Fathmath Muaza Ibrahim
in the Committee ceased on 10th October 2018, following expiry of her tenure in the Board. As a replacement for Ms. Muaza, Mr.
llyas Haneef joined the Committee on 02nd December 2018.

Committee Meetings and Attendance

Four meetings of RNC were held in 2018. The following table includes the attendance of Committee meetings.

n Board Members Meetings eligible to attend Meetings attended

Ms. Fathmath Muaza Ibrahim
2 Ms. Aminath Shifana 4 3
3 Uza. Noorbaan Fahmy 4 4
4 Mr. llyas Haneef 1 1
5 Mr. Mohamed Hussain Maniku 4 4
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Activity Review

The following are the summary of decisions taken by RNC in 2018:

43

In the meeting held on 10th May 2018, Ms. Fathmath Muaza Ibrahim was appointed the Chairperson following expiry of the
term of Mr. Ali Shareef on 03rd February 2018. Further, in this meeting the Committee reviewed and approved the processing

of an application made by a staff under the “Total Reward - Housing Assistance Policy”.

In the second meeting of the Committee held on 04th September 2018, RNC advised the Management on the procedures for

selecting the most capable individual to the Chief Financial Officer post.

In the third meeting of the Committee held on 26th September 2018, RNC deliberated and made decisions regarding

amendments to budget and salary items.

During the fourth meeting held on 02nd December 2018, Uza. Noorbaan Fahmy was appointed Chairperson as replacement
of Ms. Fathmath Muaza Ibrahim following expiry of her Board term. Further, performance appraisal form submitted by the

Management was approved after incorporating recommendation of Committee Members.
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Pension Office continuously strives to introduce new ways
to enhance benefits received by MRPS members and ensure
social security. The following outlines some of the endeavours

currently underway in this regard.

Utilizing MRPS Funds to Perform Obligatory
Hajj

In accordance with the Government policy, the process for
utilizing MRPS funds to perform obligatory Hajj was initiated
by the Pension Office. Accordingly, work began with State

institutions before the end of the year to introduce requisite
amendments to the Pension Act.

Introduction of Annuity Products

Numerous work was carried out in 2018 to introduce annuity
products through insurance companies for MRPS members.
The drafting of regulation on annuity products was completed
during the year, and it is envisioned that MRPS members will get
the benefit of annuity in 2019. Once this scheme is commenced,
members will receive pension payouts for life and may withdraw

a lump sum from the RSA on attaining retirement age.

Commencing Disability Insurance Scheme

The purpose of this scheme is to provide compensation for
loss of income and ensure continued benefits in cases of total
and permanent disability. This provides an additional safety-net

against unexpected losses arising during employment.

Increasing Investment Return

MRPS is a scheme operated by investing pension contributions.
Currently, investments from this scheme are only made in
locally available securities. In 2018 Pension Office joined the
World Bank Treasury's “Reserve Advisory and Management
Programme (RAMP)" to identify ways to further strengthen
investments. This program will point to new areas for investment
and enable formulation of comprehensive investment policies.
As a result, it is hoped that the returns for MRPS members will

increase.

Security of Pension for Self-Employed
Individuals

Pension Office recognises the importance of providing pension
coverage to allemployees or workers. Accordingly, itisimportant

to enroll self-employed individuals in the pension system. Even
now the opportunity is open for voluntary contributions from
self-employed persons. Further, Pension Office is undertaking
efforts to introduce legislative and administrative measures to

increase their enrollment.
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