etraite
additionnelle
de la Fonction
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management” section of the publia
overall operations of the Scheme in 2
board of directors as well as the positig
tions.

The second section sets out the acty
commitments to its beneficiaries an
portfolio in 2014.

yields. Provided these do not deten

ties opened up by the regulatory ch

Pursuant to article 22 of the decree dated 18 June 2004, this “detailed

To maintain this balance, the Scheme’s premium rate was reviewed at
the beginning of 2015, notably to reflect the continuing decline in bond

resources available to take advantage of the new investment opportuni-

long-term returns on assets providing income to its beneficiaries.

The third section sets out ERAFP’s commitment to combating global war-

report to Parliament presents the
014 and, in particular, the work of its
nregarding the collection of subscrip-

arial balance between the Scheme’s
d the assets held in the investment

iorate further, the Scheme has the

anges with a view to improving the
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- 2014

HIGHLIGHTS

Paris, 11 February

Paris, 4 March

Paris, 25 July

ERAFP JOINS
TWITTER!

ERAFP now has a Twitter
social networking account, an
additional communications
channel for relaying
information on the Scheme’s
areas of interest.

=> Page 30

PAGE 4

THE PORTFOLIOS’
CARBON FOOTPRINT

The carbon intensity of the
OECD major corporates equity
portfolio was 19% lower than
that of the benchmark MSCI
All World Index in 2013,
reflecting the impact of
ERAFP’s best-in-class SRI
strategy.

> Page 72

MID-INCOME
PUBLIC HOUSING
FUND LAUNCHED

This fund, launched by SNI,

has a number of institutional
investors, including ERAFP,

and will finance construction in
the greater Paris area and other
major cities of new, rent-
controlled housing units meeting
the latest environmental
standards.

- Page 39




by »

MontrealPLEDGE

2074 HIGHLIGHTS

Montreal, 26 September

Paris, 10 October

Paris, 1 December

INVESTORS CALLED
ON TO MEASURE,
PUBLISH AND
REDUCE THEIR
PORTFOLIO’S
CARBON FOOTPRINT

ERAFP was one of the first
signatories to the Montreal
Carbon Pledge, which followed
on from the New York Climate
Change Summit Investors’
Declaration aimed at refocusing
the global economy on a cleaner,
more sustainable production
model.

> Page 68

THE FIRST -40%
CARBON MANDATE

A €750 million equity
mandate awarded to Amundi
applies procedures to
significantly reduce its carbon
footprint as a complement

to its best-in-class SRI
approach.

> Page 74

THE FRENCH
GOVERNMENT
ANNOUNCES
CHANGES

TO ERAFP’S
INVESTMENT
RULES

On the inauguration of

the Place de Paris 2020
Committee, Michel Sapin
revealed proposals to extend
ERAFP’s investment scope,
notably allowing it to make
further investments in
equities and SMEs and to
improve financing of the real
economy.

- Page 38
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014 was a year of consolidation
forthe Scheme, an essential pro-
cessasitentersits second decade.
Steering a highly original scheme such
asthe RAFPrequires notonly
prudence and a long-term
view but also resolution.
The investment scope we
have called for to provide
the satisfactory returns
necessary for the long-
term provision of additional
pensions to our beneficiaries is now
in place. This particularly welcome
change came, however, after several
ears of dramatically lower bond
returns.

To maintain the Scheme’s overall
balance, the board of directors
adjusted the value of beneficia-
ries’ rightsin line with the Sche-
me’s prudential obligations and
demographic changes. This
was also born of the convic-

We must take full
advantage of the Scheme’s
ability, given its youth, to
invest over the very
long-term in structural
projects at economic, social
and environmental levels.

tive interest, to finance housing projects
for public sector employees - ideally across
all three main segments of the public
sector. Thiswill need to be in partnership
with the appropriate social action bodies
as ERAFP is an investor rather than a
substitute for them.

In addition, we intend to provide the patient
capitalthatis now needed more than ever
before by the productive system to boost
the French economy and the growth of
European SMEs. Financing network
infrastructures on a European level is an
opportunity to significantly improve the
efficiency of economic players whilst also
meeting cross-border social needs, and
ERAFP can contribute to their deployment.
Far from being in contradiction to the
Scheme’s role of protecting beneficiaries’
rights, these objectives support it and
enable us to enter the next decade with
confidence and determination.

Dominique Lamiot

tion that we must take full
advantage of the Scheme’s
ability, given its youth, to
invest over the very long-
term in structural pro-
jects at economic, social
and environmental levels.
Indeed, it is only by reco-
gnising both the economic
and the social imperatives
that we will produce sustai-
nable revenues in order to
increase amounts paid to
beneficiaries. Thisis the natu-
ral extension of the sustainable
investment approach adopted
by ERAFP over nearly a decade
and which looks beyond the

Chairman of ERAFP

quest forimmediate finan-
cial returns.

One of our first initia-
tivesin this framework
of renewed socially
productive investment
will be, in Scheme
beneficiaries’ collec-
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o ensure its equilibrium over the
Tlong term and in the interests of its

beneficiaries, ERAFP is grasping
firmly the climate change challenge.
A part of this report is devoted to the
challenge of climate change givenits struc-
tural nature and prominence in the public
eye. COP21 will take place in Paris later
this year and our hope is that the dynamic
established between conference attendees
and all interested players - particularl
those who have already taken concrete
action on climate change - will bear fruit.
In 2014, those investors who take their
climate change responsibilities seriousl
started to become more vocal. Anumber
of declarations, including those of New
York and Montreal to which we are signa-
tories, reflected our shared desire to
finance an environmentally friendly, decar-
bonised economy.
Going beyond our shared concern on this
issue with the general public, such inves-
tors see clearly the major risks posed to

These are true providers of long-term
capital, most of which are “universa
investors” who invest glo- . .
} we aim to improve
bally to finance all econo- .
. . understanding of
mic sectors. ERAFP is one .
. . our best-in-class
such investor and both its
) . SRl approach
current size (holdings of allocatin
valued at €21 billion) and g
in particular its future
growth enable it to adopta
global approach towards
motivating each investee
to change its behaviour.

sector and asset
class by asset
class towards
the issuers best

S . laced
In this light, we aim to P .
. . to contribute
improve understanding of .
. to sustainable
our best-in-class SRI
) development
approach of allocating .
. and particularly
investments sector by sec-
to energy
torand asset class by asset .
. and ecological
class towards the issuers -
transition.

best placed to contribute

to sustainable development and par-
ticularly to energy and ecological tran-
sition

climate change by certain asset types.
The challenge for such investors is to
ensure that their business model is sus-
tainable and the beneficiaries’ income is
guaranteed.

For its part, ERAFP will continue as an
investorinvolved with investees on behalf
of its beneficiaries and acting in thein
interest. We are involved with other inves-
tors in discussions on the financing of
sustainable energy, for example through
infrastructure projects. This takes place
within the International Investors Group
on Climate Change (IIGCC] which brings
together some 100 European institutiona
investors (mainly pension funds) with
assets under management of more than
€10,000 billion

ERAFP is also involved with issuers
through collaborative engagement
initiatives aimed at pooling investors’
resources and materially increasing
theirinfluence and weight while taking
a practical approach to the social and
environmentalissues faced by econo-
mic players.

The results of these initiatives, com-
bined with the development of a binding
international framework in the fight
against climate change, will enable
investors such as ERAFP to take part
in financing energy and climate tran-
sition while also ensuring sustainable
returns for their beneficiaries.

Philippe Desfossés
CEO of ERAFP

EDITORTAL
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RAFP’S
MAIN ROLE

Operational since 2005, the Fre
Additional Pension Scheme (R4

Providing an additional pe
to public sector employee

pension benefits thanks to the
are based largely on bonuses a

€1.81 billion in 2014.

0T RAFP, SERVING THE RETIREMENT

nch Public Service
\FP) is a unique scheme.

nsion
S

Close to 4.5 million contributors will benefit from additional

Scheme. Their contributions
nd are topped up by some

45,000 public sector employers. Contributions totalled

EEDS OF PUBLIC SECTOR EMPLOYEES

Founded on inter-generat
As the only French pension fun
generational equity a core com

system with a single purchase

ional equity
d, RAFP has made inter-
ponent of its governance

and management. This commitment is reflected in
particular through the implementation of a points-based

value.

contributing public sector emp
Accordingly, it has developed a
institute a socially responsible

The current board of directors,
at the end of 2011, has made it

Promoting public service values
Since the Scheme was set up, the board of directors has
striven to put into practice its fiduciary responsibility to its

loyees and beneficiaries.
n ambitious programme to
investment policy founded

on public service values. This policy takes into account
environmental, social and governance criteria in all of
the Scheme’s investment decisions.

whose term of office began
a priority to enhance and

progressively deepen awareness of the investment policy
among the Scheme’s active con

tributors and beneficiaries.
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SCHEME HIGHLI(
IN 2014

ORGANISATION OF
THE BOARD’S WORK

At institutional level

+ The board of directors of RAFP
met four times in the year. 2014
was also the year that the board
first discussed specific points by
teleconference - on two occa-
sions.

+ The board provided its opinion
on several draft texts concerning
the Scheme’s operations, pur-

At operational level

Other than the permanent bodies
that assist the board, a working
group of volunteer directors met
to consider themes of interest to
the Scheme on socially useful
investment in light of anticipated
changes to investment regulations;
its work is expected to enable
ERAFP to contribute further to
general-interest projects or those
of collective interest to the Sche-
me’s beneficiaries.

Board bodies therefore continued

PAGE 10

suant to the organic decree-law
of 18 June 2004:

- Adecree making the guaranteed
individual purchasing power
clause a permanent feature of
the additional pension scheme,

- A statutory order reducing, in
particular, the Scheme’s mini-
mum level of management
expenses,

- Adecree concerning, in particu-
lar, the mandates of board
members,

- And texts amending ERAFP’s
regulatoryinvestmentframework.

+ By decree dated 8 November
2014, the board of directors’ man-
date was extended to no later
than 4 June 2015".

+ The board decided that ERAFP
should support the “2° Investing
Initiative”, whose research will
enable the development of a “cli-
mate performance” indicator for
investments, a subject of interest
to the Scheme?

to meet frequently, with around 40
working meetings during the year.
Directors were also able to take
part in three training sessions on
financial, socially responsible
investment, governance and ethi-
cal issues.

The above reflects the continuing
commitment of directors to the
Scheme’s work throughout their
current mandate.

Main decisions

concerning ERAFP

Atits meeting of 9 December 2014,
in anticipation of regulatory
changes, the board of directors
maintained the overall orientation
of the investment policy decided
on in 2014 but added a Pacific
region equities envelope.

"The decree provides for “the entry into force of the act concerning the appointment of
members to replace them [...] by no later than six months after the date of the next elections
for the general renewal of bodies representing personnel in the public sector.”

2|t should be noted that 2° Investing has recently been awarded significant funding (€2.5m)
for this programme by the European Union; a formal expression of interest by ERAFP,
alongside others, was included in the funding application




At the same meeting, the board
decided to defer the adoption of
new technical parameters?®.

The guidelines for shareholder
engagement were updated and,
for the first time, priorities were
set for the coming year:

+ the fight against climate change
and the promotion of strategies
to reduce corporate greenhouse
gas emissions;

0T RAFP, SERVING THE RETIREMENT

+ combatting aggressive tax opti-
misation and promoting corpo-
rate civic responsibility as
regards taxation;

+ ensuring consistency between
companies’ sustainable develop-
ment commitments and their
lobbying practices;

+ the prevention of employee-re-
lated risks in the supply chain.

ATTENDANCE AT BOARD MEETINGS IN 2014

EEDS OF PUBLIC SECTOR EMPLOYEES

CSAP

ASSET AND LIABILITY
MANAGEMENT COMMITTEE

CSA

AUDIT COMMITTEE

Source — ERAFP

mm [N person Electronic voting

QUALIFIED PERSONS

Alain Dorison
I I

Pierre Mayeur
I

Dominique Lamiot
1 ]

EMPLOYERS' REPRESENTATIVES

Fédération hospitaliere de France 2
I —

Fédération hospitaliere de France 1
I N —

Association des régions de France
I — —

Assemblée des départements
de France

Association des maires de France
I

La Poste
I I

MINEFE
A I I —

Ministere de la Défense
1 [ [

REPRESENTATIVES
OF ACTIVE CONTRIBUTORS

SOLIDAIRES
A I I —

CFTC
I — —

CFE-CGC
I —

UNSA
A I I —

FSU
I

FO
I

CFDT
I —

CGT
A I I —

®The board of directors decided on 5 February 2015, pursuant to the guidelines for technical
parameters, to amend the Scheme’s premium rate, by setting the technical interest rate at
0.9%, compared to 1.34% previously. The rationale and application methodology for this
decision are detailed in the second section of th

is report

CSR

COLLECTIONS COMMITTEE

CSPP

INVESTMENT POLICY
MONITORING COMMITTEE

- To learn more about
the Scheme’s governance
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- BOARD BODIES
IN 2014

REPORT ON THE WORK OF THE ASSET
AND LIABILITY MANAGEMENT COMMITTEE

In my report last year | called for the ministries responsible for our supervision
toamend the regulations governing the Scheme’s investment scope, which was
no longer appropriate to its present characteristics. Personally, and on behalf
of the entire board, | am delighted that the call was heard. The decree of

3 Februaryamending our investment rules is an undoubted step forward
that will enable ERAFP to better fill its role as a fully SRI long-term

investor.
This regulatory change has been introduced at a time when the

reductionin bondyields had eroded the Scheme’s room for manoeuvre |
in the last financial year. Our guidelines for technical parameters

prompted us to examine a number of possible adjustments in the
second half of the year. Although the Scheme is still young, we
considered that to maintain a balanced path between the
overall provision of future benefits and yields that are at an
all-time low, a measured adjustmentto the premium rate
would be required.
To reduce the impact of this change, it was decided to
bring the age at which the premium is applied into line [f&#e
with the statutory retirement age of 62. The measures {&
required were adopted by the board|of directors on 5
February 2015, following which the CSAP examined a num-
ber of adjustment proposals. With a view to equitable treat-
ment, the final decision was to spread the impact over all
contributors over time, with no retroactive effect on pensions
in payment.
These measures are notirreversible. Having finally obtained
the investment capacity and diversification suited to the
Scheme’s characteristics, we can produce better returns
and will therefore be more able to improve the purchasing
power of pensions over the long term. We plan to achieve this
by continuing to apply our socially responsible investment

charter, notably in projects of general economic interest or

those of collective interest to our beneficiaries, such as housing

for public sector employees. Quite apart from the benefit to those
of our contributors experiencing housing difficulties, we believe
that by financing the economy’s structural needs we can ensure
the profitability of our investments.

PAGE 12

Having finally obtained the
investment capacity and
diversification suited to the
Scheme’s characteristics,
we can produce better
returns

’ ! l - D -
: chairman of the CSAP




The objective is to provide
assurance to the board that
the guidelines it sets

can be implemented

by management

chairman of the CSA

0T RAFP, SERVING THE RETIREMENT

2014 was a year devoted to assessing anc
tor RAFP’s operations and report to acti
Following on from the successful experi
to report that the 2013 financial statem
2014 without impacting their quality. Mor
to Parliament will facilitate the annual
between June and September.

The committee’s work during the year
indication of the resources available to ER
inawarding financial management mand

the knowledge that adequate resources

accounting support functions was und
Scheme'’s higher level of investment is

EEDS OF PUBLIC SECTOR EMPLOYEES

REPORT ON THE WORK OF THE AUDIT COMMITTEE

refining the tools developed to moni-
e contributors.

ment the previous year, | am pleased
ents were finalised in the first half of
eover, earlier publication of the report
debate on pensions that takes place

provided the directors with a better
RAFP to fulfilits role and, in particular,
ates. The objective - while maintaining

a sufficiently transversal view of the Scheme’s activities - is to provide assurance
to the board that the guidelines it sets can be implemented by managementin

are available to do so.

The assignment carried out by the CSA covering the financial management and

ertaken with a view to ensuring the
properly supported. Our conclusion,

Gilles Oberrieder, ~ # &

a view to strengthening it.

shared with the Caisse des Dépéts, is that we are both committed to a long-
term partnership but that certain areas could be improved upon. | welcome the
constructive spirit with which both institutions assessed their relationship with
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REPORT ON THE WORK OF THE COLLECTIONS COMMITTEE

The CSR met four times in 2014. Its work was performed in close relationship
with the administrative management departments of Caisse des Dépots, and
[ would like to thank its representatives for their professionalism.

Our working meetings resulted in a review of the position regarding the col-
lection of contributions. Comparisons over time need to be considered in the
light of certain operational changes, such as the introduction this year of a
control prior to the issuance of penalties for late payment, which resulted in a
welcome and significant reduction in their amount.

After being in existence for ten years, the Scheme is now faced with new col-
lection problems ones that we have acquired the experience to respond to
appropriately. For example, the CSR provided its opinion for the first time on
exemption requests from individuals, an area not specifically provided for in
the organic decree-law governing the Scheme, and on proposals to write-off

receivables deemed to be irrecoverable.
The Scheme’s growth has also raised more structural difficulties. At my request,
the CSR considered the issue of switching from a lump sum to an annuity
after the provisional liquidation of rights. Various options and scenarios
were provided to the CSR by ERAFP’s legal department and we concluded
that the only relevant solution currently available is to consider a
reduction in the applicable threshold. The project currently underway
to simplify the monthly company returns of individual contributions
will, over time, resolve the problems currently being faced.

The law dated 20 December 2014 on simplifying corporate adminis-
tration allowed for the conclusion of an agreement covering the
encashment by the CDC of the Scheme’s receipts, as requested by
the national audit office (Cour des Comptes). Concerning pre-liti-
gation collections and following on from the national audit office’s
observations, the allocation of duties between ERAFP and the
CDC is currently being revised.
My appointment as a director and chairman of the CSR expires
in 2015 and | would like to sincerely thank all members of
the committee and ERAFP’s staff for their active participa-

tion in our work and their constructive dialogue. | would
also like to thank the Caisse des Dépots team for the excellent
relations we have forged.
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the Scheme is now faced
with new collection
problems ones that we
have acquired the
experience to respond to
appropriately.

- MarcChrétien

chairman of the CSR,




We have furthered ERAFP’s
SRl investment policy
through the active exercise
of voting rights, opening new
prospects for the
forthcoming mandate.
The main achievement of
the current mandate has

been to develop and
consolidate, alongside
the best-in-class
selection
process, a new
core feature

of ERAFP’s
SR policy:
shareholder
engagement
and the
exercise of
voting rights.

E' - I - l I
chairman of the CSPP

0T RAFP, SERVING THE RETIREMENT

REPORT ON THE WORK OF TH
MONITORING COMMITTEE

The process is now well established: v.
December of guidelines for the followin
panies during the spring AGM season, re

meeting at the end of the year. In paralle
gement initiatives are monitored throug

EEDS OF PUBLIC SECTOR EMPLOYEES

E INVESTMENT POLICY

Exercising voting rights is a proven SRI process

alidation by the board of directors in
g year, priority monitoring of 60 com-
iew in the summer of implementation

of the guidelines, and updating the guidelines in the autumn for the board

with this process, shareholder enga-
hout the year.

We have made progress over the years aon the topics we advocate, notably the
gender balance of boards, and our ambitious objectives have been extended
Europe-wide. However, although ather institutions are beginning to show
. aninterest in the matter, we remain relatively isolated on the question
of sharing added value. Few investors seem to be concerned with

more ready to approve a
shareholders’ meeting t

seem to be a means b
investors to face up to

Towards a road ma

Inlight of the forthcomi
amajor preoccupatio
to better understan
itand to take partin fi

future.

¢ moderating dividends via a definition of responsible dividend criteria.
Generally speaking, much work remains to be done in bringing together
players who are concerned by the social and environmental impact of
theirinvestments. Forinstance, the average shareholderis much

utomatically resolutions proposed to
han ERAFP’s agents. Participating in

engagement initiatives alongside our peers would, therefore,

which we can gradually persuade
the long-term challenges once they

realise the risks inherent in ignoring them.

p covering carbon risk

and financing energy transition

ng COP21, climate change has become
nforthose long-term investors wishing
J carbon risk in order to guard against
nancing energy transition, a necessary

condition for the sustainable low-carbon economy of the

In addition to measuring

portfolios, and actively redu
' would like to see the defini
on climate and carbon issue

research body will contribute t
Based on its experience, and ¢
Carbon Pledge, ERAFP could su
France, particularly in light of the

the carbon footprint of the Scheme’s
cing that of one of the equity mandates,
ion of a road map for each asset class
s in order to gradually align its invest-

ments with the “2 degrees” initiative. For the future board of direc-
tors, this will be an opportunity to add a new core feature - the third
-toits SRl investment policy. Qur work with the 2° Investing Initiative

o this.

onsistent with it signing the Montreal
pport the extension to all investors in
forthcoming COP21, of an obligation

to measure their portfolios’ carban footprint.
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REPORT ON THE WORK
OF THE COMMUNICATIONS C

Over the last three years the committ
nication projects for the Scheme; thi
have seen the light of day.

BVA conducted image surveys among
participants in institutional conferenc
and other institutional players, the r
Scheme has a low recognition rating
Spontaneous recognition of the Sche
low, although this does not appear s
retirement schemes. Once the Scheme
- including employers - mentioned ¢
Accordingly, further training in conju
put in place over and above the com
implemented.

—  ERAFP musthave theresources toprc
seeking it, failing which the Scheme’
the long term.

This is the rationale behind launchi
website in 2015. The communication
consulted at the various stages of the ¢
has insisted that the content must b
general public, which requires a si
navigation and clear layout. | believ
expectations in this regard.

In addition to its informational qualit
mark a new phase in ERAFP’s rela
stakeholders, the media and otherins
ERAFP was present at the Salon des

France and similarly in 2015 will atte
et de lAutonomie, which covers healt
nomy issues. There are a number of e

OMMITTEE

ee has been involved in several commu-
5 year, two particularly seminal projects

public sector employees and employers,
es organised in previous years by ERAFP
esults of which indicated that the
and a poorly understood image. £
me by its beneficiaries remains
vecific to RAFP relative to other
had beenidentified, respondents
ertain information deficiencies.
nction with the CDC needs to be

s image could suffer in

ng the Scheme’s new
s committee has been
site’s development and
e easily accessible to the
mple architecture, intuitive
e the site will meet users’

ies, launching the site will
tions with the public, its
titutional players. In 2014,
Maires for local mayors in
nd the Salon de la Santé
hcare and personal auto-
ncouraging signs we can

build on: the satisfaction rating of pan
nal conferences and the positive view
beneficiaries and contributors.
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ticipants at our institutio-
of our SRI policy held by our

launching the site will
mark a new phase in
ERAFP’s relations
with the public,

its stakeholders,

the media and other
institutional players.

___ Anne Meunier

chairman of the committee
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THE ADDITIONAL
PENSION SCHEME

IN BRIEF

THE FRAMEWORK
FOR ACQUIRING
RIGHTS TO THE
SCHEME’S BENEFITS

Legal and regulatory
changes in 2014

Effects of the law on reforms to the
retirement benefits system of
9 November 2010: upon reaching
the legal retirement age and pro-
vided the beneficiary qualifies for
pension benefits under the basic
pension scheme, he or she may
apply for the additional pension
benefit. The age at which the addi-

Parameters set by

the board of directors
Change to the premium rate: derived
by dividing the service value by the
purchase value, the Scheme’s tech-
nical return in 2014 was 4.075%.
Pursuant to the 4.5% increase in
the purchase value in 2015 and
then again in 2016 decided by the
board on 5 February 20155, and
assuming no further changes, the
technical return will be:
+3.899% in 2015;

+3.731% in 2016.

Adoption of a new premium factor:
when calculating rights to benefits,
the service value of points is

EEDS OF PUBLIC SECTOR EMPLOYEES

1.09585 €

PURCHASE VALUE
OF APOINT IN 2014

0.04465 €

SERVICE VALUE
OF APOINT IN 2014

tional pension benefit becomes
available was previously set at 60
and has been gradually raised to
62, in line with the change in the
legal retirement age.

Effects of the decree of 2 May 2014
on the methodology for taking into
accountin the Scheme the so-called
individual purchasing power gua-
rantee: the guarantee is confirmed
and remains excluded from the
capping mechanism?®.

adjusted to take into account the
beneficiary’s age on liquidation of
the additional pension rights based
on the following actuarial table.
Untilthe end of February 2015, the
premium factor applied from the
pivotal age of 60. At the same time
as changing the premium rate, the
board meeting of 5 February 2015°
adopted a new premium factor,
which is now applicable from
age 62.

MINIMUM LEGAL RETIREMENT AGE BASED ON THE YEAR OF BIRTH

Source — http://vosdroits.service-public.fr

Date (or year)
of birth

Between 1 July
and 31 December 1951

guarantee.

Minimum legal
retirement age
]

60 years, 4 months

Retirement
possible from

1 November 2011

1952 60 years, 9 months 1 October 2012
1953 61 years, 2 months 1 March 2014
1954 61 years, 7 months 1 August 2015
1955 62 years 1 January 2017

“Bonuses and ancillary remuneration are subject to contributions within the limit of 20% of
the gross basic salary, excluding time-savings accounts and the individual purchasing power

°Changes to the premium rate are detailed in section 2, page 36

- To learn more about
the Scheme’s characteristics
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= A mandatory, points-based ACTUARIAL PREMIUM FACTOR SCHEDULE

scheme created for public Source — ERAFP
servants working in French
central government (civilians

and military), local and regional £
. . 3
authorities and the public £
hospitals sector, and members a
of the judiciary. 1.90
|80 1.81
= An additional retirement benefit ' 1 —
that takes into account bonuses L= 1.6 =
and ancillary remuneration. 1.60 1.54 ==
- . . 147 =
> 4.5 million contributors in 2014. 1:50 T —
o ) 1.40 —
- A contribution basis made up 1.33
. 1.30 1.28 wmmm
of all types of remuneration 1.22 m—
. . . 1.20 1.17 —
not included in the calculation 112 —
of the basic pension - bonuses, 1.10 1.04 108 mm—m
: 1.00 m—
overtime hours, allowances and 1.00 | s
in-kind benefits. 0.90
o <62 63 64 65 b6 67 68 69 70 71 72 73 74 275 Age
= An overall contribution rate set
0 : Note : the factor is calculated based on the age of the person concerned on the effective
at 1 0 /D of the basis amount, payment date of the Scheme benefits, taking into account the number of years and
split evenly between the months above the age of 62.

employer (5%) and the public

servant (5%).

=> Contributions that are credited
to an individual retirement
account, which can be viewed
online at www.rafp.fr
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PAYMENT
SIMULATIONS

FOR TYPICAL BE

LUMP SUM PAYMENT

ALICE

AN ADMINISTRATIVE,
assistant, retires in 2015,
aged 62, after having

contributed since the origins

of the Scheme, i.e. 2005

She then has

4,500 points

in her Scheme individual
retirement account

(< 5,125 points)

4,500
x 0.044657
X 24.628
X 1.007

0T RAFP, SERVING THE RETIREMENT

NEFITS®

ANNUITY PAYMENT

EEDS OF PUBLIC SECTOR EMPLOYEES

CHI-THIEN

AN ATTACHE

retires in 2015,

aged 62, after having
contributed since the origins
of the Scheme, i.e. 2005

He then has

7,000 points

in his Scheme individual
retirement account

(> 5,125 points)

7,000
x 0.044657
X 1.00°

AN ATTACHE

retires in 2015,

aged 67, after having
contributed since the origins
of the Scheme, i.e. 2005

He then has

7,000 points

in his Scheme individual
retirement account

(> 5,125 points)

7,000
x 0.044657
X 1.22°

€4,946.77 gross

Alice receives a gross lump

€312.55 gross

Chi-Thién receives a gross

sum payment of €4,946.77

The lump sum will be paid in one

or two tranches, depending on her

retirement date.

annuity of €312.55 annually,

€381.31 gross

Chi-Thién receives a gross
annuity of €381.31 annually,

or €26.05 monthly

This amount will be revalued each
year in line with the service value
of a point.

or €31.78 monthly

This amount will be revalued each
year in line with the service value
of a point.

¢Illustrative examples only, not contractual and given for indicative purposes only.

72015 service value of a point.

®Lump sum conversion factor corresponding to life expectancy at the age rights

are liquidated.

?Premium factor: after age 62, the higher the retirement age, the greater the factor.

-> The payment simulator
can be found here

ORI
o

PAGE 19




- A Scheme managed by a public
sector management entity
operating under the oversight
of the French State.

> Administrative management
provided by Caisse des Dépots
et Consignations (CDC), under
the authority and control
of the board of directors.

- Management of financial assets
partially delegated to
investment management firms.

-> Direct management by ERAFP
of government bonds and

SCHEME
MANAGEMENT

CONTROLLED
ADMINISTRATIVE
COSTS

The operating budget for the
Scheme and its management entit
is financed directly from amounts
withheld from contributions. The
budget is voted by the board of
directors annually.

In 2014, the Scheme’s administra-
tive costs totalled €27 million.They

represented 0.16% of the Scheme’s
net assets and 1.5% of contribu-
tions of contributions received in
2014,

The implementation of ERAFP’s
asset diversification policy implies
harnessing additional resources.
Thisisa prerequisite forincreasing
the potentialyield on the Scheme’s
investments and reducing its allo-
cation risk, which is also a way of
containing future costs.

CHANGES IN SCHEME ADMINISTRATIVE COSTS SINCE 2005

government-backed securities.

= Administrative costs in 2014:

€27 million.

Source — ERAFP

Administrative costs as a percentage of net assets at amortised cost

1.80 %

I 1.69%

1.60 %

1.40 %

1.20 %

1.00 %

0.80 %

0.60 %

I 0.53%

I 0.38%

0.40 %

| 0.28%

0.20 %

0.00 %

I 0.22%

I 0.20%

| o9
| o.19%
| o
| o6

2005

2006 2007 2008 2009

2010 2011 2012 2013 2014
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THE SCHEME’S
ADMINISTRATIVE

MANAGEMENT

The Scheme’s administrative m
entrusted to Caisse des Dépots

to article 32 of the decree of 18
pensions for public servants. C
responsible for the following ta
and supervision of the board of
contributions, maintenance of

retirement accounts, liquidatio

benefits'®, and the Scheme’s ac
communications. It accordingly
interface for employers, retired

contributors with regard to the

0T RAFP, SERVING THE RETIREMENT

anagement has been

et Consignations pursuant
June 2004 on additional
aisse des Dépots is

sks under the authority
directors: collection of
peneficiaries” individual
n of rights, payment of
counting and operational
acts as the Scheme’s single
beneficiaries and active

r right to information.

EEDS OF PUBLIC SECTOR EMPLOYEES

- Around 45,000 employers
contributed to the Scheme in
2014, via the Caisse des Dépots.

> €1.81 billion in contributions
collected in respect of the 2014
financial year.

2 4.5 million contributing public
servants in 2014.

>1 14,348 pension liquidations
and 357,038 individual RAFP
account revisions in 2014.

> €305 million paid to
beneficiaries in benefits.

AROUND 45,000
EMPLOYERS ...

Approximately 45,000 employers
paid contributions to Caisse des
Dépots in respect of the Scheme
in 2014. The vast majority are local
and regionalauthorities and public
sector hospitals.

The majority of French central
government employers registered
with the Scheme are regional public
treasury departments, ministries
and commissioners to the armies.
In 2014, 96.4% of employers had
paid inall requisite contributionsin
respect of 2013". There was a slight
reduction in the number of active
employers” accounts during the year

These paymentincidents are sub-
ject to corrective actions: 98% of
incidents arising in 2014 were cor-
rected during the year.

... AROUND €1.81
BILLION COLLECTED ...

The Scheme collected around €1.81
billion of contributions in 2014.
Employers with at least ten
employees pay contributions on a
monthly, aggregate basis. Those
with fewer than ten employees pay
contributions annually.

In the event of a late payment, a
penalty is added to the contribution.
In 2014, 355 employers were
obliged to pay penalties in respect

- Nearly 31 ,000 annuities
in payment.

against the backdrop of consolida-
tion within the public sector.
Although having been stable at less
than 5% for severalyears, the rate
of payment incidents increased
slightly in 2014. The average rate
for the year was 4.9%, compared
with 4.6% in 2013.

" Except for the payment of benefits to retired ce

of 2013.

ntral government public servants,

which is the direct responsibility of the Directorate of Public Finance.

""Note: As the employers’ declarations are only required to be submitted in the year following
payment of the contributions, the figures 2013 financial year.
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99.2%

OF INDIVIDUAL ACCOUNTS
ACCRUED AT 31 DECEMBER 2014

... AND 4.5 MILLION
CONTRIBUTING
PUBLIC SERVANTS
IN 2014

Eachyear, employers send Caisse
des Dépots a statement summa-
rising for each of their public ser-
vants the contributions paid in
during the previous year.

The deadline for reporting contri-
butions collected during 2013 was
31 March 2014. Rights are added
to the contributors’ individual

employers of their regulatory obli-
gations and the rights of their
employees.

Caisse des Dépdts contacts
employers, by telephone orinwri-
ting, whenever a discrepancy
between the reported amountand
the amount received is observed.
The very high accrual rates for
individual accounts since 2009
(more than 98% on average] is
indicative of an increased aware-
ness and understanding of the
Scheme, which is partly due to

accounts provided the amounts
reported match the contributions
received.

ERAFP and Caisse des Dépdts,
working closely with the supervi-
sory authorities, have implemented
actions toraise awareness among

EMPLOYER ACCOUNTS AND INDIVIDUAL RETIREMENT ACCOUNTS

Caisse des Dépots’ actions to raise
awareness among employers.
The number of individual retire-
ment accounts remained stable in
2014.The proportion reaches 99.2%
at 31 December.

Source — CDC GA

mm Payment incidents = Fully paid-in employers’ accounts
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SOME 114,000 PENSION
LIQUIDATIONS AND
357,000 BENEFITS
REVISIONS IN 2014

In 2014, 114,348 pension liquida-
tionsand 357,038 benefits revisions
took place. Although the number
of pension liquidations was rela-
tively stable, the some 60% increase
in benefits revisions is due to the

0T RAFP, SERVING THE RETIREMENT

numerous corrective actions taken
by Caisse des Dépots in order to
update the individual accounts,
mainly regarding the year following
retirement.

In all, €305 million in benefits was
paid out to beneficiaries in the year.
Thisamountincludes reversionary
benefits paid out to deceased bene-
ficiaries’ spouses and children
under 21.

NUMBER OF PENSION LIQUIDATIONS AND BENEFITS REVISIONS, 2010 - 2014

EEDS OF PUBLIC SECTOR EMPLOYEES

114,348

PENSION LIQUIDATIONS IN 2014

357,038

BENEFITS REVISIONS

Source — CDC GA

mm Pension liquidations

400,000
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158,450

200,000

136,304
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{11111 R

Benefits revisions

357,038

172,789
222,129

AROUND

€305
MILLION

IN TOTAL BENEFITS PAID OUT
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BENEFIT PAYOUT AMOUNTS (in millions of euros)

TO BENEFICIARIES IN 2014

Source — CDC GA
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ANNUAL LUMP SUM BENEFIT PAYOUTS (NUMBER AND AMOUNT)
(in millions of euros)

Source — CDC GA
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PAYOUTS ON THE RISE

0T RAFP, SERVING THE RETIREMENT

Everyyear, anincreasing number
of beneficiaries have accrued

EEDS OF PUBLIC SECTOR EMPLOYEES

In 2014, the total amount paid out
increased by 5.5% as beneficiaries
reaching retirement age had a
higher number of points vested.
The number of lump sum payouts
continued the decline started in
2011 (€174,815 in 2014 against
€182,097 in 2013). The average
lump sum payout in 2014 was
€1,691, up by 8% compared to 2013
(€1,559])2.

ANNUITY PAYMENTS
TAKE OFF

30,985 beneficiaries received an
annuity in 2014. The continued
increase inthe number of annuities
in payment compared with lump
sum payments reflects the gradual
growth of the Scheme since its
inception in 2005.

throughout their careers a total
number of points in excess of the
minimum 5,125 necessary to
receive annuity payments. In 2014,
the average annuity received was
€291 Bup by 7% compared to 2013
(€271). By definition, annuity reci-
pients have been able to contribute
to the Scheme for a maximum of
only eightyears since contributions
did not start until 2005. The average
annuity shown above reflects this
limited contributions period.
Annuity paymentsin 2014 amounted
to just 3% of lump sum payments
(€296 million against €9.0 million
for annuities) but are growing
rapidly: they nearly doubled com-
pared to the €4.8 million paid in
2013.

" Total of monthly payments throughout the year

2 Although the increase is material, these amounts do not represent the total benefits paid,
which generally comprise two lump sum payments, on liquidation and on revision.
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COMMUNICATIN
TO ENHANCE
SCHEME AWARE

ERAFP’s communications str
the effectiveness of the Sche
stakeholders (beneficiaries,
players) with the information
at the appropriate level in the
aims to show the relevance o
to promote it, since social re
if it is shared.

The communications strategy is

based on two key areas:

+ [nstitutional communications,
mainly with public sector bodies,
which are under the responsibi-
lity of ERAFP;

+ Operational communications, to
inform employers and beneficia-
ries of their rights and obliga-

employers and institutional
> Scheme’s operations. It also

sponsibility is only meaningful

NESS

ategy is aimed at enhancing
me by providing all

required to participate fully

f ERAFP’s SRl approach and

PUBLIC SECTOR
EMPLOYERS:
MORE DETAILED
INFORMATION

In its early years, the Scheme
essentially aided public sector
employers in the practical aspects
of fulfilling their responsibilities.

tions, which are the responsibi-
lity of the Administrative Manager
(CDC).

HIGHLIGHTS OF ERAFP’S INSTITUTIONAL
COMMUNICATIONS IN 2014

+ Launch of ERAFP’s Twitter account in February

+ Participation in the Salon des Maires in November

+ Continuing to produce an SRI New Year’s card in partnership with public sector
players.

This year, ERAFP worked with two associations in Saint-Brévin-les-Pins, one

for seniors and the other for young people, on the themes of inter-generational

solidarity and sustainable development. Apart from the artwork on the New Year's

cards, one of which featured a “six-handed” fresco by members of the two

associations, the experience forged a link between the two generations.

PAGE 26

Now, itaims to promote theirawar-
eness of the Scheme’s specific
capitalisation and long-term
socially responsible investment
features to enable them to pass on

suchinformationtotheiremployees.
Having organised institutional
conferences in 2012 and 2013 for|
human resources managers from
the three main segments of the
public sector, ERAFP participated
inthe Salon des Maires for mayors
from throughout France in
November 2014 in order to meet
local authority employers, who
represent the majority of employers
contributing to the Scheme.




The main channels for passing on
information are departmental cir-
culars or pay slips.™

In operational terms, Caisse des
Dépots’ call centre in Angers han-
dled around 12,200 calls from
employers in 2014 (92% of calls
received). The decline in callnum-
bers seen in previous years acce-
lerated (14,800 calls in 2013, i.e. a
drop of 18%], due partly to
employers’ enhanced awareness
of the Scheme’s operating rules.
Caisse des Dépots also held a num-
ber of training and information
sessions throughout France for
employers.

0T RAFP, SERVING THE RETIREMENT

Actions targeted at public sector
hospital employers are expected
to close this gap.

Interms of the employer-dedicated
“e-services” account-viewing web-
site, there were more than 57,500
connections in 2014. This figure
has declined since 2011 due to
improvements in the quality of data
passed on by employers.

NUMBER OF TELEPHONE CALLS HANDLED FROM EMPLOYERS

EEDS OF PUBLIC SECTOR EMPLOYEES

-> Public sector employees
highlight the role of their
employer in passing on
information regarding
the Scheme.

- Employers in the local and
regional authorities segment
are more likely to say they
are “well informed” than other
employers.™

Source — CDC GA

20,000 27,784
27,500
25,000
22,500 21,173
20,000
17,500
15,000
12,500
10,000

7,500

5,000

2,500

16,481
—

14,767
—
12,203

2010 2011

2012

2013 2014

“Results of the survey on Scheme image and recognition conducted by BVA in 2014.

"SResults of the survey on Scheme image and re

ognition conducted by BVA in 2014
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BETTER

+ The number of on-line service

> The Scheme’s website seems
to represent an important
complement to information
provided by the employer.'

UNDERSTANDING
THE NEEDS OF ACTIVE
CONTRIBUTORS IS

A SCHEME PRIORITY

As noted by the communications
committee members, the lack of
knowledge and awareness of the
Scheme persisted in 2014. By
paying close attention to benefi-
ciaries’ concerns, ERAFP and the
Administrative Manager aim to
gradually resolve this issue.

The RAFP website currently allows
active contributors to obtain
detailed information about the
Scheme and to view their individual
retirement accounts using appli-
cations developed by Caisse des
Dépots

users continues to rise. More
than 705,000 beneficiaries have
signed up for the on-line services
available to active and retired
public servants (compared to
580,000 in 2013).
The Administrative Manager also
continuously measures user satis-
faction with its information services
in order to improve the quality of
its responses and case monitoring.

Informing active
contributors

990,566 documents relating to
RAFP were sent out to active contri-
butors by the various schemes in
compliance with contributors’
rights to information (individual
statements and generalindicative
estimates for pensions). It should
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The website's overhaulin 2014 will
meet beneficiaries’ needs for more
accessible and interactive infor-
mation.

Informing retired

beneficiaries

+ Nearly 94,200 telephone calls
from retired public servants were
handled in 2014 (91% of calls
received). In addition, some
17,400 items of correspondence
(letters and e-mails) were pro-
cessed over the year, down 7%
on the 18,700 items processed
in 2013.

be noted that in 2011 RAFP took
over responsibility for informing
active public servantsif the primary
scheme is unable to produce the
required documents'. As aresult,
73,535 of the 990,566 documents
were sent out directly by RAFP.
Furthermore, in 2014 Caisse des
Dépots handled nearly 28,000
telephone calls from active contri-
butors under their “right to infor-
mation” (91% of calls received), as
well as some 2,100 letters and
e-mails.

"®Résultats de l'enquéte sur l'image et la notoriété du RAFP, réalisée par BVA en 2014.

7Cas de contrats d’affiliation non valides, de taux d’alimentation de la carriére connu
du compte de droits inférieur au seuil minimum exigé, de processus de rétablissement
en cours et d'agents radiés des cadres, définis par le GIP Union Retraite
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NUMBER OF TELEPHONE CALLS HANDLED FROM RETIRED BENEFICIARIES

Source — CDC GA
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NUMBER OF "RIGHT TO INFORMATION" DOCUMENTS SENT

Source — CDC GA

mm Total number of Scheme documents sent
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INCREASINGLY
FRUITFUL
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onthe Scheme.In 2014, the Scheme
or ERAFP were referred to in 855
press oronline articles, 70% more
thanin 2013. The Scheme’s media
coverage has improved consistently
over the last three years.
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Contact with

the public authorities

Having taken part for the first time
in the Salon des Maires for local
mayors in France in November
2014, ERAFP will attend the Salon
de la Santé et de lAutonomie, cove-
ring healthcare and personal auto-
nomy issues, in 2015.

Media relations

Press

The calls for tenders launched by
ERAFP form an excellent oppor-
tunity to promote communications

More specifically, the 8 press
releases issued by ERAFP were
widely reported in the written press,
particularly in the economic and
financial sections, as well as
on-line and on social networks
such as Twitter.

The Chief Executive Officer and his
staff were also widely interviewed
by specialist French and English
language publications and took
partinsome 100 conferences, semi-
narsand talks in France and abroad.




Twitter

0T RAFP, SERVING THE RETIREMENT

Website: a central

EEDS OF PUBLIC SECTOR EMPLOYEES

ERAFP had been regularly cited
on the Twittosphere in 2013 (117
tweets) and joined the social media
network in 2014 to take advantage
of this interest, posting 232 tweets
and sending 239 retweets covering
information of interest. With 328
tweets referring to ERAFP and 144
followers, Twitter was the most
active online medium for the
Scheme in 2014.

communication tool

The website saw a very marked
increase inusagein 2014, toaround
58,000 visits per month compared
with 50,000 in 2013.

In conjunction with ERAFP’s Twit-
ter account, the new-look RAFP
website will enable the institution
to provide dynamic web commu-
nications and will give the Scheme
an online identity.
Otherthanrepresentingavaluable
tool for users, the redesigned site
will also provide an effective means
of highlighting the Scheme’s SRI
management approach.
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During the financial crisis and
crisis, the Scheme has succee
its commitments to active cont
beneficiaries.

02 THE MEANS

the continuing economic
ded in covering at all times
ributors and retired

The Scheme’s socially responsible investment (SRI) policy

underscores its approach as a lo

+ a particularly conservative ap
the technical parameters;

+ an asset allocation designed

equilibrium over the long term.

Faced with a decline in interest
life expectancy, the extraording
of directors of 5 February 2015
that will provide a better balan
commitments and the assets it

ng-term investor, founded on:
proach in terms of defining

to ensure the Scheme'’s

rates combined with rising
ry meeting of the board
resolved to take measures
ce between the Scheme’s
holds. Accordingly, from

O TRULY INVEST FOR THE LONG TERM

2015 the new premium rate will reduce the technical return

on contributions from 4.075% t
to 3.731% in 2016.

This decision by the board of di
of an a priori lasting decline in
still constitute the majority of t
The recent publication of regul

0 3.899% in 2015 and then

rectors reflects the impact
returns on bonds, which
he Scheme’s portfolio.
tions amending the

- To [earn more about

SRI

Scheme’s investment scope wi
its role as a long-term investor|
particularly in France and for S

L enable it to fully play
serving the real economy,
MEs.

The increased diversification permitted by the new

regulations represents a mean
returns paid to Scheme benefic
In 2014, regulatory constraints

s of improving the long-term
iaries.
on non-bond investments

continued to impact asset allocation despite ERAFP’s

efforts to develop the tools and
investing in new asset classes
deepening its SRI approach.

vectors necessary for
while simultaneously
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ERAFP:
KEY FIGURES*

Assets of around

€17.5BIiLLION

Estimated financial coverage
ratio of around

110%

Technical reserves of around

€15.9 BiLLION

Non-technical reserves of

€1.7 BiLLION

Discount rate set at

1 0/0**
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* Valuation at end-2014

** Discount rate net of management
expenses, set using a method that takes
into account the re-investment risk




STEERING
THE TECHNICAL
PARAMETERS IN

The board of directors is very
conscious of these regulatory and
prudential responsibilities and
accordingly adopted written gui-
delines for the Scheme’s technical
parameters with a view to main-
taining over the long term the pur-
chasing power of beneficiaries’
vested pension rights.

Since the Scheme was formed, the
board of directors has carefully

02 THE MEANS

2014

RAFP is subject to strict prude

stipulating that:

+ the Scheme’s commitments t
must be at least fully covered

+ the likely present value of the
must be calculated using a cc
rate (i.e. consistent with the ¢
return on the Scheme’s asset

The board of directors is respo

this financial equilibrium.

O TRULY INVEST FOR THE LONG TERM

ntial regulation

o its beneficiaries

by assets,

se commitments
nservative discount
onservatively estimated
s).

nsible for ensuring

monitored changes in the:

+ purchase and service values of
points;

+ coverage ratio of Scheme com-
mitments;

+ discount rate applied to reserves;

+ technical interest rate or “pre-
mium rate”.

The guidelines recognise the exis-

tence of the inter-relationship

between the Scheme’s ability to

revalue vested rights and its assets,

and also set out the conditions in

which the premium rate may be

revised.

COMMITMENTS
COVERAGE RATIO

The obligation to cover the Sche-
me’'s commitments at all times
implies careful monitoring of the
financial coverage ratio. The mea-
sures considered at the end of the

Nonetheless, the continuing decline
in bond yields seen in the market
in 2014 calls for a highly prudent
approach to steering these parame-
ters.

As a complement to this first
approach, ERAFP has sought to
better define its capacity to revalue
contributors’ and beneficiaries’
rights over the long-term horizon
in which it operates. Accordingly,
ithas defined an “economic” cove-
rage ratio, which takes into account
the latent value of the Scheme’s
assets' as well as the risks for
which a margin of prudence should
be recognised. This margin is
defined as the “excess economic
coverage requirement”. If this
requirementis not met, regardless
of the financial coverage ratio, the
service value of a point may not be
increased. At the end of 2014, the

year and adopted by the board of
directors on 5 February 2015
resulted in aratio of approximately
110% (estimated, unaudited figure).
Mindful of its regulatory obliga-
tions, the Scheme has the neces-
sary reserves and provides satis-
factory coverage of its commitments.

"®The economic coverage ratio corresponds to th

excess economic coverage requi-
rement was measured at 13.3% of
commitments.

The Scheme’s economic coverage
ratio, after revaluation, was
approximately 118% (estimated
figure) at 31 December 2014.

e relationship between, on the one hand,

bonds valued at amortised cost and all other assets at market value and, on the other hand,

the technical and investment management res

erve
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POINT PURCHASE AND SERVICE VALUES

DETERMINATION

OF THE PURCHASE
AND SERVICE VALUES
OF POINTS

The board of directors sets these
parameters each year. Since adop-
tion of the guidelines, it takes into
account the excess economic cove-
rage requirement.

The mechanism set outin the gui-
delines effectively links any reva-
luation of points to the economic
coverage ratio. If the points reva-
luation is lower than the inflation
rate, particularly if the coverage
ratio is inadequate, a mechanism
is implemented in subsequent
years to allow increases in the
purchase and service values of
points to catch up with inflation.
For this reason, when the adjust-
ment measures were under consi-
deration in 2014, the board of
directors decided against increa-
sing the service value by the fore-
castinflation rate for 2014 of 0.5%.
The amount of such revaluation
may be distributed subsequently
by increasing the service value of
points.

On 5 February 2015, the board of
directors resolved to increase the
purchase value of a point by 4.5%
inboth 2015and 2016 in the context
of changes to the premium rate
pursuant to the guidelines.
Subject toany subsequent changes,
the Scheme’s technical return will
therefore be:

+3.899% in 2015;

+3.731% in 2016.

This represents a decline of 8.4%
over two years relative to the tech-
nical return in 2014 (4.075%) and
ensures that commitments entered
into in the future will be covered
despite the fall in bond yields and
continuing rises in life expectancy.
The higher rate of increase in the
purchase value of new Scheme
points compared to their service
value will affect all contributors,
but will have noimpact on pensions
already in payment. Moreover, it
isreversible since the parameters
of point values will change over
time.

Source — ERAFP

Year 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

s ) O
Purchase value (€) 1 1.017  1.03022 1.03537 1.04572 1.05095 1.05620 1.07420 1.0850 1.09585 1.1452  1.1967

Change = +1.70% +1.30% +0.50% +1%  +0.50% +0.50% +1.70%  +1% +1% +4.5%  +4.5%

Service value (€) 0.04 0.0408 0.04153 0.04219 0.04261 0.04283 0.04304 0.04378 0.04421 0.04465 0.04465

Change = +2.00% +1.80% +1.60% +1%  +0.50% +0.50% +1.70%  +1% +1% 0%
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PROVISIONING
DISCOUNT RATE

The Scheme’s provisioning discount
rate is set at a very conservative
level compared with the practices
of other European pension funds.
It takes account of the decline in
bond yields seen in recent years.
The rate (net of fees) used to assess
the technical reserve at 31
December 2014 was set at 1.0%,
down by 20 basis points from 2013;
this reflects in particular the
decline in returns on the bond
portfolio and poorer reinvestment
rate prospects.

Since publication of the statutory
order of 14 May 2014 amending
the statutory order of 26 November
2004, the minimum level of mana-
gement expenses has been lowe-
red, enabling the discount rate
formula to be adapted to the eco-
nomic realities faced by the
Scheme. The discount rate gross
of expenses is therefore 1.25%.

TECHNICAL INTEREST
RATE OR “PREMIUM
RATE”

On formation of the Scheme, the
initial annuity was calculated on

02 THE MEANS

return of 1.34% was determined
based onalong-terminflation rate
of 2%, corresponding to the ECB’s
maximum target rate.

These parameters are no longer
in line with the current economic
and financial conditions. The Sche-
me’s premium rate has therefore
been revised to make it consistent
with market rates by increasing
the purchase value as described
above and raising the pivotal age
for application of the premium to
62%. The guidelines provide for an
immediate revision of the Scheme’s
premium rate if, at the end of a
financial year, the discount rate
gross of fees is lower than the pre-
mium rate, which was the case at
end-2014.

AUDITED FINANCIAL
STATEMENTS

Forthe first time and following the
trial conducted in 2013, the finan-
cial statements for 2013 were
approved by the board of directors
in 2014 during the first half-year.
This reduced time frame was achie-
ved while maintaining the quality
of the accounting data.

After auditing the valuation pro-
cesses for reserves, the inde-

O TRULY INVEST FOR THE LONG TERM

the basis of a technical interest
rate (premium rate) net of inflation
setat 1.34%, reflectingareturnon
reference assets of 3.34%. The real

See: management expenses on page 20

rate at 0.90%

pendent auditors again certified
the fairness and accuracy of the
2013 financial statements without
any qualifications.

#The technical return rate resulting from these changes is equivalent to setting the premium
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ERAFP’s investment policy a

TO ENSURE THE
OVERALL EQUILI

ms to reconcile financial

NEW ROOM FOR MANOEUVRE
SCHEME'S
BRIUM

DEVELOPING THE

I:DI:kIf"IJ FCONOMY

pprfnrmanrp, risk managem

commitment within the strat
by the board of directors.

ent.and cnrinlly rpqpnnqihlp

egic asset allocation approved

CHANGES IN
THE INVESTMENT
REGULATIONS

The decree of 3 February 2015
amending the investment rules
applicable to the Scheme and the
implementation decree of 10 March
2015 set out the following in par-
ticular:

+a broader list of authorised assets

to enhance the Scheme’s contri-

bution to financing companies and
improve the outlook for future
returns;

+ the proportion of assets that may
be invested in equities or UCITS
is increased to 40%;

+ 3% of assets may be invested in

NLINUTT LUUVINUIVE

AND FINANCING SMES

The public financial sector can
serve as a relay when access to
credit by economic players beco-
mes more difficult as a result of
an economic slowdown?'. To this
contra-cyclical function, ERAFP is
able to add the rare ability of sup-
porting over the long term the
entities in which it invests, thanks
to the significant room for
manoeuvre it will have over at least
the next 20 years.

Indeed, since the Scheme was for-
med only relatively recently it faces
a long period before reaching full
maturity. With its very significant
net cash inflows, itis not bound by
short-term management
constraints and is able to hold
portfolio securities for the long
term.
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unlisted funds and 3% in funds
securitising loan receivables on
SMES;
+ the possibility of investing direc-
tly up to 3% of total assets.
As an extension to its approach of
seeking a socio-economic impact
through its investments, ERAFP
will start using this new room for
manoeuvre from 2015, notably to
help develop the French economy
and finance European small- and
medium-sized enterprises.

July 2012

2"The State and financing the economy”, special report by the French national audit office,

This high liquidity is a strategic
advantage in financing investment
projects of a long-term nature, or
even very long-term, more struc-
tural projects such as extensions
to infrastructure networks and
encouraging innovation and small
enterprises.

In 2014, ERAFP provided finance
to the French economy, in the broa-
dest sense, of €7.8 billion, corres-
ponding to 45% of its total assets
at amortised cost.




(market value)
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INVESTMENTS IN FRANCE BY ASSET CLASS AT 31 DECEMBER 2014

O TRULY INVEST FOR THE LONG TERM

Source — ERAFP
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European SMEs have seen their
access to financing deteriorate in
the years following the sharp cre-
dit contraction of 2008-200922. And
yet financing these investments,
which have a material impact on
employment and the capacity for
innovation, is a key way of growing
the economy?.

ERAFP contributed €258 million
to the financing of European SMEs
in 2014, a significant increase over
the €154 million invested in 2013.
ERAFP isinvolved atvarious stages
of the development of SMEs and
VSEs:

2 Source: Economic analysis council (An SME str

+ itinvestsin listed SMEs and VSEs
through the management man-
dates awarded to BNPP AM and
Sycomore AM and the multi-as-
set mandate held by Amundi;

+ it contributes to the financing of
unlisted mid-sized companies
by investing in the Novo bond
funds;

+ it makes private equity invest-
ments in unlisted SMEs through
the multi-asset mandate held by
Amundi.

22Source: OECD (The financing of SMEs and entrepreneurs in 2013, key indicators)

tegy for France, 2006 report)

INVESTING IN MID-INCOME
PUBLIC HOUSING

In July 2014, through its real estate
asset manager AEW Europe SGP,
ERAFP invested in the Fonds de
Logement Intermédiaire. This fund
facilitates access to housing in areas
where rents are high in relation to
disposable incomes. By offering rents
at a discount to market rates, the
thousands of housing units set to be
provided represent a mid-way solution
between private and social housing
for people with incomes that preclude
them from accessing the latter.

At end-2014, ERAFP had committed
€30 million.
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ASSET ALLOCATION

This reflects the ERAFP portfolio’s

IN 2014

Guidelines

As the regulatory changes were
notintroduced until 2015, the asset
allocation approved by the board
of directors for 2014 did not result
inthe introduction of any new asset
classes. Investments in new asset
classes have resulted from the
operational implementation of
tenders initiated or drawn up in
2013: corporate bonds denomi-
nated in US dollars and US equities.
Contributions totalling some €1.81
billion were collected in 2014. As
along-terminvestor, ERAFP seeks
toinvestits annual cash inflows to
optimise returns on its portfolio
while maintaining an acceptable
level of risk for the Scheme. In
2014, the internal rate of return?
on the overall portfoliowas 12.8%.

INVESTMENT FLOWS BY ASSET CLASS IN 2014

excellent stock market perfor-
mance, linked in part to the step
dropinbondyields, which increases
their value but makes new invest-
mentin the asset class more com-
plex.

During the year, bonds (including
convertible bonds) continued to
account for the majority of invest-
ments. Thus, 55% of inflows were
invested in bonds, corresponding
to €980 million, of which nearly
31% in corporate bonds. Real estate
started to represent a major asset
class, receiving nearly 27% of
investment flows or €481 million
in 2014. Net investments in equity
mandates totalled €239 million,
or 13.5% of investment flows.
Finally, the multi-asset fund
received investments of €72 mil-
lion, or 4% of flows.
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Source — ERAFP

Asset class In millions of euros percentage
|
Bonds 980 55.3%
of which corporate bonds 547 30.8%
Equities 239 13.5%
Multi-asset 72 41%
Real estate 481 271%
Total 1,772 100%

%The internal rate of return (IRR) is a measure of the relevance of investment allocation
within a portfolio. It differs from performance in that it takes into account the timing
of investment and divestment flows or, in the case of delegated asset management,

subscriptions and redemptions
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PORTFOLIO COMPOSITION (at amortised cost in millions of euros)

O TRULY INVEST FOR THE LONG TERM

Source — ERAFP
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portfolio excluding convertible
bonds represented 71% of the
Scheme’s assets. ERAFP invests
for the long term and aims to hold
its bond investments until maturity.
Any divestments are usually in the
context of arbitrage transactions
toimprove asset-liability matching
or, more marginally, to take advan-
tage of specific market situations.
ERAFP is therefore required to limit
purchases of securities the returns
on which would materially reduce
the portfolio’s average yield or
which present a high default risk.

increased in 2014, reaching €419
million at the year-end compared
to €293 million at 31 December
2013.

Operations

Pursuant to the applicable regu-
lations, in 2014 and other than for
public sector bonds, which are
managed directly by ERAFP, mana-
gement had to be delegated to asset
management companies.

For delegated management, the
use of multi-manager mandates
enables financial risk to be spread
over several service providers; this
is a prudent choice in the mana-
gement of assets administered on
behalf of beneficiaries.
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Other than for the euro-denomi-
nated corporate bond mandates,
each of the asset management
companies created a dedicated
investment fund in which ERAFP
invests based on market conditions
following a fully internalinvestment
process. Investments are made in
each fund based onits overall per-
formance and ERAFP’s investment
strategy.

In 2014, investments in new asset
classes reflected the operational
implementation of tenders initiated
or drawn up in 2013. Concerning
management of the US equity port-
folio, the first investments in US

+one company (AXA Investment
Managers Paris) managed US
dollar-denominated corporate
bonds;

+ two companies (Schelcher Prince
Gestionand Lombard Odier Ges-
tion) managed convertible bonds,
onein Europe and the other glo-
bally;

+six companies (Amundi, Axa
Investment Managers Paris, BNP
Paribas Asset Management,
Edram, Rothschild et Cie Gestion
and Tobam AM) managed equities
of large, listed euro-zone com-
panies;

+ one company (BNP Paribas Asset

equity funds were made in early
2014.

Inaddition, a call for tenders defer-
red from 2013 was launched in the
first quarter of 2014 for the award
of a US dollar-denominated cor-
porate bond management man-
date. Thisresulted in the selection,

Management] managed listed
euro-zone small and mid caps;

+one company, Sycomore AM,
managed SME equities listed in
France;

+ two companies (Allianz Gl France
and State Street Global Advisors
France) managed equities of
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in September 2014, of an active
mandate manager, AXA Investment
Managers Paris and of two stand-by
managers, Natixis Asset Manage-
ment, with Loomis, Sayles & Com-
pany, L.P. as delegated manager,
and CCR Asset Management, with
UBS Global Asset Management
(Americas) Inc. as delegated mana-
ger. The investment vehicle was
formed in the last quarter of 2014,
enabling exposure to this asset
class to be obtained by end-2014.
At the end of 2014:
+two companies (Amundi and
Groupama AM) managed invest-
ment grade euro-denominated
corporate bonds;

large, listed international com-
panies (excluding emerging
countries);

+ two companies (Natixis AM and
Robeco Institutional Asset Mana-
gement] managed equities of
large, listed North American
companies;

+ one company (Amundi) managed
a multi-asset portfolio;

+ two companies (AEW Europe SGP
and La Francaise REM) managed
real estate assets in France;

+ one company (AXA Real Estate
Investment Managers SGP)
managed European real estate
assets.




CHRONOLOGY

OF FINANCIAL
EVENTS IN 2014

The gradual easing of quantitative
easing by the US Federal Reserve
Bank (Fed) was offset by asset
purchases by the Bank of Japan to
avoid the country entering into
another recession and by the Euro-
pean Central Bank (ECB]) to coun-
ter the risk of deflation in the euro
zone.

The year was also marked by the
appreciation of the US dollar
against most other currencies,
followed by US equities and bonds
outperforming.

In 2014, expectations of a rise in
market interest rates were dashed
by a combination of geopolitical

02 THE MEANS

rate, had diverged from the slo
Global liquidity continued to im

and, more significantly, the rise in
deflationary pressures, led the ECB
to cut its intervention rates and
introduce targeted longer-term
refinancing operations (TLTRO)
and private sector asset purchases
(such as ABS and covered bonds)
with, moreover, the markets expec-
ting further measures (sovereign

O TRULY INVEST FOR THE LONG TERM

During 2014, global economic growth stabilised
at a relatively low 2.9%, with confirmation that the
developed economies, with a slightly stronger growth

wing emerging economies.
prove.

and economic factors and by the
actions of some central banks.
Although monetary policies in
developed economies remained
very expansionist, with zero inte-
rest-rate policies being continued,
significant disparities started to
appear.

bond purchases) in the coming
months.

Over the year, theyield onten-year
sovereign bonds fell from slightly
more than 1.9% to just over 0.5%
in Germany, from just below 2.6%
to just over 0.8% in France, from
just over 4.1% to just below 1.9%

Longrates generally fell throughout
theyear. Inthe United States, driven
by receding expectations of infla-
tion, doubts over the country’s
long-term growth potential, the
Fed's prudence and international
investors’ quest for suitable invest-
ments, the yield on ten-year
T-bonds fell from a little more than
3% atend-2013 to just below 2.2%
at end-2014.

The decline was much steeperin
the euro zone, where the disap-
pointing pace of economic recovery

in Italy, and from just below 4.2%
to just over 1.6% in Spain. Accor-
dingly, driven by the easing finan-
cialtensionsandthe ECB’s actions,
the spread narrowed between
German ten-year bond yields and
Italian, Spanish and French bond
yields.

Concerning short-term rates, the
yield on two-year bonds increased
in the United States but fell shar-
ply in the euro zone, with German
and Frenchyields closing the year
in negative territory.
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PORTFOLIO

HE BOND

At 31 December 2014, the bond
portfolio (excluding convertible
bonds] totalled €11,774 million at
amortised cost, corresponding to
67.6% of ERAFP’s total assets. It
is split between fixed-rate sove-
reign and similar bonds (39.8% of
total assets, or €6,930 million),
inflation-indexed bonds (11.2%,
€1,956 million) and corporate
bonds (16.6%, €2,888 million).

At end-2014, the bond portfolio
held unrealised gains correspon-
ding to 20.9% of its amortised cost.
Thisis a sharp rise on 2013, when
they represented 8.2% of amortised
cost, but is primarily a reflection
of the lower yields on bond pur-
chases compared with those held
in portfolio.

Atthe same time, with an average
duration of 8.2 years, the portfolio’s
average yield-to-maturity was
3.46%%, down from 3.53% in 2013
for the same reasons.

PUBLIC SECTOR
BONDS

ERAFP manages directly all its
public sector bonds, which had a
carryingamount of €8,887 million
atend-2014. With an average dura-
tion of 9.2 years, their average
yield-to-maturity was 3.51%%.

Sovereign bonds accounted for 92%
(€8,163 million]) of the portfolio,
about half of the Scheme’s total
investments. They include fixed-
rate bonds and inflation-indexed

AVERAGE YIELDS AND UNREALISED CAPITAL GAINS AND LOSSES ON THE BOND PORTFOLIO SINCE 2007

Source — ERAFP
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bonds issued by euro-zone sove-
reigns as well as bonds guaranteed
by these sovereigns, such as bonds
issued by Kreditanstalt fir Wiede-
raufbau, the German national deve-
lopment bank.

The other public sector bonds are
issued by OECD local authorities
(3% of the public sector bond port-
folio, or €268 million) and supra-
national institutions (5%, or €455
million).

Yields on sovereign bonds reached
historical lows in 2014; moreover,
the yield curves on bonds of diffe-
rent maturities converged.

In this context, transactions in the
sovereign bond portfolio took place
principally on the primary market,

02 THE MEANS

while getting the benefit of higher

returns offered by financial markets:

+ purchase of Slovakian, Belgian
and Irish bonds;

+ early reinvestment in maturing
Spanish and Italian bonds;

+ subscription of newly-created
lines: Spanish treasury bonds
indexed to European inflation,
Italian 15-year treasury bonds.

Moreover, French government
bonds with long term maturities
were also purchased in order to
obtain an adequate return. At the
year-end, the ECB’sannouncement
of new measures toinject liquidity
into the financial markets provided
an opportunity to investin Spanish
and Portuguese bonds.

O TRULY INVEST FOR THE LONG TERM

BREAKDOWN OF PUBLIC SECTOR BONDS BY COUNTRY AT 31 DECEMBER 2014 (at amortised cost)

Source — ERAFP
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BREAKDOWN OF PUBLIC SECTOR BONDS BY ISSUER TYPE
AT 31 DECEMBER 2014 (at amortised cost)

Source — ERAFP
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SRI PROFILE
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Local and regional authority
bonds

O TRULY INVEST FOR THE LONG TERM

Sovereign bonds

All issuers in the portfolio satisfy
ERAFP’s SRI eligibility criteria,
based on the Oekom?’ rating.
Indeed, all States whose bonds are
included in the ERAFP portfolio
have received an average SRl rating
of more than 50/100. Although the
portfolio’s absolute performance
on extra-financial criteria deterio-
rated slightly between 2013 and
2014, the spread relative to the
iBoxx Euro Sovereigns Eurozone
benchmarkindexincreased slightly
and now stands at 1.4 points, its
highest level since 2011.

This is explained mainly by the
portfolio’s underweighting relative
tothe index of securities issued by
countries with a lower SRI rating
and credit quality than the average.
There is in fact quite a strong cor-
relation between the financial and
extra-financial assessments of
sovereign issuers. It should also

ERAFP did not subscribe to any
local or regional authority bond
issues in 2014, largely given the
very low interest-rate environment
and relatively small size of their
bond issues.

Although it did not subscribe to
any new bond issues in 2014,
ERAFP remains keen to improve
its recognition rating with local and
regional authorities that are likely
toissue bondsin the coming mon-
ths or years and whose current
SRI ratings are not in line with its
requirements. Accordingly, it wrote
to two local authorities to encou-
rage them to take partinthe rating
process conducted on its behalf by
the extra-financial rating agencies.
By providing detailed responses to
the questions posed by the agen-
cies, authorities will ensure that
the SRI ratings obtained properly
reflect their commitments and
actions on socialand environmen-

be noted that, given the investment
universe of euro-denominated
securities issued by OECD coun-
tries is restricted and relatively
homogenous as regards the SRI
characteristics of its components,
the spread between the portfolio’s
average SRl rating and that of the
index cannot increase significantly.

talissues. Although localauthori-
ties have made progress on their
extra-financial reporting, there
exists significant room for impro-
vement in some cases.

The average rating of ERAFP’s
portfolio has gradually improved
since the initial investments were
made in 2007, and stood at57.7/100
in 2014. This is due not only to an
improvement in the SRl ratings of
bond issues held in the portfolio
but also to the sale in previous
years of those local authority issues

#” Rating agency partner of Vigeo, together responsible on ERAFPS's behalf for quarterly

analysis of its asset portfolio and for providing

etailed reports on each of its sub-portfolios

PAGE 47




AVERAGE SRI RATING FOR THE LOCAL AND REGIONAL AUTHORITY BOND PORTFOLIO COMPARED WITH THE AVERAGE

INDEX RATING AT 31 DECEMBER 2014

Source — Vigeo-Oekom
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that, from an SRI standpoint in
particular, did not meet ERAFP’s
requirements. The spread against
the benchmark widened furtherin
2014, reaching 15.6 points. This
very wide spread reflects mainly
the absence from the portfolio of
bonds from local and regional
authorities that have not formalised
their reporting on environmental,
social and governance issues -
which drags down their SRl rating
- butwhich nevertheless form part
of the index.
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CORPORATE BONDS

Aclass of US dollar-denominated
corporate bonds was added to the
portfolio in 2014. The first active
management mandate was awar-
ded to the asset management
company AXAIMin November 2014,
with an initial investment of € 100
million in December (0.6% of
ERAFP’s total assets). The average
duration at the year-end stood at
7.6 years for an average
yield-to-maturity of 3.58%.

At the year-end, the euro credit
class of euro-denominated corpo-
rate bonds continued to dominate
the portfolio (16% of assets, €2,788
million). Itis managed on ERAFP’s
behalf by two delegated managers,
Amundi and Groupama AM.




BREAKDOWN OF EURO-DENOMINATED CORPORATE BONDS BY SECTOR, COUNTRY AND RATING AT 31 DECEMBER 2014
(at amortised cost)

Source — ERAFP




BREAKDOWN OF US DOLLAR-DENOMINATED CORPORATE BONDS BY SECTOR AND RATING AT 31 DECEMBER 2014

(at amortised cost)

Source — ERAFP

BREAKDOWN BY SECTOR

Utilities 43% .+

BREAKDOWN BY RATING

BBB

BB
14,7%

L OA327%

Returns provided by the euro-zone
corporate bond market fell further
in 2014, in line with the low rates
seen for sovereign bond issues by
OECD countries. The additional
leeway provided in 2013 concerning
management constraints on the
weight of lower-rated issues
enabled a further €447 million to
be invested in the portfolio in 2014.
With an average duration of 5.2
years, the average yield-to-matu-
rity of this assets class was 3.16%.
The euro credit managers also
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Industrials 62.8%

Financials
32.9%

manage a part of the Scheme’s
cash and cash equivalents.

SRI PROFILE

The SRI performances of both
ERAFP’s corporate bond portfolio
and the benchmark index (Iboxx
euro non-sovereign) have improved
continuously in recent years. The
portfolio’s SRI rating of 54.1/100
stands 7.4 points above that of the
index, the widest spread since the
mandates were awarded.




The significant positive average
SRI rating spread between the

02 THE MEANS

both listed and unlisted, who are
attuned to varying degrees to the

O TRULY INVEST FOR THE LONG TERM

portfolio and the benchmark

demonstrates the relevance of the

best-in-class approach in a uni-

verse of issuers with diverse ESG

practices. In practice, issuers in

the investment universe are split

between four categories:

+ financial companies;

+ non-financial companies;

+ issuers of collateralised bonds?;

+ agencies?, which are private or
public entities more or less
controlled by the State or local
or regional authorities.

The investment universe therefore

comprises issuers of varying size,

expectations of quite different SRI
investors. In this context, the best-
in-class analysis is particularly
discriminant since the SRI perfor-
mance spread between the best
issuers and the remaining issuers
is greater than in a relatively
homogenous investment universe
such as that of large listed corpo-
rates.

The good SRI performance of these
management mandates demons-
trates the added value of ERAFP’s
SRI approach and the maturity of
the asset management companies
concerned in terms of SRI.

AVERAGE SRI RATING FOR THE CORPORATE BOND PORTFOLIO COMPARED
WITH THE AVERAGE INDEX RATING AT 31 DECEMBER 2014

Source — Vigeo
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% A collateralised bond is one for which interest and redemption payments are derived
from income flows from an asset, which also serves to guarantee the bond.

# For example, local authority banks such as Bank Nederlandse Gementeen (BNG)
in the Netherlands, Caisse des Dépats et Consignations in France, etc
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BOND PORTFOLI

HE CONVERTIB

The currently active mandates have
been awarded to Schelcher Prince

0

at amortised cost, corresponding
to 2.0% of ERAFP’s total assets

Gestion for European investments
and Lombard Odier Gestion for
international investments.

Funds were invested for the first
time in the two mandates at the
end of 2012, with investment gra-
dually stepped up over the course
of the last two years. At 31
December 2014, the convertible
bond portfolio totalled €346 million

At end-2014, it had generated
unrealised capital gains equivalent
to 8.2% of its amortised cost.
This asset class turned in a per-
formance of 3.15%, down from the
9.78% posted in 2013 as a result
of the relatively less favourable
performance of the equity markets
in 2014,

ANNUAL PERFORMANCE AND UNREALISED CAPITAL GAINS POSTED

BY THE CONVERTIBLE BOND PORTFOLIO
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Source — ERAFP
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BREAKDOWN OF THE CONVERTIBLE BOND PORTFOLIO BY SECTOR AND REGION AT 31 DECEMBER 2014

(at market value)

Source — ERAFP
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SRI PROFILE

As the regions covered by each
mandate are different, two separate
benchmark indices are used to
assess the SRI quality of these two
portfolios. The European conver-
tible bond portfolio posted an
improved SR performance whereas
the international portfolio’s rating
deteriorated. They both, however,
continue to outperform their res-
pective benchmarks, indicating
that the best-in-class SRl strategy
has been applied correctly in these
two delegated management man-
dates.

AVERAGE SRI RATINGS FOR THE CONVERTIBLE BOND PORTFOLIOS COMPARED
WITH THE AVERAGE INDEX RATINGS AT 31 DECEMBER 2014

The rating difference and its trend
between the two portfolios can be
attributed to the very strong
contingent of North American and
Asian issuers in the international
portfolio: ERAFP’s SRI guidelines
place strong emphasis on the
consideration of social criteria such
as respect of union rights and the
promotion of management-worker
dialogue, which European compa-
nies generally take more into
account than their US and Asian
counterparts, enabling them to
achieve higher scores.
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Source — Vigeo
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THE EQUITY
PORTFOLIO

At 31 December 2014, the equity
portfolio totalled €4,073 million at
amortised cost, corresponding to
23.4% of ERAFP’s total assets. It
is split between euro-zone corpo-
rate equities (17.9% of total assets
or €3,124 million) and internatio-
nal blue chips (5.4% or €949 mil-
lion).

Untilthe end of 2014, management
of the equity portfolio was fully
delegated by ERAFP3,

At the year-end, the two asset
classes were split between 12 man-
dates, including eight euro-zone
equity mandates entrusted to Amu-
ndi, AXA Investment Managers
Paris, BNP Paribas Asset Mana-
gement (two mandates), Edram,
Rothschild et Cie Gestion, Syco-

02 THE MEANS

more AM and Tobam AM, and four
international equity mandates
entrusted to Allianz Gl France,
State Street Global Advisors France
(international scope) Natixis AM
and Robeco Institutional Asset
Management (North America
region).

In 2014, as provided for in the man-
date agreements, the euro-zone
equity mandates were renewed for
a three-year term.

The equity portfolioincluded unrea-
lised capital gains at end-2014
equivalent to 27.8% of its amortised
cost. The 6.17% growth posted for
the year was lower than in 2013
(25.8%]), notably due to a weaker
performance by the euro-zone
equity markets during the year.

O TRULY INVEST FOR THE LONG TERM

ANNUAL PERFORMANCE AND UNREALISED CAPITAL GAINS/LOSSES POSTED BY THE EQUITIES PORTFOLIO

Source — ERAFP

mm Net assets at year-end at amortised cost mm Unrealised capital gains/losses

Annual performance of the equities asset class
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®The decree of 3 February 2015 amending the Scheme’s investment rules stipulated
that ERAFP is no longer required to delegate equities asset management for a portion

of its assets; see page 38

PAGE 55




The euro-zone equities asset class
posted growth of 3.76%, lower than
the 12.8% posted by the interna-
tional equities asset class.

Investments in the equity mandates
represented 13.5% of investment
flowsin 2014, or €239 million. This
net amount includes, however, a
reallocation between the euro-zone
and international equities asset
classes. As the international equit
mandates mature in 2015, fund
units were redeemed and the
proceeds invested mainly in the
euro-zone and US equity mandates.

BREAKDOWN OF EQUITIES BY GEOGRAPHIC REGION AT 31 DECEMBER 2014

(at amortised cost)

Interms of risk dispersion, the ten
largest investment lines in the
various euro-zone equity mandates
represented 20.2% of the asset
class at the year-end, lower than
that for the ten largest lines in the
MSCI EMU SRI benchmark index
atthat date (30.6%). Risk dispersion
was even more marked in the inter-
national equities asset class: the
ten largest investment lines repre-
sented just 18.3%. In contrast, the
MSCIWorld benchmark index was
even more dispersed than the port-
folio (9.59% in the ten largest lines).

Source — ERAFP
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76.7%

International equities
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SRI PROFILE

Euro-zone equities

ERAFP’s European equity portfo-
lio's SRl rating continued to improve
in 2014, as did its spread against
the benchmark index’s SRl rating
(+3.9 points, against +3.1 points in
2013). Whether relative to the index
or in absolute terms (average SRI
rating of 53.4/100), the portfolio’s
SRI performance is at its highest
since the European equity man-
dates were first awarded.

This positive trend is due not only
to the now proven expertise of the
asset management companies in
euro-zone equities SRI manage-
ment but also to their excellent

02 THE MEANS

its delegated asset managers
ensure that the institution’s expec-
tations are properly taken into
account in the portfolio stock-
picking process.

It should also be noted that, while
positive and widening, the variance
between the portfolio’s average
SRl rating and that of the index is
still lower than the variance for the
euro-denominated corporate bond
management mandates (see p. 51).
As mentioned previously, this
reflects the greater homogeneity
of the European large listed cor-
porates investment universe in
terms of implementing social and
environmental responsibilities: the
relatively high SRI rating of the

O TRULY INVEST FOR THE LONG TERM

understanding of ERAFP’s specific
SRl approach. On this point, regu-
lar meetings between ERAFP and

benchmark index indicates that
they have a degree of maturity on
these issues.

EURO-ZONE EQUITY PORTFOLIO'S AVERAGE SRI RATING RELATIVE TO THAT OF THE INDEX AT 31 DECEMBER 2014

Source — Vigeo
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International equities

The SRI ratings obtained on the
international equities portfolio
remain, on average, substantially
lower than those on the euro-zone
equities portfolio, in particular
regarding the social progress and
social democracy criteria. The high
proportion of US companies within
the portfolio and the index® is one
reason for the major difference
with the euro-zone equities port-
folio.

Over and above the marked cultu-
ral differences on these subjects
with the euro-zone countries that
are best represented in stock-mar-

ket indices, the impact of the US
regulatory framework is also of
note: as an example, the US is not
a signatory to any of the principal
ILO%*2 conventions on the right to
organise.

While in absolute terms the port-
folio’s ratings are relatively low,
its SRI performance is positive
compared with that of the index
and has improved considerably
since 2013: according to Vigeo, in
SRIterms the portfolio outperfor-
med the index by 3.8 points at end-
2014, compared to 1.8 points one
year earlier.

INTERNATIONAL EQUITY PORTFOLIO'S AVERAGE SRI RATING RELATIVE TO THAT

OF THE INDEX

Source — Vigeo
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31 At December 2014, securities issued by US companies represented 66% of the portfolio

and 58% of the MSCI World index, respectively

32 Convention 87 on Freedom of Association and Protection of the Right to Organise,
Convention 98 on the Right to Organise and to Bargain Collectively and Convention 135

on Workers' Representation




North American equities
Two North American equity mana-
gement mandates were awarded
in December 2013, with the initial
investments being made in 2014.
At 31 December 2014, ERAFP’s
portfolio obtained a slightly lower
SRl rating than the MSCI US index
(-0.1 points). These SRl ratings are
significantly lower than those for
ERAFP’s euro-zone equity portfo-
lios, confirming the relative imma-
turity of US corporates as regards
corporate social responsibility
principles and the alignment of
their strategies with the need for
sustainable development.

In the framework of these man-
dates, ERAFP will monitor carefully
the changes over coming years in
the SRI ratings of portfolio com-
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of leverage, notably to encourage
corporates toimprove transparency
on their social and environmental
practices. Moreover, and as for the
other mandates, ERAFP will meet
its asset managers regularly to
ensure they fully understand its
specific SRI expectations.

A VOTING POLICY
THAT IS CONSISTENT
WITH PUBLIC SERVICE
VALUES AND
DEMANDING

OF LISTED ISSUERS

ERAFP’s policy for voting at gene-
ral meetings (GM] is updated
annually, in order to draw lessons
from each general meeting season

O TRULY INVEST FOR THE LONG TERM

panies and any involvement they
have in the debate on compliance
with the main international stan-
dards. Shareholder engagement
- in other words, dialogue with
companies held in the portfolio -
will also be an important means

AVERAGE SRI RATING OF THE NORTH
AMERICAN EQUITY PORTFOLIO AND
OF THE INDEX AT 31 DECEMBER 2014

and thereby gradually improve the
consistency and completeness of
the policy.

The equity asset management
companies implement the policy
on its behalf. ERAFP ensures it is
correctly implemented and the
consistency of positions expressed
by coordinating voting by the asset
managers for a number of com-
panies. In 2014, this sample com-
prised 40 major French companies

Source — Vigeo
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and 20 major international com-
panies, compared to a total of 40
in 2013.
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Of the 40 French GM followed
in-depth by ERAFP, shareholders
opposed on average a slightly
higher proportion than in 2013 of
resolutions proposed by manage-
ment (93.6% approved in 2014
against 96.0% in 2013).

This was due primarily to the intro-
ductionin France of a consultative
vote (“say on pay”) on managers’

increased independence of boards
in the analysed sample.

Concerning more specifically the
voting guidelines for shares held
by ERAFP, the asset management
companies voted more markedly
against the resolutions proposed.
Indeed, via its delegated manage-
ment companies, ERAFP voted
against 39% and 36% respectively

remuneration. Although none of
these resolutions were rejected,
on average they were more
contested (89.5% approved) than
resolutions on other subjects voted
on by shareholders. ERAFP has
observed anincreaseinthe average
remuneration of managers of com-
panies included in the sample,
often inadequately justified to
shareholders. Moreover, there
generally remains plenty of scope
for improvement on the transpa-
rency, diversity and strictness of
criteriafor short-term or long-term
variable remuneration awards to
management.

On other governance issues, in

of the resolutions proposed by the

management of French and inter-

national companies it monitors in
detail. The main themes concerned:

+ managers’ remuneration;

+ dividend distributions if the com-
pany’s proposal appeared irres-
ponsible: distribution in excess
of net income, excessive debt,
imbalance between sharehol-
ders” and employees’ remune-
ration, significant restructuring
carried out during the year, etc.

+ the appointment of new directors
or renewal of existing mandates
ifthe board lacked independence
or had a poor gender balance,
or if certain directors held an

particular ERAFP is pleased to note
the improved gender balance and

AVERAGE APPROVAL RATING IN 2014 ON GOVERNANCE ISSUES COMPARED

WITH THAT OF ERAFP

excessive number of board
appointments.
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Source — ERAFP

ERAFP’s asset management companies’ votes in favour of the dividend 45%
Average approval rate by the GM of dividend resolutions 98.8%
ERAFP’s asset management companies’ votes in favour of managers’ 21%
remuneration

Average approval rate by the GM of resolutions on managers’ remuneration 89.5%
Average approval rate by the GM of resolutions on the appointment 94.2%

or re-appointment of directors

ERAFP’s asset management companies’ votes in favour of the appointment 72%

or re-appointment of directors
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Lastly, ERAFP supported seven
independent resolutions, including
two proposing alternative divi-
dends, but which were not adopted
by the GM.

Summary of voting
results in 2014

40 FRENCH GENERAL MEETINGS (GM) MONITORED

O TRULY INVEST FOR THE LONG TERM

2014 2013 2012
. . || ]}

GM monitored in-depth by ERAFP 40 40 20
Resolutions (excluding shareholders’ resolutions) monitored 821 658 309
in-depth by ERAFP
Average approval rating by GM of resolutions proposed 93.6% 96.0% 94.0%
by the company’s management
1} Resolutions (excluding shareholders’ resolutions) 20% 13% 18%
é adopted with less than 90% in favour
= Resolutions (excluding shareholders’ resolutions) 51%  1.0% 4%
—  adopted with less than 70% in favour
[
= Shareholders’ resolutions (independent resolutions) 9 6 5
= proposed
Shareholders’ resolutions (independent resolutions) 0 0 0
adopted by the GM
ERAFP’s votes in favour of resolutions proposed 60.7% 62.0% 66.0%
by the company’s management
ERAFP’s votes in favour of resolutions proposed 77.8% 83.0% 80.0%

by shareholders (independent resolutions)

20 INTERNATIONAL GENERAL MEETINGS MONITORED

2014
]
GM monitored in-depth by ERAFP 20
Resolutions (excluding shareholders’ resolutions) monitored in-depth by ERAFP 279
Average approval rating by GM of resolutions proposed by the company’s 95.3%
. management
= Resolutions [excluding shareholders’ resolutions) adopted with less than 90%  12.2%
4 in favour
— | Resolutions (excluding shareholders’ resolutions) adopted with less than 70%  13.03%
E in favour
= Shareholders’ resolutions (independent resolutions) proposed 4
Shareholders’ resolutions (independent resolutions) adopted by the GM 0
ERAFP’s votes in favour of resolutions proposed by the company’s management 64%
ERAFP’s votes in favour of resolutions proposed 100%

by shareholders (independent resolutions)
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HE MULTI-ASS
PORTFOLIO

Amundi holds this mandate, which

+ analysis of the management pro-

PAGE 64

was first awarded in 2013, with the
aim of maximising performance
while complying with ERAFP’s SR
charterand optimising the risk-re-
turn ratio by implementing a diver-
sified, flexible and dynamic asset
allocation. The fund is managed
using a risk budget, based on a
fundamental approach, with no
benchmark constraint. The risk
budget for this portfolio has been
set at 25% for 2014.

At 31 December 2014, the mul-
ti-asset portfolio totalled €272
million at amortised cost, corres-
ponding to 1.6% of ERAFP’s total
assets. Unrealised capital gains
represented 10.2% of amortised
cost for a performance over the
year of 10.6%. In essence, the port-
folio benefited from its exposure
to equities, particularly in the
United States and Japan.

The quest for geographic diversi-
fication resulted in investments
outside the OECD, notably in emer-
ging economy equities and corpo-
rate bonds. Cash and cash equi-
valents were in reserve at the start
of the year but were gradually
reallocated to equities in the first
quarter of 2014.

SRI PROFILE

ERAFP has developed specific
application provisions regarding
its SRI approach to management
of the multi-asset “fund-of-funds”
portfolio. It decided that the SRI
eligibility of funds open to selection
by Amundi would be determined
based on:

3Small and medium-sized enterprises
3¢ A French category of mid-sized companies

cessimplemented: the only funds
eligible are those based on a
best-in-class SRI or adopting a
particular environmental (fight
against climate change, protec-
tion of water resources, etc.) or
social (healthcare, combating
poverty, etc.) approach; or

+ analysis of the fund’s SRI quality
based on the SRI rating of each
issuer represented in the fund.

In 2014, the portfolio was invested

in more than 20 funds covering

different asset classes and geo-
graphic regions, including:

+ three equity funds investing in
companies whose activities
focused on environmentalvalues
(water, renewable energies);

+ one equity fund investing in com-
panies that place training at the
heart of their human resources
management policies;

+ six equity funds with an SRI-based
management approach orwhose
composition attests to the SRI
quality of the investment lines;

+ three corporate bond funds with
an SRI-based management
approach or whose composition
attests to the SRI quality of the
investment lines;

+ one SRI convertible bond fund;

+two funds providing loans to
French SMEs3 and ETI®* mid-
sized companies (NOVO | and Il
funds launched by Caisse des
Dépots), with the aim of financing
the growth of the economy and
employment;

+ three private equity funds.
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BREAKDOWN OF EURO-ZONE EQUITIES BY SECTOR AND REGION AT 31 DECEMBER 2014 (at market value)
Source — ERAFP

Corporate

bonds 8%
Equities - SRI theme -

clean energy 4%

Equities - SRI theme - -
intelligent energy 2%

Equities - SRI theme :
- water 4% 3

Equities -
US 7%

Equities - Asia ex.
Japan 7%

Equities - Europe10%

BREAKDOWN BY REGION

France 4%

Equities -
Japan 18%

High-yield
bonds BREAKDOWN BY ASSET CLASS
9% Investment grade

bonds 9%

Investment grade
convertible bonds 2%

Securitisation fund
bonds 4%

Private equity 1%

Money market 1%

Equities - emerging economies 15%

Japan 20%
Emerging countries

Euro zone 18%

Asia ex. Japan 7%

Global 11%

United States 7%
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HE REAL-ESTA

ERAFP’s real-estate portfolio com-
prises five active diversified SRI
management mandates:

+ Three French real-estate man-
dates, two of which are managed
by AEW Europe SGP (including
ERAFP’s headquarters building)
and one by La Francaise REM,
activated in March;

+ Two European real-estate man-
dates, one managed by AXA Real
Estate Investment Managers SGP,
the other (activated in late 2014) by
LaSalle Investment Management.

E PORTFOLIO

At 31 December 2014, the real-es-
tate portfolio totalled €547 million
at amortised cost, corresponding
to 3.1% of ERAFP’s total assets.
The portfolio is now showing mar-
ginalunrealised capital gains cor-
responding to 0.1% of its amortised
cost, notably resulting from an
increase in value of certain inde-
pendently appraised assets.

The real-estate portfolio committed
to investing €30 million in the
Fonds de Logement Intermédiaire.

BREAKDOWN BY SECTOR AND GEOGRAPHIC REGION AT 31 DECEMBER 2014 (at amortised cost]

Source — ERAFP

BREAKDOWN BY REGION

BREAKDOWN BY SECTOR

Offices
71%

Retail 18%

Housing 8.5%

Tourism
2.5%




SRI PROFILE

ERAFP has developed a demanding
and innovative SRI process for
real-estate assets, adapting the
five values of its SRI Charter to the
asset class. It focuses not only on
the environmental impact of the
real estate, butalsointegrates the
challenges of social progress,
human rights, democratic labour
relations and good governance into
the management of the property.
In this respect, taking account of
these challenges throughout the
entire management chain is of
primordial importance.
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In summary, only real-estate
assets with a high SRI performance
or those with high potential for
improvement can be selected for

ERAFP’s portfolio.

Two characteristics of the initial

real-estate investments by AEW

Europe® since the mandate was

awarded in 2013 are:

+ The buildings acquired present
high potential in terms of SRI
improvements;

+ The SRI ratings of these assets
have already improved as a result
of measures implemented by the
asset management company
AEW Europe, its partners and

O TRULY INVEST FOR THE LONG TERM

This approach also aims to adapt
the best-in-class principle to the
specific nature of the real-estate
asset class by incorporating a dyna-
mic approach consistent with the
life of the assets. In practical terms,
this is reflected in a dual SRI per-
formance dimension to the real
estate concerned:

+ Arelative performance that com-
pares the extra-financial cha-
racteristics of these buildings
and their management (lease,
use, maintenance) with other
buildings of the same type (same
usage and type of construction,

sub-contractors, such as energy
efficiency measures and the
inclusion of social and environ-
mental clauses in leases and
service-provider agreements
(facilities managers, operators,
cleaning companies, etc.).

AVERAGE SRI RATING OF THE REAL-ESTATE PORTFOLIO MANAGED BY AEW

equivalent location];

+ Adynamic performance thataims
to raise each asset to best-in-
class status, using a potential
SRI rating estimate at the date
of acquisition.

*The SRI ratings of the other portfolios had not

Source — AEW Europe

80

60

40 34
|

20

Portfolio’s potential
rating

een finalised at the date of this report

Portfolio rating at
31 December 2014

Portfolio rating
on acquisition
of the assets
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The transition to a lower-carb

on economy presents

particularly attractive prospects for boosting growth

at a time when many industria
and particularly those in the e
from weak or unequal growth.

The COP 21 climate conference

lised countries,
uro zone, are suffering

will be held in Paris in

December 2015 and should contribute to the definition
of a framework for accelerating, in their own interests,

behavioural change by econom

to combating climate change is

backdrop.

As soon as it was created, ERA
pension provider, decided that
made within the framework of

ic agents. ERAFP’s approach
presented against this

FP, as a public sector
all its investments would be
ts own socially responsible
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SHAREHOLDER
ENGAGEMENT INITIATIVES:
A RESPONSIBLE APPROACH

Under its SRI Charter, “ERAFP is
determined to support, on a long-term
basis, those organisations in which

it has decided to invest, by exercising
its responsibilities as shareholder

or stakeholder in such a way as to
sustainably promote, within these
entities, practices that respect the
values it supports.” In other words,
ERAFP intends to be an active
shareholder and, to that end, maintain
a dialogue or engage with those
issuers whose securities it has
selected (or may select) for investment

investment charter. As a long-t
contribute to an energy transiti
and high-quality jobs. All asset
this approach: bonds, listed an

erm investor, ERAFP can

on that will provide secure
classes will be involved in
d unlisted equities of large

and small companies, real estate, infrastructure, etc.

Through its investment choices

and its actions to promote

awareness of climate issues among stakeholders (issuers

in accordance with its best-in-class
SRI approach. This engagement
includes all forms of dialogue between
an institutional investor and

a company/an issuer:

+ public communications;

+ targeted dialogue (via “individual”
correspondence or meetings with

in particular], ERAFP will parti
investors in combatting global

cipate with other committed
warming to ensure that

a 2°C temperature increase remains a credible objective.

management) whether carried out

as part of a collaborative initiative

or individually;
+ voting at shareholders’ meetings, etc.
Depending on the investment method
(direct or delegated to investment
companies), the engagement may
be performed directly by the investor
or delegated to a service provider.
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ERAFP SUPPOR
CLIMATE-IMPRO
INITIATIVES

THE PRESSING NEED
TO SET BINDING
MEDIUM- AND LONG-
TERM OBJECTIVES

As a member of the IIGCC, ERAFP
supports the objectives defined by
the group.

The IIGCC (Institutional

Investors Group on Climate

Change)

The lIGCC is an association of Euro-

pean institutional investors® that

seeks to:

+ promote a low-carbon economy,
notably by sharing experience

S
VEMENT

+ changing the 40% greenhouse
gas emission reductions target
for 2030, notably by setting a
more ambitious objective if inter-
national agreement is obtained;

+ reforming the European system
fortrading greenhouse gas emis-
sion quotas with a view to crea-
ting a stable and transparent
system that will provide clear
and relevant price signals and
facilitate low-carbon invest-
ments, including in renewable
energies;

+ the recognition of energy effi-
ciency in energy-climate policies
with objectives linked to a future

on investment practices;

+ support relevant international
public policies on that issue.
ERAFP believes that working to
promote a low-carbon economy
is consistent with its interests as
a long-term investor (i.e. with
long-term commitments) and

quota trading system.
In September 2014, at the UN Cli-
mate Summit organised by Secre-
tary-General Ban Ki-Moon, the
[IGCC, ERAFP and more than 350
other investors from around the
world signed the Global Investor
Statement on Climate Change®,.
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those of its beneficiaries.
Following the European elections
and changesinits executive bodies,
the IIGCC presented its expecta-
tions regarding energy and climate
policies to the new European Com-
mission® :
+implementation of ambitious
energy-climate targets for 2030
to ensure Europe retainsiits lea-
dership position given the staging
of COP 21 in Paris in 2015;

%The IIGCC currently comprises 101 investors with aggregate assets under management

of more than €10,000 billion

3 http://www.iigcc.org/files/publication-files/IIGCC_Commission_Handover_Notes_

July_2014.pdf

B http://www.iigcc.org/files/publication-files/GISCC13Jan2015.pdf

This statement called for govern-
ments to act on climate issues and,
in particular, to seta carbon price,
support energy efficiency and the
development of renewable energies
and study the impact of restrictive
financial regulations on invest-
ments in low-carbon emission
technologies.




The need for a clear and
relevant incentive framework
ERAFP believes that, over and
above a price signal, it is essential
for governments to boost their
support for energy efficiency mea-
sures and the development of
renewable energies whenever
necessary to facilitate their deploy-
ment. These incentives should form
part of along-term approach, inclu-
ding long-term investors, particu-
larly concerning infrastructure,
and avoid any retroactive effect on
existing investments.

At the same time, subsidy arran-
gements for fossil fuels should be

disclose the carbon footprint of
their portfolios. They owe this
transparency on what is essentially
arisk to those who have entrusted
the institution with a portion of
their savings or their future pen-
sion.

Governmentswould setan example
to other investors by taking the
first major step forward of requiring
public-sector institutional inves-
tors to disclose their carbon foot-
print.

A portfolio’s carbon footprint is a
useful measure but it cannot pro-
vide a definitive response to the
climate risk faced by investors, as

03 ERAFP, AN INVESTOR COMMITTED
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withdrawn.

CARBON FOOTPRINT
TRANSPARENCY

To be credible, investors must pro-
vide tangible proof of the impact
of their efforts to combat climate

the methodologies used currently
do not provide information on the
alignment of investments with
different climate scenarios. Accor-
dingly, ERAFP intends to continue
encouraging and supporting R&D
programmes, such as the 2°Inves-
ting Initiative, that aim to develop

change, primarily by publishing an
annual report on the carbon foot-
print of their investments.

ERAFP believes that institutional
investors - led by public sector
institutional investors - should

the tools required to assist funds
to invest in climate preservation
projects.
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CARBON FOOTPRINT

OF THE ERAFP P

ERAFP CARRIES OUT
THE SECOND CARBON

ORTFOLIO

In 2013, the results of the first car-
bon footprint audit of ERAFP’s

In 2014, the consolidated worldwide
portfolio was significantly less
carbon-intense than its benchmark
index, with revenue emissions 16%
lower in teqCO,/€million than the MSCI
World index. Most (76%] of this positive
performance was due to the selection
of companies with lower emissions

in each sector and particularly in the
utilities sector. Sector allocation also
played a positive role, albeit with a
lower impact: on average, the most
polluting sectors such as commodities
(e.g. mines and metals) have been
underweighted in the portfolio.

FOOTPRINT AUDIT
OF ITS LARGE LISTED
COMPANY EQUITY
PORTFOLIO

As a signatory to the Montreal
Declaration on carbon during the
annual Principles for Responsible
Investment conference in Sep-
tember 2014, ERAFP conducted a
further audit of the carbon footprint
of its equity investment portfolio
asat31December 2014. The port-
folio comprises severalinvestment
funds covering three major geo-
graphic regions: the euro zone,
North America (primarily the US)
and international. The associated
reportincludes the carbon footprint
results for the three regions and
ataconsolidated level for ERAFP’s
equity investment portfolio.

CARBON FOOTPRINT

OF THE EURO-ZONE EQUITIES
PORTFOLIO AND OF THE INDEX
AT 31 DECEMBER 2014

portfolio indicated thatits carbon

intensity was 19% lower than that

of the MSCI World index. There are

a number of explanations for the

slight decline seen in 2014:

+ The proportion of European equi-
ties in the consolidated equity
portfolio increased slightly in
2014.0n average, thisinvestment
universe has a slightly higher
carbon footprint than the global
universe (441 teqCO2/€million
of revenue for the MSCI EMU
against 404 for the MSCI World);

+ The North American equity man-
dates awarded in 2014 show a
somewhat lacklustre perfor-
mance, being just 3% less carbon
intensive than the MSCI US
benchmark index.

CARBON FOOTPRINT OF

THE NORTH AMERICAN EQUITIES
PORTFOLIO AND OF THE INDEX
AT 31 DECEMBER 2014
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CARBON FOOTPRINT OF THE
INTERNATIONAL EQUITIES PORTFOLIO
AND OF THE INDEX AT 31 DECEMBER 2014

CARBON FOOTPRINT OF THE
CONSOLIDATED PORTFOLIO AND
OF THE INDEX AT 31 DECEMBER 2014
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Carbon intensity of revenues
(TCO,e/€mn)
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International MSCI World

It should however be noted that
the role played by stock picking in
the consolidated portfolio’s out-
performance increased in 2014,
from 64% in 2013 to 76%. This
demonstrates the positive impact
of ERAFP’s best-in-class strategy,
as shown in the chart below. The
least carbon intensive companies
in each sector (quintiles 1 and 2)
represent the majority of ERAFP’s
investments, notably in the auto-
motive, chemicals and distribution

Carbon intensity of revenues
(TCO,e/€mn)

500

404.19
400 340.26 —

300
200
100

Consolidated MSCI World
worldwide

DISTRIBUTION IN QUINTILES OF THE CONSOLIDATED PORTFOLIO'S CARBON

INTENSITY

sectors.

The increased contribution from
stock picking relative to sector
allocation to reducing the ERAFP
portfolio’s carbon footprintis par-
ticularly marked in the European
equities portfolio. On this point,
the work performed by Amundi to
reduce the carbon footprint of one
of the funds in this asset class
probably had a positive impact (see
next page).

Amount invested, in €m

1500 1329.01
1279.81
1250
1000 930.02
782.83 —
750 —
555.83
500 —
250
0
Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5
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HE ASSET

DECARBONISATI

Following on from the publication
inearly 2014 of its equity portfolio’s
carbon footprint, ERAFP worked
with the French asset manager
Amundi on a methodology aimed
atreducing significantly the carbon
footprint of a €750 million portfo-
lio managed on ERAFP’s behalf
underanindex-managed mandate.
The carbon footprint audit perfor-
med in early 2014 showed that our
best-in-class approach, which
takes account of a wide gamut of
ESGissues, has reduced the carbon
intensity of ERAFP’s equity invest-
ments. ERAFP therefore decided
todeepenitsinvolvement by testing

ON TRIAL

sity (teqCO2/€million of revenue)
data: 5% of the most polluting
companies globally and 20% of the
most polluting companiesin each
sector are excluded from the port-
folio.

The decarbonised portfolio’s per-
formance is similar to that of the
initialindex but its carbon intensit

is some 40% lower.

IMPROVEMENTS TO
ENVIRONMENTAL-
IMPACT
MEASUREMENT TOOLS

on one of the equity funds a metho-
dology aimed at increasing the
selectivity of the “CO, emissions”
filterin addition to applying its other
ESG criteria.

This decarbonisation methodolog
in effect rounds out the best-in-
class approach of selecting only

In addition to monitoring this man-
date, ERAFP will continue its work
in measuring carbon and climate
risks, notably by supporting
research and development initia-
tives to assess the alignment of
investments with climate objec-
tives. In particular, ERAFP supports
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the best companiesin environmen-
tal, social and governance terms.
An additionalfilteris also applied,
based on companies’ carbon inten-

¥ http://2degrees-investing.org/fr/#!/

the 2° Investing Initiative® in res-
pect of the launch of a three-year
R&D programme to create a “cli-
mate performance” indicator.




ACTING ON ENVI

ISSUES WHILST

ISSUES

In 2014, ERAFP continued its
shareholder engagementinitiatives
launched in 2013 on a number of
environmental, social and gover-
nance themes, in collaboration
with various investor networks
including:
+ the United Nations’ Principles
for Responsible Investment; and
+ the Extractive Industries Trans-
parency Initiative.

MAINTAINING

THE SCHEME'S COMMITMENT
TO SOCIAL AND GOVERNANCE

Aswell as written exchanges, mee-
tings are organised by the initia-
tives” promoters with interested
issuers to explain the degree of
transparency expected and the best
practicesin the sector concerned,
and to discuss plans for future
action proposed by the issuers.

Other collaborative
engagement initiatives

ROFIFﬂEFITa I 03 ERAFP, AN TNVESTOR COMMITTED
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Principles for
Responsible
nvestment

SiPRI

Interim review

(at end-2014)

of the collaborative
engagement initiatives

Combating corruption:

> 31 companies targeted

At the same time, ERAFP has
signed up to three engagement
initiatives started and coordinated
by Mirova, Natixis Asset Manage-
ment’s responsible investment
subsidiary.

United Nations’ Principles

In 2014, ERAFP signed up to three
shareholder engagementinitiatives
promoted by Mirova. These initia-
tives are supported by several
French institutional investors and
cover topics of significant impor-
tance in terms of financial and
extra-financial risks:

> 28 replies received
>17 meetings organised

Working conditions in the
agricultural supply chain:

> 34 companies targeted

> 20 replies received

for Responsible Investment
ERAFP has been involved since
2013 in four collaborative engage-
ment initiatives coordinated and
managed by the PRI secretariat:
+ combating corruption;
+ hydraulic fracturing;
+human resources management;
+ working conditions in the supply
chain.
The aim of these initiatives is to
question issuers on their practices
and, where necessary, ask for
explanations of and improvements
to poor practices.

“*Natixis Asset Management, via its subsidiaries
equities mandate and a North American SRl co

+ hydrocarbon exploration in the
Arctic;

+ working conditions in the textile
sector supply chain;

+ working conditions in the IT sec-
tor supply chain.

Shareholder dialogue on these

topics with companies in which

ERAFP has an equity holding

started in 2014 with telephone calls

or meetings and will continue in

2015. A review of these initiatives

will be provided in nextyear’s public

report.

, currently manages a North American SRI

rporate bond mandate

> 20 meetings organised
Employee relations / HR:
> 27 companies targeted
>23 replies received
>16 meetings organised
Hydraulic fracturing:

> 37 companies targeted
> 23 replies received
>17 meetings organised
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ERAFP: AN INVESTOR
RECOGNISED BY ITS PEERS

ERAFP: winner of the 7" Responsible Investor award

for a “positive economy”

For the seventh year running,
Mirova, Natixis Asset Manage-
ment’s responsible investment
subsidiary, and Amadeis joined
forces, in collaboration with Les
Echos and the LH Forum, to offer
the Responsible Investor award.
This aims to recognise the institu-
tionalinvestors that, through their
actions, have recently played a
prominent role via their approach
to responsible investment.

In particular, the jury cited:

+the performance of a carbon
footprint audit of its equity port-
folio with the service provider
Trucost;

+ the launch of a decarbonisation
procedure, starting with a €750
million equity portfolio;

+ the update of its voting policy,
including the following specific
monitoring points: promotion of
the concept of a responsible divi-
dend, financial transparency, the

Chaired by Jacques Attali, the
chairman of PlaNet Finance, the
jury comprised individuals noted
for their work in socially res-
ponsible investment (SRI) or sus-
tainable development®*'. It gave
the 2014 Responsible Investor
award to the Etablissement de

gender balance of boards, trans-
parency principles, moderation
and the inclusion of ESG prin-
ciples in remuneration policies,
etc.;

+ theintensification of its sharehol-
der engagement practices,
notably via the PRl engagement
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Retraite Additionnelle de laFonc-
tion Publique (ERAFP).

“Composition of the 2014 Jury

platform (collaborative engage-
ment on corruption, working
conditions in the agricultural
supply chain, etc.);

+ the award of SRI management
mandates covering French small
companies and North American
large companies, two assets
classes with low visibility on SRI
management at present.

- Jacques Attali, chairman, chairman of PlaNet Finance and founder of A&A

(Attali & Associés), a strategic consulting firm

- Jean-Michel Severino, manager of Investisseurs et Partenaires Conseil, an investment
impact group dedicated to the development of companies in sub-Saharan Africa
- Philippe Chalmin, founder of Cercle Cyclope, professor of economics at Université

Paris-Dauphine

- Sébastien Duquet, chief executive of Responsability France
- Robin Edme, financial advisor to the ministry for Ecology, Sustainable Development
and Energy, former chairman of FIR and Eurosif
- Christian Huglo, lawyer and founder of Huglo Lepage & Associés Conseil, which specialises

in environmental law

- Hélene Valade, deputy director responsible for sustainable development and forward
planning at Lyonnaise des Eaux, chairman of C3D [the college of sustainable development

directors)
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CHANGES IN INT
CONTROL AND R
MANAGEMENT IT

In 2014, the organisation of risk

management and internal control

was marked by the following
highlights:

+ The Risk and Internal Control
Committee continued to meet on
aregularbasis. Committee mee-
tings, held once every three mon-
ths, are attended by the members
of the Management Committee,
the Internal Control and Opera-
tional Risk Manager, the Finan-
cial Risks Manager and, depen-
ding upon the agenda, managers
whose duties involve risk control
and the organisation of inspec-
tions and controls. The mission

ERNAL
ISK
N 2014

+ Building on projects to map ope-
rational risks and introduce stan-
dard procedures, a project was
launched to lay down a formal
control plan for the Scheme . The
first phase, carried out in 2014
with the help of a consulting firm
specialised in internal control
mechanisms, was to outline a
control plan for level 2 operatio-
nal risks. The purpose of this
project is to implement a com-
plete control plan (1st and 2nd
level] for the Scheme. Its struc-
ture will be optimised in order
to keep it open ended.

In 2014, the Scheme moreover:

APPENDIX

-> To know more about the work of
the audit committee, see page 13.

of this Committee is to examine
the effectiveness of the control
mechanisms for financial, tech-
nicaland operational risks, ope-
rational compliance and the
security of information systems
and new activities, and to review
the financial risks scoreboard;

+ Implemented an asset-liability
management tool for the needs
of the Technical and Financial
Management department;

+ Published risk opinions and
recommendations with regard
to the replacement or launch of
mandates and investment in new

+ Work to organise financial risk
management continued in 2014,
with the implementation of a
financial risk management and
performance measurement tool.
The Financial Risks department,
which runs this project, wrapped
up the market risk module with
the delivery of a scoreboard cove-
ring 95% of ERAFP’s asset port-
folio. The financial risks score-
board and the accompanying
reports now enable us to moni-
tor all market risk indicators for
these asset classes in ERAFP’s
asset portfolio;

+ The methodology used to set
credit risk limits was finalised
and deployed in an internally
developed calculation tool using
quant techniques;

asset classes by the Scheme.

The Audit Committee met four
times in 2014. The agenda of this
Committee routinely includes
issues connected with risk control
and internal control, and also
included a presentation of the
Scheme’sinternal controland risk
report.
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2013 FINANCIAL

BALANCE SHEET

ASSETS (€)

STATEMENTS

2013

DEPRECIATION
& IMPAIRMENT

(1,771,001.11)

Investments 15,129,562,797.11

Shares in real estate investment 66,387,249.60 (1,771,001.11)
companies

Bonds, negotiable debt instruments 10,897,293,676.82

and other fixed-income securities

Shares and units in UCITS 4,165,881,870.69 0.00

Active contributors and beneficiaries

83,529,433.39

(7,029,804.20)

Active contributors 50,696,040.69 (4,403,132.78)
and related accounts

Beneficiaries 32,833,392.70 (2,626,671.42)
Other receivables 45,138.84 0.00
Trade receivables, advances 2,505.68

and down-payments

Other receivables 42,633.16

(22,458.79)

Other assets 218,417,675.16
Intangible assets
Property, plant and equipment 35,938.08

218,381,737.08

(22,458.79)
Cash and cash equivalents

Accruals

GENERAL TOTAL 15,431,555,044.50 (8,823,264.10)

15,127,791,796.00
64,616,248.49

13,283,219,935.11
22,045,777.24

10,897,293,676.82 9,599,208,885.99

4,165,881,870.69
76,499,629.19
46,292,907.91

3,661,965,271.88
60,495,324.86
40,461,156.92

30,206,721.28 20,034,167.94

45,138.84 55,367.43
2,505.68 1,075.62
42,633.16 54,291.81
218,395,216.37 123,763,174.02
0.00 0.00

13,479.29 17,849.48
218,381,737.08 123,745,324.54

0.08

15,422,731,780.40 13,467,533,801.50
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APPENDIX

LIABILITIES (€)
2013 2012

Equity 0.00 0.00
Scheme reserves 14,415,873,006.25 12,660,974,901.75
Accruing rights 14,185,141,856.00 12,521,227,542.06
Rights being exercised 230,731,150.25 139,747,359.69
Non technical reserves 989,274,352.07 796,006,920.03
Reserves for use of surpluses 989,188,372.67 796,006,920.03
Reserves for time-savings accounts 85,979.40

Active contributors and beneficiaries 3,128,065.85 1,793,784.84
Active contributors 1,173,465.26 48,415.71
Beneficiaries and related accounts 1,954,600.59 1,745,369.13
Other liabilities 14,456,356.23 8,758,194.88
Trade and other payables 14,376,750.13 8,527,709.65
Staff and related accounts 35,261.85 127,856.27
Social security and other employment benefits 22,967.22 75,636.85
State - taxes and duties 0.00 0.00
Other creditors 21,377.03 26,992.11
Accruals 0.00 0.00
GENERAL TOTAL 15,422,731,780.40 13,467,533,801.50
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INCOME STATEMENT

(€)
2013 2012
____________________________________________________________________________________________________________________y _________________________|
Contributions 1,785,352,122.03 1,755,451,795.93
Changes in impairment on contributions 2,730,994.87 10,508,155.80
Late penalties 263,590.38 214,433.72
Other technical income 0.00 0.00
Investment income 387,386,313.45 378,899,135.45
Income from realisation of investments 57,802,527.53 74,906,144.38
Other investment income 22,482,069.18 22,393,090.11
Reversals of impairment on investments 45,775,296.80 540,766,753.95
Gross investment income 513,446,206.96 1,016,965,123.89
Expenses related to realisation of investments (12,375,771.59) (288,463,464.26)
Other investment expenses (36,165,807.48) (27,663,097.06)
Impairment charges on investments (212.55) (2,158,483.36)
Investment expenses (48,541,791.62) (318,285,044.68)
NET FINANCIAL INCOME 464,904,415.34 698,680,079.21
Benefits paid (274,802,050.98) (210,537,897.97)
Changes in impairment on benefits (2,626,671.42)
Other benefits (discounts of bonus factors) (226,915.13) (249,517.15)
Benefits (277,655,637.53) (210,787,415.12)
Changes in Scheme reserves (1,948,079,557.14) (2,229,048,672.62)
Technical expenses (2,225,735,194.67) (2,439,836,087.74)
SCHEME’S NET CURRENT INCOME 27,515,927.95 25,018,376.92
Non-technical income 35,914.64 35,914.64
Reversals of depreciation and impairment 0.00 0.00
Overall outsourcing of administrative management (15,771,271.77) (14,824,668.87)
Third-party investment management expenses (1,490,974.13) (1,173,262.31)
Personnel expenses (3,424,741.90) (2,937,080.82)
Other expenses (6,830,776.86) (6,099,733.36)
Provision and depreciation charges (17,166.63) (3,949.01)
Operating expenses (27,534,931.29) (25,038,694.37)
Non-recurring income 0.00 2,496.26
Non-recurring expense (16,911.30) (18,093.45)

Net non-recurring income (expense) (16,911.30) (15,597.19)

Income tax
NET INCOME
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INDEPENDENT AUDITORS’
REPORT ON THE ANNUAL
FINANCIAL STATEMENTS

ERAFP

Statutory anditors” report on
the annual financial statements
31 December 2013

ERAFP
Registered office: 12, rue Portalis, 75008 Paris

Statutory auditors’ report on the annual financial statements

Financial year ended 31 December 2013

To the Directors of the Board

Under the terms of our appointment by your Board of Directors, we herewith present our report
on the financial year ended 31 December 2013 on:

*  our audit of the annual financial statements of ERAFP, as appended to this report;
* the basis for our opinion;
* the specific verifications and information required by law.

The Board of Directors has approved the annual financial statements. It is our responsibility to
express an opinion on those financial statements based on our audit.

1. Opinion on the annual financial statements

We carried out our audit in accordance with generally accepted auditing standards in France.
Those standards require that we plan and perform the audit to obtain reasonable assurance as
to whether the financial statements are free of material misstatement. An audit includes exa-
mining, using sampling techniques or based on other selection methods, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used, any significant estimates made and the overall presentation of the
financial statements. We believe that our audit provides an adequate and appropriate basis for
our opinion.

In our opinion, based on French accounting rules and principles, the financial statements give
a true and fair view of the results of operations for the past financial year and the Scheme’s
financial position and assets and liabilities at the end of that financial year.

Without qualifying the above opinion, we wish to draw your attention to note 3.3.1 in the Notes
to the financial statements entitled «Accounting chang which indicates:

* A change in the accounting method used for paid holiday entitlements and time savings ac-
counts (comptes epargne-temps - CET) introduced by Advisory Memorandum no. 2012-01
of 17 February 2012 of the Conseil de Normalisation des Comptes publics (CNoCP, pu-
blic accounts standardisation committee).
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Adjustment of the floor value of the management cost rate, one of the components of the
discount rate used to calculate policy reserves pursuant to the government order of 14 May
2014.

2. Basis for our opinion

Pursuant to Article L. 823-9 of the French Commercial Code with regard to the basis for our
opinion, we wish to draw your attention to the following items:

Certain technical liability accounts of your Scheme, particularly reserves and provisions,
are estimated on the basis of statistics and actuarial figures in accordance with the appli-
cable regulations, as explained in Note 3.3.3 «Benefits and provisions under the regimes»
in the Notes to the Financial Statements.

We have reviewed the valuation assumptions and methods used in preparing these fi-
nancial statements and, based upon the available information, have conducted tests to
check the application of said methods and the consistency of these assumptions within
the framework of the Scheme’s experience and economic and regulatory environment. We
have further examined the appropriateness of the information provided in the Notes to the
Financial Statements.

The financial assets are recognised and valued according to the method set out in Note
3.3.4 «Investments» in the Notes to the Financial Statements. We have reviewed the valua-
tion methods used for these assets and, based upon currently available information, have
carried out tests to check their application.

Our review has enabled us to determine that the methods used are adequate and correctly
applied and that the information in the Notes to the Financial Statements is relevant and
appropriate.

This review is part of our audit of the overall annual financial statements and has therefore
helped form our audit opinion, as stated in the first part of this report.
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3. Specific verifications and information

In accordance with the professional standards applicable in France, we have also carried out
the specific verifications provided for by law.

We have no comment to make on the accuracy or consistency with the annual financial state-
ments of the information given in the Board of Directors” management report.

Paris La Defense, 27 June 2014

Tuillet Audit

[l

rigitte VairaBettencourt Nicolas Robe
Pariner Pariner
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GLOSSARY

B

Benchmark index

An index that is representative of
the market(s) in which the fund is
invested.

Best-in-class

Approach used in socially res-
ponsible investing that consists of
selecting those issuers considered
to be the most responsible within
agroup of comparable issuers. For
equities, this approach means not
excluding any single business sec-
tor peremptorily, but favouring the
companies in each business sector
that have made the most progress

CSR

The concept of Corporate Social
Responsibility corresponds to the
implementation of sustainable
development practices at the com-
pany level. A socially responsible
company integrates social, envi-
ronmental and economic impacts
inits decision-making mechanisms
and strives to minimise these
impacts.

D

Defined contribution
schemes
Schemes in which only the level of

as regards environmental, social
and governance criteria.

Bond

A bond is a security evidencing a
debt, issued by a State or by acom-
pany, and corresponding to a long-

the contributions is set.

Discounting
Method for calculating the present
value of a future amount based on
aninterest rate (here known as the
discount rate).
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term loan. The bondholder receives
income, also known as the coupon.

C

Capitalisation rate

Interest rate that enables an
amount invested at this rate to
reachahigheramountoveragiven
time period.

Dormant

Apersonwho has taken retirement
under the main pension scheme
butwho has not yet liquidated his
her additional pension rights.

E

Engagement

This term describes the dialogue
between aninstitutional sharehol-
der (pension fund, investment
management company, etc.) and
anissuer, typically a company, for]
the purpose of having the issuer
better take into account environ-
mental, social and governance risk
factors.




ESG

GIP union retraite

Acronym referring to environmen-
tal, social and governance issues.

F

FCP (collective investment
fund)

A French FCP is a mutual fund
managed by a management com-
pany on behalf of unit-holders; the
FCP is not a legal entity.

Funded scheme

A funded retirement scheme
invests the paid-in contributions
in financial assets, which are liqui-

French public interest group that
includes 38 compulsory retirement
schemes (CNAV, MSA, AGIRC,
CNRACL, Ircantec, etc.) set up to
create the individual information
for beneficiaries on rights vested
in all schemes in which they par-
ticipate. GIP provides an online
universal pension simulator
(m@rel) that covers 95% of the
population.

Greenhouse gases

Gases that are a source of global
warming.

APPENDIX

dated at the time of retirement to
pay the accrued rights either as
an annuity or in a lump sum. The
payment depends on both the
amount saved and changes in the
value of the assets (typically equi-
ties and bonds) in which the funds

Individual Statement of
Position (French acronym:
RIS)

Document sent to active contribu-
tors. The statements relating to

were invested.

G

General Indicative
Estimates for Pensions
(French acronym: EIG)
Document sent to active contribu-
tors aged 55 and subsequently
every five years. The EIG provides
an estimate of the amount of their
pension at the legal retirementage
and at the full rate, relying on
income projections prepared by
the Pension Steering Committee
(French acronym: COR).

RAFP are sent along with those of
the main pension scheme. The RIS
includes information on the bene-
ficiary's entire career, coverage
periods and vested points. It can
be prepared at the beneficiary’s
request.

Intergenerational equity

This concept aims to ensure an
equivalent standard of living
amongstindividuals at a given point
intime and relative to other gene-
rations at the same ages.
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L

Life expectancy tables

P

Point

The TGF05 and TGHOS tables are
forward-looking generational life
expectancy tables. For each birth
year, a life expectancy table is
constructed, which allows increa-
sing life expectancy to be taken
into account. All the tables have
been drawn up based on an ana-
lysis of annuity holders’ life expec-
tancy performed by their respective
insurance companies using data
from INSEE. Two sets of tables
have been drawn up: one forwomen
(TGF05) and one for men (TGHO5).
The life expectancy tables applied

Unit for calculating the pension in
certain schemes.

The contributions make it possible
to acquire (vest) points. The amount
of the pensionis equal to the points
acquired during thebeneficiary’s
professional life, multiplied by the
value of a point at the time of reti-
rement. Most additional pension
schemes are based on points sys-
tems. Basic pension schemes tend
to use the ‘quarter’ system.

Premium
Premium applied to the amount of

up to the end of 2006 had been
drawn up in 1993. They were also
forward-looking but had been
constructed based solely on the
life expectancy of French women.
The change of tables was required
by the increase in life expectancy,

the future pension of a beneficiary,
who has reached the legal retire-
ment age but chooses to continue
working, even though he or she
has satisfied the coverage period
needed to receive a full pension.
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which has onthe whole been stron-
ger than anticipated in 1993.

Liguidation

Set of procedures aimed at calcu-
lating and paying out benefits to a
beneficiary.

M

Marketable security

Security traded on the financial
markets and evidencing a nego-
tiable, associated claim or right
(equities, bonds, etc.).

PRI

Principles for Responsible Invest-
ment, a charter drafted under the
auspices of the United Nations and
to which ERAFP adheres.

R

Return
Ratio of the pension amounts
received over the course of retire-
ment to the contribution amounts
paid in during the beneficiary’s
active working life.

Technical return: Ratio of the ser-
vice value of a point to the purchase
value of a point.




Reversion

Attribution to a deceased benefi-
ciary’s spouse (prior to or after the
beneficiary’s retirement) of a por-
tion of the pension. The reversio-
nary pension is based on there-
sources of the surviving spouse in
the French general scheme for
employees (régime général des
salariés) and ancillary schemes.

S

Share

Negotiable security that gives its
owner fractional ownership of a
company and certain rights: to

T

Tracking error

Tracking error represents the vola-
tility of performance variances
between the fund and its bench-
mark index.

APPENDIX

oversee and control management,
to receive a share of the distributed
profit (dividend).

SRI
Socially Responsible Investing is
an approach aimed at integrating

environmental, socialand/or gover-
nance criteria in investment deci-
sions and portfolio management.

Sustainable development
The Brundtland Report, published
in 1987 by the UN World Commis-
sion on the Environmentand Deve-
lopment, defined sustainable deve-
lopment as “development that
meets the needs of the present
without compromising the ability
of future generations to meet their
own needs.”
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