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Background

The Pension Fund’s Statement of Accounts (SOA) form part of the Council’s
Statement of Accounts. These are audited by the Council’s external auditor, KPMG.
The auditor confirms whether, in their opinion, the SOA reflect a true and fair view of
the financial position of the authority (and the Fund within it) for the financial year 1st
April to 31st March and that the SOA is free from material mis-statement.

The accounts are based on transactions accounted for within the Fund’s financial
ledger, information received from Investment Managers and the Fund’s Custodian,
Northern Trust, and assumptions and estimations utilising the professional judgement
of officers and Fund professional advisers in order to give a true and fair statement of
the Fund’s financial position.

The Chartered Institute of Public Finance and Accountancy (CIPFA) has issued the
Code of Practice on Local Authority Accounting in the United Kingdom 2024-25 (the
Code), which governs the preparation of the financial statements for Local
Government Pension Scheme funds. A CIPFA template is used each year to ensure
that the reporting meets the requirements of the Code and is compliant with
International Financial Reporting Standards (IFRS).

The publication of the Accounts is an essential feature of public accountability and
stewardship as it provides information on how the Fund has used the members’
funds for which it is responsible.

Executive summary

The report covers the key highlights from the Statement of Accounts. The Fund’s
assets have risen to £4,889.8m, following positive performance during the year with a
net increase of £131.8m. Contributions have decreased since last year due to the
prepayments of the secondary contributions paid during 2023/24 in relation to the
period of 2023/24 — 2025/26 and the exit credits paid to the several exiting employers
during 24/25. Benefits, Management Expenses and investment income have
increased since last year.

The dates of the key milestones for the 2024-25 year end including audit testing and
issuing of the audit results report ISA260 will be confirmed by the external audit plan
report.

Highlights

The Fund Account and the Net Asset Statement provide a summary of the financial
activity with the notes to the accounts providing further information.

The net increase for the year was £131.8m, with the Fund’s net assets rising to
£4,889.8m reflecting positive performance during the year.

Contribution receipts have decreased from £166.5m to £160.8m. The decrease in
contributions payments reflects the following two elements;

e Two employers paid prepayment of their secondary contributions during
2023/24 in relation to the period 2023/24 — 2025/26.

e Exit credits totalling £5m were paid to the exiting employers following their
cessation valuation and the Fund’s determination process.
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Contributions receipts are broken down in Note 7.

Benefit payments have increased from £138.7m to £155.3m. The increase in pension
payments reflects the growth in the number of pensioners during the year and CPI
uplifts to benefits in payment.

Management expenses are broken down in Note 11. The administration expenses
have increased from £3m to £3.2m due to the increase in the staffing costs.
Oversight and Governance costs have increased from £1.1m to £1.5m mainly due to
additional investment consultancy work for the implementation of the strategic asset
allocation and the pre-valuation actuarial work. Investment Management expenses
increased from £21.3m to £27.1m, which are primarily driven by transaction costs
due to changes in our asset holdings to align with the Investment Strategy.

The Fund returned 2.4% net of fees on investments during the year, resulting in a net
market gain of £158.4m.

Investment income has increased from £62.2m in to £84.2m as a result of changes in
our assets holdings in line with the Investment Strategy. These changes aimed to
increase allocations to fixed income and alternatives providing greater exposure to
inflation linked, cash generative investment.

Relevant Pension Fund objectives

o To ensure the long-term solvency of the Fund, so that sufficient funds are
available to meet benefit payments as they fall due.

° To ensure an appropriate cash management strategy is in place and cash flows
are timely and of the correct amount.

° To prudently set employer contributions that are as stable as possible whilst
recognising the characteristics, circumstances and affordability constraints of
each employer.

o To manage employer liabilities effectively, taking account of employer covenant,
putting in place mitigations of adequate strength to protect the Fund.

° To ensure an appropriate cash management strategy is in place.

o To ensure benefit payments and other cashflows are timely and of the correct
amount.

o To maximise investment returns over the long term within agreed risk tolerances.

o To invest sustainably to achieve better long-term outcomes for the Fund and its
stakeholders.

Implications (including financial implications)

Resources and financial

5.1.1 There are no resources or financial implications arising from the proposals.
Legal

5.2.1 No material issues have been identified which may give rise to legal liability
and/or risk from an administering authority perspective..

5.2.2 Squire Patton Boggs have reviewed the paper for legal implications.



5.3 Risk management

5.3.1 The mitigated risks associated with this report has been captured in the Fund’s
risk register as detailed below —

Risk | Risk Residual
No. risk rating

3a Those charged with governance are unable to fulfil their | Amber
responsibilities effectively

3b Contributions to the Fund are not received on the correct | Amber
date and/or for the correct amount

4b Fund assets are not sufficient to meet obligations and Amber
liabilities.

2a Information may not be provided to stakeholders as Green
required

8a Failure to administer the scheme in line with regulations Green
and guidance.

11a | Incorrect production of accounts, notices, publications Green
and management reports leading to possible financial
and reputational damage.

4c Custody arrangements may not be sufficient to safeguard | Green
Pension Fund assets.

5¢c Pension Fund investments may not be accurately valued. | Green

6¢c Investment decisions and portfolio management may not | Green
achieve the return required or be performed in
accordance with instructions provided.

5.3.2 The Fund’s full risk register can be found on the Fund’s website at the following
link:

https://pensions.cambridgeshire.gov.uk/information/about-us/key-documents-
cambridgeshire/governance-policies/#main

5.4 Consultation

5.4.1 The Pension Fund Accounts are produced utilising information and advice
provided by Investment Managers, the Fund’s Custodian, Northern Trust, and
the Fund’s Actuary, Hymans Robertson.

Background papers
6.1 None

7. Appendices
7.1 Appendix 1 — Cambridgeshire Pension Fund Statement of Accounts 2024-25
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