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|
on the Financial Statements of the Pension Fund of the Europea
Organization for Nuclear Research (CERN-PF) for the year ended 31

OPINION

The Portuguese Court of Auditors has audited the financial statements of the Pension Fund of
the European Organization for Nuclear Research (CERN-PF) for the year ended 31 December
2025. These financial statements comprise the statement of financial position, statement of
the financial performance, cash flow statement, statement of changes in net assets available
for benefits as well as the notes to the financial statements.

In our opinion, the financial statements present a true and fair view, in all material aspects of
the Pension Fund of the European Organization for Nuclear Research as of 31 December 2025
of its financial performance and of its cash flows for the year ended, in accordance with
International Public Sector Accounting Standards (IPSAS) and International Accounting
Standard 26.

BASIS FOR OPINION

As the External Auditor (EA), we conducted the audit in accordance with the International
Standards of Supreme Audit Institutions (ISSAls) issued by the International Organization of
Supreme Audit Institutions (INTOSAI), and the International Standards on Auditing (ISAs).

These standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the accounts of the CERN-PF are free from
material misstatement and the transactions underlying them are legal and regular.

All the rules, instructions, procedures, documentation and other evidence, as well as the
information and explanations required have been provided timely and adequately.

MANAGEMENT 'S RESPONSIBILITY

The CERN-PF Management is responsible for the preparation and fair presentation of the
financial statements in accordance with IPSAS and for such internal control as it determines
to be necessary to allow the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
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In preparing the financial statements, the Management is responsible for assessing the ability
of CERN-PF to continue as a going concern, disclosing, as applicable, matters related to the
going concern and using the going-concern basis of accounting unless the Management
intends either to liquidate CERN-PF or to cease operations, or has no realistic alternative but
to do so.

Those charged with governance are responsible for overseeing the financial reporting process
of the Organization.

AUDITOR 'S RESPONSIBILITY

We operated independently and performed such audit as deemed necessary to meet financial
audit obligations regarding the Finance Committee and the Council.

Our objectives are to obtain reasonable assurance as to whether the Pension Fund (PF)
financial statements as a whole are free from material misstatements, whether due to fraud or
due to error, and to issue an audit report that includes our opinion. Reasonable assurance
means a high level of assurance, but it is not a guarantee that an audit conducted in accordance
with the International Standards of Supreme Audit Institutions (ISSAls) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or considered together, they could reasonably be expected
to influence the economic decisions of users taken based on these financial statements.

As part of an audit in accordance with the ISSAls, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

- Identify and assess the risks of material misstatement in the financial statements,
whether due to fraud or error, design and perform audit procedures that are
responsive to those risks and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve collusion, forgery, intentional omission,
misrepresentation or the overriding of internal control;

— Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the internal control of CERN-PF;

- Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the Management;

- Draw conclusions as to the appropriateness of the Management’s use of the going-
concern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists in relation to events or conditions that may cast
significant doubt on the ability of CERN-PF to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our audit report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our audit report. However, future
events or conditions may cause CERN-PF to cease operations as a going concern;

- Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves a fair
presentation.
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The audit involved performing procedures to obtain sufficient and appropriate evidence about
the amounts and disclosures in the financial statements to provide a basis for our opinion.
The procedures selected relied on the Auditor’s judgment, including the assessments of the
risks of material misstatements of the Financial Statements, whether due to fraud or error. In
making those risks assessments, the Auditor considered the internal control system relevant
to the entity’s preparation of the financial statements in order to design audit procedures that
are appropriate in the circumstances.

We believe that the audit evidence is sufficient and appropriate to provide a basis for our
opinion.

Key AupIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the current period. We do not provide a separate opinion on these
matters.

Due to its relevance, the EA has further deepened the understanding of the organization’s
overall internal control system, existing internal controls and assessed their effectiveness.

As part of our audit work, we have reassessed the overall internal control environment,
reviewed internal audit reports, conducted follow-up interviews with key personnel, and
performed additional procedures on benefits payments, financial asset valuation, and cash
and cash equivalents.

At this stage, we have no new observations or recommendations in this area.

» Contributions and benefits payable

In 2025, the net membership activities cost was negative 55.0 MCHF, resulting from 267.6
MCHF in contributions received and 322.7 MCHF in benefits paid.

On this domain, the audit team has carried out a reassessment of the Benefits Service policies
and procedures, segregation of duties, payroll process and controls, tested internal controls,
and interviewed key personnel in the Benefits Service.

In this domain, the EA has no observations or recommendations.

" |nvestment management T—SJ

Investment management fees accounted for 85.9% (86.9 MCHF) of CERN-PF investment
expenses and has decreased by 2.7% compared with the 2024 financial year. Over the last five

years, this expenditure has increased substantially, from 45MCHF in 2021 to 86.9 MCHF in
2025.

Per its Statement of Investment Principles, the Fund seeks to minimise management and
administration fees, taking into account the importance of adequate incentive structures for

the Fund's performance, as to strike an optimum balance between the Fund's and the
managers interests.

¥
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Despite the fact that management fees are charged across several instruments, it was noted
that hedge funds account for the majority of the management fees.

However, this observation cannot be considered in isolation from other factors that influence
the investment decision-making for certain asset classes, to align with the approved Strategic
Asset Allocation of the Fund.

As such, the EA notes that while fees are currently considered in the investment decision-
making, the decision is generally based on the expected net returns (after fees). There are no
additional observations or recommendations, at this level.

OTHER INFORMATION

CERN Pension Fund Management is responsible for the other information included in the
Pension Fund Annual Report, which comprises the Pension Fund Governing Board Report and
an Extract of the Actuary’s Report on the Fund as of 31 December 2025, as well as the financial
statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon. However, in connection with our audit of
the financial statements, our responsibility is to read the other information and, in doing so,
to consider if the other information is materially inconsistent with the financial statements or
if our knowledge obtained in the audit or otherwise appears to be materially misstated.
Whenever based on the work we have performed we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Based on the procedures we performed, nothing has come to our attention as part of our audit
of the financial statements that cause us to believe that the CERN Pension Fund's transactions
have not been made, in all significant respects, in accordance with the relevant Pension Fund
regulations.

COMMUNICATION TO MANAGEMENT

We communicated with managers charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identified during our audit.

LONG FORM REPORT

We issued a long-form report on the audit of the CERN-PF Annual Accounts for the year 2025,
where a more detailed presentation of the audit issues can be found.

We conclude that there are no material issues to draw the attention of the Council.
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Filipa Urbano Calvao
President of the Portuguese Court of Auditors

Korlaza

Maria da Luz Carmezim
Member of the Portuguese Court of Auditors.

Audit team:

— Mr. Nuno Miguel Martins Lopes (Auditor-Chief).
— Mr. Joel Gustavo Silva Ribeiro (Auditor-Chief).
— Mrs. Carla Linder Martins (Auditor-Chief).

— Mrs. Marisa Vieira (Auditor).

— Mr. Jodo Carlos Cardoso (IT Manager).

— Mr. Jodo Paulo Amado (IT Manager).
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1. MANDATE

The Portuguese Court of Auditors — Tribunal de Contas — was appointed by the CERN
Council, on September 30, 2022', as the CERN Pension Fund (CERN-PF) External Auditors
as from the 1 January 2023, for an initial period of three years, which was extended? for an
additional period of two years until 31 December 2027.

According to Article | 5.02 of the CERN-PF Rules and Regulations, the External Auditors
primarily task is to certify the financial statements but can also carry out any audit they
consider necessary in that framework, or any audit expressly requested by the Council or
the Finance Committee.

2. AuDIT METHODOLOGY

The audit was carried out in accordance with the International Standards of Supreme Audit
Institutions (ISSAI) issued by the International Organisation of Supreme Audit Institutions
(INTOSAI), The International Standards on Auditing (ISAs), the Financial Rules and
Regulations of the CERN-PF, International Public Sector Accounting Standards (IPSAS) and
International Accounting Standard 26.

The examination included:

= Understanding the environment and the entity, namely its transaction streams,
systems of internal control and risk management processes
» Review of the PF legal and regulatory framework - Including

revisions/amendments

key

any

= The internal control audit will be made within the analysis of sampled selected

transactions
= Examination of the relevant documents
* Interviews and inquiries with the CERN PF staff as deemed necessary
= Account balance confirmations
» Verification and analysis of pre-selected audit files

= A general review on the available internal and external audit reports

= |dentify and evaluate possible risks of fraud, error or non-compliance that can have a

material effect on the PF financial statements
= Analysis of estimations applied to the actuarial valuation?
= Monitoring of the fund ratio level evolution and liabilities

= Analysis of the investment portfolio performance.

1in its 209th Session.
2 CERN/3922/C.

3 The actuarial valuation depends on a range of financial and demographic estimations about the future. The subjectivity around

these estimates gives rise to a risk of material misstatement in the financial statements.

i
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At the beginning of the audit work, CERN-PF management was informed of the Audit Plan and
of the included key areas that would be reviewed:

A. Internal control system.
B. Contributions and benefits payable.
C. Investment management fees.
The team analysed a representative sample of data records and transactions. The analysis

included checking whether data records were correct and whether transactions followed the
CERN-PF rules and regulations, including the basis for payment and the necessary approvals.

The Audit Report, inclusive of any findings and other relevant observations, was sent to the
Pension Fund Chief Executive Officer for comments.

3. STATEMENT OF FINANCIAL POSITION

A comprehensive presentation of assets and liabilities in a balance sheet enables the reader to
better understand the financial position of an organization. The preparation of a statement of
financial position is also required under CERN-PF accounting framework. We examined this
statement and the presentation of the major underlying accounts thoroughly.

Table 1 — Statement of Financial Position as at 31*' December (2025-2024)

2025 2024 A%
Financial assets
Cash and Cash Equivalents 854,979 697,985 22:5
Short-Term Deposits 40,000 40,000 -
Settlements Receivable 1,726 15,490 -88.9
Sundry Debtors 4,913 6,226 211
Other Receivables 7,831 14,921 -47.5
Derivatives 51,705 25,960 72.6
Bonds 157,975 165,150 4.3
Equities 51,853 132,793 -61.0
Investment Funds 3,003,699 2,916,001 3.0

Non-financial assets
Investment Property 764,338 751,726 1.7
Total Assets 4,939,019 4,770,252 3.5

Liabilities
Settlements Payable - 2,533 -100.0
Sundry Creditors 17,130 14,815 15.6
Other Payables 4,590 3,747 22.5
Derivatives 46,282 129,322 -64.2
Total Liabilities 68,002 150,417 -54.8
Net assets available for benefits 4,871,017 4,619,835 5.4
Actuarial present value of benefit obligations
Benefit Obligation in respect of members 5,181,151 6,103,477 -15.1
Benefit Obligation in respect of beneficiaries 4,896,301 5,225,308 -6.3
Total Actuarial present value of benefit obligations 10,077,452 11,328,785 -11.0
Fundi

ng ratio 48,3 % 40,8 %

Cairea: CED rial Stataments 3035
source: Cerl ancial >tatements £ o]

The Statement of Financial Position as at 31 December 2025, and compared to 2024, reflects
an improvement of the Pension Fund financial position, through both an increase in assets of
168.8MCHF (3.5%) and a decrease in the actuarial present value of benefit obligations by
1,25TMCHF (-11.0%).

Regarding the assets, the main variation relates to the increase in “cash and cash equivalents”
(+157.0 MCHF | +22.5%). “Investment funds” and “equities” also had relevant variations, plus

25
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87.7 MCHF (+3.0%) and minus 80.9 MCHF (-61%), which relate partially to a reallocation to
passive instruments. As for “investment property”, it registered a slight increase of 1.7%.

As for “Actuarial present value of benefit obligations”, it had a significant decrease of 1,251.3
MCHF (-11.0%). This relates mostly to gains due to financial assumptions changes, as shown
in the table, which shows changes in benefit obligations.

Table 2 — Changes in Benefit Obligations 2025

Net current service cost 304,134
Interest cost on defined benefit obligation 88,223
Employee contributions (including buy-backs) 76,408
Net benefits paid (322,680)
(Gains)/loss due to experience 9,017
(Gains)/loss due to financial assumption changes (1,406,435)

Changes to the financial assumptions concern the update of both the long-term inflation rate
assumption (from 1.25% to 1.00%) and the discount rate (from 0.79% to 1.23%) which had
an impact of 505.0 MCHF and 901.5 MCHF, respectively.

4.
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4. STATEMENT OF FINANCIAL PERFORMANCE

Thorough disclosure of income and expenses in a financial performance statement allows
readers to assess the financial performance and operational efficiency of an organization. The
following table presents the financial performance as of 2025 in comparison to 2024.

Table 3 — Statement of Financial Performance as at 31* December (2025-2024)

(KCHF)

Investment Income 2025 AR 4%
Financial Assets
Dividend Income 67,721 39,499 7.4
Interest Income 16,282 34,104 -52.3
Unrealised Gains/(Losses) at Fair Value 139,261 404,402 -65.6
Realised Gains/(Losses) at Fair Value 17,607 48211 -63.5
Non-Financial Assets
Investment Property Income and Gains/(Losses) 30,215 64,618 -53.2
Foreign Exchange Gains/(Losses) 144,202 (262,916) -154.8
Total Investment Income 415,288 327918 26.6
Investment Expenses
Financial Assets
Investment Management Fees 86,927 89,309 -2.7
Custody Fees and Administration of Securities 409 432 -5.3
Transaction Costs 231 524 -55.9
Taxation 516 242 113.2
Non-Financial Assets
Investment Property Expenditure 10,174 10,658 -4.5
Investment Related Expenditure 2,938 2,463 19.3
Total Investment Expenses 101,195 103,628 2.3
Net Investment Income/(Loss) 314,093 224,290 40.0
Other Expenses
Bank Charges 16 20 -20.0
Other Financial Expenses 1,372 1,188 15.5
Administration Costs 6,491 6,683 -2.9
Total Other Expenses 7,879 7,891 -0.2
Change in Net Assets before Membership Activities 306,214 216,399 41.5
Membership Activities
Contributions
Member Contributions 74,650 71,746 4.0
Employer Contributions 129,203 125,073 33
Employer Special Contributions 61,400 61,400 -
Purchase of additional years of membership 1,457 2,674 45,5
Indemnities received from third parties 300 - -
Compensations Ly 302 11.6
Procurement of entitlement to pension for surviving spouse paid by members 301 322 -6.5
Total Contributions 267,648 261,517 2.3
Benefits and Payments
Retirement pensions 239,837 240,200 0.2
Disability pensions 2,263 2,097 7.9
Surviving spouse pensions 49,334 48,588 1.5
Orphans pensions 1,602 1,440 1.3
Family allowances 11,980 1217 -1.6
Ex gratia payments granted 67 66 1.5
Transfer values paid to members 14,152 12,518 13.1
Transfer values paid to other schemes 2,168 2,057 5.4
Amounts pending selection from members 1,205 (778) 2549
Contributions paid to other schemes 72 83 -13.3
Total Benefits and Payments 322,680 318,442 1.3
Net Membership Activities Cost (55,032) (56,925) -3.3
Net Increase/(Decrease) in Net Assets During Year g 251,182 159,474 57.5

Source: CERN-PF Financial Statements 2025

In 2025, investment activities maintained the positive performance registered in 2024,
resulting in an increase of net investment income of 89.8 MCHF (+40.0%). This was driven
mostly by an increase on the income side (+87.4 MCHF | +26.6%), with a slight decrease on

the expenditure (-2.4 MCHF | 2.3%).
- ﬂ
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Regarding the results of “foreign exchange gains/(losses)”, they predominantly relate to trades
executed as part of the Forex Forward Overlay which is used to reduce exposure to currency
risk on assets denominated in foreign currencies. The Fund employs three-month rolling
forward foreign exchange contracts to hedge against currency exposure for both existing and
anticipated investments in foreign currencies.

The Fund’s most significant foreign currency exposure is to the USD, which accounts for 56.9%
of its foreign currency denominated assets, excluding forward foreign exchange contracts used
for hedging against foreign exchange rate exposure.

As shown below, in 2025 the USD depreciated <ignificantly over the financial year. As a result,
the Fund’s assets held in USD depreciated due to these foreign exchange currency movements,
with offsetting gains on the foreign exchange hedges executed as part of the currency overlay
programme. These gains are included in the line “foreign exchange gains/(losses)” on the
Statement of Financial Performance, which totalled 200.8 MCHF for all currencies in 2025.

Figure 1 - USD / CHF evolution during 2025

USD / CHF 2025
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Investment management fees

Investment management fees accounted for 85.9% (86.9 MCHF) of CERN-PF investment
expenses and has decreased by 2.7% compared with the 2024 financial year. Over the last five
years, this expenditure has increased substantially, from 45MCHF in 2021 to 86.9 MCHF in
2025.

The Pension Fund’s Statement of Investment Principles states, on regards of fees: “The Fund
strives to minimise investment management and administration fees, taking account of the
importance of adequate incentive structures for the performance of the Fund. These incentive
structures are designed in such a way as to strike the optimum balance between the Fund'’s
interests and those of the managers concerned.”
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Investment management fees relate to fees paid to external asset managers and include
management fees and performance fees. Performance fees are directly correlated with the
performance achieved by the external asset managers, meaning that stronger performances
generate higher fees.

Although fees were paid across several instruments (exchange traded funds (ETF) / private
equity / private debts / hedge funds), the majority related to the management of hedge funds.

The Fund’s asset allocation across the different asset classes is reviewed annually in the
Strategic Asset Allocation (SAA) which is based on risk/return projections and Fund’s liquidity
needs. The SAA’s proposed allocation to hedge funds was of 13%, the same as in 2024.

It is important to note that, while fees are considered in the investment decision-making, the
decision is generally based on the expected net returns.

Contributions and benefits payable

In 2025, the Pension Fund’s membership activities remained stable. Contributions increased
by 2.3% and benefits paid increased by 1.3%, resulting in a small improvement in the net
membership activities of 1.9 MCHF.

The Fund received a total of 267.6 MCHF in contributions, of which 190.6 MCHF were
employer contributions, and paid benefits of 322.7 MCHF, resulting in a deficit of 55.0 MCHF
in the membership activities segment.

It should be noted that the ordinary contributions paid by the members and employers each
year are intended to fund the cost of the new entitlements earned and which will be paid by
the Fund in the years and decades ahead. In contrast, benefits paid in the year can be
associated with contribution received in the past. Because of the timing differences between
contributions and payments of benefits, a negative net membership activities results in
isolation does not imply a financial disequilibrium in the pension fund.

As part of our work, we reviewed the PF Benefit policies and procedures, evaluated the
segregation of duties within the benefits area, verified the receipt/payment processes and
controls, tested the internal controls, and interviewed key personnel both in the Benefit Service
and in the Accounting team.

From our analysis of the Benefits service areas there are no recommendations/observations
at this level.

5. INTERNAL CONTROL FRAMEWORK

Regarding the internal control system, the EA has further deepened the understanding of the
organization’s existing internal controls and assessed their effectiveness.

To this purpose we assessed the overall internal control environment, including the
governance on risk management, which meant testing, observation and walkthrough of the
procedures.

© B
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The work performed by internal audit was also analysed as part of the permanent dialogue and
consultation between the external and internal auditors for the review of the CERN Pension
Fund accounts and activities.

In this context, we received a copy of the audit reports from internal audit for 2025 and
discussed their content with the Head of the Internal Audit and the team members involved in
the drafting of the audit reports.

During the audit, we executed additional audit tests of the internal controls of beneficiaries’
data, contributions received, benefit payments, financial assets valuation and cash and cash
equivalents.

We also interviewed key CERN Pension Fund senior officers to assess the operations and
discuss the internal system of checks and balances.

6. FRAUD AND COMPLIANCE

In accordance with the public auditor requirements related to the ISSAI 2440° and the ISSAI
22506, the External Auditor (EA) plans its audits of the financial statements so that he has a
reasonable expectation of identifying material misstatements and irregularities (including
those resulting from fraud).

During the audit, the EA made enquiries of management regarding their oversight
responsibility for assessing the risks of material fraud and the processes in place for identifying
and responding to the risk of fraud, including any specific risks identified by management or
brought to its attention.

The EA also asked management if they were aware of any actual, suspected, or alleged fraud,
including inquiries made by Internal Audit. Management stated that there were no cases of
fraud in 2025 that would have a material impact on the financial statements.

7. FOLLOW UP — THE EXTERNAL AUDITORS’ RECOMMENDATIONS

In our reporting we provide our assessment of the effectiveness of these arrangements and on
the status of their implementation.

It is the responsibility of management to consider the implementation, tracking and reporting
on progress against recommendations issued.

The EA report on the 2024 CERN Pension Fund Annual Accounts does not identify any
recommendation pending implementation.

* The following reports were analysed:

% DG-IA 25-R9 Audit of the PF ESG Framework. ™= %

% DG-IA 25-R8 Investment Funds Portfolio.
3 The auditor’s responsibilities relating to fraud in an audit of financial statements.
% Consideration of Laws and Regulations in an Audit of Financial Statements.

-8-
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8. EVENTS AFTER THE BALANCE SHEET

Our procedures did not identify audit evidence from events that may require adjustment of, or
disclosure in, the annual accounts related to events after reporting period.
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