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KPMG SA

Esplanade de Pont-Rouge 6
PO Box 1571

CH-1211 Geneva 26

+41 58 249 25 15
kpmg.ch

Report of the Independent Auditor to the Members of the Joint Commission on the Financial
Statements of The Empress Shéken Fund, Geneva

Opinion

We have audited the accompanying financial statements of The Empress Shéken Fund (“the Fund”), which
comprise the balance sheet, statement of income and expenditure and notes to the financial statements, including
a summary of significant accounting policies (‘the financial statements’) for the year ended 31 December 2020.

In our opinion, the accompanying financial statements of The Empress Shéken Fund for the year ended
31 December 2020 are prepared, in all material respects, in accordance with the accounting policies set out in the
notes to the financial statements.

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Fund in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Switzerland, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter - Basis of Accounting

We draw attention to Note 2 to the financial statements, which describes the basis of accounting. The financial
statements are prepared to assist the Fund to meet the requirements of the Regulation for The Empress Shoken
Fund. As a result, the financial statements may not be suitable for another purpose. Our opinion is not modified in
respect of this matter.

Responsibilities of the Secretary of the Joint Commission and Those Charged with Governance for the
Financial Statements

The Secretary of the Joint Commission is responsible for the preparation of the financial statements in accordance
with the accounting policies set out in the notes and for such internal control as the Secretary of the Joint
Commission determines is necessary to enable the preparation of the financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Secretary of the Joint Commission is responsible for assessing the
Fund’s ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and
using the going concern basis of accounting unless the Joint Commission either intends to liquidate the Fund or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion.

© 2021 KPMG AG, a Swiss corporation, is a subsidiary of KPMG Holding AG, which is a member
firm of the KPMG global organization of independent member firms affiliated with KPMG International

=
Limited, a private English company limited by guarantee. All rights reserved. LB EXPERTsuisse Certified Company
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The Empress Shoken Fund, Geneva
Report of the Independent Auditor to the Joint

Commission on the Financial Statements 2020

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with International Standards on Auditing (ISAs) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

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

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

e 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
Fund'’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the Secretary of the Joint Commission.

e Conclude on the appropriateness of the Secretary of the Joint Commission’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Fund'’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statement 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 auditor’s report. However, future
events or conditions may cause the Fund to cease to continue as a going concern.

We communicate with those 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
identify during our audit.

KPMG SA
Héléne Béguin Elodie Elloy
Licensed Audit Expert Licensed Audit Expert

Geneva, 16 March 2021

Enclosure:
- Financial statements (balance sheet, statement of income and expenditure and notes) for the year ended
31 December 2020
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EMPRESS SHOKEN FUND
Balance Sheet as at 31 December

ASSETS

Current assets

Derivative financial instruments measured at fair value (Note 8)

Cash at banks
Money Market Funds
Investments (Note 5)

LIABILITIES AND CAPITAL RESERVES

CD/22/26

Current liabilities
Accounts payable (Note 7)
Total Current liabilities

Capital & Reserves

Capital (Note 3)

Reserve for loss on investments ( Note 6)
Reserve for future distributions (Note 4)
Total Capital & Reserves

2020 2019

CHF CHF
77 811
194,126 517,191
332,312 -
16,449,932 16,163,624
16,977,147 16,681,626
78,651 18,969
78,651 18,969
12,361,082 12,316,504
3,289,986 3,232,725
1,247,428 1,113,428
16,898,496 16,662,657
16,977,147 16,681,626
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EMPRESS SHOKEN FUND
Statement of Income and Expenditure for the year 31 December

OPERATING INCOME

Dividend and interest income, tax refund
Japan Red Cross contributions
Realized gain on investments and derivative financial instruments

OPERATING EXPENDITURE

Investment manager fee
Fund administration fee
Audit fee

Bank transfer charges
Courier expenses
Translation expenses

Net income over expenditure from operating activities

OTHER COMPREHENSIVE INCOME

Unrealized gain on investments

Total income for the year

ALLOCATIONS

Allocation to Capital (Note 3)
Allocation to Reserve for future distributions (Note 4)
Allocation to Reserve for loss on investments (Note 6)

CD/22/26

2020 2019

CHF CHF
105,923 184,831
44,578 44,679
168,384 251,145
318,885 480,655
17,788 17,493
50,000 50,000
4,250 4,250
433 297
- 37
5,432 18,932
77,903 91,009
240,982 389,646
402,786 1,195,087
643,768 1,584,733
44,578 44,679
541,929 690,967
57,261 849,087
643,768 1,584,733
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EMPRESS SHOKEN FUND
Notes to the Financial Statements for the year ended 31 December 2020

Note 1 - Activity

The Empress Shoken Fund (the "Fund™) is administrated by a Joint Commission of six members chosen in their personal
capacity. The Fund is based in Geneva.

The Joint Commission is composed equally of three members appointed by the International Committee of the Red Cross
and three by the International Federation of Red Cross and Red Crescent Societies. The day to day administration of the
Fund is carried out by an administrator appointed by the Joint Commission.

Only interest and capital gains may be used for allocations awarded by the Joint Commission to meet all or part of the cost
of the activities detailed in Article 3 of the Regulations for The Empress Shoken Fund (the "Regulations™).

Note 2 - Significant accounting policies

The Fund financial statements are presented in Swiss Francs and have been prepared using the accrual basis of accounting,
under which, the effects of transactions and other events are recognized when they occur (and not as cash or its equivalent is
received or paid) and they are recorded in the accounting records and reported in the financial statements of the period to
which they relate.

The capital of the Fund is used for investment purposes, so as to derive returns that will be used to fund projects proposed
by National Societies. The capital account is not distributed to National Societies and is augmented every year by voluntary
contributions received from the Japanese Red Cross.

Investments in securities are valued at market value. In order to cover current as well as potential future losses, unrealised
gains are allocated to the "Reserve for loss on investments” until such reserve reaches 20% of the market value. Changes in
fair value are recognised as gain or loss on investments in the Income and expenditure statement.

The Reserve for future distribution is funded by the appreciation of the investment portfolio and the excess of income over
expenditure. Distributions are made on the basis of National Society grant requests and subject to approval by the Joint
Commission.

According to Article 9 of the Regulations, a sum which shall not exceed CHF 50,000 shall be set aside to cover the cost of
the International Federation of Red Cross and Red Crescent Societies in administering the Fund and in assisting the
National Societies concerned in the realization of their projects.
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EMPRESS SHOKEN FUND

Notes to the Financial Statements for the year ended 31 December 2020

Note 3 - Capital as at 31 December 2020

Capital as at 1 January
Contributions from Japanese Red Cross Society

Capital as at 31 December

Note 4 - Reserve for future distribution

Opening Balance as at 1 January
Allocations approved
Transfer of excess income over expenditure

Transfer of gains on investments after allocation to
the reserve for loss on investments (Note 6)

Closing Balance as at 31 December

Note 5 - Investments

Pictet Asset Management (PAM) closing Balance 2019
Pictet Asset Management (PAM) closing Balance 2020

Net increase/(decrease)

The net increase in the investments includes purchases, sales and unrealized gains and losses.

CD/22/26

2020 2019
CHF CHF
12,316,504 12,271,825
44 578 44,679
12,361,082 12,316,504
2020 2019
CHF CHF
1,113,428 813,747
(407,929) (390,663)
196,404 94,633
345,525 595,711
1,247,428 1,113,428
Shares Bonds/Notes Total
6,533,698 9,629,926 16,163,624
7,406,234 9,043,698 16,449,932
872,536 (586,228) 286,308
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EMPRESS SHOKEN FUND
Notes to the Financial Statements for the year ended 31 December 2020

Note 6 - Reserve for gains/loss on investments 2020 2019
CHF CHF
Opening balance 3,232,725 2,383,638
Transfer unrealized gain on investments 57,261 849,087
Closing Balance 3,289,986 3,232,725
Note 7 - Accounts payable to the IFRC 2020 2019
CHF CHF
Fund administration fee 50,000 -
Audit fee 4,250 -
Courier expenses 37 37
Translation expenses 24,364 18,932
78,651 18,969

Due to the disruption of Covid-19 pandemic, Accounts payable due to the IFRC of CHF 78,651, relating to both 2019 and
2020 expenses, will be settled in 2021.

Note 8 - Derivate financial instruments measured at fair value

During the year, the Empress Shoken Fund used derivative financial instruments, notably foreign currency forwards and
swaps. These financial instruments are used by the Empress Shoken Fund to mitigate foreign exchange risk and are
recognized at fair value with subsequent movements in value reported through the statement of Income and Expenditure.

The following derivative instruments were outstanding:
As at 31 December 2020

Currency| Notional value Fa}lr Value Maturity date
gain / (loss)
JPY 10,000,000 85,625 15.01.2021
CHF (85,576) (85,602)| 15.01.2021
CHF 115,000 115,218 | 12.03.2021
EUR (106,708) (115,573)| 12.03.2021
CHF 215,000 215,407 12.03.2021
usSD (242,463) (214,298)| 12.03.2021
Total 777
As at 31 December 2019
Currency| Notional value Fglr Value Maturity date
gain / (loss)
CHF 115,000 115,192 | 13.03.2020
EUR (105,090) (114,381)| 13.03.2020
Total 811






