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Chemin de Blandonnet 2
CH-1214 Vernier-Geneva

Tel: +41 22 708 10 80
www.mazars.ch

Report of the Independent Auditor to the Members of the Joint Commission of
The Empress Shdoken Fund, Geneva

Opinion

We have audited the accompanying financial statements of The Empress Shoken Fund (“the Fund”),
which comprise the balance sheet, statement of income and expenditure and notes to the financial
statements for the year ended 31 December 2022.

In our opinion, the accompanying financial statements of The Empress Shoken Fund for the year ended
31 December 2022 are prepared, in all material respects, in accordance with the accounting policies set
out in the notes to the financial statements.

Basis for 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 opinion.

Emphasis of Matter — Basis of Accounting and Restriction on Distribution and Use

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 Administrator and Those Charged with Governance for the Financial
Statements

The Administrator of the Fund is responsible for the preparation of this financial statement in accordance
with the accounting policies set out in the notes and for such internal control as the Administrator of the
Fund 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 Administrator of the Fund 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.
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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.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in

accordance with 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 the financial statements.

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

= |dentify 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 for 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.

= 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.

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Administrator of the Fund.

= Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represents the underlying transactions and
events in a manner that achieves fair presentation.

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.

MAZARS Ltd
Michael Ackermann Fanny Chapuis
Swiss Certified Accountant Swiss Certified Accountant

Geneva, March 15, 2023

Enclosures

= Financial statements (balance sheet, statement of income and expenditure and notes) for the
year ended 31 December 2022
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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)
Withholding tax on dividend income to be refunded

Cash at banks

Money Market Funds

Investments (Note 5)

LIABILITIES AND CAPITAL RESERVES

Current liabilities
Accounts payable (Note 7)
Grants not yet transferred
Total Current liabilities

Capital & Reserves

Capital (Note 3)

Reserve for gains/loss on investments ( Note 6)
Reserve for future distributions (Note 4)

Total Capital & Reserves

CD/24/24

2022 2021

CHF CHF
11,160 1,747
18,815 -
308,867 462,291
686,330 444,585
13,207,410 16,432,808
14,232,582 17,341,431
67,595 8,547
- 60,000
67,595 68,547
12,441,898 12,403,785
1,273,089 3,286,562
450,000 1,582,537
14,164,987 17,272,884
14,232,582 17,341,431
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EMPRESS SHOKEN FUND
Statement of Income and Expenditure for the year ended 31 December

OPERATING INCOME

Dividend and interest income, tax refund

Withholding tax on dividend income to be refunded

Japan Red Cross contributions

Net realized gain on investments and derivative financial instruments
Net unrealized gain on derivative financial instruments (Note 8)

OPERATING EXPENDITURE

Investment manager fee

Fund administration fee

Audit fee

Bank transfer charges

Translation expenses

Audia visual expenses

Net realized loss on investments and derivative financial instruments

Net income (loss) from operating activities

OTHER COMPREHENSIVE INCOME (LOSS)

Unrealized gain/(loss) on investments
Net income (loss) 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/24/24
2022 2021
CHF CHF
96,339 95,754
18,815 -
38,113 42,703
- 853,700
9,413 1,747
162,680 993,904
4,308 18,390
50,000 50,000
4,450 -
644 690
9,048 4,547
- 4,000
112,843 -
181,293 77,627
(18,613) 916,277
(2,618,802) (65,892)
(2,637,415) 850,385
38,113 42,703
56,116 811,106
(2,731,644) (3,424)
(2,637,415) 850,385




15 CD/24/24

EMPRESS SHOKEN FUND
Notes to the Financial Statements for the year ended 31 December 2022

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.

Internal
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EMPRESS SHOKEN FUND
Notes to the Financial Statements for the year ended 31 December 2022
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2022 2021
Note 3 - Capital as at 31 December 2022 CHF CHF
Capital as at 1 January 12,403,785 12,361,082
Contributions from Japanese Red Cross Society 38,113 42,703
Capital as at 31 December 12,441,898 12,403,785
Note 4 - Reserve for future distributions 2022 2021
CHF CHF
Opening Balance as at 1 January 1,582,537 1,247,428
Allocations approved (470,482) (475,997)
Allocation to Reserve for future distributions 56,116 807,682
Transfer of gains on investments after allocation to the reserve for loss on investments - 3,424
Transfer from reserve for future distributions to reserve for loss on investments (Note 6) (718,171) -
Closing Balance as at 31 December 450,000 1,582,537
Note 5 - Investments
Shares Bonds/Notes Total
Pictet Asset Management (PAM) closing Balance 2021 7,205,708 9,227,100 16,432,808
Pictet Asset Management (PAM) closing Balance 2022 6,049,611 7,157,799 13,207,410
Net increase/(decrease) (1,156,097)  (2,069,301) (3,225,398)

The net decrease in the investments includes purchases, sales and unrealized gains and losses.
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Note 6 - Reserve for gains/loss on investments

Opening balance

Allocation to reserve for loss on investments
Transfer excess to reserve for future distribution
Transfer from reserve for future distributions

Closing Balance

The net decrease of the reserve for loss of investments represents 48.2% of the required target
of CHF 2,641,482 and will be replenished during 2023 as stock markets are forecast to rise.

Note 7 - Accounts payable to the IFRC

Fund administration fee
Translation expenses
Audia visual expenses

CD/24/24

Note 8 - Derivate financial instruments measured at fair value

2022 2021
CHF CHF
3,286,562 3,289,986
(2,731,644) -
- (3.424)
718,171
1,273,089 3,286,562
2022 2021
CHF CHF
50,000 -
17,595 4,547
- 4,000
67,595 8,547

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 2022

Currency| Notional value Fair Value Maturity date
CHF 239,307 239,031 10.03.2023
GBP (210,000) (232,184) 10.03.2023
CHF 225,935 225,675 10.03.2023
EUR (230,000) (226,295) 10.03.2023
CHF 491,848 491,282 10.03.2023
usD (510,000) (486,349) 10.03.2023
Total 11,160
As at 31 December 2021

Currency| Notional value Fair Value Maturity date
CHF 183,695 183,959 04.03.2022
usD (200,000) (182,213) 04.03.2022
Total 1,747
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