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Performance Table

f?]*ﬁ%l%
Price' Record
2009 2008 2007 2006 2005 2004
Sy (% sy % Sy % Sy % sy % Sy #®E
R WRE REP O RRR RER REpR R8RS BRR RER O BpR RER e
Highest Lowest Highest Lowest Highest Lowest Highest Lowest Highest Lowest Highest Lowest

Offer Price Bid Price Offer Price Bid Price Offer Price Bid Price Offer Price Bid Price Offer Price Bid Price Offer Price Bid Price

o 232.78 114.36 277.75 112.87 319.72 187.48 203.41 150.34 156.36 134.43 144.47 129.24

HKD
TR
Net Asset Value Per Unit

2009F 12531 ! 2008 12%[31[ ! 2007F 125]31 ! 2006F 12731} !

As at 31 December 2009 As at 31 December 2008 As at 31 December 2007 As at 31 December 2006

e 219.61 144.28 278.60 199.83
HKD

LA e s £l
Total Net Assets Attributable to Unitholders

2009% 12731} ! 20087F 12731} ! 2007 12%|31f! 2006+ 12531} !
As at 31 December 2009 As at 31 December 2008 As at 31 December 2007 As at 31 December 2006
o 24,547,446,278 13,621,336,230 23,568,139,538 13,849,628,452

HKD
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Trustee's Report
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B HI(FFEVE L
2010+ 47|28} !
To the unitholders of Hang Seng Index ETF ("the Fund")

We hereby confirm that, in our opinion, the Manager, Hang Seng Investment Management Limited has, in all material respects, managed the
Fund in accordance with the provisions of the Trust Deed dated 10 September 2004, for the year ended 31 December 2009.

American International Assurance Company (Trustee) Limited
28 April 2010
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Independent Auditor’'s Report

Independent Auditor’s Report to the Unitholders of Hang Seng Index ETF (the "Fund")

We have audited the financial statements of the Fund set out on pages 8 to 26, which comprise the statement of assets and liabilities as at 31
December 2009, and the statement of changes in equity, the statement of comprehensive income, the cash flow statement and the distribution
statement for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Manager’s and Trustee’s responsibilities for the financial statements

The Manager and the Trustee are responsible for the preparation and the true and fair presentation of these financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants, and for ensuring that the
financial statements comply with the relevant disclosure provisions of the Trust Deed, as amended, and the relevant disclosure requirements set
out in Appendix E to the Hong Kong Code on Unit Trusts and Mutual Funds ("the Code") issued by the Hong Kong Securities and Futures
Commission. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and the true and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. This report is made solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance as to whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor's judgement, including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and true and fair
presentation of the financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Manager and the Trustee, as well as evaluating the overall
presentation of the financial statements.

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

In our opinion, the financial statements give a true and fair view of the financial position of the Fund as at 31 December 2009 and of its
transactions and cash flows for the year then ended in accordance with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the relevant disclosure provisions of the Trust Deed, as amended, and the relevant disclosure requirements of the
Code.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

28 April 2010
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Investment Portfolio

2009 12E[31F! as at 31 December 2009

PR R 2| -
@ ;%1":;1?5? Fllﬁ [
H7A) % of Total Net
ey ijug-ra Market Value Assets Attributable
Investments Holdings (HK$) to Unitholders
_'—m?g"‘g’}’ Listed Investments
‘Fﬁﬁ’};“gj Hong Kong Equities
Z ] Commerce & Industry
[é&'ﬁﬂi' Aluminum Corporation of China 17,017,750 144,991,230 0.59%
E Cathay Pacific Airways 5,092,219 74,855,619 0.30%
F’,E@J LBl China Merchants Holdings International 4,724,859 119,066,447 0.49%
F[wﬁiﬁi"ﬁéﬁ China Mobile 25,963,690 1,890,156,632 7.70%
FIBIE = China Petroleum & Chemical 72,395,074 500,973,912 2.04%
ERLHIE S China Resources Enterprise 5,166,397 146,467,355 0.60%
I oY China Shenhua Energy 14,664,618 556,522,253 2.27%
3 China Unicom 30,496,571 313,504,750 1.28%
CITIC Pacific 5,510,879 115,177,371 0.47%
CNOOC 77,086,338 938,911,597 3.82%
COSCO Pacific 4,883,841 48,398,864 0.20%
Esprit Holdings 5,110,950 265,258,305 1.08%
i RS Foxconn International Holdings 9,178,150 83,062,258 0.34%
ﬂljd i Hutchison Whampoa 9,196,592 491,557,842 2.00%
%”M Li & Fung 11,398,831 369,322,124 1.50%
7 MR MTR Corporation 6,178,178 165,884,079 0.68%
bl o New World Development 10,844,359 173,075,970 0.71%
FHET IR PetroChina 91,028,941 847,479,441 3.45%
4\ 13 5 A Swire Pacific ‘A’ 3,909,369 368,653,497 1.50%
etz ity Tencent Holdings 4,311,523 727,353,930 2.96%
7"“5*?17« [ Wharf (Holdings) 5,941,455 265,880,111 1.08%
8,606,553,587 35.06%
LR Finance
PR Bank of China 327,974,449 1,374,212,941 5.60%
PpfAl= Bank of Communications 59,703,218 537,925,994 2.19%
TNEREELT Bank of East Asia 7,977,366 246,101,741 1.00%
H!%PF“[?% BOC Hong Kong 15,965,740 282,274,283 1.15%
FHEsE T China Construction Bank 290,813,330 1,936,816,778 7.89%
Flist ~ i b China Life Insurance 32,103,247 1,231,159,522 5.02%
S é%iw Hang Seng Bank 3,299,614 379,125,649 1.54%
Fﬁﬁﬁz Ebwﬁgﬁ? Hong Kong Exchanges & Clearing 4,642,247 647,129,232 2.64%
T HSBC Holdings 40,050,768 3,580,538,659 14.59%
Flist ﬁ‘ﬂ%uﬂ‘ Industrial and Commercial Bank of China 268,750,888 1,728,068,210 7.04%
Pl <) il Ping An Insurance 6,072,293 412,612,309 1.68%
12,355,965,318 50.34%
Pk Properties
RIUTHE (BE) Cheung Kong (Holdings) 5,995,752 603,172,651 2.46%
Pl 1BsiaT 9 5 China Overseas Land & Investment 17,622,260 288,300,174 1.17%
Tk Hang Lung Properties 8,946,468 273,761,921 1.12%
Elﬁl:)\“‘{’f’ﬂé Henderson Land Development 4,631,539 271,408,185 1.11%
= Sino Land 10,394,738 157,584,228 0.64%
%Lﬂ?é&u“!é Sun Hung Kai Properties 6,637,696 769,972,736 3.13%
2,364,199,895 9.63%
Rkt Utilities
E:d i}ﬂﬁ’ﬁ?’ll China Resources Power 8,081,103 124,610,608 0.51%
H!%zt"j& CLP Holdings 7,785,347 408,730,718 1.67%
?ﬁ?{f RIEEE Hong Kong & China Gas 16,901,417 329,577,632 1.34%
Fﬁ?ﬁrq & e Hongkong Electric Holdings 5,984,903 252,562,907 1.02%
1,115,481,865 4.54%
;&?ﬁ“s}m[@ Total Investments 24,442,200,665 99.57%
(/¢34 1 Total cost of investments - HKD20,059,638,935 )4 7t )
il f"f’}&-?ﬂ@ Other Net Assets 105,245,613 0.43%
T E n‘]ﬁ £] & VAEYEIH @ Total Net Assets Attributable to Unitholders 24 547 446,278 100.00%
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Statement of Movements in Portfolio Holdings

E|=2009F 125]31 ! (HF % For the year ended 31 December 2009

RS TGt !
2009 1E| 1! 2009%F 12E[31F!
Y Holdings as at il ¥ ’p Holdings as at
Investments 01 Jan 2009 Additions Disposals 31 Dec 2009
Y Listed Investments
“F‘,iiﬁ-ﬁg“EJ Hong Kong Equities
i Commerce & Industry
Hwﬁaﬁzlﬁ;‘fy Aluminum Corporation of China 16,213,745 4,675,750 3,871,745 17,017,750
[ES"'T?‘?F'E'/[?’ Cathay Pacific Airways 4,849,072 1,416,336 1,173,189 5,092,219
P B China Merchants Holdings International 4,480,408 1,511,592 1,267,141 4,724,859
[ [ES?'?"’EI*J China Mobile 24,728,782 6,658,284 5,423,376 25,963,690
FHET i = China Petroleum & Chemical 68,978,181 19,530,102 16,113,209 72,395,074
B ETE'S China Resources Enterprise 4,908,005 1,504,092 1,245,700 5,166,397
AREEGES H:f‘ﬁl China Shenhua Energy 13,972,320 3,959,510 3,267,212 14,664,618
H ol China Unicom 29,308,788 9,232,086 8,044,303 30,496,571
HHH th CITIC Pacific 5,109,308 4,599,798 4,198,227 5,510,879
FITBSIAIE T 3 CNOOC 73,449,043 20,730,284 17,092,989 77,086,338
H'J\F&J\j VE COSCO Pacific 4,612,888 1,459,550 1,188,597 4,883,841
[NEAEE Esprit Holdings 4,343,235 1,471,059 703,344 5,110,950
Il gl(ﬁﬁ'ﬁiﬁﬂ"]‘y“ Foxconn International Holdings 8,707,401 2,542,524 2,071,775 9,178,150
Vq' 'FT Hutchison Whampoa 8,762,591 2,522,112 2,088,111 9,196,592
I”E_J Li & Fung 9,708,911 3,406,620 1,716,700 11,398,831
TSR MTR Corporation 5,817,854 1,823,346 1,463,022 6,178,178
fl 5% New World Development 10,040,079 3,635,032 2,830,752 10,844,359
FITBIT - R PetroChina 86,731,017 24,531,076 20,233,152 91,028,941
A A Swire Pacific ‘A’ 3,724,375 1,076,286 891,292 3,909,369
JEHPe Tencent Holdings 4,059,891 1,197,384 945,752 4,311,523
i RS S Wharf (Holdings) 5,660,614 1,650,094 1,369,253 5,941,455
AT ¥ (BED Yue Yuen Industrial (Holdings) 2,711,326 380,694 3,092,020 -
_{Eﬁﬂ Finance
FliBIgaL= Bank of China 140,625,729 214,381,928 27,033,208 327,974,449
PipjEli= Bank of Communications 56,886,520 16,068,264 13,251,566 59,703,218
ﬁJEHr’EﬁU’? Bank of East Asia 6,877,211 2,816,180 1,716,025 7,977,366
Fl gL - BOC Hong Kong 15,211,793 4,313,394 3,559,447 15,965,740
HIE&'@%‘E\LF China Construction Bank 184,728,455 134,050,052 27,965,177 290,813,330
Flist > i b China Life Insurance 30,587,596 8,668,578 7,152,927 32,103,247
(RS ?E‘LW Hang Seng Bank 3,143,971 890,838 735,195 3,299,614
7{[?#1/‘ b S BT Hong Kong Exchanges & Clearing 4,419,049 1,252,222 1,029,024 4,642,247
& HSBC Holdings 24,123,666 67,868,285 51,941,183 40,050,768
Flifgst FT%J%L{‘% Industrial and Commercial Bank of China 187,785,870 125,050,324 44,085,306 268,750,888
Fl st < il Ping An Insurance 5,785,887 1,648,264 1,361,858 6,072,293
] 2 Properties
R (R Cheung Kong (Holdings) 5,712,678 1,661,626 1,378,552 5,995,752
Hwﬁiﬁi'iﬁjf/\‘ Ei China Overseas Land & Investment 16,135,362 5,494,778 4,007,880 17,622,260
Al E Szt Hang Lung Properties 8,519,568 2,458,008 2,031,108 8,946,468
IE ﬁU“‘#’i‘“ﬂé Henderson Land Development 4,412,390 1,297,490 1,078,341 4,631,539
“ Sino Land 9,933,178 3,051,200 2,589,640 10,394,738
%Fﬁi*“ié Sun Hung Kai Properties 6,323,821 1,832,580 1,518,705 6,637,696
REb-IE 4 Utilities
Ed ifﬁ’ﬁ’)! China Resources Power - 8,347,280 266,177 8,081,103
llgi?’r”’ﬁ & CLP Holdings 7,417,980 2,117,180 1,749,813 7,785,347
Fy?ﬁfl g Hong Kong & China Gas 16,441,188 4,523,410 4,063,181 16,901,417
F‘ f“' R E Hongkong Electric Holdings 5,701,886 1,631,808 1,348,791 5,984,903
IR Rights
Hléﬁlgﬁ It ¥E R FEA#R(2008F 127])  China Overseas Land & Investment Rights (Dec 2008) 644,294 - 644,294 -
EY (fQ | E(2009F 67 ]) China Resources Power Rights (Jun 2009) - 604,600 604,600 -
LI Q&‘L f#(2009F 35]) HSBC Holdings Rights (Mar 2009) - 42,984,605 42,984,605 -
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Statement of Assets and Liabilities

2009 12E[31F! as at 31 December 2009

B YRl Net asset value per unit

PSR gL & FERAT 20105 47| 28 IS WAL 7 -

Approved and authorised for issue by the Trustee and the Manager on 28 April 2010.

Y132 26V [ A - NP -

The notes on pages 13 to 26 form part of the financial statements.

} ¢ For and on behalf of
} R Trustee

} 3B A (i

) Il

2009 2008 2007
U3 (7 ) () ()
Notes (HKD) (HKD) (HKD)
F1//7]/ Re-presented  £7//7}/ Re-presented
Y& Assets
B RS e pE LY Investments at fair value through profit or loss  5,8(g),12 24,442 200,665 13,562,555,050 23,499,518,228
T4 53 V% #2F Distributions receivable 30,481,728 122,646 31,106,239
1Y 7E Amounts receivable on sale of investments - 6,254,910 -
Tl 2% H1 52 7F Amounts receivable on subscription of units 52,695,812 21,211,359 69,235,663
H ﬁ%ﬂfﬁfﬁ Other accounts receivable - - 4,177
FEWHE '%:“f%]"#d Cash and cash equivalents 8(f) 311,530,841 339,105,224 254,272,984
=& Md Total Assets 24,836,909,046 13,929,249,189 23,854,137,291
F"JﬁpLiabilities
e %2} Amounts payable on purchase of investments 11,649,537 21,335,505 40,624,895
Taf] [ Ip! #1 5 #7F1 Amounts payable on redemption of units 51,797,780 21,136,484 48,694,643
SRR PR #7F Accrued expenses and other payables 8(a)&(b) 3,108,115 1,952,435 2,959,443
s 54 55V 71 Distributions Payable 8(i) 222,907,336 263,488,535 193,718,772
F‘j@‘i;\tﬂ@ Total liabilities 289,462,768 307,912,959 285,997,753
e LIRS 2L
Net assets attributable to unitholders 10 24,547,446,278 13,621,336,230 23,568,139,538
4% Representing:
L@ Total Equity 24,547,446,278 13,621,336,230 23,568,139,538
=g FE* PR Total number of units in issue 8(i),9 111,777,718 94,409,946 84,594,298
219.61 144.28 278.60

} American International Assurance Company (Trustee) Limited

} ¢ For and on behalf of

HLE

} i 45

I Manager

R

} Hang Seng Investment Management Limited
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Statement of Changes in Equity

Z2009% 12E|31FI (& &  For the year ended 31 December 2009

B e
2009 125|311 2008F 12531} !
- 1HE %
Year ended Year ended
31 December 2009 31 December 2008
=4 () ()
Notes (HKD) (HKD)
IR ()
Balance at beginning of year, as previously reported - -
FRA7| ﬁ%f’f%ﬁéﬂﬂﬁf32%ﬁ”¢ iy
Effect of adoption of Amendments to HKAS 32 13,621,336,230 23,568,139,538
= FIRIE (RiR)
Balance ar beginning of year, as restated 13,621,336,230 23,568,139,538
W SRR T )Y E R E s
Income/(loss) attributable to unitholders and total comprehensive income for the year 8,595,542,875 (10,947,335,840)
e H I R ST B - R
Transactions with owners (i.e. unitholders), recorded directly in equity
8 7= H O P O el T
Received and receivable on issue of units 8(k),9 8,138,484,784 10,600,533,211
FdpI T B ] o s R
Paid and payable on redemption of units 8(k),9 (5,312,049,031) (8,942,742,079)

SR ) e e

Distributions to unitholders

o H IS ] e B

Total transactions with owners (i.e. unitholders)

&4

Balance at year end

ST13% 26F 1 Ol I A #0057 -
The notes on pages 13 to 26 form part of the financial statements.

8(i)

(495,868,580)

(657,258,600)

2,330,567,173

1,000,532,532

24,547,446,278

13,621,336,230




SRS
Statement of Comprehensive Income
=2009%F 12531 (=% for the year ended 31 December 2009

2009F 12531} ! 2008 12£]31} |
g IR
Year ended Year ended
31 December 2009 31 December 2008
e (H7) ()
Notes (HKD) (HKD)
E1£/7) Re-presented
I&7 Income
gl Dividend income 8(9) 568,682,692 663,249,964
FIEWE ™ Interest income 6, 8(f) 6,126 1,510,890
568,688,818 664,760,854
q4E [ Expenses
FECH|PY £ Auditor's remuneration (365,587) (175,299)
"FTFE,"é'_b Management fees 8(a) (9,695,032) (9,563,832)
}ﬁgc“ﬁ;’ '» Registrar's fees 8(h) (15,600) (15,643)
Fr R AT el Y | Safe custody and bank charges 8(d) (7,139,975) (6,526,504)
#f19'%"] Sundry expenses 8(e) (3,534,770) (3,380,279)
%4 474" ] Investment transaction costs 8(c) (16,121,589) (10,472,579)
ff==o3= M U pbi' Transaction fees paid to trustee 8(h) (2,828,100) (2,647,500)
UFE % Trustee's fees 8(b) (5,937,019) (5,858,628)
fF‘, fifr{'s Valuation fees 8(h) (99,600) (98,000)
(45,737,272) (38,738,264)
SRS 2S OB W B 4 E) * pods
Income attributable to unitholders before gains/(losses) on investments 522,951,546 626,022,590
Y52/ () Gains/(losses) on investments
Hre¥¥% Gains on investments 7 10,789,884,250 1,246,655,206
Y} Losses on investments 7 (2,690,733,061) (12,814,943,742)
18 59 ()54 Net foreign exchange (loss)/gain (1,463) 1,499
w57 vH | Securities expenses 8(d) (591,249) (486,867)
8,098,558,477 (11,568,773,904)
SRS A R R * puls T R
Income/(loss) attributable to unitholders before finance costs 8,621,510,023 (10,942,751,314)
FE¥sy % Finance costs
FIIELY 1 Interest expenses 8(j) (119) (264)
R EI )~ RS (G
Income/(loss) attributable to unitholders before taxation 8,621,509,904 (10,942,751,578)
AIF Taxation 4 (25,967,029) (4,584,262)

W B} O JGRR) W E Rl
Income/(loss) attributable to unitholders and
total comprehensive income for the year

Y132 26V [ A - I

The notes on pages 13 to 26 form part of the financial statements.

10

8,595,542,875

(10,947,335,840)
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Cash Flow Statement

E|=2009%F 12|31} (H# & For the year ended 31 December 2009

2009F 12531} ! 2008+ 125]31F!
it} =7
Year ended Year ended
31 December 2009 31 December 2008
(W) (#7)
(HKD) (HKD)
SEEVIREY Operating activities
FECHPY £ Payment for auditor's remuneration (210,066) (174,996)
k14" Payment for management fee (9,286,933) (9,945,913)
o 'y Payment for trustee's fee (5,708,003) (5,839,009)
&Y% Bh " | Payment for investment transaction costs (16,121,589) (10,472,579)
~ 7 By 4 ] Payment for transaction fees paid to trustee (2,865,300) (2,812,100)
}ﬁ%’ﬁ‘jw Payment for registrar's fee (15,600) (16,968)
Em’ﬁ’} Payment for valuation fee (99,600) (105,600)
F5 A LS H9H | Payment for safe custody and bank charges (7,139,975) (6,526,504)
H9E5E1Y HY Payment for other operating expenses (3,135,989) (3,850,104)
E‘Jﬁ?ﬁifiﬁg’frﬁfjﬂﬁ?&?ﬁ Net cash used in operating activities (44,583,055) (39,743,773)
#}"‘;’ﬁﬁﬁﬁ Investing activities
B ‘J’_M'J Payment for securities expenses (591,249) (486,867)
e Bt F Dividend income received 438,440,819 505,529,948
ErtH F||EL Interest received 6,126 1,515,067
yg%f&?}ﬁfrfﬁ #7fi Proceeds from sale of investments 5,588,411,108 2,345,032,708
fi& 7 YA #{7Fi Payment for purchase of investments (8,203,744,971) (4,572,709,084)

E‘J%#ﬁ%}iﬁg&;ﬁfjﬂﬁ?ﬂﬁ Net cash used in investing activities

R=XIFE Financing activities

FIIELY 1 Interest expenses

&= {160 P 7 Proceeds on issue of units

g1t & Fief+] 1 7F1 Payments on redemption of units

ey "\j'#]*‘tj M uls2§ 55 9% ] Distributions paid to unitholders
ﬂ&g’lﬁﬂg’ﬁﬁ?ﬁﬁﬂ‘;ﬁ@ﬁﬁ Net cash generated from financing activities

FEPHL TFPAAES D) Net (decrease)/increase in cash and cash equivalents
FLEJIFIVFH & BEH;’_E%“[F?:F"J Cash and cash equivalents at 1 January

F12E|31FIVHEWFE %“[F?:F"J Cash and cash equivalents at 31 December

FINZEHE T b
Major non-cash transactions:

(2,177,478,167)

(1,721,118,228)

(119) (264)
7,616,034,551 6,190,874,565
(4,885,097,814) (3,757,691,223)

(536,449,779) (587,488,837)

2,194,486,839

1,845,694,241

(27,574,383) 84,832,240
339,105,224 254,272,984
311,530,841 339,105,224

(i) HEF Py AR A T B REOS E  f4LU]]| 1490,965, 7801 7 (2008 : 4,457,682,950¢ 7 ) » I'f 713,500,005 1 (2008 : 18,400,0005

L) -

r;,m

During the year, unitholders subscribed for 3,500,000 units of the Fund (2008: 18,400,000) by tendering a basket of Constituent Stocks of Hang Seng Index

with market value of HKD490,965,780 (2008: HKD4,457,682,950).

(i) 558 [ o 1A 5 12,550,000 5L £ T (2008 : 21,950,000) 51 & 16+ ISy~ B ff R (3 o £ 47| 396,289,921 7 (2008 :

5,212,609,01517 ) »

During the year, unitholders tendered 2,550,000 units of the Fund (2008: 21,950,000) in exchange for a basket of constitutent stocks of Hang Seng Index with a

market value of HKD396,289,921 (2008: HKD5,212,609,015).

HT13% 26F 1 Ol Ao #B0T -
The notes on pages 13 to 26 form part of the financial statements.
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Distribution Statement

#2009 12F|31F (¥ &  for the year ended 31 December 2009

' e
20097 12731} ! 2008% 12731 !
R E
Year ended Year ended
31 December 2009 31 December 2008
(Fh7) (F)
(HKD) (HKD)
FRIFFVET &
Undistributed income brought forward 5,757,452 34,877,799
FEPSSYISR OB 1 4 7)o
Income attributable to unitholders before gains/(losses) on investments 522,951,546 626,022,590
v pLeH|
Investment transaction costs 16,121,589 10,472,579
FIEL U Interest expenses (119) (264)
B
Taxation (25,967,029) (4,584,262)
G 7 T T SRR (1 305))
Income portion of received and receivable on issue of units 41,432,209 67,901,109
B o ] W R (0 H057)
Income portion of paid and payable on redemption of units (32,439,334) (71,673,499)
i B T2 g S 8 4
Amount available for distribution to unitholders 527,856,314 663,016,052
aﬁgﬁ s *EJ ~ Flfji[i‘ﬁj}ilf
Distributions to unitholders (495,868,580) (657,258,600)
FREANNFIET BE
Undistributed income carried forward 31,987,734 5,757,452
jﬁ‘ * U2 53V (5) i) Distribution to unitholders per unit 2.60 4.50
= ;‘f b ﬁ* ~ v 13 Date of distribution to unitholders 20097 6426 ! 2008F 65|27} !

jF*]“ * U2 53 VT (5 itk ) Distribution to unitholders per unit
= ?f it F‘T ~ v 13 Date of distribution to unitholders
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2009 2008 2007
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g SIS £ Bl f?ﬁ;'/i'aﬁ b
Increase in equity and decrease in financial liabilities 24,547 ,446,278 13,621,336,230 23,568,139,538
AT Vg (l?f)
Increase in total comprehensive income (Note) 495,868,580 657,258,600 N/A

52§53 PF ] RS p&éfh‘%& Fé“tjﬁig[ﬂﬁ*fi 35 T e s i R P QILE: R b e S < B T U B T e T
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been reclassified as transactions with owners and recorded in the statement of changes in equity. This has resulted in increment of total comprehensive
income with amounts stated above.
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i YL IO ) I SRR B - 0 §EpET2000% 12F]31 1 4] 209 +
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PSRN )

IR

T RG] > BL& AT R IS PERLE WIS ST -
7. HEYISE Y B

WEFP ‘“’@i”ﬁ'%ﬁ,ﬁ'ﬂJ%}“?ﬂ[rﬁbgﬁj |F=1/

2009 2008

# HKD Wi HKD

~IgZfl%%% Realised gains 545,014,070 1,238,665,257
F A2V AdEh Movement on unrealised gains 10,244,870,180 7,989,949
A% Total gains on investments 10,789,884,250 1,246,655,206
=gcilif! Realised losses (2,488,217,805) (442,098,543)
%ﬁ:ﬁlgﬁj;’fﬁ‘gﬁ Movement on unrealised losses (202,515,256) (12,372,845,199)
iz Total losses on investments (2,690,733,061) (12,814,943,742)

8. %E%*j‘&fiﬁb

7B R PR T RO © S e b

(@) {51 YR EIEUN il (T SRV ) BB [ € G102 SR ) LR (ORI S IR 5 5 1 1%
e g I SRR AL IO I D 0 T SRR AR - g»é’ I B EVEHT S
1 o 40 5 F 1V R FR9E21,087, 27407 (2008 : 629,175 7) «

EIUL TR S PR E VRS 2
' £7,865,5811 71 (2008 : 636,5651H

(b) tmfﬂ i j:ﬁjjéﬁ;éﬁgq o B ﬁéqyﬁyﬁﬁ 5 Y E S 0. 15%[0 02l o BOF ]
AV S I R LD D LIRS O 0]
Tu) e

() BB 0PI S2U = ST AR I RS IS I AR R VISR AR b o 1IN ERELE AT R RS R R AR

ﬁlﬁw 14 ES
o PRI L& T BAEEE% frREse ] TP &
Value of transactions % of total value of Commission Average
executed through HSSL transactions of the Fund paid to HSSL commission rate
2009 2008 2009 2008 2009 2008 2009 2008
W
HKD 923,439,268 259,316,829 6.27% 1.55% 646,894 182,591 0.07% 0.07%

(d) FLarEmgp gﬂ Ip;f%w 1 f07 55 JETRO 171,446,083 7+ (2008 © 644,778.50 7 ) » H05# M [*) o HL& ) fil 77 i AR 2 L ) (
el § A - RIS PR S ‘é""r'v?zfﬁr“‘é’% £ FTH"” /U

LR i
ek ke R e
Securities expenses Safe custody charges
paid to HSBC paid to HSBC
2009 2008 2009 2008
W
HKD 591,249 486,867 5,546,018 5,876,588

(0) JL4 AL "] TS fillcs (DAL € PRI B A S S5 i O T 05 P

£
Currency 2009 2008
iR 4@7" License fee 7 HKD 2,499,640 2,869,149
I57551 Issue share data services fee W HKD 12,000 19,800

() 58 PR BELT B R PB4 ¢ 5L © 7 F%T%guﬁiﬁﬁ HORE I 52 95EER 5T 1)1 £5.108,940,568H 7 (2008 © 8,512,007 ) 23,503 7+ (2008 :
24 1061H7 ) o 5 [ AL 7 B THREVASH ELIS T £16,1267% (2008 © 734 47THRR ) -

(Q) WRIF B P] > HLAKE R E LT A % 5 L R - Jr%ﬂwmwmlpff,:érﬁa&‘f/‘lJﬂfﬁt# ;

L G RO RR OR RS 2 31 O LR

G125 311 - Ko12F]31f !
i L O ELR
Dividend income Dividend
for the year ended receivable at
31 December 31 December
Eih
Currency 2009 2008 2009 2008
TEEAEE L F'J HSBC Holdings Plc w7 HKD 116,813,813 183,967,496 24,577,546 18,058
eSSV S ’FIJ Hang Seng Bank Ltd W7 HKD 19,166,269 19,289,845 - -
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PP ()

8.

10.

11.

12.

WF 4 T )

(h) HSBC Provident Fund Trustee (Hong Kong) Limited "5 055 £ RLEL & [l % b o 50 PRl Fﬁ*ﬁ%hf FLE o FE RN ﬁrﬁqwﬁlfu{'fé@b&dﬁ
gprs e

{fr‘i R (J ) Registrar's fees (p.a.) W7 HKD 15,600
=0 T E IV L BLY Fee for each investment transaction w1 HKD 200
B Ff[@ﬂuﬁ[;nja” Fee for each valuation w7t HKD 400
)7V E & g/ gL & i9=5§1]" Fee for each subscription, redemption and switching transaction #t HKD 100
()1 USRI U - 1S SEUPISORIAL £ 1 i L S RURRETRLE W PCVELE ) P ORRIIT < B AR e
109,018, 7181 (2008 : 91, a13 9468111t « beir [I 5 & vgiA, §14 57~ [i9451 Y5 £1483,765,06014 7 (2008 636,596, f30ﬁhn) i

217,343,336H+74 (2008 : 256,256,414 71 )i+ 53 [ 1 ELEL & AU 1538 5T VTR 7 -
() FLEKF P IRELS I AT ﬁ“{ﬁj'[\p & U [ F R 1987 (2008 - 264374 ) ©

(k) = ?&f?ﬁﬁ"rﬁﬁfﬂ‘pﬁﬁlﬁ » KEF R ST 7,492,398,7305H 74 (2008 : 6,142,338,158 71 ) 2 4,952,363,743# 7 (2008 : 3,729,592,856# 74 ) » [?i
fEdl 243,043,729 7+ (2008 : 31,671,1115L & Hi ik )M G150 £ 26,625,957 11 1+ (2008 : 18,305,464 = i) -

g

ﬁﬁjﬁulﬁ,’%?ﬂf\jij[l N

#=2009F 12531 1 [
For the year ended 31 December 2009

ERITEE ERE TR i 7 ERTTRET
Balance Issued during Redeemed during Balance

brought forward the year the year carried forward

HIGE B! 94,409,946 46,543,729 29,175,957 111,777,718
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Notes on the Financial Statements

1 Background

Hang Seng Index ETF (“the Fund”) is authorised by the Securities and Futures Commission in Hong Kong ("SFC") under Section 104(1) of the
Hong Kong Securities and Futures Ordinance ("HKSFQ"), and is governed by the Hong Kong Code on Unit Trusts and Mutual Funds (“the Code”).

The Fund was constituted by a Trust Deed dated 10 September 2004, as amended from time to time under the laws of Hong Kong, and registered
on 13 September 2004 as a unit trust under the laws of Hong Kong.

The investment objective of the Fund is to match, before expenses, as closely as practicable, the performance of Hang Seng Index (“the Index”) by
holding a portfolio of constituent stocks.

As at 31 December 2009, 97% (2008: 97%) of the units of the Fund were held by Hang Seng Index Tracking Fund, which is considered as the
parent of the Fund.

2 Significant accounting policies

(@)

(b)

(©)

(d)

(e)

Statement of compliance

The financial statements of the Fund have been prepared in accordance with all applicable Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term includes all applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong, the relevant disclosure provisions of the Trust Deed, as amended, and the relevant disclosure provisions of
the Code issued by the SFC. A summary of the significant accounting policies adopted by the Fund is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early adoption for the current accounting
period of the Fund. Note 3 provides information on the changes in accounting policies resulting from initial application of these developments
to the extent that are relevant to the Fund for the current and prior accounting periods reflected in these financial statements.

Basis of preparation of the financial statements
The financial statements are presented in Hong Kong dollars and rounded to the nearest dollar.

The measurement basis used in the preparation of the financial statements is the historical cost basis except that investments are stated at
their fair value as explained in the accounting policies set out below.

The preparation of financial statements in conformity with HKFRSs requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements about carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period
in which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Income and expenses

Interest income and expense are recognised as they accrue using the effective interest method. Dividend income is recognised when the
underlying securities are quoted ex-dividend. Dividend income is presented gross of any non-recoverable withholding taxes, which are
disclosed separately in profit or loss. All other income and expenses are accounted for on an accruals basis.

Translation of foreign currency

Foreign currency transactions during the year are translated into Hong Kong dollars at the foreign exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies are translated into Hong Kong dollars at the foreign exchange rates

ruling at the date of statement of assets and liabilities. Exchange gains and losses are recognised in profit or loss.

Financial instruments

(i) Classification

All the investments including investments in the constituent stocks of the Index are acquired principally for the purposes of selling in the
short term and are held for trading. The Fund classifies all the investments into financial assets at fair value through profit or loss category.
Financial assets that are classified as receivables include distributions receivable, amounts receivable on sale of investments, amounts
receivable on subscription of units and other accounts receivable. Financial liabilities that are not at fair value through profit or loss include
amounts payable on purchase of investments, amounts payable on redemption of units, distributions payable, accrued expenses and
other payables.

(i) Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the contractual provisions of the
instruments.
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Notes on the Financial Statements (continued)

®

(@)

(h)

A regular purchase or sale of financial assets or financial liabilities at fair value through profit or loss is recognised on a trade date basis.
From this date, any gains and losses arising from changes in fair value of the financial assets or financial liabilities at fair value through
profit or loss are recorded.

(iii) Measurement

Financial instruments are measured initially at fair value (transaction price). Transaction costs on financial assets and financial liabilities at
fair value through profit or loss are expensed immediately.

Subsequent to initial recognition, all trading instruments are measured at fair value.

(iv) Fair value measurement principles
The fair value of financial instruments is generally based on their quoted market prices at the date of the statement of assets and liabilities
without any deduction of estimated future selling costs. Financial assets are priced at current bid prices while financial liabilities are
priced at current ask prices.

Gains and losses on investments are included in the profit or loss. Realised gains and losses on investments and unrealised gains and
losses on investments arising from a change in fair value are provided in note 7.

(v) Derecognition

A financial asset is derecognised when the contractual rights to receive the cash flows from the financial asset expire, or where the
financial asset together with substantially all the risks and rewards of ownership, have been transferred.

Assets held for trading that are sold are derecognised and corresponding receivables from brokers are recognised as of the date the
Fund commits to sell the assets.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or expires.

On derecognition of a financial asset, the difference between the carrying value of the asset and the consideration received is recognised
in profit or loss.

Related parties
For the purposes of these financial statements, a party is considered to be related to the Fund if:

(i) the party has the ability, directly or indirectly, through one or more intermediaries, to control the Fund or exercise significant influence over
the Fund in making financial and operating policy decisions, or has joint control over the Fund;

(ii) the Fund and the party are subject to common control;
(iii) the party is a subsidiary, an associate of the Fund or a joint venture in which the Fund is a venturer;

(iv) the party is a member of key management personnel of the Fund or the Fund’s parent, or a close family member of such an individual, or
is an entity under the control, joint control or significant influence of such individuals;

(v) the party is a close family member of a party referred to in (i) or is an entity under the control, joint control or significant influence of such
individuals; or

(vi) the party is a post-employment benefit plan which is for the benefit of employees of the Fund or of any entity that is a related party of the
Fund.

Close family members of an individual are those family members who may be expected to influence, or be influenced by, that individual in their
dealings with the Fund.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial institutions, and short-term,
highly liquid investments that are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in
value, having been within three months of maturity at acquisition. Bank overdrafts that are repayable on demand and form an integral part of
the Fund’s cash management are included as a component of cash and cash equivalents for the purpose of the cash flow statement.

Units in issue

The Fund classifies financial instruments issued as financial liabilities or equity instruments in accordance with the substance of the contractual
terms of the instruments.

The Fund has one class of redeemable units in issue. This is the most subordinate class of financial instruments in the Fund and ranks pari
passu in all material respects and has identical terms and conditions. The redeemable units provide investors with the right to require
redemption for cash at a value proportionate to the investor's share in the Fund's net assets at each redemption date and also in the event of
the Fund's liquidation.
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Notes on the Financial Statements (continued)

0]

A puttable financial instrument that includes a contractual obligation for the issuer to repurchase or redeem that instrument for cash or another
financial asset is classified as equity instruments if it meets the following conditions:

(i) it entitles the holder to a pro rata share of the entity’s net assets in the event of the Fund'’s liquidation;
(ii) itisin the class of instruments that is subordinate to all other classes of instruments;
(iii)  all financial instruments in the class of instruments that is subordinate to all other classes of instruments have identical features;

(iv) apart from the contractual obligation for the Fund to repurchase or redeem the instrument for cash or another financial asset, the
instrument does not include any other features that would require classification as a liability; and

(v) the total expected cash flows attributable to the instrument over its life are based substantially on the profit or loss, the change in the
recognised net assets or the change in the fair value of the recognised and unrecognised net assets of the Funds over the life of the
instrument.

The Fund's redeemable units meet all of these conditions and are classified as equity.
Segment reporting

An operating segment is a component of the Fund that engages in business activities from which they may earn revenues and incur expenses,
including revenues and expenses that relate to transactions with any of the Fund's other components, whose operating results are reviewed
regularly by the chief operating decision maker to make decisions about resources allocated to the segment and assess its performance, and
for which discrete financial information is available. Segment results that are reported to the chief operating decision maker include items
directly attributable to a segment as well as those that can be allocated on a reasonable basis. The chief operating decision maker of the
Funds is identified as the Manager, Hang Seng Investment Management Limited.

3 Changes in accounting policies

The HKICPA has issued one new HKFRS, a number of amendments to HKFRSs and new Interpretations that are first effective for the current
accounting period of the Fund. Of these, the following developments are relevant to the Fund’s financial statements:

0]

(ii)
(iii)
(iv)

HKAS 1 (revised 2007), Presentation of financial statements

Amendments to HKAS 32, Financial instruments: Presentation, and HKAS 1, Presentation of financial statements - Puttable financial
instruments and obligations arising on liquidation

Amendments to HKFRS 7, Financial instruments: Disclosures - Improving disclosures about financial instruments

HKFRS 8, Operating segments

The impact of these developments is as follows:

()

(iif)

As a result of the adoption of HKAS 1 (revised 2007), all transactions with equity owners have been presented in the statement of changes in
equity, whereas all other items of income and expense are presented in the statement of comprehensive income.

The application of the revised standard did not have any impact on the Fund's financial statements as the Fund has no components of other
comprehensive income other than profit or loss for the period.

The Fund has applied amendments to HKAS 32 and HKAS 1 that provide exemptions from financial liabilities classification for:

- puttable financial instruments that meet certain conditions; and
- certain instruments, or components of instruments that impose on the entity an obligation to deliver to another party a pro rata share of the
net assets of the entity only on liquidation

The application of the amendments resulted in the reclassification of the Fund's redeemable units, which are puttable instruments, from
financial liabilities to equity instrument (see "Significant accounting policies"). The amendments have been applied retrospectively and the
statement of assets and liabilities as at the beginning of the earliest comparative period has been re-presented.

The line items of the financial statements affected by the reclassification are illustrated on page 15.

The Fund has applied amendments to HKFRS 7, which requires enhanced disclosures about fair value measurements and liquidity risk in
respect of financial instruments.

The amendments require that fair value measurement disclosures use a three-level fair value hierarchy that reflects the significance of the
inputs used in measuring fair values of financial instruments. Specific disclosures are required when fair value measurements are categorised
as Level 3 (significant unobservable inputs) in the fair value hierarchy. The amendments require that any significant transfer between Level 1
and Level 2 of the fair value hierarchy be disclosed separately, distinguishing between transfers into and out of each level. Furthermore,
changes in valuation techniques from one period to another, including the reasons therefore, are required to be disclosed for each class of
financial instruments.

The Fund has taken advantage of the transitional provisions set out in the amendments to HKFRS 7, under which comparative information for

the newly required disclosures about the fair value measurements of financial instruments has not been provided. Revised disclosures in
respect of fair values of financial instruments are included in note 12.
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Notes on the Financial Statements (continued)

(iv) HKFRS 8 replaces HKAS 14 and expands the scope to include entities that file, or are in the process of filing, their financial statements with
securities commissions or other regulatory organisations for the purposes of issuing any class of instruments in public market. The standard is
applicable to the financial statements as the Fund is authorised by the SFC under Section 104(1) of HKSFO to issue units to the public in Hong
Kong and are required to file these financial statements with the SFC.

The standard requires segment disclosure to be based on the way that the Fund’s management in assessing segment performance and
making decisions about operating matters. The Manager considers that the Fund has only one operating segment (see note 13).

The Fund has not applied any new standard or Interpretation that is not yet effective for the current accounting period.
4 Taxation

No provision for Hong Kong Profits Tax has been made in the financial statements as the income of the Fund is exempt from taxation under Section
26A(1A) of the Hong Kong Inland Revenue Ordinance.

Taxation for the year represents non-recoverable withholding tax on dividend income.
5 Financial instruments and associated risks

The Fund maintains investment portfolio in the constituent stocks of the Index as dictated by its investment management strategy, but is not limited
to equity instruments. The Fund’s investment objective is to match, before expenses, as closely as practicable, the performance of the Index against
which the Fund is benchmarked. The Manager primarily adopts a replication strategy to achieve the investment objective of the Fund. When there is
a change in the constituent stock of the Index or the weighting of the constituent stocks in the Index, the Manager will be responsible for
implementing any adjustment to the Fund’s portfolio of stocks to ensure that the Fund’s investment portfolio closely corresponds to the composition
of the Index and the weighting of each constituent stock. Details of such investments held as at 31 December 2009 are shown in the Investment
Portfolio.

The nature and extent of the financial instruments outstanding at the year end date and the risk management policies employed by the Fund are
discussed below.

(@) Market risk

Market risk arises when the fair value and future cash flows of a financial instrument will fluctuate because of changes in market prices and
includes currency risk, interest rate risk and price risk.

(i) Currency risk

As all the financial assets and liabilities of the Fund are denominated in Hong Kong dollars, the functional currency, the Fund has limited
exposure to currency risk.

(i) Interest rate risk

Interest rate risk arises from changes in interest rates which may inversely affect the value of interest bearing assets and therefore result
in potential gain or loss to the Fund. Except for bank deposits, all the financial assets and liabilities of the Fund are non-interest bearing.
As a result, the Fund has limited exposure to interest rate risk.

(iii) Pricerisk

Price risk is the risk that the value of instrument will fluctuate as a result of changes in market prices (other than those arising from
interest rate risk or currency risk), whether caused by factors specific to an individual investment, its issuer or all factors affecting all
instruments traded in the market.

The Manager constructs the portfolio through adopting replication strategy. The Fund is not actively managed and the Manager does not
have the discretion to select stocks or to take defensive position in declining market. Hence, any fall in the underlying index will result in a
corresponding fall in the value of the Fund.

All investments of the Fund are constituent stocks of the Index listed on The Stock Exchange of Hong Kong Limited (“SEHK”). A 20%
(2008:20%) increase in the Index at 31 December 2009, other variables held constant, it is estimated that the net assets attributable to
unitholders would increase by HKD 4,888,440,133 (2008: HKD 2,712,511,010); an equal change in the opposite direction, the net assets
attributable to unitholders would decrease by an equal but opposite amount.

(b) Creditrisk

Credit risk arising on transactions with brokers relates to transactions awaiting settlement. Risk relating to unsettled transactions is considered
small due to the short settlement period involved and the high quality of the brokers used. The Fund monitors the credit rating and financial
positions of the brokers used to further mitigate this risk.

All of the assets of the Fund are safe-kept by American International Assurance Company (Trustee) Limited (the “Trustee”). Bankruptcy or
insolvency of the Trustee may cause the Fund's rights with respect to the assets safe-kept by the Trustee to be delayed or limited. The
Manager monitors the credit quality of the Trustee on an on-going basis.

All of the investments of the Fund are held by the Hongkong and Shanghai Banking Corporation Limited (the “Custodian”). Bankruptcy or

insolvency of the Custodian may cause the Fund’s rights with respect to investments held by the Custodian to be delayed or limited. The
Manager monitors the risk by monitoring the credit rating of the Custodian on an on-going basis.
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()

(d)

Maijority of the cash held by the Fund is deposited with Hang Seng Bank Limited, The Hongkong and Shanghai Banking Corporation Limited
and JP Morgan Chase Bank N.A. HK (the "banks"). Bankruptcy or insolvency of the banks may cause the Fund’s rights with respect to the
cash held by the banks to be delayed or limited. The Fund monitors its risk by monitoring the credit rating of these banks on an on-going basis.
If the credit rating of these banks deteriorates significantly the Manager will move the cash holdings to another bank.

Other than outlined above, there were no significant concentrations of credit risk to counterparties at 31 December 2009 and 31 December
2008.

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations arising from its financial liabilities that are settled by
delivering cash or another financial asset, or that such obligations will have to be settled in a manner disadvantageous to the Fund.

The Fund's policy and the Manager's approach to manage liquidity is to have sufficient liquidity to meet its liability including estimated
redemption of units, as and when due, without incurring undue losses or risking damage to the Fund's reputation.

The Fund's Hong Kong Offering Document (“Offering Document”) provides for the daily creation and cancellation of units and it is therefore
exposed to the liquidity of meeting unitholder redemptions daily. All other financial liabilities are repayable on demand or have contractual
maturities less than three months.

The Fund's majority of financial assets are listed equity investments which are considered to be readily realisable as they are all listed on the
SEHK. As a result, the Fund is able to liquidate quickly its investments in order to meet its liquidity requirements.

The Fund's liquidity risk is managed on a daily basis by the Manager in accordance with the policies and procedures in place. The Fund's
redemption policy allows redemption to be made:

- through participating dealers by any investor with a basket of constituent stocks of the Index and a minor cash component at a minimum
of 50,000 units; and

- through the Manager by the feeder funds, Hang Seng Index Fund and Hang Seng Index Tracking Fund, with a basket of constituent
stocks of the Index and a minor cash component or wholly with cash at a minimum of 1 unit.

The Manager has the right to declare suspension of unitholders' right to redeem units under certain conditions, such as SEHK is closed;
dealings on the SEHK or the Hong Kong Futures Exchange Limited are restricted or suspended; or the Index is not complied or published, etc.
in accordance with the Offering Document.

Capital management

The Fund's capital as at the year end date is represented by its redeemable units.

The Fund's objective in managing the capital is to ensure a stable and strong base to maximise returns to all investors, and to manage liquidity
risk arising from the redemptions. The Manager manages the capital of the Fund in accordance with the Fund's investment objectives and
policies stated in the Offering Document.

There were no changes in the policies and procedures during the year with respect to the Fund's approach to its capital management.

The Fund is not subject to externally imposed capital requirements.

The amount and the movement of equity are stated in the statement of changes in equity. As the redeemable units are redeemed on demand
at the unitholders' option, the actual level of redemption may differ significantly from the historic experience.

6 Interest income

During the year, the Fund earned all its interest income from cash and cash equivalents.

7 Gains and losses on investments

During the year, the Fund disposed of equities and earned or incurred realised and unrealised gains and losses as shown on page 17.

8 Transactions with related parties

The following is a summary of transactions with related parties during the year which were entered into in the ordinary course of business and under
normal commercial terms:

(a)

(b)

Hang Seng Investment Management Limited (“HSIM”), a wholly-owned subsidiary of Hang Seng Bank Limited (“HSB”), which is a member of
the HSBC Group, is the Manager of the Fund. HSIM earns management fees at a maximum rate of 1% of net asset value per annum. HSIM
received less than the full management fees to which it was entitled from the Fund during the year and waived its right to the difference.
Management fees are calculated as at each dealing date and payable monthly. Management fees payable to the Manager at the year end date
is HKD 1,037,274 (2008: HKD 629,175).

American International Assurance Company (Trustee) Limited is the Trustee of the Fund and earns Trustee’s fee at a maximum rate of 0.15%
of net asset value per annum. The Trustee received less than the full trustee’s fee to which it was entitled from the Fund during the year and
waived its right to the difference. Trustee’s fee is calculated as at each dealing day and payable monthly. Trustee’s fee payable at the year end
is HKD 865,581 (2008: HKD 636,565).
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Notes on the Financial Statements (continued)

(c) The Fund utilises the services of Hang Seng Securities Limited (“HSSL”), a wholly-owned subsidiary of HSB, in its purchase and sale of
investments. Details of such transactions executed and fees paid are shown on page 17.

(d) Commitment fee is paid to HSB for the unused portion of bank overdraft facility. Also, the Fund utilises the services of The Hongkong and
Shanghai Banking Corporation Limited (“HSBC”) in its depository of securities and paid securities expenses and safe custody charges to
HSBC. Details of such fees paid during the year are shown on page 17.

(e) The Fund has been licensed by HSI Services Limited (“HSI”) and Hang Seng Data Services Limited (“HSDS”) to use the Index to create, offer,
market and sell the Hang Seng Index ETF during the year. License and issue share data services fees paid to HSI and HSDS are described
on page 17.

(f) Certain bank accounts are maintained with HSBC and HSB. The respective bank balances at 31 December 2009 were HKD 108,940,568
(2008: HKD 8,512,001) and HKD 23,503 (2008: HKD 24,106). The interest income earned from the HSBC bank account during the year is
HKD 6,126 (2008: HKD 734,477).

(g) During the year, the Fund made investments in the stocks of HSBC Holdings Plc and Hang Seng Bank Ltd. Details of such investments held
as at 31 December 2009 are shown in the Investment Portfolio.

Dividend income earned from these investments during the year and dividend receivable as at 31 December 2009 are shown on page 17.

(h) HSBC Provident Fund Trustee (Hong Kong) Limited, a member of the HSBC Group, is the Administrator of the Fund and earns fees for
providing various services to the Fund during the year as shown on page 18.

(i) Hang Seng Index Fund, Hang Seng Index Leveraged 150 Fund and Hang Seng Index Tracking Fund which are funds managed by HSIM,
invest in the Fund and earn the Fund’s distributions to unitholders. At the year end date, these funds held 109,018,718 units (2008: 91,813,946
units). During the year, distributions to unitholders earned by these funds were HKD 483,765,060 (2008: HKD 636,596,230) and distributions
payable to these funds at the year end date is HKD 217,343,336 (2008: HKD 256,256,414).

(i) The Fund paid bank overdraft interest of HKD 119 (2008: HKD 264) to HSB during the year.

(k) Hang Seng Index Tracking Fund, which is managed by HSIM, subscribed 43,043,729 units (2008: 31,671,111 units) and redeemed
26,625,957 units (2008: 18,305,464 units) of the Fund, at amounts of HKD 7,492,398,730 (2008: HKD 6,142,338,158) and HKD 4,952,363,743
(2008: HKD 3,729,592,856) respectively during the year.

9 Units in issue
For the movement of units in issue, please refer to page 18.
10 Reconciliation of Net Asset Values

The Trustee and the Manager would like to highlight that the principles for calculating the published unit price as set out in the Offering Document
are different from those required for calculating the net assets attributable to unitholders and hence the corresponding net asset value per unit for
financial reporting purposes under HKFRSs. The net assets attributable to unitholders as reported in the financial statements are therefore different
from the adjusted total net assets for valuation purposes at the reporting dates. The reconciliation between the net assets attributable to unitholders
as reported in the financial statements and the adjusted total net assets for valuation purposes is shown in the table on page 18.

11 Soft dollar commission
As regards to the Fund, the Manager has not entered into any soft dollar commission arrangements with brokers.
12 Fair value information

The Fund'’s financial instruments are measured at fair value on the date of the statement of assets and liabilities. Fair value estimates are made at
a specified point in time, based on market conditions and information about the financial instruments. Usually, fair value can be reliably determined
within a reasonable range of estimates. For certain other financial instruments, including distributions receivable, amounts receivable on sale of
investments, amounts receivable on subscription of units, other accounts receivable, cash and cash equivalents, amounts payable on purchase of
investments, amounts payable on redemption of units, accrued expenses and other payables and distributions payable, the carrying amounts
approximate fair value due to the immediate or short-term nature of these financial instruments.

Valuation of financial instruments
The Fund's accounting policy on fair value measurements is detailed in accounting policy in note 2e(iv).
The Fund measures fair values using the three levels of fair value hierarchy defined in HKFRS 7, Financial Instruments: Disclosures, with the fair

value of each financial instrument categorized in its entirety based on the lowest level of input that is significant to that fair value measurement. The
levels are as defined as follows:

Level 1 (highest level): fair values measured using quoted prices (unadjusted) in active markets for identical financial instruments

Level 2: fair values measured using quoted prices in active markets for similar financial instruments, or using valuation techniques in which all
significant inputs are directly based on observable market data

® | evel 3 (lowest level): fair values measured using valuation techniques in which any significant input is not based on observable market data.
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Notes on the Financial Statements (continued)

All investments held by the Fund are listed on SEHK and their fair values are based on quoted market prices in active markets. For all other
financial instruments, their carrying amounts approximate fair value due to the intermediate or short-term nature of these financial instruments.

The table on page 19 presents the carrying value of financial instruments measured at fair value at the date of the statement of assets and liabilities
across the three levels of fair value hierarchy.

13 Segment information

The Manager makes strategic resource allocation on behalf of the Fund and determines operating segments based on internal reports reviewed
which are used to make strategic decisions.

The Manager considers that the Fund has one single operating segment based on one single integrated investment strategy by investing in
constituent stocks of the Index with the objective to match, before expenses, as closely as practicable, the performance of the Index as stipulated in
the Offering Document. There were no changes in the operating segment during the year.

All revenues generated by the Fund are from listed equities. The segment information provided to the Manager is the same as that disclosed in the
statement of comprehensive income and statement of assets and liabilities.

The Fund is domiciled in Hong Kong. All of the Fund’s income from investments is from equities listed in Hong Kong.
14 Comparative figures

As a result of the application of certain new and revised HKFRSs, certain comparative figures have been adjusted to conform to current year's
presentation or added to provide comparative amounts in respect of items disclosed for the first time in 2009. Further details of these developments
are disclosed in note 3.

15 Possible impact of amendments, new standards and interpretations issued but not yet effective for the
year ended 31 December 2009

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments, new standards and interpretations which
are not yet effective for the year ended 31 December 2009 and which have not been adopted in these financial statements.

Of these developments, the following relates to matters that may be relevant to the Fund’s operations and financial statements:

Effective for accounting periods
beginning on or after

HKFRS 9 Financial instruments 1 January 2013

The Fund is currently in the process of evaluating the potential impact of this standard. The standard is not expected to have a significant impact on
the financial statements since the majority of the Fund’s financial assets are classified as financial assets at fair value through profit or loss.
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Performance of the Hang Seng Index and Hang Seng Index ETF
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From 1 January 2009 to 31 December 2009

FJWAFHETV R
Performance in HK Dollar

ﬁLf,/}‘F‘@?Fundllndex
3 ?ﬁiﬁ[ TljF£* Hang Seng Index ETF * 55.58%
T ;vpgrr# Hang Seng Index * 56.43%

¥ ¥fi: HSBC Provident Fund Trustee (Hong Kong) Limited » {fi % TF[E)’T?J LY ’F[J 0
Source: HSBC Provident Fund Trustee (Hong Kong) Limited and Hang Seng Indexes Company Limited.
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* Performance is calculated in base currency with NAV to NAV, dividend reinvestment.

R R R O SRR BT o R AT R A 3
# performance is calculated in total return with dividend reinvestment, net of PRC withholding tax.
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Investors should note that investment involves risks and not all investment risks are predictable. Prices of fund units may go up as well as down
and past performance information presented is not indicative of future performance. Investors should read the Hong Kong Offering Document of
Hang Seng Index ETF (including the full text of the risk factors stated therein (such as the arrangement in the event that the Hang Seng Index
ETF is delisted)) in detail before making any investment decision.
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Hang Seng Index ETF — Comparison of Daily Closing Price and Net Asset Value per Unit
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HERR BT

Hang Seng Index Constituent Stocks Disclosure

IR EE2000F 12131 ET > i R0 TR ) F TP ek Dby
Those constituent stocks that accounted for more than 10% of the weighting of the Hang Seng Index (the "Index") as at 31 December 2009.

1 RS (757t
Welghting of the Index (%)

Constituent Stocks

&L 7% HSBC Holdings 14.65%
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Report on Investment Overweightin Const|tuent Stocks of the Hang Seng Index by the Fund
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From 1 January 2009 to 31 December 2009
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As stated in the Hong Kong Offering Document of the Fund, if a representative sampling strategy is implemented when investing for the Fund, the
Manager (Hang Seng Investment Management Limited) will apply such strategy in accordance with the Fund’s relevant investment restrictions
thereby enabling the Manager to overweight the constituent stocks of the Hang Seng Index (the “Index”) relative to their respective weightings in
the Index in accordance with the below limits.

Stock's weighting in the Index Maximum extra weighting to be allocated
Below 10% 4%'
10%-30% 4%
30%-50% 3%
Above 50% 2%

' Where the weighting of a constituent stock in the Index is below 10% and if the total allocation to this constituent stock is still below 10% after
allocating the maximum extra weighting of 4%, the total allocation to it may be adjusted up to maximum of 10%.

During the year from 1 January 2009 to 31 December 2009, the Manager has complied in full with the above maximum extra weighting.
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