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Performance Table
AR
Price Record
2010 2009 2008 2007 2006 2005 2004
O OBIS Py RIS BIE O Epy BIE O Hpy BE O H BE O Hpy BE
wE i REE MR FER B RER PR BRSO BRE o RER Mg REE R
Highest Lowest 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 Offer Price Bid Price
W
HKD 143.21 108.15 138.12 65.85 161.67 50.32 204.94 85.48 104.04 54.34 55.62 45.31 54.10 35.56
SRR R
Net Asset Value Per Unit
2010F 12731} ! 2009 12F |31} ! 2008 12|31} ! 2007 F 12|31} !
As at 31 December 2010 As at 31 December 2009 As at 31 December 2008 As at 31 December 2007
T
HKD 126.81 127.89 78.90 161.27
PR R S YRS
Total Net Assets Attributable to Unitholders
2010 12|31} ! 20097 12|31} ! 2008 12531} ! 2007 F 12|31} !
As at 31 December 2010 As at 31 December 2009 As at 31 December 2008 As at 31 December 2007
W
HKD 20,738,080,114 16,905,414,911 8,039,043,420 13,065,493,913
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HSBC Provident Fund Trustee (Hong Kong) Limited
2011F 45|26} !

To the unitholders of Hang Seng H-Share 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 18 November 2003, for the year ended 31 December 2010.

HSBC Provident Fund Trustee (Hong Kong) Limited
26 April 2011
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Independent Auditor’s Report

Independent Auditor's Report to the Unitholders of Hang Seng H-Share Index ETF (the "Fund")

We have audited the financial statements of the Fund set out on page 8 to 23, which comprise the statement of assets and liabilities as at 31 December 2010, the statement of
comprehensive income, statement of changes in equity, cash flow statement and the distribution statement for the year then ended, and a summary of significant accounting
policies and other explanatory information.

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

The Manager and the Trustee are responsible for the preparation of financial statements that give a true and fair view in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public Accountants and for such internal control as the Manager and the Trustee determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In addition, the Manager and the Trustee also have responsbility to ensure that the financial statements comply with the relevant disclosure provisions of the Trust Deed, as
amended, and the relevant disclsoure requirements set out in Appendix E to the Hong Kong Code on Unit Trusts and Mutual Funds issued by the Hong Kong Securities and
Futures Commission ("the Code").

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 about 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 of the financial statements that give a true and fair view 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 2010 and of its transactions and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards.

Report on disclosure requirements under the Code

We report that the financial statements have been properly prepared in accordance with the relevant disclosure provisions of the Trust Deed, as amended, and the relevant
disclosure requirements set out in the Code.

KPMG

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

Central, Hong Kong

26 April 2011
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Investment Portfolio

2010 12E]31F! as at 31 December 2010

T
Ml RSYREEE

(7 % of Total Net
%‘,%ﬁ»_’—ﬁ J}ff%’}’ e grE! Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HK$) to Unitholders
%‘,%ﬁ»’#}‘% Hong Kong Equities
?ﬂ%’!lﬁlﬁﬂiﬁ Consumer Goods
FLI e B M Dongfeng Motor Group 21,945,354 292,751,022 1.41%
% J‘Hifn‘gl Guangzhou Automobile 17,898,000 191,150,640 0.92%
[ B Sinopharm Group 5,301,864 143,415,421 0.69%
?J Hpg’,ﬁgl Tsingtao Brewery 2,384,743 96,582,092 0.47%
723,899,175 3.49%
ﬁ:i’;’l Energy
P M;'thm China Coal Energy 33,217,172 401,927,781 1.94%
FINRIEE VRAST China Oilfield Services 12,417,774 207,625,181 1.00%
FHBIT == China Petroleum & Chemical 135,716,055 1,005,655,968 4.85%
Fl 1t H:(@ China Shenhua Energy 27,491,086 894,834,849 4.31%
FHBIT =R PetroChina 170,648,632 1,723,551,183 8.31%
VagiifeE 4 Yanzhou Coal Mining 15,837,601 373,767,384 1.80%
4,607,362,346 22.21%
SR Financials
Pl L 5L Agricultural Bank of China 186,462,000 725,337,180 3.50%
Bank of China 502,786,745 2,051,369,920 9.89%
Bank of Communications 53,631,269 419,396,524 2.02%
A China CITIC Bank 55,169,654 277,503,360 1.34%
Pl el China Construction Bank 298,382,945 2,076,745,297 10.01%
Pl * Ze i b China Life Insurance 60,183,331 1,904,802,426 9.19%
Pigeel China Merchants Bank 31,624,300 619,203,794 2.99%
FLW}J:& L= China Minsheng Bank 33,379,413 221,639,302 1.07%
Pl 2 (i China Pacific Insurance 8,418,471 271,074,766 1.31%
i~ @J{%‘L.‘T Industrial and Commercial Bank of China 346,326,572 1,998,304,320 9.63%
FHESIFA PG PICC Property & Casualty 19,567,297 219,545,072 1.06%
H 1RSI 5l P Ping An Insurance 13,869,590 1,201,106,494 5.79%
11,986,028,455 57.80%
FYFE[ Information Technology
(a5 i} BYD 4,169,433 170,321,338 0.82%
=T ZTE Corp 4,246,310 131,210,979 0.64%
301,532,317 1.46%
RUFFR] Materials
fl |[§&f§:ﬂ$5 Aluminum Corporation of China 31,900,336 226,173,382 1.09%
ke Angang Steel 8,784,258 104,005,615 0.50%
ISYUNEE § Jiangxi Copper 11,218,432 286,070,016 1.38%
=E prgz;{f & [l Zijin Mining Group 32,393,022 229,666,526 1.11%
845,915,539 4.08%
el %=1 Properties & Construction
AR Anhui Conch Cement 6,655,965 241,278,731 1.17%
s Jm;a—' F%“ China Communications Construction 35,814,756 242,824,046 1.17%
Pl T China National Building Material 11,646,651 205,912,790 0.99%
e China Railway Construction 15,951,088 149,302,184 0.72%
FHESI] 148 China Railway 32,325,234 181,021,310 0.87%
ik Guangzhou R&F Properties 8,209,408 89,810,924 0.43%
1,110,149,985 5.35%
£ Services
P B 2 Air China 17,818,146 155,196,052 0.75%
Pl China COSCO 20,875,277 172,012,282 0.83%
Fl AT 3 China Shipping Development 10,483,665 108,610,769 0.52%
435,819,103 2.10%
= Telecommunications
il I@salgqfﬁ China Telecom 112,237,064 452,315,368 2.18%
RRIEIE 4 Utilities
R B China Longyuan Power Group 16,445,448 117,091,590 0.57%
B Hih‘a&m}r—“% ] Huaneng Power International 24,709,197 101,307,708 0.49%
218,399,298 1.06%
AHLEY]]) @ Total Investments 20,681,421,586 99.73%
(A#E 7574 7 Total cost of investments - HKD18,824,805,784 # 7 )
HHEYE ?51_[?’1 Other Net Assets 56,658,528 0.27%
] m_‘#‘j £ & V7 afEYE 39 [ Total Net Assets Attributable to Unitholders 20,738,080,114 100.00%
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Statement of Movements in Portfolio Holdings

220105 12E]31F [ & # for the year ended 31 December 2010

BTGt
20105 LE[1f!

B g
2010 12E[31F!

“F‘,fﬁ_'—mw"é}’ Holdings as at e WP Holdings as at
Hong Kong Listed Investments 01 Jan 2010 Additions Disposals 31 Dec 2010
“F‘,fﬁ’i&‘“glj Hong Kong Equities
?F]%{*Pﬁlhgﬂiﬁ Consumer Goods
R Dongfeng Motor Group 16,651,465 11,424,157 6,130,268 21,945,354
I Guangzhou Automobile - 17,898,000 - 17,898,000
[z Sinopharm Group - 6,782,934 1,481,070 5,301,864
?J FLIPT Tsingtao Brewery 2,482,278 1,072,990 1,170,525 2,384,743
FeYR Energy
FHIEsI] M;lj:m China Coal Energy 23,942,969 17,451,447 8,177,244 33,217,172
FIRAIEIE RS China Oilfield Services 8,948,041 6,947,616 3,477,883 12,417,774
FITBSIT = China Petroleum & Chemical 97,822,644 75,803,040 37,909,629 135,716,055
RHEEGES F‘J:ifrj China Shenhua Energy 19,815,487 15,356,138 7,680,539 27,491,086
FHBIT =R PetroChina 123,002,519 95,317,731 47,671,618 170,648,632
He s Yanzhou Coal Mining 11,415,630 8,845,300 4,423,329 15,837,601
ER Financials
Flipst S G2l Agricultural Bank of China - 186,462,000 - 186,462,000
FHESEEL Bank of China 443,172,047 233,683,236 174,068,538 502,786,745
i Bank of Communications 80,673,686 37,847,750 64,890,167 53,631,269
fEl i China CITIC Bank 39,764,740 30,815,916 15,411,002 55,169,654
Al China Construction Bank 383,724,790 171,660,450 257,002,295 298,382,945
FIES ~ 5 e China Life Insurance 43,378,601 28,872,062 12,067,332 60,183,331
fryel= China Merchants Bank 20,176,617 20,279,355 8,831,672 31,624,300
JI[@W?J; L China Minsheng Bank - 41,802,561 8,423,148 33,379,413
Fl 1fgsi= 2 2 il i China Pacific Insurance - 9,446,674 1,028,203 8,418,471
Flifgst FﬁJ%LH Industrial and Commercial Bank of China 363,145,854 173,843,520 190,662,802 346,326,572
Fl 1B i PICC Property & Casualty 14,103,878 10,935,643 5,472,224 19,567,297
Fl gt < il i Ping An Insurance 8,205,462 8,973,781 3,309,653 13,869,590
z %gilﬁ]h Industrial Goods
Pﬁ@ii?‘u;’ifﬁ?ﬁﬁj Harbin Power Equipment 3,941,077 1,272,020 5,213,097
X ibﬁ’ﬁik Shanghai Electric 17,332,906 9,885,620 27,218,526
YR Information Technology
[t P BYD 4,622,883 1,902,550 2,356,000 4,169,433
IESTIE ZTE Corp - 5,231,957 985,647 4,246,310
'F[ﬁ'i[s[ Materials
il I[ﬁﬁlﬁﬂi' Aluminum Corporation of China 22,991,867 17,829,395 8,920,926 31,900,336
e ar Angang Steel 6,332,623 4,914,197 2,462,562 8,784,258
i;‘,ﬂ;ﬁ%l |15 China Molybdenum 7,642,541 2,464,440 10,106,981 -
EMAEE 4 Jiangxi Copper 8,086,128 6,267,868 3,135,564 11,218,432
ROl Ehos Maanshan Iron & Steel 10,103,085 3,256,060 13,359,145 -
FIUBSIE = AT (= Sinopec Shanghai Petrochemical 13,584,393 4,375,920 17,960,313 -
=& ﬁ%i’ Bl Zijin Mining Group 23,348,923 18,096,129 9,052,030 32,393,022
el ¥4 Properties & Construction
P P Anhui Conch Cement 2,525,196 5,515,346 1,384,577 6,655,965
s ﬂ;ﬁ—'ri“ China Communications Construction 25,813,849 20,004,383 10,003,476 35,814,756
Pl FF China National Building Material 7,003,204 7,499,762 2,856,315 11,646,651
Fls e China Railway Construction 12,102,896 8,303,891 4,455,699 15,951,088
FHESI] 158 China Railway 24,525,806 16,830,635 9,031,207 32,325,234
ik Guangzhou R&F Properties 5,917,256 4,585,632 2,293,480 8,209,408
IRF5 Services
Fl 1 e 2 Air China 12,842,892 9,958,856 4,983,602 17,818,146
j:ﬁlf’y}ﬂﬁﬁﬁlﬂﬁvﬁ%@ Beijing Capital International Airport 10,954,410 3,530,540 14,484,950 -
Pl China COSCO 15,046,188 11,659,022 5,829,933 20,875,277
Fl h& ;;,E%“ﬁggﬁj China Shipping Container Lines 20,774,524 6,694,720 27,469,244 -
Fl AT 5 China Shipping Development 7,555,974 5,865,089 2,937,398 10,483,665
I~ g&;g,h’mﬁ,rjf N Jiangsu Expressway 7,123,655 2,295,800 9,419,455 -
W imﬂap]ﬁiq;@ ShE Zhejiang Expressway 8,360,719 6,230,140 14,590,859
Telecommunications
China Communication Services 11,618,812 3,743,800 15,362,612 -
China Telecom 80,900,501 62,691,449 31,354,886 112,237,064
RE(E Utilities
I B [ China Longyuan Power Group - 18,454,935 2,009,487 16,445,448
kﬁ, [asawii?ﬁ'ﬁ—b Datang International Power Generation 19,331,998 13,227,123 32,559,121 -
Huaneng Power International 17,810,230 13,801,216 6,902,249 24,709,197

# e
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Statement of Assets and Liabilities

2010 12E]31F! as at 31 December 2010

2010 2009
sz (H7+) ()
Notes (HKD) (HKD)
F¥ig Assets
o f%’f [ g F RIS Investments at fair value through profit or loss 411 20,681,421,586 16,887,100,077
FERGE %i*f%‘f’#d Cash and cash equivalents 7(e) 184,224,846 74,123,609
E’}@m[@ Total Assets 20,865,646,432 16,961,223,686
F1ff Liabilities
Mgl 8t (5] 71 Amounts payable on redemption of units . 41,520
SEHRAR ] 2 97k ( F2F Accrued expenses and other payables 7(a)&(b) 13,088,860 10,262,949
(134 53 V(i Distributions Payable 7(h) 114,477,458 45,504,306
Ej @33@1@ Total liabilities 127,566,318 55,808,775
] "\j‘:}?‘j?] b VEYE 9 @ Net assets attributable to unitholders 9 20,738,080,114 16,905,414,911
[t Representing:
@H}ﬁéﬂ@ Total Equity 20,738,080,114 16,905,414,911
I g Fﬁ’f i g7 E 1 Total number of units in issue 7(h).8 163,539,226 132,186,722
& B0 Y 19 i Net asset value per unit 126.81 127.89

IO WHLE REER 2001 45| 26 F e M ARIERE 5 «

Approved and authorised for issue by the Trustee and the Manager on 26 April 2011.

V13 = 23 FIfOIHE i ST Ao I ©
The notes on pages 13 to 23 form part of the financial statements.

% For and on behalf of
7 * Trustee

}
} .\;/‘.
} HSBC Provident Fund Trustee (Hong Kong) Limited

} 4% For and on behalf of

} BL& A2 Manager
} {1 % $EEVTE E R i) Hang Seng Investment Management Limited
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Statement of Comprehensive Income

220105 12E]31F ! |- B for the year ended 31 December 2010

' o=
20107 12|31} ! 20097 12|31} !
=7 =7
Year ended Year ended
31 December 2010 31 December 2009
=4 (H7+) (#7+)
Notes (HKD) (HKD)
I Income
HEEL]s ™ Dividend income 467,060,369 292,413,718
F[EL]® ™ Interest income 5,7(e) 12,001 3,661
467,072,370 292,417,379
F¥H | Expenses
FEEHTPY £ Auditor's remuneration (200,050) (276,353)
HrE1{'Y Management fees 7(a) (109,838,636) (69,288,629)
}jr‘%“ﬁ’ﬁ 'y Registrar's fees 7(b) (15,600) (15,600)
Eisal ?ﬁk& &L= 77 | Safe custody and bank charges 7(c)&(9) (2,074,891) (1,830,673)
FETFIH'YH | Sundry expenses 7(d) (8,376,337) (5,165,831)
ey BAEYH | Investment transaction costs 7(c) (12,112,932) (3,615,137)
=07 » V3 pAiY Transaction fees paid to trustee 7(b) (139,700) (88,600)
AT ' Trustee's fees 7(b) (9,736,797) (6,283,224)
fFr, ff4's Valuation fees 7(b) (99,600) (99,600)
(142,594,543) (86,663,647)
T TLE RO 24 e
Income attributable to unitholders before gains on investments 324,477,827 205,753,732
FE¥FIS2E Gains on investments
Hreys5 %% Net gains on investments 6 378,590,759 5,926,722,424
%5197 | Securities expenses 7(c) (881,006) (879,370)
377,709,753 5,925,843,054
S ETRATYS £ R B A ) % poss
Income attributable to unitholders before finance costs 702,187,580 6,131,596,786
Eﬂ"g’}’ﬁ‘}qﬁ. Finance costs
FIJELY U Interest expenses 7() (317,649) (159,807)
iy I
Income attributable to unitholders before taxation 701,869,931 6,131,436,979
%22 Taxation 3 (47,408,451) (28,925,591
W B G ) S Pl R A R
Income attributable to unitholders and total comprehensive income for the year 654,461,480 6,102,511,388

BT13 % 2371 Elflﬂﬁ,%iﬁ‘ﬁ}‘i A D -
The notes on pages 13 to 23 form part of the financial statements.
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Statement of Changes in Equity

2201085 12E]31F [ |- % for the year ended 31 December 2010

2010 12|31} ! 2009 12|31} !
=7 =7
Year ended Year ended
31 December 2010 31 December 2009
s (#7+) (#7)
Notes (HKD) (HKD)
IR
Balance at beginning of year 16,905,414,911 8,039,043,420
TR ¢ Ol R R Rl
Income attributable to unitholders and total comprehensive income for the year 654,461,480 6,102,511,388
‘i‘ﬁ‘?‘ﬁj:&{(ﬂng‘f -'\j'#j'ej Mpud FJ:fPﬁlE‘F?#@HJ— TR
Transactions with owners (i.e. unitholders), recorded directly in equity
3= Bk e
Received and receivable on issue of units 7(i),8 6,496,126,778 5,407,222,867
B[ BT 5 ] s R
Paid and payable on redemption of units 7(i),8 (3,071,557,334) (2,469,801,534)
%'»?ﬁ fib ﬁ?J A flqu’rﬁj) VE
Distributions to unitholders 7(h) (246,365,721) (173,561,230)
‘i‘ﬁ‘?‘%ﬁ{(ﬂng‘f -'\j»#j'ej MpY T phagE
Total transactions with owners (i.e. unitholders) 3,178,203,723 2,763,860,103
¥4 818
Balance at year end 20,738,080,114 16,905,414,911

5713 % 231 EIU[([’TF%"?J’YI: AR A~ ﬁﬂ (e
The notes on pages 13 to 23 form part of the financial statements.
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Cash Flow Statement

220105 12E]31F ! |- B for the year ended 31 December 2010

20107 12731} ! 20097 127 |31} !
=7 =7
Year ended Year ended
31 December 2010 31 December 2009
(#7+) (H7+)
(HKD) (HKD)
%ﬁi?iﬁ;b Operating activities
FGECHTPY & Payment for auditor's remuneration (178,557) (163,540)
ﬁﬁ,ﬁiﬁ Payment for management fees (107,784,665) (65,656,828)
“Z g ' Payment for trustee's fees (9,574,644) (5,944,313)
¥ 47" ] Payment for investment transaction costs (12,112,932) (3,615,137)
TEE NV pAYY Y -] Payment for transaction fees paid to trustee (237,700) (74,600)
}jr‘%lf;ﬁ@ Payment for registrar's fees (15,600) (15,600)
[Ff[ fifrd's Payment for valuation fees (99,600) (99,600)
FEESAT SRR H | Payment for safe custody and bank charges (2,074,891) (1,830,673)
T pEET U Payment for other operating expenses (7,690,043) (4,376,921)
E ]ﬁ;ﬁg?}ﬁ?&ﬁ%‘;ﬂ_{é 9138 Net cash used in operating activities (139,768,632) (81,777,212)
}E“;}?F‘,E}’J Investing activities
5% 1" | Payment for securities expenses (881,006) (879,370)
JE L ™ et 7F Dividend income received 419,651,918 263,488,127
EriH F{ £ Interest received 12,001 3,661
Ly IF%' i R TF Proceeds from sale of investments 5,390,580,131 1,459,906,075
fE  $8 YA #7F Payment for purchase of investments (5,446,858,609) (1,666,814,507)
s E’l}&%}iﬁ;}bﬁ%fﬂg 938 Net cash generated from investing activities 362,504,435 55,703,986
Eﬂ?ﬁﬁ;}b Financing activities
FIIELY H Interest expenses (317,649) (159,807)
Eite Ef 11 B 3 7F1 Proceeds on issue of units 114,003,609 285,527,154
fealpin 1t B (v 1 Payments on redemption of units (48,927,957) (73,021,388)
Eﬁ v’\j'}‘fj‘*éj 2 55 VE D Y (] Distributions paid to unitholders (177,392,569) (178,951,197)
(BIFS) g E’lﬁﬁ%}iﬁ;}bﬁ%fﬂg 9138 Net cash (used in)/generated from financing activities (112,634,566) 33,394,762
FE P FE STEPARE N Netincrease in cash and cash equivalents 110,101,237 7,321,536
FLE|IFIVHEWEHE %‘fﬁ]‘#’a Cash and cash equivalents at 1 January 74,123,609 66,802,073
F1R2E[LEIVHEWEHE %‘fﬁ]‘#’d Cash and cash equivalents at 31 December 184,224,846 74,123,609

FERE T b
Major non-cash transactions:

(i) gz;g)?{jﬁﬂ M - B Rt fll[ﬁﬁlﬁ—iﬁi?ﬁgﬂzﬁ‘% G ﬁi,L {]Jf@ﬁﬁ6,382,123,169 (2009 : 5,121,695,713 #7+) > HFST'JE%M,SOO,OOOﬁLé’.?ﬁ"\j'(2009 : 50,700,000

During the year, unitholders subscribed for 54,500,000 units of the Fund (2009: 50,700,000) by tendering a basket of the constituent stocks of Hang Seng China Enterprises Index with a market
value of HKD 6,382,123,169 (2009: HKD 5,121,695,713).

(i

HEEE A TR E) 3 23,600,000 5L 1 64 (2000 ¢ 22,200,000 L 1 6) » I~ I I AR G35 0 L) 9 3,022,670,897 (2009 ¢
2,396,787,347 3 7 ) -

During the year, unitholders tendered 23,600,000 units of the Fund (2009: 22,200,000) in exchange for a basket of the constituent stocks of Hang Seng China Enterprises Index with a market
value of HKD 3,022,670,897 (2009: HKD 2,396,787,347).

5713 % 231 EIUK[’TF%"?H PR A~ ﬁﬂ (e
The notes on pages 13 to 23 form part of the financial statements.
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Distribution Statement

220105 12E]31F ! |- B for the year ended 31 December 2010

20107 12731} ! 20097 12|31} !
- A
Year ended Year ended
31 December 2010 31 December 2009
(#7+) (H7+)
(HKD) (HKD)
F AV 4
Undistributed income brought forward 23,027,685 13,515,322
F FTIL AR B 1 ) - s
Income attributable to unitholders before gains on investments 324,477,827 205,753,732
JY B
Investment transaction costs 12,112,932 3,615,137
FIE
Interest Expenses (317,649) (159,807)
AICf
Taxation (47,408,451) (28,925,591)
7 T A O SRR (g ﬁﬂ 73)
Income portion of received and receivable on issue of units 17,788,338 18,627,209
el 1 o ] R TR (0 )
Income portion of paid and payable on redemption of units (4,247,910) (15,837,087)
il LT ) s v & 4
Amount availlable for distribution to unitholders 325,432,772 196,588,915
:""Eﬁ"if'ﬁﬂ Rl T SRS
Distributions to unitholders (246,365,721) (173,561,230)
FRA SRV 248
Undistributed income carried forward 79,067,051 23,027,685
:1'-$ﬁ ﬁj’ﬁﬂ MR VRS ?ﬁ ri#) Distribution to unitholders per unit 0.80 1.10
j}ilf‘:‘:"?ﬁ ﬁj’ﬁ‘éj * fa | 14 Date of distribution to unitholders 20107 6525} ! 20097 65261
25 June 2010 26 June 2009
:1"%'1‘( i }f:ﬁ*éj NS ST VE(E ?ﬂ fi#) Distribution to unitholders per unit 0.70 0.36
73 1‘13":‘:"?1‘{ r’\j'}f:\]t*éj * fa |1 Date of distribution to unitholders 2010F 12517} ! 20097 127 )18} !
17 December 2010 18 December 2009
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6. fFERRELE

BRSO R RRE

2010 2009

74 HKD 74 HKD

=1l 1/ Realised gains/(losses) 574,136,622 (501,743,046)
%@*i’ﬂ'fﬁﬁ‘}gﬁj;’/ #igEs Movement on unrealised gains or losses (195,545,863) 6,428,465,470
1> %% Net gains on investments 378,590,759 5,926,722,424
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7. %ﬁ?ﬁ‘n‘ﬂﬁrﬁé

A

@)

(b)

(d)

(€

(9)
(h)

P TR B 2 e i

i BV E L L (TR SOV ) YRR B0 FY— 1 % B 02 VIR ) RLELS PURTER o ) SOV LS ISV AR D I AR 191 0%
BJ?$H9°5”¢@[J['i%53“$Jv§f‘ﬂVW$JE$H”LV* @waﬂrfﬂQﬂﬁ’*ﬁ?iﬂfw~%ﬁuﬁ* TR B W BALVRHRY > 208 ]S
e FEFREET o ] SR & SRR Y EE9,706,217 HE-5L (2009 : 7,652 246?#7m)

HSBC Provident Fund Trustee (Hong Kong) Limited (VEFVE [E0RY ERLEL & 003 & » 20 F [ ﬁlﬁ:llﬂviﬂﬁ ERY ?*E%PH,EO 15%fITFE M o HEF R
R P UEI Vg S PR RRISTIVRS 2 RS i s Ty AR o 0 S IB:W BOLISHET » B EI L ] o HEIFRELT S [ S0F M AU
1,876,569 HkL (2009 : 714 416?%7")

SRR SRS S ) S g

éﬁ ATFE MY (5 F %) Maximum trustee's fee (% p.a.) 0.15
E‘ri e (J ) Regstrars fees (p.a.) 7#7; HKD 15,600
SOV T R E ]%,“aﬂ 7 pAi' Transaction fees for each purchase or sale of investments k7 HKD 100
S Ff[ |;n;’|ﬂ J|Ff[ |;n;’| 7'y Valuation fees per valuation k7t HKD 400
£ 3 I | p Rl & 9= 597" Processing fees for each subscription/redemption/transfer of units W7 HKD 100

FEGOE S 5 RIS ) (i 8L = WPty ) FOIRRi o O EIT L bl o 1) LS AT G PR S S AR B *IF

IR s SRRk
[ BAfIAAT (i £ & phiA% PO ] & T AL g
Value of transactions % of total value of Commission Average
executed through HSSL transactions of the Fund paid to HSSL commission rate
2010 2009 2010 2009 2010 2009 2010 2009
W
HKD 26,595,928 17,272,685 0.13% 0.16% 17,062 17,237 0.06% 0.10%

ISt BLEE R P L TR R 2 ST MRS A %‘?}E“Eﬁ’m%Eiﬁf'liﬁj'%gf'ﬁf—‘i%’ﬁwl ’ ?JF%JFH’,“'JW b

B
EARERES= EARERES= s gaR AL fE
oS en | R SRR ES 'S g
Securities Safe custody AU fEpuE gy Commitment fee on'unused
expenses paid charges paid Annual fee on bank portion of bank overdraft facility
to HSB to HSB overdraft facility paid to HSB paid to HSB
2010 2009 2010 2009 2010 2009 2010 2009
W

HKD 881,006 879,370 320,993 235,121 500,000 - 823,881 1,422,419
SR PP ARG TR~ SR YR I IR Sl U AR SRR IR U R A IR - LA P

ARG
2010 2009
[0 ™ A7 License fee W HKD 7,988,264 4144125
Ejﬁﬁ’gﬁ'# Issue share data services fee W7t HKD - 12,000

B ST R R REERELT A # 855 rﬁagu%ﬂ R ST VAR 5) T4595,974¥H 7 (2000 © 3,833,388k 7 ) 184,128,872k 7+ (2009 : 70,290,221
VTR ) o R A P L BRROVIOF LS T £512,0010 7% (2009 ¢ 366197 ) -

SLEHEIE P INET A A T % U7V (7 £1317,640% 7 (2000 : 150,807 -
R[] 4 SUTRCRAC RS 0 J5TVRL £ 198,386% 7 (VIS 1(2000 1 1725693 ) -
miwﬁﬁﬁﬁﬁﬁwmiwwm%w&un;ﬁ%@%@*i§¢~piﬁ¢@*i§¢bpiwwm%WﬂwH' SIVERLE » SEVILE T
REEE] N OISEETIT o E AL > B H 5L £ 13,004,026 11 (2009 - 11475722$ﬂ'+) BERPFHEIE AR Erfwvglls ] A O TE
20,915,661 -5+ (2009 © 12,869,522?#71§ . Fw]‘FJ.f['HIS 975 55837 (2009 3,875,059 74 )i i A2 1EREL & AT Ui o) VERIR

11 2 FSRNREDTAREON < FlIBHISORLE + 5 531 102,679,276 37 (2000 271,510,107 v 7+ J2119829,287 §L & 14 (2000 : 24781775 £ 1 ct) 1
48,416,298 -7+ (2009 : 58,119,6003% 74 ) f7[[11376,783%L & H1# (2009 : 680,000 5L & ¥ ) -

11 S R TR T S DR ORS00 BRI RYI50 YRS B & o 55 [P (6 650 1)) 831,951,181k 7 21,190,689,926 ¥k 7 (2009 -
271,519,197 74 % 879,307,991 ¥ 7+ ) 9’5@6 748,6003L /2 {11 729,696,000 5L & ¥ (2000 : 2,478,177 5L & 17 1 7,013,600 5L & Hiik ) + 1] 871,304,606 1 7 1
1,023,280,934 77 (2009 : 58,110,600 7 606,674,276 17 ) gi[f117,024,000 5L & §1 7 - 8,344,800 5L & 11+ (2009 : 680,0005L & B i 15,553,000 5L & 17 ) «

B SRR AL S I RS 21 A 1

16



FIZF 2T ()

8.

10.

11.

“15E S E
AL ST L

Hi=2010F 125 |31 [ 1 (-5 1%
For the year ended 31 December 2010

i F I O R BT = Pl ERTRE T
Balance Issued during Redeemed during Balance
brought forward the year the year carried forward
# gt
umber of Units ,186, 329, ,976, 1939,
Number of Uni 132,186,722 55,329,287 23,976,783 163,539,226
EZ2009F 125|311 [ iy
For the year ended 31 December 2009
= IR BT = P A AR
Balance Issued during Redeemed during Balance
brought forward the year the year carried forward
#E gt
Number of Units 101,888,545 53,178,177 22,880,000 132,186,722
Y I UBHE

i SR AL DO AU RO PSRRI ) (R Y OR )
ﬂ%Jﬁwa@W@>%ﬁ%w<ﬁﬁWﬁ%~tw>1ﬁ¢ P A AR (R W1 2] ~ VOSSR ) A e
il - BRI e s

2010 2009
7t HKD 7t HKD
A NI T R AR AT
Net assets attributable to unitholders as reported in the financial statements 20,738,080,114 16,905,414,911
FLE TR RIS MUY= R B e e
Adjustments for different pnnmples adopted by the Fund in arriving at the total net assets for valuation
purposes
PRV PR RT T B eacg sy Vi
Use of closmg price instead of bid price in valuing listed securities 18,699,397 24,413,732
REHHE F‘J|"E|'Ff, fili ™ [3% 1V %¥% 39 il Adjusted total net assets for valuation purposes 20,756,779,511 16,929,828,643
frhls

SLERERIALE LS (PRI (7 PP B -

REN L
SLEOLHIC SR A I SR FRT 2 R ﬁéyﬁr’”W@mMW%wﬁw* T BRI - LA 9] £
e @ﬂ%ﬁy@ PRl 4 B - 1R E@u Mg%ﬁw EW%|JW¢°MTﬁf@*aw}<ﬂfbﬂf*@%>‘<%ﬁfW$@ﬁ
GFY o~ GRREAR SH MR E ) 7v <<'*EHLIT§JJ Tﬁ'f§> FRTH ARV S 2 ) L:J"f#“fﬂ

B E'E"fﬁl
gléﬁjtj {%'“gﬁj EJFII Naa T*Zd(lv)

RERA Y2 [ ﬁquﬁfwwMﬂfwr— DR PGS RS S I e B SR ST LSS RS Y 2
i ﬁﬂ&WWﬁ~w%$n% - SRR

- B ARCRE AR T ARRLS AT SR S R (T |t§‘-a" B 2T
- VTR DT S }gkjflflé‘] S R I NRTIEs e e N A ﬁ*ﬁ?iﬁ,@ﬁ:‘%gwgg pEN i

o

SV R (SRR * AP e | SRS B R TR 2T

FLEFF o ﬁ&?}'&??fﬁz Frql) o iR s fg@ﬁ%ﬁﬁg@ﬂ | - ZACTEH P &g S e P R IO TR o RS 4T N [T

I AT e e S S A N I %}@;&m1 Bl TE@@@@&; SYIRE T -
2010 2009
Level 1 Total Level 1 Total
Wt HKD Wt HKD Wt HKD Wt HKD
D pbH R IEEIEERST Trading equity securities 20,681,421,586  20,681,421,586 16,887,100,077  16,887,100,077
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Notes on the Financial Statements

1 Background

Hang Seng H-Share 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 18 November 2003, as amended from time to time under the laws of Hong Kong, and registered on 19 November 2003 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 China Enterprises Index ("the Index") by holding a
basket of the constituent stocks of the Index.

2 Significant accounting policies

(@) 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. There have been no
significant changes in accounting policies resulting from initial application of these developments to the extent that they are relevant to the Fund for the current and prior accounting
periods reflected in these financial statements.

The Fund has not applied any new standard or Interpretation that is not yet effective for the current accounting period (see note 13).

(b) 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.

(c) 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.
(d) 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 as financial assets at fair value through profit or loss category. Financial liabilities that are not at fair value through profit
or loss include amounts payable on redemption of units, distributions payables, 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.

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.

(i)  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.

Net gains on investments are included in 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 6.
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Notes on the Financial Statements (continued)

(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.

(e) 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;
(i) the Fund and the party are subject to common control;
(i) 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.
(f)  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.
(@) Unitsinissue
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.
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) itentitles the holder to a pro rata share of the entity’s net assets in the event of the Fund's liquidation;
(i) itisinthe class of instruments that is subordinate to all other classes of instruments;
(i) allfinancial 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 Fund over the life of the instrument.
The Fund's redeemable units meet all of these conditions and are classified as equity.
(h)  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 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.
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Notes on the Financial Statements (continued)

4 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 2010 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 no 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
E:I?d 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
(ii)  Price risk

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"). It is estimated that a 20% (2009:20%)
increase in the Index at 31 December 2010, other variables held constant, would increase the net assets attributable to unitholders by HKD 4,136,284,317 (2009: HKD
3,377,420,015); an equal change in the opposite direction would decrease the net assets attributable to unitholders by an equal but opposite amount.

Credit risk

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 HSBC Provident Fund Trustee (Hong Kong) 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 by performing due diligence
annually.

All of the investments of the Fund are held by Hang Seng Bank 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 Fund monitors its risk by monitoring the credit rating of the Custodian on an on-going basis. If the
credit rating of the Custodian deteriorates significantly the Manager will move the investments to another bank.

Majority of the cash held by the Fund is deposited with Hang Seng Bank Limited and The Hongkong and Shanghai Banking Corporation Limited (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 2010 and 31 December 2009.
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 fund, Hang Seng China H-Share Index 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.
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Notes on the Financial Statements (continued)

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.

5 Interest income

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

6 Net gains on investments

During the year, the Fund disposed of equities and earned or incurred realised and unrealised gains and losses as shown on page 15.

7 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:

@)

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 9,706,217 (2009: HKD 7,652,246).

HSBC Provident Fund Trustee (Hong Kong) Limited, a member of the HSBC Group, 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 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 date and payable monthly. Trustee fee payable at the year end is HKD 876,569 (2009: HKD 714,416). The Trustee also earned
fees for providing various other services to the Fund during the year as shown on page 16.

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 during the year are shown on page 16.

Also, the Fund utilises the services of HSB and pays securities expenses and safe custody charges for depository of securities and commitment fee on unused portion of
bank overdraft facility and the annual fee for the bank overdraft facility to HSB. Details of such fees paid during the year are shown on page 16.

The Fund has been licensed by Hang Seng Indexes Company Limited (“HSIL") and Hang Seng Data Services Limited (‘HSDS"), wholly-owned subsidiaries of HSB, to use
Hang Seng China Enterprises Index to create, offer, market and sell the Hang Seng H-Share Index ETF during the year. License fees and issue share data services fees
paid to HSIL and HSDS are shown on page 16.

Certain bank accounts are maintained with The Hongkong and Shanghai Banking Corporation Limited (‘HSBC") and HSB. The respective bank balances at 31 December
2010 are HKD 95,974 (2009: HKD 3,833,388) and HKD 184,128,872 (2009: HKD 70,290,221). The interest income earned from HSB's bank accounts during the year is HKD
12,001 (2009: HKD 3,661).

The Fund paid bank overdraft interest of HKD 317,649 (2009: HKD 159,807) to HSB during the year.
During the year, HSB charged service fees for handling dividend income amounting to HKD 196,386 (2009: HKD 172,569) for the Fund.

Hang Seng China H-Share Index Fund, Hang Seng Global Balanced Fund, Hang Seng Global High Growth Fund and Hang Seng China H-Share Index Leveraged 150 Fund
under Hang Seng Investment Series managed by HSIM invest in the Fund and earn the Fund’s distributions to unitholders. At the year end date, these sub-funds held
13,004,026 units (2009: 11,475,722 units) of the Fund. During the year, distributions to unitholders earned by these sub-funds were HKD 20,915,661 (2009: HKD 12,869,522)
and distributions payable to these sub-funds at the year end date is HKD 8,975,558 (2009: HKD 3,875,059).

Hang Seng China H-Share Index Fund, which are managed by HSIM, subscribed 829,287 units (2009: 2,478,177 units) of the Fund at amounts of HKD 102,679,276 (2009:
HKD 271,519,197), and redeemed 376,783 units (2009: 680,000 units) of the Fund at amounts of HKD 48,416,298 (2009: HKD 58,119,600) during the year.

Hang Seng China H-Share Index Fund and Hang Seng China H-Share Index Leveraged 150 Fund, which are managed by HSIM, subscribed 6,748,600 and 9,696,000 units
(2009: 2,478,177 and 7,913,600 units) of the Fund at amounts of HKD 831,951,181 and HKD 1,190,689,926 (2009: HKD 271,519,197 and HKD 879,307,991) respectively,
and redeemed 7,024,000 and 8,344,800 units (2009: 680,000 and 5,553,000 units) of the Fund at amounts of HKD 871,304,696 and HKD 1,023,280,934 (2009: HKD
58,119,600 and HKD 606,674,276) respectively through SEHK during the year.

There was no subscription or redemption of units of the Fund from Hang Seng Global Balanced Fund and Hang Seng Global High Growth Fund during the year.

8 Units in issue

For movements of units in issue, please refer to page 17.
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Notes on the Financial Statements (continued)

9 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 17.

10 Soft dollar commission

As regards to the Fund, the Manager has not entered into any soft dollar commission arrangements with brokers.

11 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 cash and cash equivalents, 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 2d(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 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

®  Level 3 (lowest level): fair values measured using valuation techniques in which any significant input is not based on observable market data.

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 17 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.

12 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.

13 Possible impact of amendments, new standards and interpretations issued but not yet effective for the year ended 31 December
2010

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 2010 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
Improvements to HKFRSs 2010 1 July 2010 or 1 January 2011

The Fund is in the process of making an assessment of what the impact of these amendments is expected to be in the period of initial application. So far it has concluded that the
adoption of them is unlikely to have a significant impact on the Fund's results of operations and financial position.
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Performance of the Hang Seng Chlna Enterprises Index and Hang Seng H-Share Index ETF
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# 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 H-Share Index ETF (including the full text of
the risk factors stated therein (such as the arrangement in the event that the Hang Seng H-Share Index ETF is delisted)) in detail before making any investment decision.
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Hang Seng China Enterprises Index Constituent Stocks Disclosure
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Those constituent stocks that accounted for more than 10% of the weighting of the Hang Seng China Enterprises Index ("the Index") as at 31 December 2010.
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Report on Investment Overweight in Constituent Stocks of the Hang Seng China Enterprises Index by the Fund
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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 China Enterprises 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% 4o
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 2010 to 31 December 2010, the Manager has complied in full with the above maximum extra weighting.
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