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Performance Table

AR
Price Record
2011 2010 2009 2008 2007 2006 2005 2004
i OB OBEf RIS B RS BE BE B RS B ORI B BE B BE
RN R RER RER RER R RER BRI RER R REE RER RER BR§ RER R
Highest Lowest  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 Offer Price  Bid Price

W
HKD 137.10 8215  143.21 108.15 138.12 6585  161.67 5032 204.94 85.48 104.04 54.34 55.62 45.31 54.10 35.56

£ J1 6 5Y% 390
Net Asset Value Per Unit
2011 F 12731} ! 2010+ 12731} ! 2009 12% |31} ! 2008 12731} !
As at 31 December 2011 As at 31 December 2010 As at 31 December 2009 As at 31 December 2008
T
HKD 99.31 126.81 127.89 78.90
PR R S YRS
Total Net Assets Attributable to Unitholders
2011 F 12531} ! 2010+ 1231} ! 2009F 12|31} ! 2008 12|31} !
As at 31 December 2011 As at 31 December 2010 As at 31 December 2009 As at 31 December 2008
W
HKD 17,992,903,308 20,738,080,114 16,905,414,911 8,039,043,420
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HSBC Provident Fund Trustee (Hong Kong) Limited
2012:F 45|27} !

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, as amended, for the year ended 31 December 2011.

HSBC Provident Fund Trustee (Hong Kong) Limited
27 April 2012
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Independent Auditor’s Report

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

Report on the financial statements

We have audited the financial statements of the Fund set out on page 8 to 25, which comprise the statement of assets and liabilities as at 31 December 2011, and the statement
of comprehensive income, statement of changes in equity, cash flow statement and 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 a responsibility to ensure 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 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 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 2011 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

27 April 2012
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Investment Portfolio

2011% 12E]31F! as at 31 December 2011

TR AR

MM s
(7 % of Total Net
“‘%E '—‘T HEY L-{jug ia Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HK$) to Unitholders
F,%E»’#}‘%J Hong Kong Equities
?ﬂ%’*ﬁ,gﬂiﬁ Consumer Goods
FL' =St Dongfeng Motor Group 22,880,241 304,307,205 1.69%
? gibsl Guangzhou Automobile 18,666,932 120,401,711 0.67%
p H‘;Ll Lf&ﬁ,rj Shandong Weigao 12,709,405 88,711,647 0.49%
[ B Sinopharm Group 6,286,877 116,935,912 0.65%
?“J Hpgﬁp Tsingtao Brewery 2,484,286 106,327,441 0.59%
736,683,916 4.09%
ﬁ:i’ﬁ Energy
FlBI I{;ﬂ:f@ China Coal Energy 32,899,346 275,038,533 1.53%
Fl RAIHIE IEJEﬁ;J China Qilfield Services 12,943,472 157,392,620 0.88%
FlBIE = China Petroleum & Chemical 141,505,108 1,156,096,732 6.43%
Fl1E ﬁt«lﬁﬁ‘ f 7F' China Shenhua Energy 28,659,212 962,949,523 5.35%
FHET I SRS PetroChina 177,920,342 1,720,489,707 9.56%
W E WeiChai Power 3,414,002 130,073,476 0.72%
PN e 4 Yanzhou Coal Mining 16,516,718 273,516,850 1.52%
4,675,557,441 25.99%
SR Financials
Fl1k ﬁt«lgii’ = Agricultural Bank of China 194,408,300 647,379,641 3.60%
[BIEALF Bank of China 599,386,944 1,714,246,660 9.53%
Bank of Communications 61,509,690 333,997,617 1.85%
i China CITIC Bank 69,023,697 301,633,556 1.67%
Fl 1l &%’ 2L China Construction Bank 331,870,045 1,792,098,243 9.96%
Pl ~ i e China Life Insurance 62,750,108 1,203,547,071 6.69%
i Eat China Merchants Bank 32,976,374 517,069,544 2.87%
F| e China Minsheng Bank 34,802,710 233,526,184 1.30%
Hlﬁ&“ﬂ VE (g China Pacific Insurance 16,581,457 366,450,200 2.04%
FIB Industrial and Commercial Bank of China 398,845,976 1,838,679,949 10.22%
Pl g PICC Property & Casualty 22,441,090 235,182,623 1.31%
H 18T 3 (e Ping An Insurance 17,155,050 876,623,055 4.87%
10,060,434,343 55.91%
TYHE[ % Information Technology
[asitzh ] BYD 4,347,170 72,771,626 0.41%
I ZTE Corp 5,309,126 128,480,849 0.71%
201,252,475 1.12%
EUPFRI Materials
fl l[gylija Aluminum Corporation of China 33,258,201 111,747,555 0.62%
btia Jiangxi Copper 11,701,179 195,877,736 1.09%
= fé ﬁféi Zijin Mining Group 50,666,213 147,438,680 0.82%
455,063,971 2.53%
izl ¥-13 Properties & Construction
AR Anhui Conch Cement 10,411,221 239,458,083 1.33%
P 5] 5:?; China Communications Construction 37,336,814 225,887,725 1.26%
Fl B A China National Building Material 24,280,029 213,907,055 1.19%
Fl s China Railway Construction 16,633,344 70,858,045 0.39%
FHESIF] 148 China Railway 33,706,841 81,907,624 0.45%
fl I??Eﬁy%j[ Zoomlion Heavy Industry 11,456,053 95,543,482 0.53%
927,562,014 5.15%
IR Services
Pl B 2 Air China 19,238,516 110,429,082 0.62%
s China COSCO 21,761,943 83,130,622 0.46%
193,559,704 1.08%
= Telecommunications
FliE g& F; China Telecom 117,024,700 514,908,680 2.86%
REE(E Utilities
Fjﬁj‘;,yr“' o Rl China Longyuan Power Group 16,001,755 96,970,635 0.54%
£ fi IR F“' K Huaneng Power International 26,983,563 111,172,280 0.62%
208,142,915 1.16%
ALY Total Investments 17,973,165,459 99.89%
(A#E 7574 7 Total cost of investments - HKD 20,773,220,438 j# 7 )
HHEYE ?51_[}’1 Other Net Assets 19,737,849 0.11%
T S E) - AEY R 9 Total Net Assets Attributable to Unitholders 17,992,903,308 100.00%
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Statement of Movements in Portfolio Holdings

220115 12E]31F L& B for the year ended 31 December 2011

BTGt
20115 LE[1f!

B g
2011 12E[31F!

“F‘,fﬁ_'—mw"é}’ Holdings as at e WP Holdings as at
Hong Kong Listed Investments 01 Jan 2011 Additions Disposals 31 Dec 2011
“F‘,fﬁ’i&‘“glj Hong Kong Equities
?F]%{*Pﬁlhgﬂiﬁ Consumer Goods
N [ Dongfeng Motor Group 21,945,354 12,231,750 11,296,863 22,880,241
%J‘[‘lii‘ﬁl Guangzhou Automobile 17,898,000 9,977,954 9,209,022 18,666,932
p [N Ly&@qj Shandong Weigao - 12,818,630 109,225 12,709,405
[BES Sinopharm Group 5,301,864 4,404,034 3,419,021 6,286,877
?J FLIP Tsingtao Brewery 2,384,743 1,357,489 1,257,946 2,484,286
Bl Energy
P F] M;lﬁ:m China Coal Energy 33,217,172 18,319,056 18,636,882 32,899,346
FIRAIEIE TR China Oilfield Services 12,417,774 6,926,473 6,400,775 12,943,472
FlUBIT = China Petroleum & Chemical 135,716,055 75,575,700 69,786,647 141,505,108
Pl F“irl China Shenhua Energy 27,491,086 15,306,235 14,138,109 28,659,212
FHBIT =R PetroChina 170,648,632 95,020,023 87,748,313 177,920,342
WEX ) WeiChai Power - 4,053,298 639,296 3,414,002
Hr PR Yanzhou Coal Mining 15,837,601 8,829,015 8,149,898 16,516,718
fﬁﬂ Financials
Iﬁiﬁalﬁi’”‘h Agricultural Bank of China 186,462,000 103,817,281 95,870,981 194,408,300
i Bank of China 502,786,745 339,386,707 242,786,508 599,386,944
Bank of Communications 53,631,269 37,079,244 29,200,823 61,509,690
i China CITIC Bank 55,169,654 45,796,505 31,942,462 69,023,697
Pl AL China Construction Bank 298,382,945 188,395,439 154,908,339 331,870,045
FIES ~ 5 China Life Insurance 60,183,331 33,510,239 30,943,462 62,750,108
1 ng China Merchants Bank 31,624,300 17,612,239 16,260,165 32,976,374
Ffl[ﬁﬁ[}l;i' b China Minsheng Bank 33,379,413 18,586,694 17,163,397 34,802,710
Pl % China Pacific Insurance 8,418,471 14,233,450 6,070,464 16,581,457
Flis = F;;J%LE Industrial and Commercial Bank of China 346,326,572 222,095,043 169,575,639 398,845,976
Fl 1B i PICC Property & Casualty 19,567,297 13,025,272 10,151,479 22,441,090
Fl gt < il i Ping An Insurance 13,869,590 9,947,451 6,661,991 17,155,050
TYHE[ Information Technology
[t IE BYD 4,169,433 2,324,398 2,146,661 4,347,170
I ZTE Corp 4,246,310 3,574,743 2,511,927 5,309,126
'Fl’f‘ﬁ-i[ Materials
fl l[gszléﬁi' Aluminum Corporation of China 31,900,336 17,770,459 16,412,594 33,258,201
s 5 Angang Steel 8,784,258 3,955,670 12,739,928 -
b p‘lﬁfﬁji’ Jiangxi Copper 11,218,432 6,252,323 5,769,576 11,701,179
= féﬁfgi’ & |l Zijin Mining Group 32,393,022 40,754,146 22,480,955 50,666,213
bl ¥-13 Properties & Construction
VAR Anhui Conch Cement 6,655,965 8,430,534 4,675,278 10,411,221
FliBs nmﬁ!i, China Communications Construction 35,814,756 19,944,659 18,422,601 37,336,814
H B FF China National Building Material 11,646,651 23,010,026 10,376,648 24,280,029
e China Railway Construction 15,951,088 8,885,294 8,203,038 16,633,344
FHESI] 158 China Railway 32,325,234 18,002,794 16,621,187 33,706,841
Hi ik Guangzhou R&F Properties 8,209,408 3,690,441 11,899,849 -
fl @;{ag, x| Zoomlion Heavy Industry 13,583,626 2,127,573 11,456,053
K72 Services
I e e 24 Air China 17,818,146 10,861,754 9,441,384 19,238,516
Pl R China COSCO 20,875,277 11,625,041 10,738,375 21,761,943
Fl AT o China Shipping Development 10,483,665 5,576,881 16,060,546
= Telecommunications
il [ﬁ;&z!ﬁfﬁ China Telecom 112,237,064 62,497,629 57,709,993 117,024,700
RRAEIE S Utilities
ﬁﬂbﬁ’ﬁ# JIE Ed China Longyuan Power Group 16,445,448 8,641,666 9,085,359 16,001,755
E ﬁ:ﬁa&afﬂ;‘?ﬁ ] Huaneng Power International 24,709,197 15,504,211 13,229,845 26,983,563
59%1?5@1@ Rights
=5 Financials
H[ S fi?é (2011 6 %]) China CITIC Bank Rights (Jun 2011) 11,665,315 11,665,315 -
il !ﬁ;&fgfﬂu% 2 B(20115 125)) PICC Property & Casualty Rights (Dec 2011) - 2,001,331 2,001,331



ok fIfi%
Statement of Assets and Liabilities

2011% 12E]31F! as at 31 December 2011

2011 2010
sz (H7+) (¥7+)
Notes (HKD) (HKD)
F¥ig Assets
Hf N f%’f filr3j[] 7 s ﬁ‘}gﬁm’v}tﬁ Investments at fair value through profit or loss 56,15 17,973,165,459 20,681,421,586
Eé?ﬂ i ﬁ “Fi Amounts receivable on subscription of units 153,984 -
I,E' & Ev ff’f*l Cash and cash equivalents 10(f) 193,292,986 184,224,846
Y% Al Total Assets 18,166,612,429 20,865,646,432
F1ff Liabilities
it [ [p F 5 7T Amounts payable on redemption of units 358,494 -
TR (k] #2F Accrued expenses and other payables 10(a)&(b) 11,234,784 13,088,860
i U525 55 VT 7 Distributions payable 10(i) 162,115,843 114,477,458
E1 @m%tf@ Total Liabilities 173,709,121 127,566,318
E‘Jﬂf"ﬁ‘f -'\j'#j‘ﬁj b UEYERE f@ Net assets attributable to unitholders 12 17,992,903,308 20,738,080,114
{ = Representing:
25 Total Equity 17,992,903,308 20,738,080,114
vl g Fﬁ‘f i+ B E 1 Total number of units in issue 10(i),11 181,172,244 163,539,226
&7 B0 ¥ 19 @ Net asset value per unit 99.31 126.81

o b R L &R 20125F 45 27 [IHIE R AIESE 5 -

Approved and authorised for issue by the Trustee and the Manager on 27 April 2012.

V13 2 25 PO By Ao i -

The notes on pages 13 to 25 form part of the financial statements.

} {4 For and on behalf of
} O+ Trustee

} HSBC Provident Fund Trustee (Hong Kong) Limited

F Hang Seng Investment Management Limited
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Statement of Comprehensive Income
220115 12E]31F ! [-& B for the year ended 31 December 2011

' o=
2011512731} ! 2010 12731} !
- =
Year ended Year ended
31 December 2011 31 December 2010
=4 (Hh7+) (#7+)
Notes (HKD) (HKD)
I Income
HEEL]% ™ Dividend income 8 545,780,286 467,060,369
FIEL]® ™ Interest income 7, 10(f) 5,352 12,001
545,785,638 467,072,370
HYH | Expenses
FEEHTPY & Auditor's remuneration (228,710) (200,050)
PENE bgjlijt ﬁﬁi‘ﬁ’#“] Legal and professional fees (67,660) -
AR Management fees 10(a) (112,200,337) (109,838,636)
;ﬁr‘%l%ﬁ’[b Registrar's fees 10(b) (15,557) (15,600)
FY5 ?"IIFB &L= 97| Safe custody and bank charges 10(d)&(h (1,213,307) (2,074,891)
FECEIR'S | Sundry expenses 10(e)&(g (8,595,819) (8,376,337)
o4 B4H"YH | Investment transaction costs 10(c) (3,031,398) (12,112,932)
=207 * % pAiY Transaction fees paid to trustee 10(b) (260,800) (139,700)
2TFE MY Trustee's fees 10(b) (9,927,973) (9,736,797)
[’FL’ fifid'¥ Valuation fees 10(b) (98,400) (99,600)
(135,639,961) (142,594,543)
ST 2o
Income before (losses)/gains on investments 410,145,677 324,477,827
YIS 2E (Losses)/gains on investments
FERH (B2 Net (losses)/gains on investments 9 (5,125,516,729) 378,590,759
5% 14" | Securities expenses 10(d) (268,400) (881,006)
(5,125,785,129) 377,709,753
FhETREE YRS £ Fi PR
(Loss)/income before finance costs (4,715,639,452) 702,187,580
Eﬂ"g}’ﬁ‘}qﬁ. Finance costs
FIIELY H Interest expenses 10(g) (317,649)
R R
(Loss)/income before taxation (4,715,639,452) 701,869,931
%2:f] Taxation 4,8 (55,250,751) (47,408 ,451)
e R TR Bl B Sl C
(Loss)/income attributable to unitholders and total comprehensive income for the year (4,770,890,203) 654,461,480

V13 % 25 FI O T B Ao 0 -

The notes on pages 13 to 25 form part of the financial statements.
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Statement of Changes in Equity

220115 12E]31F ! |- % for the year ended 31 December 2011

2011 125|311 2010F 125|311
=7 =7
Year ended Year ended
31 December 2011 31 December 2010
=2 (Hh7+) (Hh7)
Notes (HKD) (HKD)
F e
Balance at beginning of year 20,738,080,114 16,905,414,911
el R ST & Edull L
(Loss)/income attributable to unitholders and total comprehensive income for the year (4,770,890,203) 654,461,480
E’?ﬁ‘?‘éﬁﬁ(ﬂng‘f -'\jq?j'éj Mpu ni?@gmm&_k TR
Transactions with owners (i.e. unitholders), recorded directly in equity
3= Bk s
Received and receivable on issue of units 10(j),11 11,028,418,700 6,496,126,778
W[ 5 ] R s T
Paid and payable on redemption of units 10(j),11 (8,578,698,574) (3,071,557,334)
’1'»1%‘{ fib jf*ﬁ*EJ k [Iqu’rﬁj) VE
Distributions to unitholders 10(i) (424,006,729) (246,365,721)
E’?ﬁ‘?‘éﬁf(ﬂng‘f -'\j»;f?j'éj M phaE
Total transactions with owners (i.e. unitholders) 2,025,713,397 3,178,203,723
&3 gide
Balance at year end 17,992,903,308 20,738,080,114

313 % 251 L’lfi[fffflfj:‘?ﬁ PR A - ﬁﬂ (e
The notes on pages 13 to 25 form part of the financial statements.
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Cash Flow Statement

220115 12E]31F ! [-& B for the year ended 31 December 2011

2011 12531 ! 2010 12531} !
=7 =7
Year ended Year ended
31 December 2011 31 December 2010
(187 (187
(HKD) (HKD)
%ﬁﬁiﬁﬁb Operating activities
1 H 3 7557 Payment for legal and professional fees (67,660) -
TSP & Payment for auditor's remuneration (210,906) (178,557)
'“FTF{,JEN Payment for management fees (113,699,268) (107,784,665)
“Z = ' Payment for trustee's fees (10,022,711) (9,574,644)
¥ 74" ] Payment for investment transaction costs (3,031,398) (12,112,932)
TFEE A VA Y [ Payment for transaction fees paid to trustee (260,800) (237,700)
}j‘%lf;ﬁ'# Payment for registrar's fees (15,557) (15,600)
|'Ff[ fifri's Payment for valuation fees (98,400) (99,600)
FE AT S H | Payment for safe custody and bank charges (1,213,307) (2,074,891)
9 8E S Y Payment for other operating expenses (8,874,030) (7,690,043)
K Jj;g‘;:ﬁfﬁﬁ;bﬁ%}ﬂ_@ IR 4E Net cash used in operating activities (137,494,037) (139,768,632)
}E‘E}iﬁ;ﬁ Investing activities
5% 7' | Payment for securities expenses (268,400) (881,006)
eI ™ Bt 7F Dividend income received 490,529,535 419,651,918
et F{| £ Interest received 5,352 12,001
Ly %ﬁ%}?ﬁﬁ"rf{é F{7Fi Proceeds from sale of investments 1,277,516,875 5,390,580,131
fi& * YT #F Payment for purchase of investments (1,461,228,768) (5,446,858,609)
S E’l}i}‘%’}’iﬁ?ﬁﬁ%}ﬁ £ %8 Net cash generated from investing activities 306,554,594 362,504,435
Eﬂ‘é}iﬁ?ﬁ Financing activities
FIIEL LT Interest expenses (317,649)
i Eﬁ b T R 7F Proceeds on issue of units 313,842,917 114,003,609
feafpin T A B (v % 7F1 Payments on redemption of units (97,466,990) (48,927,957)
H ﬁj’ﬁ‘q M 2 55 PE D Y ] Distributions paid to unitholders (376,368,344) (177,392,569)
E‘Jﬁﬁﬂ%}?ﬁ?&ﬁ%fﬁﬁ Y5148 Net cash used in financing activities (159,992,417) (112,634,566)
FAPHL TFPARE N Netincrease in cash and cash equivalents 9,068,140 110,101,237
FLE|IFIVHEWHE %‘fg}#’d Cash and cash equivalents at 1 January 184,224,846 74,123,609
193,292,986 184,224,846

F12E|3LFIVHEWEHE %“f%]‘?’l Cash and cash equivalents at 31 December

R b
Major non-cash transactions:

() 528 B p) B S SEEE T - B B RS

54,500,000 5L & £ ) -

HUTl]110,714,421,799 ¥ 7+ (2010 : 6,382,123,169 -7+ ) - H?&EﬁQOﬁO0,000gLéﬁ?f{ﬁj'(ZO‘IO :

During the year, unitholders subscribed for 90,500,000 units of the Fund (2010: 54,500,000 units) by tendering a basket of the constituent stocks of Hang Seng China Enterprises Index with a

market value of HKD 10,714,421,799 (2010: HKD 6,382,123,169).

(i

3,022,670,897 Ht- 7 ) -

A TN ﬁj’}ﬁﬂ * 3755 3 174,500,000 L = $1 5 (2010 + 23,600,000 FL & FH ) o ']V~ FEEST A LB - ?F’,Q'r'?} Gy f,i,LﬂJ fif18,480,873,090 ¥ 7 (2010 :

During the year, unitholders tendered 74,500,000 units of the Fund (2010: 23,600,000 units) in exchange for a basket of the constituent stocks of Hang Seng China Enterprises Index with a

market value of HKD 8,480,873,090 (2010: HKD 3,022,670,897).

5313 % 251 Elfiﬁ[’frl?ffﬁi AR A~ ﬁﬂ (e
The notes on pages 13 to 25 form part of the financial statements.
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Distribution Statement

220115 12E]31F ! [-& B for the year ended 31 December 2011

= =
2011512731} ! 2010+ 12731} !
=7 =7
Year ended Year ended
31 December 2011 31 December 2010
(H7+) (H7+)
(HKD) (HKD)
FEA YRV IE T S48
Undistributed income brought forward 79,067,051 23,027,685
SRR e SR R (S B L
Income attributable to unitholders before (losses)/gains on investments 410,145,677 324,477,827
Y0 YR
Investment transaction costs 3,031,398 12,112,932
FIE
Interest Expenses (317,649)
arasd]
Taxation (55,250,751) (47,408,451)
o 7 o A R SR (4 )
Income portion of received and receivable on issue of units 108,718,159 17,788,338
B 1 2 e R (4 H057)
Income portion of paid and payable on redemption of units (72,081,423) (4,247,910)
fit LETAR R E ) S fOlS 2500 VT S 48
Amount avai[[able for distribution to unitholders 473,630,111 325,432,772
:‘:"Eﬁf\ﬂﬁﬂ MRS
Distributions to unitholders (424,006,729) (246,365,721)
FRA LT &4
Undistributed income carried forward 49,623,382 79,067,051
- Eﬁ it ﬁ*ﬁj MESEY- TRIERS S TVE(E Eﬁ fi#) First distribution to unitholders per unit 1.50 0.80
IV Eﬁ it F‘ﬁﬂ * [ |1 Date of distribution to unitholders 201176530} ! 2010 6525} !
30 June 2011 25 June 2010
ff'?ﬁ r’\j'}ffj*éj MEYEYD TRIERE S IVE(E Eﬁ i) Second distribution to unitholders per unit 0.90 0.70
7‘}1‘13’4:‘:"3{@}?}3 * [t | 1# Date of distribution to unitholders 2011 12516} ! 2010 125 17!
16 December 2011 17 December 2010

5313 % 251 EIUWF%"?J’YI: PR A~ ﬁﬂ (e
The notes on pages 13 to 25 form part of the financial statements.
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it R (o

AEGRE B I FH T N - BLS T R TR S RE ) IO FORRA] - BTORCR  OR]) 5 RR T S €T BAT R R T
5 AT ﬂ]ﬁ =

=

ﬁgﬁﬂ@ﬁﬁwﬂﬁéﬂﬁ¥°§¢4ﬁw3ﬂzwgm For)~ B M 0| VRS ST 1000005
Pt B EERLS AR &

Pl= B Fpted 3 00 T DRI S R = Bl IS il pAinet -

@ w¥EFE
FLENTERLFIAVE BT R YA .
HL PR O ORI E PR R SR B N 2 OIS [T R - 8 U 4 [IORLS i
7&/yf Fﬁ'ﬁlfﬂk‘fi
BRG] S R AR SO A E R
HEZPOG U A F},‘Ijlfﬁf'g'fﬁju .
B R RS B YA R o I E%jjpﬂ&mi}%?ﬂ"fﬁ‘ * Uﬁﬂ P HEBRRG 1 2 CORERR A N B -
FIEMS?
FEE RG] FLEVEE RIS SRIEELE LS SRR -
HEELs
P ABELA R P ISV T ] SV T RIS o
2011 2010
7t HKD i HKD
JEEL% 7 Dividend income 545,780,286 467,060,369
S AT Withholding taxes (55,250,751) (47,408,451)
JRIEEL* 7 Net dividend income 490,529,535 419,651,918
N ElC 7 1) i
T R[] =R ATV 2 &@Tﬁlfé'lﬁw“:
2011 2010
7 HKD 7 HKD
= (424 Realised (losses)/gains (468,845,948) 574,136,622
F B4 {5 LD A Movement on unrealised gains or losses (4,656,670,781) (195,545,863)
e RS (/%2 Net (losses)/gains on investments (5,125,516,729) 378,590,759

%ﬁ%“‘ﬂ? b

e

(@)

%3@Nﬁﬁﬁ¥ﬁﬁ@WWfﬁ@¥ﬁﬁ?%%ﬂW%M%@'Wﬂﬂ%@%ﬁuﬁﬁﬁ$9§%@~mﬁuﬂﬁﬁiio

T B R E L Rl (T S TR ) (RERMER s £ — {2 S 10 2 IR ) RLEL S OREE - (0 S R IHIALS ISV I B ‘r@ii’lﬁﬂ;ﬂ%
oz - ‘J‘”?‘”*H T 2 F R LS TS VTR DAL &%ﬂﬁvw“?@ﬁﬁ' 2R FEOREF] o RS T ELElﬁgi TAE E| Y
[ o A A af] o 5L8 SR AL 44T8,207, 286874 (2010 ¢ 9,706, 2177 ) =

HSBC Provident Fund Trustee (Hong Kong) Limited (?@?j";% [ERS £ RLEL & pUsoEs b [ e LIT‘IViadﬁ B YA 0.15% fUTES MY o FEF R O3
‘ﬂLﬁV Vg MY PR EJ’r%ﬂi“jVEJ*?‘[@\T%E‘ » ORIV TR o TFE N #Jlﬁi PLE! FhEJ] VSR EIL ] o AN AXLL s BRSO M pUSE ‘é"
£75,781,8319 74 (2010 : 876,569 7 ) -

ATES R R R |ﬂ1 *gﬁba,] ;LQ ) ATEE MR ﬁfmgﬂtﬁgq’y@w&g:g[n:

Eé{'i,' O ' (£ F %) Maximum trustee's fee (% p.a.) 0.15
EF;“ 35, (& ?‘)Reglstrarsfees (p-a.) #7 HKD 15,600
= VR T v B YR 3 Processing fees for handling each purchase or sale of investments W HKD 100
B MF‘,Q{I‘Q" aluatlon fees per valuation Wi HKD 400
BB AR T AL & =58 Processing fees for handling each creation/redemption/transfer of units 7L HKD 100
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10. fH T F4(A)

11.

(©)  FLA LA HE 5 # U Rl T R ) S 3 TR AR ) v LS U I TR IR TSRV e ph o I ERELE
BB R R S AR I B
TR T S L B |#T§Lf b pLAEEE%
Value of transactions % of total value of LM BRI E e e
executed through HSSL transactions of the Fund Commission pald to HSSL Average commission rate
2011 2010 2011 2010 2011 2010 2011 2010
L
HKD 7,299,701 26,595,928 0.03% 0.13% 4,387 17,062 0.06% 0.06%
TSR S L AR L B
Value of transactions % of total value of [ R AL PR ] & T HPIE PR
executed through HSBC transactions of the Fund Commission paid to HSBC Average commission rate
2011 2010 2011 2010 2011 2010 2011 2010
L
HKD 26,215,476 - 0.12% - 13,087 - 0.05%
() pigt - FLEF PR % SRS 3=[H [EES AN sk B L 57 & ’?Jrﬁ’éi“‘ﬂlﬂ K
SRk I B B Ry T e
Securities expenses paid to HSB Safe custody charges paid to HSB
2011 2010 2011 2010
W
HKD 268,400 881,006 366,106 320,993
(@) FLARCE P RO IR A AR LS R U I R S LA P e g
il A
License fee
2011 2010
W
HKD 8,160,025 7,988,264

() L& [ 5 8007 i S W s L g R rﬁguﬁhv B FNT T R LIPS AR 5T 5| £ 147,238,921 # 7 (2010 : 95,974 H# 71 ) % 46,054,065 ¥ 7+ (2010 -
184,128 5727#?») K 5F A PR 2 SRS BRBRIVASF EL 15,3529 7% (2010 © 12,0019 7% )

(@) HrIRepl o i g 5L & R A2 4152 S #575E100,000,000 ¥ 7+ (2010 © 100,000,000 ¥ 7+ ) » & 1= £ vk 7+ ek (R EUF]| = 111.5%(2010 = ¥ 7 fab 8 [k
1.5%) o K0 P Yo FLE& 2 A % S (] R S B (2010 823,881 % ) ¢ [y i §ETf19F 5£1600,0007 5% (2010 : 600,003 7) » FHL & H
SPELE I AL ﬁiﬁﬂ 1p 2 &L= 3 [ R1L(2010 ¢ 317,649% 7% ) -

(h) i g Py o LT R ﬁ 15TV EL 230,045 97 (=R (2010 © 198,386 W7 ) -

(i) mff ;f%'gr:afﬁﬁﬁ'wi FIBHEHTRRL & - 1 ORI :%51 & - 0 LRI L - % OIS0 5L 1§ HIGHBSL & fovvegl
& W“F*‘W%UP T F‘ﬁ £l EJL[TE&JJ o HEHF XL l’j ffﬁ §L¢13700844§L > 1682010 1300402651 Eﬂ"f b”ﬁ“l‘z[J*T/*ﬁLQ  HFVEL
£ "fﬁ L2 55 %33,530,269 -7+ (2010 : 20,915 6617%F7m | FJ F1112,257,383 #-7+ (2010 © 8,975,558 Hh-7+ Wt 55| 1 ERFL & Ila ] 54 55 VTR 7 ;l

) 0% TR AR R BRI L & 0 % WIS GERL & o B0 ) 5T 1] 89,418,604 77+ (2010 ¢ 102,679,276 7+ ) 12130,275,789 1 7+ (2010 © )
764,598 5L & HI (2010 : 829,287 FL & Wi Gb)71,174, 239 5L & HI 6 (2010 = %) » 72 1']15,441,871 W54 (2010 : 48,416,298 17 ) % 16,400,987 #h-7+ (2010 © 7.)[igH[1146,564 L
£ 16 (2010 ¢ 376,783 L & Hi )% 159,255 8L & Hi 5t 722010 = 1)
[ }f&é"‘gﬁilfﬁf‘g@p‘l‘m 1% HI[ESZ[H’;IQ‘#]Q'F LR HI[ES«[HQ&}F“,EJMSO“TI RLE O HTE A &,ﬁﬂz Fir55 111 603,417,433 1 7 965,083,255 ¥ 7+ (2010 : 831,951,181
7L 72 1,190,689,926 ¥k 7+ ) 14,850 800§L gﬁ i 58,016 000§L = {i o 2010 6,748,600 5L & 1t i 729,696,000 L = H1 1F) » 7 I'] 735,642 626?#?» 891,567,311 H# 7t
(2010 : 871,304,696 171 7 1,023,280,934 ¥ 7t )1 ‘.F 5,989,000 L & H1 1t 77,814,000 5L & H1 ¥ (2010 : 7,024,000 & Hi 78, 344 800 L & Hi k)
OB A S BUEMYERIR ALS W S BURIIR LS i F RS e

Sk ¥l

ﬁﬁjﬁulﬁ,’%?ﬂf\jij[l N

22011 F 1253 |1
For the year ended 31 December 2011

TR B BT ERTRE
Balance brought forward Issued during the year Redeemed during the year Balance carried forward
FIGT
Number of Units 163,539,226 92,438,837 74,805,819 181,172,244
H=2010F 125|311 (-5 %
For the year ended 31 December 2010
TR BT BT ERTRE
Balance brought forward Issued during the year Redeemed during the year Balance carried forward
FIGT
Number of Units 132,186,722 55,329,287 23,976,783 163,539,226
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ﬁ’}@pE“j‘ 2 AVEL S B AR Y 8 J’fiﬁéﬁl)& & [ NNl WA R (e ALl [ S i o M <ﬁ‘5”ﬁf'*ﬁ* b VEYRE ) A
"l -

A7 :hk‘L‘iﬁ

|
rﬁﬁ 9 (B FE ) SR <<fj’&f'ﬂ‘?n TR PR A R A e B~ Devdas il [IE) wﬂb”;ﬁﬁz.&” (=i i
VNI o BT [RIRT %[ U™ S e lF‘i/ [
2011 2010
W7 HKD 7t HKD
R ALY T E i
Net assets attributable to unitholders as reported in the financial statements 17,992,903,308 20,738,080,114
S T RIRE VRO 10 2 (2 B 15 e
Adjustments for different pr|n0|ples adopted by the Fund in arriving at the total net assets for valuation purposes:
ISR IR R Y fih
- Use of closing price instead of bid price in valuing listed securities 28,601,097 18,699,397
{}?ﬁ?&& E'J]"E]’F‘, fifi = 3% 2k 33 i Adjusted total net assets for valuation purposes 18,021,504,405 20,756,779,511
g
B A L BT O i R o TR -
frhs

FEEAZEILE LS AR RS B -

AT

AR ST I O PRATT 2T B SR SRS S 2 LR - g o ¢
RENVES B ST R %d!*ﬁﬂ% wJ 1 47 P EIE [  f - [ P B R ISR AR - (RS A S
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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. Note 3 provides
information on any 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.

Basis of preparation of the financial statements

The financial statements are presented in Hong Kong dollars and all figures are 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
() 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 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.

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.
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Notes on the Financial Statements (continued)

()

(9)

(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 and losses 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 9.

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

(@)

A person, or a close member of that person’s family, is related to the Fund if that person:

(i) has control or joint control over the Fund;

(i) has significant influence over the Fund; or

(iii) is a member of the key management personnel of the Fund or the Fund’s parent.

An entity is related to the Fund if any of the following conditions applies:

(i)  The entity and the Fund are members of the same group (which means that each parent, subsidiary and fellow subsidiary is related to the others).
(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a group of which the other entity is a member).
(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either the Fund or an entity related to the Fund.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key management personnel of the entity (or of a parent of the entity).

Close members of the family of a person are those family members who may be expected to influence, or be influenced by, that person in their dealings with the entity.

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.

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.

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:

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

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

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.
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Notes on the Financial Statements (continued)

(i)  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 Fund is
identified as the Manager, Hang Seng Investment Management Limited.

3 Changes in accounting policies

The HKICPA has issued a number of amendments to HKFRSs and one new Interpretation 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:

() HKAS 24 (revised 2009), Related party disclosures

(i) Improvements to HKFRSs (2010)

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

The impacts of the above developments are discussed below:

(i) HKAS 24 (revised 2009) revises the definition of a related party. As a result, the Fund has re-assessed the identification of related parties and concluded that the revised
definition does not have any material impact on the Fund’s related party disclosures in the current and previous period. HKAS 24 (revised 2009) also introduces modified
disclosure requirements for government-related entities. This does not impact the Fund because the Fund is not a government-related entity.

(i) Improvements to HKFRSs (2010) omnibus standard introduces a number of amendments to the disclosure requirements in HKFRS 7, Financial instruments: Disclosures. The

disclosures about the Fund'’s financial instruments in notes 6 and 15 have been conformed to the amended disclosure requirements. These amendments do not have any
material impact on the classification, recognition and measurements of the amounts recognised in the financial statements in the current and previous periods.

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 which is recorded gross of withholding tax in profit or loss.

5 Investments at fair value through profit or loss

Investments at fair value through profit or loss as of 31 December 2011 and 31 December 2010 are shown on page 15.

6 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.

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:l?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
(i) 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"). The Fund estimates the future

reasonably possible market price fluctuations for equity investments on an overall basis. It is estimated that a reasonably possible strengthening in the Index price of
20% (2010: 20%) at 31 December 2011, would increase the net assets attributable to unitholders by HKD3,594,633,092 (2010: HKD 4,136,284,317); an equal change
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Notes on the Financial Statements (continued)

(b)

in the opposite direction would decrease the net assets attributable to unitholders by an equal but opposite amount. The analysis assumes that all other variables, in
particular, interest rates remain constant.

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 Manager 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 Manager 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 Manager 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 2011 and 31 December 2010.

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 100,000 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.

The Manager has the right to declare suspension of unitholders' right to redeem units under certain conditions, such as when 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.

7 Interest income

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

8 Dividend income

The net dividend income which was net of any non-recoverable withholding taxes earned by the Fund during the year is shown on page 16.

9 Net (losses)/gains on investments

During the year, the Fund earned or incurred gains and losses from equities as shown on page 16.

10 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. The
relevant receivables and payables are unsecured, interest-free and repayable on demand:
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Notes on the Financial Statements (continued)

(@) 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 8,207,286 (2010: HKD 9,706,217).

(b)  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 entitied 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 781,831 (2010: HKD 876,569). The Trustee also earned
fees for providing various other services to the Fund during the year as shown on page 16.

(c)  The Fund utilises the services of Hang Seng Securities Limited (‘HSSL”), a wholly-owned subsidiary of HSB and The Hong Kong and Shanghai Banking Corporation Limited
("HSBC”) in its purchase and sale of investments. Details of such transactions executed and fees paid during the year are shown on page 17.

(d)  Also, the Fund utilises the services of HSB and pays securities expenses and safe custody charges for depository of securities to HSB. Details of such fees paid during the
year are shown on page 17.

(e)  The Fund has been licensed by Hang Seng Indexes Company Limited (“HSIL"), a wholly-owned subsidiary 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 fee paid to HSIL is shown on page 17.

(f)  Certain bank accounts are maintained with HSBC and HSB. The respective bank balances at 31 December 2011 are HKD 147,238,921 (2010: HKD 95,974) and HKD
46,054,065 (2010: HKD 184,128,872). The interest income earned from HSB'’s bank accounts during the year is HKD 5,352 (2010: HKD 12,001).

(9) As at year end date, the unsecured overdraft facility of HKD100,000,000 (2010: HKD100,000,000) was provided by HSB to the Fund, with interest charged at 1.5% per
annum over the HKD prime lending rate (2010: 1.5% per annum over the HKD prime lending rate). During the year, the Fund paid nil commitment fee (2010: HKD 823,881)
to HSB for the unused portion of bank overdraft facility; paid annual fee of HKD 600,000 (2010: HKD 600,000) for the overdraft facility and paid nil bank overdraft interest
(2010: HKD 317,649).

(h)  During the year, HSB charged service fees for handling dividend income amounting to HKD 230,045 (2010: HKD 196,386) 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 and Hang Seng H-Share Index Tracking Fund managed by HSIM invest in the Fund and earn the Fund'’s distributions to unitholders. At
the year end date, these sub-funds held 13,700,844 units (2010: 13,004,026 units) of the Fund. During the year, distributions to unitholders earned by these sub-funds were
HKD 33,530,269 (2010: HKD 20,915,661) and distributions payable to these sub-funds at the year end date is HKD 12,257,383 (2010: HKD 8,975,558).

()  Hang Seng China H-Share Index Fund and Hang Seng H-Share Index Tracking Fund, which are managed by HSIM, subscribed 764,598 units (2010: 829,287 units) and

1,174,239 units (2010: nil) of the Fund at amounts of HKD 89,418,604 (2010: HKD 102,679,276) and HKD 130,275,789 (2010: nil) respectively, and redeemed 146,564 units
(2010: 376,783 units ) and 159,255 units (2010: nil) of the Fund at amounts of HKD 15,441,871 (2010: HKD 48,416,298) and HKD 16,409,987 (2010: nil) respectively 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, purchased 4,850,800 and 8,016,000 units
(2010: 6,748,600 and 9,696,000 units) of the Fund at amounts of HKD 603,417,433 and HKD 965,083,255 (2010: HKD 831,951,181 and HKD 1,190,689,926) respectively,
and sold 5,989,000 and 7,814,000 units (2010: 7,024,000 and 8,344,800 units) of the Fund at amounts of HKD 735,642,626 and HKD 891,567,311 (2010: HKD 871,304,696
and HKD 1,023,280,934) 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.

11 Units in issue

For movements of units in issue, please refer to page 17.

12 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.

13 Bank overdraft

Bank overdrafts were unsecured and repayable on demand.

14 Soft dollar commission

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

15 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 amounts receivable on subscription of units, 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 2e(iv).
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Notes on the Financial Statements (continued)

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

® |evel 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.

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 18 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.

There were no significant transfers of financial instruments between fair value hierarchy levels during the year.

16 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.

Major 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. Majority of the Fund’s income from investments is from equities listed in Hong Kong.

17 Possible impact of amendments and new standards issued but not yet effective for the year ended 31 December 2011

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments and new standards which are not yet effective for the year ended 31
December 2011 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

Amendments to HKFRS 7, Financial instruments: Disclosures — Transfers of financial assets 1 July 2011
Amendments to HKAS 1, Presentation of financial statements — Presentation of items

of other comprehensive income 1 July 2012
HKFRS 13, Fair value measurement 1 January 2013
HKFRS 9, Financial instruments 1 January 2015

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 in HK Dollar

& /}’E?Fund/lndex 2011 2010
EES H'i]&ﬁgj@ Tlj3+ < * Hang Seng H-Share Index ETF * -20.18% 0.60%
REN ﬁ'ﬂ—i f’gjr# Hang Seng China Enterprises Index * -19.87% 1.48%

7] ¢ ¥Fi: HSBC Provident Fund Trustee (Hong Kong) Limited ™ {f1 2 ?Fgrs L ’ﬁJ
Source: HSBC Provident Fund Trustee (Hong Kong) Limited and Hang Seng Indexes Company Limited.

" ALV I Y J O (VRS SEERTOL (PR ARLF S AR FTOITE

* Performance is calculated in base currency W|th Unit-price to Unit-price, dividend relnvested (if any).

PRI A LR YD SRR BT R SRS P B A A

# Performance is calculated in total return with dividend reinvested, net of PRC withholding tax.

SR S A T U R R T PR &) ) L8 O A A B SRR T (R AR SRR [
ENE I By Tl B E R 2 Mﬁl G E R et W ER DR
Investors should note that all investment involves I’ISkS (mcludmg the possibility of loss of the capital invested), prices of fund units may go up as well as down and past
performance is not indicative of future performance. Investors should read the relevant fund's offering documents (including the full text of the risk factors stated therein) in detail
before making any investment decision.
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Hang Seng H-Share Index ETF — Comparison of Daily Closing Price and Net Asset Value per Unit

20115 V55 FUST] (% T YR 98 Y e
Comparison of Daily Closing Price and Net Asset Value per Unit for 2011

it ¥ 5 [ Net Asset Value per Unit — U]}t Closing Price
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Comparison of Daily Closing Price and Net Asset Value per Unit for 2010
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it Y 5 [ Net Asset Value per Unit — U]t Closing Price
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Hang Seng China Enterprises Index Constituent Stocks Disclosure

AT EENIIA S S 2 R e IS4G L
The following are those constituent stocks that accounted for more than 10% of the weighting of the Hang Seng China Enterprises Index ("the Index").

2011 12E]31f!

As at 31 December 2011

G AR (F15 )
Constituent Stocks Weighting of the Index (%)
FlBs! Fﬁﬂ%if'f Industrial and Commercial Bank of China 10.21%

2010 12E] 31f!

As at 31 December 2010

S [ RS (F1 57 1)
Constituent Stocks Weighting of the Index (%)
I 1Bt I%fii{‘f China Construction Bank 10.02%
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Report on Investment Overwelght in Constltuent Stocks of the Hang Seng China Enterprises Index by the Fund

F12011F 1E] 1F 1= 2011.F 12 31F!
From 1 January 2011 to 31 December 2011

Wﬁlf VR #Hmﬂ; C RS R LRI E U )RR RL S (R TR A S PR B PGS o Bl AR UL &
rﬁ#&aﬂiﬁtu@' % CRNNRIE £ =g et Wiﬂﬁlrw 3 HH«'HWEJ’H FAAREC ) PIRRRES LA S s O
ﬁ&fﬁﬁ?ﬁ?ﬁﬁjﬁ‘mﬁ*g ik} E'J/iﬁlﬁq%ﬁ% =
10%]°] ™~ 49’
10%=30% 4%
30%2 50% 3%
50%!") - 2%

F{ ﬁ plf’ﬂe‘ﬁ‘y |/J'5]&11‘/‘Sﬂ}f'5(’"’r f'—;! [HE10% » = ffighe 55 t'ﬁ[ﬁ f'fg!ll%féiﬁgﬂ}ﬁ‘}f}]ﬁ&ﬁﬁﬁﬁ&'ﬁﬁ FEr (S 0%[5”] o o3 il = Ry DR PR R

;E@'ﬁ 3%}*10% o
0N EFAF I Z= 201 F A2F 3P P BLE R 25897 Fﬁz‘ﬁ '—gﬂiﬁfﬂ
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% 49
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 2011 to 31 December 2011, the Manager has complied in full with the above maximum extra weighting.
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Management and Administration
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Manager and Listing Agent

Hang Seng Investment Management Limited
83 Des Voeux Road Central

Hong Kong

Directors of the Manager and Listing Agent
Fung Hau Chung, Andrew

Lee Pui Shan

Luk Sai Lung

Lau Chuen Chung

Ngan Man Kit

Trustee, Custodian and Registrar

HSBC Provident Fund Trustee (Hong Kong) Limited
1 Queen's Road Central

Hong Kong

Conversion Agent

HK Conversion Agency Services Limited
2nd Floor Vicwood Plaza

199 Des Voeux Road

Central Hong Kong

Auditor

KPMG

8th Floor, Prince's Building
10 Chater Road
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Issued by Hang Seng Investment Management Limited, a wholly-owned subsidiary of Hang Seng Bank





