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Performance Table

fﬁj*ﬁilf_ﬁ
Price Record
2011 2010 2009 2008 2007 2006 2005 2004
f‘eﬁﬁq =2 f‘eﬁﬁq =2 f‘eﬁﬁq =7 f‘eﬁﬁq =2 f‘eﬁﬁq =2 f‘eﬁﬁq =7 f‘eﬁﬁq =2 f‘eﬁﬁq =2
Rl Mpf D IR R iR R B R R @ ER R EER iR EER
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 246.07 164.71 254.00 19420  232.78 11436  277.75 112.87  319.72 18748  203.41 150.34 156.36 134.43 144.47 129.24
£ 10 7Y% 9
Net Asset Value Per Unit
20115 125311 2010+ 12531} ! 2009 125311 2008 12531} !
As at 31 December 2011 As at 31 December 2010 As at 31 December 2009 As at 31 December 2008
W
HKD 185.22 231.22 219.61 144.28
R H )V EYE AR
Total Net Assets Attributable to Unitholders
20117 125311 2010 F 12531} ! 2009F 125|311 2008F 12531} !
As at 31 December 2011 As at 31 December 2010 As at 31 December 2009 As at 31 December 2008
R
HKD 26,171,661,619 29,016,565,773 24,547,446,278 13,621,336,230
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To the unitholders of Hang Seng Index ETF ("the Fund")

We hereby confirm that, in our opinion, the Manager, Hang Seng Investment Management Limited has, in all material respects, managed the Fund in accordance with the
provisions of the Trust Deed dated 10 September 2004, as amended, for the year ended 31 December 2011.

American International Assurance Company (Trustee) Limited
27 April 2012
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Independent Auditor’s Report

Independent Auditor's Report to the Unitholders of Hang Seng 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

20115 12E[31F! as at 31 December 2011

L s T
i AEESRE

(H7) % of Total Net
“F‘,i#_'—ﬂ J}G“?f ?ﬁ +ErE! Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HK$) to Unitholders
“F‘,f&’}&‘fﬁlj Hong Kong Equities
I Commerce & Industry
H Iﬁiﬁ'éﬂ‘#’ Aluminum Corporation of China 18,731,676 62,938,431 0.24%
FIETBIE Belle International 22,032,055 297,432,743 1.14%
ﬁaﬁl? %’J:' Cathay Pacific Airways 5,604,618 74,541,419 0.28%
Fl1BsI[ 1 f“y‘ﬁ China Coal Energy 18,529,576 154,907,255 0.59%
;T) i rpg Ed I China Merchants Holdings International 5,868,663 132,338,351 0.50%
H BT China Mobile 28,598,910 2,169,227,324 8.29%
FlisIT Pz China Petroleum & Chemical 79,700,341 651,151,786 2.49%
H A China Resources Enterprise 5,697,954 150,995,781 0.58%
RREEGES fieTR China Shenhua Energy 16,142,093 542,374,325 2.07%
FliB %] China Unicom 22,385,606 366,228,514 1.40%
CITIC Pacific 6,066,193 84,441,407 0.32%
FlTBSEIFE 7 (i CNOOC 84,865,299 1,152,470,760 4.40%
Flsm iy COSCO Pacific 7,727,640 70,012,418 0.27%
[UBERSR Esprit Holdings 6,129,117 61,291,170 0.23%
154 BIfE Hengan International 3,793,776 274,479,694 1.05%
Ft'*‘ﬁﬁ Hutchison Whampoa 10,124,353 659,601,598 2.52%
bali=g Li & Fung 26,936,480 386,269,123 1.48%
T‘ W MTR Corporation 6,868,149 172,047,132 0.66%
P b A New World Development 17,056,510 106,603,188 0.41%
RIEASNUIRS IS PetroChina 100,213,082 969,060,503 3.70%
AN EEA Swire Pacific ‘A’ 3,440,996 322,421,325 1.23%
iCazsily Tencent Holdings 5,231,434 816,103,704 3.12%
S e Tingyi Holdings 9,294,000 219,338,400 0.84%
FI 1 [BSI f A Want Want China Holdings 34,535,000 266,610,200 1.02%
j u%%fr’j;% =1 Wharf (Holdings) 7,193,110 252,118,506 0.96%
10,415,005,057 39.79%
& Finance
A A5l A AIA Group 40,043,878 969,061,847 3.70%
FlEsEaL Bank of China 337,604,592 965,549,133 3.69%
LR Bank of Communications 34,644,253 188,118,294 0.72%
RS Bank of East Asia 7,395,237 216,680,444 0.83%
fl |5{~LF‘,?%§ BOC Hong Kong 17,575,721 323,393,266 1.23%
Fl 1Bt el China Construction Bank 342,573,484 1,849,896,814 7.07%
Pl ~ 2 i b China Life Insurance 35,342,677 677,872,545 2.59%
(RES N Hang Seng Bank 3,632,233 334,165,436 1.28%
F‘,ﬁﬁz Bh RS BT Hong Kong Exchanges & Clearing 4,869,274 607,198,468 2.32%
TEEE HSBC Holdings 65,168,721 3,844,954,539 14.69%
Fligst ﬁ“ﬂf{if’v‘ Industrial and Commercial Bank of China 309,184,922 1,425,342,490 5.44%
Pl 5 Ping An Insurance 9,662,471 493,752,268 1.89%
11,895,985,544 45.45%
By Properties
RITWH (RED Cheung Kong (Holdings) 6,600,993 608,611,555 2.32%
Fl1BIA] 9F 55 China Overseas Land & Investment 19,406,883 251,125,066 0.96%
Ed if’%f?fi*’i China Resources Land 8,954,189 111,390,111 0.43%
eI kg% Hang Lung Properties 10,620,657 233,654,454 0.89%
1@ ' Phe $ 13 Henderson Land Development 4,499,907 172,796,429 0.66%
*U iE ¢ Sino Land 13,777,824 151,556,064 0.58%
th By Sun Hung Kai Properties 6,544,586 634,824,842 2.43%
2,163,958,521 8.27%
SYRIE Utilities
e il’g?q—")l China Resources Power 9,004,857 134,172,369 0.52%
il I'Fq?zt'ljg* CLP Holdings 8,571,039 565,260,022 2.16%
H?%H =& Hong Kong & China Gas 22,514,182 403,454,141 1.54%
rﬂﬁ IES Power Assets Holdings 6,588,995 377,549,414 1.44%
1,480,435,946 5.66%
W’;”rﬁ i frgi Total Investments 25,955,385,068 99.17%
(A#E 7574 7 Total cost of investments - HKD 27,161,990,019 p# 7 )
* Po%YE ¥ i Other Net Assets 216,276,551 0.83%
kel -'\j'ﬁ‘ﬁj + VYR IR Total Net Assets Attributable to Unitholders 26,171,661,619 100.00%
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Statement of Movements in Portfolio Holdings

220115 12| 31F [ (-5 & for the year ended 31 December 2011

B # 5F
20115 1E[1F! 20115 12E|31F!
Y Holdings as at e &P Holdings as at
Investments 01 Jan 2011 Additions Disposals 31 Dec 2011
R Listed Investments
“F‘,iiﬁ-ﬁ&‘“EJ Hong Kong Equities
- ﬁ Commerce & Industry
Fl g ﬁji’ Aluminum Corporation of China 18,901,924 3,220,448 3,390,696 18,731,676
TR Belle International 22,228,540 3,742,493 3,938,978 22,032,055
[g&lér ok Cathay Pacific Airways 5,655,067 984,315 1,034,764 5,604,618
FIESIF] VR FEVR China Coal Energy 19,681,520 3,279,922 4,431,866 18,529,576
i i China Merchants Holdings International 5,263,347 1,678,228 1,072,912 5,868,663
Frl(ﬁﬁl%;J China Mobile 28,843,862 4,824,971 5,069,923 28,598,910
FHBT == China Petroleum & Chemical 80,409,858 13,480,679 14,190,196 79,700,341
ﬁ’ e China Resources Enterprise 5,745,307 1,050,670 1,098,023 5,697,954
1l r“ China Shenhua Energy 16,288,058 2,730,444 2,876,409 16,142,093
]{[aszl, ) China Unicom 22,583,887 3,844,677 4,042,958 22,385,606
CITIC Pacific 6,120,111 1,058,141 1,112,059 6,066,193
CNOOC 85,621,582 14,248,438 15,004,721 84,865,299
COSCO Pacific 7,798,513 1,384,862 1,455,735 7,727,640
| Esprit Holdings 5,863,430 1,016,353 750,666 6,129,117
(= [g&lj;z: Hengan International - 4,135,276 341,500 3,793,776
gh,4 RIS Foxconn International Holdings 10,269,914 809,142 11,079,056 -
I ?, i Hutchison Whampoa 10,214,328 1,750,508 1,840,483 10,124,353
“ Li & Fung 11,893,701 61,819,050 46,776,271 26,936,480
lﬁ}ggi'f, MTR Corporation 6,910,046 1,291,892 1,333,789 6,868,149
R New World Development 11,265,729 19,757,018 13,966,237 17,056,510
H [gyl NE!‘\‘HQ%L PetroChina 101,107,427 16,905,545 17,799,890 100,213,082
(A Swire Pacific ‘A’ 3,473,017 600,160 632,181 3,440,996
£u}7I e Tencent Holdings 4,817,835 1,210,988 797,389 5,231,434
’,31&[[‘ {2y Tingyi Holdings - 9,312,000 18,000 9,294,000
Fl B2 e Want Want China Holdings - 34,607,000 72,000 34,535,000
uuc_f“ﬁ [Ed Wharf (Holdings) 6,599,103 1,903,244 1,309,237 7,193,110
ﬁﬁﬂ Finance
A A (W A AlA Group - 43,682,678 3,638,800 40,043,878
PR Bank of China 300,535,791 76,569,729 39,500,928 337,604,592
ﬂznmﬁiw Bank of Communications 31,775,226 8,761,619 5,892,592 34,644,253
1@_‘ 158U Bank of East Asia 7,828,384 1,522,166 1,955,313 7,395,237
f’iﬁ BOC Hong Kong 17,733,408 2,972,754 3,130,441 17,575,721
] ![as«lﬁ%%&w China Construction Bank 288,017,217 92,444,293 37,888,026 342,573,484
FIEs S Pl China Life Insurance 35,657,749 5,978,349 6,293,421 35,342,677
| [ Hang Seng Bank 3,664,952 613,601 646,320 3,632,233
}ﬁf{m{\ uu;ﬁﬁfﬁ Hong Kong Exchanges & Clearing 4,907,441 821,718 859,885 4,869,274
TEEe HSBC Holdings 54,814,782 18,963,561 8,609,622 65,168,721
Fligst F‘@J%‘Lfé Industrial and Commercial Bank of China 270,343,363 85,686,286 46,844,727 309,184,922
FLr 3 Ping An Insurance 8,217,323 2,506,059 1,060,911 9,662,471
izl 3 Properties
RITH¥ (BERED Cheung Kong (Holdings) 6,659,450 1,152,107 1,210,564 6,600,993
FHEE 9t 52 5 China Overseas Land & Investment 19,581,002 3,350,474 3,524,593 19,406,883
ﬁ" iFﬁfF{f"ﬁ China Resources Land 9,654,258 1,609,124 2,309,193 8,954,189
EIfER % Hang Lung Properties 9,989,976 3,771,511 3,140,830 10,620,657
r|~p§£;}~“${ P Henderson Land Development 5,187,943 889,503 1,577,539 4,499,907
FaUEE 4 Sino Land 11,742,758 4,448,823 2,413,757 13,777,824
311?,5; Puk Sun Hung Kai Properties 7,389,006 1,269,859 2,114,279 6,544,586
j‘: EIE[E S Utilities
HHE] China Resources Power 9,022,793 1,607,264 1,625,200 9,004,857
I?l e CLP Holdings 8,647,243 1,458,904 1,535,108 8,571,039
&L [ 12 A5 S Hong Kong & China Gas 20,649,222 5,843,535 3,978,575 22,514,182
f“'r *44 E'd Power Assets Holdings 6,647,093 1,131,438 1,189,536 6,588,995
%&Ejﬁﬁ@ Rights
Commerce & Industry
}“FE b S S AR (2011 10 5 ]) New World Development Rights (Oct 2011) - 16,498,170 16,498,170
uu:—f“% [N (2011 2F]) Wharf (Holdings) Rights (Feb 2011) - 678,310 678,310
:J]E_l—ﬁ J?L‘”‘;’f Unlisted Investments
’}L‘%Jr%ﬁﬁ Rights
LR Basic Materials
ié?ﬁfs m‘ﬁy’ﬁz‘;@(mﬂ F6E]) Newton Resources Rights (Jun 2011) - 67,742 67,742 -
i % Commerce & Industry
% blE €IJ$’ CPEME(2011F 10%5]) China Resources Enterprise Rights (Oct 2011) - 714,014 714,014 -
ﬁljc’ *ﬁg"ﬁa@ 2011 3%]) Hutchison Whampoa Rights (Mar 2011) - 1,051,600 1,051,600
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Statement of Assets and Liabilities

20115 12|31 ! as at 31 December 2011

2011 2010
s (¥#7+) (¥#7)
Nopes (HKD) (HKD)
¥ Assets
o ff;? filrg) g ﬁ‘}gﬁj[l%&ﬁ Investments at fair value through profit or loss 5,6,15 25,955,385,068 28,845,821,240
T ELST PE#(2F Dividend receivable 10(9) 60,497,968 31,123,835
Tl 72 |1 58 3 7Fi Amounts receivable on subscription of units 36,827,021 73,496,755
& W 2LE P Cash and cash equivalents 10(f) 467,186,369 479,486,368
E’)@?ﬂ@t@ Total Assets 26,519,896,426 29,429,928,198
F"jr%p Liabilities
Tf+] $&7#2F Amounts payable on purchase of investments - 37,858,892
& }L@[ﬂlﬁ‘{ i (-1 Amounts payable on redemption of units 49,071,797 46,693,856
SRR X R R TET Accrued expenses and other payables 10(a)&(b) 3,367,432 3,844,439
(] 4 55 YT F Distributions payable 10(i) 295,795,578 324,965,238
g1 fAiAEMD Total Liabilities 348,234,807 413,362,425
el f\ﬂﬁ‘EJ ~ VYR B Net assets attributable to unitholders 12 26,171,661,619 29,016,565,773
< Representing:
fazERA I Total Equity 26,171,661,619 29,016,565,773
=I5 = BT BE ! Total number of units in issue 10(),11 141,296,823 125,492,931
185.22 231.22

& B0 FY7% 39 [l Net asset value per unit

Froes b R Rl S REENT2012F 47 [ 2T P HE R AIE S 5 -

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

SY13Z 251y wﬁ%w P 21— ﬁﬁ [y e
The notes on pages 13 to 25 form part of the financial statements.

} (¥ For and on behalf of
}AE S Trustee

FB A (FE) IR
} American International Assurance Company (Trustee) Limited

} 4% For and on behalf of
L& Manager
JRiEES W;}m L il

} Hang Seng Investment Management Limited



ERIFET R
Statement of Comprehensive Income

2201185 125 31| [ 3 for the year ended 31 December 2011

20115 1275|311 2010 125 [ 31F !
== i
Year ended Year ended
31 December 2011 31 December 2010
(=3 (#7) (#5)
Notes (HKD) (HKD)
J&7 Income
HEEL]% ™ Dividend income 8,10(g) 922,638,377 755,597,178
§'4E | Expenses
FEZPY £ Auditor's remuneration (295,784) (257,112)
W E Y554 R | Legal and professional fees (92,134) -
W’é? anagement fees 10(a) (14,441,975) (13,038,062)
Tﬁi”ﬁ: 'b Registrar's fees 10(h) (15,557) (15,600)
=45 ?ﬁf‘&f{ﬁ% #'v"| Safe custody and bank charges 10(d) (9,315,343) (9,024,007)
FEE'YH | Sundry expenses 10(e) (5,145,357) (4,702,785)
¥ pAA'WH | Investment transaction costs 10(c) (16,209,031) (13,484,672)
fif o5 M U phi' Transaction fees paid to trustee 10(h) (2,998,700) (2,719,500)
U MY Trustee's fees 10(b) (8,784,856) (7,942,837)
f Ff 1 fifi7* Valuation fees 10(h) (98,400) (99,600)
(57,397,137) (51,284,175)
TR B ISR Bl
Income before (losses)/gains on investments 865,241,240 704,313,003
FRY(EH/(5 2% (Losses)/gains on investments
R (ST 2E Net (losses)/gains on investments 9 (6,266,177,652) 1,511,230,196
T 5135115 2% Net foreign exchange gain 12 191
%5 7Y ] Securities expenses 10(d) (517,317) (342,559)
(6,266,694,957) 1,510,887,828
i FIRIEI O GRR
(Loss)/income before finance costs (5,401,453,717) 2,215,200,831
FYreYRy 4 Finance costs
FIJELF U Interest expenses 10(1) (239)
B R
(Loss)/income before taxation (5,401,453,717) 2,215,200,592
#If] Taxation 48 (44,605,931) (38,474,755)
T E "‘if'ﬁ‘s] FPUERR)IE T W EF B E Pl
(Loss)/income attributable to unitholders and total comprehensive income for the year (5,446,059,648) 2,176,725,837

V13 25F IR Ak R 0 -
The notes on pages 13 to 25 form part of the financial statements.




MR
Statement of Changes in Equity

220118 12|31 [ [-& & for the year ended 31 December 2011

2011 125311 2010 125311
I 1
Year ended Year ended
31 December 2011 31 December 2010
=3 (H-7) (Hh7)
Notes (HKD) (HKD)
FFIREE
Balance at beginning of year 29,016,565,773 24,547,446,278
PRI RE) OGNS O F R E s
(Loss)/income attributable to unitholders and total comprehensive income for the year (5,446,059,648) 2,176,725,837
FEHHEPICH ) e B R R
Transactions with owners (i.e. unitholders), recorded directly in equity
8 H O P e Tl T
Received and receivable on issue of units 10(j),11 10,162,687,656 8,632,999,963
BT o Fefs] s
Paid and payable on redemption of units 10(),11 (6,661,257,502) (5,680,466,745)
SR ) S s TE
Distributions to unitholders 10(i) (900,274,660) (660,139,560)
= HENH ‘i"#‘j?j RV pLERE
Total transactions with owners (i.e. unitholders) 2,601,155,494 2,292,393,658
38R
Balance at year end 26,171,661,619 29,016,565,773

5113% 251 pflﬂﬁﬁ%tmﬁﬁ A D -
The notes on pages 13 to 25 form part of the financial statements.




FEWER
Cash Flow Statement

2201185 125 31| [ 3 for the year ended 31 December 2011

e e
20115 125311 2010 12531 !
1R 1R
Year ended Year ended
31 December 2011 31 December 2010
() (H)
(HKD) (HKD)
FEEVIGEY Operating activities
1 B Payment for legal and professional fee (92,134) -
WQH{%F’“ & Payment for auditor's remuneration (272,889) (229,269)
'?FITLEZA',J Payment for management fees (14,588,011) (12,841,552)
A~ ' Payment for trustee's fees (8,855,649) (7,818,631)
¥ pAi'WH | Payment for investment transaction costs (16,209,031) (13,484,672)
bV B 3 (] Payment for transaction fees paid to trustee (2,998,700) (2,719,500)
ﬁ el 'y Payment for registrar's fees (15,557) (15,600)
fff; 17" Payment for valuation fees (98,400) (99,600)
B ;;"Fﬁ’b’f,{iu‘? 7'45'| Payment for safe custody and bank charges (9,315,343) (9,024,007)
3T U Payment for other operating expenses (5,428,418) (4,314,829)
E‘Jii?;g‘»g’ﬁﬁgﬁﬁfﬁﬁ £ 5#8 Net cash used in operating activities (57,874,132) (50,547,660)
?&‘"‘;’j-%ﬁ',gi’h Investing activities
55 1'9H | Payment for securities expenses (517,317) (342,559)
YIRS Bt #2F Dividend income received 59,579,034 602,745,956
8 FE YT 2F1 Proceeds from sale of investments 5,678,170,716 3,490,401,641
Fe LY #7F1 Payment for purchase of investments (7,962,123,422) (6,226,313,068)
E‘J’f?;}#’%’}’iﬁ;&ﬁﬂfﬁ@ 93 Net cash used in investing activities (2,224,890,989) (2,133,508,030)
ﬁ[{‘g’}iﬁ?& Financing activities
FI LS LY Interest expenses - (239)
s H?H b Bt ¥ 71 Proceeds on issue of units 9,775,151,848 8,479,416,964
[ H1 5 Fief+] 38 7T Payments on redemption of units (6,575,242,406) (5,569,323,850)
?f f fﬂ?ﬁ t I MRS 255 9E < ] Distributions paid to unitholders (929,444,320) (558,081,658)
e E‘lﬁy"gﬁ-ﬁﬁﬁﬁfﬁﬁfi I E Net cash generated from financing activities 2,270,465,122 2,352,011,217
HEPHES fﬁ??ﬂiﬂ (& D)7 Net (decrease)/increase in cash and cash equivalents (12,299,999) 167,955,527
LI VHEWEE %“f?’f#ﬂ Cash and cash equivalents at 1 January 479,486,368 311,530,841
467,186,369 479,486,368

FLREBIFVHEWHE %“f?’f?ﬂ Cash and cash equivalents at 31 December

EINIEHE D b
Major non-cash transactions:

(i) HeFr v’iﬁﬁ‘éj 73 S 2 1 }ngm EYIE > £ AT 1424,205,5423 71 (2010 ¢ 132,782,064 7+ ) » I') 201,900,000 & HT & (2010 * 600,0005L = {1 ) -
During the year, unitholders subscribed for 1,900,000 units of the Fund (2010: 600,000 units) by tendering a basket of Constituent Stocks of Hang Seng Index with market value of

HKD424,205,542 (2010: HKD132,782,056).

(iiy H-F A v’ﬁﬁ‘éj * 5755 IR 350,000 6L & §1F (2010 © 500,0005L & F1 ) » IV~ EE5TE % }FQW 778 ﬁi[ﬂji@83,637,155?{£ﬁ (2010 : 116,246,819¥ 7 ) »
During the year, unitholders tendered 350,000 units of the Fund (2010: 500,000 units) in exchange for a basket of constituent stocks of Hang Seng Index with a market value of HKD83,637,155

(2010: HKD116,246,819).

(i) H==F 0] FLE I PIRELF G0 & $E51789,079,2790 7+ (2010: 113,734,360 7 )
During the year, the Fund had dividend re-investment amounting to HKD789,079,279 (2010: HKD113,734,360).

V132 25 UM ik S A I -
The notes on pages 13 to 25 form part of the financial statements.
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Distribution Statement

2201185 125 31| [ 3 for the year ended 31 December 2011

e e
2011 12531} ! 2010 12531 !
- i)
Year ended Year ended
31 December 2011 31 December 2010
(Hh7) (¥h7+)
(HKD) (HKD)
FRIASVEV T B E
Undistributed income brought forward 68,150,621 31,987,734
i BTG CRBIED) U g e B e g
Income attributable to unitholders before (losses)/gains on investments 865,241,240 704,313,003
JRY L B
Investment transaction costs 16,209,031 13,484,672
FIIELF U Interest expenses - (239)
AIZF1 Taxation (44,605,931) (38,474,755)
i H o i R R () ﬁﬂj} )
Income portion of received and receivable on issue of units 65,129,451 64,790,039
F [ 1 0 ] O e (5 ﬁﬂ:’]‘)
Income portion of paid and payable on redemption of units (42,505,953) (47,810,273)
B ufr | S O VR 4
Amount available for distribution to unitholders 927,618,459 728,290,181
SN Ol
Distributions to unitholders (900,274,660) (660,139,560)
Undistributed income carried forward 27,343,799 68,150,621
RE v';"’ﬁj“ﬁj MAYETY- SWIEE 5T V(S [T ) First distribution to unitholders per unit 4.50 2.80
SIVESHLE FJ]‘”EJ *fiu 13 Date of distribution to unitholders 2011# 65|30} ! 2010 65251
30 June 2011 25 June 2010
RE ;'F’jfj MAYETT SV 5TVE(S) HT ) Second distribution to unitholders per unit 2.10 2.60
IVEHL ";"F:]“EJ * [ | 1#] Date of distribution to unitholders 2011:F 125 [16F ! 2010 12517} 1
16 December 2011 17 December 2010

V132 25 F1 VT A B A A - 0 -
The notes on pages 13 to 25 form part of the financial statements.
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(i) CFHERF ) e (2010%)
AALE D RARER AR A 2 SO R -

| HAEERf /.%"Hm pucy// (I

U] <<£,?%Fﬁ FHEL) 57245 (20097 (£574) (SF rf‘jﬁ“ﬁﬂu - FpVER P ¢£ifﬂ¥1"ﬁ”jﬁjﬁﬂi VTR AR
é'ﬁ/?wﬁﬁ'iflr'ﬁ'x{_ﬂ*ﬁﬂf I ORI LA o CFTHE RN FT24BH(2000 SR P I IR o - M”F“‘f”
W‘Pﬁ' o S IO R B

i) 7 ¢ ) o9 2010%)
ek EE (2 UEERILS) 1

IEMISH TSI ST — SRS (ST SIS i S
PSR « LTS 2 B R A MR PR IR T AT

4, FUE
AL 2 s AR RS TE  ST26A(A) SRR BTG B » S U5 2 P ) AR LR g -
S l—gﬁzl‘g‘jj,tlwﬁ‘, T F,J;rva,lﬁquQEgj:gﬁ%g o JRELSE H»ﬂqgﬁgﬂlﬁzmpagﬁﬁ sl q’rﬁﬁ\}gﬁj o

5. F AT )T 4T LY
I RS RS AL S S g R -

2011 2010
#h7 HKD Hh7+ HKD
f?ﬁ FIIJIEE! Hong Kong Listed Equities 25,955,385,068 28,845,821,240

6. ST 5 AR
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L&A RO R (SR TR -

CERRUBCHE OB A U - BL& e U A A Y - B R o A 1) b RS # R [ 4 1)50,000
p*?’@rﬁlﬁ PR S PEEEL S AT ) - R T ) DR iﬁﬁgupfr S et 2R R DA TR

FL& TR PUE | PR R R I ugmﬂ}&ﬁ"{{“ eI o AR R [ AR I o L 8RR i F‘:ﬁlf FFpoEL & oty
1R PR E puar o

IR ] L& W R A Py A L T o
BE T TR A RUR AT -
T S R RRE S TR A AR o IO PG DTRL HTERE ] S podg e Bt SEREIpI e SRR T N O B

7. FJELE?

10.

FEE R FLE VR FI RS T ISR E S E SRR -
L
PN EREL & W A PRIV R V[ O RS AR e
2011 2010
7t HKD 7t HKD
J&ELI& ™ Dividend income 922,638,377 755,597,178
[P Withholding taxes (44,605,931) (38,474,755)
YSEELE ™ Net dividend income 878,032,446 717,122,423
el = i
FEE R[] SRR A RSl "@‘}EJ%’Iﬁi/D“ :
2011 2010
¥t HKD #h7t HKD
~1igl > 7% Realised gains 348,153,005 486,066,220
FAFZHI 2 o AL A Movement on unrealised gains or losses (6,614,330,657) 1,025,163,976
FHA (B % Net (losses)/gains on investments (6,266,177,652) 1,511,230,196

Fiﬁ%“ﬂl» B

Y B R RS T DRI A BT 9 R T RIS B R -



PITBIR I (38)

10. ,ﬁlﬁ’b THGE)

(@) g YR E LY FIJ C TR eyl ) (TERS Risy B — 1 o 8L o = VI Rses ) L3l & py
%gm VI o R [@ TR (AL BRIV O TR PR S I 2 G R I g -
£31,087,7481 7 (2010: 1,233,784 74 ) -

SRR oL

(b) FH ’*‘ﬂ(f “)EILT T ﬁlﬁﬁ‘]
P’ [ R T B eI gﬁgm@ﬂ

ﬁ'“? ol

S L Y R S Y A OASUES TR Y A P 5
O B E IR S S F L (] o B SR R S 0R ~ BUSE * 19E918,994H 7 (2010: 989 78711}71)

(© FEGOIEEFE RS “( TR RS ) O S 2 SRR ) e i R N I RS )R

JLERE P

Nif RS LSRRI PUEELY

Fla R AT
[ pAfaif

| SR R IR I R
AR5 [ LT » 2547 55 7]

NI R S R E RS 2

AL EERIEE B e )

Ikﬁlfi BLAHEAE% ST R
Value of transactions % of total value of Commission Average
executed through HSSL transactions of the Fund paid to HSSL commission rate
2011 2010 2011 2010 2011 2010 2011 2010
W
HKD 222,389,762 29,203,632 1.49% 0.29% 133,563 20,479 0.06% 0.07%
i BhAE LT TPl ek
Value of transactions % of total value of i ] & Average
executed through HSBC transactions of the Fund Commission paid to HSBC commission rate
2011 2010 2011 2010 2011 2010 2011 2010
W
HKD 468,111,709 15,485,402 3.14% 0.15% 161,961 4,639 0.03% 0.03%

(d) FEE P FLEE) R BT PO LT MRS R R JRS R I

AORE St L
g% ] s |
Securities expenses Safe custody charges
paid to HSBC paid to HSBC
2011 2010 2011 2010
W
HKD 517,317 342,559 8,710,561 8,320,071
(€) FlEwrirg PR RHRRE R~ 4 (i o %ﬁlﬁ IR 2 FRREE 1L I (07 AR < BL e I [ RAOgen g
fflr = g
License fee
2011 2010
W
HKD 4,332,593 3,911,419

() glérugq [y EELI T B P WAL 1 4 L F Féjaufiw.,ﬁij"# A% F IR R 55 B| £5466,908,5053 7 (2010 : 60,635,9503 7+ ) = 275,706 7+ (2010 = 286,006
W) o

(G F”ﬁ”‘” B R SRS U Rl S LS U HI A E B TR - F F}FHSI e ’S‘E'LU 'lﬁﬁﬁﬁllﬁ?#};ﬁ?’ﬁﬂj S HEEEPIELE
EI;HTV”T@EJWJH* E MJ‘A12FJ31 PRI R FWP‘ :

125311 - A LU FEA2F |31 el LR

Dividend income Dividend receivable at

Eie for the year ended 31 December 31 December

Currency 2011 2010 2011 2010

vz bag] SN ﬁJ HSBC Holdings Plc 7+ HKD 173,590,141 127,147,830 45,483,513 31,123,835

ff % 457 ¢ =L il Hang Seng Bank Ltd W7 HKD 19,602,917 18,935,906 - -
& A RIS Fil AIA Group Ltd W7 HKD 4,612,903 -

(h)  HSBC Provident Fund Trustee (Hong Kong) Limited(i& ;"6 [Ei=Y FI)RLEL & 05 3~ 50 iy P i ﬁfﬁﬁﬁiﬁg’i‘ﬂj"; o [FEE RN ﬁfﬁ%ﬁiﬁfﬁquﬁrqwﬁiﬁ g

ﬁ?’”ﬁi?’ (£ ¥ ) Registrar's fees (p.a.) ¥t HKD 15,600
5 RECRIE 7S Y= 58" Processing fee for handling each purchase or sale investments W HKD 200
B fpﬂ fifi i I?ﬂ fif§'s Fee for each valuation W7 HKD 400
B 7F R = R EE L & 9= 387" Processing fee for handling each creation, redemption and transfer of units W7 HKD 100

U G e e R R el R e R i s
1 (2010 : 123,028 93131 & ?ﬁ i) ## S 5;4: BRIV & =
(2010 = 318,470,438 71 b= F G5 f ! t’,gl &V IS VTR -

= Eﬁ‘ﬁvglé AT S OREE BT AL SRS S 138 1788205 £
[0l 57 1 £1881,630,5101 74 (2010 © 646,045,2001 7 ) + [y 11280,203 6783147

g@

() wFRPEE }&'ﬁﬁﬁﬁ‘mﬂfw[ﬁﬁﬁléﬁ 53 )11°19,356,982,0983 71 % 6,576,937,4083 7+ (2010 - 8,498,234,473% 7 5,562,297, 769 7+ ) > I?iﬁ§42,365,783§ 3 (R
(2010 : 38,902,808%L = {1 1) = ig3[1130,861,891%5L & {1 i (2010 : 25,287 59551 = {1t
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10.

11.

12.

13.

14.

15.

%?f%ﬁJ

(GO e N I i }&ﬁﬁ"r TCHpYE * ?’Q(‘ISO‘?‘[" FLE& 1 P53 i) 625,586,931 7 1 412,051,883 7 (2010 : 328,042,759% 7+ 241,362,666 7 7+ )
2,777,3005L = |1 68 (2010 © 1,494, 40051 £ Hifh) '* LS ‘.F 1,881 300§l£ %ﬂ ft(2010: 1,099,4005L = {16k ) -

()  HEmREp I;r*%fm%‘,lﬂﬂlﬂﬁu PEIPLE L #51£5,100,000,00094 7 (2010 : 100000000?&;71),zcﬂ}tgfsgmﬁ@fuﬂ “11.5%(2010 = -7 1 RV SR

15%) - 4 G [ 54 IFL S [ o R 3 A R F 45((2010 : 936,958 7 ) 5 ﬁgw@;Jﬁcgwtfeoooooaﬂ(zmo 600,00037+) » L&
W?H%ﬁﬂwﬁ¢ﬁﬁﬂ@ﬁ%~¢i% 12010 : 2307 5%) -
T
FlEl =g s gy
= 2011 125311 (-
For the year ended 31 December 2011
= I O g BRI ok Pl ER TR
Balance Issued during Redeemed during Balance
brought forward the year the year carried forward
FIE BT
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Notes on the Financial Statements

1 Background

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

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

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

As at 31 December 2011, 96% (2010: 97%) of the units of the Fund were held by Hang Seng Index Tracking Fund, which is considered as the parent of the Fund.

2 Significant accounting policies

@)

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

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

(i) Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the contractual provisions of the instruments.

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

(iii)  Measurement

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

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

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).
(ii) 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:

(i)
(i

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 Funds 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 mainly 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 limited exposure to currency risk.
(i) Interest rate risk
Interest rate risk arises from changes in interest rates which may inversely affect the value of interest bearing assets and therefore result in potential gain or loss to the
E::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
(ili)  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 HKD 5,191,077,014 (2010: HKD 5,769,164,248); an equal change
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(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 American International Assurance Company (Trustee) Limited (the “Trustee”). Bankruptcy or insolvency of the Trustee may
cause the Fund's rights with respect to the assets safe-kept by the Trustee to be delayed or limited. The Manager monitors the credit quality of the Trustee on an on-going
basis.

All of the investments of the Fund are held by the Hongkong and Shanghai Banking Corporation Limited (the “Custodian”). Bankruptcy or insolvency of the Custodian may
cause the Fund’s rights with respect to investments held by the Custodian to be delayed or limited. The Manager monitors the risk by monitoring the credit rating of the
Custodian on an on-going basis.

Majority of the cash held by the Fund is deposited with Hang Seng Bank Limited, The Hongkong and Shanghai Banking Corporation Limited and JP Morgan Chase Bank N.A.
HK (the "banks"). Bankruptcy or insolvency of the banks may cause the Fund’s rights with respect to the cash held by the banks to be delayed or limited. The 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 50,000 units; and
through the Manager by the feeder funds, Hang Seng Index Fund and Hang Seng Index Tracking Fund, with a basket of constituent stocks of the Index and a minor
cash component or wholly with cash at a minimum of 1 unit.

The Manager has the right to declare suspension of unitholders' right to redeem units under certain conditions, such as 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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(@)

Hang Seng Investment Management Limited (“HSIM”), a wholly-owned subsidiary of Hang Seng Bank Limited (“HSB”), which is a member of the HSBC Group, is the
Manager of the Fund. HSIM earns management fees at a maximum rate of 1% of net asset value per annum. HSIM received less than the full management fees to which it
was entitled from the Fund during the year and waived its right to the difference. Management fees are calculated as at each dealing date and payable monthly. Management
fees payable to the Manager at the year end date is HKD 1,087,748 (2010: HKD 1,233,784).

American International Assurance Company (Trustee) Limited is the Trustee of the Fund and earns Trustee’s fee at a maximum rate of 0.15% of net asset value per annum.
The Trustee received less than the full trustee’s fee to which it was entitled from the Fund during the year and waived its right to the difference. Trustee’s fee is calculated as
at each dealing day and payable monthly. Trustee’s fee payable at the year end is HKD 918,994 (2010: HKD 989,787).

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

The Fund utilises the services of HSBC in its depository of securities and paid securities expenses and safe custody charges to HSBC. Details of such fees paid during the
year are shown on page 17.

The Fund has been licensed by Hang Seng Indexes Company Limited (“HSIL”) to use Hang Seng Index to create, offer, market and sell the Hang Seng Index ETF during the
year. License fee paid to HSIL is described on page 17.

Certain bank accounts are maintained with HSBC and HSB. The respective bank balances at 31 December 2011 were HKD 466,908,505 (2010: HKD 60,635,950) and HKD
275,706 (2010: HKD 286,006).

During the year, the Fund made investments in the stocks of HSBC Holdings Plc, Hang Seng Bank Ltd and AIA Group Ltd. Details of such investments held as at 31
December 2011 are shown in the Investment Portfolio. Dividend income earned from these investments during the year and dividend receivable as at 31 December 2011 are
shown on page 17.

HSBC Provident Fund Trustee (Hong Kong) Limited, a member of the HSBC Group, is the Administrator of the Fund and earns fees for providing various services to the
Fund during the year as shown on page 17.

Hang Seng Index Leveraged 150 Fund and Hang Seng Index Tracking Fund, which are funds managed by HSIM, invest in the Fund and earn the Fund’s distributions to
unitholders. At the year end date, these funds held 138,178,823 units (2010: 123,028,931 units) of the Fund. During the year, distributions to unitholders earned by these
funds were HKD 881,539,510 (2010: HKD 646,945,200) and distributions payable to these funds at the year end date is HKD 289,203,678 (2010: HKD 318,470,438).

Hang Seng Index Tracking Fund, which is managed by HSIM, subscribed 42,365,783 units (2010: 38,902,808 units) and redeemed 30,861,891 units (2010: 25,287,595 units)
of the Fund, at amounts of HKD 9,356,982,098 (2010: HKD 8,498,234,473) and HKD 6,576,937,408 (2010: HKD 5,562,297,769) respectively during the year.

Hang Seng Index Leveraged 150 Fund, which is managed by HSIM, purchased 2,777,300 units (2010: 1,494,400 units) and sold 1,881,300 units (2010: 1,099,400 units) of
the Fund, at amounts of HKD 625,586,931 (2010: HKD 328,042,759) and HKD 412,051,883 (2010: HKD 241,362,666) respectively through SEHK during the year.

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 936,958)
to HSB for the unused portion of bank overdraft facility; paid annual fee of HKD 600,000 (2010: HKD 500,000) for the overdraft facility and paid nil overdraft interest (2010:
HKD 239).

11 Units in issue

For the movement of units in issue, please refer to page 18.

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 dividend receivable, amounts receivable on subscription of units, cash and cash equivalents, amounts payable on purchase of investments,
amounts payable on redemption of units, accrued expenses and other payables and distributions payable, the carrying amounts approximate fair value due to the immediate or
short-term nature of these financial instruments.

Valuation of financial instruments

The Fund's accounting policy on fair value measurements is detailed in accounting policy in note 2e(iv).
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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 19 presents the carrying value of financial instruments measured at fair value at the date of the statement of assets and liabilities across the three levels of fair
value hierarchy.

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 Index and Hang Seng Index ETF

TR E T A

Performance in HK Dollar

= Fund/Index 2011 2010

e/ }‘F'IEV d/ind

RS T’F’[Eﬁ! ljFt & Hang Seng Index ETF * -17.38% 8.08%
-17.51% 8.40%

RS ?’F’[El’r# Hang Seng Index #

7] Y5 HSBC Provident Fund Trustee (Hong Kong) Limited * {gi % ?ﬁg’ﬁj faLY ’F[J B
Source: HSBC Provident Fund Trustee (Hong Kong) Limited and Hang Seng Indexes Company Limited.
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* Performance is calculated in base currency with Unit-price to Unit-price, dividend reinvested (if any).

PRI IS LR [ AR BT+ AR P B R i -

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

HEY B P T SRS BRI £) 0 L8 T A R R A T (AR AR - e H [
ST AEEHCLR] o BRI BIALS L  8 f (Bd gy SRR 2 ) -

Investors should note that all investment ‘involves risks (including 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 Index ETF Comparlson of Daily Closing Price and Net Asset Value per Unit
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Comparison of Daily Closing Price and Net Asset Value per Unit for 2011
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Comparison of Daily Closing Price and Net Asset Value per Unit for 2010
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Hang Seng Index Constituent Stocks Disclosure

IR R TR P13 ] S
The following are those constituent stocks that accounted for more than 10% of the weighting of the Hang Seng Index (the "Index").

20115 12F]31F!

As at 31 December 2011

S B (F15755)
Constituent Stocks Weighting of the Index (%)
TEETIE HSBC Holdings 14.94%
2010 12F]31F!

As at 31 December 2010

o R B (F15755)

Constituent Stocks

Weighting of the Index (%)

&5 HSBC Holdings
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Report on Investment Overweight in Constltuent Stogks of the Hang Seng Index by the Fund
HlZOll?F 1E[1F1Z2011F 12F[31F!

From 1 January 2011 to 31 December 2011
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As stated in the Hong Kong Offering Document of the Fund, if a representative sampling strategy is implemented when investing for the Fund, the Manager (Hang Seng

Investment Management Limited) will apply such strategy in accordance with the Fund’s relevant investment restrictions thereby enabling the Manager to overweight the
constituent stocks of the Hang Seng Index (the “Index”) relative to their respective weightings in the Index in accordance with the below limits.

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

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

During the year from 1 January 2011 to 31 December 2011, the Manager has complied in full with the above maximum extra weighting.

29



Management and Administration
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