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Performance Table
Bt sk
Price Record
2012 2011 2010 2009 2008 2007 2006 2005 2004
B B bd B B B B B B B B B B B B B B B

sOMEE el SREE(E MEeE S e SRe(E mEE SREE mE SUME MEE SREE

g SR MEEE SREEE MEEE
Highest Lowest  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 Offer Price  Bid Price

AT
HKD 22863  186.09  246.07 16471 25400 19420 23278 11436 27775 11287 31972 18748  203.41 150.34  156.36 13443 14447  129.24
SEARERE
Net Asset Value Per Unit
20125212 H31H 2011512H31H 20105:12H31H 200912 H31H
As at 31 December 2012 As at 31 December 2011 As at 31 December 2010 As at 31 December 2009
AT
HKD 227.99 185.22 231.22 219.61
BREMRAAZEERSE
Total Net Assets Attributable to Unitholders
20124E12H31H 20114E12H31H 20104E12H31H 20094E12H31H
As at 31 December 2012 As at 31 December 2011 As at 31 December 2010 As at 31 December 2009
AT
HKD 34,723,575,190 26,171,661,619 29,016,565,773 24,547,446,278
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Trustee's Report
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EEIRFS (fF5E) ARAHE

201344 H25H

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 2012.

American International Assurance Company (Trustee) Limited
25 April 2013
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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 24, which comprise the statement of assets and liabilities as at 31 December 2012, 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 2012 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

KPMG

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

Central, Hong Kong

25 April 2013
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Investment Portfolio

2012412 H31H as at 31 December 2012

SEREMRFAAZ
mifE SEEEHERSE
(&7T) % of Total Net
B ETkE HirgH Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HK$) to Unitholders
AR Hong Kong Equities
T Commerce & Industry
R gnsE Aluminum Corporation of China 19,381,346 68,416,151 0.20%
H R Belle International 22,796,183 380,696,256 1.10%
BRI Cathay Pacific Airways 5,799,864 82,474,066 0.24%
R AR R China Coal Energy 19,171,302 160,463,798 0.46%
s EERE China Merchants Holdings International 6,116,987 151,701,278 0.44%
RS E) China Mobile 29,632,958 2,674,374,460 7.70%
R A BT China Petroleum & Chemical 82,463,351 724,028,222 2.08%
A China Resources Enterprise 5,896,646 164,811,256 0.47%
o R R R China Shenhua Energy 16,701,151 565,333,961 1.63%
P BRI China Unicom 23,160,370 287,188,588 0.83%
fEHEE CITIC Pacific 8,070,579 93,134,482 0.27%
th FEEH CNOOC 87,762,155 1,472,648,961 4.24%
RS COSCO Pacific 8,101,802 89,119,822 0.26%
EEERERR Esprit 9,516,326 102,015,015 0.29%
TH2ZE S Hengan International 3,925,540 274,002,692 0.79%
Frac =l Hutchison Whampoa 10,475,735 846,963,175 2.44%
EmfelE Kunlun Energy 15,790,000 255,166,400 0.73%
e Li & Fung 28,749,768 393,296,826 1.13%
E AR MTR Corporation 7,110,317 216,509,153 0.62%
R AHRIRA PetroChina 103,684,082 1,134,303,857 3.27%
£ybrhE Sands China 11,870,554 402,411,781 1.16%
B A" Swire Pacific "A" 3,337,470 319,729,626 0.92%
[ e e Tencent Holdings 5,442,412 1,350,806,658 3.89%
BEET{#E Tingyi 9,619,522 205,376,795 0.59%
AR Want Want China 35,752,804 381,839,947 1.10%
12,796,813,226 36.85%
SR Finance
poa g e e AIA Group 53,269,134 1,611,391,300 4.64%
PSR T Bank of China 390,399,554 1,354,686,452 3.90%
AR ERTT Bank of Communications 43,014,979 250,777,328 0.72%
HRngieT Bank of East Asia 7,276,141 216,101,388 0.62%
hERE BOC Hong Kong 18,185,487 437,360,962 1.26%
R SR T China Construction Bank 413,520,560 2,572,097,883 7.41%
g N\ E LR China Life Insurance 36,567,081 926,975,503 2.67%
[EES S Hang Seng Bank 3,758,125 445,713,625 1.29%
TR RGBT Hong Kong Exchanges & Clearing 5,060,926 667,030,047 1.92%
TSR HSBC Holdings 63,496,332 5,152,727,342 14.84%
B L sRTT Industrial and Commercial Bank of China 362,553,276 1,994,043,018 5.74%
R R Ping An Insurance 9,997,193 648,317,966 1.87%
16,277,222,814 46.88%
i Properties
BTE%E (£H) Cheung Kong (Holdings) 6,828,883 809,222,636 2.33%
thElES N China Overseas Land & Investment 20,081,719 463,887,709 1.34%
O E China Resources Land 10,023,583 209,994,064 0.60%
B P Hang Lung Properties 10,992,397 338,016,208 0.97%
[EEIR M Henderson Land Development 4,719,973 257,946,524 0.74%
it RagE New World Development 18,138,088 217,294,294 0.63%
ERIES Sino Land 14,524,352 201,307,519 0.58%
s A Sun Hung Kai Properties 7,069,578 821,484,964 2.37%
fLEEEE Wharf (Holdings) 7,442,782 448,055,476 1.29%
3,767,209,394 10.85%
AFHEE Utilities
T China Resources Power 9,347,167 184,139,190 0.53%
chEE PR CLP Holdings 8,868,145 574,655,796 1.65%
FHE R Hong Kong & China Gas 25,624,310 539,391,726 1.55%
FEREEH X Power Assets Holdings 6,817,335 449,944,110 1.30%
1,748,130,822 5.03%
Y& THE Total Investments 34,589,376,256 99.61%
( #5734 7K Total cost of investments - HKD 29,660,064,538 %777
H A& EFE Other Net Assets 134,198,934 0.39%
EBNEAEA A2 && R ${d Total Net Assets Attributable to Unitholders 34,723,575,190 100.00%




REHGEEHR

Statement of Movements in Portfolio Holdings
E,F 20124125 31H [R4EE for the year ended 31 December 2012

B#E Br#E
20124£1H1H 20124E12H31H
BE Holdings as at Whi B Holdings as at
Investments 01 Jan 2012 Additions Disposals 31 Dec 2012
oitiie - Listed Investments
EHERE Hong Kong Equities
T Commerce & Industry
| $msE Aluminum Corporation of China 18,731,676 2,409,817 1,760,147 19,381,346
EREEPE Belle International 22,032,055 2,786,556 2,022,428 22,796,183
B iR Cathay Pacific Airways 5,604,618 737,606 542,360 5,799,864
] AE A China Coal Energy 18,529,576 2,344,807 1,703,081 19,171,302
prani) 1] China Merchants Holdings International 5,868,663 1,520,012 1,271,688 6,116,987
IR E) China Mobile 28,598,910 3,580,409 2,546,361 29,632,958
R BT China Petroleum & Chemical 79,700,341 9,998,574 7,235,564 82,463,351
HEHAIE China Resources Enterprise 5,697,954 802,540 603,848 5,896,646
P EHEERE R China Shenhua Energy 16,142,093 2,028,625 1,469,567 16,701,151
o S A China Unicom 22,385,606 2,866,039 2,091,275 23,160,370
CITIC Pacific 6,066,193 2,553,171 548,785 8,070,579
CNOOC 84,865,299 10,595,363 7,698,507 87,762,155
COSCO Pacific 7,727,640 1,415,551 1,041,389 8,101,802
Esprit 6,129,117 3,994,324 607,115 9,516,326
TR 2R [ Hengan International 3,793,776 493,143 361,379 3,925,540
FoEt =l Hutchison Whampoa 10,124,353 1,297,427 946,045 10,475,735
EEmAETR Kunlun Energy - 15,838,000 48,000 15,790,000
Fi| Li & Fung 26,936,480 4,044,665 2,231,377 28,749,768
TR Rg MTR Corporation 6,868,149 875,649 633,481 7,110,317
R AR IR PetroChina 100,213,082 12,548,012 9,077,012 103,684,082
EybhE Sands China - 12,390,976 520,422 11,870,554
A Swire Pacific "A" 3,440,996 427,488 531,014 3,337,470
Rz Tencent Holdings 5,231,434 657,014 446,036 5,442,412
[T Tingyi 9,294,000 1,218,205 892,683 9,619,522
BRI RE Want Want China 34,535,000 4,329,731 3,111,927 35,752,804
&Rt Finance
TR 2R AIA Group 40,043,878 16,434,704 3,209,448 53,269,134
I SRT Bank of China 337,604,592 82,093,657 29,298,695 390,399,554
EIRTT Bank of Communications 34,644,253 11,490,231 3,119,505 43,014,979
HEEERTT Bank of East Asia 7,395,237 1,143,834 1,262,930 7,276,141
hERE A BOC Hong Kong 17,575,721 2,208,347 1,598,581 18,185,487
hg SR T China Construction Bank 342,573,484 100,094,314 29,147,238 413,520,560
R\ R China Life Insurance 35,342,677 4,445,565 3,221,161 36,567,081
TE4ESRTT Hang Seng Bank 3,632,233 455,922 330,030 3,758,125
AT R GEE R Hong Kong Exchanges & Clearing 4,869,274 681,892 490,240 5,060,926
S e HSBC Holdings 65,168,721 11,590,224 13,262,613 63,496,332
s T RE8RTT Industrial and Commercial Bank of China 309,184,922 80,334,162 26,965,808 362,553,276
o B S 2 Ping An Insurance 9,662,471 1,223,342 888,620 9,997,193
g Properties
ETEYE (£E) Cheung Kong (Holdings) 6,600,993 863,475 635,585 6,828,883
RSN China Overseas Land & Investment 19,406,883 2,498,519 1,823,683 20,081,719
R E China Resources Land 8,954,189 1,866,077 796,683 10,023,583
fE PR Hang Lung Properties 10,620,657 1,364,389 992,649 10,992,397
BRIk 2 7 Henderson Land Development 4,499,907 748,217 528,151 4,719,973
R New World Development 17,056,510 2,981,533 1,899,955 18,138,088
ERE%E Sino Land 13,777,824 1,831,205 1,084,677 14,524,352
e R A Sun Hung Kai Properties 6,544,586 1,242,557 717,565 7,069,578
A HhE Swire Properties - 2,434,597 2,434,597 -
TEEEEHE Wharf (Holdings) 7,193,110 932,365 682,693 7,442,782
NEE-E Utilities
EtiEeyl China Resources Power 9,004,857 1,211,534 869,224 9,347,167
R CLP Holdings 8,571,039 1,086,513 789,407 8,868,145
FE s rp R Hong Kong & China Gas 22,514,182 5,271,504 2,161,376 25,624,310
BREEE Power Assets Holdings 6,588,995 839,365 611,025 6,817,335
SRR Rights
T Commerce & Industry
EHERRER I RE(20126210 H) Esprit Rights (Oct 2012) - 3,175,655 3,175,655



BERMER

Statement of Assets and Liabilities

20124£125 31 as at 31 December 2012

2012 2011

e (&) (1)

Notes (HKD) (HKD)
B Assets
FE N PEE T AU A ZUEHBIHEE Investments at fair value through profit or loss 56,14 34,589,376,256 25,955,385,068
TH{FIH Prepayments 9(l) 151,232 -
JEELSTHE .57 IR 7k 3E Dividend receivable 9(g) 1,428,544 60,497,968
TEr 2 i BE i 2176 Amounts receivable on subscription of units 56,431,613 36,827,021
TEUZHEE 23 E Amounts receivable on sale of investments 41,941,039 -
TR 4 R ¥R 4% {EY) Cash and cash equivalents 9(f) 446,354,944 467,186,369
BEELE(E Total Assets 35,135,683,628 26,519,896,426
& (& Liabilities
7 <J i 5] BE 27 2K 3 Amounts payable on redemption of units 118,442,641 49,071,797
TEER % ] S HAFE (T 5EK3H Accrued expenses and other payables 9(a)&(b) 4,134,288 3,367,432
JE(F U245 53 kK IE Distributions payable a(i) 289,531,509 295,795,578
& {B44{E Total Liabilities 412,108,438 348,234,807
BREALFFA N Z & ESE Net assets attributable to unitholders 1 34,723,575,190 26,171,661,619
X% Representing:
FE2548{H Total Equity 34,723,575,190 26,171,661,619
E&{TE{8H Total number of units in issue 9(i),10 152,305,617 141,296,823
SEAr &R FE Net asset value per unit 227.99 185.22
P04 AT 201364 F 25 FIHL fE RO S 1T -
Approved and authorised for issue by the Trustee and the Manager on 25 April 2013.

} {3 For and on behalf of
}ZEE A Trustee

FASE2AF IR A T B R — a0

The notes on pages 13 to 24 form part of the financial statements.

}EBIEF (550 AIRAHE

} American International Assurance Company (Trustee) Limited

}{# For and on behalf of
} 4457 Manager
VEAEEHARAH

} Hang Seng Investment Management Limited



EEWATR

Statement of Comprehensive Income
22012412 531 H (F4EE for the year ended 31 December 2012

HE BE
20125212 H31H 20114E12H31H
IR JIsGR S
Year ended Year ended
31 December 2012 31 December 2011
B (H&7T) (1)
Notes (HKD) (HKD)
e A Income
5% S A Dividend income 7,9(9) 1,040,174,308 922,638,377
EF Expenses
FZ BB < Auditor's remuneration (337,268) (295,784)
TETE R SERR 522 F Legal and professional fees - (92,134)
& FHE Management fees 9(a) (15,335,231) (14,441,975)
e 2 Registrar's fees 9(h) (15,686) (15,557)
AL R #R1TE: ] Safe custody and bank charges 9(d) (8,960,958) (9,315,343)
FETEET FH Sundry expenses 9(e) (6,290,862) (5,145,357)
FEERT FyEr F Investment transaction costs 9(c) (10,834,157) (16,209,031)
I TFATEUNZ 22 5% Transaction fees paid to administrator 9(h) (1,193,600) (2,998,700)
Z 56 N2t Trustee's fees 9(b) (9,321,796) (8,784,856)
i {EEt Valuation fees 9(h) (98,800) (98,400)
(52,388,358) (57,397,137)
ST R B 2R/ (B ) FTAT A
Income before gains/(losses) on investments 987,785,950 865,241,240
WS/ (B518) Gains/(Losses) on investments
&5z (fE518) Net gains/(losses) on investments 8 6,369,127,512 (6,266,177,652)
TE S (E518)/i %% Net foreign exchange (loss)/gain (5) 12
=54 % F] Securities expenses 9(d) (439,844) (517,317)
6,368,687,663 (6,266,694,957)
FERTRA/(ESR)
Income/(loss) before taxation 7,356,473,613 (5,401,453,717)
F27E Taxation 47 (50,921,334) (44,605,931)
BN EALRA A /GER) REFESERA
Income/(loss) attributable to unitholders and total comprehensive income for the year 7,305,552,279 (5,446,059,648)

3B AH AR B A T TR — 0

The notes on pages 13 to 24 form part of the financial statements.



ERBER
Statement of Changes in Equity

EF 2012412 531 H R4 for the year ended 31 December 2012

BE BE
20124E12H31H 2011E12H31H
1REERE IR
Year ended Year ended
31 December 2012 31 December 2011
Fst: (#71) (A7)
Notes (HKD) (HKD)
FEREE
Balance at beginning of year 26,171,661,619 29,016,565,773
BB A ARBAGRR) B AT B TR A
Income/(loss) attributable to unitholders and total comprehensive income for the year 7,305,552,279 (5,446,059,648)
HFTAEENEARA NS B R E AR
Transactions with owners (i.e. unitholders), recorded directly in equity
BT RS R EUGOH
Received and receivable on issue of units 9(j),10 9,080,151,393 10,162,687,656
S B A T R A ROH
Paid and payable on redemption of units 9(j),10 (6,885,708,945) (6,661,257,502)

TEALFRFA AR IR

Distributions to unitholders

SETAE CNEARFAE AR S48

Total transactions with owners (i.e. unitholders)

FERBE

Balance at year end

3B AH NIRRT R AT

The notes on pages 13 to 24 form part of the financial statements.

(948,081,156)

(900,274,660)

1,246,361,292

2,601,155,494

34,723,575,190

26,171,661,619




WERER

Cash Flow Statement

22012412 531 H (F4EE for the year ended 31 December 2012

201212H31H 2011512H31H
IR R4
Year ended Year ended
31 December 2012 31 December 2011
(&7 (&)
(HKD) (HKD)
BB STE) Operating activities
JEEREZER 5% Payment for legal and professional fee - (92,134)
FZ BB <= Payment for auditor's remuneration (291,954) (272,889)
EHE Payment for management fees (14,956,114) (14,588,011)
%51 N\ & Payment for trustee's fees (9,341,555) (8,855,649)
&AL 5y E A Payment for investment transaction costs (10,834,157) (16,209,031)
TN 38 58 2 7 - Payment for transaction fees paid to administrator (1,193,600) (2,998,700)
ZEr i 2 Payment for registrar's fees (15,686) (15,557)
{di{EE Payment for valuation fees (98,800) (98,400)
B ARETE R 8R1T 2 A Payment for safe custody and bank charges (8,960,958) (9,315,343)
Hofth 238 < H Payment for other operating expenses (6,079,915) (5,428,418)
PGB TESIRVER £/F40 Net cash used in operating activities (51,772,739) (57,874,132)
FF&EB) Investing activities
=52%% Ff] Payment for securities expenses (439,844) (517,317)
% LA 152k 3E Dividend income received 796,296,332 59,579,034
HEEREEE TRk Proceeds from sale of investments 3,116,743,753 5,678,170,716
M AL &R RK7H Payment for purchase of investments (5,014,735,402) (7,962,123,422)
FIR & S 8hRYEE S 794H Net cash used in investing activities (1,102,135,161) (2,224,890,989)

RBh& E ) Financing activities

ST AT FT15:5K0E Proceeds on issue of units

¥ [0 B8 {37 Fi7{~ 3278 Payments on redemption of units

B A AU SR 7+ Distributions paid to unitholders

R H RSB IR S R4 Net cash generated from financing activities

HEEIRS S FEYR R Net decrease in cash and cash equivalents

R1H1H 23 & K IR &S EY) Cash and cash equivalents at 1 January

HR12H31H Z & I SS(HY) Cash and cash equivalents at 31 December

HERIERE S

Major non-cash transactions:

() TAFEEA » BAFRA NEEEA— B TEASEBE I - &HTi{E312,129,50047T(2011 ¢ 424,205,54257T) »

8,748,417,301 9,775,151,848
(6,660,995,601) (6,575,242,406)
(954,345,225) (929,444,320)
1,133,076,475 2,270,465,122
(20,831,425) (12,299,999)
467,186,369 479,486,368
446,354,944 467,186,369

DLapH#1,450,000 5 B (i7.(2011 : 1,900,0005:4: B A7) ©

During the year, unitholders subscribed for 1,450,000 units of the Fund (2011: 1,900,000 units) by tendering a basket of constituent stocks of Hang Seng Index with market value of

HKD 312,129,500 (2011: HKD 424,205,542).

(i) PEERER - BRAEFA AEEIEE750,000 5 5 7 (2011 + 350,000%5 58 4r) » DU —8EFIE A F5Bmcli i - &3 i{#155,342,50035T,(2011 : 83,637,155} 7T) -
During the year, unitholders tendered 750,000 units of the Fund (2011: 350,000 units) in exchange for a basket of constituent stocks of Hang Seng Index with a market value of HKD 155,342,500

(2011: HKD 83,637,155).

(iil) FAFEREPY > Jdz DURE B P < 4 1 252,026,0667# 71:(2011: 789,079,279 1) »
During the year, the Fund had dividend re-investment amounting to HKD 252,026,066 (2011: HKD789,079,279).

FSEAE WM A R — 0

The notes on pages 13 to 24 form part of the financial statements.
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Distribution Statement

22012412 531 H (F4EE for the year ended 31 December 2012

2012812 H31H 20114FE12H31H
IR IR
Year ended Year ended
31 December 2012 31 December 2011
(#7T) (&)
(HKD) (HKD)
AR IRZ WA EEH
Undistributed income brought forward 27,343,799 68,150,621
SR B (SR ATE R B AR A AR A
Income attributable to unitholders before gains/(losses) on investments 987,785,950 865,241,240
HELGER
Investment transaction costs 10,834,157 16,209,031
i
Taxation (50,921,334) (44,605,931)
BATERALATS R BV B AERTY)
Income portion of received and receivable on issue of units 53,710,461 65,129,451
I ] BR A TS R AR (W AT 57)
Income portion of paid and payable on redemption of units (40,994,288) (42,505,953)
EIEEa=Rie S SPN: Dl E s pliery |
Amount available for distribution to unitholders 987,758,745 927,618,459
TEALRA AR 53R
Distributions to unitholders (948,081,156) (900,274,660)
FERTIRZ WA SHE
Undistributed income carried forward 39,677,589 27,343,799
T EAFEE NS — UL 54 JR ({5 BE fr) First distribution to unitholders per unit 450 450
SR EALFRA AR H #HA Date of distribution to unitholders 201246 H29H 201146 H30H
29 June 2012 30 June 2011
T EMEE NS ZRUNLE 53R (S8 r) Second distribution to unitholders per unit 1.90 2.10
3T B A H H Date of distribution to unitholders 20124E12H14H 20114E12H16 H
14 December 2012 16 December 2011

BSR4 H IS B AN B iRy —& G -
The notes on pages 13 to 24 form part of the financial statements.
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FRERUE S R A AT BB S TR © B U ASZ PR TR AT S8 485 | AU a2 Bk 18 -

A HRESIABASUERNE
DUF BB R F A AT A A SRR -

2012 2011
(#7T) (HKD) (#7t) (HKD)
EH# F %2 Hong Kong Listed Equities 34,589,376,256 25,955,385,068

SR T B AR E S

MR HACE B RS - S EH & Rz I B - (EARTRIEE - By HEE IR S R R R E IR TR B A RS AR e 3R - £el
H T SR R SRS DUE S S B HE - S is BB S s B L A T - e QG At EESH AN > DI IRE I EE
LSRRI S R A IR TR AT -

BB P H ATRFA B 2Rl T H AN R R L e i B BRI
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PRy 2 R RN E BB S SFTAR AT ( "B ) REVIEAERRRIR R o B DU S R R TS AR & B R A ATRERI (AR
S) - HEA R 20126E12 3 3 H S LR A T REIE58R20% (2011 2 20% ) - RU(SGt A s{E & 716,917,87525108 5T (2011 2 5,191,077,014385T) ; HH5#
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o) EFEE
BB EA AR A RS
R EHE AN BAEHERATRE KR IEIV AR RIS B AR ARIEIR - RE T 5 A OB MR - B SRR Y & S B iR B AR
RMEUREHEBHTER -
RN - BB R B AT ANBER AR P4 A S8 -
Be N ZIMENEARZRTER] -
BAAN SR EHTHIINE AT - B rEE RS2 B R A AT RSB E - BB RIS LAY & ] fE A B R 725 -
7. BEREULA
DUT R B A FE N PR AR FT BB Y TEAORR A FRE S A ©
2012 2011
(#7T) (HKD)  (&7T) (HKD)
% LA Dividend income 1,040,174,308 922,638,377
FEATIF5 Withholding taxes (50,921,334) (44,605,931)
JRH% LA Net dividend income 989,252,974 878,032,446
8. FEFR/(E51R)
RN - TR R AR IA G RISEE ST
2012 2011
(&) (HKD)  (&7T) (HKD)
BRI %S Realised gains 234,459,004 348,153,005
FEBIR U 75 kS 12 > 848 Movement on unrealised gains or losses 6,134,668,508  (6,614,330,657)
R & U5/ (518) Net gains/(losses) on investments 6,369,127,512  (6,266,177,652)
9. BT S

DU R AEREPIRS H B SE RS B AR % 1B P SR R BRI T Y S A  SRZ b AR A BH A A » BRDUNHIEERSL - Be PG A E A A S - A AR
HIREW R AT I Or ~ LB KT 2R -

(@)

(b)

fEAREERARAT( MEAREER ) ) CERERRE - HARTIRANSRR) RV - fEAREEE MRS WINEG A Ry R FE0.05%HY &
Mty o EHEGE S HEE WG A - P H Z N E R 2 151,466,865/ 7T (2011:1,087,74875T) -

EELEH (E5h) ARAERESIVZEEA > WH] DL IR RS a7 F(H0.03% 20.05% 25t N2 - Zat NENEER S HEE - WEH
T o IAMFAEH o TEN TSR AR SZEE B 5899,235 T (2011: 918,094 %7T) -

EeEREASFARART ( EARS, ) (EARTRANWBEREE) RES DBESIYTARAS ( DEEIT, ) iRSREENSREEELS - M
TR S R A SR RO R IR TR ER Y S S

FBEA T Bt e
HISE 4R E hFE B U HYERaC & HEHEEER
Value of transactions % of total value of Commission Average
executed through HSSL transactions of the Fund paid to HSSL commission rate
2012 2011 2012 2011 2012 2011 2012 2011
5T HKD 65,132,942 222,389,762 0.73% 1.49% 39,146 133,563 0.06% 0.06%
BB S ST T
HIR B HI4EE (=St A TREE IR T PHAeER
Value of transactions % of total value of &R a2 4 Average
executed through HSBC transactions of the Fund Commission paid to HSBC commission rate
2012 2011 2012 2011 2012 2011 2012 2011
7T HKD 325,872,839 468,111,709 3.66% 3.14% 126,555 161,961 0.04% 0.03%

EREA - ARSI TR - BEERIRT B Rl RS Rtes  AMERHNT

S TIERST S PEMIRT
HIEE 72 HEE st e
Securities expenses Safe custody charges
paid to HSBC paid to HSBC
2012 2011 2012 2011
57T HKD 439,844 517,317 8,957,646 8,710,561
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10.

1.

(6) e FHRZIE BT ~ 4248 - (R R 3 Bk - MR AIE LR EATRA S S (S - BRSNS IE AT ¢
IR
License fee
2012 2011
7T HKD 4,600,569 4,332,593
() BRI TERERONE S ST RAE AR T - ARHIISRI TSN L H 1v45eR 37 £y 446,278,816 Hs5T (2011 : 466,908,505 7T ) K75,220 T (2011 :
275706357 ) ©
(@ RN - R AES ZRAIRAE  EAERITARRA SRR A TR A SRS « AR H VRSN RE A E N o MR R
FARARCE TSR BN AR M2 31 B AV FEU R RO T
BE12H3MH IR IR E WA 12 H 31 H A RS 2 KH
Dividend income Dividend receivable at
Eik for the year ended 31 December 31 December
Currency 2012 2011 2012 2011
SR AR 2 5] HSBC Holdings Ple #57T HKD 212,524,522 173,590,141 - 45,483,513
TEA$R1THR .\ 5] Hang Seng Bank Ltd A#57T HKD 19,090,578 19,692,917 - -
RERRERIZERE AR, ] AIA Group Ltd AT HKD 14,994,136 4,612,903
(h) HSBC Provident Fund Trustee (Hong Kong) Limited (B £2EIR%E ) EAEBAITEN » IERENRRALS RS THE © ITEOASELL T S FRBS ML R T
B el Er (574 Registrar's fees (p.a.) 71 HKD 15,600
BRI A B R 1 F- 4% Processing fee for handling each purchase or sale investments 7T HKD 200
AL AE A {#{EZ# Fee for each valuation 7T HKD 400
R B B T [ AR 4 Y T 4812 Processing fee for handling each creation, redemption and transfer of units 5T HKD 100
() (E4EEEATE RNV E S IR B S0RIS B R BRI E N A S - WS T AR A ARG IR « IMEAH - ZERESRIA 147,753 21TEeH
fir (2011 : 138,178 823588 M1 ) o A NFZ ST BRI S T A FFA AA9ILss 73k £5926,837, 7778 (2011 © 881,539,510 7T ) - ifii & 11280,924,130 7T
(2011 : 289,203,678357C ) FAEEAY H A BB AIIER U5 73 IRFCH
() WNEEN - EAREEHATEHIERE S5 7 1018,768,021,893: 71 52 6,730,366,445:# 7T (2011 © 9,356,982,098#: 71 £26,576,937,408:# 71 ) » 570#42,586,1705L 4 B
fir. (2011 : 42,365,783%:: By ) ReJE[0]32,277,376 5k Bty (2011 : 30,861,891 4= BE ) -
(k) TAERE P » A A T P T PR 1 1 A 5 B SO B eSS P 4 711124 224,440,106 377 7. 386,274,945 57T (2011 : 625,586,931 7T 12412,051,883 HE7T )
1,109,300 B iy (2011 © 2,777,300 Bifir ) Se 51,843,700 58 B0 (2011 : 1,881,300 & B 1) -
() FFEEEH - EESR T AR AL IEATA 45 Ky 100,000,000 T (2011 1 100,000,000 H5T) » AR R ATTRAERERIZN 1.5% (2011 @ B TR EEF==
1.5% ) o PAEREP » e E ST HEHI R 2 5600,00035T (2011 © 600,007 ) -+ i ELHAY151,232385T (2011 @ 4 ) B TET4EE -
EE{TEAL
Fed Z CEATHALAT:
HE20126E12 731 H 4R
For the year ended 31 December 2012
YRS ER FRENETRA A LRI ASER
Balance brought forward Issued during the year Redeemed during the year Balance carried forward
Ea{r%H Number of Units 141,296,823 44,036,170 33,027,376 152,305,617
BE0ME12AH IEFRE
For the year ended 31 December 2011
Y RAESER FRENETTRA A FFECEIASER
Balance brought forward Issued during the year Redeemed during the year Balance carried forward
Ea{r%H Number of Units 125,492,931 47,015,783 31,211,891 141,296,823
BEFERHIR

SZEE N AL AR L A A B A L ST S B SO P I Z SRR - LRt SR BB SO R (B R N2 B ) R AR
HY (SR AR ) FITRE CEABMBEEER) WA - HIE > AU B ESER . (BN EIRTA A2 EESE) RIA ARSI A E A E A S
ZEEFE o BRAFEEEFERT AT ER RSO

2012 2011
(#7T) (HKD)  (Bt) (HKD)

MBS 2 B AR A A2 HEHE

Net assets attributable to unitholders as reported in the financial statements 34,723,575,190  26,171,661,619
EB R EF R AT P DUE 2 (h {8 iR 2 i R E Ay %

Adjustments for different principles adopted by the Fund in arriving at the total net assets for valuation

- DU EI AR E AER R S A E E s 2 (G (E

- Use of closing price instead of bid price in valuing listed securities 106,735,772 32,142,443
SRR V(G (B PR > A FME  Adjusted total net assets for valuation purposes 34,830,310,962  26,203,804,062
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- BTG DR T RN SROER TS E - SOM AT B R R AT AT B (F R FrA 5 AT R MG E R B PHEE -

- B CRARERAD RIS AT T 42 T S5 B U () 28 B AT RIS E RO B PEE -

SRR R Bl » A TEER SRR - ERFTARMSRTR - d e S - SURE SRR A T
BT -

TRESNTRFLH =8 A HEESR R AP EE N 2R T ERIREE -

2012 2011

—4 Level 1 wazE Total  EE—4% Level 1 4a%E Total

(#7z) (HKD) (#7z) (HKD) (&7c) (HKD) (&7T) (HKD)

2% 5 P i B 2255 % Trading equity securities 34,589,376,256  34,589,376,256 25,955,385,068  25,955,385,068
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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, 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 2012, 96% (2011: 96%) 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

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 accrual 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. Exchange differences relating to investments at fair value through profit or loss are included in gains/losses on

investments.

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, amounts receivable on subscription of units and amounts receivable on sale of investments. 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 way 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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(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 8. Net realised gains and losses from financial instruments at fair value through profit or loss is calculated using the
average cost method.

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 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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(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 several amendments to HKFRSs that are first effective for the current accounting period of the Fund. Of these, the amendments to HKFRS 7, Financial
instruments: Disclosures — Transfers of financial assets are relevant to the Fund’s financial statements and the effects of this initial application are discussed below.

The amendments to HKFRS 7 require certain disclosures to be included in the financial statements in respect of transferred financial assets that are not derecognised in their
entirety and for any continuing involvement in transferred financial assets that are derecognised in their entirety, irrespective of when the related transfer transaction occurred.
However, an entity needs not provide the disclosures for the comparative period in the first year of adoption. The Fund did not have any significant transfers of financial assets in
previous periods or the current period which require disclosure in the current accounting period under the amendments.

The Fund has not applied any new standard or interpretation that is not yet effective for the current accounting period (see note 16).

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 2012 and 31 December 2011 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.

()  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: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
(ii)  Price risk

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

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

All investments of the Fund are constituent stocks of the Index listed on The Stock Exchange of Hong Kong Limited (“SEHK”). 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% (2011: 20%) at 31 December 2012 would increase the net assets attributable to unitholders by HKD 6,917,875,251 (2011: HKD 5,191,077,014); an equal change
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.

(b)  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.
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American International Assurance Company (Trustee) Limited is the Trustee of the Fund. Bankruptcy or insolvency of the Trustee may cause the Fund's rights with respect to
the assets to be delayed or limited. The Manager monitors the risk by monitoring 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.

Other than outlined above, there were no significant concentrations of credit risk to counterparties at 31 December 2012 and 31 December 2011.

Liquidity risk

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

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

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

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

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

redemption to be made:

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

- through the Manager by the feeder fund, Hang Seng 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 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.

8 Net gains/(losses) on investments

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

9 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. To
the best of the knowledge of the Trustee and the Manager, the Fund did not have any other transactions with their related parties except for those disclosed below. The relevant
receivables and payables are unsecured, interest-free and repayable on demand:

(@)

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 rate of 0.05% of net asset value per annum. 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 1,466,865 (2011: HKD 1,087,748).

American International Assurance Company (Trustee) Limited is the Trustee of the Fund and earns trustee’s fee on a sliding scale at a rate from 0.03% to 0.05% of net asset
value per annum. Trustee’s fee is calculated as at each dealing day and payable monthly. Trustee’s fee payable at the year end is HKD 899,235 (2011: HKD 918,994).

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 16.

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 16.
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(e)  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.

(f)  Certain bank accounts are maintained with HSBC and HSB. The respective bank balances at 31 December 2012 were HKD 446,278,816 (2011: HKD 466,908,505) and HKD
75,220 (2011: HKD 275,706).

(9) 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 2012 are shown in the Investment Portfolio. Dividend income earned from these investments during the year and dividend receivable as at 31 December 2012 are
shown on page 17.

(h)  HSBC Provident Fund Trustee (Hong Kong) Limited, a member of the HSBC Group, is the Administrator of the Fund and earns fees for providing various services to the
Fund during the year as shown on page 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 147,753,217 units (2011: 138,178,823 units) of the Fund. During the year, distributions to unitholders earned by these
funds were HKD 926,837,777 (2011: HKD 881,539,510) and distributions payable to these funds at the year end date is HKD 280,924,130 (2011: HKD 289,203,678).

(i)  Hang Seng Index Tracking Fund, which is managed by HSIM, subscribed 42,586,170 units (2011: 42,365,783 units) and redeemed 32,277,376 units (2011: 30,861,891 units)
of the Fund, at amounts of HKD 8,768,021,893 (2011: HKD 9,356,982,098) and HKD 6,730,366,445 (2011: HKD 6,576,937,408) respectively during the year.

(k) Hang Seng Index Leveraged 150 Fund, which is managed by HSIM, purchased 1,109,300 units (2011: 2,777,300 units) and sold 1,843,700 units (2011: 1,881,300 units) of
the Fund, at amounts of HKD 224,440,106 (2011: HKD 625,586,931) and HKD 386,274,945 (2011: HKD 412,051,883) respectively through SEHK during the year.

() As at year end date, the unsecured overdraft facility of HKD 100,000,000 (2011: HKD 100,000,000) was provided by HSB to the Fund, with interest charged at 1.5% per

annum over the HKD prime lending rate (2011: 1.5% per annum over the HKD prime lending rate). During the year, the Fund paid annual fee of HKD 600,000 (2011: HKD
600,000) for the overdratt facility, in which HKD 151,232 (2011: nil) were the prepayments of annual fee.

10 Units in issue
For the movement of units in issue, please refer to page 17.

11 Reconciliation of Net Asset Values

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

reconciliation between the net assets attributable to unitholders as reported in the financial statements and the adjusted total net assets for valuation purposes is shown in the table
on page 17.

12 Bank overdraft

Bank overdrafts were unsecured and repayable on demand.

13 Soft dollar commission

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

14 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, amounts receivable on sale of investments, 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).

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
categorised 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

® |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 Level 1 and Level 2 of fair value hierarchy during the year.
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15 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.
16 Possible impact of amendments and new standards issued but not yet effective for the year ended 31 December 2012

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 2012 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 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
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Performance in HK Dollar
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B4 5% EHiEE4™ Hang Seng Index ETF * 26.90% -17.38%
JE 45 #5495 * Hang Seng Index * 27.22% 1751%
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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).
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* Performance is calculated in total return with dividend reinvested, net of PRC withholding tax.
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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 - Comparison of Daily Closing Price and Net Asset Value per Unit

2012
Comparison of Daily Closing Price and Net Asset Value per Unit for 2012
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Hang Seng Index Constituent Stocks Disclosure
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The following are those constituent stocks that accounted for more than 10% of the weighting of the Hang Seng Index (the "Index").

20124£12H31H

As at 31 December 2012

B, EZIERELE (EH5th)
Constituent Stocks Weighting of the Index (%)
/E%{%HQ HSBC HoIdIngs 14.91%
2011412H31H

As at 31 December 2011
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Constituent Stocks

Weighting of the Index (%)

JE'Z 75 HSBC Holdings

27

14.94%



Bt E A IR B R ERIMYE L E IR 2 #

Report on Investment Overweight in Constituent Stocks of the Hang Seng Index by the Fund
H2012ZFE1H1IH #2012 12H31H
From 1 January 2012 to 31 December 2012
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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 2012 to 31 December 2012, the Manager has complied in full with the above maximum extra weighting.
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Management and Administration
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