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Performance Table
(AR
Price Record
2013 2012 2011 2010 2009 2008 2007 2006 2005 2004

[N [N [N [N [N [N [N

mE ORE E&e ®&E Rs RE &ke R &S ®&E  ERe RE &s ®E &S &RE  &kes EE &S &K
oM R SN SR SN0 SR SN SR NG RN NG RN SUEE REE SUGE EEE SUEE e S RN
Highest ~Lowest 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 Offer Price Bid Price

AT
HKD 24479 20367 22863 186.09 24607 164.71 25400 19420 23278 11436 27775 112.87 319.72 18748 20341 150.34  156.36 13443 14447 12924
SHERESE
Net Asset Value Per Unit
20134E12H31H 20124E12H31H 20114E12H31H 20104E12H31H
As at 31 December 2013 As at 31 December 2012 As at 31 December 2011 As at 31 December 2010
AT
HKD 235.51 227.99 185.22 231.22
BREMFAFAZEESRE
Total Net Assets Attributable to Unitholders
20134E12H31H 20124E12H31H 20114E12H31H 20104E12H31H
As at 31 December 2013 As at 31 December 2012 As at 31 December 2011 As at 31 December 2010
AT
HKD 37,749,203,346 34,723,575,190 26,171,661,619 29,016,565,773
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Trustee's Report

EEA R ETAS ( TEE, ) BURFAA

EEHILHET > BERAASEHE  WIEAREERARATNEE2013FE12AMNH I FRERN » £REEARECHRE2004E9510H 5T if
KlEETHY ((FE324Y) ROCEHES: -

RI (530 AIRGT (FIMEEEH ((550) ARAF)
—BJUENH =+ F A

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 2013.

AIA Company (Trustee) Limited (formerly known as American International Assurance Company (Trustee) Limited)
25 April 2014
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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 2013, 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 2013 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

25 April 2014
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Investment Portfolio

20134£12 5 311 as at 31 December 2013

SEREARAAZ
e GFEHET IR
(*&7t) % of Total Net
& EHE b=:Fiva /4= Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HK$) to Unitholders
EERE Hong Kong Equities
THE Commerce & Industry
B BRI Belle International 23,350,101 209,450,406 0.55%
BRI Cathay Pacific Airways 5,940,320 97,421,248 0.26%
5] FR o AE R China Coal Energy 20,672,934 90,133,992 0.24%
1arE EER China Merchants Holdings International 5,714,611 161,723,491 0.43%
TR E) China Mobile 30,356,062 2,440,627,385 6.47%
R EHET China Petroleum & Chemical 128,431,546 812,971,686 2.15%
A% China Resources Enterprise 6,046,860 155,706,645 0.41%
P EHEERE R China Shenhua Energy 17,107,901 418,288,180 1.11%
o [ A China Unicom 29,838,302 346,124,303 0.92%
[EaYE CITIC Pacific 8,266,959 98,046,134 0.26%
A CNOOC 89,900,001 1,296,358,014 3.43%
e Y = COSCO Pacific 8,482,546 90,254,289 0.24%
SRR LE Galaxy Entertainment 11,671,326 811,740,723 2.15%
[ERdE] Hengan International 4,029,010 369,057,316 0.98%
VW] Hutchison Whampoa 10,731,655 1,131,116,437 3.00%
L AETR Kunlun Energy 16,235,818 221,781,274 0.59%
T AE S ] Lenovo Group 33,998,154 320,602,592 0.85%
Al Li & Fung 29,458,748 294,587,480 0.78%
TR MTR Corporation 7,296,795 214,160,933 0.57%
FIEGHRREA PetroChina 106,210,268 902,787,278 2.39%
LV Sands China 12,172,356 771,118,753 2.04%
AR A" Swire Pacific "A" 3,191,020 290,063,718 0.77%
i SRR Tencent Holdings 5,613,214 2,776,295,644 7.35%
BEETi{# Tingyi 9,857,740 220,813,376 0.58%
AR Want Want China 36,611,010 410,043,312 1.09%
14,951,274,609 39.61%
B Finance
T AR b 2% AIA Group 60,628,998 2,358,468,022 6.25%
FESRTT Bank of China 399,903,518 1,427,655,559 3.78%
ZEERTT Bank of Communications 44,061,713 241,017,570 0.64%
HROnsRTT Bank of East Asia 6,912,095 227,062,321 0.60%
hERE BOC Hong Kong 18,627,763 462,899,911 1.23%
o B SR T China Construction Bank 423,587,572 2,477,987,296 6.56%
g N\ E Rl China Life Insurance 37,458,091 908,358,707 2.41%
TEAESRTT Hang Seng Bank 3,849,547 483,888,058 1.28%
TG R AEE T Hong Kong Exchanges & Clearing 5,518,664 713,563,255 1.89%
TE SRR HSBC Holdings 66,893,842 5,629,116,804 14.91%
] T SRTT Industrial and Commercial Bank of China 349,534,850 1,831,562,614 4.85%
R Ping An Insurance 10,240,395 711,195,433 1.88%
17,472,775,550 46.28%
hEE Properties
RIIEE (EE Cheung Kong (Holdings) 6,994,583 856,136,959 2.27%
RN China Overseas Land & Investment 20,571,907 448,467,573 1.19%
HEYE China Resources Land 10,270,731 197,403,450 0.52%
e Hang Lung Properties 11,270,945 276,138,153 0.73%
TEEER S Henderson Land Development 4,727,776 209,204,088 0.55%
iR New World Development 19,063,736 186,633,975 0.50%
(EFIEZE Sino Land 14,969,706 158,678,884 0.42%
Brs A Sun Hung Kai Properties 6,722,064 661,114,994 1.75%
TLFEAREHE Wharf (Holdings) 7,626,848 452,272,086 1.20%
3,446,050,162 9.13%
ANEEE Utilities
HEHE S China Resources Power 9,632,149 177,038,899 0.47%
PR CLP Holdings 9,538,105 584,685,837 1.55%
FHHE R Hong Kong & China Gas 28,872,721 513,356,979 1.36%
FEREHE Power Assets Holdings 6,982,567 430,475,256 1.14%
1,705,556,971 4.52%
KARYETH{E Total Investments 37,575,657,292 99.54%
(4B#3 5/ 7K Total cost of investments - HKD 31,705,656,576 ;& 1)
At B2 E Other Net Assets 173,546,054 0.46%
BN EAA A 24852 $1H Total Net Assets Attributable to Unitholders 37,749,203,346 100.00%




REH R

Statement of Movements in Portfolio Holdings

E:F 20135125 31 H IR 4EE for the year ended 31 December 2013

BirE BfrgHE
201351515 20134E12831H
BE Holdings as at byl ;) Holdings as at
Investments 01 Jan 2013 Additions Disposals 31 Dec 2013
NSGitia-g Listed Investments
R E Hong Kong Equities
TR Commerce & Industry
FER RS Aluminum Corporation of China 19,381,346 342,000 19,723,346 -
EREEPE Belle International 22,796,183 3,146,982 2,593,064 23,350,101
Bz Cathay Pacific Airways 5,799,864 829,544 689,088 5,940,320
5] FR o AE R China Coal Energy 19,171,302 3,613,388 2,111,756 20,672,934
ranie) 1] China Merchants Holdings International 6,116,987 924,656 1,327,032 5,714,611
TR E) China Mobile 29,632,958 4,062,726 3,339,622 30,356,062
R BT China Petroleum & Chemical 82,463,351 57,133,587 11,165,392 128,431,546
ESfiES China Resources Enterprise 5,896,646 909,126 758,912 6,046,860
P EHEERE R China Shenhua Energy 16,701,151 2,297,450 1,890,700 17,107,901
[EeiGalia China Unicom 23,160,370 9,287,178 2,609,246 29,838,302
e CITIC Pacific 8,070,579 1,137,920 941,540 8,266,959
A CNOOC 87,762,155 12,023,404 9,885,558 89,900,001
S COSCO Pacific 8,101,802 1,732,909 1,352,165 8,482,546
FEEEERER Esprit 9,516,326 501,110 10,017,436 -
SR L Galaxy Entertainment - 12,234,304 562,978 11,671,326
[ER ] Hengan International 3,925,540 554,160 450,690 4,029,010
FlEC =l Hutchison Whampoa 10,475,735 1,465,650 1,209,730 10,731,655
EBER Kunlun Energy 15,790,000 2,215,752 1,769,934 16,235,818
s An| Lenovo Group - 36,748,656 2,750,502 33,998,154
i Li & Fung 28,749,768 4,000,450 3,291,470 29,458,748
TR kg MTR Corporation 7,110,317 987,842 801,364 7,296,795
FIE R AR PetroChina 103,684,082 14,199,784 11,673,598 106,210,268
EybhE Sands China 11,870,554 1,636,438 1,334,636 12,172,356
AR A" Swire Pacific "A" 3,337,470 469,840 616,290 3,191,020
R ZERS Tencent Holdings 5,442,412 756,088 585,286 5,613,214
[T Tingyi 9,619,522 1,395,052 1,156,834 9,857,740
i ERERE Want Want China 35,752,804 4,921,374 4,063,168 36,611,010
&Rt Finance
TR 7R AIA Group 53,269,134 13,218,286 5,858,422 60,628,998
FE SR T Bank of China 390,399,554 53,372,866 43,868,902 399,903,518
EIRTT Bank of Communications 43,014,979 5,913,796 4,867,062 44,061,713
HERERTT Bank of East Asia 7,276,141 1,281,748 1,645,794 6,912,095
hERE A BOC Hong Kong 18,185,487 2,502,944 2,060,668 18,627,763
o B SRT China Construction Bank 413,520,560 56,530,108 46,463,096 423,587,572
EIE PN China Life Insurance 36,567,081 5,026,950 4,135,940 37,458,091
TE4ESRTT Hang Seng Bank 3,758,125 516,948 425,526 3,849,547
TR 5 R GEE R Hong Kong Exchanges & Clearing 5,060,926 1,119,682 661,944 5,518,664
S e HSBC Holdings 63,496,332 14,817,902 11,420,392 66,893,842
e T RG4S T Industrial and Commercial Bank of China 362,553,276 49,036,356 62,054,782 349,534,850
S Ping An Insurance 9,997,193 1,384,568 1,141,366 10,240,395
g Properties
ErEd (£H) Cheung Kong (Holdings) 6,828,883 969,580 803,880 6,994,583
RSN China Overseas Land & Investment 20,081,719 2,805,382 2,315,194 20,571,907
HEHE Y China Resources Land 10,023,583 1,437,262 1,190,114 10,270,731
[EpER Hang Lung Properties 10,992,397 1,533,832 1,255,284 11,270,945
TEEEIR S Henderson Land Development 4,719,973 1,231,807 1,224,004 4,727,776
Pt R New World Development 18,138,088 3,537,542 2,611,894 19,063,736
(EREE Sino Land 14,524,352 2,750,164 2,304,810 14,969,706
e R Sun Hung Kai Properties 7,069,578 1,029,464 1,376,978 6,722,064
NEA%EE Wharf (Holdings) 7,442,782 1,056,094 872,028 7,626,848
NEEE Utilities
E ey China Resources Power 9,347,167 1,344,408 1,059,426 9,632,149
[elece iy CLP Holdings 8,868,145 1,613,760 943,800 9,538,105
e ke Hong Kong & China Gas 25,624,310 6,308,477 3,060,066 28,872,721
BEEE Y Power Assets Holdings 6,817,335 949,268 784,036 6,982,567
FELTHIBE Unlisted Investments
ittt Rights
HiE Properties
it RS R B RE (2013466 H) New World Development Rights (Jun 2013) - 227,637 227,637



BERMEAER

Statement of Assets and Liabilities
20134£12 5 311 as at 31 December 2013

2013 2012

[(E (#&7T) (&IT)

Notes (HKD) (HKD)
B Assets
FEAHEE T AN A ETIRATREE Investments at fair value through profit or loss 5,6,14 37,575,657,292 34,589,376,256
TH{FH Prepayments 9(m) 197,260 151,232
JEW I 5 573k £X 58 Dividend receivable - 1,428 544
TS s BE (i 2175 Amounts receivable on subscription of units 65,735,291 56,431,613
JEUZIEE 2 3E Amounts receivable on sale of investments 61,471,989 41,941,039
TR 4 R ¥R 4% (EY) Cash and cash equivalents 9(f) 461,379,211 446,354,944
BEELE{E Total Assets 38,164,441,043 35,135,683,628
& (& Liabilities
AR [0] BE (i 2175 Amounts payable on redemption of units 106,535,957 118,442,641
TEER %S ] S HAFE (T RKIH Accrued expenses and other payables 9(a),(b)&(d) 5,788,872 4,134,288
JERT U 53 KA Distributions payable 9(i) 302,912,868 289,531,509
& (E4E{H Total Liabilities 415,237,697 412,108,438
BERArRA A ZERESE Net assets attributable to unitholders 11 37,749,203,346 34,723 575,190
%% Representing:
FE2348R{H Total Equity 37,749,203,346 34,723,575,190
EZ{TEABH Total number of units in issue 9(i),10 160,290,426 152,305,617
FEALEEEFE Net asset value per unit 23551 227.99

FZEC AR ARG IR Y B — U A — A T A e gs (T -
Approved and authorised for issue by the Trustee and the Manager on 25 April 2014.

} {3 For and on behalf of

} ZEE A Trustee

YEES (556 ARAE (RIfEEEFS (E36) ARAED

} AIA Company (Trustee) Limited

} (formerly known as American International Assurance Company (Trustee) Limited)

} {{3% For and on behalf of

} EL 440 FH Manager
MEARAEERARAE

} Hang Seng Investment Management Limited

FASE AR NI A T B R A8

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



EEWAR

Statement of Comprehensive Income

i ZE 20135125 31 H [F4EFE for the year ended 31 December 2013

[2ES BE
2013512 H31H 20124E12H31H
IR JIsGe S
Year ended Year ended
31 December 2013 31 December 2012
Fs (H&7T) (1)
Notes (HKD) (HKD)
B A Income
i S A Dividend income 79(9) 1,219,770,920 1,040,174,308
E FJ Expenses
T #EiTEi 4> Auditor's remuneration (295,303) (337,268)
JETE R R SERR 522 F Legal and professional fees (108,497) -
& FHE Management fees 9(a) (17,933,715) (15,335,231)
B2 2 Registrar's fees 9(h) (15,600) (15,686)
B AL R $R1TE: ] Safe custody and bank charges 9(d) (11,598,021) (8,960,958)
HETEE? FH Sundry expenses 9(e) (7,478,955) (6,290,862)
TR 58 A Investment transaction costs 9(c) (12,829,918) (10,834,157)
SFTATELA 2 32 55 & Transaction fees paid to administrator 9(h) (926,100) (1,193,600)
Z 56 Nt Trustee's fees 9(b) (10,880,229) (9,321,796)
i {EEt Valuation fees 9(h) (98,000) (98,800)
(62,164,338) (52,388,358)
TR REREREEIRA
Income before gains on investments 1,157,606,582 987,785,950
& 25 Gains on investments
#4575z Net gains on investments 8 1,212,496,931 6,369,127,512
JE 33516 Net foreign exchange loss (7) (5)
55242 i Securities expenses 9(d) (370,560) (439,844)
1,212,126,364 6,368,687,663
FERTRA
Income before taxation 2,369,732,946 7,356,473,613
#5279 Taxation 47 (64,730,365) (50,921,334)
BREARE ANBRAREEESERA
Income attributable to unitholders and total comprehensive income for the year 2,305,002,581 7,305,552,279

3B A T AR A T TR AT

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




RELRBHIR
Statement of Changes in Equity

£, F 20135125 31 H IR4EE for the year ended 31 December 2013

BE HWE
20134E12H31H 201212H31H
1R IR
Year ended Year ended
31 December 2013 31 December 2012
Mt (#7T) (B7T)
Notes (HKD) (HKD)
R
Balance at beginning of year 34,723,575,190 26,171,661,619
B EAr A AT A KRB STRA
Income attributable to unitholders and total comprehensive income for the year 2,305,002,581 7,305,552,279
SFTAE (BN A RrA AR S0 BT i B AR
Transactions with owners (i.e. unitholders), recorded directly in equity
BT HRALATS KRB
Received and receivable on issue of units 9(j),10 11,093,356,901 9,080,151,393
VB A AT R A ROH
Paid and payable on redemption of units 9(j),10 (9,357,892,646) (6,885,708,945)

TEALFRFA AR IR

Distributions to unitholders

SETHE (NEARTA AR S

Total transactions with owners (i.e. unitholders)

ARG

Balance at year end

3B A T AR A T TR AT

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

(1,014,838,680)

(948,081,156)

720,625,575

1,246,361,292

37,749,203,346

34,723,575,190




WMERER

Cash Flow Statement

i ZE 20135125 31 H [F4EFE for the year ended 31 December 2013

2013 FE12H31H 20124E12H31H
IR JIsGa S
Year ended Year ended
31 December 2013 31 December 2012
(F&7T) (&T)
(HKD) (HKD)
#BEE) Operating activities
T R B SE AR 752 Payment for legal and professional fee (108,497) -
T2 BT <= Payment for auditor's remuneration (312,056) (291,954)
& HE: Payment for management fees (17,741,779) (14,956,114)
%6 N Er Payment for trustee's fees (10,713,295) (9,341,555)
&AL 5y E A Payment for investment transaction costs (12,829,918) (10,834,157)
TN 3 58 > 7 -7 Payment for transaction fees paid to administrator (926,100) (1,193,600)
B0 e Payment for registrar's fees (15,600) (15,686)
{di{EE Payment for valuation fees (98,000) (98,800)
B ARETE R 8R1T 2 A Payment for safe custody and bank charges (10,639,044) (8,960,958)
Hofth 238 <7 H Payment for other operating expenses (7,171,500) (6,079,915)
FIR B E B VIS 54E Net cash used in operating activities (60,555,789) (51,772,739)
#E&7EH) Investing activities
55242 i Payment for securities expenses (370,560) (439,844)
% LA 152k 3E Dividend income received 1,019,445,808 796,296,332
L FTSER T Proceeds from sale of investments 3,764,282,031 3,116,743,753
i AT &P #3E Payments for purchase of investments (5,526,649,795) (5,014,735,402)
FIR & S BIHYEE 7348 Net cash used in investing activities (743,292,516) (1,102,135,161)
P& EE) Financing activities
ET R 1538 Proceeds on issue of units 10,217,293,223 8,748,417,301
1 [ B A7 BT (~F 2k 7 Payments on redemption of units (8,396,963,330) (6,660,995,601)
BErEiA AAIULES 773k 2 24 Distributions paid to unitholders (1,001,457,321) (954,345,225)
A H R EEIRIER$7548 Net cash generated from financing activities 818,872,572 1,133,076,475
SIS E(EYRIEN/ (%)) Net increasel(decrease) in cash and cash equivalents 15,024,267 (20,831,425)
M B H 2 8 & K 3H$%{HY) Cash and cash equivalents at 1 January 446,354,944 467,186,369
461,379,211 446,354,944

M2H 31 H Z & B IR E&S(E) Cash and cash equivalents at 31 December

HERIERE S

Major non-cash transactions:

() FEER > BARE A EEE A ST E AT % - & H{E866,760,00031(2012 : 312,129,5003#7T) » LAZEI#3,900,00054 B 17(2012 : 1,450,000 BEfir)
During the year, unitholders subscribed for 3,900,000 units of the Fund (2012: 1,450,000 units) by tendering a basket of constituent stocks of Hang Seng Index with market value of HKD

866,760,000 (2012: HKD 312,129,500).

(i) FAAEREPY - BRI RFA A A A (E4,300,00058 5 B 47 (2012 ¢ 750,000 BEAY) » DAHREL—BE T-EAEFRHUR (AL - & 3L1i15972,836,00077C(2012 + 155,342,50075T) -
During the year, unitholders tendered 4,300,000 units of the Fund (2012: 750,000 units) in exchange for a basket of constituent stocks of Hang Seng Index with a market value of HKD

972,836,000 (2012: HKD 155,342,500).

(i) PMERER > Heds DI S P 4240 By 137,023,2913#57,(2012: 252,026,066 7T) °
During the year, the Fund had dividend re-investment amounting to HKD 137,023,291 (2012: HKD 252,026,066).

FSZE AT WM AN R — 205

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

i ZE 20135125 31 H [F4EFE for the year ended 31 December 2013

20134E12H31H 201212 H31H
IR JIsGa
Year ended Year ended
31 December 2013 31 December 2012
(&7t) (&7t)
(HKD) (HKD)
ARG IRZ WA EEH
Undistributed income brought forward 39,677,589 27,343,799
SR BT R BEAL R A AR A
Income attributable to unitholders before gains on investments 1,157,606,582 987,785,950
BELGER
Investment transaction costs - 10,834,157
i
Taxation (64,730,365) (50,921,334)
BATHALTS R BT B AERTY)
Income portion of received and receivable on issue of units 80,868,001 53,710,461
R ] SR A TS R JEAROE (W AT 57)
Income portion of paid and payable on redemption of units (59,090,404) (40,994,288)
EIEE =g S SPN: Dl Envapliary: |
Amount available for distribution to unitholders 1,154,331,403 987,758,745

TRAFA AR

Distributions to unitholders
LRI WA LR

Undistributed income carried forward

T NS —RUL LS53R (B r) First distribution to unitholders per unit
SRR A H £ Date of distribution to unitholders

TEAEE NS ZRUNLE 43R (S B i) Second distribution to unitholders per unit
SR T BN A H £ Date of distribution to unitholders

FSE AT NI AN R — 205 -

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

(1,014,838,680)

(948,081,156)

139,492,723 39,677,589

4.50 4.50

201346 H27H 2012426 H29H
27 June 2013 29 June 2012

1.90 1.90

201312 H13H 20124123 14H
13 December 2013 14 December 2012
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PEEHERERGARNEEE H > CHEZZEEERIHUNMET - A HSCHrIERIBYGORR N e B E a2 FE TR -
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A TT
(@) fEFALR
(i) PEIEEss =I5 LR ERAE
(i) #EEEAEANPES] K
(iii) SEEESEEERATNIBRE AR > FA SR AT 6 R A AR
(b) 0V THMEM—FEENL > R B T A IR
() ZEReEEEERE—EE CERRERItNEAT - IWEAFINERNEA AT LA -
(i) —FERES HRENEEATNAERFE (eSS HREITEERE TREAFNEEATREERFE) -

(iii) FAZERTER =T AR R -

e

(v) —FERESR=TEENGERSE B ERES = HRErEEAE -
(v) ZEERIE RS RIE T HI LT EARA (& SR SRR A
(Vi) % Ehe 2 E] LA (a) THPIBTREE A i SRELEE = 75 SR -
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() EEHBE - FrA NIRRT LB > BEFE

(i) % sefh T B ATRERVERIFATA T RAVER R AL

(iii) FATA L RAE R R ECR A YR T AT R L RS A HERE
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FEEHE(R)
) s
53U ARV R LS TR A ST B LR — b A A AR B0 3 HE T3 ST BT AEHOARBRS AT ) VRS SEST0Y - BLAL B,

R ERLCEAREENNEITRS » DURAE S SR EIR TSP R R TS SRR T AN - PSR T 1 R A SR E A ) S R B T e
IRE R T AR R R EC T B E © AR ERACERASRE RAApAE  BME AR E R AIRAT -

FETBOREBET

FRGHEIA G T RCERE TR R EREST - BEE RSN EM G IR ERAER - B (FEMBHEER) B135% > AN FEEE ERE
SEMTSHRAR © TOGRIUE R SRS TR -

TR (R BEIREER) B 139RITEEIC » B EAFERANIN A REESR - SEHRIE2E)W) -

it - W ER TS ARE LA HEET BN EENSMA M - RSO U HEETTE - 120126 SHeREENSR AR S ABME 1 EH
8 o G BORNE I A B SRV E R A ER SR E R 2 -

AU CEAEUHBHREER) BIRRBREEBRETINIEAS - FIEREL A BRBLETER - 280 > B2fE (FRUHBIREE) H13984
Rl By T EEAERINRRE CIF HHRANEEE - Rt A AR IR AUHRALL R -

0 R 1 28 71 7SO R A S PR (SUMTES) -

BiH

IS AR BT R DIZE26A 1A (RIE(SBURER T - SR ISP s R B
SERERE St A R ST EIARE R TR - BB ARSI TR A8 A1 A oL -
EAHRESIAMASUEERNE

UAF R B FL A BT AV A SRR -

2013 2012
(3#7T) (HKD) (#7t) (HKD)
EH# FHHEZE Hong Kong Listed Equities 37,575,657,292 34,589,376,256

SRR E

RIS HACE B HRES » S & Rz e B - (ERTREEE - B HER IR E AR E IR TR B A RS AR e 23R - &%
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G EEREESE AN EEER IR -
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(c)

(d)

Bt
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EEREAHE ( THE ) ) TR H T RIERE - fr S 0 BN B ALRA AEERTEME RS - A R a R R K E
M SRRV =EH -

A RE M EREER EiRSHYE SRR B SRR TS SR E - AL > AR PR ER DB HRB R E -

EeryUEN R S IR ANBCR R PG N E R - e AR EH B RS MR D — 8 T2 18Ry i R DU/ 8 37 5 AR ] /150, 00018 B2
fir » Redtleiis (HMEfsES) BEEE D —& T2 ISR R LI/ B3R i aR s 2 3 DR e el D (B R -

MRIBSH S  PUE TR T B AR E M B A RrA JEE BRI SHIERCHTIRT » BT sE B S S A E B EI R s
§ BB A WA SR -

BAEE
B RS H A AT BB A (RS

Fe B AR H AR ERATRE KR (AR A I E R AR A BI 8 R I o] 5 REAY B M RS - B SRR s 4 B SO R e I E AR
RBORE A SIER -

TR BB R EA T B R P2 -
EE N ZIMERVEARERATER -
BRSSP AR © i i O3 R B A R A AR R ] > B EIR /K B DU AR T AR AR 22 52 -

7. BEEUWA
PAN By BE S A R N B AR R mT B S Y TRATRR A FRE S A
2013 2012
(#7t) (HKD) (#7t) (HKD)
F& LI A Dividend income 1,219,770,920 1,040,174,308
FE4TIFR Withholding taxes (64,730,365) (50,921,334)
JFA% LA Net dividend income 1,155,040,555 989,252,974

8. HEFUS
AEREP > BB R R BB B RENA T

2013 2012
(#7T) (HKD) (#7T) (HKD)
L85 1125 Realised gains 271,807,933 234,459,004
RIS BB $E. 58 Movement on unrealised gains or losses 940,688,998 6,134,668,508
[ % Net gains on investments 1,212,496,931 6,369,127,512

9. BABEEAL

DU R AEREPIRS H B SE RS B AR % 1B P SR BRI TT Y S R  BRZ Rt A RSB » BRDUTNHIEERSL - Be MR E A MRS - A AR
HIREW R FE TR I Or ~ B KT 20 -

(@)

(b)

EAEREERARAE( MEAKREEE ) CELEERE - HARTHRE B SRS - EE R EE nE U HEE & 7 $#H0.05% M E
HE - EHENEER S HAE > WHNEA AT - INFEAH 2 IE(TETEE F51,658,801% 7T (2012: 1,466,865357T) °

R (550 AMRATE (AIMEEBRES (550) ARAE) BREENZICA > WA L EELR RES U B & 7 F#(5H0.03% 2 0.05% ) 5Tt A% - HSBC
Provident Fund Trustee (Hong Kong) Limited CVESfEEIRR S BESIVTEA > WYL ZE NE80%E RIE LIRS VRN - Zet ABREELZHH > Wik
FAZN « ME&H » BN T2 ARZE0 A2 551,066,16975 7T (2012: 899,2353570) ©

EeEREASFARART ( TEARSE, ) (EARMTEANERE) RESDBESIMTARAS ( DERIRT, ) iRSRENSRAEELS - M
TR A S R A SR O R IR TR R S S

BRI ETHI SHEE B S A% XA TEARS KL E HEEtbR

Value of transactions executed through HSSL % of total value of transactions of the Fund Commission paid to HSSL Average commission rate

2013 2012 2013 2012 2013 2012 2013 2012

#5T HKD - 65,132,942 - 0.73% - 39,146 - 0.06%
7B S ST TV B4R (=S et ST SR THVAR S H e

Value of transactions executed through HSBC % of total value of transactions of the Fund Commission paid to HSBC Average commission rate

2013 2012 2013 2012 2013 2012 2013 2012

7T HKD 288,965,195 325,872,839 2.56% 3.66% 107,794 126,555 0.04% 0.04%

PR EeAEAERIRTIRE - RRERIRT B RERTE ' AMERNT

TN TESHYTIESFEN I TESSTHE R EEN
Securities expenses paid to HSBC ~ Safe custody charges paid to HSBC
2013 2012 2013 2012

#7T HKD 370,560 439,844 11,595,162 8,957,646

A H Z FEN 57 a T8 2 R958 97T 7T (2012: i) -
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9.

10.

1.

BT Z (E)
(6) BN AZIEEEAEAL - #t - RS EEA RS EhEe - MTEEEEEARAS A LS - BSNFERENEANEROT
{5 Fi##2 License fee
2013 2012
#7T HKD 5,380,114 4,600,569

()  EEH O T AE IO E S ST RE SR T - ARRNVSRITIERA R4 H 145 R 7771 F5461,377,8933457T (2012 : 446,278,816 7T ) [x465457T (2012 :
75220477 ) -

(0) WMEERN » EEFFAESIERATRAE - EARTAIRA S R FRBIERATR A SRS - ARHER S DR A SN - REEEEE
BRI EFFIIR S AL T

B& A Dividend income

% Currency 2013 2012
' FZERE A TR /A ] HSBC Holdings Ple AT HKD 231,952,656 212,524,522
{54 $R1 7 PR\ 5] Hang Seng Bank Ltd 77T HKD 20,074,006 19,090,578
T FB R ZERE A TR /2 =] AIA Group Ltd AT HKD 23,073,688 14,994,136

(h) HSBC Provident Fund Trustee (Hong Kong) Limited ( P S S5 Bilpk &) B AEBIVITEOA » RN IR AL IRIE TG © ITEOASELL T S TRBS I ELRA T

BECIE T (F4E) Registrar's fees (p.a.) HE7T HKD 15,600
R EE I A Bl E R T 452 Processing fee for handling each purchase or sale investments 77T HKD 200
FRAHE R {EE? Fee for each valuation 57T HKD 400
R ER S T/ (o] it B 4 1) 4892 Processing fee for handling each creation, redemption and transfer of units #7T HKD 100

() AEAREERATE VA RS - AR S0 S RIS S - WIS T AR A ARSIk - IRFEH - SRR
52155,880,626 55 B fir (2012 @ 147, 753217 BANY )« FAAFIE Pk S B RO < T BRI F A A VS 3R 7R 988,198,103 7T (2012 : 926,837,7773&7C) - M
ET1294,815,44835 7T (2012 ¢ 280,924,13077T ) BBt 4% H HYIET Uz 53 IO

() WEERN - E4EREEEATERIERE S5 71010,226,596,901 4T (2012 : 8,768,021,8937# T ) }%8,385,056,6463# 1 (2012 : 6,730,366,445: 871 ) - 5l
44,938,572 Bifir (2012 : 42,586,705 Bifir ) Fif[m]36,553,763 K5 - Bifir (2012 @ 32,277, 3765 Hifr) -

(k) PAEER - [E4AREEEATEFRIVE ARSI S IR AT 47 Bl A192,343,3027 ¢ (2012 : £ ) F2186,118,5187% 1 (2012 : 4 ) %4818 6005L B (i (2012 : 4 )
R EET86,600 K A (2012 ¢ 4 ) o

() AERER - 8 A T AT B E A 5 S S0 IS B S 1A i 43 711 21335,399,351 #5671 (2012 © 224,440,1063% 7T ) F2411,291,0563#% 7T (2012 © 386,274,9453% 7T )
H 1,476,300 Bl (2012 : 1,109,300 K5 Bifir ) Ko iH 851,765,700 B fir (2012 : 1,843, 700K Ffr ) -

(m) FPMESH > BRI TR SR LAY ME %5 50 48 55100,000,00038 7T (2012 : 100,000,000357 ) > AEFIR Byt T S (B AR N1.5% (2012 : 3T i B R AR
15%) o FMEREP - Heds S (45 3RS £5600,0003 7T (2012 < 600,00037T) - fiH:riAY197,260357T (2012 = 151,28237T ) Ky TR 4ESE -
ERfTE
Hei Z BT RALAIT:
E 2201312 H 31 H IR EE
For the year ended 31 December 2013
GRS FERE TR BTN R AR BT &56R
Balance brought forward Issued during the year Redeemed during the year Balance carried forward
Bi{7%H Number of Units 152,305,617 48,838,572 40,853,763 160,290,426
B 2201212 H 31 H IR AEE
For the year ended 31 December 2012
RS FEREEE TR BT EEA AR BT &56R
Balance brought forward Issued during the year Redeemed during the year Balance carried forward
Bi{7%H Number of Units 141,296,823 44,036,170 33,027,376 152,305,617

HEFERTHR
e F20136E1 F 1 FURHRAT (BRI eR) S13%E - 1S (TR ER) 1390 Hb i MSRNISIREH T SR E ISR A A
A -

7201268 » BRI IR (R GRTERT) S395 R LUSHE M S E A EE 1 EIF AR EEN SR A FIISE - SIAEE THIRME - Rk
SEHYE R FHE R R H B SR T B AR HE -

TR0 2FEMUE RS B Rt B R E FE NS (FRVHSEREN) stEWEEFENWEIR - ERA (FEVBREEN) $1355% - ReblemE
FER SR & B RE T S B AR B A E - WA AAERIRMIRE - R IUE TR -

2013 2012
(87T (HKD) (87T (HKD)

PR R B AR A A E A
Net assets attributable to unitholders as reported in the financial statements 37,749,203,346 34,723,575,190
B REEREREAT HLEE S E AR S Er R
Adjustments for different principles adopted by the Fund in arriving at the total net assets for valuation purposes:
- DR IR EA B B ST EE G5 2
- Use of last traded price instead of bid price in valuing listed securities - 106,735,772

KL% PR (5 {E R > & 7858 Adjusted total net assets for valuation purposes 37,749,203,346  34,830,310,962
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12.

13.

14.

15.

16.

SATIEY
FRA T S SR e A WIS o

el
ARG Ry G R A E T TL AT <2 it
AR

FEHER TRRFES HRUATEERE - A PEERNE e - RETSREZ LR TRAAMBERE R R - ATHEEN S RAHRZE R
FHRFHEr - AT A THEE Y AT AR S SR E PR B A T 2 o TR T R BB S 0 IR ~ FEGEEIE RALROH  JEUEE RO ~ SRS
B ~ FERHERIBRALFOR - FRETE M RS AR R MG 7 IRFOR B R E R sl 8e% S A P EER DR 4R -
SR T HAYEE
BN FEESN BN G BORFERIEC) V) -
EBLUTHIANPEESRE RN PEE - DUAES 2R AT AR EZE -
- B8 TRl AVE A E TEAEERE T SR E CREHE) -
- B8 PR AE RS SRR TR E DS MBS - R T e (AERS) st (RRE (E6) Bir8ds - SR afEER DT DR ETHEN TA
D T BAE SR TSR ¢ AR SR T BAERA SRR AT © 505 SR A B T T BB B AT R B R A A A (e Rl -
- H=8 TR AE RS TSNS - EERIEREATA TR > HATA A ERE I R RS A e - A RS A EH TR S EAEARE
o EHRNERE TERA R T B AV E AT E - (R EERN B A A G (F R ke > DU TR 2 AR Z R -

EERPATIATARENESCAT L e PEEREESRHSIRE - ERFTA R TE > mRef s e - iR Hm A PEERT

TREINT HEL H U = @A HEESRIR RS A PEEN R LRAVREE

2013 2012

#—4f Level 1 41%E Total —4 Level 1 4% Total

(*#7T) (HKD) (3#7T) (HKD) (#7t) (HKD) (#7t) (HKD)

A2 5 P iR 2258 %% Trading equity securities 37,575,657,292 37,575,657,292 34,589,376,256 34,589,376,256

S T LR PU A (LS R 4R PINTRERS - TR (] S T R A SR = -
ST B

B QR E B HI5] 7 FC B SRS B AR IS5 T SRuS A b #ft o AR B oy 1

B SRR B B SO AR RLE DLEE — RSk R SRR P YR A I o LA R R IR & I AT S MR T RE BRI fE 2 R Ut & A — 8
HEIYED o PAMEREPALIG A B S B ) -

T A AT TSR « HRUE T A 53 B PR S B S AR RO SR P9 B
EE TN - S TR AW AT E BB LR -
BZE2003E127 3 H 2 G EE DA E F R IR HrE] KA ERTHIZER]
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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 2013, 97% (2012: 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

(@)

(b)

()

(d)

(e)

Statement of compliance

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

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early adoption for the current accounting period of the Fund. Note 3 provides
information on 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 the Manager and the Trustee 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 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. 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.

(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.



Notes on the Financial Statements (continued)

(iv)

v)

Fair value measurement principles

Policy applicable from 1 January 2013

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date in the principal or, in its absence, the most advantageous market to which the Fund has access at that date. The fair value of a liability reflects its non-

performance risk.

When available, the Fund measures the fair value of an instrument using the quoted price in an active market for that instrument. A market is regarded as ‘active’ if
transactions for the asset or liability take place with sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Fund uses valuation techniques that maximise the use of relevant observable inputs and minimise the use of
unobservable inputs. The chosen valuation technique incorporates all of the factors that market participants would take into account in pricing a transaction.

The Fund recognises transfers between levels of the fair value hierarchy as at the end of the reporting period during which the change has occurred.

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.

Policy applicable before 1 January 2013

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

(@)

(@)

(b)

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.
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Notes on the Financial Statements (continued)

(h)  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) itentitles the holder to a pro rata share of the entity’s net assets in the event of the Fund’s liquidation;
(i) itisin the class of instruments that is subordinate to all other classes of instruments;
(i) allfinancial instruments in the class of instruments that is subordinate to all other classes of instruments have identical features;

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

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

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

(i)  Segment reporting
An operating segment is a component of the Fund that engages in business activities from which they may eamn 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 new standards and amendments to standards that are first effective for the current accounting period of the Fund. Of these, HKFRS 13, Fair value
measurement is relevant to the Fund’s financial statements and the effects of this initial application are discussed below.

In accordance with the transitional provisions of HKFRS 13, the Fund has applied the new definition of fair value, as set out in Note 2(¢)(iv), prospectively.

As a result, the Fund has changed the valuation approach for financial assets and financial liabilities measured at fair value for which a quoted price in an active market is available.
In 2012, such financial assets were measured at bid price and such financial liabilities at asking price. The change in accounting policy did not have a significant impact on the
measurement of the Fund’s assets and liabilities.

The Fund has included new disclosures in the financial statements, which are required under HKFRS 13. These new disclosure requirements are not included in the comparative
information. However, to the extent that disclosures were required by other standards before the effective date of HKFRS 13, the Fund has provided the relevant comparative
disclosures under those standards.

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 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 2013 and 31 December 2012 are shown on page 15.

6 Financial risk management

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.

(a) 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.
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Notes on the Financial Statements (continued)

(b)

(c)

(d)

(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: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
(iii)  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% (2012: 20%) at 31 December 2013 would increase the net assets attributable to unitholders by HKD 7,515,131,458 (2012: HKD 6,917,875,251); an equal change
in the opposite direction would decrease the net assets aftributable 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.

AIA Company (Trustee) Limited (formerly known as 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 the Banks on an on-going basis.

Other than outlined above, there were no significant concentrations of credit risk to counterparties at 31 December 2013 and 31 December 2012.

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.
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Notes on the Financial Statements (continued)

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 on investments

During the year, the Fund earned realised and unrealised gains 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 1,658,801 (2012: HKD 1,466,865).

AlA Company (Trustee) Limited (formerly known as American International Assurance Company (Trustee) Limited) is the Trustee of the Fund and earns trustee’s fees on a
sliding scale at a rate from 0.03% to 0.05% of net asset value per annum. HSBC Provident Fund Trustee (Hong Kong) Limited, a member of the HSBC Group, is the
Administrator of the Fund and is entitled to 80% of such trustee’s fees as the compensation for its services provided to the Fund. Trustee’s fees are calculated as at each
dealing day and payable monthly. Trustee’s fees payable at the year end is HKD 1,066,169 (2012: HKD 899,235).

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. Safe custody charges payable at the year end is HKD 958,977 (2012: nil).

The Fund has been licensed by Hang Seng Indexes Company Limited (“HSIL”) to use Hang Seng Index to create, offer, market and sell the Fund 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 the year end date were HKD 461,377,893 (2012: HKD 446,278,816) and HKD
465 (2012: HKD 75,220).

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 the year
end date are shown in the Investment Portfolio. Dividend income earned from these investments during the year is 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 Fund, Hang Seng Index Leveraged 150 Fund and Hang Seng Index Tracking Fund, which are funds managed by HSIM, invest in the Fund and earn the
Fund’s distributions to unitholders. At the year end date, these funds held 155,880,626 units (2012: 147,753,217 units) of the Fund. During the year, distributions to
unitholders earned by these funds were HKD 988,198,110 (2012: HKD 926,837,777) and distributions payable to these funds at the year end date is HKD 294,815,448 (2012:
HKD 280,924,130).

Hang Seng Index Tracking Fund, which is managed by HSIM, subscribed 44,938,572 units (2012: 42,586,170 units) and redeemed 36,553,763 units (2012: 32,277,376 units)
of the Fund, at amounts of HKD 10,226,596,901 (2012: HKD 8,768,021,893) and HKD 8,385,056,646 (2012: HKD 6,730,366,445) respectively during the year.

Hang Seng Index Fund, which is managed by HSIM, purchased 818,600 units (2012: nil) and sold 786,600 units (2012: nil) of the Fund, at amounts of HKD 192,343,302
(2012: HKD nil) and HKD 186,118,518 (2012: HKD nil) respectively through SEHK during the year.

Hang Seng Index Leveraged 150 Fund, which is managed by HSIM, purchased 1,476,300 units (2012: 1,109,300 units) and sold 1,765,700 units (2012: 1,843,700 units) of
the Fund, at amounts of HKD 335,399,351 (2012: HKD 224,440,106) and HKD 411,291,056 (2012: HKD 386,274,945) respectively through SEHK during the year.

As at year end date, the unsecured overdraft facility of HKD 100,000,000 (2012: 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 (2012: 1.5% per annum over the HKD prime lending rate). During the year, the Fund paid annual fee of HKD 600,000 (2012: HKD
600,000) for the overdraft facility, in which HKD 197,260 (2012: HKD 151,232) was 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 Fund adopted HKFRS 13 with effect from 1 January 2013. Under HKFRS 13, the Fund uses last traded price quoted in an active market to determine the fair values of financial
assets and financial liabilities.

In 2012, under HKAS 39, the Fund valued financial assets and financial liabilities quoted in an active market at bid prices and ask prices respectively in the financial statements.
This created a presentation issue because the Net Asset Value of the Fund is calculated using the last traded prices of the underlying financial instruments.
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The table on page 17 shows a reconciliation for 2012 of the net asset values between the amounts computed as per the Fund’s Offering Document and the amounts computed in
accordance with HKFRSs. No such reconciliation is required following the adoption of HKFRS 13 because last traded prices are used to value financial assets and financial
liabilities quoted in an active market and so no reconciliation amount arises.

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. With the involvement of unobservable factors and judgement, 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 intermediate 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 2(e)(iv).

The Fund measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making the measurements.
®  Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical instruments.

®  Level 2: Inputs other than quoted prices included within Level 1 that are observable either directly (i.e. as prices) or indirectly (i.e. derived from prices). The category includes
instruments valued using: quoted market price in active markets for similar instruments; quoted prices for identical or similar instruments in markets that are considered less
than active; or other valuation techniques in which all significant inputs are directly or indirectly observable from market data.

® |evel 3: Inputs that are unobservable. This category includes all instruments for which the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument’s valuation. This category includes instruments that are valued based on quoted prices for similar instruments
but for which significant unobservable adjustments or assumptions are required to reflect differences between the instruments.

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 transfers of financial instruments between Level 1 and Level 2, or transfers into or out of Level 3 during the year.

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 2013

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 2013 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 32, Financial instruments: Presentation — Offsetting financial assets and financial liabilities 1 January 2014

HKFRS 9, Financial instruments Unspecified

The Fund is in the process of making an assessment of what the impact of these amendments and new standard 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

E:& /58 Fund/index 2013 2012
TE4 5% EHiAE4* Hang Seng Index ETF * 6.15% 26.90%
15 4 $5#4 * Hang Seng Index * 6.36% 27.22%

B} A HSBC Provident Fund Trustee (Hong Kong) Limited J2 15 A= {58 TR/ F] »
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 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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Comparison of Daily Closing Price and Net Asset Value per Unit for 2013
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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").

20134£12H31H

As at 31 December 2013

5374 R IEBEEE (H o)
Constituent Stocks Weighting of the Index (%)
JE 475 f5% HSBC Holdings 14.98%
20124£12H31H

As at 31 December 2012

5374 R IEBEEE (H o)
Constituent Stocks Weighting of the Index (%)

JE'S 2% HSBC Holdings
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Report on Investment Overweight in Constituent Stocks of the Hang Seng Index by the Fund

H2013FE1HTH 220135125 31H
From 1 January 2013 to 31 December 2013
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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 2013 to 31 December 2013, the Manager has complied in full with the above maximum extra weighting.
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Management and Administration
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Hang Seng Investment Management Limited
83 Des Voeux Road Central

Hong Kong

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

Lee Pui Shan

Luk Sai Lung

Lau Chuen Chung

Ngan Man Kit

Trustee

AIA Company (Trustee) Limited

(formerly known as American International Assurance Company (Trustee) Limited)
2nd Floor, AlA Building

1 Stubbs Road, Hong Kong

Administrator and Registrar

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

Hong Kong

Conversion Agent

HK Conversion Agency Services Limited
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Issued by Hang Seng Investment Management Limited, a wholly-owned subsidiary of Hang Seng Bank



