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Hang Seng Investment Index Fund Series Il
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Performance Record (Unaudited)

Hang Seng FTSE China 50 Index ETF HKD [188.7081 |130.1592 |162.2153 | 95.0888 [150.9000 [103.5060 | 175.28 93.08 | 244.20 | 159.81

Hang Seng FTSE China 50 Index ETF HKD | 21193 | 14855 | 20687 | 171.09 | 240.50 17181 | 21202 | 15745 | 17237 | 127.60

Hang Seng FTSE China 50 Index ETF HKD 174.7356 138.4828 109.0036 128.8675

Hang Seng FTSE China 50 Index ETF HKD 124,712,664 105,819,158 84,007,237 97,697,299

* The number of decimal places in the net asset value per unit has been changed from two to four with effect from 8 June 2023.
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Trustee’s Report

To the Unitholders of Hang Seng FTSE China 50 Index ETF
We hereby confirm that, in our opinion, the Manager, Hang Seng Investment Management Limited has, in all material

respects, managed the Hang Seng FTSE China 50 Index ETF in accordance with the provisions of the Trust Deeds dated
1 June 2005, as amended, for the year ended 31 December 2025.

HSBC Institutional Trust Services (Asia) Limited
29 April 2026

4 Hang Seng Investment



Independent Auditor’s Report

To the Unitholders of Hang Seng FTSE China 50 Index ETF
Report on the Audit of Financial Statements
Opinion

We have audited the financial statements of Hang Seng FTSE China 50 Index ETF “(the Fund”) set out on pages 13 to
34, which comprise the statement of assets and liabilities as at 31 December 2025, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows for the year then ended and notes,
comprising material accounting policy information and other explanatory information.

In our opinion, the financial statements give a true and fair view of the financial position of the Fund as at 31 December
2025 and of its financial transactions and cash flows for the year then ended in accordance with HKFRS Accounting
Standards as issued by the Hong Kong Institute of Certified Public Accountants ("HKICPA").

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") issued by the HKICPA.

Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Fund in accordance with the HKICPA"s Code
of Ethics for Professional Accountants (“the Code”), as applicable to audits of financial statements of public interest
entities. We have also fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial

statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.
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Independent Auditor’s Report (continued)

Key Audit Matters (continued)

Existence and valuation of investments
Refer to notes 5 and 14 to the financial statements and the accounting policies in note 2(f) on page 18.

The Key Audit Matter How the matter was addressed in our audit

As at 31 December 2025 the investment portfolio represented Our audit procedures to assess the existence and valuation of
99.26% of the total assets of the Fund and is the key driver of investments included the following:
the Fund’s investment returns.

+ developing an understanding of the control objectives and

We identified the existence and valuation of investments as a related controls performed by the trustee relevant to our
key audit matter because of its significance in the context of audit of the Fund by obtaining the service organisation
the Fund's financial statements and because the value of the internal control report provided by the trustee setting
investment portfolio at the year end date is a key performance out the controls in place, and the independent service
indicator of the Fund. organisation auditor’s assurance report over the design and

operating effectiveness of those controls; and

» evaluating the tests undertaken by the independent service
organisation auditor, the results of tests undertaken and
opinions formed by the independent service organisation
auditor on the design and operating effectiveness of the
controls, to the extent relevant to our audit of the Fund; and

» obtaining an independent confirmation from the custodian
of the investment portfolio held at 31 December 2025,
and agreeing the Fund’s holdings of investments to the
confirmation; and

+ assessing the valuations of all assets in the investment
portfolio at the year end date by comparing the prices
adopted by the Fund with the prices obtained from
independent pricing sources

Information Other than the Financial Statements and Auditor’s Report Thereon

The Manager and the Trustee of the Fund are responsible for the other information. The other information comprises
all the information included in the annual report, other than the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.
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Independent Auditor’s Report (continued)

Responsibilities of the Manager and the Trustee of the Fund for the Financial Statements

The Manager and the Trustee of the Fund are responsible for the preparation of financial statements that give a true
and fair view in accordance with HKFRS Accounting Standards issued by the HKICPA and for such internal control as
the Manager and the Trustee of the Fund determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Manager and the Trustee of the Fund are responsible for assessing the
Fund’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Manager and the Trustee of the Fund either intend to liquidate the Fund
or to cease operations, or have no realistic alternative but to do so.

In addition, the Manager and the Trustee of the Fund are required to ensure that the financial statements have been
properly prepared in accordance with the relevant provisions of the Trust Deed, as amended on 14 January 2011, 7 July
2015, 28 November 2017, 9 April 2019, 10 April 2019 and 13 December 2019 for Hang Seng FTSE China 50 Index ETF
("the Trust Deed"), and the relevant disclosure provisions of Appendix E of the Code on Unit Trusts and Mutual Funds
("the SFC Code") issued by the Hong Kong Securities and Futures Commission.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 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.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements. In addition, we are required to assess whether the
financial statements of the Fund have been properly prepared, in all material respects, in accordance with the relevant
provisions of the Trust Deed and the relevant disclosure provisions of Appendix E of the SFC Code.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

« ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control.

« Obtain an understanding of internal control relevant to the audit 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
Fund’s internal control.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the Manager and the Trustee of the Fund.
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Independent Auditor’s Report (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

« Conclude on the appropriateness of the Manager’s and the Trustee's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Fund’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’ s report. However, future events or conditions may cause the
Fund to cease to continue as a going concern.

< Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the Manager and the Trustee of the Fund regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Manager and the Trustee of the Fund with a statement that we have complied with relevant
ethical requirements regarding independence and communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence and, where applicable, actions taken to eliminate threats or
safeguards applied.

From the matters communicated with the Manager and the Trustee of the Fund, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on matters under the relevant provisions of the Trust Deed and the relevant disclosure provisions of
Appendix E to the SFC Code

In our opinion, the financial statements have been properly prepared, in all material respects, in accordance with the
relevant provisions of the Trust Deeds and the relevant disclosure provisions of Appendix E of the SFC Code.

The engagement partner on the audit resulting in this independent auditor’s report is Yiu Tsz Yeung, Arion (practising
certificate number: P06098).

KPMG

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

Central, Hong Kong

29 April 2026
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Investment Portfolio (Unaudited)
as at 31 December 2025

Market Value

% of Net Assets
Attributable to

Investments Holdings (HKD) Unitholders
Hong Kong Stock Exchange Listed Equities
Basic Materials
China Honggiao Group 42,148 1,374,868 1.10%
CMOC Group 49,285 948,243 0.76%
Zijin Mining 80,410 2,867,421 2.30%
5,190,532 4.16%
Consumer Discretionary
Alibaba Group 73,622 10,513,222 8.43%
Anta Sports Products 16,879 1,359,603 1.09%
BYD 47,370 4,516,729 3.62%
Haier Smart Home 30,773 747,168 0.60%
JD.com Inc 33,983 3,792,503 3.04%
Midea Group 8,268 702,367 0.56%
NetEase Inc 22,628 4,855,969 3.89%
Pop Mart International Group 9,017 1,692,491 1.36%
Trip.com Group 8,004 4,434,216 3.56%
32,614,268 26.15%
Consumer Staples
Nongfu Spring 24,143 1,130,858 0.91%
Energy
China Petroleum & Chemical 310,977 1,452,263 1.16%
China Shenhua Energy 45,351 1,759,619 1.41%
PetroChina 280,633 2,351,704 1.89%
5,563,586 4.46%
Financials
Agricultural Bank of China 414,078 2,393,371 1.92%
Bank of China 923,262 4,117,748 3.30%
Bank of Communications 98,718 636,731 0.51%
China CITIC Bank 120,099 833,487 0.67%
China Construction Bank 1,128,544 8,678,503 6.96%
China Everbright Bank 43,174 157,153 0.13%
China Life Insurance 100,234 2,744,407 2.20%
China Merchants Bank 50,996 2,692,589 2.16%
China Minsheng Banking 92,007 361,588 0.29%
China Pacific Insurance 34,805 1,225,136 0.98%
CITIC Securities 21,079 577,565 0.46%
Guotai Haitong Securities 38,234 636,214 0.51%
Industrial and Commercial Bank of China 922,91 5,805,110 4.65%
People’s Insurance 117,987 796,412 0.64%
PICC Property and Casualty 93,441 1,528,695 1.23%
Ping An Insurance 79,680 5,191,152 4.16%
Postal Savings Bank of China 127,928 680,577 0.55%
39,056,438 31.32%
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Investment Portfolio (Unaudited) (continued)

as at 31 December 2025

Market Value

% of Net Assets
Attributable to

Investments Holdings (HKD) Unitholders
Health Care
BeOne Medicines 10,604 1,901,297 1.53%
Jiangsu Hengrui Pharmaceuticals 2,163 154,14 0.12%
WuXi AppTec 5,857 578,086 0.46%
2,633,497 2.11%
Industrials
CITIC 65,846 794,103 0.64%
Contemporary Amperex Technology 1,065 538,357 0.43%
Cosco Shipping Holdings 34,146 469,507 0.38%
CRRC Corporation 57,124 341,602 0.27%
Sf Holding 3,287 113,993 0.09%
2,257,562 1.81%
Real Estate
China Resources Land 39,156 1,065,043 0.85%
Technology
Baidu 28,865 3,795,748 3.04%
Kuaishou Technology 37,395 2,391,410 1.92%
Meituan 68,888 7,116,130 5.71%
Tencent Holdings 18,453 11,053,347 8.86%
24,356,635 19.53%
Telecommunications
China Tower 62,902 727,147 0.58%
Xiaomi Corporation 222,718 8,752,818 7.02%
Zte Corporation 9,858 267,546 0.22%
9,747,511 7.82%
Utilities
CGN Power 140,188 410,751 0.33%
Total Investments
(Total cost of investments — HKD108,724,912) 124,026,681 99.45%
Other Net Assets 685,983 0.55%
Net Assets Attributable to Unitholders 124,712,664 100.00%
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Statement of Movements in Portfolio Holdings (Unaudited)
for the period from 1 January 2025 to 31 December 2025

Holdings as at

Holdings as at

1 January 31 December
Investments 2025 Additions Disposals 2025
Hong Kong Stock Exchange Listed Equities
Basic Materials
China Honggiao Group - 42,648 500 42,148
CMOC Group 60,572 18,230 29,517 49,285
Zijin Mining 90,773 26,668 37,031 80,410
Consumer Discretionary
Alibaba Group 10,777 33,118 70,273 73,622
Anta Sports Products 18,983 5,501 7,605 16,879
BYD 15,043 41,265 8,938 47,370
China Tourism Group 1,621 100 1,721 -
Great Wall Motor 35,213 10,610 45,823 -
Haier Smart Home 34,800 10,173 14,200 30,773
JD.com Inc 32,369 11,216 9,602 33,983
Li Auto 17,884 5,004 22,888 -
Midea Group 5,296 4,872 1,900 8,268
NetEase Inc 25,699 8,217 11,288 22,628
Pop Mart International Group - 9,661 644 9,017
Trip.com Group 7,999 3,300 3,295 8,004
Consumer Staples
Nongfu Spring 26,383 7,360 9,600 24,143
Energy
China Coal Energy 31,963 - 31,963 -
China Petroleum & Chemical 369,001 102,136 160,160 310,977
China Shenhua Energy 51,192 14,556 20,397 45,351
PetroChina 315,383 91,150 125,900 280,633
Financials
Agricultural Bank of China 464,964 133,114 184,000 414,078
Bank of China 1,114,625 234,0M 425,374 923,262
Bank of Communications 109,600 29,880 40,762 98,718
China CITIC Bank 140,489 38,194 58,584 120,099
China Construction Bank 1,018,217 477,327 367,000 1,128,544
China Everbright Bank 47,976 15,000 19,802 43,174
China Life Insurance 12,786 31,982 44,534 100,234
China Merchants Bank 57,293 16,603 22,900 50,996
China Merchants Securities 6,800 2,200 9,000 -
China Minsheng Banking 98,007 33,500 39,500 92,007
China Pacific Insurance 39,070 1,335 15,600 34,805
CITIC Securities 24,809 5,920 9,650 21,079
CSC Financial 13,396 4,327 17,723 -
Guotai Haitong Securities - 55,771 17,537 38,234
Industrial and Commercial Bank of China 992,536 309,375 379,000 922,91
People’s Insurance 124,762 38,225 45,000 117,987
PICC Property and Casualty 102,416 29,412 38,387 93,441
Ping An Insurance 88,164 26,498 34,982 79,680
Postal Savings Bank of China 164,748 48,180 85,000 127,928
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Statement of Movements in Portfolio Holdings (Unaudited) (continued)
for the period from 1 January 2025 to 31 December 2025

Investments

Health Care

BeiGene

BeOne Medicines

Jiangsu Hengrui Pharmaceuticals
WuXi AppTec

Industrials

China Railway

CITIC

Contemporary Amperex Technology
Cosco Shipping Holdings

CRRC Corporation

Sf Holding

Real Estate
China Resources Land

Technology

Baidu

Kuaishou Technology
Meituan

Tencent Holdings

Telecommunications
China Tower

Xiaomi Corporation
Zte Corporation

Utilities
CGN Power

Unlisted Rights
Zijin Mining Rights

Holdings as at
1 January
2025

62,614
96,429

42,735
60,716

33,691
42,584
58,387

706,737
167,569

Additions

11,000
14,668
1,065
1,41
18,017

9,677
12,/
29,343

235,602
105,264

Disposals

73,614
45,251

20,000
21,609

14,503
17,900
18,842

879,437
50,115

Holdings as at
31 December
2025

28,865
37,395
68,888

62,902
222,718
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Statement of Assets and Liabilities

as at 31 December 2025

31-12-2025 31-12-2024

Notes (HKD) (HKD)
Assets
Financial assets at fair value through profit or loss 5,6,14 124,026,681 105,655,241
Dividend receivable 523,517 56,229
Cash and cash equivalents 10(f) 399,072 385,346
Total Assets 124,949,270 106,096,816
Liabilities
Accrued expenses and other payables 10(a), (b)&(d) 236,606 277,658
Total Liabilities 236,606 277,658
Net assets attributable to unitholders 124,712,664 105,819,158
Representing:
Total Equity 124,712,664 105,819,158
Total number of units in issue 1 713,722 764,132
Net asset value per unit " 174.7356 138.4828

Approved and authorised for issue by the Trustee and the Manager on 29 April 2026.

} For and on behalf of

} Trustee

} HSBC Institutional Trust Services (Asia) Limited

} For and on behalf of

} Manager

} Hang Seng Investment Management Limited

The notes on page 17 to page 34 form part of the financial statements.
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Statement of Comprehensive Income

for the year ended 31 December 2025

Year ended Year ended
31 December 2025 31 December 2024
Notes (HKD) (HKD)
Income
Dividend income 7 3,980,401 3,245,706
Interest income 8, 10(f) 6,168 4,939
3,986,569 3,250,645
Expenses
Auditor’ s remuneration (60,347) (59,937)
Legal and professional fees (89,358) (82,228)
Management fees 10(a) (669,634) (502,950)
Registrar’s fees 10(b) (15,685) (15,600)
Safe custody and bank charges 10(d) (4,665) (3,666)
Sundry expenses 10(b)&(d) (337,198) (348,563)
Investment transaction costs 10(c) (134,556) (66,666)
Transaction fees paid to trustee 10(b) (5,800) (4,900)
Trustee's fees 10(b) (54,811) (42,136)
Valuation fees 10(b) - (24,800)
(1,372,054) (1,151,446)
Income before gains on investments 2,614,515 2,099,199
Gains on investments
Net gains on investments 9 26,703,392 18,313,846
Net foreign exchange gains 459 191
Securities expenses 10(d) (51,010) (45,645)
26,652,841 18,268,392
Income before taxation 29,267,356 20,367,591
Taxation 4,7 (330,043) (267,483)
Income attributable to unitholders and total
comprehensive income for the year 28,937,313 20,100,108

The notes on page 17 to page 34 form part of the financial statements.
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Statement of Changes in Equity

for the year ended 31 December 2025

Year ended Year ended
31 December 2025 31 December 2024
Notes (HKD) (HKD)
Balance at beginning of year 105,819,158 84,007,237
Income attributable to unitholders and total
comprehensive income for the year 28,937,313 20,100,108
Transaction with owners (i.e. unitholders),
recorded directly in equity
Received and receivable on issue of units 24,594,186 30,393,051
Paid and payable on redemption of units (33,137,879) (26,979,325)
Distributions to unitholders 13 (1,500,114) (1,701,913)
Total transactions with owners (i.e. unitholders) (10,043,807) 1,711,813
Balance at year end 124,712,664 105,819,158
Year ended Year ended
Notes 31 December 2025 31 December 2024
Movement of units in issue is listed below:
Number of units brought forward 764,132 770,683
Number of units issued during the year 147,690 212,375
Number of units redeemed during the year (198,100) (218,926)
Number of units carried forward 1 713,722 764,132

The notes on page 17 to page 34 form part of the financial statements.
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Statement of Cash Flows
for the year ended 31 December 2025

Year ended Year ended
31 December 2025 31 December 2024
(HKD) (HKD)

Operating activities
Payment for legal and professional fees (89,329) (80,302)
Payment for auditor’s remuneration (81,497) (60,875)
Payment for management fees (657,658) (490,615)
Payment for fees paid to trustee (124,926) (131,873)
Payment for investment transaction costs (134,556) (66,666)
Payment for safe custody and bank charges (5,023) (3,593)
Payment for other operating expenses (320,168) (312,003)
Net cash used in operating activities (1,413,157) (1,145,927)

Investing activities
Payment for securities expenses (50,500) (44,263)
Distribution income received 3,183,070 3,027,943
Interest received 6,168 4,982
Proceeds from sale of investments 56,260,858 30,415,261
Payments for purchase of investments (47,928,906) (25,119,153)
Net cash generated from investing activities 11,470,690 8,284,770

Financing activities
Proceeds on issue of units 24,594,186 8,201,118
Payments on redemption of units (33,137,879) (13,634,042)
Distributions paid to unitholders (1,500,114) (1,701,913)
Net cash used in from financing activities (10,043,807) (7,134,837)
Net increase in cash and cash equivalents 13,726 4,006
Cash and cash equivalents at the beginning of the year 385,346 381,340
Cash and cash equivalents at the end of the year 399,072 385,346

The notes on page 17 to page 34 form part of the financial statements.
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Notes to the Financial Statements

(a)

(b)

Background

Hang Seng FTSE China 50 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 Fund (the "SFC Code”").

Hang Seng FTSE China 50 Index ETF was constituted by a Trust Deed dated 1 June 2005, as amended from time to
time under the laws of Hong Kong, and registered on the same date 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
FTSE China 50 Index by holding a basket of the constituent stocks of the Indexes.

As at 31 December 2025, 30% (2024: 41%) of the redeemable units of Hang Seng FTSE China 50 Index ETF were
held by Hang Seng China Index Fund. Hang Seng China Index Fund remains the major unitholder of Hang Seng
FTSE China 50 Index ETF.

Material accounting policies
Statement of compliance

The financial statements of the Fund have been prepared in accordance with HKFRS Accounting Standards, which
collective term includes all applicable individual Hong Kong Financial Reporting Standards ("HKFRSs"), 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 provisions of the
Trust Deed, as amended, and the relevant disclosure provisions of the SFC Code issued by the SFC. Material
accounting policies adopted by the Fund are disclosed below.

The HKICPA has issued certain new or amended HKFRS Accounting Standards 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 accounting periods reflected in these financial statements.

Basis of preparation of the financial statements

The functional and presentation currency of the financial statements is Hong Kong dollars, which is the reporting
currency of the units in issue of the Fund. 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 HKFRS Accounting Standards 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 areas involving a higher
degree of judgement relate to the determination of fair value of suspended equities with significant unobservable
inputs and are disclosed in note 14.

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.
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Notes to the Financial Statements (continued)

(@)

(d)

(e)

)

18

Material accounting policies (continued)

Income and expenses

Interest income and expenses are recognised as they accrue under the effective interest method using the rate
that exactly discounts estimated future cash receipts or payments through the expected life of the financial asset

or financial liability to the gross carrying amount of the financial asset or financial liability. Dividend income

is recognised when the underlying securities are quoted ex-dividend. Dividend income and interest 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.

Taxation

Taxation for the year comprises current tax which is recognised in profit or loss.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the date of statement of assets and liabilities. Current tax includes non-recoverable withholding taxes on
investment income.

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

On initial recognition, the Fund classifies financial assets as measured at amortised cost or fair value through
profit or loss ("FVTPL").

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at FVTPL:

— itis held within a business model whose objective is to hold assets to collect contractual cash flows; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest ("SPPI").

All other financial assets of the Fund are measured at FVTPL.
Business model assessment

In making an assessment of the objective of the business model in which a financial asset is held, the Fund
considers all of the relevant information about how the business is managed, including:

— the investment strategy in the offering document of the Fund and the execution of this strategy in practice.
This includes whether the investment strategy focuses on earning contractual interest income, maintaining
a particular interest rate profile, matching the duration of the financial assets to the duration of any related
liabilities or expected cash outflows or realising cash flows through the sale of the assets;

— how the performance of the portfolio is evaluated and reported to the Fund’s management;

— the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed,;
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2. Material accounting policies (continued)

(f) Financial instruments (continued)

(

)

Classification (continued)
Business model assessment (continued)

— how the compensation to investment manager is determined: e.g. whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected; and

— the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales and
expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Fund’s continuing recognition of the assets.

The Fund has determined that it has two business models.

— Held-to-collect business model: this includes dividend receivable and cash and cash equivalents. These
financial assets are held to collect contractual cash flows.

— Other business model: this includes equity instruments. These financial assets are managed and their
performance is evaluated, on a fair value basis, with frequent sales taking place.

Assessment whether contractual cash flows are SPP/

For the purposes of this assessment, “principal” is defined as the fair value of the financial asset on initial
recognition. “Interest” is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are SPPI, the Fund considers the contractual terms of the
instrument. This includes assessing whether the financial asset contains a contractual term that could change
the timing or amount of contractual cash flows such that it would not meet this condition. In making this
assessment, the Fund considers:

— contingent events that would change the amount or timing of cash flows;

— leverage features;

— prepayment and extension features;

— terms that limit the Fund’s claim to cash flows from specified assets (e.g. non-recourse features); and

— features that modify consideration for the time value of money (e.g. periodical reset of interest rates).

The Fund classify its investments based on the business model and contractual cash flows assessment.
Accordingly, the Fund classify all their equity instruments into financial assets at FVTPL category. Financial assets
measured at amortised cost include dividend receivable and cash and cash equivalents. Financial liabilities that
are not at fair value through profit or loss include accrued expenses and other payables.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition unless the Fund was to change its

business model for managing financial assets, in which case all affected financial assets would be reclassified on
the first day of the first reporting period following the change in the business model.
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Financial instruments (continued)

(i) Recognition

(iii)

(iv

~

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 or losses arising from changes in fair value of the
financial assets or financial liabilities at fair value through profit or loss are recorded.

Financial liabilities are not recognised unless one of the parties has performed their obligations under the
contract or the contract is a derivative contract not exempted from the scope of HKFRS 9.

Measurement

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

Subsequent to initial recognition, all instruments classified at fair value through profit or loss are measured at
fair value with changes in their fair values recognised in profit or loss.

Financial assets classified as measured at amortised cost are carried at amortised cost using the effective
interest rate method, less impairment losses, if any.

Financial liabilities, other than those at fair value through profit or loss, are measured at amortised cost using
the effective interest rate method.

Fair value measurement principles

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 measure 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 use 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 or losses on investments are included in profit or loss. Realised gains or losses on investments and
unrealised gains or losses on investments arising from a change in fair value are provided in note 9. Net
realised gains or losses from financial instruments at fair value through profit or loss is calculated using the
average cost method.
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2. Material accounting policies (continued)

(f) Financial instruments (continued)

(v) Derecognition

(Vi

=

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.

Financial assets measured at FVTPL 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.

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 or losses arising from changes in fair value of the
financial assets or financial liabilities at fair value through profit or loss are recorded.

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.

Offsetting
Financial assets and financial liabilities are offset and the net amount is reported in the statement of assets and

liabilities when the Fund has a legally enforceable right to offset the recognised amounts and the transactions
are intended to be settled on a net basis or simultaneously, e.g. through a market clearing mechanism.

(g) 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 @ member of the key management personnel of the Fund or the Fund’s parent.
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2.

Material accounting policies (continued)

(g) Related parties (continued)

(b) 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).

(viii) The entity or any member of a group of which it is a part, provides key management personnel services to
the Fund or to the Fund’s parent.

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.

(h) Cash and cash equivalents

(i)

22

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.

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) it entitles the holder to a pro rata share of the Fund’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) all financial 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
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(i)

0)

(k)

U]

Reports and Financial Statements

Material accounting policies (continued)
Units in issue (continued)

(v) the total expected cash flows attributable to the instrument over its life are based substantially on 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.

Hang Seng FTSE China 50 Index ETF has only one class in issue and its redeemable units meet all of these
conditions and are classified as equity instruments.

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.

Income equalisation on subscriptions and redemptions

Income portion of received and receivable on issue of units or paid and payable on redemption of units is
calculated based on the portion of the unit price related to undistributed accumulated net investment income and
accumulated expenses of the unit at the date of issue or redemption.

Investment transaction costs

Investment transaction costs are costs incurred to purchase or sale of investments at fair value through profit or
loss. They include fees and commissions paid to agents, brokers and dealers. Transaction costs, when incurred, are
immediately recognised in profit or loss as an expense.

Changes in accounting policies

The Fund has applied amendments to HKAS 21, The effects of changes in foreign exchange rates — Lack of
exchangeability issued by the HKICPA to these financial statements for the current accounting period. The
amendments do not have a material impact on these financial statements as the Fund has not entered into any

foreign currency transactions in which the foreign currency is not exchangeable into another currency.

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

No provision for Hong Kong Profits Tax has been made in the financial statements as the income of the Fund are
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.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss as of 31 December 2025 and 31 December 2024 are as follows:

Market Value

2025 2024
(HKD) (HKD)
Listed equities 124,026,681 105,655,241
Total financial assets at fair value through profit or loss 124,026,681 105,655,241

Financial risk management

The Fund maintains investment portfolios in the constituent stocks of the Indexes as dictated by their investment
management strategy, but are not limited to equity instruments and derivatives. The Fund’s investment objective
is to match, before expenses, as closely as practicable, the performance of the Indexes against which the Fund
are benchmarked. The Manager primarily adopts a replication strategy to achieve the investment objective of the
Fund. When there is a change in the constituent stocks of the Indexes or the weighting of the constituent stocks
in the Indexes, the Manager will be responsible for implementing any adjustment to the Fund’s portfolio of stocks
to ensure that the Fund’s investment portfolios closely correspond to the composition of the Indexes and the
weighting of each constituent stock.

The Fund’s investing activities expose them to various types of risks that are associated with the financial
instruments and markets in which they invest. To comply with HKFRS 7, the Manager has set out below the most
important types of financial risks inherent in the financial instruments held by the Fund. The Manager would like to
highlight that the following list of associated risks only sets out some of the risks but does not purport to constitute
an exhaustive list of all the risks inherent in an investment in the Fund. Investors should note that additional
information in respect of risks associated with the investments in the Fund can be found in the Fund’'s Hong Kong
Offering Document ("HKOD").

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.
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6. Financial risk management (continued)

(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 price risk, interest rate risk and currency risk.

(i)

(ii)

(iii

=

Price risk

Price risk is the risk that the value of a financial 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 Fund are
exposed to price risk arising from changes in market prices of equity instruments and market prices of the
underlying indices.

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 Indexes listed on The Stock Exchange of Hong Kong
("SEHK"). The Fund estimate the future reasonably possible market price fluctuations for equity investments on
an overall basis. If the relevant indexes at 31 December 2025 had increased/decreased by 20% (2024: 20%),

it is estimated that the net assets attributable to unitholders of the Fund would have increased/decreased
accordingly as shown below. The analysis assumes that all other variables, in particular, interest rates remain
constant.

Estimated Increase/(Decrease) in Net Assets Attributable to Unitholders

Benchmark/ If Underlying Assets ~ If Underlying Assets ~ If Underlying Assets  If Underlying Assets
Underlying Assets Increased by 20% Increased by 20% Decreased by 20% Decreased by 20%
Fund Currency 2025 2024 2025 2024

HKD FTSE China 50 Index 24,805,336 21,131,048 (24,805,336) (21131,048)

Hang Seng FTSE China 50 Index ETF

Interest rate risk

Interest rate risk arises from changes in interest rates which may inversely affect the value of interest-bearing
assets and therefore results in potential gain or loss to the Fund. 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 risk.

Currency risk

All the financial assets and liabilities of the Fund are denominated in Hong Kong dollars, the functional currency
of the Fund, and as such the Fund have limited exposure to currency risk.
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6.

Financial risk management (continued)

(b) Credit risk

(@)

26

Analysis of credit risk management policy and concentration of 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.

HSBC Institutional Trust Services (Asia) 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 its risk by monitoring the credit rating of the
Custodian on an on-going basis.

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

Other than outlined above, there were no significant concentrations of credit risk to counterparties at 31 December
2025 and 31 December 2024.

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 and the Manager have policies and procedures to manage 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.

HKOD provide for the daily creation and cancellation of units and the Fund are 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.

All of the Fund’s 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 are able to liquidate quickly its investments in order to meet its
liquidity requirements.
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6.

(@)

(d)

Financial risk management (continued)
Liquidity risk (continued)

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, or wholly with cash. The minimum redemption unit size for Hang Seng FTSE China 50 Index ETF is
50,000 units;

— through the Manager by the feeder fund with a basket of constituent stocks of the Indexes and a minor cash

component or wholly with cash at a minimum of 1 unit, the feeder fund of Hang Seng FTSE China 50 Index ETF
is Hang Seng China Index Fund.

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 Indexes are not complied or published, etc. in accordance with the HKOD.

Capital Management

The Fund’s capital as at the year end date is represented by their 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 HKOD.

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.

Dividend income

The amounts of dividend income and net dividend income, which was net of any non-recoverable withholding
taxes, earned by the Fund during the year are shown below.

Dividend income Withholding taxes Net dividend income
Fund Currency 2025 2024 2025 2024 2025 2024
Hang Seng FTSE China 50 Index ETF HKD 3,980,401 | 3,245,706 | (330,043)| (267,483)| 3,650,358 | 2,978,223
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8. Interest income

During the year, the Fund earned interest income from cash and cash equivalents as shown in the table below.

Hang Seng FTSE China 50 Index ETF HKD 6,168 4,939 6,168 4,939

9. Net gains on investments

During the year, the Fund disposed of equity instruments and earned or incurred realised and unrealised gains or
losses as shown below.

Hang Seng FTSE China 50 Index ETF HKD 26,703,392 18,313,846 26,703,392 18,313,846

Hang Seng FTSE China 50 Index ETF HKD 6,001,258 | (12,132,707) | 20,702,134 | 30,446,553 | 26,703,392 | 18,313,846

10. Transactions with the Trustee, the Manager and their Connected Persons

The following is a summary of significant related party transactions or transactions entered into during the year
between the Fund and the Trustee, the Manager and their Connected Persons. Connected Persons are those as
defined in the SFC Code issued by the SFC. All transactions during the year between the Fund, the Trustee, the
Manager and their Connected Persons 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 the Trustee, the Manager and their Connected Persons except for those disclosed below. The
relevant receivables and payables are unsecured, interest-free and repayable on demand.

(a) Hang Seng Investment Management Limited, a wholly-owned subsidiary of Hang Seng Bank ("HSB"), which is a
member of the HSBC Group, is the Manager of the Fund. The Manager earns management fees at a rate of 0.55%
of net asset value per annum. Management fees are calculated as at each dealing day and payable monthly.
Management fees paid during the year and management fees payable to the Manager at the year end date are
shown below.

Management fees paid during the year 669,634 502,950
Management fees payable 62,742 50,766
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10. Transactions with the Trustee, the Manager and their Connected Persons (continued)

(b) HSBC Institutional Trust Services (Asia) Limited, a member of the HSBC Group was appointed as the Trustee of the
Fund. The Trustee earns trustee’s fee based on the fee table below. Effective from 3rd April 2024, the Trustee earns
trustee’s fees at the rate of 0.045% per annum for Hang Seng FTSE China 50 Index ETF. Prior to 3rd April 2024, the
Trustee earn trustee’s fees at the rate of 0.05% per annum for Hang Seng FTSE China 50 Index ETF.

Hang Seng FTSE
China 50 Index ETF

Trustee's fee rate (p.a.) (with effect from 03/04/2024) 0.045%
Minimum monthly trustee’s fees (in HKD) -
Processing fee for handling each purchase or sale of investments (in HKD) 35
Valuation fee per valuation (in HKD) -
Processing fee for handling each creation/redemption/transfer of units (in HKD) 100

The Trustee also earned fees for providing various services to the Fund during the year as shown below. Details of
such fee paid during the year and such fees payable at the year end date shown below:

Hang Seng FTSE China 50 Index ETF

2025 2024
(HKD) (HKD)
Transaction fees paid to trustee
— paid to HSBC Institutional Trust Services (Asia) Limited 5,800 4,900
Trustee's fees
— paid to HSBC Institutional Trust Services (Asia) Limited 54,811 42,136
Registrar’s fees
— paid to HSBC Institutional Trust Services (Asia) Limited 15,685 15,600
Valuation fees
— paid to HSBC Institutional Trust Services (Asia) Limited - 24,800
Financial reporting fee
— paid to HSBC Institutional Trust Services (Asia) Limited 38,842 36,202
Fees payable to Trustee
— payable to HSBC Institutional Trust Services (Asia) Limited 31,419 41,207

() HSBC acts in the role as one of the Participating Dealers of the Fund but there was no in-kind and in-cash creation
and redemption in units of the Fund performed during the year ended 31 December 2025 and 31 December 2024.
The Fund also utilise the services of HSBC for part of the purchase and sale of investments for the year ended 31
December 2025 and 2024. Details of such transactions executed and fees paid during the year are shown below.

Hang Seng FTSE China 50 Index ETF

2025 2024
Value of transactions executed through HSBC (in HKD) - 11,531,610
Share of total value of transactions of the Fund - 12.66%
Commission paid to HSBC (in HKD) - 2,308
Average commission rate - 0.00%
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10. Transactions with the Trustee, the Manager and their Connected Persons (continued)

(d) The Fund utilise the services of HSBC in its depository of securities and pays securities expenses and safe custody
and bank charges to HSBC. Details of such fees paid during the year and such fees payable at the year end date

are shown below.

Securities expenses paid to HSBC during the year
Safe custody and bank charges paid to HSBC during the year
Securities expenses payable to HSBC as of year end

Safe custody payable to HSBC as of year end

Hang Seng FTSE China 50 Index ETF

2025 2024
(HKD) (HKD)
51,010 45,645
4,665 3,666
4,340 3,830

- 358

(e) The Funds have been licensed by Hang Seng Indexes Company Limited ("HSIL"), a wholly-owned subsidiary of HSB,
to use the index to create, offer, market and sell the Fund during the year. License fee paid to HSIL during the year
amounted to HKD48,701 (2024: HKD36,578) and License fee payable to HSIL at the year end was HKD28,056 (2024:

HKD?25,515) for Hang Seng China 50 Index ETF.

(f) Certain bank accounts are maintained with HSBC. The bank balances as at year end date, interest income earned
during the year and interest receivable as at year end date are shown below.

HSBC bank balances as of year end

Interest income earned from HSBC during the year

Hang Seng FTSE China 50 Index ETF

2025 2024
(HKD) (HKD)
399,072 385,346
6,168 4,939

(g) HSBC provides an uncommitted overdraft facility to the Fund. The details of uncommitted overdraft facility and
interest expenses paid during the year are shown below.

Fund Currency

Hang Seng FTSE China 50 Index ETF | HKD

Year

2025

2024

Uncommitted overdraft facility
as at 31 December

Lesser of: (i) USD950,000;
(ii) 10% of net value assets in HSBC custody; and
(iii) 10% of net asset value
Lesser of: (i) USD950,000;
(ii) 10% of net value assets in HSBC custody; and
(iii) 10% of net asset value

Interest expenses paid
Interest rate during the year

USD Best -
Lending Rate

USD Best -
Lending Rate

(h) Hang Seng China Index Fund is considered as the major unitholder of Hang Seng FTSE China 50 Index ETF. Number
of units of Hang Seng FTSE China 50 Index ETF held by Hang Seng China Index Fund as of the year end date and
the distributions earned from Hang Seng FTSE China 50 Index ETF by the fund during the year are shown below.

Number of unit holdings in Hang Seng FTSE China 50 Index ETF as of year end
Distributions earned from Hang Seng FTSE China 50 Index ETF during the year (in HKD)

2025 2024
213,422 312,332
506,154 761,563
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10. Transactions with the Trustee, the Manager and their Connected Persons (continued)

(i) Hang Seng China Index Fund, as the major unitholder of Hang Seng FTSE China 50 Index ETF, made cash creation
and cash redemption in the Fund, also purchased and sold units of the Fund through SEHK during the year. The
amounts and units of creation/redemption and purchase/sell activities are shown below.

Cash creation amount (in HKD) 15,640,371 8,146,936
Cash creation units 97,690 62,375
Cash redemption amount (in HKD) 33,137,879 8,402,470
Cash redemption units 198,100 68,926
Purchase amount (in HKD) 261,830 658,900
Purchase units 1,500 5,600
Sell amount (in HKD) - 474,832
Sell units - 2,900
() The directors and officers of the Manager may transact in the units of the Fund as principal. As at 31 December
2025, the directors and officers of the Manager together do not hold any unit in Hang Seng FTSE China 50 Index
ETF (2024: Nil).
11. Units in issue and net asset value per unit
The units in issue and net asset value per unit as at 31 December 2025 and 31 December 2024 were shown below.
Hang Seng FTSE China 50 Index ETF Listed Class (HKD) 713,722 | HKD174.7356 764,132 | HKD138.4828
12. Soft dollar commission
As regards to the Fund, the Manager has not entered into any soft dollar commission arrangements with brokers.
13. Distributions

Details of distributions during the year are shown below:

Hang Seng FTSE China 50 Index ETF - 20-09-2024 - HKD1.85
27-06-2025 27-06-2024 HKD2.20 HKDO0.50
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13. Distributions (continued)

Hang Seng FTSE China 50 Index ETF

Year ended Year ended

31 December 2025 31 December 2024

(HKD) (HKD)

Undistributed income brought forward 416,779 327,111
Income before gains on investments 2,614,515 2,099,199
Taxation (330,043) (267,483)
Income portion of received and receivable on issue of units 501,383 732,503
Income portion of paid and payable on redemption of units (859,607) (772,638)
Amount available for distribution to unitholders 2,343,027 2,118,692
Distribution to unitholders (1,500,114) (1,701,913)
Undistributed income carried forward 842,913 416,779

14. Fair value information

32

The Fund’s investments 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 amounts receivable on
subscription of units, amounts receivable on sale of investments, dividend receivable, other accounts receivable,
cash and cash equivalents, amounts payable on purchase of investments, amounts payable on redemption of units
and accrued expenses and other payables, 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(f)(iv). The
Fund measure 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.

« Level 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.
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14. Fair value information (continued)

15.

Valuation of financial instruments (continued)

All of investments held by the Fund are listed on SEHK. Their fair values are based on quoted market prices in
active markets and grouped into Level 1investment in the fair value hierarchy. Level 3 investments represent equity
instruments which was unlisted and suspended for trading and in these financial statements they were valued
through market approach using comparable analysis based on relevant news and information. 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 below 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.

Hang Seng FTSE China 50 Index ETF

2025 2024
(HKD) (HKD)
Assets
Level 1
— Listed equities 124,026,681 105,655,241
Total 124,026,681 105,655,241

During the year ended 31 December 2025 and 31 December 2024, there were no transfers of financial instruments
between Level 1 and Level 2, or transfers into or out of Level 3 (2024: Nil).

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 have one single operating segment based on one single, integrated
investment strategy by investing in constituent stocks of the Indexes with the objective to match, before expenses,
as closely as practicable, the performance of the Indexes as stipulated in the HKOD. 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 are domiciled in Hong Kong. Majority of the Fund’s income from investments is from equities listed in
Hong Kong. Please refer to note 5 for details.
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16. Possible impact of amendments, new standards and interpretation issued but not yet effective for the year

34

ended 31 December 2025

Up to the date of the issue of these financial statements, the HKICPA has issued a number of new or amended
standards, which are not yet effective for the year ended 31 December 2025 and which have not been adopted in
these financial statements. These developments include the following which may be relevant to the Fund:

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 9, Financial instruments and HKFRS 7, Financial instruments. disclosures — 1 January 2026
Contracts referencing nature-dependent electricity

Amendments to HKFRS 9, Financial instruments and HKFRS 7, Financial instruments: disclosures — 1 January 2026
Amendments to the classification and measurement of financial instruments

Annual improvements to HKFRS Accounting Standards — Volume 11 1 January 2026

HKFRS 18, Presentation and disclosure in financial statements 1 January 2027

HKFRS 19, Subsidiaries without public accountability: disclosures 1 January 2027

The Fund is in the process of making an assessment of what the impact of these developments 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 financial statements except for the following:

HKFRS 18, Presentation and disclosure in financial statements

HKFRS 18 will replace HKAS 1 Presentation of financial statements and aims to improve the transparency and
comparability of information about the Fund’s financial statements. HKFRS 18 is effective for annual reporting
periods beginning on or after 1 January 2027 and is to be applied retrospectively.

Among other changes, under HKFRS 18, the Fund is required to classify all income and expenses into five categories
in the statement of profit or loss, namely the operating, investing, financing, discontinued operations and income
tax categories. The Fund is also required to provide specific disclosures about management-defined performance

measures in a single note in the financial statements.

The Fund does not plan to early adopt HKFRS 18 and is still in the process of assessing the impact of the adoption.
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Performance of the Index and the ETF (Unaudited)

For the period from 1 January 2025 to 31 December 2025 and the comparison with the same period in 2024

Performance in HK Dollar

Hang Seng FTSE China 50 Index ETF* 27.84% 29.51%
FTSE China 50 Index” 29.77% 31.73%

Source: NAV is provided by HSBC Institutional Trust Services (Asia) Limited. The performance information of the ETFs are provided by the Manager. Index
information is provided by Bloomberg.

*  Performance is calculated in base currency with NAV to NAV, dividend (if any) reinvested. The performance information presented is calculated
based on the assumption that there were no distribution to Unitholders, and’is for reference only.

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

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 of the ETF (Unaudited)

For the period from 1 January 2025 to 31 December 2025 and the comparison with the
same period in 2024

Hang Seng FTSE China 50 Index ETF

Comparison of Daily Closing Price and Net Asset Value per Unit for the period from 1 January 2025 to 31
December 2025
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200 1
180 +
160 +
S o+t
T
120 +
100 +
80 -
o I IR Kz COR T TR
# & ¥ © &© S » = R < © N

Comparison of Daily Closing Price and Net Asset Value per Unit for the period from 1 January 2024 to 31
December 2024

Net Asset Value per Unit
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Index Constituent Stocks Disclosure (Unaudited)
As at 31 December 2025

As at 31 December 2025

As of 31 December 2025, there was no constituent stock that accounted for more than 10%
of the weighting of the FTSE China 50 Index.

As of 31 December 2024, there was no constituent stock that accounted for more than 10%
of the weighting of the FTSE China 50 Index.

Hang Seng FTSE China 50 Index ETF

As at 31 December 2024

Hang Seng FTSE China 50 Index ETF
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Report on Investment Overweight in Constituent Stocks
of the Index by the ETF (Unaudited)

From 1 January 2025 to 31 December 2025

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 Index relative to their respective weightings in the Index in accordance with the below limits.

Stock’ s weight in the Index Maximum extra weighting to be allocated
Below 10% 4%
10%-30% 4%
30%-50% 3%

Above 50% 2%

1 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 period from 1 January 2025 to 31 December 2025, the Manager has complied in full to the above maximum
extra weighting for the Hang Seng FTSE China 50 Index ETF.
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Portfolio Carbon Footprint (Unaudited)
From 1 January 2025 to 31 December 2025

Please visit https://www.hangsenginvestment.com/for more details.
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