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1,764,593.93 91.99
66,154.64 3.45
1,830,748.57 95.44
87,555.34 4.56
1,918,303.91
¢ 207 ) 100.00
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2019
)
TENCENT HLDGS LTD HKD 3,800 | 27.08| 102,001.28 | 42.11| 160,081.22| 8.34
AIA GROUP LTD HKD 16,400 7.47 122,431.91 9.44 154,886.28 .07
mgs AN INSURANCE H SHS 13,000 | 9.86| 128,243.35| 11.48| 149,303.00| 7.78
HSBC HLDGS PLC HK LINE 15,200 | 8.49| 128,979.12| 7.70| 117,001.20 | 6.10
CHINA CONST BANK H SHS 127,000 ©0.84| 106,585.37 | o0.76| 96,861.00| 5.05
EE[')NA RESOURCES LAND LTD 18,000 | 3.50| 64,557.42| 4.19| 75,413.09| 3.93
HONG KONG EXCHANGE HKD 2,200 29.97 65,931.23 29.33 64,534.89 .36
INDUSTRIAL AND COMMER BANK
i 91,000 0.71| 64,884.72| 0.67| 60,931.90| 3.18
HANG SENG BANK HKD 2,500 | 24.00| 59,906.33| 21.55| 53,885.36 | 2.81
10. | CHINA VANKE CO HKD 13,100 3.78 49,507 .47 3.48 45,611.88 .38
11. | SANDS CHINA LTD HKD 10,000 | 4.20| 41,977.68| 4.53| a5,216.45| 2.36
12, | CHINA NERCHANTS BK H SHS 9,000 3.97| 35.756.33| a.76| a2,814.95| 2.23
HK LINE
13, [ (HINA PACIFIC TNSURANCE 11,400 | 3.85| 43,902.15| 3.67| a1,873.71| 2.18
14. QEEA SPORTS PRODUCTS LTD 5,000  6.70| 335170 s.27| 4135462 2.16
15. | CHINA MENGNIU DAIRY CO HKD 11,000 | 3.13| 34,4204 | 3.72|  a1176.07| 2.15
16. | ZTE CORPORATION H HKD 15,400 | 2.90| 44,583.72| 2.65| 40,853.39| 2.13
17. | [N KONG AND CHINA GAS 20,900 | 2.12| 4a,237.08| 1.95| 40,729.93| 2.12
18. EE[')NA RESOURCES GAS GROUP 8,000 45| 3611508 a4.04| 39,537.19| 2.06
19. | cnooc LTD HkD 25,000 1.72| 43,020.16 | 1.53| 38,134.25| 1.99
20. | CHINA GAS HLDGS HKD 9,800 | 3.46| 33.806.02| 3.88| 3787152 1.97
21. | SHN INTL HLDGS HKD 17,000 | 2.07| 35,234.43| 1.92| 32,5261 1.70
22. | MTR CORP HKD 5,50 | 5.99| 32,0757 s5.61| 30,8451 1.61
2. | CHINA LIFE INS CL H 7,800 | 4.80| 37,418.14| 3.95| 30,839.00| 1.61
2. ﬂ'ﬁﬁgsu EXPRESSWAY €O LTD 24,000 1.40| 33,662.42| 1.27| 30.487.00| 1.59
25. ﬁEgNY OPTICAL TECHNOLOGY 2,000 | 11.81| 23,612.39 | 14.69|  29,385.06 53
2. ffchE;ARMACEUT'CAL GROUP 14,000 | 1.92| 26,851.40| 2.01| 28,108.56 | 1.47
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)

27. ;ESHTRONIC INDUSTRIES €O 4,000 6.60 26,408.42 6.96 27,829.08 1.45

28. | WH GROUP HKD 30,000 0.76 22,727.93 0.90 26,859.78 1.40

29. | CLP HOLDINGS HKD 2,500 | 11.43 28,567.66 | 10.50 26,257.15 1.37
2019

LINK REIT HKD 6,000 9.84 59,032.12 | 11.03 66,154.64 3.45

2019

2019

31/165



EDINETOOOO
O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

2019
2010 20,902,362.67 | 2,255,782,979 75.00 8,094
2011 17,406,568.38 | 1,878,516,860 78.24 8,444
2012 9,297,271.34 | 1,003,361,523 58.10 6,270
2013 8,237,915.80 889,035,873 70.98 7,660
2014 5,740,944 .33 619,562,712 71.24 7,688
2015 5,887,162.45 635,342,572 94.52 10,201
2016 3,237,400.44 349,380,255 64.64 6,976
2017 3,174,566.56 342,599,223 72.28 7,800
2018 3,143,588.69 339,256,091 82.55 8,909
2019 2,047,674.30 220,985,010 61.89 6,679
2018 10 2,117,623.37 228,533,914 60.13 6,489
11 2,180,500.32 235,319,595 62.90 6,788
12 2,066,791.68 223,048,158 60.04 6,480
2019 2,221,275.76 239,720,080 64.53 6,964
2,256,167.44 243,485,590 65.55 7,074
2,273,368.52 245,341,931 66.39 7,165
2,220,763.86 239,664,836 67.12 7,244
2,047,674.30 220,985,010 61.89 6,679
2,181,743.15 235,453,721 66.26 7,151
2,092,774.46 225,852,220 65.04 7,019
1,929,502.74 208,231,936 60.17 6,494
1,918,303.91 207,023,358 60.04 6,480
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1,205 57,452 222,468
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0 43,964 116,060

0 43,964 116,060
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75 18,379 62,282
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2019 31
2019 2018

), 1,989,591 214,717 2,862,208 308,889
16,394 1,769 13,999 1,511
339,792 36,670
164,365 17,738 295,602 31,901
2,170,350 234,224 3,511,601 378,972

(), 6 1
122,669 13,238 114,255 12,330
252,117 27,208
1,640 177
122,675 13,239 368,012 39,716

2,047,675 220,985 3,143,589 339,256
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2019 31
2019 2018

51,508 5,559 86,373 9,321

(615,805) (66,458) 560,605 60,500

454 49 (3,876) (418)

(563,843) (60, 850) 643,102 69,404

@) 18,988 2,049 25,523 2,754

©( ) 19,200 2,072 19,200 2,072

©( ) 16,330 1,762 16,826 1,816

©( ) 1,565 169 2,226 240

) 16,615 1,793 22,333 2,410

13,719 1,481 15,013 1,620

21,784 2,351 20,476 2,210

49,900 5,385 51,300 5,536

32,883 3,549 32,023 3,456

9,925 1,071 9,139 986

200,909 21,682 214,059 23,101

(764,752) (82,532) 429,043 46,302

(1,725) (186) (3,867) 417)

(766,477) (82,718) 425,176 45,885
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31
2019 2018

3,143,589 339,256 3,174,567 342,599

1,300 140 16,995 1,834

(330,737) (35,693)  (473,149) (51,062)

(329,437) (35,553)  (456,154) (49,228)

(766,477) (82,718) 425,176 45,885

2,047,675 220,985 3,143,589 339,256
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2019 31
2019 2018

49,113 5,300 77,496 8,363
6,155,060 664,254 7,756,171 837,046
(5,810,818)  (627,103) (6,980,186)  (753,302)
(19,674) (2,123) (25,549) (2,757)
(19,200) (2,072) (19,200) (2,072)
(16,390) (1,769) (16,825) (1,816)
(1,479) (160) (2,262) (244)
(17,215) (1,858) (22,355) (2,413)
(12,284) (1,326) (16,902) (1,824)
(21,784) (2,351) (22,476) (2,426)
(49,900) (5.385) (49,900) (5.385)
(25, 656) (2,769) (31,947) (3,448)
(8,913) (962) (5,265) (568)
(1,725) (186) (3,867) (417)
199,135 21,491 636,933 68,738
1,300 140 16,995 1,834

(332,377) (35,870) (480,520) (51,858)
(331,077) (35,730) (463,525) (50,024)

(131,942) (14,239) 173,408 18,714
295,602 31,901 126,070 13,605

705 76 (3,876) (418)
164,365 17,738 295,602 31,901
164,365 17,738 295,602 31,901

164,365 17,738 295,602 31,901
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2019 2018 31
2019 2018
1,989,545 97.16 2,862,208 91.05
46 0.00
1,989,591 97.16 2,862,208 91.05
6 0.00
6 0.00

2018 31
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(b)

2019 2018

502,971 24 .56 78,194 2.49
203,018 9.91 1,030,659 32.80
40,733 1.99

69,952 3.42 45,273 1.44
22,561 1.10 62,612 1.99
141,281 6.90 589,306 18.75
340,714 16.64 188,981 6.01
191,303 9.34 152,836 4._86
302,684 14.78 504,459 16.04
174,328 8.52 209,888 6.67

1,989,545 97.16 2,862,208 91.05
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(b)

2019 2018

20 267,218 20 295,925

20 124,213 20 221,498
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(b)

2019 31 2018 31

2019 2018

AIA Group Limited 9.63 6.01

China Construction Bank Corporation H Shs 6.91

HSBC Holdings Plc 8.29

Ping An Insurance (Group) Company of China, 7 01

Limited H Shs )

Sands China Limited 2.21 5.33

Tencent Holdings Limited 9.54 12.94
©

2019 31 164,365 2018 295,602

12
10 2019 31 164

2018 296
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@
2019 2018 31
2019 2018
2,153,950 3,157,810
339,792
)

10
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2019 2018 31
12
31
74,269 48,400
74,269 48,400
31
65,855 48,400
252,117
1,640
319,612 48,400
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2018 31
10
12
31
2,156,999 10,603 2,748
31
3,500,916 7,315 3,370
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®
2019 31
59,348 (1,258)
1,989,539 46
2018 31
284,879 (1,858)
2,862,208

@
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2019 2018 31
31
1,989,545 1,989,545
46 46
1,989,545 46 1,989,591
6 6
6 6
31
2,816,966 45,242 2,862,208
2,816,966 45,242 2,862,208
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Q)
2019 2018 31
2019 2018 31
2019 31
Samsonite International S.A. 45,242 (45,242)
2018 31

Samsonite International S.A. (45,242) 45,242
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2019 2018 31
S_A. 2018 28 2018
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2019 2018
1,989,545 2,862,208
46
1,989,591 2,862,208
6
6
(261,973) 265,469
(353,832) 295,136
(615,805) 560,605
7,309 2019 (6)
800,000 2019 46
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2019 2018
48,400 48,400
(@) 1,437 2,123
©dC ) 1,600 1,600
(d) 1,258 1,858
34,400 27,173
20,000 20,000
15,574 13,101

122,669 114,255
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2019 2018

38,080 43,921

20 225

(5,014) (6,066)

33,086 38,080
2,047,675 3,143,589

61.89 82.55
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(2006

16.5 2018 16.5

2019 2018 31
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(a

2019 2018

2019
1,725 2018 3,867
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(a
0.10
0.70
2019 31 18,988 2018 25,523
1,437 2018 2,123
(b
15
2019 31 2018
(c
.. 40
0.125 40
0.1
1,600
2019 31

19,200 2018 19,200 1,600 2018 1,600
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2019 31
1,232 2018 1,292
0.03
2019 31
1,565 2018 2,226

60

16,330

77/165

EDINETOOOO
O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

2,500

15

2018 16,826

0.09

377 2018 291
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«
0.50 0.20
2019 31 16,615 2018 22,333
1,258 2018 1,858
(e
2019 31
1,989,585 2018 2,862,208 164,365
2018 295,602
(f
2018 12
2018 2018 31
(9
2018 12 2018 2018 31
10

2019 11 25

78/165



EDINETOOOO
O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

2019 31

AIA Group Limited 21,000 197,184 9.63
ANTA Sports Products Limited 5,000 30,598 1.49
Bank of China Limited H Shs 50,000 20,717 1.01
Beijing Enterprises Holdings Limited 6,000 30,139 1.47
China Construction Bank Corporation H Shs 179,000 141,490 6.91
China Gas Holdings Limited 9,800 31,485 1.54
China Mengniu Dairy Company Limited 11,000 40,179 1.96
China Merchants Bank Co., Limited H Shs 9,000 43,315 2.12
China Mobile Limited 7,500 65,451 3.20
China Resources Gas Group Limited 8,000 38,298 1.87
China Resources Land Limited 18,000 73,205 3.58
China Vanke Co., Limited 13,100 46,346 2.26
CK Hutchison Holdings Limited 2,000 18,882 0.92
CLP Holdings Limited 2,500 28,255 1.39
CNOOC Limited 25,000 40,733 1.99
CSPC Pharmaceutical Group Limited 14,000 22,561 1.10
Hang Seng Bank Limited 2,500 62,630 3.06
Hong Kong Exchanges and Clearing Limited 2,200 69,952 3.42
HSBC Holdings Plc 20,800 169,849 8.29
;Egustrial and Commercial Bank of China Limited H 91,000 64,970 3.17
Jiangsu Expressway Company Limited H Shs 24,000 33,413 1.63
Li Ning Company Limited 22,000 36,406 1.78
Link Real Estate Investment Trust 6,000 71,752 3.50
MTR Corporation Limited 5,500 33,623 1.64
IIjisnhgS An Insurance (Group) Company of China, Limited 13,000 143,530 7 01
Sands China Limited 10,000 45,259 2.21
Shenzhou International Group Holdings Limited 2,000 23,573 1.15

Shenzhen International Holdings Limited 17,000 29,866 1.46
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2019 31
Sunny Optical Technology (Group) Company Limited 2,000 17,046 0.83
Techtronic Industries Company Limited 4,000 25,498 1.25
Tencent Holdings Limited 4,700 195,342 9.54
The Hong Kong and China Gas Company Limited 20,900 46,150 2.25
TravelSky Technology Limited H Shs 12,000 24,845 1.21
WH Group Limited 30,000 27,003 1.32
1,989,545 97.16
(6) 0.00
46 0.00
40 0.00

1,989,585 97.16
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HAITONG AIZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

STATEMENT OF FINANCIAL POSITION
AS AT 31 MAY 2019

ASSETH
Curreént assets
Financial assets at fair value through profit or loss
Dividends and other ceceivables
Amannts due from brokers
Cash at bank

Total assets

LIARILITIES
Current liabilities
Financial liabilities at fair value through profit oc loss
Acerunls and other payabiles
Amounts due to brokers
Amounts payable on redemption

Tota] liubilities

Equity
Het assets ettributable to unitholders

Note 2019

a5 1,089,501

2018
Use

2,862,908
13,599
338052
295,602

3. 5 6
[ 122, 66g

2,511,601

1224075

———— e i

2,047,675

3,143,589

The accompanying notes on pages 9 to 2B form an integral part of these financial statements,

_5.

81/165



EDINETOOOO
O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCT TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

STATEMENT OF PROFIT OR LOSS AND COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MAY 2019

Note

Income

Dividend and other income
Met {loss)/gain on financial assets and financial

liabilities at fair vahie through profit or loss 5
Net foreign exchange gain/(loss)

Total net (loss)/gain
Expenses

Management fee ala)
Trustee's foe alellil
Valuation, transaction and registrar's fees gled(ii}
Safe custody and bank charges gl c¥iii)
[Mstributor and agent company fees old}
Securities expenses

Printing and advertising expenses

Auditor's remuneration

Legal and professional fees

(ther operating expenses

Total operating expenses

Operating (loss)/gain before tax
Withholding tax 8

Total comprehensive (loss)/income

(766,477}

2019 28
Uss Uss
51,508 86,373
{615,.805) 560,605
454 {3,876)
{563,843} 643,102
18,088 25.523
19,200 16,200
16,330 16,526
1,565 2,226
16,015 22,4933
13,719 15,013
21,784 20,476
49,900 51,300
32,883 32,003
0,025 0,139
200,500 214,050
(764,752) 420,043

{1,725) {3,867)

The sceompanying notes on pages 9 o 28 form an integral part of these financial statements.

-

82/165



EDINETOOOO
O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCT TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

STATEMENT OF MOVEMENTS IN NET ASSETS ATTRIBUTABLE TO UNITHOLDERS
FOR THE YEAR ENDED 31 MAY 2019

Note 2019 2B
Uss Uss
Net assets attributable to umtholders at the beginning of
the year 2,143,580 3,174,567
Reeripts on units subscrilwed i 1,300 16,905
Payvments on units redeemed 7 (330,737) (473.149)
Met decrease from units transactions (329.437) (456,154}
Total comprehensive (loss)/income {766.477) 425,176
Met assets attributable to unitholders at the end of the
year 2,047,675 2,143,580
_—

The accompanying noles on pages 9 1o 28 form an integral part of these financial statements.
- ?’ -
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCT TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MAY 2019

Cash flows from operating activities

Dividend and other income received
Proceeds from sale of financial assets
Payments for purchase of financial assets
Management fee paid

Trustee's fee paid

Valuation, transaction and registrar's fees paid
Safe cnstody fee paid

Distributor and agent company fees paid
Securities expenses paid

Printing and advertising expenses paid
Anditor's remmneration paid

Legal and professional fees paid

(Mher operating expenses paid
‘Withholding tax paid

Net eash inflow from operating activities

Cash flows from financing activities

Receipts on units subscrbed
Payments on units redeemed

Net eash outflow from financing activities

Net {decrease)/inerease in cash and cash equivalents
Cash and eash equivalents st the beginning of the year
Effect of foreign exchange rate changes

Cash and eash equivalents at the end of the year

Analysis of balances of cash and cash equivalents:
Cagh at bank

2019 208
Uss Uss
49,113 77456
6,155,060 7,756,171
{5.810,818) {6,0580,186)
(19.674) {25,549)
{19,200) (10,200}
{16,390) {16,825)
f1.479) {2,262}
(17,215) (22,355}
{12,284) {16,902)
(21,784) {22476}
{49,900) {40,900}
{25.650) (31.947)
(8,013) {5,265)
{1,728) (2,867)
199,135 636,933
L300 16,995
{332,377 {480,520}
(321.077) (463.525)
{131,942) 173,408
205,602 126,070
7035 (3,876}
16,365 295,602
164,365 245,602
164,365 205,602

The accompanying noles on pages ¢ 1o 28 form an integral part of these financial statements.

-8-
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HAITONG AIZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands}

NOTES TO THE FINANCIAL STATEMENTS
General information

Haitong Aizawa China Number One Fund (the “Fund”} is a sub-trust of FC T Trust that is an open
ended nmbrella unit trust, governed by a trust deed dated 25 July 2005 and supplemental trust
deeds dated 23 Aprl 2007 and 27 November 2013 (the “Trust Deed”}. The Fund was established
under the laws of the Cayman Islands and is not anthorised by the Securities & Futures
Commission in Hong Kong and is therefore not available to the public in Hong Kong,

The investment objective of the Fund is to achieve medium to long term stable capital gain by
principally investing in mainstream Chinese companies listed on varions stock exchanges, in
particular those H Shares and red chips on the Stock Exchange of Hong Kong and A Shares on
Shanghai and Shenzhen Stock Exchanges.

As at 31 May 2019, FC T Trust has two sub-trusts, namely Haitong Aizawa Atteactive Dividend
Yield Chinese Stock Fund and Haitong Aizawa China Number One Fund.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements ane set
out below, These policies have been consistently applied to all the years presented, unless
atherwise stated.

Basis of preparation

The financial statements of the Fund have been prepared in accordance with Hong Kong Financial
Reporting Standards (*HKFRSs") issued by the Hong Kong Institute of Certified Publie
Accountants, The financial statements have been prepared under the historical cost convention, as
modified by the revaloation of financial assets and financial labilities at fair value through profit
or loss,

The preparation of financial statements in conformity with HEKFRSs requires the use of certain
eritical accounting estimates. It also requires the Trustes and the Manager (the “Management ™} to
exercise their judgement in the process of applying the Fund's accounting policies. The areas
invalving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements are disclosed in Note 4.

Standards and amendrents fo existing standards effective 1 June 2008

The following amendments to standards have been adopted by the Fund for the first time for the
financial year beginning on or after 1.June zo18:

HEFES 9 “Financial Instruments” became effective for annual periods beginning on or after 1

January 2008, It addresses the classification, measurement and derecognition of financial assets
and liabilities and replaces the multiple classification and measurement models in HKAS 39,
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HAITONG AIZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
z Summary of significant accounting policies (Continued)
(a) Basis of preparation (Continued)

Classification and measurement of debt assets will be driven by the entity's business model for
managing the financial assets and the contractual cash flow characteristics of the financial assets,
A debt instrument is measured st amortised cost if the objective of the business model is to hold
the financial asset for the collection of the contractual cash flows and the contractual eash flows
under the instrment solely represent payments of principal and interest (the “SPPI™), A debt
instrument 15 measured at fair value through other comprehensive income if the objective of the
business model is to hold the financial asset both to collect contractual cash flows from SPPI and
tosell, All other debt instruments must be recognised at fair value through profitor loss, An entity
may however, at initial recognition, irrevoeably designate a financial asset a5 measared at fair
value through profit or loss if doing so eliminates or significantly reduces a measurement or
recognition inconsistency. Derivative and equity instruments are measured at fair value through
profit or loss unless, for equity instruments not held for trading, an irrevocable option is taken to
measure at fair valie through other comprehensive income. HEFRS g also introduces a new
expected credit loss impairment model.

HEFRS g has been applied retrospectively by the Fund and did not result in a change to the
classification or measurement of financial instruments as outlined in note 2 (e). The Funds
investment portfolio continues to be classified as fair value through profit or loss and ather
financial assets which are held for eollection continue to be measured ot amortized eost. There
was no material impact on adoption from the application of the new impairment model.

There are no other standards, amendments to standarnds or interpretations that ave effective for
anmal periods beginning on 1. June 2018 that have a material effect on the financial statements of
the Fund.,

There are no other standards, interpretations or amendments to existing standards that are not
yeb effective that would be expected to have a significant impact on the Fund.

- 16 -
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HAITONG AIZAWA CHINA NUMBER ONE FUND, ASUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands}

NOTES TO THE FINANCIAL STATEMENTS

z Summary of significant accounting policies (Continued)

(h) Foreign currency translation

i}

(ii}

Functional and presentation currency

Items included in the Fund's financial statements are measured using the currency of the
primary economic environment in which it operates (the “functional curreney™). The
financial statements are presented in the United States dollar (“US$"), which is the
Fund's functional and presentation currency.

Transactions and balances

Foreign currency lransactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign enrrency assets and
lialsilities are translated into the functional cureency using the exchange rate prevailing at
the vear end date,

Foreign exchange gains and losses arising from transkition are included in the statement
of profit or loss and comprehensive income,

Foreign exchange gains and losses relating to cash and cash equivalents are presented in
the statement of profit or loss and comprehensive income within “net foreign exchange
gain/{loss)",

Foreign exchange gains and losses relating to the financial assets and liabilities carried at
fair value through profit or loss are presented in the statement of profit or loss and
comprehensive income within “net (loss}fgain on financial assets and financial Habilities
at fair vahie through profit or loss™.

{ch Finanrial assets and financial liabilities at fair value through profit or loss

(i}

Classification
Aszsets

The Fund classifies it investments based on both the Fund's business model for
managing those financial assets and the contractual cash flow characteristics of the
finaneial assets. The portfolio of finaneial assets is managed and the performance is
evaluated on a fair value basis. The Fund is primarily focused on faie value information
and uses that information to assess the assets’ performance and to make decisions, The
Fund has not taken the option to irrevocably designate any equity securities as fair valie
through other comprehensive income, Consequently, all investments are measared at fair
vahue through profit or loss,

Lighilities

Financial liahilities of the Fund include derivative contracts that have a negative fair
value, which are presented as liabilities at fair value throngh profit or loss.

-11-
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HAITONG AIZAWA CHINA NUMBER ONE FUND, ASUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands}

NOTES TO THE FINANCIAL STATEMENTS

z Summary of significant accounting policies (Continued)

() Finanrial assets at fair value through profit or loss (Continued)
fi} Classification (Continued)

As such, the Fund elassifies all of its investment portfolio as financial assets or liabilities
as fair value through profit or loss,

The Fund's policy requires the Investment Manager and the board of directors to evaluate
the information about these financial assets on a fair value hasis together with other
related financial information.

(i} Investments in financial assets previously designated at fair value through profit or loss

The Fund holds equity securities and currency forwand contracts of U15%1,089,501 {(2018:
rs5e. 862,208} which had previously been designated at fair value through profit or loss,
On adoption of HEFRS g these secunities are mandatonily classified as fair value through
profit or loss,

{1ii} Recognition, derecognition and measurement

Regular purchases and sales of investments are recognised on the trade date - the date on
which the Fund commits to purchase or sell the investments. Financial assets or liabilities
at fair value through profit or loss are initially recognised at fair valie, Transaction costs
are expensed as incurred in the statement of profit or loss and comprehensive income.,

Financial assets or habilities are derecognised when the rights to receive cash flows from
the investments have expired or the Fund has transferred substantially all risks and
rewards of ownership.

Subsequent to initial recognition, all financial assets and financial labilities at fair value
through profit or loss are measured at fair value. Gains and losses arising {rom changes in
the fair value of financial assets or financial liabilities at fair value through profit or loss
are presented in the statement of profit or loss and comprehensive ineome in the year in
which they arize,

{iv) Fair value estimation

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, The fair
value of financial assets traded in active markets (such as publicly traded derivatives and
trading securities) are based on guoted market prices at the close of trading on the
reporting date. The Fund utilizes the last traded market price as its fair valuation input for
listed financial sssets where the last traded price falls within the bid-ask spread. In
circnmstances where the last traded price is not within the bid-ask spread, management
will determine the point within the bid-ask spread that is most representative of fair
value,

Investments which are not listed on an exchange are valued by using broker quotes.
(v} Transfer between levels of the fair value ierarchy

Transfers between levels of the fair value hierarchy are deemed to have ocourred at the
beginning of the reporting period.

- 12 -
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HAITONG AIZAWA CHINA NUMBER ONE FUND, ASUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands}

NOTES TO THE FINANCIAL STATEMENTS
z Summary of significant accounting policies (Continued)
{(d)  Derivative financial instruments

Dernvative financial instruments are recognised at fair value on the date on which a derivative
contract is entered into and are subsequently re-measured at their fair value. Fair values are
obtained from gquoted market prices in active markets and valuation techniques, as appropriate.
All derivatives are carried as assets when fair value is positive and as liabilities when fair value is
negative. The best evidence of the fair value of a derivative at initial recognition is the transaction
price. Subsequent changes in the fair value of any derivatives are recognised immediately in the
statement of profit or loss and comprehensive income. Derivative financial instruments are
included within financial assets or finaneial liabilities at fair value through profit or loss.

(e}  Imcome and expenses

Dividend ineomse from financial assets at fair value through profit or loss is recognised in the
statement of profit or loss and comprehensive inecome within dividend inesme when the Fund’s
right to receive payments is established.

Interest is recognized on a time-proportionate basis using the effective interest method, Interest
income inchides interest from cash and cash equivalents, Interest from financial assets at fair
value throngh profit or loss includes interest from debt securities.

Other income and expenses are accounted for on an scerual basis,
(i Amounts due from and to brokers

Amounts due from and to brokers represent receivables for securities sold and pavables for
securities purchased that have been contracted but not vet settled or delivered on the statement of
financial position date respectively. The due from brokers balance is held for collection.

These amounts are recognised initially at fair valoe and subsequently measured at amortised cost.
Al each reporting date, the Fund shall measure the loss allowance on amounts due from broker at
an amount equal to the lifelime expected eredit losses if the credit risk has increased significantly
since initial recognition. If, at the reporting date, the credit risk has not increased significantly
since initial recognition, the Fund shall measare the loss allowanee at an amount equal to 12-
month expected eredit losses, Signifieant finaneiasl difficulties of the broker, probability that the
broker will enter bankruptey or financial reorganisation, and default in payments are all
considered indicators that a loss allowanee may be required. If the eredit risk increases to the
point that it is considered to be credit impaired, interest income will be caleulated based on the
gross carrying amount adusted for the loss allowance, A significant increase in credit risk is
defined by management as any contractual pavment which is more than 3o davs past due. Anyv
contractual pavment which is more than 9o davs past due is considered credit impaired.

(= Offsetting financial instruments

Financial assets and liabilities are offset and the met amount is reported in the statement of
financial position when there is a legally enforceable right to offset the recognised amounts and
there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously. The legally enforceable right must not be contingent on future events and must be
enforceahle in the normal course of business and in the event of default, insolvency or bankmptoy
of the Fund or the counterparty.

-13-
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HAITONG AIZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
Summary of significant accounting policies (Continued)
Cash and ecash equivalents

Cash and cash equivalents indudes cash in hand, deposits held at call with banks and other short-
term highly liquid investments in an active market with original maturities of three months or
less.

Units

The Fund issues redeemable units, which are redeemable at the unitholder’s option and are
elassified as equity.

Units are issued and redecmed at the unitholder's option at prices based on the Fund’s net asset
value per unit &t the time of issue or redemption. The Fund's net asset value per unit for
subseription or redemption is caleulated by dividing the net assets sttributable to the unitholders
with the total number of outstanding units. Investment positions are valued based on the last
traded market price for the purpose of determining the net asset value per umt for subseription
and redemption of the Fund.

Financial risk management
Strategy in using financial imstruments

The Fund's investment objective is to achieve mediom to long term stable capital gain by
principally investing in mainstream Chinese companies listed on vanous stock exchanges, in
particular those H Shares and red chips on the Stock Exchange of Hong Kong. In addition, the
Fund will also seek to invest in A Shares and B Shares on Shanghai and Shenzhen Stock
Exchanges.

The Funrd is managed according to investment rules intended to diversify and mitigate asks that
are set out in the Fund's Offering Memorandum. The Fund’s Investment Manager also operates a
risk assessment and monitoring process that is applied to the Fund. The Fund does not seek to
eliminate all risks. as managing risks for investment return is the essence of the Fund's
operntions. The goal is to assess and qualify the key risks; to set the metrics 1o measure risk
exposures; to set limits to control risk exposures; and to monitor and report exposures as
redquired.

The Fund's activities expose it to a variety of financial risks: market price risk, interest rate risk,
counterparty and credit risks, liguidity risk and currency risk.

Market price risk

Market price risk iz the risk that the value of a financial instroment will fluctuate as a result of
changes in market prices, whether those changes are cansed by factors specific to the individual
instrument or factors affecting all instruments in the market.

The Fund's market price risk is managed through deliberate securities selection, and
diversification of the investment portfolio whereby the Fund cannot acquire the shares of any one
company if as a result of such acquisition, the total number of shares of such company held by the
Fund would exceed 10% of the total number of issed and outstanding shares of such company.
Aggregate holdings by the Fund do not normally exceed 3% of outstanding shares for each
company. The investment team of the Investment Manager would be notified immediately if the
limit is exceeded. Aggregate holdings of 5% or more must be reported to group operation and
group compliance of the Investment Manager immediately for further action related 1o disclosure
requirements.

=14 -
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCTTRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
Financial risk management (Continued)
Market price risk { Continued)

All securities investments present a nisk of loss of capital. The Investment Manager moderates this
risk through a careful selection of securities and other financial instruments within specified
limits. The Investment Manager cannot invest in Chinese companies with a market capitalisation
of less than US$500 million at the time of purchase, except in a situation that in the opinion and
judgement of the Investment Manager, the Chinese companies are market leaders in their
respective industrial sectors in which they operate. Market price risks are also monitored through
the securties pool management.

The Fund's overall market positions are monitored daily by the Tnvestment Manager.

The Fund's investments are exposed to market price movements. At 31 May 2019 and 31 May
2018, the Fund's overall market positions by securities type and by market are as follows:

Z019 zo18
% of met % of net
assels assets
attributable attributable
to Lo
Fair value umitholders Fair value unitholders
Uss Uss
Finaneial assets at fair
value through profit or
loss
Listed equities - Hong Kong 1,589,545 G716 2, 862 208 9105
Currency forward contracts 46 .04 - -
1,989,591 716 2,862,208 9105
Financial liabilities at fair
value through profit or
loss
Currency forward contracts & 0.00
5] 0040 =

The Fund's market price risk is managed through diversification of the investment portfolio,

The Fund did not hold any denvative financial instroments as at 31 May 2018,

=15~
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCTTRUST
{An open-ended unit trust established under the laws of the Cayman Islands}

NOTES TO THE FINANCIAL STATEMENTS
Financial risk management (Continued)
Market price risk { Continued)

Industry breakdown of the Fund's hsted equities 1= as follows:

2019 2018
% of met % of net
Fair value ASSeLs Fair value assels
Uss Uss
Listed equities - by
industry

Banking 502,971 24.506 78,199 249
Consumers 203,018 Q.51 1,030,659 4280
Energy 40,7373 1.5 = =
Financial Services 65,952 142 45.273 1.44
Healtheare 22,501 110 bz b1z 1.4
Industrial 141,281 600 580306 18.75
Insurance F30, TLY 16,64 188,941 601
Real Estate 101,303 .34 152 846 4.86
Telecommunications 202,684 14.78 5044450 16.04
Utilities 174,328 8.52 209,888 6.67
1.889,545 g7.16 2,862,208 91.05

The table below summarises the impact of inereases or decreases of the indices of the key markets
in which the Fund operates, with all other variables held constant and the Fund's investments
mowved aceording to the historical correlation with the index.

All changes can be positive or negative, and impacts will be on the Fund's net assets attributable to
unitholders,

2019 2018
Change in Impact  Change in Impact
market on NAV market on NAV
index  and profit index  and profit
Uss Uss
Hong Rong
Hang Seng Index +/-20% 267,218 +f-20% 205,925
China
Hang Seng China Enterprize
Index +f-20% 129,213 +f-20% 221,498
. 16 -
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCTTRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
Financial risk management (Continued)
Market price risk { Continued)

The exposures to indiwvidual investments/issuers representing over 5% of the Fund's net asset
value at 31 May 2019 and/or 31 May 2018 are as follows:

% of met % of net

assets assels

Industry 2019 2018
Listed equities
ALA Group Limited Insurance 0.63 6.01
China Construction Bank Corporation H Shs Banking 6.1 -
HSEC Holdings Ple Banking 8.29
Ping An Insurance {Group) Company of Insarance 7.0
China, Limited H Shs
Sands China Limited Consumers 2.2 £33
Tencent Holdings Limited Telecommunications 9.54 1294
Interest rate risk

Interest rate risk arises from the effects of fluctuations in the prevailing levels of markets interest
rates on the fair value of financial assets and liabilities and future cash flows.

As the majority of the Fund’s financial assets and liabilities are non-interest bearing, the Fund is
not subject to significant amounts of risk due to flucteations in the prevailing levels of market
interest rates. Any temporary excess cash and cash equivalents are invested at short-term market
interest rates where appropriate.

At 31 May 2019, the Fund’s net cash balance was US£164,365 (2018: US&295.602). A change in
interest rate levels within the range foreseen by the Investment Manager for the nest twelve
months is deemed not to have a material impact on the Fund. For example, if interest rates had
been 10 basis points higher or lower with all other variables held constant, net assets attributable
to unitholders would have been US416. higher or lower at 31 May zo1g (2018: US$296) arising
from the inerease or decrease in interest income on eash balanes,

-17 -
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCTTRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
3 Financial risk management (Continued)
(d) Counterparty and credit risks

Counterparty risk is the risk a counterparty to a finanaal instrament will cause the Fund financial
loss by failing to discharge its obligations. The Fund seeks to minimise this risk of loss by careful
chaice of counterparties and by minimising the reliance placed on individual connterparties.

The Investment Manager maintains a list of approved brokers selected to manage the risk that a
broker may fail and lead to a loss on trade. All transactions in listed investments are settled on a
delivery versus payment basis using approved brokers. The risk of default is considered minimal,
as delivery of securities sold is only made when the Fund's eustodian bank has received payment.
For a purchase, payment is made onee the securities have been received by the Fund's enstodian
bank. The trade will fail if either party fails to meet their obligation.

The Fund has margin accounts with Haitong International Securities Co, Lbd. and Haitong
International Futares Limited, Were these entities to fail, the Fund could have difficulty in
obtaining title to its assets. The margin accounts were terminated on 7 December 2018 and 7 May
2018 respectively,

Bank balances are placed with reputable financial instititions.

The table below summarises the net assets placed with the custodian and broker as at g1 May

2016 and 91 May 2m8:
2010 o1l
Credit Credit
Rating Rating
(Standard (Standard
uUss & Poor's) USs & Poor's)
Custodian
Sumitomo Mitsui Trust {UK)
Limited 2,153,950 At 3157810 Al
Broker
Sumitomo Mitsui Trust (UK}
Limited - Ar 30,7092 As

i This rating is for Sumitomo Mitsui Trust Bank Ltd that is the immediate holding company of
Sumitomo Mitsui Trust {UK) Limated

-18 -
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
3 Financial risk management (Continued)
(d) Counterparty and credit risks (Continued)

The maximum exposure to credit nsk at vear end is the carming amount of the financial assets as
shown on the statement of financial position. None of the assets is impaired nor past doe but not
impaired,

(e} Liguidity risk

Liguidity risk is the risk that the Fund will encounter difficulty in settling a liability, including a
redemption request.

The Fund is exposed to daily cash redemption of units subject 1o one business day notice. Tt
therefore invests its assets in investments that are traded in an active market and can be readily
disposed of.

The Investment Manager may horrow at any one time wp to 10% of the net asset value which
enhances the Fund's liguidity in mesting redemptions,

The liguidity of the Fund's investments is monitored continuously to ensure the Fund's
investments can be liqguidated in a reasonable period of time.

The tahle below analvses the Fund's financial liahilities into relevant maturity groupings based on
the remaining period from the vear end date to the contractual maturity date. The amounts in the
table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying amounts, as the impact of discounting is not significant.

Less than 1o 6 Over &
1 month months months
Uss Uss Uss
At 31 May 2019
Aceruals and other payables 74,260 - 48,400
Amounts due to brokers . - -
Amounts payable on redemption
Total financial liabilities T 260 - 48400
At 31 May z018
Aceruals and other pavables 65,855 - 48400
Amounts due to brokers 252,117 - -
Amounts payable on redemption 1,640 - -

Total financial liabilities 10,612 - 48400

=16 -
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HAITONG ATZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST

{An open-ended unit trust established under the laws of the Cayman Islands)
NOTES TO THE FINANCIAL STATEMENTS
Financial risk management (Continued)

Liquidity risk {Continued)

All units of the Fund are held in the name of Atzawa Secunties Co. Ltd., the Distributor of the
Fund. At 31 May 2019 and 31 May 2018, no ultimate individual unitholder who was registered

with the Distobutor held more than 10% of the Fund's amits.

The Fund manages its liquidity risk by investing in securities that it expects to be able to liquidate
within 7 days or less. The following table illustrates the expected liquidity of assets held:

= days to less
Less than than 1
7 days month
Uss USs

At 31 May zo19
Total assets 2,156,999 16, Bexg
T ———

At 31 May 2018
Total assets 3,500,016 7.315
—_— —_—

Currency risk

1to iz
months
Uss

Currency risk is the risk that the value of financial instruments will fluctate due to changes in

foreign exchange mtes,

The functional currency of the Fund is the US dollar. The Fund holds assets and liabilities
denominated in Hong Kong dollar and Japanese Yen. The Fund is therefore exposed to eurrency
risk, as the vahe of the assets and liabilities denominated in other currencies will fluctuate doe to

changes in exchange rates,

The nominal currency denomination of the Fund's equity assets is determined by the currency of
the stock exchange on which the investment trades and henee is only partly a guide to the Fund's

Currency exposune,

The table below summarises the Fund's net exposure to eurrency other than the US dollar.,

Original currency HEs JPY
US% equivalent Uss Uss
As at 31 May 2019

Net monetary exposure 50,348 (1,258}
Net non-monetary exposire 1,989,539 46
As at 31 May zo18

Net monetary exposine 284,879 {1,858}
Wet non-monetary exposure 2,862,208 :

The Hong Kong dollar is currently pegged to the US dollar and the balance of Japanese Yen are

insignificant and as such the Fund is not exposed to significant currency risk.
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HAITONG AIZAWA CHINANUMBER ONE FUND, ASUB-TRUST OF FCTTRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
Financial risk management (Continued)

-

(=) Capital risk management

The capital of the Fund is represented by the net assets attnbutable to unitholders. The amount of
net assets attributable to unitholders can change significantly on a daily basis as the Fund is
subject to daily subscriptions and redemptions at the dwscretion of unitholders. The Fund's
ohjective when managing capital is to safeguard the Fund’s ability to continue a5 a going concern
in order to provide returns for unitholders and benefits for other stakeholders and to maintain a
strong capital base to support the development of the investment activities of the Fund.

In order to maintain or adjust the capital stracture, the Fund's policy is to perform the following:

- monitor the level of daily subscrptions and redemptions relative to the liguid assets; and
- redeem and issue units in accordance with the Trast Deed.

The Manager monitors capital on the basis of the value of net assets attributable to unitholders.
(h)  Fair value estimation

The fair value of financial assets traded in active markets {such as publicly traded dervatives and
trading securities} are based on quoted market prices at the close of trading on the vear end date.
The Fund utilises the last traded market price as the fair valuation input for financial assets,

An active market is a market in which transactions for the asset or linhility take place with
sufficient frequency and volime to provide pricing information on an ongoing basis.

The fair value of financial habilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the eurrent market interest rate that 1s available to the Fund for simlar
financial instruments.

HEFRS 13 requires the Fund to classify fair value measurements using a fair vahee hierarchy that
reflects the significance of the inputs used in making the measurements. The fair value hierarchy
has the following levels:

* Level 1 inputs are quoted prices {unadiusted) in active markets for identical assets or habilities
that the entity can access at the measurement date;

+ Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

The level in the fair value hierarchy within which the fair valoe measurement is categorised in its
entirety is determined on the basiz of the lowest level input that is significant to the fair value
measurement in its entirety. For this purpose, the significance of an input is assessed against the
fair value measurement in its entirety, If & fair valne measurement uses observahle inputs that
require significant adiustment based on unohservable inputs, that measurement is a level 3
measurement. Assessing the significance of a particular input to the fair value measurement in its
entirety requires jndgement, considering factors specific to the assat or liability,

-2 -

97/165



(h}

EDINETOOOO

O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

HAITONG AIZAWA CHINANUMBER ONE FUND, ASUB-TRUST OF FCTTRUST
{An open-ended unit trost established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS

Financial risk management (Continued)

Fair value estimation (Continued)

The determination of what constitutes “observable” requires significant judgement by the Fund.
The Fund considers chservable data to be that market data that is readily available, regularly
distributed or updated, reliable and verifiable, not propoetary, and provided by independent

sources that are actively involved in the relevant market.

The following table analyses within the fair value hierarchy the Fund's investments (by class)
measured at fair value as at 31 May 2019 and 31 May am8.

Total
Level 1 Level 2 Level 3 balance
USss USs USss Uss
As at 31 May 2019
Assets
Listed equity securities 1,959,545 - . 1,980,545
Currency forward contracts - 46 . 46
Total financial assets 1,989,545 46 - 1,984,55
Liabilities
Currency forward contracts - b - &
Total financial assets a: ' " fa
e I P I
As at 31 May z018
Assets
Listed equity securities 2,816,966 45,242 - 2,862,208
Total financial assets 2. 816,066 45,242 . 2,862,208

Investments whose values are based on quoted market prices in active markets, and therefore
elassified within level 1, include active listed equities. The Fund does not adjust the quoted price
for these instruments.

Fimancial instruments that trade in markets that are not considered to be active but are valued
bazed on quoted market prices, dealer quotations or alternative pricing sources supported by
abservable inputs are classified within level 2. As level 2 investments inchide positions that are
not traded in active markets and/or are subject to transfer restrictions, valuations mayv be
adjusted to reflect illiquidity and/or non-transferability, which are generally based on svailahle
market information.

Investments classified within level 3 have significant uncbservable inputs, as they trade
infrequently. As of 31 May 2019 and 31 May 2018, the Fund did not hold any investments
classified in level 3.
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trost established under the laws of the Cayman Islands)

NOTES TOTHE FINANCIAL STATEMENTS
3 Financial risk management (Continued)
(h) Fair value estimation (Continued)

The following table presents the transfers between levels for the vear ended 31 May 2019 and 31
May 2018,

Level 1 Level 2 Level 3
Uss USss Uss

For the vear ended 31 May 2019
Transfer between Level 1 and 2
Listed equity securities
Samsonite International 5.A. 45,242 {45,292)

For the vear ended 31 May 2018
Transfer between Level 1 and 2
Listed equity securities
Samsonite International 5. A {45,242} 45,242

The transfer between level 1 and level 2 during the year ended g1 May 2019 and 31 May 2018 was
an equity security, Samsonite International 5.A., which had been suspended for trading on 28
May 2018 and resumed trading on 1 June 2018,

Assets and liabilities inchided in the statement of financial position, except for financial assets and
liabilities at fair value through profit or loss, are carried at amortised cost; their carmving values
are a reasonable approximation of fair value.

4 Critical judgements

Functional currency

The Management considers the US dollar is the currency that most faithfully represents the
economic effect of the underlying transactions, events and conditions. The US dollar is the
eurrency in which the Fund measures its performance and reports its results, as well as the
eurreney in which it receives subseriptions for its investors,

5 Financial assets and financial liabilities at fair value through profit or loss

201G 2018
Uss Uss
Financial assets at fair value through profit or loss:
- Listed equity securities 1,989,595 2,862,208
- Currency forward contracts 46 -
Total financial assets at fair value through profit or
loss 1,589,501 2 8ha 208
Financial liabilities at fair value throngh profit or loss:
- Currency forward contracts [
Total financial liabilities at fair value through
profit or loss [ -
—_— —_—

- 29 -
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HAITONG ATZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST

{An open-ended unit trust established under the laws of the Cayman Islands)
NOTES TO THE FINANCIAL STATEMENTS

Financial assets and financial liahilities at fair value through profit or loss

(Continued)
2019
Uss
Changes in fair vahie on financal assets at fair value
through profit or loss:
- Reahised {261,973}
- Unrealised {353.832)
Net (loss)/gain on financial assets at fair value
through profit or loss {615.805)

As at 21 May 2019, the Fund invested in curreney forward contrcts as follows:

Sold amount in local Bought amount in local Settlerment Date
HKD 57,377 UsD 7,309 FJune 2019
IS0 7,300 JPY Soo.000 g.June 2004
Accruals and other payables
Note 2019
Uss
Aundit fee payable A48 400
Management fee payable of{a} 1,437
Trustee’s fee payable gieii} 1,600
Distributor and agent company fees payable gid) 1,258
Professional fees and disbursements payable 34400
Printing and advertising expenses payable 20,000
Other payables 15,574

122,660

Units in issue and net assets attributable to unitholders

2018
Uss

265460
295,136

560,605

Fair value
Uss

(6}

46

=018
Uss

48,400
2,123
1,600
1,858

27,173

20,000

13,101

114,255

The Fund's capital is represented by the redeemable units in the Fund, and shown as net assets
attributable to unitholders in the statement of financial position. The Fund has no restrictions on
the subscriptions and redemptions of units. Subscriptions and redemptions of units during the
year are shown in the statement of movements in net assets attributable to umtholders, In order
to achieve the investment objectives, the Fund endeavours to invest its capital in accordance with
the investment policies as outlined in Note 3, whilst maintaining sefficient liguidity to meet
redemption requests, Such liquidity is augmented by the holding of hiquid investments.
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HAITONG AIZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
Units in issne and net assets attributable to unitholders (Continued)
Units i i

The movement of number of units in issue during the year was as follows:

20019 2018

Number of Number of

units units
Units in issue at the beginning of the year 38,080 43.921
Subseription of units 30 235

Redemption of units {5,014} (6,066)
Units in igsue at the end of the year 33,086 38,080
Wet assots attributable to unitholders ISg2.047.675  USS3.143.580
Net assets attributable to unitholders per unit 846180 US$8z55

Taxation

The Fund is domiciled in the Cayman Islands. Under the current laws of the Cayvman Islands there
i no income, estate, corporation, capital gains or other taxes payable by the Fund. As a result, no
provision for taxes las been made in the finaneial statements,

Hong Kong
The Fund would only be exposed to Hong Kong profits tax if:

{i) it 15 not exempted under the Revenue (Profits Tax Exemption for Offshore Funds)
Ordinance 2006 (the “Ordinance”}; and

{ii} it is treated as carrving on 4 trade or business in Hong Kong either on its own account or
throwgh any person as an agent.

If the Fund is not exempt under the Ordinance and is treated as carrving on a trade or business in
Hong Kong, a liahility to profits tax, currently at the rate of 16.5% (2018: 16.5%), would arise in
respect of any profits which anse in or are derived from Hong Kong and which are not capital
profits or exempt profits. No accrual has been made for Hong Kong profits tax as the management

believes that no such tax exposure exists at the vear end.

- 25 -
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCTTRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
Taxation (Continued)

Ching

H-shares

The Fund invests in shares of companies in People’s Republic of China (“PRCT} listed on overseas
stock exchanges including the H-shares listed on the Hong Kong Stock Exchanga (“H-shares™).

Under the PRC Corporate Income Tax L, the Fund may be liable to pay PRC tax on the capital
gains realised in the trading of H-shares. However, no provision was made for taxation from sach
gains in the financial statements as the Manager believes that the Fund can sustain a position for
not filing a tax return based on the existing tax regulations and that the enforecment of China tax
on capital gains is not probable. Accordingly, as at 31 May 2019 and 31 May 2018, the Fund had
not made any provision for tax on capital gains on H-shares based on the above judgements made
by the Manager.

B-shares

The Fund invested in B-shares of Chinese companies listed in PRC (“B-shares”) for subscription
by foreign investors in previows yvears. Under current PRC tax laws, gains derived from the
transfer of shares of Chinese companies by non-residents should be subject to a withholding tax of
10%, unless exempt under relevant tax treaties. The State Administration of Taxation (“SAT") has
remained silent on the collection of withholding tax for capital gains and until further clarification
is issued hy the SAT, the Manager considers that there is significant uncertainty in respect of
whether the Fund has any liability and the extent of such liability with respect to taxes on capital
gains derived from the sale of Chinese B-shares, In making this assessment, the Manager has
considered (a} the current position of the SAT, (b) the absence of a withholding mechamism of the
relevant tax and (o} current market practice. Accordingly, as at 31 May 2019 and 31 May 2018, the
Fund had not made any provision for tax on capital gains on B-shares based on the above
Judgements made by the Manager. The Fund did not hold any investment in B-shares as at 31 May
2019 and 31 May 2018,

Withhelding tax

The Fund enrrently inenrs withholding tax imposed by certain eountries on dividend income. Such
imeome is recorded gross of withholding tax in the statement of profit or loss and comprehensive
income, Withholding tax is shown as a separate line item in the statement of profit or loss and
comprehensive ineome. For the year ended 31 May 2og, withholding tax charged on dividend
ineome earned amounted to U5%1,725 (2008: USS§4,867).

Related party transactions

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant inflnence over the other party in making financial or operational
decisions. Parties are also considered to be related if they are subject to common control or

common significant influence.

The following is a summary of transactions entered into during the year between the Fund and
related parties.
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCTTRUST
{An open-ended unit trost established under the laws of the Cayman Islands)

NOTES TOTHE FINANCIAL STATEMENTS
0 Related party transactions (Continued)
{a) Management fee

The Manager, FC Investment Ltd., 15 entitled to recerve a management fee of 0.10% per annum of
the net asset valoe of the Fund, calomlated at each valuation day and payable monthly in arrears.

The Investment Manager, Haitong International Asset Management Limited, is entitled to receive
a management fee of 0.70% per annum of the net asset value of the Fund. The management fee is

calenlated and acerned at each valuation day, and payable monthly in arrears.

For the year ended 31 May 2oug, the total mansgement fee amounted to US$18,988 (2018:
UIS§z25,523), with US$1.437 (2008: US$2,123) in outstanding scerned fees at the end of the year.

(b} Performance fee
The Investment Manager, Haitong International Asset Management Limited, is entitled to receive
a performance fee at a rate of 15% of the excess, between the current quarter's net asset value per
unit and the highest of any preceding quarter’s net asset value per unit, The performance fes is
accrued at each valuation day and payable quarterly in arrears,
For the vear ended 31 May 2019, there was no performance fee (2018: 1758nil).
(c) Fees to Trustes
{i) Trustee's fee
The Trustee, G.AS. (Cayman) Limited, 15 entitled to receive a fee not more than o.1a5%
per annum for the first US£40 million of the net asset vahie of the Fund, and o.1% per
anmum thereafter. The trustee’s fee is calculated st each valuation day and payable
monthly in arrears. The fee is subject to a minimum of US$1,600 per month.
For the vear ended 31 May 2019, the trustee’s fee to GAS. (Cayman} Limited amounted
to US$1g.200 (2008: US$ig200), with USSi6o0 (2018: US$1600) in oulstanding
aceried fees ot the end of the vear,

{ii) Valuation, transaction and registear’s fees

The Trustee, G.AS. (Cavman} Limited, is entitled to receive a registrar fee of US§z.500
Per AR,

The Trstee is entitled to receive valuation fees of US$60 for each daily valuation,

The Trustee is entitled to receive transacton fees of US$15 for each sabscription,
redemption or transfer of units, and US$5 for each distribution to each unitholder.

For the yvear ended g1 May 2019, the valuation, transaction and registrar's fees to G.AS.
(Cayman} Limited amounted to US$16,330 (2008: US$16,826), with US$,232 (a2mi:
US#1,292) in outstanding accrued fees at the end of the vear.

- a7 -
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HAITONG ATZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCT TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

NOTES TO THE FINANCIAL STATEMENTS
0] Related party transactions {Continued)
{e) Fees to Trustee {Continued )

(iii)  Safe custody and bank charges

Tha Trustee, G.AS. (Cayman) Limited, is entitled to receive safe custody fees at the
anmual rate of 0.03% of the monthly market value of the equities listed in Hong Kong and
at the annual rate of 0.09% of the monthly market value of the equities listed in Shanghai
and Shenzhen. The safe custody fees are ealealated on a monthly basis,

For the vear ended 31 May 2o1g, the safe eustody fees to GAS. (Cayman) Limited
amonited to US$1,565 (2018: US$z,226), with USS377 (2008: US$z201) in outstanding
acerued fees at the end of the vear,

{d} Distributor and agent company fees

The Distributor, Aizawas Securities Co., Ltd,, is enfitled to receive a distributor fee and agent
company fee at 0.50% and 0.20% per anouwm of the net asset vahie of the Fand respectively, which
are caleulated and accroed at each vahnion dav and pavable monthly in arrears.

The Distributor may also receive a subsenption charge of up to 3% (exchiding conswmption tax) of
the subscription price (mubscription money) of the units issued.

For the year ended 31 May 2019, total distributor and agent company fees amounted to US$16,615
(2018; US522.933), with US$1,258 (2018: 115%1,858) in ontstanding accrued fees due to Aizawa
Secunties Co., Ltd. at the end of the year.

(e} Bank account is opened with the custodian, Sumitomo Mitsul Trust (UK) Limited, a related
company of the Trstee, GAS. (Cayvman) Limited. As at 31 May 2019, nvestments of
175851,080,585 (2018; US$2 862.208) and cash balance of US$164,365 (2018: US$205,602) were
held by the custodian respectively.

(f) Margin accounts are opened with the brokers, Hailong International Securities Co. Ltd. and
Haitong Internationsl Futures Limited, the related companies of the Investment Manager,
Haitong Internstional Asset Management Limited, whereby the brokers agree to provide the
brokerage services in relation to exchange fubures contracts and eption contracts. The margin
accounts were terminated on 7 December 2008 and 7 May 2018 respectively. There were no
deposits placed with Haitong International Securities Co. Ltd. and Haitong International Futures
Limited respectively as at 31 May zo18.

z) Haitong International Securities Co. Ltd. and Haitong International Futures Limited, the related
companies of the Investment Manager, are the brokers to process the trading of futures contracts
and option contracts. The margin accounts were terminated on 7 December 2008 and 7 May 2m8
respectively, The Fund paid no commission to Haitong International Securities Co. Ltd or Haitong
International Futares Limited for the vear ended 31 May 2008,

10 Approval of financial statements

The financial statements were approved for issue by the Trustee and Manager on 25 November
2014,
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HAITONG AIZAWA CHINA NUMBER ONE FUND, A SUB-TRUST OF FC T TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

INVESTMENT PORTFOLIO (UNAUDITED)

AS AT 31 MAY 201y
% of
net
Holdings Fair value assets
Uss
Listed investments
Equity securities
Hong Kong
ALA Group Limited 231,000 197,184 9.63
ANTA Sports Products Limited 5000 30,508 1.49
Bank of China Limated H Shs 50,000 20,717 1.0
Betjing Enterprises Holdings Limited {000 10,135 1.47
China Construction Bank Corporation H Shs 176, 000 141,490 6.1
China Gas Holdings Limited 9,800 91,485 1.54
China Mengnin Dairy Company Limited 11,0000 40,179 1.96
China Merchants Bank Co., Limited H Shs 0,000 43,315 212
China Mobile Limited 7,500 65,451 3.20
China Resources Gas Group Limited 8,000 a8.2q8 1.87
China Resources Land Limited 18,000 71,205 353
China Vanke Co., Limited 13,1600 46,346 2.26
CK Hutchison Holdings Limited 2,000 18,882 0.92
CLP Holdings Limited 2 500 28 255 1.39
CNOOC Linmted 25,000 40,733 1.69
CEPC Pharmaceutical Group Limited 14,000 22,50 1.10
Hang Seng Bank Limited 2500 62,630 .06
Hong Kong Exchanges and Clearing Limited 2,200 69,952 342
HSEC Holdings Fle 20,800 160,849 .29
!ndlﬂstrial and Commercial Bank of China Limited 01,000 (4,970 317
Easn;:u Expressway Company Limited H Shs 0.4,000 73,413 1.673
Li Ning Company Limited 22,000 36,406 1.78
Link Real Estate Investment Trust 5,000 71,752 2.50
MTR Corporation Limited 5,500 33,623 164
Ping An Insurance (Group) Company of China, 13,000 143,530 7.0
Limited H Shs
Sands China Limited 13, CHO0 45,259 22
Shenzhou International Group Holdings Limited 2,000 23,573 115
Shenzhen International Holdings Limited 17,0080 29,866 146
Sunny Optical Technology (Groupy Company 2,000 17,046 .83
Limited
Techtronic Industries Company Limited 4,000 25 408 125

-2 -
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HAITONG AIZAWA CHINANUMBER ONE FUND, A SUB-TRUST OF FCT TRUST
{An open-ended unit trust established under the laws of the Cayman Islands)

INVESTMENT PORTFOLIO (UNAUDITED)

AS AT 31 MAY 2019
(Contimed)
% of
net
Holdings Fair value assets
Uss
Tencent Holdings Limited 4.700 195,342 0.54
The Hong Kong and China Gas Company Limited 20,000 A 150 2.25
TravelSky Technology Limited H Shs 12,000 24,845 141
WH Group Limited 20,000 27,003 1.32
Total listed investments 1,580,545 9716
Derivatives
Currency forward contracts
Foreign exchange contract - bought USD; sold 1 {6} 0.00
HED
Foreign exchange contract - bought JPY; sold 1 46 0,00
s
Total Derivatives ger 0.00
Total net investments 1,980,585 g7.16
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2019
2,081,765.32 224,664,113
163,461.41 17,640,755
1,918,303.91 207,023,358
31,949
60.04 6,480
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1)
2019 5,000
50,000 1,000
@)
2019

2019

34,892,963.29

5,019,407,967
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117,419,822
100,076,427
1,536,360
15,694,515

112,520

947,547

947,547

947,547

116,472,275
50,000,000
66,472,275
66,472,275

66,472,275

116,472,275

117,419,822

117,419,822
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2017 2018 31

19,419,975

3,822,002

15,597,973

8,166,090

7,431,883

843 843

24,182 24,182

7,408,544

7,408,544

7,408,544
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2017 2018 31

2017 50,000,000 59,063,731 59,063,731 | 109,063,731 | 109,063,731

7,408,544 7,408,544 7,408,544 7,408,544

7,408,544 7,408,544 7,408,544 7,408,544

2018 31 50,000,000 66,472,275 66,472,275 | 116,472,275 | 116,472,275
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FC Investment Ltd.
Balance sheet
As of August 31, 2018

(Unit: Yen)
ASSETS LIABILITIES
Current assets: 117,419,822 | Current liabilities: 947,547
Cash and deposits 100,076,427 Accounts payable 947,547
Accounts receivable 1,536,360 | Total liabilities 947,547
Operational investment securities 15,694,515 NET ASSETS
Other 112,520 | Shareholders” equity 116,472,275
Common stock 50,000,000
Retained earnings 66,472,275
Other retained earnings 66,472,275
Retained earnings brought forward 66,472,275
Total net assets 116,472,275
Total assets 117,419,822 | Total liabilities and net assets 117,419,822
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FC Investment Ltd.
Statement of income
From September 1, 2017 to August 31, 2018

(Unit: Yen)
Account Amount
Net sales 19,419,975
Cost of sales 3,822,002
Gross profit 15,597,973
Selling, general and administrative expenses 8,166,090
Operating income 7,431,883
Other income
Interest income 843 843
Other expenses
Foreign exchange loss 24,182 24,182
Ordinary income 7,408,544
Income before income taxes 7,408,544
Net income 7,408,544

116/165



FC INVESTMENT LTD.
Statements of changes in shareholder”s equity

From September 1, 2017 to August 31, 2018

EDINETOOOO

O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

(Unit: Yen)
Shareholders® equity
Retained earnings
Other
retained Total net
Common stock earnings Total Shareholders® assets
- retained equity
Retained -
earnings earnings
brought
forward
Balance at Septemberl 1, 2017 50,000,000 59,063,731 59,063,731 109,063,731 109,063,731
Changed amounts for this term
Net income for the year 7,408,544 7,408,544 7,408,544 7,408,544
Total changed anounts for this -| 7,408,544 | 7,208,544 | 7,408,544 | 7,408,544
Balance at August 31, 2018 50,000,000 66,472,275 66,472,275 116,472,275 116,472,275
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FC INVESTMENT LTD.
Notes to Financial Statements

Note to Significant accounting policies
Valuation standards and methods for securities
Operational investment securities
Non-marketable securities ...... Stated at cost based on the moving average method.

For investments in the investment enterprise limited Liability association and similar
associations (deemed to be securities pursuant to Article 2, Paragraph 2 to the Financial
Instruments and Exchange Law), the net amount corresponding to the ownership percentage is
used, based on the reporting date and other materials stipulated in the partnership contract.
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110,019,068
97,503,187
1,671,720
10,727,412

116,749

955,337

955,337

955,337

109,063,731
50,000,000
59,063,731
59,063,731

59,063,731

109,063,731

110,019,068

110,019,068
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2016 2017 31

20,612,081
4,134,397

16,477,684

10,119,049

6,358,635

390,914 390,914

30,508

340,802 371,310

6,378,239

6,378,239

6,378,239
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2016 2017 31

2016 50,000,000 52,685,492 52,685,492 | 102,685,492 | 102,685,492

6,378,239 6,378,239 6,378,239 6,378,239

6,378,239 6,378,239 6,378,239 6,378,239

2017 31 50,000,000 59,063,731 59,063,731 | 109,063,731 | 109,063,731
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FC Investment Ltd.
Balance sheet
As of August 31, 2017

(Unit: Yen)
ASSETS LIABILITIES
Current assets: 110,019,068 | Current liabilities: 955,337
Cash and deposits 97,503,187 Accounts payable 955,337
Accounts receivable 1,671,720 | Total liabilities 955,337
Operational investment securities 10,727,412 NET ASSETS
Other 116,749 | Shareholders” equity 109,063,731
Common stock 50,000,000
Retained earnings 59,063,731
Other retained earnings 59,063,731
Retained earnings brought forward 59,063,731
Total net assets 109,063,731
Total assets 110,019,068 | Total liabilities and net assets 110,019,068
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FC Investment Ltd.
Statement of income
From September 1, 2016 to August 31, 2017

(Unit: Yen)
Account Amount
Net sales 20,612,081
Cost of sales 4,134,397
Gross profit 16,477,684
Selling, general and administrative expenses 10,119,049
Operating income 6,358,635
Other income
Interest income 390,914 390,914
Other expenses
Foreign exchange loss 30,508
Miscellaneous loss 340,802 371,310
Ordinary income 6,378,239
Income before income taxes 6,378,239
Net income 6,378,239
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FC INVESTMENT LTD.
Statements of changes in shareholder”s equity
From September 1, 2016 to August 31, 2017

(Unit: Yen)
Shareholders” equity
Retained earnings
Other
retained Total net
Common stock earnings Total Shareholders® assets
- retained equity
Retained .
earnings earnings
brought
forward
Balance at Septemberl 1, 2016 50,000,000 52,685,492 52,685,492 102,685,492 102,685,492
Changed amounts for this term
Net income for the year 6,378,239 6,378,239 6,378,239 6,378,239
Igﬁn" changed amounts for this -| 6,378,239 | 6,378,239 | 6,378,239 | 6,378,239
Balance at August 31, 2017 50,000,000 59,063,731 59,063,731 109,063,731 109,063,731

125/165



EDINETOOOO
O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

FC INVESTMENT LTD.
Notes to Financial Statements

Note to Significant accounting policies
Valuation standards and methods for securities
Operational investment securities
Non-marketable securities ...... Stated at cost based on the moving average method.

For investments in the investment enterprise limited Liability association and similar
associations (deemed to be securities pursuant to Article 2, Paragraph 2 to the
Financial Instruments and Exchange Law), the net amount corresponding to the ownership
percentage is used, based on the reporting date and other materials stipulated in the
partnership contract.
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2019 28
95,345,805 960,624
81,921,971 960,624
1,303,841 960,624

11,846,725

273,268 94,385,181
50,000,000
44,385,181
44,385,181
44,385,181
94,385,181

95,345,805 95,345,805
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2018 2019 28

8,751,546

5,754,893

2,996,653

5,066,215

2,069,562

382 382

17,914 17,914

2,087,094

2,087,094

2,087,094
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G.A.S. (Cayman) Limited

531,915
2019 30

16

6,278

Haitong International Asset Management Limited

1,300
2019

18

1996

62,992,338

1995

1,784,806
2019

30

30

74
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1986
@
2019 80
@
G.A.S. (Cayman) Limited
Haitong International Asset Management Limited
SMT Fund Services (Ireland)
Limited

Sumitomo Mitsui Trust (UK) Limited
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FC Investment Ltd 2017 31
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INDEPENDENT AUDITOR®"S REPORT

The Board of Directors
FC Investment Ltd.:

We have audited the accompanying financial statements of FC Investment Ltd. which comprise
the balance sheets as of August 31, 2017, and income statements and the statements of
changes in shareholder®s equity for the year then ended, notes to financial statements,
and the annexed detailed statement thereof , all expressed in Japanese yen.

Management®s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in Japan, and for
such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error

Auditor®™s Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted
in Japan. 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 our 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, we consider
internal control relevant to the entity"s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, while the objective of the financial statement audit is 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 management, 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.
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Opinion

In our opinion, the financial statements and the annexed detailed statement thereof
present fairly, in all material respects, the financial position of FC Investment Ltd. as
at August 31 2017, and its financial performance for the years then ended in accordance
with accounting principles generally accepted in Japan.

Koa Audit Corporation

Tokyo, Japan
January 26, 2018
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Independent Auditor®s Report

To G.A.S. (Cayman) Limited solely in its capacity as trustee of Haitong Aizawa China Number
One Fund

Our opinion

In our opinion, the financial statements give a true and fair view of the financial position
of Haitong Aizawa China Number One Fund (a sub-trust of FC T Trust) (the Fund) as at 31 May
2019, and of its financial performance and its cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants.

What we have audited

The Fund"s financial statements comprise:

e the statement of financial position as at 31 May 2019;

e the statement of profit or loss and comprehensive income for the year then ended;

* the statement of movements in net assets attributable to unitholders for the year then
ended;

« the statement of cash flows for the year then ended; and

* the notes to the financial statements, which include a summary of significant accounting
policies.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants (HKSAs). 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Independence

We are independent of the Fund in accordance with the International Ethics Standards Board
for Accountants® Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled
our other ethical responsibilities in accordance with the IESBA Code.

Other Information

Management is responsible for the other information. The other information comprises the
Annual Report (but does not include the Fund®s financial statements and our auditor™s report
thereon).

Our opinion on the Fund"s financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.
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Independent Auditor®s Report (continued)

To G.A.S. (Cayman) Limited solely in its capacity as trustee of Haitong Aizawa China Number
One Fund

In connection with our audit of the Fund"s financial statements, our responsibility is to
read the other information identified above 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.

Responsibilities of management for the financial statements

Management is responsible for the preparation of the 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 management
determines 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, management is 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 management either intends to
liquidate the Fund or to cease operations, or has no realistic alternative but to do so.

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. 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.

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

e 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.
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Independent Auditor®s Report (continued)

To G.A.S. (Cayman) Limited solely in its capacity as trustee of Haitong Aizawa China Number
One Fund

e 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 management.

e Conclude on the appropriateness of management"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 those charged with governance 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.

Other Matter

This report, including the opinion, has been prepared for and only for G.A.S. (Cayman)
Limited solely in its capacity as trustee of the Fund in accordance with the terms of our
engagement letter and for no other purpose. We do not, in giving this opinion, accept or
assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

PricewaterhouseCoopers
25 November 2019
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INDEPENDENT AUDITOR®"S REPORT

The Board of Directors
FC Investment Ltd.:

We have audited the accompanying financial statements of FC Investment Ltd. which comprise
the balance sheets as of August 31, 2018, and income statements and the statements of
changes in shareholder®s equity for the year then ended, notes to financial statements,
and the annexed detailed statement thereof , all expressed in Japanese yen.

Management®s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in Japan, and for
such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error

Auditor®™s Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted
in Japan. 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 our 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, we consider
internal control relevant to the entity"s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, while the objective of the financial statement audit is 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 management, 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.
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Opinion

In our opinion, the financial statements and the annexed detailed statement thereof
present fairly, in all material respects, the financial position of FC Investment Ltd. as
at August 31 2018, and its financial performance for the years then ended in accordance
with accounting principles generally accepted in Japan.

Koa Audit Corporation

Tokyo, Japan
January 18, 2019
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