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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Net Assets in Liquidation

May 31, 2011

Notes US$
Assets
Cash and cash equivalents 4 481,975
Accounts receivable 378,571
Investments, at net realizable value (cost $2,030,535) 3 1,934,193
Total assets 2,794,739
Liabilities
Accrued liquidation expenses 45,826
Accounts payable and accrued expenses 5 35,685
Distribution fee payable 5 3,503
Investment management fee payable 5 4,003
Management fee payable 5 500
Withholding tax payable 10 2,917
Redemption payable 70,776
Total liabilities 163,210
Net assets in liquidation (calculated in accordance with US
GAAP) 2,631,529
Represented by:
Net assets (calculated in accordance with the offering memorandum) 2,677,355
Adjustment made in accordance with US GAAP (  45,826)
Net assets in liquidation (calculated in accordance with US GAAP) 2,631,529

Net asset value per unit calculated in accordance with offering memorandum
(based on 15,563 units outstanding) 172.03

Net asset value per unit calculated in accordance with US GAAP
(based on 15,563 units outstanding) 169.09

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Condensed Schedule of Investments in Liquidation

May 31, 2011
Percent of
Fair Value Net Assets
Investments in securities US$
Low strike price call option contracts:
People’s Republic of China
Basic Materials
Gansu Yasheng Ind A SHS WTS 11JAN21 146,020 5.55%
Shandong Hualu A SHS WTS 15FEB17 100,702 3.83%
Shenzhen Zhongjin Lingn-A WTS 12JUN19 126,425 4.80%
Zijin Mining Co Ltd A WTS 23APR18 165,150 6.28%
Consumer, Cyclical
Huafu Top Dyed Melange-A WT 8Dec20 94,442 3.59%
SAIC Motor Corp Ltd A SHS WTS 13JUL17 187,282 7.11%
Your-Mart Co Ltd A SHS WTS 11SEP20 132,120 5.02%
Energy
Yanzhou Coal Mining CWTS 7SEP17 186,847 7.10%
Industrial
Anhui Conch Cement A SHS WTS 100CT17 263,855 10.03%
China First Heavy Ind-D WTS 17NOV20 66,420 2.52%
Qiming Information-A WTS 30APR18 99,832 3.79%
Insurance
China Pacific Ins GR A WTS 19DEC17 136,520 5.19%
Ping An Insurance GR-A WTS 27FEB17 228,578 8.69%
Total People’s Republic of China (cost $2,030,535) 1,934,193 73.50%
Total low strike price call option contracts (cost $2,030,535) 1,934,193 73.50%
Total investment in securities (cost $2,030,535) 1,934,193 73.50%

The Series Trust will not invest, directly or indirectly, more than 10% of the NAV in the securities of a single
issuer.

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Operations

Year Ended May 31, 2011

Note USs$
Income:

Dividend income, net of withholding tax 32,194
Total income 32,194
Expenses:

Investment management fee 5 27,144

Distribution fee 5 23,751

Trustee fee 5 20,000

Management fee 5 3,393

Audit fee 41,540

Legal and professional fee 45,196

Administration fee 36,968

Securities expenses 1,827

Miscellaneous expenses 14,457

Withholding tax 665
Total expenses 214,941
Net investment expenses (182,747)
Loss on investments and foreign exchange transactions:

Net change in unrealized appreciation on investments 468,019
Net realized loss on investments ( 545,713)
Exchange losses ( 376)
Net loss on investments and foreign exchange transactions ( 78,070)
Net change in net assets resulting from operations ( 260,817)

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Changes in Net Assets in Liquidation

Year Ended May 31, 2011

Changes in net assets resulting from operations

Net investment expenses
Net change in unrealized appreciation on investments
Net realized loss on investments
Exchange losses

Net change in net assets resulting from operations

Capital transactions

Redemption of units

Net change in net assets resulting from capital transactions
Net change in net assets

Net assets at beginning of the year

Net assets in liquidation at end of year

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Cash Flows
Year Ended May 31, 2011

Note US$
Cash flows from operating activities
Net change in net assets resulting from operations ( 260,817)
Adjustments to reconcile net change in net assets resulting from
operations to net cash provided by operating activities:

Purchase of investments ( 5,395,227)
Proceeds from disposition of investments 6,633,356
Net change in unrealized appreciation on investments ( 468,019)
Net realized loss on investments 545,713
Increase in accounts receivables ( 377,121)
Increase in account payables and accrued expenses 54,852
Decrease in distribution fee payable ( 1,159)
Decrease in investment management fee payable ( 1,325)
Decrease in management fee payable ( 166)
Increase in redemption payable 70,776
Net cash provided by operating activities 800,863
Cash flows from financing activities
Payments on redemption of units ( 705,456)
Net cash used in financing activities ( 705,456)
Net change in cash 95,407
Cash and cash equivalents at beginning of the year 386,568
Cash and cash equivalents at end of the year 4 481,975

Supplemental disclosure of cash flow information
Cash received during the year for dividends 33,644

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

May 31, 201

1. Organization

Shenyin Wanguo-Aizawa China A-Share Fund No.2 (the “Series Trust”) is a series trust of Shenyin
Wanguo-Aizawa China A-Share Fund (the “Trust”), an open-ended umbrella unit trust constituted by a master
trust deed (the “Deed”) dated April 22, 2004, as supplemented by a supplemental trust deed dated August 3,
2004. The Trust is registered as a regulated mutual fund under the Cayman Islands Mutual Funds Law.
Unless terminated earlier pursuant to the Deed, the Trust will be terminated one hundred and fifty years after
the date of the Deed.

A separate portfolio or series trust can be created and established to which assets and liabilities attributable to
the relevant series trust will be applied. A separate class of units relating exclusively to each series trust will
be issued. Asat May 31, 2011, two other series trusts that have been created and established, namely, Shenyin
Wanguo-Aizawa China A-Share Fund No. 1 (liquidated on May 31, 2009) and Shenyin Wanguo-Aizawa
China A-Share Fund No.3.

The assets and liabilities of each series trust of the Trust are separate and distinct from the assets and liabilities
of the other series trust of the Trust. Although the Trust seeks to limit recourse with respect to the liabilities
attributable to each series trust to the assets attributable to such series trust, such limitations may be subject to
various legal, regulatory or other constraints and challenges. As such, it is possible that losses sustained by a
series trust in excess of the assets attributable to such series trust, as applicable, may be charged against
another series trust.

The Trust’s manager is FC Investment Ltd. (the “Manager”). The Manager is responsible under the Deed for
management of the investment and reinvestment of the assets of each series trust and for the issue and
redemption of units.

The Trust’s investment manager is Shenyin Wanguo Asset Management (Asia) Limited (the “Investment
Manager”), a wholly-owned subsidiary of Shenyin Wanguo (H.K.) Limited.

HSBC Trustee (Cayman) Limited (the “Trustee™) serves as the Trustee and custodian for the Trust.

The Series Trust commenced operations on August 3, 2004 with the investment objective to seek long-term
capital appreciation and income through investment in Chinese A shares listed on the Shanghai or Shenzhen
Stock Exchange in the People’s Republic of China. The Investment Manager will seek to achieve that
objective by investing in the low strike price options issued by Deutsche Bank AG, registered as a Qualified
Foreign Institutional Investors (QFII), in respect of Chinese A shares for the account of the Series Trust.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2
Notes to Financial Statements

May 31, 201

1. Organization (continued)

The Series Trust may terminate on the earlier of (i) May 31, 2015 or (ii) if on any date, the net asset value is

less than US$5,000,000 or the net asset value per unit is equal to or more than US$150. As of May 31, 2011,
the net assets value of the Series Trust was less than US$5,000,000. On May 27, 2011, in accordance with
Clause 1(1) of Master Trust Deed dated 22 April 2004 as Supplemented by a Supplemental Trust Deed dated 3
August 2004 and the Deed of Amendment of Supplemental Trust Deed dated 31 October 2005, the Directors

resolved to terminate the Series Trust effective June 30, 2011. As a result, the Series Trust has changed its

basis of accounting from going concern basis to liquidation basis for the year ended May 31, 2011.

Accordingly, the remaining assets and liabilities as of May 31, 2011 are presented at estimated realizable and

settlement values, respectively.

2. Significant Accounting Policies

Basis of Preparation

The Series Trust’s financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America and are stated in United States Dollars. They are prepared under the
liguidation basis where the Series Trust’s assets have been written down to their estimated net recoverable
amount. Under this basis of accounting, assets are valued at their estimated realizable values and all liabilities
are presented at their estimated settlement amounts.

The application of the liquidation basis of accounting requires management to make significant estimates and
judgments. These estimates are imprecise and subject to change, among other things, the estimates may be
based on assumption about future conditions, transactions, or events whose outcome is uncertain. It is likely
therefore, that the actual outcome and settlement of assets and liabilities through completion of the plan of
liquidation will differ from management’s initial estimates and those differences may be significant.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

May 31, 201

2. Significant Accounting Policies (continued)

The following is a summary of the significant accounting and reporting policies used in preparing the financial
statements.

Cash and Cash Equivalents
Cash and cash equivalents include amounts due from banks on demand.

Investment Transactions and Valuation

The options contracts, with strike price of US$0.000001, are essentially options contracts with zero strike prices
that are settled by cash and could be sold at any time. Such options contracts have the same fair values as the
market prices of their underlying equity securities.

Investment transactions are accounted for on a trade date basis. Options contracts are valued at mark-to-market
or fair value basis by reference to the last traded prices of their underlying equity securities on the valuation
date. Market values are determined by using quoted market values when available.

Realized gains and losses resulting from sale of investments are calculated on an average cost basis and are
reflected in the statement of operations. Unrealized appreciation or depreciation on investments is included in
the net asset value at the date of the statement of assets and liabilities and changes in unrealized appreciation or
depreciation on investments are included in the statement of operations.

Fair Value of Financial Instruments

The fair value of the Fund’s assets and liabilities which qualify as financial instruments under Financial
Accounting Standard Board (FASB) Accounting Standards Codification (“ASC 825”), “Financial Instruments”,
formerly FAS No. 107, “Disclosures about Fair Value of Financial Instruments,” approximates the carrying
amounts presented in the financial statements.

Amounts Due from/to a Broker
Amounts due from/to a broker is carried at cost which is the net recoverable amount and also approximates the
fair value of the consideration to be received/paid in the future for investments sold/purchased.

Redemptions Payable
Redemptions payable include amounts payable for capital transactions that have not been settled at the date of
the financial statements.

Interest and Dividends Income

Interest is recorded on the accrual basis taking into account the principal outstanding and the effective interest
rate applicable and dividends are recorded on the ex-dividend date.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

May 31, 201

2. Significant Accounting Policies (continued)

Foreign Currency Translation

Assets and liabilities denominated in foreign currencies are translated at the rates of exchange prevailing at the
date of the financial statements. Transactions in foreign currencies are translated at the rates of exchange
prevailing at the time of the transaction. Exchange gains or losses are included in the statement of operations.

The Series Trust does not isolate that portion of gains and losses on investments which is due to changes in
foreign exchange rates from that which is due to changes in market prices of the investments. Such fluctuations
are included with the net realized and unrealized gains and losses from investments.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from those estimates
and the difference could be material.

Accounting and Regulatory Development
The FASB issued “Presentation of Comprehensive Income (update No. 2011-05). This update provides
amendments to topic 220 that requires new disclosures.

The amendment provides an entity the option to present the total of comprehensive income, the components of
net income, and the components of other comprehensive income either in a single continuous statement of
comprehensive income or in two separate but consecutive statements. In both choices, an entity is required to
present each component of net income along with total net income, each component of other comprehensive
income along with a total for other comprehensive income, and a total amount for comprehensive income. In a
single continuous statement, the entity is required to present the components of net income and total net
income, the components of other comprehensive income and a total for other comprehensive income, along
with the total of comprehensive income in that statement. In the two-statement approach, an entity is required
to present components of net income and total net income in the statement of net income. The statement of
other comprehensive income should immediately follow the statement of net income and include the
components of other comprehensive income and a total for other comprehensive income, along with a total for
comprehensive income.

Regardless of whether an entity chooses to present comprehensive income in a single continuous statement or
in two separate but consecutive statements, the entity is required to present on the face of the financial
statements reclassification adjustments for items that are reclassified from other comprehensive income to net
income in the statement(s) where the components of net income and the components of other comprehensive
income are presented.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2
Notes to Financial Statements

May 31, 201

2. Significant Accounting Policies (continued)

Accounting and Regulatory Development (continued)

The amendments in this Update do not change the items that must be reported in other comprehensive income
or when an item of other comprehensive income must be reclassified to net income. The amendments do not
change the option for an entity to present components of other comprehensive income either net of related tax
effects or before related tax effects, with one amount shown for the aggregate income tax expense or benefit
related to the total of other comprehensive income items. In both cases, the tax effect for each component must
be disclosed in the notes to the financial statements or presented in the statement in which other comprehensive
income is presented. The amendments do not affect how earnings per share is calculated or presented.

The FASB issued “Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements”
(update No. 2011-04). This update provides amendments to topic 820 that requires new disclosures as follows:

The amendments in this Update result in common fair value measurement and disclosure requirements in U.S.
GAAP and IFRSs. Consequently, the amendments change the wording used to describe many of the
requirements in U.S. GAAP for measuring fair value and for disclosing information about fair value
measurements. For many of the requirements, the amendments in this Update are not intended to result in a
change in the application of the requirements in Topic 820.

Some of the amendments clarify the application of existing fair value measurement requirements. Other
amendments change a particular principle or requirement for measuring fair value or for disclosing information
about fair value measurements. Management is currently considering the impact of amendments on financial
statements.

Related Parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party,
or exercise significant influence over the party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common significant influence. Related parties
may be individuals or corporate entities.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

May 31, 201

3. Fair Value Measurement

FASB ASC Topic 820, “Fair Value Measurement and Disclosures”, defines fair value as the price that would
be received to sell an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly transaction between
market participants at the measurement date. In the determining fair value, the Series Trust uses various
valuation approaches. In accordance with FASB ASC Topic 820 it establishes a three-tier hierarchy to
distinguish between (1) inputs that reflect the assumptions market participants would use in pricing an asset or
liability developed based on market data obtained from sources independent of the reporting entity (observable
inputs) and (2) inputs that reflect the reporting entity’s own assumptions about the assumptions market
participants would use in pricing an asset or liability developed based on the best information available in the
circumstance (unobservable inputs) and to establish classification of fair value measurements for disclosure
purposes. Various inputs are used in determining the value of the Series Trust’s investments. The inputs are
summarized in the three broad levels listed below:

Level 1 — quoted prices in active markets for identical investments

Level 2 — other significant observable inputs (including quoted prices for similar investments, interest rates,
prepayment speeds, credit risk, net asset value of investment in funds, etc.)

Level 3 - significant unobservable inputs (including the Series Trust’s own assumptions in determining the fair
value of investments, net asset value of investment in funds).

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy.
In such cases, an investment’s level within the fair value hierarchy is based on the lowest level of input that is
significant to the fair value measurement. The Series Trust’s assessment of the significance of a particular
input to the fair value measurement in its entirety requires judgment, and considers factors specific to the
investment.

The following table summarizes the valuation of the Series Trust’s investments by the above ASC820 fair value
hierarchy levels as of May 31, 2011:

US$
Level | -
Level 11 1,934,193
Level 111 -
Total investments 1,934,193

Following the change in basis of preparation from going concern basis to liquidation basis, the Series Trust’s
investments are carried at net realizable value which approximates its fair value as of 31 May 2011.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2
Notes to Financial Statements (continued)

May 31, 201

4. Cash and cash equivalents

us$
Cash at bank 481,975

The cash at bank totaling US$481,975 included deposits in the amounts of US$480,367 and US$1,608 under a
bulk account with Brown Brothers Harriman Co. NY and Euroclear Bank Brussels, respectively. No cash was
pledged as at May 31, 2011.

5. Fees

Management fee
The Manager is entitled to receive a management fee, payable quarterly in arrears, at a rate of 0.1% per annum
of the net asset value accrued and calculated on each valuation day.

For the year ended May 31, 2011, management fee amounted to US$3,393, of which US$500 remained payable
to the Manager as at the year end.

Investment management fee
The Investment Manager is entitled to receive an investment management fee, payable quarterly in arrears, at a
rate of 0.8% per annum of the net asset value calculated and accrued on each valuation day.

For the year ended May 31, 2011, investment management fee amounted to US$27,144, of which US$4,003
remained payable to the Investment Manager as at the year end.

Performance fee

The Investment Manager is also entitled to receive a performance fee calculated and payable in arrears at the
end of each calendar quarter. The performance fee for any calendar quarter (the “Relevant Quarter”) shall be
an amount equal to 10% of the amount by which the net asset value per unit at the end of the Relevant Quarter
exceeds the highest of the net asset value per unit as at the end of any of the preceding calendar quarters, or the
initial issue price of US$100 per unit if it is higher, multiplied by the average number of units in issue during
the Relevant Quarter. No performance fee expense was incurred for the year ended May 31, 2011.

As at May 31, 2011, the net asset value per unit did not exceed high water mark. Therefore, no performance
fee was accrued to the Investment Manager as of that date.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2
Notes to Financial Statements (continued)

May 31, 201

5. Fees (continued)

Trustee fee

The Trustee is entitled to receive a trustee fee, payable monthly in arrears, at a rate of up to 0.1% per annum of
the net asset value or minimum of US$20,000 per annum accrued and calculated on each valuation day. In
addition, the Trustee is entitled to receive transaction fees, administrative fees and any out-of-pocket
disbursement at rates as agreed with the Manager.

As at May 31, 2011, trustee fee and transaction fees amounted to US$20,000, of which US$2,657 remained
payable to the Trustee as at the year end.

Distribution fee

Aizawa Securities Co., Ltd. serves as the distributor (the “Distributor”) of the units of the Series Trust for
which it is entitled to receive a distribution fee, payable quarterly in arrears, at a rate of 0.5% per annum of the
net asset value accrued and calculated on each valuation day.

The Distributor is also entitled to receive out of the assets of the Series Trust in its capacity as the agent
membercompany of the Series Trust a fee, payable quarterly in arrears, at a rate of 0.2% per annum of the net
asset value accrued and calculated on each valuation day.

As at May 31, 2011, distribution fee and agent member fee amounted to US$23,751, of which US$3,503 were
payable to the Distributor.

6. Units

The unitholders have the right to redeem their units daily at the Series Trust’s net asset value as of the
redemption day, plus or minus adjustments for differences, if any, between the announced value of those
investments of the Series Trust as at such redemption day that are being realized to fund the relevant
redemption and their subsequent realized value (less a redemption fee of 0.5% of such net asset value), by
providing redemption notice to the service provider, HSBC International Trustee Limited, on the relevant
redemption day or such earlier or later day instructed by the Manager in respect of specific redemptions.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements (continued)

May 31, 201

6. Units (continued)

Capital transactions for the year ended May 31, 2011 were as follows:

The Series Trust
Units outstanding at beginning of year 19,332
Units redeemed (3,769)
Units outstanding at end of year 15,563

7. Financial Instruments with Off-Balance Sheet Risk and Concentration of Credit Risk

At May 31, 2011, the Series Trust had all its individual counterparty credit risk with Deutsche Bank AG
London, as the issuer of the low strike price option contracts. Deutsche Bank AG, London Branch is a
financial institution located in the United Kingdom. The maximum amount of loss due to credit risk the Series

Trust would incur if the counterparty to the contracts failed to perform according to the terms of the contracts

would be its entire investment in the contracts. In addition, all cash and cash equivalents are held with a single

financial institution in the United States of America. The Manager continuously monitors the credit standing

of its broker and other counterparties and does not expect any material losses as a result of these

concentrations.

8. Indemnification

The Series Trust enters into contracts that contain a variety of indemnifications. The Series Trust’s maximum
exposure under these arrangements is unknown. However, the Series Trust has not had prior claims or losses
pursuant to these contracts and expects the risk of loss to be remote.

9. Derivative Financial Instruments

In the normal course of business, the Series Trust enters into transactions involving derivative financial
instruments in connection with its investing activities, including option contracts. These instruments are
subject to various risks similar to non-derivative instruments, including market, credit, liquidity, and
operational risks. The Manager manages these risks on an aggregate basis along with the risks associated with
the Series Trust’s investing activities as part of its overall risk management policies, and as such the Series
Trust does not distinguish derivative profit or loss from any other category of investments for income
presentation purposes.

The aggregate fair values of low strike price call options purchased are included as separate components in the
condensed schedule of investments.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2
Notes to Financial Statements (continued)

May 31, 201

9. Derivative Financial Instruments (continued)

The following table summarizes the realized and change in unrealized gains and losses on derivatives
recognized in income for the year ended May 31, 2011:

Realized loss on derivatives recognized in income

Us$
Derivatives not designated as hedging instruments
Option contracts (545,713)
Total realized loss on derivatives recognized in income (545,713)
Change in unrealized appreciation on derivatives recognized in
income

uUs$
Derivatives not designated as hedging instruments
Option contracts 468,019
Total change in unrealized appreciation on derivatives
recognized in income 468,019

The following provides further details on the net realiasable value which also approximates the fair value of
derivatives on the statement of net assets in liquidation as at May 31, 2011:

Us$
Option contracts 1,934,193

The following table provides details on the total notional volumes traded derivative for the year ended May 31,
2011:

Purchase Sales
US$ US$
Option contracts $5,395,227 $6,633,356

As at May 31,2011, 13 share options remain outstanding.
10. Taxation

The Series Trust has received undertaking from the Governor in Cabinet of the Cayman Islands that, in the
event of any legislation enacted in the Cayman Islands imposing tax computed on profits or income, or
computed on capital assets, gains or appreciation or any tax in the nature of estate duty or inheritance tax, no
tax shall be applicable to the Series Trust or to any of their operations, for a period of fifty years from May 25,
2004, the date of creation of the Trust.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements (continued)

May 31, 201

10. Taxation (continued)

Based on Circular 47 which was issued on 23 January 2009 by PRC tax authority, dividend and interest
income derived by QFII is subject to PRC withholding tax payable by the QFII License Holder which are
attributable to the assets transacted by the QFII on behalf of the Trust at a rate of 10% except if a tax treaty
provides for different tax treatments. As the Series Trust is utilizing the QFII licenses of Deutsche Bank AG
London for the investment in China A shares, thus, the tax treaties with PRC should apply. Under those tax
treaties, dividend and interest income shall be subject to withholding tax at 10%.

The Manager understands that capital gains from investment in China A shares are technically subject to 10%
withholding tax. However, the Chinese tax authority has not enforced the collection of the tax. Currently,
there is no clear guidance from the State Administration of Taxation when and if the capital gains tax arising
from investing in China A shares will be collected. Given the unclear PRC tax regime for the capital gains
derived by QFII and the assessment of potential negative tax impact on trading A shares through low strike
options issued by the QFII provider, 10% of the capital gain on the secured gain on the realization of low
strike option is either withheld by the QFII provider or provided as provision for the possible exposure in this
regard. At the balance sheet date, a provision of withholding tax of US$2,917 has been made and is included
in the net realized gain on investment in the statement of operations.

The above mentioned potential tax exposure only relates to disposal of an investment where a capital gain is
realized. Accordingly no provision for withholding tax relating to unrealized gains amounting to US$10,544
has been provided at the balance sheet date.

11. Distributions

The Series Trust will not make distributions but will instead reinvest all of the Series Trust’s net income and
realized capital gains.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2
Notes to Financial Statements (continued)

May 31, 201

12. Financial Highlights

The following represents the operating performance, ratios to average net assets in liquidation and other
information for the year ended May 31, 2011

The Series Trust
US$

Per unit operating performance
Beginning net asset value 186.11
Change in net assets resulting from operations:

Net investment expense (10.33)

Net loss on investments and foreign currency transactions (6.69)
Net change in net assets resulting from operations (169.09)
Ending net asset value -
Total return prior to performance fee (9.15%)
Performance fee (0.00%)
Total return after performance fee (9.15%)
Ratios to average net assets:

Expenses other than performance fee 6.49%

Performance fee 0.00%
Total expenses 6.49%
Net investment expense (5.52%)

The above per share operating performance, total return and ratios to average net assets in liquidation are
calculated for the Series Trust taken as a whole. An individual investor’s per share operating performance,
total return and ratios to average net assets in liquidation may vary from these amounts and ratios based on the
timing and amount of capital transactions.

13. Subsequent Events

Following the Series Trust’s termination on June 30, 2011, all investments were redeemed. Investment
redemption proceeds receivable and subscriptions payable were settled on July 6, 2011 and July 11, 2011
respectively.

Management has evaluated the possibility of subsequent events existing in the Series Trust’s financial
statements through November 7, 2011, the date the financial statements were available to be issued.
Management has determined that there are no material events that would require disclosure in the Series Trust’
s financial statements other than those listed above.
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3,597,802 275,772
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(1,494,947) (114,588)
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871,402 66,793

3 386,568 29,630

29,733 2,279
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Assets and Liabilities

Assets

Cash and cash equivalents

Dividends receivable

Investments, at fair value (cost $3,814,378)
Total assets

Liabilities

Accounts payable and accrued expenses
Distribution fee payable

Investment management fee payable
Management fee payable

Withholding tax payable

Total liabilities

May 31, 2010

Notes

[Co R S S

Net assets (calculated in accordance with US GAAP)

Represented by:

Net assets (calculated in accordance with the offering memorandum)

Adjustment made in accordance with US GAAP

Net assets (calculated in accordance with US GAAP)

Net asset value per unit calculated in accordance with US GAAP

(based on 19,332 units outstanding)

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Condensed Schedule of Investments

May 31, 2010
Percent of
Fair Value Net Assets
Investments in securities US$
Low strike price call option contracts:
People’s Republic of China
Airlines 227,952 6.33%
Banks
- CHINA MERCHANTS A SHS WTS 12JUN2018 342,981 9.53%
- Others 128,250 3.57%
Coal
- YANZHOU COAL MINING CWTS 7SEP2017 241,655 6.72%
- CHINA SHENHUA WTS 28SEP2017 215,140 5.98%
- Others 131,706 3.66%
Construction & Material 164,000 4.56%
Diversified Financial & Securities 95,700 2.66%
Electrical component & Equipment 95,053 2.64%
Entertainment
- SHENZHEN O/S CHINESE-A WTS 19APR2019 198,220 5.51%
Home Furnishings
- GREE ELEC APPLIANCES-A WTS 13JUL2017 246,080 6.84%
Life Insurance
- PING AN INSURANCE GR-A WTS 27FEB2017 279,006 7.75%
Iron/Steel 143,760 4.00%
Media 147,940 4.11%
Miscellaneous Manufacturing 175,900 4.89%
Real Estate
- FINANCIAL STREET HLDG A WTS 4DEC2017 204,680 5.69%
Telecommunications
- ZTE CORP A SHS CALL WTS 3APR2018 211,993 5.89%
Total People’s Republic of China (cost $3,814,378) 3,250,016 90.33%
Total low strike price call option contracts (cost 3,250,016 90.33%
$3,814,378)
Total investment in securities (cost $3,814,378) 3,250,016 90.33%

The Series Trust will not invest, directly or indirectly, more than 10% of the NAV in the securities of a single
issuer.

The accompanying notes are an integral part of these financial statements.

116/190



EDINETOOOO
O0O00DO00OoDOo0ooDOogOono(ELs99)
Ooooooooooooooooooad

Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Operations

Year Ended May 31, 2010

Note US$
Income:

Dividend income, net withholding tax 24,595
Total income 24,595
Expenses:

Investment management fee 4 42,985

Distribution fee 4 37,612

Trustee fee 4 20,000

Management fee 4 5,373

Audit fee 22,983

Legal and professional fee 27,409

Administration fee 8,203

Securities expenses 1,890

Miscellaneous expenses 16,021

Withholding tax 2,917
Total expenses 185,393
Net investment expense (160,798)
Loss on investments and foreign exchange transactions:

Net change in unrealized depreciation on investments (679,798)

Net realized gain on investments 181,599

Exchange losses (14)
Net loss on investments and foreign exchange transactions (498,213)
Net change in net assets resulting from operations (659,011)

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Changes in Net Assets

Year Ended May 31, 2010

Changes in net assets resulting from operations

Net investment expense

Net change in unrealized depreciation on investments
Net realized gain on investments

Exchange losses

Net change in net assets resulting from operations

Capital transactions

Redemption of units

Net change in net assets resulting from capital transactions
Net change in net assets

Net assets at beginning of year

Net assets at end of year

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Statement of Cash Flows

Year Ended May 31, 2010

Note uUS$
Cash flows from operating activities
Net change in net assets resulting from operations (659,011)
Adjustments to reconcile net change in net assets resulting from
operations to net cash provided by operating activities:

Purchase of investments (9,110,100)
Proceeds from disposition of investments 10,283,450
Net change in unrealized depreciation on investments 679,798
Net realized gain on investments (181,599)
Decrease in dividends receivable 5,138
Decrease in account payables and accrued expenses (8,487)
Decrease in distribution fee payable (1,993)
Increase in withholding tax payable 2,917
Net cash provided by operating activities 1,010,113
Cash flows from financing activities
Payments on redemption of units (1,494,947)
Net cash used in financing activities (1,494,947)
Net change in cash (484,834)
Cash and cash equivalents at beginning of the year 871,402
Cash and cash equivalents at end of the year 3 386,568

Supplemental disclosure of cash flow information
Cash received during the year for dividends 29,733

The accompanying notes are an integral part of these financial statements.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

May 31, 2010

1. Organization

Shenyin Wanguo-Aizawa China A-Share Fund No.2 (the “Series Trust”) is a series trust of Shenyin
Wanguo-Aizawa China A-Share Fund (the “Trust™), an open-ended umbrella unit trust constituted by a master
trust deed (the “Deed”) dated April 22, 2004, as supplemented by a supplemental trust deed dated August 3,
2004. The Trust is registered as a regulated mutual fund under the Cayman Islands Mutual Funds Law.

Unless terminated earlier pursuant to the Deed, the Trust will be terminated one hundred and fifty years after
the date of the Deed.

A separate portfolio or series trust can be created and established to which assets and liabilities attributable to
the relevant series trust will be applied. A separate class of units relating exclusively to each series trust will
be issued. As at May 31, 2010, two series trusts have been created and established, namely, Shenyin
Wanguo-Aizawa China A-Share Fund No. 1 (liquidated on May 31, 2009) and Shenyin Wanguo-Aizawa
China A-Share Fund No.3.

The assets and liabilities of each series trust of the Trust are separated and distinct from the assets and
liabilities of the other series trust of the Trust. A general creditor of a particular series trust would not be
entitled to a recovery of the assets of the other series trust of the Trust to satisfy its claim in the event that the
assets of that particular series trust were not sufficient.

The Trust’s manager is FC Investment Ltd. (the “Manager”). The Manager is responsible under the Deed for
management of the investment and reinvestment of the assets of each series trust and for the issue and
redemption of units.

The Trust’s investment manager is Shenyin Wanguo Asset Management (Asia) Limited (the “Investment
Manager”), a wholly-owned subsidiary of Shenyin Wanguo (H.K.) Limited.

HSBC Trustee (Cayman) Limited (the “Trustee”) serves as the Trustee and custodian for the Trust.

The Series Trust commenced operations on August 3, 2004 with the investment objective to seek long-term
capital appreciation and income through investment in Chinese A shares listed on the Shanghai or Shenzhen
Stock Exchange in the People’s Republic of China. The Investment Manager will seek to achieve that
objective by investing in the low strike price options issued by Deutsche Bank AG, registered as a Qualified
Foreign Institutional Investors or QFII, in respect of Chinese A shares for the account of the Series Trust.

The Series Trust may terminate on the earlier of (i) May 31, 2015 or (ii) if on any date, the net asset value is

less than US$5,000,000 or the net asset value per unit is equal to or more than US$150. As at May 31, 2010,
the Manager has no intention to terminate the Series Trust.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

2. Significant Accounting Policies

Basis of Preparation
The Series Trust’s financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America and are stated in United States Dollars.

The following is a summary of the significant accounting and reporting policies used in preparing the financial
statements.

Cash and Cash Equivalents
Cash and cash equivalents include amounts due from banks on demand.

Investment Transactions and Valuation

The options contracts, with strike price of US$0.000001, are essentially options contracts with zero strike prices
that are settled by cash and could be sold at any time. Such options contracts have the same fair values as the
market prices of their underlying equity securities.

Investment transactions are accounted for on a trade date basis. Options contracts are valued at mark-to-market
or fair value basis by reference to the last traded prices of their underlying equity securities on the valuation
date. Market values are determined by using quoted market values when available.

Realized gains and losses resulting from sale of investments are calculated on an average cost basis and are
reflected in the statement of operations. Unrealized appreciation or depreciation on investments is included in
the net asset value at the date of the statement of assets and liabilities and changes in unrealized appreciation or
depreciation on investments are included in the statement of operations.

Fair Value of Financial Instruments

The fair value of the Fund’s assets and liabilities which qualify as financial instruments under FASB
Accounting Standards Codification (“ASC 825”), "Financial Instruments”, formerly FAS No. 107, “Disclosures
about Fair Value of Financial Instruments,” approximates the carrying amounts presented in the financial
statements

Amounts Due from/to a Broker
Amounts due from/to a broker is carried at cost which is the fair value of the consideration to be received/paid
in the future for investments sold/purchased.

Redemptions Payable
Redemptions payable include amounts payable for capital transactions that have not been settled at the date of
the financial statements.

Interest and Dividends Income

Interest is recorded on the accrual basis taking into account the principal outstanding and the effective interest
rate applicable and dividends are recorded on the ex-dividend date.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

2. Significant Accounting Policies (continued)

Foreign Currency Translation

Assets and liabilities denominated in foreign currencies are translated at the rates of exchange prevailing at the
date of the financial statements. Transactions in foreign currencies are translated at the rates of exchange
prevailing at the time of the transaction. Exchange gains or losses are included in the statement of operations.

The Series Trust does not isolate that portion of gains and losses on investments which is due to changes in
foreign exchange rates from that which is due to changes in market prices of the investments. Such fluctuations
are included with the net realized and unrealized gains and losses from investments.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from those estimates
and the difference could be material.

Accounting and Regulatory Development
In January 2010, the FASB issued ASU 2010-06 “Fair Value Measurements and Disclosures™. This update
provides amendments to Subtopic 820-10 that requires new disclosures as follows:

1. Transfers in and out of Levels 1 and 2. A reporting entity should disclose separately the amounts of
significant transfers in and out of Level 1 and Level 2 fair value measurements and describe the reasons
for the transfers.

2. Activity in Level 3 fair value measurements. In the reconciliation for fair value measurements using
significant unobservable inputs (Level 3), a reporting entity should present separately information about
purchases, sales, issuances, and settlements (that is, on a gross basis rather than as one net number).

This Update provides amendments to Subtopic 820-10 that clarifies existing disclosures as follows:

1. Level of disaggregation. A reporting entity should provide fair value measurement disclosures for each
class of assets and liabilities. A class is often a subset of assets or liabilities within a line item in the
statement of financial position. A reporting entity needs to use judgment in determining the appropriate
classes of assets and liabilities.

2. Disclosures about inputs and valuation techniques. A reporting entity should provide disclosures about the
valuation techniques and inputs used to measure fair value for both recurring and nonrecurring fair value
measurements. Those disclosures are required for fair value measurements that fall in either Level 2 or
Level 3.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

2. Significant Accounting Policies (continued)

Accounting and Regulatory Development (continued)

This Update also includes conforming amendments to the guidance on employers’ disclosures about
postretirement benefit plan assets (Subtopic 715-20). The conforming amendments to Subtopic 715-20 change
the terminology from major categories of assets to classes of assets and provide a cross reference to the
guidance in Subtopic 820-10 on how to determine appropriate classes to present fair value disclosures. The
new disclosure and clarifications of existing disclosure are effective for interim and fiscal year beginning after
December 15, 2009 except for the disclosure about purchase, sales, issuances, and settlements in the roll
forward of activity in Level 3 fair value measurements. Those disclosures are effective for fiscal year
beginning after December 15, 2010, and for interim periods within those fiscal years. Although, the Series
Trust is currently evaluating the impact on the application of ASU 2010-06, adoption is not expected to have a
material impact on the Series Trust’s financial statements.

In May 2009, the FASB issued FASB ASC 855, “Subsequent Events”, formerly SFAS No. 165, “Subsequent
Events” to establish general standards of accounting for and disclosure of subsequent events. FASB ASC 855
renames the two types of subsequent events as recognized subsequent events or non-recognized subsequent events
and to modify the definition of the evaluation period for subsequent events as events or transactions that occur
after the balance sheet date, but before the financial statements are issued. This will require entities to disclose the
date, through which an entity has evaluated subsequent events and the basis for that date (the date on which the
financial statements are available to be issued for private companies). FASB ASC 855 is effective for interim or
annual financial periods ending after June 15, 2009. The Series Trust adopted FASB ASC 855 on May 31, 2010.

The adoption of FASB ASC 855 did not have a significant impact on the Series Trust's financial statement
disclosures (see Note 12 - Subsequent Events).

On May 31, 2010, the Series Trust adopted Statement of Financial Accounting Standards No. 168, The FASB
Accounting Standards Codification TM and The Hierarchy of Generally Accepted Accounting Principles (“ASC”
or “Codification” — a replacement of FASB Statement N0.162). The Codification became the source of
authoritative generally accepted accounting principles recognized by the Financial Accounting Standards Board (*“
FASB”) to be applied by nongovernmental entities. Rules and interpretive releases of the U.S. Securities and
Exchange Commission (the “SEC”) under authority of federal securities laws are also sources of authoritative
GAAP for SEC registrants. The Codification supersedes all existing non-SEC accounting and reporting
standards. All other non-grandfathered, non-SEC accounting literature not included in the Codification is
non-authoritative. GAAP is not intended to be changed as a result of this statement, but will change the way the
guidance is organized and presented. The Series Trust has implemented the Codification in the financial
statements by providing references to the ASC topics.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

2. Significant Accounting Policies (continued)

Accounting and Regulatory Development (continued)

The Series Trust adopted Accounting Standards Codification No. 815, “Derivatives and Hedging”, formerly as
Statement of Financial Accounting Standards No. 161, “Disclosures about Derivatives Instruments and
Hedging Activities” (“FAS 161”). The Statement requires that objectives for using derivative instruments be
disclosed in terms of underlying risk and accounting designation. An entity with derivative instruments shall
disclose information to enable users of the financial statements to understand (a) how and why an entity uses
derivative instruments (or such non- derivative instruments), (b) how derivative instruments (or such non-
derivative instruments) and related hedged items are accounted for under ASC 815, and (c) how derivative
instruments (or such non- derivative instruments) and related hedged items affect an entity’s financial position,
financial performance, and cash flows. The option contracts provide the Series Trust with exposure and
potential gains upon equity appreciation of the portfolio company’s share price.

FASB issued ASC740-10 Accounting for Uncertainty in Income Taxes for financial statements for fiscal year
beginning after December 15, 2008. This standard establishes consistent thresholds as it relates to accounting
for income taxes. It defines the threshold for recognizing the benefits of tax-return positions in the financial
statements as “more-likely-than-not” to be sustained by the taxing authority and requires measurement of a tax
position meeting the more-likely-than-not criterion, based on the largest benefit that is more than 50 percent
likely to be realized. The Series Trust adopted guidance on the accounting for uncertain tax positions on June 1,
2009. Pursuant to such guidance, the Series Trust recognizes tax liabilities or benefits of uncertain tax positions
only where the position is more likely than not to be sustained assuming examination by tax authorities. The
Series Trust analyzed its potential uncertain tax positions and based on this review concluded that no tax
liability was required to be recognized.

FASB ASC Topic 820, previously FAS 157, “Fair Value Measurements™, defines fair value as the price that
would be received to sell an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly transaction
between market participants at the measurement date. In determining fair value, the Series Trust uses various
valuation approaches. In accordance with FASB ASC Topic 820 it establishes a three-tier hierarchy to
distinguish between (1) inputs that reflect the assumptions market participants would use in pricing an asset or
liability developed based on market data obtained from sources independent of the reporting entity (observable
inputs) and (2) inputs that reflect the reporting entity’s own assumptions about the assumptions market
participants would use in pricing an asset or liability developed based on the best information available in the
circumstances (unobservable inputs) and to establish classification of fair value measurements for disclosure
purposes. Various inputs are used in determining the value of the Series Trust’s investments. The inputs are
summarized in the three broad levels listed below:

Level 1 — quoted prices in active markets for identical investments

Level 2 — other significant observable inputs (including quoted prices for similar investments, interest rates,
prepayment speeds, credit risk, net asset value of investment in funds, etc.)

Level 3 — significant unobservable inputs (including the Series Trust’s own assumptions in determining the fair
value of investments, net asset value of investment in funds).
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

2. Significant Accounting Policies (continued)

Accounting and Regulatory Development (continued)

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy.
In such cases, an investment’s level within the fair value hierarchy is based on the lowest level of input that is
significant to the fair value measurement. The Series Trust’s assessment of the significance of a particular input
to the fair value measurement in its entirety requires judgment, and considers factors specific to the investment.

The following table summarizes the valuation of the Series Trust’s investments by the above ASC820 fair value
hierarchy levels as of May 31, 2010:

US$
Level | -
Level Il 3,250,016
Level III -
Total investments 3,250,016

Related Parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party,
or exercise significant influence over the party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common significant influence. Related parties
may be individuals or corporate entities.

3. Cash and cash equivalents
Us$

Cash at bank 386,568

The cash at bank totaling US$386,568 included deposits in the amounts of US$385,123 and US$1,445 under a
bulk account with Brown Brothers Harriman Co. NY and Euroclear Bank Brussels, respectively. No cash was
pledged as at May 31, 2010.

4. Fees

Management fee
The Manager is entitled to receive a management fee, payable quarterly in arrears, at a rate of 0.1% per annum
of the net asset value accrued and calculated on each valuation day.

For the year ended May 31, 2010, management fee amounted to US$5,373, of which US$666 remained payable
to the Manager as at the year ended.
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Shenyin Wanguo-Aizawa China A-Share Fund No.2

Notes to Financial Statements

4. Fees (continued)

Investment management fee
The Investment Manager is entitled to receive an investment management fee, payable quarterly in arrears, at a
rate of 0.8% per annum of the net asset value calculated and accrued on each valuation day.

For the year ended May 31, 2010, investment management fee amounted to US$42,985, of which US$5,328
remained payable to the Investment Manager as at the year ended.

Performance fee

The Investment Manager is also entitled to receive a performance fee calculated and payable in arrears at the
end of each calendar quarter. The performance fee for any calendar quarter (the “Relevant Quarter”) shall be
an amount equal to 10% of the amount by which the net asset value per unit at the end of the Relevant Quarter
exceeds the highest of the net asset value per unit as at the end of any of the preceding calendar quarters, or the
initial issue price of US$100 per unit if it is higher, multiplied by the average number of units in issue during
the Relevant Quarter. No performance fee expense was incurred for the year ended May 31, 2010.

As at May 31, 2010, net asset value per unit did not exceed high water mark. Therefore, no performance fee
was accrued to the Investment Manager as of this date.

Trustee fee

The Trustee is entitled to receive a trustee fee, payable monthly in arrears, at a rate of up to 0.1% per annum of
the net asset value or minimum of US$20,000 per annum accrued and calculated on each valuation day. In
addition, the Trustee is entitled to receive transaction fees, administrative fees and any out-of-pocket
disbursement at rates as agreed with the Manager.

As at May 31, 2010, trustee fee and transaction fees amounted to US$20,000, of which US$2,612 remained
payable to the Trustee as at the year end.

Distribution fee

Aizawa Securities Co., Ltd. serves as the distributor (the “Distributor”) of the units of the Series Trust for
which it is entitled to receive a distribution fee, payable quarterly in arrears, at a rate of 0.5% per annum of the
net asset value accrued and calculated on each valuation day.

The Distributor is also entitled to receive out of the assets of the Series Trust in its capacity as the agent
member company of the Series Trust a fee, payable quarterly in arrears, at a rate of 0.2% per annum of the net
asset value accrued and calculated on each valuation day.

As at May 31, 2010, distribution fee and agent member fee amounted to US$37,612, of which US$4,662
remained payable to the Distributor.
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Notes to Financial Statements

5. Units

The unitholders have the right to redeem their units daily at the Series Trust’s net asset value as of the
redemption day, plus or minus adjustments for differences, if any, between the announced value of those
investments of the Series Trust as at such redemption day that are being realized to fund the relevant
redemption and their subsequent realized value (less a redemption fee of 0.5% of such net asset value), by
providing redemption notice to the service provider, HSBC International Trustee Limited, on the relevant
redemption day or such earlier or later day instructed by the Manager in respect of specific redemptions.

Capital transactions for the year ended May 31, 2010 were as follows:

The Series Trust
Units outstanding at beginning of year 25,297
Units redeemed (5,965)
Units outstanding at end of year 19,332

6. Financial Instruments with Off-Balance Sheet Risk and Concentration of Credit Risk

At May 31, 2010, the Series Trust had all its individual counterparty credit risk with Deutsche Bank AG
London, as the issuer of the low strike price option contracts. Deutsche Bank AG, London Branch is a
financial institution located in the United Kingdom. The maximum amount of loss due to credit risk the Series
Trust would incur if the counterparty to the contracts failed to perform according to the terms of the contracts
would be its entire investment in the contracts. In addition, all cash and cash equivalents are held with a single
financial institution in the United States of America. The Manager continuously monitors the credit standing
of its broker and other counterparties and does not expect any material losses as a result of these
concentrations.

7. Indemnification
The Series Trust enters into contracts that contain a variety of indemnifications. The Series Trust’s maximum

exposure under these arrangements is unknown. However, the Series Trust has not had prior claims or losses
pursuant to these contracts and expects the risk of loss to be remote.
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Notes to Financial Statements

8. Derivative Financial Instruments

In the normal course of business, the Series Trust enters into transactions involving derivative financial
instruments in connection with its investing activities, including option contracts. These instruments are
subject to various risks similar to non-derivative instruments, including market, credit, liquidity, and
operational risks. The Manager manages these risks on an aggregate basis along with the risks associated with
the Series Trust’s investing activities as part of its overall risk management policies, and as such the Series
Trust does not distinguish derivative profit or loss from any other category of investments for income
presentation purposes.

The aggregate fair values of low strike price call options purchased are included as separate components in the
condensed schedule of investments.
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Notes to Financial Statements

8. Derivative Financial Instruments (continued)

The following table summarizes the realized and change in unrealized gains and losses on derivatives
recognized in income for the year ended May 31, 2010:

Realized gain on derivatives recognized in income

uUs$
Derivatives not designated as hedging instruments
Option contracts 181,599
Total realized gain on derivatives recognized in income 181,599
Change in unrealized appreciation or depreciation on derivatives
recognized in income

Us$
Derivatives not designated as hedging instruments
Option contracts (679,798)
Total change in unrealized appreciation on derivatives recognized in income (679,798)

The following further provides details on the fair value of derivatives on the statement of assets and
liabilities as at May 31, 2010:
Assets
Fair value
Us$

Option contracts 3,250,016

The following table provides details on the total notional volumes traded of derivative activities for the
year ended May 31, 2010:

Purchase Sales
US$ US$
Option contracts $9,110,100 $10,283,450

As at May31, 2010, 17 share options remain outstanding.
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Notes to Financial Statements

9. Taxation

The Series Trust has received undertakings from the Governor in Cabinet of the Cayman Islands that, in the
event of any legislation enacted in the Cayman Islands imposing tax computed on profits or income, or
computed on capital assets, gains or appreciation or any tax in the nature of estate duty or inheritance tax, no
tax shall be applicable to the Series Trust or to any of their operations, for a period of fifty years from May 25,
2004, the date of creation of the Trust.

Based on Circular 47 which was issued on 23 January 2009 by PRC tax authority, dividend and interest
income derived by QFII is subject to PRC withholding tax payable by the QFII License Holder which are
attributable to the assets transacted by the QFI1 on behalf of the Trust at a rate of 10% except if tax treaty
provides for different tax treatments. As the Series Trust is utilizing the QFII licenses of Deutsche Bank AG
London for the investment in China A shares, thus, the tax treaties between PRC should apply. Under tax
treaties, dividend and interest income shall be subject to withholding tax at 10%.

The Manager understands that capital gains from investment in China A shares are technically subject to 10%
withholding tax. However, the Chinese tax authority has not enforced the collection of the tax. Currently,
there is no clear guidance from the State Administration of Taxation when and if the capital gains tax arising
from investing in China A shares will be collected. Given the unclear PRC tax regime for the capital gains
derived by QFII and the assessment of potential negative tax impact on trading A shares through low strike
options issued by the QFII provider, 10% of the capital gain on the secured gain on the realization of low
strike option is either withheld by the QFII provider or provided as provision for the possible exposure in this
regard. At the balance sheet date, a provision for withholding tax of USD2,917 has been made and is included
in the net realized gain on investment in the statement of operations.

The above mentioned potential tax exposure only relates to disposal of an investment where a capital gain is

realized. Accordingly no provision for withholding tax relating to unrealized gains amounting to USD4,128
has been provided at the balance sheet date.

10. Distributions

The Series Trust will not make distributions but will instead reinvest all of the Series Trust’s net income and
realized capital gains.
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Notes to Financial Statements

11. Financial Highlights

The following represents the operating performance, ratios to average net assets and other information for the
year ended May 31, 2010:

The Series Trust
Uss$

Per unit operating performance
Beginning net asset value 226.29
Change in net assets resulting from operations:

Net investment expense (7.34)

Net loss on investments and foreign currency transactions (32.84)
Net change in net assets resulting from operations (40.18)
Ending net asset value 186.11
Total return prior to performance fee (17.76%)
Performance fee (0.00%)
Total return after performance fee (17.76%)
Ratios to average net assets:

Expenses other than performance fee 3.55%

Performance fee 0.00%
Total expenses 3.55%
Net investment expense (3.08%)

The above per share operating performance, total return and ratios to average net assets are calculated for the
Series Trust taken as a whole. An individual investor’s per share operating performance, total return and ratios
to average net assets may vary from these amounts and ratios based on the timing and amount of capital
transactions.

12. Subsequent Events

These financial statements were approved for issuance by Manager on November 25, 2010. Subsequent events
have been evaluated until this date.

During the period June 1, 2010 to November 25, 2010, a total of 1,531 units were redeemed giving rise to total
redemption payments of US$303,094
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(1)
2011 5,000 50,000
1,000

2006 11 11,500

20009 17 5,000

(2)
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(1)
FC
2009 2010 8 31

2(e) 76,318,663 45,575,560
5 5,748,411 27,771,606

8,000,000
6 5,000,000
4 10,943,042
76,897 188,192
90,143,971 89,478,400
7 10,000,000
2(h),8 (10,000,000)
90,143,971 89,478,400
8,673,403 662,165
8,673,403 662,165

2,300
2010 8 31 1,000

2009 8 31 1,000 50,000,000 50,000,000
31,470,568 38,816,235
81,470,568 88,816,235
90,143,971 89,478,400
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(2)
FC
2008 9 1 2009 8 31
2009 9 1 2010 8 31

93,749,336 114,004,218
48,532 578,351

540,000

93,797,868 115,122,569

10 1,025,355 84,123,411
78,011,629 11,865,956

4,169,517 2,067,723

3,438,425 2,878,550

2,698,175 2,878,550

530,855 666,939

2,619,355 4,544,207

10,000,000

11 2,650,224 1,301,470
95,143,535 120,326,806

(1,345,667) (5,204,237)

2(q) (1,346) (3,249)
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2009 9 1 2010 8 31
2009 9 1 50,000,000 38,816,235 88,816,235
(6,000,000) (6,000,000)
(1,345,667) (1,345,667)
2010 8 31 50,000,000 3,145,667 81,470,568
2008 9 1 2009 8 31
2008 9 1 115,000,000 419,020,472 384,000 534,404,472
(65,000,000) (65,000,000)
(375,000,000) (375,000,000)
(5,204,237) (5,204,237)
(384,000) (384,000)
2009 8 31 50,000,000 38,816,235 88,816,235
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10,000,000
1,025,355 52,973,419
31,149,992
1,025,355 84,123,411
35,123 252,696
235,010 162,419
2,000 322,884
84,327 196,187
88,589
18,955
259,740
182,044
2,111,720
2,650,224 1,301,470
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FC Investment Limited

Year ended August 31, 2010

Notes FY 2010 FY 2009

Assets
Current assets:
Cash and cash equivalents 2(e) 76,318,663 45,575,560
Accounts receivable 5 5,748,411 27,771,606
Advances paid 8,000,000
Short-term loans receivable 6 5,000,000
Operational investment securities 4 10,943,042
Other current assets 76,897 188,192
Total current assets 90,143,971 89,478,400
Long-term investments:
Other investment securities 7 10,000,000
Allowance for doubtful accounts 2(h),8 (10,000,000)
Total long-term investments
Total 90,143,971 89,478,400
Liabilities and Net Assets
Current liabilities:
Accounts payable 8,673,403 662,165
Total current liabilities 8,673,403 662,165
Net Assets:
Common stock:

Authorized: 2,300 shares in 2010 and 2009

Issued: 1,000 shares in 2010 and 2009 50,000,000 50,000,000
Undistributed retained earnings 31,470,568 38,816,235
Total Net Assets 81,470,568 88,816,235
Total 90,143,971 89,478,400

The accompanying notes are an integrated part of these financial statements.
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FC Investment Limited

Year ended August 31, 2010

FC Investment Ltd.
Income statements
for years ended August 31, 2010

(In Japanese Yen)

Notes FY 2010 FY 2009

Revenues

Management fees 93,749,336 114,004,218
Interest income 48,532 578,351
Dividends earned 540,000
Total revenues 93,797,868 115,122,569
Expenses

Loss from operational investment securities 10 1,025,355 84,123,411
Fees and expenses 78,011,629 11,865,956
Legal and other professional fees 4,169,517 2,067,723
Advisory expenses 3,438,425 2,878,550
Salaries 2,698,175 2,878,550
Bank charges 530,855 666,939
Foreign exchange loss 2,619,355 4,544,207
Provision of allowance for doubtful accounts 10,000,000
Other operating expenses 11 2,650,224 1,301,470
Total expenses 95,143,535 120,326,806
Net income (Loss) (1,345,667) (5,204,237)
Amount Per Share

Net income (Loss) : Basic 2(9) (1,346) (3,249)

The accompanying notes are an integrated part of these financial statements.
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FC Investment Limited

Year ended August 31, 2010

FC Investment Ltd.
Statements of changes in shareholder's equity

FY 2010
For year from September 1, 2009 to August 31, 2010

(In Japanese Yen)

Undistributed Net unrealized

Common stock - - holding gains on Total
retained earnings securities

Balance at beginning of year 50,000,000 38,816,235 88,816,235
Capital deduction

Dividends paid (6,000,000) (6,000,000)
Net income (Loss) (1,345,667) (1,345,667)
Net unrealized holding gains on securities

Balance at end of year 50,000,000 31,470,568 81,470,568

FY 2009
For year from September 1, 2008 to August 31, 2009
('In Japanese Yen)
L Net unrealized
Common stock reg?:égtggf;ie: s holding gains on Total
9 securities

Balance at beginning of year 115,000,000 419,020,472 384,000 534,404,472
Capital deduction (65,000,000) (65,000,000)
Dividends paid (375,000,000) (375,000,000)
Net income (Loss) (5,204,237) (5,204,237)
Net unrealized holding gains on securities (384,000) (384,000)
Balance at end of year 50,000,000 38,816,235 88,816,235

The accompanying notes are an integrated part of these financial statements.
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FC Investment Limited

Year ended August 31, 2010

Notes to financial statements
(in Japanese Yen)

1 Company profile
FC Investment Ltd. (“the Company”), which was incorporated as a wholly owned subsidiary of Fund
Creation Co., Ltd. on September 9, 2003 in Cayman Islands, is a manager of various funds and responsible
for management, investment and reinvestment of the funds’ assets.
Fund Creation Co., Ltd. has transferred all shares of the Company on October 26, 2009 to Fund Creation
Group Co., Ltd. Now all the shares are owned by Fund Creation Group Co., Ltd..

2 Significant accounting policies

(a) Basis of presenting non-consolidated financial statements
These financial statements have been prepared in accordance with accounting principles generally accepted
in Japan, which are different in certain respects as to the application and disclosures requirements of
International Financial Reporting Standards.
The measurement and presentation currency of the financial statements is in Japanese Yen and not the local
currency of Cayman Islands reflecting the fact that the shares of the Company are issued in Japanese Yen and
the Company’s operations are primarily conducted in Japanese Yen.
The accounting policies have been applied consistently by the Company.

(b) Non-Consolidation
The Company has no subsidiaries or affiliated companies.

(c) Operational investment securities
Operational investment securities comprise securities and investments in silent partnerships. Marketable
securities are stated at fair value with unrealised gains or losses and reported in a separate component of
shareholder’s equity, less write-offs due to permanent deterioration in the financial condition of investee
companies. Non-marketable securities are stated at cost, using the moving average method. Investments in
silent partnerships are stated at cost with certain adjustments calculated by equity method.

(d) Other investment securities
Other investment securities are stated at cost, using the moving average method.
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FC Investment Limited

Year ended August 31, 2010

(e) Cash and cash equivalents
Cash and cash equivalents comprise of deposits at bank.

(f) Foreign currency translation
Monetary assets and liabilities denominated in foreign currencies are translated to Japanese Yen at balance
sheet date exchange rate. Income and expense items are translated at exchange rates prevailing on the
transaction date. Exchange differences arising from such transactions are reflected in the income statement.

(g9) Net income per share
Basic net income per share is computed based on the weighted average number of shares of common stock
outstanding during each period.
As the Company has no dilutive securities during the period, diluted net income per share shall not be
disclosed.

(h) Allowance for doubtful accounts
In order to prepare for possible losses from receivables, loans, etc., an allowance is provided based on
historical loan loss experience for claims to general debtors. For certain doubtful accounts, allowance is
provided for the estimated uncollectible amount, based on the collectability of individual claims.

3 Reclassifications
FY 2010

FY 2009
Loss from operational investment securities has been reclassified from Revenues to Expenses. As a result, there is

no influence on net income during each period.

4 Operational investment securities
FY 2010 FY 2009

Other operational investment securities 10,943,042

10,943,042
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Fund Creation Co., Ltd.

7 Other investment securities

Warrant bonds

8 Allowance for doubtful accounts
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FC Investment Limited

Year ended August 31, 2010

FY 2010 FY 2009
5,748,411 8,156,789
19,614,817
5,748,411 27,771,606

FY 2010 FY 2009
5,000,000

FY 2010 FY 2009
10,000,000

FY 2010 FY 2009
10,000,000

Under the current taxation system in Cayman Islands, no tax is charged to income, profits or capital gains.

The Company has received an undertaking from the Governor-in-Council of the Cayman Islands exempting it

from all tax on profits, income or capital gains. Accordingly, no provision for income taxes is included in the

financial statements.

10 Loss from operational investment securities

Other loss from operational investment securities

Loss on transfer of silent partnership

FY 2010 FY 2009
1,025,355 52,973,419
31,149,992
1,025,355 84,123,411
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FC Investment Limited

Year ended August 31, 2010

11 Other operating expenses

FY 2010 FY 2009

Other operating expenses include:
Communication expenses 35,123 252,696
Rent 235,010 162,419
Tax and duties 2,000 322,884
Insurance expenses 84,327 196,187
Travel expenses 88,589
Conference expenses 18,955
Entertainment expenses 259,740
Packing and transportation expenses 182,044
Miscellaneous expenses 2,111,720

2,650,224 1,301,470
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(HSBC Trustee (Cayman) Limited)
(1)
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1981 11 10
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2011 80
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Report of Independent Auditors

The Trustee

Shenyin Wanguo-Aizawa China A-Share Fund No.2 (In Process of Liquidation)

(A series trust of an open-ended umbrella unit trust constituted by a master trust deed and a supplemental
trust deed dated April 22, 2004 and a supplemental trust deed dated August 3, 2004)

We have audited the accompanying statement of net assets in liquidation of Shenyin Wanguo-Aizawa China
A-Share Fund No.2 (In Process of Liquidation) (the “Series Trust™), including the condensed schedule of
investments in liquidation, as of May 31, 2011, and the related statements of operations, changes in net assets in
liquidation and cash flows for the year then ended. These financial statements are the responsibility of the Series
Trust’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. We were not engaged to perform an audit of the Series Trust’
s internal control over financial reporting. Our audit included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Series Trust’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

As described in notes 1 and 13 to the financial statements, the Series Trust was terminated effective June 30, 2011.
As a result, the Series Trust has changed its basis of accounting from the going concern basis to the liquidation
basis as of May 31, 2011.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Shenyin Wanguo-Aizawa China A-Share Fund No.2 at May 31, 2011, and the results of its operations,
the changes in its net assets and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America, applied on the basis described in the preceding paragraph.

Ernst & Young Ltd.
November 7, 2011
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Independent Auditors'  Report

To the Shareholder of
FC Investment Ltd.:

We have audited the accompanying non-consolidated balance sheets of FC Investment Ltd. as of August 31, 2010 and the
related non-consolidated income statements and statements of changesin shareholder’ s equity for the years then ended,
all expressed in Japanese yen. These non-consolidated financial statements are the responsibility of the Company’ s
management. Our responsibility is to independently express an opinion on these non-consolidated financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion.

In our opinion, the non-consolidated financial statements referred to above present fairly, in all material respects, the
non-consolidated financial position of FC Investment Ltd. as of August 31, 2010, and the results of its operations for the
years then ended, in conformity with accounting principles generally accepted in Japan.

(SeiwaAudit Corporation)

Tokyo, Japan
January 11, 2011
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Report of Independent Auditors

The Trustee and Unitholder
Shenyin Wanguo-Aizawa China A-Share Fund No.2

We have audited the accompanying statement of assets and liabilities of Shenyin Wanguo-Aizawa China A-Share
Fund No.2 (the “Series Trust”), including the condensed schedule of investments, as of May 31, 2010, and the
related statements of operations, changes in net assets and cash flows for the year then ended. These financial
statements are the responsibility of the Series Trust’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. We were not engaged to perform an audit of the Series Trust
’s internal control over financial reporting. Our audit included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Series Trust’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Shenyin Wanguo-Aizawa China A-Share Fund No.2 at May 31, 2010, and the results of its operations,
the changes in its net assets and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Ernst & Young Ltd.
November 25, 2010
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Independent Auditors'  Report

To the Shareholder of
FC Investment Ltd.:

We have audited the accompanying non-consolidated balance sheets of FC Investment Ltd. as of August 31, 2009, and
the related non-consolidated income statements and statements of changes in shareholder’ s equity for the years then
ended, all expressed in Japanese yen. These non-consolidated financial statements are the responsibility of the Company
" s management. Our responsibility is to independently express an opinion on these non-consolidated financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the non-consolidated financial statements referred to above present fairly, in all material respects, the

non-consolidated financial position of FC Investment Ltd. as of August 31, 2009, and the results of its operations for the
years then ended, in conformity with accounting principles generally accepted in Japan.

(SeiwaAudit Corporation)

Tokyo, Japan
October28, 2009
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