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The Investment Objective

The investment objective of the Company is to
achieve long term capital growth from an actively
managed portfolio made up primarily of securities
issued by companies listed in China or Hong Kong and
Chinese companies listed elsewhere. It may also invest

in listed companies with significant interests in China

John Owen, Chairman and Hong Kong.
Returns (%)
From launch on 19 April 2010
Returns to 31 March 2011
NAV per share total return +5.24%
Share price total return +10.00%
MSCI China Index total return’ +3.30%

1 Rebased to 100 00 at launch

Source Fidelity and Datastream
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Summary of Results

As at At launch
31 March 19 April %
2011 2010 change
Gross Assets £745 98m £455 82m
Net Assets £483 96m £455 B2m
Net Asset Value per Share 104 20p 99 01p +524
Grass Asset Exposure £791 89m £455 82m
Gross Asset Exposure to Net Assets (%) 115 8% 100 0%
Earnmings per Shared 047p n'a
Number of ordinary shares in 1ssue 654,404,480 440,000,000
Stock market data!
MSCI China Index - stering equivalent (total return)? 103 30 10000 +330
Share pnce pened end/launch 110 00p 100 00p +10 00
period high 128 70p n/a
penod low 92 25p nfa
PrermiumJ/{discount) penod end 557% n/a
period high 1311% n/a
perod low (1 70%) n/a
For the penod from 19 Apnl 2010 to 31 March 2011
Revenue return per ordinary share? 047p nfa
Capittal return per ordinary share? 367p n/a
Total retum per ordinary share? 4 14p n/a
Total Expense Ratio? 193% n/a
Final dividend proposed per ordinary share 0 25p n/a

' Saurce Fidelity and Datastream

2 Rgbased to 100 00 at launch

1 Based on the weighted average number of ordinary shares in ssue dunng the penod

4 Total expenses, mcluding management fees but excluding finance costs, for the penad expressed as a percentage of average net
assats The expenses include one-off costs associated with the offer for subscription and placing which represented 0 18% of
average net assets
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Chairman’s Statement

RESULTS FOR THE PERICD FROM 19 APRIL
2010 TO 31 MARCH 2011

NAY PER SHARE +5 24%
SHARE PRICE +1000%
BENCHMARK +3 30%

1 have pleasure in presenting the first Annual Report for
Fidelty China Special Situations PLC and would like to
take the opportunity to welcome all our shareholders

PERFORMANCE REVIEW

Over the period under review, China overtook Japan to
become the warld's second largest economy, dnven by
s rapid transition from a predominantly export-led
economy to one that 1s mereasingly influenced by
domestic consumption A key focus of China's twelfth
five-year plan 1s to boost the consumption power of the
less affluent by reducing the income gap between its
citizens This supports the consumer-consumption focus
of the Portfolic Manager's investment thesis

Thesa structural changes have been managed thraugh a
penod of volatility for all equity markets, which has been
amplified by sovereign debt concerns in the Eurozone
and nsing commadity prices, in particular food and
energy These issues have certanly heightened investor
caution Nevertheless, growth in the Chinese economy
has been above 8% per annum, despite continued
tightening of bank reserve requirements Ths, along with
interest rate nses imposed by the Chinese Government,
has impacted the domestic property market

The main concern now 1s mflation, with the Chinese
consumer price ndex running at 5 4% for the year to
March 2011 Thus 15 hkely to lead the Chinese
governmen to implement a further round of tightening
measures Coupled with significant wage increases,
these in the long term may end China's days as the
cheap manufacturing base of the world

Agamnst this backdrop, your Board believes that the
growth in size and affluence of China’s middle class —
leading to a higher level of aggregate disposable
income — will be an ongoing driver of domestic
consumption We expect that for this reason, the
consumer-consumption story wilt continue to be a
central focus for the Company’s investment portfolio

Since the launch of the Company m Apnl 2010,
performance figures for the period to 31 March 2011 are
encouraging They provide a solid platform on which the
Company can continue to achieve its Investment
objective of generating long term capstal growth for its
shareholders

In the penod from 1% Apnl 2010 to 31 March 2011, the
Company's net asset value (NAV) per ordinary share
increased from 99 01p to 104 20p, an increase of 5 24%
This compares with a nse in our benchmark, the MSCI
China Index, of 3 30% !n the same period, the market

price of the ordinary shares increased from 100 00p to
110 00p, an increase of 10%, and the ordinary shares
traded at an average premtum of 5 30%

As of 17 June 2011, being the latest practicable date
prior to publication, the NAY of the Company was

93 84p per share and the share price was 34 50p per
share, meaning that your shares were trading at a 0 68%
premium to NAV

DIVIDEND

As the Company's cbjective 15 to achieve long term
capital growth, the Board does not expect that dvidends
will constitute a matenal element of any return to
shareholders However, in order to continue to qualify as
an nvestrment trust, the Company 1s required by Chapter
4 of Part 24 of the Corparation Tax Act 2010 not o

retain more than 15% of the iIncome ut denves from
shares and securnities

This being the case, allowing for the number of shares
eligible for a dwidend, the Board recammends a final
dividend of 0 25p per share to be approved by
shareholders at the forthcoming Annual General
Meeting

The dividend will be payable on 5 August 2011 to
shareholders an the register on 22 July 2011 [ex
dvidend date 20 July 2011)

SHARE ISSUES

On 18 June 2010, the Company was admitted to the
FTSE 250 Index in recognizion of the size of the
Company's market capitalisation

Since the Company's launch, the shares have generally
traded at a premium to their net asset value, reflecting
demand for shares that 1s not satisfied by sellers This
being the case, the Company 1ssued 3 total of
18,750,000 ordinary shares in separate issues during the
period under review A further 6,250,000 shares were
1ssued after the period end

in addition the Company 1ssued 166,250,000 “C” shares
of 100 pence each, which were subsequently converted
inte 157,654,480 new ordinary shares on 1 March 2011
This 1ssue was supported by existing shareholders who
subscribed for 56% of the 1ssue

At the General Meeting to approve the "C” share 155ue
the Board receved consent to issue further shares The
Board may continue to 1ssue shares at a premim, in
order to satisfy market demand, subject to shareholder
approval at the Annual General Meeting

Qualified Foreign Institutional Investor (QF1)
On 26 November 2011, the Investment Manager of the
Company was granted QFl Status and a QFH quota
through which the Company may invest in China

*A" Shares through the Investment Manager

Fidelity China Special Situations PLC Annual Repor: 2011 Page 3




Chairman’s Statement

This facility allows the Portfolo Manager to invest
directly into the potentral growth opportunities of the
A" Share market The Company has now fully funded its
share of the quota (as required by State Administration
of Fareign Exchange of the PRC ("SAFE")

THE BOARD

Board members who were appointed in February 2010
are subject to election at the forthcoming Annual
General Meeting of the Company

On 1 March 2011, Mr Douglas Naismith resigned as a
Director and Mr Gary Shaughnessy was appointed to the
Board | would iike to welcome Gary to the Board and
thank Doug for his valuable contnbution to the
Company Mr Shaughnessy will also be subject to
election at the Annual General Meeting

Since my appointment as Chairman of the Board, the
last year has been both ¢hallenging and fulfilling The
Board has held aver twenty Board meetings and
overseen two successful share 1ssues, which have created
the largest iInvestment company histed on the London
Stock Exchange prowiding direct exposure to China

in October 2010, the Board visited China and Hong
Kong to witness first hand the investment epportunities
there Dunng this visit it was clear that the key asset of
the Company and that of its shareholders 1s the breadth
and strength of Fidelty’s investment team im Hong Kong,
led by Anthony Bolion

CORPORATE GOVERNANCE

As detalled 1n the Corporate Governance Staterment on
pages 25 to 30, the Board follows the approach
recommended by the Association of Investment
Companies in its Code of Corperate Governance

The volume and impact of regulatory change remamn
challenging for boards of all UK plc's In particular, the
uncertanties around the future of financial regulation in
the UK, the potential impact of the Retail Distribution
Review and the implementation of the Alternative
Investment Fund Managers Directive (AIFMD) will add to
the complexity of the governance framework of
nvestment companies going forward

The Board regularly reviews regulatory change to ensure

that the Company’s governance arrangements meet best

pract:ce requaremenrs

THE ANNUAL GENERAL MEETING

=29 JULY 2011

The Annual General Meeting of the Company will be
held at the Barbican Centre, Stk Street, London,
EC2Y 8DS, on Friday 29 July 2011 at 11 00am

Our Portfolic Manager, Anthony Bolton will be attending
the Annual General Meeting and making a presentation
highlighting the achievements and chaltenges of the
initral period and the prospects for the year to come

) o O

John Owen
Chairman
17 June 2011
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Manager’s Report

Anthony Bolton has more than 30 years’ expenence of managing
equity funds and began investng in Chinese equities i» 2004

He previously acted as portfolie manager for a number of
Fidelty fundls, ncluding Fidelity Special Situauons Fund, which
he managed from 1977 until 2007 He alsc managed the
pordolios of two listed investment vrusts Fidelity Special Values
PLC {from 1994 to 2007) and Fidelity European Values PLC

{from 1991 1o 2001}

When | wrote the first ntenm report n October last year
I did s0 in a mood of optimism — my transition to Hong
Kong was going well and | had settled back into a
famihar fund manager’s routine ! was enjoying meeting
lots of Chinese comparuies, Interacting with aur team of
analysts and other fund managers who follow China and
reading lots of broker and other third party research
Most importantly, the NAV was up about 15% from
launch | did preface my remarks by saying it was stil
early days, however, and it 1s now clear that the fund's
first penod has been one of two halves About the ume |
wrote my report the market and NAV peaked and the
second half proved much tougher, with the market
falling until t made a low n mid March round the tme of
the C share 1ssue There was some recovery in Apnil but
recently the NAV has returned to near 100p The second
half of the penod and periormance since the period end
has been drsappointing for nvestors and me personally

i sull beheve world equities are in a bull market and what
we have recently expenenced i Chinese stocks s a
normal pause n that cycle { do not yet see erther the
investor behaviour or market valuations that one would
narmally associate with a bull market paak In fact, given
the extraordinary world events in the first quarter of this
year, markets have been remarkably resitient, illustrating
how bull markets typically chimb a “wall of worry” As |
have maintaned for some time, | still feel we are in a
two-speed world where growth in the developed
economies will be below normal for several years - the
solution to the financial ¢risis has left them with debt
problems that will hold back growth for the foreseeable
future The US, Europe and Japan have major challenges
ahead and, although emerging markets will not be
immune to the effects of this, | beheve the relatively
higher growth they offer will be increasingly attractive to
investors For the first part of 2011 investor flows have
returned to developed markets and emerging market
funds have seen redemptions | believe this s a

temporary pause and flows will return to emerging
markets

One of the fascinating things about China 1s the fact that
investors' attitudes to it are very polanised, it 1s like one
of those optical illusions where some viewers percewve a
smiling face and some a sad one - the same picture can
provoke two very different mterpretations Some see
China as the main dniver of Asian growth, on its way 10
becoming the biggest ecenomy n the world, while
others are concerned about excessive credit growth and
inflation, property and bad debt problems Probably the
truth lies somewhere between these two extremes

| want to spend some time 1n this report on the negative
case as, although many of the concerns are vald, |
beleve some of the conclusions being drawn are wrong
Like any mvestment proposition, China 15 not without
nsks but | continue to believe that the case for investing
i1s compeliing

INFLATION

My first obsservation 1s that in today's two-speed world
most emerging markets are probably going to have to
Ive with higher levels of structural inflation than in the
recent past Indeed, the actual level of mflation n China
is probably higher than the 5 4% official figure suggests,
maybe more ke high single digits China’s new five year
plan is targeting annual real wage increases of at least
7% and this does not sit easily with an official inflation
target of 4%, which § believe will probably be increased
in the future That said, the Chinese authorities have
many powers to Influence inflation — powers like price
controls which are generally not available in other
countnes We have already seen this with official or
unoffical pice controls on a number of products Recent
evidence seems to suggest that food inflation which
makes up 70% of China's official CPl s at or past its
peak, although core inflation 1s creeping up | would not
want to say that inflation 1s not a problem but | do not
think 1t will stop the bull market unless it gets completely
out of control The authonties must tread a delicate path
between slowing the economy to alleviate inflationary
pressures and suppressing grawth teo much but |
believe they will stnke the nght balance |am expecting
growth to fall back to 7-8% compared with last year's
10%, but that 1s still a very attractwe level relatve to the
developed world

PROPERTY

Residential property prices in most Chinese cities have
been in a generally nsing trend for a number of years
and affordability looks pretty stretched Because of the
negauve public opinion associated with this, the Chinese
authonties last year imposed a number of measures to
cool demand, including unprecedented controls in some
cities on buying multple properties and purchases by
indwiduals not resident in that city These measures have
removed a lot of the short term speculative money from
the market The Government has also embarked on a
very ambitious social housing programme (10 milion
units this year and a total of 36 million aver the next five
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Manager’s Report

years) A number of the negative reports | have receved
on China suggest that there are several empty cities in
China, this may indeed be the case but the Chinese
ofter buld infrastructure well in advance of when it 13
needed and | expect most of the empty ciues to fill up in
time These reports alse suggest there are as many as
45 million empty apartments | am unable to confrm a
source for this figure and the research | have seen
suggests a figure significantly smaller than this Although
ampty, these properties are all owned by individuals who
chase to keep them as empty shells {there 1s not a huge
backlog of unsold apartments owned by developers)
The key question s whether owners try to sell out If, as
looks likely tater this year, we experence a penod of
faling property prices My view 1s that most will hold en,
seeing property as a longer term investment rather than
a short term speculation Also, the mertgage debt
against these properues s generally not high so they are
unlikely to be forced selters The long term demand
picture for residential housing 1s stilt very favourable

BAD LOANS

China has experienced over twa years of rapid credit
growth Government measures such as raising interest
rates and Increasing reserve requirernents appear to
have led to a slow down in the rate of growth, although
lending outside the banking system still appears to be
growing fast Once credit has beerr expanded strongly 1t
s always difficult to wean banks, compan+es and
indinduals off it That said, credit at the indmidual level 1
still very low i China by international standards One
area that observers are particularly concerned about s
loans by banks to vehicles set up by local Governments
1o help finance infrastructure and other local projects
Listed banks have lent RMB & 25 tnllion to these

vehicles The bank regulator (CBRC) has requiced all
banks to look at such loans very closely and it appears as
¥ up to 20% are at some sort of nsk of not being repaid
The other thing that worries investars Is that local
Governments' main source of mcome 5 usually selling
land they own to developers If there are problems in the
property market, it may become more difficult for them
to sell land, which would restrict their financing flexibihty
| agree that this 1s a nisk, particutarly from 2012 when
many of these loans become due However, | believe the
central Government will step 1n to help the local
Governments through any temporary difficulties

Investors are nghtly concerned about inflation, the
property market and credit growth, but far the reasons |
have outhned here | believe the conclusions they have
drawn are too pessimistic On a more positive note, the
authanties have launched an ambitious and challenging
new five year plan which envisages a major transition of
the economy away from low value manufactured exports
towards domestic consumption and the growth of
services They have put specific targets on how much of
GDP will in the future come from these two areas
Interestingly, this very much endorses the strategy that |
have pursued in managing the fund, with my main focus
being on these two areas | do not think anyone should

underestimate the challenges from this major change of
course for the ecanomy, with many workers having to
retrain for completely new careers in new places
However, the pragmatism and flexibility of Chinese
workers and their managers impresses me The five year
plan also underwrites a further phase of urbanisation in
China Some people worry about the demographics of
China, with an aging population due to the one child
palicy | think in maybe ten years time this could be a
problem but today the continued shift of workers from
rural areas to ciies 1s the more important trend

Finally, the five year plan underwntes the so called

"S curve” effect where domestic growth speeds up once
a certain level of GDP per head is exceeded The growth
in the China consumer story remains for me the
dominant investment theme which will continue to exert
a posttve nfluence on markets long after the short term
concerns have been resolved

KOREA

One other nsk in the region that has particularly
concerned me 15 the poiltical situatian between North
and South Korea We have seen several hostle acts from
the North on the South and my concern is that, if this
continues, next ime the reaction of the South may be to
retallate Such an event | believe would, at least in the
short term, be very worrying for investors in the region

I think Chinese equities would be affected by this
Because of my concern | have purchased out of the
money put options on the Korean index to protect about
25% of the fund's gross assets Like any form of
nsurance it s something that | hope will not be needed
The cost of these options has been the largest negative
contnbutor to the fund's performance dunng the penod
I have recently renewed these options for a further

six month penod

GEARING

The Company has two types of geaning The first 15 3
bank debt facility of US$100m (post the C share issue
increased to US$150m) The debt 15 in US$ rather than
HK$ as | believe there 1s a possibility of the Hong Kang
US dollar peg being removed at some stage and the
HKS moving up against the US$ The second form of
geaning 1s through derivatives principally via contracts for
difference against some of the fargest holdings (these
are marked in the Forty Largest Holdings)

PORTFOLIO

The fund continues to be mainly focused on the Chinese
consumption and service sectors with about a third of
the fund In consumer sectors, like retailers, luxury cars,
food and dnink, consumer products, intemet and hotels
and restaurants, and about half the fund in service
businesses, such as financal services, mobile telephony,
healthcare, IT services and education The rest of the
fund 15 In materials companies (gold and paper),
domestically-onentated manufacturing companies and
some mnvestment compames The portfolo remains very
underweight in most exporters, and infrastructure and
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Manager’s Report

commodity names, including oil shares This tow oil
exposure has hurt the fund this penod but for the
moment | am maintaining the postion On commodities
n general, | think the valuations are hugh, they are very
popular and over-owned and therefore nsky 1 do not
think they reflect the slowing growth in China and low
growth in the rest of the world It15 interesting that
Glencore, one of the most successful commodity trading
houses, has chosen now ta hist when, maybe, a number
of commodity prices are near a peak Onl s different from
other commodities, having a political angle that the
others largely do not We will have to watch the situation
in the Middle East carefully and especially Saud Araba

| akso view gold differently from the other commodities
as It has charactenstics more like a currency In a world
where so many currencies have problems, some
exposure to gold makes sense 1o me

Within financials, the man exposure 1s to Hong Kong-
based banks (about 12% of the gross assets} and
property companies (about 5%} rather than mainland
banks and property companies The fund’s only exposure
to the mamland residential property market 1s through
two estate agent companies {about 1% of the fund)
Because of the Government's tightening measures and
the uncertainties about the banks’ bad loans and the
poor short term outlook for the property market on the
mainland, | have preferred the Hong Kong companies
Hong Kang banks are benefiting from good loan growth,
the prospect of higher margins and the effects of the
internationalisation of the RMB This should be a new
source of revenue as the Hong Kong-based banks are in
pole position to benefit from this trend

The majority of the fund 1s mvested i private companies
rather than state owned enterprises Private companies
are generally more dynamic although they can also be
mora nsky Also, 44% of the fund is in small companies
with a market capitalisation below £1 billion, 28% in
medium-sized compan:es (£1-5 billion) and another 28%
in large companies aver £5 bilion | continue to feel the
medium-sized and smaller companies offer some of the
best potential and they are also the least well

researched

Fidelty has receved its QFYl icence and clearance to
invest 5o, since the peruod end, | have been using this
quota to invest m Chinese “A” Shares Most of our quota
has been used to replace the broker provided QFIl that
we have used to date The majority of the fund's "A”
share exposure s 1n financial shares, where the “A”
shares often sell at a significant discount to the Hong
Kong-listed shares of dual-listed companies (companies
listed 1n bath the manland and Hong Kong) In most
other areas, | continue to find the “A” shares expensive
relative to the shares of similar companies listed in

Hong Kong or the US At the perod end, 66% of the
gross assets was in Hong Kong-listed shares, 8 5% was in
mamnland-listed “A" or "B* shares, about 15% in US-
listed shares and 7 5% in Chinese exposed companies

in other markets As well as underlying exposure to RMB

through investments held, the Company also had
additional RMB exposure through RMB foreign
exchange contracts

In summary, | remain as convinced as ever by the
long-term case for investng in China In the short term,
there are challenges as the Chinese authonties try to
effect a saft landing for therr economy, but | believe they
will succeed | expect investment flows to resume their
trend out of the developed world into emerging markets
like China, this may lead, at some stage, to valuations
going well above fair value | hape that with the help of
our excellent team here n Hong Kong, we can continue
to uncaver the companies that are best placed to benefit
from the angoing transformation of China's economy

Anthony Bolton
17 June 2011
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Forty Largest Holdings - at 31 vorch 2011

Gross Farr Value
Asset asa%
Fair Value Exposure of Gross
Holdings £000 F'000 Assets
China Unicom {(Heng Kong) Limited*
An integrated telecommunications provider 36,356 46,267 49
Bank Of China Hong Kong Limsted*
A subsichary of the Bank of China, based i Hong Kong 36,267 45,262 49
HSBC Holdings Plc (Hong Kong hsted}*
A global banking and financial services company 28,831 35,143 3¢
China Merchants Bank {ELN)
Commercial bank offering corporate banking, retall banking
and treasury businesses 23,926 23,926 32
Tencent Holdings Limited*
Provides internet, mobile and tefecommunications value-added services 23,261 28,965 31
Ping An Insurance (Group) Company of China {ELN)
Insurance company 22,425 22,425 30
Zhaoyin Mining Industry Company Limited
Gold mining company 20,505 20,505 27
Gome Electrical Apphances Holdings*
Retails electrical apphances and consumer electronic products 20,200 24,296 27
SoftBank Corporation
A Japanese telecommunications firm with holdings in Chinese
intemet compantes 16,323 16,323 22
United Laboratories International Holdings
Pharmaceutical company 15,560 15,560 21
Brifiiance China Automative Holdings Limited™
Auto company that 1s BMW's Chinese partner 15,559 18,797 21
PCCW Limrted
A Hong Kong-based telecommunications company 13,220 13,220 18
Jardine Strategic Holdings Limited (Singapore lsted)
A holding company with interests in engineenng, transport services,
insurance broking, property investment and mining 12,670 12,670 17
BaWang International (Group) Holdings Limited
A Chinese herbal persenal care and household products company 11,150 11,150 15
TVB
Hong Kong television broadcaster 10,080 10,080 14
WuXi Pharma Tech (ADR}
Contract research pharmaceutical campany 9,017 9.017 12
Asiamfo Linkage, Inc
A telecommunications software solutions provider in China 8,994 8,994 12
CITIC Secunities Company Limited (ELN)
Broker and asset manager 8,689 8,689 12
Hang Lung Properties Limited
Property investment and development company 8,659 8,659 12
ChinaCast Education Corporation
Education and e-learning services provider 8,140 8,160 1M
Besunyen Holdings Company Limrted
Medicinal herbal tea company 8,121 8,121 11
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Forty Largest Holdings - .31 varch 2011

Gross Farr Value
Asset asa %
Fair Value Exposure of Gross
Holdings £000 £°000 Assets
$JM Holdings Limited
Operates casinos and gaming-related actvities in Macau 799 7.9 11
Natural Beauty Bio-Technology Limited
A personal care products company 7,792 7,792 10
The Link Real Estate Investment Trust
Owns retail shopgping centres in Hong Keng 7,683 7,683 10
Hang Seng Bank Limited
A commercial banking group 7,664 7,664 10
The Bank of East Asia Limned
A commercial banking group 7,538 7,538 10
China Hutyuan Juice Group Limited
Producer and seller of juices and other beverages 7,282 7,282 10
China Liansu Group Holdings Limited
Manufacturer of plasue pipes and pipe fitungs 7,119 7,119 10
Sino Prosper State Gold Resources Holdings Limited
Gold mining company 6,788 6,788 09
China Medical Technologies Inc {ADR)
Manufacturer and seller of medical devices 6,245 6,245 08
Xmngda International Holdings Limited
Leading producer of radial tyre cords 6,068 6,068 08
Ming Fung Jewellery Group Limited
Manufacturer and retailer of jeweltery 5,893 5,893 o8
Kingdee International Software Group Company Limited
Software company 5,865 5,865 08
Asian Citrus Holdings (Hong Kong listed}
Engaged in planting, cultvation and sefling of agncultural products 5770 5770 g8
Hengdeh Holdings Limited
Retaller and distributor of consumer goods 5,663 5663 07
China Lodging Group (ADR)
Operates a chain of economy hotels 5,489 5489 o7
Chow Sang Sang Holdings Limited
Manufacturer and retailer of jewellery 5,375 5375 o7
Osstem Implant Co bimited
Specialises in the provision of dental mplants 5274 5,274 07
Luk Fook Holdings (International) Limited
Manufacturer and retailer of jewellery 5,251 5.251 07
HollySys Autornation Technologies
Provider of automation and control technologies and applications 5,047 5,047 06
Forty Largest Holdings 479,770 518,026 64 3

*ncludes wnvestment via contracts for difference
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Distribution of the Portfolio

as at 31 March 2011

% of Total Benchmark

Gross Assets %
Industry
Financial® 251 377
Consumer Discretionary 224 51
Telecommunications 97 107
Healthcare 86 59
Infermation Technology 25 47
Materals 71 a7
Consumer Staples 90 65
Industnals 62 81
Energy 1M 189
Uulties - 17
Futures 24 -
Cash and Others? {11 -
Total 1000 1000
Country of principal business
China 639 1000
Hong Kong 294 -
Tawan 02 -
South Korea' 10 -
Singapore 21 -
Japan 21 -
Futures? 24 -
Cash and Cthers? oy -
Total 1000 100 0
Share Type
China “A" Shares 92 -
China “B" Shares 03 12
China " H” Shares 48 511
Red-Chips 147 242
Other Stocks listed in Hong Kong 484 235
China Stocks listed in Singapore 26 -
China Stocks listed in Korea! 10 -
China Stocks listed in the US 142 -
China Stocks listed in the UK 12 -
China Stocks histed in Japan 21 -
China Stocks listed in Tawan Q2 -
Futures 24 -
Cash and Others? {11 -
Total 1000 1000

! Includes a Korean KOSPI Put Option of 0 07% of gross assets
2 |ndex Futures held in Hong Kong and China
3 Cash, cash equwvalent and other net current habilities
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Distribution of the Portfolio .. .31 marcn 2011

% of Total Benchmark
Gross Assets %

Denominated Currency Share Type
Hong Kong dollar “B" and “H" Shares, Red-Chips and Cash 745 1000
US dollar Shares listed in the US and "A" Shares 177 -
Chinese renminbi “A" Shares 29 -
Japanese yen Shares listed in Japan 21 -
Korean won Shares listed in South Korea 10 -
Singapore dollar Shares listed in Singapore 10 -
UK sterling Shares listed n the UK 06 -
Tawan dollar Shares listed in Taiwan 02 -
Total 1000 1000

In addition, the Company had open forward cummency contracts as at 31 March 2011, to sell US doltars for Chinese
renminb) equivalent to 23 3% of gross assets
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Attribution Analysis

Analysis of change in NAY during the period

Pence per share

NAV at 17 Aprl 2010 A
Impact of MSCI China Index — Sterling equwvalent 330
Impact of Portfolio Management 063
Impact of Gearing 041
Impact of Share Issues 084
Impact of Other Costs {145)
Impact of Cash 133
Residual 013
NAV at 31 March 2011 104 20
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Corporate Information

Investment Manager

FIL Investment Management (Hong Kong) Limited
17/F, One International Finance Centre

Central
Hong Kong

Unhsted Investment Manager, Secretary and

Registered Office

FIL Investments International
Beech Gate

Millfield Lane

Lower Kingswood

Tadworth

Surrey KT20 é6RP

Finanaial Advisers and Stockbrokers

Cenkas Secunties ple
6,7.8 Tokenhouse Yard
London EC2R 7AS

Independent Auditor
Grant Thornton UK LLP

Chartered Accountants and Registered Auditor

30 Finsbury Square
London EC2P 2YU

Bankers and Custodian

JPMorgan Chase Bank {London Branch)

125 London Wall
London EC2Y 5AJ

Registrars

Capita Registrars
The Regstry

34 Beckenham Road
Beckenham

Kent BR3 4BR

Lawyers
Slaughter and May
One Bunhill Row
London EC1Y BYY

John Owen CMG MBE
DL123

(Chairman} {date of appointment
4 February 2010) Mr Owen has
enjoyed careers in both the
diplomatic service and industry
He served in the diplomatic
service for 30 years until his
retremment in 1999, serving I
Indonesia, Vietnam, France, El Salvador, Iran, Brazil,
China and London Mr Owen was Bntish Consul General
in Boston, USA from 1992 to 1995, and Governor of the
Cayman Islands from 1995 to 1999 He also worked in
industry for seven years Mr Owen 1s currently chairman
of several companies including lceman Capital Advisors
Limited, an investment advisory company specialising n
nvestment in the developing markets of Asia He has a
number of directorships mcluding Queensgate Bank
Limited and Queensgate Trust Company Limited

Mr Owen is also chairman of the Friends of Cayman in
London He is an Hanorary Fellow of the University of
Wales and also 2 Deputy Lieutenant of the County of
Isle of Wight

Nicholas Bull FCA!23
(Senior Independent Director)
(date of appointment 4 February
2010) Mr Bull 1s the charrman of
Smith’s Corporate Adwvisory
Limited and a non-executive
director of its parent company,
Westhouse Holdings PLC, which
1s listed on AIM He 1s also an
independent director of the hotel business De Vere
group Previcusly Mr Bull has werked for over 30 years as
a corporate finance practitoner with Morgan Grenfell
{subsequently Deutsche Bank), Societe Generale and
ABN AMROQ in Londoen, Sydney, Singapore and Hong
Kong He is a qualified chartered accountant
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Dawvid Causer FCA'2?
{Chatrman of the Audit
Commitiee) (date of
appointment 4 February 2040)
Mr Causer 1s a non-executive
director and audit committee
chairman of Schroder Income
Growth Fund ple, an investment
trust histed on the London Stock
Exchange He s a qualified chartered accountant and a
member of the Secunties Insttute Mr Causer has held a
number of senior postions within financial services
organisations, including as finance director of Mercury
Asset Management Group plc and as a managing
director of Mermll Lynch Investment Managers unt:l 2001
He was finance directar of The British Red Cross Society
until December 2007 He is a trustee of a number of
charities and of a pension fund

The Hon Peter Pleydell-
Bouverie DL'23

{Charrman of the Investment
Committee) (date of
appowmntment 4 February 2010}
Mr Pleydell-Bouvere s an
investment professional with over
30 years of investment
expenence, particularly n the Far
East and emerging markets His current non-executive
positions nclude acting as a trustee on Investment
committees for family and chanitable trusts He s also a
Deputy Lieutenant of the County of Wiltshire Previousty,
Mr Pleydell-Bouvere spent ten years with FIL where he
was investment director until 1996, managing Japanese-
focused unit trusts, offshore funds, pension funds and
the Fidelity Emerging Markets Fund Prior to this, he was
an associate director at Kleinwort Grieveson Investment
Management and fund manager at Gneveson, Grant
and Co, where he also managed Asia-focused
investment funds

Gary Shaughnessy?

{date of appointment 1 March
2011) Mr Shaughnessy 15
Managing Director of the UK
Defined Contribution and Retal
businass of Fidelity International
Mr Shaughnessy has over

20 years' expenence In the

financial seraces industry,
ncluding rales spanning the general insurance, Wfe and
pensions, personal finance and investment marketplace
He has held positions with the Bank of Scotland, the
Automobile Association, AXA, M&G Investments and
the Prudential Group where he was Managing Director
of Prudential’s Retail Life and Pensions business in the
UK and Europe untl joining Fidelity in 2008

All the Directors are non-executive directors and (with the exception of Mr Shaughnessy} are independent

! Mermber of the Audit Commuttee and the Management Engagement Committee

2 Member of the Nomination and Remuneration Committee
3 Member of the Investment Commuttee
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The Board’s Policies

INTRODUCTION

The role of the Board of Directors of your Company
ncludes determining the policies which govern how it 1s
managed, which are

INVESTMENT GOAL LONG TERM CAPITAL
GROWTH

As set out in the Prospectus of the Company dated

7 January 2011, the Board of Directors recognise that
fong term investment success will best be achieved for
the Company through understanding the prospects for
indwvidual companies based on m-depth local research
and analysis The Board believes that China represents a
compeling investment opportunity, but acknowledges
that investing 1n China 15 a long term process and returns
are likely to vary However, the Boards primary objective
is to provide long term capital growth to shareholders

DIVIDEND POLICY

As the Company's objective 15 to achieve long term
capital growth, the Board does not expect that dwidends
will constitute a matenal element of any return to
shareholders However, in order to continue to qualify as
an investment trust, the Company 1s required by
Chapter 4 of Part 24 of Corporation Tex Act 2010to
distnbute sufficient net income so that it retains no more
than 15% of the income 1t denves from shares and
securites

The Board recommends the payment of a final dvidend
of 0 25p per ordinary share for the period ended
31 March 2011

INVESTMENT POLICY

The Company nvests in a diversified portfolio consisting
primarly of securities ssued by companies histed i
China or Hong Kong and China related comparies listed
on other stock exchanges The Company may also
obtain exposure to other listed companies which have
significant interests in China or Hong Kong

The Company may mvest through equities, index inked,
equity linked and other debs securities, cash deposits,
maney market instruments, foreign curency exchange
transactions, equity related secunties, farward
transactions and other interests including derwative
instruments Forward transactions and derivatives,
including futures, options and contracts for difference,
may be used to enhance portfolio performance as well
as for efficient portfolio management and hedging

The Company mvested 1n forward currency contracts,
equity inked notes, call & put options, index futures and
long & short contracts for difference dunng the period
ended 31 March 2011

The Company may enter into dervative conuracts that
expose the Company to unlirmited liability, but only
where the exposure to the counterparty, after taking into
account other denvative contracts entered into with the
counterparty, does not exceed 15% of Gross Assets

No single investment will, on acquisiuon, represent more
than 15% of the portfolio value

The Investment Managers are not required to seek to
ensure that the Company’s cash resources are fully
invested at all tmes Accordingly, there may be tmes
when the Company holds cash or money market
instruments pending Investment

The Company currently invests n China “A” Shares
through the Investment Manager's QFII license and
through third parties who have a QFll facility

Unlsted securities

The Company 1s permitted o Invest up to 5% of Gross
Assets in unlisted securities iIssued by, and other interests
in, entities carrying on business, or which have significant
interests, in China or Hong Keng

There were no investments 1n unbisted secunties dunng
the penod to 31 March 2011

Borrowing, geanng policy and denvatives
The Board considers that lang term capital growth can
be enhanced through the use of borrowing

The Board 1s responsible for the level of gearing in the
Company and reviews the position on a regular basis

The Company may borrow up to 25% of NAV and the
Board has adopted the po'icy that the Gross Asset
Exposure of the Company, whether from borrowing or
denvatives, will not exceed the NAV of the Company by
maore than 30%

The Company may use derivative instruments for
efficient portfolic management, gearing and hedging
They may also be used n order to achieve the
investment objective (1 e to enhance portfolio
performance}

The Gross Asset Exposure of the Company did not
exceed the 30% hmit dunng the penod to 31 March
20t

FOREIGN EXCHANGE HEDGING POLICY

The Company's financial statements are denominated n
sterling, while investments are made and realised in
currencies other than sterling, including Chinese
renmmb, Hong Kong daollars and US dollars It 1s not the
policy to hedge the underlying currencies of the
holdings in the portfoho but rather to take the currency
nsk into consideration when making investments

INVESTMENT IN OTHER INVESTMENT TRUSTS
LIMIT OF 15%

The Board has set a hmit of 15% on the proportion of the
Company'’s total assets that can be invested in the
secunties of other listed investment companies
{including Iisted investment trusis) which themselves do
not have stated investment policies
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The Board’s Policies

As at 31 March 2011 there were two such holdings
totalling 1 5% of the Company’s gross assets

PREMIUM & DISCOUNT MANAGEMENT

The Board recognises that the pnice of the shares aof the
Company 15 affected by the interaction of supply and
demand in the market as well as the NAV per share This
being the case, the market price of the shares may from
time to time, represent either a discount or premium

to NAY

The Board regularly rewews the difference between the
market price of the shares and the NAV per share, and
reserves the nght to manage the difference through the
powers granted by the shareholders of the Company

Dunng the penod to 31 March 2011, the Company
issued 38,750,000 ordinary shares through its share 1ssue
authorty

CORPQRATE ACTIVISM

The Board believes that the Company should, where
necessary, take an active interest in the affairs of the
companies n which it invests and that 1t should exercise
its voting nghts at their general meetings Unless there
are any controversial issues {which are then referred to
the Board), it delegates the responsibility for corporate
actvism and shareho!der voting to the Managers

Fidelity China Special Situstions PLC Annual Repart 2011
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Directors’ Report

The Directors have pleasure in presenting their report
together with the audited financial statements of the
Company for the penod ended 31 March 2011

The Company was incorporated in England and Wales
on 22 January 2010 under the registered number
7133583 and re-registered as a public imited company
on 24 February 2010

STATUS

The Company carries on business as an investment
company and intends to seek provisional approval as
such by HM Revenue & Customs under Section 1159 of
the Corporation Tax Act 2010 for the accounting period
to 31 March 2011, although this approval may be subject
to review should there be any subsequent enquiry
under Corporatton Tax Self Assessment The Brrectors
are of the opinion that the Company has conducted

its affairs in a manner which will satssfy the conditions

for continued approval as an investment company under
that Secuon

The Company Is not a close company and has no
employees The Company has given notice to the
Regtstrar of Companies of its intention to carry on
business as an Investment company as defined in
Section 833 of the Companies Act 2006 and operates
as such

BUSINESS REVIEW

INTRODUCTION

The Company 1s required to present a “Business
Review*, which provides a fair review of the Company's
principal nsks and uncertainties faced and includes an
analysis of the performance of the Company, both
duning the financial year and the position at the year
end, taking into account its objective, strategy and risks
and how these are measured using Key Performance
Indicatars ("KPls")

OBJECTIVE & STRATEGY

The primary objective of your Company ss ta enhance
shareholder value, achieved through long term capital
growth The Company aims to achieve this with an
actively managed portfolio of investments made up
primarily of secunties 1ssued by companies listed in
China ar Hong Keng and China related companies listed
elsewhere As part of the strategy the Board has
delegated the management of the investment portfolio
and certain other services to FIL investment
Management {(Hong Kong) Limited and FIL Investments
Internauonal The Investment Managers wilt aim to
achieve a capial return on the Company’s total assets
over the longer term i excess of the equivalent return
on the MSCI China Index, as expressed In stering

ACTMITY

The Company's activity 1s to pursue the objective
through operating as an mnvestment company A review
of the year's actvities and an indication of likely future
developments and the factors likely o affect this are
grven in the Chairman Statement on pages 3 and 4 and
in the Manager's Report on pages 5 to 7 The Board
supports these views

FIDELITY'S INVESTMENT MANAGEMENT
PHILOSCOPHY, STYLE AND PROCESS

Fidelity's distinctive investment approach 1s “bottom up”
stock ptcking - investng in companies on the basis of
their underlying strengths, facilitated by extensive
research capabilites

Fidelity has had a presence in Asia since 1969 and row
has offices in seven countries across the region, including
in three cives n maintand China and in Hong Kong

The Hong Kong office 15 Fidelity's second largest in the
region, with approximately 40 mvestment professionals,
ranging from analysts to portfolio managers Globally,
Fidelity has over 7,000 nvestment professionals and
research associates with a hands-on approach to
knowledge accumnulation

The analysts in the Hong Kong Investment team
evaluate companies, meet their managements and
nterpret the effects of international and local events
They contact hundreds of companies every week
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Directors’ Report

KEY PERFORMANCE INDICATORS ("KPls"}
Given the Company’s objective and strategy, the Board has identified the followang KPls agamst which performance
can be measured

For the penod 19 Apnl 2010 to 31 March 2011

Share price total return 10 00%
Net Asset Value total return 524%
Benchmark total return 330%

As at 31 March 2011

Premium to Net Asset Value 557%

PRINCIPAL RISKS AND UNCERTAINTIES AND RISK MANAGEMENT

The Board confirms that there 1s an ongoing process for identfying, evaluating and managing the pnncipal nsks faced
oy the Company The Baard, with the assistance of the Manager, has developed a nisk matnx which, as part of the
internal controls process, identifies the key nsks that the Company faces The matnx has identified strategic, marketing
and business development, nvestment management, company secretanial, fund administration and operations and
support function nisks The Board reviews and agrees policies for managing these nsks The process 1s regularly
reviewed by the Board in accordance with the FRC's "Internal Cantrol Revised Guidance for Directors an the
Combined Code” Risks are identified, reviewed and graded This procass, together with the policies and procedures
for the mitigatran of risks, 15 updated and reviewed regularly in the form of comprehensive internal contrels reports
considered by the Audit Commuttee The Board also determines the nature and extent of any nisks it 1s willing to take
in order to achieve its strategic objectives

The Board considers the following as the major speciic nsks for the Company

Top Risks Risk Mitigatron

Political and legislative change in The Board reviews material economic, market and legsslative changes at
China Emerging market nsk m China  each Board meeting An Investment Review report 1s also produced at each
meeting to assess the Company’s portfolio performance

Lass of reputation in the market place  Reputational risks are often the consequence of nsk events in another
category, such as investment performance, corporate gavernance rules or
requlatory issues The Board performs reviews of such nsks on a penodic

basis
Poor management of assets or long The Campany has a clearly defined strategy and investment rermit
term under-performance Performance 15 reviewed at each Board meeting, including performance

attribution and income forecasts There I1s a clearly defined management
agreement, and borrowing/derivative limits are also set by the Board

The Company 1s managed by a highly expenenced Portfolio Manager The
Asia Pacific Investment Management team supports the Portiolio Manager,
and the Asta Pacific Chief Investment Officer and the Board review
performance regularly

Key man nsk The Portfolio Manager has committed to manage the portfolio until at teast
2013 Succession plans will be develaped at an appropnate tme and in the
intenm there 1s an expenenced Asia Pacific Investment team in place
supporting him

Impact of Alternative Investment Fund  The Association of Investment Companies {“AIC") prowides regular bnefing

Managers {“AIFM”) Directive updates and these are reviewed by the Board Fidelity 15 also directly
involved in industry lobbying The AIFM Directive legrslation s stll being
developed but is likely to have a lesser impact on investment trusts than as
onginally drafted

Fidelity China Special Situations PLC Annual Report 2011

Page 19



Directors’ Report

Further nisks sdentified withun this matrix are

External nsks

Market risk

The Company’s assets consist mainly of listed secunties
m China and Hong Kong and the prnincipal isks are
therefore market related such as market recessions,
interest rate movements, deflaton/inflatien, terronsm
and protecuonism Risks to which the Company 1s
exposed and whrch form part of the market nsks
category are ncluded in Note 18 to the financial
statements an pages 47 to 52 together with summares
of the pohicies for managing these nsks These compnse
market price risk, foreign currency risk, interest rate nsk,
liquidity nsk, counterparty nsk and credit sk

The Company's fixed term, fixed rate loan facility was
renewed and increased to $150m in Apnl 2011 In
addition to traditional bank debt, the Company utilises
contracts for difference as a secondary gearing
mechanism

The Campany relies an a number of main service
prowders, including principally the Managers, Registrar
and Custodians The Investment Managers are members
of a privately owned group of companies on which a
regular report is provided to the Board The Managers,
Registrar and Custodian are subject to regular audits by
the internal audit team and the other service providers’
own internal controls reports are receved by the Board
and any concerns investigated

Risks related to PRC

Investing n an emerging market such as the PRC
subjects the Company to a higher level of market nisk
than investment in 3 more developed market This s due
10, among other things, the existence of greater market
volatslity, lower trading volumes, the nsk of political and
economic nstability, legat and regulatory nsks, risks
relating to accounting practices, disclosure and
settlement, a greater nisk of market shut down, and more
governmental imitations on foreign investment than are
typically found in developed markets

Share price risk

The Board 15 not able to control the prices at which the
Company's ordinary shares trade, they may not reflect
the value of the underlying investments However, t can
have an influence in the market by maintaining the
profite of the Company through an active marketing
campaign and, under certain arcumstances, through
repurchasing or 1ssuing shares

Internal risks

Investment management

The Board relies an the Manager's skills and judgement
to make investment decisions based on research and
analysis of indmidual stocks and sectors The Board
reviews the performance of the portfolio against the
Campany’s benchmark and competitors and the outlook
for the market with the Investment Managers at each

Board meeting The emphasts is on long term
investment performance and the Board accepts that by
targeting long term results the Company nsks volatlity m
the sharter term

Currency nisk

The Company's total return and balance sheet are
affected by foreign exchange movements because the
Company has assets and income which are denominated
in US dollars and HK dollars whilst the Company's
reparting currency 15 sterling While it 1s the Company's
policy nat to hedge currency, the fact that borrowings
are in US dollars and the contracts for difference are in
HK dollars means that part of the mvestment portfolio
funded by borrowing 1s naturally hedged against
changes in the exchange rates Further details can be
found in Note 18 to the financial statements on pages 47
to 52

Governance, operational, financial, compliance,
administration etc

While 1t 1s believed that the likelihood of poor
governance, comphance and operational administration
by other third party service providers is low, the financial
consequences could be senous, including the associated
reputational damage to the Company Your Board 15
responsible for the Company's system of internal
controls and for reviewing its effecuveness Details of this
process are provided in the Corporate Governance
Statement within this Annual Report

Financial and financial instrument risks

The financial nstrument risks faced by the Company are
shown in Note 18 to the financial staternents on pages
47 10 52 Other nisks monitored on a regular basts
include dervative positiens, which are subject to daily
monitenng, together with the Company's cash position

Environmental, employee, social and community
matters

The portfolio 1s managed by FIL Investment
Management (Hong Kong) Limited The Company has
no employees and all of its Directors are non-executve
The Company's day to day activities are carned out by
third parties There 2re therefore no disclosures to be
made in respect of employees The Board fully endorses
Fidelty’s strong procedures which are involved in the
making of its nvestments

The Company has no premises, consumes no electneny,
gas or diesel fuel and consequently does not have a
measurable carbon footprint The Secretary and Unhsted
Investment Manager, FIL Investments International 1s
registered with the Carbon Reduction Commutment
Energy Efficiency Scheme administered by the
Environment Agency

The Company’s financial reports are printed by a
company which has recerved accreditations for is
environmental awareness and further detalls of this may
be found on the back cover of this report
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Financial reports and other publicly available
documentation are also avalable on the Company’s
website www fidelity co uk/its Details about Fidelity’s
own community nvolvement may be found on 1ts
website, www fidelity ca uk

DIRECTORS’ REPORT - GENERAL

All appointments to the Board, elections, re-elections
and replacements of Directors take place i accordance
with the Campanies Act and the Company’s Articles of
Association Details of the Directors who served in the
penad to 31 March 2011 are set out on pages 14

and 15

During the period, the entire Board was appointed and
as such all Board members are subject to election at the
forthcoming Annual General Meeting Informauon on
the process of appointment, election and replacement of
Dwrectors 1s included in the Corporate Governance
Statement

On 1 March 2011, Douglas Naismith resigned from the
Board and Gary Shaughnessy was appointed as a non-
executve Director of the Company Mr Shaughnessy s
also Managing Director of Fidelity International's UK
Defined Contribution and Retall business

Mr Shaughressy 1s an Executive Duector of Fil
Investments international a member of the FIL Limited
Group of Companies

No Director has a contract of service with the Company
and no contracts existed during or at the end of the
financial periad in which any Director was matenally
interested and which were significant in relation to the
Company's business except as disclosed in relation to
Mr Shaughnessy’s interests in the Management
Agreement There have been no other related party
transactions requiring disclosure under International
Accounting Standard 24

The interests of the Directors and FIL Limited in the
ordinary shares of the Company as at 31 March 2011 are
shown on page 22

DIRECTORS AND OFFICERS' LIABILITY
INSURANCE

In addition to benefits enjoyed under the Manager's
global Directors and Officers’ hability insurance
amangements, the Company maintains insurance cover
for its Directors under its own policy as permitted by the
Companies Act 2006 Directars are also covered by the
Director iIndemnity provisions in accordance with the
Articles of Association as approved by the shareholders

ARTICLES OF ASSOCIATION
Any amendments to the Company’s Artcles of
Association must be made by special resolution

SUBSTANTIAL SHARE INTERESTS

As at the date of this report, 47 6% of the issued
ordinary share capital was held by investors in the
Fidelrty Individual Savings Account and the Fidelity
Investment Trust Share Plan As at the date of this report
naotihcation had been recewved of the following interests
in 3% or more of the vating nghts and/or 1ssued ardinary
share capnal of the Company

Substantial shareholders %
FIL Limited? 47 72

' Direct holding on own account (6 45%} and mdwect holdings
for Fidehty’s 15A and Share Plan clients (41 27%} Holdings as at
31 March 2011

An analysis of ordinary shareholders as at 31 March 2011
1s detailed in the table below

% of 1ssued
share capital

Analysis of ordinary shareholders
as at 31 March 2011

Private shareholders! 4017
Institutions and wealth managers 5087
Insurance companies 420
Pension companies 282
Other 194

! Ingludes Fidelity Share Plan and ISA nvestors

SHARE CAPITAL

The Company’s share capital comprises ordinary shares
of 1 penny each As at 31 March 2011 the total number
of shares in ssue was §56,404 480 (at launch
460,000,000) Each share cames one vote Deadiines for
the exeraise of voting nights and details of arangements
by which someone other than the shareholder can
exercise voting nghts are detalled in the Notes to the
Notice of Meeting on pages 53 ta 55 The Company’s
ordinary shares have a premium listing on the London
Stock Exchange

SHARE I1SSUES

During the period since launch the Company ssued a
1otat of 38,750,000 erdinary shares under its share 1ssue
authority and 166,250,000 "C” Shares of 100 pence
each, which were subsequently converted into
157,654,480 new ordinary shares on 1 March 2011

Since 31 March 2011, the Company has issued a further
6,250,000 ordinary shares of 1 penny each

The Board will be seeking shareholder approval at the
forthcoming Annual General Meeting to grant the Board
the authonty to issue shares and disapply pre-emption
nghts
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Shares held at!

Shares held 31 March

at launch 2011 Changes?
John Owen 40,600 53,433 12,833
Nichotas Bull 50,000 65,804 15,804
Dawid Causer 50,000 45,804 15,804
Peter Pleydell-Bouvene 45,000 59,224 14,224
Gary Shaughnessy n/a 66,393 n/a
Doug'as Naismith - - -
FIL Limited 32,000,000 42,666,666 10,666,666

' No changes to shareholdings since 31 March 2011

2 Pue to “C* Share ssue

POLITICAL AND CHARITABLE DONATIONS
The Company has not made any political or chantable
donations during the penod

PAYMENT OF CREDITORS

The Company’s principal supplier 15 the Investment
Manager who 1s paid in the manth following the end of
each calendar quarter, n accordance with the terms of
the Management Agreement {detailed below}

The Company's policy for the period to 31 March 2011
and 31 March 2012, for all supplers, 15 to fix terms of
payment when agreeing the terms of each business
transaction 1o ensure that the supplier 1s aware of these
terms and to abide by the agreed terms of payment
The Caompary did not have any trade creditors in the
year under review and to date Other suppliers are paid
in accordance with the indivdual payment terms agreed
with them

MANAGEMENT COMPANY

Duning the period 1o 31 March 2011, the investments of
the Company cther than in unhisted securibes were
managed by FIL Investment Management (Hong Kong}
Limited, who provided portfolio management services to
the Company pursuant 1o the Investment Management
Agreement dated 25 February 2011

The investments of the Company's unlisted securities are
managed by FIL [nvestments International, who provided
portfelio management services to the Company
pursuant to the Discretionary Investment Management
Agreement dated 5 January 2011

For the period to 31 March 2011, the respective
Management Agreements provided for an annual
management fee of 1 5% of the net asset value of the
Company which totalled £7,492,000 In addition the
Investment Managers are entitled to an annual
Performance Fee of 15% of any change in NAV
attributable to performance which 1s more than 2%
above the returns on the MSCI China Index, subject to 2
maximum Performance Fee payable in any year equal to

1 5% of the anithmetic mean of the value of assets with
valuations calculated at the end of each month during
the year Any outperformance above this cap will be
carred forward {f the Company underperforms, the
underperformance must be made good before any
further Performance Fee becomes payable Forthe
penod to 31 March 2011, no performance fee was
payable

in addition, FIL investments International provided
accounting, administrative and secretaral services to the
Company pursuant to the Secretanal Services
Agreement dated 25 February 2010 under which the
Company has agreed to pay a secretarial fee of up to
£600,000 per annum, payable quarterly in arrears For
the penod to 31 March, a secretanial fee of £568,000 was
payable

The Management Engagement Committee has rewewed
the performance of the Investment Managers - taking
into consideration those items in the Corporate
Governance Statement on pages 25 to 30 of this Annual
Report The Committee concluded that it was in the
interests of shareholders that the Management
Agreements should continue The Investment Manager
also prowides certain services, ncluding marketing and
admunistration, In connection with the Fidelity
Investment Trust Share Plan and the Fidelity ISA under
an agreement dated 19 February 2010

RESPONSIBILITY AS AN INSTITUTIONAL
SHAREHOLDER

The Board has adopted the Manager's Principles af
Ownership in relation to nvestments These Principles
include the pursuit of an active investment policy
through portiolio management decisions, voting on
resolutions at general meetings and mantaining a
continuing dialogue with the management of investee
companies The Manager, in its Prnciples of Ownership,
expressly declares that it supports the Financial
Reporting Council's Stewardship Code settmg out the
responsibilities of insttutional shareholders and agents
Further detarls of the Manager's Principles of Ownership
and voting may be found at www fidelity co uk

SOCIALLY RESPONSIBLE INVESTMENT

The Manager’s primary objective 15 to produce supenor
financial returns for the Company's shareholders It
believes that high standards of corporate social
responsibility {"CSR”) make good bustness sense and
have the potential to protect and enhance investment
returns Consequently, its Investment process takes
social, environmental and ethical iIssues into account
when, in the Manager's view, these have a material
impact on either nvestment risk or return

ANNUAL GENERAL MEETING

THIS SECTION IS IMPORTANT AND REQUIRES
YOQUR IMMEDIATE ATTENTION

If you are in any doubt as to the actron you should take,
you should seek your own personal financtal advice from
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your stockbroker, bank manager, solicitor or other
financial adwser authonsed under the Financial Services
and Markets Act 2000

The Board is recommending to shareholders resclutions
which give the Directors’ authonty to allot secunties in
the Company The authonties sought by these
resolutions are to provide the Directors with the flexibibty
to issue further ordinary shares if they deem 1t
appropriate to do so However, these authonties wil
expire on the date of the next Annual General Meeting
("AGM™} in 2012 By law, directors are not permitted to
allot new shares (or to grant nghts over shares) unless
authonsed 1o do so by shareholders

Resolution 11 provides the Directors with a general
authority to allot securities in the Company up to an
aggregate nominal value of £662,654 If passed, this
resalution will enable the Directars to allot a maximum of
66,265,400 ardinary shares which represents
approximately 10% of the ssued ordinary share capital
of the Company as at 17 June 2011 The Divectors would
not Intend to use this power unless they cansidered that
it was in the interests of shareholders to do so

Resolution 12 15 a special resolution disapplying pre-
emption nights and granting authonty ta the Directors,
without further specific shareholder approval, to make
allotments of equity secunities for cash by way of (a}
nghts issues and {b} other 1ssues up to an aggregate
nominal value of £662,654 (approximately 10% of the
issued ordinary share capital of the Company as at

17 June 2011)

Resclution 13 1s a special resolution which, if approved,
will renew the Company's authonty to purchase up to

14 99% of the number of ordinary shares in 1ssue on

17 June 2011 for cancellation Purchases of ordinary
shares will be at the discretion of the Board and within
guidelines set from ume to tme by the Board in the light
of prevailing market conditions Purchases will only be
made 1n the market at prices below the prevaling net
asset value per share, thereby resulting in an increased
net asset value per share

Recommendation The Board considers that each of the
resalutions is Iikely to promote the success of the
Company and 1s in the best interests of the Company
and its shareholders as a whole The Directors
unanimously recommend that you vote in favour of the
resolutions as they intend to do in respect of therr own
beneficial holdings

CORPQRATE GOVERNANCE

Full details are given in the Corporate Governance
Statement which forms part of the Directors’ Report, on
pages 25 to 30

AUDITOR'S RIGHT TO INFORMATION

As required by Section 418 of the Companies Act 2006
the Drrectors in office as at the date of this report each
confirm that, so far as they are aware, there 1s no relevant

audit information of which the Auditor 1s unaware and
aach Director has taken all the steps that cught to have
been taken as a Director to make themselves aware of
any relevant audit infarmation and to establish that the
Auditor 1s aware of that nformation

AUDITOR'S APPOINTMENT

A resolution to reappoint Grant Thornton UK LLP as
Auditor to the Company will be propased at the
forthcoming AGM together with a resolution to authorise
the Directors to determine the Auditor's remuneration

GOING CONCERN

The Company's business activities, together with the
factors likely to affect its future development,
performance and postion are set aut in the Business
Review on pages 18 to 21 The financia! position of the
Company, its cash flows, iquidity position and borrowing
facilities are described in the Financial Statements and
Notes thereto on pages 33 to 52

The Company's objectives, policies and processes for
managing its capital, financial nsk management
abjectives, details of financial instruments and 1ts
exposures to credit and hquidhity nsk are also set out on
pages 1% and 20 and i the Notes to the Financial
Statements an pages 47 to 52

The Company's assets consist mainly of secunities which
are readily realisable and, where outsourcing
arrangements are In place, alternative service providers
are readily avallable As a consequence, the Directors
believe that the Company is well placed te manage its
business nsks successfuily despite the cument uncertain
economic outlook

The Board receives regular reports from the Investment
Managers and the Directors have a reasonable
expectanon that the Company has the adequate
resources to continue In operational existence for the
foreseeable future Thus they continue to adopt the
going concern basis of accounting in preparing the
annual financia! statements

By Order of the Board

FIL Investments Internatonal
Secretary

17 June 2011
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Statement of Directors’ Responsibilities

The Directors are respansible for preparing the annual
report and the financial staterments in accordance with
applicable law and regulations Company law requires
the Directors to prepare financial statements for each
financial period Under the law they have elected to
prepare the financial statements in accordance with
International Financial Reporting Standards as adopted
by the EU (IFRS)

The financial statements are required by law to give a
true and fair view of the state of affairs of the Company
and of the profit or loss for the penod In preparing
these financial statements the Directors are required to

+ select suitable accountung policies and then apply
themn consistently,

+ mazke judgements and estimates that are reasonable
and prudent,

» state whather applicable IFRS have been followed,
subject to any matenal departures disclosed and
explained n the finanaial statements, and

« prepare the financial statements on the going
concern basis unless 1t is Inappropnate to presume
that the Company will continue in business

The Directors are responsible for ensunng that adequate
accounting records are kept which disclose with
reasonable accuracy at any time the financial position of
the Company and to enable them to ensure that the
financial statements comply with the Companes Act
2006 They are also responsible for safeguarding the
assets of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and
other iregulanties

Under applicable law and regulations the Directors are
also responsible for prepanng a Directors’ Report,
including a Business Review, a Dhrectors’ Remuneration
Report and a Corporate Governance Statement that
comply with that law and those regulations The
Directors are responsible for the maintenance and
wntegrity of the corporate and financial infermation
included on the Company’s pages of the Manager’s
website www fidelity co uk/its Visitors to the website
need to be aware that legislation n the United Kingdom
governing the preparation and dissemination of the
financial statements may differ from legislation in their
Junisdhictions

We confirm that to the best of our knowledge the
financial statements, prepared in accordance with the
applicable set of accounting standards, give a true and
fair view of the assets, habiliies, financial position and
prafit or loss of the Company, and the Directors’ Report
includes a fair review of the development and
performance of the business and the position of the
Company together with a description of the prncipal
nsks and uncertainties it faces

Approved by the Board on 17 June 2011 and signed on

its behalf

John Owen
Charrman
17 June 2011
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Corporate Governance Statement

The Company 1s commatted to high standards of
corporate governance Accordingly, the Board has put in
place a framework for corporate governance which it
believes 1s appropnate for an investment trust company
This Corporate Governance Statement forms part of the
Directors’ Report

ASSOCIATION OF INVESTMENT COMPANIES
CODE

The Board has considered the principles and
recommendations of the Association of Investment
Companies’ Code of Corporate Governance {the "AIC
Code"), by reference to the AIC Corporate Governance
Guide (the “AlC Guide”) The AIC Code, as explained in
the AIC Guide, addresses all of the principles set out in
Section 1 of the Combined Code as well as setting out
additronal principles and recommendations on issues
that are of speasfic relevance to the Company The Board
considers that reporting against the principles and
recommendations of the AIC Code and by reference to
the AIC Guide (which incorporates the Combined Code)
will provide better mformation to shareholders The AIC
Code and AIC Guide may be found on the AIC's website
www theaic co uk

The Board 15 accountable to the Company's shareholders
for good governance and considers that the Company
has complied with the recommendations of the AIC
Code, and therefore has met its obligations 1n relation to
Section 1 of the Combined Code and associated
disclosure requirements of the Listing Rules except as set
out below

The Combined Code includes provisions relating to

+ the role of the chief executive

» executive directors’ remuneration

¢ the need for an internal audit function

For the reasons set out in the AIC Guide and in the
preamble to the Combined Code, the Board considers
that these provisions are not relevant to the Company,
beng an externally managed nvestment company The

Company has therefore not reporied in respect of these
provisions

THE BOARD AND ITS COMMITTEES
THE BOARD

The Board of Directors has overall responsibility for the
Company's affairs and for promoting the long term
success of the Company All matters which are not
delegated 1o the Company’s Managers under the
Management and Secretanal Services Agreements are
reserved for the Board’s decision Matters reserved for
the Board include, amongst other things, decisions on
strategy, management, siructuse, capital, share wssues,
share repurchases, geanng, financial reporting, nsk
management, nvestment performance, share price
discount, corporate governance, the appomiment of the
Company Secretary and Board appointments The
Company’s mvestment pobicy 1s detailed on page 16

The Board currently consists of five Directors, four of
whom are ;ndependent of the Managers

Mr Shaughnessy 1s an employee of Fidelity and 15 not
deemed to be independent The independent Directors
are considered to be free from any relationship which
could maternally interfere with the exercise of ther
independent judgement and are able to allocate
sufficient ume to the Company to discharge therr
respensibiltes fully and effectively

The independant Directors form the membership of the
Audit Committee, Management Engagement
Committee and Investment Committee and the full
Board form the membership of the Nemination and
Remuneration Committee

The Board considers that it meets sufficiently regularly to
ehscharge 1ts duties effectively and the table on page 26
gwves the attendance record for the meetings held
durning the penod
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Figures indicate those meetings for which each Director was eligible 1o attend and attended in the period Regular
Board meetings exclude procedural meetings held to discharge, for example, formal approvals

Management
Regular Neormination Audit Engagement
Board Committee Committee Commistee
Meetings Meetings Meetings Meetings
John Owen 4/4 171 2/2 111
Nicholas Bull 4/4 171 2/2 M
David Causer 4/4 ifal 212 172l
Peter Pleydell-Bouvene 4/4 iTAl 22 N
Gary Shaughnessy* nfa nfa nfa nfa
Douglas Naismith? a/4 11 n/a n/a

1 appownted on 1 March 2011
2 resigned on 1 March 2011

SENIOR INDEPENDENT DIRECTOR

The Board appointed Nicholas Bull as Senior
independent Director on 26 October 2010 The Semor
Independent Director fulfils the role as a sounding board
for the Chairman and as intermediary for other non-
executive Directors where necessary

BOARD COMPOSITION

The Board consists of Directors who between them,
have good knowledge and wide expenence of business
in Asia and of investment trusts The Directors believe
that the Board has an approprate balance of skills,
experience, independence, knowledge of the Company
and length of service to discharge its duties and provide
effective strategic leadership and proper govemance of
the Company

Biographical details of all Directors including their
relevant directorships are given on pages 14 and 15 of
this report

The Board ensures that it canducts its business at all
times with only the interests of the shareholders 1In mind
and independently of any other associatians it meets at
least four times a year, including an annual meeting in
China at which the Board has the opportunity to meet
the investment team led by Anthony Bolten

Between these meetings there is regular contact with the
Managers Other meetings are arranged as necessary
Addmonally, Board Committees and sub-groups meet to
pursue matters referred to them from the Board and the
Chairman I1s in contact with the other Directors regularly
without representatives of the Managers being present

CHANGES TO THE BOARD

All appointments to the Board and replacements of
Directors take place in accordance with the Companies
Act and the Company’s Articles of Association The
Company complies with the requirements of the AIC
Code in respect of appointments to the Board The
Nomination and Remuneration Commiittee 15 responsible

for identfying possible candidates for consideration by
the Board Whilst the independent Directors take the
lead 1n the appontment of new Directors, any proposal
for a new Director will be discussed and approved by the
entire Board External consultants may also be used to
identify potential candidates Details of the changes to
the Board which have taken place dunng the penod and
since the perod end are outlned m the Directors’ Report
on page 21

TRAINING

Upon appointment, each Director is provided with all
relevant information regarding the Company and
receives traning on the nvestment operations and
administration functions of the Company, together with a
summary of therr duties and responsibibties In addition,
a new Directar will receive an induction, spending time
with representatives of the Managers whereby he or she
will become familiar with the various processes which the
Managers considers necessary for the performance of its
duties and responsibilities to the Company The
Company's policy 1s to encourage Directors to keep up
to date and attend traming courses on matters which are
directly relevant to therr involvement with the Company
and the Charman reviews and agrees development and
training needs with each Director and the Senor
independent Drrector will do hikewise for the Chairman
The Directors also recewve regular briefings from,
amongst others, the AIC, the Company's Auditor and the
Company Secretary regarding any proposed
developments or changes in law or regufations that
affect the Company and/or the Directors

PERFORMANCE EVALUATION

A formal and rigorous annual process for the evaluation
of the Board, ts Committees and 1is Directors is in place
and undertaken at the June Board meeting every year
ahead of the Annual General Meetng This will take the
form of written questionnaires and, if appropriate,
interviews The review of the performance of the
Chairman 1s fed by the Senior Independent Director on
an annual basis
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The Company Secretary and Portfolio Manager will afso
participate in these processes to provide all-round
feedback to the Board The results of these evaluations
will be 1ssued to and discussed by the Board The
process Is considered to be constructive in terms of
dentifying areas for mproving the functioning and
performance of the Board and action will be taken on
the basis of the results

The Board 1s considenng seeking externally facihtated
evaluation for future years

ELECTION AND RE-ELECTION

All the Directors will stand for election by the
sharehalders at the next Annual General Meeting
following therr appontment The Directors retire

by rotatian and offer themselves for re-election by
shareholders every three years Directors who serve
on the Board for more than nine years are subject to
annual re-election

The Nominatian and Remuneration Committee has
cansidered the performance and contnbution to the
Company of each Director and concluded that n each
case they have been effective and that they continue to
demonstrate commitment to their roles Accordingly, the
Committee has recommended therr continued service
and this has been endorsed by the Board as a whole
which recommends the election of the entire Board at
the forthcoming Arnual General Meeting to
shareholders

The names of Directors submitted for election are
accompamed by sufficient biographical detalls to enable
shareholders to make an informed decision The terms
and conditions of appointment of Directors are available
for inspection at the registered office of the Company
and will be available prior to the forthcoming Annual
General Meeung

DIRECTORS REMUNERATION

Levels of remuneration are competitve and sufficrent to
attract and retatn the standard of Directors needed 1o
manage the Company successfully The Company
Secretary prowides information on comparatve levels of
Directors’ fees to the Board in advance of each review
The leve! of Directors’ fees is determined by the
Nomination and Remuneration Commuttee within the
lim#t governed by the Articles of Association Directors’
fees are disclosed fully in each Annual Report (see the
Directors' Remuneration Repert on page 31)
Shareheldings by Directors are encouraged and the
Directors' share interests are disclosed in the Directors’
Report on page 22 The Directors do not receive
performance related remuneration

THE COMPANY SECRETARY

The Company Secretary 1 a corporate secretary The
appointment of the Company Secretary Is a matter for
the Board as 2 whole The Directors have access to the
advice and services of the Company Secretary through

its appointed representatve, Christopher Pirnie, who 1s
responsible to the Board for ensuring that Board
praocedures are followed and that applicable rutes and
regulations are complied with The Directors also have
the ability to take independent professional adwvice, if
necessary, at the Company’s expense The Company
mantains Directors and Officers’ hability insurance

The Board of Directors discharges certaim of #s corporate
governance responsibiliues through four Committees

THE AUDIT COMMITTEE

The Audit Committee consists of all the independent
Directors, and Mr Causer charrs this Committee as the
Board believes 1t appropnate for him to do so given his
financial background and expernence as chairman of an
audit committee The Committee cansiders that
collectively the members of the Cammittee have
sufficient recent and relevant financial experience to
discharge its responsibilities fully

The Committee’s authonty and dutees are clearly defined
m its written terms of reference which are available on
the Company’s pages of the website

www fidelity co uk/china

The Audit Committee of the Board meets formally twice
a year and with the Auditor at least twice a year to
review thase and other appropriate matters A sub-
commuttee of the Audit Commuttee consisting of the
Audit Committee Chairman and the Senior Independent
Director meets regularly to review matters of an

ad hoc nature

The members of the Audit Committee are David Causer
({Charrman}, John Gwen, Nicholas Bull and Peter
Pleydell-Bouvene

The Audit Commuttee discharges its responsiblizies in a
number of ways, including as set out below

* Reviewing the Company's draft annual and intenm
financial staterents prior to Board approval and
reviewing the scope and results of the audi including
external Auditor's report on the annual financial
statements,

* Reviewing the apprapnateness of the Company's
accounting policies,

+ Rewviewing and appraving the audit fee,

+ Reviewing the external Auditor's terms of
engagement,

* Reviewing the extemal Auditor’s plan for the audit of
the Company’ financial statements,

* Reviewing the extemal Auditor's quality control
procedures,
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* Reviewing and menitoring the effectiveness and cost
of the externat audit process and the external
Auditor’s independence and objectvity, with
parteular regard to the provision of non-audit
services taking into consideration relevant UK
professional and regulatory requirements and to
consider the risks assocrated with audit firms
withdrawing from the market,

= Reviewing the overall services provided by the
Company's external Auditor and alternative audit
services available,

= Considering the scope of work undertaken by the
Investment Manager's internat audst department,

+ Reviewing the Investment Manager’s report on
intemal controls and reporting to the Board, and

= Considenng whether the Company needs an internal
audit function given that the Company delegates its
day to day aperations to third parties

THE NOMINATION AND REMUNERATION
COMMITTEE

The Nomination and Remuneration Committee consists
of all the Directors Mr Owen, Chairman of the Company,
also chairs this Committee The Commuttee 1s charged
with nominating new Directors for consideration by the
Board of Directors, and subsequent approval by
shareholders It believes that the best way of ensuning
that the Board as a whole and each independent
Director indvidually carry out their duties in an
independent manner, imespective of the interests of the
Investment Managers, 1s to ensure that the search for,
the interview of and recommendation to the Board of a
candidate 1s entiraly controlled by this Committee

The Nomination and Remuneration Committee also
considers the re-election of Directers who are retinng
by rotatson

The Committee also concems nself with the
remuneration of the Directors, considering the Directors
roles and the responsibility and time involved In carrying
these duties out efflecuvely It also makes itself aware of
the directors’ fees of other investment trust companies
and other comparable entiies The level of remuneration
of the non-executive Directors 1s set by the Nommation
and Remuneration Committee

This Commuttee meets on an annual basis and as and
when required, makes recommendations to the Board
where appropnate The members of the Nomination and
Remuneration Committee are John Owen (Chasrman),
Nicholas Bull, David Causer and Peter Pleydell-Bouvene

The Commuttee’s terms of reference are available for
inspection at the Company’s registered office and are
included on the Company's pages of the website
weww fidelity co uk/china

THE MANAGEMENT ENGAGEMENT
COMMITTEE

The Management Engagement Committee consists of
all the independent non-executive Directors, and

Mr Owen, Chairman of the Company, also chairs this
Committee The Commuttee 1s charged with reviewing
and monitoring the performance of the Investment
Managers and the Secretary in respect of their contracts
and the fees they are paid This Committee meets at
least once a year and reports to the Board of Directors,
making recommendations where appropnate

The level of remuneration of the Investment Managers
and the Secretary 1s determined by the Management
Engagement Committee, it relates to the investment
management function carried cut by the Investment
Managers, on which a percentage of the funds under
management is paid, where a performance fee 15 due,
and to the administratve furction carned out by the
Secretary The Board 1s mindful that the amounts paid to
the Investment Managers and to the Secretary should be
sufficient to ensure that both the Investment Managers
and the admiristrators within the Secretary who are
engaged to look after the Company's affairs are highly
skilted and that those individuals should be duly focused
on the Company’s business

The criteria which are taken inte consideration in
reviewing the performance of the Investment Managers
and the Secretary include those set out below

¢ Quality of team — the skills and particular experence
of the teams involved m managing all aspects of the
Caompany’s business,

+ Commument of the Investment Managers to the
investment trust business generally and to the
Company in particular,

= Managing the portfolio of the Company, investment
management, portfolio management skils,
expenence and track record and other mvestment
related considerations Running and controlling the
adrninistration, the accounting and the company
secretanal function,

* Shareholder relations - shareholder information and
relations, discount and prermium managerment, and

* Marketing ~ commitment to and execution of
actvities designed to secure sustanable demand
from potential long term investors

The Committee’s terms of reference are available on the
Company's pages of the website
www fidelity co uk/china

THE INVESTMENT COMMITTEE

The Investment Committee consists of all the
independent non-executive Directors and one
representative of the Unlisted Investment Manager, with
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the requisite investment expernence, attends on an
advisory basis Mr Pleydell-Bouvene chairs this
Committee as the Board bel:eves 11 appropriate for him
to do so given his extensive investment experience

The Commuttee considers that collectvely the members
of the Committee have sufficient recent and relevant
investment and financial experience to discharge its
responsibilities fully The Carmmittee 15 charged with
reviewing and monitoning the on-going performance of
the investments, discussing with the Investment
Managers the strategy for the investment portfolios,
reviewing all investments including pre-IPC
oppertunities, and reporting ta the Board ona

periodic basts

The Committee meets no less than once a year and at
such other times as the Chairman of the Committee shall
require

FINANCIAL REPORTING

Set out on page 24 s a statement by the Directors of
their responsibilities in respect of the financial
statements The Auditor has set out in their reporting
responsibilities within the Independent Auditor’s Report
on page 32 The Board has a responsibility to present a
balanced and understandable assessment of annual and
Intenm reports, Interim management statements, other
price sensitive public reports, as well as to provide
information required to be presented by statutory
requirements Al such reports are reviewed and
approved by the Board prior to their issue to ensure that
this responsibility 15 fulfilled

INTERNAL CONTROLS

The Board s responsible for the Company's system of
internal controls and for reviewing its effectiveness The
\dentification, contral and evaluation of risk 15 formulated
by a series of quarterly iInvestment performance reparts,
a regular internal controls report and quarterly
compliance reports as provided by the Managers

The system of internal cantrols 1s designed to manage
rather than ebminate nsk of faillure to achieve business
objectives and can only provide reasonable, but not
absolute, assurance against matenal misstatement

or loss

The Board has contractually delegated to external
agencies, including the Managers, the management of
the mvestment portfolio, the custodsal services (which
include the safeguarding of the assets), the registration
services and the day-to-day accounting and Company
Secretarial requirements Each of these contracts was
entered into after full and proper consideration by the
Board of the quality and cost of services offered
including the control systerns in operation i so far as
they relate to the affairs of the Company

The Board, assisted by the Managers, has undertaken
regular nsk and controls assessments The business nisks
have been analysed and recorded m a nisk and internal

controls report which 1s regularly reviewed The Board
has reviewed the need for an intemal audit function The
Board has decided that the systems and procedures
employed by the Managers, mcluding 1ts internal audit
function and the work carmed out by the Company's
external Auditor, provide sufficient assurance that a
sound system of internal control, which safeguards
shareholders’ investments and the Company's assets, 1s
mantained Anintemal audit function, specific to the
Company, 1s therefore considered unnecessary The
Audit Commuttee has received and reviewed the report
on the effectveness of the internal cantrols maintained
on behalf of the Company and mests the Manager's
Internat Audit representative at least twice a year The
Chairman of the Audit Committee has direct access to
the Manager's Head of Internal Audit and vice versa

The Board also receves each year from the Managers a
report on its internal controls which includes a report
from the Managers' reporting accountants on the control
procedures in operation around the investment
managetment and administration processes By means of
the procedures set out above and in accordance with the
Financial Reporting Council’s Intemal Control Revised
Guidance for Directors on the Combined Code”, the
Directors have established an ongoing process for
identfying, evaluating and managing the significant risks
faced by the Company and have reviewed the
effectiveness of the internal control systems throughout
the penod 1o 31 March 2011 This process continued to
be in place up to the date of the approval of these
financial statements and (s expected to remam in place
for the coming year

WHISTLE-BLOWING PROCEDURE

Part of the Managers' role In ensuring the provision of a
good service pursuant to the Management Agreement
sncludes the ability for employees of Fidelity to raise
concerns through 2 workplace concerns escalation policy
{or “whistle-blowing procedure”) Fidelity has advised
the Board that it is committed to prowiding the highest
level of service to its customers and to applying the
highest standards of qualtty, honesty, integsity and
probity The am of the policy 1s to encourage employees
and others working for Fidelity to assist the Company in
tackling fraud, corruption and other malpractice within
the organisatien and In setting standards of ethical
conduct This policy has been endorsed accordingly

SHAREHOLDERS

The Chairman 1s responsible for ensunng that all
Directors are made aware of shareholders’ concerns and
the Chatrman, the Senior Independent Director and
other Durectors are avallable to meet with major
shareholders to discuss strategy and governance The
Board regularly monitors the shareholder profile of the
Company and liaises with the Managers and the
Company's broker to canvass shareholder opinion and
commuricate Its views to shareholders The Board aims
to provide the maxsmum opportunity for dialogue
between the Company and shareholders It believes that
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the Company's institutional shareholders have proper
access to the Managers at any tme and to the Board
they so wish If any shareholder wishes to contact 2
member of the Board directly they should contact the
Company Secretary whose details are given on pages 14
and 60

All shareholders, particularly indwidual shareholders, are
encouraged to attend the Annual General Meating at
which there will be a presentation of the period's results
and the forthcoming year’s praspects, followed by the
opportunity to meet representatives of the Managers
and the Board

Except where a poll is called, all resolutions at the
Annual General Meeting are dealt with on a show of
hands The proxy voting results are counted, are
avatlable to the meeting and are disclosed in the
Company's page of the Managers website

{www fidelity co uk/its)

The Notice of Meeting on pages 53 to 55 sets out the
business of the Annual General Meeting A separate
resolution 1s proposed on each substantially separate
issue including the annual report and financial
statements The Chairman of the Board and the other
members of the Board, will be available to answer
questians at the Annual General Meeting The Notice of
the Annual General Meeting and related papers are sent
to shareholders at least 20 working days before the
meeting

DISCLOSURE AND TRANSPARENCY RULES
Other information required to be disclosed pursuant to
the Disclosure and Transparency Rules s set out in the
Directors’ Report on pages 18 to 23 because 1t 1s
information which refers to events that have taken place
dunng the course of the year The following 1s a hist of
that information

Directors’ shareholdings

Directors and Officers’ liability insurance
Substantial share interests

Share capital

Share issues

Going concern

On bebhalf of the Board

John Cwen
Chairman
17 June 2011
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This report has been prepared in accordance with
Sections 420 - 422 of the Companies Act 2006 in
respect of the pericd ended 31 March 2011 An ordinary
resolution for the approval of this report will be put to
the members at the forthcoming Annual General
Meeting The law requires the Company's Auditor to
audrt certain parts of the disclosures provided Where
disclosures have been audited they are indicated as
such The Auditor's opinion i1s included in 1ts repart on
page 32

REMUNERATION COMMITTEE

The Board of Directors 1s comprised solely of non
executive Directars and has established a Nomination
and Remuneration Committee This Commiitee meets
annually and as and when required At s annual
meeting it determinas the fees paid to Directors

REMUNERATION

The Company's Artic’es of Association limit the
aggregate fees payable to each Director to £50,000 per
annum Subject to this, the Nomimation and
Remuneration Committee makes recommendations to
the Board regarding the level of Directars’ fees, having
regard to their duties and responsibiliies, to therr ime
commutments, to therr potential liabilities (both financial
and reputational) and finally to levels of fees in the
nvestment trust ndustry generally it 1s ntended that this
policy will continue for the year ended 31 March 2012
and subsequent yaars

DIRECTORS' SERVICE CONTRACTS

No Directar has a service contract with the Company
New Directors are pravided with a letter of appointment
which, amongst other things, provides that their
appointment is subject to the Compames Act and the
Articles of Association of the Company The Company
does not make payments to Directors on termination or
compensation upon early termination of appomtment

COMPANY PERFORMANCE

The Company's performance has been measured against
the MSCI China Index (in sterling terms) as this 1s the
most appropnate benchmark in respact of its nvestment
objective of long term capital growth

DIRECTORS' REMUNERATION PER ANNUM

Annual

Board Fee

Chairman £40,000
Senior Independent Director £30,000
Chairman of the Audit Committee £30,000
Chairman of the Investment Committee £30,000
Director £25,000

REMUNERATION OF DIRECTORS (audited)

Since appomntment

date 4 February 2010 Notes
John OQwen £46,167
Nicholas Bull £31,059
David Causer £34,625
Peter Pleydell-Bouvene £34,625
Gary Shaughnessy - Warves his
Director’s fee
and appointed

on 1 March 20113

Douglas Naismith - Wawed his
Director’s fee

and resigned on

1 March 2011

Total £146,476

No Director received bonuses, taxable expenses, compensation for loss of office or non-cash
benefits for the peniod ended 31 March 2011

On behalf of the Board

O o8-

John Owen
Chairman
17 June 2011
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independent Auditor’s Report to the Shareholders of
Fidelity China Special Situations PLC

We have audited the financial statemnents of Fidelity
China Special Situations PLC for the penod ended

31 March 2011 which compnse the Income Statement,
the Statement of Changes in Equaty, the Balance Sheet,
the Cash Flow Statement and the related notes The
financial reporting framework that has been applied in
therr preparation 15 applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the
European Union (EU)

This report 1s made solely to the Company's
Shareholders, as a body, in accordance with Chapter 3 of
Pan 16 of the Companies Act 2006 Our audit work has
been undertaken so that we might state to the
Company’s Shareholders those matters we are required
to state to them i an auditor's report and for no other
purpase To the fullest extent permittad by law, we do
not accept or assume responsibility to anyone other than
the Company and the Company’s Shareholders as a
body, for our audit work, for this repon, or for the
opinions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITOR

As explained more fully in the Statement of Directors’
Responsibilites set out on page 24, the Directors are
responsible for the preparation of the financial
statements and for being satisfied that they give a true
and faw view Our responsibility 1 to audit and express
an opinion on the financial statements n accordance
with applicable law and International Standards on
Audsting (UK and lreland) Those standards require us to
camply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL
STATEMENTS

A descnption of the scope of an audnt of financial
statements 15 provided on the APB's website at
www frc arg uk/apb/scope/private cfm

OPINION ON FINANCIAL STATEMENTS

In our opiion the financial statements

* gwve a true and far view of the state of the
Company's affairs as at 31 March 2011 and of ts
profit for the penod then ended,

+ have been properly prepared n accordance with IFRS
as adopted by the EU, and

* have been prepared i accordance with the
requirements of the Companies Act 2006

OPINION ON OTHER MATTERS PRESCRIBED BY
THE COMPANIES ACT 2006

In our opinion

* the part of the Directors’ Remuneration Report 1o be
audited has been properly prepared in accordance
with the Companies Act 2006, and

» the information given in the Directors’ Report for the
reporting pencd for which the financial statements
are prepared 1s consistent with the financial
staternents

MATTERS ON WHICH WE ARE REQUIRED TO
REPORT BY EXCEPTION
We have nothing to repart in respect of the fellowing

Under the Companies Act 2006 we are reguired to
report to you If, in our opinion

» adequate accounting records have not been kept,
or returns adequate for our audit have not been
recewved from branches not visited by us, or

« the financial statements and the part of the
Directors’ Remuneration Report to be audited are
not in agreement with the accounting records and
returns, or

* certain disclosures of Directors’ remuneration
specified by law are not made, or

» we have not receved all the information and
explanations we require for our audit

Under the Listing Rufes, we are required to review

* the Directors’ statement, set out on page 23, in
relation to going concern,

¢ the part of the Corporate Governance Statement
relating to the Company’s compliance with the nine
provisions of the June 2008 Combined Code
specified for our review, and

* certan elements of the report to the Shareholders by
the Board on Directors’ remuneration

Marcus Swales

Senior Statutory Auditor
for and on behalf of Grarlt Thornton UK LLP
Statutory Auditor, Chartered Accountants
London

17 June 2011
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Income statement for the period from 19 Apnl 2010 to 31 March 2011

Notes
Revenue
Investment income 3
Other income 3
Net derivative income 3
Total income
Gains on investments designated at farr value through profit or loss 10
Losses on denvatve instruments held at far vatue through profit or loss L
Foreign exchange losses on other net assets 16
Faoreign exchange gans on bank loans 16
Total income and gains
Expenses
Investment management fee 4
Other expenses 5
Profit before finance costs and taxation
Finance costs
Interest on bank loans &
Profit before taxation
Taxation 7
Net profit after taxation for the perod
Earnings per ordinary share 8

revenue capital total
£1000 £'000 £000
9,447 - 9,447
23 - 23

30 - 30
9,500 - 2,500
- 3277 32377
- z21y (21
(3%} (313) {552}

- 3.004 3,004
2.461 22,457 31,918
{3.744) (3,746) (7.492)
(2.435) - (2,435)
3280 18711 21,99
(523) (523)  {1,044)
2,757 18,188 20,945
(426} - (426}
2,331 18,188 20,519
047p  367p  414p

The Company does not have any income or expense that 1s not included in the net profit for the penod Accordingly the net profit
after taxation for the peniod is also the total comprehensive income for the penod and ne separate Statement of Comprehensive

Income has been presented

The total column of this statement represents the Income Statement of the Company and 15 prepared n accordance with IFRS The
revenue and capiial columns are supplementary and presented for informatton purposes as recommended by the Statement of
Recommended Practice 1ssued by the Association of Investment Companies

All of the profit and total comprehensive income 15 attributable to the equey shareholders of the Company There are no minority

nterests

All temns 1n the above statement denve from continuing eperations No operations were acquired or discontinued in the penod

The Company was incorporated on 22 January 2010 and operations commenced when its shares were listed on the London Stack

Exchange on 19 April 2010

The Notas on pages 37 to 52 form an integral part of these financial statements
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statement Of Changes il'l EqUity for the peniod from 19 Apni 2010 to 31 March 2011

Proceeds from offer for subscription and placing

Fees and expenses of the offer for subscription
and placing

Cencellation of share premium account!
Issue of ordinary shares
Additional share listing costs?

Proceeds from "C* share offer and placing

Fees and expenses of the "C” share offer and placing

Net profit after taxation for the perod

Equity shareholders’ funds at 31 March 2011

Notes

15,16

16
16
15,16
16
15,16
16
16

share

share  premium ather capttal  revenue toal
capital  account reserve reserve reserve equity
£'000 £000 £'000 £000 £'000 £000
4,600 455,400 - - - 460,000
- (3.168) - - - (3,168

- (452,232) 452,232 - - -

387 42,262 - - - 42,649

- (200) - - - (20G)
1,577 164,673 - - ~ 166,250
- (2,087 - - - {2,087}

- - - 18,188 231 20,519
6,564 204,648 452,232 18,188 2,331 683,963

' Court approval was given on 21 Aprd 2010 for the Company's share premium account to be cancelled As a result £452 232 000 was transferred to the

ather reserve account This 1s a distnbutable reserve

2 Costs associated with block listing application fees charged by the London Steck Exchange

The Company was incorperated an 22 January 2010 and operations commenced when its shares were listed on the London Stock

Exchange on 19 Apnl 2010

The Notes on pages 37 to 52 form an integral pant of these financial statements
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Balance Sheet .. .31 vorcn 2011

Company No 7133583

Notes £000

Non current assets
Investrnents designated at fair value through profit or loss 10 720,287
Current assets
Denvatwve assets held at far value through profit or loss 1 2,729
Amounts held at futures clearing houses and brokers 3,280
Other recevables 12 7.388
Cash and cash equivalents 25,184

38,581
Current lizbilities
Derwvatwe habilibes held at fair value through profit or loss " (1,582)
Bank loan 13 (62,013}
Other payables 14 (11,310)

{74,905}
Net current habilities (36,324)
Net assets 683,963
Equity attributable to equity shareholders
Share capital 15 6,564
Share premium account 16 204,648
Other reserve 16 452,232
Capital reserve 16 18,188
Revenug reserve 16 2,331
Total equity shareholders’ funds 683,963
Net assot value per ordinary share 17 104 20p

The financial statements on pages 33 to 52 were approved by the Board of Directors on 17 June 2011 and were signed on its
behalf by

ST

John Owen
Chairman
17 June 2011

The Company was ncorparated on 22 January 2010 and cperations commenced when its shares were listed on the London Stock
Exchange on 19 April 2010

The Notes an pages 37 to 52 form an integral part of these financeal statements
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caSh FlOW statement for the pertod from 1% Apnt 2010 to 31 March 2011

£000
Operating activities
Cash inflow from investment income 7,736
Cash outflow from net denvative income (26)
Cash inflow from other income 21
Cash outflow from Directors’ fees {105)
Cash outflow from cther payments (6,645)
Cash outflow from purchase of investments {1,066,951)
Cash outflow from purchase of dervatves (16,857)
Cash infiow from sale of investments 380,884
Cash inflow from sale of denvatives 3,499
Cash outflow from amounts held at futures clearing houses and brokers {3,280)
Net cash outflow from operating activities before servicing of finance (701,724)
Serviang of finance
Cash cutflow on interest on bank loans (1,040}
Net cash outflow from operating activities and servicing of finance (702,764)
Financing activities
Cash inflow from the offer for subscription and placing 450,000
Cash inflow from the 15sue of ordinary shares 42,649
Cash inflow from the “C" share offer and placing 166,250
Cash gutflow from the costs of the offer for subsenption and placing {3.168)
Cash outflow from the costs of the i1ssue of ordinary shares {200
Cash outflow from the costs of the “C" share offer and placing {2,087
Cash inflow from bank loan 62,013
Net cash inflow from finanaing activities 725,457
Increase In cash and cash equivalents 22,693
Reconciliation of cash and cash equivalents
Net cash inflow from cash and cash equivalents 22,693
Effect of foreign exchange gains 2491

Cash and cash equivalents at the end of the pencd 25,184

The Company was incorporated on 22 January 2010 and operations commenced when its shares were listed on the London Stock
Exchange on 1% Apnil 2010

The Notes on pages 37 to 52 form an integral part of these financial statements
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Notes to the Financial Statements

PRINCIPAL ACTIVITY

The pnncipal actvity of the Company 1s that of an iInvestment trust company within the meaning of Section 1158 of the
Corperation Tax Act 2010

ACCOUNTING POLICIES

The Company's annual financial statements for the period from 19 April 2010 to 31 March 2011 have been prepared in
accordance with International Financial Reporing Standards (*IFRS"), to the extent that they have been adopted by the European
Umion, and with the Association of Investment Companies (“AIC™) Statement of Recommended Practice (*SORP*} The
accounting policies adopted in the preparation of these financial statements are summansed below

All of the Company's activities are intes-related and each actwity 1s dependent on the others Accordingly, all significant operating
decisions are based upon analysis of the Company as one segment and therefore segmental information 1s not required

a) Basis of accounting — The financial statements have been prepared on 2 going concemn basis and under the histoncal cost
convention, except for the measurement at fair value of investments and denvative assets and habilities, and on the assumption
that approval as an Investment trust will be granted

b} Changes in accounting policy and disclosures — Az the date of authonsation of these financial statements, the following
Standards and Interpretations were 1n ssue but not yet effectve

* [FRS 9 Financral Instruments {effective 1 January 2013),
» Disclosures — Transfers of Financial Assets - Amendments to IFRS 7 (effective 1 July 2011), and
« Deferred Tax Recovery of Underlying Assets — Amendments 1o 1AS 12 Income Taxes (effective 1 January 2012)

It 1& anticipated that the adoption of these Standards and Interpretatians in future penods will have no matenal financial impact on
the financiat statements of the Company However, additional disclosures may be necessary and will be considered on therr
application

¢) Presentation of the Income Statement - In order to better reflect the activities of an mvestment trust company and in
accordance with guidance 1ssued by the AIC, supplementary nformation which analyses the Income Statement between items of
a revenue and capital nature has been prepared alongside the Income Statement In accordance with the Company’s status as a
UK investment company under Section 833 of the Companies Act 2006, net capital retums may not be dhstnbuted by way of
dividends Addwmionally, the net revenue 1s the measure the Directors beleve appropnate in assessing the Company’s compliance
with certain requirements set out In Section 115% of the Corperation Tax Act 2010

d) Revenue - Income from equity investments 1s credited 1o the Income Staternent on the date on which the nght to receve the
payment Is established, normally the ex-dividend date Where the Company has elected to receive its dividends i the form of
additional shares rather than cash, the amount of the cash dwvidend foregone 1s recognised as income Any excess in the value of
the shares receved over the amount of the cash dividend foregene 1s recogrised as a gain in the capital column of the Income
Statement

Where appropnate certain dervatives, such as contracts for difference, are used Income derved from these 1s included in the
revenue column in the Income Statement

e} Speaial dividends - Special dividends are treated as a revenue receipt or a capial receipt depending on the facts and
arcumstances of each particular case

f) Expenses and finance costs - All expenses are accounted for on an accruals basis and are charged as follows

« Any performance fee due Is allocated entirely to capital, as the Board believes it reflects capital performance of the Company’s
investments,

= The investment management fee and finance costs are allocated equally between revenue and caprtal, and

s All other expenses are allocated in full to revenue with the exception of those diectly attnbutable to share issues
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Notes to the Financial Statements

9} Taxation — The taxation expense represents the sum of taxauon currently payable and deferred taxaton

Taxation currently payable is based on taxable profit for the peniod Taxable profit differs fromn profit before taxation as reported in
the Income Statement because it excludes tems of Income or expense that are taxable or deductible in other years and 1t further
excludes items that are never taxable or deductible The Company’s hability for current taxation 1s calculated using taxation rates
that have been enacted or substantially enacted by the balance sheet date

Deferred taxation 1s the taxation expected so be payable or recoverable on differences between the camrying amounts of assets
and habilities in the financial statements and the comresponding taxation bases used in the computation of taxable profit, and 1s
accounted for using the balance sheet liability method Deferred taxation liabilities are recogrised for all taxable temporary
differences and deferred taxation assets are recognised to the extent that it 1s probable that taxable profits will be avallable
against which deductble temporary differences can be uthsed Investment companies which have approval as such under section
1158 of the Corperation Tax Act 2010 are nat liable for taxaton on capital gains

The carrying amount of deferred taxation assets Is reviewed at each balance sheet date and reduced to the extent that st is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recavered

Deferred taxation is calculated at the taxation rates that are expected to apply in the period when the habiity 1s settled or the
asset 1s realised Deferred taxation 1s charged in the Income Statement, except when #t relates to tems charged or credited
directly to equity, n which case the deferred taxation 1s also dealt with in equity

h) Fareign currency — The Directors, having regard to the currency of the Company’s share capital and the predomunant currency
in which (ts investors operate, have determned the functional currency to be sterling Transactions denominated in foreign
currencies are calculated in sterling at the rate of exchange ruling as at the date of the transactions Assets and liabilites in foreign
currencies are translated at the rates of exchange ruling at the balance sheet date Alf capital gains and losses, including
exchange differences on the translation of foreign currency assets and habilities, are dealt with in capstal reserve

) Valuation of nvestments — The Company’s business is nvesting n financial assets with a view to profiting from thew total return
in the form of income and capital growth This portfolio of financial assets 1s managed and wts performance evaluated on a fair
vatue basis, in accordance with a documented investment strategy, and infarmation about the portfolio s provided internally on
that basis to the Company’s Board of Directors and other key management personnel Accordingly, upon initial recognition the
investments are designated by the Company as “at farr value through profit or loss” They are included inwially at fair value, which
15 taken to be their cost Subsequently, the nvestments are valued at “fair value”, which 1s measured as bid or last prices
depending on the convention of the exchange on which they are listed, where available, or otherwise at fair value based on
published price quotations

in accordance with the AIC SORP the Company includes transaction costs within investment movements and has dhsclosed them
in Note 10 on page 43

1) Derwative instruments — Where appropnate, certain permitted transactions involving denvative instruments are used
Dervatve transactions into which the Company may enter include forward currency contracts, CFDs, futures and options, and are
measured at farr value The fair value is the quoted trade price for the contract

Where such transactions are used 1o ncrease portiolio retumns, if the circumstances support this, then the income and expenses
denved from them are included tn net denvative incorne wia the revenue column of the Income Staternent Where such
transactions are used to protect or enhance capital, f the circumstances support this, the gains and losses derved from them are
included in losses on dervative instruments held at fair value through profit or loss via the caprtal column of the Income
Statement Any positions on such transactions open at the penod end are reflected in the Balance Sheet at therr far value within
current assets and current labilities

Premiums received on written options are taken to capital and are recognised within the gams/{losses) on dervative instruments
via the capital column of the Income Statement

CFDs are measured at fair value which 15 the difference between the settlement price and the value of the underlying shares in the
contract All gains and losses m the fair value of the CFDs are included in losses on denvative instruments held at fair value
through profit or loss in the capital return column of the Income Staternent and are calculated in accordance with accounting
poticy 2(1)

Income receved from dnidends on CFDs and derivative expenses related to them are included in the revenue column of the
{ncome Statement
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Notes to the Financial Statements

k) Cash and cash equivalents - Cash comprises cash at bank Cash equivalents are short term highly hquid investments that are
readily convertible to known amounts of cash and that are subject to an insignificant nsk of changes in value

I) Loans — Loans are nmially included in the financial statements at cast, being the far value of the consideration receved, net of
any 1ssue costs relating to the borrowing After initial recognition, the loans are measured at amortised cost using the effective
interest rate method The amortised cost 15 calculated by taking into account any issue costs and any discount or premium on
settlement

m) Capital reserve — The following are accounted for i capital reserve

» Gains and losses on the dispasal of investments, mcluding derwvatives,

» Changes in the farr value of investments, including derwvatives, held at the perod end,
* Foreign exchange gans and losses of a capital nature,

+ Performance fee,

* 50% of tha mvestment management fee,

* 50% of finance costs, and

» Dividends receivable which are capital in nature

As a result of techrical guidance by the Institute of Chartered Accountants in England and Wales in TECH 02/10 "Distnbutable
Profits”, changes in farr value of nvestments which are readily convertble to cash, without accepting adverse terms at the balance
sheet date, can be treated as realised Capital reserves realised and unrealised are shown in aggregate as capital reserve in the
Statement of Changes in Equity and the Balance Sheet At the balance sheet date all Investments held by the Company were
listed on a recognised stock exchange and were considered to be readily convertble 1o cash

n) Dividends — Dividends payable to equity shareholders are recognised when the Company's obhgation to make payment s
established

o) Shara 1ssue costs — Costs incurmed directly In relation to the offer for subscription and placing of ordinary shares and the
“C* share offer together with additional share listing casts have been deducted fram equity All other costs not directly
attrbutable to the share issues have been charged to revenue

31031
£:000
INCOME
Income from investments designated at fair value through profit or loss
Overseas dividends 8,783
QOverseas scnp dwvidends 664
9,447
Other income
Deposit interest 12
Income from Fidelity Institutional Liquidity Fund plc "
23
Net denvative income
Income recewed on long CFDs 68
Less expenses paid on long CFDs (38)
30
Total income 9,500
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Notes to the Financial Statements

3103
£000
4 INVESTMENT MANAGEMENT FEE
Investment management fee charged to revenue 3,746
Investment management fee charged to capital 3746
7492
Under the Investment Management Agreements between the Company, FIL Investment Management (Hong Kong) Limited and
FIL Investments International ("the Managers”}, the Managers have agreed to provide investment management services for an
annual fee equal to 1 5% of the net asset value ("NAY"} {exctuding mvestment in the Fidelity Instiutional Liquidity Fund plc)
payable quarterly in arrears and calculated on the last business day of March, June, September and December in
each year
In addition, the Investment Managers are entitled 1o an annual performance fee of 15% of any change (n the NAV attrbutable to
performance which 1s more than 2% above the returns on the MSCI China Index subject to a maumum performance fee payable
in any year equal to 1 5% of the arthmetic mean of the value of net assets calculated at the end of each month during the year
Any outperformance above this cap will be carned forward If the Company underperforms 2% above the returns on the M5CI
China Index In any year, the underperformance must be made good before any further performance fee becomes payable in
future years Both the NAV and the MSCI China Index will be calcutated on a total return basis, and the NAY will be based on the
weighted average numnber of shares in issue
For the penod from 19 April 2010 10 31 March 2011, although the NAV outperformed the Index 1t did not do so by more than
2% Therefore, no performance fee 1s payable
31031
£000
5 OTHER EXPENSES
AIC fees 16
Custody fees 187
Directors’ expanses 34
Directors’ fees* 146
Legal and professional fees 144
Marketing expenses 167
Printing and publication expenses 114
Regstrars' fees 56
Secretarial and administration fees 568
Other expenses 36
Costs incurred on the offer for subscription and placing charged to revenue 910
Fees payable to the Independent Auditar**
Review of the Intenm Report 9
Provision for the audit of the Annual Report 33
Review of denvatives charter and contracts 15
2435

*  Details of the breakdown of Directers fees are provided on page 31 within the Directors Remuneration Repart

** In addition the independent Auditor receved £15 000 for senvces related 1o the offer for subscrption and placing and £35 000 for services
related to the “C~ share offer Both amounts have been deducted from equity and are included within the costs disclosed in note 16 on page
45
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Notes to the Financial Statements

3103 N
£000
6 FINANCE COSTS
Interest on bank loans repayable within one year
Charged to revenue 523
Charged to capital 523
1,046
3103InN no3In 310N
revenue capital total
£000 £000 £000
7 TAXATION
a) Analysis of the taxation charge in the period
Overseas taxation (Note 7b) 426 - 426

b} Factors affecting the taxation charge in the penod

The taxation assessed for the penod is lower than the standard rate of corporation tax in the UK for an investment trust company

of 28%

A reconcilration of the standard rate of UK Corporation Tax to the taxation charge is shown below

Profit before taxation

Profit before taxation muluplied by the standard rate of
UK corporation tax of 28%

Effects of

Gains on Investments not taxable*

Income not included for taxation purposes
Expenses not allowable

Excess expenses for the penod

Overseas taxation expensed

Overseas taxation

Taxation charge (Note 7a)

3103 N 303N 3to3n
revenue capital total
£'000 £'000 £'000
2,757 18,188 20,945
72 5,093 5,865

- {6.288) (6,288)
(2.425) - (2.425)
259 - 259
1,414 1,195 2,611
(22) - (22)

426 - 426
426 - 426

*  Investment trust compantes are exempt from taxabion on capdal gans if they meet the cntena set out n Section 1159 of the Corporaon Tax Act

2010

¢} Deferred taxation

A deferred taxation asset of £2,545,000 in respect of unutiised expenses at 31 March 2011 has not been recognised as it 1s
unlikely that there will be sufficient future taxable profits to utilse these expenses
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Notes to the Financial Statements

310311 31031 3non
revenue capital total
8 EARNINGS PER ORDINARY SHARE

Earnings per ordinary share G47p 367p 4 14p

Earnings per ordinary share are based on the revenue net profit after taxation in the penod of £2,331,000, the capital net profit
after taxation in the peniod of £18,188,000 and the total net profit after taxation in the period of £20,519,000 and on 495,842,187
ordinary shares being the weighted average number of ordinary shares in issue during the period

303N
£'000
¢ DIVIDENDS
Dnndend proposed
Final dvidend proposed for the penod ended 31 March 2011 1,657

The Directors have proposed the payment of a final dividend of 0 25 pence per ordinary share for the peniod ended
31 March 2011 with a payment date of 5 August 2011 to shareholders on the register at the close of busimess on 22 July 2011
{ex dwidend date 20 July 2011)

Page 42 Fidelity China $pecial Siiuauons PLC Annual Repart 2011




Notes to the Financial Statements

noIn
£000
10 INVESTMENTS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS
Listed overseas 720,287
Movements for the period 19 Apnl 2010 to 31 March 2011
Purchases at cost 1,075,592
Sales — proceeds (387.482)
Sales - realised gans 7,483
Movement in investment holding gains in the period 24,694
Closing farr value of investments 720,287
Closing book cost 695,593
Closing investment holding gains 24,694
Closing fair value of investments 720,287
Net gains on investments
Gains on sales of investments 7,483
investment holding gains in the penod 24,6594
32177

—_—

The portfolio turnover rate for the period was 129 6%, including the imual investment of the funds raised through the Offer of
Subseription and Placing and the *C” Share Offer

Cost of investment transactions
Transaction costs are ncurred in the acquisition and disposal of nvestments These are included in the gains on investments
designated at fair value through profit or lass in the capital column of the Income Statement The total costs are as follows

Purchases 2,387
Sales 790
3177
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Notes to the Financial Statements

310311
£000
11 DERIVATIVE INSTRUMENTS HELD AT FAIR VALUE THROUGH PROFIT OR LOSS
Losses on derrvative instruments held at fair value through profit or loss in the penod
Realsed gams on forward currency contracts 2,060
Realsed losses on futures (8,314)
Realised iosses on options (5,262)
Realised gans on CFDs 225
Closing investment holding gains on forward currency contracts 508
Closing Investment holding gains on futures 502
Closing investment holding lesses on options {1,509
Closing investment holding losses on CFDs 19
(12,211
303N 310311
gross asset
faur value expaosure
£'000 £'000
The fair value and gross asset exposure of the derivative instruments were
Long CFDs (12%) 38,127
Short CFDs (290) (3,466)
Forward currency contracis 508 508
Futures 502 18,735
Options 556 {10,764)
1,147 43,140
Fair value of denvatives recogrised in the Balance Sheet
Denvative assets recognised at fair value through profit or foss 2,729
Denvative habilities recognised at fair value through profit or loss {1,582)
1,147
o3n
£000
12 OTHER RECEIVABLES
Secunties sold for future settlement 6,602
Accrued income 652
Other receivables 134
7,388
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310311
£000
13 BANK LOAN
Tranche A fixed rate unsecured bank Joan @ 1 63% per annum, repayable on 6 Apnl 2011 40,012
Tranche B fued rate unsecured bank loan @ 1 88% per annum, repayable on & Apnt 2011 22,001
62,013
On 19 Apnl 2010, the Compary entered mto a 364 day revolving credit facility for HKS 775,000,000 This facility was
renegotiated on 1 Apn! 2011, inte a 364 day revolving credit facility for US$ 150,000,000
3103 M
£000
14 OTHER PAYABLES
Secunties purchased for future settlement 7977
Other payables 3,333
11,310
31031
£000
15 SHARE CAPITAL
Issued, allotted and fully paid *
460,000,000 ordinary shares of 1 penny each 1ssued at launch an 19 Apnl 2010 4,600
38,750,000 ordinary shares of 1 penny each issved between 20 Aprit 2010 and 31 March 2011 387
157,654,480 ordinary shares of 1 penny each ssued on 1 March 2011 following conversion of the "C" shares™ 1,577
End of the penod
656,404,480 ordinary shares of 1 penny each at 31 March 2011 5,564

——

The ardinary shares ansing on conversion of the "C” shares ranked and still rank pari passu with the ordinary shares then in 1ssue

A further 6,250,000 ordinary shares have been issued by the Company for a total consideration of £6,984,000 since 31 March
2011 Following this share 1ssue the number of ordinary shares in issue 1s 662,654,480

*  On 19 February 2010, 1o enable the Company to re-register as a Public mited Company under Section 90 of the Comparnies Act 2006, 50 000
fully pard redeemable shares were allotted to the Investment Manager for 100 pence per share The 56,000 shares were redeemned in full for
£50,000 on admission on 19 Apnl 2010

*+ On 28 February 2011, the Company 1ssued 166,250,000 “C* shares of 100p each which converted nto 157,654 480 ordinary shares of 1 penny
each on the same day The conversion raug was 0 9483 (being the net proceeds of the “C" shares of 97 50p per share divided by the net asset
value of the ordinary shares af 102 82p per share on 28 February 2011) which meant that a holder of 1,000 “C* shares receved 948 ordinary
shares
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share
premium other capital revenue
account reserve reserve reserve
£'000 £000 £:000 £000

16 RESERVES

Beginning of the period - - - -
Proceeds from offer for subseription and placing 455,400 - - -
Fees and expenses of the offer for subscripuien and placing (3,168) - - -
Cancellation of share premium account (452,232) 452,232 - -
Issue of ordinary shares 42,262 - - -
Additional share Iisting costs (200) - - -
Proceeds from “C" share offer and placing 164,673 - - -
Fees and expenses of the "C* share offer and placing (2,087) - - -
Gains on nvestments for the period - - 32177 -
Losses on dernvative mnstruments for the penod - - (12,211} -
Foraeign exchange losses on ather net assets - - {513) -
Foreign exchange gamns on bank loans - - 3,004 -
Investment management fee charged to capital - - (3.746) -
Interest on bank loan charged to capital - - {523) -
Net profit after taxation for the period - - - 233
End of the period 204,648 452,232 18,188 2,331

17

The share premium account was created at launch and represented the amount by which the proceeds from the offer for
subscrption and placing, less the associated costs, exceeded the nomnal value of the ordinary shares ssued Court approval was
given on 21 April 2010 to cancel the account and as a result £452,232,000 was transferred to the other reserve Subsequently, the
Company 1ssued 38,750,000 ordinary shares in separate issues from uts block listing facility and 157,654,480 ordinary shares
resulting from Its “C” share 1ssue The amount by which the proceeds from these issues, less the associated costs, exceeded the
nominal value of the ardinary shares ssued 1s reflected in this account It 1s not distrbutable

The other reserve was created on 21 Apnl 2010 when Court approval was given for the share premium account at that date to be
cancelled As a result £452,232,000 was transferred from the share premium account to the other reserve Itis distributable by
way of dividend and it can be used to fund share repurchases

The capital reserve reflects any gains or losses on nvestments and derivatives in the penod along with any increases and
decreases in the fair velue of imvestments and dervatves and any other Income and costs recognised in the capital column of the

Income Statement [t is not distnbutable by way of dividend, however, it can be used to fund share repurchases

The revenue reserve reflects all income and costs which are recognised in the revenue column of the Income Statement Itis
distributable by way of a dwidend

NET ASSET VALUE PER ORDINARY SHARE

The net asset value per ordinary share 1s based on net assets as at 31 March 2011 of £683,963,000 and on 656,404,480 ordinary
shares, being the number of ordinary shares in issue at that date
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18 FINANCIAL INSTRUMENTS

Management of risk

The Company's investment activities in pursuit of its investment objective mvolve certain inherent nsks The Board confirms that
there 1s an angoing process for dentifying, evaluating and managing the principa! nisks faced by the Campany The Board, with
the assistance of the Managers, has developed a nisk matrix which, as part of the internal control process, identifies the
operational nsks that the Company faces Risks identified are strategic, marketing and business development, investrment
management, company secretanal, fund administration and aperations and support function nsks Risks are idenufied and graded
in this process, tagether with the mitigation of nisks, and are updated and reviewed on an ongoing basis Key nsks identified fall
Into two broad categones The first, external nsks, are stockmarket, share price and discount and the second, internal nsks, are
portfolio and governance, operational, financial, compliance, adminsstration etc

This Note 1s incorporated in accordance with IFRS7 “Financial Instruments Disclosures” and refers to the wdentfication,
measurement and management of nsks potentially affecting the value of financial instruments

The Company’s financral instruments comprise
+ Equity shares and equity hnked notes,

* Denvative instruments which comprise CFDs, forward currency contracts and futures and options wnitten on stocks and equity
mdices,

* Cash, liquid resources and short term debtors and creditars that anse from its eperations, and
* Bank borrowings

The risks dentified by IFRS 7 ansing from the Company's financial instruments are market price nsk (which comprises other price
nsk, interest rate nsk and foreign currency nisk), iquidity nsk, counterparty nsk and credit nsk The Board reviews and agrees
palicies for managing each of these nsks, which are summarnised below These policies have rematned unchanged since the
beginning of the accounting penod

Market price nisk

Other price nisk

Other price nsk anses mainty from uncertainty about future prices of financial instruments Iz represents the potenual ioss the
Company might suffer through price movements in its investment pos:tions

The Managers are responsible for actively monitoning the portfolio selected in accordance with the overall asset allocation
parameters described abave and seeks to ensure that ndivdual stocks meet an acceptable nsk/reward profile Other price nisks
ansing from derwative positions, manly to do with underlying exposures, are estimated using Value at Risk and Stress Tests as set
out in accordance with the Company's Dervative Risk Measurement and Management Documant

The Board meets quarterly to review the asset allocation of the portfolio and the nsk associated with particular ndustry sectors
within the parameters of the Investment objective

Interest rate risk

The Company finances its operations through share capital raised In addition, financing was provided by a 364 day revolving
credit facility for HK$ 775,000,000, or the equivalent amount in other currencies entered into on 19 Apnl 2010 This facility was
amended on 1 Apri 2011 into 2 364 day revolving credt facility for US$ 150,000,000, or the equivalent in other currencies The
Company 1s exposed, therefore, to a far value interest rate nisk ff merest rates change

Interest rate risk profile of financial assets and liabilities

The Company 1s exposed to cash flow nterest nsk on farward currency contracts, cash at bank and amounts held at futures
clearing houses and brokers The Company was exposed to a fair value interest rate nsk on the fixed rate bank ioan of

US$ 99,500,000 at 31 March 2011 The net exposure to ferward currency contracts 15 shown in Note 11 on page 44 and cash at
bank and amounts held at futures clearing houses and brokers are shown in the Balance Sheet on page 35
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Foreign currency risk

The Company’s total return and balance sheet can be affected by exchange rate movements because the Company has assets

and income which are denominated in currencies other than the Company'’s base currency which is stering
Three principal areas have been identified where foreign currency nsk could impact the Company

* movements in exchange rates affecting the value of investments and the bank loan

+ movemenis in exchange rates affecting short term uming differences

* movements In exchange rates affecting income receved

The Cormpany might also be subject to short term exposure from exchange rate movements, for example between the date when

an investment 1s bought or sold and the date when settlement of the transaction eceurs Income denominated in foreign

currencies 1s converted to sterling on receipt

Financial assets

The Company’s financial assets comprise equity Investments, derivative Instruments, short term debtors and cash The currency

profile of these financial assets as at 31 March 2011 15 shown below

Chinese renminbt
Hong Kong doltar
Korean wen
Japanese yen
Singapore dollar
Tawan dollar

UK sterling

US dollar

investments dernvatives
designated held at
at fair value fair value
through through other other
profitorloss  profit or loss recewables assats* total
£'000 £'000 £000 £'000 £000
- 529 - - 529
493,845 i,644 4,648 25,655 525,812
8,125 556 10 - 8,691
16,322 - 23 - 16,345
7.495 - - - 7,495
1,632 - 204 - 3,645
4,676 - 136 2,809 7,621
188,172 - 557 - 188,729
720,287 2,729 7.388 28,464 758,868

*  Other assets compnise amounts held at futures cleaning houses and brakers and cash and cash equivalents

in addition, the Company had open forward currency contracts at 31 March 2011, to self US$ 279 million for renminby

1,830 million
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Financial habihties

The Company finances its investment activities through its ordinary share caputal, reserves and borrowings

The Company’s financial iabilihes compnse denvative instruments, bank loans and other payables

The currency profile of these financial labilities as at 31 March 2011 1s shown below

denvatives

held at

fair value

through bank other
profit or loss loans payables total
£000 £000 £000 £000
Hong Kong dollar 1,561 - 5241 6,802
UK sterling - - 3,313 3313
US dollar 21 62,013 2,756 64,750
1,582 62,013 11,310 74,905
Liquidity risk

The Company's assews compnse readly realisable securities to meet funding commitments as necessary Short term flexibility 15
achieved by the use of averdraft facilities as required Details of the Company’s berrowing facilities are explamed in Note 13 on
page 45 to the financial statements

Counterparty risk

All secunties and derivative instruments are transacted with brokers and carry the nsk that the counterparty to a transaction may
not meet its financial obhgations All counterparties for any type of trading are assessed by the credit research and analysis
function of the Managers Exposures to counterparties are monitored by the Manager Margin on exchange-traded denvatives
mitigates counterparty nisk exposure In accordance with the terms outlined in market standard (ISDA} dervatve legal contracts

Credit nsk

The Company may be adversely affected if any of the institutions with which money 1s deposited suffers nsolvency or other
financral difficutties All Investment transactions are carned out with brokers that have been approved by the Managers and are
settled on a delivery versus payment basis Limits are established for each broker which are kept under review by the Managers
Exposure to credit risk anses on cash and cash equivalents, outstanding investment transactions, equity linked notes and the
denvative Instruments

Maturity analysis of contractual habitities

The financial liabiles of the Company are shown in notes 13 and 14 on page 45 The major habilities are the laan tranches which
were both repayable on 9 Apnl 2011 Other habilies comprise amounts due 1o brokers and accruals All are paid under
contractual terms For amounts due to brokers, this is normally the purchase date plus three business days For accruals, thisis
normally within 30 business days of nvoicing

RISK SENSITMITY ANALYSIS

Other price nisk sensitivity analysis

Changes in market prices other than those anising from interest rate nsk may also affect the value of the Company’s net assets
Details of how the Board sets risk parameters and performance objectives can be found on pages 18 to 20 of the Directors’
Report

An increase of 10% in the farr value of the investments (excluding denvatives) at 31 March 2011 would have increased the profit
after tax and total assets by £65,880,000 A decrease of 10% in the farr value of investments would have had an equal but
opposite effect
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Interest rate risk sensitivity analysis

At 31 March 2011, if interest rates had increased by O 5% the profit after taxation and total assets would have increased by
£126,000 | interest rates had decreased by Q 5% the profit after taxation and total assets would have decreased by £21,000 The
sensitwity s based on the Company’s total cash balances held at 31 March 2011, with ail other vanables held constant

Foreign currency nisk sensitivity analysis
At 31 March 2011, if sterling had strengthened or weakened by 10% in relation to the other currency exposures, then with all

ather vanables held constant, the profit after taxation and total assets woutd have been impacted by the amounts shown below

If sterling had strengthened by 10%

310311

£'000
Chinese renminb (48)
Hong Kong dollar (47,183}
Korean won (790)
Japanese yen (1.486)
Singapore dollar (681)
Tawan dollar (331}
US dollar (11,267
{61,786)

If sterling had weakened by 10%

303N

£000

Chinese renminbi 59
Hong Kong dollar 57,648
Korean won 966
Japanese yen 1816
Singapore dollar 833
Tawan dollar 405
US dollar 13,771
75518

Derwvative instruments exposure sensitivity analyss

The Company invests in CFDs to gain exposure to the equity market A 10% fall in the pnce of shares underlying the CFDs at
31 March 2011 would have resulted i a decrease of £3,466,000 1n the profit after taxation and total assets A rise of 10% would
have had an equal but oppostte effect
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Farr value of financial assets and habilities

Financial assets and liabilities are stated in the balance sheet at values which are not matenally different to therr fair values As
explained in Note 2(} and (}) on page 38 investments are shown at fair value which 1s bid or last market pnce In the case of cash,
book value approximates to fair value due to the short maturity of the instruments The exceptions are the US dollar denominated
bank loans, whose fair value as at 31 March 2011, gven below, has been calculated by discounting future cash flows at current US
dollar interest rates

310311 3103 11
fair value  book value

£000 £1000

Fixed rate unsecured bank loan @ 1 63% per annum 40,025 40,012
Fixed rate unsecured bank loan @ 1 88% per annum 22,009 22,001
62,034 62013

Fair value hierarchy

Under IFRS 7, the International Accounting Standards Board requires investment companies to discose the fair value hierarchy
that classifies financial iInstruments measured at fair value at one of three levels according 1o the relative reliability of the inputs
used to estimate the fair values

Classiication Input
Level 1 Valued using quoted prices in active markets for identical assets
Levet 2 Valued by reference to valuation techniques using observable nputs other than quoted prices included

within Level 1

Level 3 Valued by reference to valuation techniques using mputs that are nat based on observable market data

Categorisation within the hierarchy has been determined on the basis of the lowest level input that s significant to the far value
measurement of the relevant asset

The valuation techniques used by the Company are explained in the Accounting Policies Notes 2() and () on page 38 The table
below sets out the Company's farr value hierarchy as at 31 March 2011

level 1 level 2 level 3 total
£'000 £'000 £000 £000
Financial assets at fair value through profit or loss

Eguity Investments 658,800 61,487 - 720,287
Dernvative instruments - 2,729 - 2.729
658,800 64,216 - 723,016

Financial habilities at fair value through profit or loss
Dervative instruments - (1,582) - (1,582)
- (1,582} - (1,582
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Capital Management

The Company has no extemally imposed capital requirements The capstal resources of the Company are managed tn accordance
with its Investment policy in pursuit of its investment objective, both of which are detailed on pages 16 and 18 of the Directors’
Report The prncpal nsks and ther management are disclosed on pages 19 and 20 and in this note

The Company's capital resources at 31 March 2011 compnised

310311
£'000 £000
Debt
Bank loans 62013
Long CFDs 38127
100,140
Net assets
Share capital 6,564
Other reserves and retained eamings 677,399
683,963
Debt to net assets 14 6%
Gross asset exposure
Investments 720,287
Long denvatives 57,370
Shart derivatives 14,230
71,600
791,887
Gross asset exposure to net assets 115 8%

19 CONTINGENT LIABILITIES AND CAPITAL COMMITMENTS

There were no contingent labilities or capital commitments as at 31 March 2011

20 RELATED PARTY TRANSACTIONS

FIL Investment Management (Hong Kong} Limited 1s the Manager and FIL investments Internatignal the unlisted Investment
Manager and Secretary of the Company Detalls of the nvestment management fee payable, are given in Note 4 on page 40 and
the secretanal and administration fees payable are detailed n Note 5 on page 40 Fees paid to the Directors are disclosed on
page 31 in the Directors’ Remuneration Report

21 COMPARATIVES

As this 1s the first reporting period since the Company was incorporated, there are no comparative balances

22 SUBSEQUENT EVENTS

On 1 Apnl 2011, the Company entered into a 364 day revolving credit facility of US$ 150,000,000, which replaced the facility
dated 19 April 2010

On 5 May 2011, the Company invested in an unlisted security for a total consideration of £2 5 milhon
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Notice 15 hereby gven that the first Annual General
Meeting of Fidelity China Special Situations PLC wili be
held at the Barbican Centre, Silk Street, London EC2Y
8DS, on Friday 29 July 2011 at 11 00 am for the
following purposes

ORDINARY BUSINESS

1 To receive and adopt the Directors’ Report and
financial statements for the period ended 31 March
2011

2 To approve the final dividend

3 To elect Mr John Owen as a Director

4 To elect Mr Nicholas Bull as a Director

5 To elect Mr David Causer as a Director

& To elect Hon Peter Pleydell-Bouvene as a Director
7 To elect Mr Gary Shaughnessy as a Director

8 To approve the Directors' Remuneration Report for
the peniod ended 31 March 2011

9 Toreappomt Grant Thornton UK LLP as Auditor of
the Company to hold office unti! the conclusion of
the next general meeting at which financal
statemnents are laid before the Company

10 To authonse the Directors to determine the Auditor's
remuneration

SPECIAL BUSINESS

Resolutions 11 and 12 will, if approved, authonse the
Directors to allot a hmited number of the currently
unissued ordinary shares for cash without first offering
such shares to existing ordinary shareholders pro rata to
ther existing holdings The limit set by the Board 1s 10%
of the number of ordinary shares of the Company
issue on 17 June 2011 The Drrectors will only tssue new
shares under this authonty to take advantage of
opportunities in the market as they anse and only i they
believe 1t 1s advantageous to the Company’s
shareholders to do so

To consider and, if thought fit, to pass the following
resclutions which will be proposed, reselution 11 as an
erdinary resolution and resolution 12 as a special
resolution

11 THAT the Directors be and they are hereby generally
and unconditionally authansed in accordance with
Section 551 of the Companies Act 2006 (the “Act”)
to exercise all the powers of the Company to allot
relevant secunities {as defined in that section) up to an
aggregate nommnal amount of £662,654
(approximately 10% of the aggregate norminal
amount of the 1ssued share capital of the Company as
at 17 June 2011) such authonty to expire at the

conclusion of the next Annual General Meeting of the
Company or the date 15 months after the passing of
this resolution, whichever 1s the earlier, but so that
this authonty shall allow the Company to make offers
or agreements before the expiry of this authority
which would or might require relevant secunities to be
allotted after such expiry as if the authonty conferred
by this resolution had not expired

12 THAT, subject to the passing of Resolution 11 set
out above, the Directors be and they are hereby
authonsed, pursuant to Sections 570-573 of the Act
to allot equity secunties {as defined 1n Section 560 of
the Act) pursuant to the authonty given by the said
Resolution 11 as if Section 561 of the Actdid not
apply to any such allotment, provided that this pawer
shall be hmited

a) to the allotment of equity secunties in connection
with a nghts 1ssue in favour of all holders of a class
of refevant equity securities where the equity
securities attnbutable respectively to the interests
of all holders of securities of such class are either
proportionate (as nearly as may be} to the
respective numbers of relevant equity securities
held by them or are otherwise allotted in
accordance with the rights attaching to such
equity securities {subject in either case to such
exclusions or other arrangements as the Board
may deem necessary or expedient in relation to
fractional entitlernents or legal or pracuical
problems under the laws of, or the requirements
of, any regulatory body or any stock exchange in
any terntory or otherwise),

b

to the allotment {otherwise than pursuant to a
nghts 1ssue) of equity secunties up to an
aggregate nominal amount of £662,654
{approximately 10% of the aggregate nominal
amount of the 1ssued share capital of the
Company as at 17 June 2041}, and

C,

—

to the allotment of equity securities at a price of
not less than the net asset value per share and this
power shall expire at the conclusion of the next
Annual General Meeting of the Company or the
date 15 months after the passing of this
resolution, whichever 1s the earlier, save that this
authority shall allow the Company 1o make offers
or agreements before the expiry of this authority,
and the Directers may allot equity secunties in
relation to such an offer or agreement as if the
authority conferred by this resolution had not
expired

Resolution 13 1s a special resolution which, if approved,
will renew the Company's authority to purchase up to

14 99% of the number of ordinary shares in 1ssue on

17 June 2011 for cancellauen Purchases of ordinary
shares will be at the discretion of the Board and within
guidelines set from time to tme by the Board in the hght
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of prevalling market conditions Purchases will only be
made In the market at pnces below the prevailing net
asset value per share, thereby resulting in an increased
net asset value per share

13 THAT the Company be and 1s hereby generally and
uncondtionally authonsed in accordance with Section
693 of the Companies Act 2006 (the “Act”) to make
market purchases (withm the meaning of Section 693
of the Act) of shares of 1 penny each n the capital of
the Company {the “shares”} provided that

a) the maximum number of shares hereby authonsed
to be purchased shall be 99,331,900,

b) the mimimum pnce which may be paid for a share
15 1 penny,

¢l the maximum pnce which may be paid for a share
15 an amount equal to 105% of the average of the
riddle market quotations for a share taken from
the London Stock Exchange Offictal List for the
five business days immediately preceding the day
on which the share 1s purchased,

a

the authonty hereby conferred shall expire at the
conclusion of the next Annual General Meeting of
the Company unless such authority 1s renewed
pror ta such tme, and

€} the Company may make a contract to purchase
shares under the authonty hereby conferred prior
to the expiry of such authanty which will or may
be executed wholly or partly after the expiration
of such authonty and may make a purchase of
shares pursuant to any such contract

By order of the Board ,_,/é:&

FIL Investments International
Secretary
17 June 2011

Regrstered office
Beech Gate
Millfield Lane
Lower Kingswood
Tadworth

Surrey KT20 6RP

Notes

A member of the Company entitled to attend and vote at the
Annual General meeting may appoint a proxy or proxies to
attend and to speak and vate instead of him A member may
appoint more than ane proxy in relation to the Annual
General Meeting provided that each proxy 1s appointed to
exeresse the nghts attached to a different share or shares
held by that member A proxy need not be a member of the
Company

A Form of Praxy 1s enclosed and must be returned to the
Regstrars at the address on the form te amve not later than
12 noon on 27 July 2011 Completion and retum of the form
of proxy will not prevent a shareholder from subsequently
attending the meeting and voung in person If they so wish

Te be effective, the nstrument appointing a proxy and

any power of attorney or other autharity under which it 1s
signed (or a copy of any such authonty certified notanally or
in some ather way approved by the Directors), must be
deposited with the Company's Regrstrars, Capita Regrstrars,
The Registry, 34 Beckenham Road, Beckenham

Kent BR3 4BR not less than 48 hours befere the tme for
holding the meeting or adjourned meeting or, n the case of
a poll taken mare than 48 hours after it 1s demanded, not less
than 24 hours before the time appointed for the taking of the
poll at which it 1s to be used

In the case of joint holders, the vote of the senior who
tenders the vote shall be accepted to the exclusion of the
votes of the other joint holders and for this purpose semionty
shall be determined by the order in which the names stand In
the Register of Members

To appaint a praxy or to give or amend an instruction to a
previcusly appointed proxy via the CREST system, the CREST
message must be receved by the i1ssuer's agent RA10 by

12 noon on 27 July 2011 For this purpose the tme of
receipt will be taken to be the ume (as determined by the
tmestamp applied to the message by the CREST
Applications Host) from which the 1ssuer’s agent 15 able to
retneve the message Afer this time any change of
nstruchions to a proxy appeinted through CREST should be
commumcated ta the proxy by other means CREST Personal
Members or other CREST sponsored members and thase
CREST Members wha have appointed voung serice
provider(s) should contact therr CREST sponsor or voung
service provider(s) for assistance with appointing proxies via
CREST For further infermation on CREST procedures
lmstauans and systems umings please refer to the CREST
Manual We may treat as invalid a proxy appomtment sent by
CREST in the circumstances set out tin Regulation 35{5)(a) of
the Uncertficated Secunues Regulatons 2001 {n any case
your proxy form must be received by the Company’s
Regsstrars no later than 12 noon on 27 July 2011

All members are entitled to attend and vote at the Annual
General Meeting and ask questions The nght to vote at the
meetng will be determined by reference to the Regster of
Members as at 12 noon on 27 July 2011

Any person to whom this notice 15 sent who 15 a person
normemated under Secton 144 of the Companies Act 2006 to
enjoy tnformation nghts (a “Nominated Person®) may, under
an agreement between him and the member by whom he
was nominated have a nght to be appointed (or to have
someone else appointed) as a praxy for the meeting Ifa
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Nomnated Person has no such proxy appemtrment nght or
does not wish 1o exercise 1t he may, under any such
agreement have a nght to give Instructions to the member
as ta the exercise of voung nghts The statement of the nghts
of members in relation to the appointment of proxies in note
2 above does not apply to Nominated Persons The nght
descnbed in that paragraph can only be exercised by
members of the Company

8 Ifthe Chaumman as a result of any proxy appoiniments, 1s
gwven discretion as to how the votes which are the subject of
those proxies are cast and the vatng nghts in respect of
those discretionary proxies, when added to the interests in
the Company’s secunties already held by the Chairman,
result in the Charman holding such number of voting nghts
that he has a notfiable obhgation under the Disclosure and
Transparency Rules, the Chairman will make the necessary
notfications to the Company and the Financial Services
Authority As a result any member halding three per cent or
mare of the voting rights in the Company wha grants the
Chairman a discretionary proxy In respect of some or all of
those voting nghts and so would otherwise have a
notfication abhigaton under the Disclosure and Transparency
Rules need not make separate notification to the Company
and the Financial Services Authonty

9 Pursuant to Regulation 41 of the Uncertificated Secunues
Regulations 2001, the Company has specified that to be
entitled to attend and vote at the Annual General Meeting
(and for the purpese of determiring the number of votes
they may cast), members must be entered on the register of
members by 4 00pm on 27 July 2011 If the meeting s
adjeurned then, to be so entitled membars must be entered
on the register of members at é 00pm on the day two days
before the ume fixed for the adjoumed meeting, ar  the
Company gives notce of the adjourned meeting at any
other tme specified in that notice

10 As at 17 June 2011 {the latest pracucable date prior to the
publication of this document) the Company’s 1ssued share
caprtal consisted of 662,654 480 ordinary shares carrying one
vate each Therefore the total number of voung nghts in the
Company as at 17 June 2011 was 662,654,480

11 Any corporation which 1s a member can appoint one or more
corporate representatives who may exercise on its behalf all
of 1ts powers as a member prowided that they do not do so in
relation to the same shares

12 Shareholders and any prowes or representatives they appoint
understand that by attending the meeung they are expressly
agreeing that they are willing to recerve any communications,
including communications relating to the Company’s
secunties, made at the meeting

13 1t 15 possible that, pursuant to requests made by members of
the Company under Section 527 of the Companies Act 2006
the Company may be required ta pubhsh on s website a
statement setung out any matter refating 10 the audit of the
Company’s accounts {including the Auditor’s report and the
conduct of the audit) that are to be laid before the Annual
General Meeting or any circumstance connected with an
Auditor of the Company ceasing to hold office since the
previous meeting at which the annual report and financial
statements were taid The business which may be dealt with
at the Annual General Meeting includes any statement that

16

the Company has been required under Section 527 of the
Companies Act 2005 to pubbsh on 1is website

Under Section 338 and Section 338A of the Companies Act
2004, members meeting the threshold requirements in those
secrons have the nght to require the Company (i) to give, to
members of the Company enutled to recerve notice of the
meeting, notice of a resolution which may properly be
moved and s intended to be moved at the meeting, and/or
() to melude n the business to be dealt with at the meeung
any matter {other than a proposed resolution) which may be
properly included in such business A resolution may property
be moved or a matter may properly be included i the
business of the meeting unless {2) in the case of a resolution
only) it wauld if passed, be ineffective (whether by reason of
inconsistency with any enactment or the Companys
constitution ar otherwse), (b) it 1s defamatory of any person,
ar (e) 1t 13 frvolous or vexatious Such a request may bein
hard capy form or in electronic form, must identfy the
resclution of which notice 1s to be gwven or the matter to be
included in the business of the maeting, must be authonsed
by the person or persons making 1t, must be recesved by the
Company not later than 21 July 2011, being the date six
clear weeks before the meeting, and {in the case of a matter
to be included in the business of the meeting orly) must be
accompanied by a statement setting out the grounds for the
request

No Director has a service contract with the Company

A copy of this notice and sther information required by
Secuon 311A of the Comparies Act 2006 1s published on the
Company's website at www fidelity co uk/its Registered
Office Beech Gate Millfietd Lane, Lower Kingswood
Tadworth, Surrey KT20 6RP
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AGM
AlIC
AlC Code

AIFM Directive

Amernican Depository Receipt

or ADR
Articles of Association

Auditor

Benchmark

Board of Directors

C Shares

Ca!l and Put options

Capita or Capita Registrars
Cenkos Securities

China or PRC

China "A" Shares

Chrna “B” Shares

China “M" Shares

Chinese Stock Exchanges

Collateral
Combined Code
Company

Contract for difference or CFD

Conversion

Annual General Meeting of the Company

the Association of Investment Companies

the Association of Investment Companies Code of Corporate Governance,
as amended from time to tme |

the Alternative Investment Fund Managers Directive

A negotiable certificate 1ssued by a US Bank representing a specified number
of shares in a foreign stock that 1s traded on a US Exchange

the articles of association of the Company, as amended from time to time

Grant Thornton UK LLP or such other auditor as the Company may appoint
from time to tme

the MSCI China Index

the Board of Directors of the Company or any duly constituted Committee
thereof

Convertible Shares of 100p each in the capial of the Company which were
converted mto new Ordinary Shares on 28 February 2011

Call or put options may be used to gain or reduce exposure to the
underlying asset on a conditional basts 1 e the purchase of a call option
provides exposure to the upside potential of an underlying stock, with the
downside nsk being limited to the premum paid

a trading name for Capita Registrars Limited, the Company’s Registrars
Cenkos Securities plc, the Company’s broker

the People’s Republic of China {excluding Taman, Hong Kong and the
Macau Special Administrative Region of the PRC)

shares issued by companies incorporated n the PRC and listed on either of
the Chinese Stock Exchanges, traded in renmintn and avadable for
investment by domestic (Chinese} mvestors and ho'ders of a QFIl icence

shares 1ssued by companies incorporated in the PRC and listed on either of
the Chmese Stock Exchanges, traded in foreign currencies and avarlable for
investment by domestic (Chinese) nvestors and foreign investors

shares ssued by companies iIncorporated in the PRC and listed on the Hong :
Kang Stock Exchange and traded in Hong Kong dollars

the Shanghar Stock Exchange, the Shenzhen Stock Exchange and any other
stack exchange located within the PRC from time to time

assets provided as security
the Financial Reporting Council's Cambined Code on Corporate Governance
Fidelty China Specral Situations PLC

A contract between an investor {1 ¢ the Company) and an investment bank
at the end of which the parties exchange the difference between the
opening and closing prices of a specified financiat instrument The investor
may reason that the asset price will nse, by buying (*long” positon) or fall,
by selling (“short” position} A contract for difference does not involve
buying or selling the underlying asset, only agreeing to recewe or pay the
movement in its price A contract for difference only requires a small deposit
("margin") on trades

the conversion of the C Shares into Ordinary Shares which took place on
28 February 2011

Page 56 Fidelity China Specal Situauons PLC Annual Report 2011




Glossary to the Annual Report

Conversion Ratio

Custodian

Custody Agreement

Directors

Denvatives

Drsclosure and Transparency Rules

Equity Linked Notes or ELN

Fair Value

FIL
FIL Limited

Fidehty
Form of Proxy
FRC

Geanng

Gross Asset Exposure

Gross Assets

Hedging

IFRS

Index linked secunttes

Investment Manager or Manager

Investment Managers or Managers

The conversion ratio of the conversion was 0 9483 (being the net proceeds
of the "C* Shares of 97 50p per share dvided by the net asset value of the
Ordinary Shares of 102 82p per share on 28 February 2011) which meant that
a holder of 1,000 “C” Shares recewed 948 Crdinary Shares

JPMorgan Chase Bank N A (London branch)

the agreement between the Custodian and the Company regarding the
custody of the assets of the Company dated 25 February 2010

Directors of the Campany iisted In the section headed “Corporate
Information”, and Director shall mean any one of them

Financial instruments whose value 1s denved from the value of an underlying
asset or other financial nstruments such as stocks, bonds, currency exchange
rates, real estate and commodities, or market benchmarks such as interest
rates The main categones of denvatives are Contracts For Difference,
futures, opt:ons and swaps

the disclosure rules made by the UK Listing Authonity under Part V1 of the
Financial Services and Markets Act 2000 as amended from time to time

Debt instruments whose return on nvestment 1s hnked to specific equities or
equity markets The return on equity linked nates may be determined by an
equity index, a basket of equites or single equities

represents the carrying value on the Balance Sheet and it 1s also the
difference between settlement price and the underlying value of the secunty

FIL Limited and each of its subsidsanies

FiL Limited (incorporated in Bermuda), the ultmate parent company of the
FiL Group of companies

FiL Investments International
the form of proxy for use by Shareholders in respect of the General Meeung
Financial Reporng Council

Debt either through bank borowings and/ar through denvatives including
CFDs

the value of the total portfolio to which the investor (e the Company) 15
exposed, whether through direct or indirect investment {including through
denvatives)

the sum of the value of each of the assets that the Company owns as
caleulated in accordance with the Company's valuation policy 1t also
represents total assets less cumrent Labilities, excluding the fixed term bank
loan

a strategy aimed at minirising of eliminating nisk, normally invohing
positions n two different markets, with one offsetung the other Denvatves
{futures and options) are widely used for hedging purposes because they can
protect an investor against changes in the value of an underlying asset or
currency It s not the policy of the Board to hedge the underlying
investmenss or currencies of the holdings in the portfolio but rather to take
the cumency nsk into consideration when making investments

International Financial Repeorting Standards

Debt instruments whose return on investment 15 inked to changes in interest
rates, stock exchanges, or other price indices

FIL Investment Management {Hong Kong) Limited

together, the Investment Manager and the Unlisted Investment Manager
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KOSPI

Management Agreement
Management Agreements
Management Fee

Marked to market

Money marker instruments

MSCI China Index

Net Assets

Net Asset Value or NAV per share

Offer for Subscription

Open Offer

Optlons or optiens contract

Ordinary Shares

Performance Fee

Placing
Portfolio Manager
Portfolio value

Pre-emptian rights

Prospectus
QFi

Red Chips

Registrar

The Korea Composite Stack Price Index Index of all common shares traded
on the Stock Market Division, previously known as the Korea Stock Exchange

the agreement between FIL Investment Management {Hong Kong) Limsted
and the Company regarding the management of the Company’s investments
dated 25 February 2010

the Management Agreement and the Unlisted Management Agreement
The annual management fee 1s calculated as 1 5% of NAV
assigning a value based on the current fair market price

short term debt instruments that provide the unconditional nght to receive a
stated, fixed sum of money on a spectfied date Money market instruments
include treasury buls, bonds commercial and financial paper, banker's
acceptances, negatiable certificates of deposit and short term notes issued
under note 1ssuance facilities

the benchmark of the investment performance of the Company 1s the MSCI
Chuna Index, sterling equivalent

Gross assets less fixed term bank loans

the NAY s calculated as shareholders funds dwvided by the number of shares
In 1ssue

the Public offer in the UK to subscribe for € Shares in the Company

the offer to Shareholders which constituted an invitation to apply for
C Shares in the Company

options provide the nght to acquire or sell nstruments at an agreed pnce at
an agreed date

ordinary shares of nominal value of 1penny each in the capital of the
Company and “Ordinary Share” means any one of them

the Investment Managers are entitled to an annual Performance Fee of 15%
of any change in NAY attributable to performance which 1s mare than 2%
above the returns on the MSCI China Index, subject to a maximum
Performance Fee payable in any year equal to 1 5% of the anthmetic mean
of the value of assets with the vafuation calculated at the end of each month
during the year

the placing of C Shares by Cenkos Secunties plc
Anthony Bolton
the total value of all underlying secunues in the Portfolio

Section 541 of the Companies Act 2006 provides that a company which
offers equity secunities must first make an offer of those secunties, on the
same or more favourable terms n proportion to the nominal value held by
existing shareholders

the Prospectus of the Company dated 7 January 2011

a Qualified Foreign Institutional Investor The Investment Manager 15 a QF Il
and as such has been granted a QFH licence by the China Securities
Regulatory Commission (“CSRC") which permits the Company to mvestin
China A Shares through the Investment Manager and has receved an
allocauon of quota for enshare investment from the State Adminustration of
Foreign Exchange of the PRC ("SAFE")

companies incorporated outside the PRC and listed on the Hong Kong Stock
Exchange and controlled by PRC entities, by way of direct or indirect
shareholding and/or representation on the board of directors

Capita Regsstrars
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Renminbs

Secretanal Agreement

Secretary
Shareholders’ funds

Short stock exposure

SIPP
SORP
UCITS Directive

Unlisted Investment Manager

Unlisted Management Agreement

Unlisted securities

currency of the PRC

the agreement between the Secretary and the Company regarding the
provision of company secretarial and administrative services dated
25 February 2010

FIL Investrments Internatonal

Shareholders’ funds are the net value of the Company's assets, cash and
other current net assets, after deducting all debt, including bank loans, at
their fair value

the position of an investor that has sold a secunty or denvative that it did not
own but 15 now committed to eventually purchase to sabsfy its obligation to
sell, being a strategy used to capitalise on an expected decline in the
security's or denvative's price

Self Invested Personal Pension
Statement of Recommended Practice

the European Council Dwectve of 20 December 1985 on the coordination of
laws, regulations and administrative provisions relating to undertakings for
collective investment (n transferable secunties (UCITS) (No 85/611/EEC) (as
amended)

FIL investments International

the Agreement between FIL Investments Internauonal and the Company
regarding the management of the Company's unlisted investments

securities which are nat listed on a regulated stock exchange

Fidelity China Special Situations PLC Annual Report 2011

Page 59



Information for Investors

Private investors call free to 0800 41 41 10, 9am to
Spm, Monday to Saturday

Financial advisers call free to 080041 41 81, Bam to
&prn, Monday to Fnday

Existing shareholders who have a specific query
regarding thewr holding or need to provide updated
information, for example a change of address, should
contact the appropnate administirator

Halders of ordinary shares

Capita Registrars, Registrars to Fidetity China Special
Situations PLC, The Registry, 34 Beckenham Road,
Beckenham, Kent BR3 4BR Tetephone 0871 664 0300
{calls cost 10p per minute plus network extras Lines are
open 8 30am - 5 30pm Monday to Friday) email
ssd@capitaregistrars com

Details of indwidual shareholdings and other infermation
can also be obtamed from the Registrars’ website
www capitaregistrars com

Fidelty Share Plan investors

Fidelity Investment Trust Share Plan, Block C, Western
House, Lynchwood Business Park, Peterborough,

PE2 4BP Telephone 0845 358 1107 (calls to this number
are charged at 3 95p per minute from a BT landline
dependent on the tanff Other telephone service
providers’ costs may vary}

Fidebity ISA investors

Fidehty, using the freephone numbers given above, or
by writing to UK Customer Service, Fidelity
International, Qakhill House, 130 Tonbnidge Road,
Hiidenborough, Tonbridge, Kent TN11 $DZ

General enquines

General enquines should be made to Fidelty,

FIL Investments International, the Secretary, at the
Company's registered office FIL Investments
International Investment Trusts, Beech Gate, Millfield
Lane, Lower Kingswood, Tadworth, Surrey KT20 6RP
Telephone 01732 361144 Fax 01737 836 892
www fidelity co uk/its

ONLINE SHAREHOLDER SERVICES -

SHARE PORTAL

Through the website of our Registrars, Capita Regstrars,
shareholders are able to manage therr shareholding
online by registenng for the Share Portal, a free, secure,
onlne access to your shareholding Facilities include

* Account Enguiry - Allows shareholders to access thewr
personal shareholding, including share transaction
history, dvidend payment history and to obtain an
up-to-date shareholding valuation,

*  Amendment of Standing Data - Allows shareholders
to change therr registered postal address and add,
change or delete dividend mandate instructions
Shareholders can also download from this site forms

such as change of address, stack transfer and
dividend mandate forms as well as buy and sell
shares in the Company

To make use of any of these faclities, please log on to
the Capita Registrars website at
www caprtashareportal com

Should you have any queries in respect of the above
facilities, please do not hesitate to contact the Capnta
Share Portal helphne on 0877 664 0391 {calls cost 10p
plus network extras), overseas +44 20 8639 3367, or by
e-mail at shareportal@capita co uk

Capita Share Dealing Services

You can make use of a low cost share dealing service
provided by Capita Registrars to buy or sell shares
Further information 1s available at www capitadeal com,
or by telephoming 0871 664 0454 (calls cost 10p per
minute plus network extras Lines are open 8 30am -

5 30pm Monday to Friday} Using Capita Share Dealing
Services you will also be able to deal in the shares of
other companies for which Capita acts as Registrar,
provided you are already a shareholder in the refevant
campany, and that company offers the Share Dealing
facility to its shareholders

Dividend Reinvestment Plan

This 1s a convenient way to build up your sharehclding
by using your cash dividends to buy more shares in the
Company If you prefer to recewe shares for your next
dwidend snstead of cash please complete an application
form online at www capitashareportal com or call

Capita IRG Trustees on 0871 644 0381 (calls cost

10p per minute plus network extras) from the UK or

+44 20 8639 3402 from overseas

ShareGift

You may donate your shares to charity free of charge
through ShareGift Further details are available at

www sharegift org uk or by telephoning 020 7930 3737

KEEPING YOU UPDATED

If you hald Fidelity China Special Situations PLC shares in
a Fidelity 1SA, you will receve a yearly report detailing all
of your transacuons and the value of your shares
Investors with the Fidelity Investment Trust Share Plan
will receve statements and valuations twice a year

The share price of Fdelity China Special Situations PLC
appears daly in The Financial Times Price and
performance information is also availlable at

fidelity co ukfits Investors can obtam the real-time share
price by telephening Fidelty for free on 0800 41 41 10
or FT Cityline on 0905 817 1690, {voice activated service
- calls charged at 60p per minute on a per second basis
from a BT landline Charges from other telephone
networks may vary)
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WARNING TO SHAREHOLDERS - "BOILER
ROOM" SCAMS

Many companies have become aware that thew
shareholders have recewved unsoliciied phone calls or
correspondence concernng Investment matters These
are typically fram overseas based ‘brokers’ who target
UK shareholders, offering to sell them what often turn
out to be worthless or high risk shares in US or UK
nvestments These operations are commonly known as
‘boiler rooms’ These ‘brokers’ can be very persistent
and extremely persuasive, and a 2006 survey by the
Financial Services Authority (FSA) reported that the
average amount lost by investors 1s around £20,000

It 1s not just the nowice snvestor that has been duped In
this way, many of the vicums had been successfully
nvesting for several years Shareholders are adwised to
be very wary of any unsolicited advice, offers to buy
shares at a discount ar offers of free company reports

If you receive any unsolicited investment advice

* Make sure you get the correct name of the person
and organisation

¢ Check that they are properly authorised by the FSA
before getting involved by visiting
www fsa gov uk/register

* Report the matter to the FSA enther by calling
0845 606 1234 or visiting
www rmoneymadeclear fsa gov uk

* Ifthe cal's persist, hang up

If you deal with an unauthonsed firm, you will not be
eligible 1o receive payment under the Financial Services
Compensation Scheme The FSA can be contacted by
completing an onhine form at

www fsa gov uk/pages/doing/regulated/law/alerts/overs
eas shtml Details of any share dealing facilities that the
Company endorses will be included in Company
mailings

More detarled information on this or similar activity can
be found on the FSA website
www moneymadeclear fsa gov uk

Fidelity China Special Situations PLC Annual Report 2011 Page 61



Investing in Fidelity China Special Situations PLC

Fidelity offers a range of options, so that you can
invest in the way that is best for you As Fidelity
China Spacial Situations PLC is a company hsted on
the London Stock Exchange you can also buy its
shares through a stockbroker, share shop or bank

INVESTING INSIDE AN iSA

The maximum mvestment in a stocks and shares ISA for
201172012 tax year 1s £10,680 The full amount may be
invested in a Stocks and Shares ISA, or you can invest up
to half the ISA allowance in a Cash ISA and the balance
in 3 Stocks and Shares 1SA The minimum investment per
fund in the Fidelty 1SA 15 £1,000 as a lump sum, £250 as
a top-up, or £50 a month per company i a regular
savings plan

Charges - The standard inmial charge for the Fidelty I1SA
15 3 5% but f you downioad the online application form
you will pay just 1 25% mwial charge The initial charge
for mvestments through a Financial Adviser will be up to
35% Fidelty pays stamp duty from the iniial charge
There are no other charges for the Fidehty 1A, but the
Company pays an annual management charge of 1 5%
plus a performance related fee, as set out in the Annual
Report

MOVING MONEY FROM A PREVIQUS ISA

If you have opened ISAs with other investment
companies, you can move them into the Fidelity ISA and
nvest in Fidelity China Special Situations PLC without
losing any tax benefits Please note that duning the
transfer your money will not be mvested in the stock
market so you may miss out on any growth during this
time

Charges - Fidelity does not apply an iniual charge for a
transfer inta Fidelity China Special Situations PLC You
will also not have to pay any additional transfer costs
However, please bear in mind that your current ISA
manager may ask you to pay an exit fee I your old fund
provider charges you a fee for leaving them, you can
claim 1t back from us Please note this offer does not
apply to our share dealing service The annual
management charge 15 as described above in the
“Investing inside an ISA” section

INVESTING OUTSIDE AN ISA

if you prefer to inves: outside an ISA, or have already
used your full I5A allowance, the Fidelity Investment
Trust Share Plan offers you an alternative low cost and
convenient way to put money into Fidelity China Special
Suituations PLC The minimum mvestment s £1,000 as a
lump sum, £250 as a top-up or £50 a month i a regular
savings plan Investing for children — the Share Plan s a
flexible and nexpensive way to invest on behalf of
chddren All you have to do is enter the instials or name
of the child in the Designation Box on the Share Plan
application form

Holding shares within the Share Plan aliows you to
reinvest your dividends and make further investments
without having to pay brokerage fees You will also be
able to set up a monthly savings p'an and receive
statements and valuations twice a year

Charges — There are no charges for buying, selling or
holding shares through the Fidelity Investment Trust
Share Plan other than stamp duty of 0 5%, which1s
currently payable on all share purchases However, if you
imvest through a Financtal Advsser, there may be an initial
charge of up to 3%

BENEFICIAL OWNERS OF SHARES -
INFORMATION RIGHTS

Registered shareholders of fully isted companies are
able to nominate the underlying beneficial owners of
their shares to receve Informavon nghts You should
contact your registered shareholder direct to request to
receve your information rights Please note that
beneficial owners of shares who have been nominated
by the registered holder of those shares to receve
infermation nghts under Section 146 of the Companies
Act 2006 are required to direct all communications to
the reqistered holder of therr shares rather than to the
Company's Registrars, Capita Registrars, or to the
Company direct
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INVESTING ONLINE

Whilst you cannot use a Debit Card online 1o invest
through an ISA or Share Plan the application forms you
need are all available via www fidelity co uk/its You can
alsoc invest online in Fidehty China Special Suations PLC
shares wia the share trading facility available via our
website www fidelity co uk/sharenetwork The Share
Dealing service, ShareNetwork, 1s provided by Xest
which 15 the online trading division of Charles Stanley &
Co Limited, a leading London stockbroker
ShareMNetwork enables you to buy or sell shares in any
listed company dunng normal London Stock Exchange
trading hours - between 8am and 4 30pm any working
day Shares in ShareNetwork can enther be held direct or
i an ISA, subject to the normal ISA imits and
restrictions  You will be shown a Ive price and be able to
buy or sell immediately If an order is placed when the
market 15 closed, it wil be processed as soon as the
market reopens Unlike many onhine share dealing
services, Frdelity ShareNetwork gives you CREST
personal membership for shares held direct This means
that shares are registered on the CREST systern in your
own name and everything relating to your shares -
dividends, annual reports and so on — will be sent direct
to you and you will be able to attend and vote at
shareholder meetings in your own name

Personal CREST membership does not apply to 1SA
holdings which must be held in the name of the ISA
manager's nominee under I15A regulations There 15 no
extra charge for opening a ShareNetwork ISA and share
purchases or sales are executed on hine for anly £9 per
trade (Stamp duty 15 also payable on purchases at the
rate of O 5%) There 1s an account admnistration fee of
£5 10 per month regardless of how many different shares
you own and whatever their value Of course, you need
to remernber that the value of tax savings and eligibility
to mvestn an ISA will depend on your indmdual
circumstances, and all tax rules may change in the future

The information on this page 1s provided by Fidelity and
should not be seen as a recommendatian by the Board
of Fidelty China Special Situations PLC
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Other Investment Trusts managed by Fidelity

FIDELITY ASIAN VALUES PLC
* Invests in equities prmarily in South East Asia excluding Japan

* The portfolio is structured on a bottom-up basis, so stocks are selected on indvidual ment rather
than purely by sector or market

* The manager focuses on companies with established market positions

FIDELITY EUROPEAN VALUES PLC
* Invests in shares listed an Continental Europe stock markets

« The core of the porsfolio s focused on stocks able to grow eamings faster than the market in the
medium term

« The company also invests i small and emerging European markets

FIDELITY JAPANESE VALUES PLC
* Invests mainly in small to medium sized companies
* The portiolio manager favours companies with supenior mid to long term eam:ngs growth

* The company invests across a wide range of industries and sectors

FIDELITY SPECIAL VALUES PLC
» Invests pnmarily in small to medium sized UK comparies
* Up to 20% can be invested in Europe and other markets

« The portiolo manager is a value mvestor, naturally seeking out stocks that are often unloved and
unfashionable at the current time

The value of investments can go down as wel! as up and you may not get back the amount you ongmally invest The
eligibibty 1o mvest in an ISA depends on indwvidual circumstances and all tax rules may change Overseas investments
are subject to currency fluctuations and emerging markets may be more volatle than established markets i you are
unsure about the surability of an investment, please contact an adviser

The information on this page 1s provided by Fidelity and should not be seen as a recommendation by the Board of
Fidelity China Speaal Situations PLC
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FURTHER INFORMATION
Far application forms or more information about any of the investment options described here,
please call the Fidelty Investment Trust Line on 080G 41 41 t0 and talk to a Fidelity customer
representative (Fam to 6pmy}

Aiternatively, you may ke to visit the Fidelity London Investor Centre at 25 Cannon Street,
next to St Paul's Cathedral

You can also find out more by wisiting fidelity co uk/its or contacting your Financial Adviser The Fidelity
Inchviduat Savings Account (“ISA”} is offered and managed by Financial Administration Services Limited
The Fidelity Investment Trust Share Plan 1s managed by Fil Investments Intemational Both companies are
regulated by the Financiat Services Authanty The Fidelity Investment Trust Share Plan 1s administered by
BNP Panbas Securties Services and shares will be held in the name of Puddle Dock Nominees Limited The
value of savings and eligiblity to invest n an ISA will depend on mdividual circumstances and all tax rules may
change in the future Fidelity investment trusts are managed by FiL investments International with the
exception of Fidelity China Special Situations PLC where FIL Investment Management (Hong Kong) Limited
1s the Investment Manager Fidelty only gives information about its own products and serices and does not
provide nvestment advice based on individual circumstances Should you wish to seek advice, please contact
a Financial Adviser

Please note that the value of investments and the ncome from them may fall as well as rise
and the investor may not get back the amount onginally mvested Past performance 1s not a guide to future
returns For funds that invest in overseas markets, changes in currency exchange rates may affect the value of
your investment Investing in small and emerging markess can be more volatle than older developed markets

Reference n this document to specific securities should not be construed as a recommendation to buy or sell
these secunties, but 1s included for the purpases of lustraucn only Investors should also note that the views
expressed may no longer be current and may have already been acted upon by Fidelity

The content of websites referenced in this document does not form part of this document
Issued by Fidelity China Special Situations PLC

Fidelity, Fidelty International and the Pyrarmid logo are trademarks of FIL Limited
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