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“'% Shareholder Letter

‘ December 31, 2009

Dear Shareholders:

When ALPS launched its ETF Trust in 2008 our goal was to bring innovative
solutions to the ETF industry that provide investors with access to a unique
market segment or strategy. The ALPS Equal Sector Weight ETF, which was
launched in July 2009, is the world’s first ETF to provide access to an Equal
Sector Strategy.

Sectors are one of the most important drivers of risk and return in a portfolio.
An equal sector strategy can minimize the negative impact of any one sector on
the entire portfolio. At the same time by offering meaningful exposure to each
sector of the market, it allows investors the ability to participate in market rallies
regardless of where they occur. We believe the consistency of the historical
returns delivered by an equal sector strategy combined with its transparency™
and simplicity make it a viable alternative for US large-cap investing.

In the pages that follow our Fund managers have provided a performance over-
view. We thank you for your investment and for being a EQL shareholder.

. 0 Eb

Thomas A. Carter*
President, ALPS ETF Trust

* Registered representative of ALPS Distributors, Inc.
Ordinary brokerage commissions apply.

@ ETFs are considered transparent because their portfolio holdings are
disclosed daily.
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Performance Overview (Unaudited)
December 31, 2009

INVESTMENT OBJECTIVE

The Fund seeks investment results that replicate as closely as possible, before
fees and expenses, the performance of the Banc of America Securities - Merrill
Lynch Equal Sector Weight Index (the “Underlying Index”). The Fund’s invest-
ment objective is not fundamental and may be changed by the Board of Trust-
ees without shareholder approval.

PRIMARY INVESTMENT STRATEGIES

The Adviser will seek to match the performance of the Underlying Index. The
Underlying Index is an index of indexes comprised in equal proportions of the
nine Select Sector SPDR Indexes (“The Underlying Sector Indexes”). In order to
track the securities in the Underlying Index, the Fund will use a “fund of funds”
approach, and seek to achieve its investment objective by investing at least
90% if its total assets in the shares of Select Sector SPDR exchange-traded
funds (each, an “Underlying Sector ETF” and collectively, the “Underlying Sector
ETFs”) that track the Underlying Sector Indexes of which the Underlying Index
is comprised.

PERFORMANCE OVERVIEW

Since inception (7/7/09) the fund returned 25.60% while the Fund’s benchmark
returned 24.97% and the S&P 500 returned 25.38%. While all sectors of the
market showed positive performance in the period, the early cycle sectors per-
formed the best. The primary drivers of performance in the Fund were the Con-
sumer Discretionary, Materials and Technology sectors, which were up 34.1%
and 33.5%, and 29.9% respectively. The worst performing sectors were the
more defensive Healthcare, Consumer Staples and Utilities sectors, which were
up 20.9%, 15.2% and 14.9% respectively.

Compared to the S&P 500 the fund benefited from its relative overweight in the
Materials and Consumer Discretionary sectors and was negatively impacted by
its underweight in the Technology sector and overweight in the Ultilities sector.
Overall, the Fund’s sector weights relative to the S&P 500 resulted in positive
outperformance above the index in 5 of the 9 sectors.
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December 31, 2009

" Performance Overview (Unaudited)

PERFORMANCE as of December 31, 2009

Since Inception

1 Month 3 Month Cumulative*
ALPS Equal Sector Weight ETF
NAV 2.20% 6.19% 25.60%
Market Price™ 2.27% 6.29% 25.93%
Banc of America Securities
Merrill Lynch Equal Sector
Weight Index 2.12% 5.75% 24.97%
S&P 500 Total Return Index 1.93% 6.04% 25.38%
Total Expense Ratio
(per the current Prospectus) 0.55%

Performance data quoted represents past performance. Past performance
does not guarantee future results. Current performance may be higher or
lower than actual data quoted. Call 1.866.675.2639 or visit www.alpsetfs.
com for current month end performance. The investment return and princi-
pal value of an investment will fluctuate so that an investor’s shares, when
redeemed, may be worth more or less than their original cost.

* The Fund commenced Investment Operations on July 6, 2009 with an Inception Date, the first
day of trading on the Exchange, of July 7, 2009.

S&P 500 Index: the Standard & Poor’s composite index of 500 stocks, a widely recognized,
unmanaged index of common stock prices.

** Market price returns are based on the midpoint of the bid/ask spread at 4 p.m. ET and
do not represent the returns an investor would receive if shares were traded at other times.

The following table shows the sector weights of both the Fund and the S&P 500
as of December 31, 2009:

SECTOR WEIGHTING COMPARISON as of December 31, 2009

EQL S&P 500
Materials (XLB) 11.3% 3.7%
Technology (XLK) 11.3 22.9
Energy (XLE) 11.2 11.7
Consumer Discretionary (XLY) 11.1 9.5
Consumer Staples (XLP) 111 11.2
Financials (XLF) 111 14.6
Health Care (XLV) 11.0 11.5
Industrials (XLI) 11.0 10.3
Utilities (XLU) 10.9 3.6

Source: S&P 500.
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Performance Overview (Unaudited)
December 31, 2009

SECTOR ALLOCATION as of December 31, 2009

v

® Materials (XLB) - 11.3%

@ Technology (XLK) - 11.3%

® Energy (XLE) - 11.2%

® Consumer Discretionary (XLY) - 11.1%
Consumer Staples (XLP) - 11.1%

® Financials (XLF) - 11.1%

@ Healthcare (XLV) - 11.0%

@ Industrials (XLI) - 11.0%

® Utilities (XLU) - 10.9%

GROWTH OF $10,000 as of December 31, 2009

== ALPS Equal Sector Weight ETF - NAV [$12,560]
ALPS Equal Sector Weight ETF - Market Price [$12,593]

$13,000 (| ---- S&P 500 [$1 2538 [
— Banc of America Securities Merrill
Lynch Equal Sector Weight Index [$12,497] /
$12,000
$11,000
$10,000 L L I I | ,

7/7/09  7/31/09 8/31/09 9/30/09 10/31/09 11/30/09 12/31/09
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“'% Disclosure of Fund Expenses

‘ For the Period Ended December 31, 2009 (Unaudited)

Shareholder Expense Example: As a shareholder of the Fund, you incur two
types of costs: (1) transaction costs which may include creation and redemption
fees or brokerage charges and (2) ongoing costs, including management fees
and other Fund expenses. These examples are intended to help you under-
stand your ongoing costs (in dollars) of investing in the Fund and to compare
these costs with the ongoing costs of investing in other funds. It is based on
an investment of $1,000 invested at July 1, 2009 and held through the period
ended December 31, 2009.

Actual Return: The first line of the table provides information about actual ac-
count values and actual expenses. You may use the information in this table, to-
gether with the amount you invested, to estimate the expenses that you incurred
over the period. Simply divide your account value by $1,000 (for example, an
$8,600 account value divided by $1,000 = 8.6), then multiply the result by the
number in the first line under the heading entitled “Expenses Paid during Period”
to estimate the expenses attributable to your investment during this period.

Hypothetical 5% Return: The second line of the table provides information
about hypothetical account values and hypothetical expenses based on the
Fund’s actual expense ratio and an assumed rate of return of 5% per year be-
fore expenses, which is not the Fund’s actual return. The hypothetical account
values and expenses may not be used to estimate the actual ending account
balance or expenses you paid for the period. You may use this information to
compare ongoing costs of investing in the Fund and other funds. To do so,
compare this 5% hypothetical example with the 5% hypothetical examples that
appear in the shareholder reports of the other funds.

The expenses shown in the table are meant to highlight ongoing Fund costs only
and do not reflect any transaction costs, such as creation and redemption fees,
or brokerage charges. Therefore, the second table is useful in comparing ongo-
ing costs only, and will not help you determine the relative total costs of owning
different funds. In addition, if these costs were included, your costs would have

been higher.
Expenses
Beginning Paid During
Account Ending Period
Value Account Value Expense 07/01/09-
07/01/09 12/31/09 Ratio 12/31/09
Actual®@ $1,000.00 $1,256.00 0.34% $1.87
Hypothetical®  $1,000.00 $1,023.49 0.34% $1.73

@  The “Actual” example in the table above is equal to the Fund’s annualized expense
ratio multiplied by the average account value over the period, multiplied by the number
of days the Fund was in existence in the most recent fiscal half year (178), then divided
by 365.

®  The “Hypothetical” example in the table above is equal to the Fund’s annualized ex-

pense ratio multiplied by the average account value over the period, multiplied by the
number of days in the most recent fiscal half year (184), then divided by 365.
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Report of Independent Registered Public Accounting Firm
December 31, 2009

To the Board of Trustees and Shareholders of ALPS ETF Trust:

We have audited the accompanying statement of assets and liabilities, including
the schedule of investments, of the ALPS Equal Sector Weight ETF (the “Fund”),
which is part of the ALPS ETF Trust, as of December 31, 2009, and the related
statement of operations, statement of changes in net assets, and the financial
highlights for the period from July 7, 2009 (inception) to December 31, 2009.
These financial statements and financial highlights are the responsibility of the
Fund’s management. Our responsibility is to express an opinion on these financial
statements and financial highlights based on our audits.

We conducted our audit in accordance with the standards of the Public Com-
pany Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether
the financial statements and financial highlights are free of material misstatement.
The Fund is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Our audit included consideration of inter-
nal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Fund’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial state-
ments, assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.
Our procedures included confirmation of securities owned as of December 31,
2009, by correspondence with the custodian. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements and financial highlights referred to above
present fairly, in all material respects, the financial position of the ALPS Equal
Sector Weight ETF as of December 31, 2009, the results of its operations, the
changes in its net assets, and the financial highlights for the period from July 7,
2009 (inception) to December 31, 2009, in conformity with accounting principles
generally accepted in the United States of America.

Dbt i Joucha L2

February 24, 2010
Denver, Colorado
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Security Description

Statement of Investments
December 31, 2009

EXCHANGE TRADED FUNDS (99.94%)

Consumer Discretionary (11.07 %)
Consumer Discretionary Select
Sector SPDR Fund

Consumer Staples (11.10%)
Consumer Staples Select Sector
SPDR Fund

Energy (11.17%)
Energy Select Sector SPDR Fund

Financials (11.13%)
Financial Select Sector SPDR Fund

Healthcare (10.99%)
Health Care Select Sector SPDR Fund

Industrials (10.98%)
Industrial Select Sector SPDR Fund

Materials (11.34%)
Materials Select Sector SPDR Fund

Technology (11.26%)
Technology Select Sector SPDR Fund

Utilities (10.90%)
Utilities Select Sector SPDR Fund

TOTAL EXCHANGE TRADED FUNDS
(Cost $12,528,125)

TOTAL INVESTMENTS (99.94%)
(Cost $12,528,125)

NET OTHER ASSETS AND LIABILITIES (0.06%)

NET ASSETS (100.00%)

See Notes to Financial Statements.
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Shares Market Value
52,071 $ 1,550,154
58,768 1,555,589
27,442 1,564,468
108,356 1,659,243
49,541 1,639,734
55,346 1,538,065
48,132 1,588,357
68,984 1,577,664
49,240 1,526,440
13,999,714

13,999,714

8,613

$ 14,008,227



Statement of Assets and Liabilities

December 31, 2009

ASSETS:
Investments, at value 13,999,714
Cash 12,538
Total Assets 14,012,252
LIABILITIES:
Payable to advisor 4,025
Total Liabilities 4,025
NET ASSETS 14,008,227
NET ASSETS CONSIST OF:
Paid-in capital 12,530,970
Undistributed net investment income 41
Accumulated net realized gain on investments 5,627
Net unrealized appreciation on investments 1,471,589
NET ASSETS 14,008,227
INVESTMENTS, AT COST 12,628,125
PRICING OF SHARES
Net Assets 14,008,227
Shares of beneficial interest outstanding
(Unlimited number of shares authorized,
par value $0.01 per share) 450,000
Net Asset Value, offering and redemption
price per share 31.13

See Notes to Financial Statements.
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ALY

‘ Statement of Operations
‘ For the Period Ended July 7, 2009 (Inception) Through December 31, 2009

INVESTMENT INCOME:

Dividends $ 140,472

Total Investment Income 140,472
EXPENSES:

Investment advisory fee 17,698

Total Expenses before Reimbursement 17,698

Expenses Reimbursed by:

Investment advisor (1,435)

NET EXPENSES 16,263
NET INVESTMENT INCOME 124,209
Net realized gain on investments 9,220
Net change in unrealized appreciation on investments 1,471,589
NET REALIZED AND UNREALIZED GAIN

ON INVESTMENTS 1,480,809
NET INCREASE IN NET ASSETS RESULTING

FROM OPERATIONS $ 1,605,018

See Notes to Financial Statements.
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Statement of Changes in Net Assets

For the Period Ended
July 7, 2009 (Inception)
through
December 31, 2009

OPERATIONS:
Net investment income $ 124,209
Net realized gain on investments 9,220
Net change in unrealized appreciation
on investments 1,471,589
Net increase in net assets resulting from operations 1,605,018

DISTRIBUTIONS TO SHAREHOLDERS:

From net investment income (124,168)

From net realized gains on investments (3,593)

Total distributions (127,761)
SHARE TRANSACTIONS:

Proceeds from sale of shares 12,530,970

Net increase from share transactions 12,530,970

Net increase in net assets 14,008,227
NET ASSETS:

Beginning of period -

End of period* $ 14,008,227

*Including undistributed net investment income of: $ 41

OTHER INFORMATION:

SHARE TRANSACTIONS:
Beginning shares -
Sold 450,000
Shares outstanding, end of period 450,000

See Notes to Financial Statements.
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Financial Highlights

For a share outstanding throughout the period presented.

For the Period Ended
July 7, 2009 (Inception)
through
December 31, 2009

NET ASSET VALUE, BEGINNING OF PERIOD $ 2504

INCOME FROM OPERATIONS:

Net investment income 0.31
Net realized and unrealized gain on investments 6.10
Total from Investment Operations 6.41

LESS DISTRIBUTIONS:

From net investment income (0.31)
From capital gains (0.01)
Total distributions (0.32)
NET INCREASE IN NET ASSET VALUE 6.09
NET ASSET VALUE, END OF PERIOD $ 31.13
TOTAL RETURN® 25.60%
RATIOS/ SUPPLEMENTAL DATA:

Net assets, end of period (in 000s) $ 14,008
RATIOS TO AVERAGE NET ASSETS:

Net investment income including reimbursement/waiver 2.60% *©
Net investment income excluding reimbursement/waiver 2.57% ©
Operating expenses including reimbursement/waiver 0.34% ®
Operating expenses excluding reimbursement/waiver 0.37% ®
PORTFOLIO TURNOVER RATE® 4%

@

(b)

©

Total return is calculated assuming an initial investment made at the net
asset value at the beginning of the period and redemption at the net asset
value on the last day of the period. The return presented does not reflect
the deduction of taxes that a shareholder would pay on Fund distributions
or the redemption or sale of Fund shares. Total return calculated for a pe-
riod of less than one year is not annualized.

Portfolio turnover is not annualized and does not include securities received
or delivered from processing creations or redemptions.

See Notes to Financial Statements.
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Notes to Financial Statements
December 31, 2009

1. ORGANIZATION

The ALPS ETF Trust (the “Trust”) is an open-end management investment com-
pany organized as a Delaware statutory trust on September 13, 2007 and is
registered with the Securities and Exchange Commission (“SEC”) under the In-
vestment Company Act of 1940, as amended (the “1940 Act”). As of the year
end, the Trust consists of five separate portfolios. Each portfolio represents a
separate series of the Trust. This report pertains solely to the ALPS Equal Sector
Weight ETF (the “Fund”), which commenced Investment operations on July 6,
2009 and began trading on the exchange on July 7, 2009.

The Fund’s Shares are listed on the NYSE Arca. Unlike conventional mutual
funds, the Fund issues and redeems Shares on a continuous basis, at NAYV,
only in large specified blocks of 50,000 Shares, each of which is called a
“Creation Unit.” Creation Units are issued and redeemed principally in-kind
for securities included in a specified index. Except when aggregated in Cre-
ation Units, Shares are not redeemable securities of the Fund. The investment
objective of the Fund is to seek investment results that correspond generally
to the price and vyield (before the Fund’s fees and expenses) of the Banc of
America Securities Merrill Lynch Equal Sector Weight Index.

2. SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies consistently fol-
lowed by the Fund in the preparation of the financial statements. The accom-
panying financial statements were prepared in accordance with accounting
principles generally accepted in the United States of America (“U.S. GAAP”).
The preparation of financial statements in conformity with U.S. GAAP requires
management to make certain estimates and assumptions that affect the re-
ported amounts of assets and liabilities and disclosures of contingent assets
and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the period. Actual results could differ from
those estimates.

A. Portfolio Valuation

The Fund’s NAV is determined daily, as of the close of regular trading on the New
York Stock Exchange (“NYSE”), normally 4:00 p.m. Eastern time, on each day
the NYSE is open for trading. The NAV is computed by dividing the value of all
assets of the Fund (including accrued interest and dividends), less all liabilities
(including accrued expenses and dividends declared but unpaid), by the total
number of shares outstanding.

The Fund’s investments are valued at market value or, in the absence of market
value with respect to any portfolio securities, at fair value according to proce-
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“'% Notes to Financial Statements

‘ December 31, 2009

dures adopted by the Trust’s Board of Trustees. Portfolio securities listed on any
exchange other than the NASDAQ Stock Market, Inc. (‘NASDAQ”) are valued
at the last sale price on the business day as of which such value is being de-
termined. If there has been no sale on such day, the securities are valued at the
mean of the most recent bid and asked prices on such day. Securities traded on
the NASDAQ are valued at the NASDAQ Official Closing Price as determined by
NASDAQ. Short-term investments that mature in less than 60 days are valued
at amortized cost.

Certain securities may not be able to be priced by pre-established pricing meth-
ods. Such securities may be valued by the Board of Trustees or its delegate at
fair value. These securities generally include, but are not limited to, restricted
securities (securities which may not be publicly sold without registration under
the Securities Act of 1933) for which a pricing service is unable to provide a
market price; securities whose trading has been formally suspended; a security
whose market price is not available from a pre-established pricing source; a
security with respect to which an event has occurred that is most likely to ma-
terially affect the value of the security after the market has closed but before the
calculation of the Fund’s NAV or make it difficult or impossible to obtain a reliable
market quotation; and a security whose price, as provided by the pricing ser-
vice, does not reflect the security’s “fair value.” As a general principle, the current
“fair value” of a security would be the amount which the owner might reasonably
expect to receive from the closing sale prices on the applicable exchange and
fair value prices may not reflect the actual value of a security. A variety of factors
may be considered in determining the fair value of such securities.

Valuing the Fund’s securities using fair value pricing will result in using prices
for those securities that may differ from current market valuations. Use of fair
value prices and certain market valuations could result in a difference between
the prices used to calculate a Fund’s NAV and the prices used by the Index,
which, in turn, could result in a difference between a Fund’s performance and
the performance of the Index. No securities were valued using the Fund’s fair
value procedures at December 31, 2009.

B. Securities Transactions and Investment Income

Securities transactions are recorded as of the trade date. Realized gains and
losses from securities transactions are recorded on the identified cost basis.
Dividend income is recorded on the ex-dividend date. Interest income, if any, is
recorded on the accrual basis.

Annual Report | December 31, 2009 14



Notes to Financial Statements
December 31, 2009

C. Federal Tax Information

The timing and character of income and capital gain distributions are deter-
mined in accordance with income tax regulations, which may differ from U.S.
GAAP. Reclassifications are made to the Fund’s capital accounts for permanent
tax differences to reflect income and gains available for distribution (or available
capital loss carryforwards) under income tax regulations.

For the year ended December 31, 2009, there were no permanent book and
tax differences.

D. Dividends and Distributions to Shareholders

Dividends from net investment income of the Fund, if any, are declared and paid
quarterly or as the Board of Trustees may determine from time to time. Distribu-
tions of net realized capital gains earned by the Fund, if any, are distributed at
least annually.

Distributions from income and capital gains are determined in accordance with
income tax regulations, which may differ from U.S GAAP. These differences are
primarily due to differing treatments of income and gains on various investment
securities held by the Fund, timing differences and differing characterization of
distributions made by the Fund.

The tax character of the distributions paid was as follows:

Period Ended
December 31, 2009

Distributions paid from:
Ordinary Income $ 127,761
Total $ 127,761

As of December 31, 2009, the components of distributable earnings on a tax
basis for the Fund were as follows:

Undistributed net investment income $ 5,753
Net unrealized appreciation on investments 1,471,604
Total $ 1,477,257

The differences between book-basis and tax-basis are primarily due to the
deferral of losses from wash sales.
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“'% Notes to Financial Statements

‘ December 31, 2009

E. Income Taxes

No provision for income taxes is included in the accompanying financial state-
ments, as the Fund intends to distribute to shareholders all taxable investment
income and realized gains and otherwise comply with Subchapter M of the In-
ternal Revenue Code applicable to regulated investment companies.

The Fund evaluates tax positions taken (or expected to be taken) in the course
of preparing the Fund’s tax returns to determine whether these positions meet
a “more-likely-than-not” standard that, based on the technical merits, have a
more than fifty percent likelihood of being sustained by a taxing authority upon
examination. A tax position that meets the “more-likely-than-not” recognition
threshold is measured to determine the amount of benefit to recognize in the
financial statements.

Management of the Fund analyzes all open tax years, as defined by the Statute
of Limitations, for all major jurisdictions, including federal tax authorities and
certain state tax authorities. As of and during the fiscal year ended December
31, 2009, the Fund did not have a liability for any unrecognized tax benefits. The
Fund will file income tax returns in the U.S. federal jurisdiction and Colorado. For
the year ended December 31, 2009, the Fund’s returns will be open to examina-
tion by the appropriate taxing authority.

F. Fair Value Measurements

A three-tier hierarchy has been established to measure fair value based on the
extent of use of “observable inputs” as compared to “unobservable inputs” for
disclosure purposes and requires additional disclosures about these valuations
measurements. Inputs refer broadly to the assumptions that market participants
would use in pricing a security. Observable inputs are inputs that reflect the
assumptions market participants would use in pricing the security developed
based on market data obtained from sources independent of the reporting en-
tity. Unobservable inputs are that reflect the reporting entity’s own assumptions
about the assumptions market participants would use in pricing the security
developed based on the best information available in the circumstances.

The three-tier hierarchy is summarized as follows:
Level 1 - quoted prices in active markets for identical securities

Level 2 - other significant observable inputs (including quoted prices for simi-
lar securities, interest rates, prepayment speeds, credit risk, etc.)

Level 3 - significant unobservable inputs (including the Fund’s own assump-
tions in determining the fair value of investments)
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Notes to Financial Statements
December 31, 2009

ALPS EQUAL SECTOR WEIGHT ETF

Assets:
Level 2-
Other Level 3 -
Investments in Significant Significant
Securities at Level 1 - Observable  Unobserv-
Value Quoted Prices Inputs able Inputs Total
Exchange Traded
Funds $13999,714 $ - $ - $13,999,714
TOTAL $13999,714 $§ - $ - $13,999,714

All securities of the Fund were valued using Level 1 inputs for the year ended December
31, 2009. Thus a reconciliation of assets in which significant unobservable inputs (Level 3)
were used is not applicable for this Fund.

In April 2009, FASB issued “Determining Fair Value When the Volume and Level
of Activity for the Asset or Liability Have Significantly Decreased and Identifying
Transactions That Are Not Orderly,” which provides additional guidance for esti-
mating fair value in accordance with Fair Value Measurements when the volume
and level of activity for the asset or liability have significantly decreased as well as
guidance on identifying circumstances that indicate a transaction is not orderly.
Additionally, it amends the Fair Value Measurement Standard by expanding dis-
closure requirements for reporting entities surrounding the major categories of
assets and liabilities carried at fair value. The required disclosures have been
incorporated into the summary of inputs tables above. Applying this guidance
did not have a material impact on the Fund’s financial statements.

3. INVESTMENT ADVISORY FEE AND OTHER
AFFILIATED TRANSACTIONS

ALPS Advisors, Inc. (the “Investment Adviser”) acts as the Fund’s investment
adviser pursuant to an Advisory Agreement with the Trust on behalf of the Fund
(the “Advisory Agreement”). Pursuant to the Advisory Agreement, the Fund pays
the Investment Adviser a unitary fee for the services and facilities it provides
payable on a monthly basis at the annual rate of 0.37% of the Fund’s average
daily net assets. ALPS Distributors Inc. (“ADI”) is both the distributor for the Fund
as well as the Select Sector SPDR exchange traded funds (“Underlying Sector
ETFs”) that the Fund invests in. As required by exemptive relief obtained by
the Underlying Sector ETFs, the Investment Adviser will reimburse the Fund an
amount equal to the distribution fee received by ADI from the Underlying Sector
ETFs attributable to the Fund’s investment in the Underlying Sector ETFs, for so
long as ADI acts as the distributor to the Fund and the Underlying Sector ETFs.
From time to time, the Investment Adviser may waive all or a portion of its fee.
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“'% Notes to Financial Statements

‘ December 31, 2009

Out of the unitary management fee, the Investment Adviser pays substantially
all expenses of the Fund, including the licensing fee of the Index provider, and
the cost of transfer agency, custody, fund administration, legal, audit and other
services, except for interest expenses, distribution fees or expenses, brokerage
expenses, taxes and extraordinary expenses not incurred in the ordinary course
of the Fund’s business. In addition, the Investment Adviser’s unitary manage-
ment fee is designed to compensate the Investment Adviser for providing ser-
vices for the Fund.

ALPS Fund Services, Inc. (“ALPS”), an affiliate of the Investment Adviser, is the
administrator of the Fund.

The Bank of New York Mellon is the custodian, fund accounting agent and
transfer agent for the Fund.

Each Trustee who is not an officer or employee of the Investment Adviser, or
any of its affiliates (“Independent Trustees”) is paid a quarterly retainer of $3,500,
$1,500 for each regularly scheduled Board meeting attended and $750 for each
special meeting held outside of regularly scheduled meetings.

4. PURCHASES AND SALES OF SECURITIES

For the year ended December 31, 2009, the cost of purchases and proceeds
from sales of investment securities, excluding in-kind transactions and short-
term investments, were as follows:

Purchases Sales
ALPS Equal Sector Weight ETF $ 453,255 $ 467,144

For the year ended December 31, 2009, the cost of in-kind purchases and pro-
ceeds from in-kind sales were as follows:

Purchases Sales
ALPS Equal Sector Weight ETF $12,532,794 $ -

Gains on in-kind transactions are generally not considered taxable gains for Fed-
eral income tax purposes.
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Notes to Financial Statements
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As of December 31, 2009, the costs of investments for federal income tax pur-
poses and accumulated net unrealized appreciation/(depreciation) on invest-
ments were as follows:

Gross Appreciation (excess of value over tax cost) $1,471,504
Net Unrealized Appreciation 1,471,504
Cost of investments for income tax purposes 12,528,210

5. CAPITAL SHARE TRANSACTIONS

Shares are created and redeemed by the Fund only in Creation Unit size ag-
gregations of 50,000. Only Authorized Participants are permitted to purchase or
redeem Creation Units from the Fund. Such transactions are generally permitted
on an in-kind basis, with a balancing cash component to equate the transaction
to the net asset value per unit of the Fund on the transaction date. Cash may
be substituted equivalent to the value of certain securities generally when they
are not available in sufficient quantity for delivery, not eligible for trading by the
Authorized Participant or as a result of other market circumstances.

6. INDEMNIFICATIONS

Under the Trust’s organizational documents, its Officers and Trustees are in-
demnified against certain liability arising out of the performance of their duties
to the Trust. Additionally, in the normal course of business, the Trust enters into
contracts with service providers that contain general indemnification clauses.
The Trust’s maximum exposure under these arrangements is unknown, as this
would involve future claims that may be made against the Trust that have not
yet occurred.

7. SUBSEQUENT EVENTS

Management has evaluated whether any events or transactions occurred sub-
sequent to December 31, 2009 through February 24, 2010, the date of issuance
of the Fund’s financial statements, and determined that there were no material
events or transactions that would require recognition or disclosure in the Funds’
financial statements.
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‘ December 31, 2009

PROXY VOTING POLICIES AND PROCEDURES

A description of the policies and procedures that the Fund uses to determine
how to vote proxies and information on how the Fund voted proxies relating
to portfolio securities during the period ending June 30, 2010 will be available
(1) without charge, upon request, by calling (866) 513-5856; (2) on the Trust’s
website located at http://www.alpsetfs.com; and (3) on the SEC’s website at
http://www.sec.gov.

PORTFOLIO HOLDINGS

The Trust will file its complete schedule of portfolio holdings with the SEC for
the first and third quarters of each fiscal year on Form N-Q. The Trust’s Form
N-Q will be available (1) by calling (866) 513-5856; (2) on the Trust’s website
located at http://www.alpsetfs.com; (3) on the SEC’s website at http:// www.
sec.gov; and (4) for review and copying at the SEC’s Public Reference Room
(“PRR”) in Washington D.C. Information regarding the operation of the PRR
may be obtained by calling (800) SEC-0330.

TAX INFORMATION

Tax Designations

The Fund designates the following amounts for the fiscal year ended
December 31, 2009:

Qualified Dividend Income 85.32%
Corporate Dividends Received Deduction 83.89%
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Trustees & Officers (Unaudited)
December 31, 2009

INDEPENDENT TRUSTEES
Number of
Portfolios
in Fund
Name, Address Complex
and Age of Position(s)  Term of Office Overseen Other
Management Held and Length of Principal Occupation(s) by Directorships
Trustee* with Trust Time Served** During Past 5 Years Trustees™* Held by Trustees
Mary K. Trustee Since March ~ Ms. Anstine was President/ 19 Ms. Anstine
Anstine, 2008 Chief Executive Officer of is a Trustee of
age 69 HealthONE  Alliance, Den- ALPS Variable
ver, Colorado, and former Insurance Trust
Executive Vice President (1 fund); Finan-
of First Interstate Bank of cial  Investors
Denver. Ms. Anstine is also Variable Insur-
Trustee/Director of the fol- ance Trust (5
lowing: AV Hunter Trust; funds); Finan-
Colorado Uplift Board. Ms. cial Investors
Anstine was formerly a Di- Trust (7 funds);
rector of the Trust Bank of Reaves  Utility
Colorado (later purchased Income Fund;
and now known as Northern and West-
Trust Bank), HealthONE and core Trust (12
Denver Area Council of the funds).
Boy Scouts of America and
a member of the American
Bankers Association Trust
Executive Committee.
Jeremy W. Trustee  Since March ~ Mr. Deems is the Co-Pres- 14 Mr. Deems is
Deems, 2008 ident and Chief Financial a Trustee of
age 33 Officer of Green Alpha Ad- ALPS Variable
visors, LLC. Prior to join- Insurance Trust
ing Green Alpha Advisors, (1 fund); Finan-
Mr. Deems was CFO and cial  Investors
Treasurer of Forward Man- Trust (7 funds);
agement, LLC, ReFlow and Reaves
Management Co., LLC, Utility  Income
ReFlow Fund, LLC, a pri- Fund.
vate investment fund, and
Sutton Place Manage-
ment, LLC, an adminis-
trative services company,
from 2004 to June 2007.
Prior to this, Mr. Deems
served as Controller of
Forward Management,
LLC, ReFlow Manage-
ment Co., LLC, ReFlow
Fund, LLC and Sutton
Place Management, LLC.
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Trustees & Officers (Unaudited)
December 31, 2009

INDEPENDENT TRUSTEES Continued

Number of
Portfolios
in Fund
Name, Address Complex
and Age of Position(s)  Term of Office Overseen Other
Management Held and Length of Principal Occupation(s) by Directorships
Trustee* with Trust Time Served** During Past 5 Years Trustees™™ Held by Trustees
Rick A. Trustee  Since March  President, Foundation Prop- 9 Mr.  Pederson
Pederson, 2008 erties, Inc. (a real estate is Trustee of
age 57 investment  management Westcore Trust
company), 1994 - present; (12 funds)

Partner, Western Capital
Partners (@ prime lending
company), 2000 - present;
Partner, Bow River Capital
Partners (investment man-
ager), 2003 - present; Prin-
cipal, The Pauls Corporation
(real estate development),
2008 - present; Director,
Guaranty Bank and Trust
(@ community bank), 1999
— 2007; Winter Park Recre-
ational Association (an entity
that operates, maintains and
develops Winter Park Re-
sort), 2002 — 2008; Neenan
Co. (an integrated real estate
development,  architecture
and construction company),
2002 - present; NexCore
Properties LLC (a real estate
investment company), 2004
— present; Urban Land Con-
servancy (a not-for-profit or-
ganization), 2004 — present.

*  The business address of the Trustee is c/o ALPS Advisors, Inc., 1290 Broadway, Suite 1100, Den-

ver, Colorado 80203.

This is the period for which the Trustee began serving the Trust. Each Trustee serves an indefinite

term, until his successor is elected.

*** The Fund Complex includes all series of the Trust and any other investment companies for which
ALPS Advisors, Inc. provides investment advisory services.

*k
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Trustees & Officers (Unaudited)

ok

‘ December 31, 2009
INTERESTED TRUSTEE
Number of
Portfolios
in Fund
Name, Address Complex
and Age of Position(s) Term of Office Overseen Other
Management Held and Length of Principal Occupation(s) by Directorships
Trustee* with Trust Time Served** During Past 5 Years Trustees™* Held by Trustees
Thomas A. Trustee  Since March Mr. Carter joined ALPS 14 Mr. Carter is a
Carter, and 2008 Fund  Services, Inc. Trustee of Fi-
age 43 Presi- (“ALPS”) in 1994 and is nancial Inves-
dent currently President and tors  Variable
Director of ALPS Advisors, Insurance Trust
Inc. (“AAI”), ALPS Distribu- (5 funds)

tors, Inc. (“ADI") and FTAM
Funds Distributor,  Inc.
(“FDI") and Executive Vice
President and Director of
ALPS and ALPS Holdings,
Inc. (“AHI"). Because of his
position with AHI, ALPS,
ADI, FDIand AAl, Mr. Cart-
er is deemed an affiliate of
the Fund as defined under
the 1940 Act. Before join-
ing ALPS, Mr. Carter was
with  Deloitte & Touche
LLP, where he worked
with a diverse group of
clients, primarily within the
financial services industry.
Mr. Carter is a Certified
Public Accountant and re-
ceived his Bachelor of Sci-
ence in Accounting from
the University of Colorado
at Boulder.

*  The business address of the Trustee is c/o ALPS Advisors, Inc., 1290 Broadway, Suite 1100, Den-
ver, Colorado 80203.

**This is the period for which the Trustee began serving the Trust. Each Trustee serves an indefinite
term, until his successor is elected.

*** Mr. Carter is an interested person of the Trust because of his affiliation with ALPS.
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OFFICERS

Name, Address
and Age of
Executive Officer*

Position(s)
Held
with Trust

Length of
Time Served**

Trustees & Officers (Unaudited)
December 31, 2009

Principal Occupation(s) During Past 5 Years

Melanie
Zimdars,
age 33

Chief
Compliance
Officer
(“CCO")

Since
December
2009

Ms. Zimdars currently serves as a Deputy Chief
Compliance Officer with ALPS. Prior to joining ALPS
in September 2009, Ms. Zimdars served as Princi-
pal Financial Officer, Treasurer and Secretary for the
Wasatch Funds from February 2007 to December
2008. From November 2006 to February 2007, she
served as Assistant Treasurer for the Wasatch Funds
and served as a Senior Compliance Officer for Wa-
satch Advisors, Inc. since 2005. From 2001 until
joining Wasatch in 2005, she was a Compliance Of-
ficer for U.S. Bancorp Fund Services, LLC. Because
of her position with ALPS, Ms. Zimdars is deemed
an affiliate of the Trust as defined under the 1940
Act. Ms. Zimdars is also the CCO of ALPS Variable
Insurance Trust, Financial Investors Variable Insur-
ance Trust, Liberty All-Star Growth Fund, Inc. and
Liberty All-Star Equity Fund.

Kimberly R.
Storms,
age 37

Treasurer

Since
March
2008

Ms. Storms is Director of Fund Administration and
Senior Vice President of ALPS. Ms. Storms joined
ALPS in 1998 as Assistant Controller. Because of
her position with ALPS, Ms. Storms is deemed an
affiliate of the Trust as defined under the 1940 Act.
Ms. Storms is also Treasurer of ALPS Variable Insur-
ance Trust; Assistant Treasurer of the Liberty All-Star
Equity Fund, Liberty All-Star Growth Fund and Fi-
nancial Investors Trust; and Assistant Secretary of
Ameristock Mutual Fund, Inc.

William
Parmentier,
age 57

Vice
President

Since
March
2008

Mr. Parmentier is Chief Investment Officer, ALPS Advi-
sors, Inc. (since 2006); President of the Liberty All-Star
Funds (since April 1999); Senior Vice President (2005-
2006), Banc of America Investment Advisors, Inc.

Tané T. Tyler,
age 44

Secretary

25

Since
December
2008

Ms. Tyler is Senior Vice President, General Coun-
sel and Secretary of ALPS. Ms. Tyler joined ALPS
in 2004. She served as Secretary, Liberty All-Star
Equity Fund and Liberty All-Star Growth Fund from
December 2006-2008; Secretary, Reaves Utility In-
come Fund from December 2004-2007; Secretary,
Westcore Funds from February 2005-2007; Secre-
tary, First Funds from November 2004 to January
2007; Secretary, Financial Investors Variable Insur-
ance Trust from December 2004-December 2006;
Vice President and Associate Counsel, Oppen-
heimer Funds from January 2004 to August 2004;
Vice President and Assistant General Counsel, IN-
VESCO Funds from September 1991 to

December 2008.
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“ " Trustees & Officers (Unaudited)
‘ December 31, 2009

Name, Address Position(s)
and Age of Held Length of
Executive Officer* with Trust Time Served** Principal Occupation(s) During Past 5 Years
Monette R. Tax Officer  Since Ms. Nickels is Senior Vice President and Director
Nickels, December  of Tax Administration of ALPS. Ms. Nickels joined
age 38 2009 ALPS in 2004 as Director of Tax Administration.

Because of her position with ALPS, Ms. Nickels is
deemed an affiliate of the Trust as defined under
the 1940 Act. Ms. Nickels is also Tax Officer of
ALPS Variable Insurance Trust, Financial Investors
Trust, Liberty All-Star Equity Fund, Liberty All-Star
Growth Fund, Inc., and Financial Investors Variable
Insurance Trust.

*

The business address of each Officer is c/o ALPS Advisors, Inc., 1290 Broadway, Suite
1100, Denver, Colorado 80203.

** This is the period for which the Officer began serving the Trust. Each Officer serves an
indefinite term, until his successor is elected.
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Board Considerations Regarding Approval of
Investment Advisory Agreement

At an in-person meeting held on March 9, 2009, the Board of Trustees of the
Trust (the “Board”), including the Trustees who are not “interested persons” of
the Trust within the meaning of the 1940 Act, as amended (the “Independent
Trustees”), evaluated a proposal to approve the Advisory Agreement between
the Trust and the Investment Adviser with respect to the Funds. The Indepen-
dent Trustees also met separately with their independent legal counsel to con-
sider the Advisory Agreement.

In evaluating the Advisory Agreement, the Board considered various fac-
tors, including (i) the nature, extent and quality of the services expected to
be provided by the Investment Adviser with respect to the Fund under the
Advisory Agreement, (ii) costs to the Investment Adviser of its services; and
(iii) the extent to which economies of scale would be realized if and as the
Fund grows and whether the fee level in the Advisory Agreement reflects
these economies of scale.

The Board of Trustees, including a majority of the independent trustees, de-
termined that approval of the Advisory Agreement was in the best interests
of the Fund. The Board of Trustees, including the independent trustees, did
not identify any single factor or group of factors as all important or controlling
and considered all factors together. In evaluating whether to approve the
Advisory Agreement for the Fund, the Board considered numerous factors, as
described below.

With respect to the nature, extent and quality of the services to be provided by
the Adviser under the Advisory Agreement, the Board considered and reviewed
information concerning the services proposed to be provided under the Advi-
sory Agreement, the proposed investment parameters of the index for the Fund,
financial information regarding the Adviser and its parent company, information
describing the Adviser’s current organization and the background and experi-
ence of the persons who would be responsible for the day-to-day management
of the Fund, the anticipated financial support of the Fund and the nature and
quality of services provided to other exchange-traded (“ETFs”), open-end and
closed-end funds by the Adviser. Based upon their review, the Board concluded
that the Adviser was qualified to manage the Fund and oversee the services to
be provided by other service providers and that the services to be provided by
the Adviser to the Fund are expected to be satisfactory.

With respect to the costs of services to be provided and profits to be realized by
the Adviser, the Board considered the resources involved in managing the Fund
as well as the fact that the Adviser had agreed to pay all of the Fund’s expenses
(except for interest expenses, distribution fees or expenses, brokerage expens-
es, taxes and extraordinary expenses such as litigation and other expenses not
incurred in the ordinary course of the Fund’s business) out of the unitary advisory
fee. The Board noted that because the Fund is newly organized, the Adviser
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'% Board Considerations Regarding Approval of
‘ Investment Advisory Agreement

represented that profitability information was not yet determinable. However,
based upon the impact of the unitary advisory fee for the Fund, the Board con-
cluded that profitability was not expected to be unreasonable.

The Board also reviewed information provided by the Adviser showing the pro-
posed advisory fees for the Fund as compared to those of a peer group of ETFs
compiled using Lipper comparative fee data. The Board noted the services to
be provided by the Adviser for the annual advisory fee of 0.37% of the Fund’s
average daily net assets. The Board also considered that the advisory fee was a
unitary one and that, as set forth above, the Adviser had agreed to pay all of the
Fund’s expenses (except for interest expenses, distribution fees or expenses,
brokerage expenses, taxes and extraordinary expenses such as litigation and
other expenses not incurred in the ordinary course of the Fund’s business) out
of the unitary fee. The Board considered that, taking into account the impact of
the Fund’s unitary advisory fee, the Fund’s expense ratios were expected to be
within range of the expense ratios of the peer group of ETFs provided by the Ad-
viser. The Board concluded that the Fund’s advisory fee was reasonable given
the nature, extent and anticipated quality of the services to be provided under
the Investment Adviser Agreement and the expense limitation by operation of
the unitary advisory fee.

The Board considered the extent to which economies of scale would be real-
ized as the Fund grows and whether fee levels reflect a reasonable sharing of
such economies of scale for the benefit of Fund investors. Because the Fund is
newly organized, the Board reviewed the Fund’s proposed unitary advisory fee
and anticipated expenses, and determined to review economies of scale in the
future when the Fund had attracted assets.

The Board considered benefits to be derived by the Adviser from its relationship

with the Fund. The Board concluded that the advisory fees were reasonable,
taking into account these benefits.
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