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CHINA TAIPING

RET RATERE RAEXEETERAM - FREX - REEXNBRAR -
BERBEAFITMEN  KEEE -

EESBARENEMERA 2T PR RBR(EEE 2T REMNRERE -
REFPEET A ZEHNNEEZEME -

REFBAMKNEREE )  BEEFEAFREAR - BEEMARIFRENRERER -
FERIFTHEEREL -

BESKBLENSZ  ME  SRTEAFALESR  BHALOFERE - FHPE 4 A
—EXE BETFEAFMHE2BETATLE REAR  UREREY - TnEBHBHER -

EERENRENR - T "PEAFRHERRITESE —FZEBEGARRSRER" W5H
EREKFRRICEREZOTR2E -

“Taiping” is the name of our Company, and also symbolizes a towering, grand tree extending into and
embracing the blue skies, with strong roots deeply and firmly embedded in the earth, conveying the
message that China Taiping is full of strength and vitality, and is here to stay.

The color blue represents the boundless expanse of the sky, exemplifying the peace and
harmony created in the lives of our clients by the sincerity and quality of our financial services and
insurance protection.

The color green represents the vitality and energy of the earth, embodying China Taiping’s love for
nature and care for life, as well as our dynamic and innovative corporate culture and image.

The color white represents the purity and nobility of the human soul, signifying the dedication and
noble-minded spirit of China Taiping. The combination of blue, green and white in our logo
symbolizes the passion for life and for nature of all of our people, and their pursuit of excellence and
reaching for ideals.

The overall design of our logo is spherical, emphasizing China Taiping’s special, pioneering distinction
of being “the first international, cross-border, multi-line insurance company within China’s insurance
industry”, and clearly portrays our future direction of global development.
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Simplified Ownership Structure

China Taiping
Insurance Group Co.
(“TPG”)

I 100%

China Taiping
Insurance Group (HK)
Company Limited

(“TPG (HK)”)
53.29% 46.71%
China Taiping
Insurance Holdings
Company Limited
(“CTIH”)
Note (1) Fo.os% Note (2) I 61.21% I 100% \ 100%
Taiping Life Taiping General China Taiping Taiping
Insurance Insurance Insurance (HK) Reinsurance
Company Limited Company Limited Company Limited Company Limited
(“TPL”) (“TPI”) (“CTPI (HK)”) (“TPRe”)
Note (3) Fe% Note (4) || 60% 100% \ 100%
- : Taiping Asset Taiping Assets Taiping
C-l;?;r?mz?npeL?r?iCt)g q Management Management (HK) Reinsurance
F()“Tgpu) Company Limited Company Limited Brokers Limited
(“TPAM”) (“TPA (HK)") (“TPRB”)

Note (1): TPG and Ageas own the remaining 25.05% and 24.90% equity interests in TPL, respectively.
Note (2): TPG owns the remaining 38.79% equity interest in TPI.
Note (3): TPG owns the remaining 4% equity interest in TPP.

Note (4): TPG and Ageas own the remaining 20% and 20% equity interests in TPAM, respectively.

(As at 31 December 2011)

China Taiping Insurance Holdings Company Limited
2011 Annual Report
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Chairman’s Statement

2011 RESULTS

In 2011, net profit attributable to shareholders amounted to HK$495.30 million, representing a decrease of 77.9%
compared to Last Year, and a decrease of 53.4% compared to Last Year if the extraordinary gain on the sale of
MAC in the Last Year is excluded. Premiums amounted to HK$49,889.70 million, representing a slight increase
of 2.7% compared to Last Year. Net assets attributable to shareholders amounted to HK$11,434.70 million,
representing a decrease of 10.1% compared to Last Year. Details of the operating results and performance of
each business segment are set out in the Management Review and Analysis.

ECONOMIC SITUATION DOMESTICALLY AND OVERSEAS

The international financial crisis is far from over. The European sovereign debt crisis continues to worsen, and the
domestic political and economic struggles of heavily indebted countries have become increasingly interlinked.
The debt problems now threaten to spread and impact other regions and countries. With unemployment rates
in major economies remaining high amidst tepid economic recoveries, the ongoing economic downturn could
turn into a prolonged period of stagnation. Emerging economies now face the double pressures of a slowdown
in economic growth and a rapid rise in inflation and prices. In the short term, the impact of the international
financial crisis will be difficult to ameliorate, and the downside risk to the world economy has clearly increased.
The protracted nature, difficulty and complexity of the economic recovery have become increasingly apparent.

All of these current trends, such as the interconnections between domestic markets and international markets,
the slowdown of world economic growth, rising inflation, and limited new industries and markets, could through
various channels impact the development of China.

OPERATIONS AND ACHIEVEMENTS

Under the current market environment of slowing PRC life insurance premium growth, TPL continues to forge
ahead, and is intensifying efforts to reform and innovate, and to strengthen the expansion of high-quality lines of
business. The productivity of TPL's individual agents has yielded encouraging improvements and has overcome
the negative effects from the slowdown in bancassurance sales. This accomplishment has allowed the life
insurance operations to maintain its rapid growth in overall new business value.

TPI's restructuring of its sales system represents an opportunity for us, and the comprehensive reforms of the
domestic general insurance industry have proceeded in a stable fashion in accordance with plan. TPl has been
able to achieve its goals of underwriting profitability and overall positive net income, with a sustainable profit
model now gradually taking shape.

CTPI (HK), through its effort to eliminate inefficiencies, has maintained stable premium and net income growth.

With its healthy reserves and financial strength, TPRe carried through the worst year of its operating history.
During the year, facing many extraordinarily large natural disasters, such as the unprecedented earthquake
and tsunami in Japan, the extraordinary flood in Thailand and the earthquake in New Zealand, together with
difficulties in investment markets, TPRe experienced its first annual loss since its founding.

We are now building a uniform e-commerce platform within the entire Group. Also, Taiping Finance Tower in
Shanghai has been successfully completed and will now be put into occupancy. The construction of Taiping
Finance Tower in Shenzhen is also proceeding well according to schedule.

China Taiping Insurance Holdings Company Limited
2011 Annual Report
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Chairman’s Statement

PRC INSURANCE INDUSTRIES WILL CONTINUE TO DEVELOP RAPIDLY

China’s insurance industries have developed rapidly over many years. Now, the insurance industries appear to be
slowing down, while business structures are changing. With the stable and rapid development of China’s economy,
the continuous growth of per capita disposable income and social wealth, the acceleration of urbanization and an
aging population, along with continuous improvements in education and a heightened awareness of insurance,
the demand for insurance will continue to be strong. There is still very large room for development, and China’s
insurance industries will be able to continue their rapid expansion into the future for quite some time.

In the days ahead, the Company will continue to follow its value creation principles, with all operations and
management activities focused on creating value. All of our operations will constantly strengthen and expand
in high-quality business lines and will pursue sustainable, high-value growth based on the highest standards of
profitability and quality. We will promote reform and innovation with more determination and with more feasible
measures, and look to break through any impasses and to advance our development. In addition, we will facilitate
the dual growth objectives of business expansion and profitability, with a goal of sustaining our development for
the long term without significant performance fluctuations.

ACKNOWLEDGMENTS

| hereby express my appreciation on behalf of the directors and senior management of CTIH to our shareholders
and partners for their trust and support over the years. Moreover, | hereby express my sincere appreciation to
the management team and staff for all of the great efforts they have made on our various strategies.

Lin Fan
Chairman

Hong Kong, 19 March 2012
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Management Review and Analysis
EEELQBEM D

CONSOLIDATED FINANCIAL RESULTS

2011 was a difficult year for CTIH’s core operating units, and
was especially challenging for the Company’s life insurance
operations in the PRC and the reinsurance business. In an effort
to dampen inflation, the PRC central bank increased interest rates
and reserve requirements rapidly during the course of the Year.
Such a tightening environment affected the sales of life insurance
products, particularly in the bank channel. Volatile, difficult
and uncertain economic conditions worldwide also impacted
equity markets in Hong Kong and the PRC, which decreased
the total investment income of CTIH’s core businesses. One of
the worst years on record for catastrophes negatively impacted
the reinsurance operations of the Company, although TPRe
continues to be sound financially and operationally. Despite the
lower levels of net earnings during the Year, CTIH was able to
continue its various strategies at each of its core businesses, and
believes that a strong foundation for sustainable profit growth
has been set for the years to come.

The financial highlights of the Group for the Year were as follows:

For the year ended 31 December,

mEMBRE

BRI O S EE M —F——
FREFN—F LABRBEL MR HEH
ASRBREBAE - 5T 58K - & B RIE
TRFRRESNERRITHEFE R U —F
BRETE T ABSRBEMNEIS - 2K
BB - REE N AR - R B2 B8 K P BIE R
A EYHBEKFEREZORBIRE
WABRER D - AR R BN BRBEBEZ D
BEREZEXNFEMRTE BRATFBERRE
RaMPBER ERRIDARR -BEFAN
FERKFEREFE BB FERSZL
FBHRBDRTE  RARRA AT FHEEE
BRI TEEREMR-

AEBFRABHPBEREDT
BE+-A=1—HILFE"

2011 2010
HK$ million HKS$ million Change
BEET BEBT g1
Gross premiums written FEEIRIRE 49,889.70 48,574.84 +2.7%
Profit from operations L F R 919.85 1,471.49 -37.5%
Net operating profit IR R G 48 &% I F R
attributable to the owners 495.30 1,062.81 -53.4%
Net profit attributable to PR BR PE A s A F EE
the owners 495.30 2,244.79 -77.9%
Total equity % 16,874.05 18,481.87 8.7%
Owners’ equity Y 11,434.70 12,712.39 -10.1%
Group embedded value BNREE 28,347.61 24,646.95 +15.0%
Owners’ group embedded BREELARNREER
value 17,074.15 15,731.42 +8.5%
2011 2010
HK$ HK$ Change
BT AT 1
Basic earnings per share BREXRAZR 0.291 1.320 -1.029 dollarsit
Total equity per share BRREER 9.895 10.849 -0.954 dollart
Owners’ equity per share BRBREREGER 6.705 7.462 -0.757 dollarTt
Group embedded value FRrENREER
per share 16.623 14.467 +2.156 dollarsc
Owners’ group embedded BRBRREEENRER
value per share 10.013 9.234 +0.779 dollaryt

Final dividend proposed

Tk 3% R B B2 5
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Management Review and Analysis

BRI T

CONSOLIDATED FINANCIAL RESULTS (Continued)

The figures below are the results of the respective companies
from their operations, before intra-group eliminations.

The net operating profit/(loss) by each business line is summarized

below:

For the year ended 31 December, HK$ million

mEMBRER (4)

UTHFAEERMEHEN SRAANEE

REEBHER
T

EESET) (B518) FRgtutian

BEt-A=1+—HULFE HEEET

Change
2011 2010 g1
Life insurance ASRE 780.60 939.88 -16.9%
Property and casualty BERRE
insurance 498.24 419.46 +18.8%
PRC operations o 7% 152.61 56.99 | +1.7 timesf&
Hong Kong operations BERES 345.63 362.47 -4.6%
Reinsurance BRE (94.19) 372.65 -
Pension and group life EEZRERASRRE
insurance (193.91) (179.64) +7.9%
Asset management EEER 29.13 13.07  +1.2 timesf&
Insurance intermediary RPN ERK 4.13 8.27 -50.1%
Disposed business - MAC' HEXK-RZHE" - (80.80) -
Others 2 HAt 2 (104.15) (21.40) +3.9 timesf&
Profit from operations 4% m A 919.85 1,471.49 -37.5%
Non-controlling interests IR R (424.55) (408.68) +3.9%
Net operating profit J% B8 A A% 25 B F 58
attributable to the owners 495.30 1,062.81 -53.4%
Gain on sale of MAC HERLTHE W = 1,181.98 -
Net profit attributable to % 3R A 0w A F BE
the owners 495.30 2,244.79 -77.9%

! The CIRC approved the sale of MAC on 31 December 2010. MAC ceased to
be a consolidated subsidiary of the Company after 31 December 2010. The
results of MAC for the year ended 31December 2010 are still consolidated
into the Group on a line-by-line basis.

2 Others mainly included the results of the holding company and consolidation

adjustments.

! PERESER -F—FFF A=+ —HH#EL
ERzFE BRLHER —FE—FF+ _H=+—H
RTBRARAZHFEMERF] R HEE —F
—FFEF A=t —HIEFRIFERIE SRR
TR AR AR EEA -

Hth T B EEERAFEARE GFHEE -
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Management Review and Analysis

BEE RN DT

CONSOLIDATED FINANCIAL RESULTS (Continued) EBERIE (&)

The following analysis shows the movement of the total equity

of the Group.

AT BAREERESE(EDN -

HKS$ million BEET
2011 2010
Total equity as at 1 January R—A—Bz@kx 18,481.87 15,337.83
Net operating profit recognized BRNERR 2K EHNF
in income statement 919.85 1,471.49
Gain on disposal of MAC recognized BRRERRZHERLHE
in income statement Wz 55 - 1,181.98
Cumulative exchange reserve and RERFEHBELRTHLERE
AFS investment reserve reclassified RFEEFHSEZEHE
to net profit on sale of MAC Rz F 5 H - (72.08)
Net changes in AFS investment reserve  AJ K ER G EE L F5HE (3,285.06) 123.15
Revaluation gain arising from EERMEEFS>ER
reclassification of own-use properties WEWMEMEEZ
into investment properties HHkE 411.70 23.09
Exchange gain arising from translation E 8 EE AN R
of financial statements of subsidiaries Bt B8~ B B 7
outside Hong Kong #y B 5 i 2= 614.56 384.74
Acquisition of additional equity interest BAREWBLATN
in existing subsidiaries FIMNE = (349.27) -
Capital contribution made by non- FEFE AR AR R M B A A
controlling shareholders to subsidiaries AAB R 67.57
Other movements @ Hin &g 12.83 31.67
Total equity as at 31 December RTZA=+t—HBz@kEx 16,874.05 18,481.87
Attributable to: JEAS -
Owners of the Company NNl R - ey 11,434.70 12,712.39
Non-controlling interests JE 5 S P SR A 2 5,439.35 5,769.48
16,874.05 18,481.87

s Other movements mainly include the amortization of the costs of Shares 3 o
acquired under the Share Award Scheme and net proceeds received for Shares

issued under the Share Option Scheme.
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Management Review and Analysis

BEE RN DT

CONSOLIDATED FINANCIAL RESULTS (Continued)

The gross premiums written for the Year increased by 2.7%
to HK$49,889.70 million from HK$48,574.84 million in the Last
Year. The slowdown in the growth of premiums was mainly due
to lower levels of premium growth at the life insurance business
in which premiums increased by only 2.4% to HK$37,928.84
million from HK$37,033.66 million in the Last Year.

The net operating profit for the Year was HK$919.85 million
(2010: HK$1,471.49 million). The lower net operating profit
was due to lower earnings at the life insurance business and
operating losses at the reinsurance business. The net operating
profit attributable to the owners for the Year was HK$495.30
million (2010: HK$1,062.81 million).

The life insurance business produced a net operating profit
of HK$780.60 million (2010: HK$939.88 million). The lower
earnings was primarily due to decreased premium sales through
the bank channel and lower investment yields on the investment
portfolio caused by difficult equity market conditions in the PRC.
The net operating profit attributable to the owners amounted
to HK$390.69 million (2010: HK$470.41 million).

The property and casualty insurance business produced a
net operating profit of HK$498.24 million (2010: HK$419.46
million). The increase in earnings was the result of solid business
growth and better underwriting results at TPI. The net operating
profit attributable to the owners amounted to HK$417.22 million
(2010: HK$390.99 million).

REMBRE (@)

RAFE  BERRIRE B EF485.748418 8 T
8 112.7% 2 498.897018 78 7T 1R B Uk A 18 KR
X ERRABASRRER ZIREBWAIE KIE
fE &R - B3 2= F370.336612 7 TLIE 1 hn2.4% %
379.2884188 7t °

AEFE - R B AR EE £0.19851 8 T (=&
—ZF 14714988 T) cBEMKLE G EE
EHRASRBESORIR D LBREES
HIREE B - FAREEIGEERFFEA
49580188 L (ZE—ZF : 106281188 7T) °

ASREEEIEHE L EFFEEA7.8060F BT
(—Z—T4F:93088EE L) - BAEFTER
MRIRITRENREBHEE TR mMIEEHEHA
PRMBRETHRIERE &ﬁﬂ&zﬁéﬁfﬁ &
HIE (2R F5 A3.9069 BTt (T —
TE 4704188 7T) ©

B R EE KL 0 M) F 5 A4.98248 78 T

(ZZT—TF 1 41946(B87T) - BRI HR
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BEE LMD

CONSOLIDATED FINANCIAL RESULTS (Continued)

The reinsurance business incurred a net operating loss of
HK$94.19 million (2010: operating profit of HK$372.65 million).
The loss was mainly caused by significant claims from a few
natural catastrophes which occurred during 2011, as well as
lower total investment income due to difficult equity market
conditions in Hong Kong and Mainland China. The net operating
loss attributable to the owners amounted to HK$94.19 million
(2010: operating profit of HK$372.65 million).

The pension and group life insurance businesses incurred
a net operating loss of HK$193.91 million (2010: HK$179.64
million). The loss was mainly due to the continued lack of
economies of scale at the pension operations. The net operating
loss attributable to the owners amounted to HK$156.96 million
(2010: HK$89.87 million).

The asset management business produced a net operating
profit of HK$29.13 million (2010: HK$13.07 million). The net

operating profit attributable to the owners amounted to HK$15.45
million (2010: HK$7.42 million).

CONSOLIDATED INVESTMENT PERFORMANCE
Consolidated investment assets
The total investments of the Group are summarized as follows:

At 31 December, HK$ million

REMBRE (@)

BREERELSLERFHEILEE T (=
T—TF EEERBT7265EBTT) B EETE
BRI T ——FERANLREABARNEE
BMEREAREMN N EEBERPRABRETISE
RRAE BRI E R A B EEEIRFTE - AR BN
KEERFEALMIEB T (ZE—ZTF &
R FI3. 7265188 T ) ©

EEREBASRBRERELLEBIBTE
1BNEBEL(ZE—ZF 1.7964EE L) °
FBETERAREERBEEFERS BN
%WEZMLK J% B FE A 48 & B 18 5 B 51.569618
BT (ZZE—ZF:8987&8BTT) °

BEEEEEBNL LGN FER3EET

(ZZE—ZF 1 3071%5%7@) PR BG4 2
A FEER14EB T (ZE—ZFF 742875
JC) °

GERERE

GEREEE

AREBEHREBER BT :

RTt=ZA=+—H BE¥ET

% of Total % of Total

2011 {H#BXEE DL 2010 (h#EEE L

Debt securities ﬁi‘%ﬁ 116,230.21 67.9% 86,452.05 64.7%
Equity securities & AN 7F 8,668.88 5.1% 12,245.30 9.2%
Investment funds "EES 5,672.44 3.3% 4,250.68 3.2%
Cash and bank deposits 2% KIRITFER 37,776.40 22.1% 29,412.03 22.0%
Investment properties "EYHE 2,915.58 1.6% 1,304.11 0.9%
Total investments & & @58 171,263.51 100.0% 133,664.17 100.0%
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CONSOLIDATED INVESTMENT PERFORMANCE

(Continued)

Consolidated investment assets (Continued)

The investments in securities are classified as Held-to-Maturity
(*HTM”), Available-for-Sale (“AFS”), Held for Trading (“HFT”) and
Loans and Receivables (“LR”). The detailed breakdown by such
classifications for the total investment portfolio of the Group

was as follows:

At 31 December 2011, HK$ million

nVT\/\?Q:éE%%EE (Zm)

RAaREEE (&)

EARRERBRSKAZIMA AIHLE
BIERX s R ER R EWHIE - N B @R

BHEAREEREN D BRI T :

R-ZEB——F+ZA=+—H BEET

HFT LR
HTM AFS EEE BEXRk Total
EEZRHA aHEHE Re A% FEu kA FER L]

Debt securities E7 & % 83,475.82 21,846.26 97.43 10,810.70 116,230.21
Equity securities A% 78 35 % - 8,648.47 20.41 - 8,668.88
Investment funds & & & & = 5,620.47 51.97 = 5,672.44
83,475.82 36,115.20 169.81 10,810.70 130,571.53

At 31 December 2010, HK$ million R-DFE—ZFF+—H=+—H BEET

HFT LR

HTM AFS A 1E BER K Total
BAZEIEH CIRCak= RPRAE JiE W SR T8 ]
Debt securities & #E 62,764.51 19,222.91 355.02 4,109.61 86,452.05
Equity securities % 7% 35 % - 12,069.42 175.88 - 12,245.30
Investment funds &R & E & - 4,217.05 33.63 - 4,250.68
62,764.51 35,509.38 564.53 4109.61  102,948.03

The percentages of the Group’s total investments held by each
business segment in terms of carrying values at the end of the

reporting period were as follows:

i iﬁﬁﬁi*%i‘“ DR AKEIRERERE
BzADLWT:

2011 2010

Life insurance ASRE 87.3% 86.9%
Property and casualty insurance B E R B2 7.2% 7.9%
Reinsurance BRE 3.6% 4.3%
Other businesses e 1.9% 0.9%
100.0% 100.0%

K AR IZERE B BR A A
ke 17
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CONSOLIDATED INVESTMENT PERFORMANCE
(Continued)

Consolidated investment income

The total investment income of the Group on a pre-tax basis
recognized in the consolidated income statement was as follows:

For the year ended 31 December, HK$ million

P

LERERR (&)

RAEREBRA

AEBERREGA
BT

BERAZRATIRERAR

BE1T-A=+—HILFE BEEET

Change
2011 2010 21t
Net investment income "EWAFEE 5,747.72 4,212.88 +36.4%
Net realized investment EEREEKRE
gains/(losses) (18 ) F5 66.28 1,301.53 -94.9%
Net unrealized investment REREERZE
gains/(losses) ( B8 ) T8 181.72 149.53 +21.5%
Net impairment gains/(losses) R B W =
on securities (Eﬁa)a&%ﬁ (799.15) (183.99) +3.3 timesfZ
Total investment income "EW AN BT 5,196.57 5,479.95 -5.2%
The total investment income of the Group recognized in AEEERNGAEZRANNKRERALLE

the consolidated income statement decreased by 5.2% to
HK$5,196.57 million in the Year from HK$5,479.95 million in
the Last Year. Difficult equity market conditions in Hong Kong
and the PRC lowered the total investment income of the Group
in 2011.

According to the Group’s impairment policy, investments in
debt and equity securities other than those held for trading are
reviewed periodically to determine whether there is objective
evidence of impairment. Objective evidence of impairment may
include specific information about the issuer, but may also include
information about material changes that have taken place in
areas such as technology, markets, economic or legal, which
taken together or taken alone may provide evidence that the
cost of those debt and equity securities may not be recovered.
Under such criterion, significant or prolonged declines in the
fair value of an asset below its cost is also objective evidence
of impairment. In 2011, the net impairment loss on equities
and investment funds recognized in the consolidated income
statement was HK$799.15 million (2010: HK$183.99 million).
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CONSOLIDATED INVESTMENT PERFORMANCE FRERERE (#)
(Continued)

Consolidated investment income (Continued) HREREBWA (&

The details of the Group’s investment income/(loss) on a pre- ARNEBFATIRER A (EE) Z 54D 0

tax basis are summarized as follows: T
For the year ended 31 December 2011, HK$ million P E——F A=t —HILFE BE
B
Unrealized
gains/
Recognized in the consolidated income statement (Ios.ses)
REARRERED recognized
in the fair
Net investment income Net Net value
REWAFR realized  unrealized Net reserve
Interest gains/ gains/  impairment RRAEE
income/ (losses) (losses) gains/ fERER
(expense) Dividend Rental EER KER (losses) Sub ZRER Grand
FIBWA/ income income it/ i/ EEKE/ total i/ total
(%) BEWA HewA (FB)FE (FR)FE (FR)FE s (BiE) ag
Debt securities BERES
HTM FEEIEA 3,314.46 - - 1.65 - - 3,316.11 - 3,316.11
AFS A E 910.24 - - 86.86 - - 997.10 46.78 1,043.88
HFT BEERSAR 6.75 - - 23.15 (4.62) - 25.28 - 25.28
(R ERRENHE 396.82 - - - - - 396.82 - 396.82
Equity securities RAZS
AFS e - 109.27 - 83.15 - (466.85) (274.43)  (2,672.26)  (2,946.69)
HFT BEER SRR - 2.22 - (11.27) (4.55) - (13.60) - (13.60)
Investment funds REES
AFS AT E - 183.81 - (117.23) - (332.30) (265.72)  (1,656.69)  (1,922.41)
HFT BEER SRR - 2.79 - (0.03) (4.34) - (1.58) - (1.58)
Cash and bank deposits BERBTFH 999.58 - - - - - 999.58 - 999.58
Investment properties RENE - - 73.96 - 195.23 - 269.19 - 269.19
Securities sold/ BELEE/
purchased under BEAREES
repurchase/resale
agreements (252.52) - - - - - (252.52) - (252.52)
Others it 0.34 - - - - - 0.34 - 0.34
5,375.67 298.09 73.96 66.28 181.72 (799.15) 5,196.57 (4,282.17) 914.40

B K IR A BR A A
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CONSOLIDATED INVESTMENT PERFORMANCE mERERR (&)
(Continued)
Consolidated investment income (Continued) HEREBWA (&)

For the year ended 31 December 2010, HK$ million BPr T —FFf_A=+—HIFE B

BT
Unrealized
gains/
Recognized in the consolidated income statement (‘OS?'QS)
REABRENER recognized
in the
Net invgstmen‘t income Net Net fair value
BEBRAFE realized  unrealized Net reserve
Interest gains/ gains/  impairment RRAEE
income/ (losses) (losses) gains/ FEERRER
(expense) Dividend Rental BER RER (losses) Sub  ZRER Grand
FlBWA/ income income ez Wi/ RERES total Wi/ total
(X))  REMA  BeMA (BBRVFE (BR)FE (BR)FE N (E#) ek
Debt securities EBES
HTM BAZEEA 2,253.64 - - - - 6.61  2,260.25 - 2,260.25
AFS e 836.10 - - 167.44 - - 1,003.54 22268  1226.22
HFT BEERSBE 15.02 - - (0.17) 22.18 - 37.03 - 37.03
LR EFREKRFTE 193.52 - - - - - 193.52 - 193.52
Equity securities RAHES
AFS g - 80.27 - 757.78 - (170.00) 668.05 230.13 898.18
HFT BEER SRR - 0.74 - 1.65 42.23 - 44.62 - 44.62
Investment funds REES
AFS g - 324,33 - 374.07 - (20.60) 677.80 (244 54) 433.26
HFT BEER SRR - 3.08 - (3.97) (0.18) - (1.07) - (1.07)
Cash and bank deposits B & R#BRTEH 565.58 - - - - - 565.58 - 565.58
Investment properties ~ RENE - - 51.39 473 85.30 - 141.42 - 141,42
Securities sold/ BEHEE/
purchased under BEARERS
repurchase/resale
agreements (111.15) - - - - - (111.15) - (111.15)
Others Hit 0.36 - - - - - 0.36 - 0.36
3,753.07 408.42 51.39 1,301.53 149.53 (183.99) 5,479.95 208.27 5,688.22

China Taiping Insurance Holdings Company Limited
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BEE RN DT

LIFE INSURANCE BUSINESS

The Group’s life insurance segment is operated by TPL, which
is a PRC-incorporated company and is 50.05%-owned by the
Group. TPL is principally engaged in the underwriting of life

insurance policies in Mainland China.

The figures below are the results of TPL from its operations,

before intra-group eliminations.

The key financial data of the life insurance business is summarized

below:

For the year ended 31 December, HK$ million

AERBEFER

ZXEIZA?ﬁ

PEBHATATEE KT
REFBEFEMKZZ AR AAEEES
5005%%*07&%/\%1%&43j:l%‘%%ﬁé%a%

RABIRIRZER

UTHFREERIEER KFASHE

BEE-

ASRBREBZ T 2MBEEMMRIT

BEt-A=1+—HULFE BEET

Change
2011 2010 g1
Gross premiums written and ~ EERRERE R REBFX
premium deposits 38,529.75 37,875.20 +1.7%
Less: Premium deposits of B BRESRE®
universal life products REGER 28.51 204.05 -86.0%
Premium deposits of HEEBELEERZ
unit-linked products REGER 285.81 118.69 +1.4 times &
Premium deposits of EMERZ
other products REER 286.59 518.80 -44.8%
Gross premiums written BRRERRZ
recognized in income EFERRE
statement 37,928.84 37,033.66 +2.4%
Policy fees REBWA 208.33 184.47 +12.9%
Net premiums written and FERRE K
policy fees RE B ITA 37,888.49  36,912.40 +2.6%
Net earned premiums and EREIURE &
policy fees REBIASEE 37,973.05  36,891.82 +2.9%
Net policyholders’ benefits 4% B 455 A F26 558 (6,182.01) (4,649.76) +33.0%
Net commission expenses ﬂfﬁ i SR (3,452.91) (3,322.16) +3.9%
Change in life insurance contract BeEnaEet:
liabilities, net of reinsurance /UZEH'%K (27,039.28) (27,543.76) -1.8%
Total investment income "EW A BT 4,491.55 4,431.61 +1.4%
Administrative and other TR E A& A
expenses (5,136.99) (4,527.72) +13.5%
Finance costs E!ﬂ%;%?ﬁﬁ (432.17) (222.73) +94.0%
Profit from operation R T B 48 & 05 A
before taxation 604.83 1,067.43 -43.3%
Profit from operation BR 18 45 2 i
after taxation 780.60 939.88 -16.9%
Profit from operation A% R A 4R K
attributable to the owners 390.69 470.41 -16.9%
FEAFREIER AR A A

2011 5k
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EEELQBEM D
LIFE INSURANCE BUSINESS (Continued)

The key operational data of the life insurance business is
summarized below:

ANEREER (#)

ABRBEB 2 TELEHEMANT

Change
2011 2010 g1t
Market share ' MEHHEE 3.3% 3.1% +0.2 pt 24
Number of provincial branches & &5 A 71 & B 34 33 +1
Number of sub-branches and 3 A 7] &5 # &
marketing centers FLEE 798 707 +91
Number of in-force policies B REHHE 8,207,781 6,845,183 +1,362,598
Number of individual agents A A $§EREH B 46,064 50,527 -4,463
Persistency ratio FIEACRBEER?
— 13th month 2
— Individual — @A 92.0% 88.2% +3.8 pts
- Bancassurance —R1TIRER 93.2% 94.0% -0.8 pt 24
Compounded persistency ratio 525188 2 REE S EER 2
— 25th month 2
— Individual — & A 84.5% 81.0% +3.5 pts 2k
- Bancassurance —IRITIRBR 91.5% 89.6% +1.9 pts Z&

! Based on premiums published by the CIRC.

2 Based on the amount of premiums.
Operating Profit

The life insurance business produced a net operating profit of
HK$780.60 million during the Year (2010: HK$939.88 million),
representing a decrease of 16.9% compared to Last Year. The
lower earnings was primarily due to decreased premium sales
through the bank channel and lower investment yields on the
investment portfolio. The net operating profit attributable to
the owners amounted to HK$390.69 million (2010: HK$470.41
million).

China Taiping Insurance Holdings Company Limited
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EEELQBEM D

LIFE INSURANCE BUSINESS (Continued) AESREER (&)
Gross Premiums Written and Premium Deposits EERRERREEN

TPL’s gross premiums written recognized in the consolidated A F ASZHERNGABRERANEARREREH
income statement increased by 2.4% to HK$37,928.84 million &% 2370.3366/8 /%8 7T £ F2.4%2379.2884(&
from HK$37,033.66 million in the Last Year. Such a growth rate BT I RFEEARIFER  FERHENRK
was much slower than that of previous years, and was primarily  F AZ&RITIRIBGIHEREZE & o 28 - L {E
due to significant decreases in TPL’s bancassurance sales. Sales ARIEREMHEERFIER -

through the agency channel, however, increased strongly.

TPL’s gross premiums written and premium deposits by line of K AFIRERED 2 FARRENRETX

business were as follows: WA
For the year ended 31 December 2011, HK$ million Br—F——Ff-H=+—HIFE BE
BT
Gross
premiums
written
recognized Premium
in the deposits of Premium
consolidated universal deposits of Premium
income life unit-linked deposits of
statement products products other
BRAREE Baesk REELE products % of Total
BREAAZ Emz Emz H#tEmZ Total IR
EARRE REER REER REER A Bo
Individual EARE 14,409.79 - 89.71 165.28 14,664.78 38.1%
Bancassurance #R1TIRI 22,294.53 28.51 196.10 1.57 22,520.71 58.4%
Group Eg 609.84 - - 119.74 729.58 1.9%
Other Channels ' % JT 5% | 614.68 - - - 614.68 1.6%
37,928.84 28.51 285.81 286.59 38,529.75 100.0%

FREIAFRBRIZRARA A
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BEE RN DT

LIFE INSURANCE BUSINESS (Continued)

Gross Premiums Written and Premium Deposits (Continued)

ANEREER (#)

EERRRERREFNK (&)

For the year ended 31 December 2010, HK$ million HE—FT—ZFFf+_HA=F—HIFFE BE
/7573
Gross
premiums
written
recognized Premium
in the deposits of Premium
consolidated universal deposits of Premium
income life unit-linked deposits of
statement products products other
BRNERE Bish BEELE products % of Total
BamRAZ EmZ Emz  HEthERZ Total hiasE
EARRE REFN REFN REFR B BAk
Individual BARE 10,318.63 - 84.74 134.36 10,537.73 27.8%
Bancassurance SR1TRE 25,472.35 204.05 33.95 1.04 25,711.39 67.9%
Group E g2 977.95 - - 383.40 1,361.35 3.6%
Other Channels ' % JLiHE 264.73 - - - 264.73 0.7%
37,033.66 204.05 118.69 518.80 37,875.20 100.0%

! Other Channels is comprised of mainly telemarketing.

Traditional product sales were strong in the individual agency
distribution channel, increasing by 39.6% to HK$14,409.79
million from HK$10,318.63 million in the Last Year. This strong
growth was primarily due to strong persistency levels for renewals.
Although the number of individual agents decreased to 46,064
as of 31 December 2011 (2010: 50,527), TPL was able to retain
most of its best and highest quality agents, which allowed
the overall sales force to continue generating and supporting
increasingly higher levels of premium. In the bank distribution
channel, traditional product sales decreased to HK$22,294.53
million from HK$25,472.35 million in the Last Year, representing a
decrease of 12.5%. In 2011, sales of insurance products through
bank channels occurred in a difficult operating environment
for the entire industry. Rising interest rates and higher reserve
requirements at banks led to tighter liquidity conditions, and
made the sale of insurance products through bank branches
very difficult. At the same time, new regulatory requirements on
the sale of bancassurance also led to a period of adjustment to
the new rules and a slowdown of insurance sales and marketing
at banks.
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EEELQBEM D

LIFE INSURANCE BUSINESS (Continued)

During the Year, TPL continued to focus on the sales of products
with regular premium features. TPL continued to prioritize
bottom-line profitability over top-line figures during the difficult
sales environment. The detailed breakdown of TPL’s single
premium products and regular premium products by line of
business is summarized as follows:

For the year ended 31 December, HK$ million

ANEREER (#)

RAFERN KA FASHEZEANFRER
BrEMBE ERERHNFHERET  KFAS
HESHTEERNERMENEMREIRRDN
BB D - KFEAFHBEREE M MR
BEMNFAIITOT

BE1T-FA=+—HILFE BEET

Individual A
% of Total % of Total
2011 (BB DL 2010 (BB
Single Premium BHRE 79.42 0.5% 103.71 1.0%
Regular Premium HBRE
— First Year —-BF 4,290.17 29.8% 4,139.23 40.1%
— Renewal Year —BF 10,040.20 69.7% 6,075.69 58.9%
14,409.79 100.0% 10,318.63 100.0%
Bancassurance RITIRER
% of Total % of Total
2011 {h#AZEH DL 2010 {H#EEEBE DL
Single Premium EHIRE 10,130.65 45.4% 16,090.17 63.2%
Regular Premium SR E
— First Year —BF 2,730.91 12.3% 3,440.47 13.5%
— Renewal Year —BF 9,432.97 42.3% 5,941.71 23.3%
22,294.53 100.0% 25,472.35 100.0%
Group =i
% of Total % of Total
2011 {H#BXEE DL 2010 (H#FBEH L
Employee Benefit (“EB”) 1 B 1& Fl 606.10 99.4% 970.56 99.2%
Annuity F 3.74 0.6% 7.39 0.8%
609.84 100.0% 977.95 100.0%
Other Channels ZITHE
% of Total % of Total
2011 {h#EZEH DL 2010 {H#BEEBE DL
Single Premium BHRE 0.28 0.1% 0.01 0.0%
Regular Premium HBRE
— First Year —8F 361.03 58.7% 179.96 68.0%
— Renewal Year —BF 253.37 41.2% 84.76 32.0%
614.68 100.0% 264.73 100.0%

B K IR A BR A A
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LIFE INSURANCE BUSINESS (Continued)

In 2011, the business sold through the agency force increased
in quality, with more longer duration and protection products
sold. For individual single and first year regular premium, the
premium by payment term and feature were as follows:

For the year ended 31 December, HK$ million

ANEREZER (7)

R-ZB——F FREAREROBEENE
BEERS HENERIRERMHEER
ZOREE®R - BAARGRE R EFHERK
ENRUEFHREMTESEHIINT

RTt=ZA=+—H BE¥ET

\}

By Payment Term RYE
% of Total % of Total
2011 {HBZEB DL 2010 1H#EEBEDL
Single Ba 79.42 1.8% 108.71 2.4%
2 — 9 years 2 - 9% 490.58 11.2% 798.76 18.8%
10 — 19 years 10 — 194 1,321.44 30.3% 1,5633.84 36.2%
20 - 29 years 20 — 294 2,148.51 49.2% 1,585.10 37.4%
30 years+ 304 + 329.64 7.5% 221.53 5.2%
4,369.59 100.0% 4,242.94 100.0%
By Feature EERFE
% of Total % of Total
2011 HBREESD 2010 fh#EEE D
Short term savings RERER 926.35 21.2% 1,875.38 44.2%
Long term savings REIFRER 1,695.40 38.8% 1,234.70 29.1%
Long term protection RHRER 1,275.92 29.2% 746.76 17.6%
Others EAb 471.92 10.8% 386.10 9.1%
4,369.59 100.0% 4,242.94 100.0%
Despite the difficult operating conditions in the bank channel, &%&

B
most of the products sold at bank branches continued to be of 5 & &) #f &2

long duration. For bancassurance first year regular premium,
the premium by payment term was as follows:

BHESMEC RAASF

ﬁﬁﬁ%%%m HEBRINE  LRTD
A

17
K EB Tﬁfﬁﬁﬁiiﬂg%{ﬂé

By Payment Term R EH
% of Total % of Total
2011 (H#EXEED 2010 (h#EEE L
5 years 54 580.44 21.2% 181.77 5.3%
10 years 104 2,140.41 78.4% 3,247.19 94.4%
Other Hib 10.06 0.4% 11.51 0.3%
2,730.91 100.0% 3,440.47 100.0%
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LIFE INSURANCE BUSINESS (Continued)

TPL’s persistency ratio continued to improve during the Year.
In 2011, the persistency ratio was at 92.0% and 93.2% at 13th
months and 84.5% and 91.5% at 25th months for the individual
agency and bancassurance channels, respectively. All of these
figures were improvements over the Last Year and were better
than the actuarial assumptions.

The higher level of sales of regular premium products through the
agency force and their higher levels of quality and profitability are
reflected in the higher embedded value and new business value
figures of TPL for 2011, despite the sharply lower bancassurance
regular premium sales. It is encouraging to note that the embedded
value of TPL (expressed in terms of HKD) has increased 23.2%
to HK$21,574 million from HK$17,511 million at the end of Last
Year. Likewise, the new business value after cost of capital for
the Year increased to HK$2,244 million from HK$1,827 million
at the end of Last Year, representing a strong growth of 22.8%.
These latest actuarial figures of TPL are disclosed below in the
section titled “Embedded Value of TPL”.

Investment Performance
The composition of investments held by TPL was as follows:

At 31 December, HK$ million

ANEREER (#)

FR KFASHRBEEXRFSBRA -
—E——F BAARERETREREEF1S
ERFRBEERDFA92.0%K%93.2% M
2518 A B9 Bl 584.5% 291.5% ° 3= Lt & 4%
EEREE T RBEMBR-

BERTRBROBEBREE RIHEE KNIERE
K BAAEERONHMRENE EF - &A
ReFREEZEEETEAT SHNEF G

AFASZE——F2ZARBERNER
BEHERS SATENRAFASHR
MEE(NBEFE)REFR Z2175.111E
W IT R N23.2% 21574187 7T © A K i -
REGZHEBNMBREAKNAEZEEAR
24ABE L BEFZI1827TEBIL BE
#R22.8% c BLEKXTF ASNRINIEEEE
RIRKFAZSZAREE] —XRNIFE-

RERR
KFEASAFZREHESWT

RTt=ZFA=+—H BEET

% of Total % of Total

2011 {H#AXKEF DL 2010 {H@EEE L

Debt securities B &5 105,395.25 70.3% 77,656.00 66.8%
Equity securities NS 7,667.81 5.1% 10,825.23 9.3%
Investment funds HEES 5,391.91 3.6% 3,963.34 3.4%
Cash and bank deposits R4 NKIRITIFR 29,559.17 19.7% 23,764.74 20.5%
Investment properties "EME 2,023.90 1.3% - -
Total investments HEREE 150,038.04 100.0% 116,209.31 100.0%

During the Year, TPL continued to be very cautious in its asset
allocation for its investment portfolio. Equity investments were
maintained at a relatively low percentage of the asset allocation,
while debt securities and cash and bank deposits constituted
a combined total of approximately 90.0% of the total invested
assets as at 31 December 2011 (2010: 87.3%).

RAFERN KEASHREKREHANE
ERBEDA+THIBE - BRAKELFEEE
EMN—EREESL MEKES R
METEFR -_E——F+-_A=+—H4&
KR EBEEBETEHNN.0% (T —TF:
87.3%) °

A K AR IZERE B BR A A
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BRI T

LIFE INSURANCE BUSINESS (Continued)

The classification of TPL’s investments in securities under HTM,

AFS, HFT and LR was as follows:

At 31 December 2011, HK$ million

ANEREER (#)
AFASHERFAZIHA AIHEE
REEXZAELRER KB FIARNEFK
BT

R-_E——ZFF+-_F=+—H BEET

HFT LR
HTM AFS BEE BERK Total
EEZIEAE aHHE R5 A% FEW k1B FEgt]
Debt securities BISEH 79,962.02 16,106.35 - 9,326.88 105,395.25
Equity securities  RX 2N & 5 - 7,667.81 - - 7,667.81
Investment funds KEE S - 5,391.48 0.43 - 5,391.91
79,962.02 29,165.64 0.43 9,326.88 118,454.97
At 31 December 2010, HK$ million R-DFE—ZFFF+-_A=+—H BEET
HFT LR
HTM AFS BAEE /952 Total
BEAZEEIEH CIRC k= RS B®E JE UL I8 Bz
Debt securities BEE S 59,222.83 14,544 .51 33.13 3,855.53 77,656.00
Equity securities IR ANEFH - 10,683.21 142.02 - 10,825.23
Investment funds REE S - 3,963.34 - - 3,963.34
59,222.83 29,191.06 175.15 3,855.53 92,444 .57
The debt securities classified by type and class were as follows: (B ESFILER DB T
At 31 December, HK$ million RI+—ZA=+—H BEET
2011 2010
Central governments and central banks A S8 B fF K2 AR R $R 17 28,921.80 24,325.96
Public sector entities N 9,012.33 3,855.53
Banks and other financial institutions RIT N E & Bk s 44,376.71 28,000.93
Corporate entities TEER 23,084.41 21,473.58
105,395.25 77,656.00
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BEE RN DT

LIFE INSURANCE BUSINESS (Continued)
The total investment income and the investment yield of TPL on
a pre-tax basis recognized in the consolidated income statement

were as follows:

For the year ended 31 December, HK$ million

ANEREZER (7)

AFAF®E

REFBBERANZHATRER
ABBERBARE RS RPA T

BE1T-FA=+—HILFE BEET

Change

2011 2010 21

Net investment income "EWAFEEE 4,973.22 3,530.90 +40.8%
Net realized investment EEREER S

gains/(losses) (Es18) F%8 124.60 1,043.14 -88.1%
Net unrealized investment REREERZE

gains/(losses) (E18)F8 85.35 46.36 +84.1%

Net impairment gains/(losses) & % B E W 5,

on securities (E518) F8 (691.62) (188.79) +2.7 times f&

Total investment income BEW AL 4,491.55 4,431.61 +1.4%

Total investment yield RIS E U R 3.6% 5.0% -1.4 pts Bf

TPL’s total investment income was a gain of HK$4,491.55
million during the Year, representing a slight increase from the
gain of HK$4,431.61 million in the Last Year. Although equity
investments were maintained at a relatively low percentage of
the asset allocation, unfavorable equity market conditions in the
PRC lowered the total investment income of TPL.

75%@%% KEASHESREWALTEK
44,9155 T - MEF W 44.316 1188
TEM EF - BFARABRARERIFTEEERSE

MAEREES L RBRMRATISE T1TE

EHARATFASHEERA LR

&,
=

A EE N

FREAKFREBRIZERARAT
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EEELBEM D

LIFE INSURANCE BUSINESS (Continued) ANEREER (&)
The details of TPL’s investment income/(loss) on a pre-tax basis AF ASHATIREW A (EE) 2H#A 5
was as follows: T
For the year ended 31 December 2011, HK$ million EE——F A=t —HILFE BE
BT
Unrealized
gains/
Recognized in the consolidated income statement (l°s§es)
mﬁéﬁéﬁﬂﬁ&% recogmzed
in the
Net investment income Net Net fair value
RAYAFR realized  unrealized Net reserve
Interest gains/ gains/ impairment RAAEE
income/ (losses) (losses) gains/ REAER
(expense)  Dividend Rental EER KRER (losses) Sub  ZAKRER Grand
FEWA/ income income Wi/ Wi/ EEWRE total Wi/ total
(%) REKA  #HekA (FBR)FE (FR)EE (BBR)FE Nt (F#8) FaE]
Debt securities BEES
HTM BEZIHA 3,113.79 - - - - - 3,113.79 - 3,113.79
AFS e 638.55 - - 29.59 - - 668.14 169.06 837.20
HFT REERSRR 0.17 - - 18.84 - - 19.01 - 19.01
[R BEa REKRFE 343.51 - - - - - 343.51 - 343.51
Equity securities RAES
AFS g - 79.47 - 169.39 - (375.69) (126.83)  (2,469.56)  (2,596.39)
HFT REER SRR - 1.51 - (7.68) - - (6.17) - (6.17)
Investment funds REES
AFS g - 173.50 - (85.54) - (315.98) (227.97)  (1,611.49)  (1,839.46)
HFT REERSAR - 0.01 - - - - 0.01 - 0.01
Cash and bank deposits B R RTEH 845.02 - - - - - 845.02 - 845.02
Investment properties ~ REYE - - 32.68 - 85.35 - 118.03 - 118.03
Securities sold/ BEHEE/
purchased under BEARERS
repurchase/resale
agreements (254.99) - - - - - (254.99) - (254.99)
4,686.05 254,49 32.68 124.60 85.35 (691.62)  4,491.55  (3,911.99) 579.56
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EEELBEM D

LIFE INSURANCE BUSINESS (Continued) ASRIRER (&)

For the year ended 31 December 2010, HK$ million BE—F—FFf-_HA=F+—HIFFE BE

BT
Unrealized
gains/
Recognized in the consolidated income statement (Ios§es)
REABRENER recognized
in the fair
Net inv\estmen‘t_income Net Net value
BREUAEE realized unrealized Net reserve
Interest gains/ gains/  impairment RAAEBE
income/ (losses) (losses) gains/ EERER
(expense) Dividend BER AER (losses) Sub ZRER Grand
FERA/ income ez / W/ RENRRS total e/ total
(Zit) REMA (BR)FE (BR)FE (FR)FE e (B#E) wE
Debt securities BHES
HTM HAEZIHA 2,076.15 - - - - 2,076.15 - 2,076.15
AFS A E 612.86 - (12.14) - - 600.72 249.47 850.19
HFT REERSRE 0.05 - - - - 0.05 - 0.05
LR BERRENGIE 180.06 - - - - 180.06 - 180.06
Equity securities AR %5
AFS AHLE - 5417 663.69 - (168.19) 549,67 290.44 840.11
HFT BEEX SRR - - - 46.36 - 46.36 - 46.36
Investment funds REES
AFS AHEE - 249.36 391.59 - (20.60) 620.35 (205.95) 414.40
Cash and bank BeRBAFER
deposits 464.43 - - - - 464.43 - 464.43
Securities sold BEHEEES
under repurchase
agreements (106.18) - - - - (106.18) - (106.18)
3,227.37 303.53 1,043.14 46.36 (188.79) 4,431.61 333.96 4,765.57

PEAFRBIZERERAF
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LIFE INSURANCE BUSINESS (Continued)

Net Policyholders’ Benefits

The net policyholders’ benefits of TPL are summarized as follows:

For the year ended 31 December, HK$ million

AERIEER (#)

RERB AN FH

KFASZRERE AN FREMALNT -

BE1T-FA=+—HILFE BEET

Change
2011 2010 21t
Net claims BEFE 651.37 568.20 +14.6%
Surrenders RIRER 2,706.98 1,412.94 +91.6%
Annuity, dividends and maturity & & + 2 4L & B B 3
payments 1,707.76 1,462.72 +16.8%
Interest allocated to investment D EEHRE A L2 FIFH
contract 1,115.90 1,205.90 -7.5%
6,182.01 4,649.76 +33.0%
Administrative and Other Expenses THREMER

The administrative and other expenses of TPL are summarized
as follows:

For the year ended 31 December, HK$ million

KFASZITHEEMERGAmMT

BE1T-FA=+—HILFE BEEET

Change

2011 2010 21t

Staff costs B TR 2,588.29 1,776.25 +45.7%
Rental expenses HERX 283.68 238.60 +18.9%
Others Hit 2,265.02 2,512.87 -9.9%
5,136.99 4,527.72 -13.5%
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BEE LMD

LIFE INSURANCE BUSINESS (Continued)
Financial Strength and Solvency Margin

The solvency margin ratios of TPL under the CIRC regulations
were as follows:

At 31 December, RMB million

AERIEER (#)
BB H R ENEE

AFASRHBIRE R T 2 BN T E
R

RtZA=+—H BEARK

2011 2010
Actual Solvency Margin BERENEE 8,096 10,868
Minimum Statutory Solvency Margin ®IEEEEEE S 4,556 4,020
Solvency Margin Ratio BRgELITEE 178% 270%

PROPERTY AND CASUALTY INSURANCE BUSINESS
- PRC OPERATIONS CARRIED OUT BY TPI

The Group’s PRC property and casualty insurance segment
is operated by TPI. TPl is a PRC-incorporated company and
is 61.21%-owned by the Group. TPl is principally engaged in
the underwriting of motor, marine and non-marine policies in
Mainland China.

The equity of TPI held by the Group increased from 50.05%
to 51.77% with effect from July 2011 upon the completion of
the capital contribution agreement of TPI dated 23 December
2009, and further increased from 51.77% to 61.21% with
effect from November 2011 upon the completion of the share
transfer agreement of TPl dated 17 August 2011. The details
of this capital contribution and share transfer are set out in the
announcements of the Company dated 27 July 2011 and 17
August 2011, respectively.

g%ﬁ@%ﬁ—mk¥%@§‘z¢l¥

REE 2 BB ERREFERAAFIHREE - K
T ATRAMARTAAEEEE6121%
Wz o KT BB E A B RBEE EARIRERR -
UNCYNE N E

BE-Z——FtARK=-_ZEETNF+=A
T+ = BB AT RIEE HRE - AEE
AR 7 2 50.05%E INES1.77% B
—E——F+—AEK=_FT——FNAT+LH
BRI AT EEER SRR AERRK
T B B RERS 51,77 % — AN E61.21% o
S E R RIEEENR ZPFBBEIAIZEARA
AR E——F LA+ EARZZE—FN
B+tBRzRE-

B K FIRRIERR A BR A A
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IERMRER - ATV EREE 2B
% (&)

PROPERTY AND CASUALTY INSURANCE BUSINESS
- PRC OPERATIONS CARRIED OUT BY TPI (Continued)

ATBTAEBN LM A THRENEE
24 -

The figures below are the results of TPI from its operations,
before intra-group eliminations.

RAFH RS s MERBRER 2 T2 KR

The key financial data of the property and casualty insurance

business operated by TPl is summarized below:

For the year ended 31 December, HK$ million

BT

BE1T-A=+—HILFE BEET

Change
2011 2010 21
Gross premiums written EARRE 6,994.32 6,134.73 +14.0%
Net premiums written FAEARRE 6,072.52 5,335.52 +13.8%
Net earned premiums EREIRE F58 5,854.11 5,026.42 +16.5%
Net claims incurred BEOF R (3,126.58) (2,833.75) +10.3%
Underwriting expenses FIRE A (2,542.51) (2,122.41) +19.8%
Net commission expenses e HFE (179.18) (174.00) +3.0%
Underwriting profit/(loss) FAREF, (EE) 5.83 (103.74) -
Total investment income "EWABEE 238.34 229.15 +4.0%
Other administrative expenses H 117 & A (34.65) (5.04) +5.9 times f&
Finance costs MBER (53.17) (50.58) +5.1%
Profit from operation B 7 A A48 & i
before taxation 156.06 33.93 +3.6 times &
Profit from operation BRIz ac & s A
after taxation 152.61 56.99 +1.7 times &
Profit from operation % 3R A 48 &R
attributable to the owners 71.59 28.52 +1.5 times &
Technical reserves ratio RAfo 1 R L & 83.8% 83.0% +0.8 pt B
Retained ratio SRS 86.8% 87.0% -0.2 pt 24
Earned premiums ratio ERIVRE X 83.7% 81.9% +1.8 pts 24
Loss ratio B = 53.4% 56.4% -3.0 pts 2f
Expense ratio ! BERE 46.5% 45.7% +0.8 pt 24
Combined ratio 2 RERKARK 2 99.9 102.1 -2.2 pts 2§

! Both the loss ratio and expense ratio are based on net earned premiums.

2 The combined ratio is the sum of the loss ratio and the expense ratio.
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BEE RN DT

PROPERTY AND CASUALTY INSURANCE BUSINESS
- PRC OPERATIONS CARRIED OUT BY TPI (Continued)

IERMRER - ATV EREE 2B
% (&)

The key operational data of the property and casualty insurance B AFIBEE 2 MERBER 2 TEKEH
business operated by TPl is summarized below: BT
Change
2011 2010 it
Market share ! MG e 1.2% 1.3% -0.1 pt 24
Number of provincial branches & &5 A 71 & B 27 27 - .
Number of sub-branches and S R aRMHHEREFOLEHE
marketing centers 363 369 -6
Number of direct sales EEHERKXHE
representatives 3,462 3,804 -342

! Based on premiums published by the CIRC.
Operating Profit

The property and casualty insurance business operated by TPI
produced a net operating profit of HK$152.61 million during
the Year (2010: HK$56.99 million). The net operating profit
attributable to the owners amounted to HK$71.59 million (2010:
HK$28.52 million). The substantial increase in earnings was
the result of solid premium growth and better underwriting
results. The improvements in underwriting were due to structural
improvements implemented by TPI in recent years and which are
now having positive impact. TPI has centralized the underwriting
of its motor business and restructured product-line management.
The underlying fundamentals of the PRC property and casualty
insurance sector also improved during the Year, following
regulatory measures against malpractices.

" BREAREEFIRZREHE

REERN AAFTREE 2 ERBERD
REE TR A1 5261BB T (— T —T4F:
5,60085 870 ) © R R FE(L 48 & 5 IV F 8 57,159
BET (T —TF 285288 7) - BFIKIR
Lﬁiﬁ%%m%ﬁ%iﬁ&;ﬁﬁaﬁﬁiﬁ
ARAEBEBRAFHRIOFE maﬁﬁﬁ%%ﬁfﬁﬁu
NEREFETESERBRARIEERS
EEIEWA - FESH T BB R T %E’JWM&
B FRAPEMERBRENERAREZTL

K e
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PROPERTY AND CASUALTY INSURANCE BUSINESS
- PRC OPERATIONS CARRIED OUT BY TPI (Continued)

Gross Premiums Written

With continuing strong property and casualty insurance
fundamentals in the PRC, TPI's gross premiums written increased
by 14.0% to HK$6,994.32 million from HK$6,134.73 million in
the Last Year. The detailed breakdown of TPI’s gross premiums
written was as follows:

For the year ended 31 December, HK$ million

IIERMRER - ARV ML E 2 PEE
% (&)

ERRFRE
REMERRENTSERFELR EAF
B ) EARIR B R £ FFHI61.3473( BT Lt

14.0%Z69.9432E B Lo K P g E&RRRE
SN INE

BE+-A=+—HILFE BEET

Business Line % of Total % of Total
XKEE 2011 {HBEEEI 2010 HMBEEED L
Motor B 5,559.02 79.5% 5,020.62 81.8%
Marine KB 193.50 2.8% 156.69 2.6%
Non-marine IE KB 1,241.80 17.7% 957.42 15.6%

6,994.32 100.0% 6,134.73 100.0%
Combined Ratio REMAE

TPI's expense ratio slightly increased to 46.5% from 45.7% in the
Last Year. Although there were a few large claims during 2011,
the loss ratio decreased favorably by 3.0 percentage points to
53.4% from 56.4% in the Last Year. TPI's combined ratio of 99.9
during the Year was lower than the 102.1 in the Last Year, and
represents a significant underwriting improvement at the PRC
property and casualty insurance operations. TPI’s loss ratios,
expense ratios and combined ratios were as follows:

For the year ended 31 December

KEHBHNERAERREFISTREM EFAE
465% BE T ——FEHAERRBRE
BRI HEFRE6.4% N B%30EEHEE
53.4% - AFERNAKFHBRAGEEKRAEE
99.9 BN EFM102.1 AR WA AN A Z -
KEB BN E BRARRGERNAERFR
LU

BE1T-A=+—HILFE

2011 2010
Loss ratio RN 53.4% 56.4%
Expense ratio BERE 46.5% 45.7%
Combined ratio ERA P 3 99.9 102.1

China Taiping Insurance Holdings Company Limited
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PROPERTY AND CASUALTY INSURANCE BUSINESS
- PRC OPERATIONS CARRIED OUT BY TPI (Continued)

Investment Performance

The composition of investments held by TPI was as follows:

At 31 December, HK$ million

IERMRER - ATV L E 2 TEIZE
% (&)

RERR
KFEHBRAAF 2 IEHAIMT
RtZA=+—H BE¥ET

% of Total % of Total

2011 {H#EBZEHD 2010 H#EEBE O

Debt securities BEFES 4,354.04 51.6% 3,240.76 49.1%
Equity securities f% N 7% 5 254.15 3.0% 489.67 7.4%
Investment funds KEES 187.93 2.2% 170.53 2.6%
Cash and bank deposits 34 KR1TIERK 3,636.76 43.2% 2,694.78 40.9%
Total invested assets &R 8,432.88 100.0% 6,595.74 100.0%

During the Year, TPI continued to be very cautious in its asset
allocation for its investment portfolio. Equity investments were
kept at a low percentage of the asset allocation, while debt
securities and cash and bank deposits constituted a combined
total of approximately 94.8% of the total invested assets as at

31 December 2011 (2010: 90.0%).

The classification of TPI’s investments in securities under HTM,

AFS, HFT and LR was as follows:
At 31 December 2011, HK$ million

RAFEERN K FVRENEREEENEE
RENATHEE - BRAREEEERBEHR
E—EREEDL  MEBKES ReRRITF
AN —_E——F+_A=F+—HAHEKREER
EBEEA04.8% (—E—FF :90.0% ) o

KRB RSHAREIMA AIEHE 6
ER A% K E R KU IANEFRE N T

R-IE——FF+ZH=+—H BEET

HFT LR
HTM AFS BFEE ERK Total
EEZEEA aHEE X5 A® FEWEkE pak)
Debt securities (EVieks 826.28 2,647.07 11.66 869.03 4,354.04
Equity securities A& A& S - 254.15 - - 254.15
Investment funds REE S = 187.93 = = 187.93
826.28 3,089.15 11.66 869.03 4,796.12
At 31 December 2010, HK$ million R-F—ZFF+—-HA=+—H &1L
HFT LR
HTM AFS BBE B Total
BEEREAH CIRa k= RPRA®E JiE W 5K T8 48 5E
Debt securities B H 938.08 1,974.19 99.09 229.40 3,240.76
Equity securities IR ARFE 5 - 489.67 - - 489.67
Investment funds & ES - 170.53 - - 170.53
938.08 2,634.39 99.09 229.40 3,900.96

B K SR BRI AR B BR A &)
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PROPERTY AND CASUALTY INSURANCE BUSINESS HIERGETR - A A TGS E 2 hEFHZE
- PRC OPERATIONS CARRIED OUT BY TPI (Continued) & (#)

The debt securities classified by type and class were as follows:  {EEEFILIER DAL :

At 31 December, HK$ million Rt+—A=+—H BEZET
2011 2010
Central governments and central banks 5 & BT K R R ER 1T 588.84 745.67
Public sector entities N 523.65 229.40
Banks and other financial institutions RITRE M Rk E 1,520.99 1,101.66
Corporate entities rEER 1,720.56 1,164.03
4,354.04 3,240.76

The total investment income and the investment yield of TPI's K FHBHERRGEEBHERAZHATRER A
investments on a pre-tax basis recognized in the consolidated — #8%E & i RTH% & S R an T -
income statement were as follows:

For the year ended 31 December, HK$ million BE+—A=1T—HILFE BEET
Change
2011 2010 21
Net investment income E WA FEE 276.34 235.61 +17.3%
Net realized investment BEEREEKZE
gains/(losses) (8B F8 (30.18) (6.46) +3.7 times f&
Net unrealized investment REREERZE
gains/(losses) (E1]) F5E (1.32) - -
Net impairment gains/(losses) & % B B W 5~
on securities (Es18) F58 (6.50) - -
Total investment income WEWA BT 238.34 229.15 +4.0%
Total investment yield BT E W 3.3% 4.3% -1.0 pt B

TPI’s total investment income was HK$238.34 million during the ARG K F 81 S 15 4% & Uk A 42 562.38341E
Year, representing a slight increase from the HK$229.15 million BT * 8A&F2.2015EF T &AL hi - A HE &
in the Last Year. The unfavorable equity market conditions in & FAREAE ELIRIE - PRIFRZETE 17 4
the PRC did not have as much of an impact on TPl due to the ~ AFEIBEIFET K-

very low asset allocation to equities in its investment portfolio.
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PROPERTY AND CASUALTY INSURANCE BUSINESS
- PRC OPERATIONS CARRIED OUT BY TPI (Continued)

The details of TPI's investment income/(loss) on a pre-tax basis

IERMRER - ARV ML E 2 PEE
% (&)

KFPHBRBATRERA (BR) 2 FEHm

were as follows: ™
For the year ended 31 December 2011, HK$ million BEr—E——F1-A=+—HULFE BE
BT
Unrealized
gains/
Recognized in the consolidated income statement (Ios§es)
}K‘ﬁﬁ?ﬁ?ﬁﬁﬂ]ﬁ% reCOnged
in the fair
Net investment income Net Net value
REWAFE realized  unrealized Net reserve
Interest gains/ gains/  impairment RAAREE
income/ (losses) (losses) gains/ HEAER
(expense) Dividend EEBR AER (losses) Sub ZRER Grand
FEWA/ income ¢4 Wi,/ HERE total Wi/ total
(%) REWA (BB)FE (BB FHE (HB)FH Nt (B#7) ot
Debt securities BHES
HTM REZHEHA 40.75 - - - - 40.75 - 40.75
AFS A E 87.39 - (13.78) - - 73.61 37.10 110.71
HFT BEERSRR 0.31 - 0.29 (1.32) - (0.72) - (0.72)
LR EF KRB 33.93 - - - - 33.93 - 33.93
Equity securities RAE S
AFS AL E - 5.19 30.30 - (1.99) 33.50 (132.12) (98.62)
Investment funds RERES
AFS AfLE - 9.56 (46.99) - (4.51) (41.94) (43.07) (85.01)
Cash and bank RERBOTFER
deposits 100.35 - - - - 100.35 - 100.35
Securities sold/ BEHRE/
purchased under BARERS
repurchase/resale
agreements (1.14) - - - - (1.14) - (1.14)
261.59 14.75 (30.18) (1.32) (6.50) 238.34 (138.09) 100.25

FREAFREBRIERARAT
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Management Review and Analysis
EEELBEM D

PROPERTY AND CASUALTY INSURANCE BUSINESS BIEREETE - BATEBEE PEE
- PRC OPERATIONS CARRIED OUT BY TPI (Continued) 7§ (#)

For the year ended 31 December 2010, HK$ million BE—E—FFf_HA=+—HIFFE BE
BT
Unrealized
gains/
Recognized in the consolidated income statement “OS,SGS)
REABRRNBR fecognized
- - in the fair
Net |nv§estmen\t4|ncome Net Net value
BREUAEFE realized unrealized Net reserve
Interest gains/ gains/  impairment RAAEE
income/ (losses) (losses) gains/ EEAER
(expense) Dividend BER AER (losses) Sub ZRER Grand
FERA/ income Wz W/ RERE/ total Wz, total
(Zit) REMA (BR)FE (FBR)FE (FB)FE e (B#) e
Debt securities BHES
HTM REZIEA 41.63 - - - - 41.63 - 41,63
AFS AHEE 56.49 - (0.65) - - 55.84 (47.20) 8.64
HFT REERSRE 0.20 - - - - 0.20 - 0.20
LR BEFRENGIE 9.14 - - - - 9.14 - 9.14
Equity securities R 55
AFS A E - 1.76 11.76 - - 13.52 78.71 92.23
Investment funds REHS
AFS AHEE - 63.30 (17.57) - - 45.73 (36.51) 9.22
Cash and bank
deposits RERBOIFER 67.52 - - - - 67.52 - 67.52
Securities sold
under repurchase
agreements BEHEEES (4.43) - - - - (4.43) - (4.43)
170.55 65.06 (6.46) - - 229.15 (5.00) 224.15
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EIEE O RN 2 AT

PROPERTY AND CASUALTY INSURANCE BUSINESS
— PRC OPERATIONS CARRIED OUT BY TPI (Continued)
Underwriting and Other Administrative Expenses

The underwriting and administrative expenses of TPl are
summarized as follows:

For the year ended 31 December, HK$ million

IIERMRER - ARV ML E 2 PEE
% (&)

AR R EAMITHE A

KRBz AR R E 1T B At a0 T -

BE1T-A=+—HILFE BEEET

Change

2011 2010 21t

Staff costs 8 T A 767.16 619.06 +23.9%

Rental expenses HMERX 60.74 72.31 -16.0%
Business tax and additional BERESAMTMER

charges 393.05 340.53 +15.4%

Others H b 1,356.21 1,095.55 +23.8%

2,577.16 2,127.45 +21.1%

Financial Strength and Solvency Margin

The solvency margin ratios of TPl under the CIRC regulations
were as follows:

At 31 December, RMB million

BB H R EEE

AT iR R e & 2 A R %
mT

REtZA=+—H BEBARK

2011 2010
Actual Solvency Margin BEREMNED 1,151 1,073
Minimum Statutory Solvency Margin wIEEEE T8 756 699
Solvency Margin Ratio EffgE R E 152% 154%

FEAFRBIERERADF
2011 F 3R




Management Review and Analysis
EEECEM D

PROPERTY AND CASUALTY INSURANCE BUSINESS
- HONG KONG OPERATIONS CARRIED OUT BY CTPI
(HK)

The Group’s Hong Kong property and casualty insurance
segment is operated by CTPI (HK). CTPI (HK) is a Hong Kong-
incorporated company and is wholly-owned by the Group. CTPI
(HK) is principally engaged in the underwriting of motor, marine
and non-marine policies in Hong Kong.

The figures below are the results of CTPI (HK) from its
operations, before intra-group eliminations.

The key financial data of the property and casualty insurance
business operated in Hong Kong by CTPI (HK) is summarized
below:

For the year ended 31 December, HK$ million

MERRES -APEATEREEZEE
ESi S

AEE s BEBVERBREFHFPBELCFELE
B REAFEERBBEIMAR WHAEHE
2EHEE - PEAFEEEIENBENFAR
1 QNI E N E S

LT HFAEBAILHEA PEAFEBNE
e S
BABAFEBRENTBVERBRES 2 X
2 BBIBEHA T -

BE+-A=+—HILFE BEET

Change
2011 2010 214
Gross premiums written EERRE 935.90 812.03 +15.3%
Net premiums written FERRE 622.44 544.21 +14.4%
Net earned premiums EREUREFE 599.00 548.52 +9.2%
Net claims incurred BT (312.78) (276.18) +13.3%
Underwriting expenses ARER (149.67) (134.96) +10.9%
Net commission expenses MeTHFE (129.93) (122.63) +6.0%
Underwriting profit HR A 6.62 14.75 -55.1%
Total investment income BEWRAEE 354.58 339.16 +4.5%
Net exchange gain b 5 w5 50.20 4.03 +11.5times 1%
Net impairment losses write back ¥ % Ji (& [2] ¢ % 58
of property 33.58 - -
Other administrative expenses  Efb17IHE (23.23) (8.33) +1.8 times &
Profit from operation before BREE A4S &R A °
taxation ® 428.46 362.48 +18.2%
Profit from operation after Briiig RIRFREMEERF
taxation and attributable to
the owners 3 345.63 362.47 -4.6%
Technical reserves ratio By 1t e & 223.6% 232.0% -8.4 pts 24
Retained ratio SRR 66.5% 67.0% -0.5 pt 24
Earned premiums ratio ERERE X 64.0% 67.5% -3.5 pts 2
Loss ratio B =1 52.2% 50.4% +1.8 pts 2
Expense ratio ' BRX 46.7% 47.0% -0.3 pt
Combined ratio 2 IRE AR 2 98.9 97.4 +1.5 pts 2k

! Both the loss ratio and expense ratio are based on net earned premiums.
2 The combined ratio is the sum of the loss ratio and the expense ratio.

3 For 2010, the figures do not include the net gain from the sale of MAC, which
are recognized in the standalone financial statements of CTPI (HK) for 2010.
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Management Review and Analysis
EEECEM D

PROPERTY AND CASUALTY INSURANCE BUSINESS
- HONG KONG OPERATIONS CARRIED OUT BY CTPI
(HK) (Continued)

Operating Profit

The property and casualty insurance business operated in
Hong Kong by CTPI (HK) recorded a operating net profit and
net operating profit attributable to the owners of HK$345.63
million during the Year (2010: HK$362.47 million). Before taxes,
CTPI (HK) produced solid profit growth because of positive
investments and exchange gains during the Year. The decrease
in profitability was mainly due to a one-off additional provision
for certain offshore investment income earned in prior years.
Based on certain developments during the Year and in order to
be the most conservative and prudent, full provisions for these
taxes have been made.

Gross Premiums Written

Gross premiums written increased by 15.3% to HK$935.90
million from HK$812.03 million in the Last Year. During the Year,
solid economic growth and activity in Hong Kong helped to
grow the property and casualty insurance sector. The detailed
breakdown of gross premiums written was as follows:

For the year ended 31 December, HK$ million

PERRES - APEATEREECEE
E%#)

LERA

REERN PRKFEHENB LY ERRER
AR 205 M) N IR e A i )RR 433.456318 8 7T
(ZT—FF:36247(887T) - EARF RHIA
Al REIKFEBREFANRE RE L UET
BEREEMER -BNEN THRTEI2A /R
ERTFE R E TRERAE—RIEREIN
BE-ENFARLERERMARRRER
ER ERaSHEBEEESEE-

EERRRE

FARREHEF 28.1203BHB T LTH15.3%%
9.3590(EATT - RAFER  BRKLHEREIE R
Komig A ERREAIER - EARRERF
AT

BE1T-A=+—HILFE BEEET

Business Line % of Total % of Total
xBESR 2011 {H#BEES T 2010 (H#BEED L
Motor N 198.83 21.2% 192.21 23.7%
Marine 7K B 151.59 16.2% 167.12 20.6%
Non-marine FE KB 585.48 62.6% 452.70 55.7%

935.90 100.0% 812.03 100.0%

B K FIRERIERR A BR A A
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BEE LMD

PROPERTY AND CASUALTY INSURANCE BUSINESS
- HONG KONG OPERATIONS CARRIED OUT BY CTPI
(HK) (Continued)

Net Claims Incurred and Combined Ratio

Net claims incurred increased by 13.2% to HK$312.78 million
from HK$276.18 million in the Last Year. The expense ratio
improved to 46.7% from 47.0% in the Last Year, which was
attributed to lower commission expenses. The loss ratios,
expense ratios and combined ratios were as follows:

For the year ended 31 December

BERBRE - BPEATYE]

ES € )

B 2k 4
R

ERGARAR

LECEE

ERAERER A 2 2.7618BE T EFH132% 2
3.12781@/%75 BENEEER TR BRAXHE

FHI47.0%H =

£46.7% °

BRARERDT

BE+=-A=+—HLFE

N RS

2011 2010
Loss ratio B A & 52.2% 50.4%
Expense ratio BAx 46.7% 47.0%
Combined ratio A KA E 98.9 97.4
Investment Performance BRERE
The composition of investments was as follows: WEHEBBERIOT
At 31 December, HK$ million RI+—ZA=+—H BEET
% of Total % of Total
2011 {HBXEED 2010 (BB
Debt securities B 1,485.69 38.0% 1,450.31 36.2%
Equity securities BRAE 226.53 5.8% 295.38 7.4%
Investment funds KEE® 26.51 0.7% 58.77 1.5%
Cash and bank deposits R & RIRITFR 779.58 19.9% 962.44 24.1%
Investment properties KEME 1,389.85 35.6% 1,233.19 30.8%
Total invested assets & 4B 3,908.16 100.0% 4,000.09 100.0%
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BEE LMD

PROPERTY AND CASUALTY INSURANCE BUSINESS
- HONG KONG OPERATIONS CARRIED OUT BY CTPI
(HK) (Continued)

Investment Performance (Continued)

During the Year, CTPI (HK) continued to be very cautious in its
asset allocation for its investment portfolio. Equity investments
were maintained at a relatively low percentage of the asset
allocation, while debt securities and cash and bank deposits
constituted a combined total of approximately 57.9% of the
total invested assets as at 31 December 2011 (2010: 60.3%).

The classification of investments in securities under HTM, AFS,
HFT and LR was as follows:

At 31 December 2011, HK$ million

PERRES - APEATEREEZEE
ES € )
RERR (B)

RAFER FEKFEEHREREEEH
BERENATOBER - BARBRFEEE

@aﬁaﬁ—m;ﬁﬁﬁ“tt : ﬁﬁ%i}’%{nﬁ fﬁé&fﬁ
éé? %ﬁwg%ﬂ_ f&-ms%)

BRAKEEIHA AIHEE HEEXSA
?&E K FE WS IR R B SR I E A0 T

R-EFE——F+=-H=+—H BEET

HFT LR
HTM AFS BEEE EAR Total
EBZZHHE HtHE RS HA® FE W R IE k)
Debt securities B EFH - 1,485.69 - - 1,485.69
Equity securities RN % % - 226.53 - - 226.53
Investment funds ®EE S = 26.51 = = 26.51
- 1,738.73 - - 1,738.73
At 31 December 2010, HK$ million R-CFE—ZFF+—H=+—H BEZET
HFT LR
HTM AFS BHE BER k& Total
FEZIHA EIR = RPRA®E JE W 5K I8 FEk-E]
Debt securities B E S - 1,450.31 - - 1,450.31
Equity securities  B& N & 5 - 295.38 - - 295.38
Investment funds ®EE S - 58.77 - - 58.77
- 1,804.46 - - 1,804.46

B K FIRRIERR A BR A A
2011 F 3R




Management Review and Analysis

BEE RN DT

PROPERTY AND CASUALTY INSURANCE BUSINESS BfE{RE %7}1 HARAFEEBEECRB
- HONG KONG OPERATIONS CARRIED OUT BY CTPI ¥ (#)
(HK) (Continued)

Investment Performance (Continued) RERK (&)

The debt securities classified by type and class were as follows:  {EEFILER D BT :

At 31 December, HK$ million R+=—A=+—H BEET
2011 2010
Central governments and central banks 8 B fF K R R ER 17 5.32 27.20
Public sector entities NHEEE 13.11 -
Banks and other financial institutions IRIT R E & Bk s 1,202.02 996.59
Corporate entities EEE 265.24 426.52
1,485.69 1,450.31

The total investment income and the investment vyield on a pre- FEAFEBERNGABIRANZHANIRE
tax basis recognized in the consolidated income statement were YR A 4258 I # AT % & Uk s REai a0 T -
as follows:

For the year ended 31 December, HK$ million BE+-A=+—HiIFE BEET
Change
2011 2010 21t
Net investment income HE WA FRE 170.60 143.06 +19.3%
Net realized investment EEBREEKRZ S
gains/(losses) (E518) F8 42.05 127.01 -66.9%
Net unrealized gains/(losses) & EWERBRIWZE
on investment properties (E18) F58 161.22 69.09 +1.3 times 1%
Impairment gains/(losses) BHEBEWE
on securities (Es18) (19.29) - -
Total investment income HEWABEE 354.58 339.16 +4.5%
Total investment yield IS E W X 8.4% 9.5% -1.1 pts 24

Total investment income was HK$354.58 million for the Year, ZANF AERERE WA B FES.5458FEE T 8
representing an increase from HK$339.16 million in the Last Year. 2= 3.3916%8 8 JT 1 hn o A F N EIE E WS
The total investment yield for the Year was a very satisfactory EiZE8.4% S AFEEME o

8.4%.
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EEECEM D

PROPERTY AND CASUALTY INSURANCE BUSINESS
- HONG KONG OPERATIONS CARRIED OUT BY CTPI
(HK) (Continued)

Investment Performance (Continued)

The details of CTPI (HK)’s investment income/(loss) on a pre-
tax basis were as follows:

For the year ended 31 December 2011, HK$ million

PERRES - APEATEREECEE

)

RERR (£)

R FEBHAIRERA, (B18) 2 &HA5

Mran T

Br—-F——fFf+-H=+—HIFE B

&ET
Unrealized
gains/
Recognized in the consolidated income statement (Ios.ses)
REABRRNER recognized
— in the fair
Net investment income Net Net value
BEYAFE realized  unrealized Net reserve
gains/ gains/ impairment RAAEE
(losses) (losses) gains/ fERRED
Interest  Dividend Rental By-¢) RER (losses) Sub  ZKEER Grand
income income income W,/ Wi/ HEWRES total Wit/ total
FEWA REWA HewA (BR)FE (FR)FE (FB)FE Nt (B8) Fok]
Debt securities EHES
AFS e 88.70 - - 42.24 - - 130.94 (75.22) 55,72
Equity securities RAEH
AFS A E - 9.42 - (16.45) - 9.17) (16.20) (45.47) (61.67)
Investment funds REES
AFS g - - - 16.26 - (10.12) 6.14 (0.99) 5.15
Cash and bank deposits B&R#RTER 12.55 - - - - - 12.55 - 12.55
Investment properties ~ REWE - - 57.44 - 161.22 - 218.66 - 218.66
Others it 2.49 - - - - - 2.49 - 2.49
103.74 9.42 57.44 42.05 161.22 (19.29) 354.58 (121.68) 232.90
FEAFREIERER A A
2011 £ Pl
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EEECEM D

PROPERTY AND CASUALTY INSURANCE BUSINESS BIERBEK - HPBEALEELEZEE

- HONG KONG OPERATIONS CARRIED OUT BY CTPI ¥ (&)
(HK) (Continuea)
Investment Performance (Continued) BRERR (42)
For the year ended 31 December 2010, HK$ million BPr-—E-—ZFFf-_HF=+—HIFE BE
BT
Unrealized
gains/
Recognized in the consolidated income statement (‘Oslses)
WA BRRARE recognized
in the fair
Net invgstment{ income Net Net value
BEWRAF# realized  unrealized Net reserve
gains/ gains/  impairment RAAEE
(losses) (losses) gains/ R
Interest Dividend Rental BER AEH (losses) Sub ZRER Grand
income income income W/ W/ REkRE/ total W/ total
A  BEBA  HASBA (BB)FE (BBR)FE (BB)IE et (F#E) aE
Debt securities BEES
AFS HHE 77.44 - - 124.37 - - 201.81 (25.23) 176.58
Equity securities RAES
AFS PR - 9.05 - 12.92 - - 21.97 (0.94) 21.03
Investment funds REES
AFS A E - 0.51 - (10.28) - - 9.77) 4.75 (5.02)
Cash and bank deposits B&RETER 2.74 - - - - - 2.74 - 2.74
Investment properties ~ REWE - - 53.29 - 69.09 - 122.38 - 122.38
Others Hit 0.03 - - - - - 0.03 - 0.03
80.21 9.56 53.29 127.01 69.09 - 339.16 (21.42) 317.74
Underwriting and Other Administrative Expenses ARREMITHER

The underwriting and other administrative expenses are HA{RN&HEMITHRERHMAT

summarized as follows:

For the year ended 31 December, HK$ million BE+-A=+—HiIFE BEET

Change

2011 2010 21t

Staff costs B T A 129.27 102.93 +25.6%
Rental expenses MERX 0.41 0.24 +70.8%
Others HAh 43.22 40.12 +7.7%
172.90 148.29 +20.7%
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EEECEM D

PROPERTY AND CASUALTY INSURANCE BUSINESS
- HONG KONG OPERATIONS CARRIED OUT BY CTPI
(HK) (Continued)

Financial Strength and Solvency Margin

The solvency margin ratios of CTPI (HK) under the Hong Kong
Insurance regulations were as follows:

At 31 December, HKD million

NEREER - TR TFEREECEE
5% (&)
BB N RENRED

FEAFEBREBRRIGOIZENENTR
AT

R+=ZBA=+—H BEET

2011 2010
Actual Solvency Margin BEREEE 2,356 2,427
Minimum Statutory Solvency Margin KA EE AL 131 126
Solvency Margin Ratio EfRgEhTEE 1,801% 1,919%

REINSURANCE BUSINESS

The Group’s reinsurance business is operated by TPRe. TPRe is
a Hong Kong-incorporated company and wholly-owned by the
Group, and is mainly engaged in the underwriting of all classes
of non-life reinsurance business around the globe, consisting
mainly of short-tail, property reinsurance business in the Asia
Pacific region. TPRe also engages in the underwriting of certain
classes of long term (life) reinsurance business. TPRe has chosen
not to engage in long-tail, liability reinsurance business from
outside of Asia, such as from the United States and Europe.

BREER

REEBRREBHASBE2ERAZEE
T AR FHREREE KN FBRRERR
EAREHEBFFEASBRREL T2
DAME MG RO EBRRER - K FBR
BIMEEE TREANEY (AS) BRRER
KFBIREUEE AR TN ASMOR B £ B K
BN REEEERER-

B K FIRERIERR A BR A A
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B RIBEM D

REINSURANCE BUSINESS (Continued)

The figures below are the results of TPRe from its operations,
before intra-group eliminations.

The key financial data and key performance indicators of the
reinsurance business are summarized below:

For the year ended 31 December, HK$ million

BRERZER (&)

UTBFHAEEAIMLEHEN A FBRIEHOE

BREEK T2 BEE LT ERVETHN

[N

BE1T-A=+—HILFE BEEET

2011 2010 Change

Gross premiums written FHERRE 3,431.08 2,649.73 +29.5%
Net premiums written FERRRE 3,073.66 2,372.06 +29.6%
Net earned premiums ERIREFHE 2,852.91 2,077.54 +37.3%
Net claims incurred i (2,131.55) (1,307.33) +63.0%
Underwriting expenses ARER (73.10) (51.84) +41.0%
Net commission expenses BeZ g5 (812.31) (595.22) +36.5%
Underwriting (loss)/profit AR (E8) /& F (164.05) 123.15 -
Total investment income BEWRAEBE 130.66 320.09 -59.2%
Net exchange gain/(loss) & X e (BR)FHE 8.58 (31.47) -
Other administrative expenses  E b 7TE & A (12.48) (28.43) -56.1%
(Loss)/profit from operation BREIRIEE (BB),/EF

before taxation (33.32) 388.02 -
(Loss)/profit from operation Bl MIRREGELE

after taxation and (E18) &7

attributable to the owners (94.19) 372.65 -
Regulatory solvency margin ratio 25 & (&} 8% 1) 75 & L & 389.7% 555.8%  -166.1 pts Zh
Technical reserves ratio P 1R 8 H R 162.4% 175.5%  -13.1pts &
Retained ratio BRELE 89.6% 89.5% +0.1 pt 24
Earned premiums ratio BERERE X 83.1% 78.4% +4.7 pts 2
Loss ratio B = 74.7% 62.9%  +11.8pts B
Expense ratio 143 ERX 31.0% 31.1% -0.1 pt 24
Combined ratio 2 IRE PR 2 105.7 94.0 +11.7pts

! Both the loss ratio and expense ratio are based on net earned premiums.

2 The combined ratio is the sum of the loss ratio and the expense ratio.
s The expense ratio is comprised of underwriting expenses and net commission
expenses.
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EEECEM D

REINSURANCE BUSINESS (Continued)
Operating Loss/profit

The reinsurance business incurred a net operating loss after tax
of HK$94.19 million during the Year (2010: profit of HK$372.65
million). This loss represented TPRe’s first operating loss since
its incorporation in 1980, and was mainly caused by significant
claims from a few natural catastrophes which occurred during
2011, as well as lower total investment income due to difficult
equity market conditions in Hong Kong and the PRC. The 2011
combined ratio for TPRe’s reinsurance business was 105.7
(2010: 94.0). Within the tax provision, there was an one-off
additional provision amounting to HK$53.00 million for certain
prior years’ investment income. Based on certain developments
during the Year and in order to be the most conservative and
prudent, full provisions for these taxes have been made. As
such, the loss after tax is larger than the loss before tax.

Gross Premiums Written

TPRe’s gross premiums written for the Year increased by 29.5%
to HK$3,431.08 million from HK$2,649.73 million in the Last
Year. TPRe continued to have favorable premium growth in
Mainland China, which together with Hong Kong and Macau,
has become the home market of the reinsurance operations in
terms of premium income.

TPRe’s geographical distribution of gross premiums written is
summarized as follows:

For the year ended 31 December, HK$ million

BRERRTE ()
e wE

BREEBEECEBBFEIMNEE T (=
T—TF FEFB7265(EE TT) o thEIB T AT
BRBE - NN\TF M AR E XEREL
EEBR BRI T —FRENERSE
AERLEEHREARIEN I EHEERF
B EMSIEREH SHIEEWRABERIE
il KEFBRBOBREEBE_T——F
HEARARA105.7( ZE—FE:94.0) - B
HREETR ERAFEAELEEREERENE
REREEER CRETENFENRER
AE— IR BRSNS TE 85,3008 8 7T
It BREE BB E PR T AT E 1B A K o

EERRE

KEFRR 2 ERRREREF26.4973(28 7T
FFH205%E34.3108B/E T K F BRI #EE
R BIARERGAEBRER R - M BIKREE
EEBMEP RREBRAGTEKBBRRZE
BHEEmiso

AFBRBIZOES 16815 2 ERRRBHR
T

BET-FA=+—HILFE BEEET

% of Total % of Total

2011 {HEEEL 2010 1HBEEDL

Hong Kong & Macau BAERRM 705.92 20.6% 352.37 13.3%
Mainland China (& Taiwan) B AR (&) 1,271.29 37.1% 1,061.41 40.1%
Japan SN 180.63 5.3% 163.87 6.2%
Rest of Asia oM E A 4 & 677.65 19.7% 587.23 22.2%
Europe B 391.59 11.4% 287.39 10.8%
Others Hity 204.00 5.9% 197.46 7.4%
3,431.08 100.0% 2,649.73 100.0%

FEIAFRBRIZRARA A
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EEECEM D

REINSURANCE BUSINESS (Continued)
Net Claims Incurred

2011 was a very unusual year in terms of the frequency of natural
catastrophes and their geographical distribution. According
to various industry research analyses and statistics, 2011
surpassed 2005 to become the worst year ever in terms of
natural catastrophes for the global insurance industry.

Having several, sequential and large natural catastrophes
occurring in the same year is a very rare occurrence, and
having sizable insured damage losses arising from catastrophes
concentrated mainly in Asia is also an extremely rare occurrence.
With more than 80% of its gross written premium sourced
from Asia, TPRe could not be immune from the losses arising
from major natural catastrophes in the region, specifically the
earthquake in New Zealand in February, the earthquake in Japan
in March, and the flooding in Thailand in October.

TPRe’s top three major claims in terms of gross losses during
the Year were as follows:

For the year ended 31 December 2011, HK$ million

BRERZER (&)

T —FUBEAKEBREMNSERMM IR D M
RE BEIASEN—F-REZHITEDN
MEST RS —F——F2BRE-_FFhH
FARBARANEHRHRBREZEREEN
7£'E°

ER-—FAREELEERBEALEZRERF
RomelENEANRREBENEESPHEETMIE
BHORIEEER K FHRBRERERB/ K
KERMNEE BEAEEXIZEEARALEN
FE LA AEHnEELEnE — AR
AREERIEN T AESFBE B AR RE -

KEBRBAFANANERNERETE 2 = A8
ES(INE

BE—FE——Ft-A=F+—HULFE BE

BT

Gross loss Net retained

Date of loss incurred loss incurred

i B A HA ERMNAE BEBEMNFE

Flooding in Thailand ZeH 7Kk K¢ 10/2011 721.35 476.91

Earthquake and Bt E KGR 3/2011 468.28 282.17
Tsunami in Japan

Earthquake in Christchurch,  ¥FABEEHME 2/2011 139.46 139.26

New Zealand

Loss reserve provisions were also reviewed during 2011, which
resulted in the release of HK$457.68 million from prior years’
provisions.

The net incurred loss ratio for the Year increased to 74.7%.
(2010: 62.9%).
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Management Review and Analysis
EEECEM D

REINSURANCE BUSINESS (Continued) BREEX (&)
Investment Performance RERR

The composition of investments held by TPRe was as follows: AFBRBFAE ZILEHBBRAT

At 31 December, HK$ million Rt+—A=+—H BEET
% of Total % of Total
2011 {H#AZKEA DL 2010 {H@EEBE L
Debt securities B &5 4,120.87 66.2% 3,565.91 61.8%
Equity securities IR AN 78 5 419.88 6.7% 543.60 9.5%
Investment funds KEES 43.87 0.7% 58.04 1.0%
Cash and bank deposits R & RIR1TIER 1,569.01 25.2% 1,529.52 26.5%
Investment properties KEME 74.76 1.2% 70.92 1.2%
Total invested assets 1% & 4358 6,228.39 100.0% 5,767.99 100.0%

Due to significant cash inflows arising from the strong premium HRAFERRBP AL REDTREAKER
growth during the Year, TPRe’s investment portfolio increased in A K-FBRMIZEHE A MG K o K FHIR
size. TPRe continued to be very cautious in its asset allocation R¥NERELAEMEERENA+HEE-
for its investment portfolio. Debt securities and cash and bank BRI E#EFEEEREN —EAREKE D
deposits constituted a combined total of approximately 91.4%  MEKES B RBRTHEFAN_ZE—F+=
of the total invested assets as at 31 December 2011 (2010: AZ=+—HA XKL EEELTENI1.4% (=F
88.6%). —Z4F :886%) °

B K FIRERIERR A BR A A
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Management Review and Analysis

B RIBEM D

REINSURANCE BUSINESS (Continued)

Investment Performance (Continued)

The classification of TPRe’s investments in securities under

HTM, AFS, HFT and LR was as follows:

At 31 December 2011, HK$ million

BRI (&)

KRERR (&)

ANFBEREGEHEAFEZIIMA AMEHE &
BER S ABEERREWGRIBRNFEFIZE W
T

R —FE—— - f=+—H BEET

HFT LR
HTM AFS BEE ERK Total
FEEZFHEA aAHHE R A% FE UK K18 HEE
Debt securities BBES 2,651.97 990.31 45.38 433.21 4,120.87
Equity securities I ZARNFE 5 - 419.88 - - 419.88
Investment funds & E S - 14.56 29.31 - 43.87
2,651.97 1,424.75 74.69 433.21 4,584.62
At 31 December 2010, HK$ million R-_E—FTFF+ - H=+—H HEETT
HFT LR
HTM AFS FAE ER & Total
BAEZ=EIEH At E R 5 R& JE U 7R 18 Pkl
Debt securities (Evrs 2,517.03 872.22 169.61 7.05 3,565.91
Equity securities R AN & 5 - 543.60 - - 543.60
Investment funds #®HEE S - 24.41 33.63 - 58.04
2,517.03 1,440.23 203.24 7.05 4,167.55
The debt securities classified by type and class were as follows: & EFILFER DAL :
At 31 December, HK$ million Rt+t=ZA=+—H BEET
2011 2010
Central governments and central banks 1 R BT M AR R ER 1T 628.48 410.19
Public sector entities NS 37.01 30.56
Banks and other financial institutions RIT R E b & Bk R 2,105.46 1,810.88
Corporate entities EEE 1,349.92 1,314.28
4,120.87 3,565.91

China Taiping Insurance Holdings Company Limited
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Management Review and Analysis

BEE RN DT

REINSURANCE BUSINESS (Continued)
Investment Performance (Continued)

The debt securities classified by original currencies in their
respective HKD equivalents were as follows:

At 31 December, HK$ million

BRERZER (&)

RERR (&)

BEREFRREE DB ZINE

BITENT

RTt=ZA=+—H BE¥ET

2011 2010

UsD ETT 2,885.82 2,692.63
RMB AR # 579.80 208.69
EUR BX 78 279.23 259.61
GBP i 214.34 201.15
HKD I 2.86 91.70
AUD B IT 74.54 68.81
Others Hh 84.28 43.32
4,120.87 3,565.91

The total investment income and the investment yield of TPRe’s
investments on a pre-tax basis recognized in the consolidated
income statement were as follows:

For the year ended 31 December, HK$ million

KB REERNGEEERAZHATRE K

ABFE LB AR E e Rt

LA

BE1T-A=+—HILFE BEEET

Change

2011 2010 21

Net investment income E WA FEE 276.44 223.08 +23.9%
Net realized investment BEEREEKZ

gains/(losses) (B8 ) F5 (74.57) 53.22 -
Net unrealized investment REREERZ S

gains/(losses) (Eﬂ@ ) FER (4.16) 38.99 -

Net impairment gains/(losses) F R E W R

on securities (EE'HTE)/? ] (67.05) 4.80 -

Total investment income WEWABEE 130.66 320.09 -59.2%

Total investment yield A Wam X 2.1% 6.1% -4.0 pts Bf

FREAFREBRIERARAT
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Management Review and Analysis
EEECEM D

REINSURANCE BUSINESS (Continued)
Investment Performance (Continued)

TPRe's total investment income was a gain of HK$130.66 million
for the Year, representing a decrease from HK$320.09 million in
the Last Year. Although equity investments were maintained at
a relatively low percentage of the asset allocation, unfavorable
equity market conditions in Hong Kong and the PRC impacted
the total investment income of TPRe.

The details of TPRe’s investment income/(loss) on a pre-tax
basis were as follows:

For the year ended 31 December 2011, HK$ million

BRERZER (&)
RERR (&)

REFR KFBRREFGRE WA BTG
1.306618/8 TT * B A F3.2009(F B TR L « #ER
BARERBSEEERENAYRERD L
FENMPEBRATSHNIFBEREEFE T K
FHEREBOREWA B -

KFBREOFRARERA, (EB) 255485
W

Br—F——Ff-H=+—HIFE BE
BT

Unrealized
gains/
Recognized in the consolidated income statement (Ios.ses)
R AR ppe recognized
in the fair
Net invgstmenl income Net Net value
BEYAFE realized  unrealized Net reserve
gains/ gains/ impairment RAREE
(losses) (losses) gains/ HEAER
Interest  Dividend Rental 28R RER (losses) Sub ZABR Grand
income income income Wi/ Wi/ HEWRE total Wi/ total
FEBA  BREBA  HEWA (BE)FE (FBR)FE (FB)FE Pt (E#) am
Debt securities BHEES
HTM BAZIEA 158.20 - - 1.65 - - 159.85 - 159.85
AFS e 65.32 - - 10.68 - - 76.00 (52.50) 23.50
HFT REERSAR 4.58 - - 4.55 (3.66) - 5.47 - 5.47
LR EHRRENTE 13.13 - - - - - 13.13 - 13.13
Equity securities RAE S
AFS A E - 13.56 - (90.98) - (67.05) (144.47) (16.16) (160.63)
Investment funds REES
AFS AHE - 0.75 - - - - 0.75 (1.13) (0.38)
HFT FEERS RS - 2.73 - (0.47) (4.34) - (2.08) - (2.08)
Cash and bank deposits B& R#BTFH 15.83 - - - - - 15.83 - 15.83
Securities sold under ~ EAREFEH
resale agreements 1.40 - - - - - 1.40 - 1.40
Investment properties ~ RENE - - 0.94 - 3.84 - 4.78 - 4.78
258.46 17.04 0.94 (74.57) (4.16) (67.05) 130.66 (69.79) 60.87

China Taiping Insurance Holdings Company Limited
2011 Annual Report




Management Review and Analysis
EEECEM D

REINSURANCE BUSINESS (Continued) BREER (&)
Investment Performance (Continued) RERR (&)
For the year ended 31 December 2010, HK$ million B2 T —FFf_A=+—HIFE BF
BT
Recognized in the consolidated income statement Unrealized
REEEBRRNER gains/
Net investment income (losses)
RN EE recognized
in the
Net Net fair value
realized  unrealized Net reserve
gains/ gains/  impairment RAAEE
(losses) (losses) gains/ EEARR
Interest Dividend Rental BER RER (losses) Sub  ZARER Grand
income income income Wit/ W/ FEkRE/ total W/ total
MElA  BREKA  HekA (BR)3E (BBR)FE (BBR)FE et (B8) ok
Debt securities EHES
HTM BAZEEA 133.99 - - - - 6.61 140.60 - 140,60
AFS e 52.21 - - (1.12) - - 51.09 41.18 92.27
HFT REERSAR 11.45 - - 0.65 22.65 - 34.75 - 34.75
LR B RENHE 0.01 - - - - - 0.01 - 0.01
Equity securities RAEH
AFS AL - 10.50 - 49.85 - (1.81) 58.54 (77.12) (18.58)
Investment funds REES
AFS AfE - 1.10 - (0.74) - - 0.36 2.30 2.66
HFT REER SRR - 2.72 - (0.15) 0.14 - 2.7 - 2.7
Cash and bank deposits E& R #RTEH 9.78 - - - - - 9.78 - 9.78
Investment properties ~ REY# - - 1.28 473 16.20 - 22.21 - 22.21
Others Hit 0.04 - - - - - 0.04 - 0.04
207.48 14.32 1.28 53.22 38.99 4.80 320.09 (33.64) 286.45

A K AR IR B BR A A
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Management Review and Analysis
EEECEM D

REINSURANCE BUSINESS (Continued)
Underwriting and Other Administrative Expenses

The underwriting and other administrative expenses of TPRe
are summarized as follows:

For the year ended 31 December, HK$ million

BRERZER (&)
AR R EMITHER

K BRI A AR R EMITERE AT

BET-FA=+—HILFE BEEET

Change

2011 2010 #(p

Staff costs B ITRAR 46.63 48.67 -4.2%
Rental expenses HERX 4.81 4.63 +3.9%
Others ) 34.14 26.97 +26.6%
85.58 80.27 +6.6%

PENSION AND GROUP LIFE INSURANCE
BUSINESSES

The Group’s pension and group life insurance businesses are
operated by TPP. TPP is a PRC-incorporated company and is
96%-owned by the Group. TPP is principally engaged in corporate
and personal retirement insurance and annuity businesses, and
group life insurance business in Mainland China.

As of 31 August 2011, the Group held an effective interest in
TPP of 50.03%. With effect from September 2011, upon the
completion of the share transfer agreement of TPP dated 31
December 2010, TPP become a direct 96%-owned subsidiary
of the Company.
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Management Review and Analysis

B RIBEM D

PENSION AND GROUP LIFE INSURANCE

BUSINESSES (Continued)

In order to best rationalize and utilize the Group’s customer base
and resources, modifications have been made during the Year
to gradually transfer the group life insurance portfolio written
by TPL to TPP to be managed and run. It is anticipated that
the new business model will enable TPP to achieve reasonable
economies of scale which are critical and necessary for an

operating profit in the pension business.

The figures below are the results of TPP from its operations,

before intra-group eliminations.

The key financial data of the pension and group life insurance

businesses is summarized below:

For the year ended 31 December, HK$ million

BENEBRASRKREERS (&)

SBIEREDNAREENTFERMER

FRUERRREERIVETHE HRFA
SERETEBRERATREEEREE -
FRERSGEREEN
RERR ERBEZRREFREGRLEN
A AL R AR 4E o

HIFTH R E R AR <A

UTEZAEENBHEN KAFEENE

BZLERASRRER 2 T EMBEER L

LIRS

BE+-A=+—HILFE BEET

Change
2011 2010 21t
Gross premiums written EERRE 641.48 25.42  +24.2 timesf&
Net premiums written FERRE 514.65 25.42  +19.2 timesf&
Net earned premiums EREBREFE 371.85 9.40 +38.6 timesfs
Net policyholders’ benefits REFBAFNZFE (134.58) (1.03) +129.7 timesf&
Net commission expenses ReZHFsE (41.48) (1.72) +23.1 timesf&
Change in insurance contract  [RERA& LB EE L
liabilities, net of reinsurance R R R (119.42) - -
Total investment income HEWA B 24,55 5.24 +3.7 times
Pension administration BERBREERBEBWRA
fee income 98.45 87.43 +12.6%
Agency fee income RER®E B WA 134.84 130.29 +3.5%
Administrative and TH R EAME A
other expenses (531.38) (412.48) +28.8%
Loss from operation BRELAI S & B e
before taxation (193.91) (179.64) +7.9%
Loss from operation BREleEEBE
after taxation (193.91) (179.64) +7.9%
Loss from operation BRI EEE
attributable to the owners (156.96) (89.87) +74.7%

FREAFREBRIERARAT
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Management Review and Analysis
EEECEM D

PENSION AND GROUP LIFE INSURANCE
BUSINESSES (Continued)

The key operational data of the pension business is summarized
below:

BENEBRASRKREERS (&)

BREXBZ T BELHEMAINT

Change
2011 2010 21
Annuity and investments FehkREES
funds (RMB million) (BBTAR%) 39,511 32,344 +22.2%
Number of enterprises of BEFRHEFMPR
funds and schemes M EHE 6,703 6,686 +17

With fourteen branches operating in major provinces to serve
its customers, TPP has increased substantially its group life
insurance premiums during the Year. The annuity and investment
funds under management also increased by 22.2% despite only
very modest increases in the number of clients in the pension
schemes.

Operating Loss

The pension and group life insurance businesses incurred net
operating loss of HK$193.91 million during the Year (2010:
HK$179.64 million), representing a increase of 7.9% compared
to Last Year. The net operating loss attributable to the owners
amounted to HK$156.96 million (2010: HK$89.87 million).

ASSET MANAGEMENT BUSINESS

The Group’s asset management business is operated by TPAM
and TPA (HK), which are mainly engaged in the provision of
investment consultancy services to the Group in managing its
RMB and non-RMB investment portfolios, respectively. TPAM is
a PRC-incorporated company and is 60%-owned by the Group,
while TPA (HK) is a Hong Kong-incorporated company and is
wholly-owned by the Group.
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Management Review and Analysis
EEECEM D

ASSET MANAGEMENT BUSINESS (Continued)

During the Year, the Group held an effective interest in TPAM
of 42.03%. With effect from 28 December 2011 upon the
completion of the share transfer agreement of TPAM dated 31
December 2010, TPAM become a direct 60%-owned subsidiary
of the Company.

The figures below are the results of TPAM and TPA (HK)
from their operations, before intra-group eliminations.

The key financial data of the asset management business
operated in PRC by TPAM and in Hong Kong by TPA (HK) are

summarized below:

For the year ended 31 December, HK$ million

BEEBERK (&)

REERN  NEBEFH KT EEL.03%HEF R
g —E——F+_-_A-+/\B &ExKR
HAE—Z-—ZTFE+_-_A=1+—HNATFEER
BEENHE A FEERNALRRREEES
B60% MM B A &)

UTHFREERIEHEN KFEERK
FEE(BBINEEXE-

BMAFEERKFEE (BB)RTENREEE
EMEEERER 2 T BV BEES MM T

BE1T-A=+—HILFE BEET

Change

2011 2010 g1t

Management fee income EEEBEWA 164.90 118.91 +38.7%

Total investment income wEWABE 7.41 3.07 +1.4times &
Administrative and TR EAME A

other expenses (140.04) (124.38) +12.6%
Profit from operation B 5 A1 45 0% T

before taxation 40.38 17.15  +1.4 times 13
Profit from operation PR 18 4 2R T

after taxation 29.13 13.07  +1.2 times 13

Profit from operating P& 3R FE AR 48 s A
attributable to the owners 15.45 7.42  +1.1 times &

B K FIRERIERR A BR A A
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EEECEM D
ASSET MANAGEMENT BUSINESS (Continued)

The key operational data of the asset management business is
summarized below:

BEEBERK (&)

BEEEXRBZIRREHEMMMT

Change
2011 2010 21
TPAM KEEE
Assets under management BEETERRK
(RMB million) (ABTAR®) 115,760 100,446 +15.2%
Including: Assets within B SERNEE
the Group (RMB million) (ABTARE) 108,700 91,417 +18.9%
TPA (HK) RKEEE(BE)
Assets under management BEEEERR
(HKD million) (BBET) 7,299 7,546 -3.3%
Including: Assets within B - SERNEE
the Group (HKD million) (BB%ET) 6,366 6,628 -3.9%

Operating Profit

The asset management business produced a net operating profit
of HK$29.13 million during the Year (2010: HK$13.07 million),
representing an increase of 122.9% compared to Last Year.
The net operating profit attributable to the owners amounted
to HK$15.45 million (2010: HK$7.42 million).

OUTLOOK

After a difficult and challenging 2011, CTIH believes that all of its
core operating units will have better prospects for positive and
better results in 2012. CTIH expects all of its core operating units
to continue with their respective business strategies in 2012 with
a strong view and focus on its long-term value creation strategy
and objectives over the next 3 to 5 years. While operational and
macroeconomic challenges remain, the directors and senior
management are confident about achieving the Company’s
goals in 2012 and for the long term.
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EEECEM D

OUTLOOK (Continued)
Life Insurance Business - TPL

TPL believes that 2012 will be a better year operationally and
financially.

Although 2011 was a difficult year, TPL has been successful
in pursuing its major strategy of prioritizing the sale of regular
premium products. TPL will also continue to focus on the
underlying quality of all of its products sold. Longer duration
products and products with protection features will continue
to be emphasized going forward. Bottom-line results and value
creation will continue to be prioritized over top-line figures,
irrespective of the sales environment.

In the agency channel which has become the major contributor
of New Business Value, TPL continues to be highly optimistic
about the development of a high quality, high performance sales
force. In 2011, the number of TPL agents producing annualized
standardized premium (an internal high caliber tool used to
measure the effective business value of premiums) of one million
RMB or higher reached 195, from 117 in 2010 and 27 in 2009.
TPL believes that as a result of this corporate emphasis, and
the promotions and systematic training which has taken place
over the past years, the potential for further improvements in
productivity is high. In the current year, the management will
also increase financial support for building up a broader base of
agents at the branch and sub-branch levels. TPL believes that
the momentum and strength of its agency force remain healthy
and intact, despite the difficult and uncertain macroeconomic
conditions, and believes that growth in the agency channel will
be strong in 2012.

In the bancassurance channel, the new regulatory regime,
which aims to abolish the mis-selling of insurance products,
should be beneficial for the long-term, healthy development
of the bancassurance sales channel. TPL'’s sales strategy and
marketing teams are in the process of modifications to fit within
the new regulatory framework and conditions for selling insurance
products through the bank channel. With this ongoing process,
there have already been improvements in bancassurance sales
recently.

RE (&)
AEBRBEE-KFAS

ATABEE ESENRGTE  —F =
o' BT —

—T—FHARE K FASDRIERHE
AEHAREEMNRBNERRE - SK&XK
FASEBZIHERRPNER K ARER
BMEM - BERHEERRNMN KFASKE
BEERNEN MEEAESZNRERARIE
o

FAAREREEKXATELEBEZZEREIK
B RFEASBELER—YSRYE 2EN
aEmENI =l HERA - RZE—F K
FASERFRERE (AREEREFUNE
HEENANITER) BARE—G&ETHRIE
HAN _EENFHIAN T —ZTFH117
ANEE-T——FM15A « KFASHIE %
BENTZBRNEBRHRERZFIEI - AH
HENAEE—HIRE - AFE  EBEIEE
ADRRRIAREEMAMBEZIFNE BE
BEZHRIEER - KFASHE BELBL
ERISIARPA  AEEKAREKRE  EFA
BEIHENREEER-

FRITRBRBITE  #EEE B 5 L8R
REMNTRIBE  REFNRRITREROKE
RE#ER - K FASLEABREHERMK LTS
HEE B - LATT & SR1T SR SH &R IR 2 f RO FT
EEES BBRHETFER A FASIARITR
RIHEHRES-

FEIAFRBRIZRARA A
2011 £




Management Review and Analysis
EEECEM D

OUTLOOK (Continued)
Property and Casualty Insurance Business
TPI

With the pricing and competitive fundamentals in the PRC property
and casualty insurance industry continuing to be healthy, TPl is
confident about its outlook for 2012. As a result of the internal
reshaping of the business acquisition and operating systems
over the last three years, a solid operating platform is now in
place. The directors and senior management believe that with
this improved operating platform and a clearly defined bottom-
line driven policy, TPl will be able to sustain healthy growth
in the years to come, despite the up and down trends of the
underwriting cycle which inevitably will become an integral part
of the PRC property and casualty insurance market.

CTPI (HK)

CTPI (HK) expects to grow steadily in line with Hong Kong’s
economy in the years to come. Hong Kong'’s insurance sector
is very mature and competitive, and as such rapid expansion
and growth will not be possible. In 2012, CTPI (HK) will continue
to focus on operating profitability while maintaining its market
position as one of the top niche insurers in the city.

Reinsurance Business — TPRe

The high frequency of large natural catastrophe losses around
the world during 2011, and specifically within the Asia Pacific
region, has pushed up reinsurance market terms and conditions
for property damage reinsurance businesses with catastrophe
exposures. For business renewing before the end of 2011, the
pricing as well as the terms and conditions for many lines of
reinsurance across different geographical regions have increased
or tightened. The lowering of excess reinsurance capital and
the uncertain investment outlook have also helped to turn the
reinsurance market cycle into an upward phase. The current low
investment return environment will lead insurers and reinsurers
to focus even more on their underwriting discipline, helping
to ensure that underwriting performance will produce returns
commensurate with the risks assumed. TPRe has managed to
retain its strong financial strength and position, and looks to take
advantage of this positive trend in its 2012 business operations.
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EEECEM D

OUTLOOK (Continued)
Reinsurance Business — TPRe (Continued)

With over 31 years of operating history, TPRe has embarked
on a generational upgrade of its management, systems and
processes in order to keep up with the ever increasing demands
and expectations of its clients, regulators and other interested
parties. By using its extensive experience, risk management
disciplines, as well as its prudent underwriting skills and reserving
practices, TPRe is optimistic about its outlook in 2012.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s cash and bank deposits as at 31 December 2011
amounted to HK$37,776.40 million (2010: HK$29,412.03
million). There was no bank borrowing during the Year except
for certain temporary bank overdrafts for insignificant amounts.
The interest-bearing notes as at 31 December 2011 amounted
to HK$11,040.73 million (2010: HK$10,231.07 million). The
gearing ratio, which represents interest-bearing notes issued
divided by the total assets of the Group, was 5.8% as at 31
December 2011 (2010: 6.6%).

CAPITAL STRUCTURE

During the Year, CTIH issued 1,660,000 new shares (2010:
1,550,000 shares). All the shares were issued for cash under
the Company’s employee share option scheme. Net proceeds
received for the shares issued for cash in aggregate amounted
to HK$4.91 million (2010: HK$3.26 million).

STAFF AND STAFF REMUNERATION

As at 31 December 2011, the Group had a total of 31,661
employees (2010: 33,663 employees), a decrease of 2,002
employees. Total remuneration for the Year amounted to
HK$3,965.27 million (2010: HK$3,363.49 million), an increase
of 17.9%. Bonuses are linked to both the performance of the
Group and the performance of the individual.
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MAJOR EVENT DURING THE YEAR

Termination of Acquiring Equity Interests in a PRC-
incorporated company

On 29 April 2011, CTPI (HK), a subsidiary of the Company, and
China Insurance Group Investment Company Limited (“CIGICL”)
(an indirect wholly-owned subsidiary of TPG) entered into an
agreement to terminate the share transfer agreement in relation
to the acquisition of equity interests in ‘ZIIBAMKEE HAE
R 7~ &] (Futian Gas Turbine Power Company Limited), due to
conditions precedent of the share transfer agreement having
not been met. The details of the transaction were set out in the
announcement of the Company dated 29 April 2011.

Acquisition of Additional Interests in a Non-Wholly Owned
Subsidiary

On 17 August 2011, the Company entered into a share transfer
agreement to acquire a 9.44% equity interest in TPI from ICBC
(Asia) for a consideration of RMB264 million. The details of the
transaction were set out in the announcement of the Company
dated 17 August 2011. After the completion of the share transfer
agreement in November 2011, the Company has an equity
interest of 61.21% in the registered capital of TPI.

Supplemental Agreements in Relation to Transfer of Equity
Interests in TPAM

On 28 December 2011, TPL, TPI and the Company entered into
a supplemental agreement (“TPAM Supplemental Agreement”)
and TPA(HK) and Ageas entered into a supplemental agreement
(“Ageas Supplemental Agreement”) to amend the terms of the
share transfer agreement for CTIH to purchase a 60% equity
interest in TPAM in aggregate (“TPAM Share Transfer Agreement”)
and the terms of the share transfer agreement for TPA(HK) to
sell a 12% equity interest in TPAM (“TPAM Ageas Agreement”),
respectively. Upon the execution of the supplemental agreements
mentioned above, the TPAM Share Transfer Agreement (as
amended by the TPAM Supplemental Agreement) and the TPAM
Ageas Agreement (as amended by the Ageas Supplemental
Agreement) became unconditional. The details of the transaction
were set out in the announcement of the Company dated 28
December 2011.
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CONTINGENT LIABILITIES

The Group had received a query issued by the Inland Revenue
Department of Hong Kong in relation to the taxability of certain
investment income from its offshore investments for the years
of assessment from 1999 to 2010 with potential tax exposure
of approximately HK$53.00 million. Based on the latest
developments, the remaining tax exposure has been fully provided
for during the Year.

Save as herein disclosed and other than those incurred in the
normal course of the Group’s insurance businesses, there were
no outstanding litigation nor any other contingent liabilities as
at 31 December 2011.
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Independent Actuaries Report on Review of Embedded Value Information

ERAREEEENB L GREMEMRE
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Independent Actuaries Report on Review of
Embedded Value information

To the Board of Directors of
China Taiping Insurance Holdings Company Limited

We have reviewed the Embedded Value (“EV”) information of
Taiping Life Insurance Company Limited (“TPL”) set out on
pages 73 to 78 of the Annual Report of China Taiping Insurance
Holdings Company Limited (“the Company”) for the year ended
31 December 2011 (“the EV information”).

The directors of the Company and TPL are responsible for
the preparation and presentation of the EV information in
accordance with the “Guidelines on Embedded Value Reporting
of Life companies” issued by the China Insurance Regulatory
Commission (“the Guidelines”). This responsibility includes
designing, implementing and maintaining internal control relevant
to the maintenance of underlying data and information on the
in-force business and preparation of the EV information which is
free from material misstatement, whether due to fraud or error;
performing EV calculations; selecting and applying appropriate
methodologies; and making assumptions that are consistent with
market information and are reasonable in the circumstances.

Our responsibility, as independent actuaries, is to perform certain
review procedures set out in our letter of engagement and, based
on these procedures, conclude whether the EV methodologies
and assumptions are consistent with the Guidelines and with
available market information.

We have reviewed the methodology and assumptions used in
preparing the EV information, including the following:

° Value of in-force business as of 31 December 2011;
° Value of one-year new business issued during the year
ended 31 December 2011; and

° Movement analysis and sensitivity analysis of value of in-
force business and value of one-year new business.
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Independent Actuaries Report on Review of Embedded Value Information

ERAREEEENB L GREMEMRE

Our review procedures included, but were not limited to,
discussing with management of TPL the methodology and
assumptions, inspecting documentation relating thereto, and
considering whether the methodologies are consistent with the
Guidelines and whether the assumptions are consistent with
available market information.

The preparation of EV information requires assumptions and
projections to be made about future uncertain events, many of
which are outside the control of TPL. Therefore, actual experience
may differ from these assumptions and projections, and this will
affect the value of in-force business and the value of one-year
new business.

In forming our conclusion, we have relied on the integrity, accuracy
and completeness of audited and unaudited data and information
provided by TPL. Our work did not involve reperforming the EV
calculations, nor verifying the data and information underlying
the EV information.

Based on our review procedures, we have concluded that the
methodologies and assumptions used in preparing the EV
information are consistent with the Guidelines and with available
market information.

This report has been prepared for and only for the Board of
Directors of the Company in accordance with our letter of
engagement and for no other purpose. We do not accept or
assume responsibility for any other purpose or to any other
person whom this report is shown or in whose hands it may come
save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers Ltd.
Shuyen Liu, FSA

Hong Kong, 19 March 2012
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1.

70

BACKGROUND

The Group consists of three major business segments: the
life insurance business, property and casualty insurance
business and reinsurance business. The Group also
has other companies and operations in the areas of
investment holding, asset management, pensions and other
businesses. The life insurance segment operated by TPL, a
50.05%-owned subsidiary, has become significant part of
the Group in terms of gross premiums written, total assets
and profitability. In order to provide investors with additional
information to evaluate the profitability and valuation of TPL,
the Group decided to disclose the Embedded Value and
New Business Value of TPL. The Embedded Value consists
of the shareholders’ adjusted net worth plus the present
value of future expected cash flows to shareholders from
the in-force business, less the cost of holding regulatory
solvency capital to support the in-force business. The
New Business Value represents an actuarially determined
estimate of the economic value arising from the new life
insurance business issued during the past one year.

The Group’s two other major business segments (property
and casualty insurance and reinsurance) and its other
operations (collectively, “Other Core Operations”) continue
to develop well. To provide investors with further information
on these operations, the Group has now decided to also
disclose the Group Embedded Value. The Group Embedded
Value is defined as the Adjusted Net Worth of the Other Core
Operations plus the Embedded Value of TPL. The Adjusted
Net Worth of the Other Core Operations is determined by
Hong Kong Financial Reporting Standards, with marked-
to-market and goodwill adjustments. Please note that the
Group Embedded Value calculation does not include any
valuation for future new business.
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BASIS OF PREPARATION

The Group has appointed PricewaterhouseCoopers
(“PwC”), an international firm of consulting actuaries, to
examine whether the methodology and assumptions used
by TPL in the preparation of the Embedded Value and the
New Business Value as at 31 December 2011 are consistent
with standards generally adopted by insurance companies
in the PRC. PwC has also examined the methodologies
used by the Group in preparing the Group Embedded Value.

CAUTIONARY STATEMENT

The calculations of Embedded Value and the New Business
Value of TPL are based on certain assumptions with respect
to future experience. Thus, the actual results could differ
significantly from what is envisioned when these calculations
were made. In addition, the Group Embedded value is
also based on certain assumptions, and should not be
viewed as the only benchmark for evaluating and valuing
the businesses and operations of the Group. From an
investor’s perspective, the valuation of CTIH is measured
by the stock market price of the Company’s shares on any
particular day. In valuing CTIH’s shares, investors should
take into account not only the Embedded Value and the
New Business Value of TPL and the Group Embedded value,
but also various other considerations. In addition, TPL is
50.05%-owned by the Company. The Embedded Value and
the New Business Value of TPL as at 31 December 2011
as disclosed below should therefore not be applied 100%
in valuing CTIH. Investors are advised to pay particular
attention to this factor, as well as the other assumptions
underlying the calculations of the Embedded Value and New
Business Value of TPL and the Group Embedded value, if
they believe such calculations are important and material
to the valuation of the Company.
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GROUP EMBEDDED VALUE #RREE
At 31 December, HK$ million R+=-ZA=+—H BE#ET
2011 2010
Adjusted net worth * KRR EEFE a 10,034 13,144
Value of in-force business KFEANEEREBR
before cost of capital for TPL BEARKAR ZEE b 21,375 14,156
Cost of capital for TPL KFEANSERKAE c 3,061 2,653
Value of in-force business KEANSHREBOR
after cost of capital for TPL BEARKAE Z(EE d=b-c 18,314 11,503
Group embedded value ENHREE e=a+d 28,348 24 647
Attributable to: FEAL
Owners of the Company QB IR R = 17,074 15,731
Non-controlling interests JEER R R S 11,274 8,916
Group embedded value BNREE 28,348 24,647
* The adjusted net worth is measure based on CTIH’s audited net * A B EEFECIEA FIEREHFTEE
asset value, after making the following major adjustments: EFE RETUTEEZREMGE -
(1) TPL’s net asset value is measured based on the PRC statutory (1) X FAZEEFEUFELTER
basis; iTE
(2)  Certain asset values have been adjusted to their market 2 EHTEEEEAZEZTSEE
values;
(3)  Goodwill and intangible assets produced during 38 HEBEAHFEELENEEREFEE
consolidation have been deducted. o

China Taiping Insurance Holdings Company Limited
72 2011 Annual Report




Embedded Value
WREE
EMBEDDED VALUE OF TPL

1. EMBEDDED VALUE

At 31 December, HK$ million

RKFASZREEE
1. ROREE

Rt=ZA=+—H B&EET

2011 2010
Adjusted net worth CRE A E A a 3,260 6,008
Value of in-force business BREBMBREARKA
before cost of capital Al BE b 21,375 14,156
Cost of capital NN c 3,061 2,653
Value of in-force business after BREBMBRE AR AR
cost of capital %2 EAE d=b-c 18,314 11,503
Embedded Value AOREE e=a+d 21,574 17,511
Attributable to: FEAL:
Owners of the Company RARIREERS 10,798 8,764
Non-controlling interests JE42E % A% 3R AE 25 10,776 8,747
Embedded Value WREE 21,574 17,511

Adjusted net worth is the shareholders’ net assets of TPL
as measured on a PRC statutory basis, with fair value

adjustment to certain assets.
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EMBEDDED VALUE OF TPL (continued) AKFEASEZRREE (&)
2. NEW BUSINESS VALUE 2. HEBKEE
HKS$ million B EE T

For the Past For the Past
12 Months 12 Months

as of as of

31 December 31 December
2011 2010
R-ZB——% R-T—ZF
+=A += A
=+—H =+—H

BETZMEA BET @A

New business value before cost of KB E R

capital AR 2 BE a 2,833 2,540
Cost of capital - DN b 589 713
New business value after FEBMBRER

cost of capital A% 2 EE c=a-b 2,244 1,827

3. MOVEMENT ANALYSIS OF EMBEDDED VALUE 3. AEREBEEZHREDHN
The following analysis shows the movement of the NTotfTkRME-_ZE——F—HA—A0Z
Embedded Value from 1 January 2011 to 31 December —E——F+ - A=+—HEHERARE
2011. BzEhE# o
Notes HK$ million
B 5T BEBT
Embedded Value as at RNR-—_Z——%F—H—H

1 January 2011 < NREE 17,511
New business value MEBER a 2,244
Expected return on Embedded Value R {8 {8 78 £ [0l 3 b 1,548
Assumption and modeling changes R & [ 18 A & {1, c 1,400
Investment return variance KERHER d (4,024)
Dividend variance DHAER e 1,585
Other experience variance Hih g =8 f 442
Exchange gain b 5 U 2= g 868
Embedded Value as at R—E——F+=-_A=+—H

31 December 2011 Z NAEE 21,574
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EMBEDDED VALUE OF TPL (Continuea)

3. MOVEMENT ANALYSIS OF EMBEDDED VALUE

(Continued)

Notes:

(a) New business contribution from sales of new business in 2011.

(b) Return on value of in-force business plus expected interest on
aadjusted net assets.

(c) Changes from model improvements and assumption changes
having an impact on the future distributable earnings of the in-
force business.

(d) Differences between the actual investment returns and expected
investment returns in 2011.

(e) Differences between the actual and expected policyholder dividend
in 2011 and the increase of accumulated loss in participating fund
in 2011, which is assumed to be recovered from future profit.

(f) Differences between the actual experience and expected
experience for mortality, morbidity, lapses, expenses, income tax
and business taxes.

(g9)  Exchange gains arising from the appreciation of the RMB.

KEY ASSUMPTIONS

TPL has adopted the best estimate approach in setting the
assumptions used in the calculation of its embedded value
and new business value. The assumptions have been based
on the actual experience of TPL and certain benchmarks
set by referencing general PRC economic conditions and
the experience of other life insurance companies.

4.1 Risk discount rate

The risk discount rate represents the long-term,
post-tax cost of capital of the investor for whom the
valuation is made, together with an allowance for risk,
taking into account factors such as the political and
economic environment in the PRC.
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EMBEDDED VALUE OF TPL (Continued)

4.

76

KEY ASSUMPTIONS (Continued)

4.1

4.2

4.3

Risk discount rate (Continued)

As calculated, the discount rate is equal to the risk-
free rate plus a risk premium. The risk free rate is
based on the PRC ten-year government bond and the
risk premium reflects the risk associated with future
cash flows, including all of the risks which have not
been considered in the valuation.

The risk discount rate currently applied by TPL is
11.5% for all in force and new business.

Investment return

Future investment returns have been calculated
as the weighted average of the investment returns
on existing assets and new assets assuming an
investment return of 4.29% (2010: 4.2%) on new
assets from fixed income securities. The investment
returns on existing assets have been determined by the
projected investment income in future years divided by
the projected value of the assets. The calculation of
projected investment income and the value of assets
are based on yield to maturity, term to maturity and
the book value of the assets.

The investment returns have been assumed to be
4.1% in 2012 (2010: assumed to be 4.05% in 2011),
increasing to 4.5% in 2020 and thereafter (2010: 4.5%
in 2020 and thereafter).

Expenses

Expenses have been projected based on benchmark
assumptions.
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EMBEDDED VALUE OF TPL (Continuea)

4. KEY ASSUMPTIONS (Continued)

4.4

4.5

4.6

4.7

4.8

Tax

The tax rate is assumed to be 25% according to the
tax regulations of the PRC.

Mortality

The experience mortality rates have been based on
70% of the China Life Insurance Mortality Table (2000-
2003) for non-annuitants, with a three-year selection
period. For annuity products, 80% and 70%, for male
and female respectively, of the China Life Insurance
Mortality Table (2000-2003) for annuitants have been
used.

Morbidity

The experience morbidity assumptions have been
based on the Group’s own pricing tables. The loss
ratios for short term accident and health insurance
business have been assumed to be in the range of
37% to 50% (2010: 40% to 57%).

Lapses

The lapse assumptions have been based on TPL’s
actuarial pricing assumptions and adjusted to reflect
the results of its recent experience studies.

Required capital

The required capital has been based on 100% of the
minimum solvency margin (2010: 120%).
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EMBEDDED VALUE OF TPL (Continued)

5.

I£:

SENSITIVITY TESTING

Sensitivity testing in respect of the following key assumptions

are summarized below:

At 31 December 2011, HK$ million

RKFPASZRREE#£)

5. HERMAH

BRI E B R SUB IR B

T

R-E——Ff=—fF=+—H BEET

Value of New
in-force business
business value
after cost after cost
of capital of capital
BREBANMER HEBRINR
Assumptions ERRE A% NP
RE& 2 EE 2 {EE
Base scenario HEEEE 18,314 2,244
Risk discount rate of 12.5% [2Fe BE 3R K B212.5% 17,310 2,014
Risk discount rate of 10.5% [2 B BH IR K 210.5% 19,451 2,506
Investment return increased KREBRETFIRE258F
by 25bp every year 19,098 2,397
Investment return decreased KERWwEF T K255 T
by 25bp every year 17,518 2,091
10% increase in maintenance HFERRES10%
expenses 18,140 2,214
10% decrease in maintenance BRERTK10%
expenses 18,478 2,273
10% increase in lapse rates BRRERS10% 18,436 2,226
10% decrease in lapse rates RERETEKI0% 18,163 2,256
10% increase in mortality and HTERBERER
morbidity rates and claims ratio B IR S10% 18,197 2,219
10% decrease in mortality and HTERBRER
morbidity rates and claims ratio B ETEKI10% 18,421 2,268
Policyholder dividend increased REFBEARKRES
from 70% to 80% 70%%E = £80% 16,341 1,913
Lapse rates for Universal Life BRESRNETHE
increased to 50% at the end of REFEZREE
the 10th policy year E®E50% 18,260 2,244
Required capital at 150% of B AR ERKIZ150%H
solvency margin EfTeEN 16,250 1,864
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Biographical Details of Directors, Company Secretary and Chief Financial Officer

ES RRAMERNBRECRE

EXECUTIVE DIRECTORS

Mr. Lin Fan

Chairman and Chairman of the Remuneration Committee
Aged 52

Joined the Board in 2004

HITES

MR 4
EERRTENEZEESEE
525%
R-CFEMFEPAEFES

Current Positions TPL
Held Within CTIH Group A AZE
R BRI REE

Director, 2007-Present
B% (200125

B E T 69 IR (T B 75 TPI Director, 2070-Present
A B B E= (201025
CTPI (HK) Director, 2001-Present
PEAFEE B%E (200124
TPAM Director, 2007-Present
AFEE BE (20072 %
TPP Director, 2005-Present
KFEZ EE (200625
Current Key Positions TPG Chairman, 2008-Present
Held in TPG FEAEEE BE K (2008 %
NSRS Managing Director, 2000-Present
FTEENREEERG BEBES (20002 5
TPG (HK) Chairman, 2008-Present

TEAFEE (FE)

BEER (2008 %
Managing Director, 2000-Present
BHBEE (20002 %)

Past Offices PICC ' Shenzhen Branch
BT FEARRE RIS A E

PICC ' Guangzhou Branch

General Manager
BRIR

Deputy General Manager

FEARRBEMND AT Bl 4a I8
Education, Qualification & Zhongnan University of Master Degree in Management
Experience Economics and Law BERSELT

BFE EXEBRLER R R BUE R

University of South Australia

FR AR G2 K2

Master of Business Administration
TEHEREELT

Insurance Specialist, more than 30 years of
experience in the insurance industry

RIBER  HHIOFIN L REELR

Note:

! People’s Insurance Company of China

A K AR IZERE B BR A A
2011 3 A




Biographical Details of Directors, Company Secretary and Chief Financial Officer

ES RRAMERNBRECRE

Mr. Song Shuguang

Vice Chairman
Aged 517

Joined the Board in 2004

REX L

BIEELR

515%
R-FEPFENAEED

Current Positions Held TPL Director, 2007-Present
Within CTIH Group KFEASE g% (200125
RAABEKFERSE
FTEER IR ERTE TPI Director, 2001-Present
A B B EE (200125
CTPI (HK) Director, 2010-Present
FEIAFEE E% (20102%5
TPAM Director, 2007-Present
AFEE B% (c0072%5
TPP Director, 2005-Present
AKFEZ E% (20062 %
Current Key Positions TPG President, 2008-Present
Held in TPG REAFEE MBI (2008F 5
NSRS Managing Director, 2002-Present
FrEERREE 2BB BKEE (2002 <
TPG (HK) President, 2008-Present
HEAFEE (FB) MBI (2008F 5
Managing Director, 2002-Present
BIBESE (2002 %
Past Offices CIRC Chief Head of Finance & Accounting
EB % PEARES Department
MBgsaEE
PICC ' Division Chief and Departmental Deputy
FEARRE General Manager

The State Planning

Commission of the PRC

TEEXRFGEEES

e & Ko B8P & A AR 32

Deputy Director of the General Affairs
Department and Policy & Legal and Policy
Research

—REB R EAERBRARFIHFZE
k&

Education, Qualification & Postgraduate School

Experience
B BXERMER

Jilin University, China

PEEMARE

of Jilin University, China
PEEMARERRELER

Master Degree in Economics
BOBmE 2

Bachelor Degree in Economics
RBmB L2

Note:

1

People’s Insurance Company of China
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E5 NAMEREBREZER

Mr. Xie Yiqun
Aged 5171
Joined the Board in 2004

it it e
51/%?
N EEPNFJAEFD

Current Positions Held
Within CTIH Group

KA B 1E AR & B
FrEEmRERK

TPL
RF AT
TPI
AP 5 B2
TPAM
RFEE

TPA (HK)
AFEE (HE)

Director, 2007-Present
BE (200125

Director, 2004-Present
BE (20042 %

Chairman, 2007 -Present
BE K (2007 %
Director, 2007 — Present
BFE (20072 %

Chairman, 2008-Present

BE R (2008 %

Chief Executive Officer, 2004-Present
& (20042 5

Director, 2004 — Present

BE (20042 %

TPP Director, 2005-Present
RFEEE B=% (20064
Current Key Positions TPG Vice President, 2004-Present
Held in TPG PEAFEHE Bl IR (2004 5
NSl N RS Managing Director, 2004-Present
FEENREETZBHS BEBESE (200425
TPG (HK) Vice President, 2008-Present

TEAFEE(FE)

Bl 1812 (2008% <)
Managing Director, 2007-Present
BBESE (2007 %

Past Key Positions TPL Chairman
Held in TPG KFEAE EER
RAPBEKXFE : . i
ARENIERERE Chom r g garpen
FEIRFRE (KB)BRALRF  General Manager
AR IE
China Taiping Insurance Chairman
(Singapore) Pte Ltd. BEER
FEIARFERE ($N3%) BRRAE  General Manager
RS
CIC Holdings (Europe) Limited Chairman
FERE (BN ZRERAR ZE=E
Past Offices PICC Zhejiang Branch General Manager of the Foreign Business
E BT FEARREBIIED QA Department
B R B 4R A I8
PICC Wenzhou Branch Deputy General Manager
PEARREBRMND AT Bl

Education, Qualification
& Experience
B EEEREKER

Middlesex University Business
School in the United Kingdom

RERKEERITAE

Nankai University, Tianjin, China

hEREREHAE

Master of Arts in Chinese Management
TREEESNEETEN

Insurance, Finance Department

SHERMEE

Over 30 years of experience in the insurance
and finance industries

HEBBEFRERR LSRN THELER

FREIAFRBRIZRARA A
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E5 NAMEREBREZER

Mr. Peng Wei TIREE
Aged 46 465%
Joined the Board in 2010 R-—FE—FENAEFD
Current Positions Held TPL Chairman 207 1-Present
Within CTIH Group KFEAE BER (201125
AR EE Director, 201 1-Present
T (£ 80 IR A B 75 BFE (201125
TPAM Director, 2009-Present
REEE BE (20092 %
TPP Director, 2009-Present
AFEEZE B% (20092 %
Current Key Positions TPG Vice President, 2008-Present
Held in TPG FEARFEE Bl IR (20082 %
AR BK & Managing Director, 2007-Present
FriE(E R IRE = EBE BIKEE (200725
TPG (HK) Vice President, 2008-Present
FEAFEE (F8) Bl BB (20082 %

Managing Director, 2005-Present
BHRE=E (20055

Past Key Positions CTPI (HK) Vice-Chairman
Held Within CTIH Group HEAKF&#B BlEER
R K T EE Chief Executive Officer
FTigEm=Z 2 ER% T
TPI Chairman
A B ey BEER
Other Current Offices Chinese Insurance Association Director
E IR R of Hong Kong =
AERERRBEAE
Past Offices Chinese Insurance Association Chairman
BT B % of Hong Kong B
EEEBHRBRAE
Sinosafe General Insurance Executive Vice President
Company Limited Bl AR
in Shenzhen Director

RYWEZHERBROERRIE E=F

Overseas Chinese Town Holding General Manager of the Economics

Company in Shenzhen Development Department
RYNIEFHEE QA RBERERE
General Manager of the Strategy Management
Department
REIAPAEAEIE
Education, Qualification & Peking University, China Master of Science Degree
Experience FEERAE BT B

B BEERRER
Senior Economist, over 18 years of experience
in insurance and strategic management
%%&é&;%ﬁﬁﬂi R KRS E IR E A E184F
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E5 NAMEREBREZER

Mr. Ng Yu Lam Kenneth REAKREE
Chief Executive Officer and Member of the Remuneration HBERFNEE S S
Committee
Aged 63 6357
Joined the Board in 2000 R_FEEZTFNAEFE
Current Positions Held TPL Director, 2005-Present
Within CTIH Group KEASE BE (200562 %
A B KR & E
BT & (E B IR B S TPI Director, 2001-Present
A B e EE (200124
TPRe Director, 1986-Present
ATEBRE EE (19862 %
Mr. Shen Koping Michael YMEIR S
Deputy Chief Executive Officer BliEE
Aged 43 435%
Joined the Board in 2002 ROIEFEE-ZFPMAEFEFES
Current Positions Held TPL Member of the Board of Supervisors,
Within CTIH Group KFEAE 2006-Present
RPBEKFIERER EEgNE (200625
FIT¥& (£ 80 IR B 7%
TPAM Deputy General Manager, 2010-Present
REEE Bl IE (201025

Chief Financial Officer, 20710-Present
W IERBES (20102 5

Past Offices Goldman Sachs (Asia) L.L.C. Executive Director, Financial Institutions Group,
E8 % =& (EMN) BREEAT Investment Banking Division
RERTHBEMEEEBANITES
Education, Qualification & Harvard Law School Juris Doctorate with honors
Experience e ERER EBEEF T BN
B HEEERERER Executive Editor, Harvard Law Review

BEERTRBITRE

Georgetown University Bachelor of Science in Foreign Service with
ZEENSEH AL highest honors

IREBEEL 2 HRBREBEN

FREIAFRBRIZRARA A
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E5 NAMEREBREZER

Mr. Lau Siu Mun Sammy

Aged 53
Joined the Board in 2000

2Dk
b535%
R-EETFPAEES

Current Positions Held
Within CTIH Group

A B KR EE
BT & (E R IR B 7S

TPRe

A BRRE
TPRB

A BAREM

General Manager, 2004-Present
BISIR (20042 %

Director, 1995-Present

EE (19952 %

Director, 1996-Present
% (1996 %

Other Current Offices
H 3R (E B

The Insurance Institute of China

HERBEE

Chinese Insurance Association
of Hong Kong
EBEBRBEAE

Standing Member of 8th plenary session
ENERESER

Secretary
M

Education, Qualification &
Experience
B HEERRER

Chinese University of Hong
Kong
BEBRUKRE

The Chartered Insurance
Institute of the United
Kingdom

HESHREES

Bachelor of Business Administration Degree
ITHERSLT 24

Fellow

SRNTT A =
EREBE
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ES RRAMERNBRECRE

NON-EXECUTIVE DIRECTOR

Mr. Li Tao

Member of the Audit Committee
Aged 39

Joined the Board in 2009

FHAITES

FEEE
FRZREME

395%
R-FFENFMAEFE

Current Positions Held TPL Director, 201 7-Present
Within CTIH Group KFEAE BF (201125
R BEKNFIZEREE
FrET R IR TR TPI Director, 2009-Present
AR Bt B BE (20092 %
TPAM Director, 201 1-Present
REEE BF (201125
TPA (HK) Director, 2010-Present
REEE (BHB) B% (201025
Current Key Positions TPG Director, 2009-Present
Held in TPG FEAFEEE BE (20092 %
RHPBEKFEE Chief Financial Officer, 2008-Present
BT E(E /IR AE = 2B 75 Bf 75 48 B2 (20082 <
Company Secretary, 20711-Present
EEgmE (2011225
TPG (HK) Director, 2009-Present

PEAFEE (FE)

BFE (20092 %
Chief Financial Officer, 2008-Present
Bf 75 18 B2 (20082 <

Past Offices American International Manager in the Internal Audit Department
B % Assurance Company Limited, &4 3[ 2 P9 4% 32
Shanghai Branch Manager in Accounts Department
EXBEKRHF LB AT St EREPFTAR
CIRC Life Insurance Division
HERES A F R & E &R
Coopers & Lybrand in London  Business Assurance Division
KEEMEBB — RA TR bz 2k 75 2 51 B
Education, Qualification & Fudan University, China EMBA

Experience FEEBREKE
BE BEERLKER

The Association of Chartered
Certified Accountants of the
United Kingdom

HKESBHESHMAE

Wuhan University, China

o B A

SREBABEIRERE LTSN

Fellow

é JLAD
R

Bachelor of Arts Degree
NEET 8

FREIAFRBRIZRARA A
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E5 NAWNEREBREZER

INDEPENDENT NON-EXECUTIVE DIRECTORS
Dr. Wu Jiesi

Chairman of the Audit Committee and Member of the

Remuneration Committee

Aged 60

Joined the Board in 2000

BYFATES

HEZBL
BREARLRERFMNER B A
603

R-_FZZEFPAEES

Other Cur[ent Offices
HAth 3R (E B 7S

China Life Franklin Asset
Management Co., Limited

FREASENRMEEZERE
BRATA

Silver Base Group Holdings Limited

SRESEEZRER A

Shenzhen Investment Limited

FINZERBRD A

China Water Affairs Group Limited

HPEIKBEEERA A

Beijing Enterprises Holdings
Limited

EtRERERAA

Zhonghui Mining Industry
Africa Limited

HEEEIFEMNERAA

China Aoyuan Property Group
Limited

Director

Non-executive Director

FRITES

Non-executive Director

FHITEE

Non-executive Director

FHITES

Independent Non-executive Director

BYFATES

Chairman
EEER

Vice Chairman

EXgRER

TEREMREEEROGARAH Non-executive Director
FRTEF
Past Offices China Merchants Bank Co., Ltd Independent Non-executive Director
BERS BERITROBERAA B IFNTEE
Yingli Green Energy Holding Independent Non-executive Director
Company Limited (listed on the B FHiTEE

New York Stock Exchange)
K BEERERAR

(EERNAESXZMLE™)
Hopson Development Holdings

Limited
BEAREEBRAA

Guangdong Tannery Limited
BEHERRAA

Guangdong Investment Limited
BEBREBRAT

GDH Limited

BRZERERD A

Guangdong Yue Gang Investment

Holdings Company Limited
BEREE /%ixﬁ}‘*ﬂxﬁﬁﬂ/‘

Guangdong Province, China

TEERE

Shenzhen Municipal Government,
China N

o LR Y T B

ICBC Shenzhen Branch

FEIFRTRIND T

Managing Director
EFREKE
Chief Executive Officer

THAEEL

Honorary President
ZEESZR
Honorary President
ZEEFESER
Chairman

BEER

Chairman
E

Assistant to the Governor
ERBE

Deputy Mayor

2l &

President
Tk

Education, Qualification

& Experience

EXERIER

Nankai University in the PRC
TEIEAAR

Professor of theoretical economics
B B2

Doctorate Degree in Economics
PRy R Rl =—Y (V)

Extensive experience in finance and management

BEREEENRMNERLR
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Mr. Che Shujian

Members of the Audit Committee, Remuneration Committee

Aged 69
Joined the Board in 2004

BHESILE
ENZEECRFNZESEHKE
695%

R-_FEFMENAEES

Other Current Offices
H IR E B

China State Construction

Engrg. Corp. Ltd.
(a company listed in Shanghai

Stock Exchange)

FEIZERMERDA

(—XRLEBBEZRS
=R U NCT D)

Trony Solar Holdings Company
Limited

Bl KIGEEIERBRA A

The Architectural Society

Independent Director

BUYER

Independent Non-executive Director

BYFHTES

Council Chairman

of China BER
TEHEEES
Past Offices China Travel International Investment Chairman
ERERE s Hong Kong Limited EER
BEBPREBRREER A
China Travel Service (Holdings) Hong Chairman
Kong Limited, the holding company EZ% &
of China Travel International
Investment Hong Kong Limited
BEBPR (KE)BRAA
(BEBHREKRIRERRAA
ZERDF)
China Overseas Holdings Limited, the Director
holding company of China Overseas & &

Land & Investment Ltd.
FEIGHNEBERAD A
(FEEIHIEREBRAT
ZERATR)

China Overseas Land & Investment
Ltd
FEIGNEREBERD A

The State Council of China
Bl B 7% B

The Ministry of Construction and
Development of the State Council
of China

e e

The Northeast Academy of the
China Civil Engineering Institute
HEHHRIRRILRTR

Independent Non-executive Director

BYFHTES

Investigator
BEFKE

Director of the Administrative Affairs Office
WMRABEME

Director

FE

Deputy Director

glkt &

Dean of the Designing Laboratory
R ER K

Education, Qualification
& Experience

BF BXERRER

School of Economics of Jilin University
in China
HEEMREEEER

Graduate

RS

Qualified senior engineer of economic management
=& (EEER) TI26

Extensive experience in economic development and
corporate management
BERYENRBEERNEXEREER
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Mr. Lee Kong Wai Conway

Members of the Audit Committee and Remuneration Committee

Aged 67
Joined the Board in 2009

ZRELE
FERZEERFWNZESHKE
57m%
RZFFNFPAEES

Other Current Offices

Stock Exchange)

TERERFROAERDE
(—EREBXBARLE
REXZHFLETHRF)

Tibet 5100 Water Resources Holdings

Ltd.

BEES100KERZERAR D E

Gome Electrical Appliances Holdings

Limited

BXEREZEREBRLQA
China Modern Dairy Holdings Limited

Citic Securities Company Limited
H R EBH (a company listed in Hong Kong
Stock Exchange and Shanghai

Independent Non-executive Director

BYFHTES

Independent Non-executive Director
BUFMITES

Independent Non-executive Director
BUNITES

Independent Non-executive Director

FERRAKEZERERDA BIFMITES
West China Cement Limited Independent Non-executive Director
HEIFE B KEERA A BIUEMITES
Chaowei Power Holdings Limited Independent Non-executive Director
BERBIERERQE BYENITESE

Other Current Office Chinese People’s Political Member

H i REBH Consultative Conference of Hunan % 2

Province in China

TEARBAHEEZNEE

Past Offices Sino Vanadium Inc.

B ER S

One of the big four accounting firms

Hp—frmXE BB

Independent Non-executive Director

BIYEHTES

Partner

BB A

Education, Qualification

BF EXERRER

RERTEAE

The Institute of Chartered Accountants
in England and Wales

BHEMnE

— S B N B AR

The Institute of Chartered Accountants

in Australia

BANEARSTALE

The Association of Chartered Certified

Accountants
REBTETMAE

The Hong Kong Institute of Certified
Public Accountants

BEEMAE

The Macau Society of Registered

Accountants

BREMEAAE

Curtin University of Technology of
& Experience Western Australia
BAFEREET KE

Kingston University in London

Postgraduate Diploma in Business
TERER

Bachelor of Arts Degree
NELE

Member
@ 5

=5 =

Member

Member

&S
RS
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COMPANY SECRETARY AND CHIEF FINANCIAL A RIWER MK HEE
OFFICER

Mr. Chan Man Ko PR & L%
Company Secretary and Chief Financial Officer NEIMWE R B
Aged 37 375%
Past Offices Deloitte Touche Tohmatsu Audit Manager in the Financial Institutions
BT BE) e BAEMR A ST Group
TR BEERRE
Education, Qualification & The Hong Kong Polytechnic Bachelor of Arts Degree in Accountancy
Experience University BIENEELEL

BFE EXEBRER EBEIKRE

Hong Kong Institute of Certified Member and practicing member
Public Accountants EENNEGTA
BERETMAE

The Institute of Chartered Member
Accountants in England and € &
Wales

BHASHMHE
—REE R B

B K IR A BR A A
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Report of the Directors
EEERES

The directors respectfully submit their annual report together
with the audited financial statements for the year ended 31
December 2011.

PRINCIPAL ACTIVITIES

The principal activity of Company is investment holding. The
principal activities of the Company’s subsidiaries are the
underwriting of direct life insurance business in the PRC, direct
property and casualty insurance business in the PRC and in Hong
Kong and all classes of global reinsurance business. Apart from
these core businesses, the Group also carries on operations in
pensions, assets management and insurance intermediaries.
The principal activities and other particulars of the subsidiaries
are set out in note 17 of the consolidated financial statements.

The analyses of the principal activities of the operations of the
Company and its subsidiaries during the financial year are set
out in note 3 of the consolidated financial statements.

The directors believe that an analysis of the profit contributions
from each geographical area is not required for a proper appraisal
of its businesses.

MAJOR INSURANCE CUSTOMERS

The information in respect of the Group’s gross premiums written
and policy fees attributable to major insurance customers during
the financial year is as follows:

EEgoANERBE T ——F T -A=1+—
BIEFENFREEEZVEREZ2E -

ARG EBEBERETER - KRR ZH B
RAIMEEREPRENEREASRREER -+
ERESNEEVERBRESKSE2KBR
BREB R T HEROEBRIN AEEBRSE
BEERR BEEERRBRTPNER -WBA
AIMEEEB R EMERSNERE M BHREN
FF17 °

ARRIREMBARRAMBFENEEERH
DITER B BRI EES o

EFMEREN TSR G F B RN A H
EBIERET G-

FERBEF

I 2RBEPRAMBERIEA KB EAR
REMREBRANEREZI AT :

Percentage of the
Group’s total gross
premiums written
and policy fees

HAREEEER

RERREBRA

BENBEDL

The largest insurance customer EARBREF 1.2%
Five largest insurance customers ARRBEF A&

in aggregate 2.7%
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Report of the Directors
EEEHREE

MAJOR INSURANCE CUSTOMERS (Continued)

In the five largest insurance customers in aggregate, no gross
premiums written and policy fees were connected parties of
which the shareholder of the Company (which to the knowledge
of the directors own more than 5.0% of the Company’s share
capital) had an interest.

At no time during the Year have the directors, their associates
or any shareholder of the Company (which to the knowledge
of the directors own more than 5.0% of the Company’s share
capital) had any interest in these major insurance customers.

CONSOLIDATED FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 December 2011
and the state of the Company’s and the Group’s affairs at that
date are set out in the consolidated financial statements on
pages 125 to 301.

No interim dividend was declared during the Year (2010: Nil).
The directors do not recommend the payment of a final dividend
in respect of the year ended 31 December 2011 (2010: Nil).

FIXED ASSETS

Details of the movements in fixed assets are set out in note 15
of the consolidated financial statements.

SHARE CAPITAL

During the Year, shares were issued upon the exercise of options
under the Company’s share option scheme. Details of the
movements in share capital of the Company during the Year are
set out in note 37 of the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the Year, neither the Company nor any of its subsidiaries
have purchased, sold or redeemed any of the Company’s listed
securities.

RESERVES

Details of the movements in reserves of the Company and the
Group during the Year are set out in note 38 of the consolidated
financial statements.

EE g 1% ﬁ % ‘\//ﬁg /j

ERARFREREPHARALELEARBEEA
TR ERRRERREBRA - KA A
BANLRARBBR (BEFMAFALRF
PRZ5.0% A &) R A o

ARABNESR EBBATHEMBIR (BEF
FTanFE A AR R BIRAS.0% A E) R BERER
ERREEA LT ERRETPOEAEE-

ma B mRE

AEEEE T ——F+_A=+—HILFE
B3 A AR 5] R AN E B RZ B BB IS Ak R
RE125E301BEMERAE T EHRERA -

AEEALESKPHARE (ZF—FF:
) EFERTEBRERE_T——F 1A
=t—BHUEFERABRE(ZZE—TF ) -

EEEE

Bl EEENBEHFBERNES P BRRME
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REARRBRBEAR B RBAETBITTEZ

RRIERITRG - BEAD AREAREED)
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CHEREEAA T L RS

il

fBE

Ik
¢

ARRBSHEMENE QRN FERABEREA K
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Report of the Directors
EEEHREE

DISTRIBUTABLE RESERVES Bl e

As at 31 December 2011, the Company’s reserve available WK _-_ZT——F+_-A=+—8 AQaa#
for distribution amounted to HK$223.31 million (2010: Nil). In D EMHEHEAE L A22331EBT(ZE— =
addition, the Company’s share premium account of HK$9,053.22 & :4) o fh4h KRB HR -_ZE——F+ - f
million as at 31 December 2011 (2010: HK$9,046.78 million) =+—HAAE0.5322(F8 L ( T —TF:

may be distributed in the form of fully paid bonus shares. 90.4678{88 7T ) BURR AN )4 (8 AR ] LABUZ AL IR A
FEAEH D BL -

DONATIONS B

During the Year, the Group made charitable donations of HK$0.44 HAFE R REBEH44EB T (ZT—F

million (2010: HK5.03 million). F:503BAB L) MESEN

DIRECTORS EEE

The directors during the Year and up to the date of this annual RAAFEREEAFRZ ANESNT
report were:

Executive directors HITES
Lin Fan PRIR,
Song Shuguang REE S
Xie Yiqun o — B
Peng Wei e

Ng Yu Lam Kenneth RETFR
Shen Koping Michael YIRS
Lau Siu Mun Sammy 232
Non-executive directors EHITES
Li Tao e

Wu Jiesi* ﬁ?%ﬁuﬂx*
Che Shujian* BEH
Lee Kong Wai Conway* A

* Independent AV
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DIRECTORS (Continued)

In accordance with Article 97 of the Company’s articles of
association, Messrs. Xie Yigun, Shen Koping Michael, Che Shujian
and Lee Kong Wai Conway, shall retire and, being eligible, offer
themselves for re-election at the forthcoming Annual General
Meeting.

The proposed appointments will not have any specific term,
but will be subject to retirement by rotation and re-election at
the Company’s Annual General Meeting in accordance with the
Company’s articles of association.

Subject to the approval of the shareholders at the Company’s
Annual General Meeting, the emoluments of the directors will
be determined by the Remuneration Committee and the Board
of Directors of the Company.

CONFIRMATION OF INDEPENDENCE

The Company has received annual confirmation from each of
the independent non-executive directors in regards to their
independence from the Company and considers that each of
the independent non-executive directors is independent from
the Company.

CHANGES TO INFORMATION IN RESPECT OF
DIRECTORS

In accordance with Rule 13.51B(1) of the Listing Rules, the
changes to information required to be disclosed by Directors
pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) between
26 August 2011 (being the date of approval of the Company’s
Interim Report 2011 and 19 March 2012 (being the date of
approval of the Company’s 2011 Annual Report) as set out
below:

Position held with the Company and other members of the
Group and relationships with the controlling shareholders
of the Company

Mr. Lin Fan ceased to be the chairman of CTPI (HK) and Mr.
Peng Wei ceased to be the deputy chairman and director of
CTPI (HK) with effect from 15 September 2011.
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Report of the Directors
EEEHREE

CHANGES TO INFORMATION IN RESPECT OF
DIRECTORS (Continued)

Position held with the Company and other members of the
Group and relationships with the controlling shareholders
of the Company (Continued)

Mr. Li Tao was appointed as a director of TPAM with effect from
27 October 2011.

Mr. Song Shuguang ceased to be the chairman of TPL and Mr.
Peng Wei was appointed as the chairman of TPL with effect
from 14 November 2011

Mr. Peng Wei ceased to be the chairman and director of TP
with effect from 15 November 2011.

Mr. Li Tao ceased to be the Chairman of the Board of Supervisors
of TPP with effect from 8 December 2011.

Mr. Li Tao was appointed as a Company Secretary of TPG with
effect from 29 December 2011.

Experience including other directorships in listed companies
and major appointments

Dr. Wu Jiesi ceased to be a independent non-executive director
of China Merchants Bank Co., Ltd. with effect from 18 July 2011.

Mr. Lee Kong Wai Conway was appointed as an independent
non-executive director of Citic Securities Company Limited,
a company listed in the Hong Kong Stock Exchange and the
Shanghai Stock Exchange, since 14 November 2011 and ceased
to be an independent non-executive director of Sino Vanadium
Inc. upon its delisting on Toronto Stock Exchange Venture
Exchange from 12 December 2011.
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Report of the Directors
EEEHREE

CHANGES TO INFORMATION IN RESPECT OF
DIRECTORS (Continued)

Changes in Director’s emoluments

ESERNEH (&)

EEMEt

Revised salary

Name of directors per annum Effective date
EEE8E ABRECZBEHS £ B
Ng Yu Lam Kenneth HKD1,999,140 01/07/2011
R B
Lau Siu Mun Sammy HKD1,456,000 01/07/2011
2
Shen Koping Michael HKD1,508,000 01/01/2012
LA

Other than those disclosed above, there is no other information
required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules.

DIRECTORS’ SERVICE CONTRACTS

Messrs. Ng Yu Lam Kenneth and Lau Siu Mun Sammy have
entered into service contracts with the Company on 29 May
2000 for an initial period of three years commencing from 1
April 2000. Mr. Shen Koping Michael has entered into a service
contract with the Company on 23 July 2002 for an initial period
of two years commencing from 15 July 2002, the service contract
has been renewed on 19 December 2011 for an initial period
of two years commencing from 1 January 2012. The respective
contracts shall continue after their respective initial periods
unless and until terminated by either party to such contracts by
giving three months’ written notice to the other party.

No director proposed for re-election at the forthcoming Annual
General Meeting has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than normal
statutory obligations.
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EEEWSES

DIRECTORS’ AND CHIEF EXECUTIVE'S INTEREST EENESTHAENR®G - HERGO R
AND SHORT POSITIONS IN SHARES, UNDERLYING EEZENERZRAE
SHARES AND DEBENTURES

As at 31 December 2011, the interests or short positions of the W-ZE——F+-F=+—H LKELFNHE
directors and chief executive in the shares, underlying shares 1§15 3521648 T 17 & B L MEVRCERFAE - slik
and debentures of the Company and its associated corporations _FH AR EREITE S HIIZESTR| B
(within the meaning of Part XV of the SFO) as recorded in the BE&EMEARNG MBI EZEREETHRA
register required to be kept under section 352 of the SFO or EBEANR A MEBESEE (RIEFESMFEK
as otherwise notified to the Company and the Stock Exchange il EXVERRIRE S ) BIAL 17  ABRBE AR (0 sk (B &
pursuant to the Model Code for Securities Transactions by FEARER AR T

Directors of Listed Companies were as follows:

Long Positions in shares and underlying shares of the Company: ARG RABBRHD N FEIER :

Shares

Underlying
B shares pursuant Percentage
Beneficial Interest to share options Awarded Total of issued
Owner of Spouse REZREN shares interests share capital
Name of directors EEZHE EREEA BENER R R 5 "R MR HEBITRNG
(Note 1) (Note 2) %
(#1) (#t2)
Lin Fan PRI 770,000 - 3,200,000 - 3,970,000 0.23
Song Shuguang REEH 10,000 - 800,000 - 810,000 0.05
Xie Yiqun St— Bt - - 500,000 - 500,000 0.03
Peng Wei 23 70,000 - 400,000 - 470,000 0.03
Ng Yu Lam, Kenneth = 81 %x 3,148,000 693,000 500,000 30,400 4,371,400 0.26
Shen Koping, Michael it 7] ¥ 4,301,000 - 1,925,000 - 6,226,000 0.37
Lau Siu Mun, Sammy 24X 1,694,200 - 300,000 21,000 2,015,200 0.12
Li Tao FE 130,000 - - - 130,000 0.01
Notes: 2
(1) These figures represent interests of options granted to the directors (1) Lfbﬁﬁ?ﬁfi’\zﬁ RNE] ZFEE=F—A=+=HEH
under the Share Option Scheme of the Company adopted on 23 January RIREFEIR T EFRRREA B LA
2003 to acquire shares of the Company, further details of which are set D& FIREAR [RREFE XA -

out in the section “Share Option Scheme”.

(2)  These figures represent interests of awarded shares granted to the  (2) WHRERANG —EZE+ENA+HERZIE

directors under the Employees’ Share Award Scheme of the Company ERGERGERTEENEZRRG FiEER
adopted on 10 September 2007, details of which are set out in the [BR 17 2@t 1] XX 1A -

section “Share Award Scheme”.
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EEERES

DIRECTORS’ AND CHIEF EXECUTIVE’S INTEREST
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

Save as disclosed above:

(A) none of the directors of the Company had any interest or
short position in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO); and

(B) during the Year, no directors of the Company nor any of
their spouses or children under the age of 18 years held
any rights to subscribe for equity or debt securities of the
Company nor had there been any exercise of any such
rights by any of them.

SHARE OPTION SCHEME

The Company adopted the Old Scheme on 24 May 2000
whereby the directors of the Company were authorized, at their
discretion, to invite employees of the Group, including directors
of any company in the Group, to take up options to subscribe
for shares of the Company. The exercise price of options was
determined by the board of directors and would not be less
than the nominal value of the shares or 80.0% of the average
of the closing prices of the shares on the Stock Exchange for
the five business days immediately preceding the date on which
an option is offered. The options are exercisable for a period
of ten years commencing from the date on which an option is
accepted.

No employee shall be granted an option, which, if exercised
in full, would result in such employee becoming entitled to
subscribe for such number of shares as, when aggregated
with the total number of shares already issued to him under all
options previously granted to him which have been exercised
and issuable to him under all the options previously granted to
him which are for the time being subsisting and unexercised,
would exceed 25.0% of the aggregate number of shares for the
time being issued and issuable under the Old Scheme.
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SHARE OPTION SCHEME (Continued)

The maximum number of shares in respect of which options may
be granted under the Old Scheme may not (when aggregated
with shares subject to any other employee share option scheme)
exceed in nominal 10.0% of the issued share capital of the
Company from time to time, excluding for this purpose any
shares which have been duly allotted and issued pursuant to
the Old Scheme.

At the extraordinary general meeting of the Company held on
7 January 20083, the shareholders of the Company approved
the adoption of the New Scheme and the termination of the
Old Scheme. The New Scheme is in line with the prevailing
requirements of Chapter 17 of the Listing Rules in relation to
share option schemes. All options granted under the Old Scheme
shall continue to be valid and exercisable in accordance with
the terms of the Old Scheme.

The purpose of the New Scheme is for the Company to
attract, retain and motivate participants to strive for the future
development and expansion of the Group and to provide the
Company with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to the
eligible participants and for such other purposes as may be
approved from time to time.

Eligible participants of the New Scheme include any executive or
non-executive directors of the Group or any employees (whether
full-time or part-time) of the Group; any discretionary objects of
a discretionary trust established by any employees, executive
or non-executive directors of the Group; any consultants and
professional advisers to the Group; any chief executives or
substantial shareholders of the Company; any associates
of director, chief executive or substantial shareholder of the
Company; and any employees of substantial shareholders of the
Company, as absolutely determined by the Board of Directors.

The New Scheme shall be valid and effective for a period of 10
years commencing on the Adoption Date, after which period no
further options will be granted but in respect of all options which
remain exercisable at the end of the period, the provisions of the
New Scheme shall remain in full force and effect. The remaining
life of the New Scheme as at 31 December 2011 was 1 year.
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SHARE OPTION SCHEME (Continued)

The total number of shares which may be issued upon exercise
of all options to be granted under the New Scheme and any other
share option schemes of the Company shall not in aggregate
exceed 10.0% of the total number of Shares in issue as at the
Adoption Date, which was 132,533,159 Shares. As at the date
of this annual report, a total of 75,444,159 Shares (representing
approximately 4.4% of the issued share capital of the Company
as at the date of this annual report) are available for grant under
the New Scheme. Together with the outstanding share options
granted under the New Scheme of 12,442,000 Shares as at
the date of this annual report, a total of 87,886,159 Shares
(representing approximately 5.2% of the issued share capital of
the Company as at the date of this annual report) are available
for issue.

The maximum number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the New Scheme and any other share option schemes
of the Company must not exceed 30.0% of the total number of
Shares in issue from time to time (or such higher percentage as
may be allowed under the Listing Rules).

The total number of shares issued and to be issued upon exercise
of the options granted to each participant in any 12-month period
up to and including the Grant Date shall not exceed 1.0% of
the total number of Shares in issue. Where any further grant of
options to a participant would result in the Shares issued and to
be issued upon exercise of all options granted and to be granted
to such participant in the 12-month period up to and including
the date of such further grant to be in aggregate over 1.0% of the
Shares in issue, such further grant must be separately approved
by the shareholders of the Company in a general meeting with
such participant and his associates abstaining from voting.

The period under which an option may be exercised will be
determined by the board of directors at its discretion, save that
the period shall commence on the date of acceptance by the
Grantee and expire not later than 10 years after the date of
acceptance. The amount payable on acceptance of an option
is HK$1.00. The full amount of the Subscription Price shall be
paid on exercise of an option.

SRR ()

BIEF T8 AR RE A H b R AR T 8%
HH T A RREETERA FEITHRMN R
o AHETEBBNEFEMABPE BTG A
#910.0% * B1132,533, 1590 IL 17 e R AN F 2R B
B & 75,444, 1500% B 10 (A AN 3R H HA(h
RNNQ T BITRALL.4% ) AR F s 23R L -
ERNAFRBBBRBEFTEDRTEEERD
RN HE 2 12,442,0000% I 17+ & 87,886,159
RER%AD (A AF R B R AN Q R B BT ALY
5.2% ) A] BT o

IR 81 R A A FIL A (o R BIE 1R
1873 5K 8 10 7 5 SR AR A 1 52 7 T
ANRHBRERE  TERRTEEETRE
RBH30% (X ETRBIT A HNEEES
) o

EEA+-_EASRE(EZReRERH A )
R T B2 EENRREETREREEHTR
RETORMNEE NMEBE D BTN A
91.0% ° it — FREBRET — B2 EEE
BRI+ —EAHRE (EERBEE—FE
HZERBENES) ERTEEETZS
HEENFTENRBIRBEETER  ERTRE%H
TR BEC BTN EE1.0% BE—F
RHRAE B EEARRABRRNEERAE &
ST M2 BEREBBEALANER
ATERBENHRGAETENRRT  IE
ZHARR B AR A A B #R % MEIBE A
SERNEEABRET 2 T FH - ER—HR
P 1 B AF ) R IE 31,0078 7T © 1T IR (B Y 2 BR
TRFRITIE R AR ST

FEIAFRBRIZRARA A
2011 £




Report of the Directors

= +
EEEREE

SHARE OPTION SCHEME (Continued) iRt El (4

The Subscription Price in respect of each Share issued pursuant  1RIEH 5T 213 H B BRAEEITER T EFR
to the exercise of options granted under the New Scheme shall O KTHEEHEESE T MZERZIRE

be determined by the board of directors with a price at least & (UGS EAXE) :
the highest of:

(a) the closing price of the Shares as stated in the Stock (@) MRIEE2HE (NEALEB)RMHER
Exchange’s daily quotations sheet on the Offer Date, which Fri B R T e U m(E

must be a Business Day;

(b) a price being the average of the closing prices of the Shares  (b) Z#ZI1E2 B HiAT A A% % B R KD E B <

as stated in the Stock Exchange’s daily quotations sheets FIg AMmERMABHFHRME: &
for the 5 Business Days immediately preceding the Offer
Date; and

(c) the nominal value of a Share. © BHRMEE-

As of 31 December 2011, the directors and employees of the HR-ZE——F+-A=+—H ARFHNESE
Company had the following interests in options to subscribe for K& B0 BIRIEET &I Mt EIA R E[EHE
shares of the Company (market value per share at 31 December TR REARTRH (R=_FT—F+ A
2011 was HK$14.40) granted at nominal consideration under =-+—H&RMEA14.4087T) KRR AE H %
the Old Scheme and the New Scheme, respectively. Each unit BLA TS - B RBRER FEHEEARE K
of option gives the holder the right to subscribe for one share. & 1DHIREF] o

No. of No. of No. of No. of

options options shares options Price  "Market value  *Market value

outstanding  outstanding acquired in cancelled/ per share per share at per share on

at the at the exercise of reclassified  to be paid on date of grant of exercise of

beginning end of No. of options  options during during the exercise of  options during  options during

of the Year the Year Period during  granted during the Year Year options the Year the Year

REY RER which options the Year FRITE FREE/ TRARE TRERFH RERTHE

Directors RITHEH RITER Date granted exercisable FRERE  RREBAN N E BEMH DZREEHN  AREELHH

gz RREHE AREHR BEFEH TIERREAN HIREHE RABE AREHE BRRE SRER SRER

Lin Fan 700,000 700,000 12/9/2002 12/9/2002- - - - HK$3.225 - -
i 11/09/2002

2,500,000 2,500,000 02/11/2005 23/11/2005- - - - HK$2.875 - -
22/11/2015

Song Shuguang 800,000 800,000 02/11/2005 23/11/2005- - - - HK$2.875 - -
REX 22/11/2015

Xie Yiqun 500,000 500,000 02/11/2005 23/11/2005- - - - HK$2.875 - -
il 22/11/2015

Peng Wei 400,000 400,000 02/11/2005 23/11/2005- - - - HK$2.875 - -
4] 22/11/2015

Ng Yu Lam, Kenneth 400,000 - 12/09/2002 12/09/2002- - 400,000 - HK$3.225 - HK$19.68
RENFR 11/09/2012

1,000,000 500,000 02/11/2005 23/11/2005- - 500,000 - HK$2.875 - HK$15.38
22/11/2015
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SHARE OPTION SCHEME (Continued) wRRERTE (&)
No. of No. of No. of No. of
options options shares options Price  "Market value  *Market value
outstanding  outstanding acquired in cancelled/ per share per share at per share on
at the at the exercise of reclassified  to be paid on date of grant of exercise of
beginning end of No. of options  options during during the exercise of  options during  options during
of the Year the Year Period during  granted during the Year Year options the Year the Year
RED REX which options the Year FRTE EREE/ TRARE TREAFH RERTHE
Directors RTREMH RTRM Date granted exercisable FRERY  AREBAN ENAE BEMH DZREEHN  RAREALEH
g2 AREHE  AREUE BFEH TIEARELE HIREHE RABHUE AREHE SRRE SRER SREK
Shen Koping, Michael 175,000 175,000 29/12/2006 29/12/2006- - - - HK$9.800 - -
RS 28/12/2016
175,000 175,000 29/06/2007 29/06/2007- = - - HK$14.220 - -
28/06/2017
175,000 175,000 31/12/2007 31/12/2007- - - - HK$21.400 - -
30/12/2017
175,000 175,000 30/06/2008 30/06/2008- - - - HK$19.316 - -
29/06/2018
175,000 175,000 31/12/2008 31/12/2008- = - - HK$11.920 - -
30/12/2018
350,000 350,000 31/12/2009 31/12/2009- - - - HK$25.10 - -
30/12/2019
175,000 175,000 30/06/2010 30/06/2010- - - - HK$25.91 - -
29/06/2020
175,000 175,000 31/12/2010 31/12/2010- - - - HK$24.18 - -
30/12/2020
- 175,000 30/06/2011 30/06/2011- 175,000 - - HK$17.58 HK$17.36 -
29/06/2021
- 175,000 30/12/2011 30/12/2011- 175,000 - - HK$14.728 HK$14.40 -
29/12/2021
Lau Siu Mun, Sammy 600,000 300,000 02/11/2005 23/11/2005- - 300,000 - HK$2.875 - HK$19.403
EIE'¢ 22/11/2015
Employees 4,477,000 4,017,000 02/11/2005 23/11/2005- - 460,000 - HK$2.875 - HK$22.428
E8 27/11/2015
800,000 800,000 26/02/2007 26/02/2007- - - - HK$9.490 - -
25/02/2017
Notes: i
7 Being the closing price quoted on the Stock Exchange immediately before ' F R BB R R BEIR 11 F B AT R X BT AT 3R 89 M Tir
the dates on which the options were granted during the Year. 1& o
2 Being the weighted average closing price quoted on the Stock Exchange 2 F R B LR RIETT (£ F B 5T R BT AT #8910 4
immediately before the dates on which the options were exercised during FHYTTE -

the Year.

The assumptions used in estimating the fair value of the
Company’s share options granted during the Year are provided
in note 40(a)(v) to the consolidated financial statements.

Share options were granted as part of a service condition.
This service condition does not take into account the fair value
measurement of the share options to be granted. There were no
market conditions associated with the share options granted.

Apart from the foregoing, at no time during the Year was the
Company, any of its holding companies, subsidiaries or fellow
subsidiaries a party to any arrangement to enable the directors
or chief executives of the Company or any of their spouses or
children under eighteen years of age to acquire benefits by means
of the acquisition of shares in or debentures of the Company
or any other body corporate.

EERNFERNBREARRRRENRABER
F“ﬁ#ﬁﬁ%%ﬁ%%s 40@)(\V) °

RN R T BRI IR 2 — K IRIG IR AL

AN qu"k?‘I’Hjwﬁx%m/&ﬁf‘iﬁwr,mm%
ERIFEIR TRER R -
B EaE SN AR R AR AR A B L

GIBAEES b= PN E=p ﬁE$$J—_{{E{—JHTFﬁ;&
BERZH  WERARAEEHHZERITHRAR
kAT Al RO BB S RO+ /\ R A0 T2 - AT A
‘%iﬂ;ﬁl%$ Nk A H A E B A AR 1) ok B R

FMmERR -

PEAFRBIZERERAF

2011 F3R




Report of the Directors
EETHREE

SHARE AWARD SCHEME

(A)

The Share Award Scheme of the Company was adopted by
the board of directors (the “Board”) on 10 September 2007
(“Adoption Date”). Unless terminated earlier by the Board,
the Share Award Scheme shall be valid and effective for
a term of 10 years commencing from the Adoption Date,
and after such period no new award of Shares shall be
granted. A summary of some of the principal terms of the
Share Award Scheme is set out in section (B) below.

The purpose of the Share Award Scheme is to recognize
and reward certain employees (including without limitation
an employee who is also a director) of the Group and TPG
and its subsidiaries for their contributions to the Group
and to give long-term incentives for retaining them for
the continued operations and development of the Group.
The Share Award Scheme intends to provide long-term
compensation and incentives such that current employees
are incentivized to remain in the Group and TPG and its
subsidiaries, and suitable professional recruits are attracted
to join the Group and TPG and its subsidiaries, to further
assist in the development of the Group.

Under the Share Award Scheme, the Board or a committee
(which consists of at least the chief executive officer and
a director of the Company) delegated with the power of
the Board may, from time to time, at its absolute discretion
and subject to such terms and conditions as it may think
fit select an employee for participation in the Share Award
Scheme and determine the number of shares to be awarded.
The Board shall not grant any award of shares which would
result in the total number of shares which are the subject
of awards of shares granted by the Board under the Share
Award Scheme (but not counting any which have lapsed
or have been forfeited) to represent in aggregate over 10%
of the issued share capital of the Company as at the date
of such grant. No award shall be granted to any selected
employee which would result in the maximum number of
awarded shares which are the subject of the awards of
shares granted to such selected employee (including any
which have lapsed or have been forfeited) under the Share
Award Scheme in the 12-month period up to and including
the date of such grant to represent in aggregate over 1%
of the issued share capital of the Company as at the date
of such grant.
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Report of the Directors
EEEHREE

SHARE AWARD SCHEME (Continued)

MR An R EET (&)

(C) As at 31 December 2011, the net total number of shares (C) R-ZZE——F+-_A=+—H BEK
held under Share Award Scheme is 1,555,400 shares 0 2B ET BIR5F A 2 IR 17 )F 58 /1,555,400
(2010: 4,403,000 shares). As at 31 December 2011, f& (ZZF —ZF :4,403,0000%) - A =F
604,000 shares were awarded to selected employees ——F+ A =+4+—H " & ™+604,0008%
(2010: 3,465,800 shares) subject to the terms of the Share EREAR D RE)ET B MG R B RS
Award Scheme, but have not yet vested in such selected BTETEEE (ZT—Z 43,465,800
employees. B) °

Details of the Shares awarded to the Directors are set out below: = EE BRI M ERIEH T :

Number of shares
RAEE
Number of Historical Average fair Lapsed As at Period during which
awarded acquisition value per during 31 December awarded shares

Name of shares cost share the Year 2011 to be vested

Directors Date of award #57 i SRY¥ RAFE RIZE--F TERBRR

B4R BEAH B E BARK  DREE mE&M +ZA=t-H RAzHE

(Note 1) (Note 2)
(#1) (##2)

Ng Yu Lam, Kenneth ~ 11/11/2010 30,400 HK$23.10 HK$28.85 - 30,400 31/12/2012-

RE0% 30/12/2017

Lau Siu Mun, Sammy ~ 11/11/2010 21,000 HK$23.10 HK$28.85 - 21,000 31/12/2012-

2bx 30/12/2017

Notes: it -

(1) The date of award refers to the date on which the selected employees (1)  ##% H 2152 F B 5 7 B E1FHIRIFIR (7 22 6)

@)

agree to undertake to hold the awarded shares on the terms on which
they are granted and agree to be bound by the rules of the Share Award
Scheme.

The average fair value of the awarded shares is based on the closing
price at the date of award and any directly attributable incremental costs.

HEREHRG UEHZFRAOFER -

2) BRROGEGRFEHYRALEELRERL B KT
BRABGEEBHEELAL -

B K IR A BR A A
2011 F3R
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EEEHREE

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As of 31 December 2011, the interests and short positions of
the shareholders, other than a director or chief executive of the
Company, in the Shares and underlying Shares of the Company
as recorded in the register required to be kept by the Company
under Section 336 of SFO were as follows:

FERRRE M AR RAEER DB

== N\ 2

EENRARE

R-BE——F+_A=+—H REFLPE
R DIFE336IEMR E 7 B < B M HCEFE
BRARRESSIHZESITHRABNBRRERR

Gl
S

FIB D R AR R A0 P B s SOk B N

Percentage
of issued

Substantial
shareholders

FERR

Capacity
51

Number of

ordinary shares

BEERKRE

Long position/

short position
BRr/ KR

share capital
HEBTRHO
B L

TPG
TEATEE

Interest of controlled
corporation
P NEIE

643,425,705 shares as

908,689,405
(Note 1)
(it1)

908,689,405

Long Position
i)

Long Position

53.29

53.29

beneficial owner and
265,263,700 shares (Note 2)
as interest of controlled
corporation
643,425,7050% A&
EnBEBEAR

265,263,700 f% (7£2)
BERARER

3,584,200 shares as
beneficial owner,
5,277,400 shares as
investment manager and
110,802,209 shares as
custodian corporation/
approved lending agent
3,584,200 BEREE A -
5,277,400 A 1% & 4213
%110,802,2090% &
REAN—EE )/
ZEEHREA
Beneficial owner
E=mEAA

JP Morgan Chase & Co.
BRA®

Interest of controlled
corporation
RN R

Commonwealth Bank of
Australia
SN B FE IR 1T

119,663,809

2,061,000

87,234,600

R

Long Position 7.02

R

Short Position 0.12

S
/ﬁ\\’E

Long Position 512

R

Notes:

(1) TPG’s interest in the Company is held by TPG (HK), Easiwell Limited
(“Easiwell”), Golden Win Development Limited (“Golden Win”) and
Manhold, all of which are wholly-owned subsidiaries of TPG.

2) 138,924,700 shares are held by Easiwell, 71,544,000 shares are held
by Golden Win and 54,795,000 shares are held by Manhold.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES (Continued)

Save as disclosed above, the register required to be kept under
section 336 of the SFO showed that the Company had not been
notified of any interests or short positions in the Shares and
underlying Shares of the Company as at 31 December 2011.

DIRECTORS’ INTEREST IN CONTRACTS

No contract of significance to which the Company, any of its
holding companies, subsidiaries or fellow subsidiaries was a
party in which a director of the Company had a material interest
subsisted at the end of the Year or at any time during the Year.

CONNECTED TRANSACTIONS

During the Year, the Group entered into the following connected
transactions with TPG and its subsidiaries (“TPG Group”).

Supplemental Agreements in relation to transfer of equity
interests in TPAM

On 28 December 2011, TPL, TPl and the Company entered into
a supplemental agreement (“TPAM supplemental agreement”)
and TPA(HK) and Ageas entered into a supplemental agreement
(“Ageas Supplemental Agreement”) to amend the terms of the
share transfer agreement for CTIH to purchase in aggregate a
60% equity interest in TPAM (“TPAM Share Transfer Agreement”)
and the terms of the share transfer agreement for TPA(HK) to
sell a 12% equity interest in TPAM (“TPAM Ageas Agreement”)
respectively. Upon the execution of the supplemental agreements
mentioned above, the TPAM share transfer agreement (as
amended by the TPAM Supplemental Agreement) and the TPAM
Ageas Agreement (as amended by the Ageas Supplemental
Agreement) became unconditional. The details of the transaction
were set out in the announcement of the Company dated 28
December 2011.

FERRRE M AR RAEER DB

== N\ 2

EalRE (&)

Br EatEIN - 12 GEHREREIKH]) 5336157
EFEZERMAREATR AR EEE
BAERNBEEAR-_ZE—F+=_A=+—H
FEARR B D AR (D P B MR RS SoX

AN

=
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CONNECTED TRANSACTIONS (Continued)

Termination of Acquiring Equity Interests in a PRC-
incorporated company

On 29 April 2011, CTPI (HK), a subsidiary of the Company, and
China Insurance Group Investment Company Limited (“CIGICL”)
(an indirect wholly-owned subsidiary of TPG) entered into an
agreement to terminate the share transfer agreement in relation

oo

to the acquisition of equity interest in the F#IJI1E8 MRS H
BBR A7 (Futian Gas Turbine Power Company Limited), due
to the conditions precedent to share transfer agreement have
not been met. The details of the transaction were set out in the
announcement of the Company dated 29 April 2011.

CONTINUING CONNECTED TRANSACTIONS

A.

Reinsurance Transaction

On 23 December 2008, TPRe and TPG entered into
a supplemental agreement to renew the term of the
Reinsurance Agreement for three years from 1 January
2009 to 31 December 2011. Pursuant to the Reinsurance
Agreement, TPRe agrees, and TPG agrees to procure its
subsidiaries, to enter into various reinsurance contracts
with members of the TPG Group. Pursuant to the said
reinsurance contracts, TPRe acts as reinsurer and accepts
risks in return for premium from such members of the
TPG Group. The Reinsurance Transactions consist of
both treaty and facultative business and the range of risks
covered includes all lines of general reinsurance risks and
certain classes of long term reinsurance risks on both a
proportional and non-proportional basis. TPRe will enter into
the reinsurance contracts on the same basis as it accepts
reinsurance business from other independent customers,
and the terms and conditions of the reinsurance contracts,
in which other independent third party reinsurers may also
participate, will be negotiated on an arm’s length basis and
will be entered into on normal commercial terms. Under the
reinsurance contracts, the Group will receive the agreed
premiums on a quarterly basis or such other basis as may
be agreed by the parties to the reinsurance contracts and
pay commission to the TPG Group on a quarterly basis or
such other basis as may be agreed by the parties to the
reinsurance contracts. The premiums to be received by
the Group and the commission payable to the TPG Group
will be settled on a net basis.
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Report of the Directors
EEERES

CONTINUING CONNECTED TRANSACTIONS
(Continued)

A.

Reinsurance Transaction (Continued)

It is expected that the amount of gross premium income
ceded by TPG Group and underwritten by TPRe and the
commission expenses payable by the Group in respect of
the Reinsurance Transactions for each of the financial year
ended 31 December from 2009 to 2011 will not exceed
HK$300 million and HK$100 million, respectively (2006-
2008: HK$504 million and HK$154.37 million respectively).

The proposed cap of the amount of gross premium income
and commission expenses described above are determined
by reference to the historical value of such transactions
and the projected value on new business that are likely to
be procured.

Since the applicable percentage ratios are, on an annual
basis, more than 0.1% but less than 5%, the Continuing
Connected Transactions are only subject to reporting and
announcement requirements and are exempt from the
independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.

During the Year, the gross premiums written and the
commission expenses paid in respect of business ceded
by related companies was HK$284.89 million (2010:
HK$254.79 million) and HK$99.00 million (2010: HK$75.32
million) respectively.
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EFERESE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

B.

Investment Management Services Provided by TPA
(HK)

On 23 December 2008, TPA (HK) and TPG entered into a
supplemental agreement to renew the term of the Master
Investment Management Services Agreement for three years
from 1 January 2009 to 31 December 2011. Pursuant to
the Master Investment Management Agreement, TPA (HK)
agrees, and TPG agrees to procure its subsidiaries, to
enter into various investment management agreements with
the TPG Group. Pursuant to the investment management
agreements, TPA (HK) provides investment advice and
investment management services to relevant members of
the TPG Group in managing the Trust Fund. TPA (HK) will
receive from the TPG Group management fees, performance
bonus fees and other fees for its investment management
services per annum for each investment management
agreement (together, the “Management Fees”) in cash
and such Management Fees will be calculated on the basis
of (a) a certain percentage, to be fixed by reference to
market standards, of the net asset value of the Trust Fund;
and/or (b) a performance bonus fee representing a certain
percentage, to be fixed by reference to market standards,
of the amount of net investment return at the end of the
relevant calendar year in excess of an amount equivalent
to a certain percentage of the daily average balance of
the settler’s subscription monies or the increase in the net
asset value of the relevant Trust Fund managed by TPA
(HK); and/or (c) such other bases as may be agreed by the
parties to the investment management agreement.

It is expected that the Management Fees to be received by
the Group in respect of investment management services
provided by TPA (HK) for each of the financial years ending
31 December from the financial years ended 31 December
2009, 2010 and 2011 will not exceed HK$30.50 million,
HK$35.10 million and HK$40.30 million respectively (2006-
2008: HK$4.80 million). The proposed cap is determined
by reference to the historical values of such transactions
and the projected values on new business to be procured.
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EETHREE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

B.

Investment Management Services Provided by TPA
(HK) (Continued)

Since the applicable percentage ratios are, on an annual
basis, more than 0.1% but less than 5%, the Continuing
Connected Transactions are only subject to reporting and
announcement requirements and are exempt from the
independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.

During the Year, the Management Fees to be received by
the Group in respect of investment management services
provided by TPA (HK) was HK$5.38 million (2010: HK$5.32
million).

Provision of Training Fees

On 23 December 2008, the Company and TPG entered
into a supplemental agreement to renew the term of the
Training Services Agreement for three years from 1 January
2009 to 31 December 2011. The training department of
the TPG Group will provide training services to directors,
employees, agents and sales representatives of members
of the Group. Such training services include the provision
of training to staff, training materials and information and
organization of training-related seminars and activities on
basic insurance knowledge, risk management, presentation
skills, and other areas. The Group will pay training fees
to TPG in respect of the training services provided (the
“Training Fees”) in cash. At the commencement of each
financial year, TPG will notify the Group on the projected
amount of Training Fees payable by the Group by reference
to the planned training activities to be conducted in that
financial year and the proportion to be shared by the Group.
Prior to 31 March of each financial year, the Group shall
pay to TPG the Training Fees in advance (the “Advance
Payment”). At the end of the relevant financial year, if
the Advance Payment is insufficient to cover the actual
Training Fees incurred during that financial year, the Group
will pay the shortfall within 90 days from the end of the
respective financial year. On the other hand, if the Advance
Payment is more than the actual Training Fees incurred,
the surplus will, at the discretion of TPG, be refunded to
the Company or be brought forward to the next financial
year as part of the Advance Payment for the next financial
year. The Training Fees to be charged by the TPG Group
will be based on the number of persons from the Group
who receive the training services as a proportion to the
total number of persons who receive the training services
and/or other reasonable bases as may be determined by
the Company and TPG.
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EETHREE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

C.

Provision of Training Fees

It is expected that the Training Fees to be paid by the
Group pursuant to the Training Services Agreement for
each of the financial year ending 31 December 2009 to
2011 will not exceed HK$16 million (2006-2008: HK$5.08
million). The proposed cap is determined by reference to
the historical values of such transactions and the projected
increase of the number of directors, employees, agents
and sales representatives of the members of the Group
who will receive the training services.

Since the applicable percentage ratios are, on an annual
basis, more than 0.1% but less than 5%, the Continuing
Connected Transactions are only subject to reporting and
announcement requirements and are exempt from the
independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.

During the Year, the fees paid to the TPG Group in respect of
the training services were HK$9.64 million (2010: HK$12.31
million).

Sharing of Back Office Services

On 23 November 2009, the Company entered into a
Back Office Services Framework Agreement with Taiping
Financial Service Centre (Shanghai) Company Limited
(“TPFSC (Shanghai)”) pursuant to which TPFSC (Shanghai)
and its subsidiaries and associates (excluding the Group)
(“TPFSC (Shanghai) Group”) agreed to provide and the
Group agreed to obtain the Back Office Services at a
consideration determined on a cost sharing basis. The
Back Office Services provided by TPFSC (Shanghai) Group
under the Back Office Services Framework Agreement
include (i) operating services including the underwriting and
issuance of new policies, renewal and maintenance of in-
force policies, claims handling and settlement and telephone
enquiry services etc.; and (i) information technology services
including systems operation and maintenance and systems
development.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

D.

Sharing of Back Office Services (Continued)

The TPFSC (Shanghai) Group will, according to the levels and
items of services to be provided by the TPFSC (Shanghai)
Group and upon consultation with its customers (including
the Group), jointly determine with its customers (including
the Group) the estimated annual costs of, and service
items to be provided by, the TPFSC (Shanghai) Group.
The TPFSC (Shanghai) Group will then provide the cost
sharing proposal to the Group for its consent. The actual
fees payable by the Group will be determined on a cost
sharing basis and be based on the actual volume of Back
Office Services provided by the TPFSC (Shanghai) Group
to the Group and the entire operational costs of the TPFSC
(Shanghai) Group (including any tax incurred by the TPFSC
(Shanghai) Group) for providing the Back Office Services.
The TPFSC (Shanghai) Group further undertakes that the
fees chargeable to the Group for the Back Office Services
will not exceed the estimated annual amounts for 3 years
(2010 to 2012) as approved by the Company and TPFSC
(Shanghai). The Company’s prior written consent is required
for any adjustment of such annual amounts.

Members of the Group and the TPFSC (Shanghai) Group
will have the rights to enter into separate and definitive
agreements from time to time to provide for the detailed
terms of each single transaction in accordance with the
principles set out in the Back Office Services Framework
Agreement.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

D.

Sharing of Back Office Services (Continued)

It is expected that the value of back office services provided
by TPFSC (Shanghai) Group for each of the financial year
ending 31 December 2010, 2011 and 2012 will not exceed
HK$234.67 million, HK$333.05 million and HK$402.78
million respectively. The aforesaid projected annual caps
in respect of the Back Office Services are set by the
Directors by reference to (i) the expected level of Back
Office Services to be required by the Group with reference
to the historical services requirements of the Group; (i) the
estimated costs to be incurred by the TPFSC (Shanghai)
Group in providing the Back Office Services with reference
to the historical costs incurred by the Group in operating
the Back Office Services through members of the Group
and the anticipated expansion of the Group’s businesses;
and (iii) the expected appreciation of the Renminbi. The
service fee was agreed between the TPFSC (Shanghai)
Group and the Group after arm’s length negotiations.

Since the applicable percentage ratios are, on an annual
basis, more than 0.1% but less than 5%, the Continuing
Connected Transactions are only subject to reporting and
announcement requirements and are exempt from the
independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.

During the Year, the value of back office services paid to
TPFSC (Shanghai) Group was HK$214.36 million (2010:
HK$133.97 million).
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Report of the Directors
EETHREE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

E.

Sharing of Internal Audit Services

On 23 November 2009, the Company entered into the
Internal Audit Services Framework Agreement with TPG
pursuant to which the TPG Group agreed to provide and
the Group agreed to obtain the Internal Audit Services at
a consideration determined on a cost sharing basis. The
Internal Audit Service provided by TPG Group to the Group
under the Internal Audit Services Framework Agreement
include without limitation internal audit services.

The TPG Group will, according to the levels and items
of services to be provided by the TPG Group and upon
consultation with its customers (including the Group), jointly
determine with its customers (including the Group) the
estimated annual costs of, and service items to be provided
by, the TPG Group. The TPG Group will then provide the
cost sharing proposal to the Group for its consent. The
actual fees payable by the Group will be determined on
a cost sharing basis and be based on the actual volume
of Internal Audit Services provided by the TPG Group to
the Group and the entire operational costs of the TPG
Group (including any tax incurred by the TPG Group) for
providing the Internal Audit Services. The TPG Group further
undertakes that the fees chargeable to the Group for the
Internal Audit Services will not exceed the estimated annual
amounts for 3 years (2010 to 2012) as approved by the
Company and TPG. The Company’s prior written consent
is required for any adjustment of such annual amounts.
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Report of the Directors

EFERESE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

E.

Sharing of Internal Audit Services (Continued)

Members of the Group and the TPG Group will have the
rights to enter into separate and definitive agreements
from time to time to provide for the detailed terms of each
single transaction in accordance with the principles set
out in the Internal Audit Services Framework Agreement.

It is expected that the value of internal audit services
provided by TPG Group for each of the financial year
ending 31 December 2010, 2011 and 2012 will not exceed
HK$45.39 million, HK$50.38 million and HK$55.02 million
respectively. The aforesaid projected annual caps in respect
of the Internal Audit Services are set by the Directors by
reference to (i) the expected level of Internal Audit Services
to be required by the Group with reference to the historical
services requirements of the Group; (ii) the estimated costs
to be incurred by the TPG Group in providing the Internal
Audit Services with reference to the historical costs incurred
by the Group in operating the Internal Audit Services through
members of the Group and the anticipated expansion of
the Group’s businesses; and (iii) the expected appreciation
of the Renminbi. The service fee was agreed between the
TPG Group and the Group after arm’s length negotiations.

Since the applicable percentage ratios are, on an annual
basis, more than 0.1% but less than 5%, the Continuing
Connected Transactions are only subject to reporting and
announcement requirements and are exempt from the
independent shareholders’ approval requirement under
Chapter 14A of the Listing Rules.

During the Year, the value of internal audit services paid
to TPG Group was HK$48.80 million (2010: HK$33.05
million).
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Report of the Directors
EEERES

CONTINUING CONNECTED TRANSACTIONS BERERS (&)

(Continued)

Insurance Cross Selling within the Group and Investment
Management Services provided by TPAM

Reference is made to the announcements published by the
Company on 1 December 2011 in relation to continuing
connected transactions setting out the details of the
continuing connected transactions of insurance cross
selling within the Group and investment management
services provided by TPAM.

No proposed cap of the amount of investment management
services fee income of TPAM and the insurance agency
services fee income of TPP and TPL was disclosed in
previous announcement(s) for the year ended 31 December
2011, and therefore the auditor would not be able to confirm
whether or not the relevant transactions have exceeded
the disclosed cap as required under Rule 14A.38(4) of the
Listing Rules.

(i) Insurance Agency Service provided by TPL

Since 2006, TPL has been providing insurance agency
services to TPP and TPI. Pursuant to certain agency
service contracts with TPP and TPI, TPL acted as
an agent for TPP and TPI in selling their insurance
products and in return received agency fees calculated
mainly based on a certain percentage of the insurance
premiums for the insurance products distributed by
TPL on behalf of TPP or TPI.

Since the applicable percentage ratios are, on an
annual basis, more than 0.1% but less than 5%, the
Continuing Connected Transactions are only subject
to reporting and announcement requirements and are
exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

During the Year, the value of insurance agency service
fee received by TPL was HK$81.22 million.
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Report of the Directors
EEEHREE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

F. Insurance Cross Selling within the Group and Investment
Management Services provided by TPAM (Continued)

(i)

(iii)

Insurance Agency Service provided by TPP

Since 2007, TPP has been providing insurance agency
services to TPL and TPI. Pursuant to certain agency
service contracts with TPL and TPI, TPP acted as an
agent for TPL and TPl in selling their insurance products
and in return received agency fees calculated mainly
based on (a) a certain percentage of the insurance
premiums for the insurance products distributed by
TPP on behalf of TPL or TPl and/or (b) such other
bases agreed by the parties to the agency service
contracts.

Since the applicable percentage ratios are, on an
annual basis, more than 0.1% but less than 5%, the
Continuing Connected Transactions are only subject
to reporting and announcement requirements and are
exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

During the Year, the value of insurance agency service
fee received by TPP was HK$134.84 million.

Investment Management Service provided by
TPAM

Since 2006, TPAM has been providing investment
management services to TPL, TPP, TPl and TPRe
Beijing. Pursuant to the relevant investment
management contracts, TPAM provided investment
advice and investment management services to TPL,
TPP, TPl and TPRe Beijing respectively and in return
received management fees calculated based on (a) a
certain percentage of the net asset value of the RMB
Trust Fund; and/or (b) such other bases agreed by
the parties to the relevant investment management
contract.
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Report of the Directors
EEEHREE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

HEBEXRS (8)

SEANRBIXHEERBREAFEE

RHNREEERS (£)

F. Insurance Cross Selling within the Group and Investment F
Management Services provided by TPAM (Continued)

(iii) AAXFEEEBIKREEERF

(iii) Investment Management Service provided by

TPAM (Continued)

Since the applicable percentage ratios are, on an
annual basis, more than 0.1% but less than 5%, the
Continuing Connected Transactions are only subject
to reporting and announcement requirements and are
exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

During the Year, the Management Fees to be received
by the Group in respect of investment management
services provided by TPAM was HK$124.81 million.

The independent non-executive directors of the Company
have reviewed and confirmed that the continuing connected
transactions in paragraphs A to F above were conducted
in following manner:

(i)

entered into by the Group in the ordinary and usual
course of its business;

entered into on normal commercial terms or on terms
no less favourable than terms available to or from
independent third parties

entered into in accordance with the terms of the relevant
agreements governing such transactions and on terms
that are fair and reasonable so far as the shareholders
of the Company as a whole are concerned.

/4=

(A8 )

RRERNBEDLE R BFTES
ZR0ABEDTE%  RIE LR A
F1AA BERSERERER S R
FEETHMENEORE MEA
R R IB L BRILERRRE

AEERFAEBEHBAFEERSE
M EEEREFMBNTNEES A
1.24811B8 T °

B FMTERCEL R WiE
RENIA EAZFREVFERER 5
To¥g AT 7 AT

Xt E

) AEEREER—REEES

HIva

(i) I —MREEGTET HIRE
TBERG THREEBBIE=T
B

(i) IRFREZER B
$T3 BT SLIGHEI A A AR
BRMENEATAR

A K AR IR B BR A A
2011 &3 [LL/




Report of the Directors

EFERESE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued his modified letter
containing his findings and conclusions, which is extracted
as below, in respect of the continuing connected transactions
disclosed by the Group in pages 106 to 118 of the Annual Report
in accordance with Main Board Listing Rule 14A.38. A copy of
the auditor’s letter has been provided by the Company to The
Stock Exchange of Hong Kong Limited.

“The Company has not established and announced maximum
aggregate annual values in respect of the investment management
services fee income of TPAM, and the insurance agency services
fee income of TPP and TPL for the year ended 31 December
2011, and accordingly we have not performed the procedures
described in Main Board Listing Rule 14A.38(4) with respect to
these transactions. Our conclusion is not qualified in respect of
this matter.”

INTEREST BEARING NOTES

Particulars of the interest bearing notes of the Company and
the Group as at 31 December 2011 are set out in note 32 to
the consolidated financial statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 304
to 305.
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RETIREMENT SCHEMES

Particulars of the retirement schemes are set out in note 39 to
the consolidated financial statements.

CORPORATE GOVERNANCE

Information on the Company’s corporate governance practices
during the Year under review is set out in the “Corporate
Governance Report” of the Company’s 2011 annual report.

AUDIT COMMITTEE

Further information on the composition of the Audit Committee
and the work performed by the Audit Committee during the Year
under review is set out in the Company’s 2011 annual report
under the section headed “Audit Committee” in the Corporate
Governance Report.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its directors, as at the date of this
report, there is sufficient public float, as not less than 25.0% of
the Company’s issued shares are held by the public.

AUDITOR

Messrs. Deloitte Touche Tohmatsu shall retire and, being eligible,
offer themselves for re-appointment. A resolution for the re-
appointment of Messrs. Deloitte Touche Tohmatsu as auditor
of the Company is to be proposed at the forthcoming annual
general meeting.

By order of the Board
Song Shuguang
Director

Hong Kong, 19 March 2012
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The Company is committed to the establishment of good
standards of corporate governance practices by emphasizing
transparency, accountability and responsibility to our
shareholders. The Board reviews its corporate governance
practices from time to time in order to meet the rising expectations
of shareholders, to comply with increasingly stringent regulatory
requirements, and to fulfill its commitment to excellence in
corporate governance practices.

During the Year under review, the Company has applied the
principles and complied with the Code Provisions set out in
the “Code on Corporate Governance Practices” contained in
Appendix 14 of the Listing Rules which came into effect on
1 January 2005 (the “Code”), with the following exceptions:

(1) The non-executive directors are not appointed for a specific
term, but are subject to retirement by rotation and re-election
at the Company’s Annual General Meeting in accordance
with the Company’s Articles of Association.

(2) The chairman of the Board was unable to attend the annual
general meeting of the Company held on 31 May 2011 (the
“Meeting”) due to other business engagement. Mr. Ng Yu
Lam Kenneth, the executive director and chief executive
officer of the Company, chaired the Meeting on behalf of
the chairman of the Board and was available to answer
questions.

The Company has adopted the Model Code set out in Appendix
10 of the Listing Rules as the code of conduct regarding securities
transactions by directors. Having made specific enquiry of all
directors, the Company confirmed that all directors have complied
with the required standard set out in the Model Code during the
Year under review.

The Board is collectively responsible for overseeing the
management of the business and affairs of the Group. The
Board currently is comprised of a total of eleven directors, with
seven executive directors, one non-executive director and three
independent non-executive directors.
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The names of the directors are set out in the Company’s 2011
annual report under the section headed “Corporate Information”.

During the period from 1 January 2011 to the date of this annual
report, the Board held six meetings, the attendance record are
as follows:

Mr. Lin Fan R 58 A
Mr. Song Shuguang REXTE
Mr. Xie Yiqun B A
Mr. Peng Wei ZRREE
Mr. Ng Yu Lam Kenneth RAETmEE
Mr. Shen Koping Michael VIR
Mr. Lau Siu Mun Sammy 2 A
Mr. Li Tao FEEE
Dr. Wu Jiesi REBBL

Mr. Che Shujian BERLE

Mr. Lee Kong Wai Conway FTAEEEE

The Board formulates the overall strategy of the Group, monitors
its financial performance and maintains effective corporate
governance structure in each individual subsidiary. Daily
operations and administration are delegated to the management
in each individual subsidiary. During the Year under review, none
of the directors above has or maintained any financial, business,
family or other material/relevant relationships with any of the
other directors.

The non-executive director and the independent non-executive
directors are not appointed for specific terms but are subject
to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the Company’s
articles of association.

EEREFHNARR T —
AR IBEETZAX

H-T——F—-A-BREAFHAH EF
SRRITANREGH HFELENT

—EFR[RA

Attendance/No. of meetings

HERE EERXE
5/6
5/6
6/6
6/6
6/6
6/6
6/6
6/6
6/6
6/6

6/6

EEEHTEASEZBERE EEEMBR
BLERERENBRRRBAERNERE AR
B ABEERTRBEEHMNBERRNELE
BE-NOEFE bz ESHMERTAE
MEEA IR ERP T X5 Rk H M
BR/HERREE-

FATESFRBLDFATESTRSARTNE
H EARBARRAMERMAINRAAFN
BRBFAE LRESRNMEEEE-

PEAFRBZBEAERAA
2011 3R



The chairman and chief executive officer are Mr. Lin Fan and
Mr. Ng Yu Lam, Kenneth. Their roles are clearly defined and
segregated and are not exercised by the same individual.

The Company has not established a nomination committee.
The Board as a whole is responsible for reviewing the Board
composition, developing and formulating the relevant procedures
for nomination and appointment of directors and assessing
the independence of the independent non-executive directors
to ensure that the Board has a balance of expertise, skills and
experience.

A Remuneration Committee with specific written terms of
reference was established by the Company on 24 February
2005.

The principal duties of the Remuneration Committee include the
making of recommendations to the Board on the Company’s
policy and structure for all remuneration of directors and senior
management; the establishment of a formal and transparent
procedure for developing the policy on such remuneration and
to determine the specific remuneration packages of all executive
directors and senior management.

The main principles of the Group’s remuneration policies are:

(a) Remuneration should be determined by taking into
consideration factors such as salaries paid by comparable
companies, time commitment, responsibility, employment
conditions elsewhere in the Group and the desirability of
performance-based remuneration;

(b) Performance-based remuneration should be reviewed and
approved by reference to the corporate goals and objectives
approved by the Board from time to time; and

(c) No director should be involved in deciding his or her own
remuneration.
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The Remuneration Committee is currently comprised of the three
independent non-executive directors, namely Dr. Wu Jiesi, Mr.
Che Shujian and Mr. Lee Kong Wai Conway, the chairman, Mr.
Lin Fan, and the chief executive officer, Mr. Ng Yu Lam, Kenneth.

During the period from 1 January 2011 to the date of this annual
report, the Remuneration Committee approved the payment of
the directors’ bonuses for the year 2010, the remuneration of
the directors, the granting of share options, and discretionary
bonuses to the directors of the Group by means of written
resolutions passed on 12 occasions.

Deloitte Touche Tohmatsu are the auditors of the Company.
The services provided by them include audit and taxation etc.
During the 2011 financial year, the fees for the Group’s statutory
audit and taxation payable were HK$6.99 million and HK$0.55
million, respectively.

The Board has adopted the new written terms of reference for
the Audit Committee, which are in accordance with the Code.
The Audit Committee meets with the Group’s senior management
and external auditors regularly to review the effectiveness of
the internal control system and the interim and annual results
of the Group.

The Audit Committee is comprised of the three independent
non-executive directors, namely Dr. Wu Jiesi, Mr. Che Shujian
and Mr. Lee Kong Wai Conway, and a non-executive director,
Mr. Li Tao. Dr. Wu Jiesi is the chairman of the Audit Committee.

The interim results, annual results and the system of internal
controls of the Company and its subsidiaries for the 2011 financial
year have been reviewed by the Audit Committee.
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Corporate Governance Report
DPEERREE

AUDITORS’ REMUNERATION (Continued)

During the period from 1 January 2011 to the date of this annual

report, the Audit Committee held three meetings, the attendance E& Z&RIT=X& u%z ﬁfiﬂﬁﬁDT
record are as follows:

Attendance/No. of meetings

HERE B RH

Mr. Li Tao FEEE 3/3
Dr. Wu Jiesi HEBEL 3/3
Mr. Che Shujian BHERSKE 3/3
Mr. Lee Kong Wai Conway FARBEE 3/3
DIRECTORS’ RESPONSIBILITY FOR PREPARING EZ&5HEEKHRE
THE FINANCIAL STATEMENTS
The directors acknowledge that it is their responsibility for EERRREETENANFERREHEEN
preparing financial statements which give a true and fair view. &fFe

The statement of the auditor of the Company about their
responsibilities on the financial statements is set out in the
Independent Auditor’s Report on pages 302 to 303.

INTERNAL CONTROL REVIEW

The Board has conducted a review of the system of internal
controls of the Group in accordance with the Code. The Board
has also considered the adequacy of resources, qualifications
and experience of staff of the Company’s accounting and
financial reporting function, and their programmes and budget.
The Board considers that all material internal controls of the
Group are proper and effective.
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Consolidated Income Statement

meEBmk

for the year ended 31 December 2011
BE-F——F+ - A=+ —AUFE

(Expressed in Hong Kong dollars)

(L BHZR)
2011 201 0
Notes $°000 $ 000
k23 Fr For
Income A
Gross premiums written FEARRBREREBRA
and policy fees 4 50,098,038 48,759,312
Less: Premiums ceded to reinsurers & R & 2 B{R 1D EE &
and retrocessionaires % R (1,968,198) (1,942,229)
Net premiums written and policy fees FER{R B [ R 8 B U A 48,129,840 46,817,083
Change in unearned premium REBETEHESE
provisions, net of reinsurance WERR (520,838) (835,923)
Net earned premiums and policy fees T BEURE RIRE B U A F5E 47,609,002 45,981,160
Net investment income ?xéfﬂﬂz)\ﬁﬁr ES] 5(a) 5,747,722 4,212,882
Net realized investment gains IR E W= 55 5(b) 66,275 1,301,532
Net unrealized investment ER;EE wEEER
losses and impairment Ve RIERE 5(c) (617,429) (34,465)
Other income Hpn g A 6(a) 343,315 228,473
Other gains/(losses) Hibzs,/ (E18) 6(b) 20,082 (163,041)
Total income N L 53,168,967 51,526,541
Benefits, losses and expenses e BMRREA
Net policyholders’ benefits RE ﬁ*ﬁ/gﬂa £ 7(a) (11,887,493) (9,798,554)
Net commission expenses BeIHFE 7(b) (4,408,989) (4,104,719)
Administrative and other expenses ITE R H A& FfJ (8,507,620) (8,138,148)
Change in life insurance contract EmeNaBge.
liabilities, net of reinsurance R e (27,158,701) (27,543,760)
Total benefits, losses and expenses  #4fi -~ BS 3 & & FH 42 %8 (51,962,803)  (49,585,181)
Profit from operations R 1,206,164 1,941,360
Share of results of associates F?EWEH"*A FIES S 251,499 8,947
Gain on disposal of a subsidiary e — BB AR R - 1,263,113
Finance costs & A 8(a) (565,529) (353,264)
Profit before taxation R A % 8 892,134 2,860,156
Income tax credit/(charge) HEER, (ZH) 11(a) 27,718 (206,689)
Profit after taxation B Fi 1% 3 F 919,852 2 653,467
Attributable to: FEAL :
Owners of the Company PiIN/N Tﬂxﬁﬁﬁﬁ_ﬁ 12 495,305 2,244,793
Non-controlling interests FE 2 AR IR R 424,547 408,674
919,852 2,653,467
dollar dollar
T JT
Earnings per share attributable AANRRRELERER
to the owners of the Company 14
Basic K 0.291 1.320
Diluted g 0.289 1.309

The accompanying notes on pages 136 to 301 form an integral part of %5135 301 & i 35 B A4 4 BT ISR = 0 48 BR
these consolidated financial statements. AP o
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Consolidated Statement of Comprehensive Income

e HEWE

for the year ended 31 December 2011
BE-F——F+ A=+ —ALFE

(Expressed in Hong Kong dollars)

(BEMS) )
2011 2010
—E——F —E-TF
Notes $°000 $°000
Mt &t Fr Fir
Profit after taxation R Bt 1% i F 919,852 2,653,467
Other comprehensive income: HEfe2ms:
Exchange differences on translation 28 & 7 N M & I B A 7)
of the financial statements LB E AR BHREN
of subsidiaries and associates N ZER
outside Hong Kong
- Exchange difference arising —EAEFEEEEZ
during the year PEH Z%E 38(a) 614,570 384,745
- Reclassification adjustments to —EBALE—HE
profit or loss upon the disposal BB DASMD [ I B
of a subsidiary outside NAKREFHER
Hong Kong Bam oA - (86,492)
Revaluation gain arising from EERmEEH»ER
reclassification of own-use WEMEMEE 2 EMHKE
properties to investment properties
- Revaluation gain arising —ARFERE
during the year EXE ol 15(a) 547,402 23,094
— Net deferred tax —IERER IH SRR (135,701) -
Available-for-sale securities A EES
— Net fair value changes —ARFERAAEE
during the year HE)FRE (5,074,284) 1,169,056
- Reclassification adjustment to - REREFSEE
profit or loss on impairment B2 % 5(c) 799,149 190,601
- Reclassification adjustment to —HEREHIER
profit or loss on disposal BRz#HE (28,854) (1,154,308)
- Reclassification adjustment to - EBRAFELE
profit or loss upon the —HEBEA Tﬁ—r
disposal of a subsidiary EFioazER
during the year 2 = 14,411
— Net deferred tax — BRI IBFEE 1,018,925 (82,206)
Total comprehensive (expense)/ AFEEE (XH )/
income for the year W B (1,338,941) 3,112,373
Attributable to: FEAE
Owners of the Company AR AR RS (755,182) 2,384,005
Non-controlling interests FE 2 A% % R (583,759) 728,368
(1,338,941) 3,112,373

China Taiping Insurance Holdings Company Limited
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Consolidated Statement of Financial Position

an\ (=] ,jﬁ%ﬂjﬁ;ﬂz%‘%

as at 31 December 2011
R-E——F+-H=+—H

(Expressed in Hong Kong dollars)
(LEBSR)

2011 2010
—E——F —E-FF
Notes $°000 $'000
k3 Fr For
Assets EE
Statutory deposits EETT R 25 2,332,794 1,466,793
Fixed assets EEE 15(a)
— Property and equipment —MEREE 4,048,360 3,280,857
— Investment properties —REWE 2,915,574 1,304,112
- Prepaid lease payments —FBREENK 167,813 693,751
7,131,747 5,278,720
Goodwill EES 16(a) 303,647 303,647
Intangible assets mVEE 16(b) 264,791 261,408
Interest in associates REEE R RN ER 18 1,580,272 1,179,096
Deferred tax assets IR E E 31(b) 145,524 141,609
Investments in debt and equity BEEEBRAEBEREE
securities 19(a) 130,571,536 102,948,026
Securities purchased under BEABREFE
resale agreements 36 119,279 53,471
Amounts due from group FEUW & B ARQEFRIA
companies 20(a) 29,348 9,257
Insurance debtors 1% 2 % P I MR R 21 2,030,782 1,348,755
Reinsurers’ share of insurance DIRA B EIEIRER
contract provisions B U ERE 22 2,437,071 2,048,350
Policyholder account assets in BHRIREERHER .
respect of unit-linked products REFEARFEE 44 3,729,117 4,909,273
Other debtors E i e AR K 23 5,252,836 6,590,021
Pledged deposits at banks EEMRITFR 24 187,677 160,613
Deposits at banks with original REHB®BB=MEA
maturity more than three months MIRITIER 17,520,847 11,495,414
Cash and cash equivalents ReRBREFED 26 17,735,080 16,289,214
191,372,348 154,483,667
Liabilities afE
Life insurance contract liabilities EReNaE 27 91,195,983 60,391,614
Unearned premium provisions RIEHMETEHS 28 4,808,347 4,067,314
Provision for outstanding claims ROREE R 29 9,208,802 7,638,859
Investment contract liabilities KEAHEE 30 31,368,490 36,278,241
Deferred tax liabilities RLEMIEEE 31(b) 557,891 1,491,467
Interest-bearing notes =T BERE 32 11,040,734 10,231,074
Securities sold under repurchase EHEEES
agreements 36 19,618,855 9,829,946
Amounts due to group companies B S BEARRARFKIA 20(b) 36,763 1,113,915
Insurance creditors IR B2 E)EE’EE\HEEM 33 2,855,056 1,865,265
Other payables and accrual H e R e ST FRIE 34 3,477,250 2,567,830
Current taxation & R IR 31(a) 296,282 476,005
Insurance protection fund REBRREES 35 33,848 50,264
174,498,301 136,001,794
Net assets EEFE 16,874,047 18,481,873

A K AR IZERE B BR A A
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Consolidated Statement of Financial PositionContinueq)
mEMBERRE 2)

as at 31 December 2011
R-ZEFE——Ff+ZA=+—H

(Expressed in Hong Kong dollars)

(B ZR)

2011 2010
—E——F —E-FF
Notes $°000 $’000
it FT For

Capital and reserves attributable 22 TR EE(L

to the owners of the Company BERREE

Share capital A& 7 37 85,264 85,181
Reserves & & 38(a) 11,349,432 12,627,206
11,434,696 12,712,387
Non-controlling interests JFIERBRERERE 38(a) 5,439,351 5,769,486
Total equity AR 16,874,047 18,481,873

Approved and authorized for issue by the board of directors on EFEER_ZT—_F=A TN BZEREEEM-
19 March 2012.

Song Shuguang Ng Yu Lam Kenneth
Director Director
=3 EF

The accompanying notes on pages 136 to 301 form an integral part of ~ $ 1362301 E Fii i st A A& A M HER AR
these consolidated financial statements. 17 ©
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Statement of Financial Position

B FE AR AR

as at 31 December 2011
R-ZEFE——Ff+ZA=+—H

(Expressed in Hong Kong dollars)

(BEMS) )
2011 2010
—E-——F —E-TF
Notes $°000 $’000
k3 Fr For
Assets EE
Fixed assets EEE 15(b) 393 246
Investments in subsidiaries RETBRRIMNIEE 17 5,728,719 3,538,970
Interest in associates PABS & N B A B 2 18 6,937 6,937
Investments in debt and equity BEEEBEABLREE
securities 19(b) 284,160 376,065
Deferred tax assets BEERRIBEE 31(b) 798 516
Amounts due from group companies J& U & B N A B ZKIA 20(a) 3,744,348 3,910,740
Other debtors H ) & U AR K 23 5,961 513,667
Cash and cash equivalents ReRESEEY 26 637,178 89,290
10,408,494 8,436,431
Liabilities aE
Amounts due to group companies FEAT S B AR B FE 20(b) 721,720 1,368,879
Other payables and accrual o fth B RE R FE AT 34 302,901 9,530
1,024,621 1,378,409
Net assets EEFE 9,383,873 7,058,022
Capital and reserves EARREE
Share capital % R 37 85,264 85,181
Reserves & 38(b) 9,298,609 6,972,841
Total equity R 9,383,873 7,058,022

Approved and authorized for issue by the board of directors on 19
March 2012.

o

%%@E@:%*:¢Eﬂ TABREERRESR

Song Shuguang Ng Yu Lam Kenneth

Director Director
2 EF

£136E301 A FTHIM AR S M B IMKRBBEK

i3 -

The accompanying notes on pages 136 to 301 form an integral part of
these consolidated financial statements.
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Consolidated Statement of Changes in Equity

GAEREDE

as at 31 December 2011

RZF——FF=—H=+—H

(Expressed in Hong Kong dollars)
(LEBSR)

Share Share Capital Merger Exchange
capital premium reserve reserve reserve
R RDEE EXRfRE ARG ERf#E
Note $'000 $'000 $°000 $'000 $°000
k3 Fr Fr F Fr FI
Balance at 1 January 2011 RZE——F—-fF-Hz&t 85,181 9,046,775 (1,504,857) (1,683,920) 515,905
Profit for the year AEEEF - - - - -
Other comprehensive expense AFEEMEAES L
for the year, net of deferred tax R TE B IR - - - - 307,420
Total comprehensive expense 2EXHAE - - - - 307,420
Shares issued under BERRETEBRT 2RI
Share Option Scheme 83 4,830 - - -
Share options exercised 1R 38(a) - 1,616 - - -
Share options granted and vested RO RSBARE 38(a) - - - - -
Amortization arising from RERMREE 2 EH
Share Award Scheme 38(a) - - - - -
Transfer to retained profit for revoked {7 8B 3T 2 2 BUE R 5
shares under Share Award Scheme A RE & 36(a) - - - - -
Vested shares for Share Award Scheme {7 2B 31 8l 2 BB R (5 38(a) - - - - -
Acquisition of additional interests BANBRREMES 17/ii)
in subsidiaries 46(d)fii)
&l - - (560,200) - -
Deemed acquisition of additional BEABANBRAEIMER
interests in a subsidiary 46(b) - - 24,891 - -
Capital contribution made to mtEAREAER
subsidiaries - - = - =
At 31 December 2011 R-E-—%+-B=+-H 85,264 9,053,221 (2,040,175) (1,683,920) 823,325
Balance at 1 January 2010 WoZ-ZF-—A-A24&H 85,103 9,042,562 (1,504,857)  (1,683,920) 417,008
Profit for the year RELHH - - - - -
Other comprehensive income AEEEMEENE
for the year, net of deferred tax R E R IR - - - - 98,897
Total comprehensive income FENEER - - - - 98,897
Release upon disposal of REE—FARERARER
a subsidiary - - - - -
Shares issued under RERRET BRI RN
Share Option Scheme 78 3,187 - - -
Share options exercised 110 R 38(a) - 1,026 - - -
Share options granted and vested RO RSERRE 38(a) - - - - -
Amortization arising from RE RN REE 22 B
Share Award Scheme 38(a) - - - - -
Transfer to retained profit for revoked B 17 #2 )5t &1 2 UL 17
shares under Share Award Scheme A RR & 38(a) - - - - -
Vested shares for Share Award Scheme & 13 22 E) 5 8 2 R B3 38(a) - - - - -
At 31 December 2010 R-E-ZF+-B=+—-H 85,181 9,046,775 (1,504,857) (1,683,920) 515,905

Note: For the nature or purpose of reserves, please refer to note 38(c).

China Taiping Insurance Holdings Company Limited

2011 Annual Report

et BRREBENRILEE F2

HI KT #£38(c) ©



Consolidated Statement of Changes in EquityContinued)

REERBER (g

as at 31 December 2011

R-F——F+-f=+-A
(Expressed in Hong Kong dollars)
(LEBSR)
Shares
held for
Employee Share
share-based Award Attributable
Fair  compensation Scheme to owners Non-
value reserve AkH of the controlling
reserve R A REEE Revaluation Regulatory Retained Company interests
ANRERE ZEERE mEEZ reserve reserve profits FRARR HER Total
ik i R 1 EfhfHE EERE REEF iR RRE S B
$°000 $'000 $°000 $'000 $°000 $°000 $'000 $°000 $'000
FT Fr ¥ Fr F FT Fr ¥ Fr
488,542 101,747 (90,912) 123,190 - 5,630,736 12,712,387 5,769,486 18,481,873
- - - - - 495,305 495,305 424,547 919,852
(1,763,963) - - 206,056 - - (1,250,487) (1,008,306) (2,258,793)
(1,763,963) - - 206,056 - 495,305 (755,182) (583,759) (1,338,941)
- - - - - - 4,913 - 4,913
- (1,616) - - - - - - -
= 2,451 - - - = 2,451 - 2,451
= 5,445 = = = = 5,445 = 5,445
= (111) = = = 111 = = =
- (62,040) 57,534 - - 4,506 - - -
- - - - - - (560,209) 210,944 (349,265)
_ - - o - - 24,891 (24,891) =
- - - - - - - 67,571 67,571
(1,275,421) 45,876 (33,378) 329,246 - 6,130,658 11,434,696 5,439,351 16,874,047
471,321 81,625 (96,788) 100,096 1,977 3,382,684 10,296,711 5,041,118 15,337,829
- - - - - 2,244,793 2,244,793 408,674 2,653,467
17,221 - - 23,094 - - 139,212 319,694 458,906
17,221 - - 23,094 - 2,244,793 2,384,005 728,368 3,112,373
- - - - (1,977) 1,977 - - -
- - - - - - 3,265 - 3,265
- (1,026) - - - - - - -
- 4,296 - - - - 4,296 - 4,296
- 24,110 - - - - 24,110 - 24,110
- (922) - - - 922 - - -
- (6,336) 5,876 - - 460 - - -
488,542 101,747 (90,912 123,190 - 5,630,736 12,712,387 5,769,486 18,481,873
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Consolidated Statement of Cash Flows

n‘/—.r\/\IErﬁl)le%

for the year ended 31 December 2011
BE-F——F+ - A=+ —AUFE

(Expressed in Hong Kong dollars)

(BEMS) )
2011 2010
—E——F ZE—TF
Notes $°000 $°000
Mt &t Fr For
Operating activities KEERK
Profit before taxation B A5 A1 4 A 892,134 2,860,156
Adjustments for: TISEIEL A
— Depreciation of —MEREZETE
property and equipment 306,478 297,815
- Amortization of intangible assets —\m A EEH 141 -
— Surplus on revaluation of - REVESHAR
investment properties (195,241) (85,297)
- Employee share-based —URMNABERZ
compensation benefits EE®mERF 7,896 28,401
- Amortization of prepaid — B & R 8
lease payments 8,148 13,195
- Finance costs —%EH 565,529 353,264
- Dividend income — B A (298,096) (408,427)
— Interest income —F B U A (5,441,971) (3,786,369)
— Share of results of associates —E(REE N A A (251,499) (8,947)
— Loss/(gain) on disposal of —HEWERRE
property and equipment ‘iE (a) 467 (205)
— Gain on disposal of —HEREMERE
investment properties - (4,728)
— Net realized and unrealized —-BHEAHIER
gains on listed and unlisted REZEINEHA®
debt and equity securities EmEIEETEH R
classified as held-to-maturity N %ZE TR &
and available-for-sale RER W= 558 (54,433) (1,299,287)
— Write back of impairment loss — [l W) 5 R iR B R (B
of property and equipment (33,581) (8,172)
— Impairment on debt and — BB ERAFFRE
equity investments 799,149 183,990
- (Reversal)/recognition of — (E#) HERIR
impairment losses on EPEBERR
insurance debtors and H b FE IR R
other debtors B F R (2,336) 13,557
— Gain on disposal of a subsidiary —HE KB RARZ RS - (1,263,113)
Operating loss before changes in 2 EBE&E&H A 2 KL EE
working capital (3,697,215) (3,114,167)
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Consolidated Statement of Cash Flows Continued)
HERERER (£)

for the year ended 31 December 2011
BE-F——F+ A=+ —ALFE

(Expressed in Hong Kong dollars)

(BEMS) )
2011 2010
—E-——F —E-TF
Notes $°000 $'000
k3 Fr For
Decrease/(increase) in BEERSAEE
held-for-trading securities A (3B n) 394,727 (134,092)
Increase in insurance and REBE P & H M FE UL
other debtors B FX 32 N (409,284) (1,156,493)
Increase in insurance creditors and 47? B E BRI R B RS R
other payables and accrual }Equ K IE 4 N 1,586,703 877,749
Increase in provision for RN S FEEIE AN
outstanding claims 1,425,923 992,742
Increase in reinsurers’ DR T EE R E A
share of insurance contract AE LN
provisions (388,721) (173,332)
Decrease in policyholder account FHEREEEERZ
assets in respect of unit-linked 1%$TTEA R
products BERD 1,180,156 169,046
Decrease in investment REAGNABERD
contract liabilities (6,558,881) (103,696)
Increase in life insurance =REXaEEmMm
contract liabilities 27,180,640 27,543,048
Increase in unearned premium KREIBE(EEES LM
provisions 587,866 976,555
(Decrease)/increase in insurance REREES
protection fund CRA) /1 (16,416) 28,170
Increase in loans and advances B3R K MR TR 3 (491,413) (465,799)
Cash generated from operations KREEEFREE RS 20,794,085 25,439,731
Hong Kong Profits Tax paid and BT BB %R&
payment for purchase of BARBRENR
tax reserve certificates (44,426) (51,424)
Tax paid outside Hong Kong EAT BB AN IR (245,040) (59,148)
Tax paid 28 E (289,466) (110,572)
Net cash from REXBREEZ
operating activities BEFEEE 20,504,619 25,329,159

FEAFRBIERERADF]
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Consolidated Statement of Cash Flows Continued)
mERERER (&)

for the year ended 31 December 2011

BE—_F——FF+ - HA=+—HIFEF

(Expressed in Hong Kong dollars)
(LEBSR)

2011 2010
—E——F —E-FF
Notes $°000 $'000
k3 Fr For
Investing activities REXK
Increase in pledged deposits EEFERTHER
at banks 10 (27,064) (68,388)
Increase in statutory deposits /fmﬁ RIE AN (866,001) (339,537)
Increase in deposits REIBSHA=EA N E
at banks with original maturity Zﬂ?‘dﬂ? R38 hn
more than three months (6,025,433) (5,078,255)
(Increase)/decrease in amounts fEUEE A D F RIEA
due from group companies (& hn )/}UZ’J\ (20,091) 10,951
Payment for purchase of debt ﬁﬁ)\%ﬁiﬁﬁ% B3k e
securities classified as loans Mz EBEHMNR
and receivable (6,304,018) (1,905,009)
Payment for purchase of Eﬁ)\ﬁﬁ%i” HE
held-to-maturity debt securities BHATHK (18,947,053)  (22,447,290)
Proceeds from redemption of fE E RERINHER
held-to-maturity debt securities BHATEHE 1,090,110 187,754
Payment for purchase of B A BT 4 4 2 ]
available-for-sale securities (24,117,629) (33,583,459)
Proceeds from sale of HETHEERELFMBRE
available-for-sale securities 20,172,080 31,967,748
Increase in securities purchased B AREFEHIE M
under resale agreements (65,808) (32,561)
Interest income received B F B U A 5,029,573 3,131,826
Dividend income received B MBS A 298,096 408,427
Increase in securities sold under B Bl B 7E 53 0
repurchase agreements 9,788,909 3,223,858
Increase in deposit for BAMEZET 2 FE M
purchase of property - (738,375)
Payment for purchase of BAMERZBIR
property and equipment (372,562) (454,095)
Proceeds from sale of o W I SR B TS AR
property and equipment 3,590 23,551
Payment for purchase of BAKREMENK
investment properties (133,374) -
Proceeds from sale of HEREYEMSRIE
investment properties - 47,855
Payment for purchase of BABREENK
intangible assets (3,524) -
Capital distribution from associate iR/ = N i) 7,757 13,983
Cost of disposal of a subsidiary HE—RHEB AR ZHRA - (2,303)
Net cash inflow/(outflow) from HE—FBHBRAAZ
disposal of a subsidiary BEFRACrd) 1,267,914 (124,786)
Net cash used in investing activities BREXKHMBACESFE (19,224,528)  (25,758,105)
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Consolidated Statement of Cash Flows Continued)
HERERER (£)

for the year ended 31 December 2011
BE-F——F+ A=+ —ALFE

(Expressed in Hong Kong dollars)

(BEMS) )
2011 2010
=E-——F —T-TF
Notes $’000 $’000
it Fir Fir
Financing activities AL ESEE
(Decrease)/increase in amounts due EEH% A A RIFRIE
to group companies ) 1 (1,077,152) 26,753
Proceeds from shares issued ?*‘ﬁﬁx{ﬁ Fri8 5K 1A 4,913 3,265
Proceeds from interest-bearing BITEN B EEFEHRE
notes issued 370,050 4,348,166
Capital contributions made to FE 2 iR % 2R () FfT 8 A B
subsidiaries by non-controlling AAER
shareholders 67,571 -
Payment for acquiring BAKB QR EEIN
additional interest of TR
subsidiaries (110,832) -
Proceeds from sale of interest of HE—EREAEERE
a subsidiary FTiS 518 54,646 -
Interest paid TAFE (546,100) (321,389)
Net cash (used in)/from financing BEEB (BH) E4E 2
activities REFEE (1,236,904) 4,056,795
Effect of changes in exchange rates [ERE& /& 1,402,679 163,544
Net increase in cash and RekRESEEY
cash equivalents B FEE 1,445,866 3,791,393
Cash and cash equivalents R—A—HMEER
at 1 January HEZEEY 26 16,289,214 12,497,821
Cash and cash equivalents R+=—A=+—8%W
at 31 December BHERBESEZEY 26 17,735,080 16,289,214

The accompanying notes on pages 136 to 301 form an integral part of 551362301 B FT M i 5t B ARG B 75 3R R AKX
these consolidated financial statements. AR o
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Notes to the Consolidated Financial Statements
A EHRRME

(Expressed in Hong Kong dollars)
(BB SR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSTTBERRE

CHANGES IN ACCOUNTING POLICIES
FESHEE
(a) BOHIEH

Significant Accounting Policies

(a) Statement of compliance

These financial statements have been prepared in accordance
with the applicable Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”), and the applicable requirements of the Hong Kong
Companies Ordinance. The consolidated financial statements
also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited. A summary of the significant accounting
policies adopted by the Group is set out below.

(b) Basis of preparation of the financial statements

The consolidated financial statements comprise the Company
and its subsidiaries (together referred to as the “Group”).

The functional currency of majority number of operating
subsidiaries in the Group is RMB, the currency of the primary
economic environment in which the respective entities in the
Group operate. For the convenience of the consolidated financial
statements users, the consolidated financial statements are
presented in Hong Kong dollars.

The measurement basis used in the preparation of the financial
statements is the historical cost basis except that the following
assets and liabilities are stated at their fair value as explained
in the accounting policies set out below:

(i) investment properties;

(i) investments in debt and equity securities classified as
available-for-sale, other than those carried at cost less
impairment;

(iii) investments in debt and equity securities held-for-trading;

(iv) policyholder account assets in respect of unit-linked

products; and

(v) investment contract liabilities.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(b) Basis of preparation of the financial statements (Continued)

(c)

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on
historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which
form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future
periods.

Judgements made by management in the application of HKFRSs
that have significant effect on the financial statements and
estimates with a significant risk of material adjustment in the
following year are discussed in note 47.

Classification of contracts
(i) Insurance contracts

Contracts under which the Group accepts significant
insurance risk from another party (“the policyholder”)
by agreeing to compensate the policyholder or other
beneficiary if a specified uncertain future event (“the
insured event”) adversely affects the policyholder or other
beneficiary are classified as insurance contracts. Insurance
risk is risk other than financial risk that is transferred from
the holder of a contract to the issuer. Financial risk is
the risk of a possible future change in one or more of a
specified interest rate, security price, commodity price,
foreign exchange rate, index of prices or rates, credit rating
or credit index or other variable, provided in the case of
a non-financial variable that the variable is not specific to
a party of the contract.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)

(LOB#STR)

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(c) Classification of contracts (Continued)

(i

(i)

Insurance contracts (Continued)

Insurance risk is significant if, and only if, an insured event
could cause the Group to pay significant additional benefits.
Once a contract is classified as an insurance contract, it
remains classified as an insurance contract until all rights
and obligations are extinguished or have expired.

Some contracts of the Group have both the insurance and
investment components. These contracts are required to
be unbundled into the respective components as set out
in note 1(d)(ix).

Investment contracts
Insurance policies that are not considered insurance

contracts under HKFRS 4 are classified as investment
contracts, which are accounted for under HKAS 39.

(d) Recognition and measurement of contracts

()

Recognition of gross premiums written

Gross premiums written in respect of life insurance contracts
are recognized as revenue when due from the policyholders.
Gross premiums written from short-term accident and
health insurance contracts are recognized when written.

Gross premiums written in respect of property and casualty
insurance contracts are recognized as revenue when the
amount is determined, which is generally when the risk
commences.

Gross premiums written in respect of reinsurance contracts
reflect business written during the year, and exclude any
taxes or duties based on premiums. Premiums written
include estimates for “pipeline” premiums and adjustments
to estimates of premiums written in previous years.

Gross premiums written in respect of investment contracts
and the investment component of unbundled contracts
are accounted for as deposits and booked directly to a
liability account.

China Taiping Insurance Holdings Company Limited
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)

(LOB#STR)

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(d) Recognition and measurement of contracts (Continued)

(i7)

(iif)

(iv)

Life insurance contract liabilities

Life insurance contract liabilities, other than universal life
and unit-linked insurance contracts, are determined using
a gross premium approach plus a residual margin. Under
the gross premium approach, the assumptions used in
the actuarial valuation of life insurance contract liabilities
reflect the management’s assessment of the expected
best estimate of future policy cash flows subject to market
based allowance for risk. The residual margin is estimated
so that, after considering the effects of acquisition costs
related to the acquisition of new business, including but
not limited to commissions, underwriting, marketing and
policy issue expenses, no gain or loss will be recognized
on the initial recognition of the life insurance contract.
Profits are expected to emerge over the life of the insurance
contracts as the residual margins are released over the
life of the contracts in proportion to insurance policies in
force and allowance for risk is released.

Unearned premium provisions

The unearned premium provisions comprise the proportion
of gross premiums written which is estimated to be earned
in the following or subsequent financial years, computed on
a time-apportioned basis, adjusted if necessary to reflect
any variation in the incidence of risk during the period
covered by the contract.

Provision for outstanding claims

Provision for outstanding claims comprises provision for the
Group’s estimate of the ultimate cost of settling all claims
incurred but unpaid at the end of the reporting period,
whether reported or not, and related internal and external
claims handling expenses and an appropriate prudential
margin. Provision for outstanding claims is assessed by
reviewing individual claims and making allowance for claims
incurred but not yet reported, the effect of both internal
and external foreseeable events, such as changes in claims
handling procedures, inflation, judicial trends, legislative
changes and past experience and trends. Adjustments to
claims provisions established in prior years are reflected
in the consolidated financial statements for the year in
which the adjustments are made and disclosed separately
if material. The methods used, and the estimates made,
are reviewed regularly.

1

EEHBERREFTBRNE (#)

EEHEE(#)
(d) EXERRiTE (#F)

(i)

FRAEARE

mﬁMmﬁEﬁﬁuﬁﬁﬁﬁﬁ?
EI ERREEET - RBEEARR
/\Cd—#; ‘7'IZAAEI ,Z’jﬁf,\ i/ﬁ({ﬁﬁz
BRERREEEHRRRERST
SREL 2 EHRREMG - ARIKRT
GEERBERER - FHREZCE
BEIESHENAREKA @%ﬁ
TRREE AR THERER
REZEREK TﬁﬁéwﬁW?@
BB ERERIER G - ERRE
ZEREHNIRE BRE R ERIER
%WZ&M%H M IBE S EER
BHENERE -

(i) KINEIE (FEHE D

REBPEETEBESBEBEARRESD

R YSINEER S SR RT: )

BB RE R B D ETAHE - A K

ZoAFARE  URBE QARD
R EENEIME-

(iv) KAEEHE G

RAEREFHFBRRRAEERRE
HﬂﬁkE?iﬁr‘ﬁﬁS‘Zﬁ(TmEEE
FATR) A 2 B0 B SR A A8 B E R AN P iy
“E'H’Eﬂjﬁ’ﬂﬁgﬁ &Xﬁﬁﬂﬁﬂ*ﬁ&ﬁl\*ﬁﬂ
m&ﬁﬁ%ﬁﬁﬁu&/\‘ﬁﬂ’ﬂ%#ﬂﬂ &
1R REE SREEE - T AR /TM_
TT%V ]IiTE%‘*EfEF‘]*EF'%ﬁ&Eﬁ
7 WiIS&?I\iISTi‘Eﬁ%#(ZZD@*m
BIEEFE8 B REBE- i
FEHRBTLBREBEE)NE
REEE HRATTFES ?ﬁﬁ%{”ﬁ
Hjﬁﬁmﬁ%}zﬁ’\{”ﬁﬁiiimﬁifm
AYBHRER WBEX AHEE
;ﬁjﬁﬁ%ﬁﬁﬁ’]b‘i&ﬁﬁ{’ﬁﬁ =kt

PEAFRBIZERERAF

2011 F 5k




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(KB EZR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 EETHERERETBERRE (2)
CHANGES IN ACCOUNTING POLICIES (Continued)
Significant Accounting Policies (Continued) SETHEE (&)

(d) EXERRiTE (#F)
() RETEMLEHH

(d) Recognition and measurement of contracts (Continued)

(v) Liability adequacy test

(vi)

At the end of each reporting period, liability adequacy tests
are performed to determine if the life insurance contract
liabilities are adequate. Current best estimates of all future
contractual cash flows and related expenses, such as
claims handling expenses, and investment income from
assets backing the life insurance contract liabilities are used
in performing these tests. Any deficiency is recognized in
the income statement for the current year.

Provision is made for unexpired risks arising from property
and casualty insurance contracts and reinsurance contracts
where the expected value of claims and expenses
attributable to the unexpired periods of policies in force
at the end of the reporting period exceeds the unearned
premium provisions in relation to such policies. The
unexpired risk provision, which is included in provision
for outstanding claims at the reporting date, is calculated
by reference to classes of business which are managed
together, after taking into account the future investment
return on investments held to back the unearned premium
provisions and the unexpired risk provision.

Investment contracts liabilities

Investment contract liabilities of the Group include liabilities
arising from investment contracts that carry no significant
insurance risk and also investment components of universal
life contracts and unit-linked contracts that carry no
significant insurance risk.

The liability of the investment component of an unbundled
universal life contract is measured at amortized cost using
effective interest rate while the liability arising from unit-
linked contract is measured at fair value. The liability for
the insurance component is calculated as the excess, if
positive, of a gross premium liability over the account value.
The liabilities of the insurance component of universal
life contracts and unit-linked contracts are minimal and
accordingly, the entire contracts are classified as investment
contracts.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(LOBBSTR)

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(d) Recognition and measurement of contracts (Continued)

(vii) Policyholders’ benefits

Policyholders’ benefits include maturities, annuities,
surrenders, claims and claims handling expenses, and
policyholder dividend allocated in anticipation of a dividend
declaration. Maturity and annuity claims are recognized
as an expense when due for payment. Surrender claims
are recognized when paid. Claims are recognized when
notified but not settled and an estimate is made for claims
incurred but not reported at the reporting date. Policyholder
dividends are recognized when declared.

(viii) Embedded derivatives in insurance contracts

(ix)

x)

The Group has taken advantage of the exemptions available
in HKFRS 4, Insurance Contracts, not to separate and fair
value a policyholder’s option to surrender an insurance
contract for a fixed amount (or for an amount based on
a fixed amount and an interest rate) even if the exercise
price differs from the carrying amount of the host insurance
liability.

Unbundling

The Group unbundles the investment component of
insurance contracts when the Group can measure
separately the investment component. Receipts and
payments such as premiums, policy benefit and claims
relating to the investment component, except for the
policy fee income which is recognized in accordance with
HKAS 18, are not recognized in the consolidated income
statement but as financial assets and financial liabilities.
The financial assets or financial liabilities arising from the
investment component are accounted for under HKAS 39.

Reinsurance

The Group cedes insurance/reinsurance in the normal
course of business for the purpose of limiting its net
loss potential through the diversification of its risks.
Assets, liabilities, income and expense arising from ceded
insurance/reinsurance contracts are presented separately
from the assets, liabilities, income and expense arising from
the related insurance contracts because the reinsurance
arrangements do not relieve the Group from its direct
obligations to its policyholders.
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)

(LOB#STR)

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(d) Recognition and measurement of contracts (Continueq)

(x)

(xi)

Reinsurance (Continued)

Only contracts that give rise to a significant transfer of
insurance risk are accounted for as reinsurance contracts.
Rights under contracts that do not transfer significant
insurance risk are accounted for as financial instruments.

The benefits to which the Group is entitled under its
reinsurance contracts held are recognized as reinsurance
assets. These assets consist of balances due from
reinsurers, as well as other receivables (classified as
reinsurance assets) that are dependent on the expected
claims and benefits arising under related reinsured
insurance contracts. Amounts recoverable from or due
to reinsurers are measured consistently with the amounts
associated with the reinsured insurance contracts and in
accordance with the terms of each reinsurance contract.
Reinsurance liabilities are primarily premiums payable for
reinsurance contracts, which are recognized as an expense
when due.

Amounts due/recoverable under reinsurance and the
reinsurers’ share of insurance contract provisions are
assessed for impairment at end of each reporting period.
Such assets are deemed impaired if there is objective
evidence, as a result of an event that occurred after its
initial recognition, that the Group may not recover all
amounts due and that the event has a reliably measurable
impact on the amounts that the Group will receive from the
reinsurers. The impairment loss is calculated following the
same method used for financial assets held at amortized
cost and the carrying amount is reduced through the use
of an allowance account similar to insurance receivables.

Commission

Commission include both amounts paid or payable to
agents and brokers and amounts received or receivable
from reinsurers. Commission expense is accounted for
when paid or payable and therefore varies in line with
insurance premiums written.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

1 SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)
(e) Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during
the year, except those acquired under common control
combinations for which merger accounting method is used,
are included in the consolidated income statement from the
effective date of acquisition and up to the effective date of
disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group’s equity therein.

Allocation of total comprehensive income to non-controlling
interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts
of the Group’s interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the
non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognized directly in equity
and attributed to owners of the Company.
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Notes to the Consolidated Financial Statements (Continued)

e TSR MR (o

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (continued)

Significant Accounting Policies (Continued)

(e) Basis of consolidation (Continued)

()

When the Group loses control of a subsidiary, it (i) derecognises
the assets (including any goodwill) and liabilities of the subsidiary
at their carrying amounts at the date when control is lost,
(i) derecognises the carrying amount of any non-controlling
interests in the former subsidiary at the date when control is
lost (including any components of other comprehensive income
attributable to them), and (iii) recognises the aggregate of
the fair value of the consideration received and the fair value
of any retained interest, with any resulting difference being
recognise as a gain or loss in profit or loss attributable to the
Group. When assets of the subsidiary are carried at revalued
amounts or fair values and the related cumulative gain or loss
has been recognized in other comprehensive income and
accumulated in equity, the amounts previously recognized in
other comprehensive income and accumulated in equity are
accounted for as if the Group had directly disposed of the related
assets (i.e. reclassified to profit or loss or transferred directly
to retained earnings as specified by applicable HKFRSs). The
fair value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair value on
initial recognition for subsequent accounting under HKAS 39
Financial Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in
an associate or a jointly controlled entity.

In the Company’s statement of financial position, an investment
in a subsidiary is stated at cost less impairment losses (see
note 1(0)). The results of subsidiaries are accounted for by the
Company on the basis of dividends received or receivable.

Associates

An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a
joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee
but is not control or joint control over those policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using
the equity method of accounting, except when the investment
is classified as held for sale, in which case it is accounted for in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations. Under the equity method, investments
in associates are initially recognized in the consolidated
statement of financial position at cost and adjusted thereafter
to recognize the Group’s share of the profit or loss and other
comprehensive income of the associates. When the Group’s
share of losses of an associate exceeds the Group’s interest
in that associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment in the
associate), the Group discontinues recognizing its share of
further losses. Additional losses are recognized only to the extent
that the Group has incurred legal or constructive obligations
or made payments on behalf of the associate.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(LEHSR)

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERRETTBERNE (2)
CHANGES IN ACCOUNTING POLICIES (continued)
Significant Accounting Policies (Continued) FTESHEE (&)
(f) Associates (Continued) () BEL (&)

Any excess of the cost of acquisition over the Group’s share
of the net fair value of the identifiable assets, liabilities and
contingent liabilities of an associate recognized at the date of
acquisition is recognized as goodwill, which is included within
the carrying amount of the investment.

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognized
immediately in profit or loss.

The requirements of HKAS 39 are applied to determine whether
it is necessary to recognize any impairment loss with respect to
the Group’s investment in an associate. When necessary, the
entire carrying amount of the investment (including goodwill) is
tested for impairment in accordance with HKAS 36 /mpairment
of Assets as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs to sell) with its
carrying amount. Any impairment loss recognized forms part
of the carrying amount of the investment. Any reversal of that
impairment loss is recognized in accordance with HKAS 36
to the extent that the recoverable amount of the investment
subsequently increases.

Upon disposal of an associate that results in the Group losing
significant influence over that associate, any retained investment
is measured at fair value at that date and the fair value is
regarded as its fair value on initial recognition as a financial
asset in accordance with HKAS 39. The difference between the
previous carrying amount of the associate attributable to the
retained interest and its fair value is included in the determination
of the gain or loss on disposal of the associate. In addition,
the Group accounts for all amounts previously recognized in
other comprehensive income in relation to that associate on
the same basis as would be required if that associate had
directly disposed of the related assets or liabilities. Therefore,
if a gain or loss previously recognized in other comprehensive
income by that associate would be reclassified to profit or loss
on the disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss (as a
reclassification adjustment) when it loses significant influence
over that associate.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)

(KB EZR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 EETHERERETBERRE (2)
CHANGES IN ACCOUNTING POLICIES (continued)
Significant Accounting Policies (Continued) ZETHE (&)
(f) Associates (Continued) () BELA (&)

When a group entity transacts with its associate, profits and i — & H Igﬁféﬁiﬁﬁﬁﬁg’“ AR 5 BiZ

losses resulting from the transactions with the associate are ERARGMEE 2B R @EfH Hur
recognized in the Group’ consolidated financial statements only %’A 72*&*ﬁniﬁi$’i BEEANBERLT 4
to the extent of interests in the associate that are not related SUEAEEZGRAMBEHRERER -

to the Group.

In the Company’s statement of financial position, its investments KRR BEHRARA TR E R AN
in associates are stated at cost less impairment losses (see ‘- %?ﬁzﬁk$ﬂ?§/ﬂi@)\ﬁﬁ (2F K=
note 1(0)). The results of associates are accounted for by the 1(0)) e AR TH—J GBERAICEBEIEE W
Company on the basis of dividends received or receivable. N e Wi B BR

(9) ¥BEHREE

(9) Business combinations and goodwill
EHEEV

U S 75 IR AU R AR » 275 A b
ZWBEBRERAABENE MtE
TERAKEMEECEE AKHE
ﬁﬁ%%ﬁﬁh%?izﬁﬁ&K%

IR IR TS 2 IR IR T 2 X
%Zwﬁ BRKBZERRELR
BRANERP

(i)  Business combinations (i)

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values
of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are
generally recognized in profit or loss as incurred.

PTEE 2 Pl Rl B E R TR 2 BLE
TR IE R A EERER AT

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognized at their fair value at

the acquisition date, except that: &SR A

— deferred tax assets or liabilities and liabilities or — RIEHIBEESBERESRN
assets related to employee benefit arrangements are LZHEFFEEAZ EESRABED AR
recognized and measured in accordance with HKAS ARG ERIE1257 A7 1 f S

12 Income Taxes and HKAS 19 Employee Benefits 1955 E 5 78 FITER MET £

respectively;

liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date; and

assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Noncurrent
Assets Held for Sale and Discontinued Operations are
measured in accordance with that Standard.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)
(g) Business combinations and goodwill (Continued)
(i) Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of
the acquirer’s previously held equity interest in the acquiree
(if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. If,
after assessment, the net of the acquisition-date amounts
of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the
amount of any non-controlling interests in the acquiree and
the fair value of the acquirer’s previously held interest in
the acquiree (if any), the excess is recognized immediately
in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the entity’s net assets in the event of liquidation may
be initially measured either at fair value or at the non-
controlling interests’ proportionate share of the recognized
amounts of the acquiree’s identifiable net assets. The
choice of measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling interests
are measured at their fair value or, when applicable, on
the basis specified in another Standard.

Where the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration arrangement, the
contingent consideration is measured at its acquisition-
date fair value and considered as part of the consideration
transferred in a business combination. Changes in the
fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments being
made against goodwill or gain on bargain purchase.
Measurement period adjustments are adjustments that
arise from additional information obtained during the
measurement period (which cannot exceed one year from
the acquisition date) about facts and circumstances that
existed as of the acquisition date.
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)
(g) Business combinations and goodwill (Continued)
(i) Business combinations (Continued)

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement
is accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured
at subsequent reporting dates in accordance with HKAS
39, or HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets, as appropriate, with the corresponding
gain or loss being recognized in profit or loss.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control), and the resulting
gain or loss, if any, is recognized in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition
date that have previously been recognized in other
comprehensive income are reclassified to profit or loss
where such treatment would be appropriate if that interest
were disposed of.

Changes in the value of the previously held equity
interest recognized in other comprehensive income and
accumulated in equity before the acquisition date are
reclassified to profit or loss when the Group obtains control
over the acquiree.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), or additional assets or liabilities are
recognized, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date
that, if known, would have affected the amounts recognized
as of that date.

Business combinations achieved in stages are accounted
for as separate steps. Goodwill is determined at each step.
Any additional acquisition does not affect the previously
recognized goodwill.
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Notes to the Consolidated Financial Statements (Continued)

e ISR ERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

1 SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)
(g) Business combinations and goodwill (Continued)

(i) Merger accounting for business combination involving
entities under common control

The consolidated financial statements incorporate the
financial statements items of the combining entities or
businesses in which the common control combination
occurs as if they had been combined from the date when
the combining entities or businesses first came under the
control of the controlling party.

The net assets of the combining entities or businesses
are consolidated using the existing book values from the
controlling parties’ perspective. No amount is recognized
in respect of goodwill or excess of acquirer’s interest in
the net fair value of acquiree’s identifiable assets, liabilities
and contingent liabilities over cost at the time of common
control combination, to the extent of the continuation of
the controlling party’s interest.

The consolidated income statement includes the results
of each of the combining entities or businesses from the
earliest date presented or since the date when the combining
entities or businesses first came under the common control,
where this is a shorter period, regardless of the date of
the common control combination.

The comparative amounts in the consolidated financial
statements are presented as if the entities or businesses
had been combined at the previous reporting period or
when they first came under common control, whichever
is shorter.

(i) Acquisition of additional interest in subsidiaries

On acquisition of additional interest in subsidiaries, the
difference between the cost of additional interest acquired
and the decrease in the carrying amount of the non-
controlling interest is recorded in capital reserve.

(iv) Gooawill

Goodwill arising on an acquisition of a business or a jointly
controlled entity (which is accounted for using proportionate
consolidation) is carried at cost less accumulated
impairment losses, if any, and is presented separately in
the consolidated statement of financial position.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)
(g) Business combinations and goodwill (Continued)
(iv) Gooawill (Continued)

For the purposes of impairment testing, goodwill is allocated
to each of the relevant cash-generating units, or groups of
cash-generating units, that are expected to benefit from
the synergies of the acquisition.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, and whenever there is an
indication that the unit may be impaired. For goodwiill arising
on an acquisition in a financial year, the cash-generating
unit to which goodwill has been allocated is tested for
impairment before the end of that reporting period. If the
recoverable amount of the cash-generating unit is less
than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of
the unit pro rata on the basis of the carrying amount of
each asset in the unit. Any impairment loss for goodwill
is recognized directly in profit or loss in the consolidated
income statement. An impairment loss for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill capitalized is included in the
determination of the amount of profit or loss on disposal.

(v) Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are
identified and recognized separately from goodwill where
they satisfy the definition of an intangible asset and their
fair values can be measured reliably. The cost of such
intangible assets is their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets with
indefinite useful lives are carried at cost less any subsequent
accumulated impairment losses (see note 1 (0)).
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)

(KB EZR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSTBERRE (2)
CHANGES IN ACCOUNTING POLICIES (continued)
Significant Accounting Policies (Continued) FEESHEE (&)

(h) EERKAEFKE

(h) Investments in debt and equity securities

Investments in debt and equity securities are initially measured
at fair value, which is their transaction price unless fair value

can

be more reliably estimated using valuation techniques

whose variables include only data from observable markets.
Attributable transaction costs are included in the fair value,
except where indicated otherwise below. These investments
are subsequently accounted for as follows, depending on their
classification:

(1)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss has two
subcategories, including financial assets held-for-trading
and those designated as at fair value through profit or loss
on initial recognition.

A financial asset is classified as held-for-trading if:

(1) it has been acquired principally for the purpose of
selling in the near future; or

(2) it is a part of an identified portfolio of financial
instruments that the Group manages together and has
a recent actual pattern of short-term profit-taking; or

(3) it is a derivative that is not designated and effective
as a hedging instrument.

A financial asset other than a financial asset held-for-
trading may be designated as at fair value through profit
or loss upon initial recognition if:

(1) such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

(2) the financial asset forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that basis;
or

(8) it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated
as at fair value through profit or loss.
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)

(LOB#STR)

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(h) Investments in debt and equity securities (Continued)

(1)

(i7)

(iii)

Financial assets at fair value through profit or loss
(Continued)

At the end of each reporting period subsequent to initial
recognition, financial assets at fair value through profit or
loss are measured at fair value, with changes in fair value
recognized directly in profit or loss in the period in which
they arise. The net gain or loss recognized in profit or loss
excludes any dividend or interest earned on the financial
assets and is included in the net unrealized investment
gains/(losses) in the consolidated income statement.

Held-to-maturity securities

Debt securities that the Group and/or the Company have
the positive ability and intention to hold to maturity, with
fixed or determinable payments and fixed maturities are
classified as held-to-maturity securities. Held-to-maturity
securities are stated in the statement of financial position
at amortized cost using effective interest method less
impairment losses (see note 1(0)).

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. At end of each reporting period
subsequent to initial recognition, loans and receivables
are carried at amortized cost using the effective interest
method, less any identified impairment losses (see note

1(0)).

(iv) Available-for-sale securities

Investments in securities which do not fall into any of
the above categories are classified as available-for-sale
securities. At the end of each reporting period the fair value is
remeasured, with any resultant gain or loss being recognized
directly in other comprehensive income and accumulated
in fair value reserve, except for foreign exchange gains
and losses resulting from changes in the amortized cost
of monetary items such as debt securities which are
recognized directly in the income statement. Where these
investments are interest-bearing, interest calculated using
the effective interest method is recognized in the income
statement and included in “net investment income”. When
these investments are derecognized or impaired (see note
1(0)), the cumulative gain or loss previously accumulated in
the fair value reserve is reclassified to income statement.
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(h) Investments in debt and equity securities (Continued)

(i)

Investments in equity securities that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured are recognized in the statement of financial
position at cost less impairment losses (see note 1(0)).

All regular way purchases or sales of investments in debt and
equity securities are recognized and derecognized on a trade
date basis.

The effective interest method is a method of calculating the
amortized cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset,
or, where appropriate, a shorter period to the net carrying
amount of the financial asset on initial recognition.

Sales and repurchases/purchases and resale agreements

Securities sold under repurchase agreements represent short-
term financing arrangements secured by the securities sold.
The securities remain on the statement of financial position
and a liability is recorded in respect of the consideration
received. Interest is calculated based upon the effective interest
method. The “securities sold under repurchase agreements”
liabilities are carried in the statement of financial position
at amortized cost. Conversely, securities purchased under
resale agreements represent short-term lending arrangements
secured by the securities purchased. The securities purchased
are not recognized as financial assets on the statement of
financial position and the consideration paid is recorded as
“securities purchased under resale agreements” and carried in
the statement of financial position at amortized cost. Interest
is calculated using the effective interest method.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

()

(k)

Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest to earn rental income
and/or for capital appreciation. These include land held for a
currently undetermined future use.

Investment properties are stated in the statement of financial
position at fair value. Any gain or loss arising from a change in
fair value or from the retirement or disposal of an investment
property is recognized in the income statement. Rental income
from investment properties is accounted for as described in
note 1(v)(iv).

When the Group holds a property interest under an operating
lease to earn rental income and/or for capital appreciation,
the interest is classified and accounted for as an investment
property on a property-by-property basis. Any such property
interest which has been classified as an investment property is
accounted for as if it was held under a finance lease, and the
same accounting policies are applied to that interest as are
applied to other investment properties leased under finance
leases.

Property and equipment

Property and equipment including buildings and leasehold
land (classified as finance leases) held for use in supply of
services, or for administrative purposes are stated at cost less
subsequent accumulated depreciation and impairment losses
(see note 1(0)).

Gains or losses arising from the retirement or disposal of an
item of property and equipment are determined as the difference
between the net disposal proceeds and the carrying amount
of the item and are recognized in the consolidated income
statement on the date of retirement or disposal.

Depreciation is recognized to write off the cost of items of
property and equipment, less their estimated residual value, if
any, using the straight-line method over their estimated useful
lives as follows:

— Land and buildings are depreciated over the shorter of the
unexpired term of lease and their estimated useful lives,
being no more than 50 years after the date of completion.

—  Other fixed assets 3 — 6 years
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(k) Property and equipment (Continued)

)

Where parts of an item of property and equipment have different
useful lives, the cost or valuation of the item is allocated on a
reasonable basis between the parts and each part is depreciated
separately. Both the useful life of an asset and its residual
value, if any, are reviewed annually.

If an item of property and equipment becomes an investment
property because its use has changed as evidenced by end
of owner-occupation, any difference between the carrying
amount and the fair value of that item at the date of transfer is
recognized in other comprehensive income and accumulated
in property revaluation reserve. On the subsequent sale or
retirement of the asset, the relevant revaluation reserve will be
transferred directly to retained profits.

Prepaid lease payments and buildings under construction

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in
which case the entire lease is classified as an operating lease.
Specifically, the minimum lease payments (including any lump-
sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element
of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortized
over the lease term on a straight-line basis except for those
that are classified and accounted for as investment properties
under the fair value model. When the lease payments cannot
be allocated reliably between the land and building elements,
the entire lease is generally classified as a finance lease and
accounted for as property and equipment.

Properties in the course of construction for administrative
purposes are carried at cost, less any recognized impairment
loss. Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance with the
Group’s accounting policy. Such properties are classified to
the appropriate categories of property and equipment when
completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(m) Insurance debtors, other debtors and amounts due from

(n)

(o)

group companies

Insurance debtors, other debtors and amounts due from group
companies are initially recognized at fair value and thereafter
stated at amortized cost using effective interest method less
allowance for impairment (see note 1(0)), except where the
receivables are interest-free or the effect of discounting would
be immaterial. In such cases, the receivables are stated at cost
less allowance for impairment.

Insurance creditors and amounts due to group companies

Insurance creditors and amounts due to group companies
are initially recognized at fair value and thereafter stated at
amortized cost using effective interest method unless the effect
of discounting would be immaterial, in which case they are
stated at cost.

The effective interest method is a method of calculating the
amortized cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
through the expected life of the financial liabilities, or, where
appropriate, a shorter period to the net carrying amount of the
liability on initial recognition.

Impairment of assets

(i) Impairment of financial assets other than those at fair value
through profit or loss

Financial assets other than those at fair value through
profit or loss are reviewed at the end of each reporting
period to determine whether there is objective evidence
of impairment. Objective evidence of impairment includes
observable data that comes to the attention of the Group
about one or more of the following loss events:

— significant financial difficulty of the debtor;

— abreach of contract, such as a default or delinquency
in interest or principal payments;

- it becoming probable that the debtor will enter
bankruptcy or other financial reorganization;

— significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor; and

— a significant or prolonged decline in the fair value of
an investment in an equity instrument below its cost.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(o) Impairment of assets (Continued)

(i) Impairment of financial assets other than those at fair value
through profit or loss (Continued)

If any such evidence exists, any impairment loss is
determined and recognized as follows:

For unquoted equity securities carried at cost, the
impairment loss is measured as the difference between
the carrying amount of the financial asset and the
estimated future cash flows, discounted at the current
market rate of return for a similar financial asset where
the effect of discounting is material. Impairment losses
for equity securities are not reversed.

For insurance and other debtors and other financial
assets carried at amortized cost, the impairment loss
is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows, discounted at the financial asset’s
original effective interest rate (i.e. the effective interest
rate computed at initial recognition of these assets),
where the effect of discounting is material.

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked
objectively to an event occurring after the impairment
loss was recognized, the impairment loss is reversed
through the income statement. A reversal of an
impairment loss shall not result in the asset’s carrying
amount exceeding that which would have been
determined had no impairment loss been recognized
in prior years.

For available-for-sale securities, the cumulative
loss that has been recognized directly in other
comprehensive income and accumulated in fair
value reserve is removed from fair value reserve
and is recognized in the income statement when
the available-for-sale securities are disposed of or
are determined to be impaired. The amount of the
cumulative loss that is recognized in the income
statement is the excess of the acquisition cost (net
of any principal repayment and amortization) over the
current fair value, less any impairment loss on that
asset previously recognized in the income statement.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSTBERRE (2
CHANGES IN ACCOUNTING POLICIES (Continued)

FEEHHE (&)
(o) BEEWEME (#)

() FAEERmARRASIEENZ M

Significant Accounting Policies (Continued)
(o) Impairment of assets (Continued)

(i) Impairment of financial assets other than those at fair value
through profit or loss (Continued)

Impairment losses recognized in the income statement
in respect of available-for-sale equity securities are
not reversed through the income statement. Any
subsequent increase in the fair value of such assets
is recognized directly in other comprehensive income
and accumulated in fair value reserve.

Impairment losses in respect of available-for-sale debt
securities are reversed if the subsequent increase
in fair value can be objectively related to an event
occurring after the impairment loss was recognized.
Reversals of impairment losses in such circumstances
are recognized in the income statement.

For certain categories of financial assets, such as
insurance and other debtors, assets that are assessed
not to be impaired individually are subsequently
assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of
receivables could include the Group’s past experience
of collecting payments, an increase in the number of
delayed payments in the portfolio past the average
credit period and observable changes in national or
local economic conditions that correlate with default
on receivables.

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of insurance and other debtors,
where the carrying amount is reduced through the
use of an allowance account. Changes in the carrying
amount of the allowance account are recognized in
income statement. When an insurance or other debtor
is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of
amounts previously written off are credited to income
statement.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(LBHSTR)

1 SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(o) Impairment of assets (Continued)

(i) Impairment of other assets

Internal and external sources of information are reviewed
at the end of each reporting period to identify indications
that the following assets may be impaired:

property and equipment;

reinsurers’ share of insurance contract provisions;
investments in subsidiaries and associates;
intangible asset; and

goodwill.

If any such indication exists, the asset’s recoverable amount
is estimated. In addition, for intangible asset and goodwill,
the recoverable amount is estimated annually whether or
not there is any indication of impairment.

(i

(i)

Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its fair value less cost to sell and value in use. In
assessing value in use, the estimated future cash
flows are discounted to their present value using a
pre-tax discount rate that reflects current market
assessments of time value of money and the risks
specific to the asset. Where an asset does not generate
cash inflows largely independent of those from other
assets, the recoverable amount is determined for the
smallest group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognized in the income
statement whenever the carrying amount of an asset,
or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment losses
recognized in respect of cash-generating units are
allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit (or group
of units) and then, to reduce the carrying amount of
the other assets in the unit (or group of units) on a pro
rata basis, except that the carrying value of an asset
will not be reduced below its individual fair value less
costs to sell, or value in use, if determinable.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSETBERRE (2)
CHANGES IN ACCOUNTING POLICIES (Continued)

FESTEER(F)
(o) BEERE (&)
(i) B EERE (E)
(iii) - Bt 1B 5]

Significant Accounting Policies (Continued)
(o) Impairment of assets (Continued)
(i) Impairment of other assets (Continued)

(i) Reversals of impairment losses

In respect of assets other than goodwill, an impairment
loss is reversed if there has been a favourable change
in the estimates used to determine the recoverable
amount. An impairment loss in respect of goodwill is

REEINEREE  WEAR
EEA WA S B EETEEEGT
B RIRE S BT -8
BB AR AR E o

not reversed.

WEF IR BREZEENKRE
18 - JEANIE R D1 AT 4F TR o%

A reversal of an impairment loss is limited to the asset’s
carrying amount that would have been determined had
no impairment loss been recognized in prior years. EREREFREWERNF
Reversals of impairment losses are credited to the Eit ABmE-

income statement in the year in which the reversals

are recognized.

() BERELZEY

RekReEEMERRITAEFRSE
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BERMTE REXEEENIRITE
XHERAEENRSEEN 0 TH
HAREREXRMAARERESEE

(p) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts that
are repayable on demand and form an integral part of the
Group’s cash management are also included as a component of

cash and cash equivalents for the purpose of the consolidated Y —aB15 o
statement of cash flows.
(q) Interest-bearing borrowings (q) EEEH
Interest-bearing borrowings are recognized initially at fair ENEEBRERVERSIZALEBR

J
EREZZER RNERR BNEE
TR SE R AN DI B - T A ) AR B AR B P
BIE(E 2 Z8 WA MM RTTEFENE
RHAERERTER -

value less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at amortized
cost with any difference between the amount initially recognized
and redemption value being recognized in the income statement
over the period of the borrowings using the effective interest

method.
(r) Short term employee benefits and contributions to defined () BEEESEFREGELRIKMEEHE
contribution retirement plans &

HEBRENREERNTF S FEIE
A BFEY - CRTE RN ERG B R
RIEEEMHMNEARY R EFEN o fid
BEMRENRRERMmEEATE
AZEEBRIUNERET K.

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of non-
monetary benefits are accrued in the year in which the associated
services are rendered by employees. Where payment or
settlement is deferred and the effect would be material, these
amounts are stated at their present values.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(KB EZR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSETBERRE (2)
CHANGES IN ACCOUNTING POLICIES (Continued)
Significant Accounting Policies (Continued) FEESHEE (&)

(s) FIZ#H

(s) Income tax

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or
expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end
of the reporting period.

Deferred tax is recognized on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are generally
recognized for all taxable temporary differences. Deferred tax
assets are generally recognized for all deductible temporary
difference to the extent that it is probable that taxable profits
will be available against which those deductible temporary
differences can be utilized. Such assets and liabilities are not
recognized if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests are
only recognized to the extent that it is probable that there will
be sufficient taxable profits against which to utilize the benefits
of the temporary differences and they are expected to reverse
in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of the reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(s)

)

(u)

Income tax (Continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability
is settled or the asset is realized, based on tax rate (and tax
laws) that have been enacted or substantively enacted by the
end of the reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

Current and deferred tax is recognized in profit or loss,
except when it relates to items that are recognized in other
comprehensive income or directly in equity, in which case,
the current and deferred tax is also recognized in other
comprehensive income or directly in equity respectively. When
current tax or deferred tax arises from initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.

Provisions and contingent liabilities

Provisions are recognized when the Group has a present
obligation as a result of a past event, and it is probable that the
Group will be required to settle that obligation, and a reliable
estimate can be made of the amount of the obligation. Provisions
are measured at the best estimate of the consideration required
to settle the present obligation at the end of the reporting period,
taking into account the risks and uncertainties surrounding
the obligation. Where a provision is measured using the cash
flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the
effect of the time value of money is material).

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events,
are also disclosed as contingent liabilities unless the probability
of outflow of economic benefits is remote.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(LBHSTR)

1 SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(v) Revenue recognition

Provided it is probable that the economic benefits will flow
to the Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognized in the income
statement as follows:

(1)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

Gross premiums written from insurance contracts

The accounting policies for the recognition of revenue from
insurance contracts are disclosed in note 1(d).

Policy fee income

Fees from investment contracts or investment components
of insurance contracts are recognized in the period in
which the services are provided.

Commission income

Commission income is recognized as revenue when
received or receivable from reinsurers.

Rental income from operating leases

Rental income receivable under operating leases is
recognized in the income statement in equal installments
over the periods covered by the lease term, except where
an alternative basis is more representative of the pattern
of benefits to be derived from the use of the leased asset.
Lease incentives granted are recognized in the income
statement as an integral part of the aggregate net lease
payments receivable. Contingent rentals are recognized as
income in the accounting period in which they are earned.

Income from asset management, insurance intermediary
and pension businesses

Income from asset management, insurance intermediary
and pension businesses are recognized when the service
is rendered.

Dividends

Dividend income from investments is recognized when the
shareholder’s right to receive payment is established.

Interest income

Interest income is recognized as it accrues using the
effective interest method.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(KB EZR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSETBERRE (2)
CHANGES IN ACCOUNTING POLICIES (Continued)
Significant Accounting Policies (Continued) FEESHEE (&)

(w) SERE

(w) Translation of foreign currencies

Foreign currency transactions during the year are translated into
the functional currencies of respective entities in the Group at
the exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies are
translated into the functional currencies of respective entities
in the Group at the exchange rates ruling at the end of the
reporting period. Exchange gains and losses are recognized
in the income statement.

Non-monetary assets and liabilities that are measured in terms
of historical cost in a foreign currency are translated into the
functional currencies of respective entities in the Group using
the foreign exchange rates ruling at the transaction dates.
Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated into the
functional currency of respective entities in the Group using the
foreign exchange rates ruling at the dates the fair value was
determined. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included in profit
or loss for the period except for exchange differences arising
on the retranslation of non-monetary items in respect of which
gains and losses are recognized directly in other comprehensive
income, in which cases, the exchange differences are also
recognised directly in other comprehensive income.

The results of operations outside Hong Kong are translated
into the Group’s presentation currency (i.e. Hong Kong dollars)
at approximately the average exchange rates for the year.
Statement of financial position items are translated into Hong
Kong dollars at the foreign exchange rates ruling at the end of
the reporting period. The resulting exchange differences are
recognized directly in a separate component of equity.

On the disposal of an operation outside Hong Kong (i.e. a
disposal of the Group’s entire interest in an operation outside
Hong Kong, or a disposal involving loss of control over a
subsidiary that includes an operation outside Hong Kong,
or a disposal involving loss of significant influence over an
associate that includes an operation outside Hong Kong), all of
the exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company are
reclassified to profit or loss. In addition, in relation to a partial
disposal that does not result in the Group losing control over a
subsidiary that includes an operation outside Hong Kong, the
proportionate share of accumulated exchange differences are
reattributed to non-controlling interests and are not recognized
in profit or loss. For all other partial disposals (i.e. partial
disposals of associates that do not result in the Group losing
significant influence or joint control), the proportionate share of
the accumulated exchange differences is reclassified to profit
or loss.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

1 SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)

(x)

)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets, until such time as the assets are substantially
ready for their intended use or sale.

Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalization.

All other borrowing costs are recognized in profit or loss in the
period in which they are incurred.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognized in the profit
or loss on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the
leased asset and recognized as an expense on a straight-line
basis over the lease term.

The Group as lessee

Assets held under finance leases are recognized as assets of
the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
consolidated statement of financial position as a finance lease
obligation. Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to achieve
a constant rate of interest on the remaining balance of the
liability. Finance expenses are recognized in profit or loss, unless
they are directly attributable to qualifying assets, in which case
they are capitalized in accordance with the Group’s policy on
borrowing costs (see the accounting policy above). Contingent
rentals are recognized as an expense in the period in which
they are incurred.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(KB EZR )

1 SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSTBERRE (2
CHANGES IN ACCOUNTING POLICIES (Continued)
Significant Accounting Policies (Continued) FTESHEE (&)
(v) Leasing (Continued) v) HE (#&)

The Group as lessee (Continued)

Operating lease payments are recognized as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are recognized
as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognized as a liability.
The aggregate benefit of incentives is recognized as a reduction
of rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

(z) Share based payment transactions

(1)

Share Option Scheme and Share Award Scheme

The fair value of share options and awarded shares granted
to employees in an equity-settled share based payment
transaction is recognized as an employment cost with
a corresponding increase in the employee share-based
compensation reserve within equity. In respect of share
options, the fair value is measured at grant date using the
Black Scholes pricing model, taking into account the terms
and conditions upon which the options were granted. In
respect of awarded shares, the fair value is based on the
closing price at the grant date. Where the employees have
to meet vesting conditions before becoming unconditionally
entitled to the share options and awarded shares, the total
estimated fair value of the share options and awarded shares
is spread over the vesting period, taking into account the
probability that the share options and awarded shares will
vest.

During the vesting period, the number of share options and
awarded shares that is expected to vest is reviewed. Any
adjustment to the cumulative fair value recognized in prior
years is charged/credited to the income statement for the
year of the review, with a corresponding adjustment to the
employee share-based compensation reserve. On vesting
date, the amount recognized as an expense is adjusted to
reflect the actual number of share options and awarded
shares that vest (with a corresponding adjustment to the
employee share-based compensation reserve).
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

1

SIGNIFICANT ACCOUNTING POLICIES AND
CHANGES IN ACCOUNTING POLICIES (Continued)

Significant Accounting Policies (Continued)
(z) Share based payment transactions (Continued)

(i)  Share Option Scheme and Share Award Scheme
(Continueqd)

The equity amount for the share options is recognized in
the employee share-based compensation reserve until
either the option is exercised (when it is transferred to the
share premium account) or the option expires (when it is
released directly to retained profits).

(i) Shares held for Share Award Scheme

Where the shares of the Company are acquired under the
Share Award Scheme, the consideration paid, including
any directly attributable incremental costs, is presented
as “Shares held for Share Award Scheme” and deducted
from total equity.

When the awarded shares are transferred to the awardees
upon vesting, the related weighted average cost of the
awarded shares vested are credited to “shares held for
Share Award Scheme”, and the related employment costs
of the awarded shares vested are debited to the employee
share-based compensation reserve. The difference
between the related weighted average cost and the related
employment costs of the awarded shares is transferred
to retained profits.

Where the shares held for Share Award Scheme are revoked
and the revoked shares are disposed of, the related gain
or loss is transferred to retained profits, and no gain or
loss is recognized in the income statement.

Where the cash or non-cash dividend distribution is declared
in respect of the shares held for Share Award Scheme, the
cash or fair value of the non-cash dividend is transferred
to retained profits, and no gain or loss is recognized in
the income statement.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

SIGNIFICANT ACCOUNTING POLICIES AND 1 FESTHERSETBERRE (2)
CHANGES IN ACCOUNTING POLICIES (continued)
Changes in Accounting Policies e mENE

In the current year, the Group has applied the following new and
revised Standards, Amendments and Interpretation (“new and
revised HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”).

REE AEECEATIAEEGMAE
B 2 ¥ R ARERT R B ET R (3 &
RIEFTBBH B REEA]) -

HKFRSs (Amendments)
BRMBmELER (EFT)

HKAS 24 (Revised 2009)
FE B SR E 2458 (20091 5T)

HKAS 32 (Amendments)
BB G ERIE325% (1B85])

HK(FRIC) - Int 14 (Amendments)
HE (BRI BRELENREZES)RE
—E1445 (1BEFT)

HK(IFRIC) - Int 19
BX (BB BHREENREZEZ ) RE
—F1915

Improvements to HKFRSs issued in 2010
RIZB-—TF@EMN 2 BEMBRE LN BOE

Related Party Disclosures

BEANLTZHE

Classification of Rights Issues
A D8

Prepayments of Minimum Funding Requirement

RIEEARRE 2 BN IR

Extinguishing Financial Liabilities with Equity Instruments
BIURmTIANEESRAR

Except as described below, the application of the new and revised
HKFRSs in the current year has had no material impact on the
Group’s financial performance and positions for the current and
prior years and/or on the disclosures set out in these consolidated
financial statements.

HKAS 24 Related Party Disclosures (Revised 2009)

HKAS 24 Related Party Disclosures (Revised 2009) has been revised
on the following two aspects:

(@) introduces a partial exemption from the disclosure requirements
for government related entities; and

(b) has changed the definition of a related party.

In its annual consolidated financial statements for the year ended 31
December 2010, the Group had early applied the partial exemption
from the disclosure requirements for government related entities. In
the current year, the Group has applied for the first time the revised
definition of a related party as set out in HKAS 24 (Revised 2009).
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT

(a)

(b)

Risk management objectives, policies and processes for
mitigating insurance risk

The Group is principally engaged in the underwriting of life
insurance business in the PRC, property and casualty insurance
business in the PRC and Hong Kong and reinsurance business
around the world. The Group’s management of insurance and
financial risk is a critical aspect of the business. Insurance
risks are managed through the application of various policies
and procedures relating to underwriting, pricing, claims and
reinsurance as well as experience monitoring.

The Group uses several methods to assess and monitor
insurance risk exposures both for individual types of risks
insured and overall risks. These methods include internal
risk measurement models, sensitivity analyzes and scenario
analyzes.

The theory of probability is applied to the pricing and provisioning
for a portfolio of insurance contracts. The principal risk is that
the frequency and severity of claims is greater than expected.
Insurance events are, by their nature, random, and the actual
number and size of events during any year may vary from those
estimated using established statistical techniques.

Underwriting strategy
Life insurance business

The Group operates its life insurance business in the PRC’s life
insurance market, offering a wide range of insurance products
covering different types of individual and group life insurance,
health insurance, accident insurance and annuity. With regard
to the control of quality of the insurance polices underwritten,
the Group has formulated strict operational procedures on
underwriting and claims settlement to control risks on insurance
underwriting.

Property and casualty insurance business

The Group is engaged in the underwriting of property and
casualty insurance business in the PRC and Hong Kong. The
Group focuses its property and casualty insurance business by
offering a wide range of insurance products covering different
types of property insurance (including compulsory motor
insurance), liability insurance, credit insurance, guarantee
insurance business and short-term accident and health
insurance and the related reinsurance business. The Group has
formulated strict operational procedures on underwriting and
claims settlement to control risks on insurance underwriting.

(@)

(b)
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

(b)

(c)

(d)

170

Underwriting strategy (Continued)
Reinsurance business

The Group’s reinsurance portfolio is made up of a mix of
business spreading across different geographic regions with
emphasis towards Asian countries, covering property damage,
marine cargo and hull and miscellaneous non-marine classes.
Whilst diversifying its underwriting portfolio, the Group does not
actively seek acceptance of any liability reinsurance business
from customers operating outside of the Asia Pacific region,
in particular, the United States of America. In the Asia Pacific
region, where these are core-markets of the Group, liability
reinsurance businesses are written on a limited scale in order to
provide customers in the region with comprehensive reinsurance
services.

Reinsurance strategy

The Group purchases reinsurance protection from other
reinsurers in the normal course of business in order to limit the
potential for losses arising from unexpected and concentrated
exposures. In assessing the credit worthiness of reinsurers,
the Group takes into account, among other factors, ratings
and evaluation performed by recognized credit rating agencies,
their claims-paying and underwriting track record, as well as
the Group’s past experience with them.

Asset and liability matching

The objective of the Group’s asset and liability management
is to match the Group’s assets with liabilities on the basis
of duration. The Group actively manages its assets using
an approach that balances quality, diversification, asset and
liability matching, liquidity and investment return. The goal of
the investment process is to maximize investment returns at a
tolerable risk level, whilst ensuring that the assets and liabilities
are managed on a cash flow and duration basis.

However, in respect of life insurance business, under the current
regulatory and market environment in the PRC, the Group is
unable to invest in assets with a duration of sufficient length
to match the duration of its life insurance liabilities. When the
regulatory and market environment permits, the Group intends
to gradually lengthen the duration of its assets. The Group
monitors the duration gap between the assets and liabilities
closely and prepares cash flow projections from assets and
liabilities on a regular basis. Currently, the Group reduces the
level of the asset-liability mismatch by:
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2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)

MANAGEMENT (Continued)

(d) Asset and liability matching (Continued) (d EEHEERL (&)

e actively seeking to acquire longer dated fixed rate debt
investments with an acceptable level of yield;

e upon the maturity dates of fixed rate debt investments,
rolling over the proceeds to longer dated fixed rate debt
investments;

e disposing of some of the shorter dated fixed rate debt
investments, particularly those with lower vyields, and
rolling over the proceeds to longer dated fixed rate debt
investments; and

e investing in equities for the long term and in property
holding company.

(e) Insurance risk

The risk under any one insurance contract is the possibility that
the insured event occurs and the uncertainty of the amount of
the resulting claim. By the very nature of an insurance contract,
this risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of
probability is applied to pricing and provisioning, the principal
risk that the Group faces under its insurance contracts is that
the actual claims and benefit payments exceed the carrying
amount of the insurance liabilities. This could occur because
the frequency or severity of claims and benefits may be greater
than estimated. Insurance events are random and the actual
number and amount of claims and benefits will vary from year to
year from the estimate established using statistical techniques.

Experience shows that the larger the portfolio of similar insurance
contracts, the smaller the relative variability about the expected
outcome will be. In addition, a more diversified portfolio is
less likely to be affected across the board by a change in any
subset of the portfolio. The Group has developed its insurance
underwriting strategy to diversify the type of insurance risks
accepted and within each of these categories to achieve a
sufficiently large population of risks to reduce the variability of
the expected outcome.
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2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 R -UBEEREARRERE &)
MANAGEMENT (Continued)
(e) Insurance risk (Continued) (e) RbgmEME (&)
The concentration and mitigation of insurance risk in each EEBHRBER SR RIRERRE R
business line are set out below: Rl RN
(i) Life insurance business () ASREEK
Concentration of insurance risks 1R B 2 2 55 P
Concentration risk is the risk of incurring a major loss as SRR ASE B MRS EKE
a result of having a significant mortality or other insurance FEATH—BATEESTERILTHE
coverage on a particular person or a group of persons due ﬁfﬁJﬁEﬂ%iﬁlﬁﬁ?ﬁéj@é%E’]ﬂ
to the same event. The Group manages the concentration 7N Iiﬁiﬂﬁﬁ 2 BE (S &
of insurance risks by way of reinsurance arrangements 1I}\,m SMREH &= B “”%ﬁﬁ %ﬁﬂ
with a maximum retention risk of RMB500,000 per person %t/\}\ﬁ %500,0007_5 -/ g 3
in life and personal accident policies and RMB200,000 on ff% 2 ) S = B B B PR R [E 75‘1#/\
critical illness insurance. In addition, the Group purchases /\E’%ZOO OOOTI:)"quEEF‘Hﬁ“ °
catastrophe protection for losses arising from claims SN REBFER — $‘rﬁﬁ(3ﬁ}ﬁiﬁ&}\%{
involving multiple lives from the same event. The maximum BEMRBERMEENEBEEER
retention risk is RMB1 million for each and every loss E\E«(%Fﬂ% B-BRENNESE
occurrence, and the total coverage is RMB80 million for BRERER %Aﬁ’ﬂng%E &
each and every loss occurrence. The Group purchases f%ﬁ YRE LR A ARS,0008 7T -
surplus treaties and proportional treaties to cover life, $%@Eﬁg/ﬁn%§m KRB &J:I:W'J:: “’]
accident and long term health risks. In addition, an excess R ARIES R - BINER IR
of loss reinsurance contract is applied for any insurance B2 B AR [5“ ° lkl: G T‘Jx%ﬁ’]iﬁ
contract with significant sum insured. i%éf%j RENH LT T MERERER
& 4
The distribution of sum insured per policy is summarized BHRENZRE|LOHHRMLT
as follows:
Before reinsurance After reinsurance
BREA BRE%Z
RMB’000 Year ended 31 December Year ended 31 December
ARBFT BEF+-A=T—-HLEE BEHE+-A=1+-HLEFE
2011 2010 2011 2010
—E——fF —T-TF —E——F —T-TF
0-200 98.04% 98.50% 98.27% 98.64%
201-500 1.71% 1.20% 1.73% 1.36%
501-750 0.06% 0.06% - -
751-1,000 0.13% 0.11% - -
1,001-1,500 0.03% 0.02% - -
1,501-2,000 0.02% 0.02% - -
2,001-2,500 0.00% 0.00% - -
>2,500 0.01% 0.07% - -
100.00% 100.00% 100.00% 100.00%
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2 INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

2 R -UBEEREARRERE &)

(e) REzRERE (4)
(i) ASREFEE (#F)

(e) Insurance risk (Continued)

(i) Life insurance business (Continued)

Management of risks

The key risk associated with life insurance contracts is the
risk of potential loss arising with respect to a particular
insurance product as a result of actual market conditions
and loss experience being different from the assumed
market conditions and loss experience used when designing
and pricing the product.

The Group manages the risks by centralising the product
design function at the head office level, headed by the
chief appointed actuary and senior management in other
key functional departments. Standards and guidelines
are established to ensure that the risks associated with
particular products are within the acceptable level. The
pricing method, the solvency requirement, the profit
margin, the loss experience, etc., are key considerations
in designing a product.

In addition, the underwriting and claim processing

2 g & 72
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departments strictly follow the established standards and MERRERRERF-
procedures.

(i) Property and casualty insurance business (i) HEREEK
Concentration of insurance risks IR B 2 2 55 P

Within the insurance process, concentration of risk
may arise where a particular event or series of events
could impact heavily upon the Group’s liabilities. Such
concentrations may arise from a single insurance contract
or through a small number of related contracts, and relate
to circumstances where significant liabilities could arise.

The concentration of insurance risk before and after
reinsurance by classes of business is summarized below,
with reference to premiums written in the years ended
31 December 2011 and 2010.
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mEMEHRREE &)
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2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(e) Insurance risk (Continued) (e) R (4&)
(ii) Property and casualty insurance business (Continued) (i) WERBERS (&)
Concentration of insurance risks (Continued) R R EEFD (&)
TPI K Efka

Year ended 31 December 2011
BE_ZE——F+-A=+—HLEE

Premiums

ceded to
Gross written reinsurers Net written Ceding
premiums REZ premiums ratio
ERRRE BRHOAE FERRRE palz g a s
$°000 $°000 $°000 %

FT FT FT
Motor EXiy 5,559,027 415,859 5,143,168 7.5%
Marine N 193,496 75,099 118,397 38.8%
Non-marine JEK R 1,241,801 430,847 810,954 34.7%
Total 1BE 6,994,324 921,805 6,072,519 13.2%
TPI K Bt b

Year ended 31 December 2010
HE_Z-ZF+_A=+—-HILFE

Premiums

ceded to
Gross written reinsurers Net written Ceding
premiums REZ premiums ratio
EERRE BROE FAERRE polels
$°000 $°000 $°000 %

Fir FiT FiT

Motor B 5,020,620 369,670 4,650,950 7.4%
Marine VN A 156,690 63,083 93,607 40.3%
Non-marine JEK R 957,423 366,460 590,963 38.3%
Total PR 6,134,733 799,213 5,335,520 13.0%
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e ERERMEE (2)
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2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 {REE-BIERERNEMRERE (&)
MANAGEMENT (Continued)

(e) Insurance risk (Continued) (e) R (4&)
(ii) Property and casualty insurance business (Continued) (i) WERBERS (&)
Concentration of insurance risks (Continued) R R EEFD (&)
CTPI (HK) FEAFEE

Year ended 31 December 2011
BE-F-——F+-A=t-HILFE

Premiums

ceded to
Gross written reinsurers Net written Ceding
premiums REZ premiums ratio
ERRRE BRHOKE FERRRE ol E
$’000 $’000 $°000 %

Fr Fr Fr
Motor BB 198,832 25,336 173,496 12.7%
Marine N 151,591 84,912 66,679 56.0%
Non-marine E N 585,472 203,205 382,267 34.7%
Total 1B EE 935,895 313,453 622,442 33.5%
CTPI (HK) FEKFEES

Year ended 31 December 2010
BE-ZT-FF+-A=t—AILFE

Premiums

ceded to
Gross written reinsurers Net written Ceding
premiums REZ premiums ratio
EERRE BROE FAERRE polels
$°'000 $°000 $°000 %

FiT FiT FiT

Motor Eiy 192,213 30,838 161,375 16.0%
Marine KB 167,123 92,010 75,113 55.1%
Non-marine E VN 452,696 144,979 307,717 32.0%
Total PR 812,082 267,827 544,205 33.0%
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2 INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

2 REg -BIERENEMRERE (#)

(e) Insurance risk (Continued)

(e) REzRERE (4)
(i) MERBFES (#)

(ii) Property and casualty insurance business (Continued)

Management of risks

The Group delegates underwriting authority to experienced
underwriters. Each underwriting department has an
underwriting manual for each class of business. The
underwriting manual is approved by the Business
Management Committee and specifies the authority of
underwriters at each level. Each underwriting manual clearly
states the insurable risk, risks that can be insured on a
limited scale and uninsurable risk as well as the probable
maximum loss which underwriters at each level can
underwrite. Risks that exceed the underwriting authority
of the head of the underwriting department have to be
reviewed and approved by the Business Management
Committee. For claims handling, there is a procedures
manual that lays down the operational procedures and
controls required to mitigate the insurance risk.

The Group also arranges both treaty reinsurance and
facultative reinsurance in accordance with international
practice. Treaty reinsurance provides automatic
reinsurance cover under specific reinsurance contract
terms and conditions. Facultative reinsurance is reinsurance
of individual risk. Each contract is arranged separately.
The choice of reinsurance contract depends on market
conditions, market practice and the nature of business.
Facultative reinsurance is arranged when an individual
risk is not covered by treaty reinsurance or exceeds treaty
reinsurance capacity and exceeds its own underwriting
capacity.
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2 INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

2 R -UBEEREARRERE &)

(e) Insurance risk (Continued) (e) R (4&)
(iii) FBIR

N E el

(iii) Reinsurance business
Concentration of insurance risks

[\ a5 [ 455 T 3R T T AR B IR R 0
WERZRBEMEL AEBHEEZE
RBEEETERDBRELEN
EBEERE  TRBETEE_T
—— T A=+ HIFERER
BERMEREDMNRELRE

Concentration of risk arises from the accumulation of risks
within a particular business line and geographic area.
The Group’s key methods in managing these risks are
diversification of the business line and areas where the
gross premiums are written. The tables below indicate the
gross premiums written by business line and geographic
territory for the year ended 31 December 2011.

By business line: BEKER:

% to total gross premiums written

HERRREBEAOL

2011 2010
—E——F —ZE—TF
Proportional treaty LE Bl & £ 68.2% 65.5%
Non-proportional treaty JELE B & %) 24.3% 25.6%
Facultative G & 4 7.5% 8.9%
100.0% 100.0%

By geographical territory: 12 IR (& 55 -

% to total gross premiums written

HERRRELEETIL
2011 2010
2% —E-FF
Hong Kong & Macau BB KR 20.6% 13.3%
Mainland China (& Taiwan) REIARRE (R&aE) 37.1% 40.1%
Japan SN 5.3% 6.2%
Rest of Asia P B A 19.7% 22.2%
Europe &M 11.4% 10.8%
Others H b 5.9% 7.4%
100.0% 100.0%
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2 INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

2 REg -BIERENEMRERE (#)

(e) Insurance risk (Continued)

(e) REEEM (&)
(iii) BIREFER (&)

(iii) Reinsurance business (Continued)

Management of risks

The key risk associated with reinsurance contracts are
those relating to underwriting.

The Group maintains underwriting teams who are
responsible for the underwriting and sales of the Group’s
reinsurance products. The team promoting a certain product
to a customer has the requisite expertise to determine
whether the Group can meet the specific requirement of
the customer within the Group’s risk appetite. All inward
business is screened and analyzed by the underwriting staff.
The decision to underwrite and the level of risk exposure
accepted are determined by reference to the underwriting
guideline setting out the types of business desired, and
the maximum capacity per risk and per zone. Such criteria
are determined by considering factors including the risk
exposure, the pricing, the profit potential, the class of
business, the marketing strategy, the retrocession facilities
available and the market trends.

The Group arranges prorata and excess of loss
retrocessions for its different lines of reinsurance business,
in order to enhance its underwriting capacity as well as
to harmonise its net retained exposures. Proportional
retrocessions have been arranged in respect of its
non-marine reinsurance business from the Asia-Pacific
territories. In addition, a series of excess of loss retrocession
covers are also arranged to protect the Group against
major catastrophic events.
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2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(f) Financial risk () BEERE
The carrying amounts of the Group’s financial assets at the RBER AEENSREECREADN
reporting date were as follows: K
The Group The Company
rEE PN
31 December 31 December 31 December 31 December
2011 2010 2011 2010
—E--F —Z-%f “E—-F ZE-%F
+ZA=+-A +ZA=+-H +ZA=+-B +ZA=1-H
$°000 $'000 $°000 $'000
Fr Fr F Fr
Financial assets - SREE-
held-to-maturity investments EERIHMBERE 83,475,816 62,764,505 = -
Financial assets - SREE-
available-for-sale investments AHERE 36,115,211 35,509,380 284,160 376,065
Financial assets - held-for-trading SREE-REEXSAR
- Investment in debt and - BEERBRABHRE
equity securities 169,810 564,537 - -
Policyholder account assets BEBREAEREML
in respect of unit-linked REBEARPEE
products (note 44) (P 7E44) 3,729,117 4,909,273 - -
Financial assets - loans and SRHEE-ERK
receivables EWER
- Investments in debt securities -ERBRRE 10,810,699 4,109,604 = -
Other financial assets - loans EthemEE -BHR
and receivables LG
- Statutory deposits —EEBER 2,332,794 1,466,793 = -
- Securities purchased under -BAREES
resale agreements 119,279 53,471 = -
- Amounts due from group companies — X EBER R FFHE 29,348 9,257 3,744,348 3,910,740
- Other debtors —Hi BRI 4,952,102 5,519,026 5,951 513,667
- Pledged deposits at banks ~BEBERIES 187,677 160,613 - -
- Deposits at banks with -RIHABB=A
original maturity more than MBRITER
three months 17,520,847 11,495,414 - -
- Cash and cash equivalents -HeRREZED 17,735,080 16,289,214 637,178 89,290
42,877,127 34,993,788 4,387,477 4,513,697
177,177,780 142,851,087 4,671,637 4,889,762
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2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(f) Financial risk (Continued) (H BAFEREME (&)
The carrying amounts of the Group’s financial liabilities at the RBER AEE SRABECREAD
reporting date were as follows: K
The Group The Company
KKE NG|
31 December 31 December 31 December 31 December
2011 2010 2011 2010
—E--F —Z-%f “E—-F —Z-%F
+ZA=+-A +ZA=+-8B +zZA=+-H +ZA=+-~H
$°000 $'000 $°000 $'000
Fr FIT F Fr
Financial liabilities at fair value EERBABENRM
through profit or loss AnBEEZEMERE
- Investment contract liabilities -REEHNERE 3,729,117 4,909,273 - -
Financial liabilities measured REENAZREBE
at amortized cost
- Investment contract liabilities -REANEE 27,639,373 31,368,968 = -
- Interest-bearing notes -BNEEE 11,040,734 10,231,074 - -
- Securities sold under ~EHEEES
repurchase agreements 19,618,855 9,829,946 - -
- Amounts due to -ENEBRNDRRE
group companies 36,763 1,113,915 721,720 1,368,879
58,335,725 52,543,908 721,720 1,368,879
62,064,842 57,453,176 721,720 1,368,879
Transactions in financial instruments and insurance assets/ SHTARRBREE, ABR S5
liabilities may result in the Group assuming financial risks. These AREBMBAEETHERR -ZERRE
include market risk, credit risk and liquidity risk. Each of these EmEREE - ERRARNKREE SRR -
financial risks is described below, together with a summary of EEEVBRERRERAEEEREZER
the ways in which the Group manages these risks. B AR AT
There is no significant change in the Group’s exposures to risk Ao AN 5 B A A R B % R e TR B A ]
and how they arise, nor the Group’s objectives, policies and EEFAKEREE LT —HRRKY
processes for managing each of these risks. BE BERERBE TEEERNLE-
(i) Market risk (i) 5 E R
Market risk can be described as the risk of change in fair ™5 B T4 B R - A B b
value of a financial instrument due to changes in interest MEXSHENSMIANARER
rates, equity prices or foreign currency exchange rates. FH) S| AR
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(LBHSTR)

2

INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

(f)

Financial risk (Continued)
(i) Market risk (Continued)

(a) Interest rate risk

Interest rate risk is risk to the earnings or market value
of a fixed-rate financial instrument due to uncertain
future market interest rates.

The Group monitors this exposure through periodic
reviews of its financial instruments. Estimates of cash
flows, as well as the impact of interest rate fluctuations
relating to the investment portfolio are modelled and
reviewed periodically.

The Group is exposed to fair value interest rate in
relation to the debt investments classified as available-
for-sale and held-for-trading of $21,846.26 million
and $97.44 million respectively (31 December 2010:
$19,222.91 million and $355.02 million respectively).
A decrease of 50 basis points in interest rates of the
debt investments classified as available-for-sale and
held-for-trading, with all other variables held constant,
has no significant effect on the Group’s profit before tax
and increase the Group’s total equity by approximately
0.5% of the total investments held by the Group as at
31 December 2011 (31 December 2010: no significant
effect on the Group’s profit before tax and increase
Group’s total equity by approximately 0.5% of the
total investments held by the Group).

The Company is exposed to fair value interest rate
in relation to the debt investments classified as
available-for-sale of $255.17 million (31 December
2010: $337.68 million). A decrease of 50 basis points
in interest rates of the debt investments classified
as available-for-sale, with all other variables held
constant, the Company’s total equity will be increased
by approximately 0.7% of the total investments held by
the Company as at 31 December 2011 (31 December
2010: the Company’s total equity will be increased
by approximately 2.3% of the total investments held
by the Company).

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the end of the reporting period and had been applied
to the exposure to interest rate risk for both derivative
and non-derivative financial instruments in existence
at that date. The analysis is performed on the same
basis for 2010. The Group and the Company do
not have significant amount of floating-rate financial
instruments.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(LBHSTR)

2

INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

(f)

Financial risk (Continued)
(i) Market risk (Continued)

(b) Equity price risk

The Group has a portfolio of marketable equity
securities, which are carried at fair value and is exposed
to price risk. As the financial risks of unit-linked
contracts are fully undertaken by the policyholders,
the assets related to unit-linked products are not
included in the analysis of financial risk below. This
risk is defined as the potential loss in market value
resulting from an adverse change in prices.

The Group manages the equity price risk by investing in
a diverse portfolio of high quality and liquid securities.

The Group’s investment in equity securities were carried
at a fair value of $14,341.33 million (31 December
2010: $16,495.98 million), representing 8.4% (31
December 2010: 12.3%) of total investments held by
the Group.

A 10% increase/decrease in market value of the equity
securities and investment funds classified as available-
for-sale and held-for-trading and held by the Group
as at 31 December 2011, with all other variables held
constant, would increase/decrease the Group’s profit
before tax by $7.24 million and fair value reserve by
$1,426.89 million (31 December 2010: Group’s profit
before tax by $20.95 million and fair value reserve by
$1,628.65 million).

The Company’s investment in equity securities
were carried at a fair value of $28.99 million (31
December 2010: $38.38 million), representing 3.1%
(31 December 2010: 8.2%) of total investments held
by the Company.
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Notes to the Consolidated Financial Statements (Continued)

e IS HRERMEE (&)

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

(f) Financial risk (Continued)
(i) Market risk (Continued)
(b) Equity price risk (Continued)

A 10% increase/decrease in market value of the equity
securities classified as available-for-sale and held
by the Company as at 31 December 2011, with all
other variables held constant, increase/decrease the
fair value reserve of the Company by $2.90 million
(31 December 2010: increase/decrease the fair value
reserve of the Company by $3.84 million).

(c) Foreign exchange risk

In respect of the life insurance and property and
casualty insurance business in the PRC, premiums are
received in RMB and the insurance regulation in the
PRC requires insurers to hold RMB assets. Therefore
the foreign exchange risk in respect of RMB for the
Group’s PRC operations is not significant.

In respect of the property and casualty insurance
business in Hong Kong, almost all the premiums are
received in HKD and USD. The currency position
of assets and liabilities is monitored by the Group
periodically.

In respect of the reinsurance business, premiums
are received mainly in HKD and USD and also in a
number of Asian currencies which follow closely the
USD currency rate movement. The Group aims to hold
assets in these currencies in broadly similar proportion
to its insurance liabilities.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)

MANAGEMENT (Continued)
B S Rk ()
(i) THEEE(E)

(f) Financial risk (Continued) (f)
(i) Market risk (Continued)
(c) SMERESE (&)

TRERNEZES MBI KRR
IZEBSENERERBEE

(c) Foreign exchange risk (Continued)

The following table presents the carrying values of
financial and insurance assets and liabilities in the

consolidated statement of financial position in HKD FEBEzEBERmEE:
equivalent by major currencies:
The Group RE
31 December 2011
“E--5tZh=t-H
Other
foreign
RMB usb HKD currencies Total
N EP B Hi s am
§'000 §°000 $°000 $'000 $'000
FIT FT FT F FI
Financial assets: SREE:
Statutory deposits EERR 2,299,244 - - 33,550 2,332,794
Investments in debt and BB RRA
equity securities BEHRE 124,053,479 4,713,746 1,120,546 683,765 130,571,536
- debt securities U EE 110,876,841 4,619,792 81,187 652,390 116,230,210
- equity securities/ -BAER/
investment funds LEES 13,176,638 93,954 1,039,359 31,375 14,341,326
Policyholder account BBRREERER
assets in respect of ZREFEA
unit-linked products BFREE 3,729,117 - - - 3,729,117
Securities purchased EAREES
under resale agreements 119,279 - - - 119,279
Amounts due from EREERARFE
group companies 27,090 8 2,250 - 29,348
Other debtors HiERER 4,781,547 76,255 75,983 18,317 4,952,102
Pledged deposits at banks ~ DHEARITER - 175,219 - 12,458 187,677
Deposits at banks with REHEBA
original maturity more =EAH
than three months ROER 17,171,553 348,963 331 - 17,520,847
Cash and cash equivalents B2 RELZEY 15,765,141 628,860 768,189 572,890 17,735,080
167,946,450 5,943,051 1,967,299 1,320,980 177,177,780
Insurance assets: RBEE:
Insurance debtors RBREPEWER 1,393,930 206,177 140,928 289,747 2,030,782
Reinsurers’ share of ARAFEERR
insurance contract BHEE
provisions 1,142,054 144,536 1,058,178 92,303 2,437,071
2,535,984 350,713 1,199,106 382,050 4,467,853
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERERNEMRERE (#)
MANAGEMENT (Continued)

(f) Financial risk (Continued) () BrFERmk (&)
(i) Market risk (Continued) () wmHEEE (&)
(c) Foreign exchange risk (Continued) (c) SMEEfz (42)
The Group rE
31 December 2011
—E--#+”HA=1-H
Other
foreign
RMB usb HKD currencies Total
AR® in B Hitn ot FoE]
$'000 $°000 $°000 $°000 $'000
F Fr Fr i F
Financial liabilities: tRER:
Investment contract REARNMBE
liabilities 31,368,490 - - - 31,368,490
Interest-bearing notes ENEER 9,682,975 1,357,759 - - 11,040,734
Securities sold under BELOBES
repurchase agreements 19,618,855 - - - 19,618,855
Amounts due to group ENEBRARFTE
companies 36,479 - 284 - 36,763
60,706,799 1,357,759 284 - 62,064,842
Insurance liabilities: RBaE:
Life insurance contract ERaNAR
liabilities 91,195,983 - - - 91,195,983
Unearned premium REBMEFEHS
provisions 3,948,997 211,616 384,628 263,106 4,808,347
Provision for outstanding KRR TER
claims 4,173,571 814,002 2,038,855 2,182,374 9,208,802
Insurance creditors RBREPEMER 2,395,214 82,189 354,647 23,006 2,855,056
101,713,765 1,107,807 2,778,130 2,468,486 108,068,188
Net assets/(liabilities) BE/ (8fE)3E 8,061,870 3,828,198 387,991 (765,456) 11,512,603
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(f) Financial risk (Continued) () Br¥ERmb (4&)
(i) Market risk (Continued) () wmHEEE (&)
(c) Foreign exchange risk (Continued) (c) sMERE G (&)
The Company ¥ NN
31 December 2011
“E--f#+ZH=t+-H
Other
foreign
RMB usb HKD currencies Total
AR in B Hitn o am
$°000 $°000 $°000 $'000 $°000
F F Fr Fr F
Financial assets: EREE:
Investments in debt and EBRBEA
equity securities EHERE - 255,167 28,993 - 284,160
- debt securities U EE - 255,167 - - 255,167
- equity securities -BRAEH - - 28,993 - 28,993
Amounts due from EREBNARFE
group companies - - 3,744,348 - 3,744,348
Other debtors HiEKRER 61 3,255 2,635 - 5,951
Cash and cash equivalents  BE&RREEEYD 419,501 109,904 107,773 - 637,178
419,562 368,326 3,883,749 - 4,671,637
Financial liabilities: tRER:
Amount due to group ENEERARFE
companies 148,363 6,315 567,042 - 721,720
148,363 6,315 567,042 - 721,720
Net assets/(liabilities) EE/(8B)FE 271,199 362,011 3,316,707 - 3,949,917
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)

MANAGEMENT (Continued)
(f) Financial risk (Continued) (f) iEERE (&)
(i) Market risk (Continued) () wmHEEE (&)

(c) Foreign exchange risk (Continued) (c) SMER R (&)

The Group rEE
31 December 2010
“Z-Z2F+-A=t+-H
Other
foreign
RMB usb HKD currencies Total
ARE T B Hi oK B
$'000 $'000 $'000 $'000 $'000
Fr Fr Fr Fr FT
Financial assets: SREE:
Statutory deposits EEFR 1,144,625 322,168 - - 1,466,793
Investments in debt and BB RBA
equity securities EHRE 96,129,195 4,593,010 1,631,437 594,384 102,948,026
- debt securities -EXEH 81,248,494 4,440,884 189,774 572,893 86,452,045
- equity securities/ -BxER/
investment funds REES 14,880,701 152,126 1,441,663 21,491 16,495,981
Policyholder account BEEREREEMR
assets in respect of ZREFBBA
unit-linked products EFPEE 4,909,273 - - - 4,909,273
Securities purchased BEAREES
under resale agreements 53,471 - - - 53,471
Amounts due from EREBRARZTE
group companies 4,236 11 4,995 15 9,257
Other debtors Hin K ER 4,816,898 487,744 199,315 15,069 5,519,026
Pledged deposits at bank BHEERAER - 160,613 - - 160,613
Deposits at bank with REHABA
original maturity more =EAH
than three months RITER 10,754,072 405,012 336,330 - 11,495,414
Cash and cash equivalents ~ B&RELZEY 14,165,431 653,389 893,808 576,586 16,289,214
131,977,201 6,621,947 3,065,885 1,186,064 142,851,087
Insurance assets: RBEE:
Insurance debtors RREPEKER 786,009 170,695 148,195 243,856 1,348,755
Reinsurers’ share of ARAFEERR
insurance contract BHEE
provisions 1,061,798 149,090 785,870 51,592 2,048,350
1,847,807 319,785 934,065 295,448 3,397,105
FEAFREIERER A A
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 R B RERNERERE (&)
MANAGEMENT (Continued)

(f) Financial risk (Continued) (fH B%RER (&)
(i) Market risk (Continued) () wmHEEE (&)
(c) Foreign exchange risk (Continued) (c) SMER R (&)
The Group rEE
31 December 2010
ZZ2-ZF+ZR=1-H
Other
foreign
RMB usb HKD currencies Total
ARE T bkl Hthohg B
$'000 $'000 $'000 $'000 $'000
Fr Fr Fr Fr FT
Financial liabilities: tRaE:
Investment contract REANMBE
liabilities 36,278,241 - - - 36,278,241
Interest-bearing notes ENEER 8,872,609 1,358,465 - - 10,231,074
Securities sold under BELOBES
repurchase agreements 9,829,946 - - - 9,829,946
Amounts due to group ENEBRARZE
companies 1,118,828 - 87 - 1,118,915
56,004,624 1,358,465 87 - 57,453,176
Insurance liabilities: RBaE:
Life insurance contract ERaNAR
liabilities 60,391,614 - - - 60,391,614
Unearned premium REBMEFEHS
provisions 3,320,897 187,085 312,671 246,661 4,067,314
Provision for outstanding KRR TER
claims 3,360,914 760,008 2,291,842 1,226,095 7,638,859
Insurance creditors REE PR 1,587,744 29,788 282,191 15,542 1,865,265
68,611,169 976,881 2,886,704 1,488,298 73,963,052
Net assets/(liabilities) BE/ (8fE)3E 9,119,215 4606386 1,113,159 (6,796) 14,831,964
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Notes to the Consolidated Financial Statements (Continueq)
e ERERMEE (2)

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 {REg -BIEREXNERERE (&)
MANAGEMENT (Continued)

(f) Financial risk (Continued) (fH BI%RER (&)
(i) Market risk (Continued) () wmHEEE (&)
(c) Foreign exchange risk (Continued) (c) sMERE G (&)
The Company VNN
31 December 2010
ZZ-FF+ZR=1+—H
Other
foreign
RMB usD HKD currencies Total
AR e B Hi oK nE
$'000 $'000 $'000 $'000 $'000
Fr Fr Fr Fr Fr
Financial assets: cREE:
Investments in debt and BB RBA
equity securities EHRE - 337,683 38,382 - 376,065
- debt securities -EBES - 337,683 - - 337,683
- equity securities ~RAEH - - 38,382 - 38,382
Amounts due from EREBRR
group companies DA - - 3,910,740 - 3,910,740
Other debtors H At R 507,678 4,065 1,924 - 513,667
Cash and cash equivalents B4 EEL5EY - 8,916 80,374 - 89,290
507,678 350,664 4,031,420 - 4,889,762
Financial liabilities: tREE:
Amounts due to group BN EERARFE
companies 86 1,368,176 617 - 1,368,879
86 1,368,176 617 - 1,368,879
Net assets/(liabilities) EE/(8B)FE 507,592 (1,017,512) 4,030,803 - 3,520,883
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Notes to the Consolidated Financial Statements (Continued)

eI RERMEE (£

(Expressed in Hong Kong dollars)

(LBHSTR)

2

INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

(f)

Financial risk (Continued)

(ii) Credit risk

Credit risk is the risk of economic loss resulting from
the failure of one of the obligors to make full payment of
principal or interest when due.

The Group is exposed to credit risks primarily associated
with bank deposits, money market funds, insurance
debtors, investments in debt securities, reinsurance
arrangements with reinsurers and other debtors etc.

The maximum exposure to credit risk in the event of the
counterparties’ failure to perform their obligations as at
the end of the reporting period is the carrying amount of

2 REg -BIERENEMRERE (#)

(f)

the assets as shown in the table below:

B Rk ()
(i) 1= /& Fz

ERAREEBEBASPAETEX
AR 2 A8 5| AL 18 KA

B o

AEETEEAZHEREARERTT
TR -EEMSES RBREFPEK
B BEBEFRE DRAFBER
B P R B FEUAR KA R

AXSHFARERTEEMN RS
RBAZNERERRRASTRET
ZEBEREE:

The Group rE
31 December 2011 31 December 2010
—E——F —T—TF
+=A=+—-~H +ZA=+—8
$’000 % of Total $'000 % of Total
Fr HEHFFTH For HEEFSH
Statutory deposits and EEFRR
deposits with banks BITHER 37,588,721 23.0% 29,251,421 23.5%
Investments in debt BEREHRE
securities 116,230,210 71.2% 86,452,045 69.4%
Reinsurers’ share of DIRA T EAS
insurance contract R &N EE
provisions 2,437,071 1.5% 2,048,350 1.6%
Insurance debtors IR % P RE R X 2,030,782 1.3% 1,348,755 1.1%
Other debtors H fth & Y BR 5X 4,952,102 3.0% 5,519,026 4.4%
163,238,886 100.0% 124,619,597 100.0%
The Company AT
31 December 2011 31 December 2010
—E——F —T-TF
+ZA=+—8H +=-A=+—H
$°000 % of Total $°000 % of Total
Frr 1hHEEFSLE For HHEEBE S
Deposits with banks BITER 637,178 70.9% 89,290 9.5%
Investments in debt BEHRBHFLE
securities 255,167 28.4% 337,683 35.9%
Other debtors e AR 5K 5,951 0.7% 513,667 54.6%
898,296 100.0% 940,640 100.0%

China Taiping Insurance Holdings Company Limited
2011 Annual Report




Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(LBHSTR)

2

INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

(f)

Financial risk (Continued)

(ii) Credit risk (Continued)

For the distribution of investment in debt securities by
class for 31 December 2011 and 2010, please refer to
note 3(b) and 3(e) respectively.

To reduce the credit risk associated with the investments
in debt securities, the Group has established detailed
credit control policy. In addition, the risk level of the various
investment sectors is continuously monitored with the
investment mix adjusted accordingly. In respect of the
debt securities invested by life insurance and property and
casualty insurance business in the PRC, the investment
procedures manual, which is managed by an investment
committee, includes the minimum acceptable domestic
credit rating of the issuers as required by the CIRC. Any
non-compliance or violation of the manual will be followed
up and rectification action will be taken immediately. In
respect of the debt securities invested by property and
casualty insurance business in Hong Kong, it is the Group’s
policy to invest in bonds with ratings of investment grade
or above. In respect of the debt securities invested by
reinsurance business, the Group restricts investments in
debt securities with international credit ratings generally
not below the investment grade, i.e. BBB or higher, except
for certain sovereign rated securities.

The Group does not have any significant concentration of
credit risk arising from the investments in debt securities
since the investment portfolio is well diversified.

The credit risk on bank balances is limited because the
relevant banks are with high credit ratings.

In assessing the need for impairment allowances,
management considers factors such as credit quality,
portfolio size, concentrations, and economic factors.

The credit risk associated with insurance debtors and other
debtors will not cause a material impact on the Group’s
consolidated financial statements taking into consideration
of their collateral held and maturity term of no more than
one year as at 31 December 2011.

The credit risk at Company level is mainly concentrated
in the amounts due from subsidiaries, and is managed by
assessing the recoverability of the repayment from those
subsidiaries. The management monitors on a regular
basis the availability of funds among the Group and the
assets held by the subsidiaries are considered sufficient to
cover the amount due from them. Hence, the Company’s
exposure to credit risks at the end of the reporting period
is considered immaterial.

2 REg -BIERENEMRERE (#)
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(LBHSTR)

2

INSURANCE, FINANCIAL AND CAPITAL RISK
MANAGEMENT (Continued)

(f)

Financial risk (Continued)

(iii) Liquidity risk

The Group has to meet daily calls on its cash resources,
notably from claims arising from its life insurance contracts,
property and casualty insurance contracts and reinsurance
contracts. There is, therefore, a risk that cash will not be
available to settle liabilities when due.

The Group manages this risk by formulating policies and
general strategies of liquidity management to ensure that
the Group can meet its financial obligations in normal
circumstances and that an adequate stock of high-quality
liquid assets is maintained in order to contain the possibility
of a liquidity crisis.

Apart from liquidity management and regulatory compliance,
the Group always strives to maintain a comfortable liquidity
cushion as a safety net for coping with unexpected large
funding requirements and to maintain a contingency plan
to be enacted should there be a company specific crisis.

The following table details the remaining contractual
obligations for its non-derivative financial liabilities based on
the agreed repayment terms, except for investment contract
liabilities which are based on expected maturity dates. It
has been drawn up based on the undiscounted cash flows
of financial liabilities by reference to the earliest date on
which the Group can be required to pay and includes both
interest and principal cash flows. The table excludes life
insurance contract liabilities. Assuming that all surrender
and transfer options are exercised would result in all life
insurance contracts being presented as falling due within
one year or less.
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)

MANAGEMENT (Continued)

(f) Financial risk (Continued) () BrismEk (&)
(iii) Liquidity risk (Continued) (iii) TE R ()
The Group wE
5 years
or less Carrying
but over Total value at
1 year 1 year undiscounted 31 December
or less LEg After cashflows A
- HTE Syears AHREER T-AZ1-A
ETSN BE-F bk &% ZEAE
$000 $000 $000 $000 $000
fr fr Fr Fr Fr
At 31 December 2011 W-E--%
TZAZt-H
Financial liabilties: SRAE:
Interest-bearing notes %ﬁ%%ﬁ 578,085 6,026,378 9,031,037 15,635,500 11,040,734
Investment contract liabilities RERNER 3,574,705 8,660,706 29,718,666 41,954,077 31,368,490
Securities sold under repurchase ELREES
agreements 19,645,617 - - 19,645,617 19,618,855
Amounts due to group companies B EEARFFE 36,763 - - 36,763 36,763
23,835,170 14,687,084 38,749,703 77,271,957 62,064,842
Insurance liabilities: RBAE:
Provision for outstanding claims RABRER 4,988,256 3,362,914 857,632 9,208,802 9,208,802
Insurance creditors RBREPERER 2,855,056 - - 2,855,056 2,855,056
7,843,312 3,362,914 857,632 12,063,858 12,063,858
At 31 December 2010 R-E-%%
TZA=1+-H
Financial liabilities: cHEE:
Interest-bearing notes BUSRE 537,669 5,177,689 9,356,959 15,072,317 10,231,074
Investment contract liabilities REANER 2,377,293 7,823,156 50,726,552 60,927,001 36,278,241
Securities sold under repurchase ELEEES
agreements 9,836,817 - - 9,836,817 9,829,946
Amounts due to group companies  EREBR QA 1,113,915 - - 1,113,915 1,113,915
13,865,694 13,000,845 60,083,511 86,950,050 57,453,176
Insurance liabilities: FBAR:
Provision for outstanding claims RREER 4,223,903 2,517,401 897,555 7,638,859 7,638,859
Insurance creditors REEPERNRR 1,596,766 267,271 1,208 1,865,265 1,865,265
5,820,669 2,784,672 898,783 9,504,124 9,504,124
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 R -UMBREXRREREE )

MANAGEMENT (Continued)

(f) Financial risk (Continued) (H BAFEREME (&)
(iii) Liquidity risk (Continued) (iii) B 1 E S ()
The Company AT
5 years
or less Carrying
but over Total value at
1 year undiscounted 31 December
1 year nEY After cashflows
or less NTE S5years AFBREER tZA=1-
—FHUT BB-—F nE# &% ZEHE
$000 $000 $000 $000 $000
fr fr Fr Fr fr
At 31 December 2011 R-E--%
T-A=+-H
Financial liabilties: tRAk:
Amounts due to group companies B EEARFFE 730,598 - - 730,598 721,720
At 31 December 2010 RZE-%%
T-A=1-H
Financial liabilities: SRAE:
Amounts due to group companies ERNEERRARE 106,726 1,502,136 - 1,608,862 1,368,879
(9) Capital management () EXERE

(h)

The Group’s key business operations are its life insurance
business, the property and casualty insurance business and
the reinsurance business, which are conducted through its
subsidiaries. The Group manages its capital to ensure that the
entities conducting the life insurance business, the property
and casualty insurance business and reinsurance business
will be able to meet statutory solvency requirements in the
jurisdictions in which they operate. The Group’s capital
management initiatives also strive to maintain a surplus for future
business expansion opportunities. The Group’s overall capital
management strategy remains unchanged from the prior year.
The statutory solvency requirements for life insurance business,
property and casualty insurance business and reinsurance
business are set out in the Solvency Reporting Standards
for Insurance Companies issued by CIRC and Hong Kong
Insurance Companies Ordinance. The Group’s capital includes
the components of total equity and interest-bearing notes.
The Group complied with the various solvency requirements
throughout the year.

Claims development

Claims development information for the property and casualty
insurance business and reinsurance business is disclosed
below in order to illustrate the insurance risk inherent in the
Group. The tables provide a review of current estimates of the
cumulative claims and demonstrate how the estimated claims
have changed at subsequent reporting or underwriting year-
ends. The estimates increased or decreased as losses are paid
and more information becomes known about the frequency
and severity of unpaid claims.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (h) BEREBR (&)
Analysis of claims development - gross of reinsurance BERBRESN - X FHBZARHGER
for TPI ER ]
For the year ended 31 December 2011 BE-—F——FF+-_A=+—HIFE
Accident year
BHNEE
Total
2007 2008 2009 2010 2011 ot
$°000 $°000 $'000 $'000 $°000 $°000
FI Fr Fr Fr FI Fr
Estimate of cumulative claims A EF
At the end of accident year RENEEF L 1,901,570 3,138,746 2,939,888 3,362,397 3,868,375
One year later —F 1,792,027 3,070,169 2,995,493 3,191,742 -
Two years later e 1,796,711 3,185,454 3,177,752 - -
Three years later =Fk 1,858,523 3,343,803 - - -
Four years later mEfk 1,954,140 - - - -
Estimate of cumulative claims EHESED 1,954,140 3,343,803 3,177,752 3,191,742 3,868,375 15,535,812
Cumulative payments to date £5 B (1,927,379) (3,257,420) (2,966,867) (2,661,299) (1,954,072) (12,767,037)
Liabilities recognized in the RREBRRE
statement of financial position E’] BE 26,761 86,383 210,885 530,443 1,914,303 2,768,775
Liabilities in respect of accident REETAEBNERR
years 2006 and earlier AR B E 165,698
Total liabilities included in the BRRFBMRREK
statement of financial position MEsE 2,934,473
For the year ended 31 December 2010 B2 —F—FF+_A=1+—HIFEF
Accident year
BENEE
Total
2006 2007 2008 2009 2010 k]
$'000 $'000 $'000 $'000 $'000 $'000
FI FIL Fr FT FI FIL
Estimate of cumulative claims Et R
At the end of accident year RENFEFER 1,217,424 1,901,570 3,138,746 2,939,888 3,362,397
One year later —Fk 1,105,458 1,792,027 3,070,169 2,995,493 -
Two years later WER 1,254,443 1,796,711 3,185,454 - -
Three years later “Eik 1,252,349 1,858,523 - - -
Four years later &k 1,295,971 - - - -
Estimate of cumulative claims EHESE D 1,295,971 1,858,523 3,185,454 2,995,493 3,362,397 12,697,838
Cumulative payments to date £5 B (1,281,984) (1,817,703 (3,001,574) (2,600,572) (1,623,098) (10,324,931)
Liabilities recognized in the RN EMRRR
statement of financial position g ET 13,987 40,820 183,880 394,921 1,739,299 2,372,907
Liabilities in respect of accident RZZTHEENFER
years 2005 and earlier NRIMEE 147,714
Total liabilties included in the BRRIBHRRE
statement of financial position MBAR 2,520,621
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (h) BREBR (&)
Analysis of claims development - net of reinsurance for BERBESN —XFHBRZEEFRE
TPI FEE
For the year ended 31 December 2011 BE-—F——FF+-_A=+—HIFE
Accident year
ENEE
Total
2007 2008 2009 2010 2011 ot
$°000 $°000 $'000 $'000 $°000 $°000
F F Fr FT F F
Estimate of cumulative claims A EF
At the end of accident year RENEEF L 1,520,294 2,381,620 2,539,543 2,936,648 3,404,191
One year later —F 1,434,394 2,427,124 2,634,679 2,812,917 -
Two years later e 1,444,382 2,519,078 2,802,694 - -
Three years later =Fk 1,497,195 2,664,312 - - -
Four years later M 1,575,258 - - - -
Estimate of cumulative claims EHESED 1,575,258 2,664,312 2,802,694 2,812,917 3,404,191 13,259,372
Cumulative payments to date BN (1553,838) (2,598,570) (2,640,018) (2,386,654) (1,760,656) (10,939,736)
Liabilities recognized in the BRARABMRAE
statement of financial position MERE 21,420 65,742 162,676 426,263 1,643,535 2,319,636

Liabilites in respect of accident ~ R-EEAEBHEER

years 2006 and earlier AR B E 147,097
Total liabilities included in the BRRFBMRREK
statement of financial position MEsE 2,466,733
For the year ended 31 December 2010 B2 —F—FF+_A=1+—HIFEF
Accident year
BONEE
Total
2006 2007 2008 2009 2010 k]
$'000 $'000 $'000 $'000 $'000 $'000
FI FIL Fr FT FI FIL
Estimate of cumulative claims Et R
At the end of accident year RENEEF LR 921,899 1,520,294 2,381,620 2,539,543 2,936,648
One year later —Fk 942,630 1,434,394 2,427,124 2,634,679 -
Two years later WER 959,771 1,444,382 2,519,078 - -
Three years later “Eik 953,989 1,497,195 - - -
Four years later &k 986,198 - - - -
Estimate of cumulative claims EHESE D 986,198 1,497,195 2,519,078 2,634,679 2,936,648 10,573,798
Cumulative payments to date £5 B (975,526) (1,468,389) (2,418,124) (2,318,108) (1,466,407) (8,646,554)
Liabilities recognized in the WRARMBMRRE
statement of financial position MEE 10,672 28,806 100,954 316,571 1,470,241 1,927,244
Liabilities in respect of accident RZZTHEENFER
years 2005 and earlier NRIMEE 131,039
Total liabilties included in the BRRIBHRRE
statement of financial position mEsE 2,058,283
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (h) BEREBR (&)
Analysis of claims development - gross of reinsurance R BED N — FEKFEEZ KR
for CTPI (HK) ]
For the year ended 31 December 2011 BE-—F——FF+-_A=+—HIFE
Accident year
ENEE
Total
2007 2008 2009 2010 2011 ot
$°000 $°000 $'000 $'000 $°000 $°000
F Fr Fr Fr F Fr
Estimate of cumulative claims A EF
At the end of accident year RENEEF L 623,315 978,265 582,129 618,956 698,862
One year later —Ef 552,175 635594 588,167 547,117 -
Two years later e 507,245 595,284 540,591 - -
Three years later =Fk 450,395 556,566 - - -
Four years later M 415,184 - - - -
Estimate of cumulative claims EHESED 415,184 556,566 540,591 547,117 698,862 2,758,320
Cumulative payments to date L5 RHAR (340,114)  (380,756)  (270,383)  (211,092) (64,681) (1,267,026)
Liabilities recognized in the RREBRRE
statement of financial position E’]ﬁ 75,070 175,810 270,208 336,025 634,181 1,491,294
Liabilities in respect of accident REETAEBNERR
years 2006 and earlier AR B E 198,175
Total liabilities included in the BRRFBMRREK
statement of financial position MEsE 1,689,469
For the year ended 31 December 2010 HBE—FT—FTF+-HA=+—HIFFE
Accident year
BONEE
Total
2006 2007 2008 2009 2010 k]
$'000 $'000 $'000 $'000 $'000 $'000
FI FIL Fr FT FI FIL
Estimate of cumulative claims Et R
At the end of accident year RENFEFER 971,487 623,315 978,265 582,129 618,956
One year later —f i 820,655 552,175 635594 588,167 .
Two years later WER 750,047 507,245 595,284 - -
Three years later “Eik 765,796 450,395 - - -
Four years later ek 752,403 - - - -
Estimate of cumulative claims ERES 752,403 450,395 595,284 588,167 618,956 3,005,205
Cumulative payments to date L5 RHAR (666,136)  (286,662)  (324,801)  (186,050) (91,482)  (1,555,131)
Liabilities recognized in the RN EMRRR
statement of financial position g ET 86,267 163,733 270,483 402,117 527,474 1,450,074
Liabilities in respect of accident RZZTHEENFER
years 2005 and earlier NRIMEE 324,328
Total liabilties included in the BRRIBHRRE
statement of financial position MBAR 1,774,402
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (hy BRER (&
Analysis of claims development - net of reinsurance for BRBRESN—FEAXFEEZEHEH
CTPI (HK) REEFEE
For the year ended 31 December 2011 BE-—F——FF+-_A=+—HIFE
Accident year
ENEE
Total
2007 2008 2009 2010 2011 ot
$°000 $°000 $'000 $'000 $°000 $°000
F Fr Fr Fr F Fr
Estimate of cumulative claims A EF
At the end of accident year RENFEFER 391,379 654,304 408,665 392,784 440,204
One year later —Ff% 340,374 387,612 383,830 360,330 -
Two years later e 345,727 346,174 372,822 - -
Three years later =Fk 316,657 335,955 - - -
Four years later M 296,322 - - - -
Estimate of cumulative claims EHESED 296,322 335,955 372,822 360,330 440,204 1,805,633
Cumulative payments to date L5 RHAR (247,040)  (202,989)  (178,409)  (123,201) (53,232)  (804,871)
Liabilities recognized in the RREBRRE
statement of financial position E’] B8E 49,282 132,966 194,413 237,129 386,972 1,000,762
Liabilities in respect of accident REETAEBNERR
years 2006 and earlier AR BE 101,846
Total liabilities included in the BRRFBHRRE
statement of financial position MEsE 1,102,608
For the year ended 31 December 2010 B2 —F—FF+_A=1—HIFEF
Accident year
BONEE
Total
2006 2007 2008 2009 2010 k]
$'000 $'000 $'000 $'000 $'000 $'000
FIT FIL Fr FT FI FIL
Estimate of cumulative claims Et R
At the end of accident year RENEEF LR 368,342 391,379 654,304 408,665 392,784
One year later —Ef 328,346 340374 387,612 383,830 -
Two years later WER 267,547 345,727 346,174 - -
Three years later “Eik 279,066 316,657 - - -
Four years later ek 261,440 - - - -
Estimate of cumulative claims ERES 261,440 316,657 346,174 383,830 392,784 1,700,885
Cumulative payments to date L5 RHAR (213,955)  (206,442)  (161,694)  (123,472) (59,805)  (765,368)
Liabilities recognized in the RN EMRRR
statement of financial position Eﬁ ET 47,485 110,215 184,480 260,358 332,979 935,517
Liabilities in respect of accident RZZTHEENFER
years 2005 and earlier NRIMEE 123,404
Total liabilties included in the BRRIBHRRE
statement of financial position mEsE 1,058,921
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (h) BEREBR (&)
Analysis of claims development - gross of reinsurance BERBRESN - X FEREBEZAIGE
for TPRe REEESE
For the year ended 31 December 2011 BE-—F——FF+-_A=+—HIFE
Underwriting year
AREE
Total
2007 2008 2009 2010 2011 ot
$°000 $°000 $'000 $'000 $°000 $°000
F Fr Fr Fr F Fr
Estimate of cumulative claims (note) 145t Z5HE 4 ()
At the end of underwriting year REREEELE 813,412 1,050,587 842,040 1,102,624 2,049,249
One year later —F% 1,157,883 1,343,934 1,444,193 2,141,938 -
Two years later WF & 1,199,548 1,293,801 1,285,906 = =
Three years later —Fig 1,163,480 1,146,645 - - -
Four years later mER 1,066,009 = = = =
Estimate of cumulative claims 13 BESE ?Jx 1,066,009 1,146,645 1,285,906 2,141,938 2,049,249 7,689,747
Cumulative payments to date SRR (883,291)  (899,094)  (820,253)  (865,240)  (160,392) (3,628,270)
Liabilities recognized in the BRARABMRAE
statement of financial position MERE 182,718 247,551 465,653 1,276,698 1,888,857 4,061,477
Liabilities in respect of underwritng R -ZEXNEXREER
years 2006 and earlier AR B E 219,729
Total liabilities included in the BRARMBMRAE
statement of financial position MBAE 4,281,206
Note:  Above balances exclude the unearned premiums provision/claims i FBBETeEASBERBEBZRIGE
liabilities for the life reinsurance business. TGS BREE-
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (h) BEREBR (&)
Analysis of claims development — gross of reinsurance BERBRERSNT - X FERBEZ ARG E
for TPRe (Continued) Rz ELE ( #)
For the year ended 31 December 2010 BE-—FT—ZFF+-_A=+—HIFEF
Underwriting year
ERER
Total
2006 2007 2008 2009 2010 Fek]
$'000 $'000 $'000 $'000 $'000 $'000
FIT FT FIT FIr FIT FIT
Estimate of cumulative claims (note) 155+ Z5HE 40 ()
At the end of underwriting year REREEFER 617,028 813,412 1,050,587 842,040 1,102,624
One year later —Ffk 928,909 1,157,883 1,343,934 1,444,193 -
Two years later WE R 885,808 1,199,548 1,293,801 - -
Three years later —E 862,930 1,163,480 - - -
Four years later T & & 817,351 - - - -
Estimate of cumulative claims et R BR 817,851 1,163,480 1,293,801 1,444,193 1,102,624 5,821,449
Cumulative payments to date L5 RHAR (679,117)  (840,548)  (798,784)  (573,242) (31,361)  (2,923,052)
Liabilities recognized in the BRARMBMRRE
statement of financial position MaE 138,234 322,932 495,017 870,951 1,071,263 2,898,397
Liabilities in respect of underwritng R -ZZREAREER
years 2005 and earlier NRIMEE 221,490
Total liabilities included in the BRARFBIRRK
statement of financial position meas 3,119,887
Note:  Above balances exclude the unearned premiums provision/claims i FBBEIEEASEREREB 2 AIHE
liabilities for the life reinsurance business. FEEBS HRERE
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (h) BEREBR (&)
Analysis of claims development - net of reinsurance for BERBRERSNT - X FEREZHEBR
TPRe B F B
For the year ended 31 December 2011 BE_E——F1+A=1+—HIFE
Underwriting year
AREE
Total
2007 2008 2009 2010 2011 ot
$°000 $°000 $'000 $'000 $°000 $°000
F FT Fr FT F F
Estimate of cumulative claims (note) 145t Z5HE 4 ()
At the end of underwriting year REREEELE 752,167 922,454 788,175 1,044,956 1,744,919
One year later —F% 994,736 1,172,974 1,312,205 1,874,500 -
Two years later WEF & 1,042,789 1,128,945 1,150,550 = =
Three years later —F 1,021,230 995,722 - - -
Four years later mER 929,961 = = = =
Estimate of cumulative claims 13 BESE ?Jx 929,961 995,722 1,150,550 1,874,500 1,744,919 6,695,652
Cumulative payments to date SRR (767,994)  (763,028)  (762,420)  (818,308)  (161,412) (3,273,162
Liabilities recognized in the BRARABMRAE
statement of financial position MERE 161,967 232,694 388,130 1,056,192 1,583,507 3,422,490
Liabilities in respect of underwritng R -ZEXNEXREER
years 2006 and earlier AR B E 196,049
Total liabilities included in the BRARMBMRAE
statement of financial position MBAE 3,618,539
Note:  Above balances exclude the unearned premiums provision/claims i FBBETeEASBEREBEBZRIGE
liabilities for the life reinsurance business. TGS BHREE-
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

2 INSURANCE, FINANCIAL AND CAPITAL RISK 2 REg -BIERENEMRERE (#)
MANAGEMENT (Continued)

(h) Claims development (Continued) (hy BRER (&)
Analysis of claims development - net of reinsurance for BB — X FEREZHEBR
TPRe (Continued) /7“555 (%)
For the year ended 31 December 2010 BE—FT—ZFFF+_A=+—HIFEF
Underwriting year
ERER
Total
2006 2007 2008 2009 2010 Fek]
$'000 $'000 $'000 $'000 $'000 $'000
FIT FIT FIT FIr FIT Fr
Estimate of cumulative claims (note) 155+ Z5HE 40 ()
At the end of underwriting year REREEFER 568,075 752,167 922,454 788,175 1,044,956
One year later —Fik 849,375 994,736 1,172,974 1,312,205 -
Two years later RER 807,483 1,042,789 1,128,945 - -
Three years later —E 788,861 1,021,230 - - -
Four years later TE & 743,093 - - - -
Estimate of cumulative claims EHEHE:D 743,093 1,021,230 1,128,945 1,312,205 1,044,956 5,250,429
Cumulative payments to date L5 RHAR (612,904)  (732,869)  (672,373) (539,777 (36,552) (2,594,475
Liabilities recognized in the BRARMBMRRE
statement of financial position MaE 130,189 288,361 456,572 772,428 1,008,404 2,655,954
Liabilities in respect of underwritng R -ZZREAREER
years 2005 and earlier NRIMEE 195,508
Total liabilities included in the BRARFBIRRK
statement of financial position meas 2,851,462
Note:  Above balances exclude the unearned premiums provision/claims i FBBEIEEASEREREB 2 AIHE
liabilities for the life reinsurance business. EREES FEREE-
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

3 OPERATING SEGMENTS

The Group is organized primarily based on different types of
businesses. The information reported to the Board, being the chief
operating decision maker, for the purpose of resources allocation
and performance assessment, are prepared and reported on such
basis. Accordingly, the Group’s operating segments are detailed
as follows:

— Life insurance business;

—  Property and casualty insurance business;

— Reinsurance business; and

—  Other businesses which comprised the asset management
business, insurance intermediary business, pension and group
life business.

Information regarding the above segments is reported below.

Management monitors the operating results of the Group’s business
units separately for the purpose of performance assessment.

LB
AEBTERZEEBER - MEFS (X
ERERRE) EMNERDERFHREAEZ
AR TRUEERRRZH it AKE
BENSBOFIBTEINMT

- ABRBEX:

- MERBRER:

- BRRE®: M

- HmE® BEEETEER RBRPN
X% BN ERBRRES-

BRSO ERZNMAT -

E@Liﬂﬁb¢ ZIK EEEGEMEEE
BUARTE D BBRA
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Notes to the Consolidated Financial Statements (Continued)

e TSR M EE (&

(Expressed in Hong Kong dollars)
(BB SR )

3 OPERATING SEGMENTS (Continued)

a. Segmental income statement for 2011

3 EELI (&
a. 2011EDEERR

Year ended 31 December 2011
HECE-—-E+-A=1-HLEE

Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance  insurance Reinsurance  businesses  REBE R Total
AERR  BERR BRE  HER A A%
$°000 $'000 $°000 $°000 $°000 $'000
r fr fr Fr z r
Income KA
Gross premiums written ERREE 37,028,838 7,030,219  3431,083 640,034  (41,370) 49,889,704
Policy fees REBYA 208,334 - - - - 20833
38,137,172 7,930,219 3,431,083 640,934 (41,370) 50,098,038
Less: Premiums ceded to reinsurers and 7 : (R E 2 B{R{
retrocessionaires PN %E (248,684)  (1,235,258)  (357,424)  (126,832) - (1,968,198)
Net premiums written and policy fees FRIR 1%5&1%$§4W\ 37,888,488 6,694,961 3,073,659 514,102 (41,370) 48,129,840
Change in unearned premium REH ’& FE2EL
provisions, net of reinsurance ﬁﬁ 84,562 (241,851) (220,744) (142,805) - (520,838)
Net earned premiums EE&WM%%L RREE
and policy fees Hﬁz)\@ﬁﬁ 37,973,050 6,453,110 2,852,915 371,297 (41,370) 47,609,002
Net investment income REWNER (H()
(note (i) 4073223 446937 276439 70715 (19502 5,747,722
Net realized investment gains/losses BERRENE/
gains/(losses) (note (i) (B18R)FE (1) 124,599 11,869 (74,571) 4,378 - 66,275
Net unrealized investment (losses)/ RERRE (BE) /W%
gains and impairment (note (i) RAEFE( E(///)) (606,274) 134,109 (71,212) (18,889) (55,163) (617,429)
Other income =01 ON 191,808 33,077 1,001 453,137 (335,708) 343,315
Other (losses)/gains i (BB) /s (55,838) 57,112 11,561 7,247 - 20,082
Segment income AEHUA 42,600,568 7,136,214 2,996,133 887,885 (451,833) 53,168,967
Benefits, losses and expenses B BEFRER
Net policyholders’ benefits RERHAFREE (6,182,005 (3439,361) (21315552)  (134,575) - (11,887,493)
Net commission expenses e MR (3,452,910) (309,111) (812,319) (41,476) 206,827  (4,408,989)
Administrative and other expenses ﬁﬂ(&ﬁﬁﬂgﬁ (5,136,992) (2,750,052 (85,581) (705,189) 170,194  (8,507,620)
Change in life insurance contract ?’]ﬁ B2
liabilities, net of reinsurance ﬁﬁ (27,039,277) - - (119,424) - (27,158,701)
(41,811,184)  (6,498,524) (3,029.452) (1,000,664) 377,021 (51,962,809
Profit/{loss) from operations BEER/ (FB) 789,384 637,600  (33319)  (112779) (74,812 1,206,164
Share of results of associates ElEBEARER 247,618 - - 3,881 - 251,499
Finance costs HEER (432171)  (53171) - (80,187) - (565,529)
Profit/(loss) before taxation BRBAER/ (BR) 604,831 584,519 (33,319)  (189,085) (74,812) 892,134
Income tax credit/(charge) HELS/ () 175,770 (86,281) (60,873) (12,007) 11,109 27,718
Profit/(loss) after taxation BEEER/ (FE) 780,601 498238 (94,192) (201,009 (63703 919,852
Non-controlling interests FERBRES (424,547)
Profit attributable to owners RREM®EF 495,305
Segment revenue (including gross premium written and policy DEWA (BIEERRRE RIRE B
fees) and segment profit/(loss) represents the revenue and A) R abadl/ (E1R) B0 &R AR
profit/(loss) earned by each segment which is the measure wmH (BR) L REEE2®|IA
reported to the Board for the purpose of resource allocation EVEITERD B R E D ERIA -

and assessment of segment performance.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)

(EBZR)
3 OPERATING SEGMENTS (continued) 3 BESI (&)
a. Segmental income statement for 2011 (Continued) a. 2011 FpHEEHEEX (&)

Year ended 31 December 2011
BE-E--Et-A=+-HLEE

Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance insurance Reinsurance  businesses  REFHH K Total
AERE HERR BRR HitngH ik a5
$'000 $°000 $'000 $'000 $°000 $°000
fr fr Fr Fr fr fr
Note (i): Net investment income ) REWARE
Interest income from debt securities BHESFFSMA
- Held-to-maturity -BAEEIEA 3,113,788 40,750 158,206 1,720 - 3,314,464
- Available-for-sale —~AfEHE 638,547 176,097 65,315 30,277 - 910,236
- Held-for-trading -BEERSEE 170 3N 4,578 1,693 - 6,752
- Loans and receivables -BEFARENFE 343,505 33,935 13,131 6,244 - 396,815
Dividend income from equity securities RAZEHR KA
- Available-for-sale A E 79,470 14,616 13,555 1,627 - 109,268
- Held-for-trading -BEERSER 1,514 - - 710 - 2,224
Dividend income from investment funds & E£KEMA
- Available-for-sale AR E 173,498 9,561 750 - - 183,809
- Held-for-trading -BEERXSAE 14 - 2,730 51 = 2,795
Bank deposits and BOERREML
other interest income FIBMA 845,022 115,360 15,836 26,192 (2,488) 999,922
Rentals receivable from EYRENERS
investment properties 32,679 57,443 942 - (17,104) 73,960
Interest expenses on securities sold/ ENEE/EARE
purchased under repurchase/resale EFNEER
agreements (254,984) (1,136) 1,396 2,201 - (252529)
4,973,223 446,937 276,439 70,715 (19,592) 5,747,722
Note (ij): Net realized investment gains/ &7 (ij) - EERKREWHE/
(losses) (BR)3E
Debt securities BHBES
- Held-to-maturity e - - 1,655 - - 1,655
- Available-for-sale —AgNE 29,588 28,464 10,677 18,135 - 86,864
- Held-for-trading -BAEEXSAR 18,838 285 4,550 (523) - 23,150
Equity securities RS
- Available-for-sale -Afine 169,388 13857 (90,982) (9,115) - 83,148
- Held-for-trading -BEER SRS (7,684) - - (3,591) - (11,275)
Investment funds REES
- Available-for-sale -TAfhE (85,531)  (30,737) () (495) - (117,239
- Held-for-trading -BEERFEE - - - (33) = (33)
124,599 11,860  (7457) 4378 - 66,275
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Notes to the Consolidated Financial Statements (Continueq)
e ERERMEE (2)

(Expressed in Hong Kong dollars)

(EBZR)
3 OPERATING SEGMENTS (continued) 3 BESI (&)
a. Segmental income statement for 2011 (Continued) a. 2011 FpHEEHEEX (&)

Year ended 31 December 2011
BE-E-—-Et-A=t-HLEE

Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance insurance Reinsurance  businesses  REPE K Total
$°000 $°000 $'000 $°000 $°000 $°000
Y3 fr fr Fr Y3 fr
Note (iii): Net unrealized investment i (i) RERRE (FB)/
(losses)/gains and BERABETFE
impairment
Debt securities BBES
- Held-for-trading -BAEERSAR - (1,317) (3,663) 357 - (4,623)
Equity securities kA %
- Held-for-trading -REERFRAE - - = (4,554) = (4,554)
Investment funds REES
- Held-for-trading -REERHAE - - (4,344) - - (4,344)
Surplus on revaluation of RENFERRS
investment properties 85,346 161,218 3,840 - (55,163) 195,241
Impairment loss recognized on: HEER:
- Available-for-sale equity securities and ~ — A Bt ERAE A K
investment funds REES (691,620) (25,792) (67,045) (14,692) - (799,149)

(606,274) 134109 (11,212)  (18,889)  (55163)  (617,429)
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Notes to the Consolidated Financial Statements (Continued)

e TSR M EE (&

(Expressed in Hong Kong dollars)
(BB SR )

3 OPERATING SEGMENTS (continued) 3 EEDE (&)
b. Segmental statement of financial position for 2011 b. 2011 F 2B KM R &K
31 December 2011
“E--%tZA=1-H
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance  insurance Reinsurance  businesses  REFHE K Total
AERE HERR BRR HitngH HE a5
$'000 $°000 $'000 $'000 $°000 $°000
fr fr Fr FI fr Fr
Statutory deposits EEER 1,480,200 510,669 33,550 308,375 - 2,332,794
Property and equipment UEVE L 2815846 903,602 85,470 50,547 192,895 4,048,360
Investment properties REME 2,023,896 1,389,854 74,760 - (572,936) 2,915,574
Prepaid lease payments BENRERR 63,807 104,006 - - - 167,813
Debt securities (note (j) BBES (7)) 105,395,247 5,839,732 4,120,868 874,363 - 116,230,210
Eauity securites (note (i) BAES () 7667811 480,679 419,883 112,811 (12,300 8,668,884
Investment funds (note (i) BEES (i) 5,391,905 214,439 43,866 22,032 - 5672442
Cash and bank deposits ReRRIEH 28,078,965 3,905,669 1,535,459 1,923,511 - 35,443,604
Goodwill 5k - - - - 303,647 303,647
Intangible assets ﬂﬁ/ﬁfz - 3,383 - - 261,408 264,791
Interest in associates e E ’A —I o ’é ﬁn 1,399,099 - - 55,664 125,509 1,580,272
Reinsurers’ share of insurance PRAFEERE
contract provisions é%@%ﬂ% 168,772 1,436,441 765,141 66,717 - 2,437,071
Policyholder account assets in respect of  HEREELERZRE
unit-inked products BAEAEPEE 3,729,117 - - - - 3,729,117
Other segment assets EABEE 5,349,380 1,469,338 1,066,544 313,024 (620,517) 7,577,769
Segment assets AHEE 163,564,045 16,257,812  8,145541 3,727,244 (322,294) 191,372,348
Life insurance contract liabilities ERANER 91,073,806 - - 122,177 - 91,195,983
Unearned premium provisions RIMEAEES 308,986 3,169,772 1,112,834 216,755 - 4,808,347
Provision for outstanding claims FABTER 227,012 4,623,942 4,286,130 71,718 - 9,208,802
Investment contract liabilities RERNEE 30,945,350 - - 423,140 - 31,368,490
Interest-bearing notes ENEER 8,819,525 863,450 - 1,357,759 - 11,040,734
Securities sold under repurchase EHOEES
agreements 19,002,105 616,750 - - - 19,618,855
Deferred tax liabilities EEREEE 510,911 31,381 - 273 15,326 557,891
Other segment liabilities HEnEasE 2,935,814 2,477,730 320,691 1,571,792 (606,828) 6,699,199
Segment liabilities FHEE 153,823,509 11,783,025 5,719,655 3,763,614 (591,502) 174,498,301
Non-controlling interests FERRRER (5,439,351)
Net assets attributable to RAARRER
the owners of the Company BEFE 11,434,696

’“*Bé?&"*liiéﬁ?‘ﬁ’z”*ﬁé‘ﬁ/%

Segment assets and segment liabilities represent the assets/

liabilities recorded by each segment which is the measure B W IRAEEFEE2M2HE LETE
reported to the Board for the purpose of resource allocation B R ED IR -
and assessment of segment performance.
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Notes to the Consolidated Financial Statements (Continued)

eI RERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

3 OPERATING SEGMENTS (continued) 3 EERI(w)
b. Segmental statement of financial position for 2011 b. 2011 F D EHBMRRE (&)
(Continued)
31 December 2011
ZE--f+ZB=t-H
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance insurance Reinsurance  businesses  WEPE R Total
ASRE HERR BRE A% Eikd K
$°000 $'000 $°000 $°000 $°000 $'000
fr Fr Fr Fr fr Fr
Note (j): Debt securities i) EEES
By category: REE:
- Held-to-maturity -BERIHA 79,962,019 826,283 2,651,975 35,539 - 83,475,816
- Available-for-sale A E 16,106,353 4,132,761 990,311 616,836 - 21,846,261
- Held-for-trading -BEERSEE - 11,655 45,376 40,403 - 97,434
- Loans and receivables ~ERREYFE 9,326,875 869,033 433,206 181,585 - 10,810,699
105,395,247 5,839,732 4,120,868 874,363 - 116,230,210
By class: wER:
- Central governments and -HRERF
central banks LR RET 28,921,799 594,154 628,475 195,155 - 30,339,583
- Public sector entities ~RiHE 9,012,332 536,766 37,005 23,436 - 9,609,539
- Banks and other financial —RITREM
institutions SRkE 44,376,714 2,723,009 2,105,459 254,826 - 49,460,008
- Corporate entities -hEEE 23,084,402 1,985,803 1,349,929 400,946 - 26,821,080
105,395,247 5,839,732 4,120,868 874,363 - 116,230,210
Note (ij): Equity securities (i) BRARS
By category: mER:
- Available-for-sale e 7,667,811 480,679 419,883 92,403 (12,300) 8,648,476
- Held-for-trading -BEER SRR - - - 20,408 - 20,408
7,667,811 480,679 419,883 112,811 (12,300) 8,668,884
By class: RER:
- Public sector entities ~DEHE - - 32,796 - = 32,796
- Banks and other financial -RITREM
institutions SREE - 79,179 184,024 14,278 - 277,481
~ Corporate entities ~p2EE 7,667,811 401500 203,063 98533 (12,300) 8,358,607
7,667,811 480,679 419,883 112,811 (12,300) 8,668,884
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

(B R)
3 OPERATING SEGMENTS (continued) 3 EERI(#)
b. Segmental statement of financial position for 2011 b. 2011 F D EHBMRRE (&)
(Continued)
31 December 2011
“E--%#+ZA=t+-H
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance  insurance Reinsurance  businesses  REHER Total
AERR BERR BRE HitngH HE a5
$'000 $°000 $'000 $'000 8’000 $°00
fr fr fr Fr fr Fr
Note (iii): Investment funds i# (i) - REEE
By category: RER:
- Available-for-sale A E 5,391,474 214,439 14,561 - - 5,620,474
- Held-for-trading -BEER SRR 431 - 29,305 22,232 - 51,968
5,391,905 214,439 43,866 22,232 - 5,672,442
By class: RER:
- Banks and other financial institutions -RIREM SRR 5,391,905 187,931 23,299 18,503 - 5,621,638
- Corporate entities -hEER - - 20,567 3,729 - 24,296
- Others —Eff - 26,508 - - - 26,508
5,391,905 214,439 43,866 22,232 - 5,672,442
c. Other segmental information for 2011 c. 20MNFEHMHBEER
31 December 2011
ZE--FtZA=1-H
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance insurance Reinsurance  businesses  REPE K Total
AERR HERR BRE Hi %K ik a5
$'000 $°000 $'000 8000 $°000 $°000
YA fr i Fr fr fr
Capital expenditure EAHX 1,083,961 122,419 937 23,856 - 1,231,173
Depreciation and amortization FTEREH 205,994 74,424 2,730 18,934 12,544 314,626
Significant non-cash (income)/ BAERS (BA) /24
expenses (net exchange (gain)/ (ER (ki) BER
loss and net unrealized REBRRE
investment (gains)/losses and (W) /BB
impairment) REETE) (662,087) 158,701 (62637)  (11,610) (55,164  (632,797)
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

and assessment of segment performance.
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3 OPERATING SEGMENTS (continued) 3 EEDE (&)
d. Segmental income statement for 2010 d. 2010 DEEHK
Year ended 31 December 2010
HE-Z-ZET-A=T-HIEE
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance insurance  Reinsurance  businesses  ERE 8 1 Total
AERR HERR BRR Uk HE ek
$000 8000 $°000 $000 $000 8000
Fr Fr I I Fr r
Income KA
Gross premiums written THERRE 37,033,658 8,866,038 2,649,725 25,417 - 48,574,838
Policy fees REBYA 184,474 - - - - 184,474
37,218,132 8,866,038 2,649,725 25,417 - 48,759,312
Less: Premiums ceded to reinsurers R ﬁ%ZE AR
and retrocessionaires ELUE (305,736)  (1,358,829) (277,664) - - (1,942,229)
Net premiums written and policy fees é@ﬁﬁgﬁ REBYA 36,912,396 7,507,209 2,372,061 25,417 - 46,817,083
Change in unearned premium provisions, net & 2| & f "*1% 81
of reinsurance RERR (0572)  (504,805)  (294,56)  (16,020) - (835,029)
Net earned premiums ERBRERRER
and policy fees WAFE 36,891,824 7,002,404 2,077,535 9,397 - 45,981,160
Net investment income (note ) BERAEE () 3530004 421079 223,078 41,003 (3,182) 4,212,882
Net realized investment gains BERRENREFE
(note i) (2) 1043143 131,863 53,216 73,310 - 1301,532
Net unrealized investment (losses)/ RERLE (BB) /W%
gains and impairment (note (i) M@%ﬁ ( E/////) (142,433) 68,544 43,794 (4,370) - (34,465)
Other income L0 1ON 108,136 15,629 1,075 385,817 (282,184) 228,473
Other losses HinEia (98,184) (34,700) (27,865) (2,292) - (163,041)
Segment income FBUA 41333390 7,604,819 2370833 502,865  (285,366) 51,526,541
Benefits, losses and expenses A BRRER
Net policyholders’ benefits RERAATIZTE (4,649,761)  (3,840,439)  (1,307,326) (1,028) - (0,798554)
Net commission expenses BeX s (3,322,155)  (368,613)  (595,219) (1,719) 182,987 (4,104,719)
Administrative and other expenses ﬁﬂl&ﬁfﬁ%% (4,527,720)  (3,029,543) (80,267 (598,110) 97,492 (8,138,148
Change in life insurance contract B4 ,’JE EZl:
liabilities, net of reinsurance ﬁéﬁﬂ (27,543,760) - - - - (27,543,760)
(40,043,396) (7,238,505) (1,982,812  (600,857) 280,479 (49,585,181
Profit/(loss) from operations BERA/ (F 1280004 366,224 388,021 (97,992) (4,887) 1,941,360
Share of results of associates LR e Rq %ii 163 - - 8,784 - 8,047
Gain on disposal of a subsidiary HE-RNBAANEA - - - - 1,263,113 1,263,113
Finance costs HHEE (22733  (50,577) - (79,954) - (353264)
Profit/(loss) before taxation BEHER/ (58) 1067424 315647 388021  (169,162) 1258206 2,860,156
Income tax (charge)/credit HE () /s (127,544) 23,001 (15,367) (5,649) (81,130)  (206,689)
Profit/(loss) after taxation BRE&EN/ (FR) 939,880 338,648 372,654 (174,811) 1,177,096 2,653,467
Non-controlling interests FERBEER (408,674)
Profit attributable to owners BRELET 2,244,793
Segment revenue (including gross premium written and policy DEWA (BIEERRERE RIRE B
fees) and segment profit/(loss) represents the revenue and N) RDEEF (BE)EEDBBAR
profit/(loss) earned by each segment which is the measure wm A (EE) Jtl:TJ ﬁ %%@%ﬁzjﬁ
reported to the Board for the purpose of resource allocation VTR IR DB RFT M D B RIR



Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

3 OPERATING SEGMENTS (Continued)

d.

Segmental income statement for 2010 (Continued)

Included in the gross premiums written and segment profit of
property and casualty insurance business are gross premiums
of $1,919,273,000 and loss of $80,806,000 respectively,

d.

EOE(#)
2010F D fEIBR K (&)
HERBEBEEARRBRALY BE

FEd o Rl EERE1,919,273,0007T
X 51880,806,000 T E AR EBE N =T

related to MAC over which the Group has lost control as at 31 —ZEFF+ A=+ HEBIZEHEZR
December 2010. ZHEBR-
Year ended 31 December 2010
BE_Z-EET_A-f+-HALEE
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance insurance  Reinsurance  businesses  PIE ¥ Total
ANERE BERR BRR Bt %% #E ek
$'000 $000 $000 8000 $000 $000
i i I T i I
Note (i): Net investment income ) REWARE
Interest income from debt securities BHEEHFBMA
- Held-to-maturity -HAZIHA 2,076,151 41,628 133,990 1,868 - 2,253,637
- Available-for-sale - E 612,860 149,671 52,210 21,356 - 836,097
- Held-for-trading -BEER SRR 46 210 11,448 3,317 - 15,021
- Loans and receivables -ERRENFE 180,059 12,905 8 546 - 193,518
Dividend income from equity securities RAERBREMA
- Available-for-sale A E 54,167 11,062 10,501 4,543 - 80,273
- Held-for-trading -BEER SRS - - - 743 - 743
Dividend income from investment funds ~ REELBEMA
- Available-for-sale —-AfHE 249,355 73,878 1,101 - - 324,334
- Held-for-trading -BEEXSAR - 133 2,724 21 - 3,078
Bank deposits and other ROERREMK
interest income FBHA 464,442 83,211 9,814 8,469 - 565,936
Rentals receivable from EYRENERS
investment properties - 53,291 1,282 - (3,182) 51,391
Interest expenses on securities sold BEHEEEAFSER
under repurchase agreements (106,176) (4,910) - (60) - (111,146)
3,530,904 421,079 223,078 41,003 (3,182) 4,212,882
Note (ij: Net realized investment Hi) CERREWE/
gains/(losses) (B8)R8
Debt securities E#E
- Available-for-sale -TfhE (12137) 100,734 (1,117) 70,959 - 167,439
- Held-for-trading #EME S - 2 654 (842) - (166)
Equity securities A&
- Available-for-sale *—Wiﬁg 663,687 38,900 49,848 5,348 - 757,783
- Held-for-trading -BEERFAE - - - 1,648 - 1,648
Investment funds REES
- Available-for-sale —-mfE 391,593 (16,799) (735) - - 374,065
- Held-for-trading -BEES AR - - (162) (3,803) - (3,965)
Gain on disposal of investment HEREME NG
properties - - 4,728 - - 4,728
1,043,143 131,863 53,216 73,310 - 1,301,532
FEAFREIERER A A

2011 F3R




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(EBZR)
3 OPERATING SEGMENTS (continued) 3 BEEDI(#)
d. Segmental income statement for 2010 (Continued) d. 2010 DEIBHER (&)

Year ended 31 December 2010
BECR-ZET_A=T-HIEE

Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance  insurance  Reinsurance  businesses  FEEE K Total
AERE  HERR BRR  AMEH HE 2%
$°000 $'000 8000 $000 $'000 $'000
I i F Fr I i
Note (iij): Net unrealized investment 7 (i) - RBERREUE/
gains/(losses) and (B8 RAE
impairment B
Debt securities BRES
- Held-for-trading -BEEX AR - (553) 22,647 89 - 22,183
Equity securities BARE 5
- Held-for-trading %—rﬁf’ﬁﬁ&%ﬁL 46,360 - - (4,132) - 42,228
Investment funds REES
- Held-for-trading %—rﬁf’ﬁﬁ&%ﬁk - - 144 (327) - (183)
Surplus on revaluation of RENEEHRS
investment properties - 69,097 16,200 - - 85,297
Impairment loss reversed/ B/ (BR)RE:
(recognized) on:
- Held-to-maturity debt securities -BEREHRES - - 6,611 - - 6,611
- Available-for-sale equity securities and ~ —E/EHEEH K
investment funds REES (188,793) - (1,808) - - (190,601)
(142,433) 68,544 483,794 (4,370) - (34,465)
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(L E#ZR)
3 OPERATING SEGMENTS (Continued) 3 EENI &)
e. Segmental statement of financial position for 2010 e. 2010F D HEI MR T

31 December 2010

R-EB-FF+-A=t—H

Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance  insurance  Reinsurance  businesses  PEEIHE & Total
AERR BERD BRR Bt %% HE ek
8000 $000 $000 8000 $000 $000
i I T FT i I
Statutory deposits EEER 883,339 369,007 26,418 188,029 - 1,466,793
Property and equipment MERRME 2,325,978 798,929 87,240 44,173 24537 3,280,857
Investment properties RENE - 1,233,192 70,920 - - 1,304,112
Prepaid lease payments BERRERR 592,520 101,231 - - - 693,751
Debt securities (note () BHBES (7)) 77655998 4,691,068 3,565,913 539,066 - 86,452,045
Equity securities (ote (i) RAER (i) 10,825,027 867,194 543,601 112,721 (103,443) 12,245,300
Investment funds (note (i) REES () 3,963,343 229,303 58,035 - - 4,250,681
Cash and bank deposits RBeRBAFHR 22,881,404 3,288,209 1,503,104 272,524 - 27,945,241
Goodwill S - - - - 308,647 308,647
Intangible asset ﬁﬁﬁ? - - - - 261,408 261,408
Interest in associates REEARMER 1,091,899 - - 87,197 - 1,179,096
Reinsurers’ share of 17% Bl
insurance contract provisions RBANER 171,449 1,527,896 349,005 - - 2,048,350
Policyholder account assets in respect of & Eﬁ ?x BEREMZ
unit-linked products RERBAEFLE 4,909,073 - - - - 4900273
Other segment assets EpEERE 5,529,947 1,915,633 688,922 60,387 (51,776) 8,143,113
Segment assets THEE 130,830,377 15,021,662 6,893,158 1,304,097 434,373 154,483,667
Life insurance contract liabilities SRANAE 60,391,614 - - - - 60,391,614
Unearned premium provisions RIBEEEES 399,683 2,781,081 870,133 16,417 - 4,067,314
Provision for outstanding claims RARB LR 218,787 4,295,023 3,124,689 410 - 7,638,859
Investment contract liabilities READAE 36,246,249 - - 31,992 - 36,278,241
Interest-bearing notes ENEER 8,049,983 822,626 - 1,358,465 - 10,231,074
Securities sold under repurchase ELEEES
agreements 9,829,946 - - - - 9,829,946
Deferred tax liabilities ERHIES 1 1,410,510 - 1,721 14 79,222 1,491,467
Other segment liabilities EnnrBak 3,545,466 1,976,110 226,813 365,481 (40,591) 6,073,279
Segment liabilities AHaE 120,092,188 9,874,840 4,223,356 1,772,779 38,631 136,001,794
Non-controlling interests FERRRER (5,769,486)
Net assets attributable RAARRER
to the owners of the Company EEFE 12,712,387

’“%ﬁ?&"iﬁﬁf,jé%ﬁv‘%liéﬁ‘t/%
TE

Segment assets and segment liabilities represent the assets/
liabilities recorded by each segment which is the measure
reported to the Board for the purpose of resource allocation
and assessment of segment performance.

B WHREEEERTE N
BB RFHEDBRR -

B K FIRERIERR A BR A A
2011 F3R




Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

China Taiping Insurance Holdings Company Limited

2011 Annual Report

(B R)
3 OPERATING SEGMENTS (continued) 3 EERI(w)
e. Segmental statement of financial position for 2010 e. 20106 D EMBRREK (&)
(Continued)
31 December 2010
ZZ-ZF+ZA=1-H
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance  insurance  Reinsurance  businesses M8 & Total
AERR HERR BRR A% AE 8%
$000 8000 $'000 $'000 $'000 8000
Fr Fr Fr Fr Fr Fr
Note (j): Debt securities i) EEES
By category: RS
- Held-to-maturity R EELL: 59,202,825 938,079 2,517,027 86,574 - 62,764,550
- Available-for-sale —~AfEHE 14,544,512 3,424,499 872,219 381,682 - 19,222,912
- Held-for-trading -BEERSEE 33,130 99,095 169,616 53,183 - 355,024
- Loans and receivables -BEFRRENFE 3,855,531 229,395 7,051 17,627 - 4,109,604
77,655,998 4,691,068 3,565,913 539,066 - 86,452,045
By class: ek
- Central governments and —HRRET R
central banks HREFIT 24,325,960 772,878 410,191 94,250 - 25,608,279
- Public sector entities ~RHE 3,865,531 229,395 30,561 17,628 - 4,133,115
- Banks and other financial institutions -RAREMEBERE 28,000,927 2,098,246 1,810,884 309,548 - 32,219,605
- Corporate entities -hEEE 21,473,580 1,690,549 1,314,277 117,640 - 24,496,046
77655998 4691068 3565913 539,066 - 86452045
Note (ii): Equity securities i (i) BAEF
By category: RER:
- Available-for-sale —AnE 10,683,208 867,194 543,601 78,855 (103,443) 12,069,415
- Held-for-trading -BEEXSAR 142,019 - - 33,866 - 175885
10,825,227 867,194 543,601 112,721 (103,443) 12,245,300
By class: RER:
- Public sector entities —REEE - - 8,531 - - 8,531
- Banks and other financial institutions -ROREMEREE - 86,348 132,498 13,434 - 232,280
~ Corporate entities -LEEE 10825207 780,846 402,572 99087 (103443 12,004,489
10,825,227 867,194 543,601 112,721 (103,443) 12,245,300




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(B R)
3 OPERATING SEGMENTS (continued) 3 BEEDI(#)
e. Segmental statement of financial position for 2010 e. 20106 D EMBRREK (&)
(Continued)
31 December 2010
ZZ-ZE+ZAZ1-H
Inter-
segment
elimination
Property and and
Life casualty Other  adjustment
insurance  insurance  Reinsurance  businesses M EYH K Total
AERR HERR BRR R RE B%
8000 8000 $000 $'000 8000 8000
Fr F F Fr Fr Fr
Note (if): Investment funds i (i) - REES
By category: RER:
- Available-for-sale —AEnE 3,963,343 229,303 24,407 - - 4,217,053
- Held-for-trading -BEERHRE - - 38,628 - - 33,628
3,968,343 229,303 58,035 - - 4,250,681
By class: AR
- Banks and other financial -RITREM
institutions SRR - 170,534 24,971 - - 195,505
- Corporate entities -hEER 3,963,343 - 33,064 - - 3,996,407
- Others —Hff - 58,769 - - - 58,769
3963343 220303 58,085 - - 4250681
f. Other segmental information for 2010 f. 2010FHttnEEHR
31 December 2010
ZE-FF+ZfA=+-H
Inter-
segment
elimination
Property and and
Life casualty Other adjustment
insurance insurance  Reinsurance  businesses BEER Total
ASRE  BERR BRR RS HE 2%
8000 $'000 $000 $000 $°000 $'000
I i Fr Fr I Fr
Capital expenditure ERREX 301,580 127,481 4,423 20,661 - 454,095
Depreciation and amortization TEREHR 192,071 97,970 2,124 18,845 - 311,010
Significant non-cash (income)/expenses (net EK?FE% WA) /%
exchange (gain)/ (EX( Hﬁlﬁﬁ )/ BB
loss and net unrealized RAERK
investment (gains)/losses and (%&)/ lfi‘i #
impairment) RAEEE) 20,625 (42,008 (12,329) 6,669 - 192,943

FEAFRBIERERADF
2011 F3R




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

3 OPERATING SEGMENTS (Continued) 3 EEDM (&)

Geographical distribution:

More than 94% (2010: 95%) of the Group’s segment income is

REEBB 94% (==

—ZF:95% )Wk

derived from its operations in the PRC (other than Hong Kong and WARBRFAEZES (BB RBRFIRIN
Macau).
The Group’s information about its non-current assets by TRFAVWNAEBZREEMBEB YD HZIEEHE
geographical location of the assets are detailed below: E:
31 December 2011
—E2-—-f+ZBA=t—-H
PRC
(other than
Hong Kong
Hong Kong and Macau)
and Macau HE (BEBR Total
EEKEM RFIBRSM) HE
$°000 $°000 $°000
Fr Fr Fr
Non-current assets FERBEE
(other than financial instruments, (&@MIT A -ELT
deferred tax assets and MIEEERAR
rights arising under insurance Rriradz
contracts) REFBRAN) 1,870,782 5,829,403 7,700,185
31 December 2010
—Z—ZTF+-A=+—~H
PRC
(other than
Hong Kong
Hong Kong and Macau)
and Macau HE (BB R Total
BB KRN EFIBR M) |
$°000 $°000 $°000
FIT FT FT
Non-current assets FnBEE
(other than financial instruments, (eI A -EXT
deferred tax assets and BIEEERAR
rights arising under insurance oL =k
contracts) ERERAN) 1,680,557 4,163,218 5,843,775
FEEFER:

Information about major customers:

Iﬁ%ﬁ%$’il%7¥<ﬁﬁ§&ﬁ? L%LBZ)\
ERE10% 2 BB o

There were no customers for the year ended 31 December 2011
and 2010 contributing over 10% of the total gross premiums written
and policy fees of the Group.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

4 GROSS PREMIUMS WRITTEN AND POLICY FEES 4 EFERRFRERHFREERA

Principal activities FEER

The principal activity of the Company is investment holding. The ARBNEBEBRIREER - ANRQR 2B
principal activities of the Company’s subsidiaries are the underwriting RANTEEBEABREEREASRRER -
of direct life insurance business, property and casualty insurance PERBEBRSBEHRRER - IN K&
business and all classes of reinsurance business. Apart from these, B EEEZRB BETERRRPNE
the Group also carries on operations in pensions, asset management %o

and insurance intermediaries.

Year ended 31 December 2011
HE-Z--F+-A=Zt+-HLEE

Life

insurance Other

and Property and businesses

investment casualty - group life

contracts insurance  Reinsurance contracts
AERBR contracts contracts HEiER Total
BREEH HERKEN BRBRSY -BEREY am
$'000 $'000 $ ’000 $'000 $'000
FIT FI F Fr Fr
Gross premiums written EARRERA 37,928,838 7,930,219 3,431,083 599,564 49,889,704
Policy fees REBHA 208,334 - - - 208,334
38,137,172 7,930,219 3,431,083 599,564 50,098,038

Year ended 31 December 2010
BE-Z-ZF+-A=+-ALEE
Life

insurance Other

and  Property and businesses

investment casualty - group life

contracts insurance  Reinsurance contracts
ASRBR contracts contracts H‘rﬁl%f‘“ Total
REaH HMEREEYH BRREO BEEeH o
$'000 $ ‘000 $000 $000 $'000
FIT FIr FIr FIr T
Gross premiums written EARRERA 37,033,658 8,866,038 2,649,725 25417 48,574,838
Policy fees REBHA 184,474 - - - 184,474
37,218,132 8,866,038 2,649,725 25,417 48,759,312

K FREBIZERR AR A
2011¢$ﬁ 217




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

4 GROSS PREMIUMS WRITTEN AND POLICY FEES 4 EFERRERREBWRA ()

(Continued)
Principal activities (Continued) FEEK (Z)
In respect of life insurance contracts, the detailed breakdown are BEBRASRRBRENNFASTOT
as follows:
Year ended 31 December 2011
HE-Z--F+-P=t+-HLFE
Other
Individual ~ Bancassurance Group Channels Total
BARE RITRE BE STHE am
$°000 $°000 $°000 $°000 $°000
F Fr Fr Fr Fr
Single Premium BHRE 79,421 10,130,651 - 274 10,210,346
Regular Premium HARE
- First Year -BE 4,290,165 2,730,905 - 361,033 7,382,103
- Renewal Year - &5 10,040,204 9,432,972 - 253,372 19,726,548
Employee Benefit (‘EB’) EERF - - 606,103 - 606,103
Annuity Fg - - 3,738 - 3,738
14,409,790 22,294,528 609,841 614,679 37,928,838
Year ended 31 December 2010
HE-Z-ZET-A=+-HLEE
Other
Individual  Bancassurance Group Channels Total
BARE BITRR B STHE BE
$'000 $°000 $'000 $'000 $'000
FT F Fr FT FT
Single Premium BHRE 103,714 16,090,166 - 9 16,193,889
Regular Premium HARE
- First Year -BF 4,139,230 3,440,475 - 179,960 7,759,665
- Renewal Year -EF 6,075,686 5,941,709 - 84,757 12,102,152
Employee Benefit (‘EB”) EEREF - - 970,566 - 970,566
Annuity % - - 7,386 - 7,386

10,318,630 25,472,350 977,952 264,726 37,033,658
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Notes to the Consolidated Financial Statements (Continueq)

e ISR ERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

4 GROSS PREMIUMS WRITTEN AND POLICY FEES 4
(Continued)

Principal activities (Continued)
For life insurance and investment contracts, the individual single
and first year regular premium by payment term and feature are as

follows:

For the year ended 31 December

FERRRERREBWRA (2)

FEE (F)

BEUASRBEREEAYN BAASEREE
HAREREENRERVAENSENT

BE+=-A=+—HIFE

By Payment Term A E A

2011 % of Total 2010 % of Total
—E-—F BB —Z-TF (FHEEASH
Single B4 79,421 1.8% 103,714 2.4%
2-9 years 2-9%F 490,575 11.2% 798,755 18.8%
10-19 years 10-19F 1,321,440 30.3% 1,533,840 36.2%
20-29 years 20-29%F 2,148,513 49.2% 1,585,101 37.4%
30 years+ 30F 329,637 7.5% 221,534 5.2%
4,369,586 100.0% 4,242,944 100.0%

By Feature JZEE rp JE BE
2011 % of Total 2010 % of Total
—E-—-F HhBEEEI —T-TF FBEask
Short term savings MHERER 926,353 21.2% 1,875,380 44.2%
Long term savings RHFER 1,695,400 38.8% 1,234,697 29.1%
Long term protection RERER 1,275,918 29.2% 746,759 17.6%
Others Hith 471,915 10.8% 386,108 9.1%
4,369,586 100.0% 4,242,944 100.0%

For life insurance and investment contracts, the bancassurance
first year regular premium by payment term were as follows:

EBRASRREKRESLD RITRREFH
BRERMBHMNOBWT:

By Payment Term 125 B A
2011 % of Total 2010 % of Total
—E-—-F {hBEBEEI —T-TF WEEAS L
5 years 54 580,438 21.2% 181,770 5.3%
10 years 104F 2,140,404 78.4% 3,247,189 94.4%
Other Hi 10,063 0.4% 11,516 0.3%
2,730,905 100.0% 3,440,475 100.0%

FEAFRBIERERADF]
2011 F3R




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )
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5 INVESTMENT INCOME 5 REWA
Year ended 31 December
BZE+-B=1+—BLLEE
2011 2010
—F—— —E-TF
$°000 $'000
Fr Fir
Net investment income (note (a)) REWANFRE () 5,747,722 4,212,882
Net realized investment gains (note (b)) © B 18 & W3 %8 (#(b)) 66,275 1,301,532
Net unrealized investment losses AEBEREEFER
and impairment (note (c)) RAEFEEE (H(c)) (617,429) (34,465)
5,196,568 5,479,949
(a) Net investment income (a) BERNFEE
Interest income from BIEESFMBMWA (£0)
debt securities (note (i):
— Held-to-maturity —BE2RHH 3,314,464 2,253,637
— Available-for-sale — A E 910,236 836,097
- Held-for-trading - RBAEERZ RSB 6,752 15,021
— Loans and receivables —BE R EW RIS 396,815 193,518
4,628,267 3,298,273
Dividend income from B& A58 A B (aE(i)) -
equity securities (note (ii)):
— Available-for-sale —A & 109,268 80,273
- Held-for-trading -RFEERZA®B 2,224 743
111,492 81,016
Dividend income from BEESRBIA ()
investment funds (note (iii):
- Available-for-sale — Al & 183,809 324,334
- Held-for-trading —-BAEXRSAE 2,795 3,078
186,604 327,412
Bank deposits and HRATF R H At LS WA
other interest income 999,922 565,936
Gross rentals receivable from JEBIEEMHER S ERE
investment properties 75,922 54,437
Less: direct outgoings B BRI (1,962) (3,046)
Net rentals receivable from FEUE E MR © )55
investment properties 73,960 51,391
Net interest expenses on securities EHOE BAREESFEE
sold/purchased under repurchase/ pEiE=C
resale agreements (252,523) (111,146)
5,747,722 4,212,882
Notes: it
Year ended 31 December
BEt-A=t—ALEE
2011 2010
—E—— —E-TF
$’000 $'000
FT For
(i) Interest income from debt securities: iy EHBEHFABWA:
Listed Em 737,640 795,410
Unlisted e 3,890,627 2,502,863
4,628,267 3,208,273
(i)  Dividend income from equity securities: (i) BAFHKEWMA
Listed £ 109,589 77,781
Unlisted e 1,903 3,235
111,492 81,016
(iiiy  Dividend income from investment funds: (iiy BEESBRBEWA
Listed £ 94,457 213,476
Unlisted e 92,147 113,936
186,604 327,412




Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

(X B F)
5 INVESTMENT INCOME (continued) 5 ®REWA#)
Year ended 31 December
BHE+ZA=1+—BHILEE
2011 2010
—E2——-F5 ZZT-ZF
$°000 $’000
FT For
(b) Net realized investment (b) CEREREWRS (FHE)
gains/(losses) FEE
Debt securities (note (i)): BEEEF (20))
- Held-to-maturity —FEZHEH 1,655 -
— Available-for-sale — Al & 86,864 167,439
— Held-for-trading - BAEXZHRE 23,150 (166)
111,669 167,273
Equity securities (note (ii)): IRAFEFH (FF3i)) -
— Available-for-sale —A e 83,148 757,783
- Held-for-trading -BAEXRSHE (11,275) 1,648
71,873 759,431
Investment funds (notefiii)): WEREE (Fi))
- Available-for-sale —A e (117,234) 374,065
— Held-for-trading —“RHEERSA® (83) (3,965)
(117,267) 370,100
Gain on disposal of HERE Y W=
investment properties - 4,728
66,275 1,301,532
Notes: it
Year ended 31 December
BE+-_HA=+—-HLEFE
2011 2010
—®——-%  -T-TF
$’000 $'000
Fr For
(i)  Net realized investment gains/(losses) on () BHEEHFEEBRKE
debt securities: Wz, (B518)F%8:
Listed = 112,357 151,363
Unlisted B (688) 15,910
111,669 167,273
(i) Net realized investment gains/(losses) on iy BRABHFDERRKRE
equity securities: Wz, (B518)F%8:
Listed = 61,681 759,431
Unlisted LT 10,192 -
71,873 759,431
(iiiy  Net realized investment gains/(losses) on (i) REESDERRE
investment funds: Wz, (B518) F8
Listed = (57,524) 106,103
Unlisted LT (59,743) 263,997
(117,267) 370,100

FEAFRBIERERADF]
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)

(X B FR)
5 INVESTMENT INCOME (continued) 5 REWA(®)
Year ended 31 December
BHE+Z-A=1+—HBLLEE
2011 2010
—E-—-F5 —Z-ZF
$°000 $’000
FT For
(c) Net unrealized investment (c) RERRE (F#E) WH
(losses)/gains and impairment /FJL{E@%E
Debt securities (note (j)): B EH (E())
- Held-for-trading —FHER ® (4,623) 22,183
Equity securities (note (ij): MR ARBH (A i)
— Held-for-trading -BAEXRSHE (4,554) 42,228
Investment funds (note (ii}): WEED (F0i))
- Held-for-trading —-BAERSAE (4,344) (183)
Surplus on revaluation of REMEEH R
investment properties 195,241 85,297
Impairment loss (recognized)/reversed: (#ER) /BIRREE :
- Held-to-maturity debt securities —BFEEIPREEES - 6,611
— Available-for-sale equity securities —AHEEREABELFR
and investment funds KEE® (799,149) (190,601)
(617,429) (34,465)
Notes: 7
Year ended 31 December
BE+-HA=+—-HLEFE
2011 2010
—g——%  -T-%f
$’000 $'000
Fr For
(i) Net unrealized investment )y EBHEBIHAEERE
(losses)/gains on debt securities: (BB WS F8E:
Listed i (4,166) 4,757
Unlisted LT (457) 17,426
(4,623) 22,183
(i) Net unrealized investment (i) BABHAEEELE
(losses)/gains on equity securities: (F518) Wk %8
Listed i (4,554) 42,228
Unlisted EEM - -
(4,554) 42,228
(iii)  Net unrealized investment (i) WEEESRE fﬁ&ﬁ
(losses)/gains on investment funds: (B18) W38
Listed W (3,892) (1,039)
Unlisted LT (452) 856
(4,344) (183)
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Notes to the Consolidated Financial Statements (Continued)

mEMEHRREE &)

(Expressed in Hong Kong dollars)
(BB SR )

6 OTHER INCOME/OTHER GAINS/(LOSSES) 6

(a) Other income

HEfpl A bl za
(a) EflA

(E51])

Year ended 31 December

BE+-ZA=+—HLEE

2011 2010
—B2——-F5 Z—ZZET-ZF
$’000 $°000
Fr For
Fee income from provision of REBEEEEERFERA
asset management services 43,573 21,902
Fee income from provision of RERBPNRBEE WA
insurance intermediary services 31,851 25,679
Fee income from provision of REEEZREREERBEERA
pension administration services 98,451 87,434
Interest income on secured loans ~ REFHABEFERF B WA
to policyholders 66,305 33,305
Others E A 103,135 60,153
343,315 228,473

(b)

Other gains/(losses)

(b) HEflz, (FiE)

Year ended 31 December

BE+-A=+—HLEE

2011 2010
—E-—F ZZET—ZF
$°000 $’000
Fr Fir
(Loss)/gain on disposal of property H&E¥WEREE (FE), S
and equipment (467) 205
Net impairment losses written back 47 % & &% #5 ) (& [ £ % 58
on property and equipment 33,581 8,172
Net exchange loss PE 518 55 (15,368) (158,478)
Reversal/(recognition) of net IR B B P UBRR SR K% EL At 8 Ui BR R
impairment losses on insurance AR (HER)FHE
debtors and other debtors 2,336 (12,940)
20,082 (163,041)

B K IR A BR A A
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Notes to the Consolidated Financial Statements (Continued)

e IR MR (2

(Expressed in Hong Kong dollars)
(BB SR )

7 NET POLICYHOLDERS’ BENEFITS AND NET 7 REFEANZFENAS T HFRE
COMMISSION EXPENSES

(a) Net policyholders’ benefits (a) REFBAFNZFE

Year ended 31 December 2011
BEZE--5+t-A=t+-HLEE

Life Other
insurance and  Property and businesses
investment casualty - group life
contracts insurance  Reinsurance contracts
ASRBR contracts contracts Hitng Total
REGHN HERKEY BREEH -BREH ok
$'000 $'000 $°000 $'000 $'000
Fr I fr fr fr
Claims and claim adjustment expenses REFAELN 812,254 3,765,474 2,624,717 169,745 7,372,190
Less: Reinsurers’ and ﬂ W%&E’V“%’E
retrocessionaires’ share (160,891) (326,113) (493,165) (43,626) (1,0283,795)
651,363 3,439,361 2,131,552 126,119 6,348,395
Surrenders &R 2,706,983 - - - 2,706,983
Annuity, dividends and Fe PARIERT
maturity payments 1,707,761 - - 8,456 1,716,217
Interest allocated to AREREEN 2 FE
investment contracts 1,115,898 - - - 1,115,898
6,182,005 3,439,361 2,131,552 134,575 11,887,493
Year ended 31 December 2010
BE-Z-TET-A=+-HIEE
Life Other
insurance and Property and businesses
investment casualty - group life
contracts insurance Reinsurance contracts
AERBR contracts contracts %R Total
REAH  HERBAY BRREH -BRa ek
$000 8000 §000 $000 $'000
i I T I I
Claims and claim adjustment expenses BRRERAEIN 783,877 4,436,898 1,412,399 929 6,634,103
Less: Reinsurers’ and
retrocessionaires’ share BBERREANE (215,672) (596,459) (105,073) - (917,204)
568,205 3,840,439 1,307,326 929 5,716,899
Surrenders BIR 1,412,938 - - - 1,412,938
Annuity, dividends and E4 PURIEAR
maturity payments 1,462,716 - - 99 1,462,815
Interest allocated to AREREANZFE
investment contracts 1,205,902 - - - 1,205,902
4,649,761 3,840,439 1,307,326 1,028 9,798,554
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Notes to the Consolidated Financial Statements (Continueq)
e R ERERMEE (2)

(Expressed in Hong Kong dollars)
(BB SR )

7 NET POLICYHOLDERS’ BENEFITS AND NET 7 REFEANZFENAS T HFRE
COMMISSION EXPENSES (Continued) ()

(b) Net commission expenses (b) HEXZHFHE

Year ended 31 December 2011
BEZE--5+t-A=t+-HLEE

Life Other
insurance and  Property and businesses
investment casualty - group life
contracts insurance  Reinsurance contracts
ASRBR contracts contracts At Total
REGH HERKEY BREBEH -BREH k]
8000 $°000 $000 8000 8000
fr Fr i fr 7
Gross commission expenses EReH 3,361,411 683,365 876,808 64,856 4,986,440
Reinsurance commission income BREB2MA (41,128) (448,454) (64,489) (23,380 (577,451)
Net commission expenses BexitFE 3,320,283 234,911 812,319 41,476 4,408,989

Year ended 31 December 2010
HE-Z-SFT-AZT-HIEFE

Life Other
insurance and  Property and businesses
investment casualty - group life
contracts insurance Reinsurance contracts
ABRB R contracts contracts EEH Total
REGH HEREEH BERBAH -ERas B
$000 $000 8000 $000 $000
Fr F Fr Fr Fr
Gross commission expenses EREEM 3,252,093 738,674 657,141 1,719 4,649,627
Reinsurance commission BREBSMA
income income (56,669) (426,317) (61,922) - (544,908)
Net commission expenses MBexHFE 3,195,424 312,357 595,219 1,719 4,104,719

FEAFRBIERERADF
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Notes to the Consolidated Financial Statements (Continueq)
e MR (2

(Expressed in Hong Kong dollars)

(L EBZYR)
8 PROFIT BEFORE TAXATION 8 PBRFANEA
Profit before taxation is arrived at after charging/(crediting): RS FMENR, (Ee)
Year ended 31 December
BE+-A=+-BLEFE
2011 2010
—E——F ZZE-ZF
8’000 $°000
Fr Fir
(a) Finance costs: (a) HEER:
Interest on interest-bearing notes FNEEBFRE
- payable within 5 years —RAEFRLH 213,839 156,508
- not payable within 5 years —TNEBREFRIA 351,690 196,756
565,529 353,264
(b) Staff costs (including directors’ (b) EITRA (BEEEME) :
remuneration):
Salaries, wages and other benefits Fe IEREMAR 3,580,906 3,014,752
Employee share-based AR ZEEMERNZE
compensation benefits 7,896 28,401
Contributions to defined 2 5] E fH FUR R ET B K
contribution retirement plans 376,464 320,334
3,965,266 3,363,487
(c) Other items: (c) Hfth1E R :
Auditor’s remuneration 1% S AN B &
— audit services —ZH RS 6,985 6,471
— tax services — R 549 170
Depreciation of property and MENRZETE
equipment 306,478 297,815
Operating lease charges in respect FEMENKCEHEER
of properties 368,989 372,314
Share of associates’ taxation charge B & R RRIBEE N 21,892 -
Amortization of prepaid TEHEE A
lease payments 8,148 13,195
Amortization of intangible assets mEAE#N 141 -
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Notes to the Consolidated Financial Statements (Continueq)
e MR (2

(Expressed in Hong Kong dollars)

(L EBZYR)
9 DIRECTORS’ REMUNERATION 9 EEME
Directors’ remuneration disclosed pursuant to section 161 of the RIEEE CATHERD) E161165IFRAE S
Hong Kong Companies Ordinance was as follows: W
Year ended 31 December 2011
BE-Z--E+-A=t-HLEE
Salaries Retirement
and other Share based scheme
Directors’ emoluments Discretionary ~ payments contributions
fees 4R bonuses B4 & &R Total
E5he Hite MERA REfF BEE By
$'000 8000 $'000 $'000 $'000 $'000
fr fr i Fr f fr
Executive directors: BTES:
Lin Fan ! L - 515 1,289 - 55 1,859
Song Shuguang ' RE#' - 464 1,160 - 49 1,673
Xie Yiqun ' Fiicd - 438 1,096 - 12 1,546
Peng Wei ! g - 438 1,096 - 12 1,546
Ng Yu Lam, Kenneth REF - 1,926 733 292 12 2,963
Shen Koping, Michael LAE - 908 752 2,451 12 4,123
Lau Siu Mun, Sammy AHx - 1,444 662 202 180 2,488
Non-executive directors: FHTES:
Li Tao 34 = = = = = =
Wu Jiesi RER 300 - - - - 300
Che Shujian BER 300 - - - - 300
Lee Kong Wai Conway ThfE 200 - - - - 200
800 6,133 6,788 2,945 332 16,998
' According to the regulations of the PRC relevant authorities, the directors’ ! RIEEI R BB PIGIHEE —F——FRERKE
salary, other emoluments and discretionary bonus for 2011 has not yet EFra A2 REEFEAIE R A -

been finalized.

A K AR IZERE B BR A A
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)
(BB SR )

9 EEME ()

Year end 31 December 2010
HE-Z-ZF+-A-T-HILFE
Salaries Share  Retirement
and other based scheme
Directors’  emoluments  Discretionary payments  contributions

9 DIRECTORS’ REMUNERATION (Continued)

fees ek bonuses kin & RIR Total
Tk e ik WEL ¥ HENS ag
$'000 $000 $'000 8000 $000 $000
I I FI FIT Fr I
Executive directors: $1ES:
Lin Fan? 2 - 490 1,226 - 118 1,834
Song Shuguang? RE %2 - 441 1,104 - 100 1,645
Xie Yiqun? s - 417 1,042 - 12 1471
Peng Wei? PR
(appointed on 24 February 2010) (20105224 % E) - 355 888 - 11 1,254
He Zhiguang? {5 %2
(resigned on 12 March 2010) (BER2010F3A 128 58 ) - 104 - 336 3 443
Ng Yu Lam, Kenneth RER - 1,788 899 708 12 3,402
Shen Koping, Michael LAE - 887 1,014 4,376 12 6,289
Lau Siu Mun, Sammy 9% - 1,348 661 538 177 2,724
Non-executive directors: FHTES:
Li Tao 3E - N - 936 - 936
Wu Jiesi RER 300 - - - - 300
Che Shujian BER 300 - - - - 300
Lee Kong Wai Conway TEE 200 - - - - 200
800 5,830 6,834 6,889 445 20,798
2 According to the regulations of the PRC relevant authorities, the directors’ 2 REEXBREEPINEE —F—FFERKE

FHe HEbe REELAIBERLREN L -

salary, other emoluments and discretionary bonus for 2010 has been
finalized as disclosed above.

L2 B30 AIRE A R R R R ARG 8
R B An BE Ryt 81X T B8040 & = A0 SR AR R X
MRETARREANAEEE - BALSE
BEMRENFEERETEREEN [RK
RESHE] - [ty R ET &) KRBT EE40

The above emoluments include the value of share options granted
and shares awarded to certain directors under the Company’s
share option scheme and share award scheme, respectively, as
estimated at the date of grant and award. The details of these
benefits in kind are disclosed under the paragraph “share option
scheme” and “share award scheme” in the directors’ report and
note 40.

E=EMEEAREST 2 RALBE AQ A
ZEBHEBRENARBRTHR THES
ehVHZESET -

Discretionary bonuses for directors are based on performance and
duties of directors, Company’s performance and the prevailing
market conditions and is decided by the Board and the remuneration
committee of the Company.

RZE——FR_F-TF+_H=+—H
IFFE BESEFHERREEFHS -

No directors waived any emoluments in the years ended 31
December 2011 and 2010.
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Notes to the Consolidated Financial Statements (Continued)

mEMEHRREE &)

(Expressed in Hong Kong dollars)
(BB SR )

10 INDIVIDUALS WITH HIGHEST EMOLUMENTS 10 R AL
Of the five individuals with the highest emoluments, two (31 December ERfismMEMmALTHR Wi (Z2—FF
2010: two) are directors whose emoluments are disclosed in note +ZA=+—H M)AESZ FHENHNE
9. The emoluments of the remaining three (31 December 2010: HIBHAMEI BN AT (ZZE—FF
three) individuals are as follows: +ZA=+—H: =) BBEET:
Year ended 31 December
BE+-A=+-BLEFE
2011 2010
—E——F ZZE-ZF
8’000 $°000
FT Fr
Salaries and other emoluments FekEMME 5,886 3,602
Discretionary bonuses B E B AL 6,601 5,927
Share based payments f& 10 B AN A - 2,160
Retirement scheme contributions RORET SRR - -
12,487 11,689
The emoluments of the individuals with the highest emoluments ZEEaWNEALTHHEEULTERN
are within the following bands:
Year ended 31 December
BEZE+-A=+-BLFE
2011 2010
—E——F ZZET-ZF
Number of Number of
$ individuals individuals
JT AE N
3,000,001 - 3,500,000 - 2
3,500,001 - 4,000,000 1 -
4,000,001 - 4,500,000 2

5,000,001 - 5,500,000 1

B K IR A BR A A
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

11 INCOME TAX IN THE CONSOLIDATED INCOME 11 #&&
STATEMENT

RiERANBIE

(a) Taxation in the consolidated income statement represents:

(a) FEBBRRATHOBES:

Year ended 31 December

BE+t-A=+-BLFE

2011 2010
—E——F ZZE-ZF
$’000 $'000
Fr For
Current tax - Hong Kong Profits Tax & 8% 18 — &8 F 5
Provision for the year ifﬁ%m = 410 31,718
Under/(over)-provision in respect of 48,/ (% 1R) A FEEH
prior years 53,000 (21)
53,410 31,697
Current tax - Outside Hong Kong EHHE-FBUINMEE
Provision for the year FER R ER 52,436 283,020
(Over)/under-provision in respect of (%#2) VIR AEFE #E
prior years (17,587) 191
34,849 283,211
Deferred tax credit (note) EERER R ()
Origination and reversal of HREEZE 7 BREEL
temporary differences (115,977) (108,219)
Income tax (credit)/charge BME(Ee) T H (27,718) 206,689
Note: For details of deferred tax recognized, refer to note 31(b). i BERIERRZFE B2E310b) -
The provision for Hong Kong Profits Tax represents the Group’s BEANGHEHSEAREREBREAM
estimated Hong Kong Profits Tax liability calculated at the ERE BRE BETERREBHNE
standard tax rate of 16.5% (31 December 2010: 16.5%) on aﬂ%awgsw;m 1#16.5% (fgfg
its assessable profits from property and casualty insurance, +=ZA=+—H:16.5% ) MIZEF Kt
reinsurance, asset management and insurance intermediary EREETEAEERNEH  EXREaBFR
businesses, except for its assessable profits from the business %) BRI TS BT ?R/ IR IR 1R 2
of reinsurance of offshore risks, which is calculated at 8.25% MEH—F A8.25% (ZFE—TF+=

(31 December 2010: 8.25%), one-half of the standard tax rate. A=4+—

MEFRIEFTANE N EMR

H:8.25%)st&-

The under-provision of Hong Kong Profit Tax in respect of prior

years of $53,000,000 represents a provision for potential tax
exposure, as mentioned in note 45.

Taxation outside Hong Kong for subsidiaries outside Hong Kong
is calculated at the rates prevailing in the relevant jurisdictions.
Under the Enterprise Income Tax Law of the PRC, the enterprise
income tax rates for domestic companies in different provinces
in the PRC range from 24% to 25% (31 December 2010: 22%
to 25%).

The current tax provision outside Hong Kong in 2010 included
an amount of $81,130,000, being a 10% withholding tax of
the PRC in relation to the disposal of MAC.
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

AL

11 INCOME TAX IN THE CONSOLIDATED INCOME mEBRRANBIE#)

STATEMENT (Continued)

11

(b) Reconciliation between tax charge and accounting profit (b) BIEBXHEESH B RBERARENHIE

at applicable tax rates: ZHER:
Year ended 31 December
BE+-B=+—-HILFE
2011 2010
—E-—F C"T-ZF
$°000 $’000
Fr Fir
Profit before taxation 7 A1 i A 892,134 2,860,156
Notional tax on profit before RREE R EA
taxation, calculated at the rates By AR R AT E
applicable to profits in the AR M 82 &= BIE
jurisdictions concerned 189,001 545,802
Tax effect of non-deductible expenses A & 2 B IE & # E 83,167 171,035
Tax effect of non-taxable income BERBMBAZHIETZ L (871,642) (369,795)
Tax effect of non-deductible temporary K #5871~ o] sk &9 & B 14 = 2
difference not recognized ZTRIBEFE (5,253) 21,096
Effect of tax concession granted to REBEFRARBROBRREBS 2
the business of reinsurance with MIAER
offshore risks 6,347 (21,938)
Tax effect of tax losses AIER E’J %R HEEZ
not recognized MIEZ 83,626 44,336
Tax effect of prior years’ tax losses Eif‘%ﬁlﬁgﬂéﬁ$¢f§@ifﬁ
utilized this year IR (55,158) (63,246)
Tax effect of different tax rates in R BAF L/( INZ D RAE
branches located outside TRBEZBRBEZE
the head office 6,781 (3,523)
Tax effect of different tax rates on i R % Bz 79 R 3R
gain on disposal of MAC IR = (127,248)
Under-provision in prior years DIRAFEEE 35,413 170
Actual tax (credit)/charge ERMHIE (ER) XH (27,718) 206,689
12 PROFIT ATTRIBUTABLE TO OWNERS OF THE 12 R FREREMLER
COMPANY
The consolidated profit attributable to owners of the Company RAARIRREEGFEAEZNBE—FE2IA
includes profit of the Company of $46,263,000 (31 December 2010: AR BB 5 R 3 B AN 2 A F1146,263,0007T
$61,945,000) which has been dealt with in the financial statements (ZF—FF+ZA=+—H:61,945,000
of the Company. JT) e
13 DIVIDENDS 13 RE
No dividend was proposed, approved or paid during 2011 or 2010, RZF——FR_T-TFWEEIR 2
nor has any dividend been proposed, approved or paid since the REAARE WG BB INEE IR - ZEK
end of the reporting periods. SRR B .

P EKFRE
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

14 EARNINGS PER SHARE

(a)

(c)

Basic earnings per share

The calculation of basic earnings per share is based on the
profit attributable to owners of the Company of $495,305,000
(31 December 2010: $2,244,793,000) and the weighted average
number of ordinary shares in issue during the year, excluding
shares held for the Share Award Scheme, of 1,702,986,359
(81 December 2010: 1,700,714,759).

Diluted earnings per share

The calculation of diluted earnings per share is based on the
profit attributable to owners of the company of $495,305,000
(31 December 2010: $2,244,793,000) and the weighted average
number of 1,713,969,353 ordinary shares (31 December 2010:
1,714,442,722) after adjusting for the effects of the potential
dilution from ordinary shares issuable under the Company’s
Share Option Scheme and Share Award Scheme.

Reconciliations

14 SREF|

(a)

(b)

(c)

EREREF
BRELRBFEEB AN R EENR
F495,305,0007T <_- —FTF+ A
=+—8: 2m4m3mmn>,&T@%
ARG ERAEMBEZRGHNFEARNE
17 E B AR & hnAE 35 %01,702,986,359
(== —ZHF+_-_F=+—8:
1,700,714,759) 5t & -

BREERF

EREERFRIZBARFKERENSL
F495,305,000c (=T —ZTH+ = A
—+ H :2,244,793,0007C) K2 AR
AR E R SRR EI T A B
@EE&/ FENTHTLEBRIEH AR
15/ @ AR pn A 35 #01,713,969,353
Hﬁ(:§*§¢+:ﬂz+fa :
1,714,442, 722) 5t & o

AR
31 December 31 December
2011 2010
—E-——f —E-FF
+ZA=+-H +-—A=+—8
Number of Number of
shares shares
BoHE %1 8 B

Weighted average number of REsTE G REREF
ordinary shares less shares R FBR AR 1 22 B &t 2l
held for Share Award Scheme mishE 2 RMNHER
used in calculating basic earnings % i I hN#E F 9 AR &

per share

Effect of Share Option Scheme
Effect of Share Award Scheme

Weighted average number of REstEGREE AT
ordinary shares used in calculating

diluted earnings per share
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Notes to the Consolidated Financial Statements (Continueq)
e MR (2

(Expressed in Hong Kong dollars)
(BB SR )

15 FIXED ASSETS 15 EE&EE
(a) The Group (a) &=
Property and equipment Investment properties
NERRE RENE
Investment
Furniture Completed  properties Prepaid
Land and and investment under lease
buildings Construction fixtures ~ Computer Motor properties  construction payments
1#E  inprogress HAR  equipment vehicles  Sub-total BRAN BRAH B Total
BEH HRIR BE%E  EERE RE Mt RENE RENE  EEAR i)
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000
fz fz fz fz fz fz fz fr fr fr
Cost or valuation: RAS{EE:
At 1 January 2010 R=Z-T%-5-H 2,872,627 39,257 304,184 588,543 184,423 3,989,034 1,193,230 - 705,053 5,887,317
Exchange adjustments ExgR 78,490 1,311 8,969 19,097 6,286 114,153 - - 26,539 140,692
Additions EE 99,677 123,142 87,943 114,526 28,807 454,095 - - - 454,095
Disposals HE (13) (4,1009) (17,653) (30,577) (20,553) (72,905) (43,127) - - (116,032)
Eliminated on disposal of a subsidiary HE-EHBARAREHE (30,434) - (43582)  (88,320)  (28,482)  (190,768) - - - (190,768)
Reclassification EFSE 32,619 (37,144) 1,361 3,164 - - - - - -
Surplus on revaluation BiEAH - - - - - - 85,297 - - 85,297
Surplus on revaluation upon transfer from ~ EfESEE+LHR
land and buildings to investment properties ~ EENERENE 23,094 - - - - 23,004 - - - 23,094
Transfer from land and buildings to HBATHREEN
investment properties ERENE (72,768) - - - - (72,768) 68,712 - - (4,056)
At 1 January 2011 W=Z-—%-F-8 3,008,292 122,457 341,272 606,433 170,481 4,243935 1,304,112 - 731,592 6,279,639
Exchange adjustments Exf% 99,032 11,266 14,992 27,709 8,287 161,286 943 - 52,976 216,206
Additions £E 757,518 111,699 66,282 135,038 27,262 1,097,799 1,404 131,970 - 1,231,173
Disposals e - - (8,862) (28,507) (15,967) (53,336) - - - (53,336)
Reclassification BN 18,113 (44,108) - 25,990 - - - - - -
Surplus on revaluation BRESR - - - - - - 163,315 31,926 - 195,241
Surplus on revaluation upon transfer from  EffBHEE TR
land and buildings and prepaid lease BENRBARERR
payments to investment properties ZRENE 233,466 - - - - 233,466 - - 313,936 547,402
Transfer from prepaid lease paymentsand ~ EHBEMAER H R
construction in progress to investment ERIBEREHRY
properties under construction REWE (Wit15)
(Note 15(g)) - (89,336) - - - (89,336) - 972,202 (913,614) (30,748)
Transfer from land and buildings to BETHREEY
completed investment properties ZERRNRENE (407,453) - - - - (407,453) 394,967 - - (12,486)
Transfer from completed investment properties #EE R MR ENEE
to land and buildings i REEN 85,265 - - - - 85,265 (85,265) - - -
At 31 December 2011 RZF-—F
+ZA=+-H 3,789,233 111,983 413,684 766,663 190,063 5,271,626 1,779,476 1,136,098 184,890 8,372,090
Representing: R&:
Cost KA 3,789,233 111,983 413,684 766,663 190,063 5,271,626 - - 184,890 5,456,516
Valuation - 2011 HE-=%F—— - - - - - - 1,779,476 1,136,098 - 2915574
3,789,233 111,983 413,684 766,663 190,063 5,271,626 1,779,476 1,136,098 184,890 8,372,090

FEAFRBIERERADF]
2011 F3R




Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

(R
B [=—1p?-.<4 =
15 FIXED ASSETS (Continued) 15 BIE&EE (&)
(a) The Group (Continued) (a) ~&H (&
Property and equipment [nvestment properties
NERRE RENE
Investment
Furniture Completed properties Prepaid
Land and and investment under lease
buildings ~ Construction fixtures Computer Motor properties  construction payments
iRk inprogress FAR  equipment vehicles Sub-total ERBE BRAH Ef Total
2% HEIR Ee%E ElRG A& Nt RENE REME BERK it
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000
fz fz fz fz fz fz fz fz fz fr
A lated depreciation and impai RHAERAE:
At 1 January 2010 RZZ-24-A-H 311,490 - 145,382 267,384 75,257 799,513 - - 23,614 823,127
Exchange adjustments Exfg 6,931 - 5,232 11,089 3,323 26,575 - - 1,032 27,607
Charge for the year TEENE 82,615 - 66,185 115,550 33,465 297,815 - - 13,195 311,010
Written back on disposal HERRE - - (12,578) (23,404) (13,577) (49,559) - - - (49,559)
Eliminated on disposal of a subsidiary HE-EHBARAEHE (25,345) - (08,095 (31,233) (14,365  (99,038) - - - (99,038)
Impairment loss written back BB (8,172) - - - - (8,172) - - - (8,172)
Transfer from land and buildings to BHIMREEY
investment properties ZRENE 4,056) - - - - (4,056) - - - (4,056)
At 1 January 2011 W=Z-—%-F-H 363,463 - 176,126 339,386 84,108 963,078 - - 37,841 1,000,919
Exchange adjustments EXHE 17,614 - 9,149 17,653 4,640 49,056 - - 1,836 50,892
Charge for the year TEENE 88,643 - 86,951 103,137 21,747 306,478 - - 8,148 314,626
Written back on disposal HEREE - - (2,951) (35,006) (11,322) (49,279) - - - (49,279)
Impairment loss written back RERE (33,581) - - - - (33,581) - - - (33,581)
Transfer from prepaid lease payments to BERAEEAR
investment properties under construction ERRTHRENE - - - - - - - - (30,748) (30,748)
Transfer from land and buildings to BETHREEY
completed investment properties ZERRORENE (12,486) - - - - (12,486) - - - (12,486)
At 31 December 2011 RZE——F
+=B=+-H 423,653 - 269,275 425,170 105,168 1,223,266 - - 17,077 1,240,343
Net book value: REFE:
At 31 December 2011 RZT-—%
+ZB=t+-8 3,365,580 111,983 144,409 341,493 84,895  4,048360 1,779,476 1,136,098 167,813 7,131,747
At 31 December 2010 RZZ-%F
+ZA=+-H 2,639,829 122,457 165,146 267,047 86,378 3,280,857 1,304,112 - 693,751 5,278,720
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Notes to the Consolidated Financial Statements (Continueq)
e EERERME (2)

(Expressed in Hong Kong dollars)

(LSRR )
15 FIXED ASSETS (Continued) 15 BIE&EE (&)
(b) The Company (b) &~AF
Furniture
and fixtures Motor
RER vehicles Total
EEEE AE s
$’000 $’000 $’000
For For For
Cost: AR :
At 1 January 2010 R-_ZE—ZFZF—F—H 2,845 816 3,661
Additions HE 74 - 74
Disposals e (33) - (33)
At 1 January 2011 R-_FE——F—F—H 2,886 816 3,702
Additions 2E 252 - 252
At 31 December 2011 RZTE——%F
+=—A=+—8 3,138 816 3,954
Accumulated depreciation: ZEtHE:
At 1 January 2010 RZE—FF—H—H 2,589 816 3,405
Charge for the year KEEHE 84 - 84
Written back on disposal HE R D (33) - (33)
At 1 January 2011 RZZE——F—H—H 2,640 816 3,456
Charge for the year REEHE 105 - 105
At 31 December 2011 RW-_ZE——%F+_-_A=+—H 2,745 816 3,561
Net book value: BRTENEE
At 31 December 2011 RZE——F+=_A=+—H 393 - 393
At 31 December 2010 R_ZE-—ZEFE+-_A=+—8H 246 - 246

B K FIRRIERR A BR A A
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Notes to the Consolidated Financial Statements (Continued)
e EERERME (2)

(Expressed in Hong Kong dollars)

(L EBZYR)
15 FIXED ASSETS (Continued) 15 EEEE &)
(c¢) Land and buildings (c) THhRiEF
The analysis of net book value of land and buildings was as THREFEMFEMNSTOT
follows:
The Group
rEE
31 December 31 December
2011 2010
—B——F —T-ZF
+=—BA=+—H +=-A=+—8H
$°000 $°000
F Fir
In Hong Kong HE
- Long leases —-RHHEE 459,965 343,672
- Medium-term leases —HEHEE 4,285 4,404
Outside Hong Kong BB IR
— Medium-term leases —hHHEE 2,901,330 2,291,753
3,365,580 2,639,829
(d) Investment properties (d)y BEWE
The analysis of net book value of investment properties was REMEREDFENS>TET
as follows:
The Group
rEE
31 December 31 December
2011 2010
—2——-F —T-ZF
+tZA=t-H +-A=+-—-8
$°000 $'000
Fr Fir
Completed investment properties B xRHBREYE
In Hong Kong BB
- Long leases —REHEE 1,364,915 1,295,152
— Medium-term leases —h i E 9,700 8,960
Outside Hong Kong BB AN @
- Long leases —RHMEE 404,861 -
Investment properties under BRPNREYE
construction
Outside Hong Kong BB MR
- Long leases —RHMEE 1,136,098 -
2,915,574 1,304,112
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

15 FIXED ASSETS (Continued) 15 BEEEE (#)
(d) REME (&)

(d) Investment properties (Continued)

The investment properties of the Group located in Hong
Kong were revalued as of 31 December 2011 and 2010 by
independent firms of surveyors, Asset Appraisal Limited and
Jones Lang LaSalle Sallmanns Limited, who have among their
staff, associates of the Hong Kong Institute of Surveyors. The
investment properties of the Group located outside Hong Kong
were revalued as of 31 December 2011 by independent real
estate appraisal company, Shenzhen Tianjian Guozhonglian
Asset Appraisal and Valuation Company Limited. The
valuation was arrived at by reference to market evidence of
transaction prices for similar properties. A revaluation surplus
of $195,241,000 (31 December 2010: $85,297,000) has been
recognized in the consolidated income statement (see note
5(c)).

The Group leases out investment properties under operating
leases. The leases typically run for an initial period of two to
three years, with an option to renew the lease after that date
at which time all terms are renegotiated. Lease payments are
usually reviewed every two to three years to reflect market
rentals. None of the leases includes contingent rentals.

The gross carrying amounts of the investment properties of the
Group held for use in operating leases were $1,816,027,000
(31 December 2010: $1,289,722,000).

The time period in which the Group’s total future minimum
lease payments under non-cancellable operating leases are
receivable is as follows:

REBURESNEEWEER -
——FRZE-FTFF+ A=+ —HEK
MBYAEMIT-—PHELEETEREMN
BRAG RFPEHITAMERAE (L
TRERFEETEEEMEee8)E
FEE AEBEURAPBRNRENEER
—E——F+-A=+—B&HaBE A
ST FRINKER R EET G i
B EGEAR AR ENGE - tGEED
LEMG LEEMEZRREMEE -
A#195,241,000L (ZE—ZTF+ A
=+—H :85,297,0007T) N EH R H D
RALBIBRERAN (BFMESC)) °

AEEUKEHERHRENE - FLHE
E—MRVPREA_ZE=F WEAREE
FERERRED BRI GRFIG A EHR
BE- HENKIBEBAFEBE _E=-F@
Ao URBRMSEE  REHEEHTEE

AREFBIEKEHENKREMEZFE®R
4% /1,816,027,000T (Z B — T &
+=ZA=+—H:1,289,722,0007) °

AEEREBEIAIRGOLLHEERRR
R HIEEENRAAEORERNT

The Group
EX Y]

31 December 31 December
2011 2010
—B——F —T-2F
+=B=t-8B +-A=t-H
$°000 $°000
Fr Fir
Within 1 year —F A 73,522 51,171
In the second to fifth year inclusive F_-_FEZFRF (BIEEEMF) 96,230 36,777
After 5 years hF%E 10,855 -
180,607 87,948

A K AR BRI RS B BR A A
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

15 BIE&EE (&)
() BHNBEEM

15 FIXED ASSETS (Continued)

(e) Prepaid lease payments

The Group
REE
31 December 31 December
2011 2010
—B——F —T-2F
+=—B=+—H +=-A=+—H
$°000 $°000
F For
Prepaid lease payments comprises: FEfHHE MR B IE:
Leasehold land outside Hong Kong I A& B IMbE 2 B E -1
- Long lease —REHAE 167,813 693,751
Current B H 2,249 13,521
Non-current JEE HA 165,564 680,230
167,813 693,751

During the year, the Group had finalized a development plan
which determine that certain portion of the leasehold land
outside Hong Kong would be used for leasing purpose and thus
should be classified as investment properties. Accordingly, a
carrying amount of this relevant leasehold land of $568,930,000
has been transferred to investment properties at a fair value
of $882,866,000 on 1 July 2011, based on revaluation by
independent real estate appraisal company, Shenzhen Tianjian
Guozhonglian Asset Appraisal and Valuation Company Limited.
The valuation was arrived at by reference to market evidence
of transaction prices for similar properties.

The remaining leasehold land continued to be held for
construction of properties is primarily for own use.

China Taiping Insurance Holdings Company Limited
2011 Annual Report
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AR 1 {B1E882,866,000 TEREREY
¥ -BHENAREENEHRBY BER
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Notes to the Consolidated Financial Statements (Continued)

mEMEHRREE &)

(Expressed in Hong Kong dollars)
(BB SR )

16 GOODWILL AND INTANGIBLE ASSETS

16 BENEFEE

(a) Goodwill (a) 2
The Group
KEE
$°000
For
Cost: AR
At 1 January 2010, 31 December 2010 R—_Z—ZF—HA—H —Z—%
and 2011 N—ZZ——%+-A=+—H 626,923
Impairment loss: WA
At 1 January 2010, 31 December 2010 R -_ZE—ZF—AF—H —ZT—Z
and 2011 R_ZT——F+_A=+— 323,276
Carrying amount: BREDFE
At 31 December 2011 WZE2——F+=-A=+—H 308,647

At 31 December 2010

(b) Intangible assets

RNZE—ZEF+-_A=+—H

(b) BEEE

308,647

The Group
AL
31 December 31 December
2011 2010
2% —E-%%
t=A=t-8 +=-A=+-H
$’000 $°000
FT Fr
Cost: AR
At 1 January A\—E—ZTF—-—H—H 261,408 261,408
Addition EE 3,524 -
264,932 261,408
Amortization: ey
At 1 January ®n—H—H - -
Charge for the year NEEHH 141 -
141 -
Carrying amount: BRE FE:
At 31 December R+=ZA=+—H 264,791 261,408

FREAFREBRIERARAT
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (2

(Expressed in Hong Kong dollars)
(BB SR )

16 GOODWILL AND INTANGIBLE ASSETS (Continued)

(b) Intangible assets (Continued)

The intangible assets mainly represent the trade name acquired
in the acquisition of TPl in 2008, which is subject to annual
impairment test. The relief-from-royalty approach is adopted
to determine the fair value of trade name. At the end of each
reporting period, the management of the Group reassessed the
assumptions of this approach. As at 31 December 2011, the
valuation of the trade name is determined based on the future
premiums estimated by TPI and discounted at 14% (2010:
14%). The trade name is considered by the management of the
Group as having an indefinite useful life because it is expected
to contribute to net cash inflows indefinitely. The trade name
will not be amortized until its useful life is determined to be
finite.

Particulars of the impairment testing are disclosed below.

Impairment tests on goodwill and intangible assets with
indefinite useful lives

16 %ﬁ&/\\\

JEE (4#)

(b) BLEE (#)

(c)

ﬂﬁéﬁixﬁ%ﬁ_22ﬂ¢%$ﬁ
BB R B N 2 PSR W EETT R R
BAR -EHRZ2R Lﬁﬁu%@§ﬂ%ﬁ
REFEET REREHR ﬁE@EE
BEHIHETEZBRZ - R ——
F+-_A=+—81" ﬁﬁm%ﬁﬂﬁﬁﬁ
S B ik 5T O R OZRAR B4 R e DARL IR =
14% (ZF—ZTF:14% )MEFE - K~ &
E B IR [ R /5 B R 78 HA 5% 75 5% % A BR A
*Ef FRE W Fﬁ'lf/(ﬁﬁ:ﬁﬁﬂjﬁfﬁﬁﬁz
HeZmn ey EEnrEAFH
EITRHEE AIERFREERER -

BERAMAZFRET -

Pﬁﬁ&ﬂﬁﬁﬁ}%?ﬁﬁigﬁﬁﬁ,éﬁﬂﬁﬂﬁ
SEI A2

For impairment testing, goodwill and intangible assets with ERENRAE RZ2FTE——F+=ZA
indefinite useful lives at 31 December 2011 were allocated to =t+—AZEERREFERRENER
the following cash generating units: BERTERIRESRESEESMN:
Intangible
Goodwill assets Total
Gk BEAE REE
$’000 $’000 $’000
For Fr For
Life insurance ANERE 154,909 - 154,909
Property and casualty insurance Bf E &% 148,738 261,408 410,146
303,647 261,408 565,055
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Notes to the Consolidated Financial Statements (Continued)

e ISR ERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

16 GOODWILL AND INTANGIBLE ASSETS (Continued)

(c) Impairment tests on goodwill and intangible assets with
indefinite useful lives (Continued)

The recoverable amount of the cash generating units containing
goodwill or intangible assets was determined based on the
value-in-use calculation. This calculation uses cash flow
projection which represents what management believes is
the best estimate of what the cash generating units are able
to achieve in their business life. The directors determined
the cash flow projection based on past performance and its
expectation for market development. The directors believed
any reasonably possible change in any of these assumptions
would not cause the aggregate carrying amount to exceed
the aggregate recoverable amount. Management of the Group
determines that there are no impairments of its cash generating
units containing goodwill and intangible assets.

In respect of life insurance business, the recoverable amount
was determined based on TPL’s appraisal value, which consists
of the adjusted net worth plus the present value of inforce
business and the new business value after cost of capital.

In respect of property and casualty business, the recoverable
amount was determined by estimating and discounting the
future cash flows to its present value using a discount rate of
14% (2010: 14%).

17 INVESTMENTS IN SUBSIDIARIES

16 BEREREEE &)
c) BERERBTRERENEENHE

R (&)

ERBRUENEENRSELEUNA
WElSR REMEEEEE WUHE
EARSRER RRELEHREREE
FENREREEDPRER ZRER
o BEEREBARBIARTSERE
EREREN EEREEELBEREAE
MAEENE  FTEEYREAEBBA
WopE - AEEEEERREEEHER
BREEZRSESXEMILRBRE-

BERAASRBRES AIRESREAKFA
SZHEEEEE HEEEAKHARZ
BEFE NREAKARZ BREBE
BERMEFEEREEM-

BEPERRER AT OSEARRRE
Bl1antEst MITERRRERERERE

E(ZE—FTF:14%) °

17 AB A RINIRE

The Company

AF

31 December 31 December

2011 2010

—B-—fF —T-ZF

+=B=+-8 +-A=t—"

$°000 $'000

F Fir

Unlisted shares, at cost JE LTS, - AR 6,072,898 3,883,149
Less: Impairment loss B ORE (344,179) (344,179)

5,728,719 3,638,970
The following list contains details of the Company’s principal TREIIARDEE E BHE DRI RS BHR
subsidiaries at the end of the reporting period. The class of shares MRS - FRIES A - T AIFT R AR B

held is ordinary unless otherwise stated. BE®AR-

All of these are controlled subsidiaries as defined under note 1(e) EZ%M‘TJ%?ET%%WEE(e)Fﬁﬁ%E’iﬁ?’}“%‘J i}

and have been consolidated into the Group’s financial statements. BAR WEHEAERAEENMBREA -

FEAFRBIERERADF
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Notes to the Consolidated Financial Statements (Continued)

mEMEHRRME 2

(Expressed in Hong Kong dollars)

(BB SR )
17 INVESTMENTS IN SUBSIDIARIES (continued) 17 AfB A RIMNIRE (@)
Proportion of ownership interest
Place of
incorporation Particulars of LERAD
and operation issued and Group’s Held by the Held by Principal
Name of company HMA T paid up capital effective interest Company subsidiaries activity
NEER RiEERE BREARARREANFE rEENERESR Bﬂiﬂﬁﬁﬁ%ﬁ AHELREE TEEH
31 December
TZAZt-B
2011 2010 2011 2010 2011 2010 2011 2010
Z§--F  $-3F Z$--F  S3-%F S C3-%F S§--f C3-%f

Taiping Reinsurance Hong Kong Ordinary Ordinary 100% 100% - - 100%. 100%  Reinsurance
Company Limited (Note (j) &5 Ll kil business
KTBREERAA () $1,000,000,000  $1,000,000,000 BRRER

Deferred Deferred

BE gt

$600,000,000  $600,000,000
Taiping Life Insurance PRC RMB RVMB 50.05% 50.05% 50.05% 50.05% - - Life
Company Limited (Note (i), (i) A 3,730,000,000  3,730,000,000 insurance
AEABRBERDE () () business
AERBER
Taiping General Insurance PRC RMB RMB 61.21% 50.05% 61.21% 50.05% - - Property
Company Limited (Notes (i, (i), (iv)) f 2,070,000,000  1,570,000,000 and casualty
KEGERBERAR insurance
(& (i) i) &) business
BERRER
Taiping Pension Company Limited PRC RMB RMB 96% 50.03% 96% - - 86%  Pension and
(Note (i), (iv) & Note 46(c)fii)) P 1,500,000,000 800,000,000 Group Life
ATEEZRBRAGRAF business
(i)~ (i) & 2 46(c)fi) ) EZRER
Taiping Asset Management PRC RMB RMB 60% 42.03% 60% - - 72% Asset
Company Limited 7 100,000,000 100,000,000 management
(Note (i), (iv)& /\/0!9 46 (2) & (081 business
KTEEERERA in the PRC
(20 (R ?46/6/&/17////&///// Rz
BEERER
Taiping Assets Management (HK) Hong Kong $212,000,000  $212,000,000 100% 100% 100% 100% - - Asset
Company Limited Bk management
KTEEEE (%) business
BRAR in Hong Kong
EBEH
Taiping Reinsurance Hong Kong Ordinary Ordinary 100% 100% - - 100%. 100% Insurance
Brokers Limited (Note (j) Bk EA i broking

ATERRER $4,000,000 $4,000,000 RELR
BRAR () Deferred Deferred

B jifea
$1,000,000 $1,000,000
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

(LAERST)
17 INVESTMENTS IN SUBSIDIARIES (Continued) 17 A B A RIMNIRE (@)
Proportion of ownership interest
Place of vl
incorporation Particulars of BiEREEAM
and operation issued and Group’s Held by the Held by Principal
Name of company ERAL paid up capital effective interest Company subsidiaries activity
NEER REgHE BRATRERRANFE rEENERES R SAEEeE $+4 HHELRREE IEER
31 December
t2Azt-8
2011 2010 2011 2010 2011 2010 2011 2010
ZE--% Z2-%f% “E--% —R-%% 2% “E-%% —2--f Z2-%f%
The Ming An (Holdings) Cayman $290,638,400  $290,638,400 100% 100% - - 100% 100% Investment
Company Limited Islands/ holding
RZ(BR)BRAR Hong Kong REAZR
RENE
/EE
China Taiping Insurance (HK) Hong Kon: Ordinary Ordinary 100% 100% - - 100% 100% Property
Company Limited (Note (j) B LE k] and casualty
HEATRE (BR)ERRE(H) $2,386,000,000  $2,386,000,000 insurance
Deferred Deferred in Hong Kong
$200,000,000  $200,000,000 HERBER
Quicken Assets Limited BVI/ US$1 Uss1 100% 100% 100% 100% - - Property
Hong Kong holding
EBEER wENE
Be/E%
ClIH (BVI) Limited BVI/ Us$t USS1 100% 100% 100% 100% - - Financing
Hong Kong BE
EBARAR
He/E%
Share China Assets Limited BW/ US$1 USS1 100% 100% 100% 100% - - Investment
ETHEEEERAR Hong Kong holding
ARARR RERK
#8/B%

FEAFRBIERERADF
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Notes to the Consolidated Financial Statements (Continued)

e ISR ERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

17 INVESTMENTS IN SUBSIDIARIES (Continued)

Notes:

(i)  Holders of the non-voting deferred shares in TPRe, TPRB and CTPI (HK)
are not entitled to share profits, receive notice of or attend or vote at
any general meeting of these companies. On the winding-up of these
companies, the holders of the non-voting deferred shares are not entitled
to the distribution of the net assets of these companies for the first $100
billion; the balance of net assets, if any, over the first $100 billion shall
be distributed among the holders of the ordinary shares and non-voting
distributed shares pari passu among themselves in proportion to their

respective shareholdings.

(i) These companies are PRC limited companies.

(i) In August 2011, the Company entered into a share transfer agreement
with ICBC (Asia), an independent third party of the Group, to acquire
a 9.44% equity interest in TPl from ICBC (Asia) for a consideration
of RMB264,000,000. The details of transaction were set out in the

announcement of the Company dated 17 August 2011.

In July 2011, the Company and TPG completed the contribution of
RMB285,836,665 and RMB214,163,335 to the registered capital of TP,
respectively. The shareholding interest of TPl held by the Group has

consequently increased by 1.72% (Note 46(b)).

17 RIB A RINIRE (&)

it

) RAFBRE ATBREMERPERAFEFESN
EREEECRMVNSEAERESELDA
BEF  WEBELEARMTMREATAESHNAE
M EERREAFAGREG LR -EELED
AERN ERERETRONBEAEREES
5 £ 2 7] B100,000,000,0007T #) & E % E : 18
##8100,000,000,0007T ¥ & = FEHTE (10F)
ARBEERRRERZRECROFEASAEN
BRERLOETHE -

iy BERAFAHEPHABRAFE -

iy E-_FT——FNA ARFAEITRERIMN(BL
RAEENE=Z )Ty REERRER IR
TMBEAK T RO.44%HEZ REBEAARK
264,000,0007C ° X S E#H I AR AT HEBHA

—E-—FNATEBRZRE-

E_Z2——F5tA XARFARTEATEE
ERAAFHABRBAZTMELADANBARE
285,836,6657C & A R #214,163,3357T ° A it -
AR B KT BB RO R AR IR 1. 72% (HTRE

46(b)) °

(iv) China Taiping Insurance Group Co, the ultimate holding company of the vy, FEAFREEEQAR ARANZRERA
Company, holds 38.79%, 25.05%, 4% and 20% in TPI, TPL, TPP and A ORI ERTENR  KAFAZ KEEERK
TPAM, respectively. FEE38.79%  25.05% 4% % 20% °

ERADADRBZHBRAR DNEEERR
BAKEAFEXEAERME  KBRA
EETEBEEZMBRR - ERFHMKITE
RAIZEMN EFER/BBRITR-

The above table lists the subsidiaries of the Company which, in
the opinion of the Directors, principally affected the results for the
year or formed a substantial portion of the net assets of the Group.
To give details of other subsidiaries would, in the opinion of the
Directors, result in particulars of excessive length.

18 INTEREST IN ASSOCIATES 18 REFE A RINER

The Group The Company
rEE FAUN
31 December 31 December
+t=-RA=t—-H tZA=+—-H
2011 2010 2011 2010
—E2-—-5 CZZ-TH§ T--F C"T-ZF
$°000 $°000 $’000 $'000
Fr FT FI Fr
Unlisted shares, at cost LT - KA - - 6,937 6,937
Share of post-acquisition profits and ~ FE15 #8 A 18 &9 3% A &2
other comprehensive income, Hi2HEE -
net of dividends received BMEBWEE 1,454,763 1,179,096 = -
Unrealized profit KREREF 125,509 - = -
1,580,272 1,179,096 6,937 6,937
The unrealized profit represents the gain on disposal of properties ABRGEARRAFER (REE—HHE
from TPR, an associate of the Company, to TPL, a subsidiary of AENAKRFAT (RRA—HHBARR) L
the Company. The construction of these properties was completed SR WS- Z L @ ¥eRn=—%T—— i 1
in September 2011 and the ownership of these properties was Ak HEANEFRECBBEEXNT ASE
transferred to TPL for owner-occupation purpose. BERAE-

China Taiping Insurance Holdings Company Limited
2011 Annual Report




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (2

(Expressed in Hong Kong dollars)

(BB SR )
18 INTEREST IN ASSOCIATES (Continued) 18 REFE N RINRER (£)

The following list contains details of the Company’s principal TEE%JZEIJZIS ANEEMENAFE 2%

associates, all of which are unlisted corporate entities or partnership: B % ARIZEHAIELTOEER ABD

Proportion of ownership interest
Place of o
Form of incorporation Particulars RiiRRARY

Name of husiness and operation of issued and Group's Held by the Held by Principal

associates structure Elﬂ_}ﬁiﬁ& paid up capital effective intergst Company subsidiaries_ ‘Activity

L EINEE EHERTA fEnE  CEARERRANEE AEENERES mAL SRS EPETE ITER

31 December

tZB=1-1
2011 2010 2011 2010 2011 2010 2011 2010
“%--& -3-%% -%--f C-3-%¢ “®--f C-I-TF CE--f -5-%%

CMT Limited Cayman - USS7,742,824 20.48% 20.63% - - 20.48% 20.63% Investment

ChinaValue Capital partnership [slands/ holding
Partners, LP. ERAELE Hong Kong FERRK
e f2ae

/%

CMT Incorporated Hong Kong $1,000 $1,000 46% 46% - - 46% 46% Advisory

ChinaValue Capita B B services
Advisors Limited BERE

Huatai Incorporated PRC RMB RMB 25% 25% 25% 25% - - Insurance
Insurance Agency & Rl A ®E 40,000,000 40,000,000 agency and
Consultant Service consultancy
Limited (Note (j) RERE

£RRRAY RER
BRRA ()

Taiping Real Estate Incorporated PRC RMB RMB 19.52% 19.52% - - 39% 39% Property
Shanghai Company il RE 980,000,000 980,000,000 development
Limited (Wore () VES

£PE (L)

BRRA ()

Notes: 7

(i)  The company is a PRC limited company. () LEdARA—EHREBERAG-

(i)  The limited partnership distributed the capital in current year. (i) BAREKEERRFIRERAR-

The above table lists the associates of the Group which, in the ERAIIAR ETZHZS%’&ET NEEERA

opinion of the directors of the Company, principally affected the HAEBAFEEEEESEYN 1? _M%EXK

results of the year or forms a substantial portion of the net assets of & mx2 BEFEZHEEAR BREEM

the Group. To give details of other associates would, in the opinion B NaE 2 BR i%??&ﬁﬂ—uﬁﬁ/\mﬁ °

of the directors of the Company, result in particulars of excessive

length.
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

18 INTEREST IN ASSOCIATES (Continued) 18 REFE A RN ()

Summary of financial information of associates BE AN BEERNYE
Assets Liabilities Equity  Revenues Profit
& B REER 1§ il
$'000 $'000 $'000 $'000 $'000
FT FT FT FT FT

31 December 2011 —E-——%+Z-H=+-H

100 per cent BAZ—H 5,566,495 1,925,477 3,641,018 1,061,926 988,085
Group’s effective interest AEENBEMESR 2,100,773 726,665 1,580,272 380,233 251,499
31 December 2010 —E-ZF+ZA=+—-H

100 per cent ERyaa:] 4,764,332 2,055,722 2,708,610 193,983 335,678
Group’s effective interest REBMANER 1,763,970 781,590 1,179,096 47,140 8,947

19 INVESTMENTS IN DEBT AND EQUITY 19 BEHERBRAFLHERE

SECURITIES

(a) The Group (a) ~&H

31 December

31 December

2011 2010
—E——F —E-ZF
+=ZB=+—-8B +=ZA=+—H
$°000 $°000
Fr For
Held-to-maturity (Note (i)): BEZEEEB (Z0)) -
- Debt securities —EBES 83,475,816 62,764,505
Available-for-sale (Note (ij): A (aEi))
— Debt securities —EKFES 21,846,261 19,222,912
- Equity securities N 8,648,476 12,069,415
— Investment funds —“KREHES 5,620,474 4,217,053
36,115,211 35,509,380
Held-for-trading (Note (iii)): REERZAE (i) -
— Debt securities —E%ES 97,434 355,024
- Equity securities — R AR 20,408 175,885
— Investment funds —KEES 51,968 33,628
169,810 564,537
Loans and receivables (Note (iv)): B EWERIE () -
- Debt securities —EBES 10,810,699 4,109,604
Total k) 130,571,536 102,948,026
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(B R)
19 INVESTMENTS IN DEBT AND EQUITY 19 EERBRAFZSFRE (@)
SECURITIES (continued)
(a) The Group (Continued) (@) &ERE (£Z)
Central Banks
governments and other
and central Public financial
banks sector institutions  Corporate
RRERR entities  RTREM entities Others Total
FREBT DHEE SRKE TEER Hitr Fok
8000 8000 8000 8000 8000 8000
FIT F F Fr FIT F
(i)  Held-to-maturity () #HEZHHA
At 31 December 2011 R-ZB-—E+ZB=+-H
Listed in Hong Kong tH-&E - - 160,209 188,948 - 349,157
Listed outside Hong Kong EH-FEUNME 103,623 - 1,119,662 2,641,770 - 3,865,055
Unlisted ¥EH 22,221,676 - 41,901,346 15,138,582 - 79,261,604
22,325,299 - 43,181,217 17,969,300 - 83,475,816
Fair value of securities EEDAER 23,113,590 - 42,713,111 17,689,723 - 83,516,424
Market value of listed securities ~EHEFME 111,275 - 1,272,869 2,869,935 - 4,254,079
At 31 December 2010 RZE-ZF+-A=+—H
Listed in Hong Kong -8 - - 33,876 123,226 - 157,102
Listed outside Hong Kong EH-BFBRIME 174,420 15,753 793,845 2,124,256 - 3,108,274
Unlisted E i 19,251,622 7,758 25,754,999 14,484,750 - 59,499,129
19,426,042 23,5611 26,582,720 16,732,232 - 62,764,505
Fair value of securities EHEANEE 19,455,040 24119 26,131,052 16,525,350 - 62,135,561
Market value of listed securities rHESFHE 207,954 16,237 1,103,868 2,342,490 - 3,670,549
The held-to-maturity debt securities include an amount of BEEINHHNGE ﬁ% %f 5B EEA
$275,639,000 (31 December 2010: $881,204,000) which is 275,639,000t (Z_ZE—ZF+ - A
maturing within one year. None of the securities are past due = -1— — H :881,204,0007T) E’\J 15 75 &
or impaired. % BN —FARE R F FHE SR
o
The fair value of the unlisted securities were determined by #tﬂi?f#ﬁz REET2ELHTS
reference to recent market transactions or in accordance with RHGFIBEBRBRFNERESRERFEZA
generally accepted pricing models including discounted cash wmf“ﬁ%ﬁﬂﬁfﬁm °

flow technique.

A K AR IR B BR A A
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

19 INVESTMENTS IN DEBT AND EQUITY 19 EERRAZSRE (#)

SECURITIES (continued)

(a) The Group (Continued) (a) &~&EE (&)

Central Banks
governments and other
and central Public financial
banks sector institutions  Corporate
RRERR entities  RITREM entities Others Total
HREFAT DREE SRKE rEER Hit Pt
$°000 $°000 $°000 $°000 $°000 $°000
FI T Fr Fr FI T
(i) Available-for-sale (i) TFHEE
At 31 December 2011 RZE-—-%+ZB=1-H
Listed debt securities IHEBRS
- in Hong Kong -&8 41,930 - 154,716 64,499 - 261,145
- outside Hong Kong ~EEUME 3,610,461 3,879 1,802,119 5,227,464 - 10,643,923
Listed equity securities ITRAZRS
- in Hong Kong -58 - 32,796 236,874 750,808 - 1,020,478
- outside Hong Kong -FEUNMEE - - 35,033 5,045,166 - 5,080,199
Listed investment funds THREES
- outside Hong Kong -FEUNMEE - - 3,154,850 603 - 3,155,453
Unlisted debt securities EEITEBES 3,110,615 9,234 4,273,164 3,548,180 - 10,941,193
Unlisted equity securities, at cost ~ FFLHRAZS  ERA - - - 2,547,799 - 2,547,799
Unlisted investment funds FLTREES - - 2438513 - 26,508 2,465,021
6,763,006 45909 12,095,269 17,184,519 26,508 36,115,211
Level 1 - Quoted market price E-E-TERE 3,652,391 36,675 7,822,107 11,090,097 - 22,601,270
Level 2 - Valuation techniques F_B-hERE-FA
using observable TERYE
inputs 3,110,615 9,234 4,273,162 3,546,623 26,508 10,966,142
Level 3 - Valuation techniques FZE-HEFL-RAY
with significant REARH
unobservable BRYUE
inputs - - - - - -
Fair value of securities EEDAER 6,763,006 45,909 12,095,269 14,636,720 26,508 33,567,412
Market value of listed securities tHESTE 3,652,391 36,675 5,383,592 11,088,540 - 20,161,198
Current =8 - - 327,077 324,106 - 651,183
Non-current FEH 6,763,006 45909 11,768,192 16,860,413 26,508 35,464,028
6,763,006 45909 12,095,269 17,184,519 26,508 36,115,211

FLEMBAELZAPBEEMALZAA
KEZT AREEER/EAREBET
BERI SEMET B - PTDAR SR & BRI AR
51| B -

AEEREABASTHAARERES &
HHEERRBRE BErdKtEs-

The unlisted equity securities are issued by private entities
incorporated in the PRC. They are measured at cost at the
end of the reporting period as the management considers that
their fair values cannot be measured reliably.

The Group invests in open-ended or close-ended investment
funds with underlying assets of equity, bond or composite
funds.

FETEBES 2 AAEBEDSERLS

WER S AEEBIETERL R E S A
2 AREBERTER -

The fair values of the unlisted debt securities were determined
by reference to recent market transactions or in accordance
with generally accepted pricing models including discounted
cash flow technique.
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

(LEHIIT)
19 INVESTMENTS IN DEBT AND EQUITY 19 EERBRAEBLKRE (&)
SECURITIES (continued)
(a) The Group (Continued) (@) ~&H® (&
Central Banks
governments and other
and central Public financial
banks sector institutions Corporate
FREM R entities  $RITREM entities Others Total
H R AT NEBE SREE rEER At fazm
8000 $'000 $000 8000 8000 $'000
FT Fr F Fr FT Fr
(i) Available-for-sale fcontinuea) (i) ~ FHEHE (&)
At 31 December 2010 WZE-ZF+-A=+-H
Listed debt securities LIHEBES
- in Hong Kong -5 42,584 - 168,045 118,568 - 329,197
- outside Hong Kong —EBNIMNER 3,918,644 - 1577,709 4,093,117 - 9,589,470
Listed equity securities FRAES
- in Hong Kong -B% - 8,531 205,515 1,199,780 - 1,413,826
- outside Hong Kong —ERB M E - - 21,490 8,202,334 - 8,223,824
Listed investment funds ITHRERES
- in Hong Kong -E% - - - 9,224 - 9,224
- outside Hong Kong ~ BN E - - 37,582 896,264 - 933,796
Unlisted debt securities FLTEBES 2,180,754 - 3797552 3,325,939 - 9,304,245
Unlisted equity securities, at cost FEMBRAES BEA - - - 2,431,765 - 2,431,765
Unlisted investment funds FrmREES - - 148,185 3,067,079 58,769 3,274,033
6,141,982 8,531 5,956,028 23,344,070 58,769 35,509,380
Level 1 - Quoted market price E—H-MERE 3,961,228 8,581 2,174,985 17,604,097 12,243 23,761,084
Level 2 - Valuation techniques using £ -EHRZE-RA
observable inputs ABRAE 2,180,754 - 3,781,043 3,308,208 46,526 9,316,531
Level 3 - Valuation techniques E-E-hEFE-FA
with significant BRERTA
unobservable BRYE
inputs - - - - - -
Fair value of securities EHLABE 6,141,982 8,581 5,956,028 20,912,305 58,769 33,077,615
Market value of listed securities TmEHME 3,961,228 8,531 2,010,291 14,519,287 - 20,499,337
Current 28 360 8,531 465,321 1,385,945 12,243 1,872,400
Non-current FEH 6,141,622 - 5,490,707 21,958,125 46,526 33,636,980
6,141,982 8,531 5,956,028 23,344,070 58,769 35,509,380

FEAFRBIERERADF
2011 F 3R




Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

19 INVESTMENTS IN DEBT AND EQUITY 19 EERRAFSRE (#)

SECURITIES (continued)

(a) The Group (Continued) (a) &~&EE (&)

Central Banks
governments and other
and central Public financial
banks sector institutions  Corporate
RRERR entities  RTREM entities Others Total
RRERLT DHEE SRKE rEEE Hit Fok
$°000 $°000 $°000 $°000 $°000 $°000
FI Fr FI FI FI Fr
(i) Held-for-trading (i) BEERZAZE
At 31 December 2011 RZE-—%+ZB=1-H
Listed debt securities THERRSE
- in Hong Kong -5 - - - - - -
- outside Hong Kong -BEUIME - - 21,524 11,637 = 33,161
Listed equity securities EHRAES
- in Hong Kong -5 - - 5,574 10,973 - 16,547
- outside Hong Kong -FEMNMEE = = = 3,861 = 3,861
Listed investment funds THRERS
- outside Hong Kong -HEUME - - - 23,693 - 23,693
Unlisted debt securities FETEBRS 37,005 - 27,268 - - 64,273
Unlisted investment funds FLTREES - - 28,275 - - 28,275
37,005 - 82,641 50,164 - 169,810
Level 1 - Quoted market price E-E-THERE - - 64,138 50,164 - 114,302
Level 2 - Valuation techniques F_E-hERE-RE
using observable TERYE
inputs 37,005 - 18,503 - - 55,508
Level 3 - Valuation techniques FZE-HEAE-FA
with significant PRERFRT
unobservable BZgE
inputs - - - - - -
Fair value of securities EHEDAER 37,005 - 82,641 50,164 = 169,810
Market value of listed securities ITmEFHE - - 27,098 50,164 - 77,262
Current B 37,005 = 82,641 50,164 = 169,810
Non-current *E - - - - - -
37,005 - 82,641 50,164 - 169,810
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

(BB SR )
19 INVESTMENTS IN DEBT AND EQUITY 19 EERBRAEBLSKRE (&)
SECURITIES (continued)
(a) The Group (Continued) (@) ~&HE (&)
Central Banks
governments and other
and central Public financial
banks sector institutions Corporate
FREM R entities  $RITREM entities Others Total
R AT NEBE SREE rEER At fazm
8000 $'000 $000 8000 8000 8000
F Fr FI F FT Fr
(i) Held-for-trading continved) (i)  FHEEZZRE (&)
At 31 December 2010 WZE-Z5+-A=+—-H
Listed debt securities EHEBES
- in Hong Kong -E% - - - 45,753 - 45,753
- outside Hong Kong —-EB MR - - 53,596 176,459 - 230,055
Listed equity securities FHRAESR
- in Hong Kong ) - - 5,275 18,454 - 23,729
- outside Hong Kong —ERB AN E - - - 152,156 - 152,156
Listed investment funds THRERS
outside Hong Kong BERENIME - - - 23,840 - 23,840
Unlisted debt securities EETEBES 35,255 - 39,983 3,978 - 79,216
Unlisted investment funds FrmREES - - 9,788 - - 9,788
35,255 - 108,642 420,640 - 564,537
Level 1 - Quoted market price E-B-THERE - - 96,721 417,130 - 513,851
Level 2 - Valuation techniques using £ -EHZ-RA
observable inputs ABRAUE 35,255 - 11,921 3,510 - 50,686
Level 3 - Valuation techniques E-E-HEFE-RRIR
with significant EAAT
unobservable BRYE
inputs - - - - - -
Fair value of securities FHDAERE 35,255 - 108,642 420,640 - 564,537
Market value of listed securities rmEsmE - - 58,871 416,662 - 475,533
Current 25 35,255 - 108,642 420,640 - 564,537
Non-current FEH - - - - - -
35,255 - 108,642 420,640 - 564,537

FEAFRBIERERADF
2011 F3R




Notes to the Consolidated Financial Statements (Continued)

mEMEHRRME 2

(Expressed in Hong Kong dollars)

(EBZR)
19 INVESTMENTS IN DEBT AND EQUITY 19 B RBRABHRE (&)
SECURITIES (continued)
(a) The Group (Continued) (@) ~&HE (&)
Central Banks
governments and other
and central Public financial
banks sector institutions Corporate
FREM R entities  $RITREM entities Others Total
FRFT AR SRKE hEER it B
8000 $'000 $000 8000 8000 8000
FIT F F FIr FIT F
(iv) Loans and receivables (v) BRREWRZRE
At 31 December 2011 RZB--%+ZA=+-H
Unlisted debt securities (note) FLEHERES (7)) 1,214,273 9,596,426 - - - 10,810,699
Fair value of securities ESAABE 1,212,747 9,034,893 - - - 10,247,640
Current & - - - - - -
Non-current FEH 1,214,273 9,596,426 - - - 10,810,699
1,214,273 9,596,426 - - - 10,810,699
At 31 December 2010 RZZE-ZF+-A=+-H
Unlisted debt securities (note) FrmEBESH(#) - 4,109,604 - - - 4,109,604
Fair value of securities EFANEE - 3,833,689 - - - 3,833,689
Current 28 - - - - - -
Non-current FEH - 4,109,604 - - - 4,109,604
- 4,109,604 - - - 4,109,604
Note: The unlisted debt securities included in public sector relate to finance i BERAHBEZIELETEBEEFSATE
for infrastructure projects in the PRC. The debt securities will be AEREBEERE - BEEEHFKR -1
matured from 2015 to 2021(31 December 2010: 2015 to 2020) and FETZ—F(ZT—TF:ZFT—51F
bear interest ranging from 5% to 6% (31 December 2010: 5% to B TE)NBRARAEE5%T6%
6%) per annum. The fair value of the unlisted debt securities are (ZZE—ZF:5%%6%) I LMEBKESH
determined with reference to the estimated cashflow discounted Z’&/’ﬁﬁﬁﬁﬂ%ﬁ’\iﬁiﬁﬁ?ﬁ& B BT % F
using current market interest rates as at the end of the reporting Ry HEBEERESDTMET -
period.
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Notes to the Consolidated Financial Statements (Continued)

mEMEHRREE &)

(Expressed in Hong Kong dollars)
(BB SR )

19 INVESTMENTS IN DEBT AND EQUITY 19 EERRAFSRE (#)

SECURITIES (continued)

(b) The Company (b) &AQF

31 December

31 December

2011 2010
—E——F —E-FF
+Z—B=+—-8B +ZA=+—H
$’000 $'000
Fr For
Available-for-sale (note(i): AR E () -
- Debt securities —EBES 255,167 337,683
— Equity securities —BRAREH 28,993 38,382
284,160 376,065
(i) Available-for-sale (i) ITHEE
Listed debt securities EHEEE
- in Hong Kong —BE - 25,304
- outside Hong Kong — BB LASM @ 255,167 295,869
Listed equity securities TR ABELEE
in Hong Kong 28,993 38,382
Unlisted debt securities LM EHES - 16,510
284,160 376,065
Level 1 — Quoted market price F—-TIBHRE 284,160 376,065
Level 2 — Valuation techniques EHE-HmESTE-KA
using observable B RHIE
inputs - -
Level 3 — Valuation techniques E-H-HmELTE KA
with significant W R EARTA
unobservable inputs BRHE - -
Fair value of securities EFEHEANLBE 284,160 376,065
Market value of listed securities rFmEAETE 284,160 359,555
Current = 28,993 38,382
Non-current JEE H 255,167 337,683
284,160 376,065

FREAFREBRIERARAT
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)
(BB SR )

20 AMOUNTS DUE FROM/(TO) GROUP COMPANIES 20 FEU ~ (FEf) EER A TFIE
(a) EWEERAFKE

(a) Due from group companies

The Group The Company
X&E AT
31 December 31 December 31 December 31 December
2011 2010 2011 2010
—2-——-F —T-%F —E-——F —E-%F
+ZA=+-B +=ZA=+-8 +zZBA=+-B +=-A=t+-H
8000 $'000 $°000 $'000
Fr Fr Fr FT
Amount due from the JEU B AR AR R A R SRR
ultimate holding company 460 3,599 - -
Amount due from the EMEZERARAZE
immediate holding company - 41 - 7
Amounts due from fellow -GS NGRS
subsidiaries 28,888 5,617 - 4,105
Amounts due from subsidiaries NG - - 3,744,348 3,906,628
29,348 9,257 3,744,348 3,910,740
Included in the amounts due from subsidiaries, is the amount FERKHBAIARBEFREZ
due from Share China Assets Limited (“SCA”) of $3,537,294,000 51537,294,00 T(ZF - % F+ = A
(31 December 2010:$ $3,695,682,000). SCA is a wholly owned =+—H:3,69 5,682,0007t ) BB E
subsidiary of the Company and is a special purpose vehicle DHRBEEEERAR([EEHE])R

of the Company to hold the 100% equity interest of MAH. The HemhPHE 75%@ Az 2EMB AR R

above amount due from SCA to the Company is expected to be RAARAERERTERS: MEE&Z%

settled upon the possible realignment of ownership structure FHEARA LM ELHBEENRATZ

of SCA. I TEEIE A R E (LB DB 2 RS
BrEE-

(b) ER&EBERQBRIE

(b) Due to group companies

The Group The Company
A%H AR

31 December 31 December 31 December 31 December

2011 2010 2011 2010

—E--F —Z-ZF —E-——F —T-%F

+ZA=+-B +ZA=+—-BH +ZA=t-B +ZA=+—H

$°000 $'000 $°000 $'000

Fr Fr Fr FT
Amount due to the ERHEERARAZRE

ultimate holding company 85 21,293 39 86
Amount due to the EREZERARAZRE

immediate holding company 8 1 - -
Amounts due to fellow ERRZHBARRE

subsidiaries 36,670 1,092,621 - -

Amounts due to subsidiaries ERINB A RTE - - 721,681 1,368,793

36,763 1,113,915 721,720 1,368,879
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Notes to the Consolidated Financial Statements (Continued)

mEMEHRREE &)

(Expressed in Hong Kong dollars)
(BB SR )

20 AMOUNTS DUE FROM/(TO) GROUP COMPANIES 20 B (FE(Y) EERLQ BIFIE (#)

(Continued)
(b) Due to group companies (Continued)

Included in the amounts due to subsidiaries are $714,807,000
(31 December 2010: $1,368,176,000), which are unsecured,
repayable after more than one year and bears interest at a rate
of 1.6% (2010: 6.12%) per annum.

(b) BENEEAQRRE (&)

FE A~ PN BB 2 ) SRIB E R 8.75714,807,000
(—T—TiJr B=+—8:
1,368,176,00077:)2%%1*&#‘f%i’n’i@*
F1REE WABEEFFE16%E (=

T—FF:6.12%) °

Other amounts due from/(to) group companies are unsecured, Hab el ( F’éﬁ ) SEA QRIS E
interest free and repayable on demand. iﬁﬁ BB WHNREKREEE-
21 INSURANCE DEBTORS 21 Rig%E FEWER
The Group
rEE
31 December 31 December
2011 2010
—E-—F —E-TF
+=ZA=+—-8H +-A=+—8
$’000 $°000
Fr Fr
Amounts due from insurance customers FHM%KAE)E' 7 2,043,101 1,364,873
Less: allowance for impaired debts R EBR R 1% (/WEE(D))
(Note (b)) (120,267) (118,605)
1,922,834 1,246,268
Deposits retained by cedants DRAREHIED 107,948 102,487
2,030,782 1,348,755

Included in the amounts of insurance debtors is $1,967,065,000
(2010: $1,270,205,000), which is expected to be recovered within
one year.

Amounts due from insurance customers include amounts due from
fellow subsidiaries of $8,451,000 (31 December 2010: $5,510,000)
which are insurance related in nature.

REEFEWKEERBEIE—%1,967,065,0007T
(ZE—F 4 :1,270,205,0007T) 2 %8 78
HifE —F R A AU E -

ERRBEFFRBEREREIE XM E QR K
188,451,000 (ZE—TF+ - A=+—
H:5,510,0007T) ' BAZKIBEBRRIEE -

B K FIRERIERR A BR A A
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Notes to the Consolidated Financial Statements (Continued)

eI RERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

21 INSURANCE DEBTORS (continued)
(a) Ageing analysis

The following is an ageing analysis of the amounts due from
insurance customers that are not individually considered to be

21 1
(@)

= B FEURBRFR ()
B 5T

KA IR E R E R LR R = P OR
HEE#®OMmT :

impaired:
The Group
EE
31 December 31 December
2011 2010
—E——F —E-FF
+t=A=t-R +-A=t+—~
$’000 $°000
For Fr
Uninvoiced AEABE 360,322 270,525
Current RE E 1,410,787 810,795
More than 3 months but BBE=EAELIA+ A
less than 12 months 149,011 132,284
More than 12 months Ba+—@EA 2,714 32,664
1,922,834 1,246,268

Amounts due from insurance customers that were neither past
due nor impaired relate to a wide range of customers for whom
there was no recent history of default.

Amounts due from insurance customers that were past due but
not impaired relate to a number of independent policyholders
and reinsurers that have a good track record with the Group.
Based on past experience, management believes that no
impairment allowance is necessary in respect of these balances
as there has not been a significant change in credit quality and
the balances are still considered fully recoverable. The Group
does not hold any collateral over these balances.

The amount of impaired debts is $120,267,000 (31 December
2010: $118,605,000). Various actions have been taken to
recover the debts, but these debts have not been recovered
and hence impairment is provided.

China Taiping Insurance Holdings Company Limited
2011 Annual Report
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Notes to the Consolidated Financial Statements (Continueq)

e IS HRERMEE (&)

(Expressed in Hong Kong dollars)
(BB SR )

21 INSURANCE DEBTORS (continued)

(b) Movement in the allowance for impaired debts

21 REEEFREWBRTR (#)
(b) BERFEHEZSH

The Group
AEE

2011 2010

—E——F —E-ZF

$°000 $°000

Fr Fir

At 1 January n—H—H 118,605 111,944
(Reversal)/recognition of (EH#),/ HRAE

impairment losses (3,546) 11,0283

Exchange difference PEH ZRE 5,214 3,042

Uncollectible amounts written off B e AT Uk O & 58 (6) (880)

Eliminated on disposal of a subsidiary 7 H & — [ it B8 A 7] B ¥ 84 - (6,524)

At 31 December R+=-—A=+—H 120,267 118,605

22 REINSURERS’ SHARE OF INSURANCE
CONTRACT PROVISIONS

The reinsurers’ share of insurance contract provisions represents
the reinsurers’ share of life insurance contract liabilities, unearned
premium provisions and provision for outstanding claims arising from
the life insurance, property and casualty insurance and reinsurance

22 RN B EILIRBE S WX

DIRAREIERBRE W ERBNE KEBR
BRARNBAZRR MERREBRRE
BEENSRANABE RIRETEER
RARREE R EBODEE -

businesses.
The Group
KEH
31 December 31 December
2011 2010
—E——F —E-ZF
+-—BA=+—-8 +=-—A=+—H
$°000 8’000
Fr Fir
Life insurance contract liabilities SRENER’E (Wite7)
(Note 27) 36,126 13,034
Unearned premium provisions REIBEEEES (Hit28)
(Note 28) 627,130 538,639
Provision for outstanding claims RRBEHERE (M i229)
(Note 29) 1,773,815 1,496,677
2,437,071 2,048,350

A K AR IR B BR A A
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Notes to the Consolidated Financial Statements (Continueq)

eI RERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

23 OTHER DEBTORS

23 HEAhEUERTR

The Group The Company
x&E NG|
31 December 31 December 31 December 31 December
2011 2010 2011 2010
—E--F “Z-TF —E--F —T-TF
+=B=+-B +ZA=+—-8B +zZA=+-8 +=ZA=f-H
$'000 $'000 $°000 $'000
Fr Fr Fr Fr
Sales proceeds receivable from HE—FMNBRAZ
disposal of a subsidiary FERER - 1,267,914 - -
Other debtors and deposits HtEWETRES 3,727,071 4,285,575 5,961 513,667
Interest receivable from FHEEREEZERFS
interest-bearing financial assets 2,395,064 1,972,711 3,332 4,069
Deposits for the purchase of property ~ BAME 2 &4 13,138 738,375 = -
Tax certificate paid to Hong Kong YRFEBREROENF
Inland Revenue Department 52,902 40,295 - -
Business tax prepaid BREER 174,598 234,336 = -
Rental and utility deposits HeRRA£AEERS 70,578 58,527 191 194
Amount placed in an escrow BHRFRERITEP BER
bank account for capital injection MEBRRIEE 2 KB
to a subsidiary - 507,678 - 507,678
Prepayments BRR 60,096 57,989 10 -
Others =it 960,695 675,664 2,428 1,726
Less: allowance for impaired debts i : BEEIER
(Note (3)) (#(a) (23,093) (20,913) - .
3,703,978 5,532,576 5,961 513,667
Loans and advances (Note (b)) ERRBEH (D) 1,548,858 1,057,445 - -
5,252,836 6,590,021 5,961 513,667

(a) Movement in the allowance for impaired debts:

(a) BERARERZE:

The Group
KEE

2011 2010

—E——F ZE—ZTF

$°000 $’000

For Fir

At 1 January mn—HA—H 20,913 18,379
Impairment losses recognized BERREEIE 1,210 2,534
Exchange difference EHER 970 -
At 31 December R+=—A=+—H 23,093 20,913
The amount of impaired debts are $23,093,000 (31 December il 1B (& 5 523,093,0007T (Z & — T 4F
2010: $20,913,000). We have taken various actions to recover +=A=+—H:20,913,0007t) * &1

the debts, but these debts have not yet been recovered.
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

23 HMFEURERTR (&)
(b) BERERBRNBERPUT

23 OTHER DEBTORS (continued)
(b) Loans and advances are repayable with the following terms:

31 December 31 December

2011 2010
—E--F —T-%F
+=ZB=+-B +-A=t+-H Interest Repayment
$°000 $'000 rate term
F Fr % ERH
Secured loans: BHEREN:
- to policyholders —-BTREFEA 1,548,858 1,057,445 6.4% Less than
6 months
ANAA AR
There was no amount due but unpaid, nor any impairment RZE—ZEFR_FT——F+=A
made against the principal amount or interest on these loans =+—RH - RBEEBEREIMN H©RE
as of 31 December 2010 and 2011. EREELERO RS HF EEHEM
A o
24 PLEDGED DEPOSITS AT BANKS 24 SEABITER

The deposits at banks of $187,677,000 (31 December 2010:
$160,613,000) are pledged to banks to secure letters of credit
issued on behalf of the Group. All the pledged deposits at banks
are expected to be settled within one year.

25 STATUTORY DEPOSITS

Certain subsidiaries of the Group have placed $2,299,244,000 (31
December 2010: $1,440,375,000) with banks as capital guarantee
funds, pursuant to the relevant PRC insurance rules and regulations.
The funds can only be used with the prior approval of the relevant
authorities in the event that the PRC subsidiaries cannot meet the
statutory solvency requirements or go into liquidation.

In addition, a subsidiary of the Group has pledged a deposit of
$33,550,000 (31 December 2010: $26,418,000) registered in favour
of the Monetary Authority of Singapore pursuant to section 14A of
the Singapore Insurance Act.

25

IRITTF R —% 5 20187,677,000 (=& —
THE+-H=+—H:160,613,0007T) 2 &
BT IRITEARITRERAEE R L= AR
{;iﬁ cFT BB EIBIRITFRIEFNE—F

EEFR

AEEETHBARBREBETBREEREBIEAR
B4R TE #8 B$2,299,244,0007T ( — B —F4F
+ = A=+—H :1,440,375,0007T ) ¥J 5K &
FRIBIT 1EABAREES - ZEFIERAR
FEZMBRARTEIEATE NN ERK
ERE WA EERAIMNE . FaE
)EH °

IS - 7N 52 B — R P BB R B AR I 3T D03 AR B M5
BIE14ART#H A — 2 A#83,550,0007T (=
T—TF+_-F=+—H:26,418,0007T) 1y
ERGEZR BRZABTNESREER-

FEAFRBIERERADF
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(EBZR)
26 CASH AND CASH EQUIVALENTS 26 HERBEEEY
The Group The Company
*%8 AL
31 December 31 December 31 December 31 December
2011 2010 2011 2010
—2-—-F —T-ZF —E-—F —T-TF
+=B=+-B +ZA=+—-8B +zZA=+-8 +=ZA=+-H
$'000 $'000 $'000 $'000
Fr FT Fr FT
Deposits with banks and other 'JHH APR=MEAM
financial institutions with &,H\‘rlﬁﬁﬂ‘%%%
original maturity less than ﬁ%’t
three months 8,716,781 6,268,693 627,920 89,277
Money market funds EkmnESe - 396 - -
Cash at bank and in hand BOREERS 9,018,299 10,020,125 9,258 13
Cash and cash equivalents in the ERBERRERAETRER
statement of financial position HRERACEED
and the statement of cash flow 17,735,080 16,289,214 637,178 89,290
27 LIFE INSURANCE CONTRACT LIABILITIES 27 SenaE
2011 2010
—E--F —2-%F
Reinsurers’ Reinsurers’
share share
Gross BRE Net Gross BRE Net
am k] RE Fke) NSEGE: L
$°000 $°000 $000 8000 8000 $'000
FI FI Fr FIT FT FI
Balance as at 1 January R—A—B&H 60,391,614 (13,034) 60,378,580 31,089,308 (13,302) 31,076,006
Premiums written during the year FRERRE 38,570,321 (375,516) 38,194,805 37,033,658 (305,736) 36,727,922
Surrenders ER (2,706,983) - (2,706,983) (1,412,938) - (1,412,938)
Annuity, dividend and maturity payments Fe PARIBAT (1,716,217) - (1,716,217) (1,462,815) - (1,462,815)
Other movements ! g (6,966,482) 353,578  (6,612,904) (6,614,857) 306,448  (6,308,409)
Exchange alignment SR 3,623,730 (1,154) 3,622,576 1,759,258 (444) 1,758,814
Balance as at 31 December R+=—A=+-B&# 91,195,983 (36,126) 91,159,857 60,391,614 (18,034) 60,378,580
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(EBZR)

27 LIFE INSURANCE CONTRACT LIABILITIES 27 EREeNEaE @
(Continued)
Key assumptions used in estimating the life insurance contract FEERSHNEERMANEEZRE
liabilities

SRAONFEIENATEEMRMIEL

kL

The insurance contract provisions have been established based
upon the following key assumptions:

MEBESWERMED
TR/ ZREREHEATRREE

e Interest rates which vary by the type of contract;

e Mortality/morbidity rates based on the China Life Insurance

Mortality Table (2000-2003); and BREDRIE(ZZZZEFE_TET=
F)i Rk
e Lapse rates based on 100% of pricing assumptions. o (EEERBEBETEEREKI00%TE
Sensitivities of changes in key assumptions: TERREBHHEE

Impact on profit
after tax and

total equity
%le?ﬁfﬁxiiﬂ&
HRESNEE
HK$’ m////on
& E T
31 December 2011 —E2——%+ZA=+—H
1% increase in interest rate F 2= 42 01 % 2,373.37
10% decrease in mortality/morbidity rate T & " ZERFED10% 352.75
31 December 2010 —E—ZEF+ZA=+—H
1% increase in interest rate FI 2 12 001 % 2,876.33
10% decrease in mortality/morbidity rate TR BERERA10% 326.31
During the year, there were no significant changes in the key fi’\$¢ N ESRAEVABERMANDEZR
assumptions used in estimating the life insurance contract liabilities. A E R ) .
28 UNEARNED PREMIUM PROVISIONS 28 REHETEES
31 December 2011 31 December 2010
“E--FfZA=t-H ZZ-ZE+-A=1-H
Reinsurers’ Reinsurers’
share share
Gross BRRE Net Gross BRR Net
ok ARBE k] fk NSEGE T
$°000 $°000 8000 8000 8000 8000
F F Fr Fr FIT F
Life insurance (Note (j) ABRR (#() 308,986  (89,457) 219,529 309,683  (108,114) 291,569
Property and casualty insurance BERR (20)
(Note (i) 3160772 (381,840) 2,787,932 2781081  (350,077) 2,431,004
Reinsurance (Note (i) BRR (20i) 1,112,834 (102,404) 1,010,430 870,133 (80,448) 789,685
Other businesses (Note (iv)) Hin % (i) 216,755 (53,429) 163,326 16,417 - 16,417

4,808,347 (627,130) 4,181,217 4,067,314 (538,639) 3,528,675
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

28 UNEARNED PREMIUM PROVISIONS (continued)

28 REHIETEES (#)

Notes: g
(i)  Analysis of movement in the unearned premium provisions for the life i) ASRBEBOHARINBECEFERSZ(LIN:
insurance business:
2011 2010
—E--F Z2-%2%
Reinsurers’ Reinsurers’
share share
Gross BRRE Net Gross BRE Net
B ARRE B BE RARE et
$'000 $'000 $'000 $000 $'000 $'000
Fr Fr FI F Fr F
Balance as at 1 January R—A—B&H% 399,683 (108,114) 291,569 369,190 (98,461) 270,729
Premiums written during the year FRNERIRE 37,928,838 (248,684) 37,680,154 37,033,658 (305,736) 36,727,922
Premiums eamed during the year FRERBRE (38,036,880) 272,164  (37,764,716)  (37,016,411) 299,652 (36,716,759)
Exchange alignment ExAE 17,345 (4,823) 12,522 13,246 (3,569) 9,677
Balance as at 31 December RTZA=+—-RB&H 308,986 (89,457) 219,529 399,683 (108,114) 291,569
(i) Analysis of movement in the unearned premium provisions for the property (i) HMERBREBSNARIPETEHES (LI
and casualty insurance business:
2011 2010
—Z--% %%
Reinsurers’ Reinsurers’
share share
Gross BRRE Net Gross BRR Net
A NEHE B8 B RARE 28
8000 8000 8000 8000 8000 $'000
F Fr FI F F FT
Balance as at 1 January R—A—B#&# 2,781,081 (350,077) 2,431,004 2,901,735 (344,131) 2,557,604
Disposal of subsidiary HENRBAR - - - (843,197) 117,982 (725,215)
Premiums written during the year FRNERIRE 7,930,219 (1,235,258) 6,694,961 8,866,038 (1,358,829) 7,507,209
Premiums earned during the year FREHRNRE (7,672,039) 1,218,929 (6,453,110) (8,224,743) 1,244,733 (6,980,010)
Exchange alignment ERA% 130,511 (15,434) 115,077 81,248 (9,832) 71,416
Balance as at 31 December R+-—A=+—-R&H 3,169,772 (381,840) 2,787,932 2,781,081 (350,077 2,431,004
(iiiy ~ Analysis of movement in the unearned premium provisions for the reinsurance (i) BREEBOARIGETCEGESELIN:
business:
2011 2010
—E--F —2-%%
Reinsurers’ Reinsurers’
share share
Gross BRRE Net Gross BRE Net
X ARHE R @z RARE EE
$°000 $000 $°000 $'000 $'000 $'000
FI Fr FI Fr Fr Fr
Balance s at 1 January RN-f-BE# 870,133 (80,448) 789,685 547,881 (71,163) 476,718
Premiums written during the year FNERRE 3,431,083 (357,424) 3,073,659 2,649,725 (277,664) 2,372,061
Premiums earned during the year FRERDRE (3,188,382) 335,468 (2,852,914) (2,347,733 270,197 (2,077,536)
Exchange alignment ERBE - - - 20,260 (1,818) 18,442
Balance as at 31 December WtZA=t-B4% 1,112,834 (102,404) 1,010,430 870,133 (80,448) 789,685
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Notes to the Consolidated Financial Statements (Continued)

I RBERRNEE (2

(Expressed in Hong Kong dollars)
(BB SR )

nVT\

28 UNEARNED PREMIUM PROVISIONS (Continued) 28 REHIETEES (#)

Notes: (Continued) it ()

(iv) Analysis of movement in the unearned premium provisions for other (iv)
business:

HEBORIHEEEBES B

2011 2010
—E--F —Z-%
Reinsurers’ Reinsurers’
share share
Gross BRE Net Gross BRE Net
xo) ARBE B aE RARE et
$'000 $°000 $°000 $000 8000 $000
FI Fr FI F Fr FT
Balance as at 1 January R—A—B#&H 16,417 - 16,417 - - -
Premiums written during the year FRARRE 641,483 (126,832) 514,651 25,417 - 25,417
Premiums earned during the year FRERNRE (446,456) 74,610 (371,846) (9,396) - (9,396)
Exchange alignment ERAE 5,311 (1,207) 4,104 396 - 396
Balance as at 31 December RE-A=+-B&H 216,755 (53,429) 163,326 16,417 - 16,417
B 2k
29 PROVISION FOR OUTSTANDING CLAIMS 29 FRIREEFER
31 December 2011 31 December 2010
—E--%+ZA=t-H ZT-ZE+ZA=1-H
Reinsurers’ Reinsurers’
share share
Gross BRi Net Gross BRR Net
aE  ARHBE RE #E  RAHKE ek
$'000 $'000 $°000 $000 $'000 8000
Fr FI Fr 7T FT T
Life insurance (Note () ANBRB (i) 227,012 (43,189) 183,823 218,787 (50,301) 168,436
Property and casualty insurance (Note (i) BTERER (5(i)) 4,623,942  (1,054,601) 3,569,341 4295023  (1,177,819) 3,117,204
Reinsurance (Note (i) BRE (i) 4,286,130 (662,737) 3,623,393 3,124,689 (268,557) 2,856,132
Other businesses (Note (iv)) Et s (#0) 71,718 (13,288) 58,430 410 - 410
9,208,802 (1,773,815) 7,434,987 7,638,859  (1,496,677) 6,142,182
Notes: i
(i)  Analysis of movement in the provision for outstanding claims for the life () ABRBEBORREIERBCDHT:
insurance business:
2011 2010
—Z--% —E-%
Reinsurers’ Reinsurers’
share share
Gross BRRE Net Gross BRE Net
@ NEHE B8 am RARE #H#
$°000 $'000 $°000 $000 $000 $000
F Fr FI F F F
Balance as at 1 January R—A—B#&® 218,737 (50,301) 168,436 202,013 (36,615) 165,398
Claims paid during the year FRERER (814,776) 170,283 (644,493) (774,402 203,556 (570,846)
Claims incurred during the year FRRE 812,254 (160,891) 651,363 783,877 (215,672) 568,205
Exchange alignment EXAE 10,797 (2,280) 8,517 7,249 (1,570) 5,679
Balance as at 31 December RTZA=+-B#&# 227,012 (43,189) 183,823 218,737 (50,301) 168,436

FREAFREBRIERARAT

2011

F I




Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)

(EBZR)
N 7 £/ ——
29 PROVISION FOR OUTSTANDING CLAIMS 29 FRIREEREME (&)
(Continued)
Notes: (Continued) it ()
(i) Analysis of movement in the provision for outstanding claims for the property (i) HMERBEBSHRREREHESZLIT:
and casualty insurance business:
2011 2010
BN -3
Reinsurers’ Reinsurers’
share share
Gross BRE Net Gross BRR Net
okl DAARE B8 fek NEfE 8
$'000 $'000 $°000 $°000 $'000 $'000
Fr fr Fr Fr F FIL
Balance as at 1 January R—A—B#&H 4,295,023 (1,177,819) 3,117,204 4,125,068 (1,266,520) 2,858,548
Disposal of a subsidiary HE—AIHBAA - - - (497,953) 94,662 (403,291
Claims paid during the year EREHER (3,568,151) 471879 (3,096,272)  (3,848,095) 605,477 (3,242,618)
Claims incurred during the year FRNRE 3,765,474 (326,113) 3,439,361 4,436,898 (596,459) 3,840,439
Exchange alignment ERLAE 131,596 (22,548) 109,048 79,105 (14,979) 64,126
Balance as at 31 December RT-ZA=+—-B&H 4,623,942 (1,054,601) 3,569,341 4,295,023 (1,177,819) 3,117,204
(i) Analysis of movement in the provision for outstanding claims for the (i) BARBEBHRABREGE (DN :

reinsurance business:

2011 2010
—E--F —Z-%
Reinsurers’ Reinsurers’
share share
Gross BRRE Net Gross BRE Net
BE ARBE R B RRARE %8
$°000 $°000 $'000 $000 8000 $'000
FI Fr FI Fr Fr F
Balance as at 1 January R—A—B#&H 3,124,689 (268,557) 2,856,132 2,655,675 (257,470) 2,398,205
Claims paid during the year FRERER (1,463,276) 98,985 (1,364,291) (1,018,335) 99,914 (918,421)
Claims incurred during the year FRRE 2,624,717 (493,165) 2,131,552 1,412,399 (105,073) 1,307,326
Exchange alignment EXRE - - - 74,950 (5,928) 69,022
Balance as at 31 December RTZA=+—-B#&#% 4,286,130 (662,737) 3,623,393 3,124,689 (268,557) 2,856,132
(iv) Analysis of movement in the provision for outstanding claims for other (iv) EMEBRRAEREBELON:
business:
2011 2010
=%--% “F-%%
Reinsurers’ Reinsurers’
share share
Gross BRRE Net Gross BRR Net
am AEHE 8 am RARE EE
$°000 $'000 $°000 $'000 $'000 $'000
FI Fr FI FI FT FT
Balance as at 1 January R—A—-B&H 410 - 410 - - -
Claims paid during the year ERTHER (100,064) 30,637 (69,427) (529) - (529)
Claims incurred during the year FRRE 169,745 (43,626) 126,119 929 - 929
Exchange alignment EXRE 1,627 (299) 1,328 10 - 10
Balance as at 31 December R+-A=+-B&H 71,718 (13,288) 58,430 410 - 410
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (#

(Expressed in Hong Kong dollars)

(LEHSR)
30 INVESTMENT CONTRACT LIABILITIES 30 REGHNEE
(a) Unit-linked products (a) REELEMR
The Group
AEE
2011 2010
—E——F —E-ZF
$’000 $°000
FT Fr
Balance as at 1 January R—A—B#&% 4,909,273 5,078,319
Premiums received during the year FREWRE 285,808 118,691
Investment (loss)/income allocated ﬁ@ﬂ?ﬁxﬁé S
to investment contracts ®E(BXR) WA (828,326) 241,923
Surrenders and others RR K EHAM (849,179) (697,693)
Exchange alignment PE 5 58 & 211,541 168,033
Balance as at 31 December R+—A=+—B#&4& 3,729,117 4,909,273
(b) Universal life and other products (b) BeESBRAMER
The Group
REH
2011 2010
—E——F —E-FF
$°000 $’000
Fr For
Balance as at 1 January KN—A—B#&& 31,368,968 31,303,618
Premiums received during the year FRE R E 962,911 1,060,279
Interest allocated to investment PEEBRESHZF =
contracts, net of management fee JREBRE 1,004,763 1,205,902
Surrenders and others RIR R EHA (7,134,858) (3,008,880)
Exchange alignment PE 38 & 1,437,589 808,049
Balance as at 31 December R+ A=+—H&#% 27,639,373 31,368,968
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e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

31 INCOME TAX IN THE STATEMENT OF FINANCIAL 31 B1#&ARRRABIIA

POSITION
(a) Current taxation in the statement of financial position (@) EUHEMRREKFARNERHRIES
represents:
The Group The Company
biN- NN
31 December 31 December 31 December 31 December
2011 2010 2011 2010
2% —T-%F —E--F S
+ZA=t-B +TZA=+—-H t+ZA=+-B +ZA=t+—H
$°000 $°000 $°000 $°000
Fr Fr Fr FT
Hong Kong Profits Tax ERNEHR
- Provision for the year ~AFEEEE 403 31,718 - -
- Provisional tax paid -BEHANBR (15,753) (20,678) - -
(15,350) 11,040 - -
Balance of Hong Kong Profits Tax BREFENBAENGH
provision for prior years EEEH 226,710 166,637 = -
Taxation outside Hong Kong BB B 84,922 298,328 - -
296,282 476,005 - -
Amount of taxation payable expected ~ JEHEFE —F LB AF AL
to be settled after more than 1 year ~ HIER B - - = -
Net tax recoverable recognized in ERRRI BN
the statement of financial position AR EFIEFE - - - -
Net current taxation recognized in B RRRB BN
the statement of financial position A 296,282 476,005 - -
296,282 476,005 - -
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e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

31 INCOME TAX IN THE STATEMENT OF FINANCIAL 31 B nRmBIIE (&)
POSITION (continued)

(b) Deferred tax assets and liabilities recognized: (b) ERRELERBEERAE:
The Group &
The components of deferred tax assets/(liabilities) (prior to the kR & B A5 R0 K P B R IR ST IR &
offsetting of balances within the same taxation jurisdiction) E/(Af) (BRE—#FnE 2 EHRiK
recognized in the consolidated statement of financial position A MAERAFEHBEBRAT
and the movements during the year were as follows:
Fair value
adjustment
Difference in arising  Fair value
depreciation from  adjustment
allowances business of available- Life Securities
and related combination for-sale  insurance Unused held for
depreciation Revaluation — ¥#AfGF  securities  contract tax trading
RERHE of Mol  THEE  liabilties losses BEE
Deferred tax EREFE  properties 20 BEDR BRANW *BA RFAE Others Total
arising from: EERERE: WEE  WEER  EEHE  EEHE 8 HEFE EE i A

$000 $000 $000 $000 $000 $000 $000 8000 $000
T 7 T T 1 7 T T 1

At 1 January 2011 RZE--5-F-R 406 (49,288) (79,222) (208,535)  (1,019,980) 186,837 (224,671) 44,595  (1,349,858)
(Charged)/credited REABEE

to consolidated (XH) /%

income statement (436) (28,575) - 119,474 - (38,289) 4,243 54,560 115,977
(Charged)/credit to other IME M2 Wz (5IA)/

comprehensive EE

income - (135,701) - 1,018,925 - - - - 883,224
Exchange difference B3 % = (237) = 7542 (50,618) 3703 (11,052 4036  (61,710)
At31 December 2011 R=B——E+=F=+-F§ (30)  (208801)  (79,222) 922,322 (1,070,598) 152,251  (231480) 103,191  (412,367)
At 1 January 2010 W-Z-%F£-f—-H 1,246 (523) (79,222 (159,969) (985,748) 136,764 (231,715) - (1,319,167)
(Charged)/credited MEERERR

to consolidated (Zit) /8%

income statement (840) (48,765) - 38,027 - 48,806 27,142 43,849 108,219
Charged to other REMZANREAER

comprehensive income - - - (82,200) - - - - (82,206)
Exchange difference ERA% - - - (4,387) (34,232) 1,267 (20,098) 746 (56,704)
A 31 December 2010  H-F-TE+-F=+-F 406 (49,288)  (79.222)  (208,535) (1,019.980) 186,837  (224671) 44,595 (1,349,858)

A K AR IR B BR A A
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Notes to the Consolidated Financial Statements (Continueq)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

31 INCOME TAX IN THE STATEMENT OF FINANCIAL 31 B nRmBIIE (&)
POSITION (continued)

(b) Deferred tax assets and liabilities recognized: (Continued) (b) E-RRDELHBEEREE: (£&)
The Group (Continued) AER (&)
31 December 31 December
2011 2010
—E-—F —E-FF
+=ZB=+—8 +ZA=+—8”
$’000 $°000
Fr Fir

Net deferred tax asset recognized  EMRRER A T EAK LK
in the consolidated statement of RYEER TH & =55
financial position 145,524 141,609

Net deferred tax liability recognized B RIS B AR K
in the consolidated statement of RIEERIE B (FF &

financial position (557,891) (1,491,467)
(412,367) (1,349,858)
The Company KAF
The components of deferred tax assets/(liabilities) recognized R BRAREROELEHBEE, (B
in the statement of financial position and the movements during BINEERETFENESDFRNOT :

the year were as follows:

Fair value
adjustment of
available-for-

sale securities

A HEES

Deferred tax arising from: EERIERE : ARBEBEFAE

$°000

For

At 1 January 2011 HnR-—Z——%—H—H 516
Credited to other A b 2 [ U & B 5

comprehensive income 282

At 31 December 2011 RZEB-——F+=ZA=+—8H 798

At 1 January 2010 R-ZZE—ZFF—H—H (426)
Credited to other A E b 2 T IR 2 [0 B

comprehensive income 942

At 31 December 2010 R_ZE—ZF+_A=+—H 516
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Notes to the Consolidated Financial Statements (Continued)

mEMEHRREE &)

(Expressed in Hong Kong dollars)
(BB SR )

31 INCOME TAX IN THE STATEMENT OF FINANCIAL

POSITION (continued)

(c) Deferred tax assets not recognized

At 31 December 2011, the Group did not recognize deferred
tax assets in respect of certain tax losses of $1,319,000,000
(31 December 2010: $1,224,000,000). Of this amount, the total
tax loss of $753,000,000 (31 December 2010: $822,000,000)
can be carried forward up to five years after the year in which
the loss was originated to offset future taxable profits, while the
remaining tax losses do not expire under current tax legislation.

(c) RER

31 AR TRTEIE (2)

VELERIREE

R-E——F+_A=Z+—H A£H
KA R1,319,000,0007T (—FE—F 4
+=A £+— H :1,224,000,0007T) 2
RMEEEMELENELEHIBEE R
BE N 753,000,000 (= —ZFF + =
A =+—H:822,000,0007T ) % & E 18
MBAAEEEBETR;S 52 TER
AFE AEREARARZEFHEFE  Her
?%%EIE%E%’EEHEﬁmm%ﬂ%wwjﬂﬁ%
HAIR

32 INTEREST-BEARING NOTES ENEEE
The Group
rEE
31 December 31 December
2011 2010
—E2——F —E-FF
+=ZA=+—8H +ZHA=+—H
$°000 $°000
For Fr
USD notes due 2013 (Note (a)) R-ZE—=F3HH
ETLEE (i) 1,357,759 1,358,465
RMB subordinated notes due 2013 RZZTE—=FFHN
(Note (b)) ARBRERE (7#0b)) 1,850,250 1,762,770
RMB subordinated notes due 2018 RZZE—N\FEEHDN
(Note (c))  ARBRBRIE (it (c)) 2,528,675 2,409,119
RMB subordinated notes due 2019 RZZE—AFEEHDN
(Note (d) ARBERBER (51(d)) 370,050 352,554
RMB subordinated notes due 2020 R-ZE-—ZFFI N
(Note (g)) ARBREERE (iE) 4,563,950 4,348,166
RMB subordinated notes due 2021 RZZT Z—FEHW
(Note (f)) ARMOR BB ( i) 370,050 -
11,040,734 10,231,074
Fair value of interest-bearing notes ENEEEAAEE 10,377,236 9,719,184
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I RBERRNEE (2

(Expressed in Hong Kong dollars)
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32 INTEREST-BEARING NOTES (Continued)

Notes:

(a)

270

On 12 November 2003, a subsidiary of the Group issued 5.8% notes for
the principal amount of US$175,000,000 at a discount. The notes are
listed on the Singapore Exchange Securities Trading Limited and will be
redeemed on 12 November 2013 at their principal amount. Interest on
the notes is payable semi-annually in arrears. The effective interest rate
applied to the notes is 5.9%.

The notes may be redeemed by the subsidiary, at its option, at any time at
par plus accrued interest, in the event of certain tax changes as described
under “Conditions of the Notes — Redemption and Purchase” in the offering
circular dated 3 November 2003.

The notes issued are unconditionally and irrevocably guaranteed by the
Company.

On 23 October 2005, TPL, a subsidiary of the Group issued 4.45%
subordinated notes at par for the principal amount of RMB1,500,000,000.
The notes will be redeemed on 30 November 2013 at par value and cannot
be repaid on demand before then. Interest on the notes is payable annually
in arrears.

The notes issued are free of any collateral and guarantee.

During September and December 2008, TPL and TPI, subsidiaries of the
Group issued 6.3% subordinated notes at par for the principal amount
of RMB1,350,000,000 and RMB700,000,000, respectively. The notes
will mature during September and October 2018 but the notes can be
redeemed at the fifth anniversary year of the issue date at par value at
the discretion of TPL and TPI. Interest on the notes is payable annually in
arrears.

The notes issued by TPL are free of any collateral and guarantee. The
notes issued by TPI are free of any collateral but are unconditionally and
irrevocably guaranteed by TPG.

On 16 March 2009, TPL, a subsidiary of the Group issued 5.6%
subordinated notes at par for the principal amount of RMB300,000,000.
The notes will mature during March 2019 but the notes can be redeemed
at the fifth anniversary year of the issue date at par value at the discretion
of TPL. Interest on the notes is payable annually in arrears.

The notes issued are free of any collateral and guarantee.

On 28 October 2010, TPL, a subsidiary of the Group issued 4.8%
subordinated notes at par for the principal amount of RMB3,700,000,000.
The notes will mature during October 2020 but the notes can be redeemed
at the fifth anniversary year of the issue date at par value at the discretion
of TPL. Interest on the notes is payable annually in arrears.

The notes issued are free of any collateral and guarantee.

On 23 February 2011, TPL, a subsidiary of the Group issued 4.8%
subordinated notes at par for the principal amount of RMB300,000,000.
The notes will mature during February 2021 but the notes can be redeemed
at the fifth anniversary year of the issue date at par value at the discretion
of TPL. Interest on the notes is payable annually in arrears.

The notes issued are free of any collateral and guarantee.

China Taiping Insurance Holdings Company Limited
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33 INSURANCE CREDITORS 33 Rz FREMNIERX
The Group
REE
31 December 31 December
201 2010
—E—-— —E—FF
+=ZA=+—H +ZHA=+—H
$°000 $°000
Fr JT
Amounts due to insurance customers JERRBREP %’(I, 725,791 525,924
Amounts due to insurance intermediaries  J& 5 (R B & /1 5K 18 395,106 363,818
Deposits retained from retrocessionaires 5 {R[& A % 28 B S 169,246 84,225
Prepaid premiums received T8 UL IR & 1,564,913 891,298
2,855,056 1,865,265
All of the amounts due to the insurance creditors are expected to FrBERBREFEMNREREHRBER —FRNEE-
be settled within one year.
The amounts due to insurance customers include amounts due to ERNRBEFPFREREENRRZMEB A RN
fellow subsidiaries of $1,104,000 (31 December 2010: $2,982,000) 18 51,104, 00075 ( :Z:$¢+: =+—
which are insurance related in nature. A :2,082,0007T) ' AR IE B RG M E
In 2011, the amount due to insurance intermediaries was reclassified R_FT——F ZRIEHRRT Z\ﬁ HEY
from “Other payables and accrual” into “Insurance creditors” due HE L EOmHE FEH&WEEEJF PSR}
to the nature of this amount. Prior year figure has been adjusted NEEREBEPENER - TENHTEE
accordingly. MHEFE -
The following is an ageing analysis of the amounts due to insurance ERRBEPRIBZERE AT
customers:
The Group
rEE
31 December 31 December
2011 2010
= —E-TF
+=ZB=+—H +ZA=+—H”
$°000 $'000
For Fr
Current B 694,059 477,467
More than 3 months wmi’=1EA
but less than 12 months BALR+ @A 21,719 25,207
More than 12 months Bid+ —1@A 10,013 23,250
725,791 525,924
34 OTHER PAYABLES AND ACCRUAL 34 HAFES R FESFTFUE
All of the other payables and accrual are expected to be settled FrEHMEN RERBERRAER —FRE
within one year. =
35 INSURANCE PROTECTION FUND 35 REBRERES
The amount represents the amount payable to the insurance SHERENBERRENRBRREES ZS
protection fund at end of the reporting period. According to the o iRiE A {%gg;\,g[googp%ﬁ UR B (R =
CIRC’s Order (2008) No. 2 “Administration rule on insurance HeEmE) R EBESHERIRME
protection fund”, the insurance protection fund is calculated on ABIEREHRFEREABREN0.8% =
the basis of 0.8% of retained premium for accident and short-term 1REBF B Eﬁﬁ/\?&ﬁﬁ)ﬂk? =R
health policies, 0.15% of retained premium for long-term life and ﬁg H10.15% & 2 (3 B F) B #) & 2 A =13
long-term health policies with guaranteed interest, and 0.05% of 2 é B2 (2 2 #90.05% /\;1% B 1% EA =)
retained premium for long-term life policies without guaranteed Bﬁgiﬁ?éﬁ‘ ) 485 ﬁ@mﬂﬁﬁ' ) ;f;ﬁ}a Eﬁiﬁ.(
interest. The ceiling of the fund for a life insurance company is o (RS 2 4 - T B AR 0—7 81| 5 4 g?é’\]
1% of its total assets and for a property and casualty insurance 6°/ N - RIAL e B2
company is 6% of its total assets. °
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36 SECURITIES PURCHASED UNDER RESALE
AGREEMENTS/SECURITIES SOLD UNDER
REPURCHASE AGREEMENTS

The Group entered into transactions in which it transferred financial PINS HEEEBREE
assets directly to third parties. These transfers will not give rise to =% P RLE EWR
derecognition of the financial assets concerned as all the risks and 1FFEF IS A
rewards of ownership are not transferred and control is retained. P54
Conversely, the Group also enters into short-term investment E FMER R YRS
arrangements secured by the securities purchased. The securities BA3%3 BT S AR
purchased are not recognized on the statement of financial position. o
All of the securities purchased under resale agreements and FIEEAREZLFRELOBESFUARE
securities sold under repurchase agreements are denominated BEMRBERERRE—FAIN - BAR
in RMB and will be settled within one year from the end of the EBAFAMNBELOEZESZEREENESNE
reporting period. The carrying amount of the securities purchased NAEE-
under resale agreements and securities sold under repurchase
agreements approximate to their fair value.
As at 31 December 2011, debt securities which are classified as RZE——F+ZA=+—H EEENE
available for sale and held to maturity with carrying amount of 22833 (ZE—ZEF+ZRA=+—H:4
approximately $22,833 million (31 December 2010: approximately £158.85(8 ) 2 Al N E RIFE ERHER
$15,885 million) were pledged under securities sold under BHEEFAELLBEES
repurchase agreements.
As at 31 December 2011, most of the securities purchased under RZZE——F+ZRA=+—H RIBOHHEA
resale agreements and the securities sold under repurchase BEFALBEHEREBESERNLEBR(ZE
agreements will mature within 9 days (31 December 2010: within 7 —ZEF+ZA=+—H: AR I FF
days), with interest rates of 5%-11% (31 December 2010: 3%-8%) ED R B5%-11% (ZE—ZFF+=-_A=+—
and 3%-11% (31 December 2010: 5%-6%) per annum respectively. H:3%-8%)%3%-11% (ZE—ZF+_A
=+—H:5%-6%) °
37 SHARE CAPITAL 37 BA

31 December 2011
—E--F+ZA=1-H

31 December 2010
—E-ZF+-A=1+-H

No. of shares 8000  No. of shares $'000
Vs d Fr R4 E FIr

Authorized: EERAE:

Ordinary shares of $0.05 each FREE0.05 T LA 2,000,000,000 100,000 2,000,000,000 100,000

Issued and fully paid: BAORBRRAK:

At 1 January ®—B—8 1,703,615,092 85181  1,702,065,002 85,103

Shares issued under Share BERRETE

Option Scheme (note (a)) BITRORD (@) 1,660,000 83 1,550,000 78

At 31 December ®R+-A=+—-H 1,705,275,092 85,264 1,703,615,092 85,181

All of the shares issued by the Company rank pari passu and do ARBIMBETORBRN O ZERSES

not carry pre-emptive rights. 58 75 Bt B T ] 18 ST # -

(a) During the year ended 31 December 2011, options were @ BE_FT—-——F+-_A=+—HIF
exercised to subscribe for 1,660,000 ordinary shares (see note BB ERRERBEARARREBRR
40(a)) in the Company at a consideration of $4,913,000 of 171,660,000/ (2 & [f iF40(a) ) ~ 48 (&
which $83,000 was credited to share capital and the balance K £34,913,0007T ° X $183,0007T B &F A
of $4,830,000 was credited to the share premium account. B& 7N - £2 4,830,000 B 5F A B9 i@ B
During the year ended 31 December 2010, options were BE_Z2 % ij‘ “"A=+—HLF
exercised to subscribe for 1,550,000 ordinary shares (see note T - 817 {5 SR NG M AR A AN B o R AR
40(a)) in the Company at a consideration of $3,264,000 of 171,550,000 (2 & [f iF40(a) ) ~ 48 (&
which $78,000 was credited to share capital and the balance 3% /3,264,0007T  H #78,0007T 2 & A
of $3,186,000 was credited to the share premium account. B2 A - £ 803,186,0007T B 5T A BE 7 3% B
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.
38 RESERVES 38 f#fE
(a) The Group (@) ~&H
Shares
Employee held for
share-based Share
Fair - compensation Award Non-
value reserve Scheme controlling
Share Capital Merger  Exchange reserve  URHAKX RRHBEB Revaluation  Retained Sub- interests
premium reserve reserve reseve  AAEE <EEWHE HEMEE reserve profits total FER Total
RGEE  EAEE  AHEHE  ERRE #E  BERG 2Rt EffE  REER Pt RRER 28
$000 $°000 $000 $000 $000 $000 $'000 $000 $000 $000 $000 $'000
[Z3 Fr i3 [Z3 [Z3 [Z3 i i3 Fz Fr Fr 123
At 1 January 2011 R-2-—%-A-8 9,046,775 (1,504,857 (1,683,920) 515905 488542 101,747 (90,912 123190 5630736 12,627,206 5,769,486 18,396,692
Profit for the year RERER = - - - - - - - 495305 495305 424547 919,852
Other comprehensive income FEREMRERE
for the year:
Revaluation gain arising RERNEENAE
from reclassification of ARANEMEL
own-use properties into 2ERME
investment properties - - - - - - - 206,056 - 206,056 205,645 411,701
Exchange differences on HEHBAREE
translation of the MEXZE
financial statements of
subsidiaries - - - 307,420 - - - - - 307,420 307,150 614,570
Available-for-sale AEHERS ()
securities (notefj): - - - - (1,763,963) - - - - (1,763,963) (1,521,101) (3,285,064)
~ changes in fair value -DMBER = = = - (2746,077) = > o - (2746077) (2,328,207) (5,074,284)
- deferred tax recognized ~BRELEHE - - - - 514,071 - - - - 514,071 504,854 1,018,925
- transferred to profit or loss -8EBER - - - - 468,043 - - - - 468,043 302,252 770,295
Total comprehensive income FENGEE = = - 307,420  (1,763,963) = - 206,056 495,305 (755,182)  (583,759) (1,338,941)
Shares issued under BEZRE
Share Option Scheme SERIRS 4,830 - - - - - - - - 4,830 - 4,830
Share options exercised BITERRE 1,616 - - - - (1,616) - - - - - -
Share options BREREBRRRE
granted and vested - - - - - 2,451 - - - 2,451 - 2,451
Amortization arising from RERHEEEzEH
Share Award Scheme - - - - - 5,445 - - - 5,445 - 5,445
Transfer to retained profit {7 R R 3t &l 2 BV
for revoked shares under RHBEAREEF
Share Award Scheme - - - - - (111) - - m - - -
Vested share for Share Ry RE: 22 BBRR
Award Scheme - - - - - (62,040) 57,534 - 4,506 - - -
Acquisition of additional BAMBLRAEIMER
interests in subsidiries - (560,209) - - - - - - - (560,200) 210944 (349,265)
Deemed acquisition of additional ~ ##% Af AM B2 ABEMER
interests in a subsidiary - 24,891 - - - - - - - 24,891 (24,891) -
Capital contribution made ARRARIAER
to subsidiaries - - - - - - - - - - 67,571 67,571

At 31 December 2011

9,063,221  (2,040,175) (1,683,920 823,325  (1,275,421) 45,876 (33,378) 329,246 6,130,658 11,349,432 5,439,351 16,788,783
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38 RESERVES (Continued) 38 fi#fe (#)

(a) The Group (Continued) (a) "&EB (£&)
Shares
Employee held for
share-based Share
Fair - compensation Award Non-
value reserve Scheme controlling
Share Capital Merger  Exchange reseve  WARGAE  ARAEE  Revaluation  Regulatory Retained Sub- interests
premium reserve reserve reseve  AREE BRE  HEMmBE reserve reserve profits total FER Total
BHEE  EARR  AGER  EXER w#E BRERG 2R EfiRE kERk REEN P BRER it
$000 $000 8000 $000 $000 8000 $000 $000 $000 $000 $000 $000 8000
T T FT FT T T FT I I i T Tz i
At T January 2010 W=%-35-A-8 9042562 (1504857 (1683920) 417008 471321 G165 (96788) 100,096 1977 3362564 10211608 5041118 15252726
Profit for the year KREEER - - - - - - - - - 2244793 2,244,793 408,674 2,653,467
Other comprehensive income REREMZENE:
for the year:
Revaluation gain arising RERNXERS
from reclassification of BARAMEMEL
own-use properties into ZEEWE
investment properties - - - - - - - 23,094 - - 23,004 - 23,094
Exchange differences on BEHBLAARR
translation of the HESZR
financial statements of
subsidiaries - - - 185,389 - - - - - - 185,389 199,356 384,745
Release upon disposal of REE-F
a subsidiary HERARER - - - (86,492) 14,411 - - - - - (72,081) - (72,081)
Available-for-sale AENERF(H)):
securities (noteff)): - - - - 2,810 - - - - - 2,810 120,338 123,148
- changes in fair value -RREEEE - - - - 543,984 - - - - - 543,984 625072 1,169,056
- deferred tax recognized ~BRELRR - - - - (38,230) - - - - - (38.230) (43,976) (82,206)
- transferred to profit or loss -HEBERR - - - - (502,944) - - - - - (502,944)  (460,758) (963,702)
Total comprehensive income 2ERELE - - - 98,897 17,221 - - 23,094 - 2244793 2,384,005 728,368 3,112,373
Release upon disposal of REE—f
a subsidiary HERARER - - - - - - - - (1,977) 1977 - - -
Shares issued under R B HIE
Share Option Scheme HEBIRG 3,187 - - - - - - - - - 3,187 - 3,187
Share options exercised BAERRE 1,026 - - - - (1,026) - - - - - - -
Share options granted and vested B RE BERRE - - - - - 4,296 - - - - 4,006 - 4,296
Amortization arising from KERRED
Share Award Scheme HHz B - - - - - 24,110 - - - - 24,110 - 24,110
Transfer to retained profit [t SRt &2 A
for revoked shares under BASARSEHN
Share Award Scheme - - - - - (922) - - - 922 - - -
Vested share for Share it SRt B
Award Scheme 2BERSR - - - - - (6,336) 5876 - - 460 - - -
At 31 December 2010 RoZ-%%
+-A=+-R 9,046,775  (1,504,857) (1,683,920 515,905 488,642 101,747 (90,912) 123,190 - 5630736 12,627,206 5,769,486 18,396,692
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38 RESERVES (continued)

(a) The Group (Continued)

8 it (#)

(a) A5%ME (&)

Notes: it
2011
—E-——F
Property
and
Life casualty Other
insurance insurance Reinsurance businesses Total
AERRE BERE BRE Hitr %% HEm
$’000 $’000 $’000 $’000 $°000
Fr Fr F Fr Fr
Note (i) ()
Debt securities EBES 169,059 (38,124) (52,500) (31,656) 46,779
Equity securities BRAEH (2,469,564) (177,584) (16,161) (8,947)  (2,672,256)
Investment funds RERES (1,611,494) (44,066) (1,133) - (1,656,693)
(3,911,999) (259,774) (69,794) (40,603)  (4,282,170)
Deferred tax charged to reserves REBARZEEHIE 977,999 33,249 6,822 855 1,018,925
Share of associates BENRDE - - - (21,819) (21,819)
Shared by non-controlling interests TR R EEER 1,465,536 53,413 - 2,152 1,521,101
(1,468,464) (173,112) (62,972) (59,415)  (1,763,963)
2010
—E-ZF
Property
and
Life casualty Other
insurance insurance  Reinsurance businesses Total
ABRE ERR BRE Hith %% k)
$'000 $'000 $'000 $'000 $'000
F Fr Fr Fr Fr
Note (i) Z(i)
Debt securities B 249,471 (34,365) 41,186 (33,614) 202,678
Equity securities 7S 5 % 290,439 25,765 (77,118) (8,960) 230,126
Investment funds HEES (205,949) (40,884) 2,296 - (244,537)
333,961 (49,484) (33,636) (42,574) 208,267
Deferred tax charged to reserves NEBARZELEHE (84,589) (3,454) 4,895 942 (82,206)
Share of associates A WNSIRGE - - - (2,913) (2,913)
Shared by non-controlling interests R R EGER (124,562) 4,224 - - (120,338)
124,810 (48,714) (28,741) (44,545) 2,810
Included in the retained profits is an amount of $287,118,000 (2010: RBEMNEFBEBHEQINRBERN  AH
$35,619,000), being the retained profits attributable to associates. 287,118,0007t (= Z —Z 4 : 35,619,000 ) °
Included in the fair value reserve is a deficit of $10,056,000 (2010: surplus AARBEREETREEREARNAALEBER
of $11,762,000), being the fair value reserves attributable to associates. - AEE 410,056,000 (= —ZTF : A#

11,762,0007T) °
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38 RESERVES (continued) 38 f#fE (@)
(b) The Company (b) &~AF
Employee Shares
share-based held for
Fair compensation Share Award
value reserve Scheme
Share reserve MR 3 ARG Retained
premium DAEE Ar2ES LS profits Total
RAEE e BERE MREEZRH REBET ag
$'000 $'000 $°000 $'000 $'000 $'000
Tr T r Tr T r
At 1 January 2011 W-_f-——%-f—H 9,046,775 12,196 84,221 (60,857)  (2,109,494) 6,972,841
Shares issued under Share RERRE BIBTRA
Option Scheme 4,830 - - - - 4,830
Avallable-for-sale securities: nfEHEES:
- Changes in fair value (note (j) -DREERL(H) - (33,010) - - - (33,010)
- Deferred tax recognized —-ERELHE - 282 - - - 089
Profit for the year KEERF - - - - 2,351,215 2,351,215
Share options exercised TR R 1,616 - (1,616) - - -
Share options granted BEREBRRE
and vested - - 2,451 - - 2,451
Vested share for f&in B B B R R R
Share Award Scheme - - (49,078) 46,959 2,119 -
At 31 December 2011 RZF-——%+-A=1+-8 9,053,221 (20,532) 35,978 (13,898) 243,840 9,298,609
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38 RESERVES (Continued) 8 it (#)

(b) The Company (Continued) (b)y &xATF (#&)

Employee Shares
share-based held for
Fair  compensation  Share Award
value reserve Scheme
Share reserve MR Bk Retained
premium AREE  BERZEE REEE profits Total
BipEE EL ] HERE mEEZRG RE&EF a8
8000 $000 8000 8000 $'000 8000
Fr Fr Tr Fr Fr Tr
At 1 January 2010 R-Z-ZE-f—-H 9,042,562 50,016 67,693 (72,820) (3,287,260) 5,800,191
Shares issued under Share RERRETBBITREG
Option Scheme 3,187 - - - - 3,187
Available-for-sale securities: EEEE
— Changes in fair value (note () ~DRE fﬁ e () - (38,762) - - - (38,762)
- Deferred tax recognized -BREEHE - 942 - - - 942
Profit for the year EEEF - - - - 1,175,690 1,175,690
Share options exercised I RRE 1,026 - (1,026 - - -
Share options granted REREBR
and vested - - 4,296 - - 4,296
Transfer to retained profit for fR{n B &l 2
revoked shares under BUERAE A
Share Award Scheme REEF - - (733) - 733 -
Shares transferred to BOEUEE EE
subsidiary for Share BRAZHBAR
Award Scheme - - - 11,315 1,354 12,669
Amortization arising from RE RN RE &2 B
Share Award Scheme - - 14,628 - - 14,628
Vested share for Ri7 2B 8 H B RER R
Share Award Scheme - - (637) 648 (1 -
At 31 December 2010 RZ2-5§+-A=1-H 9,046,775 12,196 84,221 (60,857) (2,109,494) 6,972,841
2011 2010
=F-——5 ZZT-TF
$’000 $’000
Fr For
Note (i) Changes in fair value =) AREBEZL
Debt securities B%EH (31,298) (33,055)
Equity securities & 7 3 %5 (1,712) (5,707)
(83,010) (38,762)

B KRR IR B BR A
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

38 fiéfl (4
(c) HEEMRME

38 RESERVES (Continuea)

(c) Nature or purpose of reserves

278

(i) Capital reserve (i) BXGEE
The capital reserve represents the differences between the BEAREBREMRENBARZEE
net assets value of the subsidiaries acquired and the fair FEERQREABIBREMETR
value of the shares issued by the Company as consideration NAREERERE-
for the acquisition.

(ii) Reserves required under local regulatory requirements (i) Bl ERREERT ZHEE
In accordance with the Company Law of the PRC, a RIBEFRBEARE —HRFPREEZZ
subsidiary established in the PRC is required to allocate MEARIESBEBRIIE RN Z210%
10% of its profits after tax to the statutory surplus reserve. ERHEERHRFEH SEHERELH
No allocation to the statutory surplus reserve is required iz o T B8 2 B S A A AR 50% - Il
after the balance of such reserve reaches 50% of the BOBEEEERGRHE-
registered capital of the subsidiary.

(i) Merger reserve (i) B 1E
Merger reserve represents the difference in (i) the fair value aHERENTMEZZR ()N
of the shares issued as a consideration paid to TPG (HK) FTHEAFER (8 FEEBEAR
for the acquisition of MAH and (i) the share capital and ZERRERETHRD 2 ALE
share premium of MAH under the acquisition. B RiREEARZER CBRAR

& 17 45 (8 ©

(iv) Share premium (iv) R 7718
The application of the share premium account is governed KO EERBENER XBFE (QA
by Sections 48B and 49H of the Hong Kong Companies WRBI) ZE48BR F4OHIEME T
Ordinance.

(v) Exchange reserve (v) EZFE
The exchange reserve is comprised of all of the foreign MR FEREREMAEBUINES
exchange differences arising from the translation of the REEAEEZ2MEMMELENE
financial statements of the operations outside Hong Kong HER - WEHEBEREBBEMET1(WET
into the Group’s presentation currency. The reserve is dealt A TBRERE -
with in accordance with the accounting policy set out in
note 1(w).

(vi) Fair value reserve (vi) RAAEERE

The fair value reserve is comprised of the cumulative net

N

AREEFHEBEERREEBIE(N

-

change in the fair value of available-for-sale securities (iv)FT 8 B 5T BUR BRI M 3R & HIR
held at the end of the reporting period and is dealt with AIHHERFNEFANEEZETF

in accordance with the accounting policy set out in note
1(h)(iv).

(vii) Employee share-based compensation reserve

The employee share-based compensation reserve is
comprised of the fair value of the actual or estimated number
of unexercised share options and unvested awarded
shares granted to employees of the Group recognized in
accordance with the accounting policy adopted for share
based payments set out in note 1(z)(i).
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(Expressed in Hong Kong dollars)
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38 RESERVES (continuead) 38 itk (#)

(c) Nature or purpose of reserves (Continued)
(viii)Shares held for Share Award Scheme

The Shares held for Share Award Scheme is the
consideration paid, including any directly attributable
incremental costs for purchase of shares under the Share
Award Scheme, in accordance with the accounting policy
set out in note 1(z)(ii).

(ix) Revaluation reserve

The revaluation reserve represents the revaluation of
fair value of the assets and liabilities from the additional
acquisition of TPI relating to previously held interest in TPI
as associates and the revaluation of fair value of certain
properties from land and building to investment properties.

39 EMPLOYEE RETIREMENT BENEFITS

The Group operates a MPF scheme under the Hong Kong Mandatory
Provident Fund Schemes Ordinance and one Staff Provident Fund
Scheme (the “SPF scheme”) under the Occupational Retirement
Schemes Ordinance for employees employed under the Hong Kong
Employment Ordinance. The MPF scheme is a defined contribution
retirement scheme administered by independent trustees. Under the
MPF scheme, the employers and its employees are each required
to make contributions to the MPF scheme at 5% of the employees’
relevant income, subject to a cap of a monthly relevant income of
$20,000. Contributions to the scheme vest immediately. Under the
SPF scheme, the Group is required to make contributions based
on a certain percentage of the relevant employees’ salaries which
is dependent on their length of service with the Group. Forfeited
contributions to the SPF scheme are used to reduce the Group’s
future contributions.

As stipulated by the labour regulations of the PRC, certain
subsidiaries of the Group participate in various defined contribution
retirement plans authorized by municipal and provincial governments
for its staff. These subsidiaries are required to contribute at a rate
of 10% to 22% (31 December 2010: 10% to 22%) of the salaries,
bonuses and certain allowances of their staff to the retirement
plans. A member of the plans is entitled to a pension equal to a
fixed proportion of the salary prevailing at his or her retirement
date.

The Group has no other material obligations for the payment of its
staff’s retirement and other post-employment benefits other than
the contributions described above.

(c) RBEMIEME (&)
vii) BIR 7 B BT 1B Z IR 67

BEROREEEMFEZRNEEX
MHzRE WRENFEIZ) (N E
ATBGR BREERMDERETHRE
BB A BEEAEANIGEER A -

(ix) E1L1#E

EFHEBRREINEANFHRE
FRBERANTFHRESSHER
AIMEBEEMBEZAREEER U
S MBRETMER LM RETE
MOBEREBMERZAEBERS-

39 EERIKER

REFEERTERAE S IEIERRNIERE
BREREGAEANET AEEZ28T —I8
mHlEAEEAE ([mERrEl))  RRE
BERAFTEEAIRE —BREAERE
(IRfEEtE])  HRETERBBE Y
EREATE BRI EHBORIRGE - RIZRL
AT e BREILEREEIHALER ZM
B AS% R E W 5T &) - AR 2 WA LR
#£20,0007T ° R BRI AGHEl - A S
A AEEARAHERH AN AEE
RAEFHIME 2B D HAFEHRK - RTRE 2R
HHRBERAEE AR R

BEPEE TR AEBEETHBAR AR
EELNTHEMREABRFEENOTRERE
AIERFCGRIRETE - BB AR AKEES
RIS B4 M LEFBE10%E22% (ZF
—EF+ZA=1+—H8:10%%E22% ) 4
AL RRETEI - 2B B B A LLERAE
Eﬁé{{ﬁi&%z&%%ﬁ?ﬁa@ﬂEtmﬂ@%&ﬁi

REBBREL Ll B 5] RN BAXR
BRARSREMEMBBRRNE-—FEE-
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Notes to the Consolidated Financial Statements (Continued)

e IR MR (2

(Expressed in Hong Kong dollars)

(LB BZYR)
40 EQUITY COMPENSATION BENEFITS 40 RAHERF
(a) Share Option Scheme (a) RBFESTE
The Group has two share option schemes. Under the Old K%@Tﬁﬁﬁﬁﬁiﬂﬂx%ﬁgﬂ RIEEST
Scheme, the directors of the Company were authorized, at B ARRESHAENBEREASEES
their discretion, to invite employees of the Group, including (BEAEBEAEMHAF E’Jé%)&fﬁ—f
directors of any company in the Group, to take up options to REBARAROBRE- T _TTTF
subscribe for shares of the Company. Options granted between AAZHHNBREZST_F+-A=+—
24 May 2000 and 31 December 2002 were granted under AMEEMRREGZIREFTEI RN Z
the Old Scheme and in accordance with the requirements of EE-FNA—ARBENN ETIRGIE
Chapter 17 of the Listing Rules which came under effect on 1 TEEMBEEMRD -
September 2001.
A new share option scheme which is in line with the prevailing FRBREFERBRER T =F—A
requirements of Chapter 17 of the Listing Rules was adopted t BRAEMRKN EMEAS +EENRE
on 7 January 2003. i o
All of the share options are settled in equity. FT A RAR R AR 1+ -
(i)  Movements in share options (i) BRELEE
2011 2010
—BE-—F —ZET-ZF
Number Number
ZH E gz
At 1 January ®n—HA—H 13,752,000 14,952,000
Granted BEERH 350,000 350,000
Exercised (note 37) BATEE (H75£37) (1,660,000)  (1,550,000)
At 31 December R+ZA=+—H 12,442,000 13,752,000
Options vested at 31 December M+ ZA=+—HEFBHORKE 12,442,000 13,752,000
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

40 BAEHERF (&)

(a) RIRHEE (4#7)

40 EQUITY COMPENSATION BENEFITS (continued)

(a) Share Option Scheme (Continued)

(ii) Terms of unexpired and unexercised share options at (i) R &K [ K JE i R R AT Y
the end of the reporting period BREZ FH
2011 2010
Exercise Exercise —ZET——F —E-ZTF
Date granted period price Number Number
= A T1EER T1EE E4= #H
8
T
12/09/2002- 12/09/2002- 3.225 700,000 1,100,000
23/09/2002 22/09/2012
2/11/2005 23/11/2005- 2.875 9,017,000 10,277,000
27/11/2015
29/12/2006 29/12/2006- 9.800 175,000 175,000
28/12/2016
26/02/2007 26/02/2007- 9.490 800,000 800,000
25/02/2017
29/06/2007 29/06/2007- 14.220 175,000 175,000
28/06/2017
31/12/2007 31/12/2007- 21.400 175,000 175,000
30/12/2017
30/06/2008 30/06/2008- 19.316 175,000 175,000
29/06/2018
31/12/2008 31/12/2008- 11.920 175,000 175,000
30/12/2018
31/12/2009 31/12/2009- 25.100 350,000 350,000
30/12/2019
30/06/2010 30/06/2010- 25.910 175,000 175,000
29/06/2020
31/12/2010 31/12/2010- 24.180 175,000 175,000
30/12/2020
30/06/2011 30/06/2011- 17.580 175,000 -
29/06/2021
30/12/2011 30/12/2011- 14.728 175,000 -
29/12/2021
12,442,000 13,752,000

PEAFRBRIZERERAF
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)
(BB SR )

40 EQUITY COMPENSATION BENEFITS (continued) 40 RAHERF (&)

(a) Share Option Scheme (Continued) (a) RIRFESTE (&)
(iii) Details of share options granted during the year. The (i) FAREHBRIERETFENE < BIFELT 5
options were granted for $1 in consideration. HUREITRLE
2011 2010
Exercise —E——F —E—ZF
Exercise period price Number Number
1TIEHR T1EE 2B #H
$
JT
30/06/2010-29/06/2020 25.910 - 175,000
31/12/2010-30/12/2020 24.180 - 175,000
30/06/2011-29/06/2021 17.580 175,000 -
30/12/2011-29/12/2021 14.728 175,000 -
350,000 350,000
(iv) Details of share options exercised during the year (iv) ERITERZREFIE

Market value
per share at

Exercise exercise date Proceeds
Exercise date price egcds received Number
TEH THEE BRmE FBRIE E2 =]

s s $'000

T T Fr

2011

03/01/2011 2.875 24.90 574 200,000
28/03/2011 2.875 22.60 288 100,000
20/04/2011 2.875 21.85 288 100,000
04/05/2011 2.875 20.65 288 100,000
27/05/2011 3.225 18.70 1,290 400,000
30/05/2011 2.875 19.00 460 160,000
10/06/2011 2.875 17.68 288 100,000
10/08/2011 2.875 15.98 1,437 500,000
4,913 1,660,000
2010 3,265 1,550,000
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)

(LOB#STR)

40 EQUITY COMPENSATION BENEFITS (continued)

(a) Share Option Scheme (Continued)

v)

Fair value of share options and assumptions

HKFRS 2 requires that, when the Group grants employees
options to acquire shares of the Company, the Group
recognizes the fair value of the options granted as an
expense in the consolidated income statement with a
corresponding increase in the employee share-based
compensation reserve within equity.

The fair value of services received in return for share options
granted are measured by reference to the fair value of
share options granted. The estimate of the fair value of the
share options granted is measured based on the Black-
Scholes pricing model. The contractual life of the option
is used as an input into this model.

40 BRAFHERER 2
(a) RARIEE (2)
(v) RBREHLLEERER
HEKER|E

&%%Hﬁﬁ =R Zﬁ'ﬁfﬁ %‘
AEERRERERLREE NEEE
BEHZRENRAALBENGESER
KABRES H  TERREZAL
LARR (7 B 7N 2 I B Wi (8 7\ {E B FE 1S

e
EERBUAERBBRENAAEE
BRERORARENRABESE-K

H R RE 2 (5t A 7 (BB Black—
ScholesR R EEEBER - R ER
AEHFHREHAZER -

Fair value of share options and assumptions: RRENAABENMRE:
Date of grant
®HA
30 June 2011 30 December 2011
—E2-—F —E2——F
~B=1+H +=—A=+H
Fair value at RErE2A K
measurement date ($) AREME () 7.368792 6.638611
Share price ($) MfE (7T) 17.580 14.400
Exercise price ($) T1EE (JT) 17.580 14.728
Expected volatility (note i) TEEDR B & (7)) 33.969% 41.273%
Option life (Year) RAEFE (F) 10 10
Expected dividends (note ii) TREANR B (#tii) 0.77% 0.77%
Risk-free interest rate (note iij) & FI = (7#iii) 2.271% 1.465%
Date of grant
wiA
30 June 2010 31 December 2010
—E-TF —E-TF
~NAZ=+H +=—A=+—H
Fair value at REFE2A K
measurement date ($) AREE () 13.52584 10.96776
Share price ($) B () 25.550 23.900
Exercise price ($) 1TfEE (JT) 25.910 24.180
Expected volatility (note ) TEER B R (7F7) 46.823% 37.016%
Option life (Year) RIRESFH (F) 10 10
Expected dividends (note i) AR (atil) 0.77% 0.77%
Risk-free interest rate (note iii) Bk & (aZiii) 2.286% 2.856%
Notes: it
(i)  The expected volatility is based on the historical volatility of the () FEFHEBESRERLE BT —FRE
share price one year immediately preceding the grant date. B R 1 o

(i)  Expected dividends are based on historical dividends since the
listing of the Company.

(iii)  Risk-free interest rate is based on the yield of the 10-year Hong
Kong Exchange Fund Note.

(i) FEHRELARF EHARBENR
Be

(i) mERMNEZZE+FHREIELDR
BRESE-

PEAFRBIZERERAF
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Notes to the Consolidated Financial Statements (Continued)

e ISR MR (a

(Expressed in Hong Kong dollars)
(BB SR )

40 EQUITY COMPENSATION BENEFITS (continuea)
(a) Share Option Scheme (Continued)

(v) Fair value of share options and assumptions
(Continued)

Share options were granted under a service condition.
This condition has not been taken into account in the fair
value measurement of the services received on the grant
date. There were no market conditions associated with
the share option grants.

(b) Share Award Scheme

The purpose of the Share Award Scheme is to recognize and
reward certain employees (including without limitation an
employee who is also a director) of the Group and TPG and
its subsidiaries for their contributions to the Group and to
give long-term incentives for retaining them for the continued
operations and development of the Group.

The Share Award Scheme of the Company was adopted by
the Board on 10 September 2007. A summary of the principal
terms of the Share Award Scheme is set out in the Share Award
Scheme Section of the Report of the Directors.

(i) Movements in the number of awarded shares and
their related average fair value were as follows:

40 BAEHERF (&)

(a)

(b)

RRESHE ()
(v) BEREXLLEERER (7)

R T AN B RIS IRIT 1%
A RBAGTERE T AESFREH
RNILEME - WEM IS G ER TR
AR -

R 10 2% B =t 3

B REAEEESERKRBEAEER
TEAFEEREMBARNES (B
FREFNEE) BAKREFL B/ LR
HERHBECMEERANEBNFE
BERERE N

E=ZgR_ZETLFAATHARKAR
ETE’UHxT’ﬁé%@Jﬁ%J Befn SR ET B E B
R ERNESGWES [0 EZRE
2 BRETHAX -

() #RRGHEZERAEERHFHGIL
TEEMT :

2011 2010

—E——-F Z—ZT-FF

Number Number

4= EgE

At 1 January mn—A—H 3,465,800 3,304,000

Awarded (note a) B8 (ita) - 670,300

Vested (note b) B%8B (iZb) (2,847,600) (317,000)

Revoked (note ¢) EBUH (itc) (14,200) (191,500)

At 31 December (note d) R+=ZA=+—H (id) 604,000 3,465,800
Notes: 7

(a) Included in the total number of awarded shares, no shares are
purchased from the market during the year ended 31 December
2011 (31 December 2010: nil).

(b) The amount represents awarded shares vested during the year.

(c) The amount represents awarded shares lapsed automatically,
according to the conditions under the Employees’ Share Award
Scheme.

(d) At the end of the year, the average fair value per share is $25.38
(31 December 2010: $22.43). The average fair value of the
awarded shares is based on the closing price at the date of
award and any directly attributable incremental costs.

Apart from the awarded shares, as at 31 December 2011,
951,400 shares (31 December 2010: 937,200 shares) are
deemed as unallocated shares which are held under Share
Award Scheme and are available for future award and/or
disposal pursuant to the rules of Share Award Scheme.
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Notes to the Consolidated Financial Statements (Continued)
e MR (2

(Expressed in Hong Kong dollars)
(BB SR )

40 EQUITY COMPENSATION BENEFITS (continued)

(b) Share Award Scheme (Continued)

40 RAFHERF (#)
(b) BRMpEERGTE (&)
(i) BEWEZERGFERZWT -

(ii) Details of the awarded shares vested are as follows:

Year ended Year ended
31 December 2011 31 December 2010
BE-Z——-F BE-ZT-%F%
+TZA=+-HLEE TZAZT-HLEFE

Cost of related
awarded shares

Cost of related
awarded shares

(including (including
acquisition acquisition
Average transaction costs) transaction costs)
fair value Number of awarded HEER  Number of awarded 10 85%
per share shares vested R A AR shares vested e pk AR
Date of award BRTY BENER (BEBA BB RE (BIEEA
RERH AREE R &E XZER) Bt & B R588)
$ $°000 $'000
T Fr FT
14/09/2007 19.50 - - 237,000 4,332
18/09/2007 19.84 - - 21,000 439
16/11/2007 22.00 - - 59,000 1,106
31/12/2007 21.60 2,241,000 46,332 - -
20/05/2008 22.40 561,000 10,333 - -
16/06/2008 19.24 9,000 199 - -
22/02/2010 24.45 36,600 669 - -
2,847,600 57,533 317,000 5,876
(iii) The remaining vesting periods of the awarded shares (iii) ZZRBAIER T EEBRILT -
outstanding are as follows:
At 31 December 2011 At 31 December 2010
Number of awarded shares Number of awarded shares
Remaining R=Z——%  Remaining MN-E—ZTF
vesting period t=A=+—H vesting period T-A=1+—H
ER T 55 & RERMEE HTEBD BRRGHEE
Vested -  Vested 2,811,000
2 25 2 5 &
1 year 604,000 2 years 654,800
15 2%
604,000 3,465,800
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Notes to the Consolidated Financial Statements (Continued)

e ISR ERMEE (£

(Expressed in Hong Kong dollars)
(BB SR )

41 MATURITY PROFILE

The following table details the Group’s contractual maturity for

some of its financial assets and financial liabilities.

FEBR

TREJAEBEETeMEEREREED

BRBIMBRFS-

(@) The Group (@ &~&E
1 year
or less 5 years
but over or less
Repayable 3 months 3 months but over
on demand orless —FHUT 1 year After
BE =f8A BEB HEFIUT 5 years Undated Total
EXEEE HUT =@ (BRE-%F IE# AEHR ok
$°000 $°000 $'000 $'000 $°000 $°000 $°000
Fr Fr Fr FI FI Fr Fr
At 31 December 2011 RZE--%
+=B=+-AH
Assets BE
Deposits at banks and RITREME B

other financial institutions ~ ##&77 3%

(including statutory deposits) (BT F ) 6,721,530 2,094,718 716,335 18,791,139 246,700 - 28,570,422
Pledged deposits at bank BB FRITHER - 187,677 - - - - 187,677
Certificates of deposit FRE

(under held-to-maturity) (BEZRIHAE) - 77,722 - - - - 77,722
Certificates of deposit FaE

(under available-for-sale) (T HE) - - - 4,951 7,822 - 12,773
Debt securities BHES

(under held-to-maturity) (FEEYER) - 133,215 63,673 4,050,630 79,150,576 - 83,398,094
Debt securities BBES

(under available-for-sale) (AHLE) 16,106,354 201,519 85,278 2,644,170 2,512,891 283,276 21,833,488
Debt securities BHES

(under held-for-trading) (BEERSRE) - - 1,153 76,792 1,382 18,107 97,434
Debt securities BHES

(under loans and (BEFRIEWFE)

receivables) - - 60,484 3,219,902 7,530,313 - 10,810,699
Securities purchased BAREHES

under resale agreements 3,084 116,195 - - - - 119,279
Loans and advances ERRBFT - - 1,548,858 - - - 1,548,858

22,830,968 2,811,046 2,475,781 28,787,584 89,449,684 301,383 146,656,446
Liabilities af
Interest-bearing notes ENERE - - - 3,208,009 7,832,725 - 11,040,734
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e MR (2

(Expressed in Hong Kong dollars)

(L EBZYR)
41 MATURITY PROFILE (continued) 41 FEER ()
(a) The Group (Continued) (a) ~&H (&)
1 year
or less 5 years
but over or less
Repayable 3 months 3 months but over
on demand orless  —FHLT 1 year After
BE =fER BBE HERUT 5 years Undated Total
ERHEE FUT iR BBE-F 5%k REHR B
8000 $000 $'000 $'000 $'000 $000 8000
F 7T 7T FT FT Fr F
At 31 December 2010 RZE-ZF
+-ZA=1-H
Assets BE
Deposits at banks and RITREME B
other financial institutions ~ ##773%
(including statutory (BEEERHR)
deposits) 4,921,766 2,438,544 3,439,834 7,960,685 470,072 - 19,230,901
Money market funds EEmEES 396 - - - - - 396
Pledged deposits at bank ~ BHEEFRITHER - 160,613 - - - - 160,613
Certificates of deposit FRE
(under held-to-maturity) (BBEZIHER) - 38,850 10,000 77,700 - - 126,550
Certificates of deposit BRE
(under available-for-sale) (T EE) - - - - 8,054 - 8,054
Debt securities ERES
(under held-to-maturity)  (BAZFIEE) 72,243 62,613 756,749 4,046,540 57,699,810 - 62,637,955
Debt securities EBES
(under available-for-sale) (AT E) 14,544,512 - 276,284 1774540 2,302,140 317,382 19,214,858
Debt securities EBES
(under held-for-trading) (BEERSRRE) 50,700 - - 142,620 110,274 51,430 355,024
Debt securities EBES
(under loans and (B R ERE)
receivables) - - - - 4,109,604 - 4,109,604
Loans and advances ERRBR - - 1,057,445 - - - 1,057,445
19,589,617 2,700,620 5,540,312 14,002,085 64,699,954 368,812 106,901,400
Liabilities =L
Interest-bearing notes ENEEE - - - 3121235 7,109,839 - 10,231,074
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Notes to the Consolidated Financial Statements (Continueq)
e MR (2

(Expressed in Hong Kong dollars)

(L EBZYR)
41 MATURITY PROFILE (continued) 41 FEER ()
(b) The Company (b) &~AF
1 year
or less 5 years
but over or less
Repayable 3 months 3 months but over
on demand orless —EFHUT 1 year After
BEZXR =f8R BEB HEFIUT 5 years Undated Total
BEE HUT =@ (BRE-%F IE# AEHR Fok ]
$°000 $°000 $'000 $'000 $°000 $°000 $°000
Fr Fr F F F Fr Fr
At 31 December 2011 R=ZB--%
+ZA=1-H
Assets BE
Deposits at banks RITREM
and other financial HEBEER
institutions - 627,920 - - - - 627,920
Debt securities BRES - - - 26,519 228,648 - 255,167
Amounts due from EHEER
group companies ARFIE 3,744,348 - - - = - 3,744,348
3,744,348 627,920 - 26,519 228,648 - 4,627,435
At 31 December 2010 RZE-T%
+ZR=+-H
Assets BE
Deposits at banks RITREM
and other financial HBREER
institutions 53,783 35,494 - - - - 89,277
Debt securities EBES - - - 71,807 265,876 - 337,683
Amounts due from EHEER
group companies ARIFIA 3,910,740 - - - - - 3,910,740
3,964,523 35,494 - 71,807 265,876 - 4,337,700
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e ISR MR (a

(Expressed in Hong Kong dollars)

(LOB#STR)

42 FAIR VALUES OF FINANCIAL INSTRUMENTS

(a) Fair value

(b)

All financial instruments are stated at fair value or carried at
amounts not materially different from their fair values as of

31 December 2010 and 2011,

except for held-to-maturity

investments as set out in note 19(a)(i) and interest-bearing
notes as set out in note 32.

Estimation of fair values

The fair value of financial assets and financial liabilities are
determined as follows:

The fair value of financial assets and financial liabilities
with standard terms and conditions and traded on active
liquid markets are determined with reference to recent
transaction price or quoted market bid prices and ask
prices respectively;

The fair value of other financial assets and financial
liabilities (excluding derivative instruments) are determined
in accordance with generally accepted pricing models
based on discounted cash flow analysis or using prices
or rates from observable current market transactions as
input; and

The fair value of unlisted investment funds and unlisted debt
securities included in financial assets at fair value through
profit or loss and available-for-sale investments were
established by reference to the prices quoted by respective
fund administrators or by using valuations techniques
including the use of recent arm’s length transactions.

43 COMMITMENTS

(@)

Capital commitments outstanding to property and equipment
and investments outstanding as of 31 December 2011 were

42 EMITENAREE

(a)

(b)
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43 &I

(@)

WZZT—-——F+-A=+—HEMME
RERBRENEAEAZELT:

as follows:

2011 2010
—EBE-—F —T-ZTF
$°000 $°000
Fr Fir

Contracted for but not provided EEIEKERNFYS
— property and equipment S E N8 269,388 97,206
- investment properties —REYHE 730,498 -
— investments in associates —BtE N ERE 6,746 6,756
1,006,632 108,962
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43 COMMITMENTS (continued)

(b) As of 31 December 2011, the total future minimum lease
payments under non-cancellable operating leases are payable

43 FEIE (&)

) R=ZZT——F+_A=+—8 REFT
BEHRONSEHEERRENNREEE

as follows: FREEIT
2011 2010
—E——F ZZET—ZF
$°000 $°000
Fr Fir
Within 1 year —F A 298,008 269,906
After 1 year but within 5 years —FRERFA 329,093 304,684
After 5 years AFI% 14,631 6,405
641,732 580,995

The Group leases a number of properties under operating
leases. The leases typically run for an initial period of 1 to 6
years, with an option to renew the leases when all terms are
renegotiated. Lease payments are usually reviewed annually to
reflect market rentals. None of the leases includes contingent
rentals.

AEBAKERERABOWE - FLi
SRV R/E—EXRF UAEEER
FMARESR  EEMERFGAIENR
E-MEMTBEEEFR  URBRH
e -ZEHEEHTEEXAEE-

44 POLICYHOLDER ACCOUNT ASSETS IN M4 BEREEFEMZRESFAARP
RESPECT OF UNIT-LINKED PRODUCTS BE
The Group
AEE
31 December 31 December
2011 2010
—E2——F —E-FF
+=ZA=+—8B +ZHA=+—H
$°000 $°000
For For
Investments in held-for-trading securities FHERX Z AR ZEFHFLE
- Debt securities —EBES 235,020 105,034
- Equity securities —RAE S 562,268 1,121,446
— Investment funds —KREES 1,517,125 2,108,539
Money market fund EEmiEEe 16,128 62,771
Cash and cash equivalents HekRaeZED 1,360,225 1,196,599
Other debtors H b FE U BR 5R 31,321 154,002
Securities purchased under BARERS
resale agreements 7,030 160,882
3,729,117 4,909,273

The above assets are held for policyholders of unit-linked products.
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45 CONTINGENT LIABILITIES

The Group had received a query issued by the Inland Revenue
Department of Hong Kong in relation to the taxability of certain
investment income from its offshore investments for the years
of assessment from 1999 to 2010 with potential tax exposure of
approximately $53,000,000. Based on the latest developments,
the remaining tax exposure has been fully provided for during the
Year.

Save as herein disclosed and other than those incurred in the
normal course of the Group’s insurance businesses, there was no
outstanding litigation nor any other contingent liabilities as of 31
December 2011.

46 MATERIAL RELATED PARTY TRANSACTIONS

The following is a summary of significant transactions entered into
between the Group and its related parties during the year:

45 SHREE

AEBRINEBHEBNER & 5[5 B
ERBWRAR—NANNFE_ZT—ZTFFH
FEANERBEEET BERBETLHA
53,000,0007C - RIBHFTHFREERE  FAL
MARTHEBERGETEEGTIRER-

B LR R AR E A RS T E
AR RSN RE——F T A=t—H
A B LA AE (I FOR BT A SR R A Sh PR B 1 -

46 ERBEALTRS

UTRAEBEEBEATRFARETNEX
RHME

For the year ended
31 December

BEtZA=T-BLEFE

2011 2010
—E——F —E-FF
Note $’000 $’000
it Fr Fr
Recurring transactions BEXS
Business ceded by BiEANR D HRERS
related companies: (i)
— Gross premiums written —EFERRE 71,161 58,807
— Commission —fAexd
expenses paid 19,161 14,453
Back office service BEEREERBKE (i) 214,360 133,973
Internal audit service NEBE T RSB (iif) 48,797 33,049
Investment management fee and % EEEE KER & U A
redemption income (iv) 1,826 1,688
Training fee paid SRRk v) 9,639 12,308
Notes: 7

(i)  Certain fellow subsidiaries of the Group ceded business to and received
commission from a subsidiary of the Company.

(ii) A fellow subsidiary of the Group provides back office services to the Group
and receives service fee from the Group.

(iii)  The ultimate holding company of the Company provides internal audit
services to the Group and receives service fee from the Group.

(iv) A subsidiary of the Company provided investment consultancy services to
and received investment management fees and redemption income from
certain fellow subsidiaries of the Group.

(v)  The company and certain subsidiaries of the Group have entered into
agreements with TPG in respect of the provision of training services by
TPG and its subsidiaries to the Group.

() AEBEETRARMBARAARR—HHEAF
N EBRAEWERAE -

(i) AEE—-—HRARMBARRAEEIREREZE
PR 7 K ) 7 2 B UCER AR 765 % o

(i) ARBZREERDRAAEBREANBESR
BREAAEBRRREE -

(iv) ARFB—FHBRBTMAEEETRERENEAF
RUEREBRBRYE TAENBKREEREERE
Bk PN

(v)  ARE K& THE AR 8K & E 5B K
FEBE K E B A R A A B R E RS ET 3L

S
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2011 F 3R




Notes to the Consolidated Financial Statements (Continued)

e ISR M EE (&

(Expressed in Hong Kong dollars)
(BB SR )

46 MATERIAL RELATED PARTY TRANSACTIONS
(Continueqd)

Apart from the above, the Group has entered into the following
non-recurring transactions with related parties:

(a)

On 28 December 2011, TPL, TPI and the Company entered into
a supplemental agreement (“TPAM supplemental agreement”)
and TPA(HK) and Ageas entered into a supplemental agreement
(“Ageas Supplemental Agreement”) to amend the terms of
the share transfer agreement for the Company to purchase
in aggregate a 60% equity interest in TPAM (“TPAM Share
Transfer Agreement”), as mentioned in (d)(i) below, and the
terms of the share transfer agreement for TPA(HK) to sell a
12% equity interest in TPAM (“TPAM Ageas Agreement”), as
mentioned in (d)(ii) below, respectively. Upon the execution of
the supplemental agreements mentioned above, the TPAM share
transfer agreement (as amended by the TPAM Supplemental
Agreement) and the TPAM Ageas Agreement (as amended by
the Ageas Supplemental Agreement) became unconditional and
the transaction was considered as complete on the same date.
The details of the transaction were set out in the announcement
of the Company dated 28 December 2011.

On 27 July 2011, relevant approvals for the respective
contributions of RMB214,163,335 and RMB285,836,665
by TPG and the Company to the registered capital of TPI
have been obtained. Accordingly, the capital increase of TPI
from RMB1,570,000,000 to RMB2,070,000,000 has been
completed. The shareholding interest of TPI held by the Group
has increased from 50.05% to 51.77%. The details of the
transaction were set out in the announcement of the Company
dated 27 July 2011.

On 29 April 2011, CTPI (HK), a subsidiary of the Company,
and China Insurance Group Investment Company Limited
(“CIGICL”) (an indirect wholly-owned subsidiary of TPG) entered
into an agreement to terminate the share transfer agreement
in relation to the acquisition of equity interest in the J&Il4g
HA#E AR AR (Futian Gas Turbine Power Company
Limited) as mentloned in (e), due to the conditions precedent
to share transfer agreement have not been met. The details
of the transaction were set out in the announcement of the
Company dated 29 April 2011.

China Taiping Insurance Holdings Company Limited
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46 MATERIAL RELATED PARTY TRANSACTIONS
(Continueqd)

(d) On 31 December 2010, the Group has entered into the following

agreements to re-align the ownership structure of TPAM and
TPP:

(i) TPL, TPI and the Company entered into a share transfer
agreement pursuant to which TPL and TPI agreed to sell
and the Company agreed to purchase in aggregate a 60%
equity interest in TPAM for an aggregate consideration of
RMB222,684,000.

(i) TPA (HK) and Ageas entered into a share transfer agreement
pursuant to which TPA (HK) agreed to sell and Ageas
agreed to purchase a 12% equity interest in TPAM for a
consideration of RMB44,536,800.

(i) TPL, TPA (HK), TPI, Ageas and the Company entered
into a share transfer agreement pursuant to which TPL,
TPA (HK), TPl and Ageas agreed to sell and the Company
agreed to purchase in aggregate a 96% equity interest in
TPP for an aggregate consideration of RMB609,135,744
(“TPP Acquisition”). The transaction was completed in
September 2011.

In addition, TPG, TPP and the Company entered into a capital
contribution agreement pursuant to which TPG and the
Company agreed to increase the capital of TPP in an aggregate
amount of RMB450,000,000 and to contribute such capital
in cash in proportion to their respective shareholdings in TPP
upon the completion of TPP Acquisition. On 31 December
2010, the Group has deposited RMB432,000,000 being the
capital contribution shared by the Group, into an escrow bank
account and the amount has been paid to TPP in current
year. The details of the transactions above were set out in the
announcement of the Company dated 31 December 2010.

On 10 December 2010, CTPI (HK) entered into a share transfer
agreement with China Insurance Group Investment Company
Limited (“CIGICL”) (an indirect wholly-owned subsidiary of
TPG), pursuant to which CIGICL agreed to sell and CTPI(HK)
agreed to purchase a 30% equity interest in the & Y| & B A1
E 114 R A& (Futian Gas Turbine Power Company Limited) for
an aggregate consideration of RMB216,000,000. The details
of the transaction were set out in the announcement of the
Company dated 10 December 2010.
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46 MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

(f)

On 25 June 2010, ICBC (Asia), one of the shareholders of
TPI, has decided not to participate in the capital contribution
into TPI. TPG, ICBC (Asia) and the Company entered into a
conditional agreement (the “Agreement”), pursuant to which
TPG and the Company conditionally agreed to grant the right
to ICBC (Asia), to purchase, within six months from the date of
the Agreement or such later date as may be extended by the
parties to the Agreement, an equity interest of approximately
1.29% and 1.72% in TPI as enlarged by the Capital Contribution
and the Additional Capital Contribution from TPG and the
Company, respectively, at the consideration of RMB 26,663,335
and RMB35,586,665, respectively. The right will be exercisable
at the discretion of ICBC (Asia) and if exercised, must be
exercised in full. The details of the transaction were set out in
the announcement of the Company dated 25 June 2010. ICBC
(Asia) did not exercise the right within the period as stipulated
in the agreement.

On 18 June 2010, TPI, TPG, TPL and Ming An China entered
into a supplemental agreement (the “First Supplemental
Agreement”) to the Joint Bidding Agreement dated 20 March
2008 and Supplemental Agreement dated 5 November 2008,
pursuant to which all the rights and interest of Ming An China in a
piece of land in Shenzhen and the development of a commercial
office building (representing 15% of the total investment) under
the Joint Bidding Agreement as amended by the Supplemental
Agreement shall be transferred to TPL at a consideration of
approximately RMB94,740,000. The details of the transaction
were set out in the announcement of the Company dated 18
June 2010.

The Group operates in an economic environment predominated by
enterprises controlled, jointly controlled or significantly influenced
by the PRC government through its numerous authorities, affiliates
or other organizations (collectively “State-Owned Entities”). During
the year, the Group had transactions with State-Owned Entities
including but not limited to the sales of insurance policies and
banking related services. These transactions are conducted in the
ordinary course of the Group’s insurance business on terms similar
to those that would have been entered into with non-state-owned
entities. The Group has also established its pricing strategy and
approval processes for its major insurance products. Such pricing
strategy and approval processes do not depend on whether the
customers are State-Owned Entities or not. Having due regard to
the substance of the relationships, the directors believe that none
of these transactions are related party transactions that require
separate disclosure.

The Group considers that the key management personnel of the
Group include the directors of the Company only. Their remuneration
is disclosed in note 9 to the consolidated financial statements.
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47 ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements under HKFRSs requires
management to make significant estimates and assumptions that
affect the reported amounts of assets, liabilities, revenues and
expenses as well as the related disclosures. Changes in assumptions
may have a significant impact on the financial statements in the
periods where the assumptions are changed. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:

(a)

Impairment of goodwill and intangible asset

The Group assesses annually if the goodwill and intangible asset
associated with the acquisition of subsidiaries and associates
have suffered any impairment losses in accordance with the
accounting policy stated in note 1(0). The recoverable amount of
the goodwill and intangible asset is determined using discounted
cash flows which require the use of estimated revenue from
business operations, investment returns and an appropriate
discount rate.

Held-to-maturity investments

The Group classifies non-derivative financial assets with fixed
or determinable payments and fixed maturity and where the
Group has a positive intention and ability to hold the assets
to maturity as held-to-maturity investments. In making this
judgement, the Group evaluates its intention and ability to hold
such investments until maturity.

If the Group fails to hold these investments to maturity other
than for certain specific circumstances, the Group would have to
reclassify the entire portfolio of held-to-maturity investments as
available-for-sale investments, as such portfolio of investments
would be deemed to have been tainted. This would result in
the held-to-maturity investments being measured at fair value
instead of at amortized cost.

Impairment of available-for-sale financial assets

The Group follows the guidance of HKAS 39 when determining
whether there has been a significant or prolonged decline in
the fair value of an investment in available-for-sale financial
assets below its cost. This determination requires significant
judgement. In making this judgement, the Group evaluates,
among other factors, the duration and extent to which the fair
value of an investment is less than its cost.

7 SEHEE R R

RIBE B WS ERIR B B MRS B2
BAEHEZ M MRKR  BmE 2273
ZEE BE WARRX UEHEBREZ
T PR S RRR 2 S B S
BRERERFZE - SIR T EAVRFENZE
ENBEZRAEREARBIER R ZM
st R BRERmAIT

(a) BEREFEERE

A 42 5 F R AR T B (O)FF i 2 5 IR
e L b TNk L E
BERETAERE ST ENE BB
T T4 2 2 AR % %8 7 08 P E T
ReREEE CARRSREERAML
BEBEHPA  REBRLEE 2 TR
HEITEH -

(b) HEE

AEBBBEBEEXATHEEN RS RERE
EHR M A S B X B RES R R
BHEZNMAFTETATCREE 28R
FEEZRMEZE - EH L H B B - A5
%%fﬁﬁ?%*ﬁﬁx%?ﬁﬁﬁééﬂﬂﬁz,%ﬁ
&3

BRAES THEBRL TN HAEERER
EREREZIH AEBHLALTH
EAMREZREKREES EHOER
AREERE AZREAGCHEARR
TR GEREUREAEINHMREROAE
BN FF IR B SH A AN G &

HHRE

(c) IHHESRMEERE

AEERNREAHREESREEZAR
BEEARNBARA THREEMNEKR
B RRE S G LR EI05 2 1551
HORTE o HRE T B E AR HE - REH
LB NEBR G (BREMBRER)
?%ﬁZ’AﬁETEQ\E@EﬁJZHSZi,HH&E

FREIARFRBRIZERBRA A
2011 £




Notes to the Consolidated Financial Statements (Continued)

e ISR MR (2

(Expressed in Hong Kong dollars)
(BB SR )

47 ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continueqd)

(d) Determination of insurance liabilities

(f)

The Group’s insurance liabilities are mainly comprised of
unearned premium provisions, provision for outstanding claims
and life insurance contract liabilities and estimates for premiums
and claims data not received from ceding companies at the
date of the consolidated financial statements. The Group
determines these estimates on the basis of historical information,
actuarial analyzes, financing modeling and other analytical
techniques. The directors continually review the estimates and
make adjustments as necessary, but actual results could differ
significantly from what is envisioned when these estimates are
made.

Deferred tax liabilities

As at 31 December 2011, a deferred tax liability of $1,071
million (as at 31 December 2010: $1,010 million) has been
recognized in the Group’s consolidated statement of financial
position, as a result of the increase in profit for prior years due
to the change in accounting policies on insurance contracts
of one of its subsidiary in the PRC. The PRC tax rules and
regulations up to the date of the report are not clear enough
to support no provision of tax liability is required for the profits
related to the current and previous years. In view of its nature,
it is of the opinion of the directors that such a provision should
be presented as a deferred tax liability as set out in note 31.
In cases there are further developments in the tax rules and
regulations, a material reversal of deferred tax liability may arise,
which would be recognized in profit or loss for the period in
which such a reversal takes place.

Fair value of investment properties

The fair value of investment properties were determined based
on valuations conducted by independent firms of professional
valuers using generally accepted property valuation techniques
which involve certain assumptions. Favourable or unfavourable
change to these assumption would result in changes in the fair
value of the Group’s investment properties and corresponding
adjustment to the amount of gain or loss reported in profit or
loss.

48 PARENT AND ULTIMATE HOLDING COMPANIES

The immediate holding company and the ultimate holding company
as of 31 December 2011 is China Taiping Insurance Group (HK)
Company Limited (incorporated in Hong Kong) and China Taiping
Insurance Group Co. (established in the PRC), respectively. China
Taiping Insurance Group Co. is ultimately controlled by the State
Council of the PRC.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

49 POSSIBLE IMPACT OF AMENDMENTS, NEW
HKFRSs ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2011

49 EHEBE_ZT——F+_A=1—H
1 52 A BB AR 1B 8 R A BB IEET 3T
il BRMBHREERFAUEREENS

Up to the date of issue of these financial statements, the HKICPA has EWEMERREMABRR  BEAMAE
issued the following new and revised Standards and Amendments AT AT RS TR (BT k2 - B
which are not yet effective for the year ended 31 December 2011 WEFREEFTERKZRERBEE S ——
and which have not been adopted in these financial statements. FH+ZA=+—RALEFEHARER  BbirE
RIERANEEUB]RE -

HKFRS 7 (Amendments)
EEMBMEEBIETR (BET)

Disclosures — Transfers of Financial Assets’

BE-cREENER

Disclosures — Offsetting Financial Assets and Financial Liabilities?

BE-cREERSRARBZHE

Mandatory Effective Date of HKFRS 9 and Transition Disclosures?®
BB W E LR Eoea ) AW A B NRE TR RS

HKFRS 9 Financial Instruments®
HEVBREERFOR S RE T As

HKFRS 10 Consolidated Financial Statements?
BV IS REERF105% RE W mR?

HKFRS 11 Joint Arrangements?
BAMBRELERNE115R i a TP

HKFRS 12 Disclosure of Interests in Other Entities?
BEVBREERFE125% E A B8 2 FE % B FR2

HKFRS 13 Fair Value Measurement?
BBV B REEAFE135% NAEER 22

HKAS 1 (Amendments)
B ERE19 (1BF])

HKAS 12 (Amendments)

e ERIE129% (1BF])

HKAS 19 (Revised 2011)

&R LA E19%
(ZZ——F&5)

HKAS 27 (Revised 2011)

&SR LR E7H
(ZT——F&5)

HKAS 28 (Revised 2011)

&5 5 A B85
(ZT——F1&5)

HKAS 32 (Amendments) ‘

BB G ERIE325% (1B85])

Presentation of Items of Other Comprehensive Income®
Hip 2 EWIE B B 255

Deferred Tax — Recovery of Underlying Assets*
R IE-IREE L& B

Employment Benefit?

BB ®BA?

Separate Financial Statements?

¥8 7 B 7% K2

Investments in Associates and Joint Ventures?
REtE AR REEREZIRE?

Offsetting Financial Assets and Financial Liabilities®

Note:

Effective for annual periods beginning on or after 1 July 2011.
Effective for annual periods beginning on or after 1 January 2013
Effective for annual periods beginning on or after 1 January 2015.
Effective for annual periods beginning on or after 1 January 2012
Effective for annual periods beginning on or after 1 July 2012.
Effective for annual periods beginning on or after 1 January 2014.
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Notes to the Consolidated Financial Statements (Continueq)
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(Expressed in Hong Kong dollars)
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49 POSSIBLE IMPACT OF AMENDMENTS, NEW

HKFRSs ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2011 (Continued)

Amendments to HKFRS 7 Disclosures — Transfers of Financial
Assets

The amendments to HKFRS 7 increase the disclosure requirements
for transactions involving transfers of financial assets. These
amendments are intended to provide greater transparency around
risk exposures when a financial asset is transferred but the
transferor retains some level of continuing exposure in the asset. The
amendments also require disclosures where transfers of financial
assets are not evenly distributed throughout the period.

The directors anticipate that the application of the amendments to
HKFRS 7 will affect the Group’s disclosures regarding transfers of
financial assets in the future.

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities and amendments to HKFRS 7 Disclosures
- Offsetting Financial Assets and Financial Liabilities

The amendments to HKAS 32 clarify existing application issues
relating to the offsetting requirements. Specifically, the amendments
clarify the meaning of “currently has a legally enforceable right of
set-off” and “simultaneous realisation and settlement”.

The amendments to HKFRS 7 require entities to disclose information
about rights of offset and related arrangements (such as collateral
posting requirements) for financial instruments under an enforceable
master netting agreement or similar arrangement.

The amended offsetting disclosures are required for annual
periods beginning on or after 1 January 2013 and interim periods
within those annual periods. The disclosures should also be
provided retrospectively for all comparative periods. However, the
amendments to HKAS 32 are not effective until annual periods
beginning on or after 1 January 2014, with retrospective application
required.
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Notes to the Consolidated Financial Statements (Continued)
e EmRME (2

(Expressed in Hong Kong dollars)
(BB SR )

49 POSSIBLE IMPACT OF AMENDMENTS, NEW

HKFRSs ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2011 (Continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for the classification
and measurement of financial liabilities and for derecognition.

HKFRS 9 requires all recognized financial assets that are within
the scope of HKAS 39 Financial Instruments: Recognition and
Measurement to be subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held within a business
model whose objective is to collect the contractual cash flows, and
that have contractual cash flows that are solely payments of principal
and interest on the principal outstanding are generally measured
at amortised cost at the end of subsequent accounting periods. All
other debt investments and equity investments are measured at their
fair values at the end of subsequent reporting periods. In addition,
under HKFRS 9, entities may make an irrevocable election to present
subsequent changes in the fair value of an equity investment (that
is not held for trading) in other comprehensive income, with only
dividend income generally recognized in profit or loss.

The most significant effect of HKFRS 9 regarding the classification
and measurement of financial liabilities relates to the presentation
of changes in the fair value of a financial liability (designated as
at fair value through profit or loss) attributable to changes in the
credit risk of that liability. Specifically, under HKFRS 9, for financial
liabilities that are designated as at fair value through profit or loss,
the amount of change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability is presented
in other comprehensive income, unless the recognition of the effects
of changes in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or loss.
Changes in fair value attributable to a financial liability’s credit risk
are not subsequently reclassified to profit or loss. Previously, under
HKAS 39, the entire amount of the change in the fair value of the
financial liability designated as at fair value through profit or loss
was presented in profit or loss.

HKFRS 9, as amended, will be effective for annual periods beginning
on or after 1 January 2015, with early adoption permitted. The
Group is considering the implications of HKFRS 9, the impact on
the Group and timing of its adoption by the Group. The directors
anticipate that the application of the new Standard may have a
significant impact on amounts reported in respect of the Group’s
financial assets and financial liabilities. Regarding the Group’s
financial assets, it is not practicable to provide a reasonable estimate
of that effect until a detail review has been completed.
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49 POSSIBLE IMPACT OF AMENDMENTS, NEW

HKFRSs ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2011 (Continued)

New and revised Standards on consolidation, joint
arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation, joint
arrangements, associates and disclosures was issued, including
HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011)
and HKAS 28 (as revised in 2011).

Key requirements of these five standards are described below.

HKFRS 10 replaces the parts of HKAS 27 Consolidated and
Separate Financial Statements that deal with consolidated financial
statements and HK (SIC)-Int 12 Consolidation — Special Purpose
Entities. HKFRS 10 includes a new definition of control that contains
three elements: (a) power over an investee, (b) exposure, or rights,
to variable returns from its involvement with the investee, and (c)
the ability to use its power over the investee to affect the amount
of the investor’s returns. Extensive guidance has been added in
HKFRS 10 to deal with complex scenarios.

HKFRS 12 is a disclosure standard and is applicable to entities that
have interests in subsidiaries, joint arrangements, associates and/
or unconsolidated structured entities. In general, the disclosure
requirements in HKFRS 12 are more extensive than those in the
current standards.

These five standards are effective for annual periods beginning on
or after 1 January 2013. Earlier application is permitted provided
that all of these five standards are applied early at the same time.

The directors anticipate that these five standards will be adopted
in the Group’s consolidated financial statements for the annual
period beginning 1 January 2013. The application of these five
standards may have significant impact on amounts reported in the
consolidated financial statements. However, it is not practicable to
provide a reasonable estimate of the effect until a detailed review
has been completed.
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49 POSSIBLE IMPACT OF AMENDMENTS, NEW

HKFRSs ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2011 (Continued)

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidance for fair value
measurements and disclosures about fair value measurements. The
Standard defines fair value, establishes a framework for measuring
fair value, and requires disclosures about fair value measurements.
The scope of HKFRS 13 is broad; it applies to both financial
instrument items and non-financial instrument items for which other
HKFRSs require or permit fair value measurements and disclosures
about fair value measurements, except in specified circumstances. In
general, the disclosure requirements in HKFRS 13 are more extensive
than those in the current standards. For example, quantitative and
qualitative disclosures based on the three-level fair value hierarchy
currently required for financial instruments only under HKFRS 7
Financial Instruments: Disclosures will be extended by HKFRS 13
to cover all assets and liabilities within its scope.

HKFRS 13 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted.

The directors anticipate that HKFRS 13 will be adopted in the
Group’s consolidated financial statements for the annual period
beginning 1 January 2013 and that the application of the new
Standard may affect the amounts reported in the consolidated
financial statements and result in more extensive disclosures in the
consolidated financial statements.

Amendments to HKAS 12 Deferred Tax - Recovery of Underlying
Assets

The amendments to HKAS 12 provide an exception to the general
principles in HKAS 12 that the measurement of deferred tax assets
and deferred tax liabilities should reflect the tax consequences
that would follow from the manner in which the entity expects to
recover the carrying amount of an asset. Specifically, under the
amendments, investment properties that are measured using the
fair value model in accordance with HKAS 40 Investment Property
are presumed to be recovered through sale for the purposes of
measuring deferred taxes, unless the presumption is rebutted in
certain circumstances.

The amendments to HKAS 12 are effective for annual periods
beginning on or after 1 January 2012. The directors anticipate that
the application of the amendments to HKAS 12 in future accounting
periods may have effect on the consolidated financial statements
of the Group. The directors are still in the process of assessing the
impact of the adoption of the amendments.
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Independent Auditor’s Report
BIYZBMBES

Deloitte
=)

Independent auditor’s report to the members of
China Taiping Insurance Holdings Company Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of China
Taiping Insurance Holdings Company Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set
out on pages 125 to 301, which comprise the consolidated and
Company statements of financial position as at 31 December
2011, and the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the Hong Kong Companies Ordinance and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 141 of the
Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. We conducted
our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free
from material misstatement.
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Independent Auditor’s Report
BIYZBMBES

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
the consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2011 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

19 March 2012
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Five Year Financial Summary

AFMBEHME

(Expressed in Hong Kong dollars)
(BB SR )

RESULTS E
2011 2010 2009 2008 2007
8000 8000 $000 $000 $°000
F Fr Fr Fr Fr
Income WA
Gross premiums written and policy fees ~ EARRERREERA 50,098,038 48,759,312 31,022,721 15,232,332 | 17,933,997
Less: Premiums ceded to reinsurers and BREZBROE
retrocessionaires REA T (1,968,198)  (1,942,229) (1,687,546) (1,238,874) (277,408)
Net premiums written and policy fees FRRRERREBRA 48,129,840 46,817,083 29,335,175 13,993,458 | 17,656,594
Change in unearned premium provisions, ~ RE/HETEFESE
net of reinsurance R (520,838)  (835,923)  (207,164) (270,187 (7,912)
Net earned premiums ERIRE R
and policy fees REBWAFE 47,609,002 45,981,160 29,128,011 13,723,271 | 17,648,682
Investment income BERA 5,196,568 5,479,949 4,482,861 2,408,713 | 6,671,765
Other income ,muu 343,315 228,473 194,414 98,964 75,220
Other gains/(losses) Hipss,/ (B8) 20,082 (163,041) (64,964) (166,453) (41,408)
Total income LONx:: 53,168,967 51,526,541 33,740,322 16,064,495 | 24,354,259
Benefits, losses and expenses B BRRER
Net policyholders’ benefits 1%%%7% AFIRFE (11,887,493)  (9,798,554)  (9,425,750)  (6,323,399) | (5,062,155)
Net commission expenses liikagupea-c (4,408,989) (4,104,719) (3,557,697) (2,846,818) | (1,997,156)
Administrative and other expenses ﬁEﬁl&ﬁﬁh%ﬁ% (8,507,620) (8,138,148) (6,728,888)  (4,384,987) | (2,228,343
Change in life insurance contract ShENBEE L.
liabilities, net of reinsurance B RE (27,158,701) (27,543,760) (12,252,385) (2,713,4006) | (11,849,470)
Goodwill impairment and amortization [ %Wﬁ&%ﬁﬁ - - - (73,276) -
Total benefits, losses and expenses LR BRRERAS (51,962,803) (49,585,181) (31,964,720) (16,341,886) | (21,137,124)
Profit/(loss) from operations geRR,/ (B8) 1,206,164 1,941,360 1,775,602 (277,391) | 3,217,135
Share of results of associates BB E AREE 251,499 8,947 22,744 (134,086) (57,760)
Gain on disposal of a subsidiary & — R B A R ME - 1,263,113 - - -
Finance costs BB E R (565,529)  (353,264)  (317,950)  (183,383) |  (148,467)
Profit/(loss) before taxation BRBLAI ,MIJ/ (B#& 892,134 2,860,156 1,480,396 (594,860) | 3,010,908
Income tax credit/(charge) BmEEe,/ (L) 27,718 (206,689) (292,760) 32,485 (553,711)
Profit/(loss) after taxation BB BT (BE) 919,852 2,653,467 1,187,636 (562,375) | 2,457,197
Attributable to: P
Owners of the Company ARAIRRER 495,305 2,244,793 825,737 (486,092) | 1,549,072
Non-controlling interests FEEBREREER 424,547 408,674 361,899 (76,283) 908,125
919,852 2,653,467 1,187,636 (562,375) | 2,457,197
Note: The results for the year ended 31 December 2011, 2010, 2009 and i BE_ET——F _ET—ZF - _TZNFR_Z
2008 have been prepared in accordance with the merger accounting ZNF+ZA=ZF+—BLEFEZEE DREER
and the adjustments to goodwill as set out on pages 149 to 150 of FHRF14I0E10BE 2 EHEGEREFEZAE

MR- AT BE_SELET A=+ HI
EEZEM DREFREES

the Annual Report. However, the results for year ended 31 December
2007 have not been restated accordingly.

China Taiping Insurance Holdings Company Limited
2011 Annual Report




Five Year Financial Summary Continued)

EFTBEME #)

(Expressed in Hong Kong dollars)
(BB SR )

RESULTS (Continued) ES 4¢P,
2011 2010 2009 2008 2007
§°000 8000 $°000 $°000 $°000
Fr Fr FT FT FT
Assets and liabilities EERBE
Statutory deposits EERER 2,332,794 1,466,793 1,350,037 1,215,508 653,239
Fixed assets EEEE 7,131,747 5278720 5,064,190 4,933,912 | 1,391,707
Goodwill and intangible asset HEREVEE 568,438 565,055 565,055 565,055 228,185
Interest in associates RE QAR R 1,580,272 1,179,096 101,149 138,563 530,436
Deferred tax assets ERBEEE 145,524 141,609 96,210 91,660 2,648
Investments in debt and equity securities B &R A EFZE 130,571,536 102,948,026 74,089,895 56,278,526 | 40,502,185
Securities purchased under BAREES
resale agreements 119,279 53,471 34,072 - -
Amounts due from group companies EREEANARFRE 29,348 9,257 20,208 7,769 17,488
Insurance debtors REBE P EWRN 2,030,782 1,348,755 1,343,827 1,318,471 616,540
Reinsurers’ share of insurance SRDFIEGRR
contract provisions BHERE 2,437,071 2,048,350 2,087,662 2,306,347 376,740
Policyholder account assets in respect of ~ BB ETLERL
unit-linked products REFBEAEFPERE 3,729,117 4,909,273 5,078,319 4,269,892 -
Other debtors Hit YRR 5,252,836 6,590,021 2,575,684 2,148,712 | 1,431,352
Tax recoverable AR IE - - - 1,640 -
Pledged deposits at banks EERRTER 187,677 160,613 92,225 185,729 97,417
Cash and cash equivalents and RekBeZEY
deposits at bank with original LEHHBERA=MEA
maturity more than three months HRITE R 35,255,927 27,784,628 19,032,498 14,555,181 | 9,769,612
Total assets BEE 191,372,348 154,483,667 111,531,031 88,017,055 | 55,617,549
Less: Total liabilities RSN (174,498,301) (136,001,794) (96,193,202) (75,866,531) | (47,521,867)
Non-controlling interests FERBRFER (5,439,351)  (5,769,486)  (5,041,118)  (5,123,225) | (2,410,056)
11,434,696 12,712,387 10,296,711 7,027,299 | 5,685,626
Share capital R 85,264 85,181 85,103 71,086 70,764
Reserves & 11,349,432 12,627,206 10,211,608 6,956,213 | 5,614,862
11,434,696 12,712,387 10,296,711 7,027,299 | 5,685,626
dollar dollar dollar dollar dollar
Vi T T T T
Earnings/(loss) per share SRERN/ (FE)
Basic R 0.291 1.320 0.527 (0.313) 1.102
Diluted 3 0.289 1.309 0.521 (0.313) 1.083

FEAFRBIERERADF]
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Definitions

In the annual report, the following expressions shall have the following meanings unless the context requires

otherwise:
“Board”
“BVI”
“CIRC”

“Code”

“CTPI (HK)”

“Directors”

“Ageas”

“Grantee”

“HKAS”
“HKFRS”
“HKICPA”

“HK(IFRIC)-Int”

“ICBC”

“ICBC (Asia)”

“Independent Shareholders”
“Last Year”

“Listing Rules”

“MAC”

“MAH"

“Manhold”

“MPF scheme”

the board of Directors
British Virgin Islands
China Insurance Regulatory Commission

Code on Corporate Governance Practices as set out in Appendix 14 of
the Listing Rules

China Taiping Insurance (HK) Company Limited

The directors of the Company, including the independent non-executive
directors

Ageas Insurance International N.V.

A person who has been granted the right to accept the Company’s offer
of share options

Hong Kong Accounting Standard
Hong Kong Financial Reporting Standard
Hong Kong Institute of Certified Public Accountants

Hong Kong (International Financial Reporting Interpretations Committee)-
Interpretation

The Industrial and Commercial Bank of China

Industrial and Commercial Bank of China (Asia) Limited

Shareholder(s) other than TPG, ICBC (Asia) and their respective associates
The year ended 31 December 2010

The Rules Governing the Listing of Securities on the Stock Exchange
The Ming An Insurance Company (China) Limited

The Ming An (Holdings) Company Limited

Manhold Limited

Mandatory Provident Fund Scheme

China Taiping Insurance Holdings Company Limited

2011 Annual Report
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Definitions

“SFO”

“Share(s)”

“Share Award Scheme”
“the Stock Exchange”
“the Company” or “CTIH”
“the Group”

“the PRC”

“the Year”

“TPA (HK)”

“TPAM”

“TPG”

“TPG (HK)”

“TPI”

“TPIH”

“TPL”

“TPP”

“TPR”

“TPRB”

“TPRe”

Securities and Futures Ordinance

Share(s) of HK$0.05 each in the capital of the Company
ClIH Employees’ Share Award Scheme adopted on 10 September 2007
The Stock Exchange of Hong Kong Limited

China Taiping Insurance Holdings Company Limited
CTIH and its subsidiaries

The People’s Republic of China

The year ended 31 December 2011

Taiping Assets Management (HK) Company Limited
Taiping Asset Management Company Limited

China Taiping Insurance Group Co.

China Taiping Insurance Group (HK) Company Limited
Taiping General Insurance Company Limited

Taiping Investment Holdings Company Limited

Taiping Life Insurance Company Limited

Taiping Pension Company Limited

Taiping Real Estate Shanghai Company Limited

Taiping Reinsurance Brokers Limited

Taiping Reinsurance Company Limited

China Taiping Insurance Holdings Company Limited

2011 Annual Report
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Definitions

“the Old Scheme” Share option scheme of the Company adopted on 24 May 2000 and
terminated on 7 January 2003

“the New Scheme” Share option scheme of the Company adopted on 7 January 2003
“RMB” Renminbi

“HKD” Hong Kong dollars

“‘Usb” United States dollars

“EUR” Euro

“GBP” British Pound

“AUD” Australian dollars

China Taiping Insurance Holdings Company Limited
2011 Annual Report
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CHINA TAIPING

FEXFRZZEERRLF

China Taiping Insurance Holdings Company Limited

BN

BB RS RESRPEARTAEE21 121
Business Address:

12/F, China Taiping Tower, Phase Il, 8 Sunning Road,
Causeway Bay, Hong Kong

B Tel : (852) 3602 9800

fBE Fax : (852) 2866 2262

B E Email : mail@ctih.cntaiping.com
#3k Website : http://www.ctih.cntaiping.com
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