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1 SIGNIFICANT ACCOUNTING POLICIES 1 FESFBR

(a) Statement of compliance (@) BfIEH
These financial statements have been prepared in accordance with AU HREBIRBEBS SRS EMHR A BEAL
all applicable Hong Kong Financial Reporting Standards (which MBRELER(BREAMEEANEFEHERRR
include all applicable SSAP and Interpretations) issued by the ) BB ARG RAURBB(RAEHNHRER
HKICPA, accounting principles generally accepted in Hong Kong and &) o REIBFME N BANCETRIDBERE -
the requirements of the Hong Kong Companies Ordinance. These ATRAKBEARRFANEEGTRERE -
financial statements also comply with the applicable disclosure
provisions of the Listing Rules. A summary of the significant
accounting policies adopted by the Group is set out below.

(b) Basis of preparation of the financial statements (b) HBEBENEREE
The measurement basis used in the preparation of the financial BRIREYFIREMETE  URIBHBHRITESH
statements is historical cost modified by the revaluation of investment TEARERMEAR (R TXFENETER) I - &K
properties and the marking to market of certain investments in MBS RETIAE LR AVERRBELE -
securities and derivative financial instruments as explained in the
accounting policies set out below.

(c) Use of estimates in the preparation of financial statements () HRBEFFEIREE A
The preparation of financial statements requires management to make MBRENHER  FTEZTEEBEEE (G RERE
significant estimates and assumptions that affect the reported T EIMYIMNEE F BE  WAKRXH - AEAE
amounts of assets, liabilities, revenues and expenses as well as the ARENSRE AEENRBEBEESEEERS
related disclosure. The Group’s insurance liabilities comprising RREEEE  SRETEHEESRREEEESEE
insurance funds, provision for outstanding claims and life insurance REF G & H B IARKE SRR BHIREEHE M /E L
funds and estimates for premiums and claims data not received from HfEET - NEEIRBELEER  BEST - MHIE
ceding companies at the date of the financial statements. The Group N EEMATRERGMEE L E GG - EFSSTER
determines these estimates on the basis of historical information, NERNMGE  YERFEREHRAE  BERER
actuarial analyses, financing modelling and other analytical AREEE AT R A AR ZRIRK - RAFE
techniques. The directors continually review the estimates and make FAEERETEHRSRECEES SIS
adjustments as necessary, but actual results could differ significantly %o HIBLRERBEWNEE =+ E -
from what is envisioned when these estimates are made. During the
year, the Group changed its basis of estimate in respect of its life
insurance funds, details of which are set out in note 26 on the financial
statements.

(d) Subsidiaries (d HEBLF

China Insurance International Holdings Company Limited

A subsidiary, in accordance with the Hong Kong Companies
Ordinance, is a company in which the Group, directly or indirectly,
holds more than half of the issued share capital, or controls more
than half of the voting power, or controls the composition of the board
of directors. Subsidiaries are considered to be controlled if the
Company has the power, directly or indirectly, to govern the financial
and operating policies, so as to obtain benefits from their activities.
Investments in controlled subsidiaries are consolidated into the
consolidated financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

FEESFBE (@)

Subsidiaries (Continued)

Intra-group balances and transactions, and any unrealised profits
arising from intra-group transactions, are eliminated in full in preparing
the consolidated financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in the same way as
unrealised gains, but only to the extent that there is no evidence of
impairment.

Minority interests at the balance sheet date, being the portion of the
net assets of subsidiaries attributable to equity interests that are not
owned by the Company, whether directly or indirectly through
subsidiaries, are presented in the consolidated balance sheet
separately from liabilities and the shareholders’ equity. Minority
interests in the results of the Group for the year are also separately
presented in the income statement.

In the Company’s balance sheet, an investment in a subsidiary is
stated at cost less any impairment losses (see note 1(l)), unless it is
acquired and held exclusively with a view to subsequent disposal in
the near future or operates under severe long-term restrictions which
significantly impair its ability to transfer funds to the Company, in
which case, it is stated at fair value with changes in fair value
recognised in the income statement as they arise.

Associates

An associate is an entity in which the Group or Company has
significant influence, but not control or joint control, over its
management, including participation in the financial and operating
policy decisions.

An investment in an associate is accounted for in the consolidated
financial statements under the equity method and is initially recorded
at cost and adjusted thereafter for the post acquisition change in
the Group’s share of the associate’s net assets, unless it is acquired
and held exclusively with a view to subsequent disposal in the near
future or operates under severe long-term restrictions that
significantly impair its ability to transfer funds to the investor, in which
case it is stated at fair value with changes in fair value recognised in
the consolidated income statement as they arise. The consolidated
income statement reflects the Group’s share of the post-acquisition
results of the associates for the year, including any amortisation of
positive or negative goodwill charged or credited during the year in
accordance with note 1(f).

Unrealised profits and losses resulting from transactions between
the Group and its associates are eliminated to the extent of the
Group’s interest in the associate, except where unrealised losses
provide evidence of an impairment of the asset transferred, in which
case they are recognised immediately in the income statement.

(e)
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FEETTBR @)

(e) Associates (Continued) (e) H¥ELQT ()
In the Company’s balance sheet, its investments in associates are AAREEABRATRBE RRINRE - BERAAN
stated at cost less impairment losses (note 1(1)), unless it is acquired WEREEEAR 1) - AW - WEAREAS
and held exclusively with a view to subsequent disposal in the near BUERENE-—BNRERHAALE  HE2ERA
future or operates under severe long-term restrictions that E%TFW%E’JBE%U NBBREZEECEAREBAGE
significantly impair its ability to transfer funds to the investor, in which AR ERESRATEEARK  EATEELR
case, it is stated at fair value with changes in fair value recognised in mif}ﬂvt‘ti\ SRWER ©
the income statement as they arise.

(f) Goodwill (f) GRS
Positive goodwill arising on consolidation represents the excess of SUFRE MG E R E LR Ef B BB
the cost of the acquisition over the Group’s share of the fair value of $‘§ BB RA Y EEEBEATEBEMNEE -
the identifiable assets and liabilities acquired.
Positive goodwill is amortised to the consolidated income statement FRABRERERBAAIERAFHEGSBEaRE
on a straight-line basis over its estimated useful life. Positive goodwill S - WIRAL AR A A R 5HE S5 VR E B IBR AL S
is stated in the consolidated balance sheet at cost less any BEAMER (BFWTE) °
accumulated amortisation and any impairment losses (see note 1(l)).
In respect of acquisitions of associates, positive goodwill is amortised PR s P e R ) T 2 A Y I P B LA B AR VA IR ELFRET AT
to the consolidated income statement on a straight-line basis over EREREGEBRREH o ERENKAEEEMR
its estimated useful life. The cost of positive goodwill less any BB ERBEBEE (2FWE1() - sEABEA
accumulated amortisation and any impairment losses (see note 1(l)) AR BREI(E ©
is included in the carrying amount of the interest in associates.

(g) Other investments in securities (9) HtFEFRE

China Insurance International Holdings Company Limited

The Group’s and the Company’s policies for investments in securities
other than investments in subsidiaries and associates are as follows:

(i) Dated debt securities that the Group and/or the Company have
the ability and intention to hold to maturity are classified as
held-to-maturity securities. Held-to-maturity securities are
stated in the balance sheet at amortised cost less any
provisions for diminution in value. Provisions are made when
carrying amounts are not expected to be fully recovered and
are recognised as an expense in the income statement, such
provisions being determined for each investment individually.

(ii) Provisions against the carrying value of held-to-maturity
securities are written back when the circumstances and events
that led to the write-down or write-off cease to exist and there
is persuasive evidence that the new circumstances and events
will persist for the foreseeable future.

(i)  All other securities (whether held for trading or otherwise) are
stated in the balance sheet at fair value. Changes in fair value
are recognised in the income statement as they arise.
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FESHBRE®)
(g) Other investments in securities (Continued) (99 EHtEBFKRE (B)

(iv)  Profits or losses on disposal of investments in securities are
determined as the difference between the estimated net
disposal proceeds and the carrying amount of the investments
and are accounted for in the income statement as they arise.

Sales and repurchase agreements

Securities sold under repurchase agreements represent short-term
finance arrangements secured by the securities sold. The securities
remain on the balance sheet and a liability is recorded in respect of
the consideration received. Interest is calculated based upon the
amount at which the securities are contracted for repurchase less
the original selling price, and is taken to the income statement over
the term of the agreement on a straight-line basis.

Conversely, securities purchased under resale agreements represent
short-term investment arrangements secured by the securities
purchased. The securities are not recognised on the balance sheet
and the consideration paid is recorded as an asset. Interest is
calculated based upon the amount at which the securities are
contracted for resale less the original purchase cost, and is taken to
the income statement over the term of the agreement on a straight-
line basis.

Fixed assets

(i) Fixed assets are carried in the balance sheets on the following
bases:

= investment properties with an unexpired lease term of
more than 20 years are stated in the balance sheet at
their open market value which is assessed annually by
external qualified valuers;

— land and buildings, plant, machinery and other fixed
assets are stated in the balance sheet at cost less
accumulated depreciation (note 1(k)) and impairment
losses (note 1(l)).

(ii) Changes arising on the revaluation of investment properties
are generally dealt with in reserves. The only exceptions are
as follows:

— when a deficit arises on revaluation, it will be charged to
the income statement, if and to the extent that it exceeds
the amount held in the reserve in respect of the portfolio
of investment properties, immediately prior to the
revaluation; and
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FEETTBR @)
(i) Fixed assets (Continued) (i) EE&EE (&

(ii) (Continued)

— when a surplus arises on revaluation, it will be credited
to the income statement, if and to the extent that a deficit
on revaluation in respect of the portfolio of investment
properties, had previously been charged to the income
statement.

(i)  Subsequent expenditure relating to a fixed asset that has
already been recognised is added to the carrying amount of
the asset when it is probable that future economic benefits, in
excess of the originally assessed standard of performance of
the existing asset, will flow to the Group or the Company. All
other subsequent expenditure is recognised as an expense in
the period in which it is incurred.

(iv)  Gains or losses arising from the retirement or disposal of a
fixed asset are determined as the difference between the
estimated net disposal proceeds and the carrying amount of
the asset and are recognised in the income statement on the
date of retirement or disposal. On disposal of an investment
property, the related portion of surpluses or deficits previously
taken to the investment properties revaluation reserve is also
transferred to the income statement for the year.

Leased assets (1))

Leases of assets under which the lessee assumes substantially all
the risks and benefits of ownership are classified as finance leases.
Leases of assets under which the lessor has not transferred all the
risks and benefits of ownership are classified as operating leases.

(i) Assets held for use in operating leases

Where the Group leases out assets under operating leases,
the assets are included in the balance sheet according to their
nature and, where applicable, are depreciated in accordance
with the Group’s depreciation policies, as set out in note 1(k).
Impairment losses are accounted for in accordance with the
accounting policy as set out in note 1(l). Revenue arising from
operating leases is recognised in accordance with the Group’s
revenue recognition policies, as set out in note 1(s)(ii).

China Insurance International Holdings Company Limited  Annual Report 2004
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1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

FTESFTHE ()

@0

Leased assets (Continued)
(ii) Operating lease charges

Where the Group has the use of assets under operating leases,
payments made under the leases are charged to the income
statement in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived
from the leased asset. Lease incentives received are recognised
in the income statement as an integral part of the aggregate
net lease payments made. Contingent rentals are charged to
the income statement in the accounting period in which they
are incurred.

Depreciation

(i) No depreciation is provided on investment properties with an
unexpired lease term of over 20 years.

(if) Depreciation is calculated to write off the cost of other fixed
assets over their estimated useful lives using the straight-line
method as follows:

Leasehold land over the unexpired term of lease

Buildings 30 — 50 years
Computer equipment 3 — 5 years
Other fixed assets 5 years

Impairment of assets

Internal and external sources of information are reviewed at each
balance sheet date to identify indications that the following assets
may be impaired or an impairment loss previously recognised no
longer exists or may have decreased:

— property, plant and equipment (other than properties carried
at revalued amounts);

— investments in subsidiaries and associates (except for those
accounted for at fair value under notes 1(d) and (e)); and

— positive goodwill.

If any such indication exists, the asset’s recoverable amount is
estimated. An impairment loss is recognised in the income statement
whenever the carrying amount of such an asset exceeds its
recoverable amount.
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

1 FESBER @)

76

(1) Impairment of assets (Continued)

U

(i)

(m)
(i)

(ii)

China Insurance International Holdings Company Limited

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net
selling price 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).

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 reversed only if the loss was caused
by a specific external event of an exceptional nature that is
not expected to recur, and the increase in recoverable amount
relates clearly to the reversal of the effect of that specific event.

A reversal of impairment losses is limited to the asset’s carrying
amount that would have been determined had no impairment
loss been recognised in prior years. Reversals of impairment
losses are credited to the income statement in the year in which
the reversals are recognised.

Insurance liabilities

Insurance funds mainly represent provision for unearned
premiums for non-life reinsurance business.

Provision for unearned premiums is recognised to cover the
proportion of retained premiums written in a year which relate
to the period of risk from 1 January in the following year to the
subsequent date of expiry of policies. Provision for unearned
premiums is calculated on a time-apportioned basis.

Provision for outstanding claims represents estimated liabilities
relating to the non-life reinsurance and life insurance business
in respect of outstanding claims and claims incurred but not
reported after deducting amounts recoverable from reinsurers.
Provision is also made for the estimated cost of servicing claims
notified but not settled at the balance sheet date and to meet
expenses on claims incurred but not reported at the balance
sheet date.
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FESHEE®)
(m) Insurance liabilities (Continued) (m) RBREE #E)

(i) Life insurance funds represent reserves to cover mortality (i) BRETEGSREANTREIHRAKRNE
fluctuations and future liabilities. It is determined by reference EMELFHE - ZRER2ELASBEZERE
to an actuarial valuation model which was prepared by an MmEHEEMEEAMEEN -
actuary appointed by the Group.

(n) Cash and cash equivalents (n) BEZEEY

Cash and cash equivalents comprise cash at bank and on hand, RekBA2SEMRERTRERFHERS KEFE
demand deposits with banks and other financial institutions, and RIRTT R H A & A 2 BN 1730 - AIBERS L IR(ER
short-term, highly liquid investments that are readily convertible into MBSLENRHEERERBEMNRE  ZFRE
known amounts of cash and which are subject to an insignificant WEHBEARKEESHE=EARN EZBHEEE
risk of changes in value, having been within three months of maturity BHREBATE - RERFEROBRITEARARSE
at acquisition. Bank overdrafts that are repayable on demand and ENReEEN D TRReRERMAARS
form an integral part of the Group’s cash management are also EkBR&EBEY— M -

included as a component of cash and cash equivalents for the

purpose of the cash flow statement.

(0) Trust account (o) f5FEERE
No account of assets held or liabilities incurred by the Group or the REBI T EEASEKN AR R AZTEATRFTEN
Company as trustee has been included. BENFRENAE -

() Employee benefits ) EERF

(i) Salaries, annual bonuses, paid annual leave, leave passage 0) AEBEEFMRENBRBERAOT S  FERE
and the cost to the Group of non-monetary benefits are accrued 4L - BFRERET AN EEIES R BB A
in the year in which the associated services are rendered by HRFEFENR o A ERIRTE N RSB RKim
employees of the Group. Where payment or settlement is HREATE  ARZERIARRETER -
deferred and the effect would be material, these amounts are
stated at their present values.

(i)  Contributions to Mandatory Provident Funds as required under (ii) BIREHA G MERTESETEEOIREAIEL A
the Hong Kong Mandatory Provident Fund Schemes Ordinance SR RTE S R AR YR B T K BUR AR A
and retirement plans organised by municipal and provincial HERIRETEl - EEAREERRPHERA—E
governments in the PRC are recognised as an expense in the X e
income statement as incurred.

(i) When the Group grants employees options to acquire shares iy BAEEREERLRRE CERLBBTE
of the Company, no employee benefit cost or obligation is R EAE SRR ARKEE - B1TERIRE
recognised at the date of grant. When the options are B+ IRARE AT B P S ROB @ REm 1S N
exercised, equity is increased by the amount of the proceeds
received.

(@) Income tax (@ BiE

(i) Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised
in the income statement.

(i) FENNSHEEEBHAREERREER
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1 SIGNIFICANT ACCOUNTING POLICIES (continued) 1 FESBER @)
(d) Income tax (Continued) () BB (#H)

China Insurance International Holdings Company Limited

(ii)

(i)

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the balance sheet date, and any adjustment to tax payable
in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise
from the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse either
in the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward.
The same criteria are adopted when determining whether
existing taxable temporary differences support the recognition
of deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account if they
relate to the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or periods, in
which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
goodwill not deductible for tax purposes and the initial
recognition of assets or liabilities that affect neither accounting
nor taxable profit (provided they are not part of a business
combination).

The amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
each balance sheet date and is reduced to the extent that it is
no longer probable that sufficient taxable profit will be available
to allow the related tax benefit to be utilised. Any such reduction
is reversed to the extent that it becomes probable that sufficient
taxable profit will be available.
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NOTES ON THE FINANCIAL STATEMENTS

B %% 3R & MY 5
(Expressed in Hong Kong dollars)
(LB ¥ 31T)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

FEESFBE (@)

(a)

Income tax (Continued)

(iv)  Current tax balances and deferred tax balances, and
movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against current
tax liabilities, and deferred tax assets against deferred tax
liabilities if, and only if, the Company or the Group has the
legally enforceable right to set off current tax assets against
current tax liabilities and the following additional conditions
are met:

— in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

— the same taxable entity; or

= different taxable entities, which, in each future
period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis
or realise and settle simultaneously.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Company or Group has a legal or constructive obligation
arising as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the expenditures
expected to settle the obligation.

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.
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NOTES ON THE FINANCIAL STATEMENTS

B %5 3R 5 B 5
(Expressed in Hong Kong dollars)
(LB 831 T)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

FTESEHE

(s) 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 recognised in the income statement as follows:

(i) Premiums income

Reinsurance premiums are recognised when written and
include an estimate for written premiums receivable at the
period end. Such premiums are generally recognised as earned
over the contract period in proportion to the amount of
reinsurance provided.

Life insurance premiums are recognised on an accrual basis
when insurance policies are issued and related insurance risk
is transferred to the Group.

(ii) Rental income from operating leases

Rental income receivable under operating leases is recognised
in the income statement in equal instalments over the
accounting periods covered by the lease term, except where
an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease incentives
granted are recognised in the income statement as an integral
part of the aggregate net lease payments receivable.
Contingent rentals are recognised as income in the accounting
period in which they are earned.

(i) Income from asset management and insurance intermediaries
business

Income from asset management and insurance intermediaries
business is recognised when the service is rendered.

(iv)  Dividends
— Dividend income from unlisted investments is recognised
when the shareholder’s right to receive payment is

established.

— Dividend income from listed investments is recognised
when the share price of the investment goes ex-dividend.
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NOTES ON THE FINANCIAL STATEMENTS

B %% 3R & MY 5
(Expressed in Hong Kong dollars)
(LB ¥ 31T)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

FTESFTHE ()

(s)

(t)

(u)

Revenue recognition (Continued)
(v) Interest income

— Interest income from dated debt securities intended to
be held to maturity is recognised as it accrues, as
adjusted by the amortisation of the premium or discount
on acquisition, so as to achieve a constant rate of return
over the period from the date of purchase to the date of
maturity.

— Interest income from bank deposits is accrued on a time-
apportioned basis by reference to the principal
outstanding and the rate applicable.

Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong
Kong dollars at the exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are
translated into Hong Kong dollars at the exchange rates ruling at the
balance sheet date. Exchange gains and losses are dealt with in the
income statement.

The results of enterprises outside Hong Kong are translated into Hong
Kong dollars at the average exchange rates for the year; balance
sheet items are translated into Hong Kong dollars at the rates of
exchange ruling at the balance sheet date. The resulting exchange
differences are dealt with as a movement in reserves.

Off-balance sheet financial instruments

Off-balance sheet financial instruments include derivatives arising
from foreign exchange transactions undertaken by the Group in the
foreign exchange markets.

Such transactions are marked to market and the gain or loss arising
is recognised in the income statement.

Unrealised gains on transactions are included in “Other debtors” in
the consolidated balance sheet. Unrealised losses on transactions
are included in “Accrued charges and other creditors” in the
consolidated balance sheet.

Related parties

For the purposes of these financial statements, parties are considered
to be related to the Group if the Group has the ability, directly or
indirectly, to control the party or exercise significant influence over
the party in making financial and operating decisions, or vice versa,
or where the Group and the party are subject to common control or
common significant influence. Related parties may be individuals or
other entities.
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(v)
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NOTES ON THE FINANCIAL STATEMENTS

B R R & M AT

(Expressed in Hong Kong dollars)

82

(LB 831 T)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued) 1 FEETTBUR

(w) Borrowing costs (w) BRER
Borrowing costs are expensed in the income statement in the period EREAEEREAEAZRERSR LYK -
in which they are incurred.

(x) Segment reporting x) DEER
A segment is a distinguishable component of the Group that is DREEASBEARRRARESWAKT D - TEAE
engaged either in providing products or services (business segment), }Ef LB TEE MRS (EH S L) - E— AR EHK
or in providing products or services within a particular economic BIRERREERSRE GRS HE) - BED R

China Insurance International Holdings Company Limited

environment (geographical segment), which is subject to risks and
rewards that are different from those of other segments.

In accordance with the Group’s internal financial reporting system,
the Group has chosen business segment information as the primary
reporting format and geographical segment information as the
secondary reporting format for the purposes of these financial
statements.

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that can be
allocated on a reasonable basis to that segment. Segment revenue,
expenses, assets, and liabilities are determined before intra-group
balances and intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-group
balances and transactions are between group enterprises within a
single segment. Inter-segment pricing is based on similar terms as
those available to other external parties.

Revenue and expenses are recorded to corresponding segments
based on the actual amounts of revenue and expenses recognised
and incurred in the respective group companies included in the
respective segments.

Segment capital expenditure is the total cost incurred during the
period to acquire segment assets (both tangible and intangible) that
are expected to be used for more than one period.

Unallocated items mainly comprise financial and corporate assets,
interest-bearing loans, borrowings, corporate and financing expenses
and minority interests.
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NOTES ON THE FINANCIAL STATEMENTS

B 15 3R 5 B aE
(Expressed in Hong Kong dollars)
(LB ¥ 31T)

2 SEGMENT REPORTING 2 o 48 [E 3R
Segment information is presented in respect of the Group’s business PEERNERSEAEENEG KRR ES - &
and geographical segments. Business segment information is chosen BEEBEIEREZERER DEARAEREE
as the primary reporting format. NI B ER T XNBRAEYE -

(a) Business segments (@ ¥XKoiE

The Group comprises the following main business segments:

— Reinsurance business comprises non-life and life reinsurance
businesses.

— Life insurance business comprises direct life insurance
business.

— Asset management business comprises investment
consultancy business.

— Insurance intermediaries business comprises reinsurance
brokerage and agency and consultancy businesses.

AEBERBETINEIEXEBHE

BREXEBEEFABTRASHNBRBES -

ABRREBBEERASREBER -

EEEHEEVOEREBMEY

REBHNEBEEERRELRL - RIBAKRER
ES
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NOTES ON THE FINANCIAL STATEMENTS
R 75 3R 5 B &

(Expressed in Hong Kong dollars)

(LB 831 T)
2 SEGMENT REPORTING (Continued) 2 PDEER@®E
(a) Business segments (a)
2004
Insurance
Life Asset intermediaries
Reinsurance insurance  management business  Unallocated Total
BRI AERRE EEEE  RBRTNER KELE an
$'000 $000 $000 $'000 $'000 $'000
fr I I fr i i
Turnover EXE 1,092,462 6,217,608 31,431 13,638 - 7,355,139
Inter-segment revenue PEzRNE - - (7,612 (2,346) - (9,958)
1,092,462 6,217,608 23,819 11,292 - 7,345,181
Other revenue Rt
Investment income and net gain REWARBRFE 197,710 199,340 19,795 1,694 76,239 494,778
Other net (loss)/income £t (B8) /RAFE (2,002) 1,948 - - 2,423 2,369
Inter-segment transactions PEZARS (300) - - - (2,798) (3,098)
195,408 201,288 19,795 1,694 75,864 494,049
Operating expenses LeER
Reinsurance premiums BRBRE (180,398) (37,821) - - - (218,219)
Policyholders’ benefits RERA AT 652,595 (354,33 - - — (1,006,929)
Claims ERE (479,158) (58,299 - - S )]
Surrenders RRES - (272,388) - - - (272,388)
Annuity and maturity payments FERIBAR - (7,289) - - - (7,289)
Policy dividends REHA - (2,575) - - - (2,575)
Change in provision for RABTEBSY
outstanding claims (173,437) (13,789) - - - (187,226)
Net commission expenses GESTNS (210,169) (441,645) - - - (651,814)
Administrative and other expenses TRREMER (38,760) (617,889) (8,541) (5,011) (22,485) (692,680)
Goodwill amortisation FEHH - (9,295) (18,472) - - (27,767)
Inter-segment transactions PELEARS 6,662 - - 430 5,964 13,056
(1075,260)  (1,460,978) (27,013) (4,581) (16,521)  (2,584,359)
Change in insurance reserves REERERSE( (7,383 (5,369,039) - - - (6376422
Profit/(loss) from operations m2iEd/ (§R) 205,207 (#11,121) 16,601 8,405 59,343 (121,545)
Share of profts/ (losses) of associates ElEmE R AR/ (58) - - - 825 (35,931) (35,106)
Finance costs BBRA - (1,204) (4,225) - (78,985) (84,414)
Profit/(loss) from ordinary activities REABEER
before taxation B/ (58 05207 (412,329) 12,376 9,230 (55573 (241,065)
Income tax (charge)/credit POE () /% (7,224) 69,220 (5,374) (1,498) (3,313 51,811
Profit/(loss) from ordinary activities RRABEER
after taxation EAl/ (58) 198,003 (343,105) 7,002 7,73 (58886 (189,254)
Minority interests PEREER - 166,319 - - - 166,319
Profit/(loss) attributable RERERN/ (FE)
to shareholders 198003 (176,786) 7,002 7,73 (58,886) (22,935)
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NOTES ON THE FINANCIAL STATEMENTS

B %% 3R & MY 5
(Expressed in Hong Kong dollars)
(LB ¥ 31T)

2 SEGMENT REPORTING (Continued) 2 7 HEE R @)
(a) Business segments (Continued) (a)
2004
Insurance
Life Asset intermediaries
Reinsurance insurance  management business  Unallocated Total
ARk AERE EEER RERTNER REAR L]
$000 $'000 $'000 $000 $000 $000
Tz T T Tz Tz Tz
Net premium earned ERREFE 904,681 6,137,138 - - - 7,041,819
Underwriting profit/(loss) EREA/ (BB 25,829 (291,247) - - - (265,418)
Depreciation and amortisation MEREH 1,081 32,250 19,046 168 5,483 58,028
Significant non-cash expenses EXFREHR
(other than depreciation (FEETERES)
and amortisation) 58,003 (65,533) (4,993) 124 24,132 11,733
Equity investments, unit trusts RARE  EifEAES
and mutual funds REZES 296,673 894,173 48,426 9,059 218,493 1,466,824
Debt investments BERE 1,497,872 7,647,223 257,338 9,634 370,790 9,782,857
Other segment assets AtAEEE 1,544,365 3,133,582 408,915 24,337 141,385 5,252,584
Interest in associates REENFzEE - - - 8,014 343,581 351,595
Total assets BEE 3,338,910 11,674,978 714,679 51,044 1,074,249 16,853,860
Total liabilities BofE 1,964,250 9,958,203 130,856 1,628 1,375,616 13,430,553
Capital expenditure EXE® 571 206,080 93 29 76 206,849
RREIFZERBR AT 20045 5 85



NOTES ON THE FINANCIAL STATEMENTS
R 75 3R 5 B &

(Expressed in Hong Kong dollars)
(LB 831 T)

2 SEGMENT REPORTING (Continued)

86

China Insurance International Holdings Company Limited

(a) Business segments (Continued) (a)
2003
(Restated)
(E3)
Insurance
Life Asset intermediaries
Reinsurance insurance  management business  Unallocated Total
Bk AERE EEERE  RBRONER FEAER an
$000 $000 $000 $000 $000 $000
r r r r r r
Turnover 2EE 1,179,622 3,079,503 57,684 16,638 - 4,333,447
Inter-segment revenue LWL 6 — - (1,515) (1,977) = (3,492)
1179622 3,079,503 56,169 14,661 - 4329955
Other revenue Afthlg
Investment income and net gain REARARBHFE 214,624 136,734 31,061 3,757 32,190 418,366
Other net income AtMAES 2,611 = - - 2,558 5,169
Inter-segment transactions PELEARS (300) = = = 1,070 770
216,935 136,734 31,061 3,757 35,818 424,305
Operating expenses REER
Reinsurance premiums BRERE (206,789) (8,964) - - - (215,747)
Policyholders' benefits REFEATE (723,309) (90,146) = - = (813,455)
Claims R (501,873) (15,796) - - - (517,669)
Surrenders RRAE - (68,461) - - - (68,461)
Annuity and maturity payments FERIBEF - (1,921) = = = (1921)
Policy dividends REHA - (474) - - = (474)
Change in provision for RABREREL
outstanding claims (221,436) (3,494) - - - (224,930)
Net commission expenses EESEer (208,072) (219,768) - - - (448,740)
Administrative and other expenses TRRERER (34,717) (345,734) (7,410) (4,754) (26,722) (419,337)
Goodwill amortisation HERH = (9,295 (18,472) = - (27,767)
Inter-segment transactions PEZERS 907 - - 300 1,515 2,722
(1,192,874) (673,907) (25,882) (4,454) (25,207) (1,922,324)
Change in insurance reserves RREFEESS( 41,235 (2,710,679) = = = (2,669,444)
Profit/(loss) from operations BERA/ (H8) 244,918 (168,349) 61,348 13,964 10,611 162,492
Share of profits/{losses) of associates EEBenza/ (B8 - - - 345 (60,719) (60,374)
Finance costs B @) (4,693) (3,926) - (11,216) (19,838)
Profit/(loss) from ordinary activities BHAAEER
before taxation iafl/ (E8) 244,915 (178,042) 57,422 14,309 (61,324) 82,280
Income tax charge B (10,888) - (10,069) (2,362) = (23,319)
Profit/(loss) from ordinary activities BH&BEER
after taxation iafl/ (E8) 234,027 (178,042) 47,358 11,947 (61,324) 58,961
Minority interests DERFER - 81,792 = = - 81,792
Profit/(loss) attributable RREGER/ (B8
to shareholders 234,027 (91,250) 47,353 11,947 (61,324) 140,753
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NOTES ON THE FINANCIAL STATEMENTS

B %% 3R & MY 5
(Expressed in Hong Kong dollars)
(LB ¥ 31T)

2 SEGMENT REPORTING (Continued) 2 7 HEE IR (@)
(a) Business segments (Continued) (a)
2003
(Restated)
(E21)
Insurance
Life Asset intermediaries
Reinsurance insurance  management business  Unallocated Total
BRR ASRE EEEE  RBRTNER REAE L]
$'000 $'000 $'000 $'000 $'000 $'000
fr I T fr T r
Net premium earned BRAEFE 1,014,074 3,080,772 - - = 4,044,846
Underwriting profit/(loss) ERER/ (F8) 43,635 (121,711) - - - (78,076)
Depreciation and amortisation REREH 2,499 (27,100) (20,059) (158) (5,641) (50,459)
Significant non-cash expenses EXFREET
(other than depreciation (TEENEREN)
and amortisation) 53,147 19,478 15,951 1,704 4,770 95,050
Equity investments, unit trusts BARE  BufTES
and mutual funds REZEES 210,080 330,460 195,681 2,515 141,747 880,483
Debt investments B5RE 1,500,634 2,862,600 1,378,424 - 16,534 5,758,192
Other segment assets At AEEE 1,339,608 1,936,176 369,929 38,590 283,529 3,917,832
Interest in associates REE LR 2 RS - - - 6,684 121,052 127,736
Total assets BEE 3,050,322 5,129,236 1,944,034 47,789 512,862 10,684,243
Total liabilities Baf 1,799,132 4,318,827 132,719 1,620 1,430,572 7,682,870
Capital expenditure EREX 1,185 48,307 82 248 111 49,933
RREBIZERER AT 2004F R 87



NOTES ON THE FINANCIAL STATEMENTS
R 75 3R 5 B &

(Expressed in Hong Kong dollars)

(BB 317R)

2 SEGMENT REPORTING (Continued) 2 PDEER@®E

(b) Geographical segments (b) HHESE
In presenting information on the basis of geographical segments, REEHEHEZIRERE - BB ERIREF T
segment revenue is based on the geographical location of customers. AR D 25 o BERE AN 9 8RR E & e
Segments assets and capital expenditure are based on the R27] .

geographical location of the operations.

2004
PRC
(other than
Hong Kong Rest Rest
Hong Kong  and Macau) of Asia of the
and Macau HE (B Japan [yl Europe world Total
ERRAM  REMERN AK HibhE BV At ek
$'000 $'000 $'000 $'000 $'000 $'000 $'000
i i Tr r i i i
Revenue from external RENREP
customers oflea) 364,175 6,393,888 72,338 289,211 156,595 68,074 7,345,181
Segment assets PREE 4849248 12,004,612 - - - - 16,853,860
Capital expenditure EREA
incurred during the year MERRY 769 206,080 - - - - 206,849
2003
PRC
(other than
Hong Kong Rest Rest
Hong Kong  and Macau) of Asia of the
and Macau TE (BB Japan [+ Europe world Total
BRREM  REMARM AR AtiE EVil A& 5
$'000 $'000 $'000 $'000 $000 $'000 $'000
fr fr I I i i fr
Revenue from external RENRER
customers :oflhe 478,133 3,214,998 83,153 288,999 191,954 72,718 4,329,956
Segment assets PREE 5,427,329 5,256,914 - - - - 10,684,243
Capital expenditure ERBA
incurred during the year HERRR 1,626 48,307 - - - - 49,933
3 TURNOVER 3 EER
The principal activities of the Group are the underwriting of non-life AEENFEZXBRREIASHRBRASREBZE
reinsurance and life insurance businesses. The Group also carries %o AEBOHEEEEERRRBRANEL - LA
on asset management business, insurance intermediaries business RAERBEL  HESEEY  BEBAES RE
and, to support its reinsurance and life insurance activities, holds RUERE -

securities, money market investments and property investments.
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NOTES ON THE FINANCIAL STATEMENTS
B 5 3 5 MY et

(Expressed in Hong Kong dollars)

(B ST)
3 TURNOVER (continued) 8 EERE ()
Turnover represents gross premiums written and income from asset EEBEEROARNREARSE  BAETERRBRHTN
management and insurance intermediaries businesses. The amount EBWA - FREEFBEPHANSIEE ZWHER
of each significant category of revenue recognised in turnover during HEeBEINMT -
the year is as follows:
2004 2003
$°000 $'000
FT Fr
Gross premiums written EERRNRELLE
Reinsurance business BIRERET 1,092,462 1,179,622
Life insurance business NSRS 6,217,608 3,079,503
7,310,070 4,259,125
Income from asset management business EEEEEBKRA 23,819 56,169
Income from insurance intermediaries business REEP T EHBA 11,292 14,661
7,345,181 4,329,955
4 OTHER REVENUE 4 H b Y &=
(@) Investment income and net gain (@ BEWARERTFH
2004 2003
(Restated)
(&%)
$°000 $'000
FT Fr
Investment income REBA
Dividend income from listed securities FIBEHFHREKA 44,687 10,790
Dividend income from unlisted securities FFLMESFHBESAA 1,137 1,369
Interest income from listed securities £ E A LB A 263,160 151,602
Interest income from unlisted securities IE ETH B ST B A 46,490 21,636
Other interest income H b F) 2 YA 59,246 54,780
Rentals receivable from operating leases EREERENHES 4,428 4,099
419,148 244,276
Net gain BERFH ~
Net realised and unrealised (losses)/gains FHESHEER R
on listed securities REL (BE)
Yok 5 A8 (39,854) 164,627
Net realised and unrealised gains/(losses) JE EThRE 25
on unlisted securities REB U
(B 18) F 5 22,019 (2,072)
Net exchange gains PEN WEHEE 32,917 27,789
Amortisation of discounts/(premiums) of BHEREST®R
dated debt securities Ca(B) # 35 22,312 (1,756)
Surplus/(deficit) on revaluation of BREMESHAR
investment properties (BAL) 14,060 (5,523)
Provision for diminution in value of L BHFREEE
listed securities ‘ (4,437) (10,526)
Write back of provision for B ER E R
diminution in value of: .
— listed securities — LhmES 26,400 =
— unlisted securities — 3 LEWmES — 2,321
73,417 174,860
Total FEkE 492,565 419,136
FREIFIZERAR AT 20045 R




NOTES ON THE FINANCIAL STATEMENTS

B %5 3R 5 B 5
(Expressed in Hong Kong dollars)
(LB 831 T)

4 OTHER REVENUE (Continued)

4 HiWzs @)

(b)  Other net income

(b) HEKAZREHE

90

2004 2003
(Restated)
(F751)
$°000 $'000
Fr For
Net loss on sale of fixed assets LEEEEERETHE (35) (21)
Amortisation of discounts of AN ERBRITEREE
interest-bearing notes (1,020) (170)
Others Hith 2,539 5,360
1,484 5,169
5 POLICYHOLDERS’ BENEFITS 5 REFE AFZ
2004 2003
$°000 $'000
Fr For
Claims B8 537,451 517,669
Surrenders RIRIBEE 272,388 68,461
Annuity and maturity payments F& REEMNRK 7,289 1,921
Policy dividends {REEH 4T 2,575 474
Change in provision for outstanding claims KRB REREE 187,226 224,930
1,006,929 813,455
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NOTES ON THE FINANCIAL STATEMENTS
B 75 3R & BT &E

(Expressed in Hong Kong dollars)
(LB ¥ 31T)

6 (LOSS)/PROFIT FROM ORDINARY ACTIVITIES 6
BEFORE TAXATION

BRBLAT B B (B518) 5 A

(Loss)/profit from ordinary activities before taxation is arrived at after

BBATE R RS (BR) a8 E kR

charging:
2004 2003
$°000 $'000
FT For
(a) Finance costs: (@ HKEAR:
Interest on interest-bearing notes AN EERERE 78,985 11,218
Interest on other loans EMERFE 5,429 8,620
84,414 19,838
(b) Staff costs: (b) BIRA:
Salaries, wages and other benefits e IB8K
H At | 55 320,525 163,664
Contributions to defined contribution plan BET EH R
st ElH R 30,687 15,629
351,212 179,293
(c) Other items: (c) HfbiEE :
Amortisation of goodwill [EEE 3
— subsidiaries NG 27,767 27,767
— associate — BE QT 3,745 3,745
Auditors’ remuneration 1% B R BN &
— audit services — ZEARTS 2,336 1,931
— tax services — BBRE 227 258
— other services — H bR - 203
Depreciation e 26,516 17,021
Operating lease charges in respect BERAMER
of properties LEHEEH 57,984 40,091
Issue costs in respect of interest-bearing BITANBER
notes issued BITEA — 10,424
7 DIRECTORS’ REMUNERATION 7 EEME

Directors’ remuneration disclosed pursuant to section 161 of the
Hong Kong Companies Ordinance is as follows:

RIBFB(R BRI F161EIRNESHESMOT :

2004 2003

$°000 $’000

Fr For

Fees we 665 400
Salaries and other emoluments FekEMmMe 6,689 6,502
Discretionary bonuses B TE B 4T 2,087 1,764
Retirement scheme contributions RIRET B K 492 478
9,933 9,144

RRBIBRIERAER AR 2004F
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B %5 3R 5 B 5
(Expressed in Hong Kong dollars)
(LB 831 T)

7

DIRECTORS’ REMUNERATION (Continued)

EEME @)

Included in the directors’ remuneration were fees of $665,000 (2003:
$400,000) paid to the independent non-executive directors during
the year.

In addition to the above remuneration, certain directors were granted
share options under the Company’s share option scheme. Details of
these benefits in kind are disclosed under the paragraph “Share
option scheme” in the directors’ report and note 36.

The remuneration of the directors is within the following bands:

EXTHERRERERAINBIUFERNTESZ2HS
665,0007T (ZZZ =4 : 400,0007T) °

B BB S - O EFRIBAR RN R B
BT R - ELENHGENFERRESSRES
h TR AR Bl — &6 R P EES6 -

MEEATHEEANNEEAZMAT :

2004 2003
Number of Number of
directors directors
$ 7T BEAH EEAH
Nil — 1,000,000 0 £ 1,000,000 10 6
1,000,001 — 1,500,000 1,000,001 £ 1,500,000 1 1
1,500,001 — 2,000,000 1,500,001 £ 2,000,000 1 1
2,000,001 — 2,500,000 2,000,001 £ 2,500,000 1 1
2,500,001 — 3,000,000 2,500,001 Z 3,000,000 1 1

8 INDIVIDUALS WITH HIGHEST EMOLUMENTS 8 RkeE AL

92

Of the five individuals with the highest emoluments, four (2003: four)
are directors whose emoluments are disclosed in note 7. The
emoluments in respect of the other individual are as follows:

ERfuMeReEHALF - O (CE2=F : @i
REF > AWM FBERNHET - 5—ALH
& T

2004 2003

$°000 $'000

FT For

Salaries and other emoluments FekEMmMe 641 660
Discretionary bonuses B TE fEAL 230 227
Retirement scheme contributions RIRETEIE K 91 96
962 983

The emoluments of the individual with the highest emoluments are
within the following bands:

ZUMEEREALTHMEEIATERA :

2004 2003

Number of Number of

individuals individuals

$ JT AE AE
Nil — 1,000,000 0% 1,000,000 1 1

China Insurance International Holdings Company Limited
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NOTES ON THE FINANCIAL STATEMENTS
B 75 3R & BT &E

(Expressed in Hong Kong dollars)

(LB ¥ 31T)
9 INCOME TAX IN THE CONSOLIDATED INCOME 9 BEEFRSERE
STATEMENT
(a) Taxation in the consolidated income statement represents: (@) HEBRERMTHBTES :
2004 2003
$°000 $°000
FT Fr
Current tax — Provision for EHRE —
Hong Kong Profits Tax BBFESHER
Tax for the year FEBNK 16,510 24,052
Over-provision in respect of prior years A FEEEZIR (307) (823)
16,203 23,229
Current tax — Outside Hong Kong EHHE - FBUN
Tax for the year FEBMK 397 —
Under-provision in respect of prior years NEFEEEFELR 328 =
725 —
Deferred tax i FE B 18
Origination and reversal of TEERE 2 BRE
temporary differences ] (69,179) 200
Effect of increase in tax rate on deferred tax EE s —HA—H
balances at 1 January BRERIEAE SR E - (311)
(69,179) (111)
Share of associates’ taxation L Eg e N B R IE 440 201
(51,811) 23,319

The provision for Hong Kong Profits Tax represents the Group’s
estimated Profits Tax liability calculated at the standard tax rate of
17.5% (2003: 17.5%) on its assessable profits from reinsurance, asset
management and insurance intermediaries businesses except for its
assessable profits from the business of reinsurance of offshore risks,
which is calculated at 8.75% (20083: 8.75%), one-half of the standard
tax rate.

Taxation outside Hong Kong is calculated at the rates prevailing in
the respective jurisdictions.

EBFEBHEMRIEAEMRERE BRE -
BEBEBERRBHPNEBHNETBGER - &
17.6% (C BT =4 : 17.5%) HEHER K&
G ERFER - BREEINRRKBRR
SRR a R AR ER KA — - /D
8.75% (=TT =4 : 8.75%) 1 & -

B8 I MEE R B R R A S BB BT
B -

RREBEBEER AT 2004F 3R
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R 75 3R 5 B &

(Expressed in Hong Kong dollars)
(LB 831 T)

B

9 INCOME TAX IN THE CONSOLIDATED INCOME 9 BEEHFEBEZX®
STATEMENT (Continued)

il

(b) Reconciliation between tax expense and accounting profit at (b) MEZBHARSABLUBAR RNAL :
applicable tax rates:

2004 2003
$°000 $'000
FT For
(Loss)/profit before tax Bian (F518) /FH (241,065) 82,280
Notional tax on (loss)/profit before tax, Fian (B518) /FEe
calculated at the rates applicable to FZEBZUA (B518)
(losses)/profits in the jurisdictions A EEREE =
concerned HRAMBERTE (105,386) (10,982)
Tax effect of non-deductible expenses AR & R 8
MIATE 116,952 65,024
Tax effect of non-taxable revenue TEBBUAR
HEge (59,973) (46,562)
Tax effect of unused tax losses R WERIM M AR
not recognised MIBBENRIEZE - 16,944
Tax effect of prior years’ tax losses AAFERIBEET
utilised this year REFBNRIBTE (3,865) (172)
Effect on opening deferred tax balances BN GF 38 IR R 8
resulting from an increase in tax rate EYIRER B A R
during the year TR - (311)
Under/(over)-provision in prior years NEFEE LR
(Z1R) 1 21 (823)
(52,251) 23,118
Share of associates’ taxation {hHg & A RIBIE 440 201
Actual tax (credit)/charge ERFEESR) X H (51,811) 23,319
10 (LOSS)/PROFIT ATTRIBUTABLE TO 10 BEREN (B5E) &F
SHAREHOLDERS
The consolidated (loss)/profit attributable to shareholders includes a IR FEAE (B518) m M BE—E B I ARA TR
profit of $72,222,000 (2003: $39,825,000) which has been dealt with ) FI72,222,0007T (ZZEZ =4 : 39,825,000
in the financial statements of the Company. JT) °
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B R R & M AT

(Expressed in Hong Kong dollars)

(LB ¥ 31T)
11 DIVIDENDS 11 KRE
(a) Dividends attributable to the year (@ FTEEEERE
2004 2003
$°000 $’000
F Fr
Interim dividend declared and paid of $nil EEIRF KR E
(2003: 1.2 cents) per share FR%0.01l
(Z2T=%F:
Fh1.21L) - 15,935
Final dividend proposed after @EE AR ER R B S
the balance sheet date of $nil & /%0.01lL
(2003: 1.2 cents) per share —ET=F:
FR%1.240) - 15,977
- 31,912

(b)

The final dividend proposed after the balance sheet date has not
been recognised as a liability at the balance sheet date.

Dividends attributable to the previous financial year, approved and
paid during the year

(b)

FRERNBERRPARSEIAREEERERRAE -

BRE—ERREE  IRERFERERITHRE

2004 2003
$°000 $'000
Fr Frr
Final dividend in respect of the BRE—EMEREE -
previous financial year, approved RIBAVINCI=E ;908
and paid during the year, of 1.2 cents TR REAIRE
(20083: 1.5 cents) per share .21
(=BT =F:
FHE1.51L) 15,980 19,889

12 (LOSS)/EARNINGS PER SHARE 12 BR (H#E) &R

(a) Basic (loss)/earnings per share () BREX@ERE) BA
The calculation of basic (loss)/earnings per share is based on the BER(BE) BIZZRBRRENER
loss attributable to shareholders of $22,935,000 (2003: profit of 22,935,000 (ZZZ =4 : /##140,753,0007T) -
$140,753,000) and the weighted average of 1,331,311,925 ordinary RERXNBEETEBRE MEFH201,331,311,9250%
shares (2003: 1,326,609,342 shares) in issue during the year. (ZEZT =4 : 1,326,609,342%) 5T & ©

(b) Diluted (loss)/earnings per share (b) ERE®EE EE) BA

The calculation of diluted (loss)/earnings per share is based on the
loss attributable to ordinary shareholders of $22,935,000 (2003: profit
of $140,753,000) and the weighted average number of
1,341,031,979 ordinary shares (2003: 1,340,613,873 shares) after
adjusting for the effects of all dilutive potential ordinary shares under
the Company’s share option scheme.

Fik#g (BR) BNERBRRERSEBA
22,935,0007T (ZFF =4 : j#7140,753,0007T) &
BRAR AR B ABEEEE Y BN ER
R 1 5 B 45 1 ) 3 9 R AR 39 8401,341,081,979
B (=B Z =4 : 1,340,613,8730) 5t # -

PREIRZERER AT 2004558
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R 75 3R 5 B &

(Expressed in Hong Kong dollars)

(LB 831 T)
12 (LOSS)/EARNINGS PER SHARE (Continued) 12 BR (EE) &R @
() Reconciliations () HER
2004 2003
Number of Number of
shares shares
ROEE R EE
Weighted average number of ordinary shares RETEBRER
used in calculating basic (loss)/earnings per share (E18) /BFIH
T Im AN e 15 R B 1,331,311,925 1,326,609,342
Deemed issue of ordinary shares for RAEREEITN
no consideration T i AR AR 2R 9,720,054 14,004,531
Weighted average number of ordinary shares RETE BIREE
used in calculating diluted (loss)/earnings per share (E18) /&BFIH
EIm AN e 15 AR B 1,341,031,979 1,340,613,873
13 FIXED ASSETS 13 EEEE
(@)  The Group (a) AEE
Landand  Furniture and
buildings fixtures Computer Motor Investment
THE FER equipment vehicles Sub-total properties Total
&N BE%E EHRE RE Nt RENE k]
$000 $000 $000 $000 $000 $000 $000
i T T T T i i
Cost or valuation: ARG A :
At 1 January 2004 R2004%1A1H 230,431 35,109 43,213 14,993 323,746 104,835 428,581
Exchange adjustments EX@% (287) (67) (102) (42) (498) - (498)
Additions BE 169,591 5,834 20,339 11,085 206,849 - 206,849
Disposals & - (146) (1,826) - (1,972 - (1,972
Surplus on revaluation ELnY - - - - - 14,060 14,060
Reclassification HERE - (5,171) 5,171 - - - -
At 31 December 2004 20045128318 399,735 35,559 66,795 26,036 528,125 118,895 647,020
Representing: f%:
Cost A 399,735 35,559 66,795 26,036 528,125 - 528,125
Valuation — 2004 18 — 2004 - - - - - 118,895 118,895
399,735 35,559 66,795 26,036 528,125 118,895 647,020
Accumulated depreciation: ZithE:
At 1 January 2004 R2004%1A1H 86,033 14,422 16,770 4,484 121,709 - 121,709
Exchange adjustments EX@E (20) (18) (51) (17 (106) - (106)
Charge for the year REEHE 6114 4,991 12,015 3,29 2,516 - 2,516
Written back on disposal L ENED - )] (1,627) - (1,698) - (1,698)
Reclassfication PEEE - (1,109) 1,105 - - - -
At 31 December 2004 H2004E12A31H 92,127 18,219 28,212 7,863 146,421 - 146,421
Net book value: FHFE:
At 31 December 2004 H2004E12A31H 307,608 17,340 38,583 18,173 381,704 118,895 500,599
At 31 December 2003 H2003E12A31H 144,398 20,687 26,443 10,509 202,037 104,835 306,872
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B R R & M AT

(Expressed in Hong Kong dollars)

(LB ¥ 31T)
13 FIXED ASSETS (Continued) 13 EEE (&)
(b)  The Company 7 N/NG|
Furniture
and fixtures Motor
RAR vehicles Total
BE#EE AE HEg
$000 $’000 $000
For Fr For
Cost: AR
At 1 January 2004 R2004%F1 818 2,889 1,671 4,560
Additions ®E 75 - 75
Disposals HE (11) - (11)
At 31 December 2004 R 2004F12A31H 2,953 1,671 4,624
Accumulated depreciation: ZIHinE -
At 1 January 2004 K 2004%F1 818 1,662 782 2,444
Charge for the year REZHE 576 340 916
Written back on disposal H £ B 12 [o] (4) - (4)
At 31 December 2004 R2004F12A31H 2,234 1,122 3,356
Net book value: BREDFE ¢
At 31 December 2004 R 2004F12A31H 719 549 1,268
At 31 December 2003 7R 2003F12A31H 1,227 889 2,116
(c)  The analysis of net book value of properties is as follows: VIEEEFENDTAT
The Group
AEHE
2004 2003
$°000 $’000
Fr For
In Hong Kong BE
— Long leases — REHEE 131,843 111,605
— Medium-term leases — RHE 13,901 10,234
Outside Hong Kong BB LA =
— Long leases — RHEEE 23,000 33,730
— Medium-term leases — RHAE 257,759 93,664
426,503 249,233
FIREIFZERER AT 200453
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(Expressed in Hong Kong dollars)

98

(LB 831 T)

13 FIXED ASSETS (Continued) 13 EBEEEE #®)

(d)  Investment properties of the Group were revalued at 31 December  (d) ZAEENEENEER-_ZTNF+_A=+—HK
2004 by an independent firm of surveyors, RHL Appraisal Limited, BB ERTT — XFITTEBMBRAR (ZT
who have among their staff Associates of the Hong Kong Institute of EEBEETERNEMBEEE) UB2EBERRK
Surveyors, on an open market value basis calculated by reference WAENNFHEEBMA AR EFEEESHHHE -
to net rental income allowing for reversionary income potential. The #%(14,060,0007T (ZZFZ =4F : E5445,523,0007T)
revaluation surplus of $14,060,000 (2003: deficit of $5,523,000) has NWEGHABRELABEERA FE4)
been recognised in the income statement (note 4).

(e)  The Group leases out investment properties under operating leases. ) AEBEUKEHERLREYE -SLHAE—RVD
The leases typically run for an initial period of two years, with an RE—F  WEBRBEELEIHEEES  ERNME
option to renew the lease after that date at which time all terms are R A BFEE - HENKBERTGEFR - A
renegotiated. Lease payments are usually reviewed annually to reflect KBTS HE SEHENTEERARSE -
market rentals. None of the leases includes contingent rentals.

The gross carrying amounts of investment properties of the Group AREERFELZHENREYENRELAEAR
held for use in operating leases were $85,737,000 (2003: 85,737,0007T (ZZZ =4 : 67,520,0007T) °
$67,520,000).
The Group’s total future minimum lease payments under non- AR BRI ] R IR B0 A & T B 1E B 12 B SR K 7E
cancellable operating leases are receivable as follows: ERNREENAT :
The Group
AEHE
2004 2003
$°000 $°000
FT Fr
Within 1 year 1F R 3,135 4,013
After 1 but within 5 years 1F&EB5FR 1,630 3,558
4,765 7,571
14 GOODWILL 14 HE
The Group
rEE
$'000
Fir
Costs: B
At 1 January and 31 December 2004 7K 2004%1 H1H Kk2004F12H31H 555,358
Accumulated amortisation: - £
At 1 January 2004 200451818 49,406
Amortisation for the year F N 27,767
At 31 December 2004 R2004F12H31H 77,173
Carrying amount: BREFE
At 31 December 2004 R2004F12A31H 478,185
At 31 December 2003 R 2003F12A31H 505,952
Goodwill is amortised on a straight-line basis over twenty years. PMEBNEREE-TFREH -
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B 75 3R & BT &E

(Expressed in Hong Kong dollars)

(LB 37R)
15 INVESTMENTS IN SUBSIDIARIES 15 RBARNEE
The Company
PN
2004 2003
$°000 $°000
7T T
Unlisted shares, at cost e Em RS (BA) 1,844,859 1,096,583
The following list contains details of the Company’s principal TREHIAR B EZH B QR RARETIZB
subsidiaries at the date of this report. The class of shares held is FIE - BRIESEHA - TRIFMFEORMERELT A
ordinary unless otherwise stated. fi% e
All of these are controlled subsidiaries as defined under note 1(d) ZEM B A B A M 1 (d) T 57 Y R I B A
and have been consolidated into the Group’s financial statements. Al WEARERAEERNPTBREA
Proportion of
ownership interest
ElEREAAN
Place of Particulars
incorporation of issued Group’s held
and and paid effective by the held by
operation up capital interest Company subsidiary Principal
Name of company Ealiio A BEITRAR AEEH PN ] activity
ARER REBE RAKFE BRES PR AREE TEEH
China International Hong Kong Ordinary 100% — 100% Reinsurance
Reinsurance Company 25 $180,000,000 business
Limited Deferred BRBRER
(Note (i) $600,000,000
FEERBRRER AR T
(zH0)) 180,000,0007T
600,000,0007T
China Insurance Hong Kong $130,000,000 100% 100% — Asset
Group Assets B 130,000,0007T management
Management Limited business
HREEAEERARARA BEEREHK
SINO-RE Reinsurance Hong Kong Ordinary 100% = 100% Insurance
Brokers Limited e $4,000,000 broking
(Note (i) Deferred fRE R
EEERRERERAR $1,000,000
(&) L
4,000,0007T
1,000,0007T
Tai Ping Life Insurance PRC RMB 50.05% 50.05% = Life
Company, Limited H 2,330,000,000 insurance
(Note (i) AR business
AFEASRBRERAA 2,330,000,0007T AERBES

(&(i)

o RER AR A A
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B %5 3R 5 B 5
(Expressed in Hong Kong dollars)
(LB 831 T)

15 INVESTMENTS IN SUBSIDIARIES (Continued)

15 RHELXINRKRE @)

(48 )

Proportion of
ownership interest
EEERE AL
Place of Particulars
incorporation of issued Group’s held
and and paid effective by the held by
operation up capital interest Company subsidiary Principal
Name of company Bl A BETRAR AEBEH NG| ZHE activity
AREHE REEHH RAHFE BERES PR AREE TEER
Quicken Assets Limited BVI/ US$1 100% 100% — Property
Hong Kong e holding
RRERR REME
HS/BE
CIIH (BVI) Limited BVI/ US$1 100% 100% — Financing
Hong Kong e BE
RBHMR
e/ A
Notes: B it
(i) Holders of the non-voting deferred shares in CIRe or SINO-RE are not (i) R EERREENEREERTRNDNHE AER
entitled to share profits, receive notice of or attend or vote at any general BASELARAEF - WEUE LR R AR R E F
meeting of these companies. On the winding-up of these companies, the REHBA  HERFEERGHAER LRE - 5
holders of the non-voting deferred shares are not entitled to the distribution LREERE  BEREREERONITEAERED
of the net assets of these companies for the first $100 billion; the balance 5 LA 7] B 100,000,000,000 W EEFE : BiBH
of net assets, if any, over the first $100 billion shall be distributed among 100,000,000,0007T H) & = FE 158 (2n45) BIR IR E
the holders of the ordinary shares and non-voting distributed shares pari BRREREEECROIEE AT BNERERLH
passu among themselves in proportion to their respective shareholdings. ETHE ©

(i) The company is a PRC limited company.

16 INTEREST IN ASSOCIATES

(ii) ZARR—HTFRERAF -

16 NEEQFMNER

100

The Group The Company
RE PN

2004 2003 2004 2003
(Restated) (Restated)
(E75) (&=270))
$’000 $°000 $’000 $’000
Fr Fr FT Fr
Unlisted shares, at cost IE LR (B A) - — 455,930 220,323
Share of net assets Fr{h & EFE 248,500 61,062 — —
Goodwill [EES 102,192 66,616 - —
Amounts due from associates i NI ] 903 58 882 58
351,595 127,736 456,812 220,381
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B R R & M AT

(Expressed in Hong Kong dollars)

(AE#SR)

16

INTEREST IN ASSOCIATES (Continued)

16 RBHE D DHES )

i

The following list contains details of the Company’s principal

associates, all of which are unlisted corporate entities:

TREFIARANE BB ERBFE - REHERF
BRI RIELEMAEER :

Proportion of
ownership interest

LR LA
Place of Particulars
Form of incorporation of issued Group’s held
business and and paid effective by the
structure operation up capital interest Company Principal

Name of associate ERER AR L K BETR AEEH PN activity

ARER iz Bews EHR A AE BRES PR TEEH

The Tai Ping Insurance Incorporated PRC RMB 40.025% 40.025% Non-life
Company, Limited * T A L H 1,000,000,000 insurance

(Note (a)) ARHE EASRR

ATRBERAR - 1,000,000,0007T

(@)

Huatai Insurance Incorporated PRC RMB 25% 25% Insurance
Agency & Consultant T A L H 23,281,000 agency and
Service Ltd * ARE consultancy

ERRBELBRAR 23,281,000 RERAER

KR

CMT ChinaValue Incorporated Hong Kong $1,000 46% 46% Advisory
Capital Advisors T AL A% 1,0007% 7T services
Limited B R%

CMT ChinaValue Limited Cayman US$10,500,001 28.58% 28.58% Investment
Capital Partners, L.P. partnership Islands/ 10,500,001% 70 holding

BBA¥LE Hong Kong REER
NEHE /AR

Notes:

(a) On 26 November 2004, the Group has entered into a conditional option
deed with ICBC (Asia) pursuant to which each of CIHC and the Group has
agreed to grant the right to ICBC (Asia) at nil consideration to acquire
from CIHC and the Group 2.475% and 9.975% respectively of the equity
interest in TPl at an aggregate consideration of RMBO0.125 billion within
six months from the date of the option deed, or such later date as the
parties may extend pursuant to the terms of the option deed. Each of the
CIHC option and the Group option will be exercisable at the option of
ICBC (Asia), and if exercised by ICBC (Asia), has to be exercised in full

and simultaneously.

* The above companies are PRC limited companies.

Hfat

a) RZZTWF+—A=+"B  AEBETRFMNE
71 T A R RR - Rt - P BMRER (AR A%
B[R E A EREA XA TRIEMNE S —EER - 5
RTEKZ 1% + TREM TR EARER R B #e st/ E A
RISk 2 B 75 IR IR ER R 2R eV IR SR FTIE R 9 B 4% B HA AT
AR MARERR(ZER) RAEEUAARYE
125,000,0007T 4 il A T AR £92.475% &% 9.975% AR
AR o 1TEF BIR K (FEAR) Hig A% B AL
B IEREMARE - MBS A h THREMN R
2EITHE -

* LHRFE BT EERAA] -
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NOTES ON THE FINANCIAL STATEMENTS

B R R & M AT

(Expressed in Hong Kong dollars)

(LB 831 T)
17 INVESTMENTS IN SECURITIES 17 BHEERE
(@)  The Group @ A&
Central Banks and
governments other
and central Public financial
banks sector institutions Corporate
FREFR entities  SRTREM entities Others Total
FRBAT DHEE SREE AAEE Hfth am
$'000 $'000 $'000 $'000 $'000 $'000
i I I i i i
At 31 December 2004 R2004512A81A
Held-to-maturity debt securities BEEHHNERES
Listed outside Hong Kong BBNMER ET 4,844,946 134,204 1,658,761 1,816,293 26,830 8,481,124
Unlisted i 74,94 7,576 79,059 347,835 - 509,411
4,919,887 141,870 1,737,820 2,164,128 26,830 8,990,535
Other investments e
Listed debt securities tmEBES
— outside Hong Kong - FENMEE 3,236 - 107,310 146,389 23,728 280,663
Listed equity securities LiRAES
— in Hong Kong -BE 6,840 1,701 42,697 315,518 4,296 371,052
— outside Hong Kong —BENMLE - - 39,972 138,111 - 178,083
Listed unit trusts and mutual funds ITTENEFESREEES
— outside Hong Kong ~BANME - - - 12,273 894,173 906,446
Unlisted debt securities FLEmERES - - 434,544 77,115 - 511,659
Unlisted equity securities FEmRAES - - - 11,243 - 11,243
10,076 1,701 624,523 700,649 922,197 2,259,146
4,929,963 143,571 2,362,343 2,864,777 949,027 11,249,681
Market value of listed LmEFME(RER
securities (including EERRH—FR
listed held-to-maturity HMEEEEEY
securities maturing LmEH)
within one year of
the balance sheet date) 4,685,803 144,735 1,853,300 2,238,009 948,928 9,870,775
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B R R & M AT

(Expressed in Hong Kong dollars)

(LB ¥ 31T)
17 INVESTMENTS IN SECURITIES (Continued) 17 BHEERE @)
(@)  The Group (Continued) @ AEERE
Central Banks and
governments other
and central Public financial
banks sector institutions Corporate
FREFR entities  SRTREM entities Others Total
FRBAT DHEE SREE AAEE Hfth am
$'000 $'000 $'000 $'000 $'000 $'000
i I I i i i
At 31 December 2003 #2003%12A31H
Held-to-maturity debt securities BEEHHNERES
Listed outside Hong Kong BEIMEE E T 802,587 97,128 1,831,658 1,236,094 10,172 3,977,634
Unlisted i 113,184 7,535 674,468 344,463 - 1,139,650
915,771 104,658 2,506,126 1,580,557 10,172 5,117,284
Other investments A
Listed debt securities R ES
— outside Hong Kong —EBIME - - 216,367 175,691 = 392,058
Listed equity securities FmAES
— in Hong Kong &5 - 23,063 45,715 317,418 3,239 389,425
— outside Hong Kong ~BAENIME - - 26,043 105,372 = 131,415
Listed unit trusts and mutual funds IhENERHESREEES
— outside Hong Kong - BBIME - - - 17,951 330,460 348,411
Unlisted debt securities FEMEHES - - 31,052 217,798 = 248,850
Unlisted equity securities FETRAES - - = 11,232 = 11,232
- 23,063 319,177 845,462 333,699 1,521,391
915,771 127,711 2,825,303 2,426,019 343,871 6,638,675
Market valus of listed FEFTE (BER
securities (including listed EERRH-ER
held-to-maturity securities HMEEEEY
maturing within one year EmE#)
of the balance sheet date) 804,604 130,586 2,138,121 1,851,398 343,567 5,268,276
FIREIFZERER AT 200453
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B R R & M AT

(Expressed in Hong Kong dollars)

104

(LB 831 T)
17 INVESTMENTS IN SECURITIES (Continued) 17 FBHERE @)
(@)  The Group (Continued) (a) REE (&)
During the year ended 31 December 2004, held-to-maturity securities HETTMFF+_A=1+—HI ' AEEERTE
with an amortised cost of $553,724,000 (2003: $73,748,000) and EHBERL 2% - #E(E553,724,0007T (ZTT =
$364,889,000 (2003: $nil) were disposed of and reclassified as other £ : 73,480,0007T) B HK AN FE Z R HEBKE
investments respectively as a result of the Group’s assets and FHomH i (B {E364,889,0007C (T =4 : #)F,
liabilities matching review. BHERANFEEINEBESFERSOBERE MR
The Group’s unlisted equity securities include an investment of REBAIE EHIRATE 5 81 /88,000,000 (ZF
$8,000,000 (2003: $8,000,000), representing a 20.0% (2003: 20.0%) T =4F : 8,000,0007T) H1ZE + HHERERBIRZH)
equity interest in Dragon Jade, a joint venture company established AENR—BEEMN20.0% (ZET=F : 20.0%) I&
in the PRC engaged in the development and operation of an industrial B o ZARIN R R ER RS E —BALR T BRI
property complex in Shenzhen, the PRC. In the opinion of the TEZAANE - BEMRA  ARAEETREHZA
directors, the Group is not in a position to exercise significant RIS RISERRBIEBEANTE N - EERAR
influence over the financial and operating policies of that company % ©
and accordingly, the equity accounting method has not been adopted.
The held-to-maturity debt securities include an amount of BREZIHNELSEFEER —FRIBEER
$127,620,000 (2003: $106,222,000) which are due to mature within 127,620,0007T (ZZZ =4 : 106,222,0007T) HI{EH
one year. B o
(b)  The Company (b) AT
2004 2003
$°000 $°000
Fr Fr
Other investments Hmig &
Listed debt securities LETEBES
— outside Hong Kong — BB IR 86,599 16,535
Listed equity securities ETIRAE
— in Hong Kong — & 135,115 96,392
— outside Hong Kong — FB LA R 83,378 45,354
Unlisted debt securities I EMEBES 284,191 —
589,283 158,281
Market value of listed securities FHESFTE 305,092 158,281

China Insurance International Holdings Company Limited

During the year ended 31 December 2003, held-to-maturity securities
with an amortised cost of $73,480,000 were disposed of at a profit
of $8,743,000 as a result of the Group’s assets and liabilities matching
review. There is no such disposal during the year ended 31 December
2004.

Annual Report 2004
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NOTES ON THE FINANCIAL STATEMENTS

B 15 3R 5 B aE
(Expressed in Hong Kong dollars)
(LB ¥ 31T)

18 SECURITIES PURCHASED UNDER RESALE

AGREEMENTS

Bl

ANREES

I

18 E

!

All securities purchased under resale agreements are expected to

be recovered within one year.

19 AMOUNTS DUE FROM/(TO) GROUP COMPANIES

MBEBEANRERFBAHIR —FAQAK -

19 BY/(BM)EERDARE

(a) Due from group companies

(@) MWEERLDRE

The Group The Company
RE KA T
2004 2003 2004 2003
(Restated) (Restated)
(&751) (&%)
$°000 $'000 $°000 $'000
Fir Fr Fr For
Amount due from the FE W B AR R AR
ultimate holding company AEIFIA 470 — - —
Amount due from the e B BT AR
immediate holding A EIFIAE
company - 179 - 179
Amounts due from JE B B A Bl IR
subsidiaries - — 272,182 1,583,941
Amounts due from fellow FE USR] 2 B
subsidiaries A BEIIE 85 3,256 - —
555 3,435 272,182 1,584,120

(b) Due to group companies

(b) ENEERDQFRKE

The Group The Company
REH PN
2004 2003 2004 2003
$°000 $’000 $°000 $’000
For Fr Fr Fir
Amount due to the P& B AR 1R AR
ultimate holding company ABEIIE 145 — 65 —
Amount due to the FER B EER
immediate holding A EIFIAE
company - 184 - =
Amounts due to AR EPNGIE
subsidiaries - — 1,353,712 1,351,209
Amounts due to fellow FEAS R 2 B /8
subsidiaries NI 129,334 129,336 - —
129,479 129,520 1,353,777 1,351,209

FEASS R Z Y 8 A Bl 51 E 2.4E A £0129,333,0007T (= F
T =1 : 129,336,0007T) KA AEER - REKE(E
B WARBSZEEFEN.8% T8 °

The amounts due to fellow subsidiaries include an amount of
$129,333,000 (2003: $129,336,000) which is unsecured, repayable
on demand and bears interest at LIBOR plus 1.8%.
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B R R & M AT

(Expressed in Hong Kong dollars)

(LB 831 T)
19 AMOUNTS DUE FROM/(TO) GROUP COMPANIES 19 [~ (FEf) EBRA A KB
(Continued)
(b) Due to group companies (Continued) (b) ENEERDFIEHE)
The amounts due from subsidiaries include an amount of $nil (2003: EBURHMBEARREBEEERERT L (ZTET=F
$1,352,128,000) which is unsecured, repayable within one year, and 1,352,123,0007T) HIB A EE IR - R—FREE - I
bears interest at a fixed rate of 5.8%. LA E 7 £5.8% &H8 o
The amounts due to subsidiaries include an amount of FERTB A RIS IR 045 A 201,3563,712,0007T (==
$1,353,712,000 (2003: $1,351,209,000) which is unsecured, =% :1,351,209,0007T) RIEAEER - R—F1&E
repayable after more than one year and bears interest at a fixed rate 2 WAEEFE6.03% 58 °
of 6.03%.
Other amounts due from/(to) group companies are unsecured, HihpEd, () SEARBESERR - 28
interest free and repayable on demand. WERERFEE -
20 INSURANCE DEBTORS 20 REaZEFEWIRK
The Group
REE
2004 2003
$°000 $’000
Fr Fr
Amounts due from insurance FEWRBE R P &
customers and suppliers R pER A 210,281 291,270
Deposits retained by cedants DIRARBHIRE 88,530 95,520
298,811 386,790
All of the insurance debtors are expected to be recovered within one FR B (R b= P FE W AR SR TE HA 72 — F 2 SR A LA [E]
year.
Amounts due from insurance customers and suppliers include FEMR IR 5 R 44 8 75 0 1B /B0 5 1B W [R) R BfT B 2 A1 K
amounts due from fellow subsidiaries of $4,815,000 (2003: 184,815,0007T (ZEZ =4 : 59,754,0007T) * A
$59,754,000) which are trade related in nature. HIEBEHEME -
The following is an ageing analysis of amounts due from insurance FEMK IR Bz 25 o T i e AR (B IR RIEBR T E 5 12
customers and suppliers (net of specific allowances for bad and HFEE) - HERESOMAOT ¢
doubtful debts):
The Group
AEE
2004 2003
$°000 $°000
FT Fr
Not yet due R E 5 135,057 180,260
Current REEH 51,191 83,818
More than 3 months but less than 12 months g RO NS RIZRZZNN
12 & A 18,657 14,677
More than 12 months tBiE 12 1@ A 5,376 12,515
210,281 291,270
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B 75 3R & BT &E

(Expressed in Hong Kong dollars)

(B T)
21 OTHER DEBTORS 21 HAbEUWERFR
The Group The Company
rEEH b YN
2004 2003 2004 2003
$ ‘000 $’009 $’OO(_J $ ‘000
Fr Fr Fr Fr
Advanced payment for BANTEEE
acquisition of TPP IRERTEFT K
(Note (a)) (3% (a)) 139,108 — - =
Other debtors, deposits b fE U AR SR
and prepayments B REMNR
(Note (b)) ‘ (3%(b)) 212,019 140,769 5,988 3,218
Loans and advances BERRER
(Note (c)) (7t(c)) 38,845 28,997 - =
389,972 169,766 5,988 3,218

Notes: it

(a) On 9 July 2004, the Group entered into a conditional shareholders’ (@) RZZTEFLANE  FEERAFRE - @M
agreement with TPI, Fortis and CIHC to form a new joint stock limited HBRER (H2RR) AT — 10 A IR OBRER B - B —
company, namely TPP (the “TPP Shareholders’ Agreement”). Upon HRARATFEZRBOFTROBRAA ([KEEER
establishment, the Group will have an effective control of 74.0% equity B EE]) - ERARERKIL 2% @ AEEBE
interest in TPP and TPP will become a subsidiary of the Group. At the BERHEBAFEZRBRT40%BNER - KFEZRBIE
extraordinary general meeting of the Company held on 25 August 2004, KAREE—FKHBAR - RZZEZMNFNA -+
the independent shareholders of the Company approved the conditional BARRRRITTRREINAEG - EAG EARRNE
TPP Shareholders’ Agreement. However, because certain conditions SRERALE T 2O B IREN AT RERBIR TGS -
precedent as stated in the TPP Shareholders’ Agreement have not been AT - ERRA 5pE R P 21 BR O AR 41378 BB R R RK
fulfilled, TPP had not been established and had not commenced operation AR TN F+=A=+—HBARFEEZRBRA
as at 31 December 2004. Therefore, the total investment into TPP by the ERXK KB - At - REEBRBEKFEZRE
Group is included as advanced payment at 31 December 2004. KB ESRE  R_TTENF+_A=+—HEBHE

BIERMR -

(b) Included in other debtors is an amount of $nil (2003: $2,587,000) which (b) Hi KRR eEEES T (CTT=F : 2,587,000
represents unrealised gains on dealing in off-balance sheet financial TEGERAEEABRUMIIEBRTIANKRERF
instruments at the balance sheet date. e

() Loans and advances are repayable with the following terms: (© ERRBREERAT -

2004 2003 Interest Repayment
$°000 $°000 rate term
Fr For H| = B

Secured loans: BEPIRBERK :
— to policyholders - REFAA 14,137 4,289 45— 4.7% less than
6 months
. N E A AR

Unsecured loans: R E K
— to a fellow subsidiary — BTRZRKBARR 4,830 4,830 free & 8 on demand
A E SRR (E R
— to third parties —BKTE=RH 19,878 19,878 8% 10 years
10
38,845 28,997
22 PLEDGED DEPOSITS AT BANK 22 BEIEBRITEN

The Group has pledged bank deposits of $76,533,000 (2003:
$70,603,000) to banks to secure letters of credit issued on behalf of
the Group, including that used for the investment in a Lloyd’s
corporate vehicle (note 39(i)).

REBE K —E5#76,533,000 L (ZTEE=4F :
70,603,0007T) KRITIFFER T IRT - ERAKE

BHERNR  EARNKRE-—RER
i A 32 B9 22 ) 7 B A9 4= AR (Y

o RER AR A A

2ELE KM
39(i) FIHEAR ©

2004 4F
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R 75 3R 5 B &

(Expressed in Hong Kong dollars)
(LB 831 T)

23 DEPOSITS AT BANK WITH ORIGINAL MATURITY 23 [RZIHABB=EAWRITHER
MORE THAN THREE MONTHS

A subsidiary of the Group has placed $437,947,000 (2003: ANEE B R RIREF BB BREERO R E
$197,007,000) with banks as a capital guarantee fund, pursuant to —% 5#0437,947,00070 (ZFZ =4 : 197,007,000
the relevant PRC insurance rules and regulations. The fund can only T0) MRIBIERIRTT - (FABARREES - ZERE
be used with the prior approval of the relevant authorities in the event RAUEZM B R R TREERAT ER a8 N ERkER8
that the PRC subsidiary cannot meet the statutory solvency B WSRIEBBFEFIE - FREA o
requirements or goes into liquidation.
24 CASH AND CASH EQUIVALENTS 24 BERBEZEEY
The Group The Company
REH b N/NE
2004 2003 2004 2003
$°000 $’000 $°000 $'000
FT Fir FT Fr
Deposits with banks and other REE A L R3ME A
financial institutions with B ER1T R EL A
original maturity less than B FS I 17 K
three months 851,691 763,563 47,014 128,402
Cash at bank and in hand RITRFHEES 1,372,900 877,902 31,976 43,682
Cash and cash equivalents FEERBERK
in the balance sheet and RERERNES
cash flow statement KBS EEY 2,224,591 1,641,465 78,990 172,084
25 INSURANCE FUNDS 25 BHREHES
The Group
AEE
2004 2003
$°000 $'000
Fr For
Gross FHE 352,225 354,611
Less: Reinsurers’ share B DIRAFTE SRS (40,103) (49,872)
312,122 304,739
As at 31 December 2004, the current portion of insurance funds is R-ZTNE+—A=+—H  EFEEELHENEE
$312,122,000 (2003: $302,131,000). 1 /5312,122,0007T (= FZ = 4: 302,131,0007T) °
26 LIFE INSURANCE FUNDS 26 SREMTEES
The Group
AEHE
2004 2003
$°000 $'000
FT Fr
Gross EREE 9,504,796 4,131,407
Less: Reinsurers’ share B DIRAFTE B D (17,372) (13,022)
9,487,424 4,118,385
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B 5 ¥ 5 BT RE

(Expressed in Hong Kong dollars)

(LB ¥ 31T)
26 LIFE INSURANCE FUNDS (Continued) 26 ERSETEES @
As at 31 December 2004, the current portion of life insurance funds R_TTNFF+_A=+—H SBRECERESH
is $204,435,000 (2003: $136,718,000). BN ER Z81n £ 204,435,000 (Z 2T = F
136,718,0007T) °
During the year ended 31 December 2004, a subsidiary of the Group HE-ZETMOF+_A=+—Hik - x5E—EKHB
changed its basis of estimate in respect of its life insurance funds. ARIRE TERSRETEES S ET A - A=
Effective 1 January 2004, the Group’s appointed actuary has adopted TENFE—A—HRE  AEEZENBERMERF
the Net Level Premium approach, in which the assumptions used in FIRERE - REAE R RRBREENBEGE
assessing the actuarial valuation of future insurance liabilities reflect ZBRBREEEBEHAEREENTAEE - ALK
management’s assessment of the most likely outcome of future policy BHReRORKAELRBERLNAE : LREBRES
cash flows subject to reasonable and prudent allowances, and a FEREBEREHEBHEBKAE - BEETRERES
deferral approach on the acquisition costs related to the acquisition AR CITHERERREER  REFMREZARRE
of new business, including but not limited to commissions, WA HRBR I FE R BB B AR R BUS #TIR EAVAE
underwriting, marketing and policy issue expenses, in so far as there B AN D E - RKIAEFE - RBEEERBEAEN
are sufficient margins in the future premiums of the new policies to REERBE N EEIRTE + MZEERFRAERE
fund the amortisation of the acquisition costs over the life time of MR R I TS 2 AN o BIRFTE 750% - FIE#
the policies. In prior years, the insurance liabilities were determined BERBENHARNE S TOMESR - EERR/ENZ
based on an insurance solvency basis prescribed by statute which FHEET AR (R AN 5 B BB RN R AP B = B2ARER A 7]
allowed an implicit credit for acquisition costs subject to limits IR AW AR « AN S st AL EEH
prescribed by statute. Under the new approach, profits are expected B R EEETT A EERRFEGRHERA - £
to emerge on a level basis over the life of the insurance contracts. REE - ARERLE T - ARERFEERR D>
The directors consider that the change of basis of estimate will allow T47,997,0007T °
the Group to conform with approaches adopted by major international
and PRC insurance companies. The adoption of the revised basis of
estimate is non-retroactive. The new basis of estimate will be
consistently applied in future years. As a result of the changes in
basis of estimate being taken up in the year, the Group’s net loss for
the year decreased by $47,997,000.
27 PROVISION FOR OUTSTANDING CLAIMS 27 RRBRERH
The Group
REE
2004 2003
$°000 $°000
Fr Fr
Gross FEEERE 2,010,007 1,801,095
Less: Reinsurers’ share B BREBRARNGME (428,041) (406,355)
1,581,966 1,394,740

At 31 December 2004, the current portion of provision for outstanding
claims is $409,084,000 (2003: $326,020,000).

RZZTNFE+A=+—H ' RREFEHENE
#0159 £409,084,0007T (—ZFZ =4 : 326,020,000
JT) °

RREBIZERER AT 2004F R
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(Expressed in Hong Kong dollars)
(LB 831 T)

28

INCOME TAX IN THE BALANCE SHEETS

28 BESBRNOHIE

110

Current taxation in the balance sheets represents:

() HEEEBEXRAMANEHHES :

The Group The Company
RE PN
2004 2003 2004 2003
$°000 $000 $’000 $000
Fi Fr Fr Fr
Provision for Hong Kong RERRB
Profits Tax for the year MEHER 16,510 24,052 3,220 —
Provisional Profits Tax paid EEHNFEH (13,753) (9,444) - -
2,757 14,608 3,220 =
Balance of Profits Tax provision BUAEFENSG
relating to prior years TEBN &R - 1,807 - -
Taxation outside Hong Kong BB AINOTIE 1,209 485 - =
3,966 16,900 3,220 —
Amount of taxation payable BEIE—F AR
expected to be settled FAZH
after more than 1 year ERHE 485 485 - =
Net tax recoverable recognised EARERERE
in the balance sheets TR R BT Us B 77 18 (6,378) = - =
Net current taxation recognised EEERRBRE
in the balance sheets R E BTIE 10,344 16,900 3,220 -
3,966 16,900 3,220 -

China Insurance International Holdings Company Limited
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B R R & M AT

(Expressed in Hong Kong dollars)

(LB ¥ 31T)
28 INCOME TAX IN THE BALANCE SHEETS (Continued) 28 EBEEEEBEXRMOHIE @)
(b) Deferred tax assets and liabilities recognised: (b) CERIELEHEEEREE:
The Group AEE
The components of deferred tax assets/(liabilities) (prior to offsetting ERAEERABRIERNECHBEE
of balances within the same taxation jurisdiction) recognised in the (B ) (R —EBFHE 2 &SI MBS
consolidated balance sheet and the movements during the year are RAFENEHBEROT :
as follows:
Difference in
depreciation
allowances Provision
and related Life for
depreciation Unused insurance  outstanding
FESHE  Revaluation tax losses fund claims
SEMEEAE  of properties *BA ERER FRER Others Total
Deferred tax arising from: EERERE fER NEER HEgE g B Hf L]
$000 $000 $000 $000 $000 $000 $000
T T T T T i T
At 1 January 2004 RZTTWE
-A-H 3,428 (364) - - - - 3,064
(Charged)/credited to consolidated ~ EERABRR
income statement ) /Es (42) - 112,666 (46,161) 2,409 307 69,179
At 31 December 2004 RZEEME
+=A=+-F 3,38 (364) 112,666 (46,161) 2,409 307 72,203
At 1 January 2003 RZZT-F
-A-H 3,317 (364) - - - - 2,953
Credited to consolidated BEGA
income statement Bakfg 111 = = = = = 111
At 31 December 2003 RZEE=F
+ZA=1-A 3,428 (364) - - - - 3,064
2004 2003
$°000 $'000
F Fr
Net deferred tax asset recognised in TEEAEBERDERL
the balance sheet IR IR E E 72,624 3,524
Net deferred tax liability recognised in TEEAEBERDERL
the balance sheet FIELER B S & (381) (460)
72,243 3,064
FIREIFZERER AT 200453
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R 75 3R 5 B &

(Expressed in Hong Kong dollars)
(LB 831 T)

28 INCOME TAX IN THE BALANCE SHEETS (Continued) 28 BEEEEBEXRNBE

(c) Deferred tax assets not recognised (c) ARERWELEBEEE
At 31 December 2004, the Group had not recognised deferred tax R-ZENFE+ - A=+—B AEERBBRRTL
assets in respect of certain tax losses of $73,016,000 (2003: MIABEmEERRERIEE ZE A73,016,0007T (=
$107,236,000). Included in the total amount are tax losses of TET =4 :107,236,0007T) ° BIEERBEIBREST
$73,016,000 (2003: $73,016,000) can be carried forward up to five 73,016,0007T (ZFZ =4 : 73,016,0007T) A AFE %
years after the year in which the loss originated to offset future taxable EBBRFR  RETZRAF - BIERERKRZE
profits. The remaining tax losses do not expire under current tax SRR o i eRA B IR BB RALE B AT A B 16181
legislation. EHR -
At 31 December 2004, the Company had no tax losses. At 31 R-ZBEZMEF_A=+—H  ARRREHEE
December 2003, the Company had not recognised deferred tax B -RZZFZ=F+_A=+—H8  ARAAEER
assets in respect of tax losses amounting to $22,085,000 which do MELBIEGEMELEARERIEEE - BiIEEEHE
not expire under current tax legislation. 22,085,0007T1E B Ail &) 5t 15 14 f 3 £ H R ©
29 INTEREST-BEARING NOTES 29 ARNFEERE
The Group
AEE
2004 2003
$°000 $°000
Fr Fr
US dollar notes due 2013 RZET—=4F
B ETRE 1,350,980 1,348,577
On 12 November 2003, a subsidiary of the Group (“the Issuer”) issued RZBE=F+—A+=H  AEEEF—ZRHEA
US$175,000,000 in principal amount of 5.8% notes at a discount. A ([B4TAD) AHTREE 1T T A% {EE175,000,000
The notes are listed on the Singapore Exchange Securities Trading EIT5.8% HRE - EREEMKEBFF RS LT -
Limited and will be redeemed on 12 November 2013 at their principal AEPR-E—=F+—A+=-BER - ZEFEE
amount. Interest on the notes is payable semi-annually in arrears. FEIHEREHE -
The notes may be redeemed by the Issuer, at its option, at any time M- =F+—-A=ZBFTBREZENGE —B
at par plus accrued interest, in the event of certain tax changes as BREE|AXFIERB LR ERE L TR -
described under “Conditions of the Notes — Redemption and BOTABREEMREASZEAN LB SIERE
Purchase” in the offering circular dated 3 November 2003. fEE o
The notes issued are unconditionally and irrevocably guaranteed by ZEARRAREEEERTAREAER -

the Company.
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B R R & M AT

(Expressed in Hong Kong dollars)

(B ST)
30 INSURANCE CREDITORS 30 REEZFEMFRAK
The Group
REE
2004 2003
$°000 $'000
FT For
Amounts due to insurance customers ERREER X
and suppliers HER IR 72,352 53,055
Amounts due to insurance intermediaries JEHRBRHE N 9,373 25,717
Deposits retained from retrocessionaires EHRBARBNIEZS 25,445 26,962
Prepaid premiums received AR E 201,987 79,805
309,157 185,539

All of the insurance creditors are expected to be settled within one
year.

Amounts due to insurance customers and suppliers include amounts
due to fellow subsidiaries of $1,703,000 (2003: $1,485,000) which
are trade related in nature.

The following is an ageing analysis of amounts due to insurance
customers and suppliers:

MERBREFEMNEREMEN —FRBE -

MR E P R AL R IE B IEEN R RHTE R AR
18 41,708,0007C (ZZZ =4 : 1,485,0007T) * B
HIEBEEEE -

BNRBRES MR ZRESITOT

The Group
AEE
2004 2003
$°000 $°000
FT Fr
Current 5 54,390 19,769
More than 3 months but less than 12 months HBiE3fEAELR12(8A 9,754 25,039
More than 12 months BiE12{8 A 8,208 8,247
72,352 53,055
31 ACCRUED CHARGES AND OTHER CREDITORS 31 EFTEARHEMEMNKRXK
All of the accrued charges and other creditors are expected to be G ER REMENERERHIR—FREHE -
settled within one year. Included in the balance is an amount of ERBEEE1,6140000 (TS =F : ) ELEE
$1,614,000 (2003: $nil) which represents unrealised losses on dealing HEEABRMINERIENRELREE -
in off-balance sheet financial instruments at the balance sheet date.
32 INSURANCE PROTECTION FUND 32 RBRERESD

Insurance protection fund is provided for at 1.0% of the related
premium income of personal accident and short term health policies
in accordance with Article 97 of the Insurance Law of the PRC and
relevant regulations issued by the CIRC.

Insurance protection fund is expected to be settled after more than
one year.

REBREZSOHEREREABIILEDREREZ
HEREWRARRI.0% » WiREHBREBEFITE
KBRS & 8 2 ARRI AR E T fR B -

REBREESHEAE—F 2R BHE -

RREBEBEER AT 2004F 3R
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(B ST)
33 SHARE CAPITAL 33 RAR
2004 2003
No. of No. of
shares $°000 shares $'000
B0 & E FT fRh & B For
Authorised: EERA
Ordinary shares of BREE
$0.05 each 0.057C & BA% 2,000,000,000 100,000 2,000,000,000 100,000
Issued and fully paid: EERTRHBERAE
At 1 January ®1A1H 1,328,133,592 66,407 1,325,331,592 66,267
Shares issued under share RIR R AE TS
option scheme* BITHI IR (D 3,560,000 178 2,802,000 140
At 31 December M®12A31H 1,331,693,592 66,585 1,328,133,592 66,407

All the shares issued by the Company rank pari passu and do not
carry pre-emptive rights.

* During the year ended 31 December 2004, options were exercised to subscribe
for 3,560,000 (note 36(a)) ordinary shares in the Company at a consideration of
$6,299,000 of which $178,000 was credited to share capital and the balance of
$6,121,000 was credited to the share premium account.
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NOTES ON THE FINANCIAL STATEMENTS
B 75 3R & BT &E

(Expressed in Hong Kong dollars)

(LB ¥ 31T)
34 RESERVES 34 f#fE
(@ The Group (8 AKH
Capital Share Exchange Retained
reserve premium reserves profits Total
ERfE B EE EffE REER am
$'000 $'000 $'000 $'000 $'000
I i I I i
At 1 January 2004 12004%1 A1A 567,458 1,633,305 (8,304) 419,734 2,612,193
Dividends approved in TEERE
respect of the previous KBRS
year (note 11(b)) (KizE11() - - - (15,980) (15,980)
Shares issued BEIRN - 6,121 - - 6,121
Exchange differences on BEEBIIN
translation of the HEHEBAE
financial statements of a BBREN
subsidiary outside ELEE
Hong Kong - - (3,524) - (3,524)
Loss for the year KEEER - - - (22,935) (22,935)
At 31 December 2004 12004128318 567,458 1,639,426 (11,828) 380,819 2,575,875
At 1 January 2003 12003%1 A1A
— as previously reported — DAE A1k 567,458 1,629,986 2,010 290,393 2,489,847
— prior period adjustments arising - HEMEHER
from changes in accounting MEER
policies for: AIEEE
— recognition of - BRER
underwriting results £ - - - 21,459 21,459
— income taxes - HE - - - 2,953 2,953
— as restated - EJ3 567,458 1,629,986 2,010 314,805 2,514,259
Dividends approved in LEEME
respect of the previous RERRE
year (note 11(b)) (Hiz£11(b)) = = = (19,889) (19,889)
Shares issued B#IRH - 3319 - - 3319
Exchange differences on BERBIN
translation of the HRIBAT
financial statements of a BBREN
subsidiary outside ELEE
Hong Kong - - (10,314) - (10,314)
Profit for the year RERRT - - - 140,753 140,753
Dividends declared in REEEROKE
respect of the current (fti11(2)
year (note 11(a)) - - - (15,935) (15,935)
At 31 December 2003 12003%128318 567,458 1,633,306 (8,304) 419,734 2,612,193

o RER AR A A
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R 75 3R 5 B &

(Expressed in Hong Kong dollars)

(AEHSR)

34 RESERVES (Continued)

34 @&«

(@)  The Group (Continued)

Capital reserve represents the differences between the nominal value
of the shares of the subsidiaries acquired and the nominal value of

(@ A%EHE

the shares issued by the Company as the consideration for
acquisition.

Included in the figure for the retained profit is an amount of RE &=

$116,335,000 (2003: $84,535,000), being the retained losses

attributable to associates.

(%)

MNEFBREREBEA

REARFEERIEPTRENE R RO EELEAR R E
RBBEBREMBETROBENER -

RIM RETEE - BE

$116,335,000 (2003 : $84,535,000) °

(b)  The Company b) ARF
Share Retained
premium profits Total
BHEE REB=F #azE
$’000 $’000 $’000
FiT FT Fir
At 1 January 2004 R2004%F1 818 1,633,305 116,690 1,749,995
Dividends approved in respect of EEEHERERRE
the previous year (note 11(b)) (BfaE11(b)) - (15,980) (15,980)
Shares issued BTG 6,121 — 6,121
Profit for the year REFE R - 72,222 72,222
Dividends declared in respect of REET RS
the current year (note 11(a)) (BfaE11(a)) - - -
At 31 December 2004 MR2004F12 A31H 1,639,426 172,932 1,812,358
At 1 January 2003 7R 2003F1 A 1H 1,629,986 112,689 1,742,675
Dividends approved in respect of EEERERERRE
the previous year (note 11(b)) (BtaE11(b)) — (19,889) (19,889)
Shares issued BEITRG 3,319 — 3,319
Profit for the year PNCIER | — 39,825 39,825
Dividends declared in respect of AEETIRNRE
the current year (note 11(a)) (BtaE11(a)) - (15,935) (15,935)
At 31 December 2003 7R 2003F12A31H 1,633,305 116,690 1,749,995
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(Expressed in Hong Kong dollars)

(LB ¥ 31T)
35 EMPLOYEE RETIREMENT BENEFITS 35 EEERKER
The Group operates a Mandatory Provident Fund Scheme (‘the MPF RBEFBARGIERBE R EROERNRE BEER
scheme”) under the Hong Kong Mandatory Provident Fund Schemes PllEAMET - AEEBET —HRGEAES G2
Ordinance for employees employed under the jurisdiction of the Hong ([BFE2TE]) - KBS ERBBBEIETEAE
Kong Employment Ordinance. The MPF scheme is a defined B BEFEHSRKEE - RIBURTESHE - &
contribution retirement scheme administered by independent FRIEEE HHAEREER ZHBUKRAS0% HREL
trustees. Under the MPF scheme, the employer and its employees A& - MEARRE Z WA EBR &20,0007T © AR
are each required to make contributions to the scheme at 5.0% of A&t -
the employees’ relevant income, subject to a cap of monthly relevant
income of $20,000. Contributions to the scheme vest immediately.
As stipulated by the labour regulations of the PRC, a subsidiary of BEPELTES  AEE-—FKMBARAHESS
the Group participates in various defined contribution retirement plans T T R E BUS AR T RAR B R e SR IRET
organised by municipal and provincial governments for its staff. The 2l - ZMBAREKREENT € « BARFELFIH
subsidiary is required to make contributions to the retirement plans 22.5% (ZTZ =4 : 22.5%) KA AP LL R KT & ©
at 22.5% (2003: 22.5%) of the salaries, bonuses and certain 2RI B U EREERERERARZ KT M
allowances of its staff. A member of the plans is entitled to a pension —EEE L HIRRKS ©
equal to a fixed proportion of the salary prevailing at his or her
retirement date.
The Group has no other material obligation for the payment of its AEEREL BB T ERERIN - BAZNRAS
staff’s retirement and other post-retirement benefits other than the SAERAMBRERNE—SEE -
contributions described above.
36 EQUITY COMPENSATION BENEFITS 36 MBAFHERF
Historically, the Company had a share option scheme which was ARARR BT ZER A=+ B FR— BRI ES
adopted on 24 May 2000 (“the Old Scheme”) whereby the directors 2l ([E581)) - RIRERTE - ARAESHRBBER
of the Company were authorised, at their discretion, to invite BAEEEES (BEAEEAERARNES) ZEMNT
employees of the Group, including directors of any company in the RERRBRMDHRBRE - E_ZTTFERA -+
Group, to take up options to subscribe for shares of the Company. HE-_TZ-_F+_-_A=+—HRIRLENRRESZ
Options granted between 24 May 2000 and 31 December 2002 were REFE RN _TZ—FNA—BRERH LT A
granted under the Old Scheme and in accordance with the ETLENREMKRLE - MELER 2% - —ERIE
requirements of Chapter 17 of the Listing Rules which came with ETEGIE + B IRATARE MBS B FT AR AR R 8l 4K
effect on 1 September 2001. AN o
A new share option scheme which is in line with the prevailing FRREFEIRBENR ST =F— At HEERD
requirements of Chapter 17 of the Listing Rules has been adopted ETEFIE T EEMEEMRD ©
on 7 January 20083.
(a) Movements in share options (a) RBRENEH
2004 2003
Number Number
4= A
At 1 January ®1A18 23,508,000 26,154,000
Issued BE1T 350,000 156,000
Exercised (note 33) B 171 (K17#33) (3,560,000) (2,802,000)
At 31 December K12A31H 20,298,000 23,508,000
Options vested at 31 December R12A831BEFH
RN 20,298,000 22,411,333
RIRBIRZER AR AR 2004
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(BB 317R)
36 EQUITY COMPENSATION BENEFITS (Continued) 36 MBAFWERFN @
(b) Terms of unexpired and unexercised share options at balance sheet (b) R4 E B AREM K& RTENZRENEDR
date
Exercised Exercise 2004 20083
Date granted period price Number Number
REBH T1EHR TEE #E #H
$T
25 September 2000 25 September 2000 1.110 10,770,000 13,220,000
to 9 October 2000 to 8 October 2010
20009258 = 20009 A 258 =
200010 H9H 2010F10H8H
9 February 2001 9 February 2001 0.950 1,630,000 1,630,000
to 17 February 2001 to 16 February 2011
2001F2H9HZE F2H9H=E
200142A817H 20114 2H16H
12 September 2002 12 September 2002 3.225 7,392,000 8,502,000
to 11 September 2002 to 11 September 2012
20025F9A12R & 2002F9A12A &
20024F9A11H 201249 9A11H
7 January 2003 7 January 2003 3.975 156,000 156,000
2003%F1 A7H to 6 January 2013
2003F1A7HZE
201341 HA6H
5 January 2004 5 January 2004 3.98 350,000 —
200441 H5H to 4 January 2014
20041858 %
20141/ 4H
20,298,000 23,508,000

(c)

Details of share options granted during the year, all of which were

() FRERHNWARERE ZERREZHHHUR

China Insurance International Holdings Company Limited

granted for $1 consideration B
Exercise 2004 20083
Exercised period price Number Number
1TEH TREE £ =] EgEl
$7T
7 January 2003 to 2003F1A7H=E 3.975 - 156,000
6 January 2013 201341 A6H
5 January 2004 to 2004F1A5HE 3.98 350,000 —
4 January 2014 201441 F4H
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36

EQUITY COMPENSATION BENEFITS (Continued)

36 BAHERMNE

(d)

Details of share options exercised during the year

d) FREFTENIRESE

Weighted
average

market value

per share
immediate before

Exercise exercise dates Proceeds
Exercise date price 171 B AT AN FE received Number
TERE TfEE T ERTE Fri8fI8 2Be
$ $ $000
T T Fr
January —A 1.110 3.925 2,442 2,200,000
3.225 3.900 3,547 1,100,000
February - 3.225 3.875 26 8,000
May A A 1.110 3.800 278 250,000
July +A 3.225 3.450 6 2,000
6,299 3,560,000
FREIFIZERAR AT 20045 R
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37 MATURITY PROFILE

37 FH1ER

(@ The Group (8 AKH
1 year 5 years
or less or less
Repayable 3 months but over but over
on demand or less 3 months 1 year Atter
BE =f8A 1EUT SELT 5 years Undated Total
ZREERE IUT  {BRB3fERA BB1E 5EH AEAH g
$'000 $000 $000 $000 $000 $000 $000
T T T T T i i
2004
Assets BE
Deposits at banks and RITREM
other financial insttutions HBRER 760,790 90,901 15,780 1,020,361 168,195 - 2,056,027
Pledged deposits at bank BERTRANER - - 45,350 31,183 - - 76,533
Certificates of deposit ERE
(under held-to-maturity) (FEZHH) - - - 9,843 10,000 - 19,843
Debt securities EfES
(under held-to-maturity) (BHZ3H) - 607 127,013 1,474,124 7,368,048 - 8,070,692
Debt securities (under other EfER
investments In securities) (Bfo@5iRE) - - 115,760 511,036 41,583 123,043 792,322
760,790 91,508 308,903 3,047,447 7,588,726 123,043 11,915,417
Liabilities af
Interest-bearing notes EEER - - - - 1,350,980 - 1,350,980
2003
Assets BE
Deposits at banks and RITREM
other financial institutions SBREER 297,736 465,827 48,996 592,636 39,616 - 1,444,711
Pledged deposits at bank BERTRANER - 4,552 - 29,051 - - 70,603
Certificates of deposit ERE
(under held-to-maturity) (FEZEH) - - 5,020 9,754 10,000 = 24774
Securities purchased under BEAREES
resale agreements - 148,277 - - - - 148,277
Debt securities EREH
(under helc-to-mturity) (#HZ3) - 52,733 B9 1330030 3661278 — 509510
Debt securities (under other EfEH
investments in securities) (EfE5FRE) - - 232,755 125,147 202,302 80,704 640,908
297,736 708,389 335,240 2,086,618 3,913,096 80,704 7,421,783
Liabilities 8f
Interest-bearing notes ANEEE - - - - 1348577 - 1348577
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(Expressed in Hong Kong dollars)
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37 MATURITY PROFILE (Continued)

37 2B R (&

(b)  The Company b) ARF
1 year 5 years
or less or less
Repayable 3 months but over but over
on demand or less 3 months 1 year After
e =fA 1EUT SELT 5 years Undated Total
IRERE FUT  {BEB3MERA BB1E 5§44 AiAH &5
8000 8000 $000 $000 $000 $000 8000
i T T T T i i
2004
Assets BE
Deposits at banks and RITREA
other financial institutions BBEERR - 47,014 - - - - 47,014
Debt securities EHES - - 115,760 255,030 - - 370,790
- 47,014 115,760 255,030 - - 417,804
2003
Assets BE
Deposits at banks and RITREL
other financial insttutions HBRER - 128402 - - - - 108,402
Debt securities s - - - 8,604 7841 - 16,535
- 128,402 - 8,694 7,841 - 144,987
38 COMMITMENTS 38 &iIE
(@)  Capital commitments outstanding at 31 December 2004 not provided  (a) R-ZTWE+-A=+—H » HAESTHERB
for in the financial statements were as follows: R EARMERGELT
The Group
AEE
2004 2003
$’000 $'000
F Fr
Contracted for EE14 48,027 =
(b) At 31 December 2004, the total future minimum lease payments () R-ZEZTWF+-—A=+—0 BETABRBKBHLL
under non-cancellable operating leases are payable as follows: HETHRENNKERAENREOT :
2004 2003
$’000 $'000
FT Fr
Within 1 year 1F R 60,079 42,990
After 1 year but within 5 years 1% {B5F N 82,235 61,960
142,314 104,950
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38 COMMITMENTS (Continued) 38 RIE

The Group leases a number of properties under operating leases. AEEBUGEHEERAT Y - EEHE—RYP

The leases typically run for an initial period of 1 to 6 years, with an RE—ZXF  UHEEEZEIHEEZER  ERAT

option to renew the leases when all terms are renegotiated. Lease BB AENEE - HENRABESEFR - U

payments are usually reviewed annually to reflect market rentals. R¥THAE  SEEEATBIEXAES -

None of the leases includes contingent rentals.

39 CONTINGENT LIABILITIES 39 ZAEE

(i) The Group has invested in a corporate vehicle specially 0] NEEE B RIE B #2,100,000H 5 K £ B AR
established to participate in the Lloyd’s market through the =R EH AL oyd s M MAT A
subscription of loan stocks totalling £2,100,000. Part of the A) o AZIEHF10,0005$ERIBE T -
investment of £10,000 was invested in cash and is accounted BmERSA/EAMIZRAE - HER2,090,000% &
for as other investments in the financial statements. The B & Al B — R TEITE AR AT -
remaining £2,090,000 is by way of a letter of credit issued by ZAs A ATF R 5 3R 1T R R F EE R FRIE
a bank. The letter of credit is back up by a pledged deposit of RERME22) - ZFEEREREANREAKA
an equivalent amount placed with the bank (note 22). The EIERRIESE -
maximum loss for the holders of the loan stocks is the total
investment amount.

(i) Asat 31 December 2004, other than those in the normal course (ii) R-ZZEZTMF+_A=+—H BRAEEBE
of the Group’s insurance business, there was no outstanding REEFETFHIEFFARIN - BEEEIARRFA ©
litigation.

40 MATERIAL RELATED PARTY TRANSACTIONS 40 BEREEALIRZS
The following is a summary of significant transactions entered into LATRAEBEBEATRFRNETHNEAR S
between the Group and its related parties during the year: E-
2004 2003
Note $°000 $’000
i e FT Fr
Recurring transactions BERS
Business ceded by related BED RS H A ET
companies: (i)
— Gross premiums written — BERRHRERSE 103,980 161,817
— Commission expenses paid - e 24,383 40,499
Business retroceded to related BEATE D KR
companies: (ii)
— Outward retroceded — EOBRBRE
premiums 464 62
— Commission income received — ek A 121 29
Securities brokerage fee paid SAMEFELER (i) 1,324 1,087
Contributions to retirement EALTEED
schemes managed by RIRETEIE R
a related party (iv) - 2,183
Insurance expenses covering BRAEERR
business risk RS (v) 156 370
Investment management fee and R EEEE K&
redemption income fE B & U A (vi) 4,211 56,168
Rental and management fee paid S fTHEEREERE (vii) 1,788 1,791
Finance costs paid B R AR (viii) 4,225 3,929
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40 MATERIAL RELATED PARTY TRANSACTIONS 40 EARBEALRS @)

(Continued)

Notes: it

(i) Certain fellow subsidiaries of the Group ceded business to and received i) REEE TRRMNER B MAR A —FEHE A REN
commission from a subsidiary of the Company. ¥BRAEKRES -

(i) Certain subsidiaries of the Group retroceded business to and received (ii) REEE THEBRARIMARAETRRKERREN
commission from certain fellow subsidiaries of the Company. ¥BRAEKBRES -

(iii) The Company and certain subsidiaries of the Group have entered into (iii) KRR A RAEEE T B A B SR EE—RKE R E
agreements with a fellow subsidiary of the Group, in relation to securities ARIIRERFERIRB T L% - BFELBERIR
broking services provided. Securities broking fees are charged at a fixed BB HEMEMN02%EELL R H -
rate of 0.2% of the securities value.

(iv) Employees of the Company and certain subsidiaries of the Group (iv) ARRIRAEEETHERAANEE S HAAEE—
participated in a defined contribution retirement scheme and Mandatory ENGEN)-PNCIE B0 L N i DT N
Provident Funds scheme managed by a fellow subsidiary of the Group Berd8(R=-TZ=F+-_A=-+=BETERRA
(the fellow subsidiary ceased to be a fellow subsidiary of the Group with RWBAR) °
effect from 23 December 2003).

(v) The Company and certain subsidiaries of the Group entered into a number (v) AR RAEEE TH B AR EAEEETERHE
of insurance policies with certain fellow subsidiaries of the Group to cover RAFIZZERE - LREABNK - RE - @BAR
their business risks in relation to fire, motor vehicle, personal accident, Sh BITHE ERSRERBRRR ETRERSE
workmen compensation, group life and medical, electronic equipment and EFERETFEBAR -
professional indemnity.

(vi) A subsidiary of the Company provided investment consultancy services (vi) ARE—FHKEARRAEEETRRKEARRE
to and received investment management fee and redemption income from REBERS - WRHKRKREETEE RBERLEK
certain fellow subsidiaries of the Group. A o

(vi)  The Company and a subsidiary of the Company leased office and parking (vii) KRR A RAR R — BB R B MARB)E T B RS
spaces, and paid rent and building management fees to certain subsidiaries AREABRAEYERAEMN WX HAHERAEE
of the Company. BE o

(vii) A subsidiary of the Company has borrowed a loan from a fellow subsidiary (vii)  AEE-FENBRRAR-RFARHBRRAEA—EE
which bears interest at LIBOR plus 1.8%. The loan is unsecured and A RBEBEETEEEEFEMSEFL - ZEE
repayable on demand. RREEARAREREEE -

41 OFF-BALANCE SHEET EXPOSURES 41 BEBBRUANEZIHER

At 31 December 2004, the notional amounts of significant derivative

—==

ME+ A=+ —HASHEETHEANTE

transactions entered into by the Group were as follows: TARSGHMEREBEEANAT :
2004 2003
$’000 $'000
Fr Fr
Exchange rate forward and option contracts AP iR HA &
HESH 544,025 698,724

Off-balance sheet exposures arise from forward and option contracts
transactions undertaken by the Group in foreign exchange markets.
The contractual and notional amounts of these financial instruments
indicate the value of transactions outstanding at the balance sheet
date; they do not express amounts at risk.

BEEABRNIVEZNRERZANANEBEEINET S
ETTERRREAORS - LESRTANANSE
BREESBEARRZIZERAE HHAREFHEE -
WARZERBE °

RREBEBEER AT 2004F 3R

123



NOTES ON THE FINANCIAL STATEMENTS

B R R & M AT

(Expressed in Hong Kong dollars)

(LB 831 T)

42 RECENTLY ISSUED ACCOUNTING STANDARDS 42 EFEMEIER
HKICPA issued a number of new and revised Hong Kong Financial BEGTRAGEMZEIN REETNCE BT
Reporting Standards and Hong Kong Accounting Standards (“new HEEADFCERE G L) (RBGTEBHBRE
HKFRSs”) which are effective for accounting periods beginning on EAY) AZTTAF—A—BHUENSTHE
or after 1 January 2005. The Group has not early adopted these WMo REBWARNBE _TENF+—_A=+—HI
new HKFRSs in the financial statements for the year ended 31 FRIBAFENZZCGTEBMBERELER) - KEER
December 2004. The Group has already commenced an assessment FIA T E M GT BBV RS EAD FIE RO E -
of the impact of these new HKFRSs but is not yet in a position to BT PR RN R BE R BB A S G B B B 765 R 5 ZE A1) ¥
state whether these new HKFRSs would have a significant impact REBNEERMBRANTZERSEENR °
on its results of operations and financial position.

43 ULTIMATE HOLDING COMPANY 43 FARERA A
The directors consider the ultimate holding company at 31 December EEMRA RZZTNF+_A=+—HHRKE
2004 to be China Insurance (Holdings) Company, Limited which is &R R AR B B R BRE: (2R BIRATR °
established in the PRC.
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