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DEFINITIONS

In the Interim Financial Report, the following expressions shall have the following meanings unless the context requires

otherwise:

“CIGAML”

“CIHC”

“CIHK”

“CIRC”

“CIRe”

“Code”

“Directors”

“Grantee”

“HKAS”

“HK GAAP”

“HKICPA”

“|CBC”

“ICBC (Asia)’

“Last Period”

“Listing Rules”

“PRC GAAP”

“SFO”

“Share(s)”

“SINO-RE”

“the Stock Exchange”

“the Company” or “ClIH”

“the Group”

China Insurance Group Assets Management Limited

China Insurance (Holdings) Company, Limited

China Insurance H.K. (Holdings) Company Limited

China Insurance Regulatory Commission

China International Reinsurance Company Limited

Code on Corporate Governance Practices as set out in Appendix 14 of the Listing Rules
the directors of the Company, including the independent non-executive directors

A person who has been granted the right to accept the Company’s offer of share options
Hong Kong Accounting Standard

Accounting principles generally accepted in Hong Kong

Hong Kong Institute of Certified Public Accountants

The Industrial and Commercial Bank of China

Industrial and Commercial Bank of China (Asia) Limited

The six months ended 30 June 2005

The Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited
Accounting principles generally accepted in the PRC

Securities and Futures Ordinance

Share(s) of HK$0.05 each in the capital of the Company

SINO-RE Reinsurance Brokers Limited

The Stock Exchange of Hong Kong Limited

China Insurance International Holdings Company Limited

ClIH and its subsidiaries

China Insurance International Holdings Company Limited  Interim Report 2006
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DEFINITIONS

“the Period” The six months ended 30 June 2006

“the PRC” The People’s Republic of China

“TPAM” Taiping Asset Management Company, Limited

“TPI” The Tai Ping Insurance Company, Limited

“TPL” Tai Ping Life Insurance Company, Limited

“TPP” Tai Ping Pension Company Limited

“the Old Scheme” Share option scheme of the Company adopted on 24 May 2000 and terminated on 7

January 2003

“the New Scheme” Share option scheme of the Company adopted on 7 January 2003

4 China Insurance International Holdings Company Limited  Interim Report 2006
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The Board of Directors of China Insurance International Holdings Company
Limited is pleased to announce the unaudited financial results of the
Company and its subsidiaries for the six months ended 30 June 2006 as
follows, which should be read in conjunction with the Management

Discussion and Analysis set out below:

CONSOLIDATED INCOME STATEMENT

mEelEEk

for the six months ended 30 June 2006 — unaudited
B2 _FLENNFANA=FHIEANEA — REFEZ

(Expressed in Hong Kong dollars)
(BB T)

TREBRZEBRERAREEEMALABARTRELMERF
BE-ZZTXRFRAZTHELEXNARREERNHMBEEAN

T B HHETXERESREAN

Six months ended 30 June
HEAA=1THILAER

2006 2005
—EERE —ZTRF
Note $°000 $'000
st Fr FIr
Revenue WA
Gross premiums written and policy fees EARREBRREBRA 3 7,061,496 3,743,170
Less: Premiums ceded to reinsurers B REZBRNE (157,528) (180,399)
Net premiums written and policy fees FEREE RREBUA 6,903,968 3,562,771
Change in unearned premium provisions, REBMETEBESEL -
net of reinsurance BEBRR (449,971) (413,926)
Net earned premiums and policy fees ERIURE RIREEWAFHE 6,453,997 3,148,845
Net investment income and net gain BB WA R Wzt 38R 4 948,209 315,799
Net exchange gain/(10ss) [E 5 Wz (B18) 8 24,947 (46,870)
Other income H A 5 10,463 11,835
Total revenue PN 7,437,616 3,429,609
Benefits, losses and expenses o BRKREAR
Policyholders’ benefits REFHBE AR 6(a) (1,005,835) (510,043)
Net commission expenses ReXLFE 6(b) (659,757) (480,659)
Administrative and other expenses TREEMER (608,174) (429,183)
Change in life insurance funds, SRETEESEL
net of reinsurance BEBRR (4,539,116) (2,154,956)
Total benefits, losses and expenses B BRREBERARE (6,812,882) (3,574,841)
Profit/(loss) from operations BEHF (BE) 624,734 (145,232)
Share of profits/(losses) of associates FEMREEE D RDER, (B1E) 3,896 (12,013)
Finance costs B8 A 7(a) (72,103) (42,833)
Profit/(loss) before taxation BRBAER, (B1R) 7 556,527 (200,078)
Income tax (charge)/credit BE G Ee 8 (98,923) 71,106
Profit/(loss) after taxation BRBBER, (BB) 457,604 (128,972)
Attributable to: BEAL
Equity holders of the Company PR SR 328,285 (43,768)
Minority interests D YRR 2% 129,319 (85.204)
457,604 (128,972)
cents cents
1l ily
Earnings/(loss) per share attributable BRREEERET, (5E)
to the equity holders of the Company 10
Basic YN 24.5 (3.3)
Diluted i 24.3 (3.3)

The notes on pages 12 to 47 form part of this interim financial report.

China Insurance International Holdings Company Limited
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CONSOLIDATED BALANCE SHEET

REBEES

= E

as at 30 June 2006 — unaudited
RZZFENFNA=Z+H — KEFZ

(Expressed in Hong Kong dollars)

(LA B3 R)
At 30 June 2006 At 31 December 2005
RZZERE R-_ZETHE
AB=t+H +ZA=+—H
Note $°000 $000
Kzt Fi Fir
Assets EE
Fixed assets TEE 11
— Investment properties —REME 110,665 105,480
— Other property, plant and equipment — HthE  EWMEE
G 630,934 554,027
741,599 659,507
Goodwill SES 228,185 228,185
Interest in associates REE R RMER 350,203 315,298
Deferred tax assets BRETIREE 3,113 3,298
Investments in debt and equity securities BB R AE %’f&ﬁ 12 22,283,851 19,587,561
Amounts due from group companies ERERRLD 5,431 314
Insurance debtors REBEFE Mﬁzﬁﬁa 13 720,485 342,060
Reinsurers’ share of insurance DRABEIERE
contract provisions AREE 548,494 472,176
Other debtors HWEWE?X 964,012 608,778
Tax recoverable Ay el B 3,634 5,585
Pledged deposits at banks BEFRITER 95,579 97,980
Deposits at banks with original maturity REHBBEBEAE=EAD
more than three months RITHER 14 3,751,666 2,261,734
Cash and cash equivalents RekReEEY 15 2,926,627 2,751,305
32,622,879 27,338,781
Liabilities Eﬁ
Life insurance funds ERETERES 20,171,759 15,453,533
Unearned premium provisions KEHEXREES 1,114,550 591,267
Provision for outstanding claims RIREETELE 2,179,056 2,149,978
Investment contract liabilities REANEE 108,747 75,857
Deferred tax liabilities EEFIBAE 122,188 80,554
Interest-bearing notes ENERE 2,807,406 2,789,471
Securities sold under repurchase agreements ZHEEE S 1,729,147 1,923,499
Amounts due to group companies e EBARRFIE 6 -
Insurance creditors RBEPEMAER 16 211,182 380,171
Accrued charges and other creditors [EFT BB R EMEMNER 319,172 421,507
Current taxation BT IE 37,268 37,470
Insurance protection fund REREES 8,017 7,229
28,808,498 23,910,536
Net assets BEFE 3,814,381 3,423,245
PREBERBRAR 2006 B3RS
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CONSOLIDATED BALANCE SHEET
R E )

REEES

as at 30 June 2006 — unaudited
RZZFENFNA=Z+H — KEHF

(Expressed in Hong Kong dollars)
(LB T)

#®

(Continued)

At 30 June 2006

At 31 December 2005

RZBE2XRE RZTZTRF
ANA=TH +ZA=+—H
Note $°000 $°000
(iF=3 FT Fr

Capital and reserves attributable RERELERRFE

to the Company’s equity holders

Share capital A& < 17 66,945 66,824
Reserves G 19 2,740,540 2,440,334
2,807,485 2,607,158
Minority interests DERRES 1,006,896 916,087
Total equity R 3,814,381 3,423,245

The notes on pages 12 to 47 form part of this interim financial report.

China Insurance International Holdings Company Limited

Interim Report 2006
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

EARNBBE

for the six months ended 30 June 2006 — unaudited
HE—ZTEENFNA=FHIEANEA — REEZ

(Expressed in Hong Kong dollars)

(LB BST)
Total equity attributable to:
FEfh AR
Equity holders Minority
of the Company interests Total
BRRRER SPYRFEER ok
Note $°000 $°000 $°000
i Fr Fr Fr
Balance at 1 January 2006 R-ZBERE-B-HA2&EH 2,507,158 916,087 3,423,245
Exchange differences BEREUIMIENB AR
on translation of the BBRENELZH
financial statements of
subsidiaries outside of
Hong Kong 19 13,056 9,353 22,409
Deficit on revaluation of ARHNEEFRESMHBL
available-for-sale securities, BRI FIR
net of deferred tax 19 (45,556) (47,863) (93,419)
Net loss recognised directly ERERRAEZ 2 FEE
in equity (32,500) (38,510) (71,010)
Profit for the Period ABBHEF 19 328,285 129,319 457,604
Total recognised income KB EHER 2 BRA
for the Period 295,785 90,809 386,594
Movements in equity holders’ BRRETRAR HMEE
equity arising from capital ZREERES
transactions with equity holders:
— Shares issued under — RIERREE
share option scheme BERTZRN 121 - 121
— Net share premium — BMBZBHEEFE
received 3,947 - 3,947
Equity settled share-based BREEFZBRHAERS -
transactions, net of tax BBIE 19 474 - 474
Balance at 30 June 2006 RIEERERA=THZES 2,807,485 1,006,896 3,814,381

TREGREZERARAR 2006 HAwmE | 9



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

n‘/T\ (=] g = Ej:, '13,% (n-i—)

for the six months ended 30 June 2006 — unaudited
HE —FENFNA=ZFHIFNBEA — KEFEZ

(Expressed in Hong Kong dollars)

(BB S)7R)
Total equity attributable to:
FEfh AR
Equity holders Minority
Note of the Company interests Total
fit &t BRRRER SPYRFEER k]
$°000 $°000 $°000
Fr Fr Fr
Balance at 1 January 2005 R-ZEERF-F-Az&R 2,506,170 644,830 3,151,000
Exchange differences BEFEIMIERER
on translation of the BBRENELZH
financial statements of
subsidiaries outside of
Hong Kong 264 493 757
Surplus on revaluation of HHEEFREERRHS
available-for-sale securities, BIEEFLIE
net of deferred tax 242,086 235,774 477,860
Net income recognised directly ~ EEBRRNER ZFRA
in equity 242,350 236,267 478,617
Loss for the Period ABBHEE (43,768) (85,204) (128,972)
Total recognised income for KB EHER 2 BRA
the Period 198,582 151,063 349,645
Capital contribution made to A—EHBRARIEAER
a subsidiary - 48,692 48,692
Movements in equity holders’ BRRETRARIMEE
equity arising from capital ZBRRERE
transactions with equity holders:
— Shares issued under — RERRETE
share option scheme BETZRR 5 - 5
— Net share premium — MRz B EEFE
received 106 - 106
Equity settled share-based BREER 2R AERS
transactions, net of tax BEIE 284 - 284
Balance at 30 June 2005 RZZZERFERA=ZTHZER 2,705,147 844,585 3,549,732
The notes on pages 12 to 47 form part of this interim financial report. F12R47TEWNRIEM B AP B B mE /) — 310 ©

10 China Insurance International Holdings Company Limited  Interim Report 2006



CONDENSED CONSOLIDATED CASH FLOW STATEMENT

BHRGEREMNER

for the six months ended 30 June 2006 — unaudited
HE—ZTEENFNA=FHIEANEA — REEZ

(Expressed in Hong Kong dollars)

(BB S)7R)
Six months ended 30 June
BEAA=+THLREA
2006 2005
—EERE —EERF
Note $°000 $’000
Bt e Fr Fr
Net cash from operating activities BEEBRERANFE 4,127,912 2,448,830
Net cash used in investing activities REEBKRESRL FE (3,886,522) (1,775,210)
Net cash (used in)/from BMERL (R
financing activities MAHEE (66,068) 1,207
Net increase in cash ReRBeEEWILINFE
and cash equivalents 175,322 674,827
Cash and cash equivalents MATENRE R
at 1 January WELEEY 2,751,305 2,221,857
Cash and cash equivalents MREA30B MRS &
at 30 June BeEEY 15 2,926,627 2,896,684
The notes on pages 12 to 47 form part of this interim financial report. BA12RATERREN B AP BT BSRERN — 1 -
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NOTES TO THE INTERIM FINANCIAL REPORT

R 5 B 5 ¥ S B

(Expressed in Hong Kong dollars)
(LB 5)R)

1

BASIS OF PREPARATION

fmEE A

The interim financial report is unaudited, but has been reviewed by
KPMG in accordance with the Statement of Auditing Standards 700
“Engagements to review interim financial reports”, issued by the
HKICPA. KPMG’s independent review report to the board of directors
is set out on page 48.

The interim financial report has been prepared in accordance with
the applicable requirements of the Listing Rules, including compliance
with HKAS 34 “Interim financial reporting” issued by the HKICPA. It
was authorised for issuance on 17 August 2006.

The financial information relating to the financial year ended 31
December 2005 included in the interim financial report does not
constitute the Company’s statutory financial statements for that
financial year but is derived from those financial statements. Statutory
financial statements for the year ended 31 December 2005 are
available from the Company’s registered office. The auditors have
expressed an unqualified opinion on those financial statements in
their report dated 7 April 20086.

The accounting policies and methods of computation adopted in the

2005 annual financial statements have been applied consistently to
this interim financial report.

SEGMENT REPORTING

B RARER T MM ERE - ECHEFREE
SRR E B GFTE QG RSN (XECER) B
70055 [ IR IS 3R 5 0= B | OB RIZEE] - EFHE
S EBATEESNBYERRE TINEIE -

AR IR E BRI AT LR RIRE - 3038
REABGEAGMBAMN(E B SR L3458
[P BRSO EARE - TR —FBRFNAT
L AR -

AP EREREHE-_STAFT-_A=1+—H
I BREENIKER BB ERIREAAR
ZIREERSATIRE « I TR AR B & B E
EWEAERE BE_ZTRF+_A=1+—HLHF
ERUEERBARAR BN EMHERERM o A
ERZTTNFEM A+ BRAEAZBEIRE S - &
REELRIBEREERBER -

RELAR MM IS RN SRR RAETE
HRBE-_TENFFEEFUBREFRANG—
B o

7 FAE

12

(a)

China Insurance International Holdings Company Limited

Segmental information is presented in respect of the Group’s business
and geographical segments. Business segment information is chosen
as the primary reporting format.

By business activity:

The Group comprises the following main business segments:
- Reinsurance business;

— Life insurance business; and

— Corporate and other businesses which comprise asset
management business, insurance intermediary business,
financial and corporate assets.

Consistent with the audited financial statements for the year ended
31 December 2005, the asset management business and the
insurance intermediary businesses are included in the corporate and
other businesses segment in this interim financial report. The directors
believe that the new classification provides a better presentation of
the Group’s segmental assets, liabilities, income and expenses.

(a)

Interim Report 2006
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

2 SEGMENT REPORTING (Continued)

(a) By business activity: (Continued) (a) REBRDE (&)

For the six months ended 30 June 2006

Corporate
and other
Life businesses
Reinsurance insurance ¥R Total
BRE ASRE Hitn % Fak)
$000 $°000 $°000 $°000
T Fir Frr Frr
Revenue WA
Gross premiums written EARRRE 1,216,230 5,841,633 = 7,057,863
Policy fees REBYA - 3,633 - 3,633
1,216,230 5,845,266 - 7,061,496
Less: Premiums ceded to reinsurers 3 : RE 2 BR M (136,918) (20,610) - (157,528)
Net premiums written and FERRER
policy fees REBRA 1,079,312 5,824,656 - 6,903,968
Change in unearned premium REHBETEES
provisions, net of reinsurance 2t mBRRE (380,773) (69,198) - (449,971)
Net earned premiums and EHRIURE K&
policy fees REBRANFE 698,539 5,755,458 - 6,453,997
Net investment income and net gain & WA K 25558 154,855 754,905 38,449 948,209
Net exchange gain/(loss) bE % Wz (B518) F8 37,149 (11,891) (311) 24,947
Other income HigA 439 521 17,562 18,522
Inter-segment transactions DEZERS (150) - (7,909) (8,059)
890,832 6,498,993 47,791 7,437,616
Benefits, losses and expenses af - BRREAR
Policyholders’ benefits RERHHAFIR (413,478) (592,357) - (1,005,835)
Net commission expenses ReXFE (250,788) (408,969) - (659,757)
Administrative and other expenses THEEMER (21,932) (580,012) (14,289) (616,233)
Change in life insurance funds, SRETEES
net of reinsurance 21 BRBRR - (4,539,116) - (4,539,116)
Inter-segment transactions PEZERS 7,909 - 150 8,059
(678,289) (6,120,454) (14,139) (6,812,882)
Profit from operations T 212,543 378,539 33,652 624,734
Share of (losses)/profits of ELEEE AR
associates (&18) /&7 - (136) 4,032 3,896
Finance costs MBER - (32,273) (39,830) (72,103)
Profit/(loss) before taxation BB ATER (BE) 212,543 346,130 (2,146) 556,527
Income tax charge HIEX H (7,273) (88,344) (3,306) (98,923)
Profit/(loss) after taxation BB &ER (BE) 205,270 257,786 (5,452) 457,604
Minority interests DB R A - (129,319) - (129,319)
Profit/(loss) attributable BREWEER, (BE)
to equity holders 205,270 128,467 (5,452) 328,285
PREBERBRAR 2006 B3RS 13



NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

14

China Insurance International Holdings Company Limited

2 SEGMENT REPORTING (Continued) 2 DHEESR &)
(a) By business activity: (Continued) (a) REBRDE (&)
At 30 June 2006 RZFEENFANA=+H
Corporate
and other
Life businesses
Reinsurance insurance ¥R Total
BRE ASRRE HiEH% Fab]
$000 $000 $000 $000
Fir Fir Fir Fir
Debt securities BBES 1,441,285 17,673,639 405,153 19,520,077
Equity securities % A 55 332,800 442,963 126,249 902,012
Equity investment funds BAEERES - 1,829,175 - 1,829,175
Money market investment funds EEMBREES 6,398 2,731 - 9,129
Composite investment funds ReREES 23,458 - - 23,458
Cash and bank deposits Be RRTEFR 1,404,450 4,984,881 384,541 6,773,872
Goodwill S - 154,909 73,276 228,185
Interest in associates N NI - 4,052 346,151 350,203
Other segment assets HinHBEE 1,449,343 1,425,653 111,772 2,986,768
Total assets MmEE 4,657,734 26,518,003 1,447,142 32,622,879
Life insurance funds EhETEES - 20,171,759 - 20,171,759
Unearned premium provisions RIBMETEES 819,046 295,504 - 1,114,550
Provision for outstanding claims RIREETELE 2,135,909 43,147 = 2,179,056
Investment contract liabilities BEANAR - 108,747 - 108,747
Interest-bearing notes EHERE - 1,456,500 1,350,906 2,807,406
Securities sold under BHEEES
repurchase agreements - 1,729,147 - 1,729,147
Other segment liabilities HtnkEaE 110,344 564,518 22,971 697,833
Total liabilities HmafE 3,065,299 24,369,322 1,373,877 28,808,498

Interim Report 2006



NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

2 SEGMENT REPORTING (Continued) 2 DHEESR &)
(a) By business activity: (Continued) (a) REBRDE (&)
For the six months ended 30 June 2005 HE—FTTRFNA=+HIENEA
Corporate
and other
Life businesses
Reinsurance insurance ¥R Total
BRRE ASRE Hitn % Fak)
$000 $°000 $°000 $°000
T Fir Frr Frr
Revenue WA
Gross premiums written EERRE 999,608 2,742,040 — 3,741,648
Policy fees REBRA — 1,522 — 1,522
999,608 2,743,562 - 3,743,170
Less: Premiums ceded to reinsurers & : REZBR1HE (154,894) (25,505) — (180,399)
Net premiums written and FERREBRREZRA
policy fees 844,714 2,718,057 — 3,562,771
Change in unearned premium REHBETEES
provisions, net of reinsurance 2 - BRBERRE (293,530) (120,396) — (413,926)
Net earned premiums and ERDRERREE
policy fees WA TR 551,184 2,597,661 - 3,148,845
Net investment income and BERARMEFE
net gain 84,190 205,118 26,491 315,799
Net exchange loss EREEFE (45,640) (393) (837) (46,870)
Other income Hp A 3,426 71 14,208 17,705
Inter-segment transactions PEZERS (150) - (5,720) (5,870)
593,010 2,802,457 34,142 3,429,609
Benefits, losses and expenses wit BRRER
Policyholders’ benefits REFE AN = (284,464) (225,579) — (510,043)
Net commission expenses AetHFE (213,035) (267,624) — (480,659)
Administrative and other expenses THREME R (19,214) (401,843) (13,996) (435,053)
Change in life insurance funds, SERETERES
net of reinsurance 2 BRBRR - (2,154,956) - (2,154,956)
Inter-segment transactions DEZEARS 5,720 — 150 5,870
(510,993)  (3,050,002) (13,846)  (3,574,841)
Profit/(loss) from operations BEER (B8) 82,017 (247,545) 20,296 (145,232)
Share of losses of associates FE(RE S A EEE - - (12,013) (12,013)
Finance costs MBER - - (42,833) (42,833)
Profit/(loss) before taxation BB ATER, (BE) 82,017 (247,545) (34,550) (200,078)
Income tax (charge)/credit BB (EZd) e (5,262) 78,467 (2,099) 71,106
Profit/(loss) after taxation BRBEER, (BB) 76,755 (169,078) (36,649) (128,972)
Minority interests DEIRR - 85,204 - 85,204
Profit/(loss) attributable RRESER, (B8)
to equity holders 76,755 (83,874) (36,649) (43,768)
PREBERBRAR 2006 B3RS 15



NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

2 SEGMENT REPORTING (Continued) 2 DEER®E

(a) By business activity: (Continued) (a) REBRDE (&)

16

At 31 December 2005

R-FERF+=A=+—A

Corporate

and other

Life businesses
Reinsurance insurance ¥R Total
BRR ASRE Hitn %% Fak]
$'000 $'000 $'000 $'000
Fr Fir T T
Debt securities BBEF 1,473,640 14,841,992 403,891 16,719,523
Equity securities P& AR 7 325,721 183,486 140,291 649,498
Equity investment funds BAZEES - 745,105 - 745,105
Money market investment funds EBMGRERES 4,691 1,460,364 — 1,465,055
Composite investment funds REREES 8,380 - - 8,380
Cash and bank deposits Be RIB1TER 1,187,083 3,503,219 420,717 5,111,019
Goodwill RS - 154,909 73,276 228,185
Interest in associates NN A £ — 4,188 311,110 315,298
Other segment assets HinHBREE 991,021 1,012,374 88,323 2,091,718
Total assets BEE 3,990,536 21,905,637 1,437,608 27,333,781
Life insurance funds SRETERES — 15,453,533 — 15,453,533
Unearned premium provisions REBHETEES 369,327 221,940 — 591,267
Provision for outstanding claims KRR TRER 2,106,450 43,528 — 2,149,978
Investment contract liabilities BREANEE — 75,857 - 75,857
Interest-bearing notes ERNEER — 1,441,500 1,347,971 2,789,471

Securities sold under repurchase & i B E %

agreements - 1,928,499 — 1,928,499
Other segment liabilities HEHEaE 126,326 779,160 21,445 926,931
Total liabilities maes 2,602,103 19,939,017 1,369,416 23,910,536
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(BT
2 SEGMENT REPORTING (Continued) 2 D HEER @)
(b) By geographical area: (b) REEZE:
For the six months ended 30 June 2006 HE_ZEENENA=1THIENEA
PRC
(other than
Hong Kong Rest Rest
HongKong  and Macau) of Asia of the
and Macau 1 (B Japan L3 Europe world Total
BEREM  RAMBN A% EfHE EQ R E ]
$000 $000 $000 $000 $000 $000 $000
i T T T T i i
Gross premiums written TARRER
and policy fees REBYA 239,553 6,139,046 82,243 326,267 219,170 55,217 7,061,496
For the six months ended 30 June 2005 HE_ZTLTRFENA=1THIENEA
PRC
(other than
Hong Kong Rest Rest
Hong Kong and Macau) of Asia of the
and Macau T (B Japan ol Europe world Total
BARRR  REMRM A% EiE &l HipiR g
$000 $000 $000 $000 $000 $000 $000
i T Tr T Fr i i
Gross premiums written TARRER
and policy fees REBUA 261,814 2,916,383 74,822 281,985 165,988 42,178 3,743,170
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

3 GROSS PREMIUMS WRITTEN AND POLICY FEES 3 FERRRERREBEBEWRA

Principal activities FEHEK

The principal activity of the Company is investment holding. The RAFNEEZEBRIREER - AARIREMBAF]
principal activities of the Company and its subsidiaries are the NEIBEBEEAERSEBRBREBRTBEAZR
underwriting of all classes of global reinsurance business and direct BREETS o ARRFING B E I & R B RE T B ERR
life insurance business in the PRC. The Company also engages in EX

the underwriting of property and casualty business in the PRC through
an associated company.

Apart from these, the Group also carries on asset management and o REBEREEEEEEBRRBPNES
insurance intermediary businesses and, to support its insurance WAREGRBREBMHFESEEY  BERAZES -
activities, holds money market, fixed income, equity and property RERYERE -

investments.

Turnover represents gross premiums written and policy fees from EEERIEBRBEBRABSRBEBERRRER
reinsurance business and life insurance business. Turnover REBIA o EEBEBBRALREN—IH - KEZ
constitutes a portion of the total revenue. Consistent with the audited TERF+ A=+ HLFENEEXIBEREKR—
financial statements for the year ended 31 December 2005, income B BEBTEEBBARREHRNEBBRABTETA
from the asset management business and income from the insurance REBMEXTN EFHRETNEEEERREREE
intermediary business are excluded from the Group’s turnover. The HEW - HNEEXEPRRNSEE ZWEERT
directors believe that the new definition of turnover provides a better SEHINOT

presentation. The amount of each significant category of revenue
recognised in turnover during the Period is as follows:

Six months ended 30 June 2006
BE-ZEERENA=THLEAEAR

Reinsurance Life insurance Investment
contracts contracts contracts Total
BREEXH ASRREN REEH Az
$'000 $'000 $'000 $'000
Fr Fir T T
Gross premiums written EARRE 1,216,230 5,841,633 - 7,057,863
Policy fees REERA - - 3,633 3,633
1,216,230 5,841,633 3,633 7,061,496
Six months ended 30 June 2005
BE-_ZTTRAF A A=TAHLAEA
Reinsurance  Life insurance Investment
contracts contracts contracts Total
BRBELN ASRBED BEEH I
$'000 $'000 $'000 $'000
Fr Fir Frr Frr
Gross premiums written EAERRE 999,608 2,742,040 — 3,741,648
Policy fees REBRA - - 1,522 1,522
999,608 2,742,040 1,522 3,743,170
In respect of the reinsurance business, a substantial proportion of BN BRBRES  BESIOEZEEE - KEheE
reinsurance premium income is written in the first half of each year RBRBBUABEREGFH EFLFER -

because of the special nature of its operations.
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

4 NET INVESTMENT INCOME AND NET GAIN 4 KREWARWzEFHE

Six months ended 30 June

BEAA=THILEAREAR

2006 2005
ZEEXRE —EERF
$°000 $000
Frr For
Net investment income REWRANFE
Dividend income from listed securities EmEHFHKRSWA 26,796 9,574
Dividend income from unlisted securities IEEMEHFHRBE KA 68,364 18,360
Interest income from listed securities ETESFOFERA 367,851 212,408
Interest income from unlisted securities LT EH BT EWA 22,781 32,594
Other interest income H RS UA 100,842 47,802
Rental receivable from investment properties FERIEEMENTES 1,059 1,153
Interest expenses on securities sold under B EIEESFBEH
repurchase agreements (35,903) (4,763)
551,790 317,128
Net gain Wz R R
Net realised and unrealised gains B SHNEERR
on listed securities REH W F 5B 370,926 9,000
Net realised and unrealised gains/(losses) LB HFHNEERK
on unlisted securities KBRS
(E518) F%5 20,308 (24,138)
Surplus on revaluation of investment properties REYESLHAK 5,185 13,365
Write back of impairment loss on listed BE Em&IELET
and unlisted debt and equity securities BB RRAES
BB - 444
396,419 (1,329)
Total g 948,209 315,799
OTHER INCOME 5 Haug A
Six months ended 30 June
BZEANA=+HIEAEA
2006 2005
—EERF —ETRF
$°000 $'000
Fir Fr
Income from asset management business BEEREBBA 1,886 2,146
Income from insurance intermediary business RN ZEB WA 6,803 5,490
Net loss on sale of fixed assets HEBETEERBTE (6) (36)
Write back of/(provision for) impairment loss on R R P REURER ZORE
insurance debtors EiEE S (EH) 147 (342)
Others Hith 1,633 4,577
10,463 11,835
FREEEBEARAR 20067 HHRE



NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

6 POLICYHOLDERS’ BENEFITS AND NET 6 REFEANZRAEXLFHE
COMMISSION EXPENSES

(a) Policyholders’ benefits (@) REBBAFG

Six months ended 30 June 2006
HE-ZEERERA=Z+HLEAEAAR
Reinsurance Life insurance

contracts contracts Total

BREEY ASREBEHN 4azE

$’000 $’000 $’000

Fr Fr Fr

Claims and claim adjustment expenses BN BRI Y 475,920 139,940 615,860
Less: Reinsurers’ share B BRODE (62,442) (11,684) (74,126)
413,478 128,256 541,734

Surrenders RIRAEEE — 427,404 427,404
Annuity and maturity payments F& RBBR - 32,292 32,292
Policy dividends REHA — 4,405 4,405
413,478 592,357 1,005,835

Six months ended 30 June 2005
HE-_ZTTRAFAA=+tHIEA~ER

Reinsurance Life insurance
contracts contracts Total
BREEX ASREBEN 4azE
$’000 $’000 $’000
For For For
Claims and claim adjustment expenses B R B SRR IR X 384,164 61,003 445,167
Less: Reinsurers’ share B BRODE (99,700) (10,412) (110,112)
284,464 50,591 335,055
Surrenders RIRAEEE - 160,046 160,046
Annuity and maturity payments Fo REHMAR — 12,878 12,878
Policy dividends REDA — 2,064 2,064
284,464 225,579 510,043
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

6 POLICYHOLDERS’ BENEFITS AND NET 6 REFEAFNZERASILFE®
COMMISSION EXPENSES (Continued)

(b) Net commission expenses (b) MHEXHFE

Six months ended 30 June 2006
HE-ZEERERA=Z+HLEAEAAR
Reinsurance Life insurance

contracts contracts Total

BRESY ABRBEYN “zm

$'000 $'000 $'000

Fr Fir Fr

Gross commission expenses BeX Hia%E 292,310 413,847 706,157
Reinsurance commission income BRRERASKA (41,522) (4,878) (46,400)
Net commission expenses e HFE 250,788 408,969 659,757

Six months ended 30 June 2005
HE-_ZTRAFAA=+tHLE~EAR

Reinsurance Life insurance

contracts contracts Total

BREEY ASRBEY #zE

$000 $’000 $000

For For For

Gross commission expenses HeZHaass 243,860 274,479 518,339
Reinsurance commission income BRERASKA (30,825) (6,855) (37,680)
Net commission expenses HeZ 758 213,035 267,624 480,659
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

7 PROFIT/(LOSS) BEFORE TAXATION 7 MELADRER (BE)
Profit/(loss) before taxation is arrived at after charging: WA AR R (E518) B4k

Six months ended 30 June

BEANA=ZTHILEANEAR

2006 2005
ZEERE —EERF
$’000 $’000
Fr Fr
(a) Finance costs: (@) HMKER:
Interest on interest-bearing notes BNEERME 72,103 39,948
Interest on other loans HaBEHFE - 2,885
72,103 42,833
(b)  Staff costs: by BIMKA:
Salaries, wages and other benefits Fe IER
H At 5 259,142 197,522
Contributions to defined contribution B E HBURIK
retirement plan T Bl 29,552 27,581
288,694 225,103
(c) Otheritems: (c) HftwEg :
Auditors’ remuneration ZEEN BN & 669 441
Depreciation e 23,458 17,514
Operating lease charges in respect BEMENKE
of properties HEEA 50,840 38,077
Share of associates’ taxation hEE & AR RIE 443 245
8 INCOME TAX CHARGE/(CREDIT) 8 MEXH (ER)
Income tax charge/(credit) in the consolidated income statement REBRRARAOBES L, (Ee) 5 -
represents:
Six months ended 30 June
BEANA=+HLEREA
2006 2005
—EERE —TTRF
$°000 $000
FT Fr
Current tax — Provision for EHRIE — &8
Hong Kong Profits Tax FISTLERE 10,401 7,091
Deferred taxation (note) RERIE (KaE) 88,522 (78,197)
Total income tax charge/(credit) ErEReH,/ (Ke) 98,923 (71,106)
Note: Deferred taxation for the Period mainly represents deferred tax liabilities Bt - AE I HEEERIEE ZRRAEE —KFBLAIMD
recognised in respect of unrealised investment gains and life insurance & B PH B A R HER M AR B IR E Wk R R B RRE
funds recognised in a subsidiary of the Group outside of Hong Kong while SMERNEEREESE  MEAFRAEZENRIH
those for the Last Period mainly represents deferred tax assets recognised BRAAEANREBEMERNRLERBEE -

in respect of tax losses incurred by this subsidiary.
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LB 5)R)

8 INCOME TAX CHARGE/(CREDIT) (Continued) 8 HEXH (ER) @)
The provision for Hong Kong Profits Tax represents the Group’s BAEFGHEGREASERERGBRR  BEE
estimated Profits Tax liability calculated at the standard tax rate of B RREBHRNFEBHETBETN - R17.5% ( ZFF
17.5% (2005: 17.5%) on its assessable profits from reinsurance, asset REF 17.5% ) WIRER XA E G EMFISH -
management and insurance intermediary businesses, except for its BIRE/EIMNER ) BRIR FE IS TR S A B Em A FL
assessable profits from the business of reinsurance of offshore risks, E8.75% ( ZTZTHF : 8.75% ) * BMEERI K —
which is calculated at the applicable rate of 8.75% (2005: 8.75%), FETE
being one-half of the standard tax rate.
Taxation outside Hong Kong is calculated at the rates prevailing in BREUIMLENTIHEABBRDEEERWRITHES
the respective jurisdictions. Ho
The Group also has not recognised deferred tax assets in respect of AEESAERERANRBEBECREHREEENR
tax losses of approximately $23,610,000 (31 December 2005: $Nil) 23,610,000 (ZZZRAF+-_A=+—H : &) - £
as it is not probable that sufficient taxable profit will be available to MURTERIIR A E W AR B WIER - TIHRAREREL
allow the related tax benefit to be utilised in the foreseeable future. R RE B FERTL R E A] LA A AE R 2 BIE K

9 DIVIDENDS 9 i E
No interim dividend in respect of the interim period was declared RIZEERFRNAZTHRBRLEBRAMBHER X
and paid after 30 June 2006 (2005: $Nil). IRWOPERRE (ZETREF ) -
No final dividend in respect of the previous financial year was declared REBR E—EVRFEE YR HTBEHETIRESE
and paid during the interim period (2005: $Nil). KRR E (CEERHE ) o

10 EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO 10 REEWEERERN (FE)
THE EQUITY HOLDERS OF THE COMPANY

(a) Basic earnings/(loss) per share (@) BREXEBRF (FHE)

(b)

The calculation of basic earnings/(loss) per share is based on the
profit attributable to equity holders of the Company of $328,285,000
(2005: loss of $43,768,000) and the weighted average number of
ordinary shares of 1,338,144,592 shares (2005: 1,331,776,925
shares) in issue during the Period.

Diluted earnings/(loss) per share

The calculation of diluted earnings/(loss) per share is based on the
profit attributable to equity holders of the Company of $328,285,000
(2005: loss of $43,768,000) and the weighted average number of
ordinary shares of 1,348,306,116 shares (2005: 1,339,769,387
shares) after adjusting for the effects of all dilutive potential ordinary
shares under the Company’s share option scheme.

(b)

BREAXERN(BE) 2K EREREEEZF
328,285,0007T (Z T T H F : F51843,768,0007T) °
REAN B BT L @R INAE T 19 801,338,144,592/%
(ZZZTFHHF :1,331,776,9250%) 515 -

BREBEERF, (B8

FREBEAERN(BE) 2KBREEEEF
328,285,0007C (—ZZTZ A F : f51848,768,0007T) &
ERARRRRET B EEBEHEEYENLR
& 1F () 5 215 1 A X 3 A% N4 £ £1,348,306,116
B(ZZZT R4 :1,339,769,387%) 5t & -

TREGERERAR 20067 M E
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

10 EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO 10
THE EQUITY HOLDERS OF THE COMPANY (Continued)

BRRELERETR, (BBE) @)

() Reconciliations (c) HER
At 30 June
RANA=1+H
2006 2005
—EERE —TTRF
No. of shares No. of shares
ROEE e
Weighted average number of ordinary shares RESTEBRER
used in calculating basic earnings/(loss) per share BH, (BB mED
H& hn 4 15 A 28 1,338,144,592 1,331,776,925
Deemed issue of ordinary shares for RAREETH
no consideration &3 AR IR 2R 10,161,524 7,992,462
Weighted average number of ordinary shares RIEstEBREE
used in calculating diluted earnings/(loss) BF,/ (BB mEs
per share AR A 35 A% B 1,348,306,116 1,339,769,387
11 FIXED ASSETS 11 EEEE

24

The Group leases out investment properties under operating leases.
The leases typically run for an initial period of two years, with an
option to renew the lease after that date at which time all terms are
renegotiated. Lease payments are usually reviewed annually to reflect
market rentals. None of the leases include contingent rentals. The
gross carrying amount of investment properties of the Group held
for use in operating leases was $70,565,000 (31 December 2005:
$65,230,000).

The Group’s total future minimum lease payments under non-
cancellable operating leases are receivable as follows:

AEENGEHRERLREDE - ELRE—RNL
BH-F  WEERBEELIHREESR  ERME
BRHTEFEE - MENREATSEFERT - U
REETIHES - FEAESTRERATES - ~5H
FEREHENIRE Y E/RE E£5/770,565,0007T
—TTRF+-A=+—H : 65,230,0007T) °

REERE AR CEMER RRERHRIEA
Effx@mnT

At 30 June At 31 December

2006 2005

RZBEXRE RZZTRF

~A=t+H +=-—A=+—H

$°000 $'000

FT Fr

Within 1 year 1R 2,561 2,697
After 1 but within 5 years 1FZBESFER 673 1,259
3,234 3,956

China Insurance International Holdings Company Limited  Interim Report 2006




NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

12 INVESTMENTS IN DEBT AND EQUITY SECURITIES 12

BEBEBRATSRE

At 30 June 2006 At 31 December 2005

RZZEEXRE RZZTZTRF
AA=TH +-B=+—H
$°000 $000
FT Frr
Held-to-maturity (Note (j)): BBEEIMBE (Ba0) -
— Debt securities — BEBER 960,915 1,046,037
Available-for-sale (Note (i)): AEHE (B )
— Debt securities — BERES 17,844,302 14,869,410
— Equity securities — REESH 240,824 211,268
— Equity investment funds —BRAREERES 1,086,641 -
19,171,767 15,080,678
Designated at fair value through profit EEABBERURE
or loss (Note (iii)): RFEIE (F i) -
— Debt securities — BEBES 714,860 804,076
— Equity securities — BARES 661,188 438,230
— Equity investment funds —BRAKRERS 742,534 745,105
— Money market investment funds — EERMBREES 9,129 1,465,055
— Composite investment funds — AR EES 23,458 8,380
2,151,169 3,460,846
Total 4 E 22,283,851 19,587,561
PREBERBRAR 2006 B3RS
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

12 INVESTMENTS IN DEBT AND EQUITY SECURITIES 12 GEHBERAIZFHFKRE @)

(Continued)
Central Banks
governments and other
and central Public financial
banks sector institutions Corporate
PREFR entities  SRTREM entities Others Total
ks i) DR SRKE bxEE At BE
$'000 $'000 $'000 $000 $000 $000
T T T Tz Tz Tz
(i) Held-to-maturity () BBEZEHA
At 30 June 2006 RZEERERA=TH
Listed outside Hong Kong o —FRUNME 52,168 118,868 158,980 394,536 8,621 733,173
Unlisted ¥tm 69,002 7,585 95,668 55,487 - 221,142
121,170 126,453 254,648 450,023 8,621 960,915
Fair value of securities BELTE 138,862 127,440 257,312 462,704 11,214 992,532
Market value of listed securities trEsTE 54,159 119,169 160,954 406,156 11,214 751,652
At 31 December 2005 RZZERFTZA=T-H
Listed outside Hong Kong I —ERME 52,107 118,664 222,001 393,275 8,041 794,088
Unlisted Ei 68,316 7,559 85,445 90,629 - 251,949
120,423 126,223 307,446 483,904 8,041 1,046,037
Fair value of securities EFLNTE 142,745 130,883 314,019 507,470 11,080 1,106,197
Market value of listed securities LhEFTE 56,206 122,261 294,252 413,700 11,080 897,499
The held-to-maturity debt securities include an amount of REZIBRESKEFBER —FANIHERB
$133,953,000 (31 December 2005: $125,415,000) which is maturing 133,953,000t (ZEZERF+-_A=+—H :
within one year. 125,415,0007T) M BT EH o
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

12 INVESTMENTS IN DEBT AND EQUITY SECURITIES 12 BEERARBHRE @)
(Continued)
Central Banks
governments and other
and central Public financial
banks sector institutions Corporate
PREFR entites  RTREM entities Others Total
PRERAT DR SEEE PEEE At an
$'000 $000 $000 $'000 $'000 $'000
i r Fr i i i
(i) Available-for-sale (i) THEE
At 30 June 2006 RZBBERERAZTH
Listed debt securities hEERS
— in Hong Kong — & - - 14,761 - - 14,761
— outside Hong Kong —EBUME 8,404,098 7,478 2,778,785 6,212,972 15,641 17,418,974
Listed equity securities tRRAES
- in Hong Kong ) = 5,693 97,063 106,261 - 208,917
— outside Hong Kong —BEUIME - - 28,587 - = 28,587
Unlisted debt securities FEDERES - - 128,960 281,607 - 410,567
Unlisted equity securities FLEmRAES - - - 3,320 - 3,320
Unlisted equity investment funds FrHRARERS - - - - 1,086,641 1,086,641
8,404,098 13,07 3,048,156 6,604,160 1,102,282 19,171,767
Fair value of securities BENTE 8,404,098 13,071 3,048,156 6,604,160 1,102,282 19,171,767
Market value of listed securities FaEEnE 8,404,098 13,07 2,919,196 6,319,233 15,641 17,671,239
Current = 8,404,098 13,071 3,048,156 6,604,160 1,102,282 19,171,767
Non-current *EH - - - - - -
8,404,098 13,071 3,048,156 6,604,160 1,102,282 19,171,767
At 31 December 2005 RZZTRET-A=1-4
Listed debt securities ITTEBES
— in Hong Kong — &% - - 15,581 - - 15,581
— outside Hong Kong — BEMIMLE 7,549,786 7,500 1,977,586 4,343,424 15,004 13,893,390
Listed equity securities tRAES
— in Hong Kong — &% - 10,148 124,958 56,546 - 191,652
— outside Hong Kong — FBNIMIE - - TAT1 8,780 - 16,251
Unlisted debt securities kLTEBES - - 53,742 906,697 - 960,439
Unlisted equity securities FEMRAES - - - 3,365 - 3,365
7,549,786 17,648 2,179,338 5,318,812 15,094 15,080,678
Fair value of securities BHLTE 7,549,786 17,648 2,179,338 5,318,812 15,094 15,080,678
Market value of listed securities tiEsmE 7,549,786 17,648 2,125,596 4,408,750 15,004 14,116,874
Current B8 7,549,786 17,648 2,179,338 5,318,812 15,094 15,080,678
Non-current 34 - - - - - -
7,549,786 17,648 2,179,338 5,318,812 15,094 15,080,678
PREBERBRAR 2006 B3RS



NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

28

12 INVESTMENTS IN DEBT AND EQUITY SECURITIES 12 BEERARBHRE @)
(Continued)
Central Banks
governments and other
and central Public financial
banks sector institutions Corporate
PREFR entites  RTREM entities Others Total
PRERAT DR SEEE PEEE At an
$'000 $'000 $'000 $'000 $'000 $'000
i r Fr i i i
(i) Designated at fair value (i) EEABBER NG
through profit or loss AYEE
At 30 June 2006 RZBERERAZTH
Listed debt securities hEBES
outside Hong Kong BEUME 16,501 - 71,936 188,159 - 276,596
Listed equity securities tRBRAES
- in Hong Kong —&B - 6,953 39,974 105,651 173 152,751
— outside Hong Kong —BEUIME - - 60,434 5,040 442,963 508,437
Listed equity investment funds IRRAREES
outside Hong Kong ERUME - - - - 544,811 544,811
Listed money market investment funds ITERTERELES
in Hong Kong £ - - - 6,398 - 6,398
Listed composite investment funds tHGARERS
in Hong Kong BB - - - 23,458 - 23,458
Unlisted debt securities FEDERES - - 366,538 71,726 - 438,264
Unlisted equity investment funds FrmRAREES - - - - 197,723 197,723
Unlisted money market investment funds FIHERTERERS - - - - 2,731 2,731
16,501 6,953 538,882 400,432 1,188,401 2,151,169
Fair value of securities BELTE 16,501 6,953 538,882 400,432 1,188,401 2,151,169
Market value of listed securities thEEmE 16,501 6,953 172,344 328,706 987,947 1,512,451
Current 25 16,501 6,953 538,882 400,432 1,188,401 2,151,169
Non-current *EH - - - - - -
16,501 6,953 538,882 400,432 1,188,401 2,151,169
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

12 INVESTMENTS IN DEBT AND EQUITY SECURITIES 12 BEERARBHRE @)
(Continued)
Central Banks
governments and other
and central Public financial
banks sector institutions Corporate
PREFR entities  SBTREM entities Others Total
PRET DR SEEE LEER At L]
$'000 $'000 $'000 $'000 $'000 $'000
fr I i fr fr fr
(i} Designated at fair value (i) 6 BRBER RS
through profit or loss NTEEE)
(continued)
At 31 December 2005 RZZRRE+ZA=1-H
Listed debt securities ITTEBES
autside Hong Kong EALME 165,552 - 73,677 120,837 9,649 369,715
Listed equity securities IThRAES
— in Hong Kong — %k - 8,415 23,185 114,554 350 146,504
— outside Hong Kong — EBIMME - - 60,454 47,132 184,140 291,726
Listed equity investment funds ITTRARERES
outside Hong Kong FRUIME - - - - 118,618 118,618
Listed money market investment funds IigEmRRERS
in Hong Kong B - - - 4,692 - 4,692
Listed composite investment funds IhGAREES
in Hong Kong B - - - 8,380 - 8,380
Unlisted debt securities FLMEBES - - 365,224 69,137 - 434,361
Unlisted equity investment funds FEMRARERS - - - - 626,487 626,487
Unlisted money market investment funds FIMEETSREES - - - - 1,460,363 1,460,363
165,552 8,415 522,540 364,732 2,399,607 3,460,846
Fair value of securities BHNTHE 165,562 8,415 522,540 364,732 2,399,607 3,460,846
Market value of listed securities LhEFTE 165,552 8,415 167,316 295,59 312,757 939,635
Current B8 165,552 8,415 522,540 364,732 2,399,607 3,460,846
Non-current FEH - - - - - -
165,552 8,415 522,540 364,732 2,399,607 3,460,846
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

1 Hf

(Expressed in Hong Kong dollars)

BA R ¥R = Y RE (@)

(LB 5)R)
13 INSURANCE DEBTORS 13 REEFEWIRIK
At 30 June 2006 At 31 December 2005
RZZEEXRE RZZETRHF
AA=TH +-A=+—H
$°000 $000
FT Fir
Amounts due from insurance nglﬁl RBREP R
customers and suppliers R RIE 601,506 225,408
Deposits retained by cedants PRARBOEE 118,979 116,652
720,485 342,060
All of the insurance debtors are expected to be recovered within one FERBREFEKRERERE—F2ARATAKE -
year.
Amounts due from insurance customers and suppliers include amounts EWRBRE P &FFEWTAIE@%FEH&H%MTEQ a5k
due from fellow subsidiaries of $8,347,000 (31 December 2005: 168,347,000t (ZETERF+_A=+—8H:
$5,572,000) which are trade related in nature. 5,572,0007T) - AEAREBE ¥ ME -
The following is an ageing analysis of amounts due from insurance EWRBRE P RAEEZIE (B NREERFE) A
customers and suppliers (net of impairment): BRSO :
At 30 June 2006 At 31 December 2005
R-BZEXRE RZZERF
A~A=TH +ZR=+—H
$°000 $'000
Fi FiT
Not yet due REIE 511,289 138,013
Current 3B 5 5 77,191 72,030
More than 3 months but less than 12 months HiR3EAELR1218 A 10,610 9,776
More than 12 months fBiB121E A 2,416 5,589
601,506 225,408
14 DEPOSITS AT BANKS WITH ORIGINAL MATURITY 14 EFEZIHBEEBE=ZEAMEBTER

MORE THAN THREE MONTHS

30

The subsidiaries of the Group have placed $536,698,000 (31 December
2005: $487,806,000) with banks as a capital guarantee fund, pursuant
to relevant PRC insurance rules and regulations. The fund can only be
used with the prior approval of the relevant authorities in the event that
the PRC subsidiary cannot meet the statutory solvency requirements
or goes into liquidation.
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

15 CASH AND CASH EQUIVALENTS

15

ReERBEEEY

At 30 June 2006 At 31 December 2005

RZZEEXRE W-ZZERF
AA=TH +-B=+—H
$°000 $000
FT Frr
Deposits with banks and other financial JREIERE D R31E A 1)
institutions with original maturity RITREAMI
less than three months WETR 1,386,488 1,514,501
Cash at bank and in hand RITRFERE 1,540,139 1,236,804
2,926,627 2,751,305
16 INSURANCE CREDITORS 16 REEFFEMFEX
At 30 June 2006 At 31 December 2005
RZZEXRE R-ZZTZTRF
~A=1+H +-HA=+—8H
$°000 $000
FT Frr
Amounts due to insurance BRRERERF R
customers and suppliers R RIE 109,793 89,339
Amounts due to insurance intermediaries FERHRBR A Y 3R 20,256 20,778
Deposits retained from retrocessionaires HAORBARENES 26,344 25,382
Prepaid premiums received BUIRE 54,789 244,672
211,182 380,171

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 $2,108,000 (31 December 2005:

$418,000) which are trade related in nature.

The following is an ageing analysis of amounts due to insurance

customers and suppliers:

A RER P EMNEREHEN —FREE -

EREER REEERIEREENRRZWME R R
H 42,108,000 (ZEZERF+_A=+—H:
418,0007T) * BEAKEBREEME -

BRREREP REEEFRZ RESTAT -

At 30 June 2006 At 31 December 2005

RZZERE R-ZZEZTRHF

~B=1+H +-B=+—¢H
$°000 $000
Fi Frr

Current B 79,515 67,760
More than 3 months but less than 12 months BiE3EAEDN12(8 A 16,694 17,940
More than 12 months fBiB121E A 13,584 3,639
109,793 89,339

PREBERBRAR 2006 B3RS
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LB B3 TR)
17 SHARE CAPITAL 17 B
At 30 June 2006 At 31 December 2005
RZZEZEREARA=1+H RNR_EZRF+-_A=+—H
No. of No. of
shares $°000 shares $'000
B EE FT f&n & B For
Authorised: EERA
Ordinary shares of $0.05 each FREE{E0.057T
TR 2,000,000,000 100,000 2,000,000,000 100,000
Issued and fully paid: BRITRBEZRA
At the beginning of the period/year 7 Hf 7,/ E4] 1,336,463,592 66,824 1,331,693,592 66,585
Shares issued under share RIE R AE TS
option scheme BITH R D 2,418,000 121 4,770,000 239
At the end of the period/year REAR,FR 1,338,881,592 66,945 1,336,463,592 66,824
18 EQUITY COMPENSATION BENEFITS 18 BRAHERF
(@) Movements in share options (@) REBENES
At 30 June 2006 At 31 December 2005
RZZEXRE RZTZTRF
AB=1H +-B=+—8H
Number Number
£ =] EgE|
At the beginning of the period/year RERV,/EH) 34,678,000 20,648,000
Granted BEEH 175,000 18,800,000
Exercised (note 17) BT (H5£17) (2,418,000) (4,770,000)
Lapsed FER K (400,000) —
At the end of the period/year WEIEREXR 32,035,000 34,678,000
Options vested at the end of the period/year RER/ERETH
R 29,268,332 31,911,332
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

18 EQUITY COMPENSATION BENEFITS (Continued)

18

BRAFEERF @)

(b)

Terms of unexpired and unexercised share options at 30 June 2006

(b)

REZZAREANAZTAERERRERTELNRR

R FH
Exercise Exercise
Qate granted period price Number
rREBHE T1EH T1EE #A
$
T
25 September 2000 25 September 2000 1.1100 4,660,000
to 9 October 2000 to 8 October 2010
20009 A 258 % 2000F9A 258 &
2000F10H9H 2010F10H8H
9 February 2001 9 February 2001 0.9500 1,213,000
to 17 February 2001 to 16 February 2011
2001F2A9R = 2001F2A9H =
20014 2H17H 20114 2H16H
12 September 2002 12 September 2002 3.2250 6,363,000
to 283 September 2002 to 22 September 2012
2002F9A 128 = 2002 9A 128 &
200249 H23H 201299 H22H
7 January 2003 7 January 2003 3.9750 156,000
to 6 January 2013
2003F1A7H 2003F1 A7 =
2013%F1A6H
5 January 2004 5 January 2004 3.9800 350,000
to 4 January 2014
2004%1A5H 20041 B5HZE
201441748
31 December 2004 27 January 2005 3.2000 350,000
to 26 January 2015
2004 12H31H 2005F1HA27HZE
201541 H26H
2 November 2005 (Note(i) 23 November 2005 2.8750 18,418,000
to 27 November 2015
200511 A28 (A1) 200511 A23H =
201511 H27H
30 December 2005 3 January 2006 3.3000 350,000
to 2 January 2016
2005 12 H30H 2006F1A3H =
201641 A2H
30 June 2006 30 June 2006 5.0000 175,000
to 29 June 2016
200696 A30H 20066308 &
201656 H29H
32,035,000
Note: Hiat

374,118,000 B2 4 R B FR AT (£ RO RARAE -
BHME-FELF T A=A

(i) 4,118,000 of the unexpired and unexercised options have vesting periods (i)
up to 23 November 2007.
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

18 EQUITY COMPENSATION BENEFITS (Continued) 18 BRAMHMERH &)
(c) Details of share options granted during the Period, all of which  (c) HRCRENRREFE  ZEXREZHHELUR
were granted for $1 consideration EB1xEd
Six months ended Year ended
30 June 31 December
2006 2005
Bz HZE
—EERE —EERF
ANRA=+H +ZHA=+—H
Exercise 1E7{E B IEFE
Exercised period price Number Number
REBH TEE A #HE
$
T
23 November 2005 to 2005F 11 H23H &
27 November 2015 2015911 A27H 2.8750 — 18,450,000
3 January 2006 to 2006%F1A3HZE
2 January 2016 20161 H2AH 3.3000 — 350,000
30 June 2006 to 20066 A30H &
29 June 2016 20166 H29H 5.0000 175,000 —
175,000 18,800,000
(d) Details of share options exercised during the Period (d HRETENIREFE
Weighted
average
market
value
per share at
Exercise exercise date Proceeds
Exercise date price 17158 e received Number
REAH TEE FHERME RS FRIE A
$ $ $°000
T T Fr
3 January 1H3A 1.110 3.2934 1,931 1,740,000
4 January 1H4AR 2.875 3.3769 92 32,000
24 April 4H24H 3.225 4.2827 1,935 600,000
2 May 5H2H 0.950 4.2326 16 17,000
26 May 5H26H 3.225 4.4750 29 9,000
6 June 6H6H 3.225 4.4485 65 20,000

4,068 2,418,000
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LB 5)R)
18 EQUITY COMPENSATION BENEFITS (Continued) 18 BRAMHMERH &)
(e)  Fair value of share options and assumptions: (e) RBRENAFEEBERRE:
The estimate of the fair value of the share options granted is measured B RAE 2 fh 5T A BB Black-Scholes R i #
based on the Black-Scholes pricing model. EEER -
Date of grant
g l=!
30 June 2006
—EERFEARA=1H
Fair value at measurement date ($) REEAMAFE () 2.706453
Share price ($) % {& () 5
Exercise price (3) 711818 (o) 5
Expected volatility (note (i) TEHDRE R (Kt () 37.11%
Option life (Year) REREFE () 10
Expected dividends (note (i) TEHARR B (B 3% (i) 0.38%
Risk-free interest rate (note (iij)) mERR TR (B (i) 4.826%
Note: Bt
(i) The expected volatility is based on the historical volatility of the share i) TAFRIERIRBR L B BE - FREMNKIE -
price one year immediately preceding the grant date.
(i) Expected dividends are based on historical dividends since the listing of (ii) fEt R BIRA DA EMARBAERRE
the Company.
(iii) Risk-free interest rate is based on the yield of the 10-year Hong Kong (iii) EERAERTFHNTEINEESRBNES X -

Exchange Fund Note.
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LB 5)R)
19 RESERVES 19 f##E
Employee
share-based Retained
compensation profits/
reserve  (accumulated
Capital Share Exchange Fair value Wk losses)
reserve premium reserve reserve A%ZES REER/ Total
BERGE R &E EdGE L VERE HEGE (BiHER) 4%
$000 $000 $000 $000 $'000 $'000 $'000
fr Fr r r fr fr i
At 1 January 2006 RZEERE-A-H 567,458 1,644,418 6,125 254,648 20,629 (52,944) 2,440,334
Shares Issued BEIRH - 3,947 - - - = 3,947
Exchange differences on translation HETENIME
of the financial statements of HEAAREN
subsidiaries outside of Hong Kong EiZE - - 13,056 - - - 13,056
Deficit on revaluation of available- IRHEZAER
for-sale securities, net of deferred tax Bt + R - - - (45,556) - - (45,556)
Profit for the Period REHRER - - - - - 328,285 328,285
Exercise of share options fTEZRE - 4 - - (1) - -
Equity settled share-based transactions  RAE [ 2R BERS - - - - 474 - 474
At 30 June 2006 RZEERERA=TH 567,458 1,648,406 19,181 209,092 21,062 275,341 2,740,540
At 1 January 2006 RZEER5-A-H 567,458 1,639,426 (11,828) (136,290) - 380,819 2,439,585
Shares Issued BEIRS - 4,99 - - - - 4,992
Exchange differences on translation BEEEIME
of the financial statements of HEREEN
subsidiaries outside of Hong Kong EiZE - - 17,953 - - - 17,953
Surplus on revaluation of avallable- ARHERAER
for-sale securties, net of deferred tax ~ B& - HEEHE - - - 390,938 - - 390,938
Loss for the year rEEER - - - - - (433,763) (433,763)
Equity settled share-based transactions  RABR zRGEBERS - - - - 20,629 - 20,629
At 31 December 2005 RZEERE+-A=+-H 567,458 1,644,418 6,125 254,648 20,629 (62,944) 2,440,334
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

20 MATURITY PROFILE 20 ZHIER
1 year 5 years
or less or less
Repayable but over but over
on demand 3 months 3 months 1 year
e or less 1EUT SELT After
ERE =fA BiE BB 5 years Undated Total
& BUT 38R 1£ 5E% XA £5
$000 $000 $000 $000 $000 $000 $000
i T T T T Fr Fr
At 30 June 2006 WZEEAERAZTH
Assets EE
Deposits at banks and RITREMEE
other financial institutions BEBR 84,717 1,307,888 15,881 3,729,668 - - 5,138,154
Pledged deposits at banks BERTRONER - - 95,579 - - - 95,579
Certficates of deposit FRE(EERHE)
(under held-to-maturity) - - 56,848 10,000 - - 66,848
Debt securities EREAR(HEZIHE)
(under held-to-maturity) - 14,089 63,016 494,753 322,209 - 894,067
Debt securities EBES (TRIEE)
(under available-for-sale) - - 28,394 2,892,897 14,923,011 - 17,844,302
Debt securities (under EfES (BRERN
designated at fair value) RBATER) 142,776 - 230,482 144,182 109,145 88,275 714,860
Loans and advances ERRER - 14,340 64,173 19,878 - - 98,391
227,493 1,336,317 554,373 7,291,378 15,354,365 88,275 24,852,201
Liabilities af
Interest-bearing notes THERE - - - - 2,807,406 - 2,807,406
Securities sold under EROEES
repurchase agreements - 1,729,147 - - - - 1,729,147
Investment contract liabilties REANEE 108,747 - - - - - 108,747
Insurance protection fund RBREES - 3,758 4,259 - - = 8,017
108,747 1,782,905 4,259 - 2,807,406 - 4,653,317
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R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LUB#SR)

20 MATURITY PROFILE (Continued) 20 EFHEBER @
1 year 5 years
or less or less
Repayable but over but over
on demand 3 months 3 months 1 year
e or less 1EUT SELT After
ERE =fA BiE BB 5 years Undated Total
BE FUT 3fEA 1% 5 XA &8
$000 $000 $000 $000 $000 $000 $000
i T T T T i i
At 31 December 2005 RZETRET-A=1-H
Assets gk
Deposits at banks and RITREMEE
other financial institutions BEBR 271,919 1,269,252 16,268 1,023,562 1,195,244 - 3,776,235
Pledged deposits at banks BERTRONER - - 97,980 - - - 97,980
Certficates of deposit FRE(EERHE)
(under held-to-maturity) - - 56,956 - 10,000 - 65,956
Certificates of deposit (under i (Basa
designated at fair valug) REATEE) - - - - 7754 - 7,754
Debt securities EREs (E2HE)
(under held-to-maturity) - 6,700 62,759 477,390 433,232 - 980,081
Debt securlties ERER (THEE)
(under available-for-sale) - - 32,129 2,611,825 12,225,456 - 14,869,410
Debt securities (under EREHR (BREEN
designated at fair value) RBATEE) 97,139 - 228,725 225,314 155,334 89,810 796,322
Loans and advances ERRBA 4830 - 47,558 19,878 - - 72,266
373,888 1,275,952 541,375 4,357,959 14,027,020 89,810 20,666,004
Liabilities 8
Interest-bearing notes FHEEE - - - - 2789471 - 2789471
Securities sold under ElEEES
repurchase agreements - 1,923,499 - - - - 1,923,499
Investment contract liabilties REANBE 75,857 - - - - - 75,857
Insurance protection fund REREES - - 7,229 - - - 7,029
75,857 1,923,499 7,229 - 2,189,471 - 4,796,056
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)

(LB 5)R)
21 COMMITMENTS 21 RIE
(@)  Capital commitments outstanding at 30 June 2006 not (a) RIZEZXRENA=1H - HERETHHBER
provided for in the interim financial report were as follows: ERMEERMEAZENT
At 30 June 2006 At 31 December 2005
RZZERE RZTETHF
AAB=1H +TZA=1+—H
$°000 $000
Fr T
Contracted for EEIES) 73,624 86,024
(b) At 30 June 2006, the total future minimum lease payments b) RZZFZARFEANA=ZTAH BREFTHEBRHL
under non-cancellable operating leases were payable as EHEERBEMNOREAENRERT
follows:
At 30 June 2006 At 31 December 2005
R-BZEXRE RZZZERF
~B=1+H +=-A=+—H
$°000 $000
FT Frr
Within 1 year 1ER 107,228 72,914
After 1 year but within 5 years 1FZESFR 70,152 66,318
177,380 139,232
The Group leases a number of properties under operating leases REBMUGEHERAIBGYE - ELEAE—RVP
which run for an initial period of 1 to 6 years, with an option to renew REB—ZXF  UHEREEIAEER  ERNA
the leases when all terms are renegotiated. Lease payments are BEFHAEFEE - HENKBEGEFRIT - N
usually reviewed annually to reflect market rentals. None of the leases kTS HE SEHENTEERAES -
includes contingent rentals.
22 MATERIAL RELATED PARTY TRANSACTIONS 22 BERBEALRS
The following is a summary of significant transactions entered into UTRASEEFEATRBRNETHNEARZIH
between the Group and its related parties during the Period: B

Six months ended 30 June
BZEANA=+HIEAEA

2006 2005
—EERE —ETRF
Note $°000 $’000
k=3 Fir Fr
Business ceded by related FEQR DM
companies: BRBE - (i)
— Gross premiums written — ERRRELE 119,968 94,599
— Commission expenses paid — e 42,625 28,665
Business retroceded to related FEQRES K
companies: BREER : (i)
— Outward retroceded premiums — E 5 BREBRE 3,044 3
— Commission income received ~ — A& A 84 33
Investment management fee HEEEBEWA (i) 1,274 1,125
Securities brokerage fee paid XM BHELER (iv) 1,232 542
Insurance expenses covering BREBRBRNRRE S L
business risk (v) 158 138
Finance costs paid BTSN 32 (vi) — 2,885
Rental and management fee paid S fIHEEREERE (vii) 905 905
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R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

22 MATERIAL RELATED PARTY TRANSACTIONS 22
(Continued)

ERBEALRS @)

40

Notes:

(i) Certain fellow subsidiaries of the Group ceded business to and received
commission from a subsidiary of the Company.

(if) A subsidiary of the Group retroceded business to and received commission
from certain fellow subsidiaries of the Company.

(iff) A subsidiary of the Company provided investment consultancy services
to and received investment management fee from certain fellow
subsidiaries of the Group.

(iv) The Company and certain subsidiaries of the Group entered into
agreements with a fellow subsidiary of the Group, in relation to securities
broking services provided. Securities broking fees were charged at a fixed
rate of 0.2% of the value of the securities.

(v) The Company and certain subsidiaries of the Group entered into a number
of insurance policies with certain fellow subsidiaries of the Group to cover
their business risks in relation to fire, motor vehicle, personal accident,
workmen’s compensation, electronic equipment and professional
indemnity.

(vi) A subsidiary of the Group borrowed funds from a fellow subsidiary of the
Group. This loan bears interest at LIBOR plus 1.8%. The loan was fully
repaid during 2005.

(vii) During the Period, the Company and a subsidiary of the Group leased
office premises and car parking spaces, and paid rent and building
management fees to, a fellow subsidiary of the Group.

Apart from the above, the Group entered into the following non-
recurring transactions with related parties:

(@)  On 30 June 2006, the Company entered into an agreement
with CIHK to acquire a 4.9% equity interest in a wholly-owned
subsidiary of CIHK for a consideration of $102,578,339. The
Company also entered into certain letters of confirmation with
CIHC, CIHK and other various parties in regard to the waiver
of certain rights and the relaxation of certain non-competition
restrictions. Completion of the above transaction is conditional
upon the fulfillment of predetermined conditions agreed to
amongst the parties. The details of this transaction are set out
in the Circular dated 1 August 2006.

(o)  On 10 May 2005, a subsidiary of the Group entered into an
agreement with a fellow subsidiary to sell certain properties
located in the PRC for $23,000,000, which was the net book
value as at 31 December 2004. The Group intended to make
use of the proceeds received for its general working capital
and expected to invest the proceeds in appropriate assets to
optimise its returns on the investments held. The transaction
did not result in any gain or loss to the Group. The consideration
was determined by reference to a valuation as at 31 December
2004 performed by an independent firm of surveyors, RHL
Appraisal Limited. Under the agreement, the properties were
sold on an “as is” basis. The fellow subsidiary agreed to handle
and complete all of the relevant legal procedures and to bear
all costs and expenses in relation to the transfer of ownership.
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NOTES TO THE INTERIM FINANCIAL REPORT (Continued)

R HA B 75 R MY RE ()

(Expressed in Hong Kong dollars)
(LB 5)R)

22

MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

22

ERBEALRS @)

23

The Group operates in an economic environment predominated by
enterprises directly or indirectly owned or controlled by the PRC
government through its numerous authorities, affiliates or other
organisations (collectively “State-owned Entities”). During the Period,
the Group had transactions with State-owned Entities including but
not limited to sales of insurance policies and banking related services.
These transactions are conducted in the ordinary course of the
Group’s insurance business on terms similar to those that would have
been entered into with non-state-owned entities. The Group has also
established its pricing strategy and approval processes for its major
insurance products. Such pricing strategy and approval processes
do not depend on whether the customers are State-owned Entities
or not. Having due regard to the substance of the relationships, the
directors believe that none of these transactions are material related
party transactions that require separate disclosure.

The Group considers that the key management personnel of the
Group includes only the directors of the Company.

INSURANCE AND FINANCIAL RISK MANAGEMENT

23

AR SR [ I BE A — M8 A B SR P 6 B AR 4 T S i RO AE S
HETEE  BERREHEEEHTRBAREE
BUFH#E - RERE  MERERECRBERSH
EHEEN (GHEIEAER]  AEERHNEEER
BETEBRETRNREHE RRITABRE 2R
5 ZERZIPITOETIRALE R ERBELE
R EEEA ERETR B TITARFEM - A&
EEHERE T BREERNEERE REMIZ
fro ZEEERBLEMIEFREFREEEERE
B o KERBEBGNMER  EFHEERZERIZAIE
EXRBEEALR S RBABIEE -

AEERAREIEENTIEEEABRBEART
=

1R B & B 7% B b B 18

el

WE

(a)

Underwriting strategy
Reinsurance

The Group’s reinsurance portfolio constitutes a mix of business
spread across different geographic regions and classes, with an
emphasis towards Asian countries, covering property damage, marine
cargo and hull and miscellaneous non-marine classes. In addition to
striving for diversification of its underwriting portfolio, the Group as
a policy does not actively seek acceptance of any liability reinsurance
business from customers operating outside of the Asia Pacific region,
in particular, the United States of America. In the Asia Pacific region,
which forms the core markets of the Group, liability reinsurance for
motor, workers’ compensation and general third party liability
businesses are written on a limited scale in order to provide
customers in the region with comprehensive reinsurance services.

Life insurance

The Group focuses its life insurance business on the PRC life
insurance market, offering a wide range of insurance products
covering different types of individual and group life insurance, health
insurance, accident insurance and annuity. With regard to the control
of quality of the insurance polices underwritten, the Group has
formulated strict operational procedures on underwriting and claims
settlement to control risks.
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(b)

(c)

China Insurance International Holdings Company Limited

Reinsurance strategy
Reinsurance

The Group purchases reinsurance protection from other reinsurers
in order to increase its underwriting capacity, to diversify its risk
exposure and to optimise its net retention exposure to avoid any
significant adverse impact to its financial performance which may be
caused by single or multiple catastrophic losses. The reinsurance
arrangements are chosen after careful consideration, taking into
account factors such as the reinsurer’s reputation and credit
worthiness.

Life insurance

Previously, the Group was required to cede 5% of insurance premiums
and risks from short duration accident and health contracts to China
Reinsurance (Group) Company under the statutory reinsurance
regulations of the PRC. Such statutory reinsurance ceased on 1
January 2006. In addition, the Group purchases reinsurance
protection from other reinsurers in the normal course of business in
order to limit the potential for losses arising from longer and
concentrated exposures. In assessing the credit worthiness of
reinsurers, the Group takes into account, amongst other factors,
ratings and evaluations performed by recognised credit rating
agencies, claims-paying and underwriting track records, as well as
the Group’s past experience in working with the reinsurers.

Asset and liability matching
Reinsurance

A key aspect in the management of the Group’s risks is through the
matching and timing of cash flows from assets and liabilities.

The Group actively manages its assets using an approach that
balances quality, diversification, asset and liability matching, liquidity
and investment return. The goal of the investment process is to
maximise investment returns at a tolerable risk level, while ensuring
that the assets and liabilities are managed on a cash flow and duration
basis.

(b)

(c)
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(c)

(d)

Asset and liability matching (Continued)
Life insurance

The objective of the Group’s asset and liability management is to
match the Group’s assets with liabilities on the basis of duration.
However, under the current regulatory and market environment in
the PRC, the Group is unable to invest in assets with a duration of
sufficient length to match the duration of its life insurance liabilities.
When the regulatory and market environment permits, the Group
intends to gradually lengthen the duration of its assets. The Group
monitors the duration gap between its assets and liabilities closely
and prepares cash flow projections from assets and liabilities on a
regular basis. Currently, the Group intends to reduce the level of the
asset-liability mismatch by:

° actively seeking to acquire longer dated fixed rate debt
securities with an acceptable level of yield;

o upon the maturity dates of fixed rate debt securities, rolling
over the proceeds to longer dated fixed rate debt securities;

° disposing of some of the shorter dated fixed rate debt
securities, particularly those with lower yields, and rolling over
the proceeds to longer dated fixed rate debt securities; and

. investing in equities for the long term.
Financial risk

Transactions in financial instruments may result in the Group
assuming financial risks. These include market risk, credit risk,
liquidity risk and reinsurance risk. Each of these financial risks is
described below, together with a summary of the ways in which the
Group manages these risks.

(i) Market risk

Market risk can be described as the risk of change in fair value
of a financial instrument due to changes in interest rates, equity
prices or foreign currency exchange rates.

— Interest rate risk
Reinsurance

Reinsurance premium and loss reserves are not
discounted other than by agreed claims with fixed
payment terms. In addition, most of the fixed rate debt
securities are classified under the held-to-maturity
category and stated at amortised cost. Therefore,
interest rate risks to the Group on these reserves for
reinsurance contracts and investments are not
significant.
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(d)
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China Insurance International Holdings Company Limited

Interest rate risk (Continued)
Life insurance

The Group is exposed to interest rate risk on its reserves
for life insurance contracts and its fixed rate debt
investment portfolio. The Group monitors this exposure
through periodic reviews of its asset and liability
positions. Estimates of cash flows, as well as the impact
of interest rate fluctuations on the investment portfolio
and insurance liabilities, are modelled and reviewed
periodically.

Equity price risk

The Group has a portfolio of marketable equity securities,
which is carried at fair value and is exposed to price
risk. This risk is defined as the risk of potential loss in
market value resulting from an adverse change in prices.
The Group’s objective is to earn competitive relative
returns by investing in a diverse portfolio of high quality
and liquid equity securities.

In respect of the reinsurance business, investments in
equity securities are limited to less than 20% of total
investments. The equity security portfolio is diversified
across different geographies and different industries.

In respect of the life insurance business, the current PRC
regulations limit an insurance company’s investments in
listed equities and equity investment funds to no more
than 5% and 15%, respectively, of total assets. An
insurance company is only allowed to invest in equities
listed in the PRC.

Foreign exchange risk

In respect of the reinsurance business, premiums are
received mainly in HKD and USD and also in a number
of Asian currencies which tend to move closely in line
with USD currency rate movements. The Group aims to
hold assets in these currencies in broadly the similar
proportion as its insurance liabilities.

In respect of the life insurance business, premiums are
received in RMB and the insurance regulations in the
PRC requires that insurers hold RMB assets. The capital
injections from shareholders outside of the PRC were in
HKD and USD.

Interim Report 2006
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(d)

Financial risk (Continued)

(i)

Credit risk

Credit risk is the risk of economic loss resulting from the failure
of one of the obligors to make any payment of principal or
interest when due, in the case of fixed income investments
and receivables. In the case of an equity investment, the loss
in value would be from a corporate failure or bankruptcy.

Reinsurance

The Group is exposed to credit risks primarily associated with
its reinsurance debtors and the debt securities in its investment
portfolio. To reduce the credit risk with reinsurance debtors,
the Group takes into account, among other factors, ratings
and evaluations by recognised credit rating agencies, their
claims payment and underwriting track records, as well as the
Group’s past transaction experience with them. The Group also
diversifies its credit risk by reinsuring with a number of
reinsurers who are domiciled in many different countries. To
reduce the credit risk associated with fixed income
investments, the Group generally restricts its investments to
only fixed income debt securities with credit ratings above
investment grade, i.e. BBB or higher, except for certain
sovereign rated securities.

Life insurance

The Group is exposed to credit risks primarily associated with
its investments in debt securities issued by enterprises in the
PRC. To reduce its credit risk, the Group has established
detailed credit control policies and by undertaking careful credit
analysis of each investment made. In addition, the risk levels
of the various investment sectors is continuously monitored
with investment mix adjusted accordingly.

The total allowance and provision for receivable losses consists
of two components: individual impairment allowances and
collective impairment allowances. The individual impairment
allowance component applies to receivables evaluated
individually for impairment and is based upon management’s
best estimate of the present value of the cash flows which are
expected to be received. Each impaired asset is assessed on
its merits. Collective impairment allowances cover credit losses
inherent in portfolios of receivables with similar economic
characteristics where there is objective evidence to suggest
that they contain impaired receivables, but which the individual
impaired item cannot be identified. In assessing the need for
collective impairment allowances, management considers
factors such as credit quality, portfolio size, concentration, and
economic conditions.
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(BT
23 INSURANCE AND FINANCIAL RISK MANAGEMENT 23 REKGERREIE ()
(Continued)
(d) Financial risk (Continued) (d) BHERRE ()
(i) Liquidity risk (i) EEE R
The Group has to meet daily calls on its cash resources, notably AEEAREERESERNEEAR  LEZ
from claims arising from its reinsurance contracts and life HBRBANRASREENEENERE
insurance contracts. There is therefore a risk that cash will not A ARGEReTRUERIBHEENERE
be available to settle liabilities when due. % o
The Group manages this risk by formulating policies and FEBFEBHERDESBENBRE L —RR
general strategies of liquidity management to ensure that the ERZER - UHERAKEE R EFHG
Group can meet its financial obligations in normal EREBEARNSEZRBEE - AEEHE
circumstances and that an adequate stock of high-quality liquid AIREEDTH -
assets is maintained in order to meet any liquidity crisis.
Apart from liquidity management and regulatory compliance, BRRBESERRERERN  AEERYE
the Group always strives to maintain a comfortable liquidity BIFEENRBE S EERIERELIERZIN
cushion as a safety net for coping with unexpected large HWAREE ST ROR 25N - ARGIEESE
funding requirements and to maintain a contingency plan to BIAFERN R RIS E B -
be enacted should there be a company specific crisis.
(iv)  Reinsurance risk (iv) AR
The Group cedes insurance risk to limit exposure to AEEZBEBDBRERERARKNAAR 2SS
underwriting losses under various agreements that cover FHRERASRRIRES TR HRE T HRR
certain reinsurance and life insurance policies. These BEARNER - ZEHFRBBESEABRSEUAD
reinsurance agreements spread the risk and minimise the effect B WHBENTERERE - SBERNE
of losses. The amount of each risk retained depends on the BeBIUANAEEHSETRBRMNMGE  £F
Group’s evaluation of the specific risk, subject to certain L5 T EUR R AR & E SN &S RE - R
circumstances, to maximum limits based on characteristics of BHRRRBEGIORT - BREBARARER
coverage. Under the terms of the reinsurance agreements, BRI EEES O - AW - WEMS
reinsurers agree to reimburse the ceded amount in the event R DAIREBITHAAERNET - NEBDH
the claim is paid. However, the Group remains liable to its ROHNRBEHREREABSE -
policyholders with respect to ceded insurance if any reinsurer
fails to meet the obligations it assumes.
(e) Reserve adequacy (e) FTEfEE

China Insurance International Holdings Company Limited

The Group exercises great care and effort in setting up the reserves
for its reinsurance business. The reserves are estimated by the Group,
using actuarial methods such as loss development methods and/or
the Bornhuetter-Ferguson methods. The adequacy of reserves is
regularly reviewed.

The computation of the Group’s reserves for its life insurance business
is in accordance with accounting principles generally accepted in
Hong Kong. The determination of annual reserves to be made are
based on realistic assumptions on mortality and morbidity rates,
returns on investment, persistency rates and policy maintenance
expenses after reasonable and prudent adjustments for adverse
deviation to ensure adequacy of reserves on a going concern basis.

Interim Report 2006
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23 INSURANCE AND FINANCIAL RISK MANAGEMENT 23 REKGERREIE ()
(Continued)

) Risks associated with investment contracts without discretionary  (f) HAAMBEIABCHNRESHNNERERR
participation features
There is no material difference in risk exposure between life insurance ASRBAVATARBEHSAFEMNRESHNNRAR
contracts and investment contracts without discretionary participation WHEERER  EREGNNRTEERBEE) -
features, except that the mortality risk of investment contracts is
generally much smaller.

24 CONTINGENT LIABILITIES 24 HARERE
In respect of the insurance claim against CIRe made by an individual AR —B ATEERE AR T BEEREURRESE
in the United States (the “U.S.”), the U.S. District Court dismissed ZEREERN ZETNF LA BRELESR - B
the action on 7 July 2006. Apart from the foregoing, there is no 2o BERBZE_ZSERF+_A=+—HItF
significant development in respect of the contingent liabilities as EHNBEBERVBEREANKABELIBEERNER - Z
disclosed in the audited financial statements for the year ended 31 SRR B2HABRNRE_TTRF+_R=+—
December 2005. The details of these contingent liabilities are set HIEFENBE R M BHRRMT45A -
out in Note 45 of the audited financial statements for the year ended
31 December 2005.

25 COMPARATIVE FIGURES 25 thEEREZF

Consistent with the audited financial statements for the year ended
31 December 2005, all premiums received from certain investment
contracts with discretionary participation features are reported as
gross premiums written in this interim financial report. Certain income
and expenses associated with these investment contracts are
reclassified accordingly. In addition, certain comparative figures have
been reclassified to conform with the current period’s presentation.
The directors consider that these changes provide a better
presentation of the financial results of the Group.

RERZE-_TTAFT A=+ HILFENEEF
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INDEPENDENT REVIEW REPORT TO THE BOARD OF DIRECTORS OF
CHINA INSURANCE INTERNATIONAL HOLDINGS COMPANY LIMITED
(Incorporated in Hong Kong with limited liability)

Introduction
We have been instructed by the Company to review the interim financial report set out on pages 6 to 47.
Respective responsibilities of directors and auditors

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited require the preparation of an
interim financial report to be in compliance with the relevant provisions thereof and Hong Kong Accounting Standards 34
“Interim financial reporting” issued by the Hong Kong Institute of Certified Public Accountants. The interim financial report
is the responsibility of, and has been approved by, the directors.

It is our responsibility to form an independent conclusion, based on our review, on the interim financial report and to report
our conclusion solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the contents of this report.

Review work performed

We conducted our review in accordance with Statement of Auditing Standards 700 “Engagements to review interim financial
reports” issued by the Hong Kong Institute of Certified Public Accountants. A review consists principally of making enquiries
of group management and applying analytical procedures to the interim financial report and based thereon, assessing
whether the accounting policies and presentation have been consistently applied unless otherwise disclosed. A review
excludes audit procedures such as tests of controls and verification of assets, liabilities and transactions. It is substantially
less in scope than an audit and therefore provides a lower level of assurance than an audit. Accordingly, we do not express
an audit opinion on the interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we are not aware of any material modifications that should
be made to the interim financial report for the six months ended 30 June 2006.

KPMG
Certified Public Accountants

Hong Kong, 17 August 2006

China Insurance International Holdings Company Limited  Interim Report 2006
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MANAGEMENT DISCUSSION AND ANALYSIS

CONSOLIDATED FINANCIAL RESULTS
The performance highlights of the Group for the Period are summarised as follows:

For the six months ended 30 June, HK$ million

2006 2005 Change
Gross premiums written and policy fees 7,061.50 3,743.17 88.7%
Net investment income and net gain 948.21 315.80 200.3%
Net exchange gain/(loss) 24.95 (46.87) nm
Net profit/(loss) attributable to the Group 328.29 (43.77) nm
Basic earnings/(loss) per share (HK cent) 24.5 (3.8) nm

The net profit/(loss) attributable to the Group by each business line is summarised below:
The business segment data (Note 2 to the interim financial report) should be read in conjunction with this analysis.

For the six months ended 30 June, HK$ million

2006 2005 Change
Reinsurance 205.27 76.76 167.4%
Life insurance 128.47 (83.87) nm
Property and casualty insurance ’ 4.35 (11.46) nm
Corporate and other businesses (9.80) (25.20) (61.1%)
Net profit/(loss) attributable to the Group 328.29 (48.77) nm

! The property and casualty insurance business is operated by TPl which is an associated company of the Group under the Hong Kong accounting
standards and is not consolidated into the Group on a line-by-line basis. Therefore, the property and casualty insurance business does not
constitute a separate segment of the Group as defined in Note 2 of the interim financial report. Instead, the share of results of TP for the financial
period is recognised and reported as “Share of profits/(losses) of associates” in the consolidated income statement. The equity interest of TPI held
by the Group at the balance sheet date is recognised and reported as “Interest in associates” in the consolidated balance sheet. They are grouped
under the “Corporate and other businesses” segment in Note 2 of the interim financial report . Readers are advised to pay attention to this when
reading Note 2 of the consolidated financial statements.

The gross premiums written and policy fees for the Period increased significantly to HK$7,061.50 million from HK$3,743.17
million in the Last Period. The increase was mainly due to the strong premium growth in the life insurance business in which
premiums increased by 113.0% to HK$5,841.63 million from HK$2,742.04 million in the Last Period.

The net profit attributable to the Group for the Period was HK$328.29 million (2005: loss of HK$43.77 million). The
Group’s results improved over that of the Last Period primarily because of improvements in profitability at each of our
business segments.

The reinsurance business contributed net profit to the Group of HK$205.27 million (2005: HK$76.76 million). The

improvement in net profit was mainly due to stable underwriting profits and a strong investment performance during
the Period.

50 China Insurance International Holdings Company Limited  Interim Report 2006
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MANAGEMENT DISCUSSION AND ANALYSIS

The life insurance business contributed net profit to the Group of HK$128.47 million (2005: loss of HK$83.87
million). This profit during the Period represents an important milestone in the Group’s and TPL’s strategic objective
to achieve profitability for the full year in 2006.

The property and casualty business contributed a net profit to the Group of HK$4.35 million (2005: loss of HK$11.46

million). This profit during the Period represents a very positive trend at the property and casualty business, which
strategically aims to achieve a break-even result for the full year in 2006.

CONSOLIDATED INVESTMENT PERFORMANCE

The total investments of the Group are summarised as follows:

At 30 June 2006 At 31 December 2005

HK$ million % of Total HK$ million % of Total
Debt securities 19,520.08 66.9% 16,719.52 67.5%
Cash and bank deposits 6,773.87 23.2% 5,111.02 20.6%
Equity securities 902.01 3.1% 649.50 2.6%
Equity investment funds 1,829.17 6.3% 745.11 3.0%
Money market investment funds 9.13 - 1,465.05 5.9%
Composite investment funds 23.46 0.1% 8.38 —
Investment properties 110.67 0.4% 105.48 0.4%
Total investments 29,168.39 100.0% 24,804.06 100.0%

The percentage of total investments held by each business segment was as follows:

At 30 June At 31 December

2006 2005

Reinsurance 11.4% 12.5%
Life insurance 85.5% 83.6%
Corporate and other businesses 3.1% 3.9%
100.0% 100.0%

The total investment income excluding the exchange gain/loss of the Group significantly increased by 200.3% to HK$948.21
million from HK$315.80 million in the Last Period. The increase was primarily due to the significant increase in investment
assets at the Group which resulted from the strong premium growth in the reinsurance and life insurance businesses, as
well as strong investment returns from equities markets, particularly in the PRC and in Hong Kong.

REINSURANCE BUSINESS

The Group’s reinsurance business is operated by CIRe, which is a Hong Kong incorporated company and wholly-owned by
the Group. It is mainly engaged in the underwriting of all classes of reinsurance business except for casualty reinsurance
business outside of Asia. CIRe’s key markets are Hong Kong and Macau, China, Japan, the rest of Asia, Europe and other
parts of the world.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The key financial data and key performance indicators of the reinsurance business are summarised below:

For the six months ended 30 June, HK$ million

2006 2005 Change
Gross premiums written 1,216.23 999.61 21.7%
Net premiums written 1,079.31 844.71 27.8%
Net earned premiums 698.54 551.18 26.7%
Net claims incurred (413.48) (284.46) 45.4%
Net commission expenses (250.79) (213.04) 17.7%
Underwriting profit 26.54 47.18 (43.7%)
Net investment income and net gain 154.86 84.19 83.9%
Net exchange gain/(loss) 37.15 (45.64) nm
Profit attributable to the Group 205.27 76.76 167.4%
Solvency margin ratio 67.8% 60.5% 7.3 pts
Technical reserves ratio 348.3% 398.4% (50.1 pts)
Retained ratio 88.7% 84.5% 4.2 pts
Earned premiums ratio 57.4% 55.1% 2.3 pts
Loss ratio 59.2% 51.5% 7.7 pts
Expense ratio 37.0% 39.9% (2.9 pts)
Combined ratio 96.2% 91.4% 4.8 pts

Profit Attributable to the Group

CIRe contributed net profit to the Group of HK$205.27 million (2005: HK$76.76 million). The net profit attributable to the
Group for the Period is one of CIRe’s best interim results in recent years. The positive performance during the Period was
mainly due to higher equity investment income, positive exchange rate movements, and higher interest rates on cash
deposits. The underwriting profit, however, decreased to HK$26.54 million from HK$47.18 million in the Last Period. The
lower underwriting profit was due to the strong premium growth during the Period, which resulted in a large increase in the
unearned premium provisions and the immediate expensing of underwriting commissions and policy acquisition costs for
the Period, which increased along with the larger premium income written.

Gross Premiums Written

CIRe’s gross premiums written increased strongly by 21.7% to HK$1,216.23 million from HK$999.61 million in the Last
Period. The increase was primarily due to the continued growth of the underlying insurance markets within Asia. CIRe has
been able to maintain its core clients and core reinsurance contracts with reasonable terms and conditions. In certain
markets, such as in Mainland China and Singapore, CIRe was able to acquire additional new business and increase its
market share.

Net Claims Incurred
CIRe’s net claims incurred increased by 45.4 % to HK$413.48 million from HK$284.46 million in the Last Period. The loss

ratio also increased to 59.2% from 51.5% in the Last Period. Although no major catastrophes or fire risk losses occurred
which affected CIRe during the Period, there were a number of marine losses, involving hull or cargo interests.
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MANAGEMENT DISCUSSION AND ANALYSIS

Investment Performance

The composition of investments held by CIRe was as follows:

At 30 June 2006 At 31 December 2005

HK$ million % to Total HK$ million % to Total
Debt securities 1,441.28 43.5% 1,473.64 47.5%
Cash and bank deposits 1,404.45 42.3% 1,187.08 38.2%
Equity securities 332.80 10.0% 325.72 10.5%
Money market investment funds 6.40 0.2% 4.69 0.1%
Composite investment funds 23.46 0.7% 8.38 0.3%
Investment properties 110.67 3.3% 1056.48 3.4%
Total invested assets 3,319.06 100.0% 3,104.99 100.0%

Investment in debt securities and cash and bank deposits represented approximately 85.8% of total invested assets as at
30 June 2006 (31 December 2005: 85.7%). During the Period, CIRe continued to adopt a prudent and conservative
investment philosophy aimed at generating stable cash inflows.

The net investment income and the investment yield of CIRe are summarised as follows:

For the six months ended 30 June, HK$ million

2006 2005 Change

Net investment income 78.97 63.62 24.1%
Net gain (Net realised and unrealised gain

from investments) 75.89 20.57 268.9%

Total investment income 154.86 84.19 83.9%

Net investment yield (annualised) 4.9% 4.2% 0.7pt

Total investment yield (annualised) 9.6% 5.7% 3.9pts

The higher total investment income for the Period was a significant contributor to the performance of the reinsurance
business. The net investment income significantly increased by 83.9% due to improved net investment yields and a larger
investment asset base which resulted from the premium growth. The above investment income and investment yield did
not include a net exchange gain of HK$37.15 million (2005: loss of HK$45.64 million).

LIFE INSURANCE BUSINESS

The Group’s life insurance segment is operated by TPL, which is a PRC-incorporated company and is 50.05%-owned by
the Group. TPL is principally engaged in the underwriting of life insurance policies in Mainland China.
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The key financial data of the life insurance business is summarised below:

For the six months ended 30 June, HK$ million

2006 2005 Change
Gross premiums written (including investment
contract premiums) under PRC GAAP 5,904.58 2,787.28 111.8%
Less: investment contract premiums (62.95) (45.24) 39.1%
Gross premiums written under HK GAAP 5,841.63 2,742.04 113.0%
Net premiums written and policy fees 5,824.66 2,718.06 114.3%
Net earned premiums and policy fees 5,755.46 2,697.66 121.6%
Net investment income and net gain 754.91 205.12 268.0%
Net exchange loss (11.89) (0.39) nm
Policyholders’ benefits (592.36) (225.58) 162.6%
Net commission expenses (408.97) (267.62) 52.8%
Change in life insurance funds, net of reinsurance (4,539.12) (2,154.96) 110.6%
Administrative and other expenses (580.01) (401.84) 44.3%
Finance costs (32.27) — nm
Profit/(loss) after taxation 257.79 (169.08) nm
Profit/(loss) attributable to the Group 128.47 (83.87) nm
The key operational data of the life insurance business is summarised below:
At 30 June At 31 December
2006 2005 Change
Market share’ 2.7% 2.1% 0.6 pt
Number of provincial branches 22 22 —
Number of sub-branches and marketing centres 233 215 18
Number of in-force policies 2,852,669 2,232,160 620,509
Number of sales agents 20,678 18,4183 2,265
Persistency ratio-13th month? 83.4% 79.5% 3.9 pts
Persistency ratio-25th month? 91.0% 90.3% 0.7 pt
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MANAGEMENT DISCUSSION AND ANALYSIS

60

For the six months ended 30 June, HK$ million

2006 2005 Change
Total investment yield (annualised)? 7.7% 3.6% 4.1 pts
Ratio of net commission expenses to gross premiums
written and investment contract premiums 6.9% 9.6% (2.7 pts)
Ratio of administrative and other expenses to gross
premiums written and investment contract premiums 9.8% 14.4% (4.6 pts)

! Based on the gross premiums written (including investment contract premiums) in accordance with the PRC GAAP and published by the CIRC. The
market shares at 30 June 2006 and at 31 December 2005 were based on the gross premiums written under the PRC GAARP for the six months
ended 30 June 2006 and the year ended 31 December 2005, respectively.

2 Based on the amount of premiums.

3 Excluded exchange loss incurred from foreign currency capital assets.

Profit Attributable to the Group
The life insurance business contributed net profit to the Group of HK$128.47 million (2005: loss of HK$83.87 million).
The life insurance business’s profit during the Period is in line with our business plan and strategic goal for the year of

20086, which is the fifth full year of operation for TPL. The strong performance for the Period was mainly attributable to
strong premium growth, strict controls on costs and expenses, as well as improved returns on investment assets.

Gross Premiums Written

TPL's gross premiums written increased by 113.0% to HK$5,841.63 million from HK$2,742.04 million in the Last Period.
TPL’s gross premiums written, by line of business, was as follows:

For the six months ended 30 June, HK$ million

Distribution Channel 2006 % of Total 2005 % of Total
Individual 632.83 10.8% 370.33 13.5%
Group 801.06 13.7% 651.62 23.8%
Bancassurance 4,407.74 75.5% 1,720.09 62.7%

5,841.63 100.0% 2,742.04 100.0%

Premium growth was mainly driven by the strong performance of the bancassurance channel, in which premiums increased
by 156.3% to HK$4,407.74 million from HK$1,720.09 million in the Last Period. The premium distributed through individual
agents increased by 70.9% to HK$632.83 million from HK$370.33 million in the Last Period, while the premium on group
life also increased by 22.9% to HK$801.06 million from HK$651.62 million in the Last Period.
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MANAGEMENT DISCUSSION AND ANALYSIS

An analysis of each distribution channel is as follows:

Individual
2006 % of Total 2005 % of Total
Single Premium 24.69 3.9% 36.63 9.9%
Regular Premium — First Year 338.19 53.4% 212.45 57.4%
Regular Premium — Renewal Year 269.95 42.7% 121.25 32.7%
632.83 100.0% 370.33 100.0%
Group
2006 % of Total 2005 % of Total
Employee Benefit (“EB”) 311.01 38.8% 199.01 30.5%
Annuity 490.05 61.2% 452.61 69.5%
801.06 100.0% 651.62 100.0%
Bancassurance
2006 % of Total 2005 % of Total
Single Premium 4,046.30 91.8% 1,564.39 90.9%
Regular Premium — First Year 225.73 5.1% 140.51 8.2%
Regular Premium — Renewal Year 135.71 3.1% 15.19 0.9%
4,407.74 100.0% 1,720.09 100.0%

Regular premium products accounted for 96.1% (Last Period: 90.1%) of the total premium produced by individual agents.
Regular premium products in the bancassurance channel also recorded an impressive increase of 132.1% to HK$361.44
million from HK$155.70 million in the Last Period. The higher proportion of regular premium products was the result of
TPL’s successful marketing strategy of promoting long-term life policies with recurring premium through its agency force
and the bancassurance channel. In the group life segment, employee benefit products increased by 56.3% to HK$311.01
million from HK$199.01 million in the Last Period. Overall, the significant increase of regular premium and employee benefit
products demonstrates that TPL has been successful in its efforts to sell more higher profit margin products and to improve
the value of its premiums booked during the Period.
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MANAGEMENT DISCUSSION AND ANALYSIS

Investment Performance

The composition of investments held by TPL was as follows:

30 June 2006 31 December 2005

HK$ million % to Total HK$ million % to Total
Debt securities 17,673.64 70.9% 14,841.99 71.6%
Cash and bank deposits 4,984.88 20.0% 3,503.22 16.9%
Equity securities 442.97 1.8% 183.49 0.9%
Equity investment funds 1,829.17 7.3% 745.11 3.6%
Money market investment funds 2.73 - 1,460.36 7.0%
Total invested assets 24,933.39 100.0% 20,734.17 100.0%

The investments in debt securities and cash and bank deposits represented approximately 90.9% of total invested assets
as at 30 June 2006 (31 December 2005: 88.5%).

The net investment income and the investment yield of TPL are summarised as follows:

For the six months ended 30 June, HK$ million

2006 2005 Change

Net investment income 455.44 235.51 93.4%
Net gain/(loss) (Net realised and unrealised

gain/(loss) from investments) 299.47 (30.39) nm

Total investment income 754.91 205.12 268.0%

Net investment yield (annualised) 4.6% 4.1% 0.5pt

Total investment yield (annualised) 7.7% 3.6% 4. 1pts

The higher total investment income was attributable to a larger investment asset base resulting from the significant growth
in premium income, and also from the strong performance of the equities market in the PRC. The above investment income
and investment yield does not include a net exchange loss of HK$11.89 million (2005: HK$0.39 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

Policyholders’ Benefits
The policyholders’ benefits of TPL are summarised as follows:

For the six months ended 30 June, HK$ million

2006 2005 Change
Net claims 128.26 50.59 153.5%
Surrenders 427.40 160.05 167.0%
Annuity and maturity payments 32.29 12.88 150.7%
Policy dividends 4.41 2.06 114.1%
592.36 225.58 162.6%
Net Commission Expenses
For the six months ended 30 June, HK$ million
2006 2005 Change
Net commission expenses 408.97 267.62 52.8%
Ratio of net commission expenses to
gross premiums written and investment
contract premiums 6.9% 9.6% (2.7 pts)

Administrative and Other Expenses
The administrative and other expenses of TPL are summarised as follows:

For the six months ended 30 June, HK$ million

2006 2005 Change
Staff costs 269.21 206.38 30.4%
Rental expenses 41.38 36.75 12.6%
Others 269.42 158.71 69.8%
580.01 401.84 44.3%

Ratio of administrative and other expenses to

gross premiums written and investment

contract premiums 9.8% 14.4% (4.6 pts)
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MANAGEMENT DISCUSSION AND ANALYSIS

PROPERTY AND CASUALTY INSURANCE BUSINESS

The property and casualty insurance business is operated by TPI, which is a PRC-incorporated company and is
40.025%-owned by the Group. It is principally engaged in the underwriting of motor, marine and non-marine insurance
policies in Mainland China.

As discussed in the “Consolidated Financial Results” section of the Management Discussion and Analysis, TPl is not

consolidated into the Group on a line-by-line basis. Therefore, except for the profit/(loss) attributable to the Group, the
following key financial data and ratios of TPI should not be read in conjunction with the consolidated financial statements.

For the six months ended 30 June, HK$ million

2006 2005 Change
Gross premiums written 959.15 656.72 46.1%
Net premiums written 775.40 536.38 44.6%
Net earned premiums 608.21 390.55 55.7%
Profit/(loss) after taxation 10.87 (28.64) nm
Profit/(loss) attributable to the Group 4.35 (11.46) nm
Technical reserves ratio 200.5% 214.3% (13.8 pts)
Retained ratio 80.8% 81.7% (0.9 pt)
Earned premiums ratio 63.4% 59.5% 3.9 pts
Loss ratio 57.5% 59.6% (2.1 pts)
Expense ratio 46.5% 51.6% (5.1 pts)
Combined ratio 104.0% 111.2% (7.2 pts)

Profit Attributable to the Group
TPI contributed net profit to the Group of HK$4.35 million (2005: loss of HK$11.46 million). The performance during the
Period is encouraging and is an important step towards TPI’s objective of achieving a break-even result for the full year in

2006, TPI’s fifth full-year of operations.

TPI’'s gross premiums written increased by 46.1% to HK$959.15 million from HK$656.72 million in the Last Period. The
gross premiums written was as follows:

For the six months ended 30 June, HK$ million

Business Line 2006 % to Total 2005 % to Total
Motor 644.68 67.2% 417.02 63.5%
Marine 63.67 6.6% 59.76 9.1%
Non-Marine 250.80 26.2% 179.94 27.4%

959.15 100.0% 656.72 100.0%

The combined ratio is one of the key performance indicators of the property and casualty insurance business. TPI’s cautious
expansion plan, together with strict cost controls and risk management, have enabled TPI to significantly reduce its expense
ratio to 46.5% from 51.6% in the Last Period. Together with an improvement of the loss ratio to 57.5% from 59.6%, the
combined ratio of TPI has effectively been reduced to 104.0% from 111.2% in the Last Period.
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MANAGEMENT DISCUSSION AND ANALYSIS

CORPORATE AND OTHER BUSINESSES

The corporate and other businesses are mainly comprised of the corporate company, asset management business and
insurance intermediary business. The corporate company is mainly responsible for overall group strategic planning, overall
group capital management and deployment in support of the operating businesses, investor relations, credit rating and
research analyst relations, and compliance with laws and regulations in relation to the listing in Hong Kong.

Asset management business

The Group’s asset management business is operated by CIGAML which is a Hong Kong-incorporated company and is
wholly-owned by the Group. CIGAML is mainly engaged in the provision of investment consultancy services.

The key financial data of CIGAML is summarised below:

For the six months ended 30 June, HK$ million

2006 2005 Change
Asset management fee income 1.89 2.15 (12.1%)
Total investment income 12.99 11.09 17.1%
Profit attributable to the Group 10.13 4.20 141.2%

The profit attributable to the Group increased by 141.2% to HK$10.13 million from HK$4.20 million in the Last Period. The
increase was primarily due to higher investment income and effective controls on operating costs.

Assets under management at 30 June 2006 was HK$4,269.29 million (31 December 2005: HK$4,669.78 million).
Insurance intermediary business

The Group’s insurance intermediary business is substantially operated by SINO-RE, which is a Hong Kong-incorporated
company and is wholly-owned by the Group. SINO-RE is mainly engaged in the rendering of brokering services for reinsurance
and insurance companies. SINO-RE’s key markets are Hong Kong, Macau and Mainland China.

The key financial data of SINO-RE is summarised below:

For the six months ended 30 June, HK$ million

2006 2005 Change
Insurance intermediary income 6.80 5.49 23.9%
Profit attributable to the Group 7.58 4.34 74.7%

The profit attributable to the Group increased by 74.7% to HK$7.58 million from HK$4.34 million in the Last Period.
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MANAGEMENT DISCUSSION AND ANALYSIS

72

OUTLOOK

In the first half of 2006, through its subsidiaries and associated companies, ClIH achieved an impressive result which
represents a significant milestone for the Group’s objective of achieving breakeven or profitability in its PRC businesses in
2006, the fifth full-year of operations for TPL and TPI. After several years of capital contributions and the dedication of
management time and resources to TPL and TPI, these two operations are beginning to attain the economies of scale
necessary to generate profits. The satisfactory result during the Period enables the Group to have confidence that TPL and
TPl will be able to continue the positive operational trends and successfully accomplish their objectives of breakeven or
profitability for the full year of 2006. Together with a strong operational performance from CIRe, the Group is confident that
the consolidated operations for the full year will return to profitability, assuming no unexpected adverse and material events
occur in the remainder of the year.

The reinsurance business written through CIRe is expected to continue to be strong. Business renewals have been very
positive, and CIRe is making inroads into new businesses from both existing and new clients. CIRe plans to deploy more
resources and effort on developing the Mainland China market, where we believe that CIRe will have strong competitive
advantages and strong business opportunities. CIRe’s business prospects for the second half of 2006 is expected to be
positive. Nonetheless, any exceptional catastrophic or market event may adversely impact CIRe’s operations and results.

The life insurance business written through TPL has had rapid expansion during the first half of the year. Although premium
growth slowed down during the second quarter as compared with the first quarter, particularly in the bancassurance
segment, TPL's performance during the Period was in line with its business plan. The Group believes that the overall
ambitious goals of TPL in 2006 are still achievable. The pension business, recently launched and operated by TPP, a
subsidiary of TPL, has secured several impressive pension schemes of major clients. It is anticipated that TPP will expand
rapidly once the remaining legal and tax issues concerning the newly established PRC pension business are resolved.

The property and casualty insurance market in China is currently experiencing a substantial change in its market landscape
and competitive environment due to strong measures recently introduced by the PRC insurance regulator, the CIRC. Such
measures include eradicating illegal rebates, excessive premium discounts, and excessive commissions to insurance
intermediaries. Furthermore, the introduction in July 2006 of the nationwide Motor Compulsory Third Party Liability Insurance
business for the first time in the PRC will not only expand the potential market for motor car insurance, but also enhance
and develop the insurance consciousness and mindset of the Chinese people, which will benefit the insurance industry as
a whole.

The Group also believes that the document “Several Opinions on the Reform and Development of the Insurance Industry”
recently issued by the State Council of the PRC will have far-reaching effects on the development of insurance and other
supporting businesses in the PRC. Having spent the last few years in building up its business infrastructure in the PRC in
the areas of life insurance, property and casualty insurance, pension and asset management through TPL, TPI, TPP and
TPAM, respectively, the Group believes that ClIH is well positioned to take advantage of the great opportunities and potential
in China, one of the world’s fastest growing insurance, asset management, and financial services markets.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s cash and bank deposits as at 30 June 2006 amounted to HK$6,773.87 million (31 December 2005: HK$5,111.02
million). There was no bank borrowing during the Period. The interest-bearing notes as at 30 June 2006 amounted to
HK$2,807.41 million (31 December 2005: HK$2,789.47 million). The gearing ratio, which represents interest-bearing notes
issued divided by the total assets of the Group, was 8.6% as at 30 June 2006 (31 December 2005: 10.2%).
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL STRUCTURE

During the Period, the Company issued 2,418,000 new shares (31 December 2005: 4,770,000 shares) for cash under the
Company’s staff share option scheme. Net proceeds received for shares issued for cash in aggregate amounted to HK$4.07
million (31 December 2005: HK$5.23 million).

STAFF AND STAFF REMUNERATION

As at 30 June 2006, the Group had a total of 6,263 employees (2005: 5,411 employees), an increase of 852 employees.
Total remuneration for the Period amounted to HK$288.69 million (2005: HK$225.10 million), an increase of 28.2%. Bonuses
are linked to both the performance of the Group as well as individual performance.

MAJOR EVENT DURING THE PERIOD

On 30 June 2006, the Company entered into a conditional agreement with CIHK to acquire a 4.9% equity interest in The
Ming An Insurance Company (Hong Kong) Limited, a wholly-owned subsidiary of CIHK, for a consideration of
HK$102,578,339.

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

During the Period, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT

POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

76

As at 30 June 2006, the interests or short positions of the directors and chief executive in the shares, underlying shares
and debentures of the Company and its associated corporations (within the meaning of Part XV of the SFO), as recorded in
the register required to be kept under section 352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Companies, were as follows:

Long Positions in shares and underlying shares of the Company:

Shares Underlying Percentage

Personal Family shares pursuant Total of issued

Name of directors interests interests to share options interests share capital

%

Feng Xiaozeng — — 3,800,000 3,800,000 0.3
(Note)

Lin Fan — — 4,470,000 4,470,000 0.3
(Note)

Song Shuguang — — 2,600,000 2,600,000 0.2
(Note)

Xie Yiqun — — 1,500,000 1,500,000 0.1
(Note)

Ng Yu Lam, Kenneth 366,000 600,000 3,200,000 4,166,000 0.3
(Note)

Shen Koping, Michael 1,792,000 — 3,481,000 5,273,000 0.4
(Note)

Lau Siu Mun, Sammy 700,000 — 2,050,000 2,750,000 0.2
(Note)

Zheng Changyong — — 2,300,000 2,300,000 0.2
(Note)

Note: These figures represent interests of options granted to the directors under the Share Option Scheme to acquire shares of the Company, the further
details of which are set out in the section “"Share Option Scheme”.

Save as disclosed above:

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

(B)  during the Period, no Directors of the Company nor any of their spouses or children under the age of 18 years held

any rights to subscribe for equity or debt securities of the Company nor had there been any exercise of any such
rights by any of them.
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SHARE OPTION SCHEME

At the extraordinary general meeting of the Company held on 7 January 2003, the shareholders of the Company approved
the adoption of the New Scheme and the termination of the Old Scheme. The New Scheme is in line with the prevailing
requirements of Chapter 17 of the Listing Rules in relation to share option schemes. All options granted under the Old
Scheme shall continue to be valid and exercisable in accordance with the terms of the Old Scheme.

As of 30 June 2006, the Directors and employees of the Company had the following interests in options to subscribe for
shares of the Company (market value per share at 30 June 2006 was HK$5.00) granted at nominal consideration under the
Old Scheme and the New Scheme, respectively. Each unit of option gives the holder the right to subscribe for one share.
The consideration paid for the grant is HK$1.00.

No. of No. of No. of
options options shares No of ¥ Price
outstanding outstanding acquired in  options cancelled/ per share
at the at the exercise of reclassified to be paid on  *Price of shares
beginning end of Period during which  options during during the exercise of for options
Directors of the Period the Period Date granted options exercisable the Period Period options exercised
Feng Xiaozeng 3,800,000 3,800,000 2 November 2005 23 November 2005 - - HK$2.875 -

to 22 November 2015

Lin Fan 1,270,000 1,270,000 9 October 2000 9 October 2000 - - HK$1.110 -
to 8 October 2010
700,000 700,000 12 September 2002 12 September 2002 - - HK$3.225 -

to 11 September 2012

2,500,000 2,500,000 2 November 2005 23 November 2005 - - HK$2.875 -
to 22 November 2015

Miao Jianmin (resigned 1,740,000 - 26 September 2000 26 September 2000 1,740,000 - HK$1.110 HK$3.300
on 4 January 2006) to 25 September 2010
900,000 - 12 September 2002 12 September 2002 1-900,000 HK$3.225 -

to 11 September 2012

1,800,000 - 2 November 2005 23 November 2005 - ’-1,800,000 HK$2.875 -
to 22 November 2015

Song Shuguang 200,000 200,000 12 February 2001 12 February 2001 - - HK$0.950 -
to 11 February 2011

900,000 900,000 12 September 2002 12 September 2002 - - HK$3.225 -
to 11 September 2012

1,500,000 1,500,000 2 November 2005 23 November 2005 - - HK$2.875 -
to 22 November 2015

Xie Yiqun 1,500,000 1,500,000 2 November 2005 23 November 2005 - - HK$2.875 -
to 22 November 2015
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SHARE OPTION SCHEME

No. of No. of No. of
options options shares No of ¥ Price
outstanding  outstanding acquired in  options cancelled/ per share
at the at the exercise of reclassified to be paid on  *Price of shares
beginning end of Period during which  options during during the exercise of for options
Directors of the Period the Period Date granted options exercisable the Period Period options exercised
Ng Yu Lam, Kenneth 1,300,000 1,300,000 28 September 2000 28 September 2000 - - HK$1.110 -
to 27 September 2010
500,000 500,000 12 February 2001 12 February 2001 - - HK$0.950 -
to 11 February 2011
400,000 400,000 12 September 2002 12 September 2002 - - HK$3.225 -
to 11 September 2012
1,000,000 1,000,000 2 November 2005 23 November 2005 - - HK$2.875 -
to 22 November 2015
Dong Ming (resigned 400,000 - 12 September 2002 12 September 2002 - ?-400,000 HK$3.225 -
on 15 December 2005) to 14 January 2006
Shen Koping, Michael 1,500,000 1,500,000 12 September 2002 12 September 2002 - - HK$3.225 -
to 11 September 2012
156,000 156,000 7 January 2003 7 January 2003 - - HK$3.975 -
to 6 January 2013
350,000 350,000 5 January 2004 5 January 2004 - - HK$3.980 -
to 4 January 2014
350,000 350,000 31 December 2004 27 January 2005 - - HK$3.200 -
to 26 January 2015
600,000 600,000 2 November 2005 23 November 2005 - - HK$2.875 -
to 22 November 2015
350,000 350,000 30 December 2005 3 January 2006 - - HK$3.300 -
to 2 January 2016
- 175,000 30 June 2006 30 June 2006 - - HK$5.000 -
t0 29 June 2016
Lau Siu Mun, Sammy 750,000 750,000 27 September 2000 27 September 2000 - - HK$1.110 -
to 26 September 2010
400,000 400,000 12 February 2001 12 February 2001 - - HK$0.950 -
to 11 February 2011
300,000 300,000 12 September 2002 12 September 2002 - - HK$3.225 -
to 11 September 2012
600,000 600,000 2 November 2005 23 November 2005 - - HK$2.875 -

China Insurance International Holdings Company Limited

to 22 November 2015
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= AREHE  RREHA BT EH AT ERRESR RHBE ioligng 4= SRBE WK ER
RE 1,300,000 1,300,000 2000491 28H 2000495 28H - — 111087 -
£2010597278
500,000 500,000 2001424 12H 20012 A12H - - 0.950/% 7T -
E2011%52A118
400,000 400,000 2002494 12H 2002695 128 - - 32257 -
E201269A118
1,000,000 1,000,000 200655 11/2H 200556117238 - - 287587 -
£2015% 118228
£ (720055 400,000 - 200249/ 12H 2002695128 - 2-400,000 32257 -
12A15858) £2006% 17148
LAF 1,500,000 1,500,000 200249/ 12H 2002695 128 - - 32257 -
E201249A118
156,000 156,000 2003F1A7H 2003F1A7H - - 3975 -
E£2013%1A6H
350,000 350,000 200451758 200451 A5R - - 3980 7T -
E201451A4H
350,000 350,000 20045127318 200551 A27H - - 3200/ 7T -
£2015% 17268
600,000 600,000 20055 11/2H 20055117238 - - 287587 -
£2015% 118228
350,000 350,000 20055127308 200651 A3H - — 3.300 7T -
201651428
— 175,000 200646/ 30H 2006465304 - - 5.000 7T -
£2016%6729H
2hx 750,000 750,000 200069/ 27H 2000995 27H - — 111087 -
£2010597 268
400,000 400,000 2001424 12H 20012/ 12H - - 0.950/% 7T -
E2011%52A118
300,000 300,000 2002494 12H 2002695 128 - - 32257 -
E201249A118
600,000 600,000 20055 11/2H 20055117238 - - 287587 -
£2015% 118228
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SHARE OPTION SCHEME

No. of No. of No. of

options options shares No of ¥ Price

outstanding  outstanding acquired in  options cancelled/ per share
at the at the exercise of reclassified to be paid on  *Price of shares
beginning end of Period during which  options during during the exercise of for options
Directors of the Period the Period Date granted options exercisable the Period Period options exercised
Zheng Changyong 1,000,000 1,000,000 28 September 2000 28 September 2000 - - HK$1.110 -

to 27 September 2010

500,000 500,000 12 September 2002 12 September 2002 - - HK$3.225 -

to 11 September 2012

800,000 800,000 2 November 2005 23 November 2005 - - HK$2.875 -
to 22 November 2015

Employees 340,000 340,000 25 September 2000 25 September 2000 - - HK$1.110 -
to 9 October 2000 to 8 October 2010
130,000 113,000 9 February 2001 9 February 2001 17,000 - HK$0.950 HK$4.200
to 17 February 2001 to 16 February 2011
1,792,,000 2,063,000 12 September 2002 12 September 2002 629,000 '+900,000 HK$3.225 HK$4.429
to 23 September 2002 to 22 September 2012
4,350,000 6,118,000 2 November 2005 23 November 2005 32,000 "+1,800,000 HK$2.875 HK$3.300
to 27 November 2015
Note:

! Mr. Miao Jianmin resigned as a Director of the Company on 4 January 2006. As he is still a director of one of the subsidiaries of the Group, the
share options that he is entitled to, but has not yet been exercised at the end of the Period, have been reclassified and grouped under the
Employees category.

2 Cancelled as the options were not exercised within the period specified in the New Scheme after the grantee ceased to be a Participant.

s Being the higher of the closing price quoted on the Stock Exchange immediately before the date of the options grant or the average closing price
quoted on the Stock Exchange for the five business days immediately before the date of the options grant.

4 Being the weighted average closing price quoted on the Stock Exchange immediately before the dates of the options exercised during the Period.

The assumptions used in estimating the fair value of the Company’s share options granted during the Period is provided in
note 18 to the interim financial report.

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

Apart from the foregoing, at no time during the Period was the Company, any of its holding companies, subsidiaries or
fellow subsidiaries a party to any arrangement to enable the directors or chief executive of the Company or any of their
spouses or children under eighteen years of age to acquire benefits by means of the acquisition of shares in or debentures
of the Company or any other body corporate.
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£2012%9A11H
800,000 800,000 2005511428 20055117238 - - 287587 —
220165115220
B8 340,000 340,000 200049/ 25H 2000697 25H - - 11108 7T -
20004 10A9H £2010%10A8H
130,000 113,000 200142/9H 200142/ 9H 17,000 - 0.950% 7T 420008 7T
£200142717H £201152/16H
1,792,000 2,063,000 200249 /12A 200297128 629,000 1+900,000 3.225% 7T 4429870
2002497 23H £201249A22A
4,350,000 6,118,000 20055%11/2A 2005511 723A 32,000 1+1,800,000 287587 3300/ 7T
E2015%11A27H
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS

AND SHORT POSITIONS IN SHARES AND UNDERLYING SHARES

As of 30 June 2006, the interests and short positions of the shareholders, other than a director or chief executive of the
Company, in the Shares and underlying Shares of the Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO were as follows:

Long Positions in Shares of the Company:

Number

of ordinary shares

Percentage
of issued

Substantial shareholders Capacity (corporate interests) share capital
CIHC Interest of controlled 726,389,705 54.29
corporation (Note 1)
CIHK 643,425,705 shares as 726,389,705 54.29
beneficial owner and (Note 2)
83,414,000 shares as interest
of controlled corporation
ICBC Interest of controlled 125,964,887 9.41
corporation (Note 3)
ICBC (Asia) Beneficial owner 125,964,887 9.41
JP Morgan Chase & Co. Custodian corporation 105,381,000 7.87
T Rowe Price Associates Inc. Investment manager 68,334,000 5.10

and its affiliates

Note:

(1) CIHC’s interest in the Company is held by CIHK, Golden Win Development Limited (“Golden Win”), China Insurance Group Investment Co. Ltd.
(“CIGICL”) and Ming Lee Investment Limited (“Ming Lee”), all of which are wholly-owned subsidiaries of CIHC.

2) 82,794,000 shares are held by Golden Win, 450,000 shares are held by CIGICL and 170,000 shares are held by Ming Lee.

(3) ICBC'’s interest in the Company is held by ICBC (Asia), a subsidiary of ICBC.

Save as disclosed above, the register required to be kept under section 336 of the SFO showed that the Company had not
been notified of any interests or short positions in the Shares and underlying Shares of the Company as at 30 June 2006.
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The interim financial report for the Period has been reviewed by the audit
committee of the board of directors of the Company.

During the Period, the Company was in compliance with the Code
provisions, with the following exceptions:

The non-executive directors were not appointed for a specific term,
but are subject to retirement by rotation and re-election at the
Company’s Annual General Meeting in accordance with the
Company’s articles of association.
Having made specific enquiries of all Directors, the Company confirmed
that during the Period, all Directors have complied with the required

standards as set out in the “Model Code for Securities Transactions by
Directors of Listed Issuers” contained in Appendix 10 to the Listing Rules.

By order of the Board
FENG Xiaozeng
Chairman

Hong Kong, 17 August 2006
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