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DEFINITIONS

DEFINITIONS

“Articles of Association”
“Board” or “Board of Directors”
“Board of Supervisors”

"CBIRC"

“CBRC”

“China”, “PRC" or “Mainland China”

"CIRC"

the articles of association of Sunshine Insurance Group Company Limited
the board of Directors of our Company
the board of Supervisors of our Company

China Banking and Insurance Regulatory Commission (3 B8R 1T {R % &5
EEIEZEZEY), arequlatory authority formed via the merger of CBRC
and CIRC according to the Notice of the State Council regarding the
Establishment of Organizations (B8t B #iE L & KB A) (Guo Fa
[2018] No. 6) issued by the State Council on March 24, 2018, and, if
the context requires, includes its predecessors, namely CBRC and CIRC

China Banking Regulatory Commission (FElIR{TXEEEREZES),
which was merged with the CIRC to form CBIRC according to the Notice
of the State Council regarding the Establishment of Organizations (&
TP R A AR B #93B AN) (Guo Fa [2018] No. 6) issued by the State
Council on March 24, 2018

the People’s Republic of China, for the purpose of this annual report and
for geographical reference only and except where the context requires,
references in this annual report to “China,” “PRC" or “Mainland China”
do not include Hong Kong, Macau and Taiwan

China Insurance Regulatory Commission (FEIRBEEEREZE®),
which was merged with the CBRC to form the CBIRC according to the
Notice of the State Council regarding the Establishment of Organizations
(B0 7B BE A IS 3R B B9 ZN) (Guo Fa [2018] No. 6) issued by the State
Council on March 24, 2018



“Companies Ordinance”

“Company” or “our Company”

“Company Law"” or

“PRC Company Law”

“Corporate Governance Code”

“Director(s)”

“Domestic Shares”

“Global Offering”

“Group”, “our Group”, "we"” or “us”

“H Share(s)”

Sunshine Insurance Group Company Limited | 2022 Annual Report

the Companies Ordinance (Chapter 622 of the Laws of Hong Kong),
as amended, supplemented or otherwise modified from time to time

Sunshine Insurance Group Company Limited (F5 ¢ (R & B (DGR A
Al), a joint stock company established on June 27, 2007 under the laws
of the PRC with limited liability, and if the context requires, includes its
predecessors prior to the incorporation of the Company

Company Law of the People’s Republic of China (F# AR H£FIE A &)
y%), as amended by the Standing Committee of the Thirteenth National
People’s Congress on October 26, 2018 and effective on the date of
its promulgation, as amended, supplemented and otherwise modified
from time to time

the Corporate Governance Code as set out in Appendix 14 to the
Listing Rules

the director(s) of our Company

ordinary shares in the share capital of our Company with nominal value
of RMB1.00 each, which are subscribed for and paid up in Renminbi
by PRC natural persons or entities established under PRC laws

the Hong Kong Public Offering and the International Offering

our Company and its subsidiaries

overseas listed foreign shares in the share capital of our Company with

nominal value of RMB1.00 each, which have been listed and traded on
the Hong Kong Stock Exchange with effect from December 9, 2022
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DEFINITIONS

DEFINITIONS

“HK$" or “Hong Kong dollars”

“Hong Kong” or "HK"

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Stock Exchange” or
“Stock Exchange”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“Latest Practicable Date”

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the People’s Republic
of China

the 14,501,000 H Shares offered by us for subscription pursuant to
the Hong Kong Public Offering

the offer of the Hong Kong Offer Shares for subscription by the public
in Hong Kong at the Offer Price on the terms and conditions described
in the Prospectus, as further described in the section headed “Structure
of the Global Offering” in the Prospectus

The Stock Exchange of Hong Kong Limited, a wholly owned subsidiary
of Hong Kong Exchanges and Clearing Limited

person(s) or company(ies) which to the best of our Directors’ knowledge,
information and belief having made all reasonable enquiries, are not
connected persons of the Company

the 1,135,651,500 H Shares offered by our Company pursuant to the
International Offering

the offer of the International Offer Shares by the international
underwriters at the offer price outside the United States to non-US
persons in offshore transactions in accordance with Regulation S as
further described in “Structure of the Global Offering” in the Prospectus

April 3, 2023, being the latest practicable date for the purpose of
ascertaining certain information contained in this annual report prior
to its publication



“Listing”

“Listing Date”

“Listing Rules” or “Hong Kong

Listing Rules”

“Macau”

“Main Board”

1

“Ministry of Finance’

“Model Code”

"Offer Shares”

“PBOC”

“PRC Insurance Law"”

“Prospectus”

Sunshine Insurance Group Company Limited | 2022 Annual Report

listing of our H Shares on the Main Board

the date of December 9, 2022, on which dealings in our H Shares first
commence on the Stock Exchange

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (as amended from time to time)

the Macau Special Administrative Region of the People’s Republic of
China

the stock exchange (excluding the option market) operated by the Stock
Exchange, which is independent from and operated in parallel with the
GEM of the Stock Exchange

the Ministry of Finance of the PRC (Fp#E A B L AN B L 1)

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

the Hong Kong Offer Shares and the International Offer Shares

the People’s Bank of China (F B AR #R1T), the central bank of the PRC
Insurance Law of the PRC, enacted by the Standing Committee of the
Eighth National People’s Congress on June 30, 1995 and effective on
October 1, 1995, as amended, supplemented or otherwise modified

from time to time

the prospectus of the Company dated November 30, 2022 issued in
connection with the Global Offering and the Listing
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DEFINITIONS

DEFINITIONS

“province”

“Regulation S”
“Reporting Period”
“RMB” or “Renminbi”
“SFC”

"SFO”

“Share(s)”

“Shareholder(s)”

“State Council”

“subsidiary(ies)”

“Sunshine AMC"

all provincial-level administrative regions of the PRC, including
provinces, autonomous regions, municipalities directly under the Central
Government and special administrative regions of the PRC

Regulation S under the US Securities Act

for the year ended December 31, 2022

Renminbi, the lawful currency of the PRC

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified from
time to time

ordinary shares in the capital of our Company with a nominal value
of RMB1.00 each

holder(s) of the Share(s)

the State Council of the People’s Republic of China (% A R HEFE
B 7P )

has the meaning ascribed to it in section 15 of the Companies Ordinance

Sunshine Asset Management Corporation Limited (5 & & & HE %7
BIRAR]), a joint stock company established on December 4, 2012
under the laws of the PRC with limited liability, in which the Company
directly and indirectly held approximately 80% equity interest as of the
Latest Practicable Date



“Sunshine Life”

“Sunshine P&C”

“Sunshine Surety”

“Sunshine Union Hospital”

“Supervisor(s)”

"“US" or “United States”

“US$"” or “US dollars”

Sunshine Insurance Group Company Limited | 2022 Annual Report

Sunshine Life Insurance Corporation Limited (5 )¢ AR (DGR A
Al), a joint stock company established on December 17, 2007 under
the laws of the PRC with limited liability, in which the Company held
99.9999% equity interest as of the Latest Practicable Date

Sunshine Property and Casualty Insurance Company Limited (F5 3¢ 84
ERBRMD AR AR, ajoint stock company established on July 28,
2005 under the laws of the PRC with limited liability, in which the
Company held approximately 100% equity interest as of the Latest
Practicable Date

Sunshine Surety Insurance Company Limited (F%Y¢12 F R B (R A% 1D
BBRA 7], formerly known as Sunshine Yurong Credit and Guarantee
Insurance Company Limited (F5Y¢a &S ARBRERDBIRAF), a
joint stock company established on January 11, 2016 under the laws of
the PRC with limited liability, in which the Company held approximately
87.33% equity interest as of the Latest Practicable Date

Shandong Sunshine Union Hospital Co., Ltd. (LU 5 ¢ B EEFE AR &
f£/2 7)) a company established on September 29, 2014 under the laws
of the PRC with limited liability in which the Company indirectly held
approximately 80% equity interest as of the Latest Practicable Date

the member(s) of our Board of Supervisor(s)

the United States of America, its territories, its possessions and all areas
subject to its jurisdiction

US dollars, the lawful currency of the United States
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HONORS AND AWARDS

AWARDS OF SUNSHINE INSURANCE GROUP FOR 2022 <
T -

Awarding Entity Honors and Awards
China Enterprise Confederation, China Enterprise Directors Ranked among the "Top 500 Chinese Enterprises” for 12
Association consecutive years
All-China Federation of Industry and Commerce 71st among the Top 500 Chinese Private Enterprises
China Foundation for Poverty Alleviation Outstanding Contribution Award for Facilitating Poverty Alleviation
China Banking and Insurance News Model of China's Influential Financial Brand
National Business Daily Annual Award of Annual Financial Contribution for
Serving the Real Economy
Securities Times 2022 Ark Award for Insurance Companies with
Outstanding Social Responsibility
Yicai Insurance Company of the Year
21st Century Business Herald 2022 Asia Excellent Technology Insurance Institution
. o
AWARDS OF SUNSHINE P&C FOR 2022 ¢
J a _
Awarding Entity Honors and Awards
21st Century Business Herald 2022 Excellent Customer Service
National Business Daily Excellent Property and Casualty Insurance Company of the Year
ZMoney Insurance Company for Excellent Claims Service
B o
AWARDS OF SUNSHINE LIFE FOR 2022 ‘
Awarding Entity Honors and Awards
National Business Daily Annual Outstanding Life Insurance Company
The Economic Observer Annual Excellent Customer Experience Insurance Company Award
JRJ Outstanding Insurance Service Award
B .
AWARDS OF SUNSHINE AMC FOR 2022 4
... S—
Awarding Entity Honors and Awards
China Securities Journal Insurance Asset Management Portfolio Product Golden Bull Award
2022 Ark Award for Innovative Insurance Asset Management
Securities Times Products
E—— —
- AWARD OF SUNSHINE UNION HOSPITAL FOR 2022 ¢

Awarding Entity Honors and Awards

All-China Federation of Trade Unions, Publicity Department of the  The 17th National Model Unit for Professional Ethics Construction
Communist Party of China, Central Civilized Office, Ministry of Industry
and Information Technology, Ministry of Commerce, State-owned Assets

Supervision and Administration Commission of the State Council
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CORPORATE INFORMATION

REGISTERED NAME
Legal Chinese Name:

[ R BRI B IR A A

Abbreviation in Chinese:
BS YL iR

Legal English Name:

Sunshine Insurance Group Company Limited

Abbreviation in English:
SUNSHINE INS

REGISTERED OFFICE
17th Floor, Block A, First World Plaza
No. 7002, Hongli West Road

Futian District

Shenzhen, PRC

(Postcode: 518034)

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
40/F, Dah Sing Financial Centre

248 Queen’s Road East

Wanchai, Hong Kong

PLACE OF LISTING OF SHARES
The Stock Exchange of Hong Kong Limited

CLASS OF SHARES
H Shares

STOCK NAME
SUNSHINE INS

STOCK CODE
6963

H SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

WEBSITE

WWW.SIiNnosig.com
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INVESTOR RELATIONS DEPARTMENT
The Office of the Board of Directors

Telephone: (8610) 5828 9818

E-mail: ir@sinosig.com
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LEGAL REPRESENTATIVE
Mr. ZHANG Weigong

SECRETARY TO THE BOARD

=
Mr. DONG Yinggiu z
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AUTHORIZED REPRESENTATIVES :ZE
Mr. PENG Jihai Jzﬁ
Mr. DONG Yingqiu Eg
28
JOINT COMPANY SECRETARIES =
Mr. DONG Yingqiu =
Mr. LAU Kwok Yin —
=
AUDITOR o
Ernst & Young rUn
(Certified Public Accountants and Registered Public Interest Entity Auditor) Z
>
HONG KONG LEGAL ADVISOR =
Clifford Chance
PRC LEGAL ADVISOR 3
Commerce & Finance Law Offices g
COMPLIANCE ADVISOR =
Huatai Financial Holdings (Hong Kong) Limited §
UNIFIED SOCIAL CREDIT CODE E
91440300664161245Y o
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12 ABOUT US

CHAIRMAN STATEMENTS

1

Dear shareholders,

On December 9, 2022, Sunshine Insurance was
successfully listed on the Hong Kong Stock Exchange
thanks to the trust of new and existing shareholders and all
walks of life. Insurance is built on trust. The management
of the Company is deeply grateful for the trust of our
shareholders and will further drive the value creation
for the Company to live up to that trust and reward our
shareholders and the society.

2022 was an extraordinary year. In the face of the severe international
environmental wind and the numerous unexpected factors in the country,
the CPC led the people of all nationalities in China to rise to form a strong
team and work hard and maintain the general economic and social stability.
The 20th CPC National Congress was held triumphantly, drawing up a grand
blueprint for building a socialist modern country in all respects and on all fronts
advancing the great rejuvenation of the Chinese nation through a Chinese
path to modernization. Against the backdrop of both opportunities and
challenges, the Company responded to the times and the trend, continuously
focusing on its main business of insurance and value development, taking
reform and innovation as the driving force for development, adhering to the
principle of combining growth with pragmatism and successfully achieving
all its business targets.
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14 ABOUT US

CHAIRMAN STATEMENTS

During the year, we adhered to the development concept of “sound and fast, sound outbalances fast” and
achieved a steady growth in overall business performance, which helped to further enhance our value creation
capability. The total revenue of the Company for the year amounted to RMB128.58 billion, an increase of 7.2%
year on year. Embedded value amounted to RMB101.27 billion, an increase of 8.0% compared with the end of
last year. Net profit attributable to equity owners of the parent was RMB4.88 billion. Sunshine Life's first-year
regular premiums (“FYRPs"”) were RMB14.75 billion, with an increase of 9.3% year on year, while the value of
one year's new business amounted to RMB3.02 billion, achieving positive growth year on year. Sunshine P&C
made a profit on underwriting with a premium income of RMB40.38 billion.

During the year, we continued to enrich and improve our product and service systems based on the “Matrix
Partner” strategic plan, and further promoted our customer strategy, realizing a rapid growth in the number of
active customers. We actively explored the “Matrix” plan for individuals and families, and built a multi-level and
differentiated ecological service system covering the whole life cycle of families around the core systems of health,
retirement, children’s education and wealth management of our customers. We firmly implemented the “Partner”
action for enterprise organizations. To that end, we were committed to becoming a trusted partner in enterprise
risk management by providing a systematic and integrated package of risk solutions to our customers, and by
promoting the transformation from a mere provider of financial compensation insurance to a risk management

service supporter. As of the end of 2022, the Group had approximately 32.88 million active customers.

During the year, we took core capacity building as the driving force, with the core competencies of our major
subsidiaries more consolidated, the channel layout continuously optimized and the exploration of model innovation
accelerated. Sunshine Life adhered to the business model of diversified and synergistic development of channels,
laying a good foundation for “multiple-line progress”. The agent channel built a comprehensive and diversified
product and service ecosystem with a differentiated team management model and business model, first-year
regular premium of the channel increased by 6.7% year on year, and productivity per capita increased by 13.9%
year on year, with the number of MDRT achievers increasing by 31.4% year on year. While the bancassurance
channel focuses on the development strategy of value-oriented products, value-oriented outlets and value-oriented
teams, the Company has established a professional distribution coordination team with strong network operation
capability, customer service capability and productivity per capita. The profitability of Sunshine P&C was rapidly
improved, with the loss ratio and expense ratio dropping by 1.6 and 3.6 percentage points respectively year on
year. The use of the intelligent life table for automobile insurance (EE%S 847 Z) was gradually improved
and the risk identification and product pricing capacity of non-automobile insurance was steadily enhanced.

Moreover, the management of risk reduction was beginning to bear fruit.
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During the year, we comprehensively promoted digital transformation and technological innovation, and promoted
the online, intelligent and value enhancement of business. Focusing on process optimisation and data and model
application, the Company continued to improve its five core capabilities of digital customer insight, digital
marketing, digital product innovation, digital risk control and digital operation, and comprehensively promoted
the digital transformation of the Company. Sunshine Life promoted the application of digital technology in sales
support, customer service and risk prevention to empower business and operational efficiency improvement. By
relying on big data and artificial intelligence technology, Sunshine P&C will continue to optimise customer base

and develop business, improve operation efficiency and enhance risk prevention ability.

During the year, we stayed true to our original aspiration to contribute the warmth and power of sunshine to
the society in serving the real economy, securing the people’s livelihood, promoting common prosperity and
advancing a green China. In 2022, we provided risk coverage of RMB44.5 trillion for the real economy, green
insurance coverage of nearly RMBG60 trillion, risk coverage of RMB82.2 billion for the “Belt and Road” Initiative
project and risk coverage of RMB170 billion for small and medium-sized enterprises. Also, we assisted small
and medium-sized enterprises in financing RMB14.5 billion. As at the end of 2022, the balance of sustainable

investment exceeded RMB40.0 billion and the cumulative investment in public charities exceeded RMB596 million.

The year 2023 marked the beginning of embarking on a new journey towards the implementation of the guiding
principles of the 20th CPC National Congress and the construction of a Chinese path to modernization. Staying
true to its main business and responsibilities, Sunshine will well position itself in serving the great Chinese path
to modernization. That will mean accelerating the Company’s high-quality development and high-value growth,
taking the initiative to serve the general economic and social landscape and giving full play to the insurance
protection. All these efforts will help the Company move faster towards a customer-driven high-value insurance

group.

Things must be done with consistency, and there must be regularity in governance. No matter how
times develop or how the years change, common sense and principles will not change. Focus and determination
have been the key assets of our development over the past 18 years, while our long valued Sunshine culture
have been even our “company treasure” in rooting and managing the Company. Facing the changes of the
times, we will respond to the “changes” with “constancy” by standing fast to our main business of insurance,
firmly adhering to the culture of Sunshine, defending customer sovereignty and unswervingly promoting the
construction of both basic and core capabilities, for further strengthening ability to develop value through

compliant operation of the Company.

We are customer-oriented and deeply rooted in our mission so that other businesses will flourish. The
value of a company comes down to its customers. To this end, we commit ourselves to being a customer-driven
high-value insurance group by focusing all our efforts on “customer-centric” core competencies. We implemented
our “Matrix Partner” strategic plan to realize our business pursuit of being a professional and leading provider
of family insurance protection services and a trustworthy enterprise risk management partner.

15
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16 ABOUT US

CHAIRMAN STATEMENTS

Built on value, we will resolve all problems. The report to the 20th CPC National Congress takes the “effective
quality improvement and reasonable quantity growth” as the internal requirement of high-quality economic
development. We will take this as the fundamental guideline for the Company’s development, uphold the concept
of value development and practice the development ideology of “moving forward in a good way”. We will
focus more on the value of new business, effective manpower, capital efficiency and ROE of life insurance, and
the core operating indicators of combined ratio, cash flow, reserve adequacy and ROE of property and casualty
insurance business, so as to further improve the Company’s overall operating capability.

We will seek innovations while reinforcing our foundation. Basic and core competencies are the fundamental
drivers of long-term sustainable value development, and we have formulated a clearly-defined development
strategy around basic and core competencies. Focusing on the projected themed “One Body, Two Wings (—&
ME)"” and “One Extension, One High (—#—&)", we will consolidate the base of individual agents channel
for life insurance and develop a new business of “Blue Ocean of Value ({E{E5/8)", extend the value space for
single customer and the high-value customer base. Property and casualty insurance is focusing on the “last mile
(Fx%B—AB)" target of the life table for automobile insurance (B84 w53k TF2) project and the breakthrough
of the non-automobile revitalization project, for building a stable source of profit from automobile insurance

and establishing the relative advantages of non-automobile insurance and improving risk reduction services.
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We are committed to becoming a technology-driven and ecologically sound company. Adhering to the
strategy-driven and target-driven technology strategy, we will steadfastly promote the digital transformation of
the Company. That means taking the “Luobupo Project (&4 H5T&l)" as the starting point. This will drive us to
achieve key breakthroughs while moving forward and fully release the vitality and capability of our technology
team. Meanwhile, in response to customers’ big health needs in the post-pandemic era, the Company will
continue to integrate internal and external resources, enrich the ecosystem around the main business such as
medical and health care, create an integrated service ecosystem and provide customers with a differentiated

value-added service system.

In the ever-changing current of the times, if a company is likened to a ship, serving the Chinese path to
modernization will be the " guiding light (3888%&)"” that leads the way. We will anchor our orientation and
establish coordinates in serving the Chinese path to modernization, with the Sunshine culture as the rudder
to ensure that the ship is on course. Taking the construction of basic and core capabilities as the oar andthe
technological innovation and ecological conservation as the sail, that will provide us with even stronger power
to push the “Sunshine” ship to travel steadily and further. All these efforts will make greater contributions to

the Chinese path to modernization.

Sunshine Insurance Group Company Limited
BRREBEBRGBRAA
ZHANG Weigong
Chairman of the Board
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RESULTS HIGHLIGHTS

RMB in millions

End of  Increase/ End of End of
KEY PERFORMANCE DATA 2021 decrease 2020 2019
Total Assets 485,357 441,623 9.9% 406,494 332,558
Total liabilities 423,338 382,407 10.7% 349,547 281,415
Total equity 62,019 59,216 4.7% 56,947 51,143
Increase/
KEY PERFORMANCE DATA 2021 decrease 2020 2019
GWPs 108,740 101,759 6.9% 92,569 87,907
Net profit 5,015 6,020 -16.7% 5,681 5,151
Net profit attributable to shareholders of
the parent 4,881 5,883 -17.0% 5,619 5,086
Increase/
KEY PERFORMANCE INDICATORS 2021 decrease 2020 2019
Earnings per share (RMB/share)' 0.47 0.57 -17.5% 0.54 0.49
Net assets per share (RMB)' 5.28 5.60 -5.7% 5.39 4.83
Weighted average return on net assets’ 8.6% 10.3% -1.7% 10.6% 11.0%

Note 1: Based on the data attributable to shareholders of the Company. Earnings per share and percentage of increase or decrease in net
assets per share are calculated based on the data before rounding.
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MANAGEMENT DISCUSSION AND ANALYSIS

I. BUSINESS OVERVIEW

Dedicated to value creation, we are a fast-growing,
privately owned insurance group in the PRC that provides
comprehensive solutions focusing on professional
risk protection and diverse service offerings to our
customers.

We carry out our life and health insurance business
mainly through Sunshine Life, offering products
covering life insurance, health insurance and accident
insurance. We carry out our property and casualty
insurance business mainly through Sunshine P&C,
offering property and casualty insurance products
covering automobile insurance, accident and short-
term health insurance, guarantee insurance, liability
insurance, agriculture insurance and commercial
property insurance. We primarily manage our insurance
funds through Sunshine AMC.

(I) Results of operations

Sunshine Insurance focuses on insurance as its core
business, and strives to create value and maintain
a comprehensive and balanced insurance business.
Through continuous innovation, Sunshine Insurance
provides new momentum for business development.
The Company continuously promotes customer strategy,
continues to explore “Matrix Plan” for individual
customers and their families and “Partnership Action”
for enterprises and organizations, builds a full life cycle
and multi-service system covering families, and provides
a systematic risk solutions for system integration for
institutional customers.

Note 1:

In 2022, the Company’s overall operating performance
grew steadily, and its ability to create value has been
continuously enhanced, maintaining a sound growth
momentum. The Group achieved the total revenue of
RMB128.58 billion, representing a year-on-year increase
of 7.2%, among which the gross written premiums
(GWPs) were RMB108.74 billion, representing a year-
on-year increase of 6.9%. The Group’s net profit
attributable to shareholders of the parent was RMB4.88
billion, representing a year-on-year decrease of 17.0%.
The Group’s embedded value was RMB101.27 billion,
up 8.0% from the end of last year. The value of one
year's new business of Sunshine Life was RMB3.02
billion, representing a year-on-year increase of 0.1%.
The combined ratio of Sunshine P&C was 99.9%. The
Group’s total investment yield was 5.0%, representing
a year-on-year decrease of 0.4 percentage points. At
the end of 2022, the Group had approximately 32.88
million active customers.

e The business of life insurance was
sound, with premiums of the insurance
business continuing to grow, and the
value of new business maintained a
steady growth.

e The life insurance gross written premiums
were RMB68.30 billion, representing a year-
on-year increase of 12.3%;

e The first-year regular premiums (“FYRPs")
were RMB14.75 billion, representing a year-
on-year increase of 9.3%;

e The value of one year's new business was
RMB3.02 billion, representing a year-on-year
increase of 0.1%.

The active customers refer to the applicants and insureds who hold at least one valid insurance policy at the point of time of

the statistics, excluding complimentary insurance. In the event that the applicants and insureds are the same person, they shall
be deemed as one customer. The number of customers of subsidiaries does not add up to the total number of customers of the
group because of the de-duplication process for customers who purchase multiple products.
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The profitability of property and
casualty insurance business® was
enhanced, and the business structure
was optimized.

e Net profit was RMB1,602 million and
underwriting profit was RMB42 million,
and the combined ratio was 99.9%. Of
which, underwriting profit of automobile
insurance amounted to RMB632 million,
with a combined ratio of 97.4%; The
combined ratio of non-automobile insurance
was 104.1%, mainly due to the increase in
guarantee insurance costs as a result of
macroeconomic and market changes. The
combined ratio of non-guarantee insurance
of non-automobile insurance was 99.7%,
achieving overall profitability.

e The OPI was RMB40,376 million, and the
quality and structure of the business were
continuously optimized. For one thing, the
Company actively controlled the scale of
credit and guarantee insurance business
and tightened risk exposure, resulting in
a year-on-year decrease of 21.4% in the
scale of guarantee insurance; For another
thing, we continued to improve customer
management and maintained steady growth

in major value business. The proportion of

non-guarantee insurance business increased
by 3.9 percentage points. Among them, the
growth rate of private passenger vehicle
premiums was 7.5%, the growth rate of
new energy vehicle premiums was 97.1%,
the growth rate of agricultural insurance
premiums was 61.7% and the growth rate of
policy-supported health insurance premiums
was 112.0%.

We firmly practiced the concept

of long-term value investment,

and focused on asset and liability

management, achieving a sound and

steady investment performance.

e The total
RMB20.13 billion, representing a year-on-

investment income reached
year increase of 5.4%; the total investment
yield was 5.0%, representing a year-on-year

decrease of 0.4 percentage points.

e We continuously improved our comprehensive
investment management ability and customer
service level of multi-asset, multi-strategy
and multi-customer, with third-party assets
under management of RMB414.98 billion,
representing a year-on-year increase of
21.4%.

property and casualty insurance business refers to the business of Sunshine P&C.
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22 MANAGEMENT DISCUSSION AND ANALYSIS

We promoted digital transformation
and technological innovation, and
promote online and intelligent
business and corporate value
enhancement.

e Focusing on process optimisation and data and
model application, we continued to improve
the five core capabilities of digital customer
insight, digital marketing, digital product
innovation, digital risk control and digital
operation, and comprehensively promoted
the Company’s digital transformation.

e We highlighted technological innovation,
focused on RPA robotic process automation,
effectively supported risk selection and
pricing, operational cost control and
differentiated customer services, and won
14 external technological innovation awards.

e  We strengthened technological support,
strengthened the construction of a big data
platform, built distributed, micro-service
and cloud-native architecture, promoted
the online and intelligent business of the
Company, and obtained 13 new patents
during the year.

We served the real economy, fulfilled
social responsibilities, and practiced
sustainable development.

e We improved the well-being of the people
and served the real economy. We promoted
rural revitalization and steadily expanded the
coverage of agricultural product insurance
related to the national economy and people’s
livelihood and national food security; we
deeply served the real economy and provided
a total of RMB44.5 trillion of risk protection
for the real economy in 2022; we provided
services to jointly build the “Belt and Road”
Initiative, and provided risk protection of
RMB82.2 billion for “Belt and Road” projects;
and we provided more than RMB170.0 billion
of risk protection for 12 thousand micro,
small and medium-sized enterprises and
helped micro and small enterprises obtain
financing worth RMB14.5 billion.

MANAGEMENT DISCUSSION AND ANALYSIS

We fulfilled our social responsibilities and
devoted ourselves to public welfare. We
gave full play to the advantages of financial
technology and medical resources, and actively
organized and participated in various public
welfare activities in the fields of education,
helping the elderly and poverty alleviation.
By the end of 2022, Sunshine Insurance has
invested more than RMB596 million in various
public welfare and charitable undertakings;
Over 28,000 teachers and students benefited
from 71 schools established in 24 provinces
across the country. A total of 16,372 rural
doctors were trained to benefit nearly 11
million villagers. We sincerely care for our
employees and their families, and parent-
supporting subsidies were granted to a total
of 33,200 employees.

We promoted green development and
achieved harmonious coexistence. In 2022,
we had provided nearly RMB60 trillion in
green insurance protection to 16.35 million
enterprises and individuals, and more than
RMB4 billion in compensation support. We
built a sustainable investment framework
and incorporate environmental, social and
governance factors into investment decisions.
As at the end of 2022, the balance of
sustainable investment exceeded RMB40.0
billion. We promote low-carbon office, energy
conservation and consumption reduction,
and resource recycling, continuously improve
the utilisation rate of electronic insurance
policies and online services, and implement
the concept of “carbon peaking and carbon
neutrality”.
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(ll) Major indicators %
Unit: RMB in millions S
31 December 31 December &
2022/January- 2021/January- Increase/
Indicators LTl gl s December 2021 decrease
GWPs 108,740 101,759 6.9%
Net profit 5,015 6,020 -16.7% -
Net profit attributable to equity owners of the parent 4,881 5,883 -17.0% =
Total assets 485,357 441,623 9.9% ;Z>§
Total liabilities 423,338 382,407 10.7% :ZE
Total equity 62,019 59,216 4.7% E;
Equity attributable to owners of the parent 60,741 58,008 4.7% z,ﬁ
Earnings per share (RMB/share)’ 0.47 0.57 -17.5% mg
Net assets per share (RMB)' 5.28 5.60 -5.7% g
m
Note 1: Fill in with data attributable to the owners of the Company. Earnings per share and percentage of increase or decrease in net E
asset value per share are calculated based on rounded data. g
Unit: RMB in millions E
31 December 31 December >
2022/January- 2021/January- Increase/ E
Indicators Il gl s December 2021 decrease
Embedded value of the Group 101,273 93,776 8.0%
Value of one year’s new business of Sunshine Life 3,018 3,015 0.1% §
Comprehensive solvency ratio (%)’ §
— The Group 198 223 -25pt =
— Sunshine Life 156 189 -33pt 8
~ Sunshine P&C 224 267 -43pt =
s
Note 1: The comprehensive solvency ratio as of 31 December 2022 is calculated in accordance with the Regulatory Rules on the Solvency of m

Insurance Companies (Il) ( <(fRER A RIERFBE NESERAI()) ) (“C-ROSS Phase Il Rules”) issued by the CBIRC. The comprehensive
solvency ratio as of 31 December 2021 is calculated in accordance with the Regulatory Rules on the Solvency of Insurance Companies
(No. 1-17) ( (IRERABMEEENEERRAI(1-1757)) ) ("C-ROSS Phase | Rules”) issued by the former CIRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

Indicators (%)

The Group

Weighted average return on equity’
Net investment yield?

Total investment yield?

Life Insurance

Total investment yield®

Commission and brokerage ratio*
Property and Casualty Insurance®
Loss ratio®

Expense ratio’

Combined ratio®

Total investment yield?

31 December

31 December

2022/January- 2021/January- Increase/
Ll o gl December 2021 decrease
8.6 10.3 -1.7 pt

4.1 4.6 -0.5 pt

5.0 5.4 -0.4 pt

5.4 5.1 0.3 pt

10.3 11.1 -0.8 pt

65.0 66.6 -1.6 pt

34.9 38.5 -3.6 pt

99.9 105.1 -5.2 pt

4.8 5.9 -1.1 pt

Note 1: Weighted average return on equity equals net profits for the
period attributable to equity owners of the parent divided
by the weighted average total net assets attributable to
equity owners of the parent.

Note 2: Net investment yield equals net investment income less
interest expense relating to securities sold under agreements
to repurchase for the period, divided by average investment
assets (excluding securities sold under agreements to
repurchase) as of the beginning and end of the period.
Net investment income consists of interest revenue from
fixed-income financial assets, dividend income from equity
financial assets, operating lease income from investment
properties, share of profits and losses of associates and joint
ventures, interest revenue from securities purchased under
agreements to resell and interest revenue from demand
deposits. Investment assets refer to cash and short-term
deposits, financial assets at fair value through profit or
loss, securities purchased under agreements to resell,
term deposits, available-for-sale financial assets, held-to-
maturity financial assets, investments classified as loans and
receivables, policy loans, investments in associates and joint
ventures, statutory deposits and investment properties.
Note 3: Total investment yield equals total investment income less
interest expense relating to securities sold under agreements
to repurchase for the period, divided by average investment
assets (excluding securities sold under agreements to
repurchase) as of the beginning and end of the period.
Total investment income equals the sum of net investment
income, realized gains and gains and losses from fair value
changes, less impairment losses on investment assets.

Note 4: Commission and brokerage ratio equals commission and
brokerage expenses in a period divided by GWPs for the
period.

Note 5: Financial ratios of property and casualty insurance refer to
those financial ratios of Sunshine P&C.

Note 6: Loss ratio represents the ratio of loss incurred and loss
adjustment expenses, net of reinsurance covered, to net
premiums earned.

Note 7: Expense ratio represents the ratio of operating expenses
(including commission and brokerage expenses), net of
reinsurance commission income, to net premiums earned.
Note 8: Combined ratio equals the sum of the loss ratio and the
expense ratio.

Explanation on discrepancies between

domestic and overseas accounting
standards

There were no discrepancies between the Group’s
consolidated net profit for the year 2022 or consolidated
equity as at 31 December 2022 as presented in the
financial statements prepared in accordance with the

PRC GAAP and those prepared in accordance with IFRS.
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Il. ANALYSIS OF ANNUAL RESULTS

Life Insurance

(I) Business analysis

In 2022 when the global economic environment was turbulent, the domestic market environment and customer
demand were changing, and industry transformation entered a deep-water zone, Sunshine Life continuously
pursued sustainable value growth and actively explored new ideas for development. Based on the deep
understanding of the market environment and changes in customer needs, we began to implement the “Matrix
Plan” to build our customer-oriented core competency. Driven by our insight into customer needs, we worked
on sales force transformation and upgrading, product system improvement, service system construction, and
digital innovation to ensure sustainable high-quality and sound development. The GWPs were RMB68.30 billion
in 2022, a year-on-year increase of 12.3%; the value of one year’'s new business was RMB3.02 billion, a year-
on-year increase of 0.1%.

1. Operational channels
Sunshine Life adhered to the business model of diversified and synergistic development of sales channels. On
the premise of maintaining the advantages of the current bancassurance channel, it accelerated the reform and

transformation of the individual insurance agent channel, and actively cultivated new channels with the potential

to further consolidate the Company’s good foundation of “multiple-lines progress”.
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MANAGEMENT DISCUSSION AND ANALYSIS

Unit: RMB in millions

For the year ended December 31 m 2021 YOY growth

Individual insurance agent channel 15,806 15,089 4.8%
First-year premiums 3,553 3,330 6.7%
Including: long-term insurance (more than one year) 3,154 2,889 9.2%
— Including: regular premium 2,933 2,749 6.7%
— Including: single premium 221 140 57.9%
Including: short-term insurance (one year or below) 399 441 -9.5%
Renewal premiums 12,253 11,759 4.2%
Bancassurance channel 45,296 39,050 16.0%
First-year premiums 28,359 27,855 1.8%
Including: long-term insurance (more than one year) 28,359 27,855 1.8%
— Including: regular premium 11,311 9,847 14.9%
— Including: single premium 17,048 18,008 -5.3%
Including: short-term insurance (one year or below) - - -
Renewal premiums 16,937 11,195 51.3%
Other channels" 7,193 6,687 7.6%
GWPs 68,295 60,826 12.3%
First-year premiums 34,867 33,588 3.8%
Including: long-term insurance (more than one year) 32,117 31,804 1.0%
— Including: regular premium 14,745 13,485 9.3%
— Including: single premium 17,372 18,319 -5.2%
Including: short-term insurance (one year or below) 2,750 1,784 54.1%
Renewal premiums 33,428 27,238 22.7%

Note 1: Other channels include the group insurance channel, integrated channel, online sales channel, and insurance agencies and insurance
brokers channel.
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(1)

Through its individual insurance agent channel, Sunshine

Individual insurance agent channel

Life adhered to high-quality transformation and
development, implemented differentiated management
and different operation strategies for different levels
of agent groups, and enhanced the team’s capability
to sell products and services to various customer
groups, and strived to build agent teams pertinent
to specific customer groups. In 2022, the GWPs from
the individual insurance agent channel amounted to
RMB15.81 billion, a year-on-year growth of 4.8%, of
which FYRPs amounted to RMB2.93 billion, a year-
on-year growth of 6.7%. The productivity per capita®
amounted to approximately RMB 14,000, a year-on-year
growth of 13.9%. The number of insurance agents
meeting the MDRT standard achieved a year-on-year

increase of 31.4%.

The agent channel adhered to the agent team structure
optimization, promoted more resources to attract and
nurture the high-performance agents, implemented
customer management projects of new agents, enhanced
customer management ability of new agents, and
realized the healthy development and transformation
of the team. The new agents’ productivity per capita
amounted to approximately RMB11,000 in 2022, a

year-on-year increase of 13.1%.

Meanwhile, Sunshine Life hasimplemented breakthrough
projects in central cities and provincial capitals since
2020. In the tier-1 and tier-2 cities, Sunshine Life has
made every effort to build an elite sales team of over
a thousand agents that can serve medium and high-
net-worth customers. In 2022, agents in this team
with tertiary education and above exceeded 80%, with
productivity per capita amounting to approximately
RMB30,000, which is 2.1 times that of the whole

individual insurance agent team.
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MANAGEMENT DISCUSSION AND ANALYSIS

For the year ended December 31

Average number of agents per month®@
Average ratio of active agents per month®
Productivity per capita (RMB)

2021 YQOY growth
62,990 81,113 -22.3%
16.4% 16.8% -0.4pt
13,940 12,235 13.9%

Note 1:

Productivity per capita refers to the ratio of average monthly first-year regular standard premiums to average monthly active labour.

First-year regular standard premiums=FYRPs with a term of more than one year X a conversion coefficient. The conversion coefficient
for regular premiums with a term of more than one year and less than ten years can be calculated using years of payment divided
by 10, and the conversion coefficient for regular premiums with a term of more than ten years is 1.0.

Note 2:
of the month of a year divided by 12.

Note 3:

Average number of agents per month refers to the sum of the averages of the number of agents at the beginning and at the end

Average ratio of active agents per month refers to the ratio of the average number of active agents per month to the average

number of agents per month. The average number of active agents per month refers to the sum of the number of active agents
for each month in a year divided by 12; active agent refers to the agent who has standard premiums no less than RMB1,000 in

that month.

(2) Bancassurance channel

The bancassurance channel of Sunshine Life adhered
to value development as the core. Through measures
such as strategic map layout, refined institutional
management and differentiated management, Sunshine
Life built the development strategy of products, outlets
and teams, and actively reduced single premium
placement and vigorously developed regular premium
value-oriented business, with single premiums to
FYRPs ratio being optimised year by year. In 2022, the
GWPs from the bancassurance channel amounted to
RMB45.30 billion, a year-on-year growth of 16.0%, of
which FYRPs amounted to RMB11.31 billion, a year-
on-year growth of 14.9%; the average productivity
of branches and outlets” amounted to approximately
RMB66,000, a year-on-year growth of 24.7%.

At the same time, we have been deeply cultivating
the team’s basic competencies, and established a
professional distribution coordination team with
outlet management capabilities and customer service

capabilities in bank channels such as state-owned,
joint-stock and local commercial banks. In 2022, the
productivity per capita of the team® amounted to
approximately RMB120,000, representing a year-on-
year increase of 15.7%, maintaining its leading position
in the industry.

(3) Other channels

Sunshine Life actively explored the marketing model to
reach institutional customers, integrated the internal
high-quality group customer resources, and continuously
expanded the external group customers. Through
insights and study of the needs of customers in key
industries, Sunshine Life deeply cooperated with group
customers in response to the pain points of different
types of enterprises, provided medical, pension, health
and other series of insurance products and services for
their employees and family members, through which
further increased the number of individual customers
and sought new breakthroughs.

Note (1): The average productivity of branches and outlets refers to the ratio of the average monthly first-year regular standard premiums
in the reporting period to the number of active branches and outlets average monthly; the number of active branches and outlets
refers to the number of branches and outlets whose average monthly first-year regular standard premiums are more than RMBO

for the year.

Note (2): The productivity per capita of the team refers to the ratio of average monthly first-year regular standard premiums in the reporting
period to average monthly active labour; the active labour of the bancassurance channel refers to the labour whose first-year
regular standard premiums in the current month are greater than RMBO.
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In addition, Sunshine Life accelerated the pace of
development, optimized the business structure and
explored innovative development models for group
insurance channel, integrated channel, online sales
channel, insurance agencies and insurance brokers
channel, and improved the capability of value
development so as to meet the needs of customers in

different scenarios.

In 2022, the GWPs from other channels amounted to
RMB7.19 billion, a year-on-year increase of 7.6%.

2. Customer Management

Upholding the customer-centric business philosophy,
Sunshine Life implemented the “Matrix Plan” around the
whole life cycle of customers’ families, and continuously
improved the “insurance + service” construction of
product and ecological service system. As of the end of
2022, Sunshine Life had 14.95 million active customers.
Meanwhile, through in-depth insights into customer
needs, certain breakthroughs were achieved in the
operation of mid-to-high-end customers. The number
of customers with in-force policies of first-year standard
premiums of RMB150,000 and above increased by
28.3%, and the number of customers with in-force
policies of first-year standard premiums of RMB50,000
and above increased by 18.5%.

In terms of insurance product system, we provided a
full range of coverage for family members at different
stages, including healthcare, life insurance, accident,
education and elderly-care. We launched the “Sunshine
Insurance i Family (F5Y¢4RiZX)" series of family critical
illness insurance products to meet the healthcare
demands of each family member of customers;
launched the “Sunshine Life Longevity (F53%)" and

other functional products to meet the increasing
caring needs of elderly customers in the context of
aging; launched the “Sunshine Life Baby (5 8)”
children’s education fund products to meet the long-
term education reserve needs of the new generation of
family members; launched the “Union (Relief Edition) (
BEFN(Z0VAR))” for customer families that needed long-
term medical insurance with adjustable rates to meet

the long-term medical guarantee needs of customers.

In terms of service system, we built the “Zhen e Cheng
(e#%)" customer service brands, including the two
brands of “Sunshine Sincere Desire ([5YtetE=)" and
“Sunshine Legacy ([5te%(F)". Focusing on the four
core needs of family customers in healthcare, elderly
care planning, child education, wealth management,
etc., we strived to build a multilayered “insurance
+ service” service ecosystem covering the entire life
cycle of customers’ families, specifically including:
establishing a comprehensive “medical, medicine,
health and elderly care” service system and building a
comprehensive and multilayered health and elderly care
service system where institutions offering services for
the elderly play a principal role, integrate health regimen
caring, elderly vacationing residents, and residential
caring, and providing comprehensive solutions for
children’s education and education fund for customers;
establishing the “Sunshine Legacy e Family Office
(P e EXRIEHAE)" to provide services such as
human capital, financial capital, intellectual capital and
organizational capital for high-net-worth customers;
launching the industry-leading serial service brands of
“Legacy ® Insurance Benefit Trust GE{E (R & (57E)"
to meet the needs of high-net-worth customers for
asset security, appreciation and inheritance, and to
ensure the direct linkage between capital and quality

life services.
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MANAGEMENT DISCUSSION AND ANALYSIS

3. Product Operation
(1) Analysis by business type
Unit: RMB in millions

For the year ended 31 December m 2021 YOY growth

Life insurance 56,589 49,744 13.8%
— Traditional 36,232 26,761 35.4%
— Participating 20,148 22,771 -11.5%
— Universal 209 212 -1.4%
Accident insurance 711 932 -23.7%
Health insurance 10,995 10,150 8.3%
GWPs 68,295 60,826 12.3%

(2) Information on the top five products

For the year ended 31 December Unit: RMB in millions
2022

Ranking ~ Name Type GWPs  Major sales channel

1 Sunshine Life Insurance Zhen Xin Bei Zhi Whole Life Traditional life insurance 20,424 Bancassurance channel
BRASZRRIRIER)

2 Sunshine Life Insurance Jin Wen Ying Endowment (Participating) ~ Participating life insurance 8,706  Bancassurance channel
BEXASEREMERR(HAR)

3 Sunshine Life Insurance Jin Man Ying (Exclusive Version) Participating life insurance 7,521 Bancassurance channel

Endowment (Participating)
FEXABSRBREZRMERR(DLE)

4 Sunshine Life Insurance Zhen Ai Bei Zhi Whole Life Traditional life insurance 5,701  Bancassurance channel
(BHRASEERIRTER)
5 Sunshine Life Insurance Sunshine Rise B Whole Life Traditional life insurance 2,323 Individual insurance

(BRASGAABRLETSER) agent channel
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4. Premium persistency ratio 8

For the year ended December 31 2021 YOY =

c

13-month premium persistency ratio (%)™ 90.5 87.0 3.5pt v
25-month premium persistency ratio (%)? 78.5 76.7 1.8pt

The persistency ratio increased thanks to the continuous optimization of business quality of Sunshine Life. The
13-month persistency ratio for 2022 was 90.5%, a year-on-year increase of 3.5 percentage points while the

=
- i i % i i >
25-month persistency ratio for 2022 was 78.5%, increased by 1.8 percentage points year on year. ,Z>
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MANAGEMENT DISCUSSION AND ANALYSIS

5. Premiums in the top ten regions

For the year ended December 31

Zhejiang
Guangdong
Hubei
Shandong
Chongging
Hebei
Shenzhen
Henan
Beijing
Fujian
Subtotal
Subtotals of other regions
GWPs

Unit: RMB in millions

2021 YQOY growth

4,219 2,478 70.3%
3,982 3,255 22.3%
3,842 3,828 0.4%
3,387 3,039 11.5%
3,380 3,178 6.4%
3,056 4,251 -28.1%
2,912 1,857 56.8%
2,798 2,515 11.3%
2,783 2,231 24.7%
2,518 1,895 32.9%
32,877 28,527 15.2%
35,418 32,299 9.7%
68,295 60,826 12.3%

6. Digital Innovation

Sunshine Life focuses on customer insights,
precision marketing, intelligent customer service, risk
management and other application scenarios through
scientific and technological innovation, and actively
promotes projects such as robots and big data to realize
technology empowerment business and operational

efficiency enhancement.

(1) Sales Support

Investing in a sales robot that is oriented to customer
needs. Using the big data platform and artificial
intelligence algorithm and based on accurate customer
profile, we fast iterated sales strategies and empowered
agents to identify customer needs and provide
“products+services” guarantee planning for customers
and their families throughout their entire life cycle.

Building a management robot that empowers frontline
managers. Using big data models, independently
developed dendrogram components and other cutting-
edge technologies for closed-loop management across
the whole operational process, clarified the path of
business operation, provides multi-dimensional and all-
round diagnosis report on the operation, quickly and
precisely identifies key problems and offers reference
solutions. We transformed the business management
mode from “experience + feeling” to “science + reason”

and improved the management efficiency.
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(2) Customer Services

We use our intelligent service platform “My Home
Sunshine” APP to have customers get 7x24-hour full,
accurate, fast and precise service experience, get online
services of claim settlement and preservation available
anytime and anywhere and get effective connection
with the Company. As of the end of 2022, the total
number of registered users of “My Home Sunshine”
APP reached approximately 4.02 million, and this
APP served approximately 60.74 million person-times
throughout the year.

The service robots provide self-service for customers and
business teams, explore service pain points, promote
the optimisation of service processes and tools, and
form a virtuous cycle of improving customer service

experience.

(3) Risk Prevention

We effectively made identification pertinent to objects,
methods and disposal mechanisms, set more than 260
monitoring indicators, and establish risk monitoring
and early warning platform “Sky Eye System (KHR
Z#)" by applying big data and machine learning
technologies, and considering the characteristics and
trends of industry reports and complaints, public opinion
events, and major risk cases. We form the dynamic
processing process to effectively prevent operational
risks through the pre-risk management identifying the
risk of sales behavior of sales personnel and the risk of
non-compliance of key positions personnel.

Catering to various protection needs of our customers,
health trends and industry regulations, we focused on
health big data, promoted the health big data project
and provided diversified insurance products to meet
different needs for personal health. We developed
prediction models for death risk, hospitalization risk,
and critical illness risk to accurately price long-term
insurance products, improve the capability to make
accurate pricing and prevent the two core risks
beforehand, which benefits our value development,
and we gained one national patent for invention.
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MANAGEMENT DISCUSSION AND ANALYSIS

(I) Financial Analysis
The following table sets forth the summary of Statements of Profit or Loss for our life insurance segment for

the periods indicated:

Unit: RMB in millions, except for percentages

For the year ended December 31 m 2021 Changes

Net premiums earned 66,719 59,575 12.0%
Investment income 18,056 12,670 42.5%
Share of profits and losses of associates

and joint ventures 1,065 2,322 -54.1%
Other income 901 1,027 -12.3%
Total revenues 86,741 75,594 14.7%
Net policyholders’ benefits and claims: 64,829 54,306 19.4%
Interest credited to investment contracts 3,832 3,470 10.4%
Commission and brokerage expenses 7,040 6,739 4.5%
Finance costs 814 1,074 -24.2%
Other operating and administrative expenses 5,395 6,028 -10.5%
Total benefits, claims and expenses 81,910 71,617 14.4%
Profit before tax 4,831 3,977 21.5%
Income Tax 105 553 -81.0%
Net profit 4,936 4,530 9.0%
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Net premiums earned

Net premiums earned from the life insurance segment
increased by 12.0% from RMB59,575 million in 2021
to RMB66,719 million in 2022, mainly because we have
made constant efforts in implementing the multichannel
strategy for the sales channels, and have achieved fast
growth in bancassurance channel.

Investment income

Our investment income from the life insurance segment
increased by 42.5% to RMB 18,056 million in 2022 from
RMB12,670 million in 2021, primarily due to: (i) an
increase in our interest and dividend income as a result
of an increase in our investment assets; (ii) increases in
realized gains and unrealized gains.

Share of profits and losses of associates and joint
ventures

Share of profits and losses of associates and joint
ventures from the life insurance segment decreased
by 54.1% to RMB1,065 million in 2022 from RMB2,322
million in 2021, primarily due to the disposal of certain
associates.

Other income

Other income from the life insurance segment decreased
by 12.3% to RMB901 million in 2022 from RMB1,027
million in 2021, primarily due to the decrease in the

income from investment contracts.

Net policyholders’ benefits and claims

Net policyholders’ benefits and claims from the life
insurance segment increased by 19.4% to RMB64,829
million in 2022 from RMB54,306 million in 2021,
primarily due to growth of life insurance business.

Interest credited to investment contracts

Interest credited to investment contracts from the life
insurance segment increased by 10.4% to RMB3,832
million in 2022 from RMB3,470 million in 2021, primarily
due to the increase in investment contract liabilities.

Commission and brokerage expenses
Commission and brokerage expenses from the life
insurance segment increased by 4.5% to RMB7,040
million in 2022 from RMB6,739 million in 2021,
primarily due to the increase in premium.

Finance costs

Finance costs from the life insurance segment decreased
by 24.2% to RMB814 million in 2022 from RMB1,074
million in 2021, primarily due to decreases in interest
on securities sold under agreements to repurchase,

bonds payable and asset-backed securities.

Other operating and administrative expenses

Other operating and administrative expenses from
the life insurance segment decreased by 10.5% to
RMB5,395 million in 2022 from RMB6,028 million in
2021, primarily due to a decrease in impairment loss
on other assets and change in foreign exchange gain

or loss.

Net profit

As a result of the foregoing, our net profit from the
life insurance segment increased by 9.0% to RMB4,936
million in 2022 from RMB4,530 million in 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

Property and Casualty Insurance

We provide property and casualty insurance products and services mainly through Sunshine P&C. In 2022, Sunshine

P&C’s GWPs accounted for 99.9% of our GWPs generated from property and casualty insurance business. Unless

otherwise specified, this section shall only describe the business of Sunshine P&C.

(I) Business analysis

In 2022, Sunshine P&C adhered to the development concept of prioritizing profitability while pursuing growth,

which improved its profitability, optimized its business structure and consolidated a solid foundation for high-

quality development. It achieved an underwriting profit of RMB42 million, a combined ratio of 99.9%, a loss

ratio of 65.0%, and an expense ratio of 34.9%. The annual OPI was RMB40.38 billion, representing a year-on-

year decrease of 0.4 percentage points.

Unit: RMB in millions

For the year ended December 31 2021 YOY
Original premium income 40,376 40,531 -0.4%
Premiums ceded to us 33 388 -91.5%
Gross written premiums 40,409 40,919 -1.2%
Unit: RMB in millions

Original premium income

For the year ended December 31 2021 YOY
Automobile insurance 24,630 23,176 6.3%
Non-automobile insurance 15,746 17,355 -9.3%
Guarantee insurance 5,816 7,397 -21.4%
Accident and short-term health insurance 4,775 5,047 -5.4%
Liability insurance 2,262 2,055 10.1%
Commercial property insurance 1,047 905 15.7%
Others™ 1,846 1,951 -5.4%
Total 40,376 40,531 -0.4%

Note 1: Others mainly include agricultural insurance, engineering insurance, cargo insurance

insurance and credit insurance.

, special risk insurance, hull insurance, homeowner
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For the year ended 31 December 2021 (%) YOY growth ;
w
Expense ratio" 34.9 38.5 -3.6pt
Loss ratio® 65.0 66.6 -1.6pt
Combined ratio® 99.9 105.1 -5.2pt

Note 1: Expense ratio refers to the ratio of operating expenses (including commission and brokerage expenses), net of reinsurance commission =
income, to net premiums earned. JZ’
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Liability insurance 2,262 2,113,858,001 920 2,383 -63 103.5%
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MANAGEMENT DISCUSSION AND ANALYSIS

(1) Automobile insurance

In 2022, Sunshine P&C’s OPI from automobile insurance
was RMB24.63 billion, representing a year-on-year
increase of 6.3%. The combined ratio of automobile
insurance was 97.4%, with an underwriting profit of
RMB632 million. Through continuously promoting the
implementation of the project of “intelligent life table
for automobile insurance(B %S BE A 75 3K)", Sunshine
P&C deeply integrated automobile insurance operation
and actuarial technique, continued to pursue a more
precise way of pricing and a more scientific way of
resource allocation, and further consolidated the
foundation for the sustainable and healthy development
of automobile insurance.

At the same time, we focused on continuously
improving the management of individual customers and
actively broadened the strategic business segments. The
growth rate of private passenger vehicle premiums was
7.5% with the proportion in auto insurance business
increased by 0.7 percentage points and the growth
rate of new energy vehicle premiums was 97.1% with
the proportion in auto insurance business increased by
3.3 percentage points. In the future, we will continue
to deepen the construction and implementation of
the intelligent life table for automobile insurance
project, further improve product pricing and scientific
resource allocation capabilities, and build the core
competitiveness of Sunshine’s automobile insurance.

(2) Non-automobile insurance

In 2022, Sunshine P&C’s OPI of non-automobile
insurance was RMB15.75 billion, representing a year-on-
year decrease of 9.3%, and the combined ratio of non-
automobile insurance was 104.1%. In 2022, Sunshine
P&C strove to enhance its capabilities in relation to non-
automobile risk identification and pricing, established
the framework system of life table for non-automobile
insurance, set detailed rules for evaluating and adjusting
the cost of risk for different products, industries and
regions, and proactively adjusted business structure at
the same time. In the future, Sunshine P&C will continue
to improve its capabilities in relation to non-automobile
risk identification and product pricing, improve the
level of risk management services, and further optimize
its business structure and quality, and continuously
consolidate the foundation for sustainable and healthy
development of non-automobile insurance.

Guarantee insurance

In 2022, Sunshine P&C's OPI of guarantee insurance was
RMB5.82 billion, representing a year-on-year decrease
of 21.4%. The combined ratio was 109.3%. On the one
hand, based on the judgment of the macro situation,
the Company has taken the initiative to optimize its
business structure, tighten the access criteria and scale
down its business; on the other hand, owing to changes
of market environments, customers’ business activities
and repayment ability were greatly affected, and the
loss ratio showed a significant increase. In the future,
Sunshine P&C will maintain a prudent development
strategy, continue to optimize its business structure and
customers’ structure, further improve its risk control
capability and enhance operational stability.

Accident and short-term health insurance

In 2022, Sunshine P&C’s OPI of accident and short-
term health insurance was RMB4.78 billion in 2022,
representing a year-on-year decrease of 5.4 percentage
points; the combined ratio was 91.6%. Based on the
advantages of Sunshine Insurance Group in the medical
field, Sunshine P&C actively participated in social security
supplementary insurance programs in China, increased
efforts on developing the business of policy-supported
insurance, such as critical illness insurance, and large-
amount of supplementary medical insurance for urban
employees, and achieved breakthroughs in areas such
as long-term care insurance and outpatient chronic
disease insurance, with the growth rate of 112.0%
in policy-supported health insurance premiums. In the
future, the Company will gradually build a professional
solution of “insurance institution+ health management+
technology empowerment” to establish Sunshine’s
comparative advantages and characteristics in the field
of policy-supported health insurance.
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Liability insurance

In 2022, Sunshine P&C's OPI of liability insurance was
RMB2.26 billion, representing a year-on-year increase of
10.1%. The combined ratio was 103.5%, representing
a year-on-year decrease of 0.6 percentage points.
Sunshine P&C actively participated in social governance,
production safety and public services, supported the
development of real economy and green economy, and
provided insurance protection for new citizens. In the
future, the Company will further increase its efforts to
serve the modernization of national governance and
give full play to the role of liability insurance in resolving
conflicts and disputes, while continuously improving its
capabilities in relation to risk identification and product
pricing to achieve “sound and fast” development of

liability insurance.

Commercial property insurance

In 2022, the OPI from commercial property insurance of
Sunshine P&C was RMB1.05 billion, representing a year-
on-year increase of 15.7%; The combined ratio was
120.1%, representing a year-on-year decrease of 20.6
percentage points through continuous improvement
of risk identification and pricing capabilities and strict
control of business quality. Sunshine P&C supports the
development of real economy and serves the Belt and
Road. In addition, Sunshine P&C continued to innovate
product models and optimize a series of “Boss Relieved”
insurance products to assist the development of small,
medium and micro-sized enterprises, help smooth
operation of the economy and help small, medium
and micro-sized enterprises tide over difficult times. In
the future, the Company will continue to provide risk
protection and risk reduction services for real economy
enterprises, and actively play the role of shock absorbers
for the real economy and social stabilizers. At the same
time, we will further enhance our risk identification
and product pricing capabilities, optimize our business
structure and quality, and effectively decrease cost.

2. Customer Management

Sunshine P&C adheres to the core value of “all for
customers”, continues to deepen the research on
customer needs, and is committed to establishing a
convenient customer service system, actively providing
warm, caring, professional and trustworthy service
products, and practicing the service motto of “making
our services the reason for customers to choose Sunshine
P&C “. As of the end of 2022, Sunshine P&C had 18.72

million active customers.

In terms of individual customers, we continued to deepen
the research on individual customers, accelerated the
innovation of personal non-automobile insurance
products, strengthened customer retention, extended
the insurance and service coverage, and achieved
rapid improvement in individual customer retention
and conversion. The renewal rate of private passenger
vehicle insurance customers was 63.7%, representing
a year-on-year increase of 4.4 percentage points. The
proportion of non-automobile insurance products
purchased by individual auto insurance customers
reached 47.0%, representing a year-on-year increase

of 4.1 percentage points.

In terms of institutional customers, we have steadily

promoted the implementation of the “Partner
Initiative”, established a nationwide risk management
network under the direct leadership of the headquarters
and branches, respectively, launched the Sunshine Sky
Eye risk map platform. We focused on key business
developmentareasin the form of “insurance +technology
+ service”, increased risk management services on the
basis of the single risk transfer of traditional insurance
products, improved risk identification and product
pricing capabilities, and helped enterprises achieve
risk reduction and value enhancement. In 2022, we
provided technology-based disaster mitigation and
professional risk consulting services to more than 4,300

important corporate customers.
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MANAGEMENT DISCUSSION AND ANALYSIS

3. Premiums in the top ten regions

Original premium income
For the year ended December 31

Shandong
Henan
Zhejiang
Hebei
Guangdong
Sichuan
Jiangsu
Anhui
Hubei
Beijing
Subtotal
Subtotal in other regions
Total

Unit: RMB in millions

2021 YOY

4,833 4,709 2.6%
3,751 3,633 3.2%
3,245 3,509 -7.5%
2,845 2,617 8.7%
2,091 2,095 -0.2%
1,876 1,765 6.3%
1,815 1,834 -1.0%
1,456 1,586 -8.2%
1,398 1,094 27.8%
1,325 1,443 -8.2%
24,635 24,285 1.4%
15,741 16,246 -3.1%
40,376 40,531 -0.4%

4. Digital Transformation

Relying on big data and artificial intelligence technology,
Sunshine P&C made breakthroughs in key projects,
supported by the reform of model and mechanism,
continued to promote digital transformation,
continuously optimized customer experience, empowered
business development, improved operational efficiency
and enhanced risk prevention, driving the high-quality

development of the Company.

(1) Customer service

Relying on the sunshine online platform (AutoeLife APP,
mini program, official website, Wecom account), we
optimized the customer service process and provided
customers with one-stop convenient services, serving
over 120 million customers in total, with a service
satisfaction rate of 94%. At the same time, we actively
promoted the online and intelligent counter services to
further improve customer experience and operational
efficiency.

(2) Business operations

We promoted the reshaping of basic capabilities,
launched the new generation core business system
for non-automobile insurance, and greatly improved the
stability, security, scalability and configuration of the
system. The Company deeply explored the innovation of
business scenarios, created the “Automobile Insurance
Robot ”, organically combined big data algorithms with
expert experiences, and actively explored the intelligent
pricing and allocation fee of automobile insurance
and automatic business operation diagnosis. Based
on customer insights and content mining, we built
the “Internet and Telephone Sales Robot” to support

dynamic monitoring, analysis and auxiliary sales.
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(3) Risk prevention

Relying on the Sunshine Sky Eye risk map platform, we
present the national natural disaster risk distribution
and policy risk distribution, empower underwriting
pricing, risk screening and customer risk management,
and provide customers with more than 250 thousand
weather disasters, typhoon paths, and waterlogging
point data and other early warning information. At the
same time, based on the automobile insurance anti-
fraud model, we reduced the accumulated insurance
claim costs exceeding RMB63 million in 2022.

Sunshine P&C

For the year ended December 31

Net premiums earned

Investment income

Share of profits and losses of associates and joint
ventures

Other income

Total revenues

Net policyholders’ benefits and claims:

Commission and brokerage expenses

Finance costs

Other operating and administrative expenses

Total benefits, claims and expenses

Profit before tax

Income Tax

Net profit

(I1) Financial Analysis

Since we carry out substantially all of our property and
casualty insurance business through Sunshine P&C,
the following discussion on the segment operating
performance of our property and casualty insurance
business is mainly a discussion on the respective
performance of Sunshine P&C during the periods
indicated.

Unit: RMB in millions

2021 Changes

38,441 37,757 1.8%
1,940 2,312 -16.1%
187 171 9.4%
159 177 -10.2%
40,727 40,417 0.8%
24,987 25,148 -0.6%
4,334 5,242 -17.3%
316 196 61.2%
9,293 9,514 -2.3%
38,930 40,100 -2.9%
1,797 317 466.9%
-195 135 -244.4%
1,602 452 254.4%
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MANAGEMENT DISCUSSION AND ANALYSIS

Net premiums earned

Net premiums earned of Sunshine P&C increased by
1.8% to RMB38,441 million in 2022 from RMB37,757
million in 2021, primarily due to the combined effect of

GWPs and net change in unearned premium reserves.

Investment income

Investment income of Sunshine P&C decreased by
16.1% to RMB1,940 million in 2022 from RMB2,312
million in 2021, primarily due to the decrease in realized

gains.

Share of profits and losses of associates and joint
ventures

Share of profits and losses of associates and joint
ventures of Sunshine P&C increased by 9.4% to RMB187
million in 2022 from RMB171 million in 2021, primarily

due to an increase in the profits of certain associates.

Other income

Other income of Sunshine P&C decreased by 10.2% to
RMB159 million in 2022 from RMB177 million in 2021,
primarily due to a decrease in commission income from

withholding vehicle and vessel tax.

Net policyholders’ benefits and claims

Net policyholders’ benefits and claims of Sunshine P&C
remained stable at RMB25, 148 million and RMB24,987
million in 2021 and 2022, respectively.

Commission and brokerage expenses

Commission and brokerage expenses of Sunshine P&C
decreased by 17.3% to RMB4,334 million in 2022 from
RMB5,242 million in 2021, primarily due to a decrease
in GWPs from Sunshine P&C, and lower commission and
brokerage ratios in relation to accident and short-term
health insurance, resulting from the implementation of
laws and regulations relating to the Internet insurance

business.

Finance costs
Finance costs of Sunshine P&C increased by 61.2%
to RMB316 million in 2022 from RMB196 million in
2021, primarily due to an increase in the interest on
bonds payable.

Other operating and administrative expenses

Other operating and administrative expenses of
Sunshine P&C decreased by 2.3% to RMB9,293 million
in 2022 from RMB9,514 million in 2021, primarily due
to a decrease in business promotion and consulting

expenses.

Net profit

As a result of the foregoing, net profit of Sunshine P&C
increased by 254.4% to RMB1,602 million in 2022 from
RMB452 million in 2021.
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Asset Management

The Group has always focused on its own investment capacity building. Adhering to the core principle of asset
and liability management, as well as philosophy of long-term and value investment. The Group has built up
sound institutional system of asset management. With the full-range investment qualifications and diversified
investment capability, the Group has developed the core competitiveness with distinct characteristics of Sunshine
during many years of practice in investment. This has not only achieved long-term, stable and sustainable
performance and returns for insurance funds, but also played an important synergistic role in enhancing our
insurance business and value development.

(I) Our Group’'s investment assets

In 2022, due to the impact of overseas interest-rate hikes and geopolitical conflicts, as well as weakened domestic
economic growth, the equity market in China declined significantly, and the investment yields of long-term bond
and high-quality non-standard debt assets were decreasing on average. The Group always maintains strategic
determination, strictly follows the principle of asset liability management and persists in medium and long-term
strategic asset allocation. Whilst focusing on stable investment return, the Group makes dynamic tactical asset
allocation adjustments based on market changes. Firstly, we seized the time windows of market opportunities
to increase the allocation of long-term government bonds and policy bank bonds. Therefore, the Group further
extended the asset duration, and hence reduced the duration gap and reinvestment risk. Secondly, we actively
increased the investment in high-quality alternative assets to strengthen the cost-return matching on the premise
of well-controlled credit risk exposure. Last but not least, the Group maintained a reasonable equity positions with
balanced allocation of value stocks and growth stocks, aiming to reduce portfolio volatility and balance risk and
return. As of December 31, 2022, our Group's total investment assets reached RMB428.84 billion, representing

a year-on-year increase of 10.3%, and total investment income reached RMB20.13 billion, representing a year-

on-year increase of 5.4%.
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MANAGEMENT DISCUSSION AND ANALYSIS

1. Investment portfolio
Unit: RMB in millions

December 31, 2022 Change in Change in
percentage from amount from
the end of the  the end of the
Amount Percentage previous year previous year
Fixed-income financial assets 289,207 67.4% 2.3pt 14.2%
Term deposits 22,383 5.2% -0.6pt -0.1%
Bonds 183,167 42.7% 0.7pt 12.1%
Policy loans 11,077 2.6% -0.1pt 5.9%
Wealth management products!” 50,208 11.7% 0.3pt 13.0%
Other debt investments® 22,372 5.2% 2.0pt 78.3%
Equity financial assets 89,587 20.9% 2.3pt 24.4%
Stocks 52,972 12.4% 3.7pt 56.5%
Equity funds 6,093 1.4% -1.4pt -43.2%
Wealth management products® 24,203 5.6% 0.4pt 18.6%
Other equity investments® 6,319 1.5% -0.4pt -10.1%
Investments in associates and joint
ventures 16,136 3.8% -3.6pt -44.0%
Investment properties 9,085 2.1% -0.3pt -3.1%
Cash and cash equivalents and others® 24,829 5.8% -0.7pt -1.8%
Investment assets (total) 428,844 100.0% - 10.3%
Notes:

(1) Wealth management products mainly include trust schemes from trust companies, products from insurance asset management
companies, wealth management products from commercial banks and private equity funds.

(2)  Other debt investments mainly include statutory deposits, bond funds and money market funds.
(3)  Other equity investments include unlisted equities, preferred shares and equity perpetual bonds.

(4)  Cash and cash equivalents and others mainly include cash deposits and securities purchased under agreements to resell.
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(1) By investment category

Bonds investment. The Group performed in-depth
research into interest rate trend, and increased long-
term government bonds investment in order to stabilize
portfolio yields and improve asset and liability duration
matching. As of December 31, 2022, bond investments
accounted for 42.7% of the total investment assets,
an increase of 0.7 percentage points from the end of
the previous year; among them, government bonds
accounted for 59.0% of the bond investments. The
Group has attached great importance to credit risk
management, strictly controlled risk exposures by
sector(s) and by counterparty(ies), etc., and carefully
selected targets to ensure the risk was manageable.
Overall, the issuers of the Group’s bond investments
are of strong financial strength, hence, the credit risk
of bond portfolio is well managed. 98.3% of domestic
bonds (excluding government bonds and policy bank
bonds) held by us received a credit rating of AA+ or
above by external rating agencies, of which 95.2%
received a credit rating of AAA or above; 100% of
overseas bonds held by us were investment-grade
bonds with a credit rating of BBB or above by external
rating agencies, of which 93.6% received a credit rating

of A or above.

Fixed-income wealth management products. Fixed-
income wealth management products held by the Group
include fixed-income insurance asset management
portfolio products and debt investment schemes issued
by insurance asset management companies, and fixed-
income collective investment trust schemes issued by

trust companies. As of December 31, 2022, the fixed-

income wealth management products held by the
Group amounted to RMB50.21 billion, accounting for
11.7% of the Group’s total investment assets. 95.0%
of the debt investment schemes and trust schemes
we held received credit ratings of AAA. In terms of
industry distribution, the underlying projects are spread
across sectors including infrastructure, non-banking
financial services, real property, public services and
manufacturing. For the risk management of fixed-income
wealth management products, the Group mainly focuses
on three aspects: asset allocation, product selection
and investment portfolio management. In addition,
we continually monitor and strictly manage the credit
risk throughout the full life cycle of the investment,
including fund raising, investment, management and
exiting, and establish an overall and individual risk
alert framework covering all investment fields, varieties
and instruments to ensure that the risks of investment
assets in the entire process are thoroughly assessed
and controlled.

Equity financial assets. Equity financial assets held by
the Group include stocks, equity funds, equity wealth
management products and other equity investments.
As of December 31, 2022, the Group's investment in
equity financial assets amounted to RMB89.59 billion,
accounting for 20.9% of the total investment assets,
an increase of 2.3 percentage points from the end of
the previous year, of which the investment in stocks
and equity funds accounted for 13.8% of the total
investment assets. When selecting listed shares, we
prefer value stocks with high dividend yield and high-
quality growth stocks with sustainable performance,
basing our decisions on in-depth industry researches
as well as the government industrial policy guidance.
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MANAGEMENT DISCUSSION AND ANALYSIS

(2) By investment purpose

Unit: RMB in millions

December 31, 2022 Change in Change in
percentage from amount from
the end of the  the end of the
Amount Percentage previous year previous year

Financial assets at fair value through
profit or loss 20,455 4.8% 1.7pt 68.2%
Available-for-sales financial assets 169,469 39.5% -1.5pt 6.2%
Held-to-maturity investments 114,704 26.7% 5.1pt 36.4%
Investments in associates and joint ventures 16,136 3.8% -3.6pt -44.0%
Loans and others!” 108,080 25.2% -1.7pt 3.8%
Investment assets (total) 428,844 100.0% - 10.3%

Note 1: Loans and others mainly include cash and bank balances, term deposits, securities purchased under agreements to resell, policy

loans, statutory deposits, investments classified as loans and receivables, and investment properties.

2. Investment income

Unit: RMB in millions

December 31, December 31,

2022 2021 Changes
Net investment income 16,314 16,458 -0.9%
Realized gains® 6,734 5,826 15.6%
Unrealized gains or losses 618 -2,172 -128.5%
Impairment loss on investment assets -3,536 -1,016 248.1%
Total investment income® 20,130 19,096 5.4%
Net investment yield (%)® 4.1 4.6 -0.5pt
Total investment yield (%)® 5.0 5.4 -0.4pt

Notes:

)

5)

Net investment income consists of interest revenue from fixed-income financial assets, dividend income from equity financial assets,
share of profits and losses of associates and joint ventures, operating lease income from investment properties, interest revenue from
securities purchased under agreements to resell and interest revenue from demand deposits.

Realized gains include realized capital gains from securities investments.

Total investment income refers to the sum of net investment income, realized gains and unrealized gains or losses, less impairment
loss on investment assets.

Net investment yield equals net investment income less interest expense relating to securities sold under agreements to repurchase
for the period, divided by average investment assets (excluding securities sold under agreements to repurchase) as of the beginning
and end of the period. Investment assets refer to cash and short-term deposits, financial assets at fair value through profit or loss,
securities purchased under agreements to resell, term deposits, available-for-sale financial assets, held-to-maturity financial assets,
investments classified as loans and receivables, policy loans, investments in associates and joint ventures, statutory deposits and
investment properties.

Total investment yield equals total investment income less interest expense relating to securities sold under agreements to repurchase
for the period, divided by average investment assets (excluding securities sold under agreements to repurchase) as of the beginning
and end of the period.
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In 2022, we achieved a net investment income of
RMB16.31 billion, down 0.9% year on year, and the
net investment yield was 4.1%, down 0.5 percentage
points year on year. We achieved a total investment
income of RMB20.13 billion for the year, an increase of
RMB1.03 billion or 5.4% from 2021; the total investment
yield was 5.0%, down 0.4 percentage points year on
year, primarily due to the capital market fluctuations,
declining market interest rates and increased provision
for impairment.

(Il) Third-party assets managed

Sunshine AMC, with a professional investment team and
the investment philosophy of “value-oriented, long-term
pursuit”, has accumulated profound experience in long-
term asset management, and developed multiple lines
of business in asset management and investment. It has
full-spectrum investment capabilities and qualifications
for credit risk management, stock investment, use of
derivatives, debt investment schemes, equity investment
schemes, qualified domestic institutional investors (3% A
B e mIMEEZFEA), portfolio products issuance, etc.

Assets under management entrusted to
Sunshine AMC

including: AUM entrusted by Group

including: AUM entrusted by third party

Sunshine AMC stands out in fields such as diversified
asset allocation, professional asset management and
market-oriented product innovation, which has been
widely recognized by many institutional investors and
corporate customers, and has built up Sunshine’s
unigue brand influence.

Sunshine AMC is responsible for entrusted management
of investment assets of insurance funds within the
Group, and is also vigorously developing third-party
asset management business, providing professional
asset management, investment consultancy and other
services for other investors, and helping customers
achieve robust asset appreciation through insurance
asset management products or customized special
accounts. As of December 31, 2022, Sunshine AMC
achieved the assets under management (“AUM")
amounted to RMB756.96 billion, representing an
increase of 15.8% from the end of 2021, among which
our third-party AUM amounted to RMB414.98 billion,
representing an increase of 21.4% from the end of
2021.

Unit: RMB in millions

December December
31, 2022 31, 2021 Changes
756,955 653,621 15.8%
341,979 311,913 9.6%
414,976 341,708 21.4%

Sunshine AMC actively grasps the trend of the asset
management industry and the customer needs,
adheres to the development strategy of marketization,
professionalism and standardization, continuously
polishes its investment research capability, and improves
customer service level. It meets various market demands
through a multi-asset and multi-strategy product
system, and promotes the sound development of the
third-party business. In 2022, the portfolio insurance
asset management products managed by Sunshine
AMC operated steadily, with the fixed-income, equity
and hybrid products all maintaining growth, and two
of equity products received the”2022 China Insurance
Investment Golden Bull Award (FFEIRERZERE S HF

#%)” . In addition, Sunshine AMC continued to support
the development of the real economy through its debt
business. On the premise of holding the risk bottom
line, it continuously supported national infrastructure
construction, actively participated in industrial upgrading
in line with national policies, and effectively invested
funds in various high-quality enterprises, with priority
to fields such as infrastructure, transportation and
environmental protection. One of the debt investment
schemes managed by Sunshine AMC won 2022 Ark
Prize for Innovative Insurance Asset Management
Products organized by Securities Times, as an active
practice of insurance funds in support of the green
development.
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MANAGEMENT DISCUSSION

I1l. ANALYSIS ON SPECIAL ITEMS

(I) Liquidity Analysis
1. Gearing Ratio

AND ANALYSIS

31 December

31 December

2022 2021

Gearing Ratio 87.2% 86.6%
Note: gearing ratio = total liabilities/total assets
2. Statement of Cash Flows

Unit: RMB million

For the year ended December 31 2021 Increase/decrease

Net cash inflows from operating activities 26,229 44,573 -41.2%

Net cash outflows from investing activities -28,755 -4,686 513.6%

Net cash inflows/(outflows) from
financing activities 1,903 -26,363 -107.2%

3. Liquidity Analysis

The Company manages the liquidity of the Group
Company and its subsidiaries from the Group level.
As a holding company, the Group Company mainly
conducts business operations through its subsidiaries,
and its cash flow is mainly derived from dividends and
other investment income of its operating subsidiaries.

The Company's major sources of capital include premium
income, investment income, and cash inflows from the
sale or maturity of investment assets, etc. The demand
for working capital mainly includes the surrenders,
withdrawals or other forms of early termination of
insurance contracts, the reimbursement or payment
of insurance, dividends paid to shareholders, and cash
payments for daily expenses.

The Company’s cash and bank deposits provide
the Company with liquid resources to meet its cash
disbursement needs. As of the end of the Reporting
Period, the Company had cash and cash equivalents of
RMB24.83 billion and term deposits of RMB22.38 billion.
In the case of interest loss, most of the Company’s term
bank deposits are available. In addition, the Company’s
investment portfolio also provides the Company
with liquidity resources to meet unforeseen cash
disbursement needs. As of the end of the Reporting
Period, the book value of the Company’s fixed-income
financial assets investment was RMB289.21 billion and
the book value of equity financial assets investment
was RMB89.59 billion.

The Company believes that it has sufficient working
capital to meet its current working capital needs.
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(ll) Solvency
The Group and each of its insurance subsidiaries have
implemented the Regulatory Rules on the Solvency
of Insurance Companies (Il) ( ({REX QA RMETREHES
&3 8131)) ) (“C-ROSS Phase Il Rules”) from 2022,
and the solvency data as at December 31, 2022 has
reflected the impact of the changes in C-ROSS Phase
Il Rules. The solvency data as at December 31, 2021 is
still calculated in accordance with the Regulatory Rules
on the Solvency of Insurance Companies (No. 1-17)
( (RBERBMENEE N BB R BI(-1758)) ) (“C-ROSS
Phase | Rules”) issued by the CIRC.

The Group

Core capital

Actual capital

Minimum capital

Core solvency ratio (%)
Comprehensive solvency ratio (%)
Sunshine Life

Core capital

Actual capital

Minimum capital

Core solvency ratio (%)
Comprehensive solvency ratio (%)
Sunshine P&C

Core capital

Actual capital

Minimum capital

Core solvency ratio (%)
Comprehensive solvency ratio (%)

As of December 31, 2022, the comprehensive solvency
ratio and the core solvency ratio of the Group and each
of its insurance subsidiaries had met the regulatory

requirements.

The table below sets forth the solvency data of the
Group and its main insurance subsidiaries as at the

dates indicated:

Unit: RMB in millions

December 31, December 31, Increase/
2022 2021 Decrease
69,751 81,669 -14.6%
95,311 92,683 2.8%
48,081 41,557 15.7%
145 197 -52 pt
198 223 -25 pt
43,133 60,040 -28.2%
62,540 65,056 -3.9%
40,038 34,335 16.6%
108 175 -67pt
156 189 -33pt
10,837 12,769 -15.1%
16,990 18,767 -9.5%
7,590 7,036 7.9%
143 181 -38pt
224 267 -43pt

Notes: (1)

Core solvency ratio = core capital / minimum capital; comprehensive solvency ratio = actual capital / minimum capital.

(2)  The minimum regulatory requirements for core solvency ratio and comprehensive solvency ratio are 50% and 100% respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

(lll) Asset Charge

Some subsidiaries of the Group sold and repurchased
securities in the market due to liquidity management
needs. During the transactions, the securities held by
subsidiaries of the Company will be used as collateral
for transaction. As at December 31, 2022, the charge
information of the relevant securities is set out in Note
37 to the consolidated financial statements of this

annual report.

(IV)Bank Borrowings

The aggregate balance of bank borrowings of the
Group as at December 31, 2022 were RMB320 million,
excluding the bonds issued by some subsidiaries of
the Group and the securities sold under repurchase
agreements of its investment business. The bonds
payable by the Group are set out in Note 36 to the
consolidated financial statements of this annual report.

(V) Risk of Exchange Rate Fluctuations
The vast majority of the Group’s assets and liabilities
are denominated in Renminbi (“RMB"”), but some
of its assets and liabilities are denominated in Hong
Kong dollars, US dollars and other foreign currencies.
The fluctuations of the value of RMB relative to
such currencies expose us to foreign exchange risk.
We controlled the adverse impact of exchange rate
fluctuations by strengthening the management of asset-
liability matching of different currencies and controlling
foreign exchange positions. As of December 31, 2022,
the book value of foreign exchange financial assets
and financial liabilities held by the Group amounted
to RMB21.24 billion and RMB2.61 billion, respectively.

(VI)Contingent Liabilities

Given the nature of insurance business, in the ordinary
course of its business, the Group is involved in various
estimates, contingencies and legal proceedings, including
as plaintiff and defendant in litigation and as applicant
and respondent in arbitration. The adverse effects of
the above disputes mainly include insurance policies and
other claims. The Group has made provision for possible
losses, including provisions for claims such as insurance
policies, when management has consulted counsel (if
any) and is able to make a reasonable estimate of the
outcome of the above litigation. No provision shall be
made for audits, contingencies or legal proceedings
where the outcome cannot be reasonably predicted
and management considers that the likelihood of failure
is low. As at December 31, 2022, with respect to the
above pending litigation, the management believes that
the obligations arising from the final ruling will not have
a material adverse impact on the financial position and

operating results of the Group.
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IV. MAJOR EVENTS

(I). Connected Transactions

1. Continuing Connected Transactions
Provision of Investment Management Services by
Sunshine AMC to the Group

Principal terms

On November 21, 2022, the Group entered into
an entrusted investment management services
framework agreement with Sunshine AMC (the
“Entrusted Management
Framework Agreement”), which is effective from the
Listing Date to December 31, 2024. Pursuant to the
Entrusted Investment Management Services Framework
Agreement, the Group entrusted Sunshine AMC to
manage part of our investment assets. Sunshine AMC
shall manage the entrusted assets in accordance with the
Entrusted Investment Management Services Framework
Agreement, specific entrusted investment management
services agreements, laws, regulations,
regulatory requirements as well as the investment
guidelines formulated by the Group, and the Group
shall pay investment management fees, consulting
service fees and other service fees to Sunshine AMC.

Investment Services

relevant

Pursuant to the Entrusted Investment Management
Services Framework Agreement, Sunshine AMC shall
provide investment management and investment
advisory services to the Group in connection with
traditional financial products (such as stocks, funds and
bonds traded in the secondary markets) and alternative
investments (such as direct equity investments, real
estate investments and investments in private equity
funds).

Connected persons

Sunshine AMC is our non-wholly owned subsidiary
and pursuant to Rule 14A.16(1) of the Hong Kong
Listing Rules, a connected subsidiary of the Company,
and therefore constitutes a connected person of the
Company. As a result, the transactions under the
Entrusted Investment Management Services Framework
Agreement constitute our continuing connected
transactions under Chapter 14A of the Hong Kong
Listing Rules.

Reasons for the Transactions

Sunshine AMC has been providing investment
management services to the Group since April 2013.
Sunshine AMC offers investment management services
that are highly recognized by the market and possesses
the experience and expertise in asset management
with sound investment management skills. Given that
Sunshine AMC has a profound understanding of the
Group's business, it is in the best interests of the Group
and its Shareholders as a whole to continue such
transaction to leverage Sunshine AMC’s advantage to
promote the Group’s investment business development
and to provide better investment returns for our
Shareholders.

51

SN LNOoav

=
>
=
> 5
ZI'I'I
52
>

§5
=9
<wn
v
wC
wn
]
(@)
=

iANTVA d3aa3iding

IDNVNYIAO0D I1VHOdH0D

SYIHLO ANV SLNINILYLS TYIDNYNI



52 MANAGEMENT DISCUSSION AND ANALYSIS

MANAGEMENT DISCUSSION AND ANALYSIS

Pricing policy

For traditional financial products, the Group will
pay investment management fees (including base
management fee and performance-based management
fee) and other relevant service fees to Sunshine AMC.
The base management fee is calculated by multiplying
the net asset value of the entrusted assets by the fixed
management fee rate (0.4% per annum for equity
assets and 0.1% per annum for fixed-income assets)
and shall be paid monthly, whereas the performance-
based management fee equals to 10% or 15% of the
return exceeding the performance benchmarks for each
type of assets and is normally determined at the year
end. Sunshine AMC may subscribe financial products
managed by itself with the entrusted assets of the
Group, for which Sunshine AMC will charge service
fee with reference to the above-mentioned fee rates.

For alternative investments, the Group will pay
consulting service fees (including base service fee and
performance-based service fee) to Sunshine AMC.
The base service fee is calculated by multiplying the
investment principal of each project by the base fee
rate of each type of project as agreed under specific
transaction agreements, with the highest fee rate not
exceeding 1% per annum of the investment principal;
whereas the performance-based service fee is charged
based on the actual contribution of consulting services
provided by Sunshine AMC, which in principle shall
not exceed 20% of the net return from our alternative
investment portfolio under which Sunshine AMC
provides services and is normally determined at the year
end. The Group shall only pay such performance-based
service fees to Sunshine AMC when the return rate of
the alternative investment portfolio is higher than the
benchmark return rate as agreed between the Group
and Sunshine AMC.
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The pricing of the investment management services
is determined by both parties after arm’s-length
negotiations with reference to the Group’s business
needs for such investment management services.
The fee rates charged by Sunshine AMC under the
Entrusted Investment Management Services Framework
Agreement are no less favorable to the Group compared
to the fee rates typically charged by Sunshine AMC
against its other Independent Third Parties customers
for similar business, as well as the fee rates paid by the
Group to Independent Third Parties asset managers for
similar business.

For the year ended December 31

Annual Caps and Transaction Amounts

For the three years ended December 31, 2024, the
annual caps of the fees for investment management
services to be paid by the Group to Sunshine AMC are
expected to be as follows:

(RMB million)

2023 2024

Fees cap for investment management services expected

to be paid by the Group to Sunshine AMC

946 1,111 1,258

For the year ended December 31, 2022, the fees for
investment management services paid by the Group
to Sunshine AMC were RMB821 million actually in
aggregate.

Confirmation from independent non-executive directors
and auditor of the Company

In respect of the above continuing connected
transactions, the Company confirms that it has
complied with the requirements of Chapter 14A of
the Listing Rules as amended from time to time. The
independent non-executive directors of the Company

have reviewed and confirmed that the continuing
connected transactions as set out above have been and
will continue to be conducted in the ordinary and usual
course of business of the Company under agreements
relating to the continuing connected transactions, be
entered into on ordinary commercial terms (as defined
in the Listing Rules), and are fair and reasonable; and
are conducted on the terms of the relevant transaction
agreements and are in the interests of the Company and
the Shareholders as a whole, and the proposed annual
caps for such transactions are fair and reasonable and
in the interests of the Company and the Shareholders
as a whole.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Board of Directors of the Company has received
a confirmation letter from the Company’s auditor in
respect of the continuing connected transactions as set
out above, and based on the work performed by it, the
auditor drew the following conclusions on the disclosed
continuing connected transactions (among others):

a. nothing has come to the auditor’s attention that
causes the auditor to believe that the disclosed
continuing connected transactions have not been
approved by the Company’s Board of Directors.

b. for transactions involving the provision of goods
or services by the Company, nothing has come
to the auditor’s attention that causes the auditor
to believe that the transactions were not, in all
material respects, in accordance with the pricing
policies of the Company.

¢.  nothing has come to the auditor’s attention that
causes the auditor to believe that the transactions
were not entered into, in all material respects,
in accordance with the relevant agreements
governing such transactions.

d. with respect to the aggregate amount of each
of the continuing connected transactions set out
in the attached table, nothing has come to the
auditor’s attention that causes the auditor to
believe that the disclosed continuing connected
transactions have exceeded the annual cap as set
by the Company.

2. Confirmation for
Transactions
Details of the Group’s related party transactions are set
out in the consolidated financial statements and Note
47. Save for the connected transactions and continuing
connected transactions disclosed in this report, there are
no related party transactions that constitute connected
transactions or continuing connected transactions
that are required to be announced or approved by
independent shareholders under Chapter 14A of the
Listing Rules. The Company has complied with the
disclosure requirements under Chapter 14A of the
Listing Rules in respect of the connected transactions
and continuing connected transactions of the Company.

Related Party

(ll) Material Contracts and Their
Implementation

Investment is one of the core business activities of
the Company. The Company mainly adopts the model
of entrusted investment management. Sunshine AMC
as the manager within the Sunshine Insurance are
entrusted to manage most of the investment assets. The
Company also cooperates with professional investment
management institutions such as fund companies as
external managers to complete the diversified pattern
of entrusted investment management. The Company
sets different investment strategies and performance
benchmarks through different account liability attributes
and risk-return characteristics of broad asset class
to enhance the stability of returns while reasonably
diversifying investment risks. Under the entrusted
investment management contracts entered into with
Sunshine AMC, the Company guides and supervises
investment managers’ investment behaviors through
investment guidelines, dynamic tracking, performance
evaluation and other measures, and adopts targeted risk
management measures according to the characteristics
of different investment assets.
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During the Reporting Period, except as otherwise
disclosed in this report, there were no other material
contractual matters required to be disclosed by the
Company.

(lll) Performance of Commitments

The Company complies with the undertakings made
in the Prospectus. On March 16, 2023, the Board
considered and approved the proposed conversion of
not less than 600,000,000 domestic unlisted shares and
not more than 3,000,000,000 domestic unlisted shares
of the Company into H Shares of the Company. Subject
to obtaining all relevant approvals and filings (including
approvals from the regulatory authorities of the
insurance industry, filings with the CSRC and approvals
from the Hong Kong Stock Exchange) and compliance
with all applicable laws, rules and regulations, such
Domestic Shares will be converted into H Shares and
we will apply to the Hong Kong Stock Exchange for the
listing of, and permission to deal in, such H Shares on
the Main Board. According to the Articles of Association,
the conversion and listing shall be approved by a
special resolution at the
general meeting of the
Company. In case where
the
approval

aforementioned
from
shareholders’ meeting
is not obtained, the
Company will re- |
convene ashareholders’
meeting every three
months thereafter to
seek relevant approval

from its shareholders.

(IV) Material Litigation and Arbitration
During the Reporting Period, the Company had no

material litigation or arbitration.

(V) Major Acquisition and Investment
During the Reporting Period, the Company had no

major acquisition or investment.

(VI) Use of Proceeds

The shares of the Company were listed and traded
on the Main Board of the Hong Kong Stock Exchange
on December 9, 2022 with gross proceeds of
approximately HK$6,705 million from the IPO. As of
the Latest Practicable Date, the Company has used
approximately HK$247 million out of the proceeds
from the IPO to pay underwriting commissions and
estimated expenses payable by us in relation to the
IPO. The unused proceeds will be used by the Company

to strengthen our capital base to support the ongoing

growth of our business as committed in the Prospectus.
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MANAGEMENT DISCUSSION AND ANALYSIS

V. PROSPECTS

(1) Market Environment

In the long run, as one of the most important growth
engines in the global insurance market, China’s insurance
density and insurance penetration are lower than those
of the global average, and the overall coverage and
protection degree are still at a low level, with great
room for improvement. Driven by the overall economic
improvement, residents’ wealth accumulation, aging
population and other factors, China’s insurance market

still has great potential for growth.

At present, China’s development has entered a period
where strategic opportunities and risks and challenges
coexist, and where uncertain factors are increasing.
In 2022, the domestic economy was facing greater
downward pressure, the development of the insurance
industry was under pressure, and the transformation
had entered a critical period due to the impact of
international geopolitical conflicts, repeated epidemics
and weak domestic demand. As the 20th National
Congress of CPC was successfully held, an all-round
layout of Chinese path to modernization had been
implemented, and high-quality development has become
our main task. Looking forward to 2023, as the epidemic
enters a new stage, domestic demand is activated,
the economy recovers and confidence is boosted, the
fundamentals is obviously enjoying a positive trend,
and the in-depth reform and transformation of the
insurance industry is expected to usher in an upward

turning point.

(ll) Development Outlook

Our mission is still to “bring more sunshine to
people”. We are dedicated to “becoming the leading
professional insurance service provider for families,
as well as the trusted risk management partner for
enterprises”. We have been focusing on the core
business of insurance and the value-based business
development in the bancassurance channel, reinforced
technology empowerment and combination of medical
treatment and endowment, and continuously enhanced
the ability to create value, so as to maintain steady and
sustainable business development. We implemented the
development requirements of “striving for quality and
seeking further progress based on quality”. We solidly
promoted the “Matrix” plan and the “Partnership”
action. In terms of life insurance, we will steadily improve
the agency force base, optimize the team structure,
continue to maintain the advantages of bancassurance,
and at the same time explore a new “blue ocean of
value”; based on the needs of customers in the whole
life cycle, we realized the matching of differentiated
products and services, and built the empowerment and
support capabilities of data technology in the fields of
marketing, service, risk control and operation. In terms
of property insurance, based on the improvement of
risk identification and product pricing capabilities, we
will continue to deepen the construction of automobile
insurance and non-automobile insurance life tables,
deeply understand customer needs, do a good job in
risk reduction management, strengthen technological
innovation empowerment, and accelerate the cultivation
of core competitiveness. In terms of investment sector,
we will adhere to the long-term investment strategy and
the principle of asset-liability matching, systematically
plan asset allocation strategies for major categories, and
build a portfolio that matches the demand for liabilities

and can deliver long-term stable returns.
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EMBEDDED VALUE REPORT

I. BACKGROUND

In order to provide investors with an additional tool to understand the Company’s economic value and business

SN LNOoav

results, we have prepared the results of embedded value and value of new business in accordance with the “CAA
Standards of Actuarial Practice: Appraisal of Embedded Value” issued by the China Association of Actuaries in
November 2016 (“CAA [2016] No. 36") (thereafter referred to as “Appraisal of Embedded Value” standards).
We have engaged Towers Watson Management Consulting (Shenzhen) Co. Ltd. Beijing Branch to review the
reasonableness of the valuation methodology, the valuation assumptions as well as the valuation results of
embedded value and value of new business of the Company as of December 31, 2022.

The embedded value is an actuarial estimation of the economic value of an insurance company based on a set
of assumptions for future. It does not include any value attributed by future new business sales. The embedded
value of the Group is defined as the sum of:
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e The adjusted net worth of Sunshine Insurance Group; and

e Sunshine Insurance Group’s share in Sunshine Life’s value of in-force business after cost of capital.

The adjusted net worth of Sunshine Insurance Group is defined as the Group’s net asset value based on the
China Accounting Standards, inclusive of net-of-tax adjustments of the book value of certain assets to market
value, together with net-of-tax adjustments for differences between policy liabilities under China Accounting
Standards and policy liabilities under “Appraisal of Embedded Value” standards.
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Sunshine Life's value of in-force business and value of one year’s new business is defined as the present value

of projected after-tax distributable interest emerging in the future from the existing business as at the valuation
date, and from the sales in the 12 months to the valuation date. The distributable interest is determined based
on policy liabilities and required capital valued under “Appraisal of Embedded Value” standards.

Sunshine Life uses the traditional deterministic discounted cash flow methodology for determining its value
of in-force business and value of one year’s new business. This methodology makes implicit allowance for the
cost of investment guarantees and policyholder options, asset and liability mismatch risk, credit risk, the risk of

IDNVNYIAO0D I1VHOdH0D

operating experience fluctuation, and for the economic cost of capital through the use of risk discount rates.

There are uncertainties in the assumptions applied when calculating the embedded value and the value of
one year's new business, and the results may change significantly as the key assumptions change. The actual
experience in the future may be different from the assumptions shown in this report, thus investors should use
it carefully when making any investment decisions.

Please note that the values in some of the tables in this report may not be additive due to rounding.
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EMBEDDED VALUE REPORT

Il. KEY ASSUMPTIONS

This section summarizes the key assumptions used in determining the value of embedded value and value of one
year’s new business as of December 31, 2022. These assumptions have been made on a going concern basis
under the current economic and regulatory environment, and based on the Company’s own experience in recent
years, expectation of current and future experience, and the overall knowledge of the Chinese insurance market.

1. Risk Discount Rate

The risk discount rate used to calculate the value of in-force business and the value of new business of Sunshine
Life is 11%.

2. Investment Returns
Investment return assumptions of Sunshine Life’'s major business accounts are set as 5.0%, and that of
Bancassurance Participating Single Premium account and Bancassurance Universal Life Single Premium account

are set as 5.7%, which will remain unchanged in subsequent years.

3. Mortality
Mortality assumptions have been developed based on the China Life Insurance Mortality Table (2010-2013),
considering Sunshine Life’s past mortality experience, expectation of current and future experience, and the

overall knowledge of the Chinese insurance market.

4. Morbidity

Morbidity assumptions have been developed based on China Life Insurance Critical lliness Table (2020) or
Sunshine Life’s pricing tables, considering Sunshine Life's past morbidity experience, expectation of current and
future experience, and the overall knowledge of the Chinese insurance market. The trend of long-term morbidity
deterioration has been taken into consideration.

5. Lapse and Surrender Rates

Lapse and surrender rates have been developed based on Sunshine Life's past lapse and surrender experience,
expectation of current and future experience, and the overall knowledge of the Chinese insurance market. The
assumptions vary by product type, premium payment mode and distribution channel.

6. Expenses
Expense assumptions are classified into two categories: the acquisition expense assumption and the maintenance
expense assumption. Both are set based on unit cost, reflecting the expense analysis results and best estimates

of future expenses. Inflation rate assumption of 3% per annum has also been applied.

7. Commission and Handling Fees
The assumed level of commission and commission override, as well as handling fees, have been set consistently

with the actual level being paid.
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8. Policyholder Dividends §

Policyholder dividends have been derived in accordance with Participating account’s historical operational S

experience, expected future returns and policyholders’ reasonable expectations, as well as to ensure that no less =

than 70% of distributable earnings arising from Participating business are paid to policyholders.

9. Tax Rate

Corporate tax rate is assumed to be 25%. The tax exemption assumption relating to investment return is based

on the allocation of tax-exempted assets at present and expected in the future. E
=

I1l. RESULTS OF EMBEDDED VALUE AND VALUE OF NEW BUSINESS ’ég

The tables below show the embedded value of Sunshine Insurance Group, the embedded value and value of ;%

one year’s new business of Sunshine Life as of December 31, 2022 (in RMB million): Eg

1. Embedded value §

Valuation Date D1To =iy lesl g il December 31, 2021

m
The adjusted net worth of Sunshine Insurance Group 70,807 65,861 E
The adjusted net worth of Sunshine Life 45,447 44,841 §
Sunshine Life's value of in-force business before cost of capital 38,164 33,769 L
Cost of capital (7,697) (5,855) >
Sunshine Life's value of in-force business after cost of capital 30,466 27,914 E
Embedded value of Sunshine Insurance Group 101,273 93,776
Embedded value of Sunshine Life 75,913 72,755

()

o

- %

2. Value of one year’s new business Q
>

Valuation Date 1Tl lei g il December 31, 2021 =
[}

Sunshine Life's value of one year’s new business before cost of capital 5,265 5,218 f<:
Cost of capital (2,247) (2,204) %
Sunshine Life's value of one year's new business after cost of capital 3,018 3,015 E

3. Value of one year’s new business from main channels

Valuation Date L e gk il December 31, 2021

Total of Sunshine Life 3,018 3,015
Of which: Individual insurance agent channel 1,152 1,433
Bancassurance channel 1,797 1,497

SYIHLO ANV SINIINALYLS TYIDNYNI
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IV. ANALYSIS OF EMBEDDED VALUE MOVEMENT

The table below shows the change in the embedded value of Sunshine Insurance Group from December 31,
2021 to December 31, 2022 (in RMB million):

Items Amount
1. Embedded value of Sunshine Life at beginning of period 72,755
2. Impact of new business 3,018
3. Expected return 5,318
4. Investment experience variance (4,295)
5. Other experience variance 98
6. Methodology, Model and Assumptions change 283
7. Diversification effects 756
8. Capital injection/shareholder dividend (2,018)
9. Others )
10. Embedded value of Sunshine Life at end of period 75,913
11. Adjusted net worth of the Group’s other business at end of period 26,639
12. Adjustment for minority shareholders’ interest (1,279)
13. Embedded value of Sunshine Insurance Group at end of period 101,273

Notes:  Items of change are explained below

ltem 2. Reflects the value of new business in the relevant period.

ltem 3. Expected return earned on adjusted net worth, value of in-force business and value of new business in the relevant period.
ltem 4. Reflects the difference between actual and expected investment returns in the relevant period.

ltem 5. Reflects the difference between actual operating experience in the relevant period and the assumptions at beginning of period.
Item 6. Reflects changes of methodology, model and assumptions between valuation dates.

ltem 7. Reflects changes in diversification benefits on cost of capital from new business and different business mix.

ltem 8. Capital injection for Sunshine Life and dividend to shareholders.

ltem 9. Other miscellaneous items.

ltem 12. Relevant adjustment for minority shareholders’ interest of the Group.
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V. SENSITIVITY TESTS %
We have conducted sensitivity tests on the value of in-force business and value of one year’s new business of S
Sunshine Life as of December 31, 2022 under alternative assumptions. In each of these tests, only the assumption &
referred to is changed, while all other assumptions remain unchanged. The table below shows the results of
sensitivity tests (in RMB million):
Sunshine Life's Sunshine Life's
value of in-force value of one year’s E
business after new business after S
Scenario cost of capital cost of capital %g
Base Scenario 30,466 3,018 :z:%
Risk discount rate increased by 50 base points 29,088 2,771 Eg
Risk discount rate decreased by 50 base points 31,963 3,287 ‘7’5
Investment returns increased by 50 base points 38,328 4,557 =
Investment returns decreased by 50 base points 22,565 1,472 -
Mortality increased by 10% (i.e. 110% of Base) 30,089 2,967 E
Mortality decreased by 10% (i.e. 90% of Base) 30,850 3,071 g
Morbidity increased by 10% (i.e. 110% of Base) 29,653 2,981 E
Morbidity decreased by 10% (i.e. 90% of Base) 31,291 3,055 §
Lapse and surrender rates increased by 10% (i.e. 110% of Base) 30,120 2,918 p
Lapse and surrender rates decreased by 10% (i.e. 90% of Base) 30,817 3,121 =
Expenses assumptions increased by 10% (i.e. 110% of Base) 30,104 2,696
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INDEPENDENT ACTUARIAL REVIEW OPINION ON EMBEDDED VALUE

To: Sunshine Insurance Group Company Limited
Board of Directors

Towers Watson Management Consulting (Shenzhen) Co. Ltd Beijing Branch (“Willis Towers Watson” or “we")
has been engaged by Sunshine Insurance Group Company Limited (“Sunshine Insurance Group”) to review the

embedded value information of Sunshine Insurance Group as of December 31, 2022.

This review opinion is addressed solely to Sunshine Insurance Group in accordance with the terms of our
engagement letter, and sets out the scope of our work and our conclusions. To the fullest extent permitted by
applicable law, we do not accept or assume any responsibility, duty of care or liability to anyone other than
Sunshine Insurance Group for or in connection with our review work, the opinions we have formed, or for any
statement set forth in this report.

Scope of work
Our scope of work comprised:

e A review of the methodology used to develop the embedded value of Sunshine Insurance Group and the
value of one year’s sales of Sunshine Life Insurance Corporation Limited (“Sunshine Life”) as of December 31,
2022, in the light of the requirements of the “CAA Standards of Actuarial Practice: Appraisal of Embedded
Value” issued by the China Association of Actuaries (“CAA");

e A review of the economic and operating assumptions used to develop the embedded value of Sunshine
Insurance Group and the value of one year's sales of Sunshine Life as of December 31, 2022;

e Areview of the results of Sunshine Insurance Group and Sunshine Life’s calculation of the embedded value
of Sunshine Insurance Group, the value of one year’s sales of Sunshine Life, the results of the analysis of
movement of embedded value of Sunshine Insurance Group, and the sensitivity results of the value of in-
force business and value of one year’s sales of Sunshine Life.
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Opinion
As a result of our review of the embedded value of Sunshine Insurance Group and the value of one year’s sales

of Sunshine Life as of December 31, 2022 prepared by Sunshine Insurance Group, we have concluded that:

e The methodology used is consistent with a traditional deterministic discounted cash flow approach, and
is consistent with the requirements of the “CAA Standards of Actuarial Practice: Appraisal of Embedded
Value” issued by the CAA;

e  The operating assumptions have been set with appropriate regard to past, current and expected future
experience;

e The economic assumptions have been set with regard to current market information.

We have performed reasonableness checks and analysis of the embedded value of Sunshine Insurance Group
and value of one year's sales of Sunshine Life as of December 31, 2022, and we have concluded that these
results have been determined in a manner consistent with the methodology and assumptions described in the
Embedded Value Section of Sunshine Insurance Group’s 2022 annual report and that the aggregate results are
reasonable in this context.

We confirm that the results shown in the Embedded Value section of Sunshine Insurance Group’s 2022 annual
report are consistent with those reviewed by Willis Towers Watson.

In carrying out our review, we have relied on the accuracy of audited and unaudited data and information

provided by Sunshine Insurance Group and Sunshine Life.

For and on behalf of Willis Towers Watson

Lingde Hong rsa, cca

March 29, 2023
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DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

OVERVIEW OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
Directors

Month and Date of
Name year of birth Position appointment
ZHANG Weigong (SR#E2]) December 1963 Executive Director, chairman of the Board August 2007
ZHAO Zongren (#R1) February 1956 Executive Director, vice chairman of the Board July 2013
Ll Ke (ZF}) September 1964  Executive Director September 2012
PENG Jihai (25 /8) March 1970 Executive Director August 2015
WANG Yongwen (F:kX) April 1963 Executive Director December 2020
WANG Jingwei (£ R 1%) September 1978 Non-executive Director December 2018
YUAN Mouzhen (RRE) August 1964 Non-executive Director December 2020
MA Guangyuan (5% &) March 1972 Independent non-executive Director December 2016
LIU Zhanging (RI/E8) June 1965 Independent non-executive Director December 2018
WANG Jianxin (E#37) April 1973 Independent non-executive Director August 2017
GAO Bin (&8) October 1962 Independent non-executive Director May 2018
JIA Ning (EE) May 1980 Independent non-executive Director November 2021

Note: 1. For details of Directors’ positions in the special committee under the Board, please refer to the section headed “Corporate
Governance Report” in this annual report.

Supervisors
Month and Date of
Name year of birth Position appointment
ZHUANG Liang (i R) July 1963 Employee Supervisor, chairman of the Board of December 2020
Supervisor
ZHANG Di (3R ) February 1984 Shareholder Supervisor June 2022

WANG Zhe (£ %) November 1981 External Supervisor November 2021




Senior Management

Name

Month and
year of birth

Sunshine Insurance Group Company Limited | 2022 Annual Report

Position

Date of
appointment

ZHANG Weigong (3R#:11)
LI Ke (R}
PENG Jihai (&%)

WANG Yongwen (FkX)
NING Shoubo (&)
XIA Fangchen (% &)

Ll Wei (&)

NIE Rui (F&3K)

GAO Yongmei (77K 1§)
LIU Yingchun (B3 %)
DONG Yinggiu (EiFA)
WANG Zhenling (E &%)
YANG Xueli (15212)

December 1963
September 1964
March 1970

April 1963

July 1963

March 1965
May 1973

June 1968
September 1969
April 1969

April 1975
September 1976
June 1975

Chief executive officer
Joint chief executive officer, General manager
Joint chief executive officer,
Deputy general manager, chief financial officer,
head of investment and chief investment officer
Deputy general manager, chief auditor
Deputy general manager
Deputy general manager
Assistant to general manager
Chief compliance officer, chief risk officer
Assistant to general manager
Assistant to general manager
Secretary to the Board
Assistant to general manager

Assistant to general manager

August 2007
June 2011
January 2010

November 2010
May 2014

July 2016

July 2016

May 2014

July 2021

May 2022
December 2020
July 2021
February 2022
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DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

BIOGRAPHIES OF DIRECTORS,
SUPERVISORS, SENIOR
MANAGEMENT AND JOINT
COMPANY SECRETARIES

Directors

Executive Directors

Mr. ZHANG Weigong (5£#17) is the founder,
chairman of the Board, executive Director and chief
executive officer of our Company.

Mr. Zhang has served as the chairman and an executive
Director of our Company since August 2007 and as the
chief executive officer of our Company since March
2013. He has served as the chairman of Sunshine AMC
since January 2015. Mr. Zhang served as the general
manager of our Company from August 2007 to March
2013 and successively served as the chairman and
general manager of Sunshine Life from November 2007
to June 2015, successively served as the chairman and
general manager of Sunshine P&C from July 2005 to
March 2014. He resigned and started his own business
from May 2004 to December 2004, and was the head
of the founding group of Sunshine P&C from December
2004 to July 2005. Before founding the Company, Mr.
Zhang served as the secretary of the Party Committee
and director of the Guangdong Bureau of the CIRC (7
Bl{RES BEREE [H) and assumed other positions from
September 2003 to May 2004, successively as secretary
of the Party Committee and head of the Nanjing
Special Commissioner’s Office of CIRC (FFEI{RES B
FA4FIR Bt ER) from September 2000 to September
2003 and deputy general manager of the People’s
Insurance Company of China (B A RRE2 2 7)) (now
known as the People’s Insurance Company (Group)
of China Limited, a company listed on the Shanghai
Stock Exchange (Stock Code: 601319) and the Hong
Kong Stock Exchange (Stock Code: 01339)) (“PICC"),
Shandong Branch from July 1999 to September 2000.
Before July 1999, Mr. Zhang served as manager and

secretary of the Party Committee of PICC, Weifang
Branch. Mr. Zhang obtained an EMBA from Tsinghua
University (B2 K2 in Beijing, the PRC in January
2016.

Mr. ZHAO Zongren (#°<1°) is the vice chairman of
the Board and an executive Director of our Company.

Mr. Zhao has served as the vice chairman of our Company
since November 2016 and an executive Director of our
Company since July 2013. He served as the director of
the Labor Union of the Company from December 2009
to May 2020, the chief Supervisor of the Company from
April 2009 to May 2011, and the assistant to general
manager of the Company from August 2007 to April
2009. Mr. Zhao has been a non-executive director of
Huishang Bank Corporation Limited (a company listed
on the Hong Kong Stock Exchange (Stock Code: 03698))
since October 2014. Prior to joining the Company,
Mr. Zhao served as the director and secretary of the
Party Committee of China Cinda Asset Management
Corporation (FE{EEEEEIEAR]) (now known as
China Cinda Asset Management Co., Ltd. (FEI{ZEE&
EEIEIMDBERAF]), a company listed on the Hong
Kong Stock Exchange (Stock Code: 01359)) (“China
Cinda”), Nanning Office from July 2005 to August
2007, the deputy director, member of Party Committee
and secretary of the Disciplinary Committee of China
Cinda, Jinan Office from November 1999 to February
2005, the director of the Capital Planning Department
as well as the director of the Planning and Finance
Department of China Construction Bank (/P Bl 2% $R1T)
(now known as China Construction Bank Corporation
(PRI IRITAR D B MR A F]), a company listed on the
Shanghai Stock Exchange (Stock Code: 601939) and
the Hong Kong Stock Exchange (Stock Code: 00939)),
Shandong Branch from June 1996 to November 1999,
and vice president of China Construction Bank, Jining
Branch from August 1991 to June 1996. Mr. Zhao
obtained a Master’s Degree in National Economics from
Dongbei University of Finance & Economics (BRAEEAL
A£2) in Liaoning Province, the PRC in April 2002.
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Mr. LI Ke (Z=%}) is an executive Director, joint chief
executive officer and the general manager of our
Company.

Mr. Li has served as joint chief executive officer of
the Company since March 2023, the chairman of
Sunshine P&C since October 2015, the chairman of
Sunshine Life since June 2015, the general manager
of the Company since March 2013 and an executive
Director of the Company since September 2012. Mr. Li
served as the deputy general manager of the Company
from June 2011 to March 2013, the vice chairman of
Sunshine P&C from September 2009 to October 2015
and successively as a member of founding group of
Sunshine P&C and the deputy general manager of
Sunshine P&C from January 2005 to January 2012. Prior
to joining the Company, Mr. Li joined PICC Property
and Casualty Company Limited (a company listed on
the Hong Kong Stock Exchange (Stock Code: 02328))
("PICC Property & Casualty”), Shandong Branch in
July 1984 and served as the branch’s deputy general
manager. Mr. Li obtained a Bachelor’'s Degree in
Tractor Automobile Repair from Shandong Institute of
Agricultural Mechanization (1L 5 2 £ ##/L 257) (now
known as Shandong University of Technology (L Z2
T K£)) in Shandong Province, the PRC in July 1984,
and obtained an EMBA from Tsinghua University in
Beijing, the PRC in January 2010.

Mr. PENG Jihai (25 8) is an executive Director,
joint chief executive officer, deputy general manager,
chief financial officer, head of investment and chief
investment officer of our Company.

Mr. Peng has served as joint chief executive officer
of the Company since March 2023, the chairman
of Sunshine Surety since May 2021, and the chief
investment officer of the Company since October
2020, the general manager of Sunshine AMC since
October 2019, an executive Director of the Company
since August 2015, a deputy general manager of the
Company since May 2014 and chief financial officer
of our Company since January 2010. He was the
general manager of the Finance Department of the
Company from April 2008 to October 2018. Prior to
joining the Company, Mr. Peng joined ING Capital
Life Insurance Company Limited (H&IZ T ASREBE

FE 2 a]) in June 2003 and served as its chief financial
officer, and he served as the deputy general manager
of Jingfang Investment Management Company under
Beijing Capital Group JtRERIEERMIREEER
Al) from April 1995 to May 2003. Mr. Peng obtained
a Bachelor’s Degree in Agricultural Finance and Credit
Specialization from the Central Institute of Finance and
Banking (FREBEREFT) (now known as Central
University of Finance and Economics (AP R BF 48 K &) in
Beijing, the PRC in June 1993, a postgraduate diploma
in Monetary Banking from the Graduate School of
Chinese Academy of Social Sciences (#F Bt & Fl £
W7 &£B7) in Beijing, the PRC in November 1998, and
an EMBA from Tsinghua University in Beijing, the PRC
in January 2017. Mr. Peng has become a member of
the Chinese Institute of Certified Public Accountants (

PR stAI i E) in March 2002.

Mr. WANG Yongwen (FT7kX) is an executive
Director, deputy general manager and chief auditor
of our Company.

Mr. Wang has served as an executive Director of
the Company since December 2020, deputy general
manager of the Company since August 2019 and chief
auditor of the Company since November 2010. Mr.
Wang was successively the temporary principal and
the general manager of Sunshine P&C from July 2013
to June 2016, the assistant to general manager of the
Company from September 2012 to August 2019 and
the auditing director of the Company from August
2010 to December 2010. He successively served as
the assistant to general manager and deputy general
manager of Sunshine P&C and assumed other positions
from February 2007 to January 2010, successively as
a member of the founding group and the general
manager of Sunshine P&C, Henan Branch from August
2005 to February 2007. Prior to joining the Company,
Mr. Wang successively served as the deputy manager
of PICC, Nanyang Branch, the general manager of
PICC, Shanggiu Branch, the general manager of PICC
Property & Casualty, Nanyang Branch, and the assistant
to general manager of PICC Property & Casualty, Henan
Branch from April 1997 to August 2005. Mr. Wang
obtained a Bachelor’'s Degree in Mathematics from
Henan Normal University (AIFEN#EIAZE) in Henan
Province, the PRC in July 1983.
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DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

Non-executive Directors
Mr. WANG lJingwei (TR{&) is a non-executive
Director of our Company.

Mr.Wang has served as a non-executive Director of the
Company since December 2018 and a senior consultant
of Ruiteng Yihong since July 2018. He has successively
served as an assistant to the Dean of PBC School of
Finance and the director of Finance EMBA and Executive
Education Centre of Tsinghua University from June 2012
to June 2019. He served as an independent director of
China Fortune Land Development Co., Ltd. ((EE=1g
EERHB AR A]) (a company listed on the Shanghai
Stock Exchange (Stock Code: 600340)) from December
2017 to May 2020, and has served as an independent
director of Xinjiang Haoyuan Natural Gas Co., Ltd. (¥7
BERAATRMBERAT]) (a company listed on the
Shenzhen Stock Exchange (Stock Code: 002700)) from
September 2016 to May 2019, and was the director
of the Marketing Division, the EMBA Education Centre
of School of Economics and Management, Tsinghua
University from October 2003 to May 2012. Mr. Wang
obtained a Bachelor’s Degree in Enterprise Management
from Nankai University in Tianjin, the PRC in June
2001, and obtained a Master’s Degree in Business
Administration from the Chinese University of Hong

Kong in Hong Kong in December 2010.

Mr. YUAN Mouzhen (=& #) is a non-executive

Director of our Company.

Mr. Yuan has served as a non-executive Director of
the Company since December 2020. He has been a
deputy general manager of the Capital and Finance

Department of Sinopec Group since December 2019,

deputy director of the Capital Operation Department of
Sinopec Group and deputy general manager of Sinopec
Group Asset Management Co., Ltd. (FEIG{LEEE & E
L E B AR A A]) from November 2015 to December
2019, served as director and assumed other positions
of the First Property Rights Division of the Property
Rights Management Bureau of the State-owned Assets
Supervision and Administration Commission of the
State Council (BB EEEEERLZEGERTE
12 BEM—ER) from March 2003 to July 2014, deputy
inspector of the Property Rights Management Bureau of
the State-owned Assets Supervision and Administration
Commission of the State Council (Bt A & E &
EHMLECEMEEIER) from July 2014 to November
2015, deputy director of the Property Rights Registration
Division of the State-owned Capital Basic Management
Department (FIEEASEREE R ERLERE) and
Regulation Division (#|/Z &) and the General Division
(#RE ) of the Enterprise Department (&2 7)) of the
Ministry of Finance from July 1998 to March 2003,
chief officer and deputy director of the Enterprise
Department (/&% &]) and Property Rights Registration
Division of the Property Rights Department (ZE# &) &
HEE D ER) of the State Administration of State-owned
Assets (IREIBEEEEIEMF) from September 1992
to July 1998. From July 1986 to September 1992, he
served as an assistant engineer and economist of the
Bureau of Electrification Engineering of the Ministry
of Railways (EEZHER(L TIZ/D). Mr. Yuan obtained
a Bachelor’'s Degree in Transport Economics from
Northern Jiaotong University (It77BAE) (now
known as Beijing Jiaotong University (1t 32 i@ K £2))
in Beijing, the PRC in July 1986, and obtained a Master’s
Degree in Technical Economy from Northern Jiaotong
University in April 1998.
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Independent Non-executive Directors
Mr. MA Guangyuan (55 %3&) is an independent non-
executive Director of our Company.

Mr. Ma has served as an independent non-executive
Director of the Company since December 2016. Mr.
Ma has served as a director for Beijing Science and
Technology Park Construction (Group) Co., Ltd. (dt
SR EERGEE)RD AR AR since November
2017, and an independent director for Sany Heavy
Industry Co., Ltd. (Z—E LM BBR2A 7)) (a company
listed on the Shanghai Stock Exchange (Stock Code:
600031)) from September 2017 to April 2022. Mr. Ma
was engaged in research of economics and published
a number of articles in macro-economics, corporate
merger, private economy and other areas. Mr. Ma
obtained a Doctorate Degree in National Economics
from the China Academy of Social Sciences (f Bt &
RBIEBT) in Beijing, the PRC in June 2011. Mr. Ma was
granted the qualification of lawyer by the Ministry of
Justice of the PRC (B &;%%f) in May 1999.

Mr. LIU Zhanqing (2//#)8) is an independent non-
executive Director of our Company.

Mr. Liu has served as an independent non-executive
Director of the Company since December 2018 and
as a founding partner and managing partner of QZJ
Investments and Management Center, L.P. (dt5/5
FHEIEEERFRL(BERAER)) since September 2017.
Mr. Liu served as a non-executive director of Lamtex
Holdings Ltd. (PR32 A R 2 F]) (@ company formerly
listed on the Hong Kong Stock Exchange (Stock Code:
01041) and delisted on April 22, 2022) from September
2017 to March 2020, the deputy general manager of
China National Agricultural Development Group Co.,
Ltd. (B R %2R £ E GR A F]) from December 2014
to October 2016. He joined China National Fisheries
Corp. (FBIZKE LA F]) (now known as China National

Fisheries Co., Ltd. (FBIZKEBRAF])) in July 1986,
and successively served as the deputy general manager,
general manager and the chairman of the board of
directors from March 2003 to May 2015. Mr. Liu
obtained a Master’s Degree in Business Administration
from the China Europe International Business School (
AR ENEER TR 22 0%) in Shanghai, the PRC in September
2008.

Mr. WANG lJianxin (£7£37) is an independent non-
executive Director of our Company.

Mr. Wang has served as an independent non-executive
Director of the Company since August 2017. Mr.
Wang has served as an independent director of
Winner Technology Co., Inc. FEARIALD AR A R)
(a company listed on the Shenzhen Stock Exchange
(stock code: 300609)) since May 2020, an independent
director of China Minsheng Trust Co., Ltd. (FEBIR 4
{=7EEBR A 7)) since September 2019, and a professor,
researcher and doctoral tutor at the China Academy of
Fiscal Sciences (% BB XL 24 5087) since December
2008. He served as an independent director of Beijing
ZZNode Technologies Co., Ltd. (Jt REERFKHD
BIRAR]) (a company listed on the Shenzhen Stock
Exchange (Stock Code: 003007)) from June 2017 to
June 2022, an independent director of Hunan Lead
Power Dazhi Technology Incorporated Company (578
BHEERERM AR ZAR]) (a company listed on the
Shenzhen Stock Exchange (Stock Code: 300530)) from
January 8, 2022 to January 28, 2022, an independent
director of Kelin Environmental Protection Equipment,
Inc. (RIMIRIREEER DB R A A]) (a company listed on
the Shenzhen Stock Exchange (stock code: 002499))
from February 2021 to July 2021, an independent
director of Easy Visible Supply Chain Management
Co., Ltd. (B RHEFEEERMNBRAF]) (a company
formerly listed on the Shanghai Stock Exchange (Stock
Code: 600093)) from August 2020 to August 2021, an
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independent director of AVIC Industry-Finance Holdings
Co., Ltd. (P IEERZERERNDBRAQE]) (formerly
known as AVIC Capital Co., Ltd. (& AR AR (7
BIRAR]) (a company listed on the Shanghai Stock
Exchange (Stock Code: 600705)) from December 2018
to December 2021, an independent non-executive
director of AviChina Industry & Technology Company
Limited (R BIMZERHE T &M AR A F]) (a company
listed on the Hong Kong Stock Exchange (Stock Code:
02357)) from June 2018 to May 2021, an independent
director of Changjiang Securities Co., Ltd. (R/I&%5
& BBR/AR]) (a company listed on the Shenzhen
Stock Exchange (Stock Code:000783)) from December
2017 to November 2019, an independent director of
Guangdong Homa Group Co., Ltd. (EREBEEEK
AR A 7A]) (a company listed on the Shenzhen Stock
Exchange (Stock Code: 002668)) from November 2017
to April 2021, and successively as the deputy researcher
and postgraduate (master's degree) tutor at the
Research Institute for Fiscal Science, Ministry of Finance
(BB EBEHFFT) from July 2004 to December 2008.
Mr. Wang obtained a Master’s Degree in Accounting
from Zhongnan University of Economics and Law (-
BT ASBUAAER) in Hubei Province, the PRC in June
2002, and obtained a Doctorate Degree in Accounting
from Shanghai University of Finance and Economics
(E/BE4&KE) in Shanghai, the PRC in September
2004. Mr. Wang was awarded the title of researcher
by the Ministry of Finance in December 2008, and was
admitted as a fellow professional national accountant
of the National Institute of Accountants (now known
as Institute of Public Accountants) in Australia in June
2005.

Mr. GAO Bin (&/&) is an independent non-executive

Director of our Company.

Mr. Gao has served as an independent non-executive
Director of the Company since May 2018. He has
served as the chief executive officer and an executive
director of Kaifeng Investment Management (Hong
Kong) Limited (S\EKREEIZR(EB)BEMRAA]) since
October 2020, chief economist of Shenzhen Kaifeng
Investment Management Co., Limited (FIJITHgl L%
BERARR AT since January 2019, an independent
non-executive director of Tai United Holdings Limited
(a company listed on the Hong Kong Stock Exchange
(Stock Code: 00718)) since November 2015, and a
special-term professor of the finance faculty of PBC
School of Finance, Tsinghua University since December
2014. He has been an independent director of Yueyang
Forest & Paper Co., Ltd. (BEIEMERMDERAR]) (a
company listed on the Shanghai Stock Exchange (Stock
Code: 600963)) from October 2018 to January 2022,
and served as an independent director for Sogou Inc.
(@ company formerly listed on the New York Stock
Exchange (stock code: SOGO)) from November 2017 to
September 2021, chief investment officer and director
of Invealth Capital Management Limited (& # & A E ¢
2 A]) (now known as Kaifeng Investment Management
(Hong Kong) Limited) from June 2016 to October 2020,
head of strategy at Guard Capital Management Limited
from May 2014 to December 2015, successively served
as managing director and head of Pacific Rim Rates
Research and Japan Derivatives Strategy Research
Department at Merrill Lynch Japan Securities Co., Ltd.
and managing director and head of Asia Pacific Rates
Strategy Global Research at Merrill Lynch (Asia Pacific)
Limited from April 2005 to May 2014, and successively
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as the head of quantitative portfolio strategy (Asia) and
the senior vice president of Lehman Brothers Japan
Inc. (Tokyo) and Lehman Brothers Inc. (NY) from May
2004 to April 2005. Mr. Gao obtained a Bachelor’s
Degree in Space Physics from the University of Science
and Technology of China (F BEIRIZ2H it &) in Anhui
Province, the PRC in July 1985, a Master’'s Degree in
Astrophysics from Princeton University in the United
States in June 1991, a Master's Degree in Finance
from New York University in the United States in
September 1994, and a Doctorate Degree in Finance
and International Business from New York University

in September 1996.

Ms. JIA Ning (E=

Director of our Company.

is an independent non-executive

Ms. Jia has served as an independent non-executive
She

has been the associate professor of the School of

Director of the Company since November 2021.

Economics and Management of Tsinghua University
since December 2010, and lecturer of the School of
Economics and Management of Tsinghua University
from January 2008 to November 2010. Ms. Jia obtained
a Bachelor’s Degree in Computer Science, Economics
from the University of Minnesota in the United States
in May 2002, obtained a Master’s Degree in Statistics
from Stanford University in the United States in June
2004, and obtained a Doctorate Degree in Business
Administration from Stanford University in September
2007. Ms. Jia was appointed by the Ministry of Finance
as a national leader in accounting, with her major
research areas covering accounting and enterprise
informatization, accounting and enterprise strategy,
private equity funds and venture capital investment and
related case studies; The courses include “Experience
Accounting Research” ( {482 5T#f%t) ), “Financial
Management” ( {Bf7%E32) ) and “Financial Statement
(KPATEHER AT ).

Analysis”

Supervisors
Mr. ZHUANG Liang (#R) is the chairman of the
Board of Supervisors and the Employee Supervisor of

our Company.

Mr. Zhuang has served as the chairman of the Board
of Supervisors and a Supervisor of the Company since
December 2020. He has been the general manager of
the Company’s tendering, procurement and logistic
center since February 2019. He served as the general
manager of the Company’s Logistic Department from
December 2016 to February 2019, the deputy general
manager of the Company’s Logistic Department from
December 2013 to December 2016, successively served
as a member of the founding group of Sunshine P&C,
the general manager of the Human Resources and
Administration Department and the office chief director
of Sunshine P&C, Jiangsu Branch from May 2004 to
December 2013. Prior to joining the Company, Mr.
Zhuang was the section director of Nanjing Insurance
Regulatory Office of CIRC (FEIREES M RIRELH)
from October 2001, and worked at Jiangsu Insurance
Association (LE#F&ERMRITERHE) from August 1996
to October 2000. Mr. Zhuang obtained a Bachelor’s
Degree in Electronic Instruments and Measurement
Technology from Shenyang Institute of Electrical and
Mechanical Technology (&5 # % £8t) (now known as
Shenyang University of Technology (%% T2 A£2)) in
Liaoning Province, the PRC in July 1984, and obtained
a second Bachelor’'s Degree in Industrial Economics
Management from Southeast University (RFEIAE) in
Jiangsu Province, the PRC in June 1997.
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Ms. ZHANG Di (5K3#) is the Shareholder Supervisor

of our Company.

Ms. Zhang has served as a Supervisor of the Company
since June 2022. She currently serves as the supervisor
of Jiangsu Tiancheng since October 2021, the executive
director and general manager of Hainan Hongde Ruilian
Private Equity Fund Management Co., Ltd. (5. /=%
AL EE S EE AR AF]) since October 2021 and the
executive director of the investment division of Huashan
Ruilian Fund Management Co., Ltd. since May 2014.
Ms. Zhang worked at Huatai United Securities Co., Ltd.
(ERBAETFLFABREMTAR) from February 2010 to
December 2014. Ms. Zhang obtained dual Bachelor’s
Degrees in International Politics and Economics from
Peking University in Beijing, the PRC in July 2006, and
a Master’s Degree in Public Policy from the University
of Chicago in the United States in June 2009.

Ms. WANG Zhe (£ %) is the External Supervisor of

our Company.

Ms. Wang has served as a Supervisor of the Company
since November 202 1. She has been the deputy director
of the Alumni Affairs Department and Development
Department of Cheung Kong Graduate School of
Business (&/IL#ZF) since October 2008, and was
a teacher at the Affiliated College of Nationalities of
Hebei Normal University (A1 b Bl &5 K 22 5] 8 K ik 2P5t)
from July 2004 to October 2008. Ms. Wang obtained
a Bachelor’s Degree in English from Hebei Normal
University in Hebei Province, the PRC in June 2004 and
obtained an EMBA from Cheung Kong Graduate School
of Business in Beijing, the PRC in September 2018.

Senior Management

For the biographies of Mr. ZHANG Weigong, Mr. LI
Ke, Mr. PENG Jihai and Mr. WANG Yongwen, please
refer to the paragraphs headed "Executive Directors”
above.

Mr. NING Shoubo (£&¥) is the deputy general
manager of our Company.

Mr. Ning has served as the deputy general manager
of the Company since May 2014, and the director
of Sunshine P&C since December 2013. He served
as the general manager of the Elderly Care and Real
Estate Center of the Company from September 2019 to
December 2019, and successively served as a member
of the founding group, the deputy general manager,
the vice chairman of the board of directors, the chief
compliance officer and the general manager of Sunshine
Life from June 2007 to March 2019. Prior to joining
the Company, Mr. Ning served as the senior deputy
general manager of Sino-US MetLife Insurance Co.,
Ltd. (FEREBE ASRBRABER A F]) from August 2004
to June 2007, successively as deputy general manager
of Ping An Life Insurance Company of China, Ltd.,
Hebei Branch (F Bl F 2 AR AR A FIAIES 2 A),
the deputy general manager and the general manager
of Ping An Life Insurance Company of China, Ltd.,
Tianjin Branch (B -F &2 ASREER A RIRED Q7))
and the general manager of Ping An Life Insurance
Company of China, Ltd., Shanghai Branch (F B %
ASRBBRAE LEEH27]) from November 1996
to July 2004. Mr. Ning obtained a Bachelor’s Degree
in Finance from the Finance and Economics Institute of
Tianjin (2B AL ) (now known as Tianjin University
of Finance and Economics (KZBI4EARE) in Tianjin,
the PRC in July 1986, and obtained an EMBA from
Peking University (3t 2 K£2) in Beijing, the PRC in July
2007.
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Mr. XIA Fangchen (E3 /%) is the deputy general

manager of our Company.

Mr. Xia has served as the director of the Labor Union
of the Company since May 2020, the deputy general
manager of the Company since July 2016 and a member
of the reserved management team of the Company
from December 2015 to July 2016. Before that, Mr.
Xia served as the director of equity of Shandong Social
Security Fund Committee (LR EH SREZSEES)
from August 2015 to December 2015, deputy mayor
of Weifang, Shangdong Province from January 2010
to August 2015, and was appointed as director of the
Finance Bureau of Weifang, Shangdong Province (L1
RAMBTEIESS) in April 2003. Mr. Xia obtained
an EMBA from Tsinghua University in Beijing, the PRC
in July 2006, and obtained a Doctorate Degree in
Public Finance from Dongbei University of Finance and
Economics in Liaoning Province, the PRC in June 2011.

Mr. LI Wei (Z1&) is the assistant to general manager

of our Company.

Mr. Li has served as a director of Sunshine Life since
December 2016 and as an assistant to general manager
of the Company since July 2016. He served as the
deputy general manager of Sunshine P&C from January
2014 to July 2018, successively as senior manager,
assistant to general manager, deputy director and
director of the office of the chairman of the Board of
the Company from November 2009 to December 2013,
successively as the assistant to general manager of

Sales Management Department, Planning and Actuarial

Department and Planning Department of Sunshine P&C
from March 2008 to February 2010, and successively
as the deputy general manager and general manager
of the Sales and Management Department of Sunshine
P&C, Shandong Branch from July 2005 to November
2008. Prior to joining the Company, Mr. Li served at
PICC, Shandong branch from July 1994 to July 2005,
and successively served as deputy section director and
section director. Mr. Li obtained a Bachelor’s Degree in
Insurance from Nankai University (FFAE2) in Tianjin,
the PRC in July 1994.

Mr. NIE Rui (£33) is the chief compliance officer and

chief risk officer.

Mr. Nie has served as chief auditor of Sunshine AMC
since September 2019, director of Sunshine Surety since
December 2018, chief risk officer of the Company since
July 2015, chief compliance officer of the Company
since May 2014, director of Sunshine Life since October
2013, executive director and deputy general manager
of Sunshine AMC since January 2013, director of
Sunshine P&C since May 2011 and general counsel
of the Company since May 2011. Mr. Nie served as
executive director of the Company from June 2016 to
May 2017. Prior to joining the Company, Mr. Nie served
as a partner of Guantao Law Firm (ERE5/EAIEEAT)
from April 1999 to March 2011. Mr. Nie obtained a
Bachelor’s Degree in Law from Shanghai University (=
/8K E) in Shanghai, the PRC in July 1990, and obtained
a Master’'s Degree in Law from Peking University in
Beijing, the PRC in August 2003. Mr. Nie was granted
the qualification of lawyer by the Ministry of Justice of
the PRC in March 1994,
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Ms. GAO Yongmei (ki) is the assistant to the

general manager of our Company.

Ms. Gao has served as the assistant to the general
manager of the Company since July 2021. Ms. Gao
served as the assistant to the chairman of the Company
from November 2020 to August 2021, the deputy
general manager of Sunshine Life and assumed other
positions from November 2016 to April 2021. Ms. Gao
served as a non-executive director of Yidu Tech Inc.
(a company listed on the Hong Kong Stock Exchange
(Stock Code: 02158)) from August 2020 to September
2021. Prior to joining the Company, Ms. Gao served in
New China Life Insurance Company Ltd. (a company
listed on the Shanghai Stock Exchange (Stock Code:
601336) and the Hong Kong Stock Exchange (Stock
Code: 01336)) from October 2002 to November 2016,
and assumed positions including the general manager
of its Jilin Branch. Ms. Gao obtained an EMBA from
Peking University in Beijing, the PRC in January 2012.

Mr. LIU Yingchun (2/i7&) is the assistant to the
general manager of our Company.

Mr. Liu has been the assistant to the general manager
of our Company since May 2022 and the deputy
general manager of Sunshine P&C since April 2017.
Mr. Liu served as the assistant to the general manager
of Sunshine P&C from December 2015 to March 2017,
the senior manager, deputy general manager and
general manager of Sunshine P&C, Henan Branch from
November 2012 to November 2016, and a member
of the founding group, the deputy general manager
and general manager of Sunshine P&C, Nanyang
Central Sub-branch from December 2005 to November
2012. Mr. Liu obtained a Master’s Degree in Business
Administration from Peking University in Beijing, the
PRC in January 2017.

Mr. DONG Yingqiu (E#A) is secretary to the Board

of our Company.

Mr. Dong has served as secretary to the Board of
our Company since December 2020, joint company
secretary of our Company since April 2022, general
manager of Strategic Development Department of our
Company concurrently since February 2019, director
of Sunshine Surety since May 2016, and the strategy
director of our Company since November 2013. Mr.
Dong served as chief director of the office of the Board
of our Company from January 2016 to January 2019,
successively as general manager of the Strategy and
Innovation Development Centre, general manager of
the Strategic Development Department of our Company
and assumed other positions from November 2009 to
November 2013, successively served as senior manager
and assistant to the chief director of the office of
the Board of our Company from September 2007 to
November 2009, successively served as a member of
the founding group, assistant to the chief director of
the office of the board of directors of Sunshine P&C
and assumed other positions from January 2005 to
September 2007. Mr. Dong served as a non-executive
director of Mashang Consumer Finance Co., Ltd. (5
H B S @Ak B BR A F)) since June 2015. Prior to joining
the Company, Mr. Dong served Beijing Wukesong
Culture & Sports Center Co., Ltd At R AP/ EE
B LABRZAT]) from November 2003 to December
2004, and worked at Beijing Urban Construction
Investment & Development Co., Ltd. (At I ER & 3R
i {7 B BR A A) (a company listed on the Shanghai Stock
Exchange (Stock Code: 600266)) from November 1999
to September 2001. Mr. Dong obtained a Bachelor’s
Degree in Enterprise Management from Shandong
University of Finance (LUEREIBZFT) (now known as
Shandong University of Finance and Economics (LU
B 4Z K 2)) in Shandong Province, the PRC in July 1998,
and a Master’s Degree in Business Administration from
Peking University in Beijing, the PRC in August 2003.
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Ms. WANG Zhenling (£Z)%) is the assistant to the

general manager of our Company.

Ms. Wang has served as the assistant to the general
manager of the Company since July 2021. Ms. Wang
successively served as deputy planning director, general
manager of the Planning and Actuarial Department
and planning director of our Company from December
2015 to July 2021, successively served as a member of
the founding group, general manager of the Planning
Department, general manager of the Finance Department
and head of finance of Sunshine Life and assumed other
positions from September 2007 to December 2018
and successively served as a member of the founding
group, director and senior manager of the Strategic
Development Department of Sunshine P&C from March
2005 to August 2007. Ms. Wang obtained a Bachelor’s
Degree in Insurance from Shanghai University of Finance
and Economics in Shanghai, the PRC in June 1998,
and a Master’s Degree in Business Administration from

Peking University in Beijing, the PRC in January 2017.

Mr. YANG Xueli (152232) is the assistant to the general

manager of our Company.

Mr. Yang has been the assistant to the general manager
of our Company since February 2022 and the office
director and general manager of the Human Resources
Department of our Company since February 2019, and
has served as a supervisor and the chairman of the board
of supervisors of Sunshine P&C since September 2017.
Mr. Yang successively served as deputy director of the
Company'’s office of the Chairman, director of the office
of the Company and assumed other positions from
June 2008 to February 2019, served as a member of
the founding group and the deputy general manager of

the Human Resources and Administration Department

of Sunshine P&C, Chongqing Branch, director of the
secretariat of the office of Sunshine P&C and assumed
other positions from July 2005 to June 2008. Prior to
joining the Company, Mr. Yang successively served
as the director of the Technology Department of the
Business Centre, a secretary to the Party Committee’s
office and the office of China Life Insurance Company
Limited, Chongging Branch (F B ASREBRMHDER A
A]EE 5 /A7) and assumed other positions from July
1997 to July 2005. Mr. Yang obtained a Bachelor’s
Degree in Computer and Application from Chongging
Normal University (EERI#EIAZ) in Chongqing, the
PRC in July 1997, and a Master’'s Degree in Software
Engineering Field Engineering from the University of
Electronic Science and Technology of China (& T &H¥
KE&) in Sichuan Province, the PRC in June 2014.

JOINT COMPANY SECRETARIES
For the biography of Mr. DONG Yingqiu (Ei
#K), please refer to the paragraphs headed “Senior

Management” above.

Mr. LAU Kwok Yin (2/E &) was appointed as the joint
company secretary of the Company in April 2022. Mr.
Lau has more than 13 years of experience in corporate
secretarial services, finance and banking operations.
Mr. Lau is serving as the company secretary or joint
company secretary of several companies listed on the
Stock Exchange. He is an assistant vice president of SWCS
Corporate Services Group (Hong Kong) Limited. Mr. Lau
obtained a Bachelor’s Degree in Business Administration
(Accounting and Finance) from the University of Hong
Kong in 2007. He is a member of the Hong Kong
Institute of Certified Public Accountants, a Chartered
Financial Analyst Charterholder, and a fellow of each
of The Chartered Governance Institute and the Hong
Kong Chartered Governance Institute (previously known

as The Hong Kong Institute of Chartered Secretaries).
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Other information relating to Mr. ZHAO Zongren, Mr.
WANG Jingwei and Mr. GAO Bin as required to be
disclosed pursuant to Rule 13.51(2) of the Listing Rules
has been set out in the Prospectus. For details, please
refer to the section headed "Directors, Supervisors
and Senior Management” under the chapter headed
“Directors, Supervisors and Senior Management” in the
Prospectus in relation to the liquidation or bankruptcy
of two companies during the period when Mr. ZHAO
Zongren was a director, and the relevant contents in
relation to the disciplinary actions and administrative
penalties of Mr. WANG Jingwei and the relevant
litigation matters of Mr. GAO Bin under the section
headed “Disclosure Under Rule 13.51 (2) of Hong Kong
Listing Rules” under the chapter headed “Directors,
Supervisors and Senior Management”. The Board of
the Company is of the view that the aforesaid matters
will not affect their suitability to act as directors of the
Company. As at the date of this report, there has been

no change to such information.

CHANGES OF DIRECTORS,
SUPERVISORS, SENIOR
MANAGEMENT AND THEIR
INFORMATION

Changes of Directors and Their
Information

As the term of office of the Fifth Session of the Board
of Directors of the Company will expire soon, the
Board of Directors held the meeting on March 16,
2023, and considered and approved the Proposal on
the Nomination of Candidates for the Sixth Session
of the Board of Directors. The Board of Directors
nominated Mr. ZHANG Weigong, Mr. ZHAO Zongren,
Mr. LI Ke, Mr. PENG Jihai and Mr. WANG Yongwen
as the candidates for executive Directors of the Sixth
Session of the Board of Directors of the Company, Mr.
CAl Qiwu, Mr. WANG Jingwei, Mr. CHEN Yong and

Ms. QIAN Yiqun as the candidates for non-executive
Directors of the Sixth Session of the Board of Directors
of the Company, Mr. LIU Zhanging, Mr. GAO Bin, Ms.
JIA Ning, Mr. WU Xiaogiu and Mr. HONG Qi as the
candidates for independent non-executive Directors
of the Sixth Session of the Board of Directors of the
Company, which will be submitted to the general

meeting for election.

In order to further optimize the structure of corporate
governance and in accordance with the requirements
of the Code of Corporate Governance for Banking and
Insurance Institutions issued by the CBIRC in 2021, the
Company will appoint employee Director, who will be
democratically elected by the employee representatives’
meeting, the employees’ general meeting or any other
forms of democratic election. The Company held the
employee representatives’ meeting on March 16, 2023
to elect Mr. HOU Huisheng as the employee director of
the Company, who will form the Sixth Session of the
Board of the Company, together with the Directors to

be elected at the general meeting of the Company.

Mr. YUAN Mouzhen will cease to be the non-executive
Director of the Company from the date of election
of the Sixth Session of the Board of Directors at the
general meeting upon expiry of his term of office. Mr.
MA Guangyuan and Mr. WANG Jianxin will continue
to perform the relevant duties as the chairman and
member of various special committees of the Board of
Directors until the qualification of a newly appointed
independent non-executive director of the Company is

approved by the Chinese insurance regulatory authority.

For details of the changes of Board of Directors, please
see the Company’s announcement dated March 16,
2023.
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Changes of Supervisors and Their
Information

The term of office of the Fifth Session of the Board
of Supervisors of the Company will expire soon, the
Board of Supervisors held the meeting on March 16,
2023, and considered and approved the Proposal on
the Nomination of Candidates for the Sixth Session
of the Board of Supervisors. The Board of Supervisors
nominated Ms. ZHANG Di as a candidate for shareholder
supervisor of the Sixth Session of the Board of
Supervisors of the Company, and Ms. Wang Zhe as a
candidate for external supervisor of the Sixth Session
of the Board of Supervisors of the Company, which

will be submitted to the general meeting for election.

The Company held the meeting of employee
representatives on March 16, 2023, to elect Mr. ZHUANG
Liang as the employee supervisor of the Company, who
will form the Sixth Session of the Board of Supervisors
of the Company, together with the supervisors to be
elected at the general meeting.

For details of the changes of the Board of Supervisors,
please refer to the Company’s announcement dated
March 16, 2023.

Changes of Senior Management and
Their Information

In order to meet the needs of strategic transformation
of the Company from it's listing on the Hong Kong
Stock Exchange and under new situations, strengthen
development stability and mechanism optimization of
the Company, promote its healthy and sustainable
development, as well as learn from effective practices
of global corporate governance, the Board approved the
establishment of a co-chief executive officers (Co-CEQOs)
mechanism on March 29, 2023, which is designated
to effectively enhance collective decision-making of
the executive committee and continuously improve the
Company’s management and execution capabilities.
At the same time, Mr. LI Ke and Mr. PENG lJihai are
appointed as Co-CEOs. For details of appointing Co-
CEOs, please refer to the Company’s announcement
dated March 29, 2023.
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Employees

As of the end of the reporting period, we had 57,152 employees.

By position
Percentage of
Number of total number
employees of employees
(%)
Management 6,312 11.0
Professional staff 18,120 31.7
Salespeople 32,720 57.3
Total 57,152 100
By age
Percentage of
Number of total number
employees of employees
(%)
30 and under 17,151 30.0
31 to 40 29,508 51.6
41 to 50 8,488 14.9
51 and above 2,005 3.5
Total 57,152 100
By educational accomplishment
Percentage of
Number of total number
employees of employees
(%)
Master’s degree or above 2,139 3.7
Bachelor’s degree 24,657 43.1
Others 30,356 53.1
Total 57,152 100
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We have invested substantial efforts and resources

in recruiting and training our employees. In addition

SN LNOoav

to our recruitment process and internal referrals, we
also recruit talent through professional recruiting firms
and other third parties. In light of the current state of
employee quality of the company and the prospective
benefits of talent cultivation in the long-term, we carry
out strategy-oriented and business-oriented training to
enhance the capability and quality of our managers and
employees at all levels to meet our development needs
at different stages.

SISATVNV ANV
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We are committed to establishing a competitive and
fair remuneration and benefits system. To effectively
motivate our employees through remuneration
incentives and ensure that our employees receive
market-competitive remuneration packages, we
continue to improve our remuneration and incentive
policies based on market research and reference to our

competitors. We conduct a performance evaluation for

iANTVA d3aa3iding

our employees semi-annually to provide feedback on
performance and assessment of strength and weakness.
Compensation for our employees typically consists of
basic salary, job subsidy and other allowances (such
as parental support allowances), performance-based

bonus and year-end bonus.

We provide our employees with basic pension insurance,

basic medical insurance, work-related injury insurance,
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unemployment insurance, maternity insurance and

housing provident funds under relevant PRC laws and
regulations. We manage our employee benefits system
prudently and continue to improve it. We also provide
other benefits to our employees such as annual leave,
commercial insurance and health examinations.
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REPORT OF THE BOARD OF DIRECTORS

The Board of Directors presents its first report and the
audited financial statements of the Group for the year
ended December 31, 2022.

BUSINESS REVIEW

Principal Activities

As a fast-growing, privately owned insurance group
in the PRC, we carry out our life and health insurance
business through Sunshine Life, offering diversified
products covering life insurance, health insurance and
accident insurance. We carry out our property and
casualty insurance business mainly through Sunshine
P&C, offering property and casualty insurance products
covering automobile insurance, accident and short-
term health insurance, guarantee insurance, liability
insurance, agriculture insurance and commercial
property insurance. We primarily manage our insurance
funds through Sunshine AMC.

Business Review and Analysis Using
Financial Key Performance Indicators
Please refer to the section “Management Discussion

and Analysis” of this annual report.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE MATTERS

We are of the view that the establishment and
implementation of sound environmental, social and
governance principles and practices will help enhance
the value of the Company's investments, and provide
long-term returns for our stakeholders. The Board has
established an ESG (Environmental, Social responsibility,
Corporate governance) committee (“ESG committee”)
comprising our independent non-executive Directors and
executive Directors. Our ESG committee is responsible
for formulating the Company’s ESG strategies, policies
and procedures and managing ESG risks. ESG-related
issues are among our key agenda. Under the supervision

of the Board, the ESG Committee identifies and monitors
ESG-related risks, such as environment-related risks and
social sustainability risks in the short, medium and long
term, and strives to integrate ESG-related issues into

our business, strategy and financial planning.

In addition, the ESG committee closely monitors the
latest environmental, social and governance laws and
regulations and updates our environmental, social
and governance measures accordingly to ensure
that we comply with the latest regulatory laws and
regulations. We also monitor the environmental, social
and governance policies and development trends, and
continue to conduct in-depth research on ESG-related
issues, including sustainable investment, climate risk,
new energy vehicle insurance, carbon market, green
finance, etc. The research results and reports are
released to all our employees through the internal

research platform of the Company.

Details of the Company’s environmental protection,
social responsibility and employee care are set out in
the Company’s 2022 Sustainability Report dated April
25, 2023 prepared in accordance with the requirements
of Appendix 27 to the Hong Kong Listing Rules and
published on the websites of the Hong Kong Stock
Exchange and the Company.

COMPLIANCE WITH RELATED
LAWS AND REGULATIONS

As an H-share company incorporated in the PRC and
listed on the Main Board of the Hong Kong Stock
Exchange, the Company is regulated by the PRC
Company Law, the PRC Insurance Law, as well as the
Hong Kong Listing Rules, the Securities and Futures
Ordinance and other relevant laws and regulations in
the PRC and abroad.
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As the most important law in the regulatory and
legal framework for the PRC insurance industry,
the PRC Insurance Law covers general principles,
insurance contracts, insurance companies, insurance
operational rules, supervision and regulation of the
insurance industry, insurance agencies and insurance
brokers, legal liabilities and supplementary provisions.
The insurance supervision and regulatory authority
has promulgated a series of departmental rules and
regulations and other regulatory documents based
on the PRC Insurance Law, which cover almost all
aspects of insurance operations, thereby establishing
a preliminary regulatory framework with three parallel
pillars, supervision on corporate governance, supervision
on market conduct and supervision on solvency.
Supervision of corporate governance includes laws and
regulations on the establishment, equity management,
directors, supervisors and senior management, and
related party transactions of insurance companies.
The governance structure of insurance companies is
constantly improved to prevent their operating risks
fundamentally and enhance the efficiency of insurance
supervision. Supervision of market conduct includes
laws and regulations on the businesses of insurance
companies, reinsurance business, personnel and use of
insurance funds in the insurance industry. The insurance
supervision authorities gradually establish and improve
the codes of market conduct to impose penalties for
non-compliance and promote legal operation and fair
competition, driving the normative development of the
insurance industry. Supervision of solvency includes laws
and regulations on the China Risk-Oriented Solvency
System (C-ROSS), capital supplementary bonds and
subordinated debts, etc.

Meanwhile, as a company listed on the Main Board
of the Hong Kong Stock Exchange, the Company is
therefore subject to the Hong Kong Listing Rules and
shall comply with relevant rules under the SFO, including
but not limited to the following obligations: maintaining
a register of interests and short positions in shares and
a register of interests and short positions in shares held
by Directors, Supervisors and chief executive, disclosing

inside information, etc.

The Group has implemented internal controls to ensure
compliance with such laws and regulations. As of the
end of the Reporting Period, as far as we were aware,
there was no legal and/or regulatory procedure or
dispute which, in the opinion of the Directors, may
have a material adverse effect on our business, financial

condition, and operating results or prospects.

MAJOR RISKS
UNCERTAINTIES

Our business involves life insurance, health insurance,

AND

P&C insurance and asset management businesses, etc.
Although we all along uphold the concept of sustainable
and stable operation, and have good risk management
and control capabilities, there are still a number of
risks and uncertainties involved in our business that are
beyond our control. We are of the view that the major

risks we may face in the future include:

Market risk refers to the risk of unexpected financial
loss to the Group due to adverse movements in interest
rates, equity prices, real estate prices and exchange
rates. Market risk mainly includes interest rate risk,

price risk and currency risk.
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Credit risk refers to the risk that a counterparty unable
or fails to perform its obligations in a timely manner, or
an adverse change in the credit status of a counterparty,
resulting in unexpected economic losses to the insurance

company.

Insurance risk refers to the risk of loss due to adverse
deviation of actual experience from assumptions such
as mortality rate, morbidity rate, loss ratio, lapse rate

and expense ratio.

Reputational risk refers to the risk of loss resulting from
negative comments from stakeholders on the Company
due to the Company’s operation and management or
external events.

Liquidity risk refers to the risk that the Company is
unable to obtain sufficient funds in a timely manner
or obtain sufficient funds in a timely manner at a
reasonable cost to pay its debts as they fall due or

perform other payment obligations.

Operational risk refers to the risk of direct or indirect
losses in the course of business operations due to
reasons such as incomplete operational procedures,
human error, information system failure and external

events.

Strategic risk refers to the risk of mismatch between the
Company’s strategies and the market environment and
the Company’s capabilities due to ineffective process
of strategy formulation and implementation or changes

in the operating environment.

Specific risks of the Group, such as risk contagion,
organizational structure opaque risk, concentration risk

and non-insurance sector risk.

The future uncertainties include:

1. The complex and uncertain macroeconomic
and political environment, increasingly stringent
regulatory requirements, and increasingly intense

market competition;

2.  The more volatile international financial markets,
increased downside risk of the global economy,
and the high volatility, uncertainty and complexity
of the current capital markets.

NON-ADJUSTING EVENTS AFTER
THE BALANCE SHEET DATE

Details are set out in Note 51 to the financial statements.

FUTURE BUSINESS DEVELOPMENT
OF THE GROUP

Our mission is to "bring more sunshine to people.”
We are dedicated to becoming the leading professional
insurance service provider for families, as well as the
trusted risk management partner for enterprises.
Specifically, we plan to implement the following

strategies:

1. Individual customer strategy: to provide our
individual customers with high-quality, customized
and comprehensive services in accordance with

their family’s structure and life stages;

2. Institutional customer strategy: to serve enterprises

as their trusted risk management partner;

3. Channel strategy: to continuously focus on value
creation and enhance professional competencies

across our insurance channels;
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4. Technology strategy: to comprehensively enhance
our technological capability and accelerate the
digital transformation of our business operations;

5. Investment and asset management strategy:
to continuously build a domestic top-ranking
insurance asset management brand and to
strengthen synergy between strategic investment

and our core insurance business;

6. Medical, health and elderly care strategy: to scale
up our core insurance business by boosting the

medical, health and elderly care business segment.

RESULTS

DISTRIBUTION
The Group's profit for the year ended December 31,

AND PROFIT

2022 and the financial position of the Group as at
December 31, 2022 are set out in the section headed
Management Discussion and Analysis of this annual
report.

Final Dividend

The Board recommends the payment of a final dividend
for the year ended December 31, 2022 of RMBO0.18 (tax
included) per share, totaling approximately RMB2.07
billion (the “2022 Final Dividend”). The 2022 Final
Dividend is subject to the approval of shareholders of
the Company at the 2022 annual general meeting, and
is expected to be paid to the shareholders on Friday,
July, 28, 2023, and will be denominated and distributed
in Renminbi, while the dividend for H shares will be paid
in Hong Kong dollars, which shall be calculated at the
average central parity rate of Hong Kong dollars against
Renminbi in the interbank foreign exchange market
for the last five business days up to and including the
date of the 2022 annual general meeting published by
China Foreign Exchange Trade System as authorised
by the PBOC.

The above profit distribution scheme will not result in
a lower indicator of the Company’s relevant solvency
adequacy ratio than the regulatory requirements.

Withholding and Paymentofincome Tax
on the Dividends Paid to Shareholders
Pursuant to the PRC Individual Income Tax Law
( (EEARKEFBEEAFTEEE) ), thelmplementation
Regulations of the PRC Individual Income Tax Law
((REARAMBEAMRGEEEREDN) ), the
Notice of the State Administration of Taxation on
the Issues Concerning the Levy and Administration of
Individual Income Tax After the Repeal of Guo Shui
Fa [1993] No. 045 (Guo Shui Han [2011] No. 348)
( (BRI 42BN BB 3 [1993]0455% X RE L1 H
BAEAPTSTRVE B @A) (BRI N[2011]3485%))
and other relevant laws, regulations and regulatory
documents, the Company shall, as a withholding
agent, withhold and pay individual income tax for the
individual holders of H shares in respect of the 2022
Final Dividend to be distributed to them. However, the
individual holders of H shares may be entitled to certain
tax preferential treatments pursuant to the tax treaties
between the PRC and the countries (regions) in which
the individual holders of H shares are domiciled and
the tax arrangements between mainland China and
Hong Kong (Macau). In this regard, the Company will
implement the following arrangements in relation to
the withholding and payment of individual income tax

on the dividends for the individual holders of H shares:

e  For individual holders of H shares who are Hong
Kong or Macau residents or whose country (region)
of domicile is a country (region) which has entered
into a tax treaty with the PRC stipulating a tax
rate of 10%, the Company will withhold and
pay individual income tax at the rate of 10% on
behalf of the individual holders of H shares in the
distribution of the dividend.
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e  For individual holders of H shares whose country
(region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating
a tax rate of less than 10%, the Company will
temporarily withhold and pay individual income
tax at the rate of 10% on behalf of the individual
holders of H shares in the distribution of the
dividend.

e  For individual holders of H shares whose country
(region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating a
tax rate of more than 10% but less than 20%, the
Company will withhold and pay individual income
tax at effective tax rate stipulated in the relevant
tax treaty in the distribution of the dividend.

e  For individual holders of H shares whose country
(region) of domicile is a country (region) which has
entered into a tax treaty with the PRC stipulating
a tax rate of 20%, or a country (region) which has
not entered into any tax treaties with the PRC, or
under any other circumstances, the Company will
withhold and pay individual income tax at the rate
of 20% on behalf of the individual holders of H

shares in the distribution of the dividend.

If individual holders of H shares consider that the tax
rate adopted by the Company for the withholding and
payment of individual income tax on their behalf is not
the same as the tax rate stipulated in any tax treaties
between the PRC and the countries (regions) in which
they are domiciled, such holders shall submit to the H
share registrar of the Company, Computershare Hong
Kong Investor Services Limited, a letter of entrustment
and all application and relevant proving materials
showing that they are residents of a country (region)
which has entered into a tax treaty with the PRC.
The Company will then submit the above documents
to competent tax authorities which will proceed with
the subsequent tax related treatments. If individual
holders of H shares do not provide the Company with
the relevant proving materials, they could go through
the relevant procedures on their own or by attorney in
accordance with the relevant provisions stipulated in
the tax treaties. The Company assumes no responsibility
and disclaims all liabilities whatsoever in relation to the
tax status or tax treatment of the individual holders
of H shares and for any claims arising from any delay
in or inaccurate determination of the tax status or
tax treatment of the individual holders of H shares
or any disputes over the withholding mechanism or

arrangements.

For non-resident enterprise holders of H shares, the
Company will withhold and pay enterprise income tax
at the tax rate of 10% for such holders of H shares
pursuant to the Notice of the State Administration of
Taxation on the Issues Concerning the Withholding and
Payment of the Enterprise Income Tax on the Dividends
Paid by Chinese Resident Enterprises to H Share Holders
Who Are Overseas Non-resident Enterprises (Guo Shui
Han [2008] No. 897) (AR FiH4 R/ (ENHEERE
FAIEINHRIEE R B ERFIRER BRI
SHABEEEA) (BT K[2008]8975%)).
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Details of the changes in the total share capital of the
Company for the year ended December 31, 2022 can
be found in Note 40 to the financial statements.

PUBLIC FLOAT
The Company applied for and has been granted by the

Hong Kong Stock Exchange a waiver at the time of
listing regarding the lower percentage of public float.
Based on the information that was publicly available
to the Company as at the Latest Practicable Date and
within the knowledge of the Directors, from the Listing
Date to the Latest Practicable Date, the Company’s
public float was 10%, maintaining a sufficient public
float as approved by the Hong Kong Stock Exchange
and required under the Hong Kong Listing Rules. Details
of the above waiver are set out in the section headed
“Waivers from Strict Compliance with the Requirements
under the Listing Rules — Public Float Requirements” in

the Prospectus of the Company.

DISTRIBUTABLE RESERVES

As of the end of the Reporting Period, the retained
profit of the Company available for distribution to its
shareholders was RMB3.52 billion. Details are set out
in Note 50 to the financial statements.

BUILDINGS, EQUIPMENT AND
INVESTMENT PROPERTIES
During the Reporting Period, changes in the buildings,

equipment and investment properties of the Group
are set out in Note 18 and Note 20 to the financial

statements respectively.

Save as disclosed above, as at the end of the Reporting
Period, the Group did not own any other properties for
investment purposes or held for development and/or
sale where one or more percentage ratios (as defined
under Rule 14.07 of the Hong Kong Listing Rules)
exceed 5%.

RETIREMENT BENEFITS

Full-time employees of the Group are entitled to various
retirement benefit plans sponsored by the provincial
and municipal governments. The Group makes monthly
contributions to the retirement benefit plans based on a
percentage of employees’ salaries and the contributions
are arranged as a whole and paid to retired employees
by government agencies as required. The aforesaid basic
social pension insurance is fully vested in the Group's
employees at the time of contribution, and the Group

is unable to forfeit any contributions.

In addition to the aforesaid retirement benefit plans,
some employees participate in a supplemental pension
plan. The supplementary pension contributions that are
not vested to the employees due to their departure
are refunded to the supplementary pension plan
unit account and will be used to offset the existing
contributions. The amount of forfeited contributions
used to reduce the existing level of contributions is
not significant.

According to these plans, the Group has no other
significant legal or constructive obligations with
respect to the retirement benefits beyond the aforesaid
contributions (expensed as incurred). The aforesaid
retirement benefit plans fall into defined contribution

plans.

Details are set out in the Note 13 to the financial

statements.
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REMUNERATION OF DIRECTORS,

MANAGEMENT

SUPERVISORS AND SENIOR

During the Reporting Period, details of the remuneration of Directors and Supervisors are set out in Note 14 to

the financial statements. The range of remuneration of non-director or non-supervisor senior management in

the Group is set out as follows:

Range of Remuneration

Number of Individuals

RMBO to RMB500,000
RMB500,001 to RMB1,000,000
RMB1,000,001 to RMB1,500,000
RMB1,500,001 to RMB2,000,000
RMB2,000,001 to RMB2,500,000
RMB2,500,001 to RMB3,000,000
RMB3,000,001 to RMB3,500,000
RMB3,500,001 to RMB4,000,000
RMB4,000,001 to RMB4,500,000
RMB4,500,001 to RMB5,000,000
RMB5,000,001 to RMB5,500,000
RMB5,500,001 to RMB6,000,000

O - = O N W O O — —= O O

The Company confirms that there was no arrangement
under which a Director or a Supervisor waived or agreed

to waive any remuneration during the Reporting Period.

HIGHEST PAID INDIVIDUALS

Details of the emoluments of the five highest paid
individuals of the Group during the Reporting Period
are set out in note 14 to the financial statements.

MAJOR
SUPPLIERS

During the Reporting Period, the premiums of the

CUSTOMERS AND

Company or any of its subsidiary contributed by
any single customer was not more than 5% of the
gross written premiums of the Group during the
corresponding period. The gross written premiums
from the top five customers was not more than 30%
of the gross written premiums of the Group during the
corresponding period.

Due to the nature of the Group’s business activities,

the Group has no major supplier.

RELATIONSHIP WITH CUSTOMERS

The Group is of the view that the benign relationship
with customers is very important. During the Reporting
Period, there was no material dispute between the

Group and its customers.

RELATIONSHIP WITH EMPLOYEES

The Group builds a comprehensive training system
as well as a scientific and reasonable remuneration
incentive system for employees. The Group sets up
multiple channels for employees to develop themselves,
attaches great importance to physical and mental health
of employees and harmony of their families, so as to

improve their sense of happiness.
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We are committed to creating a fair and nurturing
working environment for our employees. We strictly
comply with the Labor Law of the PRC and the
Labor Contract Law of the PRC and other laws and
regulations, as well as relevant regulatory regimes, and
manage our employment in a standardized and legal
manner. We prohibit any form of discrimination based
on race, gender, religion, age, social origin or other
causes. In 2022, our women employees represented
approximately 56.5% of our total employees. We create
a fair and equal workplace for employees and establish
a culture of care. We also set up lactation rooms in
the offices, hold lectures on women’s health for our
female employees, and organize activities to celebrate
Women's Day on March 8.

We are concerned about the career progression of our
employees and provide full-cycle capability enhancement
support to all of our employees through the “Sunshine
Academy (5} 2 %).” Sunshine Academy provides
various training courses related to our business, such
as data security, anti-corruption, intellectual property
protection, aiming to improve employees’ compliance
awareness in business operations. Since its launch in
December 2017, the “Sunshine Academy” has attained
over 44 million visits and over 3.4 million live-streaming
participants as of December 31, 2022.

We attach significance to protecting our employees and
their families by providing them with COVID-19 care
and safeguarding plans. We have also set up a special
fund for the families of employees infected during
the prevention and control of COVID-19 pandemic.
In addition, we have been caring for our employees
and their families and have implemented a parental
support allowance program since 2010. As of December
31, 2022, we had paid parental support allowances
exceeding RMB427.75 million to approximately 33,200
employees.

EMPLOYEE SHARE OWNERSHIP
PLAN

We are one of the PRC insurance institutions approved
by the relevant regulatory authority to implement
employee share ownership plans. To enhance the morale
and competitiveness of our employees, we began to
implement our employee share ownership plansin 2015
("ESOP"). As approved by the shareholders’ general
meeting of the Company on February 4, 2016, the
Company issued and allotted 440,780,000 Domestic
Shares to our ESOP, representing 3.83% of the issued
Shares of the Company as at the Latest Practicable
Date (a total of 11,501,522,500 Shares, comprising
10,351,370,000 Domestic Shares and 1,150,152,500
H Shares). Pursuant to the ESOP, the ESOP participants
primarily included core cadres and key personnel who
played an important role in the overall performance and
medium to long term development of the Company.
The number of cumulative shares to which any single
holder is entitled to under the ESOP does not account
for more than 1% of the share capital of the Company.
According to the relevant regulations of the CIRC and the
valuation of the Company’s shares by an independent
third-party institution engaged by the Company, and
subject to the approval of the shareholders’ general
meeting of the Company, the subscription price of the
Company’s shares under the ESOP is RMB4 per share.
Shares held in the ESOP are locked in for three years
from the date of listing of the Company. Upon the
expiration of the lockup period, the annual reduction
ratio shall not exceed 25% of the total number of
shares held in the ESOP in principle. As of the Latest
Practicable Date, the interests in the ESOP were held by
3,688 individuals (including five Directors (Mr. ZHANG
Weigong, Mr. ZHAO Zongren, Mr. LI Ke, Mr. PENG
Jihai and Mr. WANG Yongwen), one Supervisor (Mr.
ZHUANG Liang) and eight senior management members
(Mr. NING Shoubo, Mr. XIA Fangchen, Mr. LI Wei, Mr.
NIE Rui, Mr. LIU Yingchun, Mr. DONG Yingqgiu, Ms.
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WANG Zhenling and Mr. YANG Xueli)). The number of
shares to which any single holder is entitled to under
the ESOP does not account for more than 0.12% of
the total issued share capital of the Company. To the
best knowledge of the Company, no single holder of
the ESOP is able to exercise control (for the purpose
of the SFO) thereon.

MAJOR SUBSIDIARIES
As at the end of the Reporting Period, the Company

directly and indirectly controlled four major subsidiaries,
namely Sunshine P&C, Sunshine Life, Sunshine AMC

and Sunshine Surety.

PRE-EMPTIVE RIGHT

During the Reporting Period, the shareholders of the
Company had no pre-emptive right pursuant to the
relevant laws of the PRC and the Articles of Association.

INFORMATION RELATED TO
GLOBAL OFFERING

Issue of H Shares and Listing on the
Hong Kong Stock Exchange

On December 9, 2022, the H Shares of the Company
were listed on the Main Board of the Hong Kong Stock
Exchange with 1,150,152,500 offer shares under global
offering, comprising the Hong Kong Public Offering
of 14,501,000 Hong Kong Offer Shares and the
International Offering of 1,135,651,500 International
Offer Shares at a nominal value of RMB1.00 per H
Share. Shares were issued to and subscribed by Hong
Kong and overseas investors through an initial public
offering at the Offer Price of HK$5.83 per H share
(excluding brokerage fee of 1.0%, SFC transaction levy
of 0.0027%, AFRC transaction levy of 0.00015%, and
Stock Exchange trading fee of 0.005%). In connection
with the Global Offering, the Company grants the Over-

allotment Option to the International Underwriters,

exercisable by the Overall Coordinators (for themselves
and on behalf of the International Underwriters) at
any time during the stabilization period, i.e. from the
listing date until January 4, 2023, being the 30th day
from the last day for lodging applications under the
Hong Kong Public Offering, to require the Company
to issue up to an aggregate of 172,522,500 additional
Offer Shares, representing approximately 15% of the
number of Offer Shares initially being offered under
the Global Offering, at the Final Offer Price, to solely
cover over-allocations in the International Offering, if
any. Over-allotment Option was not exercised during

the stabilization period and lapsed on January 4, 2023.

Gross Proceeds from the Global
Offering

Based on the final Offer Price of HK$5.83 per Offer
Share, the net proceeds from the Global Offering
to be received by the Company, after deduction of
the underwriting commissions and other estimated
expenses payable by the Company in connection with
the Global Offering, is approximately HK$6.458 billion.

We intend to use the net proceeds from the Global
Offering (after deducting underwriting commissions
and estimated expenses payable by us in connection
with the Global Offering) to strengthen our capital base
to support the continued growth of our business. As
of the Latest Practicable Date, there was no change
in the intended use of net proceeds from the Global
Offering as disclosed in the Prospectus and the expected
implementation timetable. From the Listing Date until
the Latest Practicable Date, the Group has not used any
part of the net proceeds and will use the net proceeds
pursuant to the intended use and is expected that the
net proceeds will be fully utilised before the end of
2023.
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Details on the intended use of net proceeds from the
Global Offering and the expected timing of the use are
set out in the Future Plans and Use of Proceeds section
in the Prospectus of the Company.

PURCHASE, SALE ORREDEMPTION
OF LISTED SECURITIES

From the listing date to the end of the Reporting
Period, the Company or any of its subsidiaries had not
purchased, sold or redeemed any of its listed securities.

ISSUANCE OF DEBENTURES
As of the Latest Practicable Date, details of the bonds
issued but not yet redeemed by the Group were as

follows:

In April 2016, upon filing with the NDRC, Sunshine
Life issued three kinds of offshore senior bonds with a
total principal amount of USD1.5 billion, including the
bond of a principal amount of US$500 million with a
coupon rate of 2.50% maturing in 2019, the bond of
a principal amount of US$700 million with a coupon
rate of 3.15% maturing in 2021, and the bond of a
principal amount of US$300 million with a coupon rate
of 4.50% maturing in 2026, respectively. The proceeds
raised from the issuance of such bonds will be used for
working capital and general corporate purposes. As of
the Latest Practicable Date, bonds with a total principal
amount of USD300 million for a term of 10 years and

with a coupon rate of 4.5% were not yet redeemed.

In March 2021, as approved by the PBOC and the
CBIRC, Sunshine Life issued capital supplementary
bonds with a total principal amount of RMB5 billion
for a term of 10 years, and with a coupon rate of
4.4% and an interest to be paid annually, which can be
redeemed at the end of the fifth year. The coupon rate
will be raised to 5.4% if the bonds are not redeemed.

In December 2021, as approved by the PBOC and
the CBIRC, Sunshine P&C issued capital supplementary
bonds with a total principal amount of RMB5 billion
for a term of 10 years, and with a coupon rate of
4.5% and an interest to be paid annually, which are
allowed to be redeemed at the end of the fifth year.
The coupon rate will be raised to 5.5% if the bonds
are not redeemed.

CHARITABLE
DONATIONS
During the Reporting Period, the Group had charitable

AND OTHER

and other donations of approximately RMB18.38 million

in aggregate.

DIRECTORS
During the Reporting Period and as of the Latest
Practicable Date, the Directors of the Company were

as follows:

Executive Directors

Mr. ZHANG Weigong (Chairman of the Board and Chief
Executive Officer)

Mr. ZHAO Zongren (Vice Chairman of the Board)

Mr. LI Ke

Mr. PENG Jihai

Mr. WANG Yongwen

Non-executive Directors
Mr. WANG Jingwei
Mr. YUAN Mouzhen

Independent non-executive Directors
Mr. MA Guangyuan

Mr. LIU Zhanging

Mr. WANG Jianxin

Mr. GAO Bin

Ms. JIA Ning
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SERVICE CONTRACTS OF

DIRECTORS AND SUPERVISORS

Pursuant to Rules 19A.54 and 19A.55 of the Listing
Rules, we have entered into a contract with each of our
Directors and Supervisors in respect of, among other
things, (i) compliance with relevant laws and regulations,
(i) observance of the Articles of Association, and (iii)

provisions on arbitration.

During the Reporting Period, none of the Directors
or Supervisors entered into any service contract with
the Company or its subsidiaries which could not
be terminated within one year without payment of
compensation other than statutory compensation.

DIRECTORS’ AND SUPERVISORS’
INTERESTS IN TRANSACTION,
ARRANGEMENT OR CONTRACT

During the Reporting Period, none of the Directors,
Supervisors or their connected entities had any material
interest, either directly or indirectly, in any transaction,
arrangement or contract of significance in relation to
the Company, to which the Company or any of its

subsidiaries was a party.

PERMITTED INDEMNITY

Subject to the relevant statutes, every Director shall be
indemnified by the Company against all costs, charges,
expenses, losses and liabilities which he/she may sustain
or incur in or about the execution of his/her office or
which may attach thereto. The Company has purchased
insurance against the liabilities and costs associated

with proceedings which may be against the Directors.

DIRECTORS’, SUPERVISORS" AND
CHIEF EXECUTIVE'S INTERESTS IN

SHARES
As at the end of the Reporting Period, the following

Directors, Supervisors and chief executive had the
following interests and/or short positions 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) upon the listing of H shares which
are required to be notified to the Company and the
Hong Kong Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including the interest and/or
short position taken or deemed to be held under the
relevant provisions of the SFO), or are required to be
notified to the Company and the Hong Kong Stock
Exchange under the Model Code upon the listing of H
shares, or are required to be recorded in the register
required to be kept under Section 352 of the SFO.
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Approximate

percentage of

Approximate

total issued  percentage of

Number of Nature of domestic total issued

Name Position(s) Capacity Class of shares shares interest  share capital  share capital

(%) (%)

ZHANG Weigong ™ Executive Director, Interest of controlled ~ Domestic Shares  1,315,000,000  Long position 12.70 11.43
Chairman and chief ~ corporation

executive officer Others Domestic Shares 10,799,373 Long position 0.10 0.09

ZHAO Zongren © Executive Director Others Domestic Shares 11,810,335 Long position 0.11 0.10

LI Ke ¥ Executive Director Others Domestic Shares 12,263,949 Long position 0.12 0.11

PENG Jihai © Executive Director Others Domestic Shares 6,832,297 Long position 0.07 0.06

WANG Yongwen ©  Executive Director Others Domestic Shares 6,439,812 Long position 0.06 0.06

Notes:

Beijing Bangchen Zhengtai Investment Co., Ltd. (At RHR
EZEEAFR AT (“Bangchen Zhengtai”) directly holds
470,900,000 domestic shares of the Company. Beijing Hengyi
Shengtai Investment Management Center (Limited Partnership)
(tREERFREETEPL(ERER) (“Beijing Hengyi”), a
limited partnership incorporated under the laws of the PRC as
an investment vehicle, directly holds 99.99% equity interests
in Bangchen Zhengtai. Tibet Hengyi Investment Management
Co., Ltd. (FRIERIRAEIRERAA) (“Tibet Hengyi”) is
the general partner of Beijing Hengyi. Mr. ZHANG Weigong
directly holds 99.00% equity interests in Tibet Hengyi.

Shanghai Xuchang Technology Co., Ltd. (L/8BAEEHGR
‘A 7)) (“Shanghai Xuchang”) directly holds 470,900,000
domestic shares of the Company. Shanghai Xule Investment
Partnership (Limited Partnership) (F/8 /B2 & & BB E(BIR
A%)) (“Shanghai Xule”), a limited partnership incorporated
under the laws of the PRC as an investment vehicle, directly
holds 99.99% equity interests in Shanghai Xuchang. Tibet
Hengyi is the general partner of Shanghai Xule.

Shannan Hongquan Equity Investment Co., Ltd. (LUFEF5AS
IR E BBRAR]) (“Shannan Hongquan”) directly holds
373,200,000 domestic shares of the Company. Ningbo Dingzhi
Jintong Equity Investment Center (Limited Partnership) (2% 18
BoBiERE D O(BRAR)) ("Ningbo Dingzhi Jintong”),
a limited partnership incorporated under the laws of the PRC
as an investment vehicle, directly holds 95.98% equity interests
in Shannan Hongquan. Tibet Hengyi the general partner of
Ningbo Dingzhi Jintong.

According to the Disclosure of Interests Form filed by Mr.
ZHANG Weigong on December 22, 2022, 100,000,000 shares
and 144,620,000 shares were pledged by Bangchen Zhengtai
and Shanghai Xuchang, respectively.

Mr. ZHANG Weigong indirectly holds 10,799,373 domestic
shares of the Company through participation in the Employee
Share Ownership Plan.

Mr. ZHAO Zongren indirectly holds 11,810,335 domestic shares
of the Company through participation in the Employee Share
Ownership Plan.
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(4)  Mr. LI Ke indirectly holds 12,263,949 domestic shares of
the Company through participation in the Employee Share
Ownership Plan.

(5)  Mr. PENG Jihai indirectly holds 6,832,297 domestic shares of
the Company through participation in the Employee Share
Ownership Plan.

(6)  Mr. WANG Yongwen indirectly holds 6,439,812 domestic
shares of the Company through participation in the Employee
Share Ownership Plan.

Save as disclosed above, as at the end of the Reporting
Period, none of the Directors, Supervisors or chief
executive of the Company had any interests and/or
short positions in the shares or debentures of the
Company or any of its associated corporations (within
the meaning of Part XV of the SFO) upon the listing
of H shares which are required to be notified to the
Company and the Hong Kong Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including
the interest and/or short position taken or deemed to
be held under the relevant provisions of the SFO), or are
required to be notified to the Company and the Hong
Kong Stock Exchange under the Model Code upon
the listing of H shares, or are required to be recorded
in the register required to be kept under Section 352
of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

During the Reporting Period, none of the Company
or its subsidiaries had entered into any arrangements
which enable the Directors to acquire benefits by means
of the acquisition of shares in, or debentures of, the
Company or any other legal entities.

DIRECTORS’, SUPERVISORS’
AND SENIOR MANAGEMENT’S
FINANCIAL, BUSINESS AND

FAMILY RELATIONSHIPS

During the Reporting Period, there were no relationships
in respect of finance, business, or family among the
Directors, Supervisors and senior management of the

Company.

DIRECTORS® INTERESTS
COMPETING BUSINESS

During the Reporting Period, none of the Directors had

IN

engaged in or had any interest in any business which
competes or is likely to compete with the businesses
of the Group and which is required to be disclosed
pursuant to the Hong Kong Listing Rules.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS
OR SHORT POSITIONS IN SHARES OR UNDERLYING SHARES OF THE
COMPANY

As at the end of the Reporting Period, to the best knowledge of the Directors, the following persons (other
than the Directors, Supervisors or chief executive of the Company) had interests or short positions in the shares
or underlying shares of the Company which would fall to be disclosed to the Company and the Hong Kong
Stock Exchange pursuant to the provisions of Divisions 2 and 3 of Part XV of the SFO, and were recorded in
the register required to be kept by the Company pursuant to Section 336 of the SFO, or were, either directly or

indirectly, interested in 5% or more of the nominal value of any class of share capital.

Approximate ~ Approximate
Percentage Percentage of
Number of Nature of  of Class of Issued Share

Equity Holder Name Nature of Interest Class of Shares Shares Interest Shares Capital
(%) (%)
Beijing Ruiteng Yihong Investment Management  Beneficial owner Domestic shares 700,000,000  Long position 6.76 6.09

Co., Ltd. Gt RHEERREERARLR)
("Ruiteng Yihong") "

Beijing Ruiyu Jinhe Investment Management Interest of controlled Domestic shares 700,000,000  Long position 6.76 6.09
Center (Limited Partnership) (1t Zi &4 4 corporation
REEERL(ERAY) ("Beijing Ruiyu
Jinhe") ¥
Tibet Ruiyu Investment Management Co., Ltd. (7 Interest of controlled Domestic shares  1,300,000,000  Long position 12.56 1130
BIREREEBEARAT) ("Tibet Ruiyu’) "®  corporation
YUAN Tao @ Interest of controlled ~ Domestic shares ~ 1,300,000,000  Long position 12.56 11.30
corporation
Duilongdeging Yizhuo Investment Management  Interest of controlled Domestic shares 700,000,000  Long position 6.76 6.09
Co., Ld. (EEEELZREERERAR) O corporation
Septwolves (Xiamen) Wealth Management Co.,  Interest of controlled ~ Domestic shares 700,000,000  Long position 6.76 6.09
Ltd. (PRI EERERAR) O corporation
Septwolves Group Holding Co., Ltd. (K TERER  Interest of controlled Domestic shares 700,000,000  Long position 6.76 6.09
SERHERLT) (“Septwolves Holding”) ' corporation
Beneficial owner Domestic shares 100,000,000  Long position 097 0.87
Fujian Septwolves Group Co., Ltd. Interest of controlled Domestic shares 700,000,000  Long position 6.76 6.09
(BRTIREEARRA)" corporation
Interest of controlled ~ Domestic shares 100,000,000  Long position 0.97 0.87

corporation
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>
Approximate ~ Approximate §
Percentage Percentage of ;
Number of Nature of  of Class of Issued Share “
Equity Holder Name Nature of Interest Class of Shares Shares Interest Shares Capital
(%) (%)
ZHOU Yongwei Interest of controlled ~ Domestic shares 700,000,000  Long position 6.76 6.09
corporation =
Interest of controlled ~ Domestic shares 100,000,000  Long position 0.97 0.87 :z:
corporation =
ZHOU Shaoxiong Interest of controlled ~ Domestic shares 700,000,000  Long position 6.76 6.09 g E
corporation § ;
Interest of controlled Domestic shares 100,000,000  Long position 097 0.87 é E
corporation g
ZHOU Shaoming Interest of controlled ~ Domestic shares 700,000,000  Long position 6.76 6.09 =
corporation m
Interest of controlled Domestic shares 100,000,000  Long position 097 0.87 §
corporation o
Lhasa Fengming Construction Machinery Sales Beneficial owner Domestic shares 600,000,000  Long position 5.80 5.22 o
Co, ltd. (TERHTREREERRLT) >
(“Lhasa Fengming") ¥ E

Shenzhen Qianhai Ruiyu Taihe Investment Center  Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22
(Limited Partnership) (RA[RTERERAEZER  corporation

L(BFAH)) (" Shenzhen Qianhai Ruiyu”) 3
Anxin Qiansheng Wealth Management (Shenzhen)  Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22 §
Co., Utd. (REEEHEER(RINERAA) @ corporation =_>°|
Essence Fund Management Co., Ltd. Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22 5
(REESERAREMLR) corporation =
Minmetals Capital Holdings Limited Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22 %
(REEAERAERRR) @ corporation E
Minmetals Capital Company Limited Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22
(ABEARNBRAF) @ corporation %
Essence Securities Co., Ltd. (ZEEHRHER Interest of controlled Domestic shares 600,000,000  Long position 5.80 5.22 ,(ﬁ
na)@ corporation g
SDIC Capital Co, Ltd. (EREARRGERAE) @ Interest of controlled  Domestic shares 600,000,000 Long position 5.80 5.22 E
corporation g
S
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Approximate  Approximate

Percentage Percentage of

Number of Nature of  of Class of Issued Share
Equity Holder Name Nature of Interest Class of Shares Shares Interest Shares Capital
(%) (%)
Jiangsu Tiancheng Property Development Co., Ltd.  Beneficial owner Domestic shares 600,000,000  Long position 5.80 5.22
(IERANFEREREMEAT) ("iangsu
Tiancheng") ®
Shenzhen Qianhai Ruilian No. 7 Investment Center  Interest of controlled Domestic shares 600,000,000  Long position 5.80 5.22
(Limited Partnership) (RYIBTEkRERZER  corporation
LERAH)©
Huashan Ruilian Fund Management Co., Ltd. Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22
(EVEEESEREBAF) ("Huashan corporation
Ruilian") ¥
Tibet Hongyu Enterprise Management Co,, Ltd. Interest of controlled Domestic shares 600,000,000  Long position 5.80 5.22
(ERLELEERERAT corporation
Hainan Hongyu Industry Investment Co., Ltd. (& Interest of controlled Domestic shares 600,000,000  Long position 5.80 5.22
EEN YNGR corporation
Beijing Hongyu Consulting Management Co., Ltd.  Interest of controlled Domestic shares 600,000,000  Long position 5.80 5.22
EREEARERARLA)Y corporation
CHEN Zhijie ® Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22
corporation
Huatai Zijin Investment Co., Ltd. ERZE%EA  Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22
REMAF) ("Huatai Zijin") © corporation
Huatai Securities Co., Ltd. (EZREFRHERL  Interest of controlled  Domestic shares 600,000,000 Long position 5.80 5.2
a)) @ corporation
Jiangsu Huatai Ruilian Buyout Fund (Limited Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22
Partnership) (T&ERMBHEES(BRA corporation
g)o
Nanjing Ruilian Management Consulting Interest of controlled ~ Domestic shares 600,000,000  Long position 5.80 5.22
Partnership (Limited Partnership) (BFRHMEE  corporation
HAABLR(ARAY)C
Nanjing Gloria Union Buyout Fund One (LP.) (B Interest of controlled Domestic shares 600,000,000  Long position 5.80 5.22
RERGHRHEES-RERRY)Y corporation
Jiangsu Yonggang Group Co,, Ltd. (L& XH%EE  Beneficial owner Domestic shares 523,700,000  Long position 5.06 4.55

ARAF) ("Jiangsu Yonggang”)
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Approximate ~ Approximate

Percentage Percentage of

Number of Nature of  of Class of Issued Share
Equity Holder Name Nature of Interest Class of Shares Shares Interest Shares Capital
(%) (%)
Everrising Holdings Co., Ltd. Interest of controlled ~ Domestic shares 523,700,000  Long position 5.06 4.55
(kEERBERAR) ¢ corporation
Suzhou Yongyuan Holding Co., Ltd. Interest of controlled Domestic shares 523,700,000  Long position 5.06 4.55
(FMARERERAR) @ corporation
Bangchen Zhengtai © Beneficial owner Domestic shares 470,900,000  Long position 4.55 4.09
Beijing Hengyi © Interest of controlled ~ Domestic shares 470,900,000  Long position 4.55 4.09
corporation
Shanghai Xuchang © Beneficial owner Domestic shares 470,900,000  Long position 4.55 4.09
Shanghai Xule © Interest of controlled ~ Domestic shares 470,900,000  Long position 4.55 4.09
corporation
Shannan Honggquan Beneficial owner Domestic shares 373,200,000  Long position 3.61 3.4
Ningbo Dingzhi Jintong Interest of controlled Domestic shares 373,200,000  Long position 361 324
corporation
Tibet Hengyi ©617 Controlled corporation  Domestic shares ~ 1,315,000,000  Long position 12.70 11.43
Shanghai Loyal Valley Investment Management Interest of controlled Domestic shares  1,315,000,000  Long position 12.70 11.43
Co, Ltd. (EEEDAREERBRARF) corporation
(“Shanghai Loyal Valley") ® © 7
LIN Lijun & © @) Interest of controlled Domestic shares  1,315,000,000  Long position 12.70 11.43
corporation
GONG Ruilin @ Spouse’s interests Domestic shares  1,315,000,000  Long position 12.70 11.43
Shanghai Shengle Investment Partnership (Limited ~ Interest of controlled ~ Domestic shares 941,800,000  Long position 9.10 8.19
Partnership) (/82 &ﬁA%ﬁi(ﬁﬁEé\%)) corporation
("Shanghai Shengle”) ©
Shanghai Baolin Enterprise Management Co., Ltd.  Interest of controlled Domestic shares 941,800,000  Long position 9.10 8.19
(DEEROXERERAR) 06 corporation
Shanghai Baohe Enterprise Management Co., Ltd. Interest of controlled ~ Domestic shares 941,800,000  Long position 9.10 8.19
(HEERMZERERAR corporation
Shangha| Baoxin Enterprise Management Co., Ltd.  Interest of controlled Domestic shares 941,800,000  Long position 9.10 8.19
(DERITCXERERAR) 06 corporation
Shanghai Baoyao Enterprise Management Co., Interest of controlled Domestic shares 941,800,000  Long position 9.10 8.19

Ltd (EEBRAEERBRAR) OO

corporation
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Approximate  Approximate
Percentage Percentage of

Number of Nature of  of Class of Issued Share

Equity Holder Name Nature of Interest Class of Shares Shares Interest Shares Capital

(%) (%)

Wealth Smart International Holdings Limited (8% Interest of controlled ~ Domestic shares 941,800,000  Long position 9.10 8.19
ERERERAR) OO corporation

Cheer Wealthy Holdings Limited Interest of controlled ~ Domestic shares 941,800,000  Long position 9.10 8.19
(RIRERERAR) OO corporation

Beijing Chengtong Financial Holding Investment ~ Beneficial owner Domestic shares 700,000,000  Long position 6.76 6.09

Co, Ltd. (ERAMBEBREBRAA)
("Beijing Chengtong”)

China Chengtong Holdings Group Ltd. (REIE&E  Beneficial owner Domestic shares 350,000,000  Long position 338 3.04

& EAR A7) ("China Chengtong”) ©  Interest of controlled ~ Domestic shares 700,000,000 Long position 6.76 6.09
corporation

CCB International Capital Limited % Underwriter H shares 172,522,500 Long position 15.00 1.50

Underwriter H shares 250,849,000  Short position 21.81 2.18

CCB International (Holdings) Limited Interest of controlled ~ H shares 172,522,500 Long position 15.00 1.50
corporation

Interest of controlled ~ H shares 250,849,000  Short position 21.81 218
corporation

(CB Financial Holdings Limited ” Interest of controlled ~ H shares 172,522,500 Long position 15.00 1.50
corporation

Interest of controlled ~ H shares 250,849,000  Short position 21.81 218
corporation

(CB International Group Holdings Limited 1” Interest of controlled ~ H shares 172,522,500 Long position 15.00 1.50
corporation

Interest of controlled ~ H shares 250,849,000  Short position 21.81 218
corporation

China Construction Bank Corporation Interest of controlled H shares 172,522,500 Long position 15.00 1.50
corporation

Interest of controlled ~ H shares 250,849,000  Short position 21.81 218
corporation

Central Huijin Investment Ltd. 19 Interest of controlled ~ H shares 172,522,500 Long position 15.00 1.50
corporation

Interest of controlled ~ H shares 250,849,000  Short position 21.81 218

corporation
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Approximate ~ Approximate

Percentage Percentage of

Number of Nature of ~ of Class of Issued Share
Equity Holder Name Nature of Interest Class of Shares Shares Interest Shares Capital
(%) (%)
CHINA GUANGFA BANK-LION FUND-QDIINO 35 Beneficial owner H shares 271,985,500 Long position 23.65 236
HAITONG ASSET MANAGEMENT ANYING HAI Beneficial owner H shares 78,326,500  Long position 6.81 0.68
WAINO.20 DIRECTIONAL INVESTMENT
SCHEME
SOCIETE GENERALE Beneficial owner H shares 92,480,000  Long position 8.04 0.84
Orient Fund Management Co., Ltd. Trustee H shares 71,186,000  Long position 6.19 0.62
CITIC Trust Co., Ltd. - Shanghai Haisheng QDI Trustee H shares 81,616,000  Long position 7.10 0.71
Trust Financial Investment Project Phase
202201
CITIC Trust Co.,Ltd. - Fangda Special Steel Trustee H shares 78,722,000 Long position 6.84 0.68
QDI Trust Financial Investment Project Phase
202201
Qianhai International Holdings Limited (BIEIE  Beneficial owner H shares 67,091,500  Long position 5.83 0.58
ARERRE)
Nanshan SEI Investment QDII Trust Financial Others H shares 67,091,500  Long position 5.83 0.58

Investment Project Phase 202201 1™

Notes:

(M

Ruiteng Yihong holds 700,000,000 domestic shares of
the Company. Beijing Ruiyu Jinhe, a limited partnership
incorporated under the laws of the PRC as an investment
vehicle, which holds 99.99% interest in Ruiteng Yihong. Tibet
Ruiyu and Duilongdeging Yizhuo Investment Management
Co., Ltd. are general partners of Beijing Ruiyu Jinhe. Tibet
Ruiyu is held as to 99.00% by Yuantao. Duilongdeqing Yizhuo
Investment Management Co., Ltd. is held as to 99.98% by
Septwolves (Xiamen) Wealth Management Co., Ltd. Septwolves
(Xiamen) Wealth Management Co., Ltd. is held as to 96.67%
by Septwolves Holding. Septwolves Holding also directly and
indirectly holds a total of 77.1% partnership interest in Beijing
Ruiyu Jinhe as its limited partner. Septwolves Holding is held as
t0 82.86% by Fujian Septwolves Group Co., Ltd., which in turn
is ultimately controlled by Zhou Yongwei, Zhou Shaoxiong and
Zhou Shaoming, who are related to each other as brothers. At
the same time, Septwolves Holding directly holds 100,000,000
Domestic Shares in the Company.

According to the Disclosure of Interests Form filed by Septwolves
Holding on December 23, 2022, 100,000,000 shares were
pledged by Septwolves Holding.

Lhasa Fengming holds 600,000,000 Domestic Shares in the
Company. Shenzhen Qianhai Ruiyu is a limited partnership
incorporated under the laws of PRC as an investment vehicle,
which holds 66.67% interest in Lhasa Fengming. Tibet Ruiyu is
a general partner of Shenzhen Qianhai Ruiyu. Anxin Qiansheng
Wealth Management (Shenzhen) Co., Ltd. holds a partnership
interest of 99.95% in Shenzhen Qianhai Ruiyu as its sole limited
partner. Anxin Qiansheng Wealth Management (Shenzhen)
Co., Ltd. is wholly owned by Essence Fund Management Co.,
Ltd., which is in turn held as to 39.84% and 33.95% by
Minmetals Capital Holdings Limited and Essence Securities
Co., Ltd. respectively. Minmetals Capital Holdings Limited
is wholly owned by Minmetals Capital Company Limited, a
company listed on the Shanghai Stock Exchange (stock code:
600390). Essence Securities Co., Ltd. is held as to 99.99%
by SDIC Capital Co., Ltd., a company listed on the Shanghai
Stock Exchange (stock code: 600061).
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Jiangsu Tiancheng directly holds 600,000,000 Domestic Shares
in the Company. Shenzhen Qianhai Ruilian No. 7 Investment
Center (Limited Partnership) is a limited partnership incorporated
under the laws of PRC as an investment vehicle, which holds
99.9967% interest in Jiangsu Tiancheng. Huashan Ruilian and
Huatai Zijin are general partners of Shenzhen Qianhai Ruilian
No. 7 Investment Center (Limited Partnership). Huashan Ruilian
is held as to 70.52% by Tibet Hongyu Enterprise Management
Co., Ltd., which is in turn held as to 49.36% directly and
indirectly by Beijing Hongyu Consulting Management Co., Ltd
through Hainan Hongyu Industry Investment Co., Ltd. Beijing
Hongyu Consulting Management Co., Ltd. is held as to 90% by
Chen Zhijie. Huatai Zijin is wholly owned by Huatai Securities
Co., Ltd., a company listed on the Shanghai Stock Exchange
(stock code: 601688), the Hong Kong Stock Exchange (stock
code: 06886) and the London Stock Exchange (symbol: HTSC).

Jiangsu Huatai Ruilian Buyout Fund (Limited Partnership) is a
limited partner of Shenzhen Qianhai Ruilian No. 7 Investment
Center (Limited Partnership), holding a 41.65% partnership
interest. The general partner of Jiangsu Huatai Ruilian Buyout
Fund (Limited Partnership) is Nanjing Ruilian Management
Consulting Partnership (Limited Partnership), which is in turn
beneficially owned by Huashan Ruilian. Nanjing Gloria Union
Buyout Fund One (L.P.) holds a partnership interest of 60.47 %
in Jiangsu Huatai Ruilian Buyout Fund (Limited Partnership)
as its limited partner, which is in turn beneficially owned by
Huashan Ruilian and Huatai Zijin.

Jiangsu Yonggang directly holds 523,700,000 domestic shares
in the Company. Jiangsu Yonggang is held as to 33.68% by
Everrising Holdings Co., Ltd. Everrising Holdings is held as to
75.00% by Suzhou Yongyuan Holding Co., Ltd.

According to the Disclosure of Interests Form filed by Jiangsu
Yonggang on December 22, 2022, 256,850,000 shares were
pledged by Jiangsu Yonggang.

Bangchen Zhengtai directly holds 470,900,000 Domestic
Shares in the Company. Beijing Hengyi is a limited partnership
incorporated under the laws of PRC as an investment vehicle,
which directly holds a 99.99% interest in Bangchen Zhengtai.
Tibet Hengyi and Shanghai Loyal Valley are the general partners
of Beijing Hengyi. Tibet Hengyi is directly held as to 99.00% by
ZHANG Weigong and Shanghai Loyal Valley is wholly owned
by LIN Lijun.

According to the Disclosure of Interests Form filed by Mr.
ZHANG Weigong on December 22, 2022, 100,000,000 shares
were pledged by Bangchen Zhengtai.

Shanghai Shengle holds a 91.75% partnership interest in
Beijing Hengyi as its limited partner. Shanghai Shengle is a
limited partnership incorporated under the laws of PRC as an
investment vehicle; its general partner is Shanghai Loyal Valley,
and its limited partners include Shanghai Baolin Enterprise
Management Co., Ltd. and Shanghai Baohe Enterprise
Management Co. Ltd., each of which hold a partnership
interest of 44.05%. Shanghai Baolin Enterprise Management
Co., Ltd. is wholly owned by Shanghai Baoxin Enterprise
Management Co., Ltd., which is in turn wholly owned by
Wealth Smart International Holdings Limited; Shanghai Baohe
Enterprise Management Co., Ltd. is wholly owned by Shanghai
Baoyao Enterprise Management Co., Ltd., which is in turn
wholly owned by Cheer Wealthy Holdings Limited.

Shanghai Xuchang directly holds 470,900,000 domestic
shares in the Company. Shanghai Xule is a limited partnership
incorporated under the laws of PRC as an investment vehicle,
which directly holds a 99.99% interest in Shanghai Xuchang.
Tibet Hengyi and Shanghai Loyal Valley are the general partners
of Shanghai Xule. Shanghai Shengle holds a partnership
interest of 99.92% in Shanghai Xule as its sole limited partner.

According to the Disclosure of Interests Form filed by Mr.
ZHANG Weigong on December 22, 2022, 144,620,000 shares
were pledged by Shanghai Xuchang.

Shannan Hongquan directly holds 373,200,000 domestic shares
in the Company. Ningbo Dingzhi Jintong is a limited partnership
incorporated under the laws of PRC as an investment vehicle,
and directly holds a 95.98% interest in Shannan Hongquan.
Tibet Hengyi and Shanghai Loyal Valley are the general partners
of Ningbo Dingzhi Jintong.

GONG Ruilin'is the spouse of LIN Lijun, and therefore is deemed
to be interested in the equity interest of LIN Lijun.

Beijing Chengtong directly holds 700,000,000 domestic
shares in the Company, and China Chengtong directly
holds 350,000,000 domestic shares in the Company. Beijing
Chengtong is wholly owned by China Chengtong, which
is controlled by the State-owned Assets Supervision and
Administration Commission of the State Council.
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(10) CCB International Capital Limited directly holds 172,522,500 H
shares (long positions) subject to Over-allotment Option (Over-
allotment Option lapsed on January 4, 2023.) and 250,849,000
H share (short positions) CCB International Capital Limited
is wholly owned by CCB International (Holdings) Limited.
CCB International (Holdings) Limited is wholly owned by CCB
Financial Holdings Limited. CCB Financial Holdings Limited is
wholly owned by CCB International Group Holdings Limited.
CCB International Group Holdings Limited is wholly owned
by China Construction Bank Corporation. Central Huijin
Investment Ltd. directly holds a 57.11% interest in China
Construction Bank Corporation.

(11)  According to the Disclosure of Interests Form filed by Qianhai
International Holdings Co., Limited on December 14, 2022,
Qianhai International Holdings Co., Limited is directly held by
Qianhai Financial Holdings Co., Ltd.

(12)  According to the Disclosure of Interests Form filed by Nanshan
SEI Investment QDII Trust Financial Investment Project Phase
202201 on December 12, 2022, Nanshan SEI Investment QDII
Trust Financial Investment Project Phase 202201 is managed
by CITIC Trust Co., Ltd. as the trustee which is the holder
of shares, and the trust beneficiary is Shenzhen Nanshan SEl
Investment Co., Ltd.

(13) The information disclosed above were based on the information
provided on the website of the Hong Kong Stock Exchange at
www.hkexnews.hk.

(14) According to Section 336 of the SFO, shareholders of the
Company are required to file disclosure of interests forms
when certain criteria are fulfilled. When the shareholdings of
the shareholders in the Company change, it is not necessary
for the shareholders to notify the Company and the Hong Kong
Stock Exchange unless certain criteria are fulfilled. Therefore,
the latest shareholdings of the shareholders in the Company
may be different from the shareholdings filed with the Hong
Kong Stock Exchange.

Save as disclosed above, as at the end of the Reporting
Period, so far as the Directors were aware, no other
person (other than the Directors, Supervisors or
chief executive of the Company) had any interest or
short position in the shares or underlying shares of
the Company which are required to be disclosed or
recorded in the register of the Company to be kept
under Section 336 of the SFO.

ADMINISTRATION

MANAGEMENT CONTRACTS
During the Reporting Period, the Company had not

AND

entered into any administration and management
contracts with respect to the entire or principal activities
of the Company.

AUDIT COMMITTEE

The Audit Committee of the Board has reviewed the
audited financial statements of the Group for the year
ended December 31, 2022.

CORPORATE GOVERNANCE

A report on the principal corporate governance practices
adopted by the Company is set out in the section
headed “Corporate Governance Report” in this annual

report.

AUDITOR

During the Reporting Period, Ernst & Young Hua
Ming LLP and Ernst & Young were appointed as the
auditor of the Company for the financial statements
prepared in accordance with PRC GAAP and for the
financial statements prepared in accordance with IFRS,

respectively.

The Company did not change its auditors in the past

three years.

The consolidated financial statements of the Company
for the year ended December 31, 2022 have been
audited by Ernst & Young Hua Ming LLP and Ernst &
Young.

By order of the Board
Sunshine Insurance Group Company Limited
ZHANG Weigong
Chairman of the Board of Directors
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During the Reporting Period, all members of the Board
of Supervisors performed their duties faithfully and
diligently in accordance with the relevant provisions of
the PRC Company Law, the Articles of Association and
other laws and regulations, regulatory provisions and
the Company’s internal rules and regulations, and in
line with the regulatory regulations of insurance and
the institutional requirements of the Hong Kong Stock
Exchange for listed insurance enterprises, to clarify job
responsibilities, improve working mechanisms, refine
work contents, and be responsible for the interests
of shareholders and the Company, so as to give full
play to the role of the Board of Supervisors to assist
the Company in building a customer-driven insurance
group of high-value.

COMPOSITION AND CHANGES OF
THE BOARD OF SUPERVISORS

As at the Latest Practicable Date, the Board of
Supervisors of the Company consisted of Mr. ZHUANG
Liang, Chairman of the Board of Supervisors (employee
supervisor), Ms. ZHANG Di, Supervisor (shareholder
supervisor) and Ms. WANG Zhe, Supervisor (external
supervisor). The number, composition, qualification and
appointment and removal procedures of the Board of
Supervisors are strictly in accordance with the Company
Law, the relevant regulations of the Chinese insurance
regulatory authority and the Articles of Association.

As the term of office of the fifth session of the Board
of Supervisors of the Company will expire soon, the
Board of Supervisors held the meeting on March 16,
2023, and considered and approved the Proposal on
the Nomination of Candidates for the Sixth Session
of the Board of Supervisors. The Board of Supervisors
nominated Ms. ZHANG Di as a candidate for shareholder
supervisor of the Sixth session of the Board of Supervisors
of the Company, and Ms. Wang Zhe as a candidate for
external supervisor of the Sixth Session of the Board
of Supervisors of the Company, which will be further
submitted to the general meeting for election. The

Company held the employee representatives’ meeting
on the same day, to elect MR. ZHUANG Liang as the
employee supervisor of the Company, who will form
the Sixth session of the Board of Supervisors of the
Company, together with the supervisors to be elected
at the general meeting of the Company.

For details of the new session of the Board of Supervisors,
please refer to the announcement of the Company
dated March 16, 2023.

MEETINGS OF THE BOARD OF
SUPERVISORS

During the reporting period, the Board of Supervisors
held a total of six meetings, of which four meetings
were held in the form of on-site meetings and two
meetings were held in the form of circulation of written
proposals. A total of 47 proposals were considered and
three reports were heard; and none of the Supervisors
was absent from the above meetings.

On January 25, 2022, the 13th meeting of the Fifth
Session of the Board of Supervisors considered and
unanimously approved three proposals, including
the Proposal on the Consideration of the Fraud Risk
Management Report for 2021 of Sunshine Insurance
Group Company Limited.

On April 2, 2022, the 14th meeting of the Fifth Session
of the Board of Supervisors considered and unanimously
approved 29 proposals, including the Proposal on the
Consideration of the Report on the Work of the Board
of Supervisors for 2021.

On April 18, 2022, the 15th meeting of the Fifth Session
of the Board of Supervisors considered and unanimously
approved the Proposal on the Formulation of the Code
of Professional Ethics for Directors, Supervisors and
Senior Management of Sunshine Insurance Group
Company Limited.
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On May 17, 2022, the 16th meeting of the Fifth Session
of the Board of Supervisors considered and unanimously
approved the Proposal on By-election of Supervisors of
the Company.

On August 29, 2022, the 17th meeting of the Fifth
Session of the Board of Supervisors considered and
unanimously approved five proposals, including the
Proposal on the Consideration of the Interim Work

Report of the Company for 2022.

On November 21, 2022, the 18th meeting of the
Fifth Session of the Board of Supervisors considered
and unanimously approved four proposals, including
the Proposal on the Consideration of Audit Report of
XIA Fangchen, Vice President of the Company during
his term of office, and heard three reports, including
the Report on the Protection of Consumer Rights and
Interests of Sunshine Insurance Group.

SUPERVISION OF PERFORMANCE
OF DUTIES

During the reporting period, members of the Board of
Supervisors attended the shareholders’ general meetings
for two times and the on-site meetings of the Board
of Directors for five times. By attending meetings as
non-voting members, they continuously paid attention
to the overall operation and management activities
and results of the Company, paid close attention to
the Company’s financial and internal control risks, and
supervised the performance of the directors and senior
management; in addition, they further improved the
working mechanism of directors’ evaluation, reviewed
directors’ performance files, directors’ performance
evaluation forms, and reviewed directors’ due diligence

reports and relevant work reports.

The Board of Supervisors is of the view that the directors
and senior management of the Company were able to
comply with the provisions of the Articles of Association
and perform their duties diligently, and achieved good

results in operation and management in 2022.

FINANCIAL SUPERVISION

During the reporting period, the Board of Supervisors
performed its duties of financial supervision of the
Company by considering relevant proposals such as
the Company’s financial reports, business operation
reports, solvency reports and profit distribution plans,
and by supervising and inspecting the Company’s

financial conditions and existing financial systems.

The Board of Supervisors is of the view that the
Company’s audited financial statements for 2022
were prepared in strict accordance with the accounting
standards and insurance regulations, the accounting
treatment followed the principle of consistency, the
provisions of various reserves were adequate and
reasonable, and the data in the statements truly
and fairly reflected the financial position, operating
conditions and operating results of the Company.

INTERNAL CONTROL
COMPLIANCE SUPERVISION

The Board of Supervisors continuously strengthened

AND

its supervision over the compliance management of
the Company and the performance of compliance
management duties by the Board of Directors and the
management. By attending meetings of the Board of
Directors and relevant meetings of the management
and considering the annual compliance report,
the Board of Supervisors gained a comprehensive
understanding of the Company’s annual compliance
work, the construction of the compliance mechanism,
the main compliance risks faced, paid attention to the
new compliance risks that may arise from the new

SN LNOoav

SISATVNV ANV
NOISSNDSIA LNJINIOVNVIN

iANTVA d3aa3iding

(a]
o
=
s
o
=
>
=
m
(n)
o
<
m
=
=
>
=
(@)
m

SYIHLO ANV SLNINILYLS TYIDNYNI



104 CORPORATE GOVERNANCE

REPORT OF THE BOARD OF SUPERVISORS

requirements and tasks arising from the Company'’s
listing in particular, and put forward relevant opinions
and suggestions.

RISK MANAGEMENT
SUPERVISION

The Board of Supervisors continuously supervised the

AND

risk management structure and the control of major
risks, paid close attention to the major risks faced by the
Company and the effectiveness of risk management,
provided timely alerts on major risks, and continuously
supervised the performance of duties and responsibilities
of the Board of Directors and senior management in
reputational risk management, and believed that the
Board of Directors and senior management of the
Company strictly fulfilled the relevant provisions of
the Measures for the Management of Reputational Risk
of Banking and Insurance Institutions (Trial), promoting
the Company to constantly improve the construction
of the reputational risk management mechanism, and
effectively avoiding the occurrence of reputational risk

events.

PERFORMANCE OF DUTIES BY THE
SUPERVISORS

During the reporting period, all Supervisors performed
their duties in strict compliance with laws and regulations,
regulatory norms, the Articles of Association, and
other relevant provisions. They participated in all the
meetings of the Board of Supervisors and made prudent
judgments and deliberations on various issues under
discussion; they actively attended the meetings of the
Board of Directors and shareholders’ general meetings
to gain a detailed understanding of the Company’s
important operating conditions, risk compliance and
other work decisions, and performed their supervisory

duties. They gained a full understanding and supervision

of the Company’s operation, financial situation, risk
management, internal control and audit, and incentive

assessment on senior management.

All Supervisors attached great importance to the
improvement of their professional abilities, and
conducted in-depth studies and understanding of
important supervisory systems in order to better perform
their supervisory duties. At the same time, they made
full use of the internal and external learning platforms
of the Company to strengthen their professional
knowledge and comprehensive skills, and strove to
improve their professional quality and comprehensive

quality.

Besides, the evaluation of the performance of
Supervisors was carried out in accordance with the
requirements of the Measures for Evaluation of the
Performance of Directors and Supervisors of Banking
and Insurance Institutions of the CBIRC, and the
performance files of Supervisors, the performance
evaluation forms of Supervisors, as well as the work
reports related to Supervisors’ performance have been
formed. After the self-evaluation and mutual evaluation
by all the Supervisors, the evaluation results of them

are competent.

The Board of Supervisors is of the view that the
performance of duties of all Supervisors is in compliance
with the PRC Company Law, the Articles of Association
and other laws and regulations, regulatory provisions
and the requirements of the internal rules and
regulations of the Company, and the supervision is

effective.

By Order of the Board of Supervisors
Sunshine Insurance Group Company Limited
Chairman of the Board of Supervisors
ZHUANG Liang
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OVERVIEW

The Company has always been in compliance
with relevant laws and regulations and regulatory
requirements such as the PRC Company Law, the PRC
Insurance Law, the Hong Kong Listing Rules, Guidelines
for Corporate Governance of Banking and Insurance
Institutions, earnestly performed the requirements of
the Articles of Association, adhered to the principles
of good corporate governance, strived for continuously
enhancing the corporate governance standard to ensure
the stable development of the Company and to enhance

shareholders’ value.

The H shares of the Company have been listed on the
Main Board of the Hong Kong Stock Exchange since
December 9, 2022. The Corporate Governance Code
has been applicable to the Company since the Listing
Date and the Company has adopted the Corporate
Governance Code as the basis of corporate governance
practices since the Listing Date. From the Listing Date
to the Latest Practicable Date, save as disclosed in
this Corporate Governance Report, the Company has
complied with all applicable code provisions and, where
applicable, adopted the recommended best practices as

set out in the Corporate Governance Code.

The corporate governance structure chart of the Company is set out as below:

SHAREHOLDERS' GENERALMEETING

The shareholders’ general meeting is the highest
authority of the Company, and shall exercise the
following power in accordance with the law:

(1) decide the business objectives and investment

plans of the Company;

—
N
~

elect and replace the directors who are not
employee representatives, and decide on matters

related to the remuneration of directors;

Shareholders’
General Meeting

Board Board of
of Directors Supervisors
|
Management

(3) elect and replace the supervisors who are not
employee representatives, and decide on matters

related to the remuneration of supervisors;

(4) to consider and approve the report of the Board

of Directors;

(5) to consider and approve the report of the Board
of Supervisors;

(6) consider and approve the annual financial budgets
and final accounting plans of the Company;
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(13)

(14)

(15)

consider and approve the profit distribution plan

and loss recovery plan of the Company;

resolve on the increase or decrease in registered
capital of the Company;

resolve on the issuance of bonds or other
marketable securities by the Company and listing
of the Company;

consider and approve the Company's direct
investment in and establishment of domestic and
overseas companies, over which the Company

exercises its control;

consider and approve on matters such as external
investments, asset acquisition, asset disposal and
write-off and asset pledges that exceeds 20% of

the latest audited total assets of the Company;

consider guarantees pursuant to Article 72 of the

Articles of Association;

discuss and vote on significant matters exceeding
the authority of the Board of Directors;

resolve on matters such as merger, division,
dissolution and liquidation of the Company or

alteration on the form of the Company;

amend the Articles of Association, and to consider
the rules of procedures for the shareholders’
general meeting, the Board of Directors and the

Board of Supervisors;

(16)

resolve on the acquisition of the Company’s

shares;

resolve on the appointment and dismissal and
remuneration of accounting firms of the Company,
which would provide regular and statutory audit
on the Company’s financial reports;

consider the proposals raised by shareholders who,
individually or collectively, hold 3% or more of
shares with voting rights of the Company;

consider and approve the share incentive scheme;

consider the related party/connected transactions
which shall be considered and approved at the
shareholders’ general meeting as provided by
laws, administrative regulations, rules and the
securities regulatory rules of the place where the
Company's shares are listed;

consider other matters which shall be decided at
the shareholders’ general meeting as provided by
laws, regulations, regulatory provisions and the

Articles of Association.

No shareholders’ general meeting of the Company was

held from the Listing Date to the end of the Reporting

Period.
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METHODS OF CONVENING
EXTRAORDINARY GENERAL
MEETINGS AND PROPOSING

RESOLUTIONS BY SHAREHOLDERS

According to the Articles of Association, any
shareholder(s), who, individually or collectively hold
10% or more of the voting shares of the Company
may request in writing to convene an extraordinary
general meeting. If the Board of Directors agrees to
convene such extraordinary general meeting or class
meeting, a notice of convening such extraordinary
general meeting or class meeting shall be issued within
15 days after passing the resolution of the Board of
Directors. Consent of the relevant shareholders must be
sought if the request contained in the notice is different
from the original one. For details of the procedures for
nominating candidates of Directors by shareholders,
please refer to the website of the Company. Specific
enquiries or suggestions by shareholders can be sent
in writing to the Board or by e-mail to the Company.

When the Company convenes a shareholders’ general
meeting, shareholders individually or jointly holding
more than 3% of the total issued voting shares of the
Company shall have the right to submit proposals to
the Company in writing. The Requesting Shareholders
may make interim proposals and submit them to the
convener in writing ten days before the shareholders’
general meeting is convened. The Board shall review

the shareholder’s proposal and submit it to the general

meeting for discussion if the issues involved in the
shareholder’s proposal are directly related to the
Company and do not exceed the terms of reference of
the general meeting as stipulated by laws, regulations
and the Articles of Association. Subject to compliance
with the relevant procedural requirements, the convener
of the general meeting shall notify other shareholders
within two days upon receipt of the proposal. The
contents of the interim proposals shall be within the
business scope of the Company and the scope of duties
of the general meeting and have direct relationship
with the Company, and shall contain specific subjects

and concrete matters for approval.

BOARD OF DIRECTORS

The Board of Directors is accountable to the
shareholders’ general meeting. It shall hold four regular
meetings every year, and hold extraordinary meetings
as required. Notice of regular meetings shall be given
to all Directors and Supervisors in writing or by e-mail
at least fourteen days before the date of the meeting.
Notice of extraordinary meetings shall be given to all
Directors and Supervisors at least five days before the
date of the meeting, but for extraordinary meetings of
the Board of Directors convened due to the Company’s
crisis or other special or emergency situations and with
the unanimous consent of all Directors, the above time
limit shall not apply.

All Directors shall act honestly in the best interests of

the Company.
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Composition
As at the end of the Reporting Period, the Board of Directors shall consisted of 12 Directors, among which 5
were executive Directors, 2 non-executive Directors and 5 independent non-executive Directors. Directors serve

a term of 3 years and may serve consecutive terms if re-elected. Details are as follows:

Name Position(s)

ZHANG Weigong Chairman of the Board, Executive Director and Chief Executive Officer

ZHAO Zongren Vice Chairman of the Board and Executive Director

LI Ke Executive Director and General Manager

PENG lJihai Executive Director, Deputy General Manager, Chief Financial Officer, Head
of Investment and Chief Investment Officer

WANG Yongwen Executive Director, Deputy General Manager and Chief Auditor

WANG Jingwei Non-executive Director

YUAN Mouzhen Non-executive Director

MA Guangyuan Independent Non-executive Director

LIU Zhanging Independent Non-executive Director

WANG Jianxin Independent Non-executive Director

GAO Bin Independent Non-executive Director

JIA Ning Independent Non-executive Director

Note:

(1) As the term of office of the Fifth Session of the Board of Directors of the Company will expire soon, the Board of Directors held the
meeting on March 16, 2023, and considered and approved the Proposal on the Nomination of Candidates for the Sixth Session of the
Board of Directors. The board of Directors nominated the candidates for the Sixth Session of the Board of Directors of the Company,
which will be further submitted to the general meeting for election. The Company held the meeting of employee representatives on
the same day, to elect Mr. HOU Huisheng as the employee director of the Company, who will form the Sixth Session of the Board
of Directors of the Company, together with the directors to be elected at the general meeting. Mr. YUAN Mouzhen will cease to be
the non-executive Director of the Company from the date of election of the Sixth Session of the Board of Directors at the general
meeting upon expiry of his term of office. Mr. MA Guangyuan and Mr. WANG Jianxin will continue to perform the relevant duties
as the chairman and member of various special committees of the Board until the qualification of a newly appointed independent
non-executive director of the Company is approved by the Chinese insurance regulatory authority. For details of the new session of
the Board of Directors, please refer to the announcement of the Company dated March 16, 2023.
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From the Listing Date to the end of the Reporting Period,
the Board of Directors had been at all times in compliance
with Rules 3.10(1) and 3.10(2) of the Hong Kong Listing
Rules which stipulate that an issuer must appoint at
least three independent non-executive Directors and at
least one of the independent non-executive Directors
shall have appropriate professional qualifications or
accounting or related financial management expertise,
and with Rule 3.10A of the Hong Kong Listing Rules
which specifies that an issuer must appoint independent
non-executive Directors representing at least one-third
of the members of the Board.

All Directors (including independent non-executive
Directors) have brought a variety of valuable working
experience and expertise to the Board, enabling the
Board to effectively perform its functions. All Directors
have agreed to disclose to the Company in a timely
manner the number, nature, position, and duration
of office at other listed companies or institutions and
other major appointments in accordance with the

requirements of the Corporate Governance Code.

Corporate Governance Functions

The Company is committed to maintaining the highest
level of corporate governance and the Board plays an
important role to maintain sound corporate governance.
The corporate governance functions of the Board and
its special committees include developing and reviewing
the Company’s policies and practices on corporate
governance; reviewing and monitoring the training
and continuous professional development of Directors
and senior management; reviewing and monitoring
the Company’s policies and practices on compliance
with legal and regulatory requirements; developing,
reviewing and monitoring the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and reviewing the Company’s compliance
with the Corporate Governance Code and disclosure

in the Corporate Governance Report.

Duties and Responsibilities
The Board shall be responsible for the shareholders’
general meeting, and its main responsibilities include,

but are not limited to:

(1) to convene shareholders’ general meetings and to

report to shareholders’ general meetings;

(2) to implement the resolutions of the shareholders’

general meetings;

(3) todetermine operation plans and investment plans
of the Company;

(4) to determine the debt and financial policies of the

Company;,

(5) toformulate annual preliminary and final financial

budgets of the Company;

(6) toformulate the profit distribution plans and plans

for recovery of losses of the Company;

(7) to formulate proposals of the Company regarding
increase or reduction of the registered capital,

issuance of bonds or other securities and listing;

(8) to formulate plans for any substantial acquisition
by the Company, repurchase of the shares of the
Company, or merger, division, dissolution and

change of form of the Company;

(9) to consider and approve matters such as external
investments, purchase of assets, disposal and
write-off of assets and asset mortgage and material
related party transactions, for each occasion the
amount representing less than 20%, but more
than 3% of the latest audited total assets value

of the Company;
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(10)

(11)

(15)

(16)

to formulate management policies in respect of
external investments, purchase of assets, disposal
and write-off of assets, asset mortgage and related
party transactions in accordance with the Articles

of Association;

to consider and approve guarantees authorized
by the shareholders’ general meeting;

to consider and approve any single donation
exceeding more than one point five thousandth
and less than five thousandth of the Company’s
net assets in its most recent audited consolidated
financial statements and any donations made after
accumulated donations of over five thousandth
(but still less than one hundredth) of the Company's
net assets in its most recent audited consolidated

financial statements in one accounting year;

to decide on the establishment of the Company’s

internal management structure;

to appoint or remove the chief executive officer of
the Company or other senior management based
on the nominations of chairman of the Board of
Directors and determine their remuneration and
penalties;

to formulate the basic management policies of
the Company;

to formulate proposals for any amendments to
the Articles of Association;

(17)

to formulate rules of procedure for shareholders’
general meeting and Board of Directors; to
consider and approve the detailed working rules

for the special committees of the Board,;

to manage the disclosure of information of the
Company;,

to hear the working report and review the work

of the chief executive officer of the Company;

to decide on the method of provisioning for
value award fund and its system for usage and

allocation;

to propose to the shareholders’ general meeting
to engage or dismiss accounting firms that provide
regular statutory audit on financial reports of the
Company;,

to select and engage the external auditor for
audit on the Company's directors and senior
management;

other functions and powers conferred by laws,
regulations, regulatory requirements, listing rules
of the stock exchange of the place where the
shares of the Company are listed or the Articles of

Association and by shareholders’ general meetings.
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The Board is a standing decision-making body of the
Company. The Board has set up special committees such
as the Strategy and Investment Decision Committee, the
Risk Management Committee, the Audit Committee,
the Nomination and Remuneration Committee, the
Related Party Transactions Control Committee, the
Consumer Rights Protection Committee and the ESG
(Environment, Social Responsibility and Corporate
Governance) Committee to effectively support the
scientific decision-making and work efficiency of the
Board. When performing their functions, each special
committee may engage independent professionals
or institutions outside the Company to provide
assistance. The Company shall provide conditions for
such assistance, and the reasonable expenses incurred

Summary of Work Undertaken

therefrom shall be borne by the Company. In addition,
the Company has formulated internal policies, including
but not limited to the Articles of Association and the
Terms of Reference of each special committee, to ensure
that the Directors can obtain independent views and
opinions. These policies cover the Company’s rights
in respect of the election procedures and selection
criteria of Directors (including independent non-
executive Directors), the related Directors’ abstaining
from voting system, and the independent non-executive
Directors’ independent review opinions. The Company
has reviewed the implementation and effectiveness of
the above mechanism and is of the view that the above
mechanism can ensure the Board to obtain independent

views and opinions.

During the Reporting Period, the Directors’ attendance records of the Board meeting were as follows:

Attended in  Percentage of Attended by  Percentage of

person/eligible  attendance in  proxy/eligible attendance by

Name to attend person (%) to attend proxy (%)
ZHANG Weigong 9/9 100 0/9 0
ZHAO Zongren 9/9 100 0/9 0
LI Ke 9/9 100 0/9 0
PENG Jihai 9/9 100 0/9 0
WANG Yongwen 9/9 100 0/9 0
WANG Jingwei 9/9 100 0/9 0
YUAN Mouzhen 9/9 100 0/9 0
MA Guangyuan 9/9 100 0/9 0
LIU Zhanging 9/9 100 0/9 0
WANG Jianxin 9/9 100 0/9 0
GAO Bin 9/9 100 0/9 0
JIA Ning 9/9 100 0/9 0

During the Reporting Period, the Board held a total of 9 meetings, at which 70 resolutions were considered and

approved and 3 reports were heard. The Directors have exercised their voting rights prudently and independently

and put forward constructive opinions and suggestions which have effectively facilitated the efficient operation of

corporate governance compliance while driving the improvement of operation and management of the Company.
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DIRECTORS

Responsibility with Respect to Financial
Statements

The management of the Company has provided the
Board with necessary explanations and information
enabling all Directors to consider the Company’s
consolidated financial statements which are submitted
to the Board for approval. The Directors are responsible
for the preparation of financial statements for every
financial year and the interim period thereof which shall
reflect a true and fair view of the business operations
of the Company by implementing proper accounting
policies in accordance with the International Financial
Reporting Standards issued by the International
Accounting Standards Board, and implementing the
accounting regulations issued by the Ministry of Finance
and the Chinese insurance regulatory authority subject
to compliance with the International Financial Reporting
Standards.

The Board has confirmed that it is responsible for
the preparation of the financial statements of the
Company for the year ended December 31, 2022. The
Company is not subject to any material uncertainties
or circumstances which might cast significant doubt on
the Company’s ability to continue as a going concern.

Securities Transactions

From the Listing Date to the end of the Reporting Period,
in respect of dealings in securities by Directors and
Supervisors, the Company had adopted the Model Code
set out in Appendix 10 to the Hong Kong Listing Rules.
Upon specific enquiries by the Company, all Directors
and Supervisors confirmed that they had complied with
the standards set out in the Model Code from the
Listing Date to the end of the Reporting Period.

Training of Directors

During the Reporting Period, all Directors (Mr. ZHANG
Weigong, Mr. ZHAQO Zongren, Mr. LI Ke, Mr. PENG lJihai,
Mr. WANG Yongwen, Mr. WANG Jingwei, Mr. YUAN
Mouzhen, Mr. MA Guangyuan, Mr. LIU Zhanging,
Mr. WANG Jianxin, Mr. GAO Bin and Ms. JIA Ning)
were actively involved in continuous improvement in
professional competence and participated in various
kinds of training activities relating to corporate
governance, the Hong Kong Listing Rules and risk
management which were organised by regulatory
authorities, industrial organisations and the Company,
so as to develop and update their knowledge and skills
and improve their performance ability, with the aim of
making contributions to the Board with comprehensive

information under appropriate circumstances.

Chairman of the Board/CEO

During the Reporting Period, Mr. ZHANG Weigong
served as the chairman of the Board and chief executive
officer of the Company. Mr. ZHANG Weigong, our
founder, has extensive experience in the insurance
industry and is responsible for the business strategies
and overall management. While this will constitute a
deviation from code provision C.2.1 of Appendix 14 to
the Hong Kong Listing Rules, the Board considers that
this structure will not impair the balance of power and
authority between the Board and the management of the
Company. The Board considers that vesting the roles of
chairman of the Board and chief executive officer in Mr.
ZHANG Weigong is beneficial to the business prospects
and operational efficiency of the Company. The balance
of power and authority is ensured by the operation of
the senior management and the Board, which comprises
experienced and high-caliber individuals. The Board
currently comprises five executive Directors (including
Mr. ZHANG Weigong), two non-executive Directors and
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five independent non-executive Directors and therefore
has a high level of independence. The overall strategies
and other key business policies of the Group are made
collectively by the Board after thorough discussion to
ensure the comprehensiveness and reasonableness of
decision-making. The Board will continue to review the
effectiveness of the corporate governance structure of
the Group in order to assess whether separation of
the roles of chairman of the Board and chief executive

officer is necessary.

In order to meet the needs of the Company’s listing
on The Stock Exchange of Hong Kong Limited and the
strategic transformation and development under the
new situation, strengthen the stability of the Company's
development and mechanism optimization, boost the
healthy and sustainable development of the Company,
and draw on the effective practices of global corporate
governance, the Board approved the establishment of
the joint chief executive officer (Joint CEO) mechanism
on March 29, 2023 to effectively reinforce the collective
decision-making of the Executive Committee and
continuously improve the management and execution
capability of the Company, and Mr. LI Ke, and Mr. PENG
Jihai were appointed as joint chief executive officers. The
joint chief executive officers shall exercise management
leadership over the relevant business segments under
the leadership or authority of the Chairman of the
Board/CEO of the Company, respectively.

Term of Office of Non-executive
Directors
The term of office of non-executive Directors (including

independent non-executive Directors) is three years.

Independence of Independent Non-
executive Directors

Each of independent non-executive Director has complied
with the independence guidance requirements set out

in Rule 3.13 of the Hong Kong Listing Rules, and have
submitted their letters of confirmation regarding their
independence to the Company. As such, the Company
considers that all independent non-executive Directors

are still independent.

Nomination of Directors

The Nomination and Remuneration Committee of the
Board of Directors is mainly responsible for proposing
candidates for Directors, reviewing and making
recommendations to the Board of Directors and the
Supervisory Committee on the nomination of candidates

for Directors, Supervisors and senior management.

Remuneration of Directors

The Board has established the Nomination and
Remuneration Committee with written terms of
reference. As at the end of the Reporting Period, the
Nomination and Remuneration Committee consisted
of three independent non-executive Directors, being
Mr. MA Guangyuan (chairman), Mr. LIU Zhanging and
Mr. GAO Bin.

The Articles of Association provide that the remuneration
of the Directors shall be determined by the shareholders’
general meetings of the Company from time to time.
The Articles of Association provide that the Company
shall enter into written contracts with the Directors in
respect of remuneration matters with prior approval
by the shareholders’ general meetings. In 2022, except
for independent non-executive Directors who received
Directors' fees from the Company, all other Directors
did not receive any remuneration from the Company
in the capacity of Directors. Executive Directors
received remuneration in accordance with their
specific management positions in the Company. The
remuneration packages of independent non-executive
Directors are determined based on the Company’s

actual situations with reference to market benchmarks.
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SPECIAL COMMITTEES OF THE
BOARD

There are seven special committees under the
Board, namely the Strategy and Investment Decision
Committee, the Risk Management Committee, the
Audit Committee, the Nomination and Remuneration
Committee, the Related Party Transactions Control
Committee, the Consumer Rights Protection Committee
and the ESG (Environment, Social Responsibility and
Corporate Governance) Committee. Each committee
provides opinions and suggestions to the Board with
respect to matters within the scope of its responsibilities.
The duties and operation process of each special
committee are explicitly stipulated in their respective
terms of reference.

COMPOSITION OF THE STRATEGY
AND INVESTMENT DECISION
COMMITTEE

As at the end of the Reporting Period, the Strategy
and Investment Decision Committee comprised three
Directors, including two executive Directors and one

independent non-executive Director.

LI Ke (Executive Director)
PENG Jihai MA

Guangyuan (Independent Non-executive

Chairman:
Members: (Executive Director),

Director)

Duties and responsibilities

The main duties of the Strategy and Investment Decision
Committee are reviewing and making proposals on
the Company’s medium and long-term development
strategies and major investment decisions, and making
decisions on related matters within the authority of the

Board of Directors.

REPORT

The Strategy and Investment Decision Committee
shall have a comprehensive understanding of the
development of the Company’s strategic planning and
investment management, supervise the effectiveness
of the strategic management and investment decision-
making system, undertake the relevant responsibilities
of the Company’s asset and liability management,
review and make comments and suggestions to the
Board on the following matters:

and

the medium-

development strategies;

(1) Company's long-term

major issues related to the strategic development
of the Company;

annual work report of the Company;

the Company’s investment principles, investment

directions, investment systems and basic
management systems submitted by the strategy and

investment management functional departments;

the investment area, investment scope, investment

plan, etc. of the Company;

the overall objectives and strategies of the

Company’s asset and liability management;

the organizational system, decision-making system
and risk management policy for asset and liability
management and asset allocation;

asset allocation policy and its adjustment plan;

other matters to be considered and the reports

and proposals to be considered by the Board.
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Summary of work undertaken

During the Reporting Period, the Strategy and Investment Decision Committee held a total of 5 meetings, and

considered and approved 13 resolutions.

Attendance records of the meetings were as follows:

Attended in  Percentage of Attended by  Percentage of

person/eligible  attendance in  proxy/eligible attendance by

Name to attend person (%) to attend proxy (%)
LI Ke 5/5 100 0/5 0
PENG Jihai 5/5 100 0/5 0
MA Guangyuan 5/5 100 0/5 0

During the Reporting Period, the Strategy and Investment
Decision Committee thoroughly studied and discussed
the Group’s three-year development strategy, three-
year capital plan, annual work report, interim work
report, asset allocation plan and other matters, and
put forward opinions and suggestions on medium and
long-term development strategy and major investment
decisions.

RISK MANAGEMENT COMMITTEE
Composition

As at the end of the Reporting Period, the Risk
Management Committee comprised three Directors,
including two executive Directors and one independent

non-executive Director.

Chairman: ZHAO Zongren (Executive Director)
PENG Jihai (Executive Director), JIA Ning

(Independent Non-executive Director)

Members:

Duties and responsibilities

The main duties of the Risk Management Committee
are reviewing and making suggestions and
recommendations to the Board of Directors on the basic
principles, overall goals, fundamental policies, basic
systems of risk management, annual risk assessment
reports as well as risk assessment of major decisions

and solutions to major risks.

The Risk Management Committee shall fully understand
the major risks faced by the Company and their
management status, supervise the effectiveness of the
risk management system, review the following matters

and provide opinions and suggestions to the Board:

(1) basic principles and overall objectives of risk
management, including the overall objectives,
risk appetite and risk tolerance of solvency risk

management;

(2) basic systems and basic policies for risk
management, including risk management policies

for solvency risk management;
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(3) theestablishmentanddutiesoftherisk management (9) to assess the risks of significant operational
institution, including the organizational structure and management matters of the Group, and to
and duties of solvency risk management; consider solutions to significant matters affecting

solvency management;

(4) risk assessment of major decisions;

(10) reports on major investments of the Company;

(5) solutions to significant risks;

(11) to examine material risk exposures disclosed by

(6) annual risk assessment report, internal control the Company;
report and compliance report;

(12) other matters to be considered.

(7) the solvency report of the Group, the solvency
risk assessment report of the Group and other Summary of work undertaken
special risk reports to fully understand the various  During the Reporting Period, the Risk Management
risks faced by the Group and its major member Committee held a total of 3 meetings, and considered

companies and their management status; and approved 13 resolutions.

(8) to evaluate the effectiveness of the operation of  Attendance records of the meetings were as follows:

the solvency risk management system;

Attended in  Percentage of Attended by  Percentage of
person/eligible  attendance in  proxy/eligible attendance by

Name to attend person (%) to attend proxy (%)
ZHAO Zongren 3/3 100 0/3 0
PENG lJihai 3/3 100 0/3 0
JIA Ning 3/3 100 0/3 0

During the Reporting Period, the Risk Management Committee conducted in-depth research and considered the
Group’s fraud risk management, solvency, risk assessment, the company’s risk appetite and compliance reports,

etc., and performed the duties of risk management and internal control review.
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AUDIT COMMITTEE

Composition

As at the end of the Reporting Period, the Audit
Committee comprised three Directors including two
independent non-executive Directors and one non-
executive Director, with an independent non-executive

Director serving as the chairman.

Chairman: WANG lJianxin (Independent Non-executive
Director)

Members: GAO Bin (Independent Non-executive

Director), WANG Jingwei (Non-executive

Director)

Duties and responsibilities

The Audit Committee is mainly responsible for regularly
reviewing the internal control assessment reports
submitted by the internal audit department, the risk
assessment reports submitted by the risk management
department, and the compliance reports submitted by
the compliance management department; and making
suggestions and recommendations for improvement
to the Board of Directors on the Company’s internal

control, risks and compliance issues.

The main duties and authorities of the Audit Committee

include:

(1) to make proposals regarding the appointment,
reappointment, removal or replacement of the
external auditors, to approve the remuneration
and appointment terms applicable to the external
auditors, and attend to any issues related to the

external auditors’ resignation or dismissal,

to review and monitor the external auditors’
independence and objectivity and the effectiveness
of the audit process in accordance with applicable
standards; the Audit Committee shall discuss the
nature and scope of audit and related reporting
responsibilities with the external auditors prior to
the commencement of the audit;

to develop and implement policies on engaging
external auditors to provide non-audit services.
For this purpose, external auditors include any
entity which is under common control, ownership
or management with the audit firm or any
entity which a reasonably informed third party
knowing all relevant information would reasonably
conclude to be part of the audit firm nationally
or internationally. The Audit Committee should
report and make recommendations to the Board
on any matters where action or improvement is

needed;

toreview the Company’sinternal audit management
system and make recommendations to the Board;

to provide guidance on the effective operation
of the Company’s internal audit, review the
Company’s annual internal audit plan, internal
audit budget and human resources plan, and make
recommendations to the Board and be responsible
for the management and implementation after
consideration and approval by the Board;

to review the internal audit report, assess the
internal audit results and supervise the rectification
of material issues;
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(7)

to review the integrity of the Company’s financial
statements, annual reports, accounts, interim
reports and (if to be published) quarterly reports,
review and express opinions on the significant
opinions on financial reporting contained in the
statements and reports. Prior to the submission of
the relevant statements and reports to the Board,
the Audit Committee shall specifically review
the following issues: any changes in accounting
policies and practices; major judgmental areas;
significant adjustments resulting from audit; the
going concern assumptions and any qualified
opinions; compliance with accounting standards;
and compliance with the Listing Rules and legal
requirements in relation to financial reporting.
For the purpose of this subsection, the Audit
Committee should liaise with the Board and the
senior management of the Company. The Audit
Committee must meet, at least twice a year, with
the auditors of the Company. The Audit Committee
shall consider any significant or unusual items
that shall be, or may need to be, reflected in
such reports and financial statements, and shall
give due consideration to any matters that have
been raised by the responsible personnel from
the Company’s internal accounting and finance,
internal audit, compliance departments or the
auditors;

to review the financial control and internal control
system of the Company;

to evaluate the work of the responsible auditors
and give opinions to the Board, and receive report
from the responsible auditors on the progress of
the audit work at least quarterly;

(10)

(11)

to discuss the risk management and internal
control systems with the management to ensure
that the management has performed its duty to
build and maintain effective systems. The content
of this discussion should include the adequacy of
resources, staff qualifications and experience for
accounting and financial reporting functions, and
the adequacy of the staff training programmes
and the related budget;

to consider major investigation findings on risk
management and internal control matters and the
management’s response to these findings on its

own initiative or as delegated by the Board;

to ensure the coordination between internal and
external auditors; to ensure that the internal audit
function is adequately resourced for operation and
has appropriate standing within the Company, and

to review and monitor its effectiveness;

to review the financial and accounting policies of
the Group (including the Company and subsidiaries
within the scope of the consolidated statements)

and their implementation;

to review the external auditors’ management
letter to the management, any significant queries
raised by the auditors to the management about
accounting records, financial accounts or control
systems and the management’s response;

to ensure that the Board provides a timely response
to the issues raised in the external auditors’

management letter to the management;
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(16) to report to the Board on the above matters and
other matters set out in the code provision C.3.3
of Appendix 14 to the Listing Rules (and the

provisions as amended from time to time);

(17) to consider other topics as identified by the Board,;

(18) to review the arrangements of the Company
which enable its employees to raise concern, on
a confidential basis, over any possible misconduct
in financial reporting, internal control or other
aspects of the Company. The Audit Committee
shall ensure that proper arrangements are made
for the Company to conduct fair and independent
investigation on such matters and take appropriate

(19) to perform the role as a major representative of
the Company to liaise with the external auditors
and supervise their relationship;

(20) other duties and authorities conferred by laws,
regulations, regulatory requirements, securities
regulatory rules of the place where the Company’s

shares are listed and the Board of the Company.

Summary of work undertaken
During the Reporting Period, the Audit Committee held
a total of 5 meetings, and considered and approved

26 resolutions.

Attendance records of the meetings were as follows:

actions;
Attended in  Percentage of Attended by  Percentage of
person/eligible  attendance in  proxy/eligible attendance by
Name to attend person (%) to attend proxy (%)
WANG Jianxin 5/5 100 0/5 0
GAO Bin 5/5 100 0/5 0
WANG Jingwei 5/5 100 0/5 0

During the Reporting Period, the Audit Committee
discussed and considered the annual audit report,
interim financial report, appointment of annual audit
institution, internal audit work report, compliance
report, internal control audit report and other matters,
and provided the Board with opinions and advice
relating to finance, internal control and compliance in
a timely manner, which kept enhancing the corporate
governance level of the Company.

NOMINATION AND
REMUNERATION COMMITTEE
Composition

As at the end of the Reporting Period, the Nomination
and Remuneration Committee comprised three

independent non-executive Directors.

Chairman: MA Guangyuan (Independent Non-
executive Director)
Member:  LIU Zhanging (Independent Non-executive

Director), GAO Bin (Independent Non-
executive Director)
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Duties and responsibilities

The Nomination and Remuneration Committee is
mainly responsible for reviewing the election system,
assessment standards and remuneration incentives for
directors and senior management; proposing candidates
for directors, reviewing and making recommendations
to the Board of Directors and the Board of Supervisors
on candidates of directors, supervisors and senior
management; and conducting performance appraisals of
senior management. The Nomination and Remuneration
Committee shall avoid being influenced by shareholders
in exercising the above functions and powers and
exercise the right to nominate directors independently
and prudently.

The main duties and authorities of the Nomination and
Remuneration Committee are as follows:
(1) to review the criteria and procedures for selecting

Directors and the senior management;

to review the qualification of the Directors,
Supervisors and the senior management and make

recommendations;

to at least annually review the structure, size
and constitution of the Board (including skills,
knowledge and experience) and to make
recommendations about the proposed changes to
the Board in order to complement the Company’s

strategies;

to identify individuals suitably qualified to serve
as a member of the Board, select and nominate
such individuals or make recommendations to the
Board on the selection of individuals nominated
for directorships;

(5)

(12)

to assess the independence of independent

Directors;

to make recommendations to the Board on the
appointment or re-appointment of Directors and
succession planning for Directors, in particular the
chairman of the Board and chief executive officer;

to review the appraisal standards and remuneration
incentives for Directors and the senior management,
and to make recommendation to the Board on the
Company’s policy and structure for all Directors
and the senior management’s remuneration and
on the establishment of a formal and transparent
procedure for developing remuneration policy;

to review and approve the management’s
remuneration proposals with reference to the
Board's corporate goals and objectives;

to assess the performance of the Directors and
the senior management’s duties, conduct annual
performance appraisals of the senior management
and make recommendations to the Board;

the of the
remuneration policies of the Company;

to supervise implementation

to make recommendations to the Board on the
remuneration package of an executive Director or
a member of the senior management, including
benefits in kind, pension rights and compensation
payments, including the compensation payable for

loss or termination of their office or appointment;

to make recommendations to the Board on the

remuneration of non-executive Directors;



Sunshine Insurance Group Company Limited | 2022 Annual Report 121

(13) to consider salaries paid by comparable companies,
time commitment and responsibilities and

employment conditions elsewhere in the Company;

(14) to review and approve compensation payable to
executive Directors and the senior management for
any loss or termination of office or appointment to
ensure that it is consistent with contractual terms
or on terms that are otherwise fair and reasonable

and not excessive;

(15) toreview and approve compensation arrangements
relating to dismissal or removal of Directors for
misconduct to ensure that they are consistent with
contractual terms or on terms that are otherwise

reasonable and appropriate;

Attended in
person/required

(16) to ensure that no Director or any of his/her
associates (as defined under the Hong Kong
Listing Rules) is involved in deciding his/her own
remuneration;

(17) to review and determine other matters in

accordance with the laws, regulations, regulatory

provisions and securities regulatory rules of the
place where the Company’s shares are listed, or

under the authorization of the Board.

Summary of Work undertaken

During the Reporting Period, the Nomination and
Remuneration Committee held a total of 6 meetings,
at which16 resolutions were considered and approved.

The attendance records of the meetings are as follows:

Percentage of Attended by

proxy/required

Percentage of

attendance in attendance by

Name attendance person (%) attendance proxy (%)
MA Guangyuan 6/6 100 0/6 0
LIU Zhanging 6/6 100 0/6 0
GAO Bin 6/6 100 0/6 0

During the Reporting Period, the Nomination and
Remuneration Committee earnestly performed its
duties, discussed and considered matters such as the
remuneration management measures, the results of
the performance evaluation of senior management,
the assessment and incentive scheme, the Director
Nomination Policy and the Board Diversity Policy, so
as to urge the Company to improve the incentive and
restraint mechanism and continuously improve the
effectiveness of the incentive mechanism.

According to the provisions of laws and regulations,
normative documents, regulatory requirements and
the Articles of Association, the election of Director
candidates shall first go through preliminary review
by the Nomination and Remuneration Committee that
shall then make nomination to the Board, and the Board
shall propose the candidates to the general meeting
of the Company for election by way of resolutions.
Members of the Board shall finally be elected by the
general meeting of the Company. The Nomination and

Remuneration Committee shall provide opinions on its
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review and consideration and recommend candidates
to the Board in accordance with the provisions of the
nomination rules, after comprehensive consideration
of the size and order of the number of shares held by
the nominating shareholders, the qualifications and
cultural identities of the nominated candidates, and the
Diversity Policy. Pursuant to the Corporate Governance
Code, the Board of Directors of the Company continued
to implement the Diversity Policy. Pursuant to the Board
Diversity Policy, selection of Board candidates will be
based on a range of diversity perspectives, including
but not limited to gender, age, cultural, educational
background, industry experience, technical capability,
professional qualifications and skills, knowledge, length
of service and other relevant factors. The Board will also
take into account the Company’s business model and
specific needs. The ultimate selection of candidates for
directorship will be based on merit and contribution
that the selected candidates will bring to the Board
of Directors.

The Nomination and Remuneration Committee is
responsible for the supervision of the implementation of
the Board Diversity Policy. Nomination and Remuneration
Committee will review the Board Diversity Policy from
annually to ensure its continued effectiveness. Our
Company will (i) disclose the biographical details of
each Director; and (ii) report on the implementation
of the Board Diversity Policy (including whether we
have achieved board diversity) in its annual corporate
governance report. In particular, the Board has one
female member, and will ensure that at least one
member of the Board is female. In the coming three years
after the Listing, our Company will take the opportunity
to increase the proportion of female members of the
Board when selecting and recommending suitable
candidates for Board appointments to help enhance

gender diversity in accordance with stakeholder

expectations and recommended best practices. The
Company ensures that there are at least one or more
female Directors on the Board of the Company by
December 31, 2024. The current senior management
and the Board of Supervisors consist of multiple female
members. Our Company also intends to promote
gender diversity when recruiting staff at the middle to
senior level so that our Company will have a pipeline
of female senior management and potential successors
to the Board. We plan to offer all-round training to
female employees whom we consider to have suitable
experience, skills and knowledge of our operation
and business, including but not limited to, business
operation, management, accounting and finance, legal
and compliance. We are of the view that such strategy
will offer chances for our Board to identify capable
female employees to be nominated as members of
the Board in the future with an aim to provide our
Board with a pipeline of female candidates to achieve
gender diversity in our Board in the long run. The
Nomination and Remuneration Committee will use its
best endeavors to identify and recommend qualified
female candidates to our Board for its consideration
on appointment of a Director, subject to our Directors:
(i) being satisfied with the competence and experience
of the relevant candidates based on reasonable criteria;
and (ii) fulfilling their fiduciary duties to act in the
best interests of our Company and our Shareholders
as a whole when considering the appointment. Our
Company believes that such merit-based selection
process with reference to our diversity policy and the
nature of our business will be in the best interests of
our Company and our Shareholders as a whole. The
Nomination and Remuneration Committee is of the
view that the composition of the Board during the
Reporting Period meets the requirements of the Board

Diversity policy.
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The Company is committed to ensuring a gender
diversity in our workforce. As at the end of the Reporting
Period, 43.5% of the Company’s employees were male
and 56.5% were female. The Company believes that the
current gender diversity of the Company’s employees is
balanced and will continue to maintain gender diversity
in the employee structure.

RELATED PARTY TRANSACTIONS
CONTROL COMMITTEE
Composition

As at the end of the Reporting Period, the Related
Party Transactions Control Committee consisted of

three Independent Non-executive Directors.

Chairman: LIU Zhanging (Independent Non-executive
Director)
Members:  WANG Jianxin (Independent Non-executive

Director), GAO Bin (Independent Non-

executive Director)

Duties and responsibilities

The Related Party Transactions Control Committee is
mainly responsible for the identification and maintenance
of connected persons, and the management, review,
approval and risk control of connected transactions. The
Related Party Transactions Control Committee focuses

on the compliance, fairness and necessity of related

party transactions, and is responsible for the compliance
of related party transactions. Its main responsibilities
include:

(1) toreview the Company’s related party transaction
management system and submit it to the Board
for approval;

(2) to review significant related party transactions of
the Company and submit them to the Board for

approval;

(3) to file general related party transactions that
have been reviewed through the Company’s
internal management system and authorization

procedures;

(4) toreview special reports on the Company’s related
party transactions and report them to the Board;

(5) to be responsible for the risk control of the

Company’s related party transactions;

(6) to consider other matters related to related party

transactions as authorized by the Board.

Summary of Work undertaken
During the Reporting Period, the Related Party
Transaction Control Committee held 2 meetings to

consider and approve 6 resolutions.
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The attendance records of the meetings are as follows:

Attended in

person/required

Percentage of Attended by  Percentage of

attendance in proxy/required attendance by

Name attendance person (%) attendance proxy (%)
LIU Zhanging 2/2 100 0/2 0
WANG Jianxin 11 100 0/1 0
GAO Bin 171 100 0/1 0
PENG Jihai 11 100 0/1 0
WANG Yongwen 11 100 0/1 0
Notes: Duties and responsibilities

(1) Mr. PENG Jihai and Mr. WANG Yongwen ceased to be members
of the Related Party Transaction Control Committee from April
2,2022.

(2)  Mr. GAO Bin and Mr. Wang lJianxin served as members of
the Related Party Transaction Control Committee from April
2,2022.

During the Reporting Period, the Related Party Transaction
Control Committee discussed and considered matters
such as the special report on related party transactions,
the unified transaction agreement and the management
rules for related party transactions.

CONSUMER RIGHTS PROTECTION
COMMITTEE

Composition

As at the end of the Reporting Period, the Consumer
Rights Protection Committee consisted of three
Directors, including two executive Directors and one
non-executive Director.

Chairman: LI Ke (Executive Director)
Members: WANG Yongwen (Executive Director),

WANG Jingwei (Non-executive Director)

The Consumer Rights Protection Committee is mainly
responsible for submitting work reports on consumer
rights protection and annual reports to the Board of
Directors; instructing and supervising the establishment
and improvement of the management system for
consumer rights protection; supervising the work of
senior management and consumer rights protection
department; reviewing the work reports submitted by
the senior management and consumer rights protection
department, studying on annual audit reports, regulatory
notifications and internal assessment results related to
consumer rights protection, and supervising the senior
management and relevant departments to settle various
problems identified. The Consumer Rights Protection
Committee shall understand the implementation of
the Company’s consumer rights protection work,
ensure that the relevant rules and regulations are in
line with corporate governance, corporate culture
construction and business development strategies,
review the following matters, and provide opinions
and suggestions to the Board of Directors:

(1) the Company’s work strategies, policies and

objectives for consumer rights protection;
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the and

supervision mechanism,

decision-making, implementation
review mechanism,
internal assessment mechanism and information
disclosure mechanism for the protection of

consumer rights and interests of the Company;

the management system of consumer rights

protection of the Company;

the implementation of the Company’s consumer
rights protection strategies, policies and objectives

and the implementation of work;

working reports and annual reports on consumer
rights protection of the Company;

The attendance records of the meetings are as follows:

Attended in
person/required

9

major issues and important policies on consumer

rights protection;
audit reports, regulatory notices and internal
assessment results related to the protection of

consumer rights of the Company;

guidance on the disclosure of material information

on consumer rights protection;

other matters to be considered.

Summary of work undertaken
During the Reporting Period, the Consumer Rights

Protection Committee held a total of 3 meetings, at

which 3 resolutions were considered and approved.

Percentage of
attendance in

Attended by
proxy/required

Percentage of
attendance by

Name attendance person (%) attendance proxy (%)
LI Ke 3/3 100 0/3 0
WANG Yongwen 3/3 100 0/3 0
WANG Jingwei 3/3 100 0/3 0

During the Reporting Period, the Consumer Rights Protection Committee actively performed its duties, discussed

and considered matters such as the annual report and work plan for consumer rights protection and the interim

work report.
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THE ESG (ENVIRONMENT, SOCIAL

RESPONSIBILITY, CORPORATE
GOVERNANCE) COMMITTEE
Composition

As at the end of the Reporting Period, the ESG

(Environmental, Social Responsibility, Corporate
Governance) Committee consisted of three Directors,
including one executive Director and two independent

non-executive Directors.

PENG Jihai (Executive Director)
LIU Zhanging (Independent Non-executive
Director), GAO Bin (Independent Non-

executive Director)

Chairman:

Members:

Duties and responsibilities

The ESG (Environment, Social Responsibility and
Corporate Governance) Committee is mainly responsible
for strengthening and reviewing the matters related
to the environmental protection, social responsibility
and corporate governance strategies of the Company,
assessing and making recommendations on major
decisions related to company business and investment
management that may affect the environment and social
responsibility, as well as the inappropriate attitudes,
words and actions of senior management; assessing
and making recommendations on the qualifications and
performance of investors, shareholders, directors and
significant changes that may change the Company’s
values and affect the stability of corporate governance;
also making recommendations to the shareholders’
general meeting and the supervisory committee
of the Company when necessary; reviewing the
annual corporate social responsibility report and the
environmental, social and governance report which

REPORT

are contained in the Company’s annual report and/or
published separately; reviewing or making decisions
on other matters related to environment, social and

governance.

of the ESG
(Environmental, Social Responsibility and Corporate

The main duties and authorities
Governance) Committee include:

(1) toreview the Company’s environmental, social and
governance vision, objectives and strategies, and
make recommendations on relevant environmental,
social responsibility and governance work to the
Board for approval;
and review

(2) to monitor the

environmental, social responsibility and governance

Company’s

policies and practices to ensure that such policies
and practices are appropriate and comply with
applicable legal and regulatory requirements and

international standards;

to evaluate and make recommendations to the
Board on significant matters relating to corporate
governance, such as changes in shareholders,
changes in directors and senior management, and
to make recommendations to the general meeting
and the Board of Supervisors of the Company

when necessa ry;

to evaluate and make recommendations to the
Board on the impact of the qualification, behavior
and performance of the shareholders, directors and
senior management of the Company on corporate
governance, and to make recommendations to the
general meeting and the Board of Supervisors of

the Company when necessary;



(5)
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to evaluate and make recommendations to the
Board on the establishment of the Company’s
corporate values (including the Company’s
and the Group’s values and culture) and the
implementation of the Company’s values, corporate
culture and business philosophy by the Company’s
shareholders, directors, senior management and
stakeholders, and to make recommendations to
the general meeting and the Board of Supervisors

of the Company when necessary;

In case of any changes to the largest shareholder
of the Company, prior to the consideration of the
Board, the Committee shall evaluate the impact of
corporate governance and make recommendations
to the Board;

in the event of a repurchase of the Company’s
shares or other circumstances which may affect the
stability of the Company’s corporate governance,
the Board and other institutions of the Company
shall seek opinions from the Committee before
taking countermeasures. The Committee may also
make recommendations to the general meeting,
the Board and the management on the measures
to be taken by the Company based on its own
judgment;

(10)

where the chairman of the Board, general manager
and other key personnel of the Company and the
external auditors are dismissed before the expiry
of their terms of office, they shall be assessed by
the Committee before a resolution is made by the

general meeting or the Board;

to monitor the implementation of the Company’s
environmental, social and governance work,

formulate objectives and evaluate work results;

to review the annual Corporate Social Responsibility
Report and the separate environmental, social and
governance reportand/orthesameinthe Company’s
annual report and make recommendations to the

Board for approval,

to review and evaluate the performance of the
Committee and the scope of authority set out in
its work rules to ensure it is operating at maximum
effectiveness and recommend any changes it

considers appropriate to the Board for approval;

to decide on other matters related to environment,

society and governance.

Summary of work undertaken
During the Reporting Period, the ESG (Environment,

Social Responsibility and Corporate Governance)

Committee held a total of 4 meetings and considered

and adopted 5 resolutions.
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The attendance records of the meetings are as follows:

Attended in

person/required

Percentage of Attended by  Percentage of

attendance in proxy/required attendance by

Name attendance person (%) attendance proxy (%)
PENG Jihai 4/4 100 0/4 0
LIU Zhanging 4/4 100 0/4 0
GAO Bin 4/4 100 0/4 0

During the Reporting Period, the ESG (Environmental,
Social Responsibility and Corporate Governance)
Committee discussed and considered the sustainability
report, green finance guidance, and member corporate

governance guidelines and other issues.

RISK MANAGEMENT
INTERNAL CONTROL

The Company is of the view that good risk management

AND

and internal control plays a pivotal role in the operation
of the Company. The Board is ultimately responsible
for the Company’s risk management, internal control
and compliance management to establish an effective
risk management and internal control system and

continuously improve it.

Main Features of the Risk Management
and Internal Control Systems

Risk management and internal control are the foundation
of the Company’s operation and long-term growth. In
recent years, we have devoted significant resources
to improving our risk management and internal
control, establishing a comprehensive and unified risk
management framework and internal control system,
and further strengthening our capabilities in these two

areas.

Our Company has established a matrix risk management
framework. Vertically, our risk management framework
covers the Board of Directors, senior management and
relevant functional departments, and our subsidiaries,
covering each business segment as well as relevant
branches at all levels. Horizontally, we have built our
“three-line” defense mechanism, consisting of relevant
business departments and functional units as the first
line, the risk management departments as the second
line, and the inspection and auditing departments as
the third line. Our “three-line” defense mechanism
operate in accordance with their designated functions
and coordinate with each other. The Board is the highest
decision-making body for overall risk management and
bears the ultimate responsibility for our risk management.
The Board is responsible for the following matters
regarding risk management: (i) approving the overall
objectives of solvency aligned risk management, risk
appetite, risk tolerance and risk management policies;
(i) approving the organizational structure and duties of
solvency aligned risk management; (iii) supervising the
senior management to effectively manage and control
solvency related risks; (iv) approving capital planning;
(v) approving the solvency report; (vi) assuming ultimate
responsibility for managing and responding to major
emergencies and risk events; and (vii) approving other

relevant and significant matters on risk management.
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We have established a specialized Risk Management
Committee under the Board, which performs, amongst
others, the following duties: (i) reviewing the overall
objectives of solvency aligned risk management, risk
appetite, risk tolerance and risk management policies;
(ii) reviewing the organizational structure and duties of
solvency aligned risk management; (iii) reviewing the
solvency and financial condition report and submitting
it to the Board for approval; (iv) reviewing the solvency
aligned risk assessment report and other special reports
on risk management, and keeping abreast of the risks
faced by our Group and principal subsidiaries as well as
the corresponding risk management measures adopted;
(v) assessing the effectiveness of our solvency aligned
risk management system; (vi) assessing the risks in
relation to significant operational and management
matters and reviewing solutions for significant solvency-
related matters; and (vii) other matters as arranged by
the Board.

The Company deems that good internal control is
crucial for the operation of the Company. The Board
is ultimately responsible for the Company’s internal
control and is committed to establishing, implementing
and improving an adequate and effective internal control
system to achieve the internal control objectives. The
Board is responsible for instructing the establishment
of the Company’s internal control management system;
evaluating regularly the soundness, reasonableness
and effectiveness of internal control; considering
and approving the establishment of the Company’s
internal control organization structure, major internal
control policies, and disposal of significant risk events;
setting acceptable risk levels; and providing reasonable
assurance that the Company operates prudently
within the framework of laws and policies. The Audit
Committee under the Board is responsible for overseeing
the Company’s internal control, coordinating internal
control audits and other related matters, studying and

formulating specific measures to strengthen internal

control management, and providing professional advice
and recommendations for the Board's decisions. Each
business department and functional department of
the Company are responsible for the construction
and implementation of internal control and assume
the primary responsibility for the internal control; the
internal control compliance department is responsible
for the pre- and mid-event coordination and planning
of internal control, organization and promotion, real-
time monitoring, regular investigation and review,
and supervision of the rectification of internal control
deficiencies; the internal audit department is responsible
for the independent assessment of and reporting on
the effectiveness of the internal control management
system. The inspection and auditing department
also supervises and evaluates internal control, which
independently assesses and reports on the soundness,
rationality and effectiveness of the internal control
management system and performs the following
internal control duties: (i) formulating and strictly
implementing the internal audit management system,
establishing relevant rules to clarify the responsibilities
and authority of the internal audit organization and
establishing the scope, methods, procedures, reports
and other processes and criteria of internal audits to
ensure the effectiveness of our internal control and
supervision system; (i) implementing comprehensive
supervision and evaluation of the internal control status
of each business unit and conducting annual evaluation
of the soundness, rationality and effectiveness of our
overall internal control. The evaluation results shall be
reported in accordance with the prescribed time and
process, and the feedback shall be provided to the
internal control compliance department at the same
level to ensure that the defects in internal control will
be rectified in a timely manner; and (iii) investigating
the internal control negligence and to hold relevant
personnel accountable, making recommendations
for handling such matter, and be responsible for the

implementation of subsequent decisions.
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Risk Management Techniques and
Implementation

During the Reporting Period, the Company adopted
the following procedures for identifying, evaluating
and managing significant risks:

The Company has always regarded risk management as
one of the core elements of its operation and management
activities, steadily established a comprehensive risk
management system that matches the Group's strategies
and business characteristics, continuously improved the
risk management organizational structure, standardized
the risk management process, adopted qualitative and
quantitative risk management methods and tools,
conducted risk identification, assessment, monitoring
and mitigation, and promoted the sustainable, healthy
and stable development of various businesses of the
Group under the premise of controllable risks. The
Group’s risk management work: (1) The Group has
formed a comprehensive risk management culture
from the Company’s Board of Directors, professional
committees, risk

management, management

departments to all functional departments and
employees, and has gradually established an effective
and smooth risk management work and communication
mechanism, which has laid a solid foundation for
risk management to give full play to its role in daily
business activities. (2) The Company continued to
improve the comprehensive risk management system
in accordance with the C-ROSS regulatory rules and
internal management requirements, covering: firstly,
risk governance, including continuous improvement of
risk governance structure, risk compliance performance
assessment and risk management training; secondly, risk
management strategy and implementation, including
strengthening the construction of risk management
tools such as risk appetite, comprehensive budget,
assets and liabilities, information system and stress test,

establishing emergency management mechanism, and

effectively preventing and resolving emergencies and
major risk events; thirdly, strengthen the management
of insurance risk, market risk, credit risk, liquidity risk,
operational risk, strategic risk, reputational risk, risk
contagion, concentration risk, organizational structure
opaque risk, non-insurance risk, capital and solvency,
and review the operation of the risk system in terms of
system soundness and compliance effectiveness, so as to
promote the continuous improvement of the Company’s
risk management level and risk management capability.
(3) In accordance with regulatory requirements, the
Company has adopted a combination of quantitative
and qualitative methods to determine risk appetite
based on factors such as the Group’s business strategy,
capital position, market environment and the business
characteristics of major member companies, and has
specifically reflected the risk tolerance in terms of capital,
earnings and value, liquidity, operation and reputation.
The Company has strengthened the transmission of
risk appetite, scientifically optimized the risk appetite
limit indicators, and issued the risk limit control plan.
The Company continued to optimize the top-down
risk appetite management mechanism, including the
establishment and preparation, transmission and
implementation, monitoring and early warning, regular
reporting, over-threshold disposal, re-evaluation and
update of risk appetite, and continued to promote
the effective implementation of various risk appetite
management mechanisms. (4) The Group continues
to optimize the risk management process. Under
the guidance and support of the risk management
department, each business and functional department
of the Company identifies the potential risks that affect
the realization of various business objectives of the
Company, analyzes and evaluates the identified risks,
selects corresponding risk strategies for different types
of risks, establishes a risk monitoring system, monitors
and alerts the identified and assessed major risks, reports
to the management of the Company, takes a series of
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countermeasures and mitigation measures for possible
risks in a timely manner, and continuously tracks and
supervises the implementation of risk measures, so as
to effectively reduce the possibility of risks and reduce
the adverse impact on the Company’s operations. (5)
The Company continued to build an intelligent risk
control platform, developed risk compliance modules,
optimized risk indicator monitoring and early warning,
strengthened risk data collection, and continuously
improved the level of scientific and technological risk
control. The Company firmly grasped the red line of
risk, held the bottom line of preventing systemic risks,
continuously improved the ability of risk prediction, and

effectively prevented and controlled risks.

Establishment and Soundness of
Internal Control System

During the Reporting Period, the Company took the
following measures to continuously enhance the
effectiveness of internal control management: (1)
Formulated programmatic documents, namely, the Risk
Control Guidelines and the Guidelines on Evaluation of
Risk Control, and encouraged each member company to
further perfect the risk and internal control management
mechanism of the Company and create a closed loop
of internal control management; (2) In accordance
with the Risk Control Guidelines and other policies,
urged each member company to comprehensively sort
out major risks, regulatory requirements and control
focuses on a regular basis to form a list of key risks,
and work out specific policies and measures for risk
and control to dynamically identify and respond to the
major control focuses; (3) Encouraged each member
company to develop inspection tools and regularly
conduct self-inspection on risks in the line of defense
as well as the soundness and compliance effectiveness

of policies and measures related to internal control

management under its jurisdiction, and promptly
promoted the rectification of control weaknesses
identified; (4) Reqgularly evaluated risks in the first line
of defense and internal control management standards
with qualitative and quantitative evaluation methods by
using on-site and off-site means and internal as well as
the data about internal and external risks and internal
control management; (5) Introduced independent
evaluation organizations of third parties to conduct
annual internal control audits for the Group, Sunshine
P&C, Sunshine Life, Sunshine AMC and Sunshine
Surety, to alert management risks and improve internal
control management; (6) Conducted internal control
and compliance assessment of each member company
of the Group, to promote work through assessment
and strengthen the awareness of internal control and
compliance; (7) Promoted the concept and knowledge
of internal control management through internal and
external training, system promotion and working group
collaboration to enhance the awareness of employees

in internal control.

Procedures and Internal Control
Measures for Handling and Disclosing
Inside Information

The procedures and internal control measures for
identifying, handling and disclosing inside information
include:

* increase the space between the two paragraphs

The Board of Directors of the Company has formulated
and implemented relevant supporting systems including
the Management Measures for Information Disclosure
of Sunshine Insurance Group Company Limited and
gradually established a sound process for the reporting,
identification and disclosure of inside information
to ensure the timeliness and compliance of inside

information disclosure.

SN LNOoav

SISATVNY ANV
NOISSNDSIA LNJINIOVNVIN

iANTVA d3aa3iding

(a]
o
=
s
o
=
>
=
m
(n)
o
<
m
=
=
>
=
(@)
m

SYIHLO ANV SLNINILYLS TYIDNYNI



132 CORPORATE GOVERNANCE

CORPORATE GOVERNANCE REPORT

Through training, sending emails and other means, the
directors, supervisors, senior management and relevant
employees of the Company are encouraged to be aware
of and perform the obligations of information disclosure
under the Guidelines on Disclosure of Inside Information
of the Securities and Futures Commission of Hong Kong
and the Hong Kong Listing Rules.

Evaluation of Effectiveness of Risk
Management and Internal Control
Systems

According to the Risk Management Guidance for
Insurance Companies (Bao Jian Fa [2007] No. 23) and
the the Solvency Regulatory Rules (Il) for Insurance
Companies (Yin Bao Jian Fa [2021] No. 51) and other
regulatory rules, the Company analyzed and evaluated
the risk management system in an all-round way in
2022. The evaluation involved risks faced by the
Company. The emphasis was on the evaluation of
the implementation of risk management framework,
management mechanisms of various risks and risk
management process in all types of risk management.
The evaluation found that the risk management system
of the Company is well operated. The Board and the
management acknowledged the effectiveness of the

risk management system.

In accordance with the Basic Standard for Enterprise
Internal Control (Cai Kuai [2008] No. 7) and related
guidelines, Principal Rules for the Internal Control of
Insurance Companies (Bao Jian Fa [2010] No. 69) and
the requirements of the Hong Kong Listing Rules,
in light of the actual situations of the Company’s
internal control system, the Company carried out
internal control assessment for 2022, and reviewed
the design and operational effectiveness of the internal
control systems of the Company and its subsidiaries
covering all important aspects including financial
control, operational control and compliance control.

The Company focused on major business matters, high-

risk areas and the Company’s capabilities in response to
changes of internal and external environments through
comprehensive use of individual interviews, walk-
through tests, material reviews and special seminars,

etc.

The Board and the management have confirmed that
the control systems were sufficient and effective during
the Reporting Period. Due to the limitations of internal
control and the technical means for internal control
assessment, there might still be risks and deficiencies.
The Company’s risk management framework does
not seek to eliminate all risks, but to control them
within acceptable limits through identification and
understanding to maintain business sustainability
and create long-term value. It also provides only
reasonable but not absolute, assurance against material
misrepresentation or loss. The Company will continue
optimizing its internal control system and strive to ensure
legal compliance, asset security as well as authenticity
and completeness of the financial reports and related
information, to ensure the fulfillment of its strategic
objectives.

BOARD OF SUPERVISORS

During the Reporting Period, the Board of Supervisors, in
accordance with the provisions of the PRC Company Law
and the Articles of Association, earnestly performed its
duties of supervision, enhanced the focus on significant
events of the Company and the supervision over the
performance of the respective duties by the Directors
and senior management, carried out relevant financial
supervision and inspection, and made proposals on the
further implementation of strategies and the prevention
of investment risks to the management, to protect the
interests of the Company, shareholders and employees.
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Composition
As at the end of the Reporting Period, the Board of

Supervisors consisted of three Supervisors, including:

Supervisors: ZHUANG Liang (Chairman of the Board
of Supervisors and Employee Supervisor), Zhang
Di (Shareholder Supervisor), WANG Zhe (External

Supervisor)

Non-employee representative supervisors shall be
elected and removed at the general meeting, while
employee representatives shall be elected or removed
by the employees of the Company through the meeting
of employee representatives, meeting of employees or
other forms of democratic election. Each term of office
of a supervisor is three years and he/she may serve

consecutive terms if re-elected.

Duties and responsibilities

The Board of Supervisors is accountable to the
Shareholders’ general meeting, which is mainly
responsible for examining the Company’s financial affairs
and supervising the act of the Board of Directors and
the senior management who perform the Company’s
duties. Supervisors may attend meetings of the Board
of Directors and raise queries or proposals regarding

matters discussed at such meetings.
The Board of Supervisors may exercise its powers:

(1) toinspect the financial status of the Company; the
Board of Supervisors shall conduct an investigation
and, if necessary, engage accounting firms to
assist it in its work at the Company’s expense in
the event that it discovers any irregularities in the

Company’s operations;

(2)

to supervise the directors and senior management
in the performance of the Company duties and
to propose the removal of directors or senior
management who violate laws, administrative
regulations, the Articles of Association or

resolutions of the general meeting;

if an act of a director and senior management is
detrimental to the Company’s interests, to require

him or her to correct such act;

to verify financial information such as financial
reports, business reports, profit distribution plans,
etc. that the Board of Directors intends to submit
to the general meeting and, if in doubt, to be
able to appoint, in the name of the Company, a
certified public accountant or practicing auditor

to assist in reviewing such information;

to propose the holding of extraordinary general
meetings and, in the event that the Board fails to
perform its duty of convening and presiding over
a general meeting as required by the Company

Law, to convene and preside over such meeting;

to submit proposals to the general meeting;

to represent the Company to negotiate with the
directors and senior management or bringing
actions against directors and senior management
members according to Article 151 of the Company

Law;

other functions and powers as stipulated in laws
and regulations, regulatory requirements and the
Articles of Association.
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Summary of work undertaken

During the Reporting Period, the Board of Supervisors convened a total of 6 meetings, considered and studied

47 resolutions, and heard 3 reports. The attendance records of the meetings of the Board of Supervisors are

as follows:
Attended in  Percentage of Attended by  Percentage of
person/required  attendance in proxy/required attendance by
Name attendance person (%) attendance proxy (%)
ZHUANG Liang 6/6 100 0/6 0
ZHANG Di 2/2 100 0/2 0
WANG Zhe 6/6 100 0/6 0
Notes:

(1) Upon the approval of the CBIRC, Ms. ZHANG Di was appointed
as a supervisor of the Company in June 2022.

The work of the Board of Supervisors is set out in the
section headed “Report of the Board of Supervisors”
of this annual report.

RESPONSIBILITIES OF SENIOR
MANAGEMENT

Senior management include the chief executive
officer, chief operation officer, general manager (i.e.,
a president), deputy general manager (i.e., a vice
president), assistant to general manager (i.e., assistant
to president), secretary to the Board, compliance
officer, financial officer and chief auditing officer. The
senior management shall be accountable to the Board
and shall be subject to the supervision of the Board
of Supervisors. The senior management shall report
the operation and management of the Company and
provide relevant information in a timely, accurate and
complete manner in accordance with the requirements
of the Board of Directors and the Board of Supervisors;
focusing on the Company’s development strategy, the

senior management shall actively and effectively carried

out various operation and management work, and
earnestly implemented the business plan determined
by the Board of Directors, so as to achieve stable
and healthy development of various businesses;
besides, the senior management shall carried out
business management activities in accordance with
the Articles of Association and the authorization of
the Board, actively implemented the resolutions of the
shareholders’ general meetings and the resolutions of
the Board of Directors, and implemented the Company’s
development strategy and business plan; and performed
other important responsibilities as stipulated in relevant
laws, regulations, regulatory requirements, Articles of
Association and the internal management system of
the Company.

JOINT COMPANY SECRETARY

As the joint company secretary of the Company, Mr.
DONG Yinggiu is responsible for advising the Board on
corporate governance and ensuring compliance with
the Board’s policies and procedures, applicable laws,
rules and regulations. During the Reporting Period, the
Company appointed Mr. LAU Kwok Yin, an assistant
vice president of SWCS Corporate Services Group (Hong
Kong) Limited, as the joint company secretary of the



Sunshine Insurance Group Company Limited | 2022 Annual Report 135

Company, to assist Mr. DONG Yinggqiu in discharging his
duties as the joint company secretary of the Company,
so as to maintain good corporate governance and
ensure compliance with the Hong Kong Listing Rules
and applicable Hong Kong laws. The principal contact
person of Mr. Lau Kwok Yin in the Company is Mr.
Dong Yinggqiu.

During the Reporting period, both Mr. Dong Yingqiu
and Mr. Lau Kwok Yin have participated in not less than
15 hours of relevant professional training in compliance

with Rule 3.29 of the Hong Kong Listing Rules.

AUDITOR’S FEES

During the Reporting Period, the Company appointed
Ernst & Young Hua Ming LLP and Ernst & Young (“E&Y")
as the auditors of the Company’s financial statements
under CAS and IFRS respectively. For the year 2022,

the Company paid the following compensation to E&Y:

Unit: RMB million

Name of service Fee
Annual statutory audit services 15
Non-audit service 28
Total 43
Note 1: Non-audit services mainly include listing service fees as the reporting accountants and other advisory services.

ARTICLES OF ASSOCIATION

The Articles of Association became effective from the
date of the issue and listing of the H Shares of the
Company, details of which are set out in the Company's
announcement dated December 8, 2022 on the website
of the Hong Kong Stock Exchange (www.hkexnews.hk)
and the Company’s website (www.sinosig.com).

In order to reflect the changes in the total issued share
capital of the Company and the review opinions of
the relevant regulatory authorities on the Articles of
Association after the Global Offering and the lapse
of the Over-allotment Option of the Company, the
Company made relevant amendments to the registered
capital and the Articles of Association in accordance
with the Resolution on Considering the Plan for the
Initial Public Offering and Listing of H Shares of the
Company on the Main Board of the Hong Kong Stock
Exchange and the Resolution on Requesting the General

Meeting to Authorize the Board and its Authorized
Persons to Handle the Company’s Initial Public Offering
and Listing of H Shares with Full Discretion considered
and approved at the tenth meeting of the fifth session
of the Board of the Company on May 24, 2021 and the
2020 annual general meeting of the Company on June
25, 2021. On March 3, 2023, the Company received
the approval from the CBIRC on the change of the
registered capital of the Company and the amendments
to the Articles of Association. The amended Articles
of Association shall become effective from the date of
approval by the CBIRC (i.e. 2 March 2023).

DIVIDEND POLICY

Any proposed distribution of dividends shall be
formulated by the Board and will be subject to the
approval of the shareholders’ general meeting. A
decision to declare or to pay any dividends and the

amount of any dividends will depend on a number of

SN LNOoav

SISATVNV ANV
NOISSNDSIA LNJINIOVNVIN

iANTVA d3aa3iding

(a]
o
=
s
o
=
>
=
m
(n)
o
<
m
=
=
>
=
(@)
m

SYIHLO ANV SLNINILYLS TYIDNYNI



136 CORPORATE GOVERNANCE

CORPORATE GOVERNANCE

factors, including the Company'’s results of operations,
cash flows, financial condition, capital adequacy ratio,
cash dividends paid by the subsidiaries to the Company,
business prospects, statutory, regulatory and contractual
restrictions on the Company’s declaration and payment
of dividends, and other factors that the Board may
consider important.

INVESTOR RELATIONS

The Company stays committed to good partnerships
with its investors. The Company has established a
shareholders’ communication policy which requires
full disclosure of relevant information to investors
and/or shareholders, strengthen the communication
with investors and/or shareholders through various
channels and enhance the interaction and exchange
between the investors and shareholders and deepen
their understanding of and trust in the Company. For
example, the Company continued to maintain close,
adequate and frank communication with investors
through results announcement conferences, non-
deal roadshows, reception of investors/analysts for
investigation and research, investor relations hotlines
and emails to ensure that all investors have equal access
to the opportunities to communicate with the Company,
so as to better understand the Company’s business
philosophy and development strategy, better recognize
the Company’s value, and establish an open and
transparent market image for the Company. Based on
the above measures, the shareholders’ communication
policy of the Company can be effectively implemented
to ensure the long-term and effective communication

between the Company and its shareholders.

REPORT

The Company has designated the Securities Affairs
Department as the investor relations department.
The contact details include telephone number, email
address, etc. The contact details are listed in the
“Investor Relations” section on the Company’s website
(www.sinosig.com), where the Company’s information
is regularly updated, such as the Company’s annual/
semi-annual results announcement, annual/semi-
annual reports, and other information that needs to

be disclosed.
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INDEPENDENT AUDITOR’S REPORT

To the shareholders of Sunshine Insurance Group Company Limited
(Incorporated in the People’s Republic of China with limited liability)

SN LNOogv

Opinion

We have audited the consolidated financial statements of Sunshine Insurance Group Company Limited (the
“Company"”) and its subsidiaries (the “Group”) set out on pages 145 to 260, which comprise the consolidated
statement of financial position as at 31 December 2022, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the consolidated statement of changes in equity and the

consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position

SISATVNY ANV
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of the Group as at 31 December 2022, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards (“IFRSs”) issued
by the International Accounting Standards Board (“IASB”) and have been properly prepared in compliance with

the disclosure requirements of the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs"”) issued by the Hong

iANTVA d3aa3iding

Kong Institute of Certified Public Accountants (“HKICPA"). Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the consolidated financial statements section of our
report. We are independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code"), and we have fulfilled our other ethical responsibilities in accordance with the Code. We

believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit

IDONVNYIA0D 31VHOLHOD

of the consolidated financial statements of the current period. These matters were addressed in the context
of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. For each matter below, our description of how our audit

addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in relation to these matters. Accordingly, our audit included

the performance of procedures designed to respond to our assessment of the risks of material misstatement of
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the consolidated financial statements. The results of our audit procedures, including the procedures performed to

address the matters below, provide the basis for our audit opinion on the accompanying consolidated financial
statements.
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INDEPENDENT AUDITOR’S REPORT

Key audit matters (continued)

Key audit matter

How our audit addressed the key audit matter

Valuation of long-term life insurance contract liabilities

As at 31 December 2022, the Group’s long-term life
insurance contract liabilities amounted to RMB229,990

million, representing 54% of the Group's total liabilities.

Valuation of long-term life insurance contract liabilities
involved complex actuarial models, and significant
management estimates and judgements over uncertain
future cash flows and actuarial assumptions including
discount rates, insurance incident occurrence rates
(mainly including mortality and morbidity), surrender
rates, expense assumptions and policy dividend
assumptions, etc. We identified valuation of long-term
life insurance contract liabilities as a key audit matter,
as it involved significant estimates and judgements
and could be significantly impacted by the changes in

actuarial assumptions.

Relevant disclosures are included in note 3 (18), note
4, note 34 and note 46 to the consolidated financial

statements.

With the support of our internal experts, the audit

procedures we performed included:

Evaluated and tested the design and operating
effectiveness of key controls over the valuation of
long-term life insurance contract liabilities.

Assessed the appropriateness of the actuarial
valuation methodologies adopted by the Group,
and independently built models to perform
recalculation on long-term life insurance contract

liabilities of selected typical life insurance products.

Assessed key actuarial assumptions by comparing
them to historical experience of the Group and

industry data.

Tested the completeness and accuracy of the
underlying data used in the valuation of long-

term life insurance contract liabilities.

Evaluated the overall reasonableness of the long-
term life insurance contract liabilities by performing
analytical procedures over the movement and
assessing the impact of changes in assumptions.



Sunshine Insurance Group Company Limited | 2022 Annual Report 139

Key audit matters (continued)

Key audit matter

How our audit addressed the key audit matter

Valuation of non-life insurance contract liabilities

As at 31 December 2022, the Group’s non-life insurance
contract liabilities (unearned premium reserves and claim
reserves) amounted to RMB38,396 million, representing
9% of the Group’s total liabilities.

We identified valuation of non-life insurance contract
liabilities as a key audit matter, as it involved significant
judgments by management in selecting the models and
setting the assumptions in the liability adequacy test for
unearned premium reserves and the valuation of claim
reserves, including the claim development factor and
estimated loss ratio, and could be significantly impacted
by the changes in the assumptions.

Relevant disclosures are included in note 3 (18), note
4, note 34 and note 46 to the consolidated financial

statements.

With the support of our internal experts, the audit

procedures we performed included:

e Evaluated and tested the design and operating
effectiveness of key controls over the valuation of
non-life insurance contract liabilities.

e Assessed the appropriateness of the actuarial
valuation methodologies adopted by the Group,
performed independent recalculation on non-life
insurance contract liabilities, and compared our

results to the management record.

e Assessed key actuarial assumptions by comparing
them to historical experience of the Group and

industry data.

e Tested the completeness and accuracy of the
underlying data used in the valuation of non-life

insurance contract liabilities.

e Evaluated the overall reasonableness of the non-
life insurance contract liabilities by performing

analytical procedures over the movement.
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INDEPENDENT AUDITOR’S REPORT

Key audit matters (continued)

Key audit matter

How our audit addressed the key audit matter

Valuation of Level 3 financial assets

As at 31 December 2022, the Group's financial assets
measured at fair value that were classified in Level 3
amounted to RMB18,957 million, representing 4% of

the Group’s total assets.

We identified valuation of Level 3 financial assets as a
key audit matter, as it involved significant management
estimates and judgements in the assessment of valuation
methodologies and significant unobservable inputs,
and could be significantly impacted by use of different
valuation methodologies and changes in significant

unobservable inputs.

Relevant disclosures are included in note 3 (8), note 4

and note 45 to the consolidated financial statements.

With the support of our internal experts, the audit
procedures we performed included:

e Evaluated and tested the design and operating
effectiveness of key controls over the valuation of
Level 3 financial assets.

e Assessed the appropriateness of the valuation
methodologies adopted by the Group, including
comparing them to industry practice and acceptable

valuation methods.

e Assessed key assumptions used in the valuations,
including comparing the significant unobservable
inputs to information available from third-party

sources and market data.

e Performed independent valuation for Level 3
financial assets on a sample basis and compared

our results to the management record.
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Other information included in the Annual Report

The directors of the Company are responsible for the other information. The other information comprises the

SN LNOogv

information included in the Annual Report, other than the consolidated financial statements and our auditor’s
report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this
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other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated financial
statements

The directors of the Company are responsible for the preparation of the consolidated financial statements that
give a true and fair view in accordance with IFRSs issued by the IASB and the disclosure requirements of the
Hong Kong Companies Ordinance, and for such internal control as the directors determine is necessary to enable

iANTVA d3aa3iding

the preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, the directors of the Company are responsible for assessing
the Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors of the Company either intend to liquidate

the Group or to cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for

IDONVNYIA0D 31VHOLHOD

overseeing the Group's financial reporting process.
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INDEPENDENT AUDITOR’S REPORT

Auditor’s responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Our report is made solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence

the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional

scepticism throughout the audit. We also:

e I|dentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group's internal control.

e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by the directors.
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Auditor’s responsibilities for the audit of the consolidated financial
statements (continued)

e  Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,

future events or conditions may cause the Group to cease to continue as a going concern.

e  Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.

e  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our

audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify

during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards

applied.

SN LNOogv

SISATVNY ANV
NOISSNDSIA LNJINIOVNVIN

iANTVA d3aa3iding

IDONVNYIA0D 31VHOLHOD

m
=
>
=
o
>
=
4
5
m
=
m
—
=1
w
o
—
o
o
=
=X
m
=
w




144 FINANCIAL STATEMENTS AND OTHERS

INDEPENDENT AUDITOR’S REPORT

Auditor’s responsibilities for the audit of the consolidated financial
statements (continued)

From the matters communicated with the Audit Committee, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Choi Kam Cheong, Geoffrey.

Ernst & Young
Certified Public Accountants

Hong Kong
29 March 2023
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE YEAR ENDED 31 DECEMBER 2022

(in RMB million)

Gross written premiums
Less: Premiums ceded to reinsurers

Net written premiums
Net change in unearned premium reserves

Net premiums earned

Investment income
Share of profits and losses of associates and joint ventures
Other income

Total revenues

Net policyholders’ benefits and claims:
Life insurance death and other benefits paid
Claims incurred
Changes in long-term life insurance contract liabilities
Policyholder dividends
Interest credited to investment contracts
Commission and brokerage expenses
Finance costs
Other operating and administrative expenses

Total benefits, claims and expenses

Profit before tax
Income tax

Net profit

Attributable to:
Equity owners of the parent
Non-controlling interests

Earnings per share attributable to ordinary equity holders of

the parent:
- Basic

- Diluted

10
10
10
10

11

12
15

16

16

2021
108,740 101,759
(3,844) (3,404)
104,896 98,355
310 (1,073)
105,206 97,282
19,188 17,096
864 2,319
3,320 3,272
128,578 119,969
(32,121) (12,447)
(26,143) (26,630)
(29,167) (38,604)
(2,440) (2,144)
(3,832) (3,470)
(11,198) (11,752)
(1,148) (1,341)
(17,317) (17,856)
(123,366) (114,244)
5,212 5,725
(197) 295
5,015 6,020
4,881 5,883
134 137
RMBO0.47 RMBO.57
RMBO0.47 RMBO.57
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2022

i 048 i) T

Net profit 5,015 6,020

Other comprehensive income

Other comprehensive income that may be reclassified to
profit or loss in subsequent periods:

Net fair value change on available-for-sale financial assets (12,276) 335
Amount transferred to net profit from other comprehensive income 3,980 (2,790)
Share of other comprehensive income of associates and joint ventures 33 (77)
Exchange differences on translating foreign operations 458 (319)
Income tax effect 1,594 843
Other comprehensive income for the year, net of tax (6,211) (2,008)
Total comprehensive income for the year, net of tax (1,196) 4,012

Attributable to:
Equity owners of the parent (1,331) 3,875
Non-controlling interests 135 137
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2022

(in RMB million)

ASSETS

Property and equipment

Right-of-use assets

Investment properties

Investments in associates and joint ventures
Held-to-maturity financial assets

Investments classified as loans and receivables
Term deposits

Statutory deposits

Available-for-sale financial assets

Financial assets at fair value through profit or loss
Securities purchased under agreements to resell
Policy loans

Interest receivables

Premium receivables

Reinsurance assets

Policyholder account assets in respect of investment contracts
Deferred tax assets

Other assets

Cash and short-term time deposits

Total assets

18
19
20
21
22
23
24
25
26
27
28

29
30
31
38
32
33

31 December
Notes 2022

31 December

2021

18,938 18,306
3,051 3,298
9,085 9,372
16,136 28,795
114,704 84,093
35,288 31,191
22,383 22,401
5,418 5,418
169,469 159,501
20,455 12,161
7,375 18,618
11,077 10,464
3,786 3,128
14,825 15,489
3,918 3,391
297 322
2,501 864
9,197 8,147
17,454 6,664
485,357 441,623
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2022

31 December 31 December
(in RMB million) Notes 2022 2021

LIABILITIES AND EQUITY

Liabilities

Insurance contract liabilities 34 268,386 238,976
Investment contract liabilities 35 93,892 86,239
Policyholder dividend payable 5,834 4,150
Lease liabilities 782 922
Bonds payable 36 12,125 12,923
Financial liabilities at fair value through profit or loss 4,546 2,432
Securities sold under agreements to repurchase 37 17,419 12,106
Insurance payables 2,722 2,601
Income tax payables 209 181
Premiums received in advance 3,854 4,515
Deferred tax liabilities 38 61 192
Other liabilities 39 13,508 17,170
Total liabilities 423,338 382,407
Equity

Share capital 40 11,502 10,351
Reserves 41 29,306 29,646
Retained profits 19,933 18,011
Attributable to equity owners of the parent 60,741 58,008
Non-controlling interests 1,278 1,208
Total equity 62,019 59,216
Total liabilities and equity 485,357 441,623

The consolidated financial statements on pages 145 to 260 were approved and authorised for issue by the Board

of Directors on 29 March 2023 and were signed on its behalf.

ZHANG Weigong PENG lJihai
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2022

>
w
Attributable to equity owners of the parent 8
Reserves =
C
Available- U
for-sale
financial ~ Foreign
General  Agriculture Nuclear assets  currency Non-
Share  Capital  Surplus risk catastrophic catastrophic revaluation translation Other ~ Retained controlling
(in RMB millon) capital  reserves  reserves  reserves lossreserves lossreserves  reserves  reserves reserves profits Total interests
As at 1 January 2022 10351 128 1,068 441 57 8 3149 (346) 15 18011 58,008 1208 59216 §
Net profit - - - - - - - - - 48 1 5015 £
Other comprehensive income - - - - - - (6,702) 457 3 - (6212) 1 (6:211) :‘Z’ o
o=
>2
Total comprehensive income - - - - - - (6,702) 457 3 4,881 (1331) 135 (1,19) ,Z> ;
<&
(Lla
Dividend declared - - - - - - - - - (155) (15%3) - (15%) ‘"g
Issue of shares 1,151 455 - - - - - - - - 5,106 - 5,106 o)
Capital injection to subsiciaries - - - - - - - - - - - 2 2 =
Appropriation to surplus reserves - - 256 - - = - = = (256) - - - m
Appropriation to general risk E
feserves - - - 1,146 - - - - - (1,146) - - - g
Appropriation to nuclear I_Un
catastrophic loss resenves - - - - - 4 - - - @) - - = w)
Dividends to non-controling §
interests - - - - - - - - - - - (1) () c
Others - (89) - - - - - - - - (89) 5 (84) m
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2022

Attributable to equity owners of the parent

Reserves
Availgble-
for-sale
finanial ~ Foreign
Agriculture Nuclear asels  currengy Non-
CGapital ~ Suplus General risk ~ catastrophic  catastrophic ~ revaluation ~translation Other  Retained controlling

(in RMB millon) Share copital ~ reserves reserves  resenves  lossreserves lossreserves TESerVES TeSevEs TESerVeS profits Total  interests  Total equity
As at 1 January 2021 10,351 21,710 763 343 57 4 4761 27) 9 4p6  557% 1,151 56,947
Net profit - - - - - - - - - 5,883 5,883 137 6,020
Other comprehensive income - - - - - - (1612) (319 1) - (2,008) - (2,008)
Total comprehensive income - - - - - - (1612) (319 7 5,883 3875 137 4012
Dividend declared - - - - - - - - - (1.242) (1.240) - (1240
Appropriation to surplus reserves - - 305 - - - - - - (305) - - -
Appropriation to general risk

TeSeIves - - - 978 - - - - - (978) - - -
Appropriation to nuclear

catastrophic loss reserves - - - - - 4 - - - o - - -
Dividends to non-controling

interests - - - - - - - - - - - 80) (80)
Others - (83)) - - - - - - - 1 (1) - (1)
As at 31 December 2021 10,351 21,218 1,068 4417 5 8 314 (346) 15 18,011 58,008 1,208 59,216
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2022

(in RMB million)

Net cash inflows from operating activities 43

Cash flows from investing activities

Purchases of property and equipment, intangible assets and other
assets

Disposals of property and equipment, intangible assets and other
assets

Purchases of investments

Disposals of investments

Interest received

Dividends received

Increase in policy loans, net

Others

Net cash outflows from investing activities

Cash flows from financing activities

Proceeds from issue of shares

Increase/(decrease) in securities sold under agreements to
repurchase, net

Proceeds from issuance of asset-backed securities

Repayment of asset-backed securities

Proceeds from bonds issued

Repayment of bonds

Interest paid

Dividends paid

Payment of principal portion of lease liabilities

Others

Net cash inflows/(outflows) from financing activities

Effects of foreign exchange rate changes

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Analysis of balances of cash and cash equivalents
Cash at banks and on hand
Securities purchased under agreements to resell

2021
26,229 44,573
(1,435) (1,698)

66 56

(278,384) (201,074)

237,944 185,934
12,819 12,269
882 950
(613) (1,175)
(34) 52
(28,755) (4,686)
5,772 -
5,313 (19,919)
= 2,750
(4,950) (2,750)
= 10,000
(1,000) (13,570)
(980) (839)
(1,708) (1,513)
(448) (471)
(96) (51)
1,903 (26,363)
170 (64)
(453) 13,460
25,282 11,822
24,829 25,282
17,454 6,664
7,375 18,618
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

1 CORPORATE INFORMATION

Sunshine Insurance Group Company Limited (the “Company”) was established on 27 June 2007 in Shenzhen,
the People’s Republic of China (the “PRC") under the name of Sunshine Insurance Holdings Co., Ltd., according
to the approval by the former China Insurance Regulatory Commission (the “CIRC”). On 23 January 2008, the

Company officially changed its name to Sunshine Insurance Group Company Limited.

The business scope of the Company includes investing in insurance enterprises, supervising and managing
various domestic and overseas businesses of subsidiaries, investment business permitted by national laws and
regulations, as well as insurance business and other businesses approved by China Banking and Insurance

Regulatory Commission (the “CBIRC").

The principal activities of the Company and its subsidiaries (collectively referred to as the “Group”) are property

and casualty insurance business, life insurance business, as well as asset management.

2.1BASIS OF PREPARATION

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs"”), which comprise all standards and interpretations approved by the International Accounting
Standards Board (the “IASB"), also comply with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited and the applicable disclosure requirements

of the Hong Kong Companies Ordinance.

These consolidated financial statements have been prepared under the historical cost convention except for
certain financial assets and liabilities, which have been measured at fair value, and insurance contract liabilities,
which have been measured based on actuarial methods. They are presented in Renminbi (“RMB”) and all values

are rounded to the nearest million except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for
the year ended 31 December 2022. A subsidiary is an entity (including a structured entity), directly or indirectly,
controlled by the Company. Control is achieved when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the
investee (i. e., existing rights that give the Group the current ability to direct the relevant activities of the investee).
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2.1BASIS OF PREPARATION (continued) %
Basis of consolidation (continued) E
w
When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:
(@) the contractual arrangement with the other vote holders of the investee; =
;z:
(b) rights arising from other contractual arrangements; and ;g
(c) the Group's voting rights and potential voting rights. 2o
The financial statements of the subsidiaries are prepared for the same reporting period as the Company, using g
consistent accounting policies. The results of subsidiaries are consolidated from the date on which the Group =
obtains control and continue to be consolidated until the date that such control ceases. E
m
Profit or loss and each component of other comprehensive income are attributed to the owners of the parent of 8
the Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit o
balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions :(<>
between members of the Group are eliminated in full on consolidation. E
The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described above. A change in the ownership interest §
of a subsidiary, without a loss of control, is accounted for as an equity transaction. §
E
If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities of the a
subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the cumulative translation differences E
recorded in equity; and recognises (i) the fair value of the consideration received, (ii) the fair value of any investment =
retained and (iii) any resulting surplus or deficit in profit or loss. The Group’s share of components previously E

recognised in other comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on

the same basis as would be required if the Group had directly disposed of the related assets or liabilities.
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154 FINANCIAL STATEMENTS AND OTHERS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

2.2ISSUED BUT NOT YET EFFECTIVE IFRSs

The Group has not adopted the following new and revised IFRSs, that have been issued but are not yet effective,

in the consolidated financial statements.

Standards/Amendments Content
Amendments to IAS 1 Classification of Liabilities as Current or Non-current?
Amendments to IAS 1 Disclosure of Accounting Policies’
Amendments to IAS 8 Definition of Accounting Estimates’
Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction’
Amendments to IFRS 16 Lease Liability in a Sale and Leaseback?
IFRS 9 Financial Instruments’
IFRS 17 Insurance Contracts’
1 Effective for annual periods beginning on or after 1 January 2023
2 Effective for annual periods beginning on or after 1 January 2024

Except for IFRS 17 and IFRS 9, the adoption of the above standards and amendments will have no material

impact on the Group'’s result of operations and financial position.

IFRS 9 - Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9, bringing together all phases of the financial instruments
project to replace IAS 39 and all previous versions of IFRS 9. The standard introduces new requirements for
classification and measurement, impairment, and hedge accounting. IFRS 9 is effective for annual periods
beginning on or after 1 January 2018, with early adoption permitted. However, the Group adopts the temporary
exemption permitted in Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance
Contracts (“IFRS 4 Amendment") to apply IAS 39 rather than IFRS 9, until the effective date of IFRS 17. Refer

to Note 42 for more details.
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2.2ISSUED BUT NOT YET EFFECTIVE IFRSS (continued)

IFRS 9 — Financial Instruments (continued)

SN LNOogv

Classification and measurement

IFRS 9 requires that the Group classifies debt instruments based on the combined effect of application of
business models (hold to collect contractual cash flows, hold to collect contractual cash flows and sell financial
assets or other business models) and contractual cash flow characteristics (solely payments of principal and
interest on the principal amount outstanding or not). Debt instruments not giving rise to cash flows that are
solely payments of principal and interest on the principal amount outstanding would be measured at fair value
through profit or loss. Other debt instruments giving rise to cash flows that are solely payments of principal and
interest on the principal amount outstanding would be measured at amortised cost, fair value through other

comprehensive income (“FVOCI”) or fair value through profit or loss, based on their respective business models.

SISATVNY ANV
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Equity instruments would generally be measured at fair value through profit or loss unless the Group elects to
measure at FVOCI for certain equity investments not held for trading. This will result in unrealised gains and
losses on equity instruments currently classified as available-for-sale financial assets being recorded in profit or

loss going forward.

Impairment

IFRS 9 replaces the “incurred loss” model with the “expected credit loss” model which is designed to include

iNTVA d3ada3igding

forward-looking information.

Hedge accounting

The Group does not apply the hedge accounting currently, so the Group expects that the new hedge accounting
model under IFRS 9 will have no impact on the Group’s consolidated financial statements.

IFRS 17 - Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts, a comprehensive new accounting standard for

insurance contracts covering recognition and measurement, presentation and disclosure, which replaces IFRS 4

IDNVNYIAOD I1LVHOdH0D

Insurance Contracts.

IFRS 17 provides a comprehensive model (the general model) for insurance contracts, supplemented by the
variable fee approach for contracts with direct participation features and the premium allocation approach mainly

for short-duration which typically applies to certain non-life insurance contracts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

2.2ISSUED BUT NOT YET EFFECTIVE IFRSS (continued)

IFRS 17 - Insurance Contracts (continued)

The main features of the new accounting model for insurance contracts are as follows:

e The fulfilment cash flows including the expected present value of future cash flows and explicit risk
adjustment, remeasured every reporting period;

e A contractual service margin (“CSM") represents the unearned profitability of the insurance contracts and
is recognised in profit or loss over the coverage period;

e  (Certain changes in the expected present value of future cash flows are adjusted against the CSM and
thereby recognised in profit or loss over the remaining coverage period;

e The effect of changes in discount rates will be reported in either profit or loss or other comprehensive income

("OClI"), determined by accounting policy choices for portfolios of insurance contacts (“OCI Choice”);

e The recognition of insurance revenue and insurance service expenses in the statement of comprehensive

income based on the concept of services provided during the period;

e Amounts that the policyholder will always receive, regardless of whether an insured event happens (non-
distinct investment components), are not presented in the statement of comprehensive income, but are
recognised directly in the statement of financial position;

e Insurance service results are presented separately from the insurance finance income or expense;

e  Extensive disclosures to provide information on the recognised amounts from insurance contracts and the

nature and extent of risks arising from these contracts.

In June 2020, the IASB issued the amendments to IFRS 17 which include a deferral of the effective date of IFRS
17 to annual reporting periods beginning on or after 1 January 2023. Insurers qualifying for the deferral of
IFRS 9 can apply both IFRS 17 and IFRS 9 for the first time to annual reporting periods beginning on or after 1
January 2023.
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2.2ISSUED BUT NOT YET EFFECTIVE IFRSS (continued)

In December 2021, the IASB further amended IFRS 17 to add a transition option for a “classification overlay”
to address possible accounting mismatches between financial assets and insurance contract liabilities in the
comparative information presented on initial application of IFRS 17.

The Group will apply IFRS 9 and IFRS 17 from annual reporting periods beginning on 1 January 2023. Application
of IFRS 9 and IFRS 17 may impact the Group's financial performance and financial position in the following aspects:

e  Revenue from long-term life insurance contracts will decrease significantly, because insurance revenue
will be recognised over the coverage periods based on provision of services and non-distinct investment
components (i. e. the amounts that an insurance contract requires the entity to repay to a policyholder in
all circumstances, regardless of whether an insured event occurs) in insurance contracts will be excluded
from profit or loss under IFRS 17, i. e. the collection of an investment component is not revenue and its
repayment is not an expense; The impact of application of IFRS 17 on the revenue from property and
casualty and short-term life insurance contracts is much less, due to the absence of investment components
in most of those contracts and the coverage periods are short.

e While the implementation of IFRS 17 will not change the ultimate profitability of insurance contracts, it
will have major impacts on how and when profit (or losses) of insurance contracts are recognised, as well

as the Group’s total equity. Such changes are mainly due to various changes introduced by IFRS 17:

(@) the effect of changes in fulfilment cash flows that relate to future services will be added to or deducted
from the remaining CSM, while under the Group’s current accounting policies in note 3 (18), the residual
margin will be locked at inception and amortised over the insurance coverage period using amortisation

factors;

(b) under the general model of IFRS 17, the effect of changes in financial assumptions (i. e., discount rates)
will be reported in either profit or loss or OCI, determined by OCI Choice made by the Group, while under
the Group's current accounting policies in note 3 (18), changes in assumptions are recognised immediately

in profit or loss;

SN LNOogv
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158 FINANCIAL STATEMENTS AND OTHERS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

2.2ISSUED BUT NOT YET EFFECTIVE IFRSS (continued)

(¢) under IFRS 17, the discount rate will be based on observable current market prices (if any) reflecting the
characteristics of the insurance contracts, while under the Group’s current accounting policies in note 4,
the discount rate for non-participating life insurance contracts is determined based on a base rate curve at

the end of each reporting period,;

(d) IFRS 17 requires a retrospective approach for estimating the CSM on the transition date. However, if full
retrospective application is impracticable for a group of insurance contracts, the Group shall apply one of

the two alternative approaches (modified retrospective approach or fair value approach) instead;

e  On the initial application date of IFRS 9 and IFRS 17, the Group redetermined the classifications for most
of its financial assets under IFRS 9. Applying IFRS 9 and IFRS 17 at the same time provides an opportunity
for the Group to optimise the accounting match between insurance contract liabilities and related financial

assets;

e Under IFRS 9, a large portion of the Group’s equity investments currently classified as available-for-sale will
be reclassified to financial assets at fair value through profit or loss, unless the Group elects to designate as
FVOCI (i. e., any gain/loss other than dividend would not be recognised in profit or loss). Unquoted equity
investments which are currently measured at cost shall also be measured at fair value under IFRS 9. Certain
debt investments will be reclassified to financial assets at fair value through profit or loss because their
contractual cash flows are not solely payments of principal and interest. The more assets are classified at
fair value through profit or loss, the more the profit or loss will be impacted by the volatility of the capital
market. However, if such investments are held as underlying items for insurance contracts with direct
participation features under IFRS 17, the volatility of profit or loss resulting from the volatile investment
income will be wholly or partially mitigated by the offsetting effect of insurance finance income or expenses

recognised for such insurance contracts.

e The new impairment model under IFRS 9 requires the recognition of impairment provisions based on expected
credit loss rather than only incurred credit losses as is the case under the Group’s current accounting policies,
which applies to the debt investments measured as amortised cost and FVOCI. The adoption of “expected
credit loss” model would increase impairment provision for the debt investments measured as amortised
cost and FVOCI.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(1) Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration transferred is measured
at the acquisition date fair value which is the sum of the acquisition date fair values of assets transferred by the
Group, liabilities assumed by the Group to the former owners of the acquiree and the equity interests issued by

the Group in exchange for control of the acquiree. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts of

the acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its acquisition

date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or liability is measured at fair value with changes in fair
value recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and

subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any fair value of the Group’s previously held equity interests
in the acquiree over the identifiable net assets acquired and liabilities assumed. If the sum of this consideration
and other items is lower than the fair value of the net assets acquired, the difference is, after reassessment,
recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events or changes in circumstances indicate that the carrying
value may be impaired. The Group performs its annual impairment test of goodwill as at 31 December. For
the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units, or groups of cash-generating units, that are expected
to benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.
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160 FINANCIAL STATEMENTS AND OTHERS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(1) Business combinations and goodwill (continued)

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group
of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part of
the operation within that unit is disposed of, the goodwill associated with the operation disposed of is included
in the carrying amount of the operation when determining the gain or loss on the disposal. Goodwill disposed
of in these circumstances is measured based on the relative value of the operation disposed of and the portion
of the cash-generating unit retained.

(2) Investments in associates and joint ventures

Associates are entities over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control over
those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of
an arrangement, which exists only when decisions about the relevant activities require the unanimous consent

of the parties sharing control.

The Group’s investments in associates and joint ventures are stated in the consolidated statement of financial
position at the Group’s share of net assets under the equity method of accounting, less any impairment losses.

The Group's share of the post-acquisition results and other comprehensive income of associates and joint
ventures is included in the consolidated statement of profit or loss and consolidated other comprehensive income,
respectively. In addition, when there has been a change recognised directly in the equity of the associate or
joint venture, the Group recognises its share of any changes, when applicable, in the consolidated statement of
changes in equity. Unrealised gains and losses resulting from transactions between the Group and its associates
or joint ventures are eliminated to the extent of the Group’s investments in the associates or joint ventures,
except where unrealised losses provide evidence of an impairment of the assets transferred.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(2) Investments in associates and joint ventures (continued)

SN LNOogv

Goodwill arising from the acquisition of associates or joint ventures is included as part of the Group’s investments

in associates or joint ventures.

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to be accounted for under the equity method. In all other
cases, upon loss of significant influence over the associate or joint control over the joint venture, the Group
measures and recognises any retained investment at its fair value. Any difference between the carrying amount
of the associate or joint venture upon loss of significant influence or joint control and the fair value of the

retained investment and proceeds from disposal is recognised in profit or loss.
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(3) Foreign currencies

The financial statements are presented in RMB, which is the Company’s functional currency. Each entity in the
Group determines its own functional currency and items included in the financial statements of each entity are
measured using that functional currency. Foreign currency transactions recorded by the entities in the Group
are initially recorded using their respective functional currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency rates of

exchange ruling at the end of the reporting period. Differences arising on settlement or translation of monetary

iNTVA d3ada3igding

items are recognised in the statement of profit or loss.

Differences arising on settlement or translation of monetary items are recognised in the statement of profit or
loss with the exception of monetary items that are designated as part of the hedge of the Group's net investment
of a foreign operation. These are recognised in other comprehensive income until the net investment is disposed
of, at which time the cumulative amount is reclassified to the statement of profit or loss. Tax charges and credits
attributable to exchange differences on those monetary items are also recorded in other comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the

IDNVNYIAOD I1LVHOdH0D

exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value is treated in line with the recognition of the
gain or loss on change in fair value of the item (i. e., translation difference on the item whose fair value gain
or loss is recognised in other comprehensive income or profit or loss is also recognised in other comprehensive

income or profit or loss, respectively).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(3) Foreign currencies (continued)

In determining the exchange rate on initial recognition of the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating to an advance consideration, the date of initial
transaction is the date on which the Group initially recognises the non-monetary asset or non-monetary liability
arising from the advance consideration. If there are multiple payments or receipts in advance, the Group determines

the transaction date for each payment or receipt of the advance consideration.

The functional currencies of certain overseas subsidiaries, joint ventures and associates are currencies other than
RMB. As at the end of the reporting period, the assets and liabilities of these entities are translated into RMB
at the exchange rates prevailing at the end of the reporting period and their statements of profit or loss are
translated into RMB at the weighted average exchange rates for the year.

The resulting exchange differences are recognised in other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign operation, the component of other comprehensive income
relating to that particular foreign operation is recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of the foreign operation
and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the cash flows of overseas subsidiaries are translated
into RMB at the exchange rates ruling at the date of cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated into RMB at the weighted average exchange rates
for the year.

(4) Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid investments that are readily convertible into known amounts
of cash, are subject to an insignificant risk of changes in value, and have a short maturity of generally within
three months when acquired, less bank overdrafts which are repayable on demand and form an integral part

of the Group’s cash management.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(4) Cash and cash equivalents (continued)

For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, and assets similar in nature to cash, which are not restricted as to use.

(5) Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity financial assets and available-for-sale financial assets, or as derivatives designated
as hedging instruments in an effective hedge, as appropriate. When financial assets are recognised initially, they
are measured at fair value plus transaction costs that are attributable to the acquisition of the financial assets,

except in the case of financial assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period generally established by regulation or convention in the

marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets
designated upon initial recognition as at fair value through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of sale in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are designated as effective hedging instruments
as defined by IAS 39.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value
with subsequent change in fair value recognised in profit or loss. These net fair value changes do not include
any dividends or interest earned on these financial assets, which are recognised in accordance with the policies

set out for “Revenue recognition” below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(5) Financial assets (continued)

Subsequent measurement (continued)

Financial assets at fair value through profit or loss (continued)
Financial assets designated upon initial recognition as at fair value through profit or loss are designated at the
date of initial recognition and only if the criteria in IAS 39 are satisfied.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if their
economic characteristics and risks are not closely related to those of the host contracts and the host contracts
are not held for trading or designated as at fair value through profit or loss. These embedded derivatives are
measured at fair value with changes in fair value recognised in the statement of profit or loss. Reassessment
only occurs if there is either a change in the terms of the contract that significantly modifies the cash flows
that would otherwise be required or a reclassification of a financial asset out of the fair value through profit
or loss category.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. After initial measurement, such assets are subsequently measured at amortised cost using
the effective interest rate method less any allowance for impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition and includes fees or costs that are an integral part of the
effective interest rate. The effective interest rate amortisation is included in investment income in the statement
of profit or loss. The loss arising from impairment is recognised in profit or loss.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-
to-maturity when the Group has the positive intention and ability to hold them to maturity. Held-to-maturity
investments are subsequently measured at amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate. The effective interest rate
amortisation is included in investment income in the statement of profit or loss. The loss arising from impairment

is recognised in profit or loss.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(5) Financial assets (continued)
Subsequent measurement (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets in listed and unlisted equity investments
and debt securities. Equity investments classified as available for sale are those which are neither classified as
held for trading nor designated as at fair value through profit or loss. Debt securities in this category are those
which are intended to be held for an indefinite period of time and which may be sold in response to needs for
liquidity or in response to changes in market conditions.

After initial recognition, available-for-sale financial assets are subsequently measured at fair value, with unrealised
gains or losses recognised as other comprehensive income in the available-for-sale financial assets revaluation
reserve until the investment is derecognised, at which time the cumulative gain or loss is recognised in profit
or loss in investment income, or until the investment is determined to be impaired, when the cumulative gain
or loss is reclassified from the available-for-sale financial assets revaluation reserve to the statement of profit or
loss. Interest and dividends earned whilst holding the available-for-sale financial assets are reported as interest
income and dividend income, respectively and are recognised in the statement of profit or loss as investment

income in accordance with the policies set out for “Revenue recognition” below.

When the fair value of unlisted equity investments cannot be reliably measured because (a) the variability in the
range of reasonable fair value estimates is significant for that investment or (b) the probabilities of the various
estimates within the range cannot be reasonably assessed and used in estimating fair value, such investments

are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell its available-for-sale financial assets in the near
term are still appropriate. When, in rare circumstances, the Group is unable to trade these financial assets due
to inactive markets, the Group may elect to reclassify these financial assets if management has the ability and

intention to hold the assets for the foreseeable future or until maturity.

For a financial asset reclassified from the available-for-sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over the remaining life of the investment using the effective
interest rate. Any difference between the new amortised cost and the maturity amount is also amortised over
the remaining life of the asset using the effective interest rate. If the asset is subsequently determined to be

impaired, then the amount recorded in equity is reclassified to the statement of profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(5) Financial assets (continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is primarily derecognised (i. e., removed from the Group’s consolidated statement of financial position) when:

e the rights to receive cash flows from the asset have expired,;

or

e the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a “pass-through” arrangement;
and either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred

control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risk and rewards of ownership of
the asset. When it has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise the transferred asset to the extent of the
Group’s continuing involvement. In that case, the Group also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and obligations that the Group
has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Group could

be required to repay.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(5) Financial assets (continued)

Impairment of financial assets

The Group assesses at the end of the reporting period whether there is objective evidence that a financial asset or
a group of financial assets is impaired. An impairment exists if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated future cash flows of the financial asset or the group
of financial assets that can be reliably estimated. Evidence of impairment may include indications that a debtor
or a group of debtors is experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganisation and observable data
indicating that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists individually
for financial assets that are individually significant, or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, it includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to be, recognised are not included in a collective

assessment of impairment.

The amount of any impairment loss identified is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future credit losses that have not yet been
incurred). The present value of the estimated future cash flows is discounted at the financial asset’s original
effective interest rate (i. e., the effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced through the use of an allowance account and the loss is recognised
in the statement of profit or loss. Interest income continues to be accrued on the reduced carrying amount using
the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss.
Loans and receivables together with any associated allowance are written off when there is no realistic prospect

of future recovery and all collateral has been realised or has been transferred to the Group.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(5) Financial assets (continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a write-off is later recovered, the recovery is credited to other

expenses in the statement of profit or loss.

Available-for-sale financial assets
For available-for-sale financial assets, the Group assesses at the end of the reporting period whether there is

objective evidence that an investment or a group of investments is impaired.

If an available-for-sale financial asset is impaired, an amount comprising the difference between its cost (net of
any principal payment and amortisation) and its current fair value, less any impairment loss previously recognised
in the statement of profit or loss, is removed from other comprehensive income and recognised in the statement

of profit or loss.

In the case of equity investments classified as available for sale, objective evidence would include a significant or
prolonged decline in the fair value of an investment below its cost. “Significant” is evaluated against the original
cost of the investment and “prolonged” against the period in which the fair value has been below its original
cost. Where there is evidence of impairment, the cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that investment previously recognised in
the statement of profit or loss — is removed from other comprehensive income and recognised in the statement
of profit or loss. Impairment losses on equity instruments classified as available for sale are not reversed through
the statement of profit or loss. Increases in their fair value after impairment are recognised directly in other

comprehensive income.

The determination of what is “significant” or “prolonged” requires judgement. In making this judgement, the
Group evaluates, among other factors, the duration or extent to which the fair value of an investment is less

than its cost.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(5) Financial assets (continued)

Impairment of financial assets (continued)

Available-for-sale financial assets (continued)

In the case of debt instruments classified as available for sale, impairment is assessed based on the same criteria
as financial assets carried at amortised cost. However, the amount recorded for impairment is the cumulative
loss measured as the difference between the amortised cost and the current fair value, less any impairment loss
on that investment previously recognised in the statement of profit or loss. Future interest income continues to
be accrued based on the reduced carrying amount of the asset using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment loss. The interest income is recorded as part of
finance income. Impairment losses on debt instruments are reversed through the statement of profit or loss if
the subsequent increase in fair value of the instruments can be objectively related to an event occurring after
the impairment loss was recognised in the statement of profit or loss.

(6) Financial liabilities
Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss,

loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings, net of directly
attributable transaction costs.

The Group’s financial liabilities include financial liabilities at fair value through profit or loss, bonds payable, etc.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:
Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial

liabilities designated upon initial recognition as at fair value through profit or loss.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(6) Financial liabilities (continued)

Subsequent measurement (continued)

Financial liabilities at fair value through profit or loss (continued)

Financial liabilities are classified as held for trading if they are acquired for the purpose of repurchasing in
the near term. This category includes derivative financial instruments entered into by the Group that are not
designated as hedging instruments in hedge relationships as defined by IAS 39. Separated embedded derivatives
are also classified as held for trading unless they are designated as effective hedging instruments. Gains or losses
on liabilities held for trading are recognised in the statement of profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does not include any interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are designated at
the date of initial recognition and only if the criteria in IAS 39 are satisfied.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect of discounting would be immaterial, in which case
they are stated at cost. Gains and losses are recognised in the statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective interest rate amortisation is included in finance

costs in the statement of profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the statement of profit or loss.

(7) Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(8) Fair value measurement
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The Group measures financial instruments, such as securities at fair value through profit or loss and available-
for-sale financial assets, at fair value at the end of the reporting period. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The fair value measurement is based on the presumption that the transaction to sell
the asset or transfer the liability takes place either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use when pricing the asset or liability, assuming that

market participants act in their economic best interest.

SISATVNY ANV
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A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant

that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of

unobservable inputs.

iNTVA d3ada3igding

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the

fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

IDNVNYIAOD I1LVHOdH0D

Level 3 — based on valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(8) Fair value measurement (continued)

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value measurement as a whole) at the end of the reporting period.

(9) Securities purchased under agreements to resell

The Group enters into purchases of securities under agreements to resell substantially identical securities. These
agreements are classified as loans and receivables. The amounts advanced under these agreements are reflected as
assets in the statement of financial position. The Group does not take physical possession of securities purchased
under agreements to resell. In the event of default by the counterparty to repay the loan, the Group has the

right to the underlying securities.

(10) Securities sold under agreements to repurchase

Securities sold under agreements to repurchase are financial liabilities and are recorded at amortised cost. The
Group may be required to provide additional collateral based on the fair value of the underlying securities and

such collateral assets continue to be carried on the statement of financial position.

(11) Investment properties

Investment properties are interests in land and buildings held to earn rental income and/or for capital appreciation,
rather than for use in the production or supply of goods or services or for administrative purposes; or for sale
in the ordinary course of business. Such properties are measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment properties are stated at cost less accumulated depreciation and

any impairment loss.

The useful lives and depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits from the individual investment
properties.

An investment property is derecognised when either it has been disposed of or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains or
losses on the retirement or disposal of an investment property are recognised in the statement of profit or loss

in the year of the retirement or disposal.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(11) Investment properties (continued)

Depreciation is computed on the straight-line basis over the estimated useful life. The estimated useful life of
the investment properties is 20 to 40 years, and the estimated residual value is 5%.

(12) Property and equipment

Property and equipment, other than construction in progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property and equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where significant parts of property and equipment are required
to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives and

depreciates them accordingly.

Depreciation is calculated on a straight-line basis to write off the cost of each item of property and equipment

to its residual value over its estimated useful life. The principal annual rates used for this purpose are as follows:

Estimated Estimated

residual values useful lives

Buildings 5% 25 to 40 years
Office equipment 5% 5 years
Motor vehicles 5% 4 to 20 years
Other equipment 5% 5 to 10 years

Where parts of an item of property and equipment have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is depreciated separately. Residual values, useful lives and

the depreciation method are reviewed, and adjusted if appropriate, at least at each financial year end.

An item of property and equipment including any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal
or retirement recognised in the statement of profit or loss in the year the asset is derecognised is the difference

between the net sales proceeds and the carrying amount of the relevant asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(12) Property and equipment (continued)

Construction in progress represents buildings and other items of property as well as costs of equipment under
construction, which is stated at cost less any impairment losses, and is not depreciated. Cost comprises the
direct costs of construction and capitalised borrowing costs on related borrowed funds during the period of
construction. Construction in progress is reclassified to the appropriate category of property and equipment or

investment properties when completed and ready for use.

(13) Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible assets
are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently amortised over
the useful economic life and assessed for impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation method for an intangible asset with a finite

useful life are reviewed at least at the end of the reporting period.

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether the indefinite life assessment continues to be supportable.

If not, the change in the useful life assessment from indefinite to finite is accounted for on a prospective basis.

(14) Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than deferred tax assets and financial assets), the asset’s recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating unit’s value in use and its fair value less costs of disposal,
and is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which case the recoverable amount is determined

for the cash-generating unit to which the asset belongs.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(14) Impairment of non-financial assets (continued)
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An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. An impairment loss is charged to the statement of profit or loss in the period in which it arises in those

expense categories consistent with the function of the impaired asset.

An assessment is made at the end of the reporting period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to determine the recoverable amount of that

SISATVNY ANV
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asset, but not to an amount higher than the carrying amount that would have been determined (net of any
depreciation/amortisation) had no impairment loss been recognised for the asset in prior years. A reversal of
such an impairment loss is credited to the statement of profit or loss in the period in which it arises.

(15) Insurance guarantee fund

The Group calculates the insurance guarantee fund as follows:

iNTVA d3ada3igding

e 0.8% of the premium income for non-investment type property insurance,0.08% of the consideration
received for investment type property insurance with guaranteed return, and 0.05% of the consideration
received for investment type property insurance without guaranteed return;

e 0.15% of the consideration received for life insurance with guaranteed return, and 0.05% of the consideration
received for life insurance without guaranteed return;

e 0.8% of the premium income for short term health insurance, and 0.15% of the premium income for long

term health insurance; and
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e  0.8% of the premium income for non-investment type accident insurance; 0.08% of the consideration
received for investment type accident insurance with guaranteed return, and 0.05% of the consideration

received for investment type accident insurance without guaranteed return.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(15) Insurance guarantee fund (continued)

No additional provision is required when the accumulated insurance guarantee fund balances of a life insurance
company reach 1% of its respective total assets. For a non-life insurance company, no additional provision is
required when the accumulated balance reaches 6% of its total assets.

(16) Insurance contracts

Contracts that only transfer insurance risk are treated as insurance contracts. If the Group signs contracts with
policyholders which transfer insurance risk as well as other risks, the treatments would be as follows:

(@) If the insurance risk portion and other risk portion are distinct and separately measurable, the insurance
risk portion and other risk portion should be unbundled. The portion with insurance risk should be treated

as an insurance contract, while the portion with other risks should not be treated as an insurance contract.

(b) If the insurance risk portion and other risk portion are not distinct, or if they are distinct but cannot be
separately measurable, the Group would test the significance of insurance risk at the initial recognition
of such contracts. The whole contract should be treated as an insurance contract if the insurance risk
is significant; the whole contract should not be treated as an insurance contract if the insurance risk is
insignificant.

Universal life contracts and unit-linked contracts are unbundled into the following components:

®  insurance components

° non-insurance components

The insurance components are accounted for as insurance contracts; and the non-insurance components are

accounted for as investment contracts, which are stated in the investment contract liabilities.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(17) Significant insurance risk testing
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For insurance contracts issued by the Group, tests are performed to determine if the contracts contain significant
insurance risk, and contracts of a similar nature are grouped together for this purpose. When performing the
significant insurance risk testing, the Group makes judgements in sequence as to whether the contract transfers
insurance risk, whether the contract has commercial substance, and whether the transferred insurance risk is

significant.

(18) Insurance contract liabilities

The insurance contract liabilities of the Group include long-term life insurance contract reserves, unearned

premium reserves and claim reserves.

SISATVNY ANV
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When measuring insurance contract liabilities, the Group classifies insurance contracts whose insurance risks are

of similar nature as a measurement unit.

Insurance contract liabilities are measured based on a reasonable estimate of amount of payments when the
Group fulfils the relevant obligations under the insurance contracts, which represents the difference between
expected future cash outflows and inflows under such contracts, i. e., the expected future net cash outflows.

iANTVA d3aa3iding

e  Expected future cash outflows represent reasonable cash outflows which are necessary for the Group to
fulfil the obligations under the insurance contracts (including benefits attributable to the policyholders),

and mainly include:

- Guaranteed benefits under the insurance contracts, including claims, mortality benefits, disability benefits,
morbidity benefits, survival benefits and maturity benefits;

- Non-guaranteed benefits under the insurance contracts arising from constructive obligations, including

policyholder dividends, etc.;

IDONVNYIA0D 31VHOLHOD

- Reasonable expenses necessary for policy administration and claims handling, including policy maintenance

expenses, claim expenses, etc.

e Expected future cash inflows represent cash inflows arising from assuming liabilities under the insurance

contracts, including premium income and other charges.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(18) Insurance contract liabilities (continued)

A reasonable estimate of expected future net cash flows is determined based on information currently available

as at the end of the reporting period.

Margins are considered and separately measured in determining insurance contract liabilities. Margins are released
in the statement of profit or loss over the insurance coverage period using systematic and reasonable methods.

Margins include risk margin and residual margin.

e  Risk margin represents provision for the uncertainty and the degree of impact associated with the future

net cash flows.

e At inception of an insurance contract, any ‘day-one’ gain is not recognised in the statement of profit or
loss, but included in the insurance contract liabilities as a residual margin. The residual margin is calculated
net of certain acquisition costs, mainly consisting of commission expenses on insurance operations. At the
inception of an insurance contract, the amortisation ratio can be computed using residual margin over the
expected future value of the amortisation factor. The amortisation ratio is not adjusted subsequentially for
future changes in assumptions. The present value of the amortisation factor needs to be determined is based
on assumptions currently made at the end of the reporting period. Residual margins can be computed as
the adjusted amortisation factor multiplied by the amortisation ratio. For non-life insurance contracts, the
Group amortises the residual margin which is embedded in the unearned premium reserves on a time basis
during the whole insurance coverage period and records it in profit or loss. For life insurance contracts,
the Group amortises the residual margin on the basis of the number of policies in force during the whole

insurance coverage period.

When measuring insurance contract liabilities, the time value of money is considered. The related future cash
flows are discounted when the impact of time value of money is significant. For short contracts with durations
less than one year, the cash flows are not discounted. The discount rates used in the measurement of time
value of money are determined with reference to information currently available as at the end of the reporting

period and are not locked.

When measuring insurance contract liabilities, the expected period of future net cash outflows is the entire
insurance period. For insurance policies with a guaranteed renewal option, the expected period is extended to
the date when the option to renew policy ceases if the probability that the policyholders may execute the option

is high and the Group does not have the right to reprice the premium.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(18) Insurance contract liabilities (continued)

Unearned premium reserves

The unearned premium reserves are provided for unexpired insurance obligations of property and casualty and
short-term life insurance contracts.

Unearned premium reserves are measured using the unearned premium approach. At inception of the insurance
contracts, unearned premium reserves are measured based on written premiums, with deductions made for
commissions, insurance guarantee fund, reqgulatory charges and other incremental costs. Subsequent to initial
recognition, unearned premium reserves are released over the term of the contract using the 365ths method
or risk distribution method.

Claim reserves

Claim reserves are insurance contract liabilities provided for insurance claims of the property and casualty and
short-term life insurance contracts. Claim reserves include incurred and reported reserves, incurred but not

reported ('IBNR’) claim reserves and claim expense reserves.

Incurred and reported claim reserves are measured at amounts not higher than the sum insured of the insurance
contracts, using the case-by-case estimate method and average claim per case method, based on a reasonable

estimate of ultimate claim amounts as well as margins.

IBNR are measured according to the nature and distribution of insurance risks, claims development, experience
data, etc., using the chain ladder method, the Bornhuetter-Ferguson method and the loss ratio method, based

on a reasonable estimate of ultimate claim amounts as well as margins.

Claim expense reserves are measured based on a reasonable estimate of ultimate necessary claim expenses in
the future by using the case-by-case estimate method and ratio allocation method as well as margins.
Long-term life insurance contract reserves

Long-term life insurance contract reserves are insurance contract liabilities provided for long-term life and health
insurance contracts.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(18) Insurance contract liabilities (continued)

Long-term life insurance contract reserves (continued)

The Group determines risk margins of the long-term life insurance contract reserves using value at risk (‘VaR’)
and the scenario comparison method. The unfavourable scenarios are determined according to the uncertainty
and impact of expected net cash outflows.

The key assumptions used in the measurement of long-term life insurance contract reserves include insurance
accident occurrence rates, lapse and surrender rates, expense assumptions, policy dividend assumptions, discount
rate, etc. In deriving these assumptions, the Group uses information currently available as at the end of the
reporting period. Changes in assumptions are recognised immediately in profit or loss.

Liability adequacy test

At the end of the reporting period, liability adequacy tests are performed on the insurance contract liabilities. If the
insurance contract liabilities re-calculated with the insurance actuarial methods exceeds their carrying amounts on
date of the liability adequacy test, an additional provision is made for the respective insurance contract liabilities.

(19) Investment contract liabilities

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

that carry no significant insurance risk.

The liability of the investment component of an unbundled universal life contract is measured at amortised cost

using effective interest rate while the liability arising from unit-linked contract is measured at fair value.

Assets related to unit-linked contracts are presented as “policyholder account assets in respect of investment
contracts” and are presented separately from the rest of the Group’s assets. The liability for such contracts is

adjusted for all changes in the fair values of the underlying assets.

(20) Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past event
and it is probable that a future outflow of resources will be required to settle the obligation, provided that a

reliable estimate can be made of the amount of the obligation.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(20) Provisions (continued)

SN LNOogv

When the effect of discounting is material, the amount recognised for a provision is the present value at the
end of the reporting period of the future expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage of time is included in finance costs

in the statement of profit or loss.

Other than insurance contracts for which potential future losses are already considered in establishing the
insurance contract liabilities, a provision is recognised for onerous contracts in which the unavoidable costs of

meeting the resulting obligation exceed the expected future economic benefits.
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(21) Revenue recognition
Gross premiums

Premium income and reinsurance premium income is recognised when the insurance contracts are issued, related
insurance risk is undertaken by the Group, it is probable that related economic benefits will flow to the Group

and related income can be reliably measured.

Premiums from long-term life insurance contracts with instalment or single payments are recognised as revenue

when due. Premiums from property and casualty and short-term life insurance contracts are recognised as revenue

iANTVA d3aa3iding

based on the amount of total premium stated in the contracts.

Reinsurance premiums are recognised as revenue in accordance with the terms stated in the reinsurance contracts.

Income from investment contracts

Investment contracts issued by the Group are charged fees for policy administration, investment management,
surrenders or other contract services. The fees may be for fixed amounts or vary with the amounts being managed,

and will generally be charged as an adjustment to the policyholders’ balance. The fees are recognised as revenue

IDONVNYIA0D 31VHOLHOD

in the period in which they are collected unless they relate to services to be provided in future periods which
would be deferred and recognised as the service is provided. Initiation and other front-end fees are charged
for certain investment contracts recorded at amortised cost and are mainly recognised through an adjustment

to the effective yield.

Income from investment contracts is included in other operating income.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(21) Revenue recognition (continued)

Investment income

Investment income includes interest from term deposits, fixed maturity securities, securities purchased under

agreements to resell, policy loans and other loans, dividends from investment funds and securities, etc.

Interest income is recognised on an accrual basis using the effective interest rate method by applying the rate
that discounts the estimated future cash receipts through the expected life of the financial instrument to the
net carrying amount of the financial asset. Dividends are recognised when the shareholders’ right to receive
payment is established.

(22) Reinsurance

The Group cedes insurance risk in the normal course of business. Reinsurance agreements that transfer significant
insurance risk are treated as reinsurance contracts; reinsurance agreements that do not transfer significant
insurance risk are not treated as reinsurance contracts. Reinsurance assets primarily represent balances due
from reinsurance companies for ceded insurance liabilities. Amounts recoverable from reinsurers are estimated

in a manner consistent with the reinsured risks and in accordance with the terms of the reinsurance contracts.

An impairment review is performed at each reporting date or more frequently when an indication of impairment
arises during the reporting year. Impairment occurs when objective evidence exists that the Group may not
recover outstanding amounts under the terms of the contract and when the impact on the amounts that the
Group will receive from the reinsurer can be measured reliably. The impairment loss is recorded in the statement

of profit or loss.

Ceded reinsurance arrangements do not relieve the Group from its obligations to policyholders. The Group also
assumes reinsurance risk in the normal course of business. Premiums and claims on assumed reinsurance are
recognised as income and expenses in the same manner as they would be if the reinsurance were considered
direct business, taking into account the product classification of the reinsured business. Amounts payable to

reinsurers are estimated in a manner consistent with that of the associated reinsurance contracts.

Premiums and claims are presented on a gross basis for both ceded and assumed reinsurance unless a legal right

and the intention of offset exist.

Reinsurance assets or liabilities are derecognised when the contractual rights are extinguished or expire or when
the contract is transferred to another party.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(23) Policyholder dividends
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Policyholder dividends represent dividends payable by the Group to policyholders in accordance with the terms
of direct insurance contracts. The dividends are calculated and provided based on the dividend allocation method
and the results of actuarial valuation.

(24) Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or contains, a
lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange

for consideration.

SISATVNY ANV
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Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases
and leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use
assets representing the right to use the underlying assets.

Right-of-use assets
Right-of-use assets are recognised at the commencement date of the lease (that is the date the underlying

iANTVA d3aa3iding

asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Where applicable, the cost of a right-of-use asset also
includes an estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset
or the site on which it is located.

Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease terms and the estimated
useful lives of the assets as follows:

IDONVNYIA0D 31VHOLHOD

Estimated useful

lives
Buildings 2 to 15 years
Prepaid land lease payments 30 to 50 years
Others 2 to 8 years
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(24) Leases (continued)

Group as a lessee (continued)

Right-of-use assets (continued)
If ownership of the leased asset transfers to the Group by the end of the lease term or the cost reflects the
exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease payments to
be made over the lease term. The lease payments include fixed payments (including in-substance fixed payments)
less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Group and payments of penalties for termination of
a lease, if the lease term reflects the Group exercising the option to terminate. The variable lease payments that
do not depend on an index or a rate are recognised as an expense in the period in which the event or condition

that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in lease payments (e. g., a change to future lease payments
resulting from a change in an index or rate) or a change in assessment of an option to purchase the underlying

asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and equipment
(that is those leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option). It also applies the recognition exemption for leases of low-value assets to leases of
office equipment and laptop computers that are considered to be of low value.

Lease payments on short-term leases and leases of low-value assets are recognised as an expense on a straight-
line basis over the lease term.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(24) Leases (continued)

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease modification) each of
its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an
asset are classified as operating leases. When a contract contains lease and non-lease components, the Group
allocates the consideration in the contract to each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease terms and is included in revenue in the statement
of profit or loss due to its operating nature. Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognised over the lease term on the same basis
as rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Leases that transfer substantially all the risks and rewards incidental to ownership of an underlying asset to the

lessee, are accounted for as finance leases.

(25) Employee benefits

Pension benefits

Full-time employees of the Group are covered by various government-sponsored pension plans under which
the employees are entitled to a monthly pension based on certain formulae. These government agencies are
responsible for the pension liability to these employees upon retirement. The Group contributes on a monthly
basis to these pension plans. Contributions to these plans are expensed as incurred. Under these plans, the
Group has no legal or constructive obligation for retirement benefit beyond the contributions made.

Housing benefits

The employees of the Group are entitled to participate in various government-sponsored housing funds. The Group
contributes on a monthly basis to these funds based on certain percentages of the salaries of the employees.
The Group's liability in respect of these funds is limited to the contributions payable in each period.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(25) Employee benefits (continued)
Medical benefits

The Group makes monthly contributions for medical benefits to the local authorities in accordance with the
relevant local regulations for the employees. The Group’s liability in respect of employee medical benefits is
limited to the contributions payable in each period.

(26) Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be
received, and all attaching conditions will be complied with. When the grant relates to an expense item, it is
recognised as income on a systematic basis over the periods that the costs, which it is intended to compensate,

are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred income account and is released to
the statement of profit or loss over the expected useful life of the relevant asset by equal annual instalments
or deducted from the carrying amount of the asset and released to the statement of profit or loss by way of a

reduced depreciation charge.

Where the Group receives grants of non-monetary assets, the grants are recorded at the fair value of the non-
monetary assets and released to the statement of profit or loss over the expected useful lives of the relevant

assets by equal annual instalments.

(27) Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the
end of the reporting period, taking into consideration interpretations and practices prevailing in the countries

in which the Group operates.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(27) Income tax (continued)

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

e when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the

accounting profit nor taxable profit or loss; and

e inrespect of taxable temporary differences associated with investments in subsidiaries, associates and joint
ventures, when the timing of the reversal of the temporary differences can be controlled and it is probable

that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of unused
tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, the carryforward of unused

tax credits and unused tax losses can be utilised, except:

e when the deferred tax asset relating to the deductible temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,

affects neither the accounting profit nor taxable profit or loss; and

e in respect of deductible temporary differences associated with investments in subsidiaries, associates and
joint ventures, deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of the reporting period and
are recognised to the extent that it has become probable that sufficient taxable profit will be available to allow

all or part of the deferred tax asset to be recovered.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(27) Income tax (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable right
to set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate
to income taxes levied by the same taxation authority on either the same taxable entity or different taxable
entities which intend either to settle current tax liabilities and assets on a net basis, or to realise the assets and

settle the liabilities simultaneously, in each future period in which significant amounts of deferred tax liabilities

or assets are expected to be settled or recovered.

(28) Related parties

A party is considered to be related to the Group if:
(@) the party is a person or a close member of that person’s family and that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is @ member of the key management personnel of the Group or of a parent of the Group;
or
(b) the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow

subsidiary of the other entity);
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(28) Related parties (continued)

A party is considered to be related to the Group if (continued):
(b) the party is an entity where any of the following conditions applies (continued):
(iii) the entity and the Group are joint ventures of the same third party;
(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii) a person identified in (a)(i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management personnel services
to the Group or to the parent of the Group.

(29) Bonds payable

Bonds payable are initially recognised at fair value and subsequently measured at amortised cost using the
effective interest rate method. Amortised cost is calculated by taking into account any discount or premium at
issuance and transaction costs.

(30) Dividends

Dividends are recognised as a liability when they are approved by the shareholders in a general meeting. Proposed

final dividends are disclosed in the notes to the consolidated financial statements.

4 SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment to the carrying amounts of the

assets or liabilities affected in the future.
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4 SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Judgements

In the process of applying the Group’s accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised in
the consolidated financial statements:

(1) Classification of financial assets

The Group classifies its financial assets as financial assets at fair value through profit or loss, held-to-maturity
financial assets, loans and receivables and available-for-sale financial assets. These classifications require judgements
of the directors. In making these judgements, the Group considers the intention of holding these financial assets,
the requirements of IAS 39 and their implications to the presentation in the consolidated financial statements.

(2) Unbundling, classification and significant risk testing of contracts

The Group makes significant judgements on whether a written policy contains both an insurance component and
a deposit component and whether the insurance component and deposit component are distinct and separately
measurable. The result of such judgement affects the unbundling of insurance contracts.

In addition, the Group makes significant judgements on whether the contract transfers insurance risk, whether
transfer of insurance risk has commercial substance, and whether the transferred insurance risk is significant when
performing significant insurance risk testing. The result of such judgement affects the classification of insurance
contracts. Whether to unbundle a contract and different contract classifications would affect the accounting

treatment and the Group’s financial position and operating results.

(3) Measurement unites of insurance contract liabilities

The Group shall make judgements on whether a group of insurance contracts’ insurance risks are of the same

nature. Different measurement unites would affect the measurement results of insurance contract liabilities.

(4) Impairment of available-for-sale financial assets

The Group determines that available-for-sale equity financial assets are impaired when there has been a significant
or prolonged decline in the fair value below cost. The determination of what is significant or prolonged requires
judgement of management. When making such judgement, the Group considers the normal volatility of the
security price, the length of the period over which the fair value is lower than cost, the magnitude of the decline
in fair value and the financial position of the investee, etc.
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>
4 SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued) 3
c
Judgements (continued) -
w
(5) Significant influence on associates with voting rights less than 20%
The Group determines whether it can exercise influence over an investee when it holds, directly or indirectly
through subsidiaries, less than 20% of the voting power of the investee, when one or more of the following
indicators are present:
=
2
e  Representation on the board of directors or equivalent governing body of the investee; >
>0
e  Participation in policy-making processes, including participation in decisions about dividends or other 2=
o >
distributions; 2
w AN
e
w
e Material transactions between the investor and the investee; o
=
a m
e Interchange of managerial personnel; or =
m
o
e Provision of essential technical information. =4
o
<
An investee is accounted for as an associate if it is concluded that the Group exercises significant influence over E
that investee; otherwise, it is accounted for as a financial asset in accordance with IAS 39. [
(6) Determination of control over the structured entities "
o
To determine whether the Group controls the structured entities of which the Group acts as an asset manager, -c:%
management applies judgement based on all relevant fact and circumstance to determine whether the Group is 2
-
acting as the principal or agent for the structured entities. If the Group is acting as the principal, it has control g
over the structured entities. In assessing whether the Group is acting as the principal, the Group considers factors %
such as scope of the asset manager’s decision-making authority, rights held by other parties, remuneration to %
which it is entitled, and exposure to variable returns results from its additional involvement with structured =
m

entities. The Group will perform reassessment once the fact and circumstance changes leading to changes in
above factors.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described below.
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4 SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Estimation uncertainty (continued)
(1) Valuation of insurance contract liabilities

At the end of each of the reporting period, when measuring the insurance contract liabilities, the Group needs to
make a reasonable estimate of the amounts that the Group is required to pay in fulfilling the obligations under
the insurance contracts. Such estimates are determined by calculating various possible outcomes and relevant
probabilities based on information currently available as at the end of the reporting period.

At the end of the reporting period, the Group makes estimates of the assumptions used in the measurement of
insurance contract liabilities. The Group determines such assumptions based on information currently available
as at the end of the reporting period and certain risk margin is considered.

The main assumptions used in measuring long-term life insurance contract reserves include discount rates,
insurance incident occurrence rates (mainly including mortality and morbidity), loss ratios, surrender rates, expense

assumptions and policy dividend assumptions, etc.

(a) Discount rates

For insurance contracts whose future insurance benefits will not be affected by investment income of the
corresponding investment portfolio, the discount rates are determined by base rate curve with comprehensive
premium in consideration of the time value of money. The comprehensive premium is added by considering
taxation impacts, the liquidity, conversion period, and other relevant factors. The range of discount rates used
as at 31 December 2022 was from 2.52% to 4.80% (31 December 2021: 2.78% to 4.70%).

For insurance contracts whose future insurance benefits will be affected by investment income of the corresponding
investment portfolio, the discount rates are determined based on expected investment return rates of the
corresponding investment portfolio in consideration of the time value of money. The range of discount rates
used as at 31 December 2022 was from 5.00% to 5.70% (31 December 2021: 5.00% to 5.70%).

The discount rate assumption is affected by uncertain factors, such as future macro-economy, capital market,
availability of investment channel of insurance funds, investment strategy and other factors.

(b) Mortality and morbidity
Mortality assumption is determined based on the Group’s historical mortality experiences as well as current
and expected future development trends, etc. The Group presents its mortality assumptions using appropriate

percentages of China Life Insurance Mortality Table.
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4 SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Estimation uncertainty (continued)
(1) Valuation of insurance contract liabilities (continued)

(b) Mortality and morbidity (continued)
Morbidity assumption is determined based on the Group’s products pricing assumption, analysis of historical
morbidity experience and expectations of current and future developments.

Mortality and morbidity assumptions are uncertain as they are affected by uncertain factors, such as national
lifestyle changes in the future, future development of medical technologies, continuing advancements in social
conditions and other factors. The risk margin is considered in the Group’s mortality and morbidity assumptions.

(c) Surrender rates
Surrender rate assumptions are determined based on the Group's historical experiences, and estimates on current
and future expectations, and vary by interest rate, product type and sale channel.

The surrender rate assumption is affected by uncertain factors, such as future macro-economy and market
competition. The Group determines surrender rate assumption based on the information available as at the end
of the reporting period and risk margin is considered.

(d) Expenses
The Group develops its expense assumption based on its expense analysis and future expectation, including
assumptions of acquisition costs, maintenance expenses.

The Group's expense assumption is affected by uncertain factors, such as inflation, and market competition. The
Group uses information currently available as at the end of the reporting period to determine expense assumption
and a risk adjustment is considered.

(e) Policy dividend
Policy dividend assumption is determined based on expected investment return rates of participating accounts,
the Group’s dividend policy, reasonable expectations of policyholders, etc.

The Group's policy dividend assumption is affected by the above factors. The Group uses information available
as at the end of the reporting period to determine policy dividend assumption and risk margin is considered.

When carrying out the liability adequacy test on the non-life insurance unearned premium reserves, the Group
uses the discounted cash flow method to judge whether there is inadequacy. The main assumptions for measuring
discounted cash flow include expected loss ratio, policy maintenance expenses, risk margin, etc. The Group
determines the risk margin assumptions for unearned premium reserves based on currently available information
at the end of the reporting period.
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4 SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
Estimation uncertainty (continued)
(1) Valuation of insurance contract liabilities (continued)

The major assumptions used in measuring claim reserves include the claim development factor and expected
claim ratio, which can be used to forecast trends of future claims so as to estimate the ultimate claims. The
claim development factors and expected claim ratio are based on the Group’s historical claim development
experience and claims paid, with consideration of adjustments to company policies like underwriting policies, level
of premium rates, claim management and the changing trends of external environment such as macroeconomic,
regulations, and legislation.

(2) Fair value of financial instruments determined using valuation techniques

Fair value, in the absence of an active market, is estimated by using valuation techniques, applying currently
applicable and sufficiently available data, and the valuation techniques supported by other information, mainly
include market approach and income approach, reference to the recent arm’s length transactions, current market
value of another instrument which is substantially the same, and by using the discounted cash flow analysis and
option pricing models.

When using valuation techniques to determine the fair value of financial instruments, the Group would choose
the input value in consistent with market participants, considering the transactions of related assets and liabilities.
All related observable market parameters are considered in priority, including interest rate, foreign exchange rate,
commodity prices and share prices or index. When related observable parameters are unavailable or inaccessible,
the Group uses unobservable parameters and makes estimates for credit risk, market volatility, etc.

(3) Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit
will be available against which the loss and timing difference can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that can be recognised, based upon the likely timing
and level of future taxable profits together with future tax planning strategies.

Change in accounting estimates

When measuring the insurance contract liabilities, the Group determines actuarial assumptions such as discount
rate, mortality and morbidity, surrender rates, expense assumptions and policy dividend assumptions based on
information currently available as at the end of the reporting period.

As at 31 December 2022, the Group used information currently available to determine the above assumptions
and the impact of change in assumptions was charged to profit or loss. Such changes in accounting estimates
resulted in an increase in insurance contract liabilities as at 31 December 2022 by approximately RMB4,584 million,
and a decrease in profit before tax for the years ended 31 December 2022 by approximately RMB4,584 million.
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>
5 SCOPE OF CONSOLIDATION 3
c
(1) Particulars of the Company'’s principal subsidiaries as at 31 December 2022 ;
are set out below: n
Place and date
of incorporation/ Percentage of equity
registration and  Registered capital/ attributable to the Principal
Name business authorised capital Company activities
Direct Indirect =
Sunshine Life Insurance PRC/Mainland RMB18,342,500,000 100 — Life insurance Jz>
Corporation Limited @ China (17 > B
("Sunshine Life") December 2007) S=
BRABRBBHERA >z
0 >0
Sunshine Property and PRC/Mainland RMB5,746,000,000 96 4 Property and =Z§
Casualty Insurance Co., China (28 July casualty m&
Ltd. © 2005) insurance g
("Sunshine P&C")
5Bt E R AR ) B BR 22 m
I E
Sunshine Surety Insurance  PRC/Mainland RMB3,000,000,000 - 87 Credit and 8
Co., Ltd. @ China (11 guarantee 2
("Sunshine Surety”) January 2016) insurance Z
5t 15 RIRERIR AR D >
BAED c
Sunshine Asset PRC/Mainland RMB125,000,000 20 60 Asset
Management Co., Ltd. © China (4 management
(“Sunshine AMC") December 2012)
BRBEEERMHERA S
=0 =y
e
L
(i) The English names of these entities registered in the PRC represent the best efforts made by management of the Company to directly ;
translate their Chinese names as they did not register any official English name. <<D
m
=
(i) The above subsidiaries are registered as limited companies in accordance of the Company Law of the People’s Republic of China. E
)
m
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5 SCOPE OF CONSOL'DAT'ON (continued)

(2) As at 31 December 2022, the Group consolidated the following principal
structured entities:

Attributable Paid-in capital

Name equity interest (in RMB million) Principal activities

Sunshine Trust 100% Not Applicable Real estate investment

Spruce Trust 100% Not Applicable Real estate investment

Sunshine Hotel Trust 100% Not Applicable  Real estate investment

Sunshine Valley Trust 100% Not Applicable  Real estate investment

Sunshine Asset — Active Allocation No.2 Asset 99% 2,034  Asset management
Management Product

Sunshine Asset — Value Optimization Asset 76% 1,714 Asset management
Management Product

Sunshine Asset — Yingshi No.4 (Phase1) Asset 100% 1,352  Asset management
Management Product

Sunshine Asset — Growth Optimization Asset 100% 1,246  Asset management
Management Product

Sunshine Asset — Active Quantification No.1 100% 1,027  Asset management
Asset Management Product

Sunshine Asset — Proactive No.8 Asset 100% 1,021  Asset management

Management Product

6 SEGMENT INFORMATION

The Group presents segment information based on its major operating segments.

The Group’s operating segments are as follows:

(i)  The life insurance segment offers a wide range of life insurance products mainly by Sunshine Life.

(i)  The property and casualty insurance segment offers a wide range of property and casualty insurance products
mainly by Sunshine P&C and Sunshine Surety.

(iii) Other businesses segment mainly provides corporation management and assets management services.
Management monitors the operating results of the Group’s business units separately for the purpose of making

decisions with regard to resources allocation and performance assessment. Segment performance is assessed
based on indicators such as net profit.
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>
6 SEGMENT |NFORMAT|ON (continued) 8
c
. . . . . —
Transfer prices between operating segments are based on the amount stated in the contracts signed by both sides. c
wv
The segment analysis as at 31 December 2022 and for the year then ended is as follows:
Property and casualty insurance
Other
Life Sunshine Sunshine business and =
(in RMB million) insurance P&C Surety Subtotal  elimination :z:
Gross written premiums 68,295 40,409 36 40,445 - 108,740 ]z> g
Less: Premiums ceded to reinsurers (1,787) (2,057) - (2,057) - (3.844) :ZE
=
o
Net written premiums 66,508 38,352 36 38,388 - 104,896 Sz
Net change in unearned premium we
reserves 211 89 10 99 - 310 g
=
Net premiums earned 66,719 38,441 46 38,487 - 105,206 E
m
Investment income 18,056 1,940 27 1,967 (835) 19,188 8
Share of profits and losses of g
associates and joint ventures 1,065 187 - 187 (388) 864 <
Other income 901 159 1 170 2,249 3,320 IE
=
m
Total revenues 86,741 40,727 84 40,811 1,026 128,578
Net policyholders’ benefits and claims: 8
Life insurance death and other 3
benefits paid (32,121) - - - - (32121) =]
Claims incurred (1,101) (24,987) (25) (25,012) (30) (26,143) 5
m
Changes in long-term life insurance )
contract liabilities (29,167) - - - - (29,167) 2
Policyholder dividends (2,440) - - - - @M 3
Interest credited to investment JZ>
contracts (3,832) - - - - (3,832) (@}
Commission and brokerage expenses (7,040) (4,334) (23) (4,357) 199 (11,198)
Finance costs (814) (316) (1) (317) 17) (1,148)
Other operating and administrative
expenses (5,395) (9,293) (104) (9,397) (2,525) (17,317)
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6 SEGMENT INFORMATION (continued)

The segment analysis as at 31 December 2022 and for the year then ended is as follows: (continued)

Property and casualty insurance

Other

Life Sunshine Sunshine business and
(in RMB million) insurance P&C Surety Subtotal elimination Total
Total benefits, claims and expenses (81,910) (38,930) (153) (39,083) (2,373) (123,366)
Profit before tax 4,831 1,797 (69) 1,728 (1,347) 5,212
Income tax 105 (195) - (195) (107) (197)
Net profit 4,936 1,602 (69) 1,533 (1,454) 5,015
Segment assets 397,190 64,621 1,894 66,515 21,652 485,357
Segment liabilities 361,749 53,660 358 54,018 7,571 423,338

Other segment information for the year ended 31 December 2022:

Property and casualty insurance

Other

Life Sunshine Sunshine business and

(in RMB million) insurance P&C Surety Subtotal elimination
Depreciation and amortisation 500 392 8 400 761 1,661
Capital expenditure 169 160 - 160 1,072 1,401
Impairment loss charges 3,918 302 - 302 (452) 3,768

Interest income 9,844 852 27 879 189 10,912
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6 SEGMENT |NFORMAT|ON (continued)

The segment analysis as at 31 December 2021 and for the year then ended is as follows:

Property and casualty insurance

Other
Sunshine business and
(in RMB million) Life insurance  Sunshine P&C Surety Subtotal elimination Total
Gross written premiums 60,826 40,919 14 40,933 - 101,759
Less: Premiums ceded to reinsurers (1,295) (2,109) - (2,109) - (3,404)
Net written premiums 59,531 38,810 14 38,824 - 98,355
Net change in unearned premium
reserves 44 (1,053) 39 (1,014) (103) (1,073)
Net premiums earned 59,575 37,757 53 37,810 (103) 97,282
Investment income 12,670 2,312 38 2,350 2,076 17,096
Share of profits and losses of
associates and joint ventures 2,322 171 - 171 (174) 2,319
Other income 1,027 177 21 198 2,047 3,272
Total revenues 75,594 40,417 112 40,529 3,846 119,969
Net policyholders’ benefits and claims:
Life insurance death and other
benefits paid (12,447) - - - - (12,447)
Claims incurred (1,111) (25,148) (168) (25,316) (203)  (26,630)
Changes in long-term life insurance
contract liabilities (38,604) - - - - (38,604)
Policyholder dividends (2,144) - - - - (2,144)
Interest credited to investment
contracts (3,470) - - - - (3,470)
Commission and brokerage expenses (6,739) (5,242) (M (5,243) 230 (11,752)
Finance costs (1,074) (196) (1) (197) (70) (1,341)
Other operating and administrative
expenses (6,028) (9,514) (114) (9,628) (2,200)  (17,856)
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6 SEGMENT |NFORMAT|ON (continued)

The segment analysis as at 31 December 2021 and for the year then ended is as follows: (continued)

Property and casualty insurance

Other

Sunshine business and
(in RMB million) Life insurance  Sunshine P&C Surety Subtotal elimination Total
Total benefits, claims and expenses (71,617) (40,100) (284) (40,384) (2,243) (114,244)
Profit before tax 3,977 317 (172) 145 1,603 5,725
Income tax 553 135 - 135 (393) 295
Net profit 4,530 452 (172) 280 1,210 6,020
Segment assets 361,263 64,578 2,282 66,860 13,500 441,623
Segment liabilities 324,330 53,052 676 53,728 4,349 382,407

Other segment information for the year ended 31 December 2021:
Property and casualty insurance

Other

Sunshine business and
(in RMB million) Life insurance  Sunshine P&C Surety Subtotal elimination Total
Depreciation and amortisation 515 402 12 414 786 1,715
Capital expenditure 270 119 1 120 1,886 2,276
Impairment loss charges 1,495 393 - 393 (632) 1,256

Interest income 8,514 739 35 774 433 9,721
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7 GROSS AND NET WRITTEN PREMIUMS

i 8 o) C m
(a) Gross written premiums
Property and casualty insurance premiums 40,445 40,933
Short-term life insurance premiums 2,758 1,810
Long-term life insurance premiums 65,537 59,016
Total 108,740 101,759
(b) Premiums ceded to reinsurers
Property and casualty insurance premiums ceded to reinsurers (2,057) (2,109)
Short-term life insurance premiums ceded to reinsurers (1,001) (270)
Long-term life insurance premiums ceded to reinsurers (786) (1,025)
Total (3,844) (3,404)
(c) Net written premiums 104,896 98,355

8 INVESTMENT INCOME
i 8 o)  m
Interest and dividend income (a) 15,067 13,665
Realised gains (b) 6,734 5,826
Unrealised gains/(losses) (c) 618 (2,172)
Operating lease income from investment properties 305 421
Charge of impairment losses on financial assets, net (3,536) (644)
Total 19,188 17,096
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8 |NVESTMENT |NCOME (continued)

(a) Interest and dividend income

(in RMB million)

2021
Debt investments 9,161 8,610
Equity investments 4,054 3,174
Bank deposits 1,226 1,334
Policy loans 494 460
Securities purchased under agreements to resell 132 87
Total 15,067 13,665
(b) Realised gains
i a8 i) T
Debt investments 2,503 186
Equity investments 4,231 5,640
Total 6,734 5,826
(c) Unrealised gains/(losses)
i v o) I e
Debt investments 167 139
Equity investments 461 (2,269)
Financial liabilities at fair value through profit or loss (10) (42)
Total 618 (2,172)
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>
9 OTHER INCOME 3
c
(in RMB million) m 2021 ;
Income from hotel operation 947 648 &
Income from hospital operation 847 954
Income from investment contracts 467 668
Asset management fee 350 346
Others 709 656
Total 3,320 3,272 E
>
=0
10 NET POLICYHOLDERS’ BENEFITS AND CLAIMS 25
=o
<wn
(in RMB million) %g
Life insurance death and other benefits paid 32,767 (646) 32,121 3
Claims incurred 28,158 (2,015) 26,143 =
Short-term life insurance 1,822 (721) 1,101 m
Property and casualty insurance 26,336 (1,294) 25,042 E
Changes in long-term life insurance contract liabilities 29,091 76 29,167 g
Policyholder dividends 2,440 - 2,440 =
O
<
Total 92,456 (2,585) 89,871 I:g
Cc
m
2021
(in RMB million) Gross Ceded Net
)
Life insurance death and other benefits paid 13,059 (612) 12,447 S.?
Claims incurred 28,164 (1,534) 26,630 §
Short-term life insurance 1,380 (270) 1,110 E‘
Property and casualty insurance 26,784 (1,264) 25,520 ;
Changes in long-term life insurance contract liabilities 38,674 (70) 38,604 <<3
Policyholder dividends 2,144 - 2,144 =
s
Total 82,041 (2,216) 79,825 =)
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11 FINANCE COSTS

i 8 o) T am
Interest on bonds payable 600 636
Interest on securities sold under agreements to repurchase 274 346
Interest on asset-backed securities 96 169
Interest on lease liabilities 28 38
Others 150 152
Total 1,148 1,341

12 PROFIT BEFORE TAX

Profit before tax is arrived after charging/(crediting) the following:

i 8 o) )
Employee benefit expenses 9,349 9,364
Auditors’ remuneration 15 10
Depreciation of investment properties 287 295
Depreciation of property and equipment 774 774
Amortisation of intangible assets 33 15
Depreciation of right-of-use assets 567 631
Impairment losses on financial assets (note 8) 3,536 644
Impairment losses on other assets 232 612
Gain on disposal of items of property and equipment, intangible assets and

other long-term assets (1 (3)
Foreign exchange (gain)/loss, net (134) 87

13 EMPLOYEE BENEFIT EXPENSES
i 8 o) T am|
Salaries, allowances and other benefits 8,632 8,683
Contributions to defined contribution plans 717 681
Total 9,349 9,364
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>
14 DIRECTORS’ AND SUPERVISORS" REMUNERATION 3
c
Directors’ emoluments -
w
The aggregate amounts of emoluments paid to directors of the Company for the year ended 31 December 2022
are as follows:
Salaries, Contributions
allowances to defined
and other  contribution Individual E
Name benefits plans Total after tax income tax JZ>
>0
(in RMB thousand) s E
Executive directors >
ZHANG Weigong - 3,801 60 3,861 2,525 .
=
ZHAOQO Zongren - 2,947 - 2,947 1,844 S -
Ll Ke — 3,839 a1 3,880 2,548 we
PENG Jihai - 4,098 60 4,158 2,768 =
WANG Yongwen - 2,699 60 2,759 1,623 =
Non-executive directors @ —
WANG Jingwei — — — — — 5
YUAN Mouzhen - - - - - g
WU Yi (ii) = = = = = r?.l
CAIl Qiwu (@ - - - - - (w)
Independent non-executive §
directors p
MA Guangyuan ™ 252 - - 252 48 (g
LIU Zhanging 252 - - 252 438
WANG Jianxin 252 - - 252 438
GAO Bin 252 - - 252 48 8
JIA Ning 252 - - 252 48 =
o
=
Total 1,260 17,384 221 18,865 11,548 |
)
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14 DIRECTORS’ AND SUPERVISORS’ REMUNERATION (continued)

Directors’ emoluments (continued)

The aggregate amounts of emoluments paid to directors of the Company for the year ended 31 December 2021
are as follows:

Contributions

Salaries, to defined

allowances and contribution Individual
Name Fees  other benefits plans  Total after tax income tax
(in RMB thousand)
Executive directors
ZHANG Weigong - 4,464 55 4,519 3,125
ZHAO Zongren - 4,059 - 4,059 2,765
LI Ke - 5,145 42 5,187 3,703
PENG Jihai - 4,886 55 4,941 3,682
WANG Yongwen - 2,743 55 2,798 1,961
Non-executive directors @
WANG Jingwei - - - - -
YUAN Mouzhen - - - - -
WU Yi - - - - -
CAl Qiwu - - - - -
JIANG Xiong - - - - -
Independent non-executive

directors

MA Guangyuan 151 - - 151 29
LIU Zhanging 151 - - 151 29
WANG Jianxin 151 - - 151 29
GAO Bin 151 - - 151 29
JIA Ning 13 - - 13 2
FAN Gang 139 - - 139 26
Total 756 21,297 207 22,260 15,380

(i) Non-executive directors did not receive remuneration from the Company.

(ii) WU Yi resigned as a non-executive director in March 2022.

(iii)  CAIl Qiwu resigned as a non-executive director in April 2022.

(ivy  MA Guangyuan resigned as an independent non-executive director in January 2023. MA Guangyuan will continue to perform his
duties as an independent non-executive director of the Company and relevant duties as the chairman and member of various special

committees of the Board until the qualification of a newly appointed independent non-executive director of the Company is approved
by the CBIRC.
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>
14 DIRECTORS’ AND SUPERVISORS’ REMUNERATION (continued) 3
(=
Supervisors’ emoluments ;
w
The aggregate amounts of emoluments paid to supervisors of the Company for the year ended 31 December
2022 are as follows:
Salaries, Contributions
allowances to defined
and other  contribution Individual E
Name benefits plans Total after tax income tax §
(in RMB thousand) %g
ZHUANG Liang - 845 45 890 182 >
CHEN Zhijie - - - - - .
WANG Zhe 252 - - 252 8| X2
ZHANG Di @ - = - - - Gg
2
g
Total 252 845 45 1,142 230
m
=
The aggregate amounts of emoluments paid to supervisors of the Company for the year ended 31 December o
2021 are as follows: E
<
Contributions .E
Salaries, to defined E
allowances and contribution Individual
Name Fees  other benefits plans  Total after tax income tax
(in RMB thousand) 8
ZHUANG Liang - 646 40 686 307 £
CHEN Zhijie - - - - - S
WANG Zhe - - - - - E
JI Guangjun - 686 54 740 244 8
=
Total - 1,332 94 1,426 551 %
a
m

(i) CHEN Zhijie was a shareholder supervisor and did not receive remuneration from the Company. CHEN Zhijie resigned as supervisor
in June 2022.

(i) ZHANG Di was a shareholder supervisor and did not receive remuneration from the Company. Zhang Di was appointed as supervisor
in June 2022.
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14 DIRECTORS’ AND SUPERVISORS’ REMUNERATION (continued)
Five highest paid individuals

The five individuals with the highest emoluments in the Group for the years ended 31 December 2022 include
three directors disclosed above (2021: five directors), details of whose remuneration are set out as above in note
14. Details of the remuneration of the highest paid employees who are not directors are as follows:

i B thusand T

Salaries, allowances and other short-term benefits 14,242 -
Contributions to defined contribution plans 119 -
Total 14,361 -

The emoluments of the five highest paid individuals, except for the directors, fell within the following bands:

Number of individuals
2021

RMB1,000,001 — RMB2,000,000 - -
RMB2,000,001 — RMB3,000,000 - -
RMB3,000,001 - RMB4,000,000 = -
RMB4,000,001 = RMB5,000,000 = -
RMB5,000,001 — RMB6,000,000 =
RMB6,000,001 — RMB7,000,000 1 -
RMB7,000,001 — RMB8,000,000 1

RMB8,000,001 — RMB9,000,000 - -
RMB9,000,001 — RMB10,000,000 - -

Total 2 -

During the reporting period, no emoluments were paid by the Company to the directors, supervisors or any of
the five highest paid individuals as an inducement to join or upon joining the Company or compensation for loss
of office as a director of any member of the Group or of any other office in connection with the management.

The emoluments of the five highest paid individuals are the total emoluments paid to them during the reporting
period.
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15 INCOME TAX

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current

tax assets against current tax liabilities and when the deferred income tax relates to the same tax authority.

(a) Income tax:

(in RMB million)

Current income tax
Deferred income tax (note 38)

Total

371 146
(174) (441)
197 (295)

(b) The reconciliation between the Group’s effective tax rate and the statutory

tax rate of 25% in the PRC is as follows:

i 8 o) )
Profit before income tax 5,212 5,725
Tax computed at the statutory tax rate 1,303 1,431
Non-taxable income (1,625) (1,906)
Expenses not deductible for tax purposes 42 52
Tax losses utilised from previous periods (1) (308)
Effect of unrecognised deferred tax assets 593 571
Adjustments in respect of current tax of previous periods (13) (19)
Others (102) (116)
Income tax at the effective tax rate 197 (295)

16 EARNINGS PER SHARE

The calculation of earnings per share is based on the following:

Consolidated net profit attributable to equity owners of the parent (in RMB

million) 4,881 5,883
Weighted average number of ordinary shares in issue (in million shares) 10,421 10,351
Basic earnings per share RMBO0.47 RMBO0.57
Diluted earnings per share RMBO0.47 RMBO0.57
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17 DIVIDENDS

(in RMB million) 2021
Dividends recognised as distributions during the year:

2021 final dividend — RMBO.15 per ordinary share 1,553 -
2020 final dividend — RMBO0.12 per ordinary share - 1,242

18 PROPERTY AND EQUIPMENT

Land and Office Motor Construction

(in RMB million) buildings  equipment vehicles  in progress Others

Cost

As at 1 January 2022 14,894 1,516 595 4,077 1,478 22,560
Transfers upon completion 1,269 - - (1,269) - -
Additions 60 98 23 943 189 1,313
Disposals - (90) (29) = (5) (124)
Exchange realignment 183 7 - - 9 199
As at 31 December 2022 16,406 1,531 589 3,751 1,671 23,948

Accumulated depreciation

As at 1 January 2022 (1,851) (918) (346) - (1,139) (4,254)
Charge for the year (430) (135) (37) - (172) (774)
Disposals - 32 27 - - 59
Exchange realignment (30) (2) - = (9) (41)
As at 31 December 2022 (2,311) (1,023) (356) - (1,320) (5,010)
Impairment

As at 1 January 2022 - - - = = -

As at 31 December 2022 - = = - - _

Net book value
As at 1 January 2022 13,043 598 249 4,077 339 18,306

As at 31 December 2022 14,095 508 233 3,751 351 18,938




Sunshine Insurance Group Company Limited | 2022 Annual Report 211

>
18 PROPERTY AND EQUIPMENT (continued) 3
Land and Office Construction S'
(in RMB million) buildings equipment Motor vehicles in progress Others Total &
Cost
As at 1 January 2021 12,241 1,499 600 7,262 1,280 22,882
Transfers upon completion 2,788 5 - (2,861) 68 -
Additions 17 130 27 1,799 222 2,195
Transfer to investment properties - - - (2,123) - (2,123)
Disposals (27) (90) (32) - (14) (163) E
Exchange realignment (125) (28) - - (78) (231) ;Z>
Za
As at 31 December 2021 14,894 1,516 595 4,077 1,478 22,560 g E
=5
2o
Accumulated depreciation 3 ﬁ
As at 1 January 2021 (1,479) (895) (325) - (938) (3,637) 7 =
Charge for the year (401) (100) (49) - (224) (774) =
Disposals 5 72 28 - 8 113 =
Exchange realignment 24 5 - - 15 44 —
=
w
As at 31 December 2021 (1,851) (918) (346) - (1,139) (4,254) g
2
Impairment Z
As at 1 January 2021 - - - - - - IZE
Cc
m
As at 31 December 2021 - - - - - -
Net book value A
As at 1 January 2021 10,762 604 275 7,262 342 19,245 %
S
As at 31 December 2021 13,043 598 249 4,077 339 18,306 E
)
=
As at 31 December 2022, the net book value of buildings which was in the process of obtaining title certificates %
was RMB4,589 million (31 December 2021: RMB6,262 million). =
m
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19 LEASES

(a) Right-of-use assets

Prepaid land
(in RMB million) Buildings lease payments
Cost
As at 1 January 2022 2,424 2,659 8 5,091
Additions 368 - 5 373
Deductions (307) - - (307)
As at 31 December 2022 2,485 2,659 13 5,157

Accumulated depreciation

As at 1 January 2022 (1,332) (458) (3) (1,793)
Charge for the year (493) (68) (6) (567)
Deductions 254 - - 254
As at 31 December 2022 (1,571) (526) 9) (2,106)
Impairment

As at 1 January 2022 - = = -

As at 31 December 2022 = = - _

Net book value
As at 1 January 2022 1,092 2,201 5 3,298

As at 31 December 2022 914 2,133 4 3,051
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>
19 LEASES (continued) 8
(=
(a) Right-of-use assets (continued) -
w
Prepaid land
(in RMB million) Buildings lease payments Others Total
Cost
As at 1 January 2021 2,045 2,659 2 4,706
Additions 505 - 10 515
Deductions (126) - (4) (130) =
>
>
As at 31 December 2021 2,424 2,659 8 5,091 JZ> Q
52
>
Accumulated depreciation § =
As at 1 January 2021 (871) (388) 2) (1,261) 2
Charge for the year (560) (70) (1 (631) ac
Deductions 99 — - 99 2
o
=
As at 31 December 2021 (1,332) (458) (3) (1,793) m
=
o
Impairment g
As at 1 January 2021 - - - - g
O
<
As at 31 December 2021 - - - - >
=
c
m
Net book value
As at 1 January 2021 1,174 2,271 - 3,445
o
As at 31 December 2021 1,092 2,201 5 3,298 =
e
>
m
The Group had no significant profit or loss from subleasing right-of-use assets or sale and leaseback transactions o
o
for the year ended 31 December 2022 and 2021. =
3
(b) The amounts recognised in profit or loss in relation to leases are as follows: .‘-'Zr.’

v T

=
Interest on lease liabilities 28 38 %
Depreciation charge of right-of-use assets 567 631 =
Expense relating to short-term leases and leases of low-value assets 72 84 =
=
=
Total 667 753 3
=
—
o
=
2
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20 INVESTMENT PROPERTIES

(in RMB million)

Cost

Beginning of year

Additions

Transfer from property and equipment

End of year

Accumulated depreciation
Beginning of year
Additions

End of year

Impairment losses
Beginning of year

End of year

Net book value
Beginning of year

End of year

Fair value
End of year

11,123 8,967
= 33
= 2,123
11,123 11,123
(1,502) (1,207)
(287) (295)
(1,789) (1,502)
(249) (249)
(249) (249)
9,372 7,511
9,085 9,372
13,292 13,630

The Group has no restrictions on the use of its investment properties and no contractual obligations to each

investment property purchased, constructed or developed or for repairs, maintenance and enhancements.

As at 31 December 2022, the net book value of investment properties which was in the process of obtaining
title certificates was RMB87 million (31 December 2021: RMB2,232 million).

The fair values of investment properties of the Group as at 31 December 2022 and 2021 were estimated by

the Group having regards to valuations performed by independent appraisers. The investment properties were

classified as Level 3 in the fair value hierarchy.
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21 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

(in RMB million)

Associates
Huishang Bank Co., Ltd. (“Huishang Bank")
Others

Subtotal

Joint ventures

Total

31 December 2022

Proportion of

ordinary shares

Carrying held by the

amount Fair value Group (%)

3,750 1,325 4.31*
11,250
15,000
1,136
16,136

31 December 2021

Proportion of

ordinary shares

held by the Group

(in RMB million) Carrying amount Fair value (%)

Associates

China Yangtze Power Co., Ltd. 12,037 18,772 3.64*

Huishang Bank 3,178 1,276 4.31%
Others 12,427
Subtotal 27,642
Joint ventures 1,153
Total 28,795

*

Management has assessed the level of influence on such entities and determined that the Group has significant influence even though

the respective shareholding is below 20% because of the board representation or other arrangements made.
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21 INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (continued)

As at 31 December 2022, the fair values of the Group’s investments in certain listed associates were below
their carrying amounts. As a result, the Group performed an impairment test on investments in such associates.
Impairment test was performed by comparing the recoverable amount of such associates, determined by value-
in-use approach, with their carrying amount. Management judgement is required in estimating the future cash
flows. Based on management’s assessment results, no impairment loss were provided for the year ended 31
December 2022.

The Group had no contingent liabilities with the associates and joint ventures as at 31 December 2022.

22 HELD-TO-MATURITY FINANCIAL ASSETS

31 December 31 December
(in RMB million) 2022 2021

Listed
Debt investments
Government bonds 24,142 26,392
Corporate bonds 368 370
Subtotal 24,510 26,762
Unlisted
Debt investments
Government bonds 68,288 34,555
Finance bonds 18,800 17,751
Corporate bonds 3,106 5,025
Subtotal 90,194 57,331
Total 114,704 84,093
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>
23 INVESTMENTS CLASSIFIED AS LOANS AND RECEIVABLES 3
c
31 December ;
(in RMB million) 2022 2021 ()
Debt investments
Debt investment scheme 13,799 13,153
Trust scheme 21,489 17,758
Others - 280
Total 35,288 31,191 =
>
Za
24 TERM DEPOSITS :E
=5
31 December Eg
(in RMB million) 2022 2021 a -
w
Maturing period g
Within 3 months (including 3 months) 11,525 15 =
3 months to 1 year (including 1 year) 6,658 186 —
1 to 2 years (including 2 years) 2,700 18,000 E
2 to 3 years (including 3 years) - 2,700 g
3 to 4 years (including 4 years) 1,500 - o
4 to 5 years (including 5 years) - 1,500 S
<
>
Total 22,383 22,401 c
m
25 STATUTORY DEPOSITS
)
31 December 31 December _C:é
(in RMB million) 2022 2021 g
Contractual maturity schedule: E
Within one year 1,498 2,230 8
After one year but within five years 3,920 3,188 =
%
Total 5,418 5,418 =
m

Insurance companies in China are required to deposit an amount that equals to 20% of their registered capital
with banks for the compliance with regulations of the CBIRC. These funds may not be used for any purpose
other than for paying off debts during liquidation proceedings.
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26 AVAILABLE-FOR-SALE FINANCIAL ASSETS

31 December 31 December
(in RMB million) 2022 2021

Available-for-sale financial assets, at fair value
Listed
Debt investments
Government bonds 13 66
Finance bonds 291 142
Corporate bonds 4,412 2,892
Mortgage-backed securities 793 466
Equity investments
Equity securities 45,179 32,085
Funds 926 1,535
Other equity investments 203 922
Subtotal 51,817 38,108
Unlisted
Debt investments
Government bonds 15,511 39,500
Finance bonds 17,933 17,693
Corporate bonds 5,322 4,516
Interbank deposit 17,645 5,680
Debt investment scheme 7,635 6,650
Trust schemes 7,285 6,850
Equity investments
Funds 19,072 14,621
Other equity investments 6,843 6,911
Subtotal 97,246 102,421
Available-for-sale financial assets, at cost
Equity investments 20,406 18,972
Total 169,469 159,501




Sunshine Insurance Group Company Limited | 2022 Annual Report 219

>
27 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 3
c
31 December 31 December ;
(in RMB million) 2022 2021 (%]
Listed
Debt investments
Government bonds 12 11
Finance bonds 20 -
Corporate bonds 827 758
Mortgage-backed securities 339 - E
Equity investments £
Equity securities 7,793 1,771 = o
Funds 70 16 o=
>=
:(Z> —
Subtotal 9,061 2,556 =3
“N
wC
a
Unlisted o
Debt investments =
Government bonds 128 122 —
Finance bonds 1,071 1,481 5
Corporate bonds 1,410 1,079 g
Interbank deposits 2,737 4,857 rUn
Equity investments o
Funds 2,979 1,440 §
Other equity investments 3,069 626 c
m
Subtotal 11,394 9,605
Ia)
Total 20,455 12,161 g
O
o
>
28 SECURITIES PURCHASED UNDER AGREEMENTS TO RESELL 2"';
(@]
31 December 31 December =
(in RMB million) 2022 2021 =
>
Securities — bonds %
m
Inter-bank market 2,885 17,667
Stock exchange 4,490 951
Total 7,375 18,618
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29 PREMIUMS RECEIVABLE

31 December
2022

31 December

(in RMB million) 2021
Premium receivables 16,285 16,946
Less: Provision for impairment of premium receivables (1,460) (1,457)
Premium receivables, net 14,825 15,489
Property and casualty insurance 13,146 14,288
Life insurance 1,679 1,201
Premium receivables, net 14,825 15,489
An aging analysis of premium receivables is as follows:

31 December 31 December

(in RMB million) 2022 2021
Within 3 months 14,550 15,427
Over 3 months but within 1 year 505 274
Over 1 year 1,230 1,245
16,285 16,946

Less: Provision for impairment of premium receivables (1,460) (1,457)
Premium receivables, net 14,825 15,489

30 REINSURANCE ASSETS

(in RMB million)

31 December

2022

Reinsurers’ share of insurance contract liabilities (note 34)

31 December
2021

3,918

3,391




31 POLICYHOLDER ACCOUNT ASSETS IN RESPECT OF INVESTMENT

CONTRACTS
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31 December

31 December
2022
1

(in RMB million) 2021
Cash and bank balances -
Financial assets at fair value through profit or loss 271 296
Available-for-sale financial assets 20 20
Interest receivables 5 6
Total 297 322
32 OTHER ASSETS

31 December 31 December
(in RMB million) 2022 2021
Reinsurance accounts receivable 2,924 2,172
Credit insurance subrogation receivable 884 929
Refundable deposits 395 382
Co-insurance receivable 337 350
Other receivables 2,883 2,728
Intangible assets 107 52
Prepaid expenses 73 84
Others 1,594 1,450
Total 9,197 8,147

33 CASH AND SHORT-TERM TIME DEPOSITS

(in RMB million)

31 December

2022

Cash at bank and on hand

31 December
2021

17,454

6,664
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34 INSURANCE CONTRACT LIABILITIES

31 December 2022

Reinsurers’ share

of insurance

Insurance contract liabilities
(in RMB million) contract liabilities (note 30)

Long-term life insurance contracts 229,990 (879) 229,111

Short-term life insurance contracts

Unearned premiums 215 (245) (30)
Claim reserves 612 (176) 436
Subtotal 230,817 (1,300) 229,517

Property and casualty insurance contracts

Unearned premiums 23,922 (845) 23,077
Claim reserves 13,647 (1,773) 11,874
Subtotal 37,569 (2,618) 34,951
Total 268,386 (3,918) 264,468

31 December 2021

Reinsurers’ share of
Insurance contract insurance contract
(in RMB million) liabilities  liabilities (note 30) Net

Long-term life insurance contracts 200,899 (955) 199,944

Short-term life insurance contracts

Unearned premiums 254 (73) 181
Claim reserves 804 (119) 685
Subtotal 201,957 (1,147) 200,810

Property and casualty insurance contracts

Unearned premiums 24,014 (838) 23,176
Claim reserves 13,005 (1,406) 11,599
Subtotal 37,019 (2,244) 34,775

Total 238,976 (3,391) 235,585
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>
34 INSURANCE CONTRACT LIABILITIES (continued) 3
c
(a) Long-term life insurance contract liabilities ;
wv
Reinsurers’
share of
Insurance insurance
contract contract
(in RMB million) liabilities liabilities Net
As at 1 January 2021 162,225 (885) 161,340 =
=
Increase 51,733 (682) 51,051 JZ> ﬂ
Decrease o E
Claims paid (7,170) 612 (6,558) =3
Surrenders (5,889) - (5,889) 2o
<wun
% ¥a)
e
As at 31 December 2021 200,899 (955) 199,944 (%)
S
Increase 61,858 (570) 61,288 m
Decrease =
Claims paid (7,810) 646 (7,164) m
Surrenders (24,957) - (24,957) 8
m
O
As at 31 December 2022 229,990 (879) 229,111 §
c
m
)
o
=
o
o
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34 INSURANCE CONTRACT LIABILITIES (continued)
(b) Short-term life insurance contract liabilities

Movements of unearned premiums

Reinsurers’

share of

Insurance insurance

contract contract
(in RMB million) liabilities liabilities Net
As at 1 January 2021 305 (80) 225
Premiums written 1,810 (270) 1,540
Premiums earned (1,861) 277 (1,584)
As at 31 December 2021 254 (73) 181
Premiums written 2,758 (1,001) 1,757
Premiums earned (2,797) 829 (1,968)
As at 31 December 2022 215 (245) (30)

Movements of claim reserves

Reinsurers’

share of

Insurance insurance

contract contract
(in RMB million) liabilities liabilities Net
As at 1 January 2021 657 (145) 512
Claims incurred 1,380 (270) 1,110
Claims paid (1,233) 296 (937)
As at 31 December 2021 804 (119) 685
Claims incurred 1,822 (721) 1,101
Claims paid (2,014) 664 (1,350)
As at 31 December 2022 612 (176) 436
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>
34 INSURANCE CONTRACT LIABILITIES (continued) 3
c
(c) Property and casualty insurance contract liabilities ;
wv
Movements of unearned premiums
Reinsurers’
share of
Insurance insurance
contract contract
(in RMB million) liabilities liabilities Net E
=
As at 1 January 2021 22,730 (671) 22,059 > g
m
S=
Premiums written 40,933 (2,109) 38,824 JZ>%
Premiums earned (39,649) 1,942 (37,707) llg o
<o
“N
wC
As at 31 December 2021 24,014 (838) 23,176 A
o
=
Premiums written 40,445 (2,057) 38,388
Premiums earned (40,537) 2,050 (38,487) E
w
m
As at 31 December 2022 23,922 (845) 23,077 8
m
O
) <
Movements of claim reserves .’3
=
Reinsurers’ m
share of
Insurance insurance
contract contract S
(in RMB million) liabilities liabilities Net f‘;
As at 1 January 2021 10,465 (904) 9,561 E
m
()
Claims incurred 26,784 (1,264) 25,520 2
Claims paid (24,244) 762 (23,482) g
>
=
As at 31 December 2021 13,005 (1,406) 11,599 o
Claims incurred 26,336 (1,294) 25,042
Claims paid (25,694) 927 (24,767)
As at 31 December 2022 13,647 (1,773) 11,874
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35 INVESTMENT CONTRACT LIABILITIES
(a) Unit-linked products

i a8 i) s
Beginning of year 205 203
Premiums received 2 6
Investment gain allocated to investment contracts 5 11
Surrenders (91) (13)
Others (27) )
End of year 94 205

(b) Universal life and other products
in 8 o) )
Beginning of year 86,034 75,519
Premiums received net of policy fees 9,210 12,779
Policyholder principal increased 3,904 3,543
Liabilities released for benefits paid (5,350) (5,807)
End of year 93,798 86,034

36 BONDS PAYABLE

The information of the Group’s major bonds payable is as follows:

Issuer Issue date Maturity Early Redemption option Interest rate Sl DI e 31 December
(in RMB million) 2022 2021
Sunshine P&C 2012/7113 15 years End of the tenth year 5.22%-7.22% - 1,000
Sunshine P&C 202171217 10 years End of the fifth year 4.5%-5.5% 4,998 4,999
Sunshine Life 2016/4/20 10 years None 4.5% 2,088 1,909
Sunshine Life 2021/3/30 10 years End of the fifth year 4.4%-5.4% 5,039 5,015
Total 12,125 12,923
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>
37 SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE 3
(=
31 December 31 December ;
(in RMB million) 2022 2021 ()
Bonds
Inter-bank market 16,596 11,669
Stock exchange 823 437
Total 17,419 12,106
=
>
>
As at 31 December 2022, bonds with par value of RMB20,173 million (31 December 2021: RMB13,984 million) ’Z’Q
o
was pledged as collateral for financial assets sold under agreements to repurchase resulting from repurchase ;g
transactions entered into by the Group in the interbank market. 2o
SR
e
For debt repurchase transactions through the stock exchange, the Group is required to deposit certain exchange- g
traded bonds into a collateral pool with fair value converted at a standard rate pursuant to the stock exchange's =
regulation which should be no less than the balance of the related repurchase transaction. As at 31 December E
2022, the par value of securities deposited in the collateral pool was RMB1,558 million (31 December 2021: .
RMB19,915 million). The collateral is restricted from trading during the period of the repurchase transaction. 8
m
o
<
38 DEFERRED TAX ASSETS AND LIABILITIES >
c
m
Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred tax assets and liabilities relate to income taxes, if any, to
be levied by the same tax authority and the same taxable entity. 3
=
)
i 8 o) C m 2 [
-
Net deferred income tax assets/(liabilities), at beginning of year 672 (612) ;
Recognised in profit or loss (note 15) 174 441 <<D
Recognised in other comprehensive income 1,594 843 =
=
Net deferred income tax assets/(liabilities), at end of year 2,440 672 (@}
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38 DEFERRED TAX ASSETS AND LIABILITIES (continued)

(in RMB million)

31 December
2022

Insurance contract liabilities
Impairment of assets
Salaries and welfare payable

Net fair value adjustment on available-for-sale financial assets and financial
assets at fair value through profit or loss

Others

Net deferred income tax assets/(liabilities)

Represented by:
Deferred tax assets
Deferred tax liabilities

31 December

2021
218 230
1,538 724
264 286
727 (876)
(307) 308
2,440 672
2,501 864
(61) (192)

39 OTHER LIABILITIES

(in RMB million)

31 December

Payables to reinsurers

Salaries and welfare payable
Brokerage and commission payable
Tax payable other than income tax
Accrued expenses

Deferred income

Dividends payable

Interest payables

Insurance guarantee fund

Payables for asset-backed securities
Others

Total

31 December

2022 2021
3,314 2,084
1,829 2,037
1,625 1,729
826 698
625 406
594 609
578 661
217 249
119 134
- 4,950
3.781 3,613
13,508 17,170

40 SHARE CAPITAL

31 December

2022

Numbers of shares issued and fully paid at RMB1 each (million)

31 December
2021

11,502

10,351
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40 SHARE CAPITAL (continued)

In December 2022, the Company conducted a global offering of overseas listed foreign shares (“H shares”).
The Company’s H shares have been listed on the Hong Kong Stock Exchange since 9 December 2022. Upon
the issuance of H shares, the share capital was increased to RMB11,502 million (before the exercise of H share

over-allotment option).

41 RESERVES

The amounts of the Group's reserves and the movements therein in the reporting period are presented in the

consolidated statement of changes in equity.

(a) General risk reserve

Pursuant to “Financial Standards of Financial Enterprises — Implementation Guide” issued by Ministry of Finance
of the People’s Republic of China (MOF) of the PRC on 30 March 2007, a general risk reserve should be set
aside to cover catastrophic or other losses as incurred by companies operating in the insurance businesses. The
Group’s respective entities would need to make appropriations for such reserve based on their respective annual
profit or year-end risk assets as determined in their annual financial statements. This reserve is not available for

profit-distribution and cannot be transferred to capital.

(b) Agriculture catastrophic loss reserve

Pursuant to “Regulation for the general risk reserve for catastrophic losses” issued by MOF of the PRC on 8
December 2013, the Group is required to make appropriation to a reserve when the agriculture insurance
business records underwriting profits. This reserve cannot be used for dividend distribution but can be utilised
when there are catastrophic losses. The reserve can be transferred to general risk reserve if the Group ceases

underwriting agriculture insurance business.

(c) Surplus reserve

In accordance with the Company Law and the Articles of Association, the Company is required to make
appropriation to a statutory surplus reserve based on its profit for the year (after offsetting any prior years’ losses)
as determined based on applicable financial regulations in the PRC. When the balance of such reserve fund
reaches 50% of the capital, any further appropriation is optional. The Company may also make appropriation to
a discretionary surplus reserve provided that the appropriation is approved by a resolution of the shareholders.
Subject to resolutions passed in general meetings, the statutory and discretionary surplus reserves can be
transferred to the share capital. The balance of the statutory surplus reserve fund after transfers to the share
capital should not be less than 25% of the share capital.
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42 DISCLOSURES ABOUT THE TEMPORARY EXEMPTION FROM IFRS 9

According to IFRS 4 Amendments, the Company made the assessment and concluded that the carrying amount of
the Group's liabilities arising from contracts within the scope of IFRS 4, which includes any deposit components or
embedded derivatives unbundled from insurance contracts, was significant compared to the total carrying amount
of all its liabilities; and the percentage of the total carrying amount of its liabilities connected with insurance
relative to the total carrying amount of all its liabilities is greater than 90 percent. There had been no significant
change in the activities of the Group since then that requires reassessment. Therefore, the Group’s activities
are predominantly connected with insurance, meeting the criteria to apply temporary exemption from IFRS 9.

(a) The tables below present the fair values of the following groups of financial
assets (i) and the fair value changes:

Fair value
31 December 31 December
(in RMB million) 2022 2021
Held for trading financial assets 20,455 12,161

Financial assets that are managed and whose performance are evaluated on
a fair value basis - -
Other financial assets 325,953 281,448
— Financial assets with contractual terms that give rise on specified dates
to cash flows that are solely payments of principal and interest on the

principal amount outstanding (“SPPI") 214,597 189,599
— Financial assets with contractual terms that do not give rise on SPPI 111,356 91,849
Total 346,408 293,609

Fair value changes
i 5 miion) )

Held for trading financial assets 627 (2,130)
Financial assets that are managed and whose performance are evaluated on
a fair value basis - -

Other financial assets (12,404) 6,047
— Financial assets with contractual terms that give rise on SPPI 353 6,063
— Financial assets with contractual terms that do not give rise on SPPI (12,757) (16)
Total (11,777) 3,917

(i) Only including securities at fair value through profit or loss, investments classified as loans and receivables, available-for-sale financial
assets and held-to-maturity financial assets.



42 DISCLOSURES ABOUT THE TEMPORARY EXEMPTION FROM IFRS 9

(continued)

(b) The table below presents the credit risk exposure (ii) for aforementioned

financial assets with contractual terms that give rise on SPPI:

(in RMB million)

31 December

Domestic

Rating not required ™

AAA
AA+
AA
AA-
A
A—

Subtotal

Overseas
AAA

AA

A+

A

A_

BBB+

BBB

BBB-

Not rated ™

Subtotal

Total

Carrying amount
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31 December

2022 2021
126,758 121,481
72,708 51,717
1,557 1,492
588 539
177 181
2,500 2,500

= 60
204,288 177,970
765 -

- 82

1,180 2,612
288 578

77 371

30 211

42 228

- 130

1,863 1,315
4,245 5,527
208,533 183,497
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42 DISCLOSURES ABOUT THE TEMPORARY EXEMPTION FROM IFRS 9

(continued)

(c) The table below presents financial assets without low credit risk for
aforementioned financial assets with contractual terms that give rise on

SPPI:
31 December 2022
Carrying
(in RMB million) amount (i Fair value
Domestic 4,822 4,822
Total 4,822 4,822
31 December 2021
Carrying
(in RMB million) amount @ Fair value
Domestic 4,772 4,772
Total 4,772 4,772

(ii)  Credit risk ratings for domestic assets are provided by domestic qualified external rating agencies and credit risk ratings for overseas
assets are provided by overseas qualified external rating agencies.

(iii) ~ For financial assets measured at amortised cost, carrying amount before adjusting impairment allowance is disclosed here.

(iv)  Mainly including government bonds and financial bonds.
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>
43 NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS 3
c
Reconciliation of profit before tax to net cash flows from operating activities: c
wn
i 048 i) T
Profit before income tax 5,212 5,725
Investment income (19,188) (17,096)
Foreign exchange (gains)/loss (134) 87 =
Finance costs 1,148 1,341 P
Charge of impairment losses on insurance receivables and other assets, net 232 612 > g
Depreciation of right-of-use assets 567 631 s E
Depreciation of property and equipment 774 774 JZ> =
Depreciation of investment properties 287 295 = ;
Amortisation of intangible assets 33 15 éﬁ
Amortisation of other assets 7 25 v é
Share of profits and losses of associates and joint ventures (864) (2,319) o
Gain on disposal of items of property and equipment, intangible assets and =
other long-term assets, net (1) 3) m
=
w
m
(11,927) (9,913) (o)
Increase in reinsurance assets (527) (706) 2
Decrease/(increase) in insurance receivables 664 (1,297) Z
Increase in other operating assets (1,524) (48) >
Increase in insurance contract liabilities 29,410 42,594 E
Increase in other operating liabilities 10,476 14,248
Income tax paid (343) (305)
)
Net cash inflows from operating activities 26,229 44,573 =)
)
>
-
44 FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES ™
o
Fair value estimates are made at a specific point in time based on relevant market information and information E
about financial instruments. When an active market exists, such as an authorised securities exchange, the market ;Z>
=
value is the best reflection of the fair values of financial instruments. For financial instruments where there is =

no active market, fair value is determined using valuation techniques.
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44 FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES (continued)

The Group’s financial assets mainly include cash and short-term time deposits, financial assets at fair value
through profit or loss, securities purchased under agreements to resell, policy loans, term deposits, available-for-
sale financial assets, held-to-maturity financial assets, investments classified as loans and receivables, statutory

deposits, etc.

The following table summarises the carrying value and estimated fair value of held-to-maturity financial assets,
investments classified as loans and receivables, and bonds payable that measured at amortised cost with fair

value not approximate to the carrying amount.

31 December 2022

(in RMB million) Carrying amount Fair value

Financial assets:
Held-to-maturity financial assets 114,704 121,810
Investments classified as loans and receivables 35,288 34,674

Financial liabilities:
Bonds payable 12,125 12,715

31 December 2021

(in RMB million) Carrying amount Fair value

Financial assets:
Held-to-maturity financial assets 84,093 90,102
Investments classified as loans and receivables 31,191 31,845

Financial liabilities:
Bonds payable 12,923 13,922

The Group has not disclosed fair values for certain investment contract liabilities with discretionary participation
features ("DPF"”) because fair values or fair value ranges for the DPF cannot be reliably estimated. There is no

active market for these instruments which will be settled with policyholders in the normal course of business.

The carrying amounts of other financial assets and financial liabilities approximate their fair values.
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45 FAIR VALUE MEASUREMENT

Determination of fair value and fair value hierarchy

SN LNOogv

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy. The fair value hierarchy prioritises the inputs to valuation techniques used to
measure fair value into three broad levels. The level in the fair value hierarchy within which the fair value
measurement is categorised in its entirety is determined on the basis of the lowest level input that is significant

to the fair value measurement in its entirety.

The levels of the fair value hierarchy are as follows:

(@) Fair value is based on quoted prices (unadjusted) in active markets for identical assets or liabilities (“Level
1);

SISATVNY ANV
NOISSNDSIA LNJINIOVNVIN

(b) Fair value is based on inputs other than quoted prices included within Level 1 that are observable for the

asset or liability, either directly (i. e., as prices) or indirectly (i. e., derived from prices) (“Level 2"); and

(c) Fair value is based on inputs for the asset or liability that are not based on observable market data
(unobservable inputs) (“Level 3").

iNTVA d3ada3igding

The level of fair value calculation is determined by the lowest level input with material significant in the overall
calculation. As such, the significance of the input should be considered from an overall perspective in the
calculation of fair value.

For Level 2 financial instruments, valuations are generally obtained from third party pricing services for identical
or comparable assets, or through the use of valuation methodologies using observable market inputs, or recent
guoted market prices. Valuation service providers typically gather, analyse and interpret information related to
market transactions and other key valuation model inputs from multiple sources, and through the use of widely
accepted internal valuation models, provide a theoretical quote on various securities. Debt securities traded among

IDNVNYIAOD I1LVHOdH0D

Chinese interbank market are classified as Level 2 when they are valued at recent quoted price from Chinese
interbank market or from valuation service providers. Substantially most financial instruments classified within
Level 2 of the fair value hierarchy are debt investments denominated in RMB. Fair value of debt investments
denominated in RMB is determined based upon the valuation results by the China Central Depository & Clearing
Co., Ltd. All significant inputs are observable in the market.
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45 FAIR VALUE MEASUREMENT (continued)

Determination of fair value and fair value hierarchy (continued)

For Level 3 financial instruments, prices are determined using valuation methodologies such as discounted cash
flow models and other similar techniques. Determinations to classify fair value measures within Level 3 of the
valuation hierarchy are generally based on the significance of the unobservable factors to the overall fair value

measurement, and valuation methodologies such as discounted cash flow models and other similar techniques.
For assets and liabilities that are recognised at fair value on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest level

input that is significant to the fair value measurement as a whole) at the end of the reporting period.

The following table provides the fair value measurement hierarchy of the Group’s assets and liabilities:

31 December 2022

(in RMB million) Level 1 Level 2 Level 3

Assets measured at fair value
Financial assets at fair value through profit or

loss
Equity securities 10,842 3,069 - 13,911
Debt securities 201 6,343 - 6,544
11,043 9,412 - 20,455
Available-for-sale financial assets
Equity securities 63,285 4,901 4,037 72,223
Debt securities 78 61,842 14,920 76,840
63,363 66,743 18,957 149,063
Assets for which fair values are disclosed
Held-to-maturity financial assets - 121,810 - 121,810
Investments classified as loans and receivables - - 34,674 34,674
Liabilities measured at fair value
Financial liabilities at fair value through profit
or loss - 4,546 - 4,546

Liabilities for which fair values are
disclosed
Bonds payable 1,810 10,905 - 12,715
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45 FAIR VALUE MEASUREMENT (continued) 3
c
Determination of fair value and fair value hierarchy (continued) ;
wn
The following table provides the fair value measurement hierarchy of the Group's assets and liabilities: (continued)
31 December 2021
(in RMB million) Level 1 Level 2 Level 3 Total
Assets measured at fair value =
Financial assets at fair value through profit or JZ>
loss >
. - >0
Equity securities 3,250 603 - 3,853 = E
Debt securities 213 8,095 - 8,308 gg
=5
==
3,463 8,698 - 12,161 a2
wC
w
0
Available-for-sale financial assets 2
Equity securities 46,188 6,086 3,800 56,074
Debt securities - 70,955 13,500 84,455 E
w©
m
46,188 77,041 17,300 140,529 o
m
O
Assets for which fair values are disclosed ;<>
Held-to-maturity financial assets - 90,102 - 90,102 c
Investments classified as loans and receivables - - 31,845 31,845 i
Liabilities measured at fair value A
Financial liabilities at fair value through profit =)
or loss - 2,432 - 2,432 §
>
-
m
Liabilities for which fair values are 8
disclosed =
Bonds payable 1,944 11,978 - 13,922 =
=
a)
m

For the year ended 31 December 2022 and 2021, there were no significant transfers between Level 1 and Level
2 fair value measurements.
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45 FAIR VALUE MEASUREMENT (continued)
Determination of fair value and fair value hierarchy (continued)

Reconciliation of movements in Level 3 financial instruments measured at fair value is as follows:

Available-for-sale financial assets

(in RMB million) Debt securities Equity securities
As at 1 January 2022 13,500 3,800
Purchases 1,320 91
Total gains recorded in other comprehensive income 350 146
Maturity (250) -
As at 31 December 2022 14,920 4,037

Available-for-sale financial assets

(in RMB million) Debt securities Equity securities
As at 1 January 2021 9,270 4,013
Purchases 4,230 -
Transferred out of Level 3 - (213)
As at 31 December 2021 13,500 3,800

Below is a summary of significant unobservable inputs to the valuation of available-for-sale financial assets at
fair value classified as Level 3 together as at 31 December 2022 and 2021.

Relationships

Significant between fair value
Valuation unobservable and unobservable
technique input Range inputs
Debt securities Discounted cash Discount rate 31 December 2022: The fair value is
flow method 3.18%-5.58% inversely related to
(31 December 2021: the discount rate
2.75%-4.55%)
Equity securities Discounted cash Discount rate 31 December 2022: The fair value is
flow method 3.45%-5.03% inversely related to
(31 December 2021: the discount rate

3.79%-5.44%)
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45 FAIR VALUE MEASUREMENT (continued)

Valuation techniques

The fair value of the unquoted debt investments is estimated by discounting future cash flows using rates
currently available for debt on similar terms, credit risk and remaining maturities, with appropriate adjustment
where applicable.

The fair value of the unquoted equity investments has been determined using valuation techniques such as
discounted cash flow method, comparison method of listed companies, recent transaction prices of the same
or similar instruments etc., with appropriate adjustments have been made where applicable, for example, using
option pricing models for lack of liquidity.

46 RISK MANAGEMENT
Insurance risk

(1) Types of insurance risks

Insurance risk refers to the risk that actual indemnity might exceed expected indemnity due to the frequency and
severity of insurance accidents, as well as the possibility that insurance surrender rates are being underestimated.
The principal risk the Group faces under such contracts is that the actual claims and benefit payments exceed
the carrying amount of insurance liabilities. This could occur due to any of the following factors:

e Occurrence risk — the possibility that the number of insured events will differ from those expected.
e Severity risk — the possibility that the cost of the events will differ from those expected.

e  Development risk — the possibility that changes may occur in the amount of an insurer’s obligation at the
end of the contract period.

The variability of risks is improved by diversification of risk of loss to a large portfolio of insurance contracts as a
more diversified portfolio is less likely to be affected across the board by change in any subset of the portfolio.
The variability of risks is also improved by careful selection and implementation of underwriting strategies and
guidelines.
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46 RISK MANAGEMENT (continued)
Insurance risk (continued)

(1) Types of insurance risks (continued)

The insurance business of the Group mainly comprises long-term life insurance contracts, property and casualty
and short-term life insurance contracts. For contracts where death is the insured risk, the significant factors
that could increase the overall frequency of claims are epidemics, widespread changes in lifestyles and natural
disasters, resulting in earlier or more claims than expected. For contracts where survival is the insured risk, the
most significant factor is continuing improvement in medical science and social conditions that would increase
longevity. For property and casualty insurance contracts, claims are often affected by natural disasters, calamities,
terrorist attacks, etc.

These risks currently do not vary significantly in relation to the location of the risk insured by the Group whilst
undue concentration by amounts could have an impact on the severity of benefit payments on a portfolio basis.

There would be no significant mitigating terms and conditions that reduce the insured risk accepted for contracts
with fixed and guaranteed benefits and fixed future premiums. However, for contracts with discretionary
participation features, the participating nature of these contracts results in a significant portion of the insurance
risk being shared with the insured party.

Insurance risk is also affected by the policyholders’ rights to terminate the contract, pay reduced premiums,
refuse to pay premiums or exercise annuity conversion option, etc. Thus, the resultant insurance risk is subject

to policyholders’ behaviour and decisions.

(2) Concentration of insurance risks

The Group runs its insurance business primarily within the PRC. Hence the geographical insurance risk is

concentrated primarily within the PRC.

The Group’s concentration of insurance risk is reflected by its major lines of business as analysed by insurance

contract liabilities in note 34.
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46 RISK MANAGEMENT (continued) 3
(=
Insurance risk (continued) -
w
(3) Assumptions and sensitivities
Long-term life insurance contracts
Assumptions
Significant judgement is required in determining insurance contract reserves and in choosing discount rates/
investment return, mortality, morbidity, lapse rates, expenses assumptions, and policy dividend relating to long- §
term life insurance contracts. ;z>
Za
S=
Sensitivities JZ> =
The Group has measured the impact on long-term life insurance contract liabilities using sensitivity analysis, of Qg
. . . . . . al(@]
varying independently certain assumptions under reasonable and possible circumstances. ne
wv
2
=
31 December 2022
Impact on E
gross long- @
term life o
. O
insurance Impact on Impact on m
Change in contract  profit before equity before Z
(in RMB million) assumptions liabilities tax tax IZE
Increase/ Increase/ Increase/ E
(decrease) (decrease) (decrease)
Discount rate/investment return +25bps (7,193) 7,193 7,193
Discount rate/investment return -25bps 7,770 (7,770) (7,770) A
Mortality/morbidity +10% 3,965 (3,965) (3,965) _%
Mortality/morbidity -10% (4,066) 4,066 4,066 g
Lapse and surrender rate +10% (379) 379 379 =
Lapse and surrender rate -10% 408 (408) (408) ;
Expenses +10% 587 (587) (587) =
Expenses -10% (586) 586 586 g
>
=
(@)
m

—=
—
>
=
(=]
>
=
3
=
=
m
=
m
—
=1
w
>
—
o
(=]
=
==
m
=
w




242 FINANCIAL STATEMENTS AND OTHERS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

46 RlSK MANAGEMENT (continued)
Insurance risk (continued)

(3) Assumptions and sensitivities (continued)

Long-term life insurance contracts (continued)
Sensitivities (continued)

31 December 2021

Impact on
gross long-term
life insurance

Change in contract Impact on profit Impact on equity

(in RMB million) assumptions liabilities before tax before tax
Increase/ Increase/ Increase/

(decrease) (decrease) (decrease)

Discount rate/investment return +25bps (5,245) 5,245 5,245
Discount rate/investment return -25bps 5,665 (5,665) (5,665)
Mortality/morbidity +10% 3,486 (3,486) (3,486)
Mortality/morbidity -10% (3,561) 3,561 3,561
Lapse and surrender rate +10% (569) 569 569
Lapse and surrender rate -10% 581 (581) (581)
Expenses +10% 523 (523) (523)
Expenses -10% (527) 527 527

Property and casualty and short-term life insurance contracts

Assumptions

The principal assumption underlying the estimates includes assumptions in respect of average claim costs, claims
handling costs, claims inflation factors and claim numbers for each accident year which are determined based
on the Group's past claim experiences. Judgement is used to assess the extent to which external factors such
as judicial decisions and government legislation affect the estimates.

Other key assumptions include delays in settlement, etc.

Sensitivities

It is not possible to quantify the sensitivity of certain variables such as legislative change and uncertainty in
the estimation process with any degree of confidence. Furthermore, because of delays that arise between
the occurrence of a claim and its subsequent notification and eventual settlement, the claim reserve was not
quantifiable with certainty at the end of the reporting period.
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46 RlSK MANAGEMENT (continued) 8
c
Insurance risk (continued) -
w
(3) Assumptions and sensitivities (continued)
Property and casualty and short-term life insurance contracts (continued)
Sensitivities (continued)
The following table indicates the gross claim development for property and casualty insurance contracts:
=
>
(in RMB million) 2018 2019 2020 2021 m—Total JZ>
>0
Estimated cumulative claims paid: s E
Year end 18,168 21,506 23,112 26,134 25,976 >
1 year later 18,399 21,196 23,139 26,129 E;
2 years later 18,784 21,319 22,911 ;,<, ﬁ
3 years later 18,869 21,717 =
w
4 years later 19,048 o
=2
Current estimate of cumulative m
claims 19,048 21,717 22,911 26,129 25,976 115,781 E
m
O
Cumulative payments to date 18,952 21,095 22,324 23,744 16,659 102,774 g
O
Subtotal 13,007 ;<>
=
=
Liability in respect of prior years,
unallocated loss adjustment
expenses, assumed business,
discount risk margin and 8
eliminations 640 3
— o
=
L
Total gross claim reserves of m
property and casualty insurance 8
contracts 13,647 ﬁ
X
=
>
=
Ia)
m
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46 RlSK MANAGEMENT (continued)
Insurance risk (continued)

(3) Assumptions and sensitivities (continued)

Property and casualty and short-term life insurance contracts (continued)
Sensitivities (continued)
The following table indicates the net claim development for property and casualty insurance contracts:

(in RMB million) 2018 2019 2020 2021 m Total

Estimated cumulative claims paid:

Year end 17,478 20,794 22,278 25,019 25,042
1 year later 17,664 20,493 22,351 24,836

2 years later 18,025 20,620 22,045

3 years later 18,084 20,803

4 years later 18,248

Current estimate of cumulative

claims 18,248 20,803 22,045 24,836 25,042 110,974
Cumulative payments to date 18,178 20,490 21,624 22,982 16,368 99,642
Subtotal 11,332

Liability in respect of prior years,
unallocated loss adjustment
expenses, assumed business,
discount risk margin and
eliminations 542

Total net claim reserves of
property and casualty insurance
contracts 11,874

When the other assumptions remain unchanged, if the expected net loss ratio decreased or increased by 1%,
the profit before tax of the Group would have increased or decreased by approximately RMB400 million for the
year ended 31 December 2022 (31 December 2021: RMB389 million).

Reinsurance

The Group limits its exposure to losses from insurance operations mainly through participation in reinsurance
arrangements. The majority of the business ceded is placed on the quota share basis and the surplus basis with
retention limits varying by product line. Amounts recoverable from reinsurers are estimated in a manner consistent
with the assumptions used for ascertaining the underlying policy benefits and are presented in the statement of

financial position as reinsurers’ share of insurance liabilities and amounts due from reinsurers.
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46 RlSK MANAGEMENT (continued)
Insurance risk (continued)

(3) Assumptions and sensitivities (continued)

Property and casualty and short-term life insurance contracts (continued)

Reinsurance (continued)

Even though the Group may have reinsurance arrangements, it is not relieved of its direct obligations to its
policyholders and thus a credit exposure exists with respect to reinsurance ceded, to the extent that any reinsurer

is unable to meet its obligations assumed under such reinsurance agreements.

Financial risk

(1) Market risk

Market risk is the risk of changes in fair value of financial instruments and future cash flows from fluctuation

of market prices, which includes foreign currency risk, interest rate risk and price risk.

(i) Foreign currency risk
The following tables summarise the Group’s exposure to foreign currency exchange rate risk at the end of the

reporting period by categorizing financial assets and financial liabilities by major currency.

31 December 2022

(in RMB million) HKD AUD

Financial assets

Cash and cash equivalents 3,110 6,344 295 5 9,754
Term deposits 25 - 137 - 162
Held-to-maturity financial assets 758 - - - 758
Financial assets at fair value

through profit or loss 14 - - - 14
Available-for-sale financial

assets 8,240 2,169 — 142 10,551
Total 12,147 8,513 432 147 21,239

Financial liabilities

Bonds payable 2,088 - - - 2,088
Others 522 - - - 522
Total 2,610 - - - 2,610
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46 RISK MANAGEMENT (continued)
Financial risk (continued)

(1) Market risk (continued)

(i) Foreign currency risk (continued)

31 December 2021

(in RMB million) usD HKD AUD EUR Total
Financial assets
Cash and cash equivalents 532 404 263 38 1,237
Term deposits 23 - - - 23
Held-to-maturity financial assets 1,257 - - - 1,257
Available-for-sale financial

assets 5,266 1,061 - 74 6,401
Total 7,078 1,465 263 112 8,918

Financial liabilities

Bonds payable 1,913 - - - 1,913
Others 478 - - - 478
Total 2,391 - - - 2,391

The analysis below is performed for reasonably possible movements in key variables with all other variables held
constant, showing the pre-tax impact on profit and equity when the foreign exchange rates of USD and other
foreign currencies vary.

31 December 2022
Impact on profit Impact on equity

(in RMB million) before tax before tax
Increase/ Increase/

(decrease) (decrease)

+10% 808 1,863
-10% (808) (1,863)

31 December 2021

Impact on profit Impact on equity

(in RMB million) before tax before tax
Increase/ Increase/

(decrease) (decrease)

+10% 13 653

-10% (13) (653)
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46 RlSK MANAGEMENT (continued) 8
(=
Financial risk (continued) ;
w
(1) Market risk (continued)
(ii) Price risk
Price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), whether those changes
are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar E
financial instruments traded in the market. E
>
m
S5
The Group's price risk exposure relates to financial assets and liabilities whose values will fluctuate as a result of = 2
. : . o . . . L . >
changes in market prices, which mainly include listed equity securities and security investment funds of available- > g
. . . . . . al(@]
for-sale financial assets and financial assets at fair value through profit or loss. ne
w
S
The Group manages price risk by holding an appropriately diversified investment portfolio as permitted by laws
and regulations designed to reduce the risk of concentration in any one specific industry or issuer. E
m
o
The analysis below is performed for reasonably possible movements in price with all other assumptions held =
constant, showing the pre-tax impact on profit and equity of the Group when the price of all kinds of financial :
instruments had been 10% higher/lower. 2
=
31 December 2022
(in RMB million) Impact on profit Impact on equity
Increase/ Increase/ 8
(decrease) (decrease) g
=
Change in assumptions >
+10% 1,237 7,853 Pl
-10% (1,237) (7,853) <<3
m
X
=
>
31 December 2021 =
m

(in RMB million) Impact on profit Impact on equity
Increase/(decrease) Increase/(decrease)

Change in assumptions
+10% 344 5,863
-10% (344) (5,863)
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46 RlSK MANAGEMENT (continued)

Financial risk (continued)

(1) Market risk (continued)

(iii) Interest rate risk
Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate due to

changes in market interest rates.

The Group’s financial assets are principally composed of term deposits, debt securities and loans which are
exposed to interest rate risk. The Group manages interest rate risk through adjustments to portfolio structure
and duration, and, to the extent possible, by monitoring the mean duration of its assets and liabilities.

The analysis below is performed for reasonably possible movements in interest rate with all other variables held

constant, showing the pre-tax impact on the Group’s profit and equity.

31 December 2022
(in RMB million) Impact on profit Impact on equity

Increase/ Increase/
(decrease) (decrease)

Change in assumptions
+50bps 16 (1,284)
—-50bps (16) 1,284

31 December 2021

(in RMB million) Impact on profit Impact on equity
Increase/(decrease) Increase/(decrease)

Change in assumptions
+50bps (60) (3,536)
-50bps 60 3,536
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46 RISK MANAGEMENT (continued)

Financial risk (continued)

(2) Credit risk

Credit risk is the risk that one party of a financial transaction or the issuer of a financial instrument will fail
to discharge its obligation and cause another party to incur a financial loss. Because the Group’s investment
portfolio is restricted to the types of investments as permitted by the CBIRC and a significant portion of the
portfolio is in government bonds, government agency bonds, interbank deposits, corporate bonds with higher
credit rating and term deposits with the state-owned commercial banks, the Group'’s overall exposure to credit
risk is relatively low. The Group is exposed to credit risks primarily associated with its deposit arrangements
with commercial banks, debt investment schemes, trust schemes, insurance receivables, other receivables and

reinsurance arrangement, etc.

Credit risk is controlled by the application of credit approvals, limits and monitoring procedures. The Group
manages credit risk through in-house research and analysis of the Chinese economy and the underlying obligors
and transaction structures. Where appropriate, the Group obtains collateral in the form of rights to cash,
securities, property and equipment to lower the credit risk. The Group’s credit risk associated with insurance
receivables mainly arises from non-life insurance business for which the Group only issues insurance policies on
credit to corporate customers or to individuals who purchase certain policies through insurance intermediaries.
A policyholder usually has a maximum credit period of three months, but a longer period can be granted on
a discretionary basis. For large corporate customers and certain multi-year policies, payments by instalments
are usually arranged. One of the major performance indicators of the Group is the ability to collect premiums
receivable on a timely basis.

Credit risk exposure

The carrying amount of financial assets included on the consolidated statement of financial position represents
the maximum credit risk exposure at the reporting date without taking account of any collateral held or other
credit enhancements attached. The Group had no credit risk exposure relating to off-balance sheet items as at
31 December 2022 and 2021.

Collateral and other credit enhancements

Securities purchased under agreements to resell are pledged by counterparties’ debt securities or term deposits
of which the Group could take the ownership if the owner of the collateral defaults. Policy loans and most of
premium receivables are collateralised by their policies’ cash value according to the terms and conditions of
policy loan contracts and policy contracts, respectively.
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46 RISK MANAGEMENT (continued)
Financial risk (continued)

(2) Credit risk (continued)

Credit quality

The Group’s debt securities investment mainly includes government bonds, corporate bonds, interbank deposits,
financial bonds and subordinated bonds or debts. Most of these corporate bonds and subordinated bonds or
debts have credit ratings of AA/A-2 or above. The bonds or debts’ credit ratings are assigned by a qualified
appraisal institution in the PRC.

Most of the Group’s bank deposits are with the four largest state-owned commercial banks and other national
commercial banks in the PRC. Reinsurance of the Group is mainly placed with reinsurers with Standard & Poor’s
ratings of A- (or ratings of an equal level given by other international rating institutions such as A. M. Best,
Fitch or Moody’s) or above except for state-owned reinsurance companies. The Group believes these commercial
banks and reinsurance companies have a high credit quality.

The credit risk associated with securities purchased under agreements to resell and policy loans has not caused
a material impact on the consolidated financial statements taking into consideration their sufficient collateral
held and maturity terms of no more than one year as at 31 December 2022 and 2021.

(3) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with financial
liabilities. Liquidity risk may result from either the inability to sell financial assets quickly at their fair values; or
a counterparty failing to repay a contractual obligation; or an insurance liability falling due for payment earlier
than expected; or the inability to generate cash inflows as anticipated.

The Group is exposed to liquidity risk on insurance policies that permit surrender, withdrawal or other forms of
early termination. The Group seeks to manage its liquidity risk by matching to the extent possible the duration
of its investment assets with the duration of its insurance policies and to ensure that the Group is able to meet

its payment obligations and fund its lending and investment operations on a timely basis.

It is unusual for an enterprise primarily transacting insurance business to predict the requirements of funding with
absolute certainty, as the theory of probability is applied on insurance contracts to ascertain the likely provision
and the period when such liabilities will require settlement. The amounts and maturity periods of these insurance

liabilities are thus based on management’s best estimate according to statistical techniques and past experience.
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46 RlSK MANAGEMENT (continued) 8
c
Financial risk (continued) ;
wn
(3) Liquidity risk (continued)
The following tables set forth the contractual and expected undiscounted cash flows for financial assets and
liabilities and insurance liabilities:
31 December 2022 E
(in RMB million) On demand Within 1 year 1to 5 years Over 5 years (I GEYET JZ>
>0
Assets s E
Held-to-maturity financial assets = 6,066 28,364 189,138 = 223,568 >
Investments classified as loans and ;Z> ;
=
receivables - 5,081 32,185 3,467 - 40,733 S
Restricted statutory deposits - 1,676 4,506 - - 6,182 we
Term deposits - 18,972 4,486 - - 23,458 =
Available-for-sale financial assets - 29,586 43,684 24,078 88,038 185,386 =
Financial assets at fair value m
through profit or loss - 4,126 2,435 499 13,911 20,971 E
Securities purchased under g
agreements to resell - 7,375 - - - 7,375 g
Policy loans - 11,208 - - - 11,208 o
Premium receivables - 4,010 10,815 - - 14,825 §
Reinsurance assets - 5,593 856 (73) - 6,376 P
Cash and short-term time deposits 17,454 - - - - 17,454 (o)
Liabilities
Insurance contract liabilities - 14,345 57,900 582,036 - 654,281 §
Investment contract liabilities - 19,004 27,940 165,135 - 212,079 3
Lease liabilities - 505 325 31 - 861 2
Bonds payable - 539 8,929 6,080 - 15,548 H
Securities sold under agreements 8
to repurchase - 17,419 - - - 17,419 E
Financial liabilities at fair value §
through profit or loss - 4,546 - - - 4,546 =
Insurance payables - 2,722 - - - 2,722 m
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46 RlSK MANAGEMENT (continued)
Financial risk (continued)
(3) Liquidity risk (continued)

The following tables set forth the contractual and expected undiscounted cash flows for financial assets and
liabilities and insurance liabilities: (continued)

31 December 2021

(in RMB million) On demand Within 1 year  1to5years  Over 5 years Undated Total
Assets
Held-to-maturity financial assets - 8,804 18,484 133,061 - 160,349
Investments classified as loans and

receivables - 6,256 26,539 3,663 - 36,458
Restricted statutory deposits - 2,413 3,704 - - 6,117
Term deposits - 1,102 23,670 - - 24,772
Available-for-sale financial assets - 16,988 46,107 66,250 72,827 202,172
Financial assets at fair value

through profit or loss - 6,105 2,693 1,095 2,993 12,886
Securities purchased under

agreements to resell - 18,618 - - - 18,618
Policy loans - 10,589 - - - 10,589
Premium receivables - 7,301 8,188 - - 15,489
Reinsurance assets - 4,333 825 56 - 5,214
Cash and short-term time deposits 6,664 - - - - 6,664
Liabilities
Insurance contract liabilities - 27,611 50,747 456,958 - 535,316
Investment contract liabilities - (60) 41,402 166,430 - 207,772
Lease liabilities - 556 670 18 - 1,244
Bonds payable - 1,583 8,994 6,350 - 16,927
Securities sold under agreements

to repurchase - 12,106 - - - 12,106
Financial liabilities at fair value

through profit or loss - 2,432 - - - 2,432

Insurance payables 2,601 - - - 2,601

Capital management

The Group's capital requirements are primarily dependent on the scale and products of insurance business, and
the type of business that it undertakes, as well as the industry and geographic location in which it operates. The
primary objectives of the Group’s capital management are to ensure that the Group complies with externally
imposed capital requirements and to maintain healthy capital ratios in order to support its business and to
maximise shareholders’ value.

The Group manages its capital requirements by assessing shortfalls, if any, between the reported and the required
capital levels on a regular basis. Adjustments to current capital levels are made in light of changes in economic
conditions and risk characteristics of the Group’s activities.
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46 RlSK MANAGEMENT (continued) 8
(=
Capital management (continued) -
w
The solvency ratios of the Group and its major insurance subsidiaries as at 31 December 2021 were calculated
in accordance with the Regulatory Rules on the Solvency of Insurance Companies issued by the CIRC, effective
from 1 January 2016. In December 2021, the CBIRC issued the Regulatory Rules on the Solvency of Insurance
Companies (Il), effective from the first quarter of 2022. The solvency ratios of the Group and its major insurance
subsidiaries as at 31 December 2022 were calculated in accordance with the Regulatory Rules on the Solvency
. =
of Insurance Companies (ll). >
>
28
The table below summarises the solvency ratios of the Group and its major insurance subsidiaries, calculated in S=
m
accordance with the relevant solvency rules. JZ’E.
==
<wun
v
The Group &
2
o
31 December 31 December =
(in RMB million) 2022 2021
m
Core capital 69,751 81,669 E
Actual capital 95,311 92,683 g
Minimum capital 48,081 41,557 ()
m
o
Core solvency ratio 145% 197 % §
Comprehensive solvency ratio 198% 223% =
m
Sunshine Life
o
31 December 31 December =
(in RMB million) 2022 2021 g
>
Core capital 43,133 60,040 =)
Actual capital 62,540 65,056 8
Minimum capital 40,038 34,335 <
=
=
Core solvency ratio 108% 175% ’Z’
Comprehensive solvency ratio 156 % 189% (o

Sunshine P&C

31 December 31 December
(in RMB million) 2022 2021

—=
—
>
=
(=]
>
—
3
>
—
m
=
m
—
=
w
>
—
o
(=]
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m
=
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Core capital 10,837 12,769
Actual capital 16,990 18,767
Minimum capital 7,590 7,036
Core solvency ratio 143% 181%
Comprehensive solvency ratio 224% 267 %
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46 RlSK MANAGEMENT (continued)

Disclosures about interest in unconsolidated structured entities

The Group's interests in unconsolidated structured entities are included in investments classified as loans and
receivables, available-for-sale financial assets and financial assets at fair value through profit or loss. The Group
uses structured entities in the normal course of business for a number of purposes, for example, structured
transactions for customers, to provide finance to public and private sector infrastructure projects, and to generate
fees from managing assets on behalf of third-party investors. These structured entities are financed through
the issue of beneficiary notes or trust units to investors. Refer to Note 4 (6) for the Group’s consolidation
consideration related to structured entities.

The following table shows the Group’s interests in unconsolidated structured entities. It also shows the Group's
maximum exposure to these unconsolidated structured entities, representing the Group’s maximum possible
risk exposure that could occur as a result of the Group’s arrangements with structured entities. The maximum
exposure is contingent in nature and approximates the sum of direct investments made by the Group.

As at 31 December 2022, the Group’s interests in unconsolidated structured entities and maximum exposure

are shown below:

The Group'’s

Carrying maximum Interest held by the
(in RMB million) amount exposure Group
Products managed by the Group (note 1) 2,856 2,856 Investment income and
management fee
Products managed by third parties (note 2) 60,006 60,006 Investment income
Total 62,862 62,862

Note 1: As at 31 December 2022, the size of unconsolidated structured entities that the Group sponsored was RMB36,673 million.

Note 2: The structured entities are sponsored by third party financial institutions and the information related to the size of these structured
entities were not publicly available.
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47 SIGNIFICANT RELATED PARTY TRANSACTIONS
(a) Shareholders holding more than 5% of the Company’s shares:
Percentage of
Name Relationship with the Company shareholding
Beijing Chengtong Financial Holding Investment Co., Shareholder of the Company 6.09%
Ltd. @ (“Beijing Chengtong”)
China Chengtong Holdings Group Ltd. @ (“China Shareholder of the Company 3.04%
Chengtong”)
Beijing Ruiteng Yihong Investment Management Co., Shareholder of the Company 6.09%
Ltd. @ (“Ruiteng Yihong")
Jiangsu Tiancheng Property Development Co., Ltd. Shareholder of the Company 5.22%
Lhasa Fengming Construction Machinery Sales Co., Ltd. Shareholder of the Company 5.22%
@ (“Lhasa Fengming”)
Beijing Bangchen Zhengtai Investment Co., Ltd. @ Shareholder of the Company 4.09%
(“Bangchen Zhengtai”)
Shanghai Xuchang Technology Co., Ltd. @ (“Shanghai Shareholder of the Company 4.09%
Xuchang”)
Shannan Hongquan Equity Investment Co., Ltd. @@ Shareholder of the Company 3.24%
(“Shannan Hongquan”)
(i) Beijing Chengtong and China Chengtong are related parties, and hold more than 5% of the Company’s shares in total.
(i) Ruiteng Yihong and Lhasa Fengming are related parties, and hold more than 5% of the Company’s shares in total.
(iii)  Bangchen Zhengtai, Shanghai Xuchang and Shannan Hongquan are related parties, and hold more than 5% of the Company’s shares
in total.
(b) Other related parties
Name Relationship with the Company
Jiangsu Yonggang Group Co., Ltd. (“Jiangsu Yonggang”) A shareholder of the Company
Huishang Bank An associate of the Group
Sunshine Inclusive Financial Information Service Co., Ltd. (“Inclusive A subsidiary of the Group’s associate
Financial”)
Sunshine Family Insurance Sales & Services Co., Ltd. (“Sunshine Family”) A subsidiary of the Group’s associate
Riverhead Capital Investment Management Co., Ltd. (“Riverhead Capital”) An associate of the Group

Hongde Fund Management Co., Ltd. (“Hongde Fund”)

Beijing Zhongguancun Ronghui Financial Information Service Co., Ltd. An associate of the Group

(“Zhongguancun Ronghui”)

Beijing Yicai Human Resources Consulting Co., Ltd. (“Beijing Yicai") A subsidiary of the Group’s joint venture

An associate of the Group
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47 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)
(c) Transactions with significant related parties

The following table summarises significant transactions carried out by the Group with its significant related parties:

— T

Gross written premiums from:
Huishang Bank 47 45
Beijing Yicai 18 48

Investment income from:
Jiangsu Yonggang 26 31

Administrative and other expenses to:
Inclusive Financial 141 112

Commission and brokerage expenses to:
Sunshine Family 763 951

(d) Amounts due from/to significant related parties

31 December 31 December
(in RMB million) 2022 2021

Other receivables from: @
Sunshine Family - 27

Brokerage and commission payable to:
Sunshine Family 39 -

Entrusted assets managed by: @

Riverhead Capital 9,570 8,969
Hongde Fund 4,725 5,850
Zhongguancun Ronghui 638 612

(i) Other receivables from Sunshine Family represent commissions prepaid by the Group for sales of insurance contracts.

(i) Entrusted assets managed by related parties represent the Group’s investments in funds and wealth management products issued
and managed by related parties.
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47 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued) 3
c
(e) Key management personnel compensation ;
w
(in RMB million) 2021
Employee benefit expenses 63 64
48 COMMITMENTS
=
The Group had the following capital commitments at the end of the reporting period: :2:
Za
31 December 31 December o=
(in RMB million) 2022 2021 Z35
==
Contracted, but not provided for 19,500 16,796 ;ﬁg
wnC
a
o
49 CONTINGENT LIABILITIES =
m
Owing to the nature of the insurance business, the Group is involved in the making of estimates for contingencies 4
W
and legal proceedings in the ordinary course of business, both in the capacity as plaintiff or defendant in litigation o
and arbitration. Legal proceedings mostly involve claims on the Group's insurance policies. Provision has been E
made for the probable losses to the Group, including those claims where management can reasonably estimate <
the outcome of the litigations taking into account the related legal advice, if any. No provision is made for =
contingencies and legal proceedings when the result cannot be reasonably estimated or the probability of loss ™
is so low.
o
In addition to the above legal proceedings, as at 31 December 2022, the Group was the defendant in certain )
o : . : . o
pending litigation and disputes. Provisions have been made for the possible loss based on best estimate by the =
management and the Group would only be contingently liable for any claim that is in excess of what had been 2_":
provided. No provision is made for contingencies and legal proceedings when the result cannot be reasonably e
estimated or the probability of loss is extremely low. %
=
(@)
m
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50 STATEMENT OF FINANCIAL POSITION AND RESERVE MOVEMENT

OF THE COMPANY

(1) Statement of financial position of the company:

31 December
2022

31 December

(in RMB million) 2021
ASSETS
Property and equipment 731 451
Right-of-use assets 1,160 1,222
Investments in subsidiaries 30,292 30,292
Held-to-maturity financial assets - 100
Investments classified as loans and receivables - 201
Available-for-sale financial assets 6,246 3,701
Financial assets at fair value through profit or loss - 19
Interest receivables a1 33
Other assets 2,753 3,266
Cash and short-term time deposits 6,490 385
Total assets 47,713 39,670
LIABILITIES AND EQUITY
Liabilities
Lease liabilities 37 83
Securities sold under agreements to repurchase 1,417 357
Other liabilities 1,429 1,004
Total liabilities 2,883 1,444
Equity
Share capital 11,502 10,351
Reserves 29,808 24,854
Retained profits 3,520 3,021
Total equity 44,830 38,226
Total liabilities and equity 47,713 39,670
ZHANG Weigong PENG lJihai

Director

Director
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50 STATEMENT OF FINANCIAL POSITION AND RESERVE MOVEMENT 3
OF THE COMPANY (continued) 5
Cc
(2) Reserve movement of the company: <
Available
-for-sale
financial
assets
Capital Surplus General risk  revaluation Retained =
(in RMB million) reserves reserves reserves reserve profits ’Z’
As at 1 January 2022 22,539 1,068 1,068 179 24,854 3,021 JZ> 5
Net profit = = = = = 2,564 o=
Other comprehensive income - - - (113) (113) - Jz’ 5
==
S A
Total comprehensive income - - - (113) (113) 2,564 @ o
S
Dividend declared - - - - - (1,553) =
Issue of shares 4,555 - - - 4,555 = m
Appropriation to surplus reserves - 256 - - 256 (256) 5
Appropriation to general risk g
reserves - - 256 - 256 (256) I_Un
O
As at 31 December 2022 27,094 1,324 1,324 66 29,808 3,520 ;(<>
c
m
Available
-for-sale
financial assets 8
Capital Surplus General risk revaluation Retained =
(in RMB million) reserves reserves reserves reserve Total profits %
As at 1 January 2021 22,539 763 763 198 24,263 1,836 m
Net profit - - - - - 3,037 8
Other comprehensive income - - - (19) (19) - E
=
Total comprehensive income - - - (19) (19) 3,037 E
Dividend declared - - - - - (1,242) =
Appropriation to surplus reserves - 305 - - 305 (305) :zi
Appropriation to general risk =
reserves - - 305 - 305 05)  fE
=
As at 31 December 2021 22,539 1,068 1,068 179 24,854 3,021 §
=
=
4
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51 SUBSEQUENT EVENTS
(1) Over-allotment option

Huatai Financial Holdings (Hong Kong) Limited, China International Capital Corporation Hong Kong Securities
Limited, UBS AG Hong Kong Branch and CCB International Capital Limited for themselves and on behalf of the
International Purchasers did not exercise the over-allotment option and the over-allotment option lapsed on 4
January 2023. Accordingly, no H Shares were or will be issued under the over-allotment option.

(2) Profit distribution

On 29 March 2023, the Board of Directors of the Company approved the Resolution of the Profit Distribution
Plan for 2022, and declared a final cash dividend of 2022 with a total distribution of RMB2,070 million in the
amount of RMBO0.18 (tax inclusive) per share. The foregoing profit distribution plan is subject to the approval

by the Annual General Meeting.
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