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Notes to the Consolidated Financial Statements
For the year ended 31 December 2006

5 SEGMENT INFORMATION (continued)

For the year ended 31 December 2005
Accident & Corporate &
Individual life Group life Health other Total
(RMB million)

Revenues
Gross written premiums and policy fees 68,888 1,267 10,867 - 81,022
Gross written premiums 63,205 867 - =

— Term Life 184 24 - -

— Whole Life 23,310 674 - -

— Endowment 35,480 - - -

— Annuity 4,231 169 - =
Policy fees 5,683 400 = =
Net premiums earned and policy fees 68,749 1,257 10,032 = 80,038
Net investment income 14,682 1,788 215 - 16,685
Net realised losses on financial assets (448) (55) (7) - (510)
Net fair value gains on assets at fair value

through income (held-for-trading) 229 28 3 - 260
Other income - - - 1,739 1,739
Segment revenues 83,212 3,018 10,243 1,739 98,212

Benefits, claims and expenses
Insurance benefits and claims

Life insurance death and other benefits (7,744) (567) - - (8,311)
Accident and health claims and claim
adjustment expenses = = (6,847) = (6,847)
Increase in long-term traditional insurance
contracts liabilities (33,550) (427) - - (33,977)
Interest credited to long-term investment type
insurance contracts (4,867) (27) - - (4,894)
Interest credited to investment contracts - (973) - - (973)
Increase in deferred income (8,484) (37) - = (8,521)
Policyholder dividends resulting from
participation in profits (4,965) (394) - - (5,359)
Amortisation of deferred policy acquisition costs (6,955) (544) (267) - (7,766)
Underwriting and policy acquisition costs (1,350) (68) (427) = (1,845)
Administrative expenses (3,863) (415) (1,338) (1,621) (7,237)
Other operating expenses (646) (78) (29) (45) (798)
Statutory insurance fund (118) (1) (55) - (174)
Segment benefits, claims and expenses (72,542) (3,531) (8,963) (1,666) (86,702)
Segment results 10,670 (513) 1,280 73 11,510
Income tax expenses - - - (2,145) (2,145)
Net profit/(loss) 10,670 (513) 1,280 (2,072) 9,365
Attributable to
— shareholders of the Company 10,670 (513) 1,280 (2,131) 9,306
— minority interest - - = 59 59

Unrealised gains included in shareholders” equity 3,997 487 58 - 4,542
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5

SEGMENT INFORMATION (continued)

As at 31 December 2005

Accident &  Corporate &
Individual life Group life Health other Total
(RMB million)
Assets
Financial assets 416,310 50,713 6,095 - 473,118
Deferred policy acquisition costs 36,229 909 603 = 37,741
Cash and cash equivalents 24,683 3,007 361 = 28,051
Segment assets 477,222 54,629 7,059 - 538,910
Unallocated
Property, plant and equipment 12,710
Other assets 7,599
Total 559,219
Liabilities
Insurance contracts
Short-term insurance contracts:
— reserves for claims and claim adjustment
expenses - - 1,784 - 1,784
— unearned premium reserves - = 5,147 = 5,147
Long-term traditional insurance contracts 123,457 1,199 - - 124,656
Long-term investment type insurance contracts 235,847 1,154 - - 237,001
Deferred income 34,104 527 - - 34,631
Financial liabilities
Investment contracts
— with DPF - 42,230 - - 42,230
— without DPF - 1,872 - - 1,872
Securities sold under agreements to repurchase 4,163 507 61 - 4,731
Segment liabilities 397,571 47,489 6,992 - 452,052
Unallocated
Other liabilities 26,358
Total 478,410
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Notes to the Consolidated Financial Statements

PROPERTY, PLANT AND EQUIPMENT

For the year ended 31 December 2006

Group:
2006
Office equipment,
furniture Motor  Assets under Leasehold
Buildings  and fixtures vehicles  construction improvements Total
RMB RMB RMB RMB RMB RMB
million million million million million million
Cost
As at 1 January 2006 12,144 2,746 1,711 1,086 152 17,839
Additions 152 561 212 1,773 61 2,759
Disposals (41) (119) (108) - 2) (270)
Transfers upon completion 670 22 - (699) 7 -
As at 31 December 2006 12,925 3,210 1,815 2,160 218 20,328
Accumulated depreciation
and impairment
As at 1 January 2006 (2,164) (1,540) (1,325) - (100) (5,129)
Charges for the year (345) (373) (112) - (18) (848)
Impairment loss (3) - - - - ()
Disposals 3 113 100 - 1 217
As at 31 December 2006 (2,509) (1,800) (1,337) - (117) (5,763)
Net book value
As at 1 January 2006 9,980 1,206 386 1,086 52 12,710
As at 31 December 2006 10,416 1,410 478 2,160 101 14,565
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6

PROPERTY, PLANT AND EQUIPMENT (continued)

Group:
2005
Office equipment,
furniture Motor  Assets under Leasehold
Buildings and fixtures vehicles  construction  improvements Total
RMB RMB RMB RMB RMB RMB
million million million million million million
Cost
As at 1 January 2005 11,669 2,304 1,722 803 126 16,624
Additions 72 484 56 753 17 1,382
Disposals (26) (68) (67) (5) (1) (167)
Transfers upon completion 429 26 - (465) 10 -
As at 31 December 2005 12,144 2,746 1,711 1,086 152 17,839
Accumulated depreciation
and impairment
As at 1 January 2005 (1,788) (1,289) (1,214) = (83) (4,374)
Charges for the year (380) (313) (174) = (17) (884)
Disposals 4 62 63 = - 129
As at 31 December 2005 (2,164) (1,540) (1,325) - (100) (5,129)
Net book value
As at 1 January 2005 9,881 1,015 508 803 43 12,250
As at 31 December 2005 9,980 1,206 386 1,086 52 12,710
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6 PROPERTY, PLANT AND EQUIPMENT (continued)

Company:
2006
Office equipment,
furniture Motor  Assets under Leasehold
Buildings  and fixtures vehicles  construction improvements Total
RMB RMB RMB RMB RMB RMB
million million million million million million
Cost
As at 1 January 2006 12,144 2,733 1,708 834 152 17,571
Additions 152 543 211 1,717 61 2,684
Disposals (41) (119) (108) - (2) (270)
Transfers upon completion 670 22 - (699) 7 -
As at 31 December 2006 12,925 3,179 1,811 1,852 218 19,985
Accumulated depreciation
and impairment
As at 1 January 2006 (2,164) (1,537) (1,324) - (100) (5,125)
Charges for the year (345) (370) (111) - (18) (844)
Impairment loss (3) - - - - (€)
Disposals 3 118 100 - 1 222
As at 31 December 2006 (2,509) (1,789) (1,335) - (117) (5,750)
Net book value
As at 1 January 2006 9,980 1,196 384 834 52 12,446

As at 31 December 2006 10,416 1,390 476 1,852 101 14,235




120

China Life Insurance Company Limited

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

6

PROPERTY, PLANT AND EQUIPMENT (continued)

Company:
2005
Office equipment,
furniture Motor  Assets under Leasehold
Buildings and fixtures vehicles  construction  improvements Total
RMB RMB RMB RMB RMB RMB
million million million million million million
Cost
As at 1 January 2005 11,669 2,299 1,720 803 126 16,617
Additions 72 476 55 501 17 1,121
Disposals (26) (68) (67) (5) (1) (167)
Transfers upon completion 429 26 - (465) 10 -
As at 31 December 2005 12,144 2,733 1,708 834 152 17,571
Accumulated depreciation
and impairment
As at 1 January 2005 (1,788) (1,287) (1,214) = (83) (4,372)
Charges for the year (380) (312) (173) - (17) (882)
Disposals 4 62 63 = - 129
As at 31 December 2005 (2,164) (1,537) (1,324) - (100) (5,125)
Net book value
As at 1 January 2005 9,881 1,012 506 803 43 12,245
As at 31 December 2005 9,980 1,196 384 834 52 12,446
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7  DEFERRED POLICY ACQUISITION COSTS

Group and Company

2006 2005

RMB million RMB million
Gross
As at 1 January 37,841 32,981
Acquisition costs deferred 15,929 14,231
Amortisation charged through income (10,359) (7,960)
Amortisation charged through equity (4,166) (1,411)
As at 31 December 39,245 37,841
Ceded
As at 1 January (100) (194)
Acquisition costs deferred (15) (100)
Amortisation charged through income 100 194
As at 31 December (15) (100)
Net
As at 1 January 37,741 32,787
Acquisition costs deferred 15,914 14,131
Amortisation charged through income (10,259) (7,766)
Amortisation charged through equity (4,166) (1,411)
As at 31 December 39,230 37,741
DAC excluding unrealised gains 43,843 38,188
DAC recorded in unrealised gains (4,613) (447)
Total 39,230 37,741
Current 794 603
Non-current 38,436 37,138

Total 39,230 37,741




122

China Life Insurance Company Limited

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

8

INVESTMENTS IN ASSOCIATES

RMB million

Acquisition of Guangdong Development Bank (“GDB”) (a) 5,671
Investment in China Life Property & Casualty Insurance Company Limited (“CLP&C”) (b) 400
Share of results -

Other equity movements -

As at 31 December 2006 6,071

(a) The Group acquired 20% of the share capital of GDB on 18 December 2006 for a cash consideration of
RMB5,671 million.

(b)  As approved by CIRC, the Company entered an agreement with CLIC to establish CLP&C with total paid-
in capital of RMB1,000 million in 2006. The Company and CLIC own 40% and 60% of CLP&C, respectively.

CLP&C obtained its business license and commenced operation on 30 December 2006.

The Group’s share in investment in associates as at 31 December 2006 is as follows:

Country of
Name incorporation Assets Liabilities Revenues Loss Interest held
(RMB million)
GDB PRC 77,901 72,230 59 - 20%
CLP&C PRC 400 - - - 40%

Total 78,301 72,230 59 -
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9  FINANCIAL ASSETS

9.1 Held-to-maturity securities

Amortised Gross Gross Estimated
cost unrealised gains unrealised losses fair value
RMB million RMB million RMB million RMB million
Group and Company
As at 31 December 2006
Debt securities
Government bonds 94,999 7,791 (26) 102,764
Government agency bonds 53,935 2,642 (244) 56,333
Corporate bonds 3,257 296 - 3,553
Subordinated bonds/debts 24,368 1,282 (8) 25,642
Total 176,559 12,011 (278) 188,292
Group and Company
As at 31 December 2005
Debt securities
Government bonds 90,067 8,652 (13) 98,706
Government agency bonds 28,609 1,650 (12) 30,247
Corporate bonds 3,257 310 - 3,567
Subordinated bonds/debts 24,364 901 = 25,265
Total 146,297 11,513 (25) 157,785
Group and Company
Contractual maturity schedule Amortised cost Estimated fair value
Asat 31 As at 31 Asat 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Maturing:
Within one year 2,974 687 3,008 694
After one year but within five years 51,483 35,481 54,345 37,256
After five years but within ten years 37,295 53,750 40,279 58,878
After ten years 84,807 56,379 90,660 60,957
Total 176,559 146,297 188,292 157,785
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FINANCIAL ASSETS (continued)

9.2 Available-for-sale securities

Amortised Gross Gross Estimated
cost/Cost unrealised gains unrealised losses fair value
RMB million RMB million RMB million RMB million
Group
As at 31 December 2006
Debt securities
Government bonds 60,058 863 (569) 60,352
Government agency bonds 78,300 664 (243) 78,721
Corporate bonds 31,001 238 (487) 30,752
Subordinated bonds/debts 7,068 12 (37) 7,043
Subtotal 176,427 1,777 (1,336) 176,868
Equity securities
Funds 20,535 12,437 (103) 32,869
Common stocks 15,876 13,882 (33) 29,725
Warrants - 1 - 1
Subtotal 36,411 26,320 (136) 62,595
Total 212,838 28,097 (1,472) 239,463
Company
As at 31 December 2006
Debt securities
Government bonds 59,599 862 (568) 59,893
Government agency bonds 78,300 664 (243) 78,721
Corporate bonds 31,001 238 (487) 30,752
Subordinated bonds/debts 7,068 12 (37) 7,043
Subtotal 175,968 1,776 (1,335) 176,409
Equity securities
Funds 20,394 12,352 (103) 32,643
Common stocks 15,876 13,882 (33) 29,725
Warrants - 1 - 1
Subtotal 36,270 26,235 (136) 62,369
Total 212,238 28,011 (1,471) 238,778
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9  FINANCIAL ASSETS (continued)

9.2 Available-for-sale securities (continued)

Amortised Gross Gross Estimated
cost/Cost unrealised gains unrealised losses fair value
RMB million RMB million RMB million RMB million
Group
As at 31 December 2005
Debt securities
Government bonds 49,180 1,157 (415) 49,922
Government agency bonds 30,776 344 (458) 30,662
Corporate bonds 10,806 523 (14) 11,315
Subordinated bonds/debts 4,458 90 (22) 4,526
Subtotal 95,220 2,114 (909) 96,425
Equity securities
Funds 24,845 422 (153) 25,114
Common stocks 1,009 138 - 1,147
Subtotal 25,854 560 (153) 26,261
Total 121,074 2,674 (1,062) 122,686
Company
As at 31 December 2005
Debt securities
Government bonds 48,703 1,155 (415) 49,443
Government agency bonds 30,776 344 (458) 30,662
Corporate bonds 10,806 523 (14) 11,315
Subordinated bonds/debts 4,458 90 (22) 4,526
Subtotal 94,743 2,112 (909) 95,946
Equity securities
Funds 24,703 421 (151) 24,973
Common stocks 1,009 138 — 1,147
Subtotal 25,712 559 (151) 26,120

Total 120,455 2,671 (1,060) 122,066
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9

FINANCIAL ASSETS (continued)

9.2 Available-for-sale securities (continued)

Group

Debt securities Amortised cost Estimated fair value

— contractual maturity schedule As at 31 As at 31 As at 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million

Maturing:

Within one year 4,544 2,028 4,561 2,043
After one year but within five years 26,664 15,437 27,016 15,995
After five years but within ten years 60,261 37,892 59,995 38,371
After ten years 84,958 39,863 85,296 40,016

Total 176,427 95,220 176,868 96,425

Company

Debt securities Amortised cost Estimated fair value

— contractual maturity schedule Asat 31 As at 31 Asat 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Maturing:
Within one year 4,399 1,862 4,416 1,877
After one year but within five years 26,350 15,126 26,702 15,682
After five years but within ten years 60,261 37,892 59,995 38,371
After ten years 84,958 39,863 85,296 40,016
Total 175,968 94,743 176,409 95,946
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9  FINANCIAL ASSETS (continued)

9.3 Financial assets at fair value through income (held-for-trading)

Group Company
As at 31 Asat 31 As at 31 Asat 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Debt securities

Government bonds 148 3,229 148 3,229
Government agency bonds 1,915 7,116 1,915 7,116
Corporate bonds 2,083 1,759 2,003 1,695
Subordinated bonds/debts 325 728 325 728
Subtotal 4,471 12,832 4,391 12,768

Equity securities
Funds 12,382 8,408 12,382 8,408
Common stocks 20,460 4,875 20,460 4,875
Warrants 56 4 56 4
Subtotal 32,898 13,287 32,898 13,287

Total 37,369 26,119 37,289 26,055
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9  FINANCIAL ASSETS (continued)

9.4 Listed and unlisted investments at carrying value

As at 31 Asat 31
December 2006 December 2005
RMB million RMB million
Group
Listed debt securities in PRC
Government bonds 64,562 62,192
Corporate bonds 6,839 4,377
Subtotal 71,401 66,569
Unlisted debt securities in PRC
Government bonds 90,937 81,026
Government agency bonds 134,571 66,387
Corporate bonds 29,253 11,954
Subordinated bonds/debts 31,736 29,618
Subtotal 286,497 188,985
Listed equity securities in PRC
Common stocks
— listed in HK, PRC 6,884 2,294
— listed in mainland, PRC 43,301 3,728
Funds — listed in mainland, PRC 12,861 5,057
Warrants — listed in mainland, PRC 57 4
Subtotal 63,103 11,083
Unlisted equity securities in PRC
Funds 32,390 28,465
Total 453,391 295,102

As at 31 December 2006, the amount of unlisted debt securities,
RMB260,289 million (31 December 2005: RMB184,913 million).

contracted in the over-the-counter market, is
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9  FINANCIAL ASSETS (continued)

9.4 Listed and unlisted investments at carrying value (continued)

As at 31 Asat 31
December 2006 December 2005
RMB million RMB million
Company
Listed debt securities in PRC
Government bonds 64,103 61,713
Corporate bonds 6,759 4,333
Subtotal 70,862 66,046
Unlisted debt securities in PRC
Government bonds 90,937 81,026
Government agency bonds 134,571 66,387
Corporate bonds 29,253 11,934
Subordinated bonds/debts 31,736 29,618
Subtotal 286,497 188,965
Listed equity securities in PRC
Common stocks
— listed in Hong Kong, PRC 6,882 2,294
— listed in mainland, PRC 43,303 3,728
Funds — listed in mainland, PRC 12,633 4,968
Warrants — listed in mainland, PRC 57 4
Subtotal 62,875 10,994
Unlisted equity securities in PRC
Funds 32,392 28,413

Total 452,626 294,418




130

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

9

FINANCIAL ASSETS (continued)

9.5

9.6

Term deposits

Group and Company
Asat 31 As at 31
December 2006 December 2005
RMB million RMB million

Maturing:

Within one year 57,930 10,563
After one year but within five years 111,901 147,504
After five years but within ten years 3,421 3,502
After ten years 2,224 3,300
Total 175,476 164,869

Included in term deposits are structured deposits of RMB4,646 million (31 December 2005: RMB4,802 million).
The interest rate on these deposits fluctuates based on changes in interest rate indexes. The Group uses structured

deposits primarily to enhance the returns on investments. Structured deposits are stated at amortised cost.

Statutory deposits — restricted

Group and Company
As at 31 As at 31
December 2006 December 2005
RMB million RMB million
Contractually maturing:
After one year but within five years 5,353 5,353

Insurance companies in China are required to deposit an amount equal to 20% of their registered capital with
banks designated by CIRC. These funds may not be used for any purpose, other than to pay off debts during a
liquidation proceeding.

As at 31 December 2006, the Company’s statutory deposits are 20% of its registered capital of RMB26,765 million
prior to the shares issued in the December’s initial public offering of A shares. The A shares issued in that offering

are in the process of registration with the statutory authorities.
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9  FINANCIAL ASSETS (continued)

9.7 Accrued investment income

Group Company
As at 31 Asat 31 As at 31 Asat 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Term deposits 3,259 2,983 3,259 2,983
Debt securities 5,008 3,805 5,001 3,790
Others 194 25 194 24
Total 8,461 6,813 8,454 6,797
Group Company
As at 31 As at 31 As at 31 Asat 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Current 8,439 6,802 8,432 6,786
Non-current 22 11 22 11

Total 8,461 6,813 8,454 6,797
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10

11

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The estimates and judgments to determine the fair value of financial assets are described in Note 3.3.

The fair value of long-term investment type insurance contracts and investment contracts are determined by using

valuation techniques, with consideration of the surrender value before surrender charges that the Group is required to pay

if such payment is immediately demanded by the holders of investment contracts.

The table below presents the estimated fair value and carrying value of financial assets and liabilities.

Estimated fair value

As at 31 As at 31

December 2006 December 2005

RMB million RMB million

Debrt securities 369,631 267,042
Equity securities 95,493 39,548
Term deposits (excluding structured deposits) 170,830 160,067
Structured deposits 4,419 4,538
Statutory deposits-restricted 5,353 5,353
Policy loans 2,371 981
Cash and cash equivalents 50,213 28,051
Long-term investment type insurance contracts (276,241) (219,973)
Investment contracts with DPF (39,575) (35,039)
Investment contracts without DPF (2,459) (1,673)
Securities sold under agreements to repurchase (8,227) (4,731)

Carrying value

As at 31 As at 31

December 2006 December 2005

RMB million RMB million

Debt securities 357,898 255,554
Equity securities 95,493 39,548
Term deposits (excluding structured deposits) 170,830 160,067
Structured deposits 4,646 4,802
Statutory deposits-restricted 5,353 5,353
Policy loans 2,371 981
Cash and cash equivalents 50,213 28,051
Long-term investment type insurance contracts (282,672) (237,001)
Investment contracts with DPF (45,998) (42,230)
Investment contracts without DPF (2,614) (1,872)
Securities sold under agreements to repurchase (8,227) (4,731)

PREMIUMS RECEIVABLES

The aging of premiums receivables is within 12 months.
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12 REINSURANCE ASSETS

Group and Company

As at 31 Asat 31

December 2006 December 2005

RMB million RMB million

Claims recoverable from reinsurers (Note 14) 15 106
Ceded unearned premiums (Note 14) 60 291
Long-term traditional insurance contracts ceded (Note 14) 704 674
Due from reinsurance companies 207 111
Total 986 1,182

Group and Company

As at 31 Asat 31

December 2006 December 2005

RMB million RMB million

Current 282 508

Non-current 704 674

Total 986 1,182

13 OTHER ASSETS
Group Company

As at 31 As at 31 As at 31 Asat 31

December 2006 December 2005 December 2006 December 2005

RMB million RMB million RMB million RMB million

Due from CLIC (Note 30(c)) 996 851 989 843
Deposits on fund units pending issuance/

receivable on funds redeemed 135 176 135 176

Advances 102 83 102 83

Others 979 348 847 341

Total 2,212 1,458 2,073 1,443

Group Company

As at 31 Asat 31 As at 31 Asat 31

December 2006 December 2005 December 2006 December 2005

RMB million RMB million RMB million RMB million

Current 1,650 1,333 1,637 1,063

Non-current 562 125 436 380

Total 2,212 1,458 2,073 1,443
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14 INSURANCE CONTRACTS

(a) Process used to decide on assumptions
(i)  Investment return assumptions are based on estimates of future yields on the Group’s investments. In
determining interest rate assumptions, the Group considers past investment experience, the current and
future mix of its investment portfolio and trends in yields. The assumed rate of investment return in future
years reflect increased investment in higher yielding securities, including corporate bonds, subordinated
bonds/debts, longer duration debt securities and equity securities. The assumed rate of investment return

and provision for adverse deviation used are as follows:

Year of policy issue Interest rate assumptions Provision for adverse deviation

Prior to 2003

3.80% - 5.00%

0.25% — 0.50%

2003 3.65% — 5.00% 0.25% — 0.50%
2004 3.70% - 5.17% 0.25% — 0.50%
2005 4.00% — 5.20% 0.25% — 0.50%
2006 4.60% — 5.40% 0.25% — 0.60%

(i)  Estimates are made for mortality and morbidity rates in each of the years that the Group is exposed to risk.
The assumed mortality rates and morbidity rates, varying by age of the insured and contract type, are based

upon expected experience at the date of contract issue plus, where applicable, a margin for adverse deviation.

The Group bases its mortality assumptions on China Life Insurance Mortality Table (1990-1993) and
China Life Insurance Mortality Table (2000-2003), adjusted where appropriate to reflect the Group’s recent
historical mortality experience. Appropriate but not excessively prudent allowance is made for future mortality
improvement on contracts that insure the risk of longevity, such as annuities. The main source of uncertainty
with life insurance contracts is that epidemics such as Avian Flu, AIDS, SARS and wide-ranging lifestyle
changes could result in deterioration in future mortality experience, thus leading to an inadequate liability.
Similarly, continuing advancements in medical care and social conditions could result in improvements in
longevity that exceed those allowed for in the estimates used to determine the liability for contracts where the

Group is exposed to longevity risk.

The Group bases its morbidity assumptions for critical illness products on Taiwanese experience in the
critical illness market, as the best proxy for the China’s market adjusted where appropriate to reflect the
Group’s recent historical and projected future experience. There are two main sources of uncertainty. First,
wide-ranging lifestyle changes could result in future deterioration in morbidity experience. Second, future
development of medical technologies and improved coverage of medical facilities available to policyholders
may bring forward the timing of diagnosing critical illness, which demands earlier payment of the critical
illness benefits. Both could ultimately result in an inadequate liability if current morbidity assumptions do

not properly reflect such secular trends.

(iii) The assumption for policy administration expenses has been based on expected unit costs plus, where
applicable, a margin for adverse deviation. Unit costs have been based on an analysis of actual experience.

The unit cost factors are expressed on both a per-policy and a percent-of-premium basis, as follows:

Individual Life
RMB Per Policy

Group Life

Year of policy issue % of Premium RMB Per Policy % of Premium

Prior to 2003 15.0 2.00% 15.0 2.00%
2003 12.5 1.75% 12.5 1.75%
2004 10.0 - 17.5 1.65% — 2.55% 17.5 1.65%
2005 14.5-19.5 1.50% — 1.80% 4.0 1.30%
2006 15.0 - 22.0 1.60% — 1.85% 6.5 1.50%

The Group did not change its process used to decide on assumptions for the insurance contracts disclosed in this

note.
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INSURANCE CONTRACTS (continued)

(b) Net liabilities of insurance contracts and investment contracts

Group and Company

For the year ended 31 December 2006

As at 31 As at 31
December December
2006 2005
RMB million RMB million

Gross
Short-term insurance contracts

— claims and claim adjustment expenses 2,498 1,784

— unearned premiums 5,346 5,147
Long-term traditional insurance contracts 172,875 124,656
Long-term investment type insurance contracts 282,672 237,001
Investment contracts

— with DPF 45,998 42,230

— without DPF 2,614 1,872
Total, gross 512,003 412,690
Recoverable from reinsurers
Short-term insurance contracts

— claims and claim adjustment expenses (Note 12) (15) (106)

— unearned premiums (Note 12) (60) (291)
Long-term traditional insurance contracts (Note 12) (704) (674)
Total, ceded (779) (1,071)
Net
Short-term insurance contracts

— claims and claim adjustment expenses 2,483 1,678

— unearned premiums 5,286 4,856
Long-term traditional insurance contracts 172,171 123,982
Long-term investment type insurance contracts 282,672 237,001
Investment contracts

— with DPF 45,998 42,230

— without DPF 2,614 1,872
Total, net 511,224 411,619
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14

INSURANCE CONTRACTS (continued)

(c)

(d)

Claims incurred ratio

Group and Company
2006 2005
RMB million RMB million
Claims incurred-net 6,999 6,847
Claims incurred ratio 66% 68%
Movements in liabilities of short-term insurance contracts
The table below presents movement of reserves of claims and claim adjustment expenses:
Group and Company
2006 2005
RMB million RMB million
Notified claims 638 651
Incurred but not reported 1,146 564
Total as at 1 January — Gross 1,784 1,215
Cash paid for claims settled in year
— Cash paid for current year claims (4,346) (4,962)
— Cash paid for prior year claims (2,149) (1,975)
Claims incurred in year
— Claims arising in current year 6,771 6,653
— Claims arising in prior year 438 853
Total as at 31 December — Gross 2,498 1,784
Notified claims 487 638
Incurred but not reported 2,011 1,146
Total as at 31 December — Gross 2,498 1,784
The table below presents movement of unearned premium reserves:
Group and Company
2006 2005
RMB million RMB million
Gross Ceded Net Gross Ceded Net
As at 1 January 5,147 (291) 4,856 5,212 (571) 4,641
Changes in the year 199 231 430 (65) 280 215
As at 31 December 5,346 (60) 5,286 5,147 (291) 4,856
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14 INSURANCE CONTRACTS (continued)

(e) Movements in liabilities for long-term traditional insurance contracts

The table below presents movement in the liabilities of long-term traditional insurance contracts:

Group and Company
RMB million

As at 1 January 2006 124,656
Valuation premium 54,764
Liabilities released for death or other termination and related expenses (13,169)
Accretion of interest 5,634
Other movements 990
As at 31 December 2006 172,875
As at 1 January 2005 89,698
Valuation premium 42,271
Liabilities released for death or other termination and related expenses (11,486)
Accretion of interest 3,880
Other movements 293
As at 31 December 2005 124,656

(f) Movements in liabilities of long-term investment type insurance contracts

The table below presents movement in the liabilities of long-term investment type insurance contracts:

Group and Company
RMB million

As at 1 January 2006 237,001
Deposits received 70,472
Deposits withdrawn (24,667)
Fees deducted from account balances (6,520)
Interest credited 6,386
As at 31 December 2006 282,672

As at 1 January 2005 191,885
Deposits received 62,945
Deposits withdrawn (17,011)
Fees deducted from account balances (5,712)
Interest credited 4,894
As at 31 December 2005 237,001
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15

16

DEFERRED INCOME

The table below presents movement of deferred income:

Group and Company

2006 2005
RMB million RMB million
As at 1 January 34,631 27,603
Change in the year 6,740 7,028
As at 31 December 41,371 34,631
Deferred income excluding unrealised gains 46,730 35,116
Deferred income recognised in unrealised gains (5,359) (485)
Total deferred income 41,371 34,631
LIABILITIES OF INVESTMENT CONTRACTS
The table below presents movement of investment contracts:
Group and Company
2006 2005
RMB million RMB million
As at 1 January 44,102 34,111
Deposits received 20,969 23,001
Deposits withdrawn (16,878) (13,612)
Policy fees deducted from account balances (577) (371)
Interest credited 996 973
As at 31 December 48,612 44,102
Investment contracts
— with DPF 45,998 42,230
— without DPF 2,614 1,872
Total 48,612 44,102
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17 SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

18

Group Company
As at 31 As at 31 As at 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Maturing:
Within thirty days 8,202 4,131 8,002 4,025
After thirty but within ninety days 25 - 25 =
After ninety days - 600 - 600
Total 8,227 4,731 8,027 4,625
The carrying values of debt securities and term deposits pledged as collateral are as follows:
Group Company
As at 31 As at 31 As at 31 Asat 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Term deposits pledged - 600 - 600
Debt securities pledged 8,351 4,131 8,151 4,025
Total 8,351 4,731 8,151 4,625
OTHER LIABILITIES
Group Company
As at 31 As at 31 As at 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Salary and staff welfare payable 1,805 1,533 1,743 1,500
Commission and brokerage payable 1,025 997 1,025 997
Agent deposits 554 498 554 498
Tax payable 299 183 296 180
Payable to constructors 249 115 247 114
Stock appreciation rights (Note 28) 444 - 444 -
Others 957 780 978 800
Total 5,333 4,106 5,287 4,089
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18

19

20

OTHER LIABILITIES (continued)

Group Company
As at 31 As at 31 Asat 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Current 5,248 4,106 5,202 4,089
Non-current 85 - 85 -
Total 5,333 4,106 5,287 4,089

STATUTORY INSURANCE FUND

The Group is subject to statutory insurance fund at 1%, 0.15% and 0.05% of net premium from accident and short-term
health policies, long-term life and long-term health policies with guaranteed return and long-term life policies without
guaranteed return, respectively. When the accumulated statutory insurance fund reaches 1% of the Group’s total assets,

no additional provision of statutory insurance fund is required.

NET INVESTMENT INCOME

For the year ended

31 December

2006 2005

RMB million RMB million

Debt securities 12,384 8,429
Term deposits and cash and cash equivalents 8,207 7,903
Equity securities 4,662 494
Policy loans 80 22
Securities purchased under agreements to resell 23 3
Subtotal 25,356 16,851

Securities sold under agreements to repurchase (270) (70)

Investment expenses (144) (96)

Total 24,942 16,685
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21 NET REALISED GAINS/(LOSSES) ON FINANCIAL ASSETS

For the year ended
31 December
2006 2005
RMB million RMB million
Debt securities
Gross realised gains 20 158
Gross realised losses (26) (5)
Impairments - (92)
Subtotal (6) 61
Equity securities
Gross realised gains 1,601 143
Gross realised losses - (63)
Impairments - (651)
Subtotal 1,601 (571)
Total 1,595 (510)

The proceeds from sales of available-for-sale securities and the gross realised gains/(losses) for the years ended 31
December 2006 and 2005 were as follows:

2006 2005

RMB million RMB million

Proceeds from sales of available-for-sale securities 49,902 59,806
Gross realised gains 1,621 301
Gross realised losses (26) (68)

22 NET FAIR VALUE GAINS ON ASSETS AT FAIR VALUE THROUGH INCOME (HELD-

FOR-TRADING)
For the year ended
31 December
2006 2005
RMB million RMB million
Debt securities 305 88
Equity securities 19,739 172

Total 20,044 260
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23

24

INSURANCE BENEFITS AND CLAIMS

Gross Ceded Net
RMB million RMB million RMB million

For the year ended 31 December 2006
Life insurance death and other benefits 10,814 (17) 10,797
Accident and health claims and claim adjustment expenses 7,209 (210) 6,999
Increase in long-term traditional insurance contracts 44,264 (26) 44,238
Interest credited to long-term investment type insurance contracts 6,386 - 6,386
Total insurance benefits and claims 68,673 (253) 68,420

For the year ended 31 December 2005
Life insurance death and other benefits 8,320 9) 8,311
Accident and health claims and claim adjustment expenses 7,506 (659) 6,847
Increase in long-term traditional insurance contracts 34,114 (137) 33,977
Interest credited to long-term investment type insurance contracts 4,894 - 4,894
Total insurance benefits and claims 54,834 (805) 54,029

NET PROFIT BEFORE INCOME TAX EXPENSES

Net profit before income tax expenses is stated after charging the following:

For the year ended 31 December

2006 2005

RMB million RMB million

Salary and welfare 4,197 3,118
Housing benefits 256 251
Contribution to the defined contribution pension plan 358 342
Depreciation 848 884
Loss on disposal of property, plant and equipment - 7
Exchange loss 639 639

Auditor’s remuneration

76 46
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25

For the year ended 31 December 2006

TAXATION

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 relate to the same fiscal authority.
(a)  The amount of taxation charged to the consolidated income statement represents:

For the year ended 31 December

2006 2005

RMB million RMB million

Current taxation-Enterprises income tax 858 772
Deferred taxation 4,696 1,373
Taxation charges 5,554 2,145

(b)  The reconciliation between the Group’s effective tax rate and the statutory tax rate of 33% in the PRC is as follows:

For the year ended 31 December

2006 2005

RMB million RMB million

Net profit before income tax expenses 25,605 11,510
Tax computed at the statutory tax rate of 33% 8,450 3,798
Non-taxable income (3,250) (1,763)
Additional tax liability from expenses not deductible for tax purposes 354 110
Income taxes at effective tax rate 5,554 2,145

Non-taxable income includes mainly interest income from government bonds. Expenses not deductible for tax
purposes include mainly salary, commission, brokerage and donation expenses in excess of deductible amounts as

allowed by relevant tax regulations.
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25 TAXATION (continued)

(o)

As at 31 December 2006, deferred income taxation is calculated in full on temporary differences under the liability

method using a principal taxation rate of 33%.

The movement on the deferred income tax liabilities account is as follows:

Group
2006 2005
RMB million RMB million
As at 1 January 7,982 4,371
Deferred taxation charged to income statement 4,696 1,373
Deferred taxation charged to equity 6,344 2,238
As at 31 December 19,022 7,982
Company
2006 2005
RMB million RMB million
As at 1 January 7,982 4,371
Deferred taxation charged to income statement 4,694 1,373
Deferred taxation charged to equity 6,315 2,238

As at 31 December 18,991 7,982
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25 TAXATION (continued)

(d)  The movement in deferred tax assets and liabilities prior to offsetting during the year is as follows:

Deferred tax

Long-term
insurance
contracts and Short-term
investment insurance
Group contracts contracts  Investments DAC Others Total

RMB million ~ RMB million =~ RMB million ~ RMB million ~ RMB million =~ RMB million

As at 1 January 2005 3,952 9) 1,989 (10,819) 516 (4,371)
(Charged)/credited to
income statement (34) 167 801 (2,101) (206) (1,373)
(Charged)/credited to
equity (303) - (2,401) 466 = (2,238)
As at 31 December 2005 3,615 158 389 (12,454) 310 (7,982)
As at 1 January 2006 3,615 158 389 (12,454) 310 (7,982)
(Charged)/credited to
income statement 1,900 500 (5,097) (1,865) (134) (4,696)
(Charged)/credited to
equity 536 - (8,255) 1,375 - (6,344)
As at 31 December 2006 6,051 658 (12,963) (12,944) 176 (19,022)
Group
As at 31 December
2006 2005
RMB million RMB million
Deferred tax assets:
— deferred tax asset to be recovered after more than 12 months 8,094 3,697
— deferred tax asset to be recovered within 12 months 1,405 775
Subtotal 9,499 4,472
Deferred tax liabilities:
— deferred tax liability to be settled after more than 12 months (28,169) (12,255)
— deferred tax liability to be settled within 12 months (352) (199)
Subtotal (28,521) (12,454)

Total net deferred income tax liabilities (19,022) (7,982)
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25 TAXATION (continued)

Deferred tax

(d) The movement in deferred tax assets and liabilities prior to offsetting during the year is as follows: (continued)

Long-term
insurance
contracts and Short-term
investment insurance
Company contracts contracts  Investments DAC Others Total
RMB million ~ RMB million ~ RMB million ~RMB million ~ RMB million =~ RMB million
As at 1 January 2005 3,952 9) 1,989 (10,819) 516 (4,371)
(Charged)/credited to
income statement (34) 167 801 (2,101) (206) (1,373)
(Charged)/credited to
equity (303) - (2,401) 466 = (2,238)
As at 31 December 2005 3,615 158 389 (12,454) 310 (7,982)
As at 1 January 2006 3,615 158 389 (12,454) 310 (7,982)
(Charged)/credited to
income statement 1,900 500 (5,095) (1,865) (134) (4,694)
(Charged)/credited to
equity 536 - (8,226) 1,375 - (6,315)
As at 31 December 2006 6,051 658 (12,932) (12,944) 176 (18,991)
Company
As at 31 December
2006 2005
RMB million RMB million
Deferred tax assets:
— deferred tax asset to be recovered after more than 12 months 8,094 3,697
— deferred tax asset to be recovered within 12 months 1,405 775
Subtotal 9,499 4,472
Deferred tax liabilities:
— deferred tax liability to be settled after more than 12 months (28,138) (12,255)
— deferred tax liability to be settled within 12 months (352) (199)
Subtotal (28,490) (12,454)

Total net deferred income tax liabilities

(18,991) (7,982)
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26 NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS OF THE COMPANY

The net profit attributable to shareholders of the Company is dealt with in the financial statements of the Company to
the extent of RMB19,945 million (2005: RMB9,218 million).

27 EARNINGS PER SHARE
There is no difference between basic and diluted earnings per share. The basic and diluted earnings per share for the year
ended 31 December 2006 are based on the weighted average number of 26,777,033,767 ordinary shares (for the year
ended 31 December 2005: 26,764,705,000).

28 STOCK APPRECIATION RIGHTS
Stock appreciation rights have been awarded in units, with each unit representing the value of one H share. No shares
of common stock will be issued under the stock appreciation rights plan. According to the Company’s plan, all stock
appreciation rights will have an exercise period of five years from date of award and will not be exercisable before the
fourth anniversary of the date of award unless specified market or other conditions have been met. The exercise price of
stock appreciation rights will be the average closing price of the shares in the five trading days prior to the date of the
award. Upon the exercise of stock appreciation rights, exercising recipients will receive payments in RMB, subject to any
withholding tax, equal to the number of stock appreciation rights exercised times the difference between the exercise price

and market price of the H shares at the time of exercise.

The Board of Directors of the Company approved, on 5 January 2006, an award of stock appreciation rights of 4.05
million units and on 21 August 2006, another award of stock appreciation rights of 53.22 million units to eligible
employees. The exercise prices of the two awards were HK$5.33 and HK$6.83, respectively, the average closing price of
shares in the five trading days prior to 1 July 2005 and 1 January 2006, the dates for vesting and exercise price setting
purposes of this award. The stock appreciation rights of 1.56 million units were exercised and no unit was forfeited or

expired in 2006. As at 31 December 2006, there are 55.71 million units outstanding and 17.05 million units exercisable.

The fair value of the stock appreciation rights is estimated on the date of valuation using lattice-based option valuation
models based on expected volatility from 37% to 47%, an expected dividend yield of no higher than 0.2% and risk-free

interest rates from 3.5% to 3.6%.

The Company recognised compensation cost of RMB444 million in 2006, consisting of RMB431 million and RMB13
million included in other liabilities (Note 18) for the units not exercised and exercised but not paid as at 31 December
2006. The unrecognised compensation cost of outstanding units is approximately RMB761 million as at 31 December

2006, which is expected to be recognised within the next 2 years.

On 29 December 2006, another award of stock appreciation rights was approved in principle by the Board of Directors
of the Company. The exercise price of the award is the average closing price of shares in the five trading days prior to
1 January 2007. As at 31 December 2006, the recipients and quantities of the award are still to be determined and are

subject to further approval.
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29 DIVIDENDS

Pursuant to the shareholders’ approval at the Annual General Meeting in June 2006, a final dividend of RMB0.05 per
ordinary share totalling RMB1,338 million in respect of the year ended 31 December 2005 was declared and was paid in
July 2006. These dividends have been recorded in the consolidated financial statements for the year ended 31 December
2006.

Pursuant to a resolution passed at the meeting of the Board of Directors on 17 April 2007, a final dividend of RMB0.14
per ordinary share totalling approximately RMB3,957 million for the year ended 31 December 2006 was proposed for
shareholders” approval at the Annual General Meeting. The dividend has not been provided in the consolidated financial
statements for the year ended 31 December 2006.

30 SIGNIFICANT RELATED PARTY TRANSACTIONS

(a) Related parties
Related parties are those parties which have the ability, directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial and operating decisions. Parties are also considered
to be related if they are subject to common control or common significant influence. The table set forth below
summarises the names of significant related parties and nature of relationship with the Company as at 31
December 2006:

Significant related party Relationship with the Company
China Life Insurance (Group) Company (“CLIC”) The ultimate holding company
China Life Insurance Asset Management

Company Limited (“AMC”) A subsidiary of the Company
Guangdong Development Bank An associate of the Company

China Life Property & Casualty Insurance
Company Limited An associate of the Company
China Life Franklin Asset Management Co., Limited
(formerly “China Life Asset Management (Hong Kong)
Company Limited”) A subsidiary of a subsidiary of the Company
Beijing Zhongbaoxin Real Estate Development Co., Limited
(“Zhongbaoxin”) A subsidiary of a subsidiary of the ultimate
holding company
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30 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)
(b) Transactions with AMC, CLIC and its subsidiaries

The following table summarises significant recurring transactions carried out by the Group with AMC, CLIC and
its subsidiaries for the year ended 31 December 2006.

For the year ended 31 December

Note 2006 2005
RMB million RMB million
Transactions with CLIC and its subsidiaries
Policy management fee income earned from CLIC (i) 1,555 1,567
Asset management fee earned from CLIC (i1) 84 84
Rewards from CLIC for non-transferred policies (i11) 177 -
Non-performing assets management fee earned from CLIC - 11
Property leasing expense charged by CLIC (iv) 168 335
Dividends to CLIC 966 -
Rentals, deposits and project payments to Zhongbaoxin (v) 36 -
Transaction with AMC
Asset management fee expense charged by AMC (i) 283 239
Notes:
(1) As part of the restructuring, CLIC transferred its entire branch services network to the Company. CLIC and the Company

have entered into a Policy Management Agreement on 30 September 2003 to engage the Company to provide policy
administration services to CLIC relating to the non-transferred policies. The Company, as a service provider, does not
acquire any rights or assume any obligations as an insurer under the non-transferred policies. In consideration of the
services provided under the agreement, CLIC will pay the Company a service fee based on the estimated cost of providing
the services, to which a profit margin is added. The service fee is equal to, for each semi-annual payment period, the sum
of (1) the number of non-transferred policies in force that were within their policy term as at the last day of the period,
multiplied by RMB8.00 per policy and (2) 2.50% of the actual premiums and deposits in respect of such policies collected
during the period. The policy management fee income is included in other income in consolidated income statement. On
24 December 2005, the Company and CLIC have entered into the Renewed Policy Management Agreement. There is no
significant change in respect of relevant terms and conditions.

(i) On 30 November 2003, CLIC and the Company separately entered into asset management agreements with China Life
Insurance Asset Management Company Limited ("AMC”), the Company’s 60% owned subsidiary. The terms of the two
agreements are the same. Under the agreement, AMC agreed to invest and manage assets entrusted to it by CLIC and the
Company on a discretionary basis, subject to the investment guidelines and instructions given by them. In consideration of
its services provided under the agreement, CLIC and the Company agreed to pay AMC a monthly service fee.

The monthly service fee is calculated on a monthly basis, by multiplying the average of net asset value of the
assets in each such category under management at the end of any given month and the end of the previous
month by the applicable annual rate for that month set forth in the agreement. The rate was determined
based on the analysis of the cost of providing the service, market practice and the size and composition of

the asset pool to be managed.

Under a separate agreement signed by CLIC and the Company on 30 September 2003, the Company agreed
to invest and manage the assets entrusted to it by CLIC for the period prior to the establishment of AMC
on 30 November 2003. Under the agreement, the scope of service to be provided by the Company and the
calculation basis of the monthly service are the same as the agreement signed between CLIC and AMC as

mentioned above.
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30 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)
(b) Transactions with AMC, CLIC and its subsidiaries (continued)

Notes: (continued)

On 27 December 2005, CLIC and the AMC entered into the renewed CLIC asset management agreement.
Under the new agreement, CLIC agreed to pay the AMC a service fee at the rate of 0.05% per annum. The
service fee is calculated and payable on a monthly basis, by multiplying the average of balance of book value
of the assets under management (after deducting the funds obtained and interests accrued from repurchase
transactions) at the beginning and at the end of any given month by the rate of 0.05%, divided by 12. Such
rate was determined by the AMC and CLIC with reference to the applicable management fee rate pre-
determined for each specified category of assets managed by the AMC under the renewed Company asset

management agreement, which was a comprehensive service fee rate arrived at.

On 29 December 2005, the Company and the AMC entered into the renewed Company asset management
agreement. Under the new agreement, the Company agreed to pay the AMC a fixed service fee and a variable
service fee. The fixed service fee is payable monthly and is calculated with reference to the net asset value
of the assets in each specified category managed by the AMC and the applicable management fee rates pre-
determined by the parties on an arm’s length basis. The variable service fee equals to 10% of the fixed service
fee per annum payable annually. The service fees under the renewed Company asset management agreement
were determined by the Company and the AMC based on an analysis of the cost of service, market practice

and the size and composition of the asset pool to be managed.

Although the representation of the service fee rates under the renewed CLIC asset management agreement
and the renewed Company asset management agreement is different, the ultimate comprehensive service fee

rate calculated under each of these two agreements is basically the same.

The asset management fee charged to the Company by AMC is eliminated through the consolidated income

statement.

(iii)  The Company assisted CLIC to mitigate business risk arising from non-transferred policies, and received in 2006 a fee
income of RMB177 million from CLIC as the reward for such non-transferrable policies.

(iv)  The Company has entered into a property leasing agreement with CLIC on 30 September 2003, pursuant to which CLIC
agreed to lease to the Company some of its owned and leased buildings. The annual rent payable by the Company to CLIC
in relation to the CLIC owned properties is determined by reference to market rent or, the costs incurred by CLIC in
holding and maintaining the properties, plus a margin of approximately 5%. The annual rent payable by the Company to
CLIC in relation to the CLIC leased properties is determined by reference to the rent payable under the head lease plus the
actual costs incurred by CLIC arising in connection with the subletting of the properties. The Company has directly paid
the relevant rental expenses raised from CLIC leased properties to the third-party instead of CLIC. On 23 December 2005,
the Company and CLIC have entered into the Renewed Property Leasing Agreement, which expired on 31 December 2006
and subject to renewal. On 4 January 2007, the Company and CLIC have entered into the Renewed Property Leasing
Agreement, which will expire on 31 December 2009 and subject to renewal. There is no significant change in respect of

relevant terms and conditions.

(v) The Group made certain project payments to third parties through Zhongbaoxin and paid other miscellaneous

expenditures mainly comprised of rentals and deposits to Zhongbaoxin.
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30 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)

(c) Amounts due from/to CLIC and its subsidiaries
The following table summarises the resulting balance due from and to CLIC and its subsidiaries. The balance is

non-interest bearing, unsecured and has no fixed repayment terms.

Asat 31 As at 31

December 2006 December 2005

RMB million RMB million

Amount due from CLIC (Note 13) 996 851
Amount due to CLIC (3) (20)
Amount due from Zhongbaoxin 1 1

(d) Key management compensation

For the year ended 31 December

2006 2005

RMB million RMB million

Salaries and other short-term employee benefits 12 7
Termination benefits - -
Post-employment benefits - -
Other long-term benefits - -
Share-based payments - -
Total 12 7

(e) Transactions with state-owned enterprises
Under HKAS 24, business transactions between state-owned enterprises controlled by the PRC government are
within the scope of related party transactions. CLIC, the ultimate holding company of the Group, is a state-owned
enterprise. The Group’s key business and therefore the business transactions with other state-owned enterprises
are primarily related to insurance and investment activities. The related party transactions with other state-
owned enterprises were conducted in the ordinary course of business. Due to the complex ownership structure,
the PRC government may hold indirect interests in many companies. Some of these interests may, in themselves
or when combined with other indirect interests, be controlling interests which may not be known to the Group.

Nevertheless, the Group believes that the following captures the material related parties.

As at 31 December 2006, more than 70% (as at 31 December 2005: more than 63%) of bank deposits were with
state-owned banks; approximately 95% (as at 31 December 2005: approximately 94%) of the issuers of corporate
bonds and subordinated bonds/debts held by the Group were state-owned enterprises. For the year ended 31
December 2006, more than 71% (for the year ended 31 December 2005: more than 82%) of the group insurance
business of the Group were with state-owned enterprises; approximately 89% (for the year ended 31 December
2005: approximately 88%) of bank assurance brokerage charges of RMB1,989 million (for the year ended 31
December 2005: RMB3,144 million) were paid to state-owned banks and post office; almost all of the reinsurance
agreements of the Group are entered into with a state-owned reinsurance company; more than 70% (for the year

ended 31 December 2005: more than 63%) of bank deposit interest income were from state-owned banks.
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31

SHARE CAPITAL

As at 31 December 2006 As at 31 December 2005
No. of shares ~ RMB million No. of shares RMB million
Registered, issued and fully paid
Ordinary shares of RMB1 each 26,764,705,000 26,765 26,764,705,000 26,765
New shares issued 1,500,000,000 1,500 = =
Total 28,264,705,000 28,265 26,764,705,000 26,765

As at 31 December 2006, the Company’s share capital after the new share issuance is as follows:

As at 31 December 2006

No. of shares RMB million

Owned by CLIC 19,323,530,000 19,324
Owned by other shareholders 8,941,175,000 8,941
Including: domestic listed 1,500,000,000 1,500
overseas listed 7,441,175,000 7,441

Total 28,264,705,000 28,265

Opverseas listed shares are only traded on the Stock Exchange of Hong Kong. 600,000,000, 300,000,000 and 600,000,000
shares of newly issued domestic listed shares may only be traded on the Shanghai Stock Exchange since 9 January 2007, 9
April 2007 and 9 January 2008, respectively. The shares owned by CLIC are not transferable until 11 January 2010.
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32 RESERVES

Group
Additional paid in Unrealised Reserve
capital gains/(losses) fund Total
RMB million RMB million RMB million RMB million
()
As at 1 January 2005 34,776 (3,855) 652 31,573

Unrealised gains, net of tax
— arising from available-for-sale
securities during the period = 4,977 - 4,977

— reclassification adjustment for gains

included in income statement = (103) - (103)
— impact from available-for-sale securities on

other assets and liabilities - (332) - (332)
Appropriation to reserve fund - - 1,110 1,110
Change in the year = 4,542 1,110 5,652
As at 31 December 2005 34,776 687 1,762 37,225
Issue of shares 26,820 - - 26,820
Share issue expenses (510) - - (510)

Unrealised gains, net of tax
— arising from available-for-sale securities
during the period - 16,812 - 16,812
— reclassification adjustment for gains included
in income statement - (77) - (77)

— impact from available-for-sale securities on

other assets and liabilities - (3,876) - (3,876)
Appropriation to reserve fund - - 974 974
Change in the year 26,310 12,859 974 40,143

As at 31 December 2006 61,086 13,546 2,736 77,368
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32 RESERVES (continued)

Company
Additional paid in Unrealised Reserve
capital gains/(losses) fund Total
RMB million RMB million RMB million RMB million
(a)
As at 1 January 2005 33,697 (3,855) 637 30,479
Unrealised gains, net of tax
— arising from non-trading securities
during the period - 4,975 = 4,975
— reclassification adjustment for gains
included in income statement = (103) - (103)
— impact from non-trading securities
on other assets and liabilities - (331) - (331)
Appropriation to reserve fund - - 1,091 1,091
Change in the year - 4,541 1,091 5,632
As at 31 December 2005 33,697 686 1,728 36,111
Issue of shares 26,820 - - 26,820
Share issue expenses (510) - - (510)
Unrealised gains, net of tax
— arising from available-for-sale securities
during the period - 16,776 - 16,776
— reclassification adjustment for gains
included in income statement - (74) - (74)
— impact from available-for-sale securities
on other assets and liabilities - (3,876) - (3,876)
Appropriation to reserve fund - - 960 960
Change in the year 26,310 12,826 960 40,096
As at 31 December 2006 60,007 13,512 2,688 76,207

(a) Under relevant PRC law, the Group is required to transfer 10% of its net profit to statutory reserve fund. The Group appropriated

10% of net profit to statutory reserve fund for the year ended 31 December 2006.

Under related PRC law, dividends may be paid only out of distributable profits. Distributable profits means the Group’s

after-tax profits as determined under accounting standards generally accepted in PRC or HKFRS, whichever is lower,

less any recovery of accumulated losses and allocations to statutory funds that the Group is required to make. Any

distributable profits that are not distributed in a given year are retained and available for distribution in subsequent years.

The amount of distributable retained earnings based on the above is RMB14,167 million as at 31 December 2006 (as at

31 December 2005: RMBG6,878 million).
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33 CONTINGENCIES

The following is a summary of the significant contingent liabilities:

Group Company
As at 31 As at 31 As at 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Pending lawsuits (b) 54 31 54 31
(a) The Company and certain of its past directors (the “defendants”) have been named in nine putative class action lawsuits filed in

the United States District Court for the Southern District of New York between 16 March 2004 and 14 May 2004. The lawsuits
have been ordered to be consolidated and restyled /n re China Life Insurance Company Limited Securities Litigation, NO.04
CV 2112 (TPG). Plaintiffs filed a consolidated amended complaint on 19 January 2005, which names the Company, Wang
Xianzhang (past director), Miao Fuchun (past director) and Wu Yan (past director) as defendants. The consolidated amended
compliant alleges that the defendants named therein violated Section 10(b) and 20(a) of the Securities Exchange Act of 1934,
and Rule 10b-5 promulgated thereunder. The Company has engaged U.S. counsel to contest vigorously on the lawsuits. The
defendants jointly moved to dismiss the consolidated amended complaint on 21 March 2005. Plaintiffs then further amended
their complaint. Defendants moved to dismiss the second amended compliant on 18 November 2005. That motion has been fully
briefed and is pending before the Court. The likelihood of an unfavourable outcome is still uncertain. No provision has been made
with respect to these lawsuits.

(b) The Group has been named in a number of lawsuits arising in the ordinary course of business. Provision has been made for the
probable losses to the Group on those claims when management can reasonably estimate the outcome of the lawsuits taking into

account the legal advice. No provision has been made for pending lawsuits when the outcome of the lawsuits cannot be reasonably
estimated or management believes a loss is not probable.

34 COMMITMENTS
(a) Capital commitments

7) Capital commitments for property, plant and equipment

Group Company
As at 31 As at 31 Asat 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Contracted but not provided for 990 121 987 121

i1)  Capital commitments to acquire Bohai Venture Capital Fund
The Group committed to contribute RMB500 million to Bohai Venture Capital Fund and RMB5 million to
Bohai Venture Capital Fund Management Company of which RMB50 million was paid to the fund on 25
December 2006. The remaining RMB455 million will be paid when called.
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34 COMMITMENTS (continued)

35

(b) Operating lease commitments

The future minimum lease payments under non-cancelable operating leases are as follows:

Group Company
As at 31 As at 31 Asat 31 As at 31
December 2006 December 2005 December 2006 December 2005
RMB million RMB million RMB million RMB million
Land and buildings

Not later than one year 242 250 242 250

Later than one year but not later
than five years 386 248 386 248
Later than five years 50 23 50 23
Total 678 521 678 521

The operating lease payments charged to the consolidated income statement for the year ended 31 December 2006
was RMB391 million (for the year ended 31 December 2005: RMB409 million).

INVESTMENTS IN SUBSIDIARIES

Company
As at 31 December
2006 2005
RMB million RMB million
Unlisted investment at cost: 600 480
Name Place of incorporation Principal activities Percentage of equity
and operation interest held
China Life Asset Management Company Limited People’s Republic of China  Asset management 60% directly
China Life Franklin Asset Management Co., Limited
(formerly “China Life Asset Management
(Hong Kong) Company Limited”) (a) Hong Kong Asset management 60% indirectly

(a) As approved by CIRC, AMC entered an agreement with Franklin Templeton Investments and China Life Insurance (Overseas)
Company Limited, a subsidiary of CLIC, in 2006, under which Franklin Templeton Investments and China Life Insurance
(Overseas) Company Limited became strategic investors of China Life Asset Management (Hong Kong) Company Limited, which
was renamed to China Life Franklin Asset Management Co., Limited subsequently. China Life Franklin Asset Management Co.,
Limited has not commenced operations for the year ended 31 December 2006.
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36 DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S REMUNERATION

(a) Directors’ emoluments
The aggregate amounts of emoluments paid to directors of the Company for the year ended 31 December 2006 are

as follows:

Employer’s Compensation

Discretionary ~ Inducement Other contribution to for loss of
Name Fee Salaries bonuses fees benefits pension scheme  as director Total
RMB RMB RMB RMB RMB RMB RMB RMB
Yang Chao - 590,000 801,500 - - 19,016 - 1,410,516
Wu Yan (a) - 540,833 324,500 - - 17,598 - 882,931
Wan Feng (b) - 312,813 583,330 - - 10,663 - 906,806
Shi Guoqing - - - - - - - -
Zhuang Zuojin - - - - - - - -
Long Yongtu 220,000 - - - - - — 220,000
Sun Shuyi 220,000 - - - - - - 220,000
Ma Yongwei (c) 183,333 - - - - - - 183,333
Chau Tak Hay 220,000 - - - - - - 220,000
Cai Rang 220,000 - - - - - - 220,000
Ngai WaiFung (d) - - - - - - - -

Miao Fuchun (e) - - - - - - - _

Notes:

(a) Emoluments paid starting from 1 February 2006.
(b) Appointed on 16 June 2006.

(c) Appointed on 16 March 2006.

(d)  Appointed on 29 December 2006.

(e) Resigned on 16 June 2006.
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36 DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S REMUNERATION

(continued)

(a)

Directors’ emoluments (continued)

The aggregate amounts of emoluments paid to directors of the Company for the year ended 31 December 2005 are

as follows:
Employer’s Compensation
Discretionary  Inducement Other contribution to for loss of
Name Fee Salaries bonuses fees benefits pension scheme as director Total
RMB RMB RMB RMB RMB RMB RMB RMB
Yang Chao (a) = 225,000 225,000 - - 7,087 = 457,087
Miao Fuchun - 533,500 436,500 - - 16,363 - 986,363
W Yan - - - - - - - -
Shi Guoging - - - - - - - -
Long Yongtu 220,000 - - - - - - 220,000
Chau Tak Hay 220,000 - - - - - - 220,000
Sun Shuyi 220,000 - - - - - - 220,000
Cai Rang 220,000 - - - - - - 220,000
Wang Xianzhang (b) = 315,000 315,000 - - 9,276 - 639,276
Fan Yingjun (b) - - - - - - - -
Notes:

(a)  Appointed on 29 July 2005.

(b) Resigned on 29 July 2005.

Above mentioned directors’ emoluments do not include the fee, which is RMB137,500 respectively, paid to Mr.

Sun Shuyi and Mr. Cai Rang for the year of 2004. The fee was recognised and paid in September 2005, which was

not included in 2004.

Mr. Fan Yingjun resigned and abandoned all the emoluments with free will on the date of 29 July 2005.

In addition to the directors’ emoluments disclosed above, certain directors of the Company receive emoluments

from CLIC, amount of which has not been apportioned between their services to the Company and their services

to CLIC.
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36 DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S REMUNERATION
(continued)

(b) Supervisors’ emoluments
The aggregate amounts of emoluments paid to supervisors of the Company for the year ended 31 December 2006

are as follows:

Employer’s

contribution

Discretionary  Inducement Other to pension
Name Salaries bonuses fees benefits scheme Total
RMB RMB RMB RMB RMB RMB
Lui Yingqi (a) - - - - - -
Xia Zhihua (b) 407,917 200,250 - - 16,181 624,348
Wu Weimin 312,000 469,050 - - 19,016 800,066
Jia Yuzeng (c) 143,000 202,263 - - 8,353 353,616
Qing Ge (d) 169,000 266,328 - - 10,663 445,991
Yang Hong (e) 67,979 91,415 - - 4,101 163,495
Ren Hongbin (f) - - - - - -
Tian Hui - - - 100,000 - 100,000

Notes:

(@) Resigned on 5 January 2006.
(b)  Appointed on 16 March 2006.
(c) Resigned on 15 June 2006

(d)  Appointed on 15 June 2006

() Appointed on 16 October 2006

(f) Resigned on 16 June 2006

The aggregate amounts of emoluments paid to supervisors of the Company for the year ended 31 December 2005

are as follows:

Employer’s

contribution

Discretionary ~ Inducement Other to pension
Name Salaries bonuses fees benefits scheme Total
RMB RMB RMB RMB RMB RMB
Liu Yingqi 489,500 400,500 - - 16,363 906,363
Wu Weimin 292,500 157,500 - - 16,363 466,363
Zhou Xinping 73,125 39,375 = - 3,607 116,107
Jia Yuzeng 219,375 118,125 - - 12,757 350,257
Ren Hongbin 100,000 = = = = 100,000
Tian Hui 100,000 - - - - 100,000

Note: The above amount reflected the emoluments for the servicing period of supervisors. The emolument paid to Mr. Zhou is
for the servicing period from 1 January 2005 to 1 April 2005. The emolument paid to Mr. Jia is for the servicing period
from 1 April 2005 to 31 December 2005.
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36 DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S REMUNERATION
(continued)

(c)

Five highest paid individuals
The five individuals whose emoluments were the highest in the Company include two (2005: one) directors whose
emoluments are reflected in the analysis presented above.

Details of remuneration of the remaining three (2005: four) highest paid individuals are as follows:

2006 2005

RMB RMB

Fees - -
Basic salaries, housing allowances, and other

allowances and benefits in kind 4,888,148 3,625,452

4,888,148 3,625,452

The emoluments fell within the following bands:

Number of individuals
2006 2005

Nil - RMB1,000,000 - 4
RMB1,500,000 — RMB 2,000,000 3 =

No emoluments have been paid by the Company to the directors or any of the five highest paid individuals as an
inducement to join or upon joining the Company or as compensation for loss of office.
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37 SUBSEQUENT EVENTS

(a) Related party transactions
On 4 January 2007, the Company signed an agreement with CLIC to purchase property, plant and equipment
with a total capital expenditure of RMB488 million, based on appraisal value.

As approved by CIRC, the Company entered an agreement with CLIC and AMC to establish China Life Pension
Company Limited with a total paid-in capital of RMB600 million. The Company, CLIC and AMC owns 55%,
25% and 20% of China Life Pension Company Limited, respectively. China Life Pension Company Limited was
incorporated on 15 January 2007. The Group holds directly and indirectly 75% of the share capital.

(b) Change of PRC enterprise income tax rate
On 16 March 2007, the National People’s Congress approved the Corporate Income Tax Law of the People’s
Republic of China (the new “CIT Law”). The new CIT Law reduces the domestic corporate income tax rate from
33% to 25% with effect from 1 January 2008. Since determination of deferred tax assets and deferred tax liabilities
is at the statutory tax rate effective for the periods over which deferred tax assets are recovered and deferred tax
liabilities are discharged, the change on statutory tax rate will affect the carrying amount of the Group’s deferred
tax liabilities. As at the date that these consolidated financial statements are approved for issue, detailed measures
of the new CIT Law have yet to be issued by the State Council, concerning uncertain items of statutory tax rate
effective in the accounting periods beginning on or after in 1 January 2008, determination of taxable income,
preferential tax rates as well as tax incentives and accompanying transitional means in force. Consequently, the
Group is not in a position to reasonably assess the impact, if any, on the carrying amount of deferred tax liabilities
as at 31 December 2006. The Group will continue to evaluate the impact on results of operations and financial
position as more detailed regulations are announced.

38 ULTIMATE HOLDING COMPANY

The directors regard China Life Insurance (Group) Company, a company incorporated in the PRC, as being the ultimate
holding company.
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RECONCILIATION OF HKFRS AND UNITED STATES GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (“US GAAP”)

@

(b)

The consolidated financial statements of the Group have been prepared in accordance with HKFRS. There are no
material differences between HKFRS and US GAAP that had an effect on net profit for the years ended 31 December

2006 and 2005 and shareholders” equity as at 31 December 2006 and 2005.

Statutory Information

As at 31 December

2006 2005

RMB million RMB million

Actual solvency margin 96,297 59,561
Minimum solvency margin 27,549 21,782
Solvency ratio 350% 273%

According to CIRC Order [2003] No.1, all insurance companies have to report their actual solvency margin (i.c.
admitted statutory capital and surplus) to the CIRC at the end of each fiscal year. The solvency ratio is computed by

dividing the actual solvency margin by the minimum solvency margin (i.e. minimum statutory capital and surplus

necessary to satisfy regulatory requirement). CIRC will closely monitor those insurance companies with solvency ratio less
than 100% and may, depending on the individual circumstances, undertake certain regulatory measures, including but

not limited to restricting the payment of dividends.

Disclosures about available-for-sale securities in an unrealised loss position

As at 31 December 2006

More than
Less 6 months but More
than less than 12 than 12
6 months months months Total
RMB million ~ RMB million =~ RMB million =~ RMB million
Debt securities
Government Fair value 22,050 1,198 7,149 30,397
bonds Unrealised losses (362) (15) (192) (569)
Government Fair value 15,471 1,265 1,497 18,233
agency bonds Unrealised losses (180) (41) (22) (243)
Corporate Fair value 13,502 6,605 566 20,673
bonds Unrealised losses (240) (234) (13) (487)
Subordinate Fair value 2,329 - - 2,329
bonds/debts Unrealised losses (37) - - (37)
Equity securities Fair value 1,273 - - 1,273
Unrealised losses (136) - - (136)
Total temporarily
impaired securities Fair value 54,625 9,068 9,212 72,905
Unrealised losses (955) (290) (227) (1,472)
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RECONCILIATION OF HKFRS AND UNITED STATES GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (“US GAAP”) (continued)

(c)  Disclosures about available-for-sale securities in an unrealised loss position (continued)

As at 31 December 2005

More than
Less 6 months but More
than less than 12 than 12
6 months months months Total
RMB million ~ RMB million = RMB million = RMB million
Debt securities
Government Fair value 12,861 - 6,874 19,735
bonds Unrealised losses (236) = (179) (415)
Government Fair value 16,008 - 1,871 17,879
agency bonds Unrealised losses (385) - (73) (458)
Corporate Fair value 75 17 775 867
bonds Unrealised losses (4) (1) 9) (14)
Subordinate Fair value 291 - - 291
bonds/debts Unrealised losses (22) - = (22)
Equity securities Fair value 3,267 1,696 - 4,963
Unrealised losses (58) (95) - (153)
Total temporarily
impaired securities Fair value 32,502 1,713 9,520 43,735
Unrealised losses (705) (96) (261) (1,062)

Available-for-sale securities have generally been identified as temporarily impaired if their amortised cost as at 31

December 2006 was greater than their fair value, resulting in an unrealised loss. Unrealised losses in respect of financial

assets at fair value through income have been included in net income and have been excluded from the above table.

Unrealised losses from debt securities are largely due to interest rate fluctuations. Based on a review of these financial

assets, it is believed that the contractual terms of these available-for-sale securities will be met. A total 163 debt securities

positions and 23 equity securities positions were in an unrealised loss position at 31 December 2006 of which 130 debt

securities and 23 equity securities positions were in a continuous loss position for less than 6 months, 74 debt securities

position for more than 6 months but less than 12 months and 16 debt securities positions for more than 12 months.
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RECONCILIATION OF HKFRS AND UNITED STATES GENERALLY ACCEPTED
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(d)

Comprehensive income

2006 2005

RMB million RMB million

Net profit attributable to shareholders of the Company 19,956 9,306
Total other comprehensive income, unrealised gains, net of

tax (Note 32 to the consolidated financial statements) 12,859 4,542

Total comprehensive income 32,815 13,848

Recently issued US accounting standards

On 19 September 2005, the AICPA issued Statement of Position 05-1, “Accounting by Insurance Enterprises for Deferred
Acquisition Costs in Connection with Modifications or Exchanges of Insurance Contracts” (SOP 05-1). SOP 05-1
provides guidance on accounting for DAC on internal replacements of insurance and investment contracts other than
those specifically described in FAS 97. SOP 05-1 defines an internal replacement as a modification in product benefits,
features, rights, or coverage that occurs by the exchange of a contract for a new contract, or by amendment, endorsement,
or rider to a contract, or by the election of a feature or coverage within a contract. SOP 05-1 is effective for the
Group’s fiscal year ending 31 December 2007. The Group is currently assessing the impact of SOP05-1 on the Group’s

consolidated financial position and results of operations.

On 16 February 2006, the FASB issued FAS 155, “Accounting for Certain Hybrid Financial Instruments” (FAS 155),
an amendment of FAS 140 and FAS 133. FAS 155 allows the Group to include changes in fair value in earnings on an
instrument-by-instrument basis for any hybrid financial instrument that contains an embedded derivative that would
otherwise be required to be bifurcated and accounted for separately under FAS 133. FAS 155 is effective for the Group’s
fiscal year ending 31 December 2007. The Group considered the effects of adopting FAS 155 and does not expect it to

have a material impact on its consolidated financial statements.

On 13 July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109” (FIN 48), which clarifies the accounting for uncertainty in income tax
positions. FIN 48 prescribes a recognition threshold and measurement attributable for the financial statement recognition
and measurement of an income tax position taken or expected to be taken in a tax return. FIN 48 also provides guidance
on derecognition, classification, interest and penalties, accounting in interim periods, and additional disclosures. The
cumulative effect of adopting FIN 48 is to be recorded as an adjustment to opening retained earnings in the period of
adoption. FIN 48 is effective for the Group’s fiscal year ending December 31, 2007. The Group is currently assessing the

impact of FIN 48 on the Group’s consolidated financial position and results of operations.

In September 2006, the FASB issued FAS 157. “Fair Value Measurements” (FAS 157). FAS 157 defines fair value,
establishes a framework for measuring fair value and expands disclosures about fair value measurements. FAS 157 is
effective for financial statements issued for accounting periods beginning on or after 15 November 2007. The Group is

currently assessing the impact of FAS 157 on the Group’s consolidated financial position and results of operations.

In February 2007, the FASB issued FAS 159. “The Fair Value Option for Financial Assets and Financial Liabilities”
(FAS 159). FAS 159 permits entities to choose to measure at fair value many financial instruments and certain other
items that are not currently required to be measured at fair value. Subsequent changes in fair value for designated items
will be required to be reported in earnings in the current period. FAS 159 also establishes presentation and disclosure
requirements for similar types of assets and liabilities measured at fair value. FAS 159 is effective for financial statements
issued for accounting periods beginning on or after 15 November 2007. The Group is currently assessing the impact of

FAS 159 on the Group’s consolidated financial position and results of operations.




