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JCIAL STATEMENTS

For the year ended 31 December 2009

GENERAL

The Company is a private limited company incorporated
in Macau Special Administrative Region, the People’s
Republic of China (“Macau SAR”) and formerly known as
China Insurance (Macau) Company Limited. Its immediate
holding company is China Taiping Insurance Group (HK)
Company Limited (formerly known as China Insurance H.K.
(Holdings) Company Limited) and its ultimate holding
company is China Taiping Insurance Group Co. (“CTIG”)
(formerly known as China Insurance (Holdings) Company
Limited), which are incorporated in Hong Kong and the
People’s Republic of China, respectively. The address of
the registered office and principal place of business of the
Company is Alameda Dr. Carlos D’Assumpcao, No. 398,
Edificio CNAC, 10-andar, Macau.

The Company is registered under the Macau Insurance
Ordinance as an insurer to underwrite general insurance
business in Macau.

The financial statements are presented in Macau Patacas
(“MOP”), which is also the functional currency of the
Company.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared on historical
cost basis except for certain financial instruments, which
are measured at fair values, as explained in the accounting
policies set out below.

These financial statements have been prepared in
accordance with Financial Reporting Standards of Macau
SAR and the Macau Insurance Ordinance.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents receivable for
services provided in the normal course of business, net of
discounts and sales related taxes.

Premiums from insurance contracts

Premiums for direct and facultative business are accounted
for in the period in which the amount is determined, which
is generally the period in which the risk commences.



1 %5 i o B R
NOTES ON THE FINANCIAL STATEMENTS

BE_ZTTAFt_A=+T—HLFE

2.

FTESTTEER @)

HﬂZ ﬁﬁm (#)

Txéfzﬂx S A TE IR SR HEUK
fljﬁ@_LETEE s ©

X I R R

E’Jf‘JQH&)\Tﬁ%%ﬁﬂif@fi
BERAE  REREEER

REEN D
RRBIRES ’]H%‘ > 1 245 E Y
TEEEMN KRB H5 77 (RE
h*ﬁ)\)iﬁﬁﬂ*‘/\)\ﬁ?ﬂ?&é %
BERERAALEMBIE AMARE
IE% ERAAREMEREANEKR
RER R B2 EZ%?/:}Z’J ARBARRE
#) o 4% i A B % R B DA S ) R
@ o E?h%ﬂ REFEMNE - FEHE
& BmER - EX - EREFXE
g EEFNREEERAEMEER
EEP*IE‘EJM?IE#HXT eI

MERASIEM G EE - A IFE
EJﬁJrﬂ* MK —RTRT7 - RERA K
IR R AR B TS AR o
EAREMAESIBARTEBNEX
BINN RS - RERRRTIBEXN - —

BANBEA/ARBRAK  HEE2EERN
MEBERRXERR - BB —ER
BRRRAEL -

RERSHNERARTE

KimBIRE 15

AR ERERLEANGEEHBREN
[\ e BR ) — 6 A R e I L ) 51 B A
RIRBEEHE D - RA TFﬁTﬁE’J
KRR EBRFEECVBRESFAGE
K27 -

2.

For the year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)

Dividend income

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been
established.

Interest income

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable.

Classification of insurance contracts

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

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

Recognition and measurement of insurance
contracts

Unearned premium reserve

Unearned premium reserve comprises the proportion of
gross premiums written in a year relating to the period of
risk subsequent to the balance sheet date calculated on a
time-apportioned basis. Reinsurers’ share of unearned
premium reserve is calculated and presented separately
in the financial statements.
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—HBIEFE  Forthe year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Recognition and measurement of insurance
contracts (continued)

Claims

Claims incurred in respect of general business consist of
claims and claims handling expenses paid during the year
together with the movement in the provision for outstanding
claims.

Outstanding claims reserve

Provision is made for the estimated cost of claims notified
but not settled at the balance sheet date and for the
estimated cost of claims incurred but not reported (“IBNR”)
by that date. Provision is also made for the estimated cost
of servicing claims notified but not settled at the balance
sheet date and claims incurred but not reported at the
balance sheet date.

Reinsurance

The Company cedes reinsurance in the normal course of
business for the purpose of limiting its net loss exposure
through the diversification of its risks. Assets, liabilities and
income and expenses arising from ceded reinsurance
contracts are presented separately from the assets,
liabilities, income and expenses of the related insurance
contracts because the reinsurance arrangements do not
relieve the Company from its direct obligations to its
policyholders.

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

Reinsurance premiums and claims recovery are recognised
on a gross basis. Reinsurance commissions recoverable
are recognised as income in the income statement, when
the related reinsurance contracts are accepted by the
reinsurers.
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For the year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)
Recognition and measurement of insurance
contracts (continued)

Reinsurance (continued)

Premiums ceded to reinsurers are recognised as an
expense on a basis that is consistent with the recognition
basis for the gross premiums written on the related
insurance contracts. Premiums ceded to reinsurers are
expense over the period that the reinsurance cover is
provided based on the expected pattern of the reinsured
risks. The unexpired portion of premiums ceded to
reinsurers is included in the reinsurers’ share of unearned
premium reserve.

Recoveries due from reinsurance companies in respect of
claims paid are classified as receivables and are included
within the insurance receivables in the balance sheet.

Reinsurers’ share of insurance contracts provision
represents the balance due from reinsurance companies
for ceded insurance liabilities. It includes the reinsurers’
share of provision for unearned premiums and provision
for outstanding claims reserve.

Recoveries due from reinsurance companies are assessed
for impairment at each balance sheet date (see accounting
policy on impairment of financial and insurance-related
assets).

Liability adequacy test

At each balance sheet date, the Company assesses its
recognised insurance liabilities to determine whether they
are adequate, using current estimates of future cash flows
under its insurance contracts. If the assessment shows that
the carrying amounts of its insurance liabilities are
inadequate in the light of the estimated future cash flows,
the entire deficiency is recognised in profit or loss.
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CIAL STATEMENTS

For the year ended 31 December 2009

2.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property and equipment

Property and equipment are stated at cost less subsequent
accumulated depreciation and accumulated impairment
losses.

Depreciation is provided to write off the cost of items of
property and equipment over their estimated useful lives
and after taking into account of their estimated residual
value, using the straight-line method.

An item of property and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or
loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the
carrying amount of the item) is included in the income
statement in the year in which the item is derecognised.

Investment properties
Investment properties are properties held to earn rentals.

On initial recognition, investment properties are measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are
stated at cost less subsequent accumulated depreciation
and any accumulated impairment losses. Depreciation is
charged so as to write off the cost of investment properties
over their estimated useful lives using the straight-line
method.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset)
is included in the income statement in the year in which
the item is derecognised.
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2.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified
as operating leases.

The Company as lessor

Rental income from operating leases is recognised in the
income statement on a straight-line basis over the term of
the relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense
on a straight-line basis over the lease term.

Foreign currencies

Transactions in currencies other than the functional
currency of the Company (foreign currencies) are recorded
in its functional currency at the rates of exchanges
prevailing on the dates of the transactions. At each balance
sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair
value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the
fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit
or loss for the period.

B R 1R R B AN Retirement benefit costs
TE R FURMAE I ET IR N BT B Payments to defined contribution retirement benefit plans
BIR AR H B EES R FHE are charged as an expense when employees have rendered

X e

service entitling them to the contributions.
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H=+—HIEFE Forthe year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
income statement because it excludes items of income or
expense that are taxable or deductible in other years and
it further excludes items that are never taxable or
deductible. The Company’s liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax base used in the
computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available
against which deductible temporary differences can be
utilised.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited to
profit or loss, except when it relates to items charged or
credited directly to equity, in which case the deferred tax
is also dealt with in equity.
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2.

For the year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments

Financial assets and financial liabilities are recognised on
the balance sheet when the Company becomes a party to
the contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

Financial assets

The Company’s financial assets are classified into financial
assets at fair value through profit or loss and loans and
receivables. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets
within the time frame established by regulation or
convention in the marketplace.

Effective interest method

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

Interest income is recognised on an effective interest basis.
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H=+—HIEFE Forthe year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

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

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

o it has been acquired principally for the purpose of
selling in the near future;

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

U it is a derivative that is not designated and effective
as a hedging instrument.

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

o such designation eliminates or significantly reduces
a measurement or recognition inconsistency that
would otherwise arise;

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

U it forms part of a contract containing one or more
embedded derivatives and the entire combined
contract (asset or liability) is designated as at fair
value through profit or loss.

Subsequent to initial recognition, financial assets at fair
value through profit or loss are measured at fair value, with
changes in fair value recognised directly in profit or loss in
the period in which they arise.
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2.

For the year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables including loan to a fellow subsidiary, other
receivables, pledged bank deposits and bank balances and
cash at banks, are carried at amortised cost using the
effective interest method, less any identified impairment
losses (see accounting policy on impairment of financial
and insurance-related financial assets below).

Impairment of financial and insurance-related financial
assets

Financial assets, other than those at fair value through profit
or loss, and insurance-related financial assets are
assessed for indicators of impairment at each balance
sheet date. Financial and insurance-related assets are
impaired where there is objective evidence that, as a result
of one or more events that occurred after the initial
recognition of the asset, the estimated future cash flows
of the asset have been affected.

Objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty;

U default or delinquency in interest or principal
payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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2.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Impairment of financial and insurance-related financial
assets (continued)

For financial and insurance-related financial assets carried
at amortised cost, an impairment loss is recognised in profit
or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original
effective interest rate. If, in a subsequent period, the amount
of impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment loss was recognised, the previously recognised
impairment loss is reversed through profit or loss to the
extent that the carrying amount of the asset at the date
the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not
been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by the
Company are classified according to the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the Company after
deducting all of its liabilities. The accounting policies
adopted in respect of financial liabilities and equity
instruments are set out below.

Financial liabilities

Financial liabilities, including dividend payable and other
payables, are subsequently measured at amortised cost,
using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.
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2.

For the year ended 31 December 2009

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or the financial
assets are transferred and the Company has transferred
substantially all the risks and rewards of ownership of the
financial assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised directly
in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.

Impairment of non-financial assets

At each balance sheet date, the Company reviews the
carrying amounts of its non-financial assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of
an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as
an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately.

Cash and cash equivalents

Cash and cash equivalents comprise bank balances, and
other short-term highly liquid investments that are readily
convertible to a known amount of cash and subject to an
insignificant risk of changes in value.
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JCIAL STATEMENTS

For the year ended 31 December 2009

INSURANCE AND FINANCIAL RISK
MANAGEMENT

Risk management objectives and policies

The Company is principally engaged in the underwriting
of general insurance business in Macau. The Company has
built up and maintains a risk management framework which
controls exposure to risks in connection with the
underwriting business. The Underwriting Committee and
Claims Committee identify, control and monitor the
Company’s exposure to the risks taken, and also
recommend and implement necessary and reasonable
measures to mitigate them. These committees consist of
members from the management office and heads of
relevant departments. The guidelines and decisions of
these committees are implemented by the relevant
departments. It is the Company’s policy that these
committees hold regular meetings to review and revise the
Company’s underwriting guidelines, claims procedures and
business strategies from time to time. It is the Company’s
strategy to promote and maintain a culture of high level of
professional standard, moral value and integrity. In adopting
a rigorous approach to risk management, the Company
requires that all employees must strictly observe and
comply with the guidelines.

Risk management objectives of the Company are:

(i) To reduce the uncertainty and volatility by controlling
aggregate exposures and arranging adequate
reinsurance.

(i)  To have a clear, accurate and thorough understanding
of the risks that the Company underwrites.

(iii) To ensure adequate pricing of risks.

(iv) To arrange prudent and adequate reinsurance with
the reinsurers, approved by CTIG, to protect the
capital of the Company.

(v) To ensure adequate reinsurance to support the
development of the core insurance business of the
Company.

(vi) To observe, satisfy and comply with laws, the
requirements of CTIG and the internal guidelines.
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3. iR BERERE @ 3. INSURANCE AND FINANCIAL RISK

MANAGEMENT (continued)

AEEEEERBE &) Risk management objectives and policies
(continued)

REBENEHBEFEANTRBREER Members of the management office are appointed by CTIG.

ZE - FXEER THENEE 7 Each member is given a specific delegated authority to

2 AR AS R B K T AR B B B L ) ZE 7S conduct business of the Company according to the

FrEIETARBER - BB EEIT business plans approved by CTIG. The management office

SREMEH - follows a system of collective responsibility.

B REBRE TR E - §EREEAARTR The aim of establishing a risk management framework is

BHER TR to allow the Company to manage the following risks
effectively:

(i) HEARRZLESEZEBOR (i) Risks directly associated with the core business of

b BEEEARKEEERE - the Company, namely direct insurance underwriting

and claims management.

(i) BEARRFHAMIEZOEKEER (i) Risks directly associated with the other non-core
ARk BEANER - BE operations of the Company, namely human resources,
HE - PERSEBRETHR asset valuation, corporate and reinsurers for
nEl AREBERE - reinsurance outwards and information technology.

(i) HESEREEMEENRR 2 (iii) Risks directly associated with funds management,
BB BHaen EERIFFA namely, operational, cash flow, trading and security
% o risks.

RAARG I ERT RNERAREEE The Company reviews and improves the risk management

# URERREEREFE AT framework from time to time to protect the interests of

& o shareholders and policyholders.
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NCIAL STATEMENTS

For the year ended 31 December 2009

INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Underwriting strategy

The nature of insurance contracts is to protect policyholders
financially from random or unpredictable events.
Policyholders transfer risks by insurance to insurers.
Uncertainty is an inherent part of insurance, and
uncertainty arising from insurance contracts can have a
profound impact on the amount, timing and uncertainty of
cash flows of the Company. The Company has considered
the possible contingencies of the occurrence of events,
and the severity and frequency of loss. Changes in the
general price level, legislation and judicial interpretation
as well as the trend of legal award may have a significant
impact on the level of claims reserves. As there are
significant time lags between the report and settlement of
claims, it is the policy of the Company to maintain prudent
reserves for outstanding and unexpired claims. Reserves
are established by analysing historical records of
underwriting results and claims development, subject to
rigorous review from time to time. Each underwriting
personnel is required to assess the accumulation of risks
and aggregate exposure before acceptance of risk, and
should arrange adequate reinsurance to control aggregate
exposure.

The Company delegates underwriting authority to the head
of underwriting department and the experienced
underwriters. The Underwriting Committee has issued an
underwriting manual which specifies the different
underwriting authorities for underwriters at each level. Risks
that exceed the underwriting authority of the head of
underwriting department have to be reviewed and approved
by the Underwriting Committee.

The Company is subject to various litigation, mediation and
arbitration risks during the course of its operations. This is
not uncommon in the insurance industry. Nevertheless,
there is no assurance that future litigation, mediation and
arbitration will not materially affect the financial position
and cash flows of the Company in any accounting period.
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3.

For the year ended 31 December 2009

INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Reinsurance strategy

The Company arranges proportional reinsurance and non-
proportional reinsurance on both treaty and facultative
basis. The choice of reinsurance contract depends on
market conditions, market practice and the nature of
business. The underwriting department arranges treaty
reinsurance for all classes of business, subject to the
approval of the management office of the Company and
CTIG. Treaty reinsurance contracts are renewed annually.
Facultative reinsurance is arranged when an individual risk
is not covered by treaty reinsurance or exceeds treaty
reinsurance capacity. The arrangement of facultative
reinsurance is the responsibility of the underwriting
department, the head of which is given clear guidelines
and specific limits on his or her delegated authority.

Reinsurance does not relieve the Company from its primary
obligation to direct insurance policyholders. The Company’s
financial position may be affected by the insolvency of
reinsurers, and disputes on reinsurance contracts and
claims settlement. To reduce such risks, the Company
monitors the financial strength of its reinsurers on a regular
basis. Furthermore, the Company carefully selects
reinsurers from the list of reinsurers approved by CTIG
when placing reinsurance, and adheres to CTIG’s prudent
reinsurance guidelines. The Company regularly reviews the
progress of settlement of the reinsurance accounts.

Claims management

The Company delegates claims management to the head
of claims department and the experienced claims handlers.
The claims department is responsible for all classes of
claims. The Claims Committee has issued a claims
management manual which specifies the authority of claims
handlers at each level. Settlement of claims that exceed
the delegated authority of the head of claims department
has to be reviewed and approved by the Claims Committee.
The Claims Committee requires claims handlers to review
and update all claims on a quarterly basis.
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JCIAL STATEMENTS

For the year ended 31 December 2009

INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Claims management (continued)

The Company estimates reported claims on individual
basis, based on past experience of similar losses and the
judgment of the head of claims department. Estimates of
reported claims are reviewed and revised quarterly when
more up-to-date information is available. The estimates are
reviewed regularly by comparing the estimated amount to
the final settlement amount to ensure that the established
level of reserves is adequate and prudent.

IBNR claims of individual losses are estimated based on
historical claims development of similar cases. The overall
IBNR reserves are reviewed regularly.

Product features

The Company writes general insurance primarily in Macau,
which includes classes of insurance, inter alia, Property,
Liability, Construction All Risks (“CAR”), Motor, and
Employee’s Compensation (“EC”).

Each policy usually covers only one class of insurance
except for Motor and CAR policies, whereby they cover
damage to motor cars and construction works, respectively,
as well as third party liability. Property insurance covers
loss of and damage to material property and business
interruption arising from such damage, subject to limits and
excesses. Liability insurance indemnifies the insured for
legal liabilities of compensation in respect of bodily injury
and loss of or damage to property of any person subject to
limits of liability and excesses.

Motor insurance is compulsory in Macau, which consists
of both own damage and legal liabilities benefits. It takes a
short time to indemnify the insured for own damage of
motor vehicles and third party property damage claims,
subject to limits and excesses. But it takes a longer period
of time to settle claims for losses in respect of third party
bodily injury or death.
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For the year ended 31 December 2009

INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Product features (continued)

EC is also compulsory in Macau, which indemnifies the
insured employer for death or bodily injuries of its
employees arising out of and in the course of employment,
subject to the limits and benefits stipulated under the
Macau Employee Compensation Ordinance.

CAR insurance covers loss of or damage to insured works
and legal liabilities arising out of the construction works,
subject to limits and excesses.

Property insurance is considered ‘short-tailed’, which
means that expense deterioration is less important,
because most of these claims can be settled promptly. The
majority of the claims in respect of EC and Motor, and
Liability insurance have a relatively short tail, but it takes a
relatively longer period of time to finalise and settle some
litigation claims. It is considered as ‘long-tail’ as most of
these claims for a given accident year would be settled in
full after more than three years. CAR insurance is long-tail
business as most policies cover a period of insurance
longer than 12 months plus at least 12 months defective
liability period. In case of third party bodily injury claims, it
would take several years to finalise.

The timing of claims reporting and its time frame for full
settlement depends on the specific nature of coverage,
policy conditions, and jurisdiction.

Concentration of insurance risks

Within the insurance process, concentrations of risk may
arise where a particular event or series of events could
impact heavily upon the Company’s liabilities. Such
concentrations may arise from a single insurance contract
or through a small number of related contracts, and relate
to circumstances where significant liabilities could arise.

The Company is subject to concentration risk arising from
accidents on policies taken out by its policyholders. To cover
the risk, reinsurance arrangements are made by the
Company.
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CIAL STATEMENTS

For the year ended 31 December 2009

3.

INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Financial risks

The Company’s major financial instruments include
investments at fair value through profit or loss, pledged
bank deposits and cash at banks, loan to a fellow
subsidiary, dividend payable and other payables. Details
of these financial instruments are disclosed in respective
notes. The risks associated with these financial instruments
include market risk (interest rate risk, price risk and
currency risk), credit risk and liquidity risk. The Company
also have insurance-related assets and liabilities, including
reinsurance assets, insurance receivables and payables,
which bear similar risks. The policies on how to mitigate
these risks are set out below. The management manages
and monitors these exposures to ensure that appropriate
measures are implemented on a timely and effective
mannetr.

Market risk

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

Interest rate risk

The Company’s exposure to market risk due to changes in
interest rate is concentrated in its investments in debt
securities, pledged deposits and cash at banks. The
Company monitors this exposure through periodic reviews
of its asset and liability positions. Estimates of cash flows,
as well as the impact of interest rate fluctuations relating
to the investment portfolio, are modelled and reviewed
periodically.
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3. INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)
Financial risks (continued)
Market risk (continued)
Interest rate risk (continued)
The table below summarises the Company’s exposure to
interest rates from its interest bearing financial assets.

At 31 December 2009

BiA=MEA
RF3-£
ERfE Z@ERAHUT  More than
Effective mE 3months 3 months but -E1E
interest rate Total orless within1year 1to5years
R R R R
MOP MOP MOP MOP
THEEES Listed debt securities 4.50% to 7.45% 141,156,196 - 16,452,246 124,703,950
EEBRITER Pledged bank deposits
RFITER and bank balances 0.13% to 1.35% 70,480,786 24,130,786 46,350,000 -
RITEH Bank deposits 0.01%t0 0.88% 101,488,843 79,676,091 21,812,752 -

R-EZNF+-A=1—H

At 31 December 2008

BB=A

kAR5

ERMZ ZEAFIUT More than
Effective k] 3months 3 months but —E0F
interest rate Total orless  within 1 year 1105 years
ek R R R
MOP MOP MOP MOP

TERES Listed debt securities
EEBRITER Pledged bank deposits
RRTER and bank balances
RITER Bank deposits

FEEEBEREBR

ARRFBENEEERREFEARNE
ERERUAFEEYIE  WAAE
BARELR - % E 15 E B 6 2
BMERNTEEERR - ARFH
BRREERENBERNZ TR
BREFASURBAEHARFE WD
-

3.5% t0 6.38% 93,692,990 15,824,965 27,000,319 50,867,706

0.2% t0 2.88% 67,414,203 28,833,724 38,580,479 -
0.09% to 3.38% 91,136,869 49,033,463 42,103,406 -

Equity price risk
The Company’s portfolio of marketable equity securities,
which are carried on the balance sheet at fair value, has
exposure to price risk. This risk is defined as the potential
loss in market value resulting from an adverse change in
prices. The Company’s objective is to earn competi
relative returns by investing in a diversifie
quality and liquid securities.
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CIAL STATEMENTS
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INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Financial risks (continued)

Market risk (continued)

Foreign currency risk

Premiums are received mainly in Hong Kong Dollars
(“HK$”), MOP and United States Dollars (‘US$”). The
following tables present the Company’s carrying values of
monetary assets and liabilities, in Macau Patacas
equivalent by major currencies.

As at 31 December 2009

B R E £ mE
HK$ MOP uss$ Others Total
EARE Investments in securities 48,354,317 - 143,181,728 - 191,536,045
REREMERER Insurance and other receivables 7,646,082 18,294,699 1,260,133 435,537 217,636,451
PRAFIEN Reinsurers’ share of insurance
RBAKER contract provisions - 89,574,060 - - 89,574,060
BERRITERR Pledged bank deposits and
RITETR bank balances 61,264,910 - 9,215,876 - 70,480,786
RORFEES Cash at banks and in hand 52,387,518 34,112,261 14,986,065 2,999 101,488,843
RBRALER Insurance contract provisions - (278,500,919) - - (278,500,919)
RERAMENER Insurance and other payables (8,389,340)  (33,353,351) - - (41,742,691)
ERE Dividend payable (20,600,000) - - - (20,600,000)

R-ZEEN\F+-_A=1+—H

As at 31 December 2008

ik R e Efh B
HK$ MOP US$ Others Total
LYRZMBAFMET Loan to afellow subsidiary - 1,683,333 - - 1,683,333
BHRE Investments in securities 37,828,918 — 95,492,068 — 133,320,986
RER R E A IR 3% Insurance and other receivables 4585607 18,844,185 - — 23429792
PRAFE Reinsurers’ share of insurance
RBA4EE contract provisions — 118,528,373 — — 118,528,373
BEERRITERR Pledged bank deposits and
RITER bank balances 63,707,896 — 3,706,307 - 67,414,203
RORFERE Cash at banks and in hand 29,827,125 47,963,713 13,336,329 9,702 91,136,869
REBRAHIER Insurance contract provisions —  (287,054,569) - —  (287,054,569)
R RE AR E(SIRR Insurance and other payables (13,199,622)  (36,755,812) - —  (49,955,434)

China Taiping Insurance (Macau) Co., Ltd.
36 mEATRE A RHERLE
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3.

For the year ended 31 December 2009

INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Financial risks (continued)

Credit risk

Credit risk is the risk of economic loss resulting from the
failure of one of the obligators to make any payment of
principal or interest when due. As at 31 December 2009,
the Company’s maximum exposure to credit risk is arising
from the carrying amount of the respective recognised
financial and insurance related assets as stated in the
balance sheet.

The Company’s investments in bonds are subject to credit
risk. The risk arises due to the potential loss in market
value resulting from adverse changes in a bond issuer’s
ability to repay. It is the Company’s policy to invest in
investment grade bonds with the approval of CTIG and the
Autoridade Monetaria De Macau (“AMCM?”) to limit
exposure to credit risk.

The Company is also exposed to credit risks associated
with the insurance and reinsurance receivables. To reduce
the credit risk with insurance and reinsurance receivables,
the Company takes into account, among other factors,
ratings and evaluation performed by recognised credit
rating agencies, claims payment and underwriting track
record, as well as the Company’s past transaction
experience with the relevant counterparty. The Company
also spreads out the credit risk on reinsurance receivables
by reinsuring with a number of reinsurers.

The credit risk on cash at banks is limited because the
counterparties are banks with high credit ratings assigned
by international credit-rating agencies.

The credit risk exposures on other assets are not
considered significant.

The Company has no significant concentration of credit
risk, with exposure spread over a number of counterparties.
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CIAL STATEMENTS

For the year ended 31 December 2009

3.

INSURANCE AND FINANCIAL RISK
MANAGEMENT (continued)

Financial risks (continued)

Liquidity risk

The Company has to meet daily calls on its cash resources,
notably from claims arising from its insurance contracts.
There is therefore a risk that cash will not be available to
settle liabilities when due.

The Company manages this risk by formulating policies
and general strategies of liquidity management to ensure
that the Company can meet its financial obligations in
normal circumstances and that an adequate stock of high-
quality liquid assets is maintained in order to prepare for
the possibility of a liquidity crisis.

Apart from liquidity management and regulatory
compliance, the Company always strives to maintain a
comfortable liquidity cushion as a safety net for coping with
unexpected large funding requirements and to maintain a
contingency plan to be enacted should there be a specific
crisis.

Fair values
The fair values of financial assets and financial liabilities
are determined as follows:

U the fair values of financial assets with standard terms
and conditions and traded in active liquid markets are
determined with reference to quoted market bid
prices; and

J the fair values of other financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash
flow analysis using prices or rates from observable
current market transactions as input.

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost approximate their fair values.
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4.

For the year ended 31 December 2009

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies,
which are described in note 2, the directors of the Company
are required to make judgements, estimates and
assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on
historical experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

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

The following are the critical judgements, estimates and
underlying assumptions, that the directors have made in
the process of applying the entity’s accounting policies and
that have the most significant effect on the amounts
recognised in financial statements.

Provision for outstanding claims reserve

The Company uses assumptions based on a mixture of
internal and market data to measure its claims loss. Internal
data is derived mostly from the Company’s claims reports
and screening of the actual insurance contracts carried
out in prior years. The Company has reviewed the individual
contracts and in particular the industries in which the
insured companies operate and the actual exposure years
of claims. In addition, the estimation process considers
factors that influence the amount and timing of cash flows
from the contracts. The directors believe that the provision
for outstanding claims reserve is adequate as at the
balance sheet date.
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4.

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Impairment of insurance receivables and
reinsurers’ share of insurance contract
provisions

The policy for impairment of insurance receivables and
reinsurers’ share of insurance contracts provisions of the
Company is based on the evaluation of collectability and
aging analysis of accounts, the past collection history of
each counterparty and on management’s judgment. A
considerable amount of judgement is required in assessing
the ultimate recoverability of these receivables, including
the current creditworthiness of the counterparty.

W &= 5. REVENUE
WaEFNARREERR RS ABR Revenue represents gross premiums written from direct
BEBRAENREMARE  WEHRE insurance and inward reinsurance business during the year
Al & B BT H0 o after deduction of any discounts granted.
k- K3 “EEN\E
2009 2008
EERE  2ABRR Bk  2ABRR
Direct Inward o Direct Inward %
insurance  reinsurance Total insurance reinsurance Total
RF9% i inks RF9% RFE pdak RF%
MOP MOP MOP MOP MOP MOP
RBEHE Gross premiums 264,159,630 6,543,279 270,702,909 245,075,043 9,932,483 255,007,526
R Discounts granted (14,514,843) - (14,514,843)  (14,436,672) — (14,436,672
249,644,787 6,543,279 256,188,066 230,638,371 9,932,483 240,570,854

China Taiping Insurance (Macau) Co., Ltd.
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HE-_ZZNF+_A=+—HLSE Forthe year ended 31 December 2009

6.

HMW A Hi sz E1a

6. OTHER INCOME/OTHER GAINS OR

LOSSES
—BEAE ZTENF
2009 2008
R ks
MOP MOP
Hib A Other income
IRITFEZEFBU A  Interest income from bank deposits 1,314,512 2,442,065
FHESEHFBUWA  Interest income from listed securities 6,601,489 4,815,008
FmESNRENW A Dividend income from listed securities 1,433,235 1,197,017
REYEMBE LW A Rental income from investment properties 1,210,529 1,459,913
H A, Others 244,940 364,620
10,804,705 10,278,623
Hib S E518 Other gains or losses
HEFLSREMDE  Net realised gains (losses) on disposal
Rz (E518) F8 of investments in securities 1,226,211 (13,595,682)
BHREN KRB Net unrealised gains (losses) on investments
Was (B18) #58 in securities 27,084,722 (32,925,787)
(el =P Net foreign exchange losses (21,573) (132,435)
IR P I Impairment loss reversed in respect
BRI B[O AREAEIE  of insurance receivables - 32,000
28,289,360 (46,621,904)




TATEMENTS
—HBIEFE  Forthe year ended 31 December 2009
FR8%i % i 7. INCOME TAX EXPENSE

—8BrAE  —TT)\F
2009 2008
AP SR
MOP MOP

MIBRX B1E The tax expense comprises:

BPIPT 1S T Macau Complementary Tax
REE Provision for the year 4,450,000 —
TFEE TR Underprovision in prior years - 5,674
4,450,000 5,674

BTSRRI A F R AT R
g - AREIEIER E12%:1H ©

REEERIAS A BB s R s A (&

Macau Complementary Tax is calculated at progressive
rates to a maximum of 12% of the estimated assessable
profits for the year.

The tax charge for the year can be reconciled to the profit

B) AT (loss) per the income statement as follows:
—BThE —ETN\F
2009 2008
R8s ks
MOP MOP
B ¢ A g A (B51R) Profit (loss) before tax 61,121,332 (22,582,934)
BIBLA12%5T & Tax calculated at 12% 7,334,560 (2,709,952)
BARBIA Tax effect of income that is not taxable
MR B & for tax purpose (145,263) (175,190)
AT AR 3 Tax effect of expenses
MR E that are not deductible for tax purpose 127,150 78,840
TFEE TR Underprovision in prior years - 5,674
BABERERN Utilisation of tax losses previously
HIEEE not recognised (2,814,564) —
RERBIBE R Tax effect of tax losses
BRI R 2 not recognised - 2,806,302
HAh Others (51,883) —
RFEEHEBELH Tax charge for the year 4,450,000 5,674

China Taiping Insurance (Macau) Co., Ltd.
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7.
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7.

INCOME TAX EXPENSE (continued)

At the balance sheet date, the Company has no unused
tax losses (2008: MOP23,454,000) available for offset
against future profits. No deferred tax asset had been
recognised in 2008 in respect of the tax losses due to the
unpredictability of future profit streams.

No provision for deferred taxation has been made in the
financial statements as there are no other significant
temporary differences as at the balance sheet date or
during both years.

PROFIT (LOSS) FOR THE YEAR

Profit (loss) for the year is arrived at after charging:

—BEAE —EENF
2009 2008
R8s ks
MOP MOP
P N i Depreciation and amortisation
— REME — investment properties 274,221 274,221
— WERERE — property and equipment 826,393 1,160,560
BT Staff costs
e IER Salaries, wages and other benefits
H g A 17,960,701 18,248,820
TE R FURIK Contributions to defined contribution
ETEIM R retirement plan 1,475,678 1,419,148
19,436,379 19,667,968
g 9. DIVIDENDS
—TTAE —TEENF
2009 2008
RFE B
MOP MOP
FREER Dividends recognised
DRI S - as distribution during the year:
—ETNFHE — 2009 Interim — MOP25.75
25758 Pk (2008: nil) per share
(ZZ2Z2N\F : 8) 20,600,000 —
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—HBIEFE  Forthe year ended 31 December 2009

10. PROPERTY AND EQUIPMENT

2
R RE
R ARG
Computers,
furniture,
TiRET HEMLRE fixtures RE
Land and Leasehold and office Motor k]
buildings improvements equipment vehicles Total
B RPE BRI BRI R
MOP MOP MOP MOP MOP
B COST
WZEZNE-HF—H  At1January 2008 11,459,300 3,030,269 4,191,359 2,058,013 20,738,941
#E Additions — — 130,738 — 130,738
e Disposals - - (790,104) - (790,104)
N-EENE At 31 December 2008
+-A=1+-8 11,459,300 3,030,269 3,531,993 2,058,013 20,079,575
2E Additions - 110,550 142,374 - 252,924
HeE Disposals — (3,014,339) (1,083,283) — (4,097,622)
R-EENEF At 31 December 2009
+-A=1+-8 11,459,300 126,480 2,591,084 2,058,013 16,234,877
& DEPRECIATION
WZEZNE-H—HB  At1January 2008 1,082,199 3,006,949 2,719,817 1,460,162 8,269,127
TERHE Charge for the year 226,828 18,010 766,259 149,463 1,160,560
& R 3 Eliminated on disposals - - (790,104) - (790,104)
N-EENE At 31 December 2008
+-A=1+-8 1,309,027 3,024,959 2,695,972 1,609,625 8,639,583
rEEHE Charge for the year 226,828 42,157 407,945 149,463 826,393
N E B3 Eliminated on disposals —  (3,014339)  (1,083,283) — (4,097,622
R-EENEF At 31 December 2009
+-A=1+-8 1,535,855 52,777 2,020,634 1,759,088 5,368,354
REE CARRYING VALUES
RZZENE At 31 December 2009
+-A=1+-H 9,923,445 73,703 570,450 298,925 10,866,523
R-EENF At 31 December 2008
+-A=1+-8 10,150,273 5,310 836,021 448,388 11,439,992

China Taiping Insurance (Macau) Co., Ltd.
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HE-_ZZNF+_A=+—HLSE Forthe year ended 31 December 2009

10. MIEKZE @) 10. PROPERTY AND EQUIPMENT (continued)
FERMTELERRMT : The rates of depreciation used are as follows:
KAZERE LM i Freehold land Nil
T KT M EH504 (LA Land and buildings Over the shorter of the term
MERREER) of the lease, or 50 years
MEMEERE 33.33% Leasehold improvements 33.33%
ESR 25% - 33.33% Computers 25% - 33.33%
BMREE 16.66% - 33.33% Furniture and fixtures 16.66% - 33.33%
/N L 5% - 33.33% Office equipment 5% - 33.33%
B 20% Motor vehicles 20%
N EMTRHMEREERR The carrying value of properties shown above comprises:
—BEAE —ET)N\F
2009 2008
R8s SR
MOP MOP
SRPTH) L Land in Macau
KAERE Freehold 1,090,454 1,113,411
RERRE Medium-term lease 8,832,991 9,036,862

9,923,445 10,150,273

FE it REFERBREIEEE I All of the land and buildings have been pledged in favour
ERERTRMASREERERER of AMCM to guarantee the technical reserves in

MEHSHER - accordance with the Macau Insurance Ordinance.
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—HIEFE For the year ended 31 December 2009
. B 11. INVESTMENT PROPERTIES
—EEAE —ETNF
2009 2008
RPEs SELPY
MOP MOP
R A COST
m—H—H At 1 January and 31 December
+=-—A= 14,341,136 14,341,136
e DEPRECIATION
n—HA—H At 1 January 5,744,916 5,470,695
KEEHRE Charge for the year 274,221 274,221
R+—-—A=+—H At 31 December 6,019,137 5,744,916
IR {E CARRYING VALUE
R+=-—A=+—H At 31 December 8,321,999 8,596,220

The fair value of the Company’s investment properties at
31 December 2009 was MOP22,620,000 (2008:
MOP20,800,000). The fair value has been arrived at based
on a valuation carried out by Messrs. Asset Appraisal
Limited, independent valuers not connected with the
Company. The valuation, which conforms to professional
appraisal standard, was determined by reference to recent
market prices for similar properties and adopting
investment method by capitalising the amount of rent
receivable for the residue terms of those existing tenancies
and assessing the values of the reversionary interests.

The above investment properties are depreciated on a
straight-line basis over the shorter of the term of the lease
and 50 years.
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1. REYZE @) 11. INVESTMENT PROPERTIES (continued)
A EFTRHREYEEREEERRE The carrying values of investment properties shown above
comprises:

—EBTAE —ET)N\F
2009 2008
R SR
MOP MOP

SR PIH) L b Land in Macau
KA ERE Freehold 2,442,964 2,492,812
FHAEE Medium-term lease 5,879,035 6,103,408
8,321,999 8,596,220

MIBREMEEREBRBIEEE HDE
PIEA TR SR EEBESE XN
BT OER -

All of the investment properties have been pledged in favour
of AMCM to guarantee the technical reserves in
accordance with the Macau Insurance Ordinance.

12. 5 TFRIANB A RINER 12. LOAN TO A FELLOW SUBSIDIARY
HEERREER  R2EER_ZT The loan was unsecured, interest free and repayable by
+EE_ZTZNFHEATHEE - it equal instalments from 2007 to 2009. The loan was fully
HERERFREHEE - repaid during the year.

13. BHFRE 13. INVESTMENTS IN SECURITIES
—ETAE —ETNF
2009 2008
APy S P
MOP MOP
BEERS Trading securities
rFThERES Listed equity securities 50,379,849 26,773,306
EERAFEE Designated at fair value through profit
SFABRENES or loss securities
FELETMEEES Unlisted mutual funds - 12,854,690
FHEBES Listed debt securities 141,156,196 93,692,990

141,156,196

191,536,045

106,547,680

133,320,986
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£%164,507,789B Ik (ZZZT N
F 1 123,460,517 R HBEHFIKE
ERBREIEBE HEGIE IR TR
TREERERAYRMBEBAIER -

R & P R U ARR

Macau Insurance Ordinance.

14. INSURANCE RECEIVABLES

e aRE (E) 13. INVESTMENTS IN SECURITIES (continued)
—ETAE —EENF
2009 2008
mryEs SBPIUE
MOP MOP
= Current 66,832,095 82,453,280
JEEH Non-current 124,703,950 50,867,706
191,536,045 133,320,986

Investments in securities of MOP164,507,789 (2008:
MOP123,460,517) have been pledged in favour of AMCM
to guarantee the technical reserves in accordance with the

—EEAE —EENF
2009 2008
R8s B P
MOP MOP

REEEREE Receivables arising from

B & W BR 5K insurance contracts

BEREEAN Direct insurance contracts 21,429,551 16,328,700
D ABRRELN Inward reinsurance contracts 606,396 2,306,373
22,035,947 18,635,073

S BREEH Receivables arising from
EEM AR outward reinsurance contracts 614,753 929,615
22,650,700 19,564,688

China Taiping Insurance (Macau) Co., Ltd.
R AR B ORPT) R BRR A R
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HE-_ZZNF+_A=+—HLSE Forthe year ended 31 December 2009

15. RfR& N EHE 15. INSURANCE CONTRACT PROVISIONS

—EENE
2009
E£# BR&EHE ]
Gross Reinsurance Net
BERmERER Claims reported and
BAZEER loss adjustment expenses 177,009,905 71,768,013 105,241,892
BEEEREK Claims incurred but not reported
R B (E 36,500,000 440,000 36,060,000
213,509,905 72,208,013 141,301,892
RARBAREBRE Unearned premium reserve 64,991,014 17,366,047 47,624,967
REEE L LB B Total insurance
contract provisions 278,500,919 89,574,060 188,926,859
=4:5 Current 160,369,204 49,867,116 110,502,088
JEE H Non-current 118,131,715 39,706,944 78,424,771
278,500,919 89,574,060 188,926,859
—EZNF
2008
FE BREH HEE
Gross Reinsurance Net
BERBRER Claims reported and
BAZEER loss adjustment expenses 183,321,332 99,498,089 83,823,243
BEEBRR Claims incurred but not reported
R B E 36,500,000 440,000 36,060,000
219,821,332 99,938,089 119,883,243
KBBRERE Unearned premium reserve 67,233,237 18,590,284 48,642,953
R & 4 ERE Total insurance contract provisions 287,054,569 118,528,373 168,526,196
=4:5 Current 150,092,534 55,770,279 94,322,255
JEE H Non-current 136,962,035 62,758,094 74,203,941
287,054,569 118,528,373 168,526,196




50

(a)

—RLFE

. RSN EE @)

—BRBEH — BR -8
REE R RBE

BT RENEF
et R EERABMANRE
SHEELEE  UrniEEA A
BEEBERABRBENEENT
AEE - A - BREERRE
BEERNFAETHEARZ - T
BREERRAEERTENRES
BEAME o

REEBR  EREMRMNEEZX
BIESEHEENMERE (T
EREHH NWRKERNIAH
RERIEE (RE N2 TR
1

EH?#

RELEBTELE
)

SR EEYT

o

FAEREHER —RKE A AR
AE - BRDBFETAFSR
DT BRBCERE AR E
ABATMSEERSEMEAHE
BHER -

ARRAEEEBABE - |
FEWETT R E R AT S
RELE BRAGERERR -

EREAEERPRROEERER
TIARZBEE - BRINERETA
BRBRFTEINEE - srEMETH
REE S -

China Taiping Insurance (Macau) Co., Ltd.
R AR B ORPT) R BRR A R

IAL STATEMENTS

For the year ended 31 December 2009

5. INSURANCE CONTRACT PROVISIONS

(continued)

(a)

General insurance contracts —
assumptions, change in assumptions and
sensitivity

Process used to determine the assumptions

The assumptions used in the estimation of insurance
assets and liabilities are intended to result in
provisions which are sufficient to cover any liabilities
arising out of insurance contracts so far as can
reasonably be foreseen. However, given the
uncertainty in establishing a provision for outstanding
claims, it is likely that the final outcome will prove to
be different from the original liability established.

Provision is made at the balance sheet date for the
expected ultimate cost of settlement of all claims
incurred in respect of events up to that date, whether
reported or not, together with related claims handling
expenses, less amounts already paid.

The provision for claims is not discounted for the time
value of money.

The sources of data used as inputs for the
assumptions are typically internal to the Company,
using detailed studies that are carried out at least
annually. The assumptions are checked to ensure that
they are consistent with observable market
information or other published information.

The Company pays particular attention to current
trends. Where in early years there is insufficient
information to make a reliable estimate of claims
development, prudent assumptions are used.

The reserve for claims incurred but not reported is
initially estimated at a gross level and a separate
calculation is carried out to estimate the size of
reinsurance recoveries by taking into account details
of the reinsurance program.
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For the year ended 31 December 2009

5. INSURANCE CONTRACT PROVISIONS

(continued)

(a)

General insurance contracts —
assumptions, change in assumptions and
sensitivity (continued)

Assumptions

The assumptions that have the greatest effect on the
measurement of general insurance contract
provisions are the expected loss ratios for the most
recent accident years. The expected loss ratio is the
ratio of expected claims to premiums.

For property insurance, the extent of loss can be more
accurately and timely assessed with the advice and
recommendation of loss adjusters. For liability
insurance, including EC and Motor, the nature of
business makes it difficult to predict with certainty the
likely outcome of any particular claim and the ultimate
cost of notified claims, especially for cases of third
party bodily injury and death. Each reported claim is
assessed on a case by case basis with due regard to
the claim circumstances, information available from
loss adjusters, legal advice and historical evidence
of similar claims. Case estimates are reviewed
regularly and are updated as and when new
information arises. The provisions are based on
information currently available. However, the ultimate
liabilities may vary as a result of subsequent
developments. The estimation will differ by class of
business due to the differences in the underlying
insurance policy, claims complexity, the volume of
claims, the individual severity of claims, the
occurrence date of a claim, and reporting lags.

Where variables are considered to be immaterial, no
impact has been assessed for insignificant changes
to these variables. Particular variables may not be
considered material at present. However, should the
materiality level of an individual variable change,
assessment of changes to that variable in the future
may be required.
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For the year ended 31 December 2009

15. INSURANCE CONTRACT PROVISIONS

(continued)

(a)

General insurance contracts —
assumptions, change in assumptions and
sensitivity (continued)

Assumptions (continued)

After taking into account the trend of court awards
and the legal costs, the Company considers the
chance of significant litigation or legislative risks
causing a large single loss, or having a pervasive
effect in the near future as remote. As liability claims
are, by their nature, longer tailed, they are subject to
a greater degree of uncertainty. However, the
Company monitors them from time to time.

The Company’s insurance portfolio exposes it to
correlations and interdependencies to different types
of risks arising in the event of an economic recession.
The Company has considered the effect a recession
would have on the number of potential claims that
could arise based on previous years’ experience and
concluded that the impact would be insignificant.

The Company’s strategy in the event of a recession
would be to address the risks in order to reduce any
excess losses, by increasing premium rates to cover
the unanticipated losses. Where an increase in the
premium rates is an unfavourable option in the market,
an alternative option would be to reduce its activity in
the market in order to maintain the profit making
objective.
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5. INSURANCE CONTRACT PROVISIONS
(continued)
(a) —MRERBEHN — TE?GQ {51 (a) General insurance contracts —
REERBBRE & assumptions, change in assumptions and
sensitivity (continued)
Analysis of claims development — gross of

15. REBENER @&

BIEEE T — BREFEFE
reinsurance

Claims development information is disclosed in order
to illustrate the insurance risk inherent in the
Company. The tables below provide a review of current

estimates of cumulative claims and demonstrate how

BEREEZERNA E’\J‘é%—t%ﬁ
AARRRRENRERE © T&
Th 2 %T”D‘Hﬁﬁaﬁ%aﬂ%féﬂ’\] @l
B UHBAAERERRARS

WA EWFEFHEBNEERS the estimated claims have changed at subsequent
S o (AETERERERE 1B K A S A< 3E reporting or accident year-ends. The estimates are
mgofd TR REEZE# increased or decreased as losses are paid and more
RETEERER IR R ERE D information becomes known about the frequency and
=B

severity of unpaid claims.

(=R

BE-EELF+=-HA=1+—H For the year ended 31 December 2009

ILFE
ZB%cF CEEME  CFERE CEEAE O CEEtE CEEAE CFEAE g
BHEE Accident year 2003 2004 2005 2006 2007 2008 2009 Total
R TR 5t R R 5t R 5t
MoP MoP MoP MoP MoP MoP MoP MoP
CHESE Estimate of
cumulative claims
RENEEEEE  Atthe end of accident year 25,036,287 22677415 30,494,899 48595631 101,850,407 95,801,550 85,368,652
—Ff One year later 32000099 26,240,073 37574078 59472308 98,440,410 101,535,492 -
BE Tio years later 32370165  29,479320 41,207,739 58,752,004 78,546,528 - -
“Fk Three years later 33550120 29,842,253 46,149,074 60,608,409 - - -
ki Four years later 33567971 29,782,060 47,472,126 - - - -
nEk Five years later 33,233,292 29,354,627 - - - - -
e Six years later 33,104,954 - - - - - -
SHESZHEE  Current estimate
of cumulative claims 30104954 29354627 47472126 66423813 85546528 111535492 100,368,652 473,806,102
L5 BT Cumulative payments
to date (31,043,454 (25,451,305  (35,683,746) (50,420,820 (50,435,134  (51,096,930) (19,087,504  (264,118,902)
209,687,290
BEEREE Provisions for prior years 3,822,615
RABEBEEE  Gross outstanding
claims liabilities 213,509,905
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(continued)

(a)

General insurance contracts —

—HBIEFE  Forthe year ended 31 December 2009

5. INSURANCE CONTRACT PROVISIONS

assumptions, change in assumptions and
sensitivity (continued)

Analysis of claims development — gross of

(#&) reinsurance (continued)
HE_ZEZN\F+-_A=+—H For the year ended 31 December 2008
IEFE
gR-F %8S “REmE C3%IF 0 CERRNE 0 CEREME 33N BE
2HER Accident year 2002 2003 2004 2005 2006 2007 2008 Total
il AR 15k il 45k AME RF% 15k
MOP MOP MOP MOP MOP MOP MOP MOP
CHEREE Estimate of
cumulative claims
NEHEEELE  Atthe end of accident year BT 25936287 2677415 30494899 48595631 101850407 95,801,550
—Fi One year later 31,855,920 32,009,099 26249073 37574078 59472308 98,440,410 -
REK Two years later 30087842 32370165 29,179.320 41207739 58,752,004 - -
“Fh Three years later 30,505,074 33550,120 29842253 46,149,074 - - -
mEK Four years later 31466981 33567971 29,782,060 - - - -
5k Five years later 32313387 33233202 - - - - -
nEK Six years later 32,550,034 - - - - - -
EHMFEHEE  Current estimate
of cumulative claims 32,550,034 33233292 29,782,060 48930672 65752994 108440410 110801550 429,491,012
JEELE Cumulative payments
to date (31,106,770)  (32411,917)  (24,882499)  (32,789,893)  (45,715,881) (34,046,002  (15,701,177)  (216,654,139)
212,836,873
AEEER Provisions for prior years 6,984,459
FREEAETE  Gross outstanding
claims liabilties 219,821,332

China Taiping Insurance (Macau) Co., Ltd.
FEARFRE CRP) ROBRDF
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HE-_ZZNF+_A=+—HLSE Forthe year ended 31 December 2009

15. RIS NEE &)

()

15. INSURANCE CONTRACT PROVISIONS
(continueq)
—RERBEEHN — BE R (a) General insurance contracts —
REERBBE @& assumptions, change in assumptions and
sensitivity (continued)
EEEEDN — AREFRE Analysis of claims development — net of
reinsurance
BE-_FFhEFE+=-A=+—H For the year ended 31 December 2009
ILEFEE
C¥%SE CEEmE C¥ERE O CEENE O CEEtE CEEAE ZEEAE E1
SHER Accident year 2003 2004 2005 2006 2007 2008 2009 Total
Ll R gk gk gk gk gk gk
MOP MOP MOP MOP MOP MOP MOP MOP
CHESES Estimate of
cumulative claims
RENEREEE  Atthe end of accident year 20,071,004 20815761 26,714,188 33,814,060 41,130,648 40,386,945 45,665,869
—£i One year later 621,702 24218726 33421174 44463523 53575062 55,204,760 -
A Tiwo years later 25,261,615 26,793,498 34,587,176 47,868,360 64,900,180 - -
cEh Three years later 6497446 27,462,017 38,754,046 49,805,534 - - -
mEK Four years later 26604521 21,443,242 40,206,791 - - - -
hEH Five years later 26,018,428 27,086,921 - - - - -
NEH Six years later 27,368,722 - - - - - -
EHMHEAEE  Current estimate
of cumulative claims 21,368,722 27,066,921 40,296,791 55,180,939 71,900,180 65204760 60,665,869 347,684,182
LSBT Cumulative payments
to date (26,207,221)  (23,674,089)  (30,947,462)  (40,349,379) (41,601,233  (32,002,731) (13,397,696 (208,179,811)
139,504,371
AEEER Provisions for prior years 1,797,521
FAAEEAEFE  Netoutstanding
claims liabilities 141,301,892
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(continued)

(a)

General insurance contracts —

—HBIEFE  Forthe year ended 31 December 2009

5. INSURANCE CONTRACT PROVISIONS

assumptions, change in assumptions and
sensitivity (continued)
Analysis of claims development — net of

(#&) reinsurance (continued)
HE_ZEZN\F+-_A=+—H For the year ended 31 December 2008
IEFE
gR-F %8S “REmE C3%1F CERRNE 0 CEREME 33N BE
2HER Accident year 2002 2003 2004 2005 2006 2007 2008 Total
ik 5k st ik Bh et B ik
MOP MoP MOP MOP MoP MOP MOP MOP
CHESES Estimate of
cumulative claims
NEHEEELE  Atthe end of accident year 18891184 20071064 20815761 26714188 33814060 41130648 40,386,945
—£k One year later 2382070 24621700 24218726 33421174 44463523 53575062 -
REK Two years later 2420705 25261615 26793498 34587176 47,868,360 - -
=l Three years later U015946 26497446 27462217 38,754,046 - - -
mEK Four years later 2864848 2660451 27,433,242 - - - -
REk Five years later 2681823 26918428 - - - - -
nER Six years later 24,488,843 - - - - - -
EHMHEAEE  Current estimate
of cumulative claims 2488843 26918428 27443242 41005644 54868360 63575662 55386945 203,777,124
[ ELAE Cumulative payments
to date (23,333,242) (26097053  (23057.081)  (28,072,205) (35,814,128 (28495078  (13,900,497) (178,770,269)
115,006,855
AEEER Provisions for prior years 4,676,388
AAEEAEFE  Netoutstanding
claims liabilities 119,883,243

China Taiping Insurance (Macau) Co., Ltd.
FEARFRE CRP) ROBRDF
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15. R ENER @) 15. INSURANCE CONTRACT PROVISIONS
(continued)
(b) REBEENEHESE DN (b) Analysis of movements in insurance
contract provisions
() FEEREBEXZEEZER (i)  Claims and loss adjustments expenses
—EEAE —TEENF
2009 2008
RFE ik
MOP MOP
KREEMIBEESE Gross outstanding claims reserve

—R—H—H — Balance at 1 January

B 4 B 183,321,333 139,289,801
— FRIG N — Increase during the year 75,428,661 95,943,551
— FREEEFK  — Claims paid during the year (81,740,089) (51,912,020)
— R+ A — Balance at 31 December

=+—H

B 4 B 177,009,905 183,321,332

o B A E Claims recoverable

—"W—HA—H — Balance at 1 January

B 45 B2 (99,498,089) (71,252,562)
— FARD — Decrease (increase) during

(1 4n) the year 852,080 (36,454,300)
— FAREMD — Amount recovered during the year

o 26,877,996 8,208,773
— R+ A — Balance at 31 December

=+—8

) 4 84 (71,768,013) (99,498,089)

B34 {BKEBE Incurred but not reported
—"R—H—H — Balance at 1 January
B A5 £ 36,060,000 20,515,569
— FREL — Provision made during the year
H A - 15,544,431

—R+=A — Balance at 31 December
=+—H
Y 45 83 36,060,000 36,060,000

W+=A=+—H Outstanding claims reserve

HAREE(ERFE  at 31 December 141,301,892



. RSN EE @) 15. INSURANCE CONTRACT PROVISIONS

(continued)
(b) REENERBES DT @) (b) Analysis of movements in insurance
contract provisions (continued)
(i)  RAEIRE F 1 (i) Unearned premiums reserve
st 23 “35)\F
2009 2008
8 EReH 58 e AReE it
Gross Reinsurance Net Gross Reinsurance Net
B9 ary B &M% pdpk 4l
MOP MOP MOP MOP MOP MOP
B=A—H  Balanceat1January
Bk 67,3237 (18,500,284) 48,642,053 76106499 (22749,117) 53,357,382
FRARRE  Premium written during
the year 256,188,066 (105,437,600) 150,750,466 240,570,854 (109,910,391) 130,660,463
FRERIRE Premium eamed during
the year (258430,280) 106,661,837  (151,768,452)  (240.444,116) 114069224  (135,374,892)
R+=A Balance at 31 December
=1-A
ik 64,991,014 (17,366,047) 47,624,967 67,233,237 (18,590,284) 48,642,953
16. CEARITERRBITET 16. PLEDGED BANK DEPOSITS AND BANK
BALANCES
A 8155,197,086 2P 017 3 & Deposits of MOP55,197,086 and bank savings account of
15,283,700RFIE K IRITRE RS (= MOP15,283,700 (2008: deposits of MOP67,386,507 and
ZE)N\F : 173067,386,507R % & bank savings account of MOP27,696) have been pledged
IRITIREEIRF27,696RFTH) BIRIBR in favour of AMCM to guarantee the technical reserves in
R BB REGER TR RE IR accordance with the Macau Insurance Ordinance.
BIERE M EEH S HER -
—BEAE —EENF
2009 2008
R8s ke
MOP MOP
= 5 Current 70,480,786 67,414,203
EEH Non-current — —
70,480,786 67,414,203

China Taiping Insurance (Macau) Co., Ltd.
58  mEATRE (AP RHERLF
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HE-_ZZNF+_A=+—HLSE Forthe year ended 31 December 2009

17. RITRFERE 17. CASH AT BANKS AND IN HAND

—ETAE —EENF
2009 2008
RPYEE ks
MOP MOP
RERBECEFEY Cash and cash equivalents 30,015,012 45,868,534
JREIEAE B Bank deposits with original maturity
=& A MERITIFER of more than 3 months 71,473,831 45,268,335
101,488,843 91,136,869
& Hf Current 101,488,843 91,136,869
IEE 83 Non-current - —
101,488,843 91,136,869
18. RIEE FEATERX 18. INSURANCE PAYABLES
—EEAE —ETNF
2009 2008
R8s B P
MOP MOP
S BREEH Payables arising from
EXRERER outward reinsurance contracts 9,355,506 11,560,769
HERBRMEASRE  Payables arising from direct insurance
AHELEREMIEF  and coinsurance contracts 3,845,319 686,085
FEYRE Premiums received in advance 2,715,745 2,946,294
ERHA® Commission payable 6,289,240 5,393,814
REFBHATFTAELE Deposits from policyholders 13,673,182 23,849,492
35,878,992 44,436,454
g 8 Current 35,878,992 44,436,454
JEE HA Non-current — _
35,878,992 44,436,454
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19. SHARE CAPITAL

—EEAE ZEENF
2009 2008
R8s B P
MOP MOP
EE - BRITR Authorised, issued and fully paid:
EHERE :
800,000/% & i A% - 800,000 ordinary shares
BREER of MOP100 each
1002 P # 80,000,000 80,000,000

QA IO A 7 A
KRETHE ARG

REEBR » ARRERIHEPEIARR

20. OPERATING LEASE COMMITMENTS
At the balance sheet date, the Company had contracted

HEHELOBE2LT - with its tenants for the following future minimum lease
payments:

—EBTAE —ZTENF

2009 2008

P& ks

MOP MOP

B —F Not longer than one year 624,882 351,187
HEA—F M Longer than one year and not longer

THBRF than five years 219,390 —

844,272 351,187

BOBBAEA—XWE  LAEE
B — 25 = (0 B B ANA T TERY -

advance.

China Taiping Insurance (Macau) Co., Ltd.
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Leases are negotiated for a term of one or two years and
are cancellable with a notice of one to three months in
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21. BEALR S 21. RELATED PARTY TRANSACTIONS
FRN - ARANBBEBRIERES During the year, the Company entered into transactions
NRARETHRZFIENT o with group companies in the ordinary course of business

as set out below.

“EBErE ZETNF
2009 2008
EEEZRAT FZRMBAT BEEERRA BESENG
Immediate Fellow Immediate Fellow
holding subsidiary holding subsidiary
company companies company companies
RFIE RFE ik B
MOP MOP MOP MOP
FTIRER &) Reinsurance premium assumed
BRERE - 151,078 — 236,665
AL ON Commission income - 9,945,300 — 10,147,942
DHHERBRIRE  Reinsurance premium ceded - 48,699,287 — 48,360,024
AeLH Commission expense - 32,799 — 52,623
REERE Investment management fees - 2,435,615 — 575,949
THFEEZER  Management fees paid to
DENERS immediate holding company 3,273,212 - 3,335,800 —
RAER  BEARARZBESLE The remuneration of the key management which included
TEREINFEEEBEAENMEN all the directors and certain senior staff of the Company
K during the year was as follows:
—EEAE —ZEENF
2009 2008
RFE ks
MOP MOP
EHEERT Short-term employee benefits 3,136,022 3,053,239
Bzt A Post-employment benefits 357,159 331,380

3,493,181 3,384,619
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—HBIEFE  Forthe year ended 31 December 2009

RELATED PARTY TRANSACTIONS (continued)
Other than as disclosed in note 12, the Company had
balances with the group companies as set out below.

—EEAE —EEN\F
2009 2008
EBERAT B&MBAT BEEERAF EEL-IA
Immediate Fellow Immediate Fellow
holding subsidiary holding subsidiary
company companies company companies
gkt RPE RPTE BT
MOP MOP MOP MOP
AHBERBAY  Insurance payables arising
EENRR from outward reinsurance
BFENER contracts 4,657,938 - — 8,466,258
AABRREL Insurance receivable arising
EEMRE from inward reinsurance
EF R contracts - 11,738 — 37,419
HESEEEM  Other payables
R E MR on fund management - 62,998 — 320,440
H o IR Other receivable from 400,443 - 219,705 —
EFA% & Dividend payable 20,600,000 - — —

China Taiping Insurance (Macau) Co., Ltd.
FEARFRE CRP) ROBRDF




