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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.
(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

GLOBAL OFFERING

Number of Offer Shares under the Global Offering: 1,387,892,000 (subject to adjustment and the Over-
allotment Option)

Number of Hong Kong Offer Shares: 69,395,000 (subject to adjustment)

Maximum offer price: HK$11 88 per Hong Kong Offer Share payable in full on

application in Hong Kong dollars, subject to refund, plus
1% brokerage, SFC transaction levy of 0.005%, investor
compensation levy of 0.002% and a Hong Kong Stock
Exchange trading fee of 0.005%

Nominal value: RMB1.00 each

Stock code: 2318

Joint Global Coordinators and Joint Bookrunners
(in alphabetical order)

4R B oldman HISBG @ Morgan Stanley

BOC INTERNATIONAL a S
Sponsor and Co-Sponsors and Joint Lead Managers
Joint Lead Manager (in alphabetical order)
Goldman Sachs The Hongkong and Shanghai Morgan Stanley Dean Witter

BOCI Asia Limited (Asia) L.L.C. Banking Corporation Limited Asia Limited

The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this
prospectus, make no representation as to its accuracy or completeness and expressly disciaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents delivered to the Registrar of
Companies and Available For Inspection” in Appendix IX to this prospectus, has been registered by the Registrar of Companies in Hong Kong
as required by Section 342C of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and
the Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

The Offer Price is expected to be fixed by agreement between the Joint Global Coordinators (on behalf of the Underwriters) and us (for the
Company and on behalf of the Selling Shareholders) on the Price Determination Date. The Price Determination Date is expected to be June 18,
2004 and, in any event, not later than June 20, 2004. The Offer Price will be not more than HK$11.88 and is currently expected to be not less
than HK$9.59. Applicants for Hong Kong Offer Shares are required to pay, on application, the maximum offer price of HK$11.88 for each Hong
Kong Offer Share together with brokerage of 1%, SFC transaction levy of 0.005%, investor compensation levy of 0.002% and Hong Kong Stock
Exchange trading fee of 0.005% subject to refund if the Offer Price should be lower than HK$11.88.

The Joint Global Coordinators (on behalf of the Underwriters, and with our consent) may reduce the number of Offer Shares and/or
the indicative offer price range below that stated in this prospectus (which is HK$9.59 to HK$11.88) at any time prior to the morning of
the last day for lodging applications under the Hong Kong Public Offering. In such a case, notices of the reduction in the number of
Offer Shares and/or the indicative offer price range will be published in the South China Morning Post (in English) and the Hong Kong
Economic Times (in Chinese) not later than the morning of the day which is the last day for lodging applications under the Hong Kong
Public Offering. If applications for Hong Kong Offer Shares have been submitted prior to the day which is the last day for lodging
applications under the Hong Kong Public Offering, then even if the number of Offer Shares and/or the indicative offer price range is
so reduced, such applications cannot be subsequently withdrawn. Further details are set forth in the sections headed “‘Structure of
the Global Offering”, “How to apply for Hong Kong Offer Shares’’ and “Terms and Conditions of the Hong Kong Public Offering” in
this prospectus.

If, for whatever reason, we (for the Company and on behalf of the Selling Shareholders) and the Joint Global Cocrdinaters are not able to agree
on the Offer Price on or before June 20, 2004, the Global Offering (including the Hong Kong Public Offering) will not proceed.

We are incorporated, and substantially alt of our businesses are located, in the People’s Republic of China (“PRC"). Potential investors should
be aware of the differences in the legal, economic, and financial systems between the mainland of the PRC and Hong Kong, and that there are
different risk factors relating to investment in PRC-incorporated companies. Potential investors should also be aware that the regulatory
framework in the PRC is different from the regulatory framework in Hong Kong, and should take into consideration the different market nature of
our Shares. Such differences and risk factors are set forth in the sections headed “Risk Factors” and “Supervision and Regulation” in this
prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for the
subscription for, the Hong Kong Offer Shares, are subject to termination by the Joint Global Coordinators (on behalf of the Underwriters) if
certain grounds arise prior to 8:00 a.m. on the day that trading in the Offer Shares commences on the Hong Kong Stock Exchange. Such
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EXPECTED TIMETABLE®"

Latest time to lodge WHITE and YELLOW Application Forms 12:00 noon on June 17, 2004

Latest tlme to give electronic application instructions to

HKSCC® 12:00 noon on June 17, 2004
Application lists open™ . ... ... 11:45 a.m. on June 17, 2004
Application listsclose ........... . ... 12:00 noon on June 17, 2004
Expected Price Determination Date ...................... .. June 18, 2004

Announcement of the Offer Price and the levels of indication
of interest in the International Offering, the level of
applications in the Hong Kong Public Offering and the basis
of allocation of the Hong Kong Offer Shares to be published

in the South China Morning Post (in English) and the Hong

Kong Economic Times (in Chinese) on or before .......... June 23, 2004
H Share certificates in respect of wholly or partlally successful

applications to be dispatched on or before® ... ........... June 23, 2004
Refund checks in respect of wholly or partlallx unsuccessful

applications to be dispatched on or before®™*® .. June 23, 2004

Dealings in H Shares on the Hong Kong Stock Exchange

expected to commence on ... .. June 24, 2004

M

(4)

Al times refer to Hong Kong local time, except otherwise stated. Details of the structure of the Global
Offering, including conditions of the Hong Kong Public Offering, are set forth in the section headed “Structure
of the Global Offering” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to the section headed “How to apply for Hong Kong Offer Shares — 7. How to apply by giving
electronic application instructions to HKSCC” in this prospectus.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on June 17, 2004, the application lists will not open on
that day. See the paragraph headed “4(d) Effect of bad weather conditions on the opening of the application
lists” in the section headed “How to apply for Hong Kong Offer Shares” in this prospectus.

Applicants who apply for 200,000 or more Hong Kong Offer Shares and have indicated in their Application
Forms their wish to collect refund checks (where applicable) and H Share certificates (where applicable) in
person may do so from our H Share registrar, Computershare Hong Kong Investor Services Limited, from
9:00 a.m. to 1:00 p.m. on June 23, 2004. Applicants being individuals who opt for personal collection must not
authorize any other person to make collection on their behalf. Applicants being corporations who opt for
personal collection must attend by their authorized representatives each bearing a letter of authorization from
his corporation stamped with the corporation’s chop. Both individuals and authorized representatives (if
applicable) must produce, at the time of collection, evidence of identity acceptable to Computershare Hong
Kong Investor Services Limited. Uncollected refund checks and H Share certificates will be dispatched
promptly by ordinary post to the addresses as specified in the applicants' Application Forms at the applicants’
own risk. Details of the arrangements are set out in the section headed “Terms and Conditions of the Hong
Kong Public Offering” in this prospectus.

Refund checks will be issued in respect of wholly or partially unsuccessful applications and in respect of
successful applications if the Offer Price is less than the price payable on application.

H Share certificates will only become valid certificates of title provided that, no

later than 8:00 a.m. on June 24, 2004 the Hong Kong Public Offering has become
unconditional and neither of the Hong Kong Underwriting Agreement nor the
International Purchase Agreement has been terminated in accordance with its terms.
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We have included a glossary of insurance and other terms beginning on page 21.
These terms are printed in boldface type the first time they appear in this prospectus
summary and the first time they appear after this prospectus summary.

OVERVIEW

We are a leading insurance group in the PRC with the ability to provide multiple financial
services and products. Our objective is to become one of the leading multiple financial
services providers in the world with a core insurance business that consistently delivers stable
profit growth and shareholder return. Our strategy is to offer our customers a broad range of
financial products and services under one brand, with a focus on life and property and casualty
insurance products, through our multi-channel distribution network. Our ability to execute this
strategy is enhanced by our sound corporate governance and internal control, strong
management team with international experience, advanced information technology platform,
centralized customer database, and unified financial, risk and human resource management
systems and processes. Our multiple financial services platform enables us to leverage our
resources to promote cross-selling and to increase cost efficiency. Moreover, our corporate
culture, which is focused on the creation of shareholder value and the adoption of international
practices in product management, customer service, distribution and corporate governance,
helps us maintain our leadership position in the PRC insurance industry. We have one of the
most recognized brands in the PRC insurance industry, especially in individual life insurance,
and have developed an extensive customer base in the PRC with over 27 million life insurance
and 4 million property and casualty insurance customers as of December 31, 2003. We have
also developed one of the largest distribution networks in the PRC, with 70 branch offices, over
3,600 sub-branch offices, more than 180,000 sales agents for our individual life insurance
products and over 8,000 employees engaged in sales and marketing activities of our group
and property and casualty insurance products as of December 31, 2003. We constantly seek
new and innovative ways to serve our customers, and our innovation has not only allowed us to
capture market opportunities, but also enabled us to quickly adapt to the rapidly changing
market conditions in the PRC.

Based on our PRC GAAP financial data and PRC insurance industry data calculated in
accordance with PRC GAAP and published by the National Bureau of Statistics of China and
the CIRC:

e  We had the second largest market share in the PRC life insurance market in 2002. In
addition, we had approximately 19.6% of all the gross written premiums and policy
fees received by PRC life insurance companies in 2003;

& We had the third largest market share in the PRC property and casualty insurance
market in 2002. In addition, we had approximately 9.7% of the gross written
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premiums and policy fees received by PRC property and casualty insurance
companies;

e Qur net profit in 2001 and 2002 were the highest among all PRC insurance
companies; and

e  Qur total assets as of December 31, 2002 were the second highest among all PRC
insurance companies.

We have experienced strong growth in our overall insurance operations over the past
three years. In particular, our gross written premiums and policy fees increased 42.6% in 2002
to RMB58,420 million from RMB40,955 million in 2001, and increased a further 8.1% in 2003
to RMB63,134 million.

RECENT DEVELOPMENTS

On September 29, 2003, our subsidiary China Ping An Trust & Investment Co., Ltd., or
Ping An Trust, entered into a share transfer agreement with Bank of China, pursuant to which
Ping An Trust agreed to acquire Bank of China’s 50% equity interest in Fujian Asia Bank Ltd.,
which is a joint venture bank primarily engaged in foreign currency commercial banking
businesses in the PRC, for US$18.3 million. HSBC and BCA Finance Limited had previously
entered into a separate share transfer agreement, pursuant to which HSBC agreed to acquire
BCA Finance Limited’s 50% equity interest in Fujian Asia Bank Ltd. Ping An Trust and HSBC
subsequently entered into a joint venture contract, pursuant to which Ping An Trust agreed to
make a capital contribution of US$23 miillion for an additional 23% equity interest in Fujian Asia
Bank Ltd.

Fujian Asia Bank Ltd., which has been renamed Ping An Bank Limited, became a 73%
owned subsidiary of Ping An Trust on February 19, 2004. We intend to leverage Ping An Bank
Limited to develop a consumer banking business, including offering credit card and real estate
mortgage lending services, as and when laws and regulations permit. We believe this
transaction will further enhance our ability to provide our customers with multiple financial
services, including insurance, securities, banking, pension fund management and credit cards.
See the section headed “Business — Recent Developments”.

MARKET OPPORTUNITIES

During the past decade, the PRC insurance market has been one of the fastest growing
insurance markets in the world, with industry-wide insurance premiums increasing from
RMB50 billion in 1994 to RMB388 billion in 2003 based on data published by the National
Bureau of Statistics of China. In particular, significant growth was recorded since 2000, with
industry-wide insurance premiums increasing by 44.7% to RMB305 billion and 27.2% to
RMB388 billion in 2002 and 2003, respectively. Despite the substantial growth in premiums in
recent years, the industry-wide life and property and casualty insurance premiums
represented only 2.6% and 0.7%, respectively, of the PRC’s GDP in 2003. These low
penetration rates indicate that the PRC insurance market has substantial potential for further
significant growth. Furthermore, penetration rates in the PRC insurance market are
significantly lower than those in the more developed markets in Asia, Europe and North
America.
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The PRC is in the midst of an economic as well as demographic transformation, which we
believe will continue to create significant growth opportunities in the PRC insurance market. in
particular, the economic transformation has resulted in the gradual reduction of government
sponsored benefits, while at the same time giving rise to a middle class that has growing levels
of disposable income, and the demographic transformation is expected to result in an increase
in demand for insurance-related products due to the increase in the percentage of the
population aged 65 or older.

Moreover, we believe the economic transformation in the PRC will create opportunities for
other consumer financial products and services, such as credit cards and home mortgages. In
addition, we expect to see an increase in demand for more sophisticated and diversified
consumer financial products and services, such as trust, securities and related services. We
believe that, as a leading PRC insurance group with the ability o provide multiple financial
services and products, we are well-positioned to capture these opportunities.

OUR STRENGTHS

We are one of the largest and most profitable and most innovative insurance companies
in the PRC. Our principal strengths include:

e A leading insurance franchise with a well-recognized brand name;

e A corporate culture that is focused on shareholder value and on effective adoption of
international practices;

e  Sound corporate governance and effective internal controls;

e An experienced and strong management team that combines international expertise
with extensive operating experience in the PRC insurance industry;

e  Strong multi-channel distribution capability;

e |leading and innovative customer service;

e  Focus on more profitable regular premium individual life insurance products;
e  Strong investment management capability;

* | eading information technology systems; and

¢ A multiple financial services platform to capture new business opportunities.

OUR STRATEGY

Our strategy is to offer our customers a broad range of financial products and services
under one brand, with a focus on life and property and casualty insurance products, through
our multi-channel distribution channels. We will undertake strategic initiatives focused on
enhancing our competitiveness in our core life and property and casually insurance
businesses, pursuing our multiple financial services business model and building strong back
office and risk management support. In particular, we will:

e Pursue profitable growth through the strengthening of our distribution channels;

e Enhance our profitability through product mix optimization and more rigorous and
disciplined underwriting;
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e Continue to focus on and enhance product offerings and customer service;

e Maximize cross-selling opportunities by leveraging our broad customer base and
diverse product offerings;

e Further develop a multiple financial services platform by pursuing potential new
business opportunities; and

e Further centralize our key processing functions to control operating costs and
improve operational efficiency.

RISK FACTORS

There are certain risks relating to an investment in the Offer Shares. These risks can be
categorized into (i) risks relating to our overall business; (ii) risks relating to our insurance
operations; (iii) risks relating to our investment portfolio; (iv) risks relating to the insurance
industry in the PRC; (v) general risks relating to the PRC; and (vi) risks relating to the Global
Offering. These risks are further described in the section headed “Risk Factors” and are listed
below:

Risks Relating to Our Overall Business

¢ Interest rate fluctuations as well as the continuation of the current low interest rate
environment may materially and adversely affect our profitability.

e Due to the limited availability of long-term fixed income securities in the PRC capital
markets and the legal and regulatory restrictions on the types of investments we may
make, we are unable to match closely the duration of our assets and liabilities, which
increases our exposure to interest rate risk.

e Ourbusiness and prospects would be materially and adversely affected if we are not
able to manage our growth successfully.

e We may need additional capital in the future, and we cannot assure you that we
would be able to obtain such capital on acceptable terms, or at all.

e Our risk management policies and procedures and internal controls, as well as the
risk management tools available to us, may not be adequate or effective in all
respects, and may expose us to unidentified or unanticipated risks, which could
materially and adversely affect our business or result in losses.

e Any significant failure in our information technology systems, including our
management information systems, could have a material adverse effect on our
business and profitability.

e A perceived reduction in our financial strength or a downgrade in our rating could
increase policy surrenders and withdrawals and damage our relationship with our
creditors, our counterparties and the distributors of our products.

e  Our ability to pay dividends and meet other obligations depends on dividends and
other payments from our operating subsidiaries, which may be subject to contractual
and other limitations.
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Risks

Misconduct by our employees and agents is difficult to detect and deter and could
harm our business, financial condition and results of operations.

Our largest shareholders may take collective actions that are not in, and may conflict
with, our or our other shareholders’ best interests.

A material increase in the enterprise income tax rate applicable to our operations in
Shenzhen would materially and adversely affect our financial condition and results of
operations.

Any future outbreak of severe acute respiratory syndrome or similar illnesses in the
PRC may have a material adverse effect on our financial condition and results of
operations.

Future periodic examinations by PRC regulatory authorities may result in fines, other
penalties or actions that could materially and adversely affect our business, financial
condition and results of operations as well as our reputation.

We do not possess the title deeds in respect of some of the properties owned by us.

We may be subject to administrative sanctions, fines and other penalties for using
our funds in a manner that is inconsistent with, or impermissible under, the
applicable limitations set forth in the PRC Insurance Law and CIRC regulations.

If we are not able to realize the potential benefits of our acquisition of an equity
interest in Fujian Asia Bank Ltd., our business prospects may be materially and
adversely affected.

Relating to Our Insurance Operations

Differences between actual benefits and claims experience and underwriting and
reserving assumptions may require us to increase our reserves.

Competition in the PRC insurance industry is increasing and our business and
prospects will be harmed if we are not able to compete effectively.

We depend on select management and actuarial personnel as well as dedicated
sales agents, and could be materially and adversely affected by the loss of their
services.

The termination or disruption of our bancassurance arrangements in the PRC may
have a material adverse effect on our competitiveness and result in a decline in our
revenues and profits.

Our business and prospects would be materially and adversely affected to the extent
our cross-selling activities are not successful.

Catastrophic losses could materially reduce our profitability or cash flow.

If we are not able to obtain reinsurance on a timely basis or at all, we may be
required to bear increased risks or reduce the level of our underwriting commitments.

A default by one or more of our reinsurers could materially and adversely affect our
financial condition and results of operations.

o
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Risks Relating to Our Investment Portfolio

We may incur significant losses on our investments, which may cause our investment
income to decrease, and could have a material adverse effect on our financial
condition and results of operations.

Applicable PRC regulations limit our ability to diversify our investment portfolio as
well as seek an optimal return on our investments; as a result, a decrease in the
value of a particular type of investment could have a material adverse effect on our
financial condition and results of operations.

Certain of our fixed income investment assets are not rated, which may affect your
ability to independently evaluate the risks of our investments.

Fluctuations in share values resulting from the volatility of the PRC securities market
may materially and adversely affect the value of our investment portfolio and our
financial condition and results of operations.

Risks Relating to the PRC Insurance Industry

Our businesses are highly regulated and we may be materially and adversely
affected by future regulatory changes.

New entrants in the PRC insurance market as a result of the PRC joining the WTO
may increase competition and reduce our profitability.

All of our insurance agents are required to obtain a qualification certificate from the
CIRC and register with the relevant local bureau of the SAIC; if the regulatory
authorities decide to enforce these qualification and registration requirements, our
business may be materially and adversely affected.

The further development of regulations in the PRC may impose additional costs and
restrictions on our activities.

Our ability to comply with minimum solvency requirements is affected by a number of
factors, and our compliance may force us to raise additional capital, which could be
dilutive to you, or could reduce our growth.

The rate of growth of the PRC insurance market may not be as high or as sustainable
as we anticipate.

General Risks Relating to the PRC

The PRC’s economic, political and social conditions and government policies could
affect our business.

Government control of currency conversion and future movements in exchange rates
could have a material adverse effect on our operations and financial results, as well
as affect our ability to pay dividends in foreign currencies.

An economic slowdown in the PRC may materially and adversely affect our financial
condition and results of operations, as well as our future prospecits.




SUMMARY

Fluctuations of the Renminbi could have a materially adverse effect on our financial
condition and results of operations, as well as reduce the value of, and dividends
payable on, our H Shares in foreign currency terms.

The PRC legal system has inherent uncertainties that could limit the legal protections
available to you.

Holders of more than 10% or such percentage as specified by the CIRC from time to
time, whichever is higher, of our issued and outstanding Shares may not be able to
fully exercise their rights as our shareholder.

You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management.

Holders of H Shares may be subject to PRC taxation.

Payment of dividends is subject to restrictions under PRC law.

Risks Relating to the Global Offering

An active trading market for our H Shares and ADSs may fail to develop or be
sustained, and their trading prices may fluctuate significantly.

Future sales, or perceived sales, of substantial amounts of our H Shares or ADSs in
the public market could have a material adverse effect on the prevailing market price
of our H Shares or ADSs.

Our actual financial performance could vary materially from the prospective financial
information contained in this prospectus, which may adversely affect the market price
of our H Shares or ADSs.

The embedded value of our Company, and the value of one year’s sales in respect
of our new life insurance business, are calculated based on, among other things, a
number of assumptions used in the calculations, and you should not rely on these
values as a measure of our actual value and performance.
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SUMMARY HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

You should read the summary consolidated financial information set forth below in
conjunction with our consolidated financial statements included in the Accountants’ Report set
forth in Appendix |, which are prepared in accordance with IFRS. The summary consolidated
results for the three years ended December 31, 2003, and the summary balance sheet
information as of December 31, 2001, 2002 and 2003, set forth below are derived from the
Accountants’ Report set forth in Appendix |. The basis of presentation is set forth in note 1(2)
to the Accountants’ Report.

For the year ended December 31,
2001 2002 2003

(in millions of RMB,
except per share data)

Income Statement Data
Gross written premiums and policy fees, net of business

tax and surcharges ............. ... . i 40,955 58,420 63,134

Less: premiums ceded to reinsurers .................. (2,700)  (3,720) (3,800)
Net written premiums and policy fees . .................. 38,255 54,699 59,334
Increase in unearned premium reserves. ................ (1,264) (1,402) (485)
Net earned premiums .............. ... ... ... 36,992 53,297 58,849
Reinsurance commissionincome ....................... 928 1,195 1,248
Investment income and other income ................... 3,914 4,256 6,527
Totalrevenue. ... ... ... 41,834 58,748 66,623

Policy acquisition costs deferred .. .................... 7,184 8,320 7,483

Amortization of deferred policy acquisition costs........ (2,654)  (3,301) (4,598)
Change in deferred policy acquisition costs™™ ............ 4,530 5,019 2,885
Claims, surrenders, annuities and maturities . ............ (7,274) (12,693) (13,585)
Policyholder dividends and reserves .................... (118) (131) (988)
Increase in policyholders’ reserves ..................... (24,814) (35,648) (40,417)
CommisSION EXPENSES ... ..ottt (5,680) (6,692) (5,676)
General and administrative expenses ................... (4,471)  (5,596) (5,718)
FinanCce Costs . ... ... i (23) (175) (224)
Provision for insurance guarantee fund.................. (65) (80) (84)
Total eXpenses ... (37,915) (55,995) (63,807)
Operating profit........ ... .. . 3,919 2,753 2,816
Share of profits (losses) of associates .................. (65) (59) 5
Income taxes. ... ...t (900) (689) (494)
Net profit before minority interests . ..................... 2,954 2,005 2,327
Minority interests .......... ... ... .. (2) 12 (7
Net profit attributable to shareholders ................... 2,952 2,017 2,320
Dividends . ... 266 266 493
Dividends per Share ............ ... ... . i, 0.06 0.06 0.10
Basic earnings perShare.............. ... ... ... ... ... 0.66 0.45 0.47

(1)  Consists of policy acquisition costs deferred and amortization of deferred policy acquisition costs.
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As of December 31,
2001 2002 2003
(in millions of RMB)

Balance Sheet Data

Assets
Investments
Held-for-trading investments . . ....................... 3,534 3,437 6,799
Available-for-sale investments ....................... 18,657 22,686 14,764
Held-to-maturity investments ........................ — 9,991 32,332
Loans and receivables originated by the enterprise
Bonds ... 4,170 5,667 19,170
Fixeddeposits . . ........... ... i 45,923 73,439 78,233
Placementsandloans............................ 6,204 9,541 3,285
Investment in an associate. ......................... 381 275 3
Investment properties, net ........ ... ... .. ... .. 1,523 1,494 1,333
Total investments ....... ... .. .. .. . . 80,392 126,530 155,920
Other Assets
Cash and cash equivalents ......................... 4,955 3,815 8,017
Premium receivables, net ........................... 401 392 439
Interest receivables, net ......... . ... ... ... . 144 394 316
Claimsrecoverable................................. 687 775 1,338
Deferred policy acquisition costs..................... 12,457 17,476 20,361
Statutory deposits. ......... ... 444 444 1,200
Property, plant and equipment, net .................. 2,470 2,704 3,147
Construction-in-progress, net .. . ... S 207 143 146
Landuserights, net........... ... ... ... il 494 847 924
Goodwill ... .. e — — 241
Deferredtax assets .......... ... .. ... ... ... ... 269 199 293
Otherassets ............co i 815 872 1,078
Separate account (investment-linked) assets .......... 4,979 8,006 10,059
Total otherassets ......... ... ... . ... .. . ... 28,322 36,066 47,559

Total assets . ... 108,714 162,596 203,479
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As of December 31,
2001 2002 2003
(in millions of RMB)

Equity and Liabilities

Equity
Paid-in-capital ........ ... ... ... ... ... L 2,220 2,467 4,933
Reserves ... .. ... . 4,180 9,322 7,667
Retained profits/(accumulated deficits) ............... (1,130) (102) 352
Total equity ... ... .. 5,270 11,687 12,952
Minority interests .......... ... . ... 101 113 337
Liabilities
Customers’ deposits ..............c.. oo — — 2,304
Short term borrowings . .. ... 3,001 8,313 200
Premiums received inadvance ...................... 1,499 2,604 2,129
Commission payable ............. ... ... ... 576 544 497
Claimreserves ...........oo ... 2,248 2,836 4,817
Payable toreinsurers............... ... .. .. ... 21 283 270
Dividends payable to shareholders ................... T — —
Policyholder dividends payable and reserves .......... 118 237 1,189
Deposits from policyholders . ........................ 80 68 49
Deposits from reinsurers. ............. ... . 268 283 130
Unearned premium reserves ........................ 3,895 5,296 5,781
Policyholders’ reserves . ............. ... .. ... ... .. 83,880 119,528 159,945
Taxespayable .......... ... ... ... ... . il 608 618 326
Insurance guarantee fund........................... 538 618 711
Other liabilities ........ ... ... ... .. .. . 1,629 1,561 1,785
Separate account (investment-linked) liabilities ........ 4,979 8,006 10,059
Total liabilities ......... ... .. ... ... . 103,342 150,796 190,190

Total equity and liabilities ............................. 108,714 162,596 203,479
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SUMMARY OPERATING DATA

The following table sets forth certain operating data relating to our life insurance, property
and casualty insurance, trust and securities operations as of and for the years ended
December 31, 2001, 2002 and 2008.

As of or for the year ended
December 31,

2001 2002 2003
Life Insurance
Number of customers:
Individual (in thousands) .......................... 15,531 21,218 26,880
Corporate (in thousands) ......................... 73 119 188
Total (inthousands) .......................... 15,604 21,337 27,068
Persistency ratio:
13-month ... ... .. 83.4% 86.1% 85.7%
25-month ... ... 80.8% 75.5% 79.6%
Distribution channels:
Number of individual life sales agents .............. 267,933 224,313 188,033
Number of group sales representatives............. 1,941 2,152 1,275
Bancassurance outlets ........... . ...l 17,540 20,532 21,299
Property and Casualty Insurance
Number of customers:
Individual (inthousands) .......................... 1,994 3,546 3,933
Corporate (inthousands) ......................... 435 531 515
Total (inthousands) .......................... 2,429 4,077 4,448
Distribution channels: '
Number of direct sales representatives ........... 5,629 9,940 6,742
Number of insurance agents .................... 5,405 6,453 7,589

EMBEDDED VALUE

In order to provide investors with an additional tool to understand our economic value and
business results, we have disclosed the embedded value of our Company. We have also
disclosed the value of one year’s sales in respect of our new life insurance business. These
values have been reviewed by Watson Wyatt, an independent firm of consulting actuaries. A
copy of Watson Wyatt’s opinion regarding these values is included in the Consulting Actuaries’
Report set forth in Appendix IV in this prospectus. See the section headed “Embedded Value”.

FORECAST FOR THE YEAR ENDING DECEMBER 31, 2004""

Forecast profit after taxation and minority interests but

before extraordinary items® not less than ............ RMB2,760 million
Forecast earnings per Share
(a) Pro forma fully diluted® . ...................... RMBO.45 (HK$0.42)
(b) Weighted average™ .. .......... ... ... .. ..... RMBO0.49 (HK$0.46)

(1)  All statistics in this table are based on the assumption that the Over-allotment Option is not exercised and no
new Shares are issued pursuant to the HSBC Price Adjustment Top-Up.
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(2) The bases on which the above profit forecast has been prepared are set out in Appendix |l to this prospectus.

(3) The calculation of the forecast earnings per Share on a pro forma fully diluted basis is based on the forecast
profit after taxation and minority interests but before extraordinary items for the year ending December 31,
2004, assuming that we had been listed since January 1, 2004 and a total of 6,195,053,334 Shares were
issued and outstanding during the entire year. This calculation assumes that the Over-allotment Option wili
not be exercised, no new Shares will be issued pursuant to the HSBC Price Adjustment Top-Up and the H
Shares issued pursuant to the Global Offering were issued on January 1, 2004.

(4) The calculation of the forecast earnings per Share on a weighted average basis is based on the forecast profit
after taxation and minority interests but before extraordinary items for the year ending December 31, 2004
and a weighted average number of 5,588,324,591 Shares issued and outstanding during the year. This
calculation assumes that the Over-allotment Option will not be exercised, no new Shares will be issued
pursuant to the HSBC Price Adjustment Top-Up and the H Shares issued pursuant to the Global Offering will
be issued on June 24, 2004.

Offer Statistics'"

Based on an Offer Based on an Offer
Price of HK$9.59 Price of HK$11.88
Market capitalization of the H Shares® ... ... ... HK$24,537 million  HK$30,397 million
Prospective price/earnings multiple
(a) Pro forma fully diluted® .. ... ... ... ... .. 22.9 times 28.4 times
(b) Weighted average™ ...................... 20.7 times 25.6 times
Adjusted net tangible asset value per Share® . ... HK$1.38

(1)  All statistics in this table are based on the assumption that the Over-allotment Option is not exercised and no
new Shares are issued pursuant to the HSBC Price Adjustment Top-Up.

(2) The calculation of market capitalization is based on 2,558,643,698 H Shares expected to be in issue following
the Global Offering.

(3) The calculation of the prospective price/earnings multipie on a pro forma fully diluted basis is based on the
forecast earnings per Share on a pro forma fully diluted basis at the respective offer prices of HK$9.59 and
HK$11.88.

(4) The calculation of the prospective price/earnings multiple on a weighted average basis is based on the
forecast earnings per Share on a weighted average basis at the respective offer prices of HK$9.59 and
HK$11.88.

(6) The adjusted net tangible asset value per Share is based on 6,195,053,334 Shares expected to be in issue
following the Global Offering and an Offer Price of HK$10.735 (being the mid-point of the estimated offer
price range of between HK$9.59 and HK$11.88).

If the Over-allotment Option is exercised in full and no new Shares are issued pursuant to
the HSBC Price Adjustment Top-Up, assuming an Offer Price of HK$10.735 (being the mid-
point of the estimated Offer Price range of HK$9.59 and HK$11.88), the adjusted net tangible
asset value per H Share will be HK$1.69 per H Share, while the earnings per H Share on a pro
forma fully diluted basis and on a weighted average basis will be diluted correspondingly to
HK$0.41 and HK$0.46, respectively.

DIVIDEND POLICY

Subject to applicable requirements of PRC law, our Board will declare dividends, if any, in
Renminbi with respect to the H Shares on a per Share basis and will pay such dividends in
Hong Kong dollars. Any declaration of dividends for a fiscal year will be subject to

2 .
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shareholders’ approval. The amounts of dividends to be declared and actually distributed will
depend upon the following factors:

* our results of operations and cash flows;
* our financial position;

* statutory solvency requirements as determined under PRC GAAP with reference to
CIRC rules; '

» our shareholders’ interests;
* general business conditions;
 our future prospects;

* statutory and regulatory restrictions on the payment of dividends by us; and

other factors that our Board deems relevant.

Under the PRC Company Law and our Articles of Association, all of our shareholders
have equal rights to dividends and distributions. Holders of the H Shares will share
proportionately on a per Share basis in all dividends and other distributions declared by our
Board. See the section headed “Financial Information — Dividend Policy”.

USE OF PROCEEDS FROM THE GLOBAL OFFERING

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$12,867 million (RMB13,713 million), after deducting the underwriting fees and estimated
expenses payable by us in the Global Offering, assuming the Over-allotment Option is not
exercised, no new Shares are issued pursuant to the HSBC Price Adjustment Top-Up, no
Offer Shares are sold in the form of ADSs and assuming an Offer Price of HK$10.735 per
Offer Share, being the midpoint of the estimated Offer Price range. We intend to use these net
proceeds for, among other things, general corporate purposes, improvement of business and
operations, and upgrading of information technology system. See the section headed “Future
Plans and Use of Proceeds from the Global Offering”.

We will not receive any of the proceeds from the sale of H Shares or ADSs in the Global
Offering by the Selling Shareholders. All of the proceeds from the sale of H Shares or ADSs in
the Global Offering by the Selling Shareholders that are PRC state-owned entities will be
remitted to the national social security fund in accordance with the relevant PRC government
requirements.

There are risks associ “fed w
in the Offer Shares or ADS
- should read that section ca

Some of the partzcufar risks in investing
’ctlon headed “Risk Factors”. You
1o mvest m the Offer Shares or ADSs.




DEFINITIONS

HADSH

“Application Form(s)”

“Articles of Association”

“Board”

“CBRC”

“CCASS”

“CCASS Broker Participant”

“CCASS Custodian
Participant”

“CCASS Investor

Participant”

“CCASS Participant”

“China Life”
“CIRC”

“Companies Ordinance”

“Co-Sponsors”

“CSRC”

an American depositary share issued by the Depositary
representing ownership of 20 H Shares

white application form(s) and yellow application form(s) or,
where the context so requires, any of them

the articles of association of our Company, adopted on
March 9, 2004

the board of directors of our Company

China Banking Regulatory Commission, a regulatory body
responsible for the supervision and regulation of the PRC
banking industry

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a broker
participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Broker Participant, a CCASS Custodian Participant
or a CCASS Investor Participant

China Life Insurance Company Limited

China Insurance Regulatory Commission, a regulatory body
responsible for the supervision and regulation of the PRC
insurance industry

the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified
from time to time

Goldman Sachs (Asia) L.L.C., The Hongkong and Shanghai
Banking Corporation Limited and Morgan Stanley Dean Witter
Asia Limited (in alphabetical order)

China Securities Regulatory Commission, a regulatory body
responsible for the supervision and regulation of the PRC
national securities markets
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“Depositary”
“Director(s)”

“Domestic Shares”

“GDP”

“Global Offering”

“GS Investor”
“H Shares”

HHKSCC!!

“HKSCC Nominees”

“Hong Kong”

“Hong Kong dollars” or “HK
dollars” or “HK$”

“Hong Kong Listing Rules”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Stock
Exchange”

The Bank of New York, as depositary in relation to the ADSs
the director(s) of our Company

ordinary shares of our Company, with a nominal value of
RMB1.00 each, which are subscribed for or credited as paid
up in Renminbi by PRC nationals and/or PRC corporate
entities

gross domestic product (all references to GDP growth rates
are to real as opposed to nominal rates of GDP growth)

the Hvong Kong Public Offering and the International Offering

The Goldman Sachs Group, Inc.

overseas listed foreign shares in our ordinary share capital,
with a nominal value of RMB1.00 each, which are to be listed
on the Hong Kong Stock Exchange, and subscribed for and
traded in Hong Kong dollars

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

Hong Kong dollars, the lawful currency of Hong Kong

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited

the 69,395,000 Offer Shares initially being offered for
subscription in the Hong Kong Public Offering (subject to
adjustment as described in the section headed “Structure of
the Global Offering™)

the offer for subscription of Offer Shares in Hong Kong
(subject to adjustment as described in the section headed
“Structure of the Global Offering”) at the Offer Price (plus
brokerage, SFC transaction levy, investor compensation levy
and Hong Kong Stock Exchange trading fee) and on and
subject to the terms and conditions described in this
prospectus and the Application Forms, as further described in
the section “Structure of the Global Offering— The Hong
Kong Public Offering”

The Stock Exchange of Hong Kong Limited
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“Hong Kong Takeovers
Codes”

Eh

“Hong Kong Underwriters

“Hong Kong Underwriting
Agreement”

“HSBC”
“HSBC Insurance”

“HSBC Price Adjustment
Top-Up”

KE'CBC”
“|CBC (Asia)”
“|FRS”

“International Offering”

“International Purchasers”

“International Purchase
Agreement”

“Joint Global Coordinators”

the Codes on Takeovers and Mergers and Share
Repurchases

the Underwriters listed in the section headed “Underwriting”
under “Hong Kong Underwriters”

the underwriting agreement dated June 11, 2004 relating to
the Hong Kong Public Offering entered into among us, our
executive Directors, the Joint Global Coordinators and the
Hong Kong Underwriters

The Hongkong and Shanghai Banking Corporation Limited
HSBC Insurance Holdings Limited

the subscription of additional Shares by HSBC Insurance
under certain circumstances, as further described in the
section headed ‘“Business — Overseas Investors”

Industrial and Commercial Bank of China
Industrial and Commercial Bank of China (Asia) Limited

International Financial Reporting Standards promulgated by
the International Accounting Standards Board (“IASB”); IFRS
includes International Accounting Standards (“IAS”) and their
interpretations

the offer for subscription and sale of certain Offer Shares
(which may, at the option of investors, be delivered in the form
of ADSs) to investors as further described in the section
headed “Structure of the Global Offering — The International
Offering”

the group of Underwriters led by BOC! Asia Limited, Goldman
Sachs (Asia) L.L.C., The Hongkong and Shanghai Banking
Corporation Limited and Morgan Stanley & Co. International
Limited (in alphabetical order) and expected to enter into the
International Purchase Agreement to underwrite the
International Offering

the international purchase agreement relating to the
International Offering, expected to be entered into among our
Company, the Selling Shareholders and the Joint Global
Coordinators as the representatives of the International
Purchasers on or around June 18, 2004 (New York time)

BOC International Holdings Limited, Goldman Sachs (Asia)
L.L.C., The Hongkong and Shanghai Banking Corporation
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HLASS”
“LIMRA”
“Listing Date”

“Mandatory Provisions”

“Ministry of Finance”

“MS Investor”

“National People’s
Congress” or “NPC”

“Offer Price”

“Offer Shares”

“our Company”, the

“Company”, the “Group”,

“We”, and “uS!l

“Over-allotment Option”

Limited and Morgan Stanley Dean Witter Asia Limited (in
alphabetical order)

LIMRA Agent Selecting System
Life Insurance Marketing Research Association

the date, expected to be on or about June 24, 2004, on which
our H Shares are first listed and from which dealings therein
are permitted to take place on the Hong Kong Stock
Exchange

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas, for inclusion in the articles
of association of companies incorporated in the PRC to be
listed overseas, which were promulgated by the PRC
Securities Commission, the predecessor of the CSRC, and
the State Restructuring Commission on August 27, 1994, as
amended and supplemented from time to time

the PRC Ministry of Finance, which is responsible for the
administration of State revenues and expenditures, financial
and taxation policies and overall supervision of financial
institutions

prior to June 17, 2002, MSCP Indusiry Development
(Shenzhen) Company Limited, and thereafter, MSCP/PA
Holding Limited, each an affiliate of Morgan Stanley Dean
Witter Asia Limited

the National People’s Congress of the PRC

the final Hong Kong dollar price per Hong Kong Offer Share
(exclusive of brokerage, SFC transaction levy, investor
compensation levy and Hong Kong Stock Exchange trading
fee) at which Hong Kong Offer Shares are to be sold, to be
determined in the manner described in the section headed
“Structure of the Global Offering”

the H Shares offered in the Global Offering (for the purposes
of this prospectus, the total number of initial Offer Shares
under the Global Offering is assumed to be 1,387,892,000
Offer Shares)

Ping An Insurance (Group) Company of China, Ltd., and,
except where the context otherwise requires, all of its
subsidiaries

the option expected to be granted by us and the Selling
Shareholders to the International Purchasers, exercisable by
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“PBOC”
“PBOC Rate”

“PiCC”
“Ping An Hong Kong”

“Ping An Life”

“Ping An Overseas”

“Ping An Property &
Casualty”

“Ping An Securities”

“Ping An Trust”

“PRC”, “China” or the
“People’s Republic of
China”

“PRC Company Law”

“PRC Insurance Law”

“PRC GAAP”

the Joint Global Coordinators on behaif of the International
Purchasers for up to 30 days from the last day for lodging of
applications under the Hong Kong Public Offering, to require
us and the Selling Shareholders to issue and sell up to an
aggregate of 208,183,000 additional H Shares (all or a portion
of which may be delivered in the form of ADSs at the option of
investors) as described in the section headed “Structure of
the Global Offering”

the People’s Bank of China, the central bank of the PRC

the exchange rate for foreign exchange transactions set daily

by the PBOC based on the previous day’s China interbank

foreign exchange market rate and with reference to current
exchange rates on the world financial markets

PICC Property and Casualty Company Limited

China Ping An Insurance (Hong Kong) Company Limited, a
subsidiary of the Company

Ping An Life Insurance Company of China, Ltd., a subsidiary
of the Company

China Ping An Insurance Overseas (Holdings) Limited, a
subsidiary of the Company

Ping An Property & Casualty Insurance Company of China,
Ltd., a subsidiary of the Company

Ping An Securities Company, Lid., a subsidiary of Ping An
Trust

China Ping An Trust & Investment Co., Ltd., a subsidiary of
the Company

the People’s Republic of China, but for the purposes of this
prospectus only (unless otherwise indicated), excludes Hong
Kong, Macau or Taiwan

the Company Law of the PRC, as enacted by the Standing
Commiittee of the Eighth National People’s Congress on
December 29, 1993 and effective on July 1, 1994, as
amended, supplemented or otherwise modified from time to
time

the Insurance Law of the PRC, as enacted by the Standing
Committee of the Eighth National People’s Congress on
June 30, 1995 and effective on October 1, 1995, as amended,
supplemented or otherwise modified from time to time

accounting rules and regulations in the PRC
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“Price Determination Date”

“Promoters” or “Promoter”

“Regulation S”

“RMB” or “Renminbi”
“Rule 144A”

“Selling Shareholders”

“SFC”
“SFO"

“Shares”

“Special Regulations”

the date on which the pricing of the Offer Shares will be fixed
by the Joint Global Coordinators, on behalf of the
Underwriters and us (for the Company and on behalf of the
Selling Shareholders), expected to be June 18, 2004, and in
any event not later than June 20, 2004

ICBC, China Merchants Shekou Industrial Zone Co., Ltd.,
China Ocean Shipping (Group) Company, Shenzhen Bureau
of Finance and Shenzhen New Horse Investment
Development Co., Lid.; a Promoter means any one of the
Promoters

Regulation S under the US Securities Act
Renminbi, the lawful currency of the PRC
Rule 144A under the US Securities Act

Shenzhen Investment Holding Corporation

Shenzhen Shum Yip Investment Development
Company Limited

Guangzhou Guangyong State-Owned Assets
Management Co., Limited

Qingdao Qifa Investment Co., Ltd.

Shenzhen Construction investment Holding Corporation

Tianjin National Assets Management Co., Ltd.

China Tianjin Ocean Shipping Agency

Shanghai Jiushi Corporation

Shandong Foreign Economic Trade and
Financial Services Company

Shenzhen Water Supply (Group) Co., Lid.

China National Offshore Qil Investment Holding Co., Ltd.

Sinopec Financial L.L.C.

Huludao Zinc Industry Co., Lid.

Shenyang Construction Investment & Assets
Management Co., Ltd.

Shenyang Hengxin Investment Management Co., Ltd.

Shenzhen Economic Daily

Shenyang Chenghao Securities Brokerage Co., Ltd.

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

ordinary shares in the capital of our Company with a nominal
value of RMB1.00 each, comprising Domestic Shares,
Unlisted Foreign Shares and H Shares

the Special Regulations on the Overseas Offering and Listing
of Shares by Joint Stock Limited Companies issued by the
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DEFINITIONS

“Sponsor”

“State Administration of
Foreign Exchange” or
“SAFE”

“State Administration of
Industry and Commerce
or “SAIC”

kR

“State Council”
“Supervisors”

“Supervisory Committee”

“Underwriters”

“Unlisted Foreign Shares”

“United States” or “US”

“US dollars” or “US$”
“US Exchange Act’

“US GAAP”
“US Securities Act”

ﬂWTOI!

State Council of the PRC on August 4, 1994, as amended,
supplemented or otherwise modified from time to time

BOCI Asia Limited

the PRC State Administration of Foreign Exchange

the PRC State Administration of Industry and Commerce

the State Council of the PRC
the members of the Supervisory Committee of our Company

the supervisory committee established pursuant to the PRC
Company Law, as described in the section headed “Directors,
Supervisors, Senior Management and Staff”

the Hong Kong Underwriters and the International Purchasers

ordinary shares issued by our Company, with a nominal value
of RMB1.00 each, which are subscribed for in a currency
other than Renminbi, or the consideration for which is the
injection of assets and are held by persons other than PRC
nationals or PRC corporate entities and are not listed on any
stock exchange

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

United States dollars, the lawful currency of the United States

the United States Securities Exchange Act of 1934, as
amended

generally accepted accounting principles in the United States
the United States Securities Act of 1933, as amended

the World Trade Organization

»>Ta)
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' may, not correspor
" .are printed in.bola
first time. they.ap

“annuity”

“appraisal value”

“captive sales agents”

“cash surrender value”

“cede”

“claim”

“claims reserve”

“combined ratio”

“commission”

“deferred annuity”

“deferred policy acquisition
costs”

orms and. deéfinitions used in this
iness. The terms and their meanings
J.0f usage:to these terms. These terms
ar inithe prospectus summary and the

A contract that provides for periodic payments to an annuitant
for a specified period of time, often until the annuitant’s death.

An actuarialty determined estimate of the economic value of
the life insurance operations of an insurance company derived
by adding to the embedded value an estimate of the value of
future sales of new life insurance business.

Sales agents that sell exclusively for one insurance company.

The amount of cash available to a policyholder on the
surrender of or withdrawal from a life insurance policy or
annuity contract.

When an insurer reinsures its risk with another insurer, it
“cedes” business.

An occurrence that is the basis for submission and/or
payment of a benefit under an insurance policy. Claims may
be covered, limited or excluded from coverage, depending on
the terms of the policy.

Reserve liabilities established to provide for losses and
administrative expenses associated with incurred but not
reported claims and reported but not approved claims.

The sum of the loss ratio and the expense ratio for a property
and casually insurance company oOr a reinsurance company.
A combined ratio below 100 generally indicates profitable
underwriting. A combined ratio over 100 generally indicates
unprofitable underwriting. An insurance company with a
combined ratio over 100 may be profitable to the extent net
investment resuits exceed underwriting losses.

A payment to an agent or broker by an insurance company for
service in respect of a sale or maintenance of an insurance
product.

A policy which, after a determined period of time, pays a
periodic income benefit for the life of a person or for a
specified number of years, or a combination thereof.

Commissions and certain other underwriting, policy issuance
and selling expenses that are directly related to the production
of business are referred to as policy acquisition costs. Policy
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“earned rate”

“embedded value”

“endowment life insurance”

“expense ratio”

“gross written premiums”

“in-force”

“incurred but not yet
reported reserves” or
“IBNR reserves”

“investment-linked life
insurance”

“life insurance products”

“long-term life insurance
policies”

1

“loss adjustment expenses
or “LAE”

acquisition costs that vary based on the level of production
are deferred and later amortized to achieve matching of
revenues and expenses.

The investment return, adjusted for any applicable tax,
assumed in the embedded value calculation.

An actuarially determined estimate of the economic value of
the life insurance operations of an insurance company based
on a particular set of assumptions as to future experience,
excluding any value attributable to any future new business.

Life insurance under which an insured party receives the face
value of a policy if the individual survives the endowment
period. If the insured party does not survive, a beneficiary
receives the face value of the policy.

The ratio of property and casualty insurance operating
expenses to net earned premiums.

Total premium (whether or not earned) for insurance contracts
written or assumed (including deposits for investment
contracts with limited or no life contingencies written) during a
specific period, without deduction for premium ceded.

A policy that is shown on records to be in-force on a given
date and that has not matured by death or otherwise or been
surrendered or otherwise terminated.

Reserves for estimated losses and loss adjustment expenses
which have been incurred but not yet reported to the insurer or
reinsurer, including future development of claims which have
been reported to the insurer or reinsurer but where the
established reserves may ultimately prove to be inadequate.

An insurance policy that provides insurance for the insured
party during the policy period and an investment return linked
to an investment option selected by the policyholder.

Term which includes all the products offered by a life
insurance company, such as group, individual, life and
retirement.

Life insurance policies which are intended to be greater than
twelve months in duration, are not subject to unilateral
changes in the contract terms and require the performance of
various functions and services (including but not limited to
insurance protection) for an extended period of time.

The expenses of settling property and casualty claims,
including legal and other fees and general expenses.
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“loss ratio”

“Million Dollar Round Table”

“morbidity”

“mortality”

“net earned premiums”

“net level premium method”

“net written premiums”

“non-participating policy”

“orphan policies”

“participating policies”

“persistency”

The ratio of a property and casualty insurance or reinsurance
company’s incurred claims and claims expenses to net
earned premiums.

An association of life insurance and financial service agents in
which membership is obtained by seiling a targeted amount of
life insurance coverage.

Incidence rates and duration of disability, varying by such
parameters as age, gender and duration since disability, used
in pricing and computing liabilities for accident insurance.

Rates of death, varying by such parameters as age, gender
and health, used in pricing and computing liabilities for future
policyholder benefits for life and annuity products, which
contain significant mortality risk.

The portion of net premiums written that is recognized for
accounting purposes as income during a period.

Under the net level premium method, insurance companies
must set aside policy reserves assuming that the ratio of pure
insurance premium to total annual premium paid remains
constant over the term of the policy. The net level premium
method increases an insurance company’s administrative
expense burden in the early years of a policy, when actual
administrative expenses exceed the portion of the premium
received in such early years covering administrative
expenses. Under an alternate method of calculating policy
reserves, known as the Zillmer method, the pure insurance
premium portion is reduced in the first few years of the policy,
allowing, in effect, policy acquisition costs to be deferred.

Gross written premiums for a given period less premiums
ceded to reinsurance companies during such period.

Policies under which the policyholder receives no policyholder
dividends. Non-participating policies generally feature lower
premiums than participating policies.

Life insurance policies that were originally sold by an agent
that no longer works with our Company.

Policies or annuity contracts under which the owner is eligible
to share in the divisible surplus of the insurer through
policyholder dividends, whether or not such dividends are
currently payable.

The percentage of insurance policies remaining in force from
year to year, as measured by premiums.
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“policy dividends”

“policyholders’ reserves”

“premium”

“premiums earned”

“regular premium products”

“reinsurance”

“retention amounts”

“reserves”

“share premium”

“short-term life insurance
policies”

“statutory reserves”

“surrender”’

“surrender charge”

Dividends periodically credited to participating policyholders.

Reserve liabilities established to provide for future obligations
arising under life insurance products.

Payment and consideration received on insurance policies
issued or reissued by an insurance company.

That portion of gross written premium in current and past
periods which applies to the expired portion of the policy
period, calculated by subtracting changes in unearned
premium reserves from gross written premium.

A life insurance product with regular periodic premium
payments.

The practice whereby one party, in consideration of a
premium paid to it, agrees to indemnify another party for part
or all of the liability assumed by the reinsured party under a
contract or contracts of insurance which the reinsured party
has issued.

The amount of insurance coverage that the primary insurer
assumes for its own account, exclusive of any amount ceded
to a reinsurer.

Liability established to provide for future benefits to
policyholders net of liability ceded to reinsurance companies.

Paid-in capital in addition to issued and paid-up nominal share
capital.

As used in connection with our insurance businesses, life
insurance policies for a fixed period of no more than twelve
months.

Amounts required to be reserved under the PRC Insurance
Law as well as PRC statutory accounting standards in order
for an insurance company to provide for future obligations with
respect to all policies. Statutory reserves are liabilities on the
balance sheet of financial statements prepared in conformity
with PRC statutory accounting standards.

The termination of a life or retirement contract at the request
of the policyholder after which the policyholder receives the
cash surrender value, if any, of the contract.

The fee charged to a policyholder when a life insurance policy
or annuity is surrendered for its cash surrender value prior to
the end of the surrender charge period. Such charge is
intended to recover all or a portion of policy acquisition costs
and act as a deterrent to early surrender.
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“term life insurance”

“underwriting”

“unearned premium
reserves”

“whole life insurance”

“withdrawal”

“Zillmer method”

Life insurance written for a specified period and under which
no cash value is generally available on surrender.

The process of examining, accepting or rejecting insurance
risks, and classifying those accepted, in order to charge an
appropriate premium for each accepted risk.

Reserve liabilities established for premiums that have been
paid but not yet earned with respect to life, accident and
health insurance policies with an original term of one year or
less and for property and casualty insurance policies.

A permanent life insurance product offering guaranteed death
benefits and guaranteed cash values.

Surrender in part. Some life insurance products permit the
insured party to withdraw a portion of the cash surrender
value of the contract. Future benefits are reduced accordingly.

A method by which insurance companies may calculate policy
reserves that in effect allows policy acquisition costs to be
deferred. Under this method, the pure insurance premium
portion used in the calculation of policy reserves is reduced in
the first year of the policy. This reduction makes the policy
reserve provisions smaller than those under the net level
premium method. In years following the first year, the
reduction in reserve provisions in the first year are gradually
adjusted to eliminate the difference between the net level
premium method and the Zillmer method over a
predetermined term of, for example, five or ten years.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. These forward-looking statements include, without
limitation, statements relating to:

The words “anticipate”, “believe”, “could”, “estimate

our business and operating strategies and our various measures to implement such
strategies;

the future competitive environment for the PRC insurance industry;
our dividend distribution plans;

any capital expenditure plans, particularly plans relating to upgrading of our
information technology infrastructure and management information systems;

our operations and business prospects, including development pians for our existing
and new businesses, products and services;

our financial condition and results of operations, including our profit forecast set forth
in the section headed “Financial Information — Profit Forecast” and our embedded
value and value of one year's new business set forth in the section headed
“Embedded Value”;

the regulatory environment as well as the general industry outlook for the PRC
insurance industry; and

future developments in the PRC insurance industry.

1 G 1 64 11

, “expect”, “intend”, “may”, “plan”,

“seek”, “will”, “would” and similar expressions, as they relate to us, are intended to identify a
number of these forward-looking statements. These forward-looking statements reflect our
current views with respect to future events and are not a guarantee of future performance.
Actual results may differ materially from information contained in the forward-looking
statements as a result of a number of factors, including:

any changes in the laws, rules and regulations of the central and local governments
in the PRC and the rules, regulations and policies of the CIRC and other relevant
government authorities relating to all aspects of our business operations;

general economic, market and business conditions in the PRC;

changes or volatility in interest rates, foreign exchange rates, equity prices or other
rates or prices;

the effects of competition in the PRC insurance industry on the demand for and price
of our products and services, particularly from foreign insurance companies as a
result of the PRC’s entry into the WTO,;

various business opportunities that we may pursue;

the potential benefits we expect to derive from the purchase of a 73% equity interest
in Fujian Asia Bank Ltd., which has been renamed Ping An Bank Limited;

changes in population growth and other demographic trends, including mortality,
morbidity and longevity rates, in the PRC;

the occurrences of catastrophic events and their effect on our property and casualty
business;
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FORWARD-LOOKING STATEMENTS

e the frequency and severity of insured loss events;
e persistency levels;
e changes in the availability, cost, quality or collectibility of reinsurance;

e our ability to identify, measure, monitor and control risks in our business, including
our ability to improve our overall risk profile and risk management practices;

e our ability to properly price our products and services and establish reserves for
future policy benefits and claims; and

e the risk factors discussed in this prospectus as well as other factors beyond our
control.

Subject to the requirements of the Hong Kong Listing Rules, we do not intend to update
or otherwise revise the forward-looking statements in this prospectus, whether as a result of
new information, future events or otherwise. As a result of these and other risks, uncertainties
and assumptions, the forward-looking events and circumstances discussed in this prospectus
might not occur in the way we expect, or at all. Accordingly, you should not place undue
reliance on any forward-looking information.
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RISK FACTORS
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RISKS RELATING TO OUR OVERALL BUSINESS

Interest rate fluctuations as well as the continuation of the current low interest rate
environment may materially and adversely affect our profitability.

During periods of declining interest rates, our average investment yield will decline as
maturing investments, as well as bonds and loans that are redeemed or prepaid to take
advantage of the lower interest rate environment, are replaced with new investments with
lower yields and coupon payments from bonds we hold from time to time are reinvested at
lower yields. This would reduce our return from investments of capital, which would adversely
affect our profitability, regardless of whether such investments are used to support particular
insurance policy obligations. Our life insurance policies tend to have a longer duration than our
investment assets, and because our premiums are generally calculated based on a fixed
assumed investment yield, lower interest rates tend to reduce the yield on our investment
portfolio while our premium income from outstanding policies remains unchanged, thereby
reducing our profitability. In addition, due to regulatory restrictions, our investment assets must
remain concentrated in interest bearing investments, further exposing us to the risk of a
decline in interest rates. If the current low interest rate environment continues, these negative
effects on our profitability will persist or possibly increase as our average investment yield
decreases.

Conversely, in periods of rising interest rates, while the increased investment yield will
increase the returns on our investment portfolio, surrenders and withdrawals of policies may
increase as policyholders seek investments with higher perceived returns. This process may
lead to a flow of cash out of our businesses. In particular, these outflows may require our
investment assets to be sold at a time when the prices of those assets are lower because of
the increase in market interest rates, which may result in realized investment losses. In
addition, unanticipated surrenders and withdrawals may require us to accelerate the
amortization of deferred policy acquisition costs, which would adversely affect our results of
operations. Moreover, a rise in interest rates would adversely affect our shareholders’ equity in
the immediate fiscal year due to a decrease in the fair value of our fixed-income investments.

Like other major PRC life insurance companies, we offered life insurance products with
relatively high guaranteed rates of return from 1995 to 1999, primarily as a result of the then
prevailing high market interest rates. These products expose us to the risk that changes in
interest rates will reduce our interest rate spread, or the difference between the amounts that
we are required to pay under these policies and the rate of return we are able to earn on our
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RISK FACTORS

investments intended to support our obligations under these policies. In the current low
interest rate environment, the substantial shortfall between the market interest rates and the
guaranteed rates of return offered by these products has resulted in a negative interest rate
spread, which has adversely affected our results of operations. As of December 31, 2003,
based on an assumed discount rate equal to the earned rate or 10.0% and an assumed
discount rate equal to the earned rate or 15.0%, without deducting the cost of holding required
solvency margin, the estimated value of the value of in-force business written prior to June
1999 was negative RMB25,129 million and negative RMB19,504 million, respectively. See the
section headed “Composition of the Value of In-force Business” in the Consulting Actuaries’
Report set forth in Appendix IV. In 2003, the average pricing rate for all of our guaranteed
return life insurance products was approximately 5.0%, while our average investment return
was approximately 4.4%. On June 10, 1999, the CIRC reduced the guaranteed rates of return
that an insurance company may offer on its life insurance products to not more than 2.5%.
Further declines in interest rates may increase the negative interest rate spread, which would
further reduce our profitability. Conversely, during periods of rising interest rates, we may not
be able to replace our existing investments with higher yielding investments in a timely
manner, even though we may need to continue offering products with relatively higher
guaranteed rates of return in order to retain existing or attract new customers. This may also
have a material adverse effect on our results of operations. See the section headed “Financial
Information — Overview — Negative Interest Rate Spread on Legacy High Guaranteed Return
Products”.

Due to the limited availability of long-term fixed income securities in the PRC capital
markets and the legal and regulatory restrictions on the types of investments we may
make, we are unable to match closely the duration of our assets and liabilities, which
increases our exposure to interest rate risk.

Like other insurance companies, we seek to manage interest rate risk through managing,
to the extent possible, the average duration of our investment assets and the insurance policy
liabilities they support. Matching the duration of our assets to their related liabilities reduces
our exposure to changes in interest rates, because the effect of the changes will largely be
offset against each other. However, restrictions under the PRC Insurance Law on the assets
classes in which we may invest, as well as the limited availability of long-duration investment
assets in the markets in which we invest, has resuited in the duration of our assets being
shorter than that of our liabilities. Moreover, the PRC financial markets currently do not provide
an effective means for us to hedge our interest rate risk through financial derivative products.
We believe that, with the gradual easing of the investment restrictions imposed on insurance
companies in the PRC, our ability to match the duration of our assets to that of our liabilities
will improve. We also seek to manage the risk of duration mismatch by focusing on product
offerings whose maturity profiles are in line with the duration of investments available to us in
the prevailing investment environment. However, if we are unable to match more closely the
duration of our assets and liabilities, we will continue to be exposed to risks related to interest
changes, which may materially and adversely affect our financial condition and results of
operations.
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Our business and prospects would be materially and adversely affected if we are not
able to manage our growth successfully.

We have experienced rapid growth in a relatively short period of time. The management
of this growth has required significant management and operational resources and is likely to
continue to do so. The management of our growth will require, among other things:

e the development of adequate underwriting and claim handling capabilities and skills;
e stringent cost controls;
e sufficient capital base;

e continued strengthening of financial and management controls and information
technology systems;

e increased marketing and sales activities; and
e the hiring and training of new personnel.

We cannot assure you that we will be successful in managing our growth. In particular,
we may have difficuities in hiring and training rapidly sufficient numbers of customer service
personnel to keep pace with the growth in the number of our customers. In addition, we may
experience difficulties in upgrading, developing and expanding our information technology
systems quickly enough to accommodate our growing customer base. If we are not able to
manage our growth successfully, our business and prospects would be adversely affected.

We may need additional capital in the future, and we cannot assure you that we
would be able to obtain such capital on acceptable terms, or at all.

In order for us to grow, remain competitive, enter new businesses, expand our base of
operations or meet regulatory capital adequacy or solvency margin requirements, we may
require new capital in the future. Our ability to obtain additional capital in the future is subject
to a variety of uncertainties, including:

e our future financial condition, results of operations and cash flows;
o the ability to obtain the necessary regulatory approvals on a timely basis;

e general market conditions for capital raising activities by insurance companies and
other financial institutions; and

e economic, political and other conditions in the PRC and elsewhere.

We cannot assure you that we will be able to obtain additional capital in a timely manner
or on acceptable terms or at all. Furthermore, the terms and amount of any additional capital
raised through issuances of equity securities may result in significant dilution of shareholders’
interests.
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Our risk management policies and procedures and internal controls, as well as the
risk management tools available to us, may not be adequate or effective in all
respects, and may expose us to unidentified or unanticipated risks, which could
materially and adversely affect our business or result in losses.

Our risk management policies and procedures and internal controls may not be fully
adequate or effective in mitigating our risk exposures in all market environments or against all
types of risk, including risks that are unidentified or unanticipated. Some methods of managing
risk are based upon observed historical market behavior. As a result, those methods may not
predict future risk exposures, which could be significantly greater than those indicated by the
historical measures. Other risk management methods depend upon an evaluation of available
information regarding operating and market conditions or other matters. This information may
not be accurate, complete, up-to-date or properly evaluated in all cases. Management of
operational, legal and regulatory risks requires, among other things, policies and procedures
to record properly and verify a large number of transactions and events, as well as appropriate
internal control systems. These policies and procedures and internal controls may not be fully
effective in all circumstances, and our business, financial condition and results of operations
may be materially and adversely affected by the corresponding increase in our risk exposure.
Insurance companies typically utilize various financial instruments and investments to manage
risks associated with their businesses. However, current PRC rules and regulations restrict the
types of financial instruments and investments we may hold. As a result, the risk management
tools available to us are limited.

Any significant failure in our information technology systems, including our
management information systems, could have a material adverse effect on our
business and profitability.

Our business is highly dependent on the ability of our information technology systems to
timely process a large number of transactions across numerous and diverse markets and
products at a time when transaction processes have become increasinglty complex and the
volume of such transactions are growing at a significant rate. The proper functioning of our
financial control, accounting, customer database, customer service and other data processing
systems, including those relating to underwriting and claim processing, together with the
communication systems between our various branch offices and our main information
technology centers, is critical to our business and to our ability to compete effectively. Although
we have a backup data center that could be used in the event of a catastrophe or a failure of
our primary system, and have established alternative communication systems where
available, we cannot assure you that our business activities would not be materially disrupted
in the event of a partial or complete failure of any of these primary information technology or
communications systems, which could be caused by, among others, software bugs, computer
virus attacks or conversion errors due to system upgrading. In addition, a prolonged failure of
our information technology system could damage our reputation and materially and adversely
affect our future prospects and profitability.
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A perceived reduction in our financial strength or a downgrade in our rating could
increase policy surrenders and withdrawals and damage our relationship with our
creditors, our counterparties and the distributors of our products.

Measures of financial strength are an important factor affecting public confidence in our
products and, as a result, our competitiveness. In particular, customers may consider, among
other measures, our financial strength rating and solvency margin ratio when deciding whether
to purchase insurance from us. A downgrade in our financial strength rating or a significant
reduction in our solvency margin ratio could have a material adverse effect on our business
because such development may, among other things:

e increase the number of policy surrenders and withdrawals;

e damage our relationship with our creditors, our counterparties and the distributors of
our products; and

e negatively impact new sales of our products.

As with all financial services companies, the conduct of our business depends upon,
among others, consumer confidence in the financial service industry’s, and our, financial
strength. Any decrease in consumer confidence in the financial service industry as a whole, or
in us in particular, could have a material adverse effect on our business and prospects.

Our ability to pay dividends and meet other obligations depends on dividends and
other payments from our operating subsidiaries, which may be subject to contractual
and other limitations. '

We are a holding company and, with the exception of investment management activities,
do not conduct any significant business operations on our own. As a result, we depend upon
dividends and distributions from our operating subsidiaries for substantially all of our cash flow.
Most of our assets are held by these subsidiaries. Our liquidity and ability to pay interest and
expenses, meet our obligations and pay cash dividends are dependent upon the flow of funds
from these subsidiaries. We cannot assure you that these subsidiaries will generate sufficient
funds to support dividends payments and other distributions in an amount sufficient to meet
our cash requirements and pay shareholder dividends.

Our ability to pay dividends or make other payments may be further restricted by
covenants contained in agreements governing our debt. In addition, our subsidiaries may incur
debt to third parties, the terms of which may restrict our ability to obtain funds from the
applicable subsidiaries. See the section headed “Supervision and Regulation” and
Appendix VIl — “Summary of Articles of Association — Dividends and Other Methods of Profit
Distribution”.
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Misconduct by our employees and agents is difficult to detect and deter and could
harm our business, financial condition and results of operations.

Employee and sales agent misconduct could result in violations of law by us, regulatory
sanctions and/or serious reputational or financial harm to us. Such misconduct could occur in
each of our businesses and could include:

e binding us to transactions that exceed authorized limits;

e hiding unauthorized or unsuccessful activities, resulting in unknown and unmanaged
risks or losses;

e improperly using or disclosing confidential information;
e recommending products, services or transactions that are not suitable;

e engaging in misrepresentation or fraudulent, deceptive or otherwise improper
activities when marketing or selling insurance policies to our customers;

e engaging in unauthorized or excessive transactions to the detriment of customers; or
e otherwise not complying with applicable laws or our internal control procedures.

We cannot always deter employee and agent misconduct, and the precautions we take to
prevent and detect these activities may not be effective in all cases. See the section headed
“Business — Legal and Regulatory Proceedings”. We cannot assure you that employee
misconduct will not materially and adversely affect our business, financial condition and results
of operations.

Our largest shareholders may take collective actions that are not in, and may conflict
with, our or our other shareholders’ best interests.

Immediately after the completion of the Global Offering, assuming the Over-allotment
Option is not exercised and no new Shares are issued pursuant to the HSBC Price Adjustment
Top-Up, our five existing largest shareholders will own, directly or indirectly, approximately
38.9% of our outstanding Shares. Accordingly, our largest shareholders, including these five
shareholders, may continue to collectively have the ability to exercise significant influence over
our business, including matters relating to:

e our management, business strategies and policies;
e the timing and distribution of dividends;

e any plans relating to mergers, acquisitions, joint ventures, investments or
divestitures; and

e the election of our Directors and Supervisors.

Our largest shareholders may collectively take actions that you may not agree with or that
are not in our or our other sharehoiders’ best interests.
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A material increase in the enterprise income tax rate applicable to our operations in
Shenzhen would materially and adversely affect our financial condition and results of
operations.

Our operations in Shenzhen are subject to a preferential enterprise income tax rate of
15% applicable in the Shenzhen Special Economic Zone, as opposed to the standard
enterprise income tax rate of 33% to which most of our operations outside Shenzhen are
subject. We cannot assure you that the enterprise income tax rate in Shenzhen will not be
increased in the future. As a majority of our investment income is subject to the preferential
enterprise income tax rates, a material increase in the enterprise income tax rate in Shenzhen
would materially and adversely affect our financial condition and results of operations.

Any future outbreak of severe acute respiratory syndrome or similar ilinesses in the
PRC may have a material adverse effect on our financial condition and results of
operations.

From November 2002 to June 2003, the PRC and certain other countries and regions
experienced an outbreak of a new and highly contagious form of atypical pneumonia now
known as severe acute respiratory syndrome, or SARS. On July 5, 2003, the World Health
Organization declared that the SARS outbreak had been contained. However, new cases of
SARS have been reported in the PRC since April 22, 2004. We cannot predict at this time the
effect of any new outbreak of SARS or SARS-like illnesses on our business and prospects. In
particular, many aspects of SARS, including its cause, means of transmission and ability to
survive in different environments, are still not well understood by the international medical
community. As a result, any future outbreak of SARS or SARS-like illnesses may, among other
things, significantly increase the payment obligations under our life and health insurance
policies, which could materially and adversely affect our profitability. Moreover, a future
outbreak may significantly disrupt our ability to adequately staff our business, and may
generally disrupt our operations. For example, the previous outbreak of SARS reduced the
activity level of our sales force, and reduced sales of our insurance products. We cannot
assure you that any future outbreak of SARS or SARS-like ilinesses would not have a material
adverse effect on our financial condition and results of operations.

Future periodic examinations by PRC regulatory authorities may result in fines, other
penalties or actions that could materially and adversely affect our business, financial
condition and results of operations as well as our reputation.

We are subject to periodic examinations by PRC regulatory authorities. In the past, we
have from time to time been found to have violated certain laws and regulations. As a result,
we have been subject to penalties, including, among others, fines. During the three years
ended December 31, 2003, we were fined approximately 740 times totaling approximately
RMB32 million by PRC regulatory authorities. These fines covered violations relating to,
among other things, improper payments in connection with sales of insurance products,
accounting irregularities (including improper booking of accounting entries at our branch and
sub-branch offices), misrepresentation by sales agents when marketing insurance products
and late payment of income taxes. These penalties have not had a material adverse effect on
our business, financial condition and results of operations. We cannot assure you, however,
that future examinations by PRC regulatory authorities would not result in fines, other
penalties or actions that could materially and adversely affect our business, financial condition
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and results of operations as well as our reputation. See the section headed “Business —
Legal and Regulatory Proceedings” for further information.

We do not possess the title deeds in respect of some of the properties owned by us.

As of the date of the valuation report set forth in Appendix Ill to this prospectus, we
owned approximately 605 buildings with an aggregate gross floor area of approximately
682,565 sqg.m., out of which 599 buildings with an aggregate gross floor area of approximately
682,220 sq.m. were located in the PRC. We hold the relevant long-term granted land use right
certificates and/or building ownership certificates (the “title deeds”) for all but 149 buildings
with an aggregate gross floor area of approximately 277,995 sg.m. situated in the PRC (the
“defective properties”). We are in the process of applying for the relevant title deeds that we
do not yet hold. Upon obtaining the title deeds for a defective property, we will have the lawful
rights to occupy, let, transfer and mortgage such property. We may have great difficulties in
obtaining the relevant title deeds for 64 of the 149 defective properties with an aggregate gross
floor area of approximately 119,404 sq.m. See the section headed “Business — Properties —
Property Titles”. We cannot predict with certainty how our rights as owner/occupier of these
defective properties would be adversely affected as a result of the absence of the title deeds
as described above.

We may be subject to administrative sanctions, fines and other penalties for using
our funds in a manner that is inconsistent with, or impermissible under, the
applicable limitations set forth in the PRC Insurance Law and CIRC regulations.

The PRC Insurance Law and CIRC regulations have strict limitations on the use of funds
by PRC insurance companies. In particular, the PRC Insurance Law and CIRC regulations
prohibit PRC insurance companies from, among other things, using their funds to engage in
securities or other activities that are outside of the scope of normal insurance operations. We
may have in the past used our funds in a manner that is inconsistent with, or impermissible
under, the applicable limitations set forth under the PRC Insurance Law and CIRC regulations.
These activities may have included providing funds for, among other things, the establishment
of a securities business, the investment in unlisted equity securities and the development of
real estate projects. We have either terminated or are in the process of rectifying these
activities. See the section headed “Supervision and Regulation — Areas Prohibited for Use of
Funds of an Insurance Company”. While we have not been subject to any material
administrative sanctions, fines or other penalties for such use of our funds, we cannot assure
you that the relevant regulatory authorities would not take additional actions against us in the
future. Any future administrative sanctions, fines or other penaities may have a material
adverse effect on our business, financial condition and results of operations.

If we are not able to realize the potential benefits of our acquisition of an equity
interest in Fujian Asia Bank Ltd., our business prospects may be materially and
adversely affected.

Fujian Asia Bank Ltd. became a 73% owned subsidiary of Ping An Trust on February 19,
2004, and has been renamed Ping An Bank Limited as of the same date. Ping An Bank
Limited is a joint venture bank primarily engaged in foreign currency commercial banking
businesses in the PRC. We intend to use Ping An Bank Limited to develop a multiple financial
services platform that allows us to better service our customers. We cannot assure you that
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we will be successful in achieving the potential benefits of this transaction. If we are not
otherwise successful in managing credit risk and maintaining capital discipline in developing
consumer banking business or integrating the operations of the combined entities, we may not
be able to realize the potential benefits of this transaction and our business prospects may be
materially and adversely affected.

. RISKS RELATING TO OUR INSURANCE OPERATIONS

Differences between actual benefits and claims experience and underwriting and
reserving assumptions may require us to increase our reserves.

We establish and carry, as balance sheet liabilities, reserves of how much we will need to
pay for future benefits and claims. For our life insurance products, we calculate these reserves
based on many assumptions and estimates, including:

e estimated premiums we will receive over the assumed life of the insurance policy;
e the mortality rate;

e lapse and surrenders;

e the timing of the event covered by the insurance policy;

e the amount of benefits or claims to be paid; and

e the investment returns on the assets we purchase with the premiums we receive.

We establish property and casualty reserves based on assumptions and estimates of
damages and liabilities incurred. We establish our healthcare related reserves based on
assumptions and estimates of morbidity rates, policy and claim termination rates, benefit
amounts, investment returns and other factors. Consequently, our earnings depend
significantly upon the extent to which our actual claims experience is consistent with the
assumptions and estimate used in setting the prices for our products and establishing the
reserves for our obligations for future policy benefits and claims. To the extent that actual
benefits or claims experience is less favorable than our underlying assumptions and estimates
used in establishing our reserves, we may be required to increase our reserves. Any such
increase in reserves will result in additional charges, and may reduce our net income.

The process of estimating reserve liabilities is a difficuit and complex exercise involving
many variables and subjective judgments. Due to the nature of the underlying risks and the
high degree of uncertainty associated with the determination of the liabilities for unpaid policy
benefits and claims, we cannot determine precisely the amount which we will ultimately pay to
settle these liabilities. These amounts may vary from the estimated amounts, particularly when
those payments may not occur untit well into future. In addition, variations in benefits or claims
experience and fluctuation on benefits or claims could cause actual underwriting experience,
such as lapse, mortality, expense and morbidity, to be different from actuarial assumptions
used in the pricing of our insurance products. In addition, the relatively short history of the
PRC insurance industry in terms of claims experience may affect our ability to establish
actuarial assumptions for certain products, such as health care insurance products. We
evaluate our reserves periodically, based on changes in the assumptions and estimates used
to establish these reserves, as well as our actual policy benefits and claims experience. We
charge or credit changes in our reserves to expenses in the period the reserves are
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established or re-estimated. If the reserves originally established for future policy benefits
prove inadequate, we must increase our reserves, which may have a material adverse effect
on our business, financial condition and results of operations.

Competition in the PRC insurance industry is increasing and our business and
prospects will be harmed if we are not able to compete effectively.

We face competition in all areas of our business. Competition in the insurance industry is
based on many factors, including premiums charged and other terms and conditions of
coverage, services provided, financial ratings assigned by independent rating agencies, claims
services, reputation, perceived financial strength and the experience of the insurance
company in the line of insurance to be written. Our competitors include both domestic and
foreign-invested life insurance and property and casualty insurance companies, mutual fund
companies and other financial services providers. Some of these companies have greater
financial, management and other resources than we do, and may have more extensive
experience than us. Furthermore, these companies may be able to offer a broader range of
products and services, as well as establish their reserves more adequately, than us. In
addition, some of our domestic competitors have taken advantage of favorable governmental
policies that are applicable to them. For example, these competitors were allowed to establish
a nationwide business network before we were allowed to establish such a network.
Furthermore, in 2003, some of these competitors were also allowed to deduct certain
expenses not normally deductible under PRC tax law in connection with their respective
restructurings. The entry by foreign insurance companies into the PRC insurance market has
also continued to increase in recent years, and is expected to further increase as a result of
the PRC’s entry into the WTO. In particular, some of these new entrants may be able to
commence operations rapidly by forming alliances and joint ventures with other PRC
companies and by employing products and skills developed in their home markets. Some of
these new entrants may also adopt pricing strategies that are more aggressive than the PRC
insurance companies, including us. In addition, recent changes in PRC investment regulations
relaxing rules on the formation of mutual funds and sales of securities have led to greater
availability and variety of financial investment products. These products may be more attractive
to the public and adversely affect the sale of some of our products, including participating life
insurance and investment-linked products. The increased competitive pressures resulting from
these and other factors may materially and adversely affect our business and prospects, as
well as have a material adverse effect on our financial condition and results of operations by,
among other things:

e reducing our market share in our principal lines of business;

e decreasing our margins and spreads;

e reducing the growth of our customer base;

e increasing our policy acquisition costs;

® increasing our operating expenses, such as sales and marketing expenses; and
e increased turnover of management and sales personnel.
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We depend on select management and actuarial personnel as well as dedicated sales
agents, and could be materially and adversely affected by the loss of their services.

We depend on the continued service of our senior management members (including
Mr. Ma Mingzhe and Mr. Sun Jianyi) and skilled actuarial and other personnel. Our business
could suffer if we lose the services of any of these personnel and cannot adequately replace
them. In particular, we may be required to increase substantially the number of these
- employees in connection with our future growth plans, and there is intense competition for their
services in the PRC insurance industry. We cannot assure you that we will be able to retain
our present personnel or attract additional qualified personnel as and when needed. In
addition, we may need to increase employee compensation levels in order to retain our
existing officers and employees and attract the additional personnel we may require.

We also depend to a significant extent on sales agents to distribute our life insurance
products. In particular, we compete to attract and retain dedicated sales agents that distribute
our life insurance products. Intense competition exists for dedicated sales agents with
demonstrated ability. We compete for these agents with other insurance companies primarily
on the basis of our reputation, brand name, products, compensation and retirement benefits,
training, support services and financial position. While we have undertaken, and expect to
continue to undertake, various initiatives and measures to retain and attract our agents, we
cannot assure you that these initiatives will succeed in attracting new agents or retaining
existing agents. Sales and persistency in our businesses, as well as our financial condition and
results of operations, could be materially and adversely affected if we are unsuccessful in
attracting and retaining these sales agents.

The termination or disruption of our bancassurance arrangements in the PRC may
have a material adverse effect on our competitiveness and result in a decline in our
revenues and profits.

We currently have arrangements with China Post, the four largest national commercial
banks, many regional and local commercial banks in the PRC for the distribution of our
bancassurance products through their respective branch networks, the most significant of
which are with ICBC and Bank of China, two of the largest national commercial banks in
the PRC. Our sales through these bancassurance arrangements totaled approximately
RMB10,562 million, or approximately 16.7%, of our gross written premiums and policy fees
in 2003, with ICBC contributing approximately 42% of such sales. If we fail to maintain, or
experience significant disruptions with respect to, these arrangements, our competitiveness
may be adversely affected, and we may not be able to replace lost premium volumes with
premiums derived from other sources, which may have a material adverse effect on our
revenues and profits.

Our business and prospects would be materially and adversely affected to the extent
our cross-selling activities are not successful.

We intend to expand our business with our existing customers and increase our revenues
by expanding our cross-selling efforts. We cannot assure you, however, that our cross-selling
activities will be successful. In particular, the applicable PRC regulatory framework allows for a
high level of discretion on the part of the regulators empowered to oversee and review our
cross-selling activities, and licensing is required for certain cross-selling activities. If we are
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deemed to have violated any cross-selling regulations, we may be required to cease our cross-
selling activities, which may have a material adverse effect on our business and prospects. In
addition, we may need to significantly upgrade our existing information technology systems in
order to enable us to better understand and predict the behavioral patterns of our customers.
We cannot assure you that our efforts in this regard will be successful. Furthermore, the cross-
selling of insurance and other financial products is a relatively new concept in the PRC, and we
cannot assure you that our cross-selling activities would be widely accepted by our customers.

Catastrophic losses could materially reduce our profitability or cash flow.

Our property and casualty insurance operations expose us to claims arising out of
catastrophes. Earthquakes, typhoons, floods, wind, fires, explosions, industrial accidents and
other events may cause catastrophes, and the occurrence and severity of catastrophes are
inherently unpredictable. We recorded losses arising out of catastrophes in aggregate
amounts of approximately RMB360 million, RMB242 million and RMB226 million in 2001,
2002 and 2003, respectively. In accordance with IFRS, we do not establish reserves for
catastrophes in advance of their occurrence, and the loss or losses from a single catastrophe
or multiple catastrophes could be material to our financial condition and results of operations
or cash flow in any particular period.

If we are not able to obtain reinsurance on a timely basis or at all, we may be
required to bear increased risks or reduce the level of our underwriting
commitments.

Our ability to obtain reinsurance on a timely basis and at a reasonable cost is subject to a
number of factors, including prevailing market conditions, that are beyond our control. The
availability and cost of reinsurance may affect the volume of our business as well as our
profitability. In particular, we may be unable to maintain our current reinsurance coverage or to
obtain other reinsurance coverage in adequate amounts and at favorable rates. If we are
unable to renew our expiring coverage or to obtain new reinsurance coverage, either our net
risk exposure would increase or, if we are unwilling to bear an increase in net risk exposures,
our overall underwriting capacity and the amount of risk we are able to underwrite would
decrease. To the extent we are not able to obtain reinsurance on a timely basis and at a
reasonable cost, or at all, our business, financial condition and results of operations would be
materially and adversely affected.

A default by one or more of our reinsurers could materially and adversely affect our
financial condition and results of operations.

Like other major insurance companies in the world, we transfer some of the risk we
assume under the insurance policies we underwrite to reinsurance companies in exchange for
a portion of the premiums we receive in connection with the underwriting of these policies.
Although reinsurance makes the reinsurer liable to us for the risk transferred, it does not
discharge our liability to our policyholders. As a result, we are exposed to credit risk with
respect to reinsurers in all lines of our insurance business. In particular, a default by one or
more of our reinsurers under our existing reinsurance arrangements would increase our
financial losses arising out of a risk we have insured, which would reduce our profitability and
may adversely affect our liquidity position. For example, the applicable PRC regulations
relating to reinsurance currently require all PRC property and casualty insurers to cede 10% of
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gross written premiums under certain types of insurance policies to China Reinsurance
Company. In the event of a catastrophic loss that affects a significant number of PRC insurers,
China Reinsurance Company may not be able to pay us on a timely basis, or at all. In addition,
China Reinsurance Company is currently not rated by any of the recognized international
credit rating agencies. We also have life insurance treaty and property and casualty insurance
reinsurance arrangements with a number of international reinsurance companies, all of which
had a credit rating of at least A- from Standard and Poor’s at the time they entered into
reinsurance agreements with us. However, we cannot assure you that these reinsurance
companies will be able to meet their obligations under the existing reinsurance arrangements
on a timely basis, or at all, or that these insurance companies will be able to maintain a credit
rating of at least A- from Standard and Poor's during the term of their reinsurance
arrangements with us. If our reinsurers fail to pay us or fail to pay us on a timely basis, our
financial condition and results of operations could be materially and adversely affected.

RISKS RELATING TO OUR INVESTMENT PORTFOLIO

We may incur significant losses on our investments, which may cause our
investment income to decrease, and could have a material adverse effect on our
financial condition and results of operations.

Our investment returns, and thus our profitability, may be adversely affected from time to
time by conditions affecting our specific investments and, more generally, by market
fluctuations as well as general economic, market and political conditions. In particular, our
ability to make a profit on our insurance products depends in part on the returns on
investments supporting our obligations under these products, and the value of specific
investments may fluctuate substantially. Our investment income has been affected in 2001 and
2002 by decreases in the fair value of equity investments, as well as fluctuations in realized
gains and losses on the sale of investments, resulting from movements in market interest
rates, unfavorable conditions in the PRC securities markets and other factors. Future
movements in market interest rates, unfavorable conditions in the PRC securities markets or
other factors may cause our investment income to decrease significantly, and could have a
material adverse effect on our financial condition and resuits of operations.

Applicable PRC regulations limit our ability to diversify our investment portfolio as
well as seek an optimal return on our investments; as a result, a decrease in the
value of a particular type of investment may have a material adverse effect on our
financial condition and results of operations.

As a result of the current PRC regulatory restrictions, substantially all of our investment
assets are concentrated in a limited number of investments that are located in the PRC. A
detailed discussion of these restrictions is set forth in the section headed “Supervision and
Regulation — Insurance Business — Use of Insurance Funds”. As of December 31, 2003,
fixed deposits at commercial banks, government bonds, finance bonds for government
projects, corporate bonds of state-owned companies and equity investment funds investing in
shares of companies listed on the Shanghai and Shenzhen stock exchanges accounted for
approximately 50.2%, 24.5%, 12.3%, 6.9% and 2.9%, respectively, of our total investment
assets. Our inability to diversify our investment portfolio exposes us to a significant level of risk
associated with these types of investments. For example, as of December 31, 2003,
RMB43,497 million, or approximately 55.6% of our total fixed deposits or approximately 27.9%
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of our total investment assets, were concentrated in five commercial banks. A continued high
level of non-performing loans could affect the capital adequacy and solvency of commercial
banks, which may put our fixed deposits at risk. In addition, adverse market conditions or other
developments in the future may prevent us from continuing to enjoy the preferential long-term
deposit rates that we are currently able to secure from commercial banks. See the section
headed “Business — Investment Portfolio — Portfolio Composition — Fixed Deposits”.
Moreover, if the PRC government’s budget deficit continues to increase, the value of the
government and finance bonds we invest in may be adversely affected. In addition,
approximately 43.7% of our total investment assets as of December 31, 2003 consisted of
fixed maturity securities. The issuers whose fixed maturity securities we hold may fail to pay or
otherwise default on their obligations due to bankruptcy, a lack of liquidity, a downturn in the
economy, operational failure or other reasons. Losses due to these defaults could reduce our
profitability. Furthermore, the Shanghai and Shenzhen stock exchanges have experienced
significant volatility in recent years, and the value of shares of many companies listed on these
exchanges have experienced similar volatility. Consequently, a decrease in the value of any of
these types of investments could have a material adverse effect on our financial condition and
results of operations.

Certain of our fixed income investment assets are not rated, which may affect your
ability to independently evaluate the risks of our investments.

Unlike the prevailing practice for insurance companies in the United States and the
European Union, PRC insurance companies generally do not have a credit rating for their
investment assets. As a result, you may not be able to independently evaluate the risks of our
investments. To the extent we suffer significant losses on our investments, our financial
condition and results of operations would be materially and adversely affected.

Fluctuations in share values resulting from the volatility of the PRC securities market
may materially and adversely affect the value of our investment portfolio and our
financial condition and results of operations.

The PRC securities market is smaller and can be more volatile than the securities
markets in the United States and in certain European countries. In particular, the Shanghai
and Shenzhen stock exchanges have experienced substantial fluctuations in the prices and
trading volumes of listed securities, and there are currently limits on the range of daily price
movements. At December 31, 2003, 2.9% of our investment portfolio was invested in equity
investment funds, the value of which fluctuates depending on company specific and general
market conditions. The broad investment environment in the PRC has negatively affected the
value of these equity investment funds and may continue to do so in the future. Any decrease
in the value of our equity investment funds may materially and adversely affect the value of our
investment portfolio or shareholders’ equity.

RISKS RELATING TO THE PRC INSURANCE INDUSTRY

Our businesses are highly regulated and we may be materially and adversely affected
by future regulatory changes.

Our life insurance and property and casualty insurance businesses are regulated
primarily by the CIRC, and we are subject to laws regulating all aspects of our insurance
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business, including the recently amended PRC Insurance Law and related rules and
regulations. In addition, our trust and securities businesses are regulated by the CBRC and
the CSRC, respectively. Compliance with applicable laws, rules and regulations may restrict
our business activities. Furthermore, these laws, rules and reguiations may change from time
to time and we cannot assure you that future legislative or regulatory changes, including
deregulation, would not have a material adverse effect on our business, financial condition and
results of operations. Moreover, we may be required to increase our reserves in response to
future changes in CIRC rules and regulations. Furthermore, the adoption of any new life
mortality table may also affect, among other things, our business and prospects. We cannot
predict at this time the effect of potential regulatory changes on our business and profitability.
In addition, some of the laws, rules and regulations that we are subject to are relatively new
and therefore there remains uncertainty regarding their interpretation and application.
Moreover, failure to comply with any of the numerous laws, rules and regulations to which we
are subject could result in fines, suspension or, in extreme cases, business license revocation,
which could materially and adversely affect us. In particular, future laws, rules and regulations,
or the interpretation of existing or future laws, rules and regulations, may have a material
adverse affect on our business, financial condition and results of operations.

New entrants in the PRC insurance market as a result of the PRC joining the WTO
may increase competition and reduce our profitability.

As a result of the PRC joining the WTO in December 2001, the PRC government is
gradually reducing restrictions on foreign participation in the PRC insurance market. We
expect the PRC government o continue reducing these restrictions in accordance with the
PRC WTO accession agreement. This will result in the further opening of the PRC insurance
market to foreign insurance companies, and could erode certain competitive advantages that
we currently enjoy, such as our nationwide business network. In particular, the PRC has
undertaken in the accession agreement relating to its entry into the WTO to, over a period of
five years:

e eliminate geographic restrictions on business activities of foreign-invested insurance
providers;

e eliminate scope of business and ownership restrictions for foreign-invested property
and casualty insurance providers;

¢ c¢liminate scope of business restrictions for foreign-invested life insurance providers;
and

® increase the foreign ownership limit for life insurance providers to 50%.

The opening of the PRC insurance market to foreign insurance companies and the
resulting increased competition may materially and adversely affect our business as well as
our future profitability.
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All of our insurance agents are required to obtain a qualification certificate from the
CIRC and register with the relevant local bureau of the SAIC; if the regulatory
authorities decide to enforce these qualification and registration requirements, our
business may be materially and adversely affected.

Insurance agents in the PRC are required to obtain a qualification certificate from the
CIRC in order to conduct insurance agency business. See the section headed “Supervision
and Regulation — Insurance Agents”. Approximately 28% of our individual insurance agents
had not obtained such a certificate as of December 31, 2003. We believe the CIRC has not, to
date, taken any action against an insurance company or its individual insurance agents for
failing to be so qualified. In May 2004, the CIRC issued a circular requiring insurance
companies to adopt effective measures in carrying out the qualification certificate requirement.
If the CIRC were to enforce this regulation in the future, and if a substantial number of our
individual insurance agents do not become licensed, we would lose a significant number of our
individual insurance agents, which could adversely affect our ability to service our customers,
as well as our plan to further develop our individual life insurance business. This could have a
material and adverse effect on our future growth and prospects. Moreover, we may be subject
to fines and other administrative proceedings for the failure of our insurance agents to obtain
the necessary CIRC qualification certificate. Any such fines or administrative proceedings
could materially and adversely affect our business, financial condition and results of
operations.

Under the PRC Insurance Law, insurance agents are required to be registered with, and
obtain a business license from, the relevant local bureau of the SAIC. Historically, this
requirement has not been generally enforced, and it is our understanding that the SAIC does
not have procedures in place to effect the registration and licensing of individual insurance
agents. Consequently, substantially all of our individual insurance agents are not in
compliance with this requirement. We believe other insurance companies operating in the
PRC operate under similar circumstances. To date, this noncompliance has not had a material
adverse effect on our business. We do not know whether the local bureau of the SAIC will
enforce this requirement in the future. If this requirement were to be enforced in the future, our
insurance agents would be required to register and obtain a business license. We cannot
assure you that all of our individual insurance agents would obtain such licenses. The
enforcement of this requirement could adversely affect the composition and effectiveness of
our individual insurance agent distribution system, which could have a material adverse effect
on our business.

The further development of regulations in the PRC may impose additional costs and
restrictions on our activities.

We operate in a highly regulated industry. The CIRC supervises and administers the
insurance industry in the PRC. In exercising its authority, the CIRC is given wide discretion.
The PRC insurance regulatory regime is undergoing significant change as it moves toward a
more transparent regulatory process. Some of these changes may result in additional costs or
restrictions on our activities. In particular, some of the changes may require us to take
additional steps to comply with new rules and regulations on a timely basis. We cannot assure
you that we will be able to achieve full compliance with any such new rules and reguilations
within any prescribed timeframe, and any such compliance may result in our incurring
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increased compliance and other costs. Moreover, because the terms of our products are
subject to regulations, changes in regulations may affect our profitability on the policies and
contracts we issue. For example, under guidelines issued by the CIRC, the dividends on our
participating products must be no less than 70% of the distributable earnings from
participating products. If this level were to be increased in the future, our profitability could be
materially and adversely affected.

Our ability to comply with minimum solvency requirements is affected by a number
of factors, and our compliance may force us to raise additional capital, which could
be dilutive to you, or could reduce our growth.

We are required by CIRC regulations to maintain our solvency at a level in excess of
minimum solvency levels. Our minimum solvency is affected primarily by the policy reserves
we are required to maintain which, in turn, are affected by the volume of insurance policies we
sell and by regulations on the determination of statutory reserves. Our solvency is also
affected by a number of other factors, including the profit margin of our products, returns on
our investments, underwriting and acquisition costs, and policyholder and shareholder
dividends. If we continue to grow rapidly in the future, or if the required solvency level is
increased in the future, we may need to raise additional capital to meet our solvency
requirement, which would be dilutive to you. if we are not able to raise additional capital, we
may be forced to reduce the growth of our business.

The rate of growth of the PRC insurance market may not be as high or as
sustainable as we anticipate.

The rate of growth of the PRC insurance market may not be as high or as sustainable as
we anticipate. This may be the case even though we expect the insurance market in the PRC
to expand and the penetration rate to rise with the growth of the PRC economy and household
wealith, continued social welfare reform, demographic changes and the opening of the PRC
insurance market to foreign participants. The impact on the PRC insurance industry of certain
trends and events, such as the pace of economic growth in the PRC, the PRC’s accession to
the WTO and the ongoing reform of the social welfare system is generally prospective and is
currently not clear. Consequently, the growth and development of the PRC insurance market is
subject to a number of uncertainties that are beyond our control.

GENERAL RISKS RELATING TO THE PRC

Substantially all of our assets are located in the PRC, and substantially all of our
revenues are derived from our operations in the PRC. Accordingly, our financial condition,
results of operations and prospects will be affected to a significant extent by economic, political
and legal developments in the PRC.

The PRC’s economic, political and social conditions and government policies could
affect our business.

Substantially all of our business, assets and operations are located in the PRC. The
economy of the PRC differs from the economies of most developed countries in many
respects, including:

e government involvement;
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e level of development;

e growth rate;

e control of foreign exchange; and
e allocation of resources.

While the PRC’s economy has experienced significant growth in the past twenty years,
such growth has been concentrated in certain geographic areas and sectors of the economy.
The PRC government has implemented various measures to encourage economic growth and
guide the allocation of resources. Some of these measures benefit the overall economy of the
PRC, but may also have a negative effect on us. For example, our operating results may be
adversely affected by government control over capital investments or changes in applicable tax
regulations.

The economy of the PRC has been transitioning from a planned economy to a more
market-oriented economy. Although the PRC government has in recent years implemented
measures emphasizing the utilization of market forces for economic reform, the reduction of
state ownership of productive assets and the establishment of sound corporate governance in
business enterprises, a substantial portion of productive assets in the PRC is still owned by
the PRC government. In addition, the PRC government continues to play a significant role in
regulating industry development by imposing industrial policies. The PRC government also
exercises significant control over the PRC’s economic growth through the allocation of
resources, controlling payment of foreign currency-denominated obligations, setting monetary
policy and providing preferential treatment to particular industries or companies.

Government control of currency conversion and future movements in exchange rates
could have a material adverse effect on our operations and financial results, as well
as affect our ability to pay dividends in foreign currencies.

We receive substantially all of our revenues in Renminbi, which currently is not a freely
convertible currency. A portion of these revenues must be converted into other currencies to
meet our foreign currency obligations. We need to obtain foreign currency to pay dividends
declared, if any, in respect of our H Shares and to pay foreign exchange expenses and
liabilities, if any.

Under the PRC’s existing foreign exchange regulations, following the completion of the
Global Offering, we will be able to pay dividends in foreign currencies without prior approval
from the State Administration of Foreign Exchange by complying with certain procedural
requirements. However, the PRC goverrment may take measures at its discretion in the future
to restrict access to foreign currencies »r current account transactions if foreign currencies
become scarce in the PRC. We may not be able to pay dividends in foreign currencies to our
shareholders if the PRC government restricts access to foreign currencies for current account
transactions.

Foreign exchange transactions under our capital account continue to be subject to
significant foreign exchange controls and require the approval of the State Administration of
Foreign Exchange. These limitations could affect our ability to obtain foreign exchange through
equity financing, or to obtain foreign exchange for capital expenditures.
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An economic slowdown in the PRC may materially and adversely affect our financial
condition and results of operations, as well as our future prospects.

We conduct most of our business and generate substantially all of our revenues in the
PRC. As a result, economic conditions in the PRC have a significant effect on our financial
condition and results of operations, as well as our future prospects. Since 1978, the PRC has
been one of the world’s fastest growing economies in terms of GDP growth. Between 1978
and 2003, GDP of the PRC increased from approximately RMB362 billion to approximately
RMB11,690 billion. We cannot assure you, however, that such growth will be sustained in the
future. Moreover, a slowdown in the economies of the United States, the European Union and
certain Asian countries may adversely affect economic growth in the PRC. In addition, any
future outbreak of SARS may cause a decrease in the level of economic activity and adversely
affect economic growth in the PRC, Asia and elsewhere in the world. We cannot assure you
that our financial condition and results of operations, as well as our future prospects, will not
be materially and adversely affected by an economic downturn in the PRC.

Fluctuations of the Renminbi could have a material adverse effect on our financial
condition and results of operations, as well as reduce the value of, and dividends
payable on, our H Shares in foreign currency terms.

The value of the Renminbi fluctuates and is subject to changes in the PRC’s political and
economic conditions. Since 1994, the conversion of Renminbi into foreign currencies,
including Hong Kong and US dollars, has been based on rates set by the PBOC, which are set
daily based on the previous day’s interbank foreign exchange market rates and current
exchange rates on the world financial markets. Since 1994, the official exchange rate for the
conversion of Renminbi to US dollars has generally been stable. Any devaluation of the
Renminbi, however, may adversely affect the value of, and dividends, if any, payable on, our H
Shares in foreign currency terms, since we will receive substantially all of our revenues, and
express our profits, in Renminbi. In addition, as a result of the subscription by HSBC Insurance
of a 10% equity interest (as enlarged by the subscription) in our Company for US$600 million
in November 2002, fluctuations in the exchange rate used to translate US dollar amounts into
Renminbi for financial reporting purposes may impact our reported financial position and
results of operations from year to year. Our financial condition and results of operations may
also be affected by changes in the value of certain currencies, such as Hong Kong dollars and
US dollars, other than the Renminbi, in which our earnings and obligations are denominated.
See Appendix V — “Taxation and Foreign Exchange”.

The PRC legal system has inherent uncertainties that could limit the legal
protections available to you.

We are organized under the laws of the PRC. The PRC legal system is based on written
statutes. Prior court decisions may be cited for reference but have limited precedential value.
Since 1979, the PRC government has promulgated laws and regulations dealing with
economic matters, such as foreign investment, corporate organization and governance,
commerce, taxation and trade. However, because these laws and regulations are relatively
new, and because of the limited volume of published cases and their non-binding nature,
interpretation and enforcement of these laws and regulations involve uncertainties.
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Our Articles of Association provide that disputes between holders of H Shares and us,
our Directors, Supervisors or officers or holders of Domestic Shares, arising out of our Articles
of Association or any rights or obligations conferred or imposed upon by the PRC Company
Law and related rules and regulations concerning our affairs, including the transfer of our
Shares, are to be resolved through arbitration rather than by a court of law. A claimant may
elect arbitration organizations in Hong Kong or the PRC. Awards that are made by the PRC
arbitral authorities recognized under the Arbitration Ordinance of Hong Kong can be enforced
in Hong Kong. Hong Kong arbitration awards are also enforceable in the PRC. However, to our
knowledge, no action has been brought in the PRC by any hoider of H Shares to enforce an
arbitral award, and we cannot assure you as to the outcome of any action brought in the PRC
by any holder of H Shares to enforce an arbitral award made in favor of holders of H Shares.
Moreover, to our knowledge, there has not been any published report of judicial enforcement
in the PRC by holders of H Shares of their rights under our Articles of Association or the PRC
Company Law.

In addition, under the applicable PRC laws, it is not clear whether shareholders have the
right to sue the directors, supervisors, officers or other shareholders on behalf of a corporation
to enforce a claim against such party or parties that the corporation has failed to enforce itself.
Our shareholders may have to rely on other means to enforce their rights directly, such as
through administrative proceedings. PRC laws, rules and regulations applicable to companies
listed overseas do not distinguish among minority and controlling shareholders in terms of
their rights and protections. Furthermore, our minority shareholders may not have the same
protections afforded to them by companies incorporated under the laws of the United States
and certain other countries.

Holders of more than 10% or such percentage as specified by the CIRC from time to
time, whichever is higher, of our issued and outstanding Shares may not be able to
fully exercise their rights as our shareholder.

Our Articles of Association provide that, without the prior approval of the CIRC, any
shareholder (including holders of H Shares represented by ADSs) that owns, directly or
indirectly, more than 10% or such percentage as specified by the CIRC from time to time,
whichever is higher, of our issued and outstanding Shares will not be able to exercise, with
respect to the amount of Shares (including H Shares represented by ADSs) that are in excess
of the applicable ownership limitation, the right to vote at the general or class meeting of our
shareholders or to nominate our directors and supervisors. In addition, under the PRC
Insurance Law, any acquisition of Shares (including H Shares represented by ADSs) that
results in the holder owning, directly or indirectly, 10% or more of our issued and outstanding
Shares requires the prior approval of the CIRC. See the section headed “Supervision and
Regulation” and Appendix VIl — “Summary of Articles of Association”. As a result, holders of
more than 10% or such percentage as specified by the CIRC from time to time, whichever is
higher, of our issued and outstanding Shares (including holders of H Shares represented by
ADSs) may not be able to fully exercise their shareholder rights.

You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management.

We are a company incorporated under the laws of the PRC, and substantially all of our
assets and our subsidiaries are located in the PRC. In addition, most of our Directors and
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officers reside within the PRC, and the assets of our Directors and officers may be located
within the PRC. As a result, it may not be possible to effect service of process within the United
States or elsewhere outside of the PRC upon most of our Directors and officers, including with
‘respect to matters arising under the U.S. Federal securities laws or applicable state securities
laws. Moreover, our PRC legal counsel, Commerce & Finance Law Offices, has advised us
that the PRC does not have treaties providing for the reciprocal and enforcement of judgments
of courts with the United States, the United Kingdom, Japan or most other Western countries.
In addition, our Hong Kong counsel, Dibb Lupton Alsop, has advised us that Hong Kong has
no arrangement for the reciprocal enforcement of judgments with the United States. As a
result, recognition and enforcement in the PRC of judgments of a court in the United States
and any of the other jurisdictions mentioned above in relation to any matter not subject to a
binding arbitration provision may be difficult or impossible.

In addition, although we will be subject to the Hong Kong Listing Rules and the Hong
Kong Takeovers Codes upon the listing of our H Shares on the Hong Kong Stock Exchange,
the holders of H Shares will not be able to bring actions on the basis of violations of the Hong
Kong Listing Rules and must rely on the Hong Kong Stock Exchange to enforce its rules.
Furthermore, the Hong Kong Takeovers Codes do not have the force of law and provides only
standards of commercial conduct considered acceptable for takeover and merger transactions
and share repurchases in Hong Kong.

Holders of H Shares may be subject to PRC taxation.

Under the PRC’s current tax laws, regulations and rulings, dividends paid by us to holders
of H Shares outside the PRC are currently exempted from PRC income tax. In addition, gains
realized by individuals or enterprises upon the sale or other disposition of H Shares are
currently exempted from PRC income tax. If the exemptions are withdrawn in the future,
holders of H Shares may be required to pay withholding tax on dividends, which is currently
imposed at the rate of 20%, or capital gains tax, which may currently be imposed upon
individuals at the rate of 20%. See Appendix V — “Taxation and Foreign Exchange”.

Payment of dividends is subject to restrictions under PRC law.

Under PRC law, dividends may be paid only out of distributable profits. Distributable
profits means our after-tax profits as determined under PRC GAAP or IFRS, whichever is
lower, less any recovery of accumulated losses and allocations to statutory funds that we are
required to make. Any distributable profits that are not distributed in a given year are retained
and available for distribution in subsequent years. However, we will not ordinarily pay any
dividends in a year in which we do not have any distributable profits.

The calculation of distributable profits for an insurance company under PRC GAAP differs
in a few respects from the calculation under IFRS. As a result, we may not be able to pay any
dividends in a given year if we do not have distributable profits as determined under PRC
GAAP, even if we have profits for that year as determined under IFRS. Payment of dividends
by us is also regulated by the PRC Insurance Law. See the section headed “Financial
Information — Dividend Policy”.
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RISKS RELATING TO THE GLOBAL OFFERING

An active trading market for our H Shares and ADSs may fail to develop or be
sustained, and their trading prices may fluctuate significantly.

Prior to the Global Offering, no public market for our H Shares or ADSs existed. Following
the completion of the Global Offering, the Hong Kong Stock Exchange will be the only market
for the H Shares. We cannot assure you that an active trading market for our H Shares and
ADSs will develop or be sustained after the Global Offering. In addition, we cannot assure you
that our H Shares and ADSs will trade in the public market subsequent to the Global Offering
at or above the Offer Price. The Offer Price for the H Shares and the ADSs is expected to be
fixed by agreement among the Joint Global Coordinators (on behalf of the Hong Kong
Underwriters and the International Purchasers) and us (for the Company and on behalf of the
Selling Shareholders), and may not be indicative of the market price of the H Shares and the
ADSs following the completion of the Global Offering. If an active trading market for our

“H Shares and ADSs does not develop or is not sustained after the Global Offering, the market
price and liquidity of our H Shares and ADSs could be materially and adversely affected.

Future sales, or perceived sales, of substantial amounts of our H Shares or ADSs in
the public market could have a material adverse effect on the prevailing market price
of our H Shares or ADSs. ’

The market price of our H Shares or ADSs could decline as a result of future sales of
substantial amounts of our H Shares or ADSs or other securities relating to our H Shares in
the public market or the issuance of new H Shares, or the perception that such sales or
issuances may occur. In particular, the Unlisted Foreign Shares owned by the GS Investor, the
MS Investor, HSBC Insurance and Dai-Ichi Mutual Life Insurance Company will be converted
into H Shares upon completion of the Global Offering. These converted H Shares will be
available for sale after their respective lock-up periods end. Future sales, or perceived sales, of
substantial amounts of our H Shares or ADSs could also materially and adversely affect our
ability to raise capital in the future at a time and at a price we deem appropriate. In addition,
our shareholders may experience dilution in their holdings to the extent we issue additional
securities in future offerings.

Our actual financial performance could vary materially from the prospective financial
information contained in this prospectus, which may adversely affect the market
price of our H Shares or ADSs.

The profit forecast set forth in the section headed “Financial Information — Profit
Forecast” represent our estimate of our net income and earnings per Share for the year
ending December 31, 2004. The profit forecast was prepared in accordance with market
practice in Hong Kong, and was not prepared with a view towards compliance with published
guidelines of the U.S. Securities and Exchange Commission and the American Institute of
Certified Public Accountants. For these reasons, you should only consider the profit forecast
after carefully evaluating all of the risks described in this prospectus, including the risks
described in this section and throughout this prospectus. The profit forecast is based on,
among others, a number of estimates and assumptions set forth in Appendix Il to this
prospectus, and is necessarily speculative in nature. In particular, it is expected that one or
more of the estimates and assumptions on which the profit forecast is based may not
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materialize or may vary significantly from actual results, and that such variances will likely
increase over time. Furthermore, unanticipated events could adversely affect the actual results
that we achieve in 2004. In addition, the profit forecast was prepared as of May 31, 2004 and
has not been updated for any subsequently available information. Accordingly, actual results
during the period covered will vary from the profit forecast, which variations may be material
and adverse. Furthermore, subject to the requirements of the Hong Kong Listing Rules, we do
not intend to update or otherwise revise the profit forecast in the future, whether as a result of
new information, future events or otherwise.

The embedded value of our Company, and the value of one year’s sales in respect of
our new life insurance business, are calculated based on, among other things, a
number of assumptions used in the calculations, and you should not rely on these
values as a measure of our actual value and performance.

The financial information set forth in the section headed “Embedded Value” include an
estimate of the embedded value of our Company, which is an actuarially determined estimate
of the economic value (excluding any value attributed to future new business) of our Company.
We have also included an estimate of the value of one year's sales in respect of our new
insurance business. The calculation of these values has been reviewed by Watson Wyatt
Insurance Consulting Limited, which operates within the Watson Wyatt Worldwide Alliance
(“Watson Wyatt”), an independent firm of consulting actuaries, and the related report of
Watson Wyatt is set forth in Appendix IV to this prospectus. The calculation of these values
necessarily makes numerous assumptions with respect to, among others, industry
performance, general business and economic conditions, investment return, reserving
standards, life expectancy, business growth rates and other matters, many of which are
beyond our control. As a result, actual future experience may vary from those assumed in the
calculation, and these variations may be material. In addition, the calculation of embedded
value does not extend to insurance policies underwritten after the date covered by Watson
Wyatt's report set forth in Appendix IV to this prospectus, and the calculations of embedded
value and the value of one year’s sales in respect of our new life insurance business are by its
nature dependent upon the assumptions regarding the variables used in such calculations,
most of which are subjective. Consequently, these values are inherently not predictive.
Furthermore, since our actual market value is determined by investors based on a variety of
information available to them, these values should not be construed to be a direct reflection of
our actual market value and performance, and should not be construed to have any correlation
with the price of our Shares. The inclusion of these values in this prospectus should not be
regarded as a representation by us, Watson Wyatt, the Underwriters or any other person of our
future profitability. For these reasons, you should only consider these values after carefully
evaluating all of the risks described in this prospectus, including the risks described in this
section and throughout this prospectus. Furthermore, we do not intend to update or otherwise
revise these values in the future, whether as a result of new information, future events or
otherwise.




INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus contains particulars given in compliance with the Companies Ordinance,
the Securities and Futures (Stock Market Listing) Rules and the Hong Kong Listing Rules for
the purpose of giving information to the public with regard to our Company. The Directors
collectively and individually accept full responsibility for the accuracy of the information
contained in this prospectus and confirm, having made ali reasonable enquiries, that, to the
best of their knowledge and belief, there are no other facts the omission of which would make
any statement in this prospectus misleading.

CSRC APPROVAL

The CSRC has given its approval for the Global Offering and the making of the
application to list the H Shares on the Hong Kong Stock Exchange. In granting such approval,
the CSRC accepts no responsibility for the financial soundness of our Company, nor for the
accuracy of any of the statements made or opinions expressed in this prospectus or in the
Application Forms.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. For applicants under the Hong Kong Public Offering,
this prospectus and the Application Forms contain the terms and conditions of the Hong Kong
Public Offering.

The listing of the Offer Shares on the Hong Kong Stock Exchange is sponsored by the
Sponsor and the Co-Sponsors. The Global Offering is managed by the Joint Global
Coordinators. Pursuant to the Hong Kong Underwriting Agreement, the Hong Kong Public
Offering is underwritten by the Hong Kong Underwriters. The International Purchase
Agreement is expected to be entered into on or about June 18, 2004, subject to agreement on
the Offer Price among us (for the Company and on behalf of the Selling Shareholders) and the
Joint Global Coordinators (on behalf of the Underwriters). If, for any reason, the Offer Price is
not agreed among us (for the Company and on behalf of the Selling Shareholders) and the
Joint Global Coordinators (on behalf of the Underwriters), the Global Offering will not proceed.
Further details about the Underwriters and the underwriting arrangements are contained in the
section headed “Underwriting”.

SELLING RESTRICTIONS

Each person acquiring Hong Kong Offer Shares will be required to confirm, or by his
acquisition of Hong Kong Offer Shares be deemed to confirm, that he is aware of the
restrictions on offers of the Offer Shares described in this prospectus.

No action has been taken to permit an offering of the Offer Shares or ADSs or the
distribution of this prospectus in any jurisdiction other than Hong Kong. Accordingly, this
prospectus may not be used for the purpose of, and does not constitute, an offer or invitation in
any jurisdiction or in any circumstances in which such an offer or invitation is not authorized or
to any person to whom it is unlawful to make such an offer or invitation.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

United States

The Offer Shares and the ADSs have not been registered under the US Securities Act
and may not be offered or sold within the United States or to, or for the account or benefit of,
U.S. persons (as defined in Regulation S) except pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the US Securities Act.

The International Purchasers propose to place Offer Shares and ADSs outside of the
United States in offshore transactions in reliance on Regulation S under the US Securities Act
and in accordance with applicable law. Certain of the International Purchasers propose to
place Offer Shares and ADSs, through their respective U.S. selling agents, only to qualified
institutional buyers (as such term is defined in Rule 144A under the US Securities Act) in the
United States. Any offer or sale of Offer Shares or ADSs in the United States will be made by
broker-dealers who are registered as such under the US Exchange Act.

Until the expiration of 40 days after the later of the commencement of the Global Offering
and the date of the closing of the Global Offering, an offer or sale of Offer Shares or ADSs
within the United States by a dealer whether or not participating in the Global Offering may
violate the registration requirements of the US Securities Act if such offer or sale is made
otherwise than in accordance with an exemption from, or in transaction not subject to, such
requirements or in accordance with Rule 144A.

The Offer Shares and the ADSs have not been approved or disapproved by the
US Securities and Exchange Commission, any state securities commission in the United
States or any other United States regulatory authority, nor have any of the foregoing
authorities passed upon or endorsed the merits of the Global Offering or the accuracy or
adequacy of this prospectus. Any representation to the contrary is a criminal offense in the
United States.

Canada

The Offer Shares and ADSs may not be offered or sold, directly or indirectly, in any
province or territory of Canada or to, or for the benefit of, any resident of any province or
territory of Canada except pursuant to an exemption from the requirement to file a prospectus
in the province or territory of Canada in which such offer or sale is made and therein only by
persons permitted under applicable laws to sell the Offer Shares and ADSs.

United Kingdom

This prospectus has not been approved by an authorized person in the United Kingdom
and has not been registered with the Registrar of Companies in the United Kingdom. The Offer
Shares and ADSs may not be offered or sold in the United Kingdom and, prior to the expiry of
a period of six months from the latest date of the issue of the Offer Shares and ADSs, the Offer
Shares and ADSs may not be offered or sold to any persons in the United Kingdom except to
persons whose ordinary activities involve them in acquiring, holding, managing or disposing of
investments (as principal or agent) for the purposes of their businesses, or otherwise in
circumstances which have not resulted and will not result in an offer to the public in the United
Kingdom within the meaning of the Public Offers of Securities Regulations 1995 (as amended)
and where applicable provisions of the Financial Services and Markets Act 2000 (the
“FSMA”’) with respect to anything done by it in relation to any Offer Shares and ADSs in, from
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or otherwise involving the United Kingdom have been complied with. In addition, no person
may communicate or cause to be communicated any invitation or inducement to engage in
investment activity (within the meaning of section 21 of the FSMA) received by such person in
connection with the issue or sale of any Offer Shares and ADSs except in circumstances in
which section 21(1) of the FSMA does not apply to the Company.

Japan

It is expected that a public offering without a listing of the Offer Shares will be made in
Japan. The Offer Shares may not be offered or sold directly or indirectly, in Japan or to, or for
the account of, any resident of Japan, except in accordance with the terms and conditions of a
public offering without listing of Offer Shares in Japan stated in the securities registration
statement filed on May 28, 2004 (as amended) with the Japanese authority under, or pursuant
to, any exemption from the registration requirements of the Securities and Exchange Law of
Japan and otherwise in compliance with applicable provisions of Japanese law. As used in this
paragraph, “resident of Japan” means any person residing in Japan, including any corporation
or other entity organized under the laws of Japan.

Singapore

This prospectus has not been, and will not be, registered as a prospectus with the
Monetary Authority of Singapore. The Offer Shares and ADSs may not be offered or sold, nor
be made the subject of an invitation for subscription or purchase and this prospectus and any
document or other material relating to the Offer Shares and ADSs may not be circulated or
distributed, either directly or indirectly, to the public or any member of the public in Singapore
other than (i) to an institutional investor or other person specified in Section 274 of the
Securities and Futures Act, Chapter 289 of Singapore (the ‘“SFA”), (ii) to a sophisticated
investor, and in accordance with the conditions, specified in Section 275 of the SFA, or
(iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable
provision of the SFA.

People’s Republic of China

This prospectus does not constitute a public offer of the Offer Shares or ADSs, whether
by way of sale or subscription, in the PRC. The Offer Shares or ADSs are not being offered
and may not be offered or sold directly or indirectly in the PRC to or for the benefit of, legal or
natural persons of the PRC. According to the laws and regulatory requirements of the PRC,
the H Shares and ADSs may, subject to the laws and regulations of the relevant jurisdictions,
only be offered or sold to natural or legal persons in Taiwan, Hong Kong or Macau or any
country other than the PRC, whether by means of a prospectus or otherwise.

Germany

This prospectus is not a Securities Selling Prospectus (Wertpapier-Verkaufsprospekt)
within the meaning of the German Securities Prospectus Act of September 9, 1998, as
amended, (the “Prospectus Act”) (Wertpapier-Verkaufsprospektgesetz) and has not been
filed with and approved by the German Federal Financial Supervisory Authority (Bundesan-
stalt fur Finanzdienstleistungsaufsicht — BaFin) or any other competent German authority
under the relevant laws, and the Offer Shares and ADSs may not be offered or sold and copies
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of this prospectus or any document relating to the Offer Shares and ADSs may not be
distributed directly or indirectly in Germany except to persons falling within the scope of
paragraph 2 numbers 1, 2 and 3 of the Prospectus Act.

Netherlands

The Offer Shares and ADSs may not, directly or indirectly, be offered, sold, transferred or
delivered in or from the Netherlands, whether at their initial distribution or at any time
thereafter, and neither this prospectus nor any other document in respect of the Giobal
Offering may be distributed or circulated in or from the Netherlands, other than to individuals or
legal entities, who or which trade or invest in securities in the conduct of their profession or
trade (which includes banks, investment institutions, securities intermediaries, insurance
companies, pension funds, other institutional investors and treasury departments and finance
companies of large enterprises).

CERTAIN MATTERS RELATING TO THE HONG KONG PUBLIC OFFERING
Application for Listing on the Hong Kong Stock Exchange

We have applied to the Listing Committee of the Hong Kong Stock Exchange for the
listing of, and permission to deal in, the Offer Shares including any Offer Shares which may be
issued or sold pursuant to the exercise of the Over-allotment Option, and the H Shares
resulting from the conversion of the Company’s existing Unlisted Foreign Shares. See the
section headed “Business — Overseas Investors”. Dealings in the H Shares on the
Hong Kong Stock Exchange are expected to commence on June 24, 2004.

Save as disclosed in this prospectus, no part of our share or loan capital is listed on or
dealt in on any other stock exchange and no such listing or permission to list is being or
proposed to be sought in the near future.

H Share Register and Stamp Duty

All of the H Shares issued pursuant to applications made in the Hong Kong Public
Offering will be registered on our H Share register to be maintained in Hong Kong. Our
principal register of members will be maintained by us at our head office in the PRC.

Dealings in the H Shares registered on our H Share register will be subject to Hong Kong
stamp duty. See Appendix V — “Taxation and Foreign Exchange”.

Professional Tax Advice Recommended

Applicants for the Hong Kong Offer Shares are recommended to consult their
professional advisers if they are in any doubt as to the taxation implications of holding and
dealing in H Shares. It is emphasized that none of us, the Selling Shareholders, the Joint
Global Coordinators, the Sponsor and Co-Sponsors, the Underwriters, none of their respective
directors, nor any other person or party involved in the Global Offering accepts responsibility
for any tax effects or liabilities of holders of H Shares resulting from the subscription, purchase,
holding or disposal of H Shares.
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Registration of Subscription, Purchase and Transfer of H Shares

We have instructed Computershare Hong Kong Investor Services Limited, our H Share
registrar, and Computershare Hong Kong Investor Services Limited has agreed, not to register
the subscription, purchase or transfer of any H Shares in the name of any particular holder
unless and until the holder delivers a signed form to our H Share registrar in respect of those
H Shares bearing statements to the effect that the holder:

(i) agrees with us and each of our shareholders, and we agree with each shareholder,
to observe and comply with the PRC Company Law, the Special Regulations, and
the Articles of Association;

(i)  agrees with us, each of our shareholders, Directors, Supervisors, managers and
officers, and each of us acting for ourselves and for each of our Directors,
Supervisors, managers and officers agrees with each of our shareholders to refer
all differences and claims arising from the Articles of Association or any rights or
obligations conferred or imposed by the PRC Company Law or other relevant laws
and administrative regulations concerning our affairs to arbitration in accordance
with the Articles of Association, and any reference to arbitration shall be deemed to
authorize the arbitration tribunal to conduct hearings in open session and to
publish its award, which arbitration shall be final and conclusive. See
Appendix VIl — “Summary of Articles of Association”;

(i) agrees with us and each of our shareholders that the H Shares are freely
transferable by the holders thereof; and

(iv) authorizes us to enter into a contract on his behalf with each of our Directors and
officers whereby such Directors and officers undertake to observe and comply with
their obligations to our shareholders as stipulated in the Articles of Association.

STABILIZATION

In connection with the Global Offering, Goldman Sachs (Asia) L.L.C. (the “‘Stabilizing
Manager’’), and/or its affiliates and agents on behalf of the Underwriters, in consultation with
the other Joint Global Coordinators may over-allocate or effect any other transactions with a
view to supporting the market price of the H Shares and ADSs at a level higher than that which
might otherwise prevail for a limited period after the commencement of frading in the
H Shares. However there is no obligation on the Stabilizing Manager to do this. Such
stabilizing action, if taken, may be discontinued at any time, and must be brought to an end
after a limited period. The stabilizing action which may be taken by the Stabilizing Manager
may include primary and ancillary stabilizing action such as purchasing or agreeing to
purchase any of the H Shares or ADSs, exercising the Over-allotment Option, stock borrowing,
establishing a short position in the H Shares or ADSs, liquidating long positions in the H
Shares or ADSs or offering or attempting to do any such actions. The number of H Shares
which can be over-allocated will not exceed the number of H Shares which may be issued or
sold under the Over-allotment Option, namely 208,183,000 H Shares, which is approximately
15% of the H Shares initially available under the Global Offering.

The Stabilizing Manager may, in connection with the stabilizing action, maintain a ong
position in the H Shares or ADSs. There is no certainty regarding the extent to which and the
time period for which the Stabilizing Manager will maintain any such position. In the event of
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any liquidation of any such long position, there may be an impact on the market price of the
H Shares or ADSs. Stabilizing action cannot be taken to support the price of any H Shares and
ADSs for longer than the stabilizing period, which begins on the commencement of trading of
the H Shares and ADSs and ends 30 days from the last day for lodging of applications under
the Hong Kong Public Offering. The stabilizing period is expected to expire on July 17, 2004,
and after this date, demand for the H Shares and ADSs and therefore their price, couid fall.
Investors should be aware that the price of the H Shares and ADSs cannot be assured to stay
at or above the Offer Price by the taking of any stabilizing action. Stabilizing bids may be made
or transactions effected in the course of stabilizing action at any price below the Offer Price.
Such transactions may be effected in all jurisdictions where it is permissible to do so, in each
case in compliance with all applicable laws and regulatory requirements. Such transactions, if
commenced, may be discontinued at any time.

Stabilization is a practice used by underwriters in some markets to facilitate the
distribution of securities. To stabilize, underwriters may bid for, or purchase, the newly issued
securities in the secondary market, during a specified period of time, to retard and, if possible,
prevent a decline in the initial public offer price of the securities. In Hong Kong, the stabilization
price will not exceed the Offer Price.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for applying for Hong Kong Offer Shares is set forth in the section headed
“How to apply for Hong Kong Offer Shares” and in the Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set forth in the
section headed “Structure of the Global Offering”.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain Renminbi
amounts into Hong Kong dollars, of Renminbi amounts into US dollars and of Hong Kong
dollars into US dollars at specified rates. You should not construe these translations as
representations that the Renminbi amounts could actually be converted into any Hong Kong
dollar or US dollar amounts (as the case may be) at the rates indicated or at all. Unless we
indicate otherwise, the transliations of Renminbi into Hong Kong dollars, of Renminbi into
US dollars and of Hong Kong dollars into US dollars have been made at the rate of
RMB1.0657 to HK$1.00, the PBOC Rate prevailing on December 31, 2003, RMB8.2767 to
US$1.00 and HK$7.7640 to US$1.00, the noon buying rates in New York City for cable
transfers as certified for customs purposes by the Federal Reserve Bank of New York on
December 31, 2003, respectively. Any discrepancies in any table between totals and sums of
amounts listed therein are due to rounding. Further information on exchange rates is set forth
in Appendix V — “Taxation and Foreign Exchange”.




PARTIES INVOLVED IN THE GLOBAL OFFERING

Name

DIRECTORS
Executive Directors
MA Mingzhe

SUN Jianyi

Non-Executive Directors
LI Heihu

GAO Lei

HUANG Jianping

LIU Haifeng David

Henry CORNELL

LIN Yu Fen

CHEUNG Lee Wah

Anthony Philip HOPE

Dicky Peter YIP

LIN Lijun

Address

17 Jinbi Garden
Yinhu Road, Futian District
Shenzhen, PRC

101D, Moliyuan
Wanke City Garden

Xiangmei Road North, Futian District

Shenzhen, PRC

18/F, Block 26
Meilin No. 1 Cun, Futian District
Shenzhen, PRC -

1-902 Wanke Wenxin Jiayuan
Qiaoxiang Road
Shenzhen, PRC

10-D, Mingyuge, Baozhu Garden
Longzhu Road, Nanshan District
Shenzhen, PRC

Flat 9B, 62B Robinson Road
Mid-Levels, Hong Kong

116 East 80th Street
New York, New York
U.S.A.

Flat 1203, 31 Lane 99
Puming Road
Shanghai, PRC

1/F, 31 Caine Road
Central, Hong Kong

Kernsdale House, Sandhurst Lane

Rolvenden, Kent
United Kingdom

G4, Green Villa
700 Biyun Road, Pudong
Shanghai, PRC

6-1708, Nantian Second Garden
Futian District
Shenzhen, PRC

Nationality

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

American

Chinese

Chinese

British

Chinese

Chinese
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Name Address Nationality

FAN Gang 21B, Block C, Changle Garden Chinese
Baihua No. 4 Road, Futian District
Shenzhen, PRC

DOU Wenwei Flat 13 B, Building 103, Taoyuan Chinese
Village Y
Nanshan District
Shenzhen, PRC

SHI Yuxin - 29B Huiyuan Building Chinese
959 Construction Avenue
Wuhan, PRC

HU Aimin 31-302, Tongxin Road North Chinese

Luohu District
Shenzhen, PRC

Independent Non-Executive Directors

BAO Youde 10D, 3 Lane 91 Chinese
Jianguo Road West
Shanghai, PRC

KWONG Che Keung Gordon House 2, Palm Cove Villas British
28 Ng Fai Tin, Clearwater Bay
Kowloon, Hong Kong

CHEUNG Wing Yui House B6, Springfield Garden Chinese
5-9 Shouson Hill Road West
Hong Kong

SUPERVISORS

XIAO Shaolian Flat 502, Block 54 Chinese

Yuanlingxincun
Shenzhen, PRC

SUN Fuxin House No. 12, Liande Street Chinese
Shahekou District
Dalian, PRC

CHEN Shangwu - Flat 9-501, Cuizhuyuan Chinese

Shekou Industrial Zone
Shenzhen, PRC

DUAN Weihong Flat 13B, Building 12 Chinese
Badachushanzhuang
Beijing, PRC

ZHOU Fulin 8, Building 7, West Lane Chinese
Baijiazhuang, Chaoyang District
Beijing, PRC
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Name

CHEN Bohai

SONG Liankun

HE Peiquan

HE Shi

Address

B1-302, Jinhailimingju
Xinzhou South Road
Futian District
Shenzhen, PRC

21CD, Block C, Changle Garden
Baihua No. 4 Road

Futian District

Shenzhen, PRC

26A, Block 5, Baihua Apartments
Baihua No. 3 Road

Futian District

Shenzhen, PRC

F1102, Dijingyuan, Shendalukou
Nanshan District
Shenzhen, PRC
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Nationality

Chinese

Chinese

Chinese

Chinese
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PARTIES INVOLVED

Sponsor and Joint Lead Manager

Co-Sponsors and Joint
Lead Managers
(in alphabetical order)

Joint Global Coordinators and
Joint Bookrunners
(in alphabetical order)

Auditors and Reporting Accountants

BOCI Asia Limited

35/F, Bank of China Tower
1 Garden Road

Hong Kong

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center
2 Queen’s Road Central
Hong Kong
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OVERVIEW

The PRC insurance market is the third largest insurance market in terms of total
premiums in Asia after Japan and South Korea and the eleventh largest insurance market
worldwide, based on Sigma Report No. 8 published by Swiss Reinsurance Company in 2003.
The PRC insurance market is also one of the fastest growing insurance markets in the world.
Between 1998 and 2003, life insurance premiums and property and casualty premiums in the
PRC increased 302.5% and 73.8%, respectively based on data published by the National
Bureau of Statistics of China and the China Insurance Regulatory Commission, or CIRC. Key
factors in the dramatic expansion of the PRC insurance market include economic policy
initiatives undertaken by the PRC government over the past 25 years and significant changes
in a number of demographic trends in the PRC.

In 1978, the PRC government initiated a policy of economic reform and opened the
country gradually to the outside world. Principal reforms that the PRC government has
undertaken or initiated since 1978 include rural reforms, state-owned enterprise reforms,
social security system reforms, price reforms, fiscal and tax reforms, monetary and financial
sector reforms, foreign trade and investment related reforms and housing reforms. Overall, the
reform programs aim at transforming the centrally planned economy of the PRC into a more
market-oriented economy with a more effective system of macroeconomic management, a
modern enterprise system, a modern financial system and an equitable system of income
distribution and social security. In addition, the PRC’s accession to the WTO in December
2001 has contributed to the growth in foreign trade and foreign direct investment, while further
intensifying the domestic corporate restructuring process. Foreign direct investment in the
PRC increased to US$53.5 billion in 2003, approximately twice the level of foreign direct
investment ten years earlier. In 2002, the PRC surpassed the United States to become the
country that absorbed the most foreign direct investment in the world.

Rapid economic growth, coupled with strong foreign investment, has resulted in
substantial wealth creation and accumulation in the PRC. Since the beginning of its economic
reform, the PRC has experienced rapid increases in GDP and per capita GDP. From 1995 to
2003, GDP per capita increased 86.9% from RMB4,854 to RMB9,073.

The following table sets forth GDP and per capita GDP in the PRC in 1980, 1985 and
1990 and from 1995 to 2003:

1980 1985 1990 1995 1996 1997 1998 1999 2000 2001 2002 2003
GDP (RMB billion) 452 896 1,855 5,848 6,788 7,446 7,835 8,207 8,947 9,731 10,517 11,690

GDP per capita
(RMB) ......... 460 853 1,634 4,854 5576 6,054 6,308 6,551 7,086 7,651 8,214 9,073

Source: China Statistical Abstract 2004.

64




THE PRC INSURANCE INDUSTRY

Complementing policy reform initiatives, demographic factors have also contributed to the
growth of the insurance market in the PRC. According to the World Bank, the percentage of
the population aged 65 or older in the PRC will increase from less than 7% in 2000 to
approximately 9% by 2015 and to approximately 12% by 2025. As a result of an increase in life
expectancy and a decrease in birthrate, a typical family in the PRC now has fewer income-
earning members to support the elderly. Policies that call for the dismantling of the social
welfare system in the PRC, which for over 50 years has been linked to work units, amplify
these demographic trends and, in turn, underscore the need for third-party providers of
insurance and pension products.

In addition, the traditionally high savings rate in the PRC, coupled with the wealth
generated by the economic reforms, has resulted in significant increases in individual savings
deposits at banks. In particular, households in the PRC have generally placed most of their
savings in bank deposits, and have invested relatively small amounts of their savings in life
insurance products and pension funds. In contrast, households in the United States and
United Kingdom have generally invested a substantially higher portion of their savings in life
insurance products and pension funds. In particular, deposits and life insurance and pension
fund reserves represented 16.9% and 29.8%, respectively, of the total financial assets in the
United States in 2002, and 22.1% and 52.9%, respectively, of the total financial assets in the
United Kingdom in 2000. As disposable incomes rise, consumers have looked to insurance
policies with investment-like features as well as other investment products as alternatives to
savings accounts.

The following table sets forth the individual savings deposits in the PRC from 1994 to
2003:
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
(in billions of RMB)
Individual savings deposits.. .. ... 2,152 2,966 3,852 4,628 5,341 5,962 6,433 7,376 8,691 10,362

Source: National Bureau of Statistics of China.

The following table sets forth the insurance premiums received by life insurance and
property and casualty insurance companies in the PRC from 1994 to 2003:
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
(in billions of RMB)

Life insurance . ................ 162 194 31.1 60.0 748 872 997 1424 2275 3011
Property and casualty insurance 33.6 421 445 480 500 521 59.8 68.5 77.8 86.9

Source: National Bureau of Statistics of China.
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~ The following table presents certain economic and insurance premium data for the PRC,
the United States and certain selected countries and regions in Asia and Europe in 2002:

Economic indicator Life insurance Property and casualty insurance
GDP per GDP Insurance  Insurance Insurance  Insurance
Market GDP capita  growth Premiums  depth®” density? Premiums  depth™®  density®
{in billions of US$, except (in billions of US$, except insurance (in billions of US$, except insurance
capita and percentages) depth and density data) depth and density data)
ChINA ... 1287 983 8.0% 25,1 20% 195 118 1.0% 9.2
United States .................... 10448 36,145  24% 4805 46% 16626 5199 50%  1799.0
Japan.......o 4102 32198  01% 3546 86% 27839 91.0 2% 7147
GOImaNy ... .vvvieeeeen. 1987 24085  0.2% 60.9 31% 7367 74.9 37% 8911
United Kingdom .................. 1567 26292  18% 1597 10.2%  2,6794 77.0 46% 11997
France .............ccc......... 1432 24067 1.2% 80.4 56% 13495 446 30% 7147
South Korea ..................... 477 9979 63% 39.3 82% 8219 16.1 34% 3378
India.....cooovienii 475 452 55% 12.3 2.6% 117 32 0.7% 3.0
TAWAN ... 282 12598 3.6% 207 74% 9251 7.9 28% 3541
Switzerland ...................... 268 36712 02% 226 8.4% 30997 132 50% 18226
Hong Kong ...................... 162 23824  2.3% 8.4 52% 12379 23 15% 3452
Singapore ....................... 87 21220  22% 30 35% 7301 28 14% 3006

(1)  Total gross written premiums as a percentage of GDP.
(2) Gross written premiums per capita.

Source: Sigma Report, Swiss Reinsurance Company.

While the PRC insurance market has experienced rapid growth, it remains significantly
under-penetrated when compared to more developed markets in Asia as well as the United
States and markets in Europe. In 20083, total life insurance and total property and casualty
insurance premiums represented only 2.6% and 0.7%, respectively, of the PRC’s GDP in
2003. In addition, in 2002, total life insurance premiums and total property and casualty
insurance premiums as percentages of GDP were 2.0% and 1.0%, respectively, in the PRC,
compared to 8.6% and 2.2%, respectively, in Japan and 4.6% and 5.0%, respectively, in the
United States. These comparatively low penetration rates suggest potential for further growth
in the PRC insurance market.

GEOGRAPHICAL VARIATIONS IN THE PRC INSURANCE MARKET

The PRC insurance market exhibits significant geographical variations in penetration
rates. The following table sets forth certain statistical data for life insurance and property and
casualty insurance in certain centrally administered municipalities, provinces and autonomous
regions in the PRC in 2002:

Life insurance Property and casualty insurance

Share of Share of

national Insurance Insurance national Insurance Insurance
Location market depth®” density® Location market depth®™ density®

(in RMB, except percentages) (in RMB, except percentages)

Jiangsu....... 10.0% 2.1% 309.1 Guangdong .. ...... 10.3% 0.8% 107.6
Shanghai .......... 8.5% 3.6% 1,448.1 Zhejiang . .......... 8.0% 0.7% 125.8
Beijing ............ 8.3% 6.0% 1,413.4 Jiangsu ........... 7.2% 0.5% 75.7
Guangdong ........ 7.5% 1.8% 230.4 Shandong ......... 7.9% 0.5% 60.9
Shandong ......... 7.4% 1.6% 185.7 Beijing ............ 5.8% 1.2% 336.6
Zhejiang........... 6.6% 1.7% 325.7 Shanghai .......... 5.7% 0.8% 340.6
Liaoning ........... 5.0% 1.8% 188.8 Liaoning ........... 5.0% 0.7% 67.0
Henan............. 4.5% 1.7% 1071 Sichuan ........... 4.2% 0.6% 38.1
Hebei ............. 3.7% 1.4% 125.5 Shenzhen ......... 3.9% 1.4% 607.3
Sichuan ........... 3.3% 1.5% 88.3 Hebei ............. 3.6% 0.5% 418
Others ............ 35.2% 1.7% 218.7 Others ............ 39.0% 0.7% 76.3
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(1)  Total gross written premiums as a percentage of GDP.
(2) Gross written premiums per capita.

Source: Yearbook of China’s Insurance 2003.

Although the insurance industry in the PRC as a whole exhibits low penetration rates, the
penetration rates are generally higher among the more developed coastal cities and provinces.

DEVELOPMENT OF THE PRC INSURANCE MARKET

Shortly after the founding of the PRC in 1949, the People’s Insurance Company of China
was established by combining the then existing domestic insurance companies. The People’s
Insurance Company of China had a monopoly over the entire domestic insurance market.
However, as the government aimed to provide social security to all from cradle to grave,
insurance was regarded as largely superfluous. By 1958, all domestic insurance operations
were suspended. Reflecting the general reduction of insurance activities, the People’s
Insurance Company of China was reorganized and became a department of the PBOC.

The insurance industry re-emerged after economic reforms began in the late 1970s. In
1983, the People’s Insurance Company of China was re-established as an independent
insurance company supervised by the PBOC. The establishment of Shenzhen Ping An
Insurance Company in Shenzhen in 1988 ended the People’s Insurance Company of China’s
insurance monopoly. With the establishment of China Pacific Insurance Co., Ltd. in Shanghai
in 1991, a competitive insurance market began to take form.

In response to rapid developments in the insurance market, the National People’s
Congress of the PRC promulgated the PRC Insurance Law in 1995, which sets forth the
framework for restructuring and rationalizing the PRC insurance industry. Ensuing
developments encompassed both the restructuring of state-owned insurance companies and
the enhancement of the PRC government’s regulatory capacity in the insurance sector. In
1996, People’s Insurance Company of China was renamed China People’s Insurance (Group)
Company with its business transferred to four subsidiaries: Zhongbao Life Insurance Company
Limited, Zhongbao Property Insurance Company Limited, Zhongbao Reinsurance Company
Limited and China Insurance H.K. (Holdings) Company Limited.

In 1998, CIRC was established and assumed the powers and responsibilities for
supervising the insurance industry previously vested in the PBOC. The formation of the CIRC
underscored a policy objective of fostering an orderly development of the PRC insurance
market. Aiming to build confidence in the market, the CIRC initially focused on curbing abusive
practices by unscrupulous operators. The establishment of a viable regulator also paved the
way for greater international involvement in the PRC insurance market.

In January 1999, pursuant to a State Council decision, the holding structure of China
People’s Insurance (Group) Company was dissolved. Following the restructuring:

e Zhongbao Life Insurance Company Limited was renamed China Life Insurance
Company with a focus on life insurance;

e Zhongbao Property Insurance Company Limited was renamed People’s Insurance
Company of China with a focus on property and casualty insurance; and
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e Zhongbao Reinsurance Company Limited was renamed China Reinsurance
Company with a focus on reinsurance.

In July 2003, People’s Insurance Company of China was restructured into three
companies: PICC Holding Company, PICC and PICC Asset Management Company Limited.
In August 2003, China Life insurance Company was restructured into China Life Insurance
(Group) Company and China Life. In November 2003, China Life Insurance (Group) Company
and China Life established China Life Insurance Asset Management Company Limited.

In connection with its accession to the WTO in December 2001, the PRC agreed to a
range of commitments with respect to the participation of foreign insurers in the PRC
insurance market. These commitments focus on reducing restrictions on foreign equity
ownership of insurance businesses in the PRC, eliminating geographic restrictions on the
operations of foreign insurers and expanding the permitted scope of business for foreign
insurers. See the section headed “Supervision and Regulation — Major Insurance Industry
Commitments upon PRC’s Accession 1o the WTO”.

PRINCIPAL PARTICIPANTS IN THE PRC INSURANCE MARKET

The PRC insurance market is currently dominated by China Life Insurance (Group)
Company, PICC, our Company and China Pacific Insurance (Group) Company, Ltd., which
together controlled over 90% of the market in terms of gross written premiums in 2002. Based
on PRC GAAP financial data and PRC insurance industry data calculated in accordance with
PRC GAAP and published by the National Bureau of Statistics of China and the CIRC, China
Life Insurance (Group) Company, Ping An Life and China Pacific Life Insurance Company, Ltd.
together held approximately 91% of the market share in life insurance in 2002, while PICC,
China Pacific Property Insurance Company, Ltd. and Ping An Property & Casualty together
held approximately 95% of the market share in property and casualty insurance in 2002.

The following table sets forth the market shares in terms of gross written premiums and
policy fees, calculated based on PRC GAAP financial data, held by the top insurers in major
segments of the PRC insurance industry in 2002:

Life insurance Property and casualty insurance
Market Market
Company share Company share
China Life Insurance Company™ . ... ... ... .. 56.6% PICC .o 70.9%
PingAnlLife..................... ... 235 China Pacific Property Insurance Company, Ltd. .. 13.2
China Pacific Life Insurance Company, Ltd. .... .. 1.0 Ping An Property & Casualty ................... 10.6
New China Life Insurance Company Ltd. ........ 3.5 Huatai Insurance Company of China, Ltd ........ 1.0
Taikang Life Insurance Co., Ltd. ................ 2.9 Tianan Insurance Company Limited of China .. ... 0.9
Tai Ping Life Insurance Company, Ltd. ........... 0.7 China Export & Credit Insurance Corporation. . . .. 0.7
AIA Shanghai Branch.......................... 0.7 China United Property Insurance Company ...... 0.7
AJA Guangzhou Branch ........................ 04 Da Zhong Insurance Company, Ltd. ............ 0.7
Pacific-Antai Life Insurance Co., Itd. ............ 0.2 Yong An Property Insurance Company, Ltd. .. ... 04
Manulife-Sinochem Life Insurance Co., Ltd. ...... 0.2 Sinosafe Insurance Company ................... 0.4
Others .. ... . 038 Others ... .o _05
Total ..o 100.0% Total ... 100.0%

Source: Yearbook of China’s Insurance 2003.

(1)  China Life Insurance Company was restructured into China Life Insurance (Group) Company and China Life
in 2003.
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CURRENT OPERATING ENVIRONMENT
Effect of Prolonged Low Interest Rate Environment

The one-year deposit rate quoted by the PBOC had fallen from 10.98% in July 1993 to
1.98% in April 2002, and has remained at 1.98% thereafter. As interest rates decline in the
PRC, the investment yield that insurance companies could earn may drop below the assumed
investment yields used in the calculation of fixed premiums. As the assumed mortality rates
and administrative expenses used by insurance companies in calculating premiums are
generally estimated conservatively and are generally more stable, they usually offset some
shortfall in the investment yield. However, if the shorffall is large enough, lower mortality rates
and administrative expenses may not be sufficient to cover the shortfall, and the insurance
policy in question may result in a net loss to the insurer. This phenomenon is generally referred
to as “negative spread”.

Product Diversification

The traditional non-participating policies sold by insurers generally guarantee returns to
the policyholders. In order to reduce exposure to interest rate risks in general and the negative
spread problem in particular, life insurers in the PRC have launched products, such as
participating and investment-linked products, which may not provide guarantee returns to
policyholders but, instead, pay policy dividends in accordance with the combined effects of
actual mortality rates, investment yields and expense levels as compared to the assumptions
of these factors on pricing and the invested assets, respectively.

Channel Proliferation

Insurance companies in the PRC have traditionally relied primarily on their exclusive
agent distribution channels to market products, and the use of sales agents has remained as
the principal means of distributing life insurance products. In recent years, however, there has
been a general increase in the use of new sales methods. In particular, bancassurance,
although in its early development stage in the PRC, has become increasingly important as a
distribution channel for life insurance. The growth of bancassurance is also facilitating the
creation of marketing alliances between financial services institutions leading to broader sales
channels.

Potential Investment Opportunities

Insurers in the PRC generally have limited investment opportunities due to the lack of
available investment options and vehicles as a result of legal and regulatory constraints as well
as the lack of liquidity and depth in the capital markets. With the decrease in interest rates, this
limitation on investment options has exacerbated the asset-liability mismatch problem. As a
result, the CIRC has indicated that it is considering extending the permissible choices of
investment. In particular, since June 2003, the CIRC has allowed PRC insurance companies
to invest up to 20% of their total assets as of the end of the previous month in corporate bonds
issued by PRC companies that are rated AA or above by a CIRC approved credit rating
agency, calculated on the basis of cost. In addition, since January 31, 2004, the State Council
has been encouraging the investment of insurance funds in the PRC capital markets, as well
as the further development of the PRC bond markets. However, the CIRC has not made any
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further announcements regarding any additional permissible investment choices or the
timeframe for allowing such investments.

Deregulation of Automobile Insurance

Until January 2003, the terms and premium rates of automobile insurance policies offered
by insurance companies in the PRC were formulated and set by the CIRC. Since then, the
CIRC has allowed insurance companies to provide their own terms, and set premium rates, of
automobile insurance policies, subject to approval by the CIRC. By allowing insurance
companies to customize automobile insurance policies based on specific demographics,
safety records and needs of different customer segments, the CIRC aimed to promote
competition in the automobile insurance sector and provide an environment in which
consumers are able to choose from a broader range of automobile insurance policies based
on their specific needs as well as their willingness to pay. While the dereguiation of automobile
insurance has resulted in price competition among automobile insurers in the PRC, it enables
automobile insurers to improve their pricing and risk selection process.
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OUR REORGANIZATION

We were established in March 1988 under the name Shenzhen Ping An Insurance
Company, and we were engaged primarily in the underwriting of property and casualty
insurance in Shenzhen. As our operations expanded beyond Shenzhen, we changed our
name to Ping An Insurance Company of China in November 1992. We began underwriting life
insurance in July 1994, and we changed our name to Ping An Insurance Company of China,
Ltd. in January 1997 to reflect our reorganization into a joint-stock company pursuant to the
PRC Company Law.

As required by the applicable regulations, we separated our insurance business into life
insurance and property and casualty insurance. Ping An Life was approved for establishment
on October 28, 2002 by the CIRC under PRC Insurance Law and was issued a new business
license by the SAIC on December 17, 2002. Following its establishment, Ping An Life received
a contribution of all of the assets, and assumed all of the liabilities, of the life insurance
business previously operated by Ping An insurance Company of China. Ping An Property &
Casualty was also approved for establishment on October 28, 2002 by the CIRC under PRC
Insurance Law and was issued a new business license by the SAIC on December 24, 2002.
Following its establishment, Ping An Property & Casualty received a contribution of all of the
assets, and assumed all of the liabilities, of the property and casualty insurance business
previously operated by Ping An Insurance Company of China. In January 2003, upon the
CIRC's approval of our restructuring proposal and in accordance with the PRC Insurance Law,
our holding company was established and our name was changed to Ping An Insurance
(Group) Company of China, Ltd. We were issued a renewed business license by the SAIC on
January 24, 2003. We operate our life insurance business and property and casualty
insurance business through our 99.0% ownership in each of Ping An Life and Ping An
Property and Casualty, respectively. We continue to operate our trust business through Ping
An Trust, which in turn holds a 64.1% equity interest in Ping An Securities.

In February 2002, Ping An Trust received approval from the PBOC to re-register as a trust
company in connection with the PRC government’s restructuring of the PRC trust industry.
The PRC government initiated a restructuring of the trust industry in 1999, following the failure
of several trust and investment companies. As a result of the restructuring, there was
significant consolidation within the PRC trust industry, and the number of trust companies
operating in the PRC was reduced to approximately 55 as of December 31, 2003.

In May 2001, in connection with an increase in the registered capital of Ping An Securities
and as required by the CSRC, Ping An Trust, our then wholly owned subsidiary, reduced its
equity interest in Ping An Securities from 61.0% to 30.0%. In August 2001, in connection with
an increase in the registered capital of Ping An Trust, our equity interest in Ping An Trust was
reduced from 100.0% to 95.0%. In June 2003, we increased our equity interest in Ping An
Trust to 99.3%. In October 2003, Ping An Trust increased its equity interest in Ping An
Securities to 64.1%.

We conduct our overseas operations through Ping An Overseas, our wholly owned
subsidiary, with a focus on the property and casualty insurance market in Hong Kong. We
have been conducting business outside of the PRC since 1992.
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The following corporate structure chart sets forth certain of our operating subsidiaries in
May 2001 prior to the commencement of our reorganization:

Ping An Insurance Company of China, Ltd.

100.0% 100.0%
Ping An Trust China Ping An
& Insurance Overseas
Investment Co., Ltd. (Holdings) Limited
61.0%

Ping An Securities
Company, Ltd.
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The following corporate structure chart sets forth certain of our operating subsidiaries as

of the date of this prospectus:

Ping An Insurance (Group) Company of China, Ltd.

99.0% 99.0% 09.3% 100.0%
Ping An Life Ping An China Ping An China Ping An
Insurance Property & Trust Insurance
Company of Casualty & Overseas
China, Ltd."" Insurance Investment (Holdings)
Company of Co., Ltd.® Limited™
China, Ltd.®
T
64.1% 73.0%
Ping An Ping An !
Securities Bank
Company, Ltd.® Limited®

6

(6)

Ping An Life Insurance Company of China, Lid. provides a wide variety of life insurance products and related
services in the PRC. See the section headed “Business — Life Insurance”.

Ping An Property & Casualty Insurance Company of China, Ltd. provides a broad range of property and
casualty insurance products and related services to our individual and corporate customers in the PRC. See
the section headed “Business — Property and Casualty Insurance”.

China Ping An Trust & Investment Co., Lid. provides trust services in the PRC. See the section headed
“Business — Trust”.

China Ping An Insurance Overseas (Holdings) Limited, through its subsidiary, provides property and casualty
insurance products in Hong Kong. See the section headed “Business — Overseas Operations”.

Ping An Securities Company, Ltd. provides brokerage, invesiment banking and asset management services
in the PRC. See the section headed “Business — Securities”.

Ping An Bank Limited is primarily engaged in foreign currency commercial banking businesses in the PRC.
See the section headed “Business — Trust — Fujian Asia Bank Ltd.”.
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OVERVIEW

We have achieved rapid and higher than industry average growth since our inception in
1988, and have transformed ourselves from a regional property and casualty insurance
company into a leading insurance group in the PRC with the ability to provide multiple financial
services and products that allows us to capture future growth opportunities in the PRC
financial services sector. With our principal operating subsidiaries, namely Ping An Life, Ping
An Property & Casualty, Ping An Trust and Ping An Securities, we are a multiple financial
services provider in the PRC operating under one single brand name, with unified and
centralized management, customer database, financial and information technology systems.
We offer our customers a wide range of financial products and services with a focus on life and
property and casualty insurance products through our multi-channel distribution network.

Our core life insurance and property and casualty insurance operations accounted for
approximately 80.0% and 9.3%, respectively, of our total revenue in 2003. The following table
sets forth the breakdown of our total revenue by business segment for the periods indicated:

For the year ended
December 31,

2001 2002 2003
(in millions of RMB)
Lifeinsurance. .......... ... 37,756 53,563 59,958
Property and casualty insurance ........................... 3,951 5,130 6,225
Other) 127 55 440
Total . 41,834 58,748 66,623

(1) Consists of certain interest income and other businesses other than life insurance and property and casualty
insurance, including our trust business and the securities services we provide to our customers through
Ping An Trust and Ping An Securities, respectively.

Based on the latest published data from the CIRC, we were the second largest insurance
company, in terms of gross written premiums and policy fees, operating in 2002 in the PRC,
which is one of the fastest growing insurance markets in the worid. Our business operations
primarily consist of the underwriting of life insurance and property and casualty insurance. We
had gross written premiums and policy fees of RMB63,134 million in 2003, of which
RMB55,042 million, or approximately 87.2%, was from our life insurance operations and
RMB8,091 million, or approximately 12.8%, was from our property and casualty insurance
operations.

Based on our PRC GAAP financial data and PRC insurance industry data calculated in
accordance with PRC GAAP and published by the National Bureau of Statistics of China and
the CIRC:

e We had the second largest market share in the PRC life insurance market in 2002. In
addition, we had approximately 19.6% of all the gross written premiums and policy
fees received by PRC life insurance companies in 2003;

e  We had the third largest market share in the PRC property and casualty insurance
market in 2002. In addition, we had approximately 9.7% of the gross written
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premiums and policy fees received by PRC property and casualty insurance
companies in 2003;

e Our net profit in 2001 and 2002 were the highest among all PRC insurance
companies; and

e  Our total assets as of December 31, 2002 were the second highest among all PRC
insurance companies.

We have experienced strong growth in our overall insurance operations over the past
three years. In particular, our gross written premiums and policy fees increased 42.6% in 2002
to RMB58,420 million from RMB40,955 million in 2001, and increased a further 8.1% in 2003
to RMB63,134 million.

Since our establishment in 1988, we have built one of the most recognized brand names
in the PRC insurance industry. As of December 31, 2003, we had over 27 million life insurance
customers and 4 million property and casualty insurance customers. A substantial majority of
our customers are located in and near large cities such as Shanghai, Beijing, Nanjing,
Guangzhou and Qingdao, which are among the most economically developed areas of the
PRC, with a combined weighted average GDP per capita of approximately RMB28,600 in 2002
compared to average GDP per capita of RMB8,214 for the PRC as a whole. We expect future
growth in our life insurance and property and casualty insurance businesses to be
concentrated in these and other major cities, as well as their surrounding areas.

We have one of the largest insurance distribution networks in the PRC. As of
December 31, 2003, the key components of our distribution network in the PRC include:

e 35 life insurance and 35 property and casualty insurance branch offices;

e over 2,600 life insurance and over 1,000 property and casualty insurance sub-branch
offices located throughout the PRC;

e more than 180,000 sales agents for our individual life insurance products;

e more than 21,000 postal and commercial bank branch offices through which we
distribute our bancassurance products; and

e over 8,000 employees engaged in sales and marketing activities for group I|fe and
property and casualty insurance products.

We believe that our strong market position, our premier brand name, our extensive multi-
channel distribution network and our profitability are attributable to our constant search for new
and innovative ways to better serve our customers. Our innovation has not only allowed us to
capture market opportunities, but also enabled us to quickly adapt to the rapidly changing
market conditions in the PRC. For example, we are the first PRC domestic insurance company
to introduce an agency-based distribution model for the individual life insurance business.
Furthermore, we are the first PRC insurance company to develop and adopt a comprehensive
automobile insurance pricing table, and we have established an efficient claim settlement
procedure through the Internet for automobile insurance claims. In addition, we are the first
PRC insurance company io offer investment-linked life insurance. Moreover, we believe our
product development and distribution expertise, professional underwriting and claims
management systems, superior and innovative customer service and ability to innovate help
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us maintain our leading market position and capture the growing demand for insurance
services in the PRC.

We have received numerous awards and recognition for our achievements, including
most recently:

our being selected the most competitive brand name in the PRC in 2003 by China
Market and Media Study, a joint study conducted by Sinomonitor and British Market
Research Bureau;

our being selected as the most innovative PRC enterprise in 2003 by the Twenty-
First Century Economics Forum organized by Twenty-First Century Economics
Journal, which is one of the leading business and finance journals in the PRC;

our being selected as one of the most respected enterprises in the PRC by
Economics Observer magazine in conjunction with Beijing University Management
Research Center in 2001, 2002 and 2003, the only insurance company selected in
all three years;

our being recognized as the best customer relationship management practice in the
PRC insurance sector in 2002 and 2003 by the Greater China Customer
Relationship Management Association;

our being recognized as having the best call center in the PRC in 2003 by China
Federation of Information Technology Promotion, a national organization recognized
by the Ministry of Information Industry of the PRC;

our being selected as the best e-financial institution in 2003 by the E-finance Forum
of the PRC, which was organized by the Customer Relation Management Research
Center of China;

Mr. Cheung Chi Yan Louis, our then Chief Information Officer, and our current Chief
Operating Officer and Chief Financial Officer being recognized as an excellent Chief
Information Officer in 2002 by CEO & CIO in Information Times, which is one of the
leading information technology journais in the PRC; and

our being ranked first in information technology capabilities among PRC insurance
companies in the 2003 IPower 500 survey organized by the National Informatization
Evaluation Center, a PRC government sponsored organization.

RECENT DEVELOPMENTS

On September 29, 2003, Ping An Trust entered into a share transfer agreement with Bank
of China, pursuant to which Ping An Trust agreed to acquire Bank of China’s 50% equity
interest in Fujian Asia Bank Ltd. for US$18.3 million. HSBC and BCA Finance Limited had
previously entered into a separate share transfer agreement, pursuant to which HSBC agreed
to acquire BCA Finance Limited’s 50% equity interest in Fujian Asia Bank Ltd. Ping An Trust
and HSBC subsequently entered into a joint venture contract, pursuant to which Ping An Trust
agreed to make a capital contribution of US$23 million for an additional 23% equity interest in
Fujian Asia Bank Ltd. Fujian Asia Bank Ltd., which has been renamed Ping An Bank Limited,
became a 73% owned subsidiary of Ping An Trust on February 19, 2004.
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Fujian Asia Bank Ltd. is a joint venture bank established in 1993 by Bank of China and
BCA Finance Limited, with each party holding a 50% equity interest. As of December 31,
2003, Fujian Asia Bank Ltd. had total assets of US$56.0 million and total liabilities of
US$23.4 million. As of the same date, it had one office located in Fujian province, the PRC,
with approximately 20 employees that are primarily engaged in foreign currency commercial
banking businesses in the PRC. We intend to leverage Fujian Asia Bank Ltd. to develop a
consumer banking business, including offering credit card and real estate mortgage lending
services, as and when laws and regulations permit. We believe this transaction will enhance
our ability to provide our customers with multiple financial services, including insurance,
securities, banking, pension fund management and credit cards. See “— Our Strategy”.

Our purchase of an equity interest in Fujian Asia Bank Ltd. is not expected to result in any
material change to our current business operations or financial condition, and is not expected
to make a material contribution to our net profit in the near future.

MARKET OPPORTUNITIES

During the past decade, the PRC insurance market has been one of the fastest growing
insurance markets in the world, with industry-wide insurance premiums increasing from
RMB50 billion in 1994 to RMB388 billion in 2003 based on data published by the National
Bureau of Statistics of China. In particular, significant growth was recorded since 2000, with
industry-wide insurance premiums increasing by 44.7% to RMB305 billion and 27.2% to
RMB388 billion in 2002 and 2003, respectively.

The tabie below sets forth gross written premiums, based on PRC GAAP financial data
published by the National Bureau of Statistics of China, of PRC life and property and casualty
insurance companies from 2001 to 2003:

2001 2002 2003

{in billions of RMB)
Lifeinsurance . ... ... 1424 2275 3011
Property and casualty insurance ................ ... 68.5 77.8 86.9

Despite the substantial growth in premiums in recent years, the industry-wide life and
property and casualty insurance premiums represented only 2.6% and 0.7%, respectively, of
the PRC’s GDP in 2003. These low penetration rates indicate that the PRC insurance market
has substantial potential for further significant growth. Furthermore, penetration rates in the
PRC insurance market are significantly lower than those in the more developed markets in
Asia, Europe and North America. See the section headed “The PRC Insurance Industry —
Overview”.

The PRC is in the midst of an ecoromic as well as a demographic transformation, which
we believe will continue to create significant growth opportunities in the PRC insurance
market. In particular, the PRC government is transforming the economic system from one that
is centrally-planned to one that is more market-oriented. This transformation involves, among
other things, the gradual reform of state-owned enterprises and the reduction of government
or employer sponsored benefits that those enterprises traditionally provided to their
employees, such as housing, medical and retirement benefits. At the same time, the
expanding private sector in the PRC is giving rise to a middle class that has growing levels of
disposable income and is increasing its spending on insurable property, such as automobiles
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and residential housing. This rising middle class may not have the same level of housing,
medical or retirement benefits that were once provided by the state-owned enterprises and
may need to find alternative arrangements, such as insurance policies, for such benefits and
coverage. Moreover, the PRC is undergoing a demaographic transformation, due to an increase
in life expectancy and a decrease in birthrate, that is expected to result in an increase in the
percentage of the population age 65 or older. As a result, demand is increasing for insurance-
related products such as life insurance, health insurance and pension plans, which provides
an opportunity for further significant expansion and development of the PRC insurance
industry.

Moreover, we believe the economic transtormation in the PRC will create opportunities for
other consumer financial products and services, such as credit cards and home mortgages. In
addition, we expect to see an increase in demand for more sophisticated and diversified
consumer financial products and services, such as trust, securities and related services. We
believe that, as one of the leading PRC insurance companies, we are well-positioned to
capture these opportunities.

OUR STRENGTHS

We are one of the largest and most profitable and most innovative insurance companies
in the PRC. Qur principal strengths include:

e Leading insurance franchise with a well-recognized brand name. We are the
second largest insurance company in the PRC in terms of gross written premiums
and policy fees in 2002. As of December 31, 2002, we had the second largest market
share in the life insurance market and the third largest market share in the property
and casualty insurance market in terms of gross written premiums and policy fees.
Furthermore, we have enjoyed rapid growth over the past three years, with gross
written premiums and policy fees growing by approximately 52.9%, 42.6% and 8.1%
in 2001, 2002 and 2003, respectively. As the second largest PRC insurance
company, we have also developed an extensive customer base in the PRC with over
27 million life insurance customers and 4 million property and casualty customers as
of December 31, 2003, and we have one of the most recognized brands in the PRC
insurance industry. Based on a customer survey of 1,251 individuals in 8 major cities
in the PRC conducted by Gallup in September 2002, we had the highest brand
recognition by first mention and we were considered the most liked insurer in the
PRC. Moreover, we have focused our business primarily on the more economically
developed coastal areas in the PRC, including Beijing, Shanghai, Tianjin, Jiangsu,
Zhejiang, Guangdong, Shandong and Liaoning. Based on data published by the
CIRC, approximately 70% of our gross written premiums and policy fees were from
these areas in 2002, which was substantially higher than the industry average of
approximately 57%. As a result of our focused geographic expansion approach, we
have established and maintained the leading market position in some of the most
competitive life insurance markets in the PRC, such as Beijing and Shanghai with
market shares of approximately 32.7% and 36.1%, respectively, in terms of gross
written premiums and policy fees in 2003, based on our PRC GAAP financial data
and PRC insurance industry data calculated in accordance with PRC GAAP.
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Corporate culture that is focused on shareholder value and on effective
adoption of international practices. Our corporate culture is focused on the
creation of shareholder value and the adoption of international practices in product
management, customer service, distribution and corporate governance. We believe
that our corporate culture has been and will continue to be the cornerstone of our
success. In particular, based on our PRC GAAP financial data and PRC insurance
industry data calculated in accordance with PRC GAAP and published by the
National Bureau of Statistics of China, our net profit in 2001 and 2002, were the
highest among all PRC insurance companies. Our corporate culture has also
allowed us to focus quickly on business opportunities that offer potential for both
profitability and growth.

Sound corporate governance and effective internal controls. As the first
insurance company in the PRC to attract foreign investment, we have made
significant progress in improving our corporate governance according to international
practices following investments by the GS Investor and the MS Investor in our
Company in 1994. We are the first major PRC insurance company to engage an
international accounting firm as our external independent auditors, and we have
established a centralized financial system to enable real-time and accurate financial
reporting. We have engaged an international actuarial consulting firm to conduct
independent reviews of policyholders’ reserves since 1995. Moreover, we have put in
place a firm-wide risk management framework, and have set up a risk management
commitiee at the Group level responsible for establishing and overseeing our risk
management policies. Following HSBC Insurance’s investment in our Company in
2002, we have further improved our internal controls, agent monitoring and
supervision and risk management. In addition, we have strengthened our corporate
governance through the appointment of three independent non-executive Directors
to our Board, and the establishment of an audit committee that consists of three non-
executive Directors.

Experienced and strong management team that combines international
expertise with extensive operating experience in the PRC insurance industry.
Qur commitment to a value-driven corporate culture that is based on merit has
allowed us to attract and retain an experienced and strong management team. As
early as 1996, we have been recruiting and retaining management personnel from
both within and outside the PRC. We have a very experienced management team in
the PRC insurance industry. In particular, more than half of our top ten senior
managers and approximately one-third of our top 50 managers have experience in
the international insurance industry. As a result, our management team brings
substantial international expertise to the day-to-day management of our operations.
At the same time, our management team effectively combines their international
expertise with extensive working knowledge of the needs and practices of the PRC
insurance industry. This combination has enabled us to stay in the forefront of
innovation, as well as better adapt ourselves to the rapidly changing market
environment in the PRC, by developing and introducing a range of product and
service initiatives, distribution strategies, underwriting techni