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CHONG HING INSURANCE COMPANY LIMITED
BlIELRIR AR N ]

DIRECTORS’ REPORT
The directors of Chong Hing Insurance Company Limited (the “Company”) present their annual report and
the audited financial statements for the year ended 31 December 2024 of the Company.

Principal activities
The principal activity of the Company is the underwriting of general insurance business.

The Company was incorporated in Hong Kong in 1960 and has become a wholly-owned subsidiary of Chong
Hing Bank Limited since 2005. The Company provides a wide range of insurance products to meet
customers’ various personal or business needs, including fire insurance, home insurance, travel insurance,
domestic helper insurance and commercial insurance. The Company is an authorized insurer supervised

by the Insurance Authority of Hong Kong.

Results and dividends
The results of the Company for the year ended 31 December 2024 are set out in the statement of profit or

loss and the statement of comprehensive income on pages 10.

No interim dividend was paid to the sole shareholder of the Company during the year (2023: Nil). The
directors of the Company do not recommend the payment of a final dividend (2023: Nil).

Business Review

The Company is a direct wholly-owned subsidiary of Chong Hing Bank Limited at the end of the financial
year 2024 and therefore the directors of the Company are exempted from preparing a business review as
required by section 388(3) and Schedule 5 of the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) for the year.

Donations
During the year ended 31 December 2024, the Company did not make any charitable or other donations

(2023: Nil).

Debenture issued
No debentures were issued during the year ended 31 December 2024 (2023: Nil).

Share issued
There was no share issued during the year ended 31 December 2024. Details of the share capital of the

Company are shown in note 21 to the financial statements.
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DIRECTORS' REPORT (CONTINUED)

Directors of the Company
The directors of the Company during the year were:

Mr. Lau Wai Man

Mr. Ma Wai Leung

Mr. Chow Cheuk Yu Alfred
Mr. Cheng Yuk Wo

Mr. Young Chi Ho

Mr. Yu Lup Fat Joseph

In accordance with Article 85 of the Company'’s Articles of Association, Mr. Chow Cheuk Yu Alfred and Mr.
Young Chi Ho shall retire from office by rotation at the forthcoming annual general meeting and, being
eligible, offer themselves for re-election at the forthcoming annual general meeting.

Controllers of the Company
The controllers of the Company within the meaning of sections 9(1) and 13B of the Insurance Ordinance
(Chapter 41 of the Laws of Hong Kong) (the “Insurance Ordinance”) during the year and up to the date of

this report are:

Mr. Lau Wai Man

Chong Hing Bank Limited

Yuexiu Financial Holdings Limited

Yue Xiu Enterprises (Holdings) Limited

BN F EER (5 BE T (Guangzhou Yue Xiu Holdings Limited*)

*for identification purpose only

Directors’ material interests in transactions, arrangements and contracts of significance

During the year, the Company provided insurance agency and underwriting services to certain directors of
the Company and Chong Hing Bank Limited, the immediate holding company of the Company. In addition,
Chong Hing Bank Limited provides services to the Company including cheque clearing, current, savings
and deposit accounts, remittances, and other banking facilities.

Details of the above transactions are set out in note 23 to the financial statements. Other than as disclosed
in note 23 to the financial statements, no transactions, arrangements and contracts of significance in relation
to the Company’s business to which the Company or any of its holding companies or fellow subsidiaries
was a party and in which a director of the Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.



CHONG HING INSURANCE COMPANY LIMITED
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DIRECTORS’ REPORT (CONTINUED)

Directors’ interests

At no time during the year ended 31 December 2024 was the Company or any of its holding companies or
fellow subsidiaries a party to any arrangement to enable the directors of the Company to acquire benefits
by means of the acquisition of the shares in, or debentures of, the Company or any other body corporate.

Permitted indemnity provisions
During the year and up to the date of this report, a permitted indemnity provision (whether made by the
Company or otherwise) was or is in force for the benefit of one or more directors of the Company or of its

associated companies.

Equity-linked agreements
No equity-linked agreements were entered into by the Company during the year or subsisted at the end of

the year.

Management coniracts
No contracts concerning the management and administration of the whole or any substantial part of the

business of the Company were entered into or subsisted during the year.

Transactions as defined in part 2, paragraph 9(k) of Schedule 3 of the Insurance Ordinance

There were no properties transferred, payments made, loans advanced to or obligations assumed during
the year by or for the directors or controllers of the Company or their nominees or associates.

Control of any body corporate as defined in part 2, paragraph 9(m) of Schedule 3 of the Insurance Ordinance

At the end of the financial year, the Company, together with any associate or through a nominee, was not
entitled to exercise or control the exercise of one-third or more of the voting power of any body corporate
except for a wholly-owned subsidiary for which the Company is entitled to exercise one-third or more of the
voting power with details in note 9(b).
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DIRECTORS’ REPORT (CONTINUED)

Summary of reinsurance arrangements

During the year the Company held reinsurance treaty arrangements with the following companies. Details
of the reinsurance arrangements are as follows:

Type of Treaty
Surplus

Surplus

Surplus

Name of Reinsurer

BC Reinsurance Ltd., Hong Kong
Taiping Reinsurance Co. Ltd., Hong
Kong

Asia Insurance Co. Ltd., Hong Kong
Blue Cross (Asia Pacific) Insurance
Limited

China BOCOM Insurance Company
Limited

BE Reinsurance Limited

CMB Wing Lung Insurance Co. Ltd.,

Hong Kong

BC Reinsurance Ltd., Hong Kong
BE Reinsurance Limited

BC Reinsurance Ltd., Hong Kong
BE Reinsurance Limited

Class of business
Fire and Allied Perils /

Property / Industrial /

Commercial All Risk /
Household /

Commercial Package

All Cargo , specie,
transit risks and
Pleasure craft business

Contractors’ All Risk/
Erection All Risks/
Machinery Breakdown
and subsequent
Business Interruption/

Boiler and Pressure
Vessel Explosion /
Computer All Risks/
Contractor’s Plant and
Equipment / Low
Voltage & Electrical
Equipment /
Deterioration of Stock
Insurance written in
conjunction with
Machinery Breakdown
Policy/ Machinery All
Risks

Retention
HK$7,000,000

HK$1,000,000 for
Cargo
HK$500,000 for
Pleasure Craft

HK$750,000
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DIRECTORS’ REPORT (CONTINUED)

Summary of reinsurance arrangements (Continued)

Type of Treaty
Excess of Loss

Surplus

Name of Reinsurer

BC Reinsurance Limited, Hong Kong
Asia Insurance Company Limited,
Hong Kong

Munich Reinsurance Company Hong
Kong Branch

Taiping Reinsurance Company
Limited, Hong Kong

BC Reinsurance Limited, Hong Kong
BE Reinsurance Limited, Hong Kong

Class of business
Fire and Allied Perils /

Property / Industrial /
Commercial All Risk /
Household /

Commercial Package

Personal Accident

Personal Accident
Travel Accident

Travel Baggage
Burglary

Cash (in-transit/ in
locked safe/ in locked
Drawers/ in counters
and premises)
Fidelity Guarantee
Plate Glass

All Risks

Retention
HK$7,000,000

for Fire Business
HK$1,000,000 for
Cargo Business

HK$250,000 for
any one person
HK500,000 for
Any one group

HK$250,000 for
any one person
HK$500,000 for
any one group
HK$30,000
HK$250,000
HK$250,000

HK$200,000
HK$25,000 for
any one pane
HK$50,000 for
any one policy
HK$150,000 for
Personal effects
HK$250,000 for
Computer All
Risks
HK$500,000 for
CAR/EAR
(Section | Only)
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DIRECTORS’ REPORT (CONTINUED)

Summary of reinsurance arrangements (Continued)

Type of Treaty
Excess of Loss

Excess of Loss

Excess of Loss

Name of Reinsurer

BC Reinsurance Limited, Hong Kong
BE Reinsurance Limited, Hong Kong
Asia Insurance Company Limited,
Hong Kong

Munich Reinsurance Company, Hong
Kong Branch

Taiping Reinsurance Company
Limited, Hong Kong

BC Reinsurance Ltd., Hong Kong

BC Reinsurance Ltd., Hong Kong

Class of business
Motor Third Party
Bodily Injury / Motor

Third Party Property

Damage / Motor Own

Damage / Employees’
compensation and
employers’ liability
(“EC/EL") /
CAR/EAR/Engineering
Liability/ General

third party liability
including Golfer /
Sportsman Policies
(GTPL")

Employees’
Compensation and
Employers’ Liability
and Public Liability
written in Hong Kong

Protecting the net
Retention of
Reassured against an
Act of Terrorism
provided under
Personal Accident/
Travel Accident
portfolio

Retention
N/A

N/A

N/A
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DIRECTORS’ REPORT (CONTINUED)

Auditor

The financial statements for the year ended 31 December 2024 of the Company have been audited by Ernst
& Young who shall retire and, being eligible, offer itself for re-appointment as the Company’s auditor at the
forthcoming annual general meeting of the Company.

On behalf of the Board

Lau Waij Man
Director

Hong Kong, 22 April 2025



Ernst & Young LB EHRD B H AR Tel Bih: +852 2846 9888
aj‘ 27/F, One Taikoo Place E e R e 979y Fax fHEL: +852 2868 4432

979 King's Road Kok i — R TAR ey.com

Quarry Bay, Hong Kong :

Independent auditor's report

To the member of Chong Hing Insurance Company Limited
BB AR AT

(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the financial statements of Chong Hing Insurance Company Limited (8B {REEHR L
=) (the "Company") set out on pages 10 to 73, which comprise the statement of financial position as at
31 December 2024, and the statement of profit or loss and other comprehensive income, the statement
of changes in equity and the statement of cash flows for the year then ended, and notes to the financial
statements, including material accounting policy information.

In our opinion, the financial statements give a true and fair view of the financial position of the Company
as at 31 December 2024, and of its financial performance and its cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards ("HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA") and have been properly prepared in compliance with
the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") issued by the
HKICPA. Our responsibilities under those standards are further described in the Auditor's responsibilities
for the audit of the financial statements section of our report. We are independent of the Company in
accordance with the HKICPA's Code of Ethics for Professional Accountants (the "Code"), and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Information other than the financial statements and auditor's report thereon

The directors are responsible for the other information. The other information comprises the information
included in the report of the directors.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. [f,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. ‘We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation of the financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations or have no realistic alternative but to do so.

A member firm of Ernst & Young Global Limited - 8 -
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Independent auditor's report

To the member of Chong Hing Insurance Company Limited
BB R AIRAE]

(Incorporated in Hong Kong with limited liability)

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Our report is made solely to you, as a body, in accordance with section 405 of the
Hong Kong Companies Ordinance, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the directors' use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Company to cease to
continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

7 A

Certified Public Accountants
Hong Kong
22 April 2025

A member firm of Ernst & Young Global Limited = 9 -



CHONG HING INSURANCE COMPANY LIMITED
BRI AR E]

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

YEAR ENDED 31 DECEMBER 2024

Insurance revenue
Insurance service expenses
Net expense from reinsurance contracts held

Insurance service result

Investment income

Finance expense from insurance contracts issued
Finance income from reinsurance contracts held

Net insurance financial result
Other operating expenses
Other income

Profit before tax

Income tax expenses

Profit for the year

Other comprehensive income for the year:

ltems that may be reclassified to profit or loss

Change in value of financial assets at fair value through other

comprehensive income

Deferred income tax arising from fair value change

Notes

Amount reclassified to profit and loss upon impairment or disposal

OTHER COMPREHENSIVE INCOME FOR THE YEAR,

NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

_10_

2024 2023
HKS HKS
42,516,063 46,206,534
(11,281,990)  (14,036,965)
(9,757,558)  (10,405,383)
21,476,515 21,764,186
13,349,913 10,515,623
(2,812,584) (4,337,027)
408,108 615,813
(2,404,476) (3,721,214)
(8,850,059) (8,177,404)
2,886,455 2,599,531
26,458,348 22,980,722
(1,499,917) (578,266)
24,958,431 22,402,456
1,285,498 6,460,880
(213,030) (1,066,045)
220,431 11,380
1,292,899 5,406,215
26,251,330 27,808,671




CHONG HING INSURANCE COMPANY LIMITED

SRR AR F
STATEMENT OF FINANCIAL POSITION

31 December 2024

ASSETS

Property, plant and equipment

Intangible assets

Right-of-use assets

Financial assets at fair value through other
comprehensive income

Reinsurance contract assets

Investment in associates

Investment in a subsidiary

Amount due from related parties & subsidiary

Prepayments, deposits and other receivables

Fixed deposits

Cash and cash equivalents

Total assets

LIABILITIES

Insurance contract liabilities
Other payables and accruals
Lease liabilities

Deferred tax liabilities
Provision for restoration cost
Income tax payable

Total liabilities

Notes

10
11
12(a)

15
14
9(a)
9(b)
23(c)
17
16
18

19
20
12(b)
13

-11-

31st December
2024
HK$

91,555
2,593,742
178,316

13,973,916
9,107,852
166,000,000
4,000,000
2,653
1,285,030

270,973,926

468,206,890

75,860,627
11,129,456
214,043
928,935
722,700

1,005,531

89,861,292

31st December
2023
HK$

141,069
567,522
606,274

26,739,238
8,542,167
166,000,000
4,000,000
2,837
2,236,673
159,985,621
79,931,119

448,752,520

83,594,942
10,729,335
676,577
639,290
722,700
295,408

96,658,252



CHONG HING INSURANCE COMPANY LIMITED
AR AR

STATEMENT OF FINANCIAL POSITION (Continued)

31 December 2024

Note

EQUITY

Share capital 21
Other reserve

Retained earnings

Total equity

Total equity and liabilities

Lau Wai Man
Director

_12_

31st December
2024
HK$

85,000,000
51,209,689
242,135,909

378,345,598

468,206,890

31st December
2023
HK$

85,000,000
49,916,790
217,177,478

352,094,268

448,752,520

Ma Wai Leung
Director
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CHONG HING INSURANCE COMPANY LIMITED
AIERIE AR AE

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 December 2024

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustment for:
Depreciation of plant and equipment
Amortisation of intangible assets
Depreciation of right-of-use assets
Expected credit loss in investment
Interest income on bank deposits and debt securities
Interest expenses on lease liabilities and provision for
restoration cost
Dividend Income from financial assets
(Gain)/loss on disposal of financial assets at fair value
through other comprehensive income
(Increase)/decrease in reinsurance contract assets
Decrease/(increase) in receivables
(Increase)/decrease in interest receivables
Decrease in insurance contract liabilities
Increase in payables
Decrease in fixed deposits
Decrease in amount due from related parties and subsidiary

Cash generated from operations
Hong Kong profit tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Dividend received

Interest received

Purchases of items of property and equipment
Purchases of intangible assets

Purchases of investments

Disposal of listed financial assets

Net cash flows generated from financing activities

CASH FLOWS FROM FINANCING ACTIVITY
Principal elements of lease payments

Net cash flows used in financing activity

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

_15_.

Note

10
11
12(a)

12(c)

10
11

12(b)

18

2024 2023

HK$ HK$
26,458,348 22,980,722
49,514 186,771
473,780 216,314
427,958 427,958
(6,696) 6,696
(8,501,634) (8,353,394)
11,181 21,510
(4,707,519) (2,168,078)
(140,761) 5,850
(565,685) 5,200,034
951,643 (244,400)
(822,734) 95,634
(7,734,315) (6,134,668)
400,121 781,076
159,985,621 11,512,246
284 102
166,279,106 24,534,373
(758,058) (2,087,314)
165,521,048 22,447,059
4,707,519 2,168,078
9,324,366 8,257,761

- (798)
(2,500,000) -

- (3,106,428)
14,463,589 4,680,000
25,995,474 11,998,613
(473,715) (430,650)
(473,715) (430,650)
191,042,807 34,015,022
79,931,119 45,916,097

270,973,926

79,931,119



CHONG HING INSURANCE COMPANY LIMITED
SIE R AR A E]

STATEMENT OF CASH FLOWS (Continued)

FOR THE YEAR ENDED 31 December 2024

Note 2024 2023
HK$ HK$

Current and saving accounts with the immediate holding
company 18 270,943,926 79,901,119
Cash on hand 18 30,000 30,000
Cash and cash equivalents 270,973,926 79,931,119

-16 -



CHONG HING INSURANCE COMPANY LIMITED
BIELRER AR A F]

NOTES TO FINANCIAL STATEMENTS

31 December 2024

21

GENERAL INFORMATION

The Company is a limited liability company incorporated in Hong Kong. It is a wholly-owned
subsidiary of Chong Hing Bank Limited, a public limited company incorporated in Hong Kong. The
address of the registered office and principal place of business of the Company is L25, Tower Two,
Enterprise Square Five, 38 Wang Chiu Road, Kowloon Bay, Kowloon.

The Company was incorporated in Hong Kong in 1960 and has become a wholly-owned subsidiary
of Chong Hing Bank Limited since 2006. The Company provides a wide range of insurance products
to meet customers’ various personal or business needs, including fire insurance, home insurance,
travel insurance, domestic helper insurance and commercial insurance. The Company is an
authorized insurer supervised by the Insurance Authority of Hong Kong.

These financial statements are presented in Hong Kong dollars, unless otherwise stated. These
financial statements have been approved for issue by the board of directors of the Company on 22

April 2025.

BASIS OF PREPARATION

The Company is a wholly-owned subsidiary of Chong Hing Bank Limited. The results of its
associates and subsidiary are included in the consolidated financial statements of its holding
company which are prepared in accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”) and are available for public use. The Company is exempted from the
preparation of consolidated financial statements.

The financial statements have been prepared under the historical cost basis, except for certain
equity and bond investments which have been measured at fair value.

The preparation of financial statements in conformity with HKFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process
of applying the Company’s accounting policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the financial statements
are disclosed in Note 3.

_17_



CHONG HING INSURANCE COMPANY LIMITED
Al ATR A S

NOTES TO FINANCIAL STATEMENTS

31 December 2024

22

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Company has adopted the following revised HKFRSs, which are applicable to the Company
for the first time in the current year's financial statements.

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current (the “2020
Amendments”)

Amendments to HKAS 1 Non-current Liabilities with Covenants (the “2022 Amendments”)

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback
Amendments to HKFRS 16 specify the requirements that a seller-lessee uses in measuring the

lease liability arising in a sale and leaseback transaction to ensure the seller-lessee does not
recognise any amount of the gain or loss that relates to the right of use it retains. Since the
Company has no sale and leaseback transactions with variable lease payments that do not depend
on an index or a rate occurring from the date of initial application of HKFRS 16, the amendments
did not have any impact on the financial position or performance of the Company.

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and Amendments
to HKAS 1 Non-current Liabilities with Covenants

The 2020 Amendments clarify the requirements for classifying liabilities as current or non-current,
including what is meant by a right to defer settlement and that a right to defer must exist at the end
of the reporting period. Classification of a liability is unaffected by the likelihood that the entity will
exercise its right to defer settlement. The amendments also clarify that a liability can be settled in
its own equity instruments, and that only if a conversion option in a convertible liability is itself
accounted for as an equity instrument would the terms of a liability not impact its classification.
The 2022 Amendments further clarify that, among covenants of a liability arising from a loan
arrangement, only those with which an entity must comply on or before the reporting date affect
the classification of that liability as current or non-current. Additional disclosures are required for
non-current liabilities that are subject to the entity complying with future covenants within 12
months after the reporting period.

The Company has reassessed the terms and conditions of its liabilities as at 1 January 2023 and
2024 and concluded that the classification of its liabilities as current or non-current remained
unchanged upon initial application of the amendments. Accordingly, the amendments did not have
any impact on the financial position or performance of the Company.
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2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Company has not early applied any of the new and revised HKFRSs that have been issued
but are not yet effective for the accounting year ended 31 December 2024 in these financial
statements. Among these new and revised HKFRSs, the following are expected to be relevant to
the Company’s financial statements upon becoming effective:

HKFRS 18 Presentation and Disclosure in Financial Statements?
HKFRS 19 Subsidiaries without Public Accountability: Disclosures?
Amendments to HKFRS 9 Amendments to the Classification and Measurement of
and HKFRS 7 Financial Instruments’
Annual Improvements to HKFRS Amendments to HKFRS 1, HKFRS 7, HKFRS 9, HKFRS 10
Accounting Standards and HKAS 71
— Volume 11

' Effective for annual periods beginning on or after 1 January 2026
2 Effective for annual/reporting periods beginning on or after 1 January 2027

HKFRS 18 replaces HKAS 1 Presentation of Financial Statements. While a number of sections
have been brought forward from HKAS 1 with limited changes, HKFRS 18 introduces new
requirements for presentation within the statement of profit or loss, including specified totals and
subtotals. Entities are required to classify all income and expenses within the statement of profit
or loss into one of the five categories: operating, investing, financing, income taxes and
discontinued operations and to present two new defined subtotals. It also requires disclosures
about management-defined performance measures in a single note and introduces enhanced
requirements on the grouping (aggregation and disaggregation) and the location of information in
both the primary financial statements and the notes. Some requirements previously included in
HKAS 1 are moved to HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors,
which is renamed as HKAS 8 Basis of Preparation of Financial Statements. As a consequence of
the issuance of HKFRS 18, limited, but widely applicable, amendments are made to HKAS 7
Statement of Cash Flows, HKAS 33 Earnings per Share and HKAS 34 Interim Financial Reporting.
In addition, there are minor consequential amendments to other HKFRSs. HKERS 18 and the
consequential amendments to other HKFRSs are effective for annual periods beginning on or after
1 January 2027 with earlier application permitted. Retrospective application is required. The
Company is currently analysing the new requirements and assessing the impact of HKFRS 18 on
the presentation and disclosure of the Company’s financial statements.

HKFRS 19 allows eligible entities to elect to apply reduced disclosure requirements while still
applying the recognition, measurement and presentation requirements in other HKFRSs. To be
eligible, at the end of the reporting period, an entity must be a subsidiary as defined in HKFRS 10
Consolidated Financial Statements, cannot have public accountability and must have a parent
(ultimate or intermediate) that prepares consolidated financial statements available for public use
which comply with HKFRSs. Earlier application is permitted. The Company is currently considering
the application of HKFRS 19 in the financial statements.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Amendments to HKFRS 9 and HKFRS 7 clarify the date on which a financial asset or financial
liability is derecognised and introduce an accounting policy option to derecognise a financial
liability that is settled through an electronic payment system before the settlement date if specified
criteria are met. The amendments clarify how to assess the contractual cash flow characteristics
of financial assets with environmental, social and governance and other similar contingent features.
Moreover, the amendments clarify the requirements for classifying financial assets with non-
recourse features and contractually linked instruments. The amendments also include additional
disclosures for investments in equity instruments designated at fair value through other
comprehensive income and financial instruments with contingent features. The amendments shall
be applied retrospectively with an adjustment to opening retained profits (or other component of
equity) at the initial application date. Prior periods are not required to be restated and can only be
restated without the use of hindsight. Earlier application of either all the amendments at the same
time or only the amendments related to the classification of financial assets is permitted. The
amendments are not expected to have any significant impact on the Company’s financial
statements.

Annual Improvements to HKFRS Accounting Standards — Volume 11 set out amendments to
HKFRS 1, HKFRS 7 (and the accompanying Guidance on implementing HKFRS 7), HKFRS 9,
HKFRS 10 and HKAS 7. Details of the amendments that are expected to be applicable to the
Company are as follows:

*  HKFRS7 Financial Instruments: Disclosures: The amendments have updated certain wording
in paragraph B38 of HKFRS 7 and paragraphs 1G1, IG14 and IG20B of the Guidance on
implementing HKFRS 7 for the purpose of simplification or achieving consistency with other
paragraphs in the standard and/or with the concepts and terminology used in other standards.
In addition, the amendments clarify that the Guidance on implementing HKFRS 7 does not
necessarily illustrate all the requirements in the referenced paragraphs of HKFRS 7 nor does
it create additional requirements. Earlier application is permitted. The amendments are not
expected to have any significant impact on the Company’s financial statements.

¢ HKFRS 9 Financial Instruments: The amendments clarify that when a lessee has determined
that a lease liability has been extinguished in accordance with HKFRS 9, the lessee is
required to apply paragraph 3.3.3 of HKFRS 9 and recognise any resulting gain or loss in
profit or loss. In addition, the amendments have updated certain wording in paragraph 5.1.3
of HKFRS ¢ and Appendix A of HKFRS 9 to remove potential confusion. Earlier application
is permitted. The amendments are not expected to have any significant impact on the
Company’s financial statements.

¢ HKAS 7 Statement of Cash Flows: The amendments replace the term “cost method” with “at
cost” in paragraph 37 of HKAS 7 following the prior deletion of the definition of “cost method”.
Earlier application is permitted. The amendments are not expected to have any impact on the
Company’s financial statements.
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(@)

MATERIAL ACCOUNTING POLICIES

Insurance and reinsurance contracts classification

The Company issues insurance contracts in the normal course of business, under which it accepts
significant insurance risk from its policyholders. As a general guideline, the Company determines
whether it has significant insurance risk, by comparing benefits payable after an insured event with
benefits payable if the insured event did not occur. Insurance contracts can also transfer financial

risk.

The Company also issues reinsurance contracts in the normal course of business to compensate
other entities for claims arising from one or more insurance contracts issued by those entities.

The Company does not issue any contracts with direct participating features.

Insurance and reinsurance contracts accounting treatment

(i)

(ii)

Separating components from insurance and reinsurance contracts

The Company assesses its non-life insurance and reinsurance products to determine
whether they contain distinct components which must be accounted for under another
HKFRS instead of under HKFRS 17. After separating any distinct components, the
Company applies HKFRS 17 to all remaining components of the (host) insurance contract.
Currently, the Company’s products do not include any distinct components that require
separation.

Level of aggregation

HKFRS 17 requires a company to determine the level of aggregation for applying its
requirements. The level of aggregation for the Company is determined firstly by dividing the
business written into portfolios. Portfolios comprise groups of contracts with similar risks
which are managed together. Portfolios are further divided based on expected profitability
at inception into three categories: onerous contracts, contracts with no significant risk of
becoming onerous, and the remainder. This means that, for determining the level of
aggregation, the Company identifies a contract as the smallest ‘unit, i.e., the lowest
common denominator. However, the Company makes an evaluation of whether a series of
contracts need to be treated together as one unit based on reasonable and supportable
information, or whether a single contract contains components that need to be separated
and treated as if they were stand-alone contracts. As such, what is treated as a contract for
accounting purposes may differ from what is considered as a contract for other purposes
(i.e., legal or management). HKFRS 17 also requires that no group for level of aggregation
purposes may contain contracts issued more than one year apart.

The Company has elected to group together those contracts that would fall into different
groups only because law or regulation specifically constrains its practical ability to set a
different price or level of benefits for policyholders with different characteristics.

The portfolios are further divided by year of issue and profitability for recognition and
measurement purposes. Hence, within each year of issue, portfolios of contracts are divided
into two groups, as follows:

*  Agroup of contracts that are onerous at initial recognition (if any)

*  Agroup of the remaining contracts in the portfolio (if any)
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2.4

(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(ii)

(iii)

Level of aggregation (Continued)

The profitability of groups of contracts is assessed by actuarial valuation models that take
into consideration existing and new business. The Company assumes that no contracts in
the portfolio are onerous at initial recognition unless facts and circumstances indicate
otherwise. For contracts that are not onerous, the Company assesses, at initial recognition,
that there is no significant possibility of becoming onerous subsequently by assessing the
likelihood of changes in applicable facts and circumstances. The Company considers facts
and circumstances to identify whether a group of contracts are onerous based on:

+  Pricing information
*  Results of similar contracts it has recognised
*  Environmental factors, e.g., a change in market experience or regulations

The Company divides portfolios of reinsurance contracts held applying the same principles
set out above, except that the references to onerous contracts refer to contracts on which
there is a net gain on initial recognition. For some groups of reinsurance contracts held, a
group can comprise a single contract.

Recognition

The Company recognises groups of insurance contracts it issues from the earliest of the
following:

*  The beginning of the coverage period of the group of contracts

*  The date when the first payment from a policyholder in the group is due or when the
first payment is received if there is no due date

*  For a group of onerous contracts, if facts and circumstances indicate that the group is
onerous

The Company recognises a group of reinsurance contracts held it has entered into from the
earlier of the following:

*  The beginning of the coverage period of the group of reinsurance contracts held.
(However, the Company delays the recognition of a group of reinsurance contracts
held that provide proportionate coverage until the date any underlying insurance
contract is initially recognised, if that date is later than the beginning of the coverage
period of the group of reinsurance contracts held.

And

*  The date the Company recognises an onerous group of underlying insurance contracts
if the Company entered into the related reinsurance contract held in the group of
reinsurance contracts held at or before that date.

The Company adds new contracts to the group in the reporting period in which that contract
meets one of the criteria set out above.
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(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(iv)

(v)

Contract boundary

The Company includes in the measurement of a group of insurance contracts all the future
cash flows within the boundary of each contract in the group. Cash flows are within the
boundary of an insurance contract if they arise from substantive rights and obligations that
exist during the reporting period in which the Company can compel the policyholder to pay
the premiums, or in which the Company has a substantive obligation to provide the
policyholder with insurance contract services. A substantive obligation to provide insurance
contract services ends when:

* The Company has the practical ability to reassess the risks of the particular
policyholder and, as a result, can set a price or level of benefits that fully reflects those
risks

Or

Both of the following criteria are satisfied:

«  The Company has the practical ability to reassess the risks of the portfolio of insurance
contracts that contain the contract and, as a result, can set a price or level of benefits
that fully reflects the risk of that portfolio

*  The pricing of the premiums up to the date when the risks are reassessed does not
take into account the risks that relate to periods after the reassessment date

A liability or asset relating to expected premiums or claims outside the boundary of the
insurance contract is not recognised. Such amounts relate to future insurance contracts.

Measurement

Insurance contracts — initial measurement

The Company applies the premium allocation approach (PAA) to all the insurance contracts
that it issues and reinsurance contracts that it holds, as:

*  The coverage period of each contract in the group is one year or less, including
insurance contract services arising from all premiums within the contract boundary

Or

»  For contracts longer than one year, the Company has modelled possible future
scenarios and reasonably expects that the measurement of the liability for remaining
coverage for the group containing those contracts under the PAA does not differ
materially from the measurement that would be produced applying the general model.
In assessing materiality, the Company has also considered qualitative factors such as
the nature of the risk and types of its lines of business.
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(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(v)
(1)

Measurement (Continued)

Insurance contracts — initial measurement (Continued)

The Company does not apply the PAA if, at the inception of the group of contracts, it expects
significant variability in the fulfilment cash flows that would affect the measurement of the
liability for the remaining coverage during the period before a claim is incurred. Variability
in the fulfiiment cash flows increases with, for example:

*  The extent of future cash flows related to any derivatives embedded in the contracts

*  The length of the coverage period of the group of contracts

For a group of contracts that is not onerous at initial recognition, the Company measures

the liability for remaining coverage as:

. The premiums, if any, received at initial recognition

*  Minus any insurance acquisition cash flows at that date, with the exception of contracts
which are one year or less where this is expensed,

. Plus or minus any amount arising from the derecognition at that date of the asset
recognised for insurance acquisition cash flows and

*  Any other asset or liability previously recognised for cash flows related to the group of
contracts that the Company pays or receives before the group of insurance contracts
is recognised.

For each group of business, there is no allowance for time value of money on the liability
for remaining coverage as there is no significant financing component existed.

Where facts and circumstances indicate that contracts are onerous at initial recognition, the
Group performs additional analysis to determine if a net outflow is expected from the
contract. Such onerous contracts are separately grouped from other contracts and the
Group recognises a loss in profit or loss for the net outflow, resulting in the carrying amount
of the liability for the group being equal to the fulfilment cash flows. A loss component is
established by the Company for the liability for remaining coverage for such onerous group
depicting the losses recognised. For additional disclosures on the loss component, please
refer to 2.4(b)(vi)(2).

Reinsurance contracts held — initial measurement

The Company measures its reinsurance assets for a group of reinsurance contracts that it
holds on the same basis as insurance contracts that it issues. However, they are adapted
to reflect the features of reinsurance contracts held that differ from insurance contracts
issued, for example the generation of expenses or reduction in expenses rather than
revenue.

Where the Company recognises a loss on initial recognition of an onerous group of
underlying insurance contracts or when further onerous underlying insurance contracts are
added to a group, the Company establishes a loss-recovery component of the asset for
remaining coverage for a group of reinsurance contracts held depicting the recovery of
losses.
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(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(v)
()

Measurement

Reinsurance contracts held — initial measurement (Continued)

The Company measures its reinsurance assets for a group of reinsurance contracts that it
holds on the same basis as insurance contracts that it issues. However, they are adapted
to reflect the features of reinsurance contracts held that differ from insurance contracts
issued, for example the generation of expenses or reduction in expenses rather than

revenue.

Where the Company recognises a loss on initial recognition of an onerous group of
underlying insurance contracts or when further onerous underlying insurance contracts are
added to a group, the Company establishes a loss-recovery component of the asset for
remaining coverage for a group of reinsurance contracts held depicting the recovery of
losses.

The Company calculates the loss-recovery component by multiplying the loss recognised
on the underlying insurance contracts and the percentage of claims on the underlying
insurance contracts the Company expects to recover from the group of reinsurance
contracts held. The Company uses a systematic and rational method to determine the
portion of losses recognised on the group to insurance contracts covered by the group of
reinsurance contracts held where some contracts in the underlying group are not covered
by the group of reinsurance contracts held.

The loss-recovery component adjusts the carrying amount of the asset for remaining
coverage.

Insurance contracts — subsequent measurement

The Company measures the carrying amount of the liability for remaining coverage at the
end of each reporting period as the liability for remaining coverage at the beginning of the
period:

*  Plus premiums received in the period

*  Minus insurance acquisition cash flows paid

*  Plus any amounts relating to the amortisation of the insurance acquisition cash flows
recognised as an expense in the reporting period for the group

+  Plus any adjustment to the financing component, where applicable

*  Minus the amount recognised as insurance revenue for the services provided in the
period

*  Minus any investment component paid or transferred to the liability for incurred claims
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2.4

(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(v)
3)

Measurement (Continued)

Insurance contracts — subsequent measurement (Continued)

The Company estimates the liability for incurred claims as the fulfilment cash flows related
toincurred claims. The fulfilment cash flows incorporate, in an unbiased way, all reasonable
and supportable information available without undue cost or effort about the amount, timing
and uncertainty of those future cash flows, they reflect current estimates from the
perspective of the Company, and include an explicit adjustment for non-financial risk (the
risk adjustment). The Company does not adjust the future cash flows for the time value of
money and the effect of financial risk for the measurement of liability for incurred claims
that are expected to be paid within one year of being incurred.

Where, during the coverage period, facts and circumstances indicate that a group of
insurance contracts is onerous, the Company recognises a loss in profit or loss for the net
outflow, resulting in the carrying amount of the liability for the group being equal to the
fulfilment cash flows. A loss component is established by the Company for the liability for
remaining coverage for such onerous group depicting the losses recognised. For additional
disclosures on the loss component, please refer to Note 2.4(b)(vi)(2).

Insurance acquisition cash flows are allocated on a straight-line basis as a portion of
premium to profit or loss (through insurance revenue).

Reinsurance contracts held — subsequent measurement

The subsequent measurement of reinsurance contracts held follows the same principles
as those for insurance contracts issued and has been adapted to reflect the specific
features of reinsurance held.

Where the Company has established a loss-recovery component, the Company
subsequently reduces the loss-recovery component to zero in line with reductions in the
onerous group of underlying insurance contracts in order to reflect that the loss-recovery
component shall not exceed the portion of the carrying amount of the loss component of
the onerous group of underlying insurance contracts that the entity expects to recover from
the group of reinsurance contracts held.

Insurance acquisition cash flows

Insurance acquisition cash flows arise from the costs of selling, underwriting and starting a
group of insurance contracts (issued or expected to be issued) that are directly attributable
to the portfolio of insurance contracts to which the group belongs.

The Company has opted to recognise any insurance acquisition cash flows as an expense
when it incurs those costs, except for commission expenses which will be allocated to
groups of insurance contracts. The Company uses a systematic and rational method to
allocate:
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(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(v)
(5)

(6)

Measurement (Continued)

Insurance acquisition cash flows (Continued)

(@)

Insurance acquisition cash flows that are directly attributable to a group of insurance
contracts:

to that group; and
to groups that include insurance contracts that are expected to arise from the renewals
of the insurance contracts in that group.

Insurance acquisition cash flows directly attributable to a portfolio of insurance
contracts that are not directly attributable to a group of contracts, to groups in the
portfolio.

Where insurance acquisition cash flows have been paid or incurred before the related
group of insurance contracts is recognised in the statement of financial position, a
separate asset for insurance acquisition cash flows is recognised for each related

group.

The asset for insurance acquisition cash flow is derecognised from the statement of
financial position when the insurance acquisition cash flows are included in the initial
measurement of the related group of insurance contracts.

Insurance contracts — modification and derecognition

The Company derecognises insurance contracts when:

Or

The rights and obligations relating to the contract are extinguished (i.e., discharged,
cancelled or expired)

The contract is modified such that the modification results in a change in the
measurement model or the applicable standard for measuring a component of the
contract, substantially changes the contract boundary, or requires the modified
contract to be included in a different group. In such cases, the Company derecognises
the initial contract and recognises the modified contract as a new contract

When a modification is not treated as a derecognition, the Company recognises amounts
paid or received for the modification with the contract as an adjustment to the relevant
liability for remaining coverage.
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(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(vi)

Presentation

The Company has presented separately, in the statement of financial position, the carrying
amount of portfolios of insurance contracts issued that are assets, portfolios of insurance
contracts issued that are liabilities, portfolios of reinsurance contracts held that are assets
and portfolios of reinsurance contracts held that are liabilities.

Any assets for insurance acquisition cash flows recognised before the corresponding
insurance contracts are included in the carrying amount of the related groups of insurance
contracts are allocated to the carrying amount of the portfolios of insurance contracts that
they relate to.

The Company disaggregates the total amount recognised in the consolidated statement of
profit or loss and other comprehensive income, comprising insurance revenue and
insurance service expense, and insurance finance income or expenses.

The Company does not disaggregate the change in risk adjustment for non-financial risk
between a financial and non-financial portion and includes the entire change as part of the
insurance service result.

The Company separately presents income or expenses from reinsurance contracts held
from the expenses or income from insurance contracts issued.

Insurance revenue

The insurance revenue for the period is the amount of expected premium receipts
(excluding any investment component) allocated to the period. The Company allocates the
expected premium receipts to each period of insurance contract services on the basis of
the passage of time. But if the expected pattern of release of risk during the coverage period
differs significantly from the passage of time, then the allocation is made on the basis of the
expected timing of incurred insurance service expenses.

The Company changes the basis of allocation between the two methods above as
necessary, if facts and circumstances change. The change is accounted for prospectively
as a change in accounting estimate.

For the periods presented, all revenue has been recognised on the basis of the passage of
time. '
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(b)

MATERIAL ACCOUNTING POLICIES (Continued)

Insurance and reinsurance contracts accounting treatment (Continued)

(vi)
2)

()

(%)

Presentation (Continued)

Loss components

The Company assumes that no contracts are onerous at initial recognition unless facts and
circumstances indicate otherwise. Where this is not the case, and if at any time during the
coverage period, the facts and circumstances mentioned in Note 2.4(b)(ii) indicate that a
group of insurance contracts is onerous, the Company establishes a loss component as the
excess of the fulfiiment cash flows that relate to the remaining coverage of the group over
the carrying amount of the liability for remaining coverage of the group as determined in
Note 2.4(b)(v). Accordingly, by the end of the coverage period of the group of contracts the
loss component will be zero.

Loss-recovery components

As described in Note 2.4(b)(v) above, where the Company recognises a loss on initial
recognition of an onerous group of underlying insurance contracts, or when further onerous
underlying insurance contracts are added to a group, the Group establishes a loss-recovery
component of the asset for remaining coverage for a group of reinsurance contracts held
depicting the expected recovery of the losses.

A loss-recovery component is subsequently reduced to zero in line with reductions in the
onerous group of underlying insurance contracts in order to reflect that the loss-recovery
component shall not exceed the portion of the carrying amount of the loss component of
the onerous group of underlying insurance contracts that the entity expects to recover from
the group of reinsurance contracts held.

Insurance finance income and expense

Insurance finance income or expenses comprise the change in the carrying amount of the
group of insurance contracts arising from:

»  The effect of the time value of money and changes in the time value of money; and
e  The effect of financial risk and changes in financial risk.

The Company makes use of a general fund and there is no direct link between the
investment assets backing the insurance contract liabilities. The Company does not
disaggregate finance income and expenses into profit or loss and other comprehensive
income, but recognise the entire amount in consolidated statement of profit or loss.

Net income or expense from reinsurance contracts held

The Company presents on the face of the statement of profit or loss and other
comprehensive income, the income or expense from a group of reinsurance contracts held.
The Group treats reinsurance cash flows that are contingent on claims on the underlying
contracts as part of the claims that are expected to be reimbursed under the reinsurance
contract held, and excludes investment components and commissions from an allocation
of reinsurance premiums presented on the face of the statement of profit or loss and other
comprehensive income.
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(©)

MATERIAL ACCOUNTING POLICIES (Continued)

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

(i)

Financial assets
Initial recognition and measurement

Financial assets are classified at initial recognition, as subsequently measured at amortised
cost, fair value through other comprehensive income (OCI), and fair value through profit or
loss.

The classification of financial assets at initial recognition depends on the financial asset's
contractual cash flow characteristics and the Company’s business model for managing
them. The Company initially measures a financial asset at its fair value plus in the case of
a financial asset not at fair value through profit or loss, transaction costs.

In order for a financial asset to be classified and measured at amortised cost or fair value
through OCI, it needs to give rise to cash flows that are ‘solely payments of principal and
interest (SPPI)’ on the principal amount outstanding. This assessment is referred to as the
SPPI test and is performed at an instrument level. Financial assets with cash flows that
are not SPPI are classified and measured at fair value through profit or loss, irrespective of
the business model.

The Company’s business model for managing financial assets refers to how it manages its
financial assets in order to generate cash flows. The business model determines whether
cash flows will result from collecting contractual cash flows, selling the financial assets, or
both. Financial assets classified and measured at amortised cost are held within a business
model with the objective to hold financial assets in order to collect contractual cash flows
while financial assets classified and measured at fair value through OCI are held within a
business model with the objective of both holding to coliect contractual cash flows and
selling.

Purchases or sales of financial assets that require delivery of assets within a time frame
established by regulation or convention in the market place (regular way trades) are
recognised on the trade date, i.e., the date that the Company commits to purchase or sell
the asset.
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(c)

MATERIAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

(i)

Financial assets (Continued)
Subsequent measurement

The subsequent measurement of financial assets depends on their classification as
follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest
(EIR) method and are subject to impairment. Gains and losses are recognised in profit or
loss when the asset is derecognised, modified or impaired.

Financial assets at fair value through OCI (debt instruments)

For debt investments at fair value through OCI, interest income, foreign exchange
revaluation and impairment losses or reversals are recognised in the statement of profit or
loss and computed in the same manner as for financial assets measured at amortised cost.
The remaining fair value changes are recognised in OCIl. Upon derecognition, the
cumulative fair value change recognised in OCl is recycled to profit or loss.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are carried in the statement of financial
position at fair value with net changes in fair value recognised in the statement of profit or

loss.

This category includes derivative instruments and listed equity investments which the
Company had not irrevocably elected to classify at fair value through OCI. Dividends on
listed equity investments are recognised as other income in the statement of profit or loss
when the right of payment has been established.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is
separated from the host and accounted for as a separate derivative if: the economic
characteristics and risks are not closely related to the host; a separate instrument with the
same terms as the embedded derivative would meet the definition of a derivative: and the
hybrid contract is not measured at fair value through profit or loss. Embedded derivatives
are measured at fair value with changes in fair value recognised in profit or loss.
Reassessment only occurs if there is either a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required or a reclassification
of a financial asset out of the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a financial asset host is not
accounted for separately. The financial asset host together with the embedded derivative
is required to be classified in its entirety as a financial asset at fair value through profit or
loss.
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MATERIAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

(i)

Financial assets (Continued)
Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e., removed from the Company's statement of
financial position) when:

the rights to receive cash flows from the asset have expired; or

. the Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay
to a third party under a “pass-through” arrangement; and either (a) the Company
has transferred substantially all the risks and rewards of the asset, or (b) the
Company has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset

When the Company has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, it evaluates if, and to what extent, it has retained
the risk and rewards of ownership. When it has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the
Company continues to recognise the transferred asset to the extent of its continuing
involvement. In that case, the Company also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights
and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum
amount of consideration that the Company could be required to repay.

Impairment

The Company recognises an allowance for expected credit losses (ECLs) for all debt
instruments not held at fair value through profit or loss. ECLs are based on the difference
between the contractual cash flows due in accordance with the contract and all the cash
flows that the Company expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows from the sale of
collateral held or other credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next 12 months (a 12-month
ECL). For those credit exposures for which there has been a significant increase in credit
risk since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).
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MATERIAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

(i)

Financial assets (Continued)
Impairment (Continued)

At each reporting date, the Company assesses whether the credit risk on a financial
instrument has increased significantly since initial recognition. When making the
assessment, the Company compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers reasonable and supportable
information that is available without undue cost or effort, including historical and forward-
looking information. The Company considers that there has been a significant increase in
credit risk when contractual payments are more than 30 days past due.

The Company considers a financial asset in default when contractual payments are 90 days
past due. However, in certain cases, the Company may also consider a financial asset to
be in default when internal or external information indicates that the Company is unlikely to
receive the outstanding contractual amounts in full before taking into account any credit
enhancements held by the Company. A financial asset is written off when there is no
reasonable expectation of recovering the contractual cash flows.

Debt investments at fair value through other comprehensive income and financial assets at
amortised cost are subject to impairment under the general approach and they are
classified within the following stages for measurement of ECLs except for trade receivables
and contract assets which apply the simplified approach as detailed below.

Stage 1 — Financial instruments for which credit risk has not increased significantly since
initial recognition and for which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has increased significantly since initial
recognition but that are not credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting date (but that are not
purchased or originated credit-impaired) and for which the loss allowance is
measured at an amount equal to lifetime ECLs

Simplified approach

For trade receivables and contract assets that do not contain a significant financing
component or when the Company applies the practical expedient of not adjusting the effect
of a significant financing component, the Company applies the simplified approach in
calculating ECLs. Under the simplified approach, the Company does not track changes in
creditrisk, but instead recognises a loss allowance based on lifetime ECLs at each reporting
date. The Company has established a provision matrix that is based on its historical credit
loss experience, adjusted for forward-looking factors specific to the debtors and the
economic environment.
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MATERIAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

(i)

(i)

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by the Company are classified as either
financial liabilities or as equity in accordance with the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the
Company after deducting all of its liabilities. Equity instruments issued by the Company
are recorded at the proceeds received, net of direct issue costs.

Effective interest rate method

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

Financial liabilities

Financial liabilities (including other creditors and amount due to a fellow subsidiary) are
subsequently measured at amortised cost, using the effective interest rate method.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net basis, to realise the assets
and settle the liabilities simultaneously.
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MATERIAL ACCOUNTING POLICIES (Continued)

Fair value measurement

The Company measures its debt instruments at fair value at each balance sheet date. Fair value
is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability, or in the absence of a principal market, in the
most advantageous market for the asset or liability. The principal or the most advantageous market
must be accessible by the Company. The fair value of an asset or a liability is measured using the
assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input
that is significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level input that is significant to the
fair value measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level input that is significant to the
fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a recurring
basis, the Company determines whether transfers have occurred between levels in the hierarchy
by reassessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Cash and cash equivalents and deposits

Cash and cash equivalents in the statement of financial position comprise cash at banks and on
hand and short-term highly liquid deposits with a maturity of generally of three months or less, that
are held for purpose of short-term cash commitments and readily convertible to a known amount of
cash and subject to an insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and

short-term deposits, as defined above, net of outstanding bank overdrafts as they are considered
an integral part of the Company’s cash management.
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MATERIAL ACCOUNTING POLICIES (Continued)
Impairment of non-financial assets

The Company assesses at the end of each reporting period whether there is an indication that a
non-financial asset may be impaired. If such an indication exists, the Company makes an estimate
of the asset's recoverable amount.

The recoverable amount of an asset is the higher of its fair value less costs of disposal and its value
in use. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable amount is determined for the smallest group
of assets that generates cash inflows independently (i.e., a cash-generating unit).

An impairment loss is recognised in the statement of profit or loss whenever the carrying amount of
an asset, or the cash-generating unit to which it belongs, exceeds its recoverable amount. The
impairment loss is reversed if there has been a favourable change in the estimates used to
determine the recoverable amount. A reversal of the impairment loss is limited to the asset's
carrying amount that would have been determined had no impairment loss been recognised in prior
years. The reversal of the impairment loss is credited to the statement of profit or loss in the year
in which it arises.

Property, plant and equipment and depreciation

Items of property, plant and equipment are stated at cost less accumulated depreciation and any
impairment losses. The cost of an item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset to its working condition and location
for its intended use. Expenditure incurred after items of property, plant and equipment have been
put into operation, such as repairs and maintenance, is normally charged to the statement of profit
or loss in the period in which it is incurred. In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the carrying amount of the asset as a
replacement. Where significant parts of property, plant and equipment are required to be replaced
at intervals, the Company recognises such parts as individual assets with specific useful lives and
depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property,
plant and equipment to its residual value over its estimated useful life. The principal annual rates
used for this purpose are as follows:

Leasehold improvements over the lease term
Furniture and fixtures 20%
Office equipment 20%
Computer equipment 20%

Where parts of an item of plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately.
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MATERIAL ACCOUNTING POLICIES (Continued)
Plant and equipment and depreciation (Continued)

The gain or loss on disposal of items of property, plant and equipment is the difference between
the net sales proceeds and the carrying amount of the relevant asset and is recognised in the
statement of profit or loss.

The assets’ residual values, useful lives and the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

Intangible assets

Intangible assets with finite useful lives that are acquired separately carried at cost less
accumulated amortisation and accumulated impairment losses. Amortisation is recognised on a
straight-line basis over 5 years. The estimated useful life and amortisation method are reviewed at
the end of each reporting period, with the effect of any changes in estimate being accounted for on
a prospective basis. Intangible assets with indefinite useful lives that are acquired separately are
carried at cost less any accumulated impairment losses (see the accounting policy in respect of
impairment of non-financial assets below).

An intangible asset is derecognised on disposal, or when no future economic benefits are expected
from use or disposal. Gains or losses arising from derecognition of an intangible asset, measured
at the difference between the net disposal proceeds and the carrying amount of the asset, and are
recognised in the profit or loss when the asset is derecognised.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for
a period of time in exchange for consideration.

Company as a lessee

The Company applies a single recognition and measurement approach for all leases, except for
short-term ieases and leases of low-value assets. The Company recognises lease liabilities to make
lease payments and right-of-use assets representing the right to use the underlying assets.
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MATERIAL ACCOUNTING POLICIES (Continued)
Leases (Continued)

Company as a lessee (Continued)

(a) Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (that is the
date the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the
shorter of the lease terms and the estimated useful lives of the assets, as follows:

Premises over the lease term

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life
of the asset.

(b) Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid under
residual value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Company and payments of penalties for terminating the
lease, if the lease term reflects the Company exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses in
the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying amount
of lease liabilities is remeasured if there is a modification, a change in the lease term, a change in
lease payments (e.g., a change to future payments resulting from a change in an index or rate used
to determine such lease payments) or a change in assessment of an option to purchase the
underlying asset.

_38_



CHONG HING INSURANCE COMPANY LIMITED
BIER AR

NOTES TO FINANCIAL STATEMENTS

31 December 2024

24

{)

MATERIAL ACCOUNTING POLICIES (Continued)

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised outside profit or loss, either in other comprehensive income or directly
in equity.

Current income tax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are
those that are enacted or substantively enacted at the reporting date in the countries where the
Company operates and generates taxable income.

Deferred tax is provided using the liability method on temporary differences between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes at the reporting
date.

Deferred tax liabilities are provided in full on all taxable temporary differences while deferred tax
assets are recognised for all deductible temporary differences, carryforward of unused tax credits
and unused tax losses, to the extent that it is probable that taxable profits will be available against
which the deductible temporary differences, and the carryforward of unused tax credits and unused
tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilised. Unrecognised deferred tax assets are re-assessed at each
reporting date and are recognised to the extent that it has become probable that future taxable
profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set

off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.
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(k)

U

(m)

MATERIAL ACCOUNTING POLICIES (Continued)
Investment in a subsidiary

Investment in a subsidiary is included in the Company’s statement of financial position at cost less
any identified impairment loss. The results of a subsidiary are accounted for by the Company on
the basis of dividends received or receivable.

Impairment testing of the investment in a subsidiary required upon receiving a dividend from the
investment if the dividend exceeds the total comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated financial statements of the investee’s

net assets including goodwill.

Investment in associates

An associate is an entity over which the Company has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee, but is not
control or joint control over those policies.

Investment in an associate is included in the statement of financial position at cost less any identified
impairment loss.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Company and
when the revenue can be measured reliably, on the following bases:

(a) Dividend income is recognised when the shareholders' right to receive payment has been
established; and

(b) Interest income is recognised on an accrual basis using the effective interest rate method

by applying the rate that discounts the estimated future cash receipts over the expected life
of the financial instrument to the net carrying amount of the financial asset.

_40_



CHONG HING INSURANCE COMPANY LIMITED
AR AR A E]

NOTES TO FINANCIAL STATEMENTS

31 December 2024

24

(n)

MATERIAL ACCOUNTING POLICIES (Continued)

Related parties

A party is considered to be related to the Company if:

(a) the party is a person or a close member of that person's family and that person

(i)
(if)
(iii)

or

has control or joint control over the Company;

has significant influence over the Company; or

is @ member of the key management personnel of the Company or of a parent of
the Company;

(b) the party is an entity where any of the following conditions applies:

(i)
(ii)

(iii)
(iv)

(v)

(vi)
(vii)

(viii)

the entity and the Company are members of the same group;

one entity is an associate or joint venture of the other entity (or of a parent,
subsidiary or fellow subsidiary of the other entity);

the entity and the Company are joint ventures of the same third party;

one entity is a joint venture of a third entity and the other entity is an associate of
the third entity;

the entity is a post-employment benefit plan for the benefit of employees of either
the Company or an entity related to the Company;

the entity is controlled or jointly controlled by a person identified in (a);

a person identified in (a)(i) has significant influence over the entity or is a member
of the key management personnel of the entity (or of a parent of the entity); and
the entity, or any member of a group of which it is a part, provides key management
personnel services to the Company or to the parent of the Company.

Retirement benefit costs

Payments to defined contribution retirement benefit plans, and Mandatory Provident Fund Scheme
are recognised as an expense when employees have rendered services entiting them to the

contributions.

Foreign currencies

At the end of the reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date.

Exchange differences arising on the settiement of monetary items, and on the retranslation of
monetary items, are recognised in profit or loss in the period in which they arise.
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3. JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The Company makes estimates, assumptions and judgments that affect the reported amounts of
assets and liabilities. Estimates, assumptions and judgments are continually evaluated and based
on historical experience and other factors, including expectations of future events that are believed
to be reasonable under the circumstances.

Measurement of the expected credit loss (‘ECL”) allowance

The measurement of the expected credit loss allowance for financial assets measured at amortised
cost and FVOCI is an area that requires the use of complex models and significant assumptions
about future economic conditions and credit behaviour.

A number of significant judgements are also required in applying the accounting requirements for
measuring ECL, such as:

. Determining criteria for significant increase in credit risk;
. Choosing appropriate models and assumptions for the measurement of ECL;
. Establishing groups of similar financial assets for the purposes of measuring ECL

Insurance and reinsurance contracts

The Company applies the PAA to simplify the measurement of insurance contracts. When
measuring liabilities for remaining coverage, the PAA is broadly similar to the Company’s previous
accounting treatment under HKFRS 4. However, when measuring liabilities for incurred claims, the
Company now discounts cash flows that are expected to occur more than one year after the date
on which the claims are incurred and includes an explicit risk adjustment for non-financial risk.

i. Liability for remaining coverage

Insurance acquisition cash flows

The insurance acquisition cash flows are allocated to related groups of insurance contracts
recognised in the statement of financial position (including those groups that will include
insurance contracts expected to arise from renewals), where groups are not eligible to
recognise an expense immediately. An asset for insurance acquisition cash flows is
recognised for acquisition cash flows incurred before the related group of insurance contracts
has been recognised.

There would be an increased charge to profit or loss on incurring the expense, offset by an
increase in profit released over the coverage period.

Release of liability for remaining coverage

The release of liability for remaining coverage into insurance revenue is based on expected
premiums, where for reinsurance contracts issued this implies estimation of premiums for all
insurance service provided, including those not yet reported by the ceding companies.

Onerous groups

For groups of contracts that are onerous, the liability for remaining coverage is determined
by the fulfilment cash flows. Any loss-recovery component is determined with reference to
the loss component recognised on underlying contracts and the recovery expected on such
claims from reinsurance contracts held.
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3.

JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (Continued)

Insurance and reinsurance contracts (continued)

Liability for remaining coverage (continued)

Time value of money
For each group of business, there is no allowance for time value of money on the liability for
remaining coverage as there is no significant financing component existed.

Liability for incurred claims

The ultimate cost of outstanding claims is estimated by using a range of standard actuarial
claims projection techniques, such as Chain Ladder and Bornheutter-Ferguson methods.

The main assumption underlying these techniques is that a Company’'s past claims
development experience can be used to project future claims development and hence
ultimate claims costs. These methods extrapolate the development of paid and incurred
losses, average costs per claim (including claims handling costs), and claim numbers based
on the observed development of earlier years and expected loss ratios. Historical claims
development is mainly analysed by accident years, but can aiso be further analysed by
geographical area, as well as by significant business lines and claim types. Large claims are
usually separately addressed, either by being reserved at the face value of loss adjuster
estimates or separately projected in order to reflect their future development. In most cases,
no explicit assumptions are made regarding future rates of claims inflation or loss ratios.
Instead, the assumptions used are those implicit in the historical claims development data
on which the projections are based. Additional qualitative judgement is used to assess the
extent to which past trends may not apply in future, (e.g., to reflect one-off occurrences,
changes in external or market factors such as public attitudes to claiming, economic
conditions, levels of claims inflation, judicial decisions and legisiation, as well as internal
factors such as portfolio mix, policy features and claims handling procedures) in order to
arrive at the estimated ultimate cost of claims that present the probability weighted expected
value outcome from the range of possible outcomes, taking account of all the uncertainties
involved.

Some of the insurance contracts that have been written in the property line of business permit
the Group to sell property acquired in settling a claim. The Company also has the right to
pursue third parties for payment of some or all costs. Estimates of salvage recoveries and
subrogation reimbursements are considered as an allowance in the measurement of ultimate
claims costs.

Other key circumstances affecting the reliability of assumptions include variation in interest
rates, delays in settlement and changes in foreign currency exchange rates.

_43_



CHONG HING INSURANCE COMPANY LIMITED

AEL RIS AR 5

NOTES TO FINANCIAL STATEMENTS

31 December 2024

3.

JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (Continued)

Insurance and reinsurance contracts (continued)

Discount rate

The bottom-up approach was applied in the determination of the discounts rates for
different products.

Insurance contract liabilities are calculated by discounting expected future cash flows
at a risk free rate. Risk free rates are determined by reference to the risk-free rate as
published by Insurance Authority for determination of Risk Based Capital.

Discount rates applied for discounting of future cash flows are listed below:

2024
1year 2years 3years 5years 10years 15years
Currency
For the company HKD 3.88% 361% 352% 3.56% 3.78% 3.87%
2023
1year 2years 3years 5years 10years 15 years
Currency
For the company HKD 428% 318% 293% 3.03% 3.40% 3.60%

Risk adjustment for non-financial risk

The risk adjustment for non-financial risk is the compensation that the Company
requires for bearing the uncertainty about the amount and timing of the cash flows of
groups of insurance contracts. The risk adjustment reflects an amount that an insurer
would rationally pay to remove the uncertainty that future cash flows will exceed the
expected value amount.

_44..



CHONG HING INSURANCE COMPANY LIMITED
AlE R AR A E]

NOTES TO FINANCIAL STATEMENTS

31 December 2024

3.

JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (Continued)
iv.  Risk adjustment for non-financial risk (Continued)

The Company has estimated the risk adjustment using a confidence level (probability
of sufficiency) approach at the 75th percentile. That is, the Company has assessed its
indifference to uncertainty for all product lines (as an indication of the compensation
that it requires for bearing non-financial risk) as being equivalent to the 75th percentile
confidence level less the mean of an estimated probability distribution of the future cash
flows. The Company has estimated the probability distribution of the future cash flows,
and the additional amount above the expected present value of future cash flows
required to meet the target percentiles.

Estimation of incremental borrowing rate in lease liabilities

If the Company cannot readily determine the interest rate implicit in a lease, and therefore, an
incremental borrowing rate ("IBR") is used to measure lease liabilities. The IBR is the rate of interest
that the Company would have to pay to borrow over a similar term, and with a similar security, the
funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Company "would have to pay", which requires
estimation when no observable rates are available or when it needs to be adjusted to reflect the
terms and conditions of the lease. The Company estimates the IBR using observable inputs such
as market interest rates when available and is required to make certain company-specific estimates.

Deferred tax assets

Deferred tax assets for deductible temporary differences are recognised to the extent that it is
probable that taxable profit will be available against which the reversal of those temporary
differences can be utilised in the foreseeable future. Significant management judgement is required
to determine the amount of deferred tax assets that can be recognised, based upon the likely timing
and estimate amount of future taxable profits, together with future tax planning strategies. Deferred
tax liabilities of HK$928,935 was recognised at 31 December 2024 (2023: HK$639,290). Further
details are provided in note 13 to the financial statements.
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INSURANCE REVENUE AND INSURANCE SERVICE EXPENSES

An analysis of insurance revenue, insurance service expenses and net income/(expenses) from
reinsurance contracts held for 2024 and 2023 is included in the following tables. Additional
information on amounts recognised in profit or loss and other comprehensive income is included in

the insurance contract balances reconciliations in note 19.

2024 2023
HK$ HK$
Insurance revenue
Insurance revenue from contracts measured under the PAA 42,516,063 46,206,534

Insurance service expenses
Incurred claims and other directly attributable expenses
Change that relate to past service — changes in the FCF

(21,092,594)

(27,581,164)

relating to LIC 15,916,175 20,129,093
Reversal of losses on onerous contracts (1) -
Insurance acquisition cash flows amortisation (6,105,560) (6,584,894)
Total insurance service expenses (11,281,990) (14,036,965)
Net expenses from reinsurance contracts held
Reinsurance expenses - contracts measured under the PAA (9,246,081) (9,018,380)
Effect of changes in the risk of reinsurers’ non-performance (156,564) 24 550
Incurred claims recovery 3,111,492 4,754,728
Changes that relate to past service — changes in the FCF

relating to incurred claims recovery and incurred directly

attributable expenses (3,466,405) (6,166,281)
Total net expense from reinsurance contracts held (9,757,558) (10,405,383)
Total insurance service result 21,476,515 21,764,186
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5. INVESTMENT INCOME

Gain/(loss) on disposal of financial assets at fair value
through other comprehensive income

Dividend income
Listed investments
Unlisted investments
Interest income
Listed investments
Bank deposits
Gross investment income
Net gain arising from

Listed investments
Unlisted investments

CONTRACTS HELD

Interest accreted

Other finance income/(expense) from insurance contracts

Net finance expense from insurance contracts

Interest accreted
Other finance income/(expense) from reinsurance contracts held

Net finance income from reinsurance contracts held

_4’7_

2024 2023

HK$ HK$
140,761 (5,850)
270,000 250,560
4,437,519 1,917,518
357,265 506,867
8,144,368 7,756,528
13,349,913 10,515,623
768,026 841,577
12,581,887 9,674,046
13,349,913 10,515,623

FINANCE INCOME/(EXPENSE) FROM INSURANCE CONTRACTS ISSUED/REINSURANCE

2024 2023
HK$S HKS
(3,116,583)  (3,966,895)
303,999 (370,132)
(2,812,584) (4,337,027)
439,127 579,542

(31,019) 36,271
408,108 615,813
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2023
HK$

1,127,800

210,000

1,143,439

9,138,534
582,451
216,314
186,771
427,958

7. PROFIT BEFORE TAX
2024
HK$
Profit before tax has been arrived at after charging:
Auditor's remuneration 1,126,000
Directors' remuneration:
Fees for services as a director 210,000
Other emoluments in respect of directors’ other services in
connection with the management of the affairs of the
Company or its subsidiary undertaking 1,315,682
Staff costs:
Salaries and allowance 9,721,653
Retirement benefits scheme contributions 475,415
Amortisation of intangible assets 473,780
Depreciation of property and equipment 49,514
Depreciation of right-of-use assets 427,958
8. INCOME TAX EXPENSE

Hong Kong profits tax has been calculated at the rate of 16.5% (2023: 16.5%) on the estimated

assessable profit for the year.

Deferred taxation is calculated on temporary difference under the liability method using a taxation

rate of 16.5% (2023: 16.5%).

Note 2024

HK$

Current tax on profits for the year (2,175,449)
Over / (under) provision 707,268
Deferred tax 13 (31,736)
Income tax expenses (1,499,917)
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2023
HK$

(561,767)

(16,49é)

(578,266)
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8. INCOME TAX EXPENSE (Continued)

The taxation on the Company’s profit before taxation differs from the theoretical amount that would

arise using the applicable tax rate as follows:

Profit before tax

Calculated at a taxation rate of 16.5% on non-qualifying

business & 8.25% on qualifying business (2023:

16.5% & 8.25%)

Effect of:
Income not subject to taxation
Expenses not deductible for tax purposes

Overprovision in respect of prior year adjustments

Others

Income tax expense

9(a). INVESTMENT IN ASSOCIATES

Unlisted shares, at cost

Details of the Company’s associates as at 31 December 2024 and 2023 are as follows:

Principal

Name of Country of place of

associate Form of entity incorporation  operation
BC Reinsurance

Limited Incorporated Hong Kong Hong Kong
Hong Kong Life

Insurance

Limited (“HKL") Incorporated Hong Kong Hong Kong
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Class of
share
held

Ordinary

Ordinary

16.67% 16.67%

16.67% 16.67%

2024 2023
HK$ HK$
26,458,348 22,980,722
(4,365,627) (2,746,038)
2,120,561 1,644,593
(86,315) (67,614)
707,268 606,187
124,196 (15,394)
(1,499,917) (578,266)
2024 2023
HK$ HK$
166,000,000 166,000,000
Proportion of Proportion of
ownership voting rights
interest held by held by the Principal
the Company Company activity
2023 2024 2023
21% 21% 21%  Reinsurance

Life Insurance
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9(a). INVESTMENT IN ASSOCIATES (Continued)
On 27th December, 2024, all shareholders of HKL ("Sellers", including Chong Hing Insurance
Company, Ltd, a wholly owned subsidiary of the Company) and an independent third party
("Purchaser”) entered into the Share Purchase Agreement, pursuant to which the Sellers
conditionally agreed to sell their respective interests in, and the Purchaser conditionally agreed
to purchase, the entirety of the issued share capital of HKL for the total consideration of
HK$1,768,000,000 before transaction related expenses. Completion of the transaction is subject
to certain conditions, including but not limited to, the necessary approvals from the relevant
authorities and the embedded value of HKL as at closing of the transaction has not dropped by
more than 25% as compared to the embedded value of HKL as at 31st December, 2023. As at
31st December, 2024, the investment is not classified as held for sale under HKFRS 5.
9(b). INVESTMENT IN A SUBSIDIARY
2024 2023
HK$ HK$
Unlisted shares, at cost 4,000,000 4,000,000
Details of the Company’s subsidiary as at 31 December 2024 and 2023 are as follows:
Proportion of Proportion of
Principai Class of ownership voting rights
Name of Country of place of share interest held by held by the Principal
subsidiary Form of entity incorporation  operation held the Company Company activity
2024 2023 2024 2023
Chong Hing
Insurance Insurance
Brokers Limited Incorporated Hong Kong Hong Kong Ordinary 100% 100% 100% 100% Brokerage
10. PROPERTY, PLANT AND EQUIPMENT
Furniture Office
and fixtures Equipment Total
HK$ HK$ HK$
Cost
At 1 January 2023 1,027,349 416,098 1,443,447
Additions - 798 798
Disposals - (1,600) (1,600)
At 31 December 2023 1,027,349 415,296 1,442,645
At 31 December 2024 1,027,349 415,296 1,442,645
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10.

1.

PROPERTY, PLANT AND EQUIPMENT (Continued)

Furniture Office
and fixtures Equipment Total
HK$ HK$ HK$
Accumulated Depreciation
At 1 January 2023 888,512 227,893 1,116,405
Provided for the year 137,259 49,512 186,771
Eliminated on disposals - (1,600) (1,600)
At 31 December 2023 1,025,771 275,805 1,301,576
Provided for the year 541 48,973 49,514
At 31 December 2024 1,026,312 324,778 1,351,090
Carrying Amounts
At 31 December 2023 1,578 139,491 141,069
At 31 December 2024 1,037 90,518 91,555
INTANGIBLE ASSETS
2024 2023
HKS HK$
Cost
At 1 January 3,998,964 3,998,964
Additions 2,500,000 -
At 31 December 6,498,964 3,998,964
Accumulated impairment/amortisation
At 1 January 3,431,442 3,215,128
Amortisation charge for the year 473,780 216,314
At 31 December 3,905,222 3,431,442
Net book value
At 31 December 2,593,742 567,522
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12. LEASES
The Company has a lease contract for its office premise which is further discussed below.
(a) Right-of-use assets

The carrying amounts of the Company'’s right-of-use assets and the movements during the year
are as follows:

2024 2023

HK$ HK$
As at 1 January 606,274 1,034,232
Depreciation charge (427,958) (427,958)
As at 31 December 178,316 606,274

The Company obtains right to use an office premise for a period of time through lease
arrangements.

(b) Lease liabilities

The carrying amount of lease liabilities (included under interest-bearing bank and other
borrowings) and the movements during the year are as follows:

Notes 2024 2023

HK$ HK$

Carrying amount at 1 January 676,577 1,085,717
Payments (473,715) (430,650)
Accretion of interest recognized during the year 11,181 21,510
Carrying amount at 31 December 26(c) 214,043 676,577

Analysed into:

Current portion 214,043 462 534
Non-current portion - 214,043

The weighted average incremental borrowing rate applied to lease liabilities of the Company
is 1.57% (2023: 1.57%).
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12. LLEASES (Continued)

(c) The amounts recognised in profit or loss in relation to leases are as follows:

2024 2023

HK$ HK$

Interest for lease liabilities 11,181 21,510
Depreciation charge of right-of-use assets 427,958 427,958
439,139 449,468

13. DEFERRED TAX

The following are the major deferred tax assets recognised and movements thereon during the
current and prior years:

Fair value Accelerated

gains/ tax
losses depreciation Total
HK$ HK$ HK$
At 1 January 2023 430,145 12,930 443,075
Charge to income statement - (15,394) (15,394)
Charge to other comprehensive income (1,066,045) (926) (1,066,971)
At 31 December 2023 and 1 January 2024 (635,900) (3,390) (639,290)
Charge to income statement - (31,736) (31,736)
Charge to other comprehensive income (213,030) (44,879) (257,909)
At 31 December 2024 (848,930) {(80,005) (928,935)
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NOTES TO FINANCIAL STATEMENTS

31 December 2024

15.

16.

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2024 2023
Notes HK$ HK$
At fair value
Listed investments, at fair value:
- Equity securities listed in Hong Kong 25 4,596,000 3,888,000
- Bonds 25 - 13,941,427
Unlisted investments, at fair value:
- Equity securities 25 9,377,916 8,909,811
Unlisted investments, at cost: - -
Total available-for-sale investment at
fair value 26(c) 13,973,916 26,739,238

During the year, the gross gain in respect of the Company's financial assets at fair value through
other comprehensive income recognised in other comprehensive income amount to HK$1 557,506
(2023: gross loss of HK$949,127).

At the end of the reporting period, fair values of listed investments have been determined by
reference to closing prices quoted in active markets.

Loss allowance for debt investments at FVOCI is recognised for the year ended 31 December 2024
amount to HK$0 (2023: HK$6,696).

FIXED DEPOSITS

The fixed-rate time deposits are with original maturities longer than 3 months and carry interest
rates ranged from 0% to 0% (2023: 4.6% to 5.5%).

Notes 2024 2023
HK$ HK$
Balances with original maturity more than three
months;
- fixed deposits with the immediate holding
company 26(b) - 159,985,621
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17. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

2024 2023

HK$ HK$

Other receivables and deposits 369,501 493,302
Interest receivables 641,969 1,464,704
Other prepayments 273,560 278,667
1,285,030 2,236,673

None of the above assets is either past due or impaired. The financial assets included in the above
balances relate to receivables for which there has been no recent history of default and the carrying
amounts reasonably approximate to their fair values.

18. CASH AND CASH EQUIVALENTS

The fixed-rate time deposits are with original maturities less than 3 months and carry interest
rates ranged from 3.34% to 5.45% (2023: 4.6% to 5.5%).

Note 2024 2023

HK3 HK$

Short term bank deposit 270,943,926 79,901,119
Cash on hand 30,000 30,000
26(b) 270,973,926 79,931,119
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20.

21.

22.

OTHER PAYABLES AND ACCRUALS

2024 2023
HK$ HK$
Other payables 7,028,314 7,117,229
Accruals 4,101,142 3,612,106
11,129,456 10,729,335

All amounts and other payables are current liabilities payable within one year.

SHARE CAPITAL

2024 2023
HK$ HK$

Issued and fully paid share capital
85,000,000 ordinary shares

DIRECTORS EMOLUMENTS

85,000,000

85,000,000

2024 2023

HK$ HK$

Aggregate emoluments of the paid directors 1,525,682 1,353,439
The aggregate emoluments of the three highest paid

directors 1,475,682 1,303,439

The emoluments of the Directors of the Company disclosed pursuant to section 383 of the Hong Kong
Companies Ordinance (Cap.622) and the Companies (Disclosure of Information about Benefits of
Directors) Regulation were set out beiow:

Directors’ remuneration paid or payable in respect of directors’ services is HK$1,525,682 (2023:
HK$1,303,439). No retirement benefits were paid to a director during the year (2023: HK$ Nil). During
the year, no payments or benefits in respect of termination of directors’ services were paid or made,
directly or indirectly, to the directors; nor are any payable (2023: HK$ Nil). No consideration was
provided to or receivable by third parties for making available directors’ services (2023: HK$ Nil).

There are no loans, quasi-loans or other dealings in favour of directors, their controlled bodies
corporate and connected entities (2023: None).

No director of the Company had a material interest, directly or indirectly, in any significant transactions,

arrangements and contracts in relation to the Company’s business to which the Company was or is
a party that subsisted at the end of the year or at any time during the year (2023: None).
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23. RELATED PARTY TRANSACTIONS

Related parties are those parties, which have the ability, directly or indirectly, to control the other party
or exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common control or common significant

influence.
2024 2023
HK$ HKS$
(a) Transactions with related parties
Premiums written
- from holding company 3,103,564 2,912,931
- from directors 10,245 18,571
- from fellow subsidiaries 2,396 1,216,387
- from an associate 469,697 268,848
Claims paid
- to holding company 67,454 64,918
- to directors 540 -
- to fellow subsidiaries 1,226,542 1,221,171
- to an associate 280,875 2,426,275
Rental expenses in respect of office premises and carpark
paid
- to immediate holding company 495,178 452,158
Building management fee and air-conditioning fee paid
- to investing enterprise having significance influence on
holding company and fellow subsidiary 115,197 111,710
Interest income derived from bank deposits kept at holding
company 8,144,367 7,756,528
Interest income derived from other deposits kept at fellow
subsidiary
Management fee paid to immediate holding company - 435,449
Employer's MPF contributions paid to a jointly controlled
entity of the immediate holding company 756,061 870,352
Share custody fee to
- a fellow subsidiary 675 626
Dividend income from an associate 4,200,000 1,680,000
Referral fee received
- from an associate 2,457,463 2,148,418

_59_
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23. RELATED PARTY TRANSACTIONS (Continued)

2024 2023
HK$ HK$
(b) Year end balances with related parties
Premium receivable
- from holding company 1,977 20,078
- from fellow subsidiaries 39,406 50,436
Amount due from an associate under reinsurance contracts
accepted (80,557) 300,672
Bank balances kept at holding company 270,943,870 239,886,683
Interest receivables from holding company 641,969 568,277

The bank balances, which include fixed deposits and savings accounts held at holding company
bear interest at rates similar to those made available to unrelated parties.

The other outstanding balances are unsecured, non-interest bearing and repayable on demand.
(¢) Amounts due from related parties & subsidiary

Amounts due from related parties & subsidiary are unsecured, interest-free and has no fixed term
of repayments.
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NOTES TO FINANCIAL STATEMENTS

31 December 2024

24.

FINANCIAL INSTRUMENTS BY CATEGORIES

The carrying amounts of each of the categories of financial instruments (other than deferred tax
liabilities, reinsurance contract assets and insurance contract liabilities, as disclosed at notes 13, 14
and 19) as at the end of the reporting period are as follows:

2024

Financial assets

Financial assets at fair value through
other comprehensive income

Amounts due from related parties
& subsidiary

Financial assets included in deposits
and other receivables

Cash and cash equivalents

Financial liabilities

Lease liabilities
Other payables

Fair value

Through other
Comprehensive

1

income
HK$

3,973,916

13,973,916
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Amortised
cost
HK$

2,553

1,011,470
270,973,926

271,987,949

Total

HK$
13,973,916
2,553

1,011,470
270,973,926

285,961,865

Financial liabilities
at amortised cost

HK$

214,043
5,852,700

6,066,743
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24

FINANCIAL INSTRUMENTS BY CATEGORIES (Continued)

2023

Financial assets

Financial assets at fair value through
other comprehensive income

Amounts due from related parties
& subsidiary

Financial assets included in deposits
and other receivables

Fixed deposits

Cash and cash equivalents

Financial liabilities

Lease liabilities
Other payables

Fair value

Through other

Comprehensive Amortised
income cost

HK$ HK$
26,739,238 -

- 2,837

- 1,958,006

- 159,985,621

- 79,931,119

26,739,238

-62 -

241,877,583

Total

HK$
26,739,238
2,837
1,958,006

159,085,621
79,931,119

268,616,821

Financial liabilities
at amortised cost

HK$

676,577
7,117,229

7,793,806
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25.

FAIR VALUE AND FAIR VALUE HIERARCHY

The following tables illustrate the fair value measurement hierarchy of the Company's financial
instruments:

Assets measured at fair value:

Fair value measurement using

Quoted price Significant Significant
in active observable unobservable
market inputs inputs
Note (Level 1) (Level 2) (Level 3) Total
HK$ HK$ HK$ HK$
As at 31 December 2024
Listed Equity investment 15 4,596,000 - - 4,596,000
Unlisted Equity investment 15 - 9,377,916 - 9,377,916
4,596,000 9,377,916 - 13,973,916
As at 31 December 2023
Debt investments 15 13,941,427 - - 13,941,427
Listed Equity investment 15 3,888,000 - - 3,888,000
Unlisted Equity investment 15 - 8,909,811 - 8,909,811
17,829,427 8,909,811 - 26,739,238

During the year ended 31 December 2024 and 2023, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfer into or out of Level 3.

Management has assessed that the fair values of amount due from reiated parties and subsidiary,
financial assets included in prepayments, deposits and other receivables, cash and cash equivalents,
other payables and accruals approximate to their carrying amounts largely due to the short term
maturities of these instruments.

The fair value of each financial asset and liability is included at the amount at which the instrument
could be exchanged in a current transaction between willing parties, other than in a forced or
liquidation sale.
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26.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Regulatory framework

The operation of the Company is subject to local regulatory requirements in Hong Kong. The
regulators are interested in ensuring that the Company maintains an appropriate solvency position to
meet unforeseen liabilities arising from economic shocks or natural disasters.

Insurance risk

The Company principally writes and accepts the following types of general insurance contracts:
accident and health, casualty, marine and property.

The principal risk the Company faces under insurance contracts is that the actual claims and
payments or the timing thereof, are uncertain or differ from expectations. This is influenced by the
frequency of claims, severity of claims, actual claims paid and subsequent development of long-term
claims. Therefore, the objective of the Company is to ensure that sufficient reserves are availabie to
cover these liabilities.

The variability of risks is also improved by careful selection and implementation of underwriting
strategy guidelines. The Company has also limited its exposure by imposing maximum claim amounts
on certain contracts as well as the use of reinsurance arrangements in order to limit exposure to
catastrophic events.

Furthermore, strict claim review policies to assess all new and ongoing claims, regular detailed review
of claims handling procedures and frequent investigation of possible fraudulent claims, are policies
and procedures put in place to reduce the risk exposure of the Company. The Company further
enforces a policy of actively managing and promptly pursuing claims, in order to reduce its exposure
to unpredictable future developments that can negatively impact the business.
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26.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)
Insurance risk (Continued)

The Company's insurance contract liabilities as at 31 December 2024 were concentrated in the
property, marine and accident and health lines as the Company underwrote a wide range of direct
and assumed business of property damage and technical risks as well as accepted a major
reinsurance contract to provide coverage over the risks of property damage or business interruption
for certain energy-related business. For Marine and Accident and Health, the risks were mainly cargo
and medical coverage respectively. However the Company's underwriting strategy, in the long run,
is designed to ensure that risks are well diversified in terms of type of risk.

Key assumptions

The principal assumption underlying the liability estimates is that the Company's past claims
development experience may be used to predict future claims experience. This includes assumptions
in respect of average claims costs, claim handling costs, claim inflation factors and claim numbers for
each accident year. Additional qualitative judgments are used to assess the extent to which past
trends may not apply in the future, for example once-off occurrence, changes in market factors such
as public attitude to claiming and economic conditions, as well as internal factors such as portfolio
mix, policy conditions and claims handling procedures. Judgment is further used to assess the extent
to which external factors such as judicial decisions and government legislation affect the estimates.

Other key assumptions include variation in interest rates, delays in settlement and changes in foreign
currency rates.

Sensitivities

The liability for incurred claims is sensitive to the key assumptions in the table below. It has not been
possible to quantify the sensitivity of certain assumptions such as legislative changes or uncertainty
in the estimation process.

The following sensitivity analysis shows the impact on gross and net liabilities, profit before tax and
equity for reasonably possible movements in key assumptions with all other assumptions held
constant. The correlation of assumptions will have a significant effect in determining the ultimate
impacts, but to demonstrate the impact due to changes in each assumption, assumptions have been
changed on an individual basis. It should be noted that movements in these assumptions are non
linear. The method used for deriving sensitivity information and significant assumptions did not
change from the previous period.
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26. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Insurance risk (Continued)

Impact Impact
on gross on net
insurance insurance Impact

Change in contract contract on profit Impact

assumptions liabilities liabilities before tax on equity

% HK$ HK$ HK$ HK$

31 December 2024 +5% 2,994,142 2545506 (2,125,498) (2,125,498)

Insurance risks 5%  (2,994,142) (2,545,506) 2,125,498 2,125,498
31 December 2023

Insurance risks +5% 3,235,984 2,776,226  (2,318,149) (2,318,149)

5% (3,235,984) (2,776,226) 2,318,149 2,318,149
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26. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)
Insurance risk (Continued)

Gross undiscounted liabilities for incurred claims for 2024

Accident year

HK$ 2020 2021 2022 2023 2024 Total
At end of reporting year 7,507,851 10,755,754 4,802,403 14,344,376 18,673,736
One year later 14,529,310 13,906,120 9,906,005 17,246,493 -
Two years later 14,917,046 12,378,460 15,275,514 - -
Three years later 16,168,246 12,744,744 - - -
Four years later 12,312,200 - - - -

Current estimate of
cumulative claims 12,312,200 12,744,744 15275514 17246493 18,673,736 76,252,687

Cumulative payments to date (8,335,016) (4,887,431)  (3,635,023) (5.889,964)  (1,050,499) (23,797,933)

Total gross undiscounted
liabilities for incurred claims

as at reporting date 3,977,184 7,857,313 11,640,491 11,356,529 17,623,237 52,454,754
Gross undiscounted liabilities 12,511,852

for incurred claims for prior

years
Effect of discounting (5,083,767)
Effect of risk adjustment 6,871,345

Accrued directly attributed
expenses and claims
payables 2,316,621

Total gross insurance claims
included in the statement of
financial position 69,070,805
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26. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Insurance risk (Continued)

Net undiscounted liabilities for incurred claims for 2024

Accident year
HK$

At end of reporting year
One year later

Two years later

Three years later

Four years later

Current estimate of
cumulative claims
Cumulative payments to date

Total net undiscounted
liabilities for incurred claims
as at reporting date

Net undiscounted liabilities for

incurred claims for prior
years

Effect of discounting

Effect of risk adjustment

Effect of the risk of reinsurer's
non-performance

Accrued directly attributed
expenses and claims
payables

Total net insurance claims
included in the statement of
financial position

2020 2021 2022 2023 2024 Total
5,008,161 6,085,798 4,102,299 9,663,309 17,034,489
12,476,086 8,703,632  9,843355 10,661,884 -
13,277,559 8,684,192 16,269,797 - -
15,263,808 7,789,466 . - -
13,027,099 + - - i

13,027,009 7,789,466 16,269,797 10,661,884 17,034,489 64,782,735

(8.976,487) (3,102,835) (4,282,716) (2,502,028) (2,739,272) (21,603,338)

4050612 4,686,631 11,087,081 8,159,856 14295217 43,179,397

11,858,786

(4,434,264)

6,871,345

306,204

1,996,235

59,777,703
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26.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Market Risk

Market risk is the risk of change in fair value of financial instruments from fluctuation in foreign
exchange rates (foreign currency risk), market interest rates (interest rate risk) and market prices
(price risk), whether such change in price is caused by factors specific to the individual instrument
or its issuer or factors affecting all instruments traded in the market.

(a) Interest rate risk

Interest rate risk is the risk that the value/ future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Company’s investment activities are inherently exposed to interest rate risk, which arises
principally from differences in maturities or re-pricing of invested assets. In dealing with this risk,
the Company adopts an approach of focusing on achieving a desired overall interest rate profile
and matching the duration of invested assets with the duration of maturing liabilities, which may
change over time, based on the Investment Committee’s longer-term view of interest rates and

economic conditions.

As at 31 December 2024, if interest rates/yields had been 100 basis points (2023: 100 basis points)
higher or lower, profit before tax and equity would have been HK$2,709,739 higher or lower (2023:

HK$2,538,582) respectively.
(b) Equity Price risk

The Company is also subject to equity price risk due to daily changes in the market values of its
equity securities portfolio. Equity price risk is actively managed in order to mitigate anticipated
unfavourable market movements.

As at 31 December 2024, if equity / fund prices had been 5% (2023: 5%) higher or lower, profit after
tax and equity would have been HK$583,411 higher or lower (2023: profit after tax and equity would
have been HK$534,309 higher or lower) respectively.
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26.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)
Financial risks
(a) Credit risk

At 31 December 2024, the Company’s maximum exposure to credit risk which will cause a financial
loss to the Company due to failure to discharge an obligation by the counterparties is arising from
the carrying amount of respective recognised financial assets and insurance assets as stated in the
statement of financial position.

In order to minimise the credit risk, the Company reviews the recoverable amount of each individual
insurance debtor to ensure that adequate impairment losses are made for irrecoverable amounts.
Insurance debtors consist of a large number of counterparties. The creditworthiness of these
counterparties is considered by reviewing their financial strength prior to finalisation of any contract
and transaction. The Company maintains records of the payment history for significant contract
holders with whom they conduct regular business. In this regard, the directors of the Company
consider that the Company's credit risk is significantly reduced.

The credit risk on bank balances and reinsurance assets is limited because the counterparties are
the financial institutions with high credit ratings assigned by international credit-rating agencies.

The table below shows the maximum exposure to credit risk:

2024 2023

HK$ HK$

Receivable including deposits and other receivables 1,011,470 1,958,006
Fixed deposits - 159,985,621
Amount due from related parties & subsidiary 2,553 2,837
Cash and cash equivalents 270,973,926 79,931,119
271,987,949 241,877,583

The table below provides information regarding the credit risk exposure of the Company by
classifying assets according to the external credit rating of counterparties.

Investment grade refers to the quality of counterparty’s credit which is rated at “BBB” or higher by

Standard and Poor's, Moody's or Fitch'’s.
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26.

INSURANCE AND FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Financial risks (Continued)

(a) Credit risk (Continued)

The following tables illustrate the credit exposure by credit rating of the Company's financial
instruments before adjustment under the provisions of the Valuation Rules as at 31 December

2024 and 2023:

Credit exposure by credit rating

At 31 December 2024

Receivable including deposits
and other receivables

Amount due from related parties
& subsidiary

Cash and cash equivalents

Credit exposure by credit rating

At 31 December 2023

Receivable including deposits
and other receivables

Fixed deposits

Amount due from related parties
& subsidiary

Cash and cash equivalents

Non-

Investment investment
grade grade Not rated Total
HK$ HK$ HK$ HK$
- - 1,011,470 1,011,470
- . 2,553 2,553
270,943,926 30,000 - 270,973,926
270,943,926 30,000 1,014,023 271,987,949

Non-

Investment investment
grade grade Not rated Total
HK$ HK$ HK$ HK$
- - 1,958,006 1,958,006
159,985,621 - - 159,985,621
- - 2,837 2,837
79,901,119 30,000 - 79,931,119
239,886,740 30,000 1,960,843 241,877,583

The following tables provide information regarding the carrying value of the Company’s financial
assets that have been impaired and the ageing of those that are past due but not impaired at the

balance date.
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26.

INSURANCE AND FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Financial risks (Continued)

(b) Liquidity risk

The Company is exposed to daily calls on its available cash resources mainly from claims arising
from benefit payments. Liquidity risk is the risk that cash may not be available to pay obligations
when due at a reasonable cost. The Company manages this risk by monitoring daily and monthly
projected and actual cash flows and outflows by ensuring that a reasonable amount of financial
assets are kept in liquid instruments at all times. All carrying amounts on balance sheet are

undiscounted.

The table below analyses the Company’s assets and liabilities into relevant maturity groupings
based on the remaining period at the end of the reporting period to the contractual maturity date or,
where applicable, the earliest callable date.

As at 31 December 2024

ASSETS

Financial assets at fair value through
other comprehensive income

Financial assets included in deposits and
other receivables

Amount due from related parties &

subsidiary

Cash and cash equivalents

LIABILITIES

Other payables
Lease liabilities

On Less than 1to5
demand 1 year years Total
HK$ HK$ HK$ HK$
13,973,916 - - 13,973,916
- 1,011,470 - 1,011,470
2,553 - - 2,553
270,973,926 - - 270,973,926
284,950,395 1,011,470 - 285,961,865
- 5,852,700 - 5,852,700
- 214,043 - 214,043
- 6,066,743 - 6,066,743
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26.

INSURANCE AND FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Financial risks (Continued)

(b) Liquidity risk (Continued)

On Less than 1to 5
As at 31 December 2023 demand 1 year years Total
HK$ HK$ HK$ HK$
ASSETS
Financial assets at fair value through
other comprehensive income 26,739,238 - - 26,739,238
Financial assets included in deposits and
other receivables - 1,958,006 - 1,958,006
Amount due from related parties &
subsidiary 2,837 - - 2,837
Fixed deposits - 159,985,621 - 159,985,621
Cash and cash equivalents 79,931,119 - - 79,931,119
106,673,194 161,943,627 - 268,616,821
LIABILITIES
Other payables - 7,117,229 - 7,117,229
Lease liabilities - 462,534 214,043 676,577
- 7,579,763 214,043 7,793,806

(c) Currency risk

The Company issues insurance policies which are primarily denominated in Hong Kong Dollars.
The Company pursues a policy of matching assets and liabilities, in both currency and duration.
Consequently it is not a Company policy to invest significant amount in currencies other than Hong
Kong dollars and United States dollars.

As at 31 December 2024 all assets and liabilities are denominated in Hong Kong dollars or United
States dollars. The Company views the currency mismatch risk is minimal by taking the assumption
that the Linked Exchange Rate System maintained by the Hong Kong Monetary Authority is in place.

27. EVENTS AFTER THE REPORTING PERIOD

As disclosed in note 9(a) regarding to the transaction of Hong Kong Life Insurance Limited
("HKL"), the Group continues to seek regulatory approvals and other conditions for the sale of its
interest in HKL. No significant changes in status have occurred up to the date of authorization of
these financial statements.

28. APPROVAL OF THE FINANCIAL STATEMENT

The financial statements was approved and authorised for issue by the board of directors on
22 April 2025.
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