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Directors’ Report

The directors submit herewith their annual report together with the audited financial
statements for the year ended 31 December 2025.

Principal place of business

YF Life Insurance International Limited (“the company”) is a company incorporated and
domiciled in Hong Kong and has its registered office and principal place of business at 27/F,
YF Life Tower, 33 Lockhart Road, Wanchai, Hong Kong.

Principal activities

The principal activity of the company is the writing of long term assurance business. The
principal activities and other particulars of the subsidiaries are set out in note 15 to the
financial statements.

Business review
Overview of the business

During the year 2025, YF Life Insurance international Limited and its subsidiary companies
(the “group”) remained as authorised insurer licensed to carry on life and annuity, linked long
term, permanent health, and retirement scheme management long term insurance
businesses in Hong Kong. We also operate in Macao through a branch office and is licensed
to sell life insurance products in Macao.

Our group is committed to meeting our clients’ various needs by continuously enhancing our
product offerings and maintaining a diversified product suite. Our four flagship products
include: (i) the “Prosperous Infinity Saver” and "Beyond Infinity Savings Insurance Plan’,
flexible participating savings plans for wealth accumulation and include key features such as
multiple policy currency exchange, flexible policy-split, bonus lock-in, premium holiday, and
also the freedom to convert the cash value into lifetime annuity income; (i) the “PrimeHealth”
series which are critical iliness products covering a wide range of ilinesses; (iii) the "FLEX!-
ULife Prime Saver’, a flexible universal life insurance plan; and (iv) the “MY Flexi Lifetime
Annuity”, a plan providing guaranteed lifetime annuity income to act as a safety net during
the customer’s retirement.

As of 31 December 2025, the tied agency force consisted of approximately 2,786 (2024:
2,979) agents in Hong Kong and Macao. In addition to the tied agency force, we also utilise
brokers and agency intermediaries as well as banks and other financial institutions to
distribute insurance products. The group has approximately 551 (2024: 545) employees and
more than 540,000 (2024: 537,000) in-force individual policies.

During the year 2025, our group continued to develop and grow our tied agency to increase
penetration in market while also seeking to expand our brokerage and agency intermediary
distribution channel. For our bancassurance distribution channel, while reinforcing our
traditional bank partnerships, we introduced new products with our fintech bank partner to
grow our presence to the online customer segment.
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Business review (continued)
Overview of the business (confinued)

Our insurance division continued to innovate and introduce new savings, protection and
annuity products targeted at our key customer segments to grow both local customer and
Mainland Chinese Visitor (MCV) sales, as well as support channel development. The year
2025 holds a significant place in YF Life’s history, marking its 50" anniversary in Hong Kong.
To commemorate this milestone, the company introduced a new brand concept and image
“Invesurance” to demonstrate its commitment to protecting and growing customer's interests
over the long term. Technology empowerment remains one of the company's core values.
We introduced new features to our sales and customer platforms as part of our ongoing
commitment to enhance sales efficiency and provide a seamless experience for our
customers.

Principal risks and uncertainties facing the company
1) Insurance risks

The company prices its products based on estimated benefit payments reflecting
assumptions with respect to mortality, morbidity, longevity, persistency, interest rates
and other factors. If actual policy experience emerges that is significantly and
adversely different from assumptions used in product pricing, the effect could be
material to the profitability of the company. For participating whole life products, the
company's dividends to policyholders primarily reflect the difference between actual
investment, mortality, expense and persistency experience and the experience
embedded in the whole life premiums and guaranteed elements. The company also
makes use of reinsurance to mitigate the impact of its underwriting risk.

The overali claims experience in 2025 was satisfactory and it was better than the
pricing assumption. Hence, the insurance risk is within manageable range.

2)  Currency exchange risks

The company's currency exchange risk is mainly retated to certain policies that are not
written in United States (U.S.) dollars. However, most of the policies are denominated
in U.S. dollars and Hong Kong dollars. As the company’s investments are primarily
made in U.S. dollars, coupled with the fact that the Hong Kong dollar is pegged to the
U.S. dollar as well as adequate hedging is being consider for other currencies,
management does not believe that the currency exchange risk is material and would
continue to monitor the currency matching position with regular reporting in place.

On the asset-side currency exposure, the company continues to hedge the investments
denominated in other currencies. The company would monitor and review, and conduct
hedging regularly at reasonable costs and efforts to reduce currency mismatch.
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Business review (continued)

Principal risks and uncertainties facing the company (continued)

3)

4)

9)

Investment and interest rate risks

Interest rate risk is the potential for inferest rates to change, which can cause
fluctuations in the value of investments and in the amounts due to policyholders. To
the extent that fluctuations in interest rates cause the duration of assets and liabilities
to differ, the company controls its exposure to this risk by, among other things, asset
and liability matching technigues that account for the cash flow characteristics of the
assets and liabilities.

Under the risk-based capital regime, the company will continue to target an optimal
asset-liability matched position in order to manage the associated risk.

To assess the ability of the company to withstand adverse change in interest rates,
Stress Scenario Tests are performed regularly. According to the latest Own Risk and
Solvency Assessment (ORSA) Report for the financial year ended 31 December 2024,
all the stress scenario tests related to investment and interest rate risks are
satisfactory, showing that the company’s investment and interest rate risks are under
control.

Credit risks

Credit risk is the risk that issuers of investments owned by the company may default or
that other parties may not be able to pay amounts due to the company. The company
attempts to manage its investments to fimit credit risk by diversifying its portfolio among
various security types and industry sectors as well as purchasing credit default swaps
to transfer some of the risk if necessary.

For 2025, there were no breach in concentration nor industry limit. Considering the
resilience of the business to counterparty default events, the credit risk exposure is
maintained within acceptable levels,

Cyber risks

Cyber risk means any risk of financial loss, disruption or damage to the reputation of an
organization from some sort of failure of its information technology systems.

For the year of 2025, the top cyber threats under concerns are;

a) Data breaches, encompassing leakage, loss, or theft, expose confidential
information to unauthorized parties, both internal and external. This can stem
from various sources, including insider threats or third-party breaches.

b)  Phishing, Social Engineering and Business Email Compromise (BEC).
Cybercriminals use deceptive tactics like phishing emails, impersonation or
manipulation to trick employees or customers into revealing sensitive information
or initiating unauthorized transactions.
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Business review (continued)

Principal risks and uncertainties facing the company (continued)

5}  Cyber risks {continued)

c)

d)

g)

k)

Attrition or Denial of Service. An attempt to make online service unavailable by
overwhelming them with traffic from multiple sources; attacks that compromise,
degrade, or destroy systems, or networks, over time.

Improper Usage. Any unauthorized activity resulting in violation of the company's
Technology Acceptable Use Policy by an authorized user.

Insider Threat. An insider threat can occur from people who have some level of

access to the company’s networks, computer system(s), email or data, including:
employees, former employees, contractors, business associates, or anyone who
intentionally misuses that access to negatively affect the confidentiality, integrity,
and availability of the company's information or information systems.

Malware/Ransomware are malicious software designed to infiltrate and damage
computer systems, often leading to data encryption or theft. These attacks can
disrupt business operations, compromise sensitive information, and result in
significant financial losses through ransom demands or recovery costs.

Remote Working. Unsecured/open Wi-Fi connections, unattended computers,
and data breaches are some potential negative impacts the company may
experience. Without adequate information protection awareness, this combination
that can leave the company vulnerable to cyber attacks.

internet of Things (1oT). loT is a network of intertwined devices, software,
sensors, and other ‘things’ which enable the world to be connected throughout
physical space. This can include business software, camera, smart home
devices, or mobile phones. All of these things communicate with each other
without the need for human interaction. This spider web contains vast amount of
sensitive data and poses serious danger to information security.

Generative Al (GenAl) involves compliance with data protection laws and ethical
guidelines governing the use of Al technologies. When deploying GenAl, the
company should be concerned about privacy and accountability of Al-generated
content. It is crucial to ensure adherence to regulations, avoid incurring potential
legal repercussions and maintain public trust.

Vuinerability Management and Patch Exposure identifies known exploited
vulnerabilities in operating systems, databases, applications, and cloud
components. Delayed fixes or incomplete controls heighten exploitation risks.

Reliance on cloud services, outsourced IT, and third-party platforms creates risks
such as misconfiguration, shared responsibility gaps, compliance challenges, and
limited vendor oversight.
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Business review {continued)

Principal risks and uncertainties facing the company (continued)

5)  Cyber risks {continued)
Cyber risk was monitored through periodic monitoring reports and the monthly
Operational Key Risk Indicator (KR!) Report. The reports in year 2025 showed that the

identified issues remained stable and within a manageable range.

GL20 (Guideline on Cybersecurity) update

The GL20 maturity assessment work planned for 2025 has been completed. in 20286,
the ITS team will continue to progress GL20-related initiatives, with a focus on Data

Protection, Infrastructure Protection, and Anomalous Activity Detection, in support of
continuous enhancement of cybersecurity controls.

In addition, cloud security controls and Al govermnance will be other key focus areas in
2026, with emphasis on strengthening cloud configuration management, identity and
access management, shared responsibility oversight, and establishing clear
governance frameworks, usage guidelines, and accountability mechanisms for the
responsible adoption of Al technologies.

6)  Other operational risks

Operational risk is the risk of loss (or unintended gain/profit) arising from inadequate or
failed internal processes, or from personnel and systems, or from external events.

The operational risks were monitored with monthly Operational KR! Report. The
reports in year 2025 showed that the number of incidents was stable and manageable.
There was no operational issue to be alerted.

Future development in the company’s business

In year 2025 and beyond, our group will continue to develop its tied agency, brokerage and
bancassurance distribution channels to increase penetration in the market, to broaden its
access to potential customers and to meet the evolving preferences of existing customers.
We will continue to grow our tied agency force while expanding our brokerage and
bancassurance distribution channels by exploring new partnerships. As regards fo product,
we are committed to developing innovative products and delivering our “product + service”
proposition by enhancing our one-stop value-added service platform to provide customers
with comprehensive solutions. Technology empowerment is also a core concept of our
group, and we will continue {o improve information technology capability and leverage the
usage of digital platforms to match the preferences of customers and improve operational
efficiency.
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Business review {continued)
Key financial performance indicators
The key financial data of the group is presented under Hong Kong Financial Reporting

Standards ("HKFRS") on a full year basis except for those where other basis and
consideration are stated:

2025 2024 Change %
HK$ million HK$ milfion

Insurance revenue (note a) 3,076 2,801 10
Insurance service expenses (note b) (2,347) (2,108) 1
Net expenses from reinsurance contracts 81 (59) NA
Insurance service result (note ¢) 810 834 28
Investment return 6,123 3,706 65
Net finance expenses from insurance

contracts (note d) (5,280) (3,098) 70
Net finance income from reinsurance

contracts (note d) 296 247 20
Movement in investment contract liabilities (231) (203) 14
Net financial resuit 908 652 39
Revenue from investment management

services and other income 67 101 (34)
Other operating expenses (nhote ) (242) (289) (16)
Profit before taxation 1,543 1,098 41
Taxation (167) (126) 33
Profit after taxation 1,376 972 42

Note a: The amount reflects the consideration which the insurer expects to be entitled for
the service provided on an earned basis.

Note b: The amount refiects service expenses arising from insurance contracts issued by
the group including incurred claims and other expenses.

Note c: The balance represents the net result of insurance revenue, insurance service
expenses and net expense/income from reinsurance contracts, which comprised of
contractual service margin (“CSM") release and fulfilment cash flow variance as
explained in more details under insurance contract liabilities and reinsurance
contract assets section.

Note d: The amount reflects change in carrying amount of insurance and reinsurance
contracts arising from effect of change in discount rates and financial risks.

Note e: The amount mainly represents operating expenses for supporting MPF business,
back office supporting function, investment contract operation etc.




Business review (continued)

Net operating incone

YF Life insurance International Limited
Year ended 31 December 2025

For management decision making and internal performance management purpose, the
group refers to the net operating income (*NOI”} representing profit generate from core
business activities for the year increase by 19% to HK$1,385 million.

2024 Change %

2025
HK$ million
Insurance service result (Note 1) 772
Investment resuit (Note 2) 985
Others (Note 3) (372)
Net operating income 1,385
Adjust for the following income
and expenses impact:
- Short-term fluctuations in investment
returns, exchange fluctuation and
discount rate (Note 4) (21)
- Other transactions (Note 5) 12
Profit for the year 1,376

HK$ million
567 36
886 11
(286) 30
1,167 19

(278) (92)

83 (86)

972 42

Note 1: The balance represents the difference belween insurance revenue and insurance
service expenses for provision of services net of the reinsurance contract results
excluding exchange adjustment. The key driver for insurance service result is the

net CSM release.

2025
HK$ million
Net CSM release 739
Impact of variances and risk
adjustment net of reinsurance
result 33
Insurance service result 772

2024 Change %
HK$ million
646 14
(79) N/A
567 36
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Business review (continued)

Nef operating income (continued)

Note 2: The balance represents net financial result of investment return, net finance

Note 3;

Note 4:

Note 5:

income/(expenses) from insurance and reinsurance contracts and movement of
investment contract liability excluding exchange adjustment. The increase of
balance is mainly contributed by a larger pool of investment assets.

2025 2024 Change %
HK$ million HK$ miliion
Interest income and others 3,200 2,985 7
Investment return for equities 280 247 13
insurance finance expenses and
others (2,495) (2,346) 6
Investment resuit 985 7 886 11

The investment income excludes income arising from investment-linked insurance
products and direct participating contracts.

The annualised fixed income (interest income) yield* increases gradually from 4.4%
in 2024 to 4.5% in 2025. The annualised fotal investment return® including return for
equities increases from 4.5% in 2024 to 4.6% in 2025.

* The annualised fixed income yield is calculated as interest income divided by the
average amount of debt securities and loans and receivables (excluding principal
protected notes) for the year ended 31 December.

# The annualised total investment return is calculated as interest income and
others and investment return for equities, divided by the average amount of total
assets under investment management for the year ended 31 December.

The balance represents net result of revenue from investment management services
and other income and other operating expenses. The increase in balance is mainly
contributed by increase in operating expense and Giohal Minimum Tax which is
newly effective in 2025.

The balance comprises of below items which are considered not relevant to our core
business and the related decision making and internal management purpose.

Short term fluctuation represents difference between current year return and long
term supportable expected return of all equities and funds excluding mutual funds
investment, impairment, unrealised gain or loss, profit or loss from disposal of
investment, exchange fluctuation on both asset and liability and discount rate impact
on liability which is affected by short term economic environment without long term
economic impact on the core business.

Other transactions represent the impact which management considers not related to
core business activities and therefore excluded from NOI for better understanding.
{e.g. non-recurring other income, maintenance cost of HKFRS 17 etc.)
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Business review (continued)
Net operating income (continued)
Assets and liabilities

The foliowing table sets out the key financial information with respect to the assets and
liabilities.

As at As at

31 December 31 December

2025 2024

HK$ million HK$ million

Investments (excluding unit-linked investments) 84,792 72,031
Unit-linked investments 6,362 5,863
investments in associates 74 -
Cash and deposits 5,621 4,895
Reinsurance contract assets 7,482 8,791
Other assels 2,825 2,684
Total assets 107,158 92,064
Insurance contract liabilities 82,629 59,618
Investment contract liabilities 5,157 5,096
Other liabilities 2,081 1,512
Total liabilities 89,867 76,226
Net asseis 17,289 15,838
Net CSM 0,782 8,219
Comprehensive equity 27,071 24 057
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Business review {continued)
Assets and liabilities (continued)

As at 31 December 2025, the investments and cash and deposits amounted to HK$90,413
million (2024: HK$76,926 million) comprised of 78% debt securities, 5% loans and
receivables, 11% equity securities (7% is from direct participating contracts) and 6% cash
and deposits. Debt securities and loans and receivables are considered fixed income type of
investment, representing 83% of the total investments and cash and deposits. Within the
fixed income portfolio (excluding principal protected notes and asset-backed hybrid
facility/investment agreement), 97% (2024: 97%) are investment grade rated (i.e. BBB- or
above), comprised of 6% is rated AAA, 20% rated AA, 45% rated A, 26% rated BBB, the
remaining 3% of investments rated BB & below. The above credit ratings are referenced to
public credit ratings from reputable credit rating agencies or internal rating analysis with the
support from external investment manager using similar credit rating methodology.

As at 31 December 2025, the total assets under management ("AUM") of insurance business
including those managed through non-consolidated entities like MPF schemes amounted to
HK$102,951 million (31 December 2024: HK$88,379 million).

Investment analysis

The tables below further set forth the asset allocation of the fixed income and equity portfolio
of the insurance division by (i) geography and (i) sector.

By geography
Rank Geography (Note 1) % of Total
1 United States 78.2%
2 China, Hong Kong and Macao 4.3%
3 Australia 2.2%
4 Chile 2.0%
5 Canada 2.0%
3] Indonesia 1.0%
7 Mexico 0.9%
8 Saudi Arabia 0.8%
9 Netherlands 0.8%
10 Japan 0.8%
i1 France 0.8%
12 United Kingdom 0.5%
13 Switzertand 0.4%
14 Thailand 0.4%
15 Diversified (Note 2) 2.4%
16 Others (Note 3} 2.7%
Total (Note 5} 100%

10
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Business review (continued)

Investment analysis {continued)

By Sector
Rank Sector (Note 1) % of Total
1 Eiectric 13.5%
2 Consumer Non-Cyclical 13.0%
3 Energy 8.8%
4 Insurance 7.0%
5 Technology 6.6%
6 Consumer Cyclical 5.0%
7 Commercial Mortgage 4.6%
8 Banking 4.4%
9 Capital Goods 4.1%
10 Basic Industry 4.1%
11 REITs 4.1%
12 Treasuries 4.1%
13 Transporiation 3.9%
14 Communicaticns 3.6%
15 Government Owned No Guarantee 3.6%
16 Brokerage/Asset Managers/Exchange 2.8%
17 Natural Gas 1.5%
18 Non-Agency CMBS 1.0%
19 Others (Note 4) 4.2%
Total (Note 5) 100%
Notes:
1 Unit-linked investments are excluded. By geography, exposures include fixed income

portfolio and equities (excluding exchange traded funds). By industry sector, exposures
include fixed income portfolio {(excluding principal protected notes) only.

Diversified’ includes alternative fund exposures

Others represent 22 countries/regions

Others represent total of 12 industries

Due to rounding, numbers presented in the table may not add up precisely

G bhwnN

i1



Business review (continued)

Investment assets

YF Life Insurance International Limited
Year ended 31 December 2025

The table below sets forth the asset allocation of the investment portfolio of which the
company uses to monitor the performance of the investment portfolio. The debt securities
and loans and receivables were reported at cost less accumulated amortisation and
accumulated impairment before expected credit loss while equity securities and unit trusts

were reported at fair value.

General investment and surplus assets

Debt securities

Loans and receivables
Equity securities

Cash for investment

Direct participating business

Debt securities

L.oans and receivables
Equity securities

Cash for investment

Unit-linked investments

Equity securities

As at As at

31 December 31 December
2025 2024

HK$ million HK$ million
67,775 62,834
3,985 4,317
3,275 2,590
2,948 1,648
77,983 71,689
7,544 4443

330 -

6,398 3,366

357 859

14,629 8,638
6,362 5,663
98,974 85,990

12
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Business review (continued)
Insurance conftract liabilities and reinsurance contract assets

The liability (or asset) recognised for a group of insurance and reinsurance contracts is
measured as the sum of the fulfilment cash flow, cash flows arise as the group fulfits the
contracts and contractual service margin presenting the unearned profit that the group will
recognise as it provides insurance coverage in the future. The table below sets forth the
related information.

As at As at
31 December 31 December
2025 % 2024 %
HK$ million HK$ million
Fulfiiment cash flow 65,365 87 54 608 87
Net CSM 9,782 13 8,219 13
Net balance B 75,147 100 62,827 100
Comprised of:
Insurance contract liabilities 82,629 69,618
Reinsurance contract assets (7,482) (6,791)

75,147 62,827

13
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Business review (continued)
Insurance contract liabilities and reinsurance contract assets (continued)

The table below sets forth the net CSM roll forward which provides information on the
economic impact of changes during the year to understand the performance of our business
in terms of future profitability and contribution to current year financial performance to align
with NOI performance management purpose. The net CSM has grown by 19% from
HK$8,219 million as of 31 December 2024 to HK$9,782 million due to new business
generated and more favorable experiences.

2025 2024
Note HK$ million HK$ million
CSM Value as at 1 January 8,219 7,224
New business CSM a 1,821 732
Expected return on in-force b 188 183
Economic variances c (20) 48
Experience variances d 314 727
Exchange rate impact and others (1) (49)
CSM release e (739) (646)
CSM Value as at 31 December 9,782 8,219
Note

a) It represents the effect of new contracts brought to CSM for the year.

b) It represents the effect of interest accreted on CSM which is measured at the discount
rate at initial recognition for insurance contract portfolio applying general measurement
model.

C) It represents the impact of economic variance and assumption change. Economic
variance and assumption change mainly related to financial related adjustment
including underlying market price change.

d) It represents the effect of experience adjustments from 1) arising from premiums
received in the period, including any related cash flows such as insurance acquisition
cash flows that relate to future service, 2) changes in estimates of the present value of
future cash flow of liabilities of remaining coverage, 3) difference between any
investment component expected to become payable and the actual amount becomes
payable in the period, 4) change of risk adjustment for non-financial risk that related to
the future service.

e)  The release of net CSM is based on coverage units, a function of quantity of benefit
provided and expected coverage period, provided for the period of the group of
contracts. The CSM release rate throughout 2025 remains stable compared with 2024.

14
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Business review {continued)
Comprehensive Equity Movement

The table below sets forth the movement in comprehensive equity which is the total of net
assets and net CSM. Comprehensive equity represents the aggregate value of historical
profit and future profitability from in-force business net of cumulative returns to shareholders.
The comprehensive equity has grown by 13% from HK$24,057 million as of 31 December
2024 to HK$27,071 million due to strong new business generated and more favorable
experiences,

2025 2024

HK$ million HK$ million

Balance as at 1 January 24 057 23,568
Net profit for the year 1,376 972
Foreign exchange reserve and tax 35 (16)
Net fair value reserve and other movement (Note 1) 1,803 (487)
Dividend repatriation (300) -
Balance as at 31 December 27,071 24,057

Note 1: Net fair value reserve included the net insurance finance reserve recognised in other
comprehensive income. Net CSM movement is included in other movement.

Financial Strength and Solvency Margin

During the year ended 31 December 2025, the group has strictly adhered to the regulatory
minimum capital requirement as determined at the relevant time in accordance with the
Insurance Ordinance (*|0”) and maintain sufficient available capital for operation purpose.
The solvency ratio of YF Life as at 31 December 2025 is assessed and calculated to be

around 220% (unaudited), which is higher than the regulatory minimum solvency ratio
requirement of 100%.

15
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Business review (continued)
Environmental policies and performance
Use of resources

The group strives to minimise resource consumption and adopts environmental best
practices across its businesses. We regularly review our environmental practices and
consider implementing additional eco-friendly measures, sustainability targets and practices
to reinforce the principles of reduce, recycle and reuse, as well as further minimise our
aiready low impact on the environment.

In our offices, we have adopted various green practices to reduce the consumption of
resources including electricity, water and paper. Examples of such green practices are:

- Switching off lightings, air conditioning and electrical appliances when not in use to reduce
energy consumption;

- Encouraging double-sided printing and the use of recycled paper for printing and copying;
and

- Setting up recycling bins in office areas.

We have also been progressively digitalising our business operations. Following YF Life
Digitalization Plan (2023-2025), we plan to digitalize our sales and customer services journey
via FinTech initiatives, by use of mobile APPs, chatbot, Al & data technologies, delivering
excellent experience to our sales intermediates, business partners and customers, while
from straight-through process automation to improve operations efficiency.

According to the work plan, key initiatives have been started in 2023 and would continue
implementation in 2024 & 2025 to achieve the preset project goals.

Among the group’s equipment use within the office environment, the network units consume
the most energy. The 24x7 cooling system with open-rack design helps to control the energy
efficiency at office’s network room. In the rented data centers, there is a 24x7 cooling
technology system with airflow optimization and open-rack design for reducing energy
consuimption.

Emissions

With the group’s major businesses focused on the development of insurance, majority of our
operations are conducted in office environments with limited environmental impact. While we
advocate the principie of environmental protection, we do not consider emissions including
air, greenhouse gas (or carbon) and waste emissions to be material due to the nature of our
business operations. We are however, aware of our impact on carbon emissions is mainly
caused by the use of electricity, we strive to minimise the consumption from our offices to the
servers and data centfres.

The group does not have direct environmental emissions such as air, discharges to water
and land as well as generation of hazardous and non-hazardous waste, and we adhere to al
relevant and applicable environmental laws and regulations in the jurisdictions where we
operate. No material non-compliance regarding emissions was reported during the reporting
year,

16
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Business review (continued)
Environmental policies and performance (continued)
The environmental and natural resources

As a financial institution, the impact of our business extends beyond our own operations to
the impact our investment strategies have on the environment.

ESG considerations are taken into account in our investment due diligence, decision-making
and monitoring process. Majority of our assets are allocated to fixed-income assets and they
are managed by our asset manager, Barings LLC, who has been a signatory to the United
Nations' Principles of Responsible Investment (“PRI") initiative since January 2014.

Compliance with the relevant laws and regulations

The company has a Legal and Compliance Department which is responsible for performing
contract-review functions and regulatory compliance functions of the company.

Contract-review functions

1) Develop contractual templates, where necessary and review the mechanism to ensure
these contractual templates are capable of accommodating changing circumstances
and catering for market, legal and regulatory developments.

2)  Perform legal review and conduct negotiations of contractual materials (e.g. tenancy
agreements) to ensure their legal compliance and protect the interests of its existing
and potential policyowners and shareholders.

Regulatory compliance functions
1) Develop compliance system and programmes to monitor and ensure compliance with
all the relevant laws, regulations, rules, guidance notes, guidelines, codes issued by

the relevant regulators and standards & codes issued by the industry bodies;

2)  Assist the accountable departments in developing relevant implementation measures
to ensure compliance with all the relevant laws and regulatory requirements;

3)  Review and report potential suspicious transactions identified by the first line/ business
departments, particularly to prevent any money laundering or counter-terrorist financing
activities;

4}  Review new rules and regulations and assist accountable departments to ensure such
new rules and regulations will be implemented duly;

5)  Assist in providing and reviewing the trainings material of management, staff, and
agents to ensure the compliance with the relevant regulatory requirements;

6) Review new business initiatives to ensure that all proposed activities align with
applicable legal and regulatory requirements prior to implementation.

17
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Business review {continued)
Compliance with the relevant laws and regulations (continued)

To achieve the above key functions, the company has set up the following key programmes
to implement the relevant policies and procedures to ensure compliance:

1}  AML programme

To ensure compliance with legislative and regulatory requirements on anti-money
lfaundering and counter-terrorist financing.

2)  Personal data management programme

To ensure compliance with legislative and regulatory requirements on personal data
protection.

3) FATCA programme

To ensure compliance with requirements on Foreign Account Tax Compliance Act.
4}  CRS programme

To ensure compliance with requirements on Common Reporting Standard.

The company adheres to the requirements of the Hong Kong Companies Ordinance and the
Insurance Ordinance, and other laws and regulations applicable to the company's business
and operations. The company was not prosecuted or punished for any non-compliance with
the relevant laws and regulations relating to the company, for the financial year ended 31
December 2025.

Relationships with its employees, customers and other stakeholders
Employee Health and safety

The management places high importance on the health of employees and takes measures to
increase the awareness of all staff members regarding occupational heaith and safety issues
within the group. For instance, in the group office, assessment and training of Display
Screen Equipment (DSE) was done with aim to help office staff to minimise health risks
associated with prolonged work with their workstations.

While there is no significant health and safety risk in the office environment, employees are
also expected to take all practical measures to ensure a safe and healthy working
environment, in keeping with their defined responsibilities and applicable laws. Employees
are encouraged to participate in fire drills initiated by the office building management to
prepare for any possible emergency.

We seek to promote the well-being of employees by providing medical insurance coverage to
our employees, covering services like clinical visits, specialist visits and health check-ups. In
addition, we promote work-life balance among our staff through different programmes, for
example work-from-home arrangements promoting flexibility of work, establishment of a
relaxing area provided with massage chair.
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YF Life Insurance International Limited
Year ended 31 December 2025

Business review (continued)
Relationships with its employees, customers and other stakeholders (continued)

We offer Employee Assistance Program, supported by a consulting firm, to provide
confidential counseling and support services to address personal and work-related
challenge, including a 24/7/365 hotline, professional personal counselling and consultation,
individual work/life coaching or online resources.

During the reporting year, we adhered to relevant laws and regulations and were not aware
of any incidence of material non-compliance relating to health and safety.

Employee development and training

The group emphasises the importance of the on-going professional development for our
employees and seeks to provide different training and development opportunities to support
their career progression. Through a relevant, systematic and organised training platform, we
aim to align the knowledge and skill sets of our staff members with our business objectives
and operation requirements, in order to enhance efficiency and productivity. We believe that
upskilling our staff members can help reduce the overall compliance risks in the fong run.

At the group, we offer essential training to staff. To promote and cultivate the ongoing
professional development, we arrange training on regulatory matters, such as anti-money
laundering, personal data protection, etc. We provide trainings covering topics like anti-
money laundering for our staff. We also support our employees to seek external training
relevant to their job duties, and provide benefits including examination leave and fee
reimbursement.

At the group, staff training is broadly categorised into three main types for new staff, existing
staff and management, each with key focus areas as follows:

- New staff: regulatory compliance

- Existing staff: regulatory compliance

- Management: training

With the demand for insurance product from Mainland clients is increasing, we have
established an internal guide for PRC business outlining the requirements for agents working
on PRC customers e.g. physically visiting Hong Kong. All our agents are also required to

complete the ongoing (e-refresher) training on both ethics/compliance matters (such as anti-
money laundering) and product-related matters, based on the regulatory requirements.
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Year ended 31 December 2025

Business review {continued)

Relationships with its employees, customers and other stakeholders (continued)
Customer privacy

As a financial institution, we deal with sensitive information of our clients and it is important
that we take the necessary steps to protect such information. We adhere strictly to the
Personal Data (Privacy) Ordinance. Internal compliance manuals are also in place to guide
staff on the proper handling of customer information.

Customer feedback

We welcome customer feedback and collect their opinions through different channels,
including our staff, website and customer service hotline. We also regularly seek inputs from
our front-line business units to ook for areas that require improvement. All customer
comptaints are handled promptly and fairly, and we comply with the response pledge as
prescribed by applicable regulatory requirements.

Supply chain and counterparties management

The group appoints various service providers to support our operations, particularly on IT
services. When selecting these service providers, we consider different factors including

price, capability and credential of suppliers, availability of local support and the possible
synergy from leveraging on other services of suppliers.

Recommended dividend

The directors recommended the distribution of a final dividend amounted to HK$330,000,000
(2024: HK$300,000,000) in respect of the year ended 31 December 2025. The dividend
distribution amount is to be made to each member of the Company based on their respective
shareholding percentage in the ordinary shares issued by the Company.

Charitable donations

Charitable donations made by the group during the year amounted to HK$10,000,000 (2024:
HKS$NIl).

Fixed assets

Details of the movements in fixed assets during the year are set out in note 13 to the
financial statements.

Share capital

Details of the movements in share capital of the company are set out in note 27 to the
financial statements.
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Year ended 31 December 2025

Diractors

The directors during the financial year and up to the date of this report are:

Xin HUANG

Feng YU

Man Ko CHAN

Yu Lam Kenneth NG (resigned on 28 March 2025)
Shu-Yen LIU

Daging QI

Jinghui XU

Shihao ZHUO (appointed on 28 March 2025)
Xifan ZHANG (appointed on 28 August 2025)

There being no provision in the company’s articles of association in connection with the
retirement of directors, all existing directors continue in office for the following year.

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

The names of directors who have served on the boards of the subsidiaries of the company
during the year and up to the date of this report included:

Man Ko CHAN

Chi Hung TSE

Gah Jih WONG {resighed on 19 December 2025)
Tin Yau Elvin YU

Chi Ho TIU

Yimin QIAO (appointed on 18 March 2025)

Directors’ interests in transactions, arrangements or contracts
No transaction, arrangement or contract of significance to which the company, or any of its
holding companies, subsidiaries or fellow subsidiaries was a party, and in which a director of

the company had a material interest, subsisted at the end of the year or at any time during
the year, except for details disclosed in note 29(b).
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Auditors

KPMG retire and, being eligible, offer themselves for re-appointment. A resolution for the re-
appointment of KPMG as auditers of the company is to be proposed at the forthcoming
Annual General Meeting.

By order of the board

ZHANG
Director

Hong Kong,
2 b MAR 028
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Independent auditor’s report to the members of

YF Life Insurance International Limited
(incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of YF Life Insurance International
Limited ("the company”) and its subsidiaries (“the group”} set out on pages 26 to 146, which
comprise the consolidated statement of financial position as at 31 December 2025, the
consolidated statement of profit or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended and notes, comprising material
accounting policy information and other explanatory information.

In our opinion, the consolidated financial statements give a true and fair view of the
consolidated financial position of the group as at 31 December 2025 and of its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance
with HKFRS Accounting Standards as 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") as
issued by the HKICPA. Our responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the consolidated financial statements section of
our report. We are independent of the group in accordance with the HKICPA's Code of
Ethics for Professional Accountants (“the Code”), as applicable to audits of financial
statements of public interest entities. We have also 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 consolidated financia! statements and auditor’s
report thereon

The directors are responsible for the other information. The other information comprises all
the information included in the annual report, other than the consolidated financial
statements and our auditor’s report thereon,

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

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement

of this other information, we are required to report that fact. We have nothing to report in this
regard.
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Independent auditor’s report to the members of

YF Life Insurance International Limited (continued)
(Incorporated in Hong Kong with limited liability)

Responsibilities of the directors for the consolidated financial statements

The directors are responsible for the preparation of the consolidated financial statements that
give a true and fair view in accordance with HKFRS Accounting Standards as 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 consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

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

The directors are assisted by the Audit Committee in discharging their responsibilities for
overseeing the group's financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. This 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 consolidated financial statements.

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

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

- Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances but not for the purpose of
expressing an opinion on the effectiveness of the group’s internal control.
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Independent auditor’'s report to the members of

YF Life Insurance International Limited (continued)
{Incorporated in Hong Kong with limited liability)

Auditor’s responsibilities for the audit of the consolidated financial statements
(continued)

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

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

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

- Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business units within the group as a basis for
forming an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and review of the audit work performed for purposes of the group
audit. We remain solely responsible for our audit opinion.

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

The engagement partner on the audit resuiting in this independent auditor's report is Tam,
Karen Chikiu (practising certificate number; P0O7077).

SN

Certitied Public Accountants

8th Floor, Prince's Bfuilding
10 Chater Road
Central, Hong Kong

26 March 2026
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YF Life Insurance Infernational Limited
Financial statements for the year ended 31 December 2025

Consolidated statement of profit or loss
for the year ended 31 December 2025

(Expressed in Hong Kong dollars)

Insurance revenue

Insurance service expenses

Net income/(expenses) from reinsurance
contracts

Insurance service result

interest revenue calculated using the effective
interest method

Other investment revenue

Net impairment loss on financial assets

investment return

Net finance expenses from insurance contracts
Net finance income from reinsurance contracts
Movement in investment contract liahilities

Net financial result

Revenue from investment management
services

Share of loss of equity-accounted investee, net
of tax

Other income

Other operating expenses

Other finance costs

Profit before tax
fncome tax expense
Profit for the year

Profit for the year attributable fo equity
shareholders of the company

Note

[{e X ¥

22(a)

6(b)
6(c)
6(d)

—3
[#2]

w W

10

2025
3

3,076,450,861
(2,347 425,822)

80,777,402

2024
$

2,800,753,896
(2,108,240,998)

(59,368,539)

809,802,441

3,130,126,505
3,112,110,845
(119,359,240)

633,144,359

2,998,877,032
827,701,502
(120,180,389)

6,122,878,110

(5,280,042,009)
296,377,591
(231,471,307)

3,706,398,145

(3,097,871,554)
247,438,200
(203,145,285)

907,742,385

20,489,282

(125,299)
46,138,565
(233,802,024)
(7,285,000)

652,817,506

21,043,912

79,675,638
(283,019,416)
(5,697,503)

1,542,960,350

1,097,964,496

(167,398,667) (126,435,599)
1,375,561,683 971,528,897
1,375,561,683

971,528,897

The notes on pages 33 o 146 form part of these consolidated financial statements.
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Financial statements for the year ended 31 December 2025

Consolidated statement of profit or loss and
other comprehensive income

for the year ended 31 December 2025
(Expressed in Hong Kong dollars)

Note 2025 2024
$ $

Profit for the year after taxation 1,375,661,683 971 ,5281_897
Other comprehensive income for the year
ltems that are or may be reclassified

subsequently to profit or loss
Net movement in the fair value reserve during

the year recognised in other comprehensive

income 12 785,780,024  (1,236,050,920)
Cash flow hedge: net movement in the hedging

reserve {89,004,333) (357,727,924)
Exchange differences arising on translation of

results of foreign operations 2,574,158 (72,865,661)
Net finance expenses from insurance contracts  6(a) (517,423,381) (48,740,944)
Net finance income from reinsurance contracts  6(a) 163,197,726 180,381,305
Net deferred tax impact recognised in other

comprehensive income 10(b) 31,505,952 57,537,332

375,730,146 (1 477,466,812)

Total comprehensive income for the year 1,751,291,829 (505,937,915)

Total comprehensive income for the year
attributable to:

Equity shareholders of the company 1,751,291,829 (505,937,915)

The notes on pages 33 to 146 form part of these consolidated financial statements.
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Consolidated statement of financial position

at 31 December 2025
(Expressed in Hong Kong dollars)

Assets

Fixed assets

Investments in associates

Statutory deposits

Deferred tax assets

Intangible asset

Other confract asset

investments

Reinsurance contract assets

Other receivables, deposits, and prepayment

Fixed bank deposits with original maturity over
3 months

Cash and cash equivalents

Total assets
Liakilities

Other liabilities

Financial liabilities at fair value through profit or
loss

Tax payable

Insurance contract liabilities

Investment contract liabilities

Lease liabilities

Deferred tax liahilities

Total liahilities

Net assets

28

Note

13
16
14

26(b)

17
18
19
22
20

21
21

25

19

26(a)

22
23
24

26(b}

At 31 December
2025
$

579,442,147
73,792,804
1,584,512
126,216,041
14,964,615
463,211,947
91,154,088,199
7,482,492,186
1,640,476,055

1,032,071,295
4,587,613,441

At 31 December
2024
%

604,721,683

1,573,497
98,767,135
14,920,942

456,663,099
77,693,611,365
6,790,716,168
1,508,342,710

993,798,122
3,899,941,867

107,155,953,242

1,124,764,375

429,740,582
128,539,126
82,629,0563,348
5,156,828,956
153,260,414
244,575,182

92,063,965,488

635,524,262

425782,027
33,071,287
69,617,927,842
5,006,468,744
165,225,350
252,066,546

89,866,761,983

17,289,191,259

76,226,066,058

15,837,899,43




YF Life Insurance International Limited
Financial statements for the year ended 31 December 2025

Consolidated statement of financial position

at 31 December 2025 (continued)
(Expressed in Hong Kong dollars)

At 31 December At 31 December

Note 2025 2024
$ $

Equity
Share capital 27(a) 4,540,000,000 4,540,000,000
Retained earnings 13,012,516,236 11,936,954 553
Reserves (263,324,977) (639,055,123)
Total equity 17,289,191,258  15,837,899,430

Approved and authorised for issue by the board of directors on 26 March 20286.

’ Ao

Xifarr ZHANG Man Ko Chan
fracior Director

The notes on pages 33 to 146 form part of these consolidated financial statements.
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YF Life Insurance International Limited
Financial statements for the year ended 31 December 2025

Consolidated statement of cash flows
for the year ended 31 December 2025

(Expressed in Hong Kong dolfars)

Cash flows from operating activities

Profit before taxation
Adjustments for:
- Financial investments

- Insurance and reinsurance contracts

- Investment contracts

Note 2025

1,542,960,350

(12,965,580,651)
11,812,750,769
(27,6569,532)

- Statutory deposits (11,015)
- Other contract asset (5,485,982)
- Other receivable and payable 230,137,136
- Depreciation 13 182,678,891
- Loss on disposal of fixed assets 313,447
- Finance costs 21(a) 7,285,000
- interest credited to policyholders’ account

balances 21(a) 204,633,549

- Other non-cash operating items, including
investment income and the effect of
exchange rate changes on certain
operating items

Share of loss of equity-accounted investees,

(153,389,198)

net of tax 16 125,299
Operating cash items:

- interest received from bank deposits 148,975,747

- Dividends received 437 525,494

- Tax paid (75,391,972)

2024

1,097,964,496

(6,499,277,386)
6,317,129,623
(18,258,737)
(15,708)
(3,597,301)
(482,449 557)
191,181,134

5,697,503

182,838,560

(118,330,597)

129,766,422
295,757,521
(105,028,331)

Net cash from operating activities 1,340,867,332

993,377,644
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Consolidated statement of cash flows
for the year ended 31 December 2025 (continued)

(Expressed in Hong Kong dollars)

Cash fiows from investing activities

Capital contribution to equity-accounted
investee

Payment for purchase of fixed assets

Fixed bank deposits with original maturity
over 3 months

Net cash (used in)/from investing activities

Cash flows from financing activities

Policyholders’ account deposits related to
investment contracts

Policyholders’ account withdrawals related to
investment contracts

Dividends paid

interest element of lease rentals paid

Capital element of lease rentals paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at 1 January

Effect of foreign exchange rates changes

Cash and cash equivalents at 31 December

Noie

21(a)
21(a)

21(a)
21(a)

21

21

YF Life insurance international Limited
Financial statements for the year ended 31 December 2025

2025

(74,092,590)
(64,302,385)

2024

(89,997,407)

(37,832,423) 114,469,677
(178,227,398) 24,472,270
243,281,586 172,152,511

(314,868,141)
(300,000,000)

(7,285,000)
(103,907 959)

(347,622,136)

(5,697,503)
(118,374,935)

(482,779,514)

(299,542,063)

681,860,420
3,899,941,867

5,811,154

718,307,851
3,200,075,740

(18,441,724)

4,587,613,441

3,899,841,867

The notes on pages 33 to 146 form part of these consolidated financial statements.
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YF Life Insurance International Limited
Financial statements for the year ended 31 December 2625

Notes to the financial statements
(Expressed in Hong Kong dollars)

Material accounting policies
Statement of compliance

These financial statements have been prepared in accordance with HKFRS Accounting
Standards, which collective term includes all applicable individual Hong Kong Financial
Reporting Standards ("HKFRSs"), Hong Kong Accounting Standards ("HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and the requirements of the Hong
Kong Companies Ordinance. Material accounting policies adopted by the group are
disclosed below.

The HKICPA has issued certain new or amended HKFRS Accounting Standards that are first
effective or available for early adoption for the current accounting period of the group and the
company. Note 2 provides information on any changes in accounting policies resulting from
initial application of these developments to the extent that they are relevant to the group for
the current accounting period reflected in these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2025 comprise the
company and its subsidiaries (fogether referred to as "“the group”) and the group’s
investments in associates.

The group’s functional currency is United States dollar. The presentation currency of these
financial statements is Hong Kong dollar, the official currency of the jurisdiction in which the
group primarily operates.

The measurement basis used in the preparation of the financial statements is the historical
cost basis except that investments in certain debt and equity securities and derivative
financial instruments are stated at their fair value, and insurance and reinsurance contracts
are measured at fulfilment cash flows, and if any, the contractual service margin (*CSM"), as
explained in the accounting policies set out below or note 22(e).

The preparation of financial statements in conformity with HKFRS Accounting Standards
requires management to make judgements, estimates and assumptions that affect the
apptication of policies and reported amounts of assets, liabilities, income and expenses. The
estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making the judgements about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual resuits may differ from these estimates.

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

YF Life Insurance Inlernational Limited
Financial statements for the year ended 31 December 2025

Material accounting policies (continued)
Basis of preparation of the financial statements (continued)

Judgements made by management in the application of HKFRS Accounting Standards that
have significant effect on the consolidated financial statements and estimates with a
significant risk of material adjustment are discussed in note 4.

Subsidiaries

Subsidiaries are entities controlled by the group. The group controls an entity when it is
exposed, or has rights, to variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. When assessing whether the
group has power, only substantive rights (held by the group and other parties) are
considered.

An investment in a subsidiary is consolidated into the consolidated financial statements from
the date that control commences until the date that control ceases. Intra-group balances,
transactions, cash flows, and any unrealised profits arising from intra-group transactions are
eliminated in full in preparing the consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in the same way as unrealised gains
but only to the extent that there is no evidence of impairment.

In the company’s statement of financial position, an investment in a subsidiary is stated at
cost less impairment losses (see note 1(p)(ii)).

Associates

An associate is an entity in which the group has significant influence, but not control or joint
control, over its management, including participation in the financial and operating policy
decisions.

An investment in an associate is accounted for in the consolidated financial statements under
the equity method, unless it is classified as held for sale (or included in a disposal group that
is classified as held for sale). Under the equity method, the investment is initially recorded at
cost, and the carrying amount is increased or decreased fo recognise the investor's share of
the profit or loss of the investee after the date of acquisition. Thereafter, the investment is
adjusted for the post acquisition change in the group’s share of the investee’s net assets and
any impairment loss relating to the investment (see Note 1{p)(il)). Any acquisition-date
excess over cost, the group’s share of the post-acquisition, post-tax results of the investees
and any impairment losses for the year are recognised in the consolidated statement of profit
or loss, whereas the group’s share of the post-acquisition post-tax items of the investees’
other comprehensive income is recognised in the consolidated statement of profit or loss and
other comprehensive income.

When the group’s share of losses exceeds its interest in the associate, the group’s interest is
reduced to nil and recognition of further losses is discontinued except to the extent that the
group has incurred legal or constructive obligations or made payments on behalif of the
investee. For this purpose, the group’s interest is the carrying amount of the investment
under the equity method together with the group's long-term interests that in substance form
part of the group’s net investment in the associate.
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Associates (continued)

Unrealised profits and losses resuiting from transactions between the group and its
associates are eliminated to the extent of the group’s interest in the investee, except where
unrealised losses provide evidence of an impairment of the asset transferred, in which case
they are recognised immediately in profit or loss.

If the group’s ownership interest in an associate is reduced, but the investment continues to
be classified as an associate, the group shall reclassify to profit or loss the proportion of the

gain or loss that had previously been recognised in other comprehensive income relating to

that reduction in ownership interest if that gain or loss would be required to be reclassified to
profit or loss on the disposal of the related assets or liabilities.

If an investment in an associate becomes an investment in a joint venture, retained interest is
not remeasured. Instead, the investment continues to be accounted for under the equity
method.

When the group ceases to have significant influence over an associate, it is accounted for as
a disposal of the entire interest in that investee, with a resulting gain or loss being recognised
in profit or loss. Any interest retained in that former investee at the date when significant
influence is lost is recognised at fair value and this amount is regarded as the fair value on
initial recognition of a financial asset.

Insurance, reinsurance and investment contracts - Classification

Contracts under which the group accepis significant insurance risk are classified as
insurance confracts. Contracis held by the group under which it transfers significant
insurance risk related to underlying insurance coniracts are classified as reinsurance
confracts. Insurance and reinsurance contracts also expose the group to financial risk.

The group does not accept insurance risk from other insurers.

Insurance contracts may be issued and reinsurance contracts may be initiated by the group,
or they may be acquired in a business combination or in a transfer of contracts that do not
form a business. All references in these accounting policies to ‘insurance contracts’ and
‘reinsurance contracts’ include contracts issued, initiated or acquired by the group, unless
otherwise stated.

Some contracts entered into by the group have the legal form of insurance contracts but do

not transfer significant insurance risk. These confracts are classified as financial liabilities
and are referred to as ‘'investment contracts’ (see note 1(g)).
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Insurance, reinsurance and investment coniracts — Classification (continued)

insurance contracts are classified as direct participating contracts or contracts without direct
participation features. Direct participating contracts are contracts for which, at inception:

- the contractual terms specify that the policyholder participates in a share of a clearly
identified pool of underlying items;

- the group expects to pay fo the policyholder an amount equal to a substantial share of the
fair value returns on the underlying items; and

- the group expects a substantial proportion of any change in the amounts to be paid to the
policyholder to vary with the change in fair value of the underlying items.

All other insurance contracts and all reinsurance confracts are classified as contracts without
direct participation features.

Insurance and reinsurance contracts
Separating components from insurance and reinsurance contracts

At inception, the group separates the following components from an insurance or reinsurance
contract and accounts for them as if they were stand-alone financial instruments.

- derivatives embedded in the contract whose economic characteristics and risks are not
closely related to those of the host contract, and whose terms would not meet the
definition of an insurance or reinsurance contract as a stand-alone instrument; and

- distinct investment components: i.e. investment components that are not highly inter-
refated with the insurance components and for which contracts with equivalent ferms are
sold, or could be sold, separately in the same market or the same jurisdiction.

After separating any financial instrument components, the group separates any promises to
transfer to policyholders distinct goods or services other than insurance coverage and
investment services and accounts for them as separate contracts with customers (i.e. not as
insurance contracts). A good or service is distinct if the policyholder can benefit from it either
on its own or with other resources that are readily available to the policyholder. A good or
service is not distinct and is accounted for together with the insurance component if the cash
flows and risks associated with the good or service are highly inter-related with the cash
flows and risks associated with the insurance component, and the group provides a
significant service of integrating the good or service with the insurance component.
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(f}  Insurance and reinsurance contracts (continued)

(i) Aggregation and recognition of insurance and reinsurance contracts
insurance contracts
Insurance contracts are aggregated into groups for measurement purposes. Groups of
insurance contracts are determined by identifying portfolios of insurance contracts, each
comprising contracts subject to similar risks and managed together, and dividing each
portfolio into semi-annual cohorts and each semi-annual cohort into three groups based on
the profitability of contracis:

- any contracts that are onerous on initial recognition;

- any contracts that, on initial recognition, have no significant possibility of becoming
onerous subsegquently; and

- any remaining contracts in the semi-annual cohort.
An insurance contract issued by the group is recognised from the earliest of:

- the beginning of its coverage period (i.e. the period during which the group provides
services in respect of any premiums within the boundary of the contract);

- when the first payment from the policyholder becomes due or, if there is no contractual
due date, when it is received from the policyholder; and

- when facts and circumstances indicate that the contract is onerous.

An insurance contract acquired in a transfer of contracts or a business combination is
recognised on the date of acquisition.

When the contract is recognised, it is added to an existing group of contracts or, if the
contract does not qualify for inclusion in an existing group, it forms a new group to which
future contracts are added. Groups of contracts are established on initial recognition and
their composition is not revised once all contracts have been added to the group.
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() Insurance and reinsurance contracts (continued)

(i)  Aggregation and recognition of insurance and reinsurance contracts (continued)
Reinsurance contracts

Groups of reinsurance contracts are established such that each group comprises a single
contract.

A group of reinsurance contracts is recognised on the following date.

- Reinsurance contracts initiated by the group that provide proportionate coverage: The
date on which any underlying insurance contract is initially recognised. This applies to the
group’s quota share reinsurance contracts.

- Other reinsurance contracts initiated by the group: The beginning of the coverage period
of the group of reinsurance contracts. However, if the group recognises an onerous group
of underlying insurance contracts on an earlier date and the related reinsurance contract
was entered into before that earlier date, then the group of reinsurance contracts is
recognised on that earlier date (see ‘Reinsurance of onerous underlying insurance
contracts’ under (v)).

- Reinsurance conlracts acquired; The date of acquisition.
(ii) Insurance acquisition cash flows

Insurance acquisition cash flows are allocated to groups of insurance contracts using a
systematic and rational method and considering, in an unbiased way, all reasonable and
supportable information that is available without undue cost or effort.

If insurance acquisition cash flows are directly attributable to a group of contracts, then they
are allocated to that group and to the groups that will include renewals of those contracts.
The allocation to renewals only applies to certain term assurance and critical iliness contracts
that are renewable and coverage period for each term is more than one year. The group
expects to recover part of the related insurance acquisition cash flows through renewals of
these contracts. The allocation to renewals is based on the manner in which the group
expects to recover those cash flows.

If insurance acquisition cash flows are directly attributable to a portfolio but not to a group of
contracts, then they are allocated to groups in the porifolio using a systematic and rational
method.
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Insurance acquisition cash flows (continued)

Insurance acquisition cash flows arising before the recognition of the related group of
contracts are recognised as an asset. Insurance acquisition cash flows arise when they are
paid or when a liability is required to be recognised under a standard other than HKFRS 17,
Such an asset is recognised for each group of contracts to which the insurance acquisition
cash flows are allocated. The asset is derecognised, fully or partially, when the insurance
acquisition cash flows are included in the measurement of the group of contracts.

When the group acquires insurance contracts in a transfer of contracts or a business
combination, at the date of acquisition it recognises an asset for insurance acquisition cash
flows at fair value for the rights to obtain:

- renewals of contracts recognised at the date of acquisition; and
- other future contracts after the date of acquisition without paying again insurance
acquisition cash flows that the acquiree has already paid.

At each reporting date, the group revises the amounts allocated to groups to reflect any
changes in assumptions that determine the inputs to the allocation method used. Amounts
allocated to a group are not revised once all contracts have been added to the group.

Recoverability assessment

At each reporting date, if facts and circumstances indicate that an asset for insurance
acquisition cash flows may be impaired, then the group:

a. recognises an impairment loss in profit or loss so that the carrying amount of the asset
does not exceed the expected net cash inflow for the related group; and

b.  if the asset relates to future renewals, recognises an impairment loss in profit or loss to
the extent that it expects those insurance acquisition cash flows to exceed the net cash
inflow for the expected renewals and this excess has not already been recognised as
an impairment loss under (a).

The group reverses any impairment losses in profit or loss and increases the carrying
amount of the asset to the extent that the impairment conditions have improved.
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(f}  Insurance and reinsurance confracts (continued)
(iv) Contract boundaries

The measurement of a group of contracts includes all of the future cash flows within the
boundary of each contract in the group, determined as follows:

Insurance contracts Cash flows are within the confract houndary if they arise from
substantive rights and obligations that exist during the reporting
period in which the group can compel the policyholder to pay
premiums or has a substantive obligation to provide services
{including insurance coverage and any investment services).

A substantive obligation to provide services ends when:

- the group has the practical ability fo reassess the risks of the
particuiar policyholder and can set a price or level of benefits
that fully reflects those reassessed risks; or

- the group has the practical ability to reassess the risks of the
portfolio that contains the contract and can set a price or level
of benefits that fully reflects the risks of that portfolio, and the
pricing of the premiums up to the reassessment date does not
take into account risks that relate to periods after the
reassessment date.

The reassessment of risks considers only risks transferred from
policyholders to the group, which may include both insurance
and financial risks, but exclude tapse and expense risks.

Reinsurance contracts Cash flows are within the contract boundary if they arise from
substantive rights and obligations that exist during the reporting
period in which the group is compelled to pay amounts to the
reinsurer or has a substantive right to receive services from the
reinsurer.

A substantive right to receive services from the reinsurer ends
when the reinsurer.

- has the practical ability to reassess the risks fransferred fo it
and can set a price or level of benefits that fully reflects those
reassessed risks; or

- has a substantive right to terminate the coverage.

The contract boundary is reassessed at each reporting date to include the effect of changes
in circumstances on the group’s substantive rights and obligations and, therefore, may
change over time.
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Insurance and reinsurance contracts (continued)

Measurement - Contracts not measured under the premium allocation approach ("PAA”)
insurance confracts - Initial measurement

On initial recognition, the group measures a group of insurance contracts as the total of (a)
the fulfilment cash flows, which comprise estimates of future cash flows, adjusted to reflect
the time value of money and the associated financial risks, and a risk adjustment for non-
financial risk; and (b) the CSM. The fulfilment cash flows of a group of insurance contracts
do not reflect the group’s non-performance risk.

The risk adjustment for non-financial risk for a group of insurance contracts, determined
separately from the other estimates, is the compensation required for bearing uncertainty
about the amount and timing of the cash flows that arises from non-financial risk.

The CSM of a group of insurance contracts represents the unearned profit that the group will
recognhise as it provides services under those contracts. On initial recognition of a group of
insurance contracts, if the total of (a) the fulfilment cash flows, (b) any cash flows arising at
that date and (c} any amount arising from the derecognition of any assets or liabilities
previously recognised for cash flows related to the group (including assets for insurance
acquisition cash flows under (iii) is a net infiow, then the group is not onerous. In this case,
the CSM is measured as the equal and opposite amount of the net inflow, which resuits in no
income or expenses arising on initial recognition.

If the total is a net outflow, then the group is onerous. In this case, the net outflow is
recognised as a loss in profit or loss. A loss component is created to depict the amount of
the net cash outflow, which determines the amounts that are subsequently presented in profit
or loss as reversals of losses on onerous contracts and are excluded from insurance
revenue,

Insurance contracts - Subsequent measurement

The carrying amount of a group of insurance contracts at each reporting date is the sum of
the liability for remaining coverage and the liability for incurred claims. The liability for
remaining coverage comprises (a) the fulfilment cash flows that relate to services that will be
provided under the contracts in future periods and (b) any remaining CSM at that date. The
liability for incurred claims includes the fulfilment cash flows for incurred claims and expenses
that have not yet been paid, including claims that have been incurred but not yet reported.

The fulfilment cash flows of groups of insurance contracts are measured at the reporting date
using current estimates of future cash flows, current discount rates and current estimates of
the risk adjustment for non-financial risk. Changes in fulfilment cash flows are recognised as
follows.
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Insurance and reinsurance contracts (continued)}

Measurement - Contracts not measured under the premium allocation approach (“PAA”)
{continued)

Changes relating to future services Adjusted against the CSM (or recognised in the
insurance service result in profit or loss if the
group is onerous)

Changes relating to current or past Recognised in the insurance service result in
services profit or loss
Effects of the time value of money, Recognised as insurance finance income or

financial risk and changes therein on  expenses
estimated future cash flows

The CSM of each group of contracts is calculated at each reporting date as follows.
insurance contracts without direct participation features

The carrying amount of the CSM at each reporting date is the carrying amount at the start of
the period, adjusted for:

- the CSM of any new contracts that are added to the group in the period;

- interest accreted on the carrying amount of the CSM during the period, measured at the
discount rates on nominal cash flows that do not vary based on the returns on any
underlying items determined on initial recognition;

- changes in fulfilment cash flows that relate to future services, except to the extent that:
- any increases in the fulfilment cash flows exceed the carrying amount of the CSM, in

which case the excess is recognised as a loss in profit or loss and creates a loss

component; or

- any decreases in the fulfilment cash flows are aliocated io the loss component,
reversing losses previously recognised in profit or loss;

- the effect of any currency exchange differences on the CSM; and

- the amount recognised as insurance revenue because of the services provided in the
period.
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Insurance and reinsurance contracts (continued)

Measurement - Contracts not measured under the premium affocation approach (“PAA")
(continued)

Changes in fulfilment cash flows that relate to future services comprise:

- experience adjustments arising from premiums received in the period that relate to future
services and related cash flows, measured at the discount rates determined on initial
recognition;

- changes in estimates of the present value of future cash flows in the liability for remaining
coverage, measured at the discount rates determined on initial recognition, except for
those that arise from the effects of the time value of money, financial risk and changes
therein;

- differences between (a) any investment component expected to become payable in the
year, determined as the payment expected at the start of the period plus any insurance
finance income or expenses related to that expected payment before it becomes payable;
and (b) the actual amount that becomes payable in the period;

- differences between any loan to a policyholder expected to become repayable in the
period and the actual amount that becomes repayable in the period; and

- changes in the risk adjustment for non-financial risk that relate to future services.

Changes in discretionary cash flows are regarded as relating to future services and
accordingly adjust the CSM.

Direct participating contracts

Direct participating contracts are contracts under which the group’s obligation to the
policyholder is the net of:

- the obligation to pay the policyholder an amount equal to the fair value of the underlying
items; and

- avariable fee in exchange for future services provided by the contracts, being the amount
of the group's share of the fair value of the underlying items less fulfilment cash flows that
do not vary based on the returns on underiying items. The group provides investment
services under these contracts by promising an investment return based on underlying
items, in addition to insurance coverage.

When measuring a group of direct participating contracts, the group adjusts the fulfilment
cash flows for the whole of the changes in the obligation to pay policyholders an amount
equal to the fair value of the underlying items. These changes do nof relate to future
services and are recognised in profit or loss. The group then adjusts any CSM for changes
in the amount of the group’s share of the fair value of the underlying items, which relate to
future services, as explained below.
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Material accounting policies (continued)

Insurance and reinsurance contracts (continued)

Measurement - Contracts not measured under the premium allocation approach (“PAA")
{continued)

The carrying amount of the CSM at each reporting date is the carrying amount at the start of
the period, adjusted for:

the CSM of any new contracts that are added to the group in the period;

the change in the amount of the group’s share of the fair value of the underlying items and
changes in fulfilment cash flows that relate to future services, except to the extent that:

the group has applied the risk mitigation option to exclude from the CSM changes in
the effect of financial risk on the amount of its share of the underlying items or fulfilment
cash flows;

a decrease in the amount of the group’s share of the fair value of the underlying items,
or an increase in the fulfilment cash flows that relate to future services, exceeds the
carrying amount of the CSM, giving rise to a loss in profit or loss (included in insurance
service expenses) and creating a loss component; or

an increase in the amount of the group’s share of the fair value of the underlying items,
or a decrease in the fulfilment cash flows that relate to future services, is allocated to
the loss component, reversing losses previously recognised in profit or loss (included in
insurance service expenses);

the effect of any currency exchange differences on the CSM; and

the amount recognised as insurance revenue because of the services provided in the
period.

Changes in fuifilment cash flows that relate to future services include the changes relating to
future services specified above for contracts without direct participation features (measured

at current discount rates) and changes in the effect of the time value of money and financial

risks that do not arise from underlying items - e.g. the effect of financial guarantees.
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Material accounting policies (continued)
Insurance and reinsurance conftracts (confinued)

Measurement - Contracts not measured under the premium allocation approach ("PAA™
(continued)

Reinsurance conftracts

To measure a group of reinsurance contracts, the group applies the same accounting
policies as are applied to insurance contracts without direct participation features, with the
following modifications.

The carrying amount of a group of reinsurance contracts at each reporting date is the sum of
the asset for remaining coverage and the asset for incurred claims. The asset for remaining
coverage comprises (a) the fulfiiment cash flows that reiate {o services that will be received
under the contracts in future periods and (b) any remaining CSM at that date.

The group measures the estimates of the present value of future cash flows using
assumptions that are consistent with those used to measure the estimates of the present
value of future cash flows for the underlying insurance contracts, with an adjustment for any
risk of non-performance by the reinsurer. The effect of the non-performance risk of the
reinsurer is assessed at each reporting date and the effect of changes in the non-
performance risk is recognised in profit or loss.

The risk adjustment for non-financial risk is the amount of risk being transferred by the group
to the reinsurer.

On initial recognition, the CSM of a group of reinsurance contracts represents a net cost or
net gain on purchasing reinsurance. It is measured as the equal and opposite amount of the
total of (a) the fulfilment cash flows, (b) any amount arising from the derecognition of any
assets or liabilities previously recognised for cash flows related to the group, (c) any cash
flows arising at that date and {(d) any income recognised in profit or loss because of onerous
underlying contracts recognised at that date (see 'Reinsurance of onerous underlying
insurance contracts’ below). However, if any net cost on purchasing reinsurance coverage
relates to insured events that occurred before the purchase of the group, then the group
recognises the cost immediately in profit or loss as an expense.
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Measurement - Contracts not measured under the premium allocation approach ("PAA")
(continued)

The carrying amount of the CSM at each reporting date is the carrying amount at the start of
the period, adjusted for:

- the CSM of any new contracts that are added to the group in the period;

- interest accreted on the carrying amount of the CSM during the period, measured at the
discount rates on nominal cash flows that do not vary based on the returns on any
underlying items determined on initial recognition;

- income recognised in profit or loss in the year on initial recognition of onerous underlying
contracts {see below),

- reversals of a loss-recovery component (see ‘Net expenses from reinsurance contracts’
under {viii)) to the extent that they are not changes in the fulfilment cash flows of the group
of reinsurance contracts;

- changes in fulfilment cash flows that relate to future services, measured at the discount
rates determined on initial recognition, unless they result from changes in fulfiiment cash
flows of onerous underlying contracts, in which case they are recognised in profit or loss
and create or adjust a loss-recovery component;

- the effect of any currency exchange differences on the CSM; and
-~ the amount recognised in profit or loss because of the services received in the period.
Reinsurance of onerous underlying insurance coniracts

The group adjusts the CSM of the group to which a reinsurance contract belongs and as a
result recognises income when it recognises a loss on initial recognition of onerous
underlying contracts, if the reinsurance contract is entered into before or at the same time as
the onerous underlying contracts are recognised. The adjustment to the CSM is determined
by multiplying:

- the amount of the loss that relates to the underlying contracts; and

- the percentage of claims on the underlying contracts that the group expects to recover
from the reinsurance contracts.

A loss-recovery component is created or adjusted for the group of reinsurance contracts to
depict the adjustment to the CSM, which determines the amounts that are subsecquently
presented in profit or loss as reversals of recoveries of losses from the reinsurance confracts
and are excluded from the allocation of reinsurance premiums paid (see ‘Net expenses from
reinsurance contracts' under (viii}.
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Insurance and reinsurance contracts (continued)
Measurement - Contracts measured under the PAA

The group uses the PAA to simplify the measurement of groups of contracts when the
coverage period of each contract in the group is one year or less for insurance and
reinsurance contracts.

Insurance confracts

On initial recognition of each group of contracts, the carrying amount of the liability for
remaining coverage is measured at the premiums received on initial recognition minus any
insurance acquisition cash flows allocated to the group at that date. The group has chosen
to recoghise any insurance acquisition cash flows as expenses when it incurs those costs,
provided that the coverage period of each contract in the group at initial recognition is no
more than one year.

Subsequently, the carrying amount of the liability for remaining coverage is increased by any
premiums received, and decreased by the amount recognised as insurance revenue for
services provided (see (viii)). On initial recognition of each group of contracts, the group
expects that the time between providing each part of the services and the related premium
due date is no more than a year. Accordingly, the group has chosen not to adjust the liability
for remaining coverage to reflect the time value of money and the effect of financial risk.

If at any time during the coverage period, facts and circumstances indicate that a group of
contracts is onerous, then the group recognises a loss in profit or loss and increases the
liability for remaining coverage to the extent that the current estimates of the fulfilment cash
flows that refate to remaining coverage exceed the carrying amount of the liability for
remaining coverage. The fulfilment cash flows are discounted (at current rates) if the liability
for incurred claims is also discounted (see below).

The group recognises the liability for incurred claims of a group of insurance contracts at the
amount of the fulfilment cash flows relating to incurred claims. The future cash flows are
discounted (at current rates) unless they are expected to be paid in one year or less from the
date the claims are incurred.

Reinsurance contracts

The group applies the same accounting policies to measure a group of reinsurance
contracts, adapted where necessary to reflect features that differ from those of insurance
contracts.

If a loss-recovery component (see ‘Reinsurance of onerous underlying insurance contracts’
under (v) is created for a group of reinsurance contracts measured under the PAA, then the
group adjusts the carrying amount of the asset for remaining coverage instead of adjusting
the CSM.
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Insurance and reinsurance contracts (continued)
Derecognition and contract modification

The group derecognises a contract when it is extinguished - i.e. when the specified
obligations in the contract expire or are discharged or cancelled.

The group also derecognises a contract if its terms are modified in a way that would have
changed the accounting for the contract significantly had the new terms always existed, in
which case a new contract based on the modified terms is recognised. If a contract
maodification does not result in derecognition, then the group treats the changes in cash flows
caused by the modification as changes in estimates of fulfilment cash flows.

On derecognition of a contract from within a group of contracts not measured under the PAA:

- the fulfilment cash flows ailocated to the group are adjusted to eliminate those that relate
to the rights and obligations derecognised;

- the CSM of the group is adjusted for the change in the fulfilment cash flows, except where
such changes are allocated to a loss component; and

- the number of coverage units for the expected remaining services is adjusted to reflect the
coverage units derecognised from the group (see (viii)).

If a contract is derecognised because it is transferred to a third party, then the CSM is also
adjusted for the premium charged by the third party, unless the group is onerous.

If a contract is derecognised because its terms are modified, then the CSM is also adjusted
for the premium that would have been charged had the group entered into a contract with the
new contract’s terms at the date of modification, less any additional premium charged for the
modification. The new contract recognised is measured assuming that, at the date of
modification, the group received the premium that it would have charged less any additional
premium charged for the modification.

Presentation

Portfolios of insurance contracts that are assets and those that are liabilities, and portfolios of
reinsurance contracts that are assets and those that are liabilities, are presented separately
in the consolidated statement of financial position. Any assets or liabilities recognised for
cash flows arising before the recognition of the related group of contracts (inciuding any
assets for insurance acquisition cash flows under {iii)) are included in the carrying amount of
the related portfolios of contracts.

The group disaggregates amounts recognised in the consolidated statement of profit or loss
and other comprehensive income into {a) an insurance service result, comprising insurance
revenue and insurance service expenses; and (b) insurance finance income or expenses.

Income and expenses from reinsurance contracts are presented separately from income and
expenses from insurance contracts. Income and expenses from reinsurance contracts, other
than insurance finance income or expenses, are presented on a net hasis as ‘net expenses
from reinsurance contracts’ in the insurance service result.

48




®

(viii)

YF Life Insurance Infernational Limited
Financial statements for the year ended 31 December 2025

Material accounting policies {continued)
Insurance and reinsurance contracts (continued)
Presentation (continued)

The group does not disaggregate changes in the risk adjustment for non-financial risk
between the insurance service result and insurance finance income or expenses. All
changes in the risk adjustment for non-financial risk are included in the insurance service
result.

Insurance revenue and insurance service expenses exclude any investment components
and are recognised as follows.

Insurance revenue - Contracts not measured under the PAA

The group recognises insurance revenue as it satisfies its performance obligations - i.e. as it
provides services under groups of insurance contracts. For contracts not measured under
the PAA, the insurance revenue relating to services provided for each period represents the
total of the changes in the liability for remaining coverage that relate to services for which the
group expects to receive consideration, and comprises the following items.

- Avrelease of the CSM, measured based on coverage units provided (see ‘Release of the
CSM’ below).

- Changes in the risk adjustment for non-financial risk relating to current services.

- Claims and other insurance service expenses incurred in the period, generally measured
at the amounts expected at the beginning of the period. This includes amounts arising
from the derecognition of any assets for cash flows other than insurance acquisition cash
flows at the date of initial recognition of a group of contracts, which are recognised as
insurance revenue and insurance service expenses at that date.

- Other amounts, including experience adjustments for premium receipts for current or past
services.

In addition, the group allocates a portion of premiums that relate to recovering insurance
acquisition cash flows to each period in a systematic way based on coverage units. The
group recognises the allocated amount, as insurance revenue and an equal amount as
insurance service expenses.

Release of the CSM

The amount of the CSM of a group of insurance contracts that is recognised as insurance
revenue in each period is determined by identifying the coverage units in the group,
allocating the CSM remaining at the end of the period (before any allocation) equally to each
coverage unit provided in the period and expected to be provided in future periods, and
recognising in profit or loss the amount of the CSM allocated to coverage units provided in
the period. The number of coverage units is the quantity of services provided by the
contracts in the group, determined by considering for each contract the quantity of benefits
provided and its expected coverage period. The coverage units are reviewed and updated at
each reporting date.
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Services provided by insurance contracts include insurance coverage and, for all direct
participating contracts, investment services for managing underlying items on behalf of
policyholders. Other contracts may also provide investment services for generating an
investment return for the policyholder, but only if:

- an invesiment component exists or the policyholder has a right to withdraw an amount
{e.g. the policyholder's right o receive a surrender value on cancellation of a contract);

- the investment component or withdrawal amount is expected to include an investment
return; and

- the group expects to perform investment activities to generate that investment return.

The expected coverage period reflects expectations of lapses and cancellations of contracts,
as well as the likelihood of insured events occurring to the extent that they would affect the
expected coverage period. The period of investment services ends no later than the date on
which all amounts due to current policyholders relating to those services have been paid.

Insurance revenue - Contracts measured under the PAA

For contracts measured under the PAA, the insurance revenue for each period is the amount
of expected premium receipts for providing services in the period. The group allocates the
expected premium receipts to each period based on the passage of time.

L.oss components

For contracts not measured under the PAA, the group establishes a loss component of the
liability for remaining coverage for onerous groups of insurance contracts. The loss
component determines the amounts of fulfilment cash flows that are subsequently presented
in profit or loss as reversals of losses on onerous contracts and are excluded from insurance
revenue when they occur. When the fulfilment cash flows are incurred, they are allocated
between the loss component and the liability for remaining coverage excluding the loss
component on a systematic hasis.

The systematic allocation foliows the approach of CSM amortisation, (i.e. mirroring
approach), where the loss component is released based on coverage unit.

Changes in fulfilment cash flows relating to future services and changes in the amount of the
group’s share of the fair value of the underlying items for direct participating contracts are
aliocated solely to the loss component. If the loss component is reduced to zero, then any
excess over the amount allocated to the loss component creates a new CSM for the group of
contracts.
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Insurance service expenses

Insurance service expenses arising from insurance contracts are recognised in profit or loss
generally as they are incurred. They exclude repayments of investment components and
comprise the following items.

- Incurred claims and other insurance service expenses.

- Amortisation of insurance acquisition cash flows: For contracts not measured under the
PAA, this is equal to the amount of insurance revenue recoghised in the period that
relates to recovering insurance acquisition cash flows. For contracts measured under the
PAA, the group recognises any insurance acquisition cash flows as expenses when it
incurs those costs.

- Losses on onerous contracts and reversals of such losses.

- Adjustments to the liabilities for incurred claims that do not arise from the effects of the
time value of money, financial risk and changes therein.

- Impairment losses on assets for insurance acquisition cash flows and reversals of such
impairment losses.

Net expenses from reinsurance contracts

Net expenses from reinsurance contracts comprise an aliocation of reinsurance premiums
paid less amounts recovered from reinsurers.

The group recognises an allocation of reinsurance premiums paid in profit or loss as it
receives services under groups of reinsurance contracts. For contracts not measured under
the PAA, the allocation of reinsurance premiums paid relating to services received for each
period represents the total of the changes in the asset for remaining coverage that relate to
services for which the group expects to pay consideration.

For contracts measured under the PAA, the allocation of reinsurance premiums paid for each
period is the amount of expected premium payments for receiving services in the period.

For a group of reinsurance contracts covering onerous underlying contracts, the group
establishes a loss-recovery component of the asset for remaining coverage to depict the
recovery of losses recognised:

- on recognition of onerous underlying contracts, if the reinsurance contract covering those
contracts is entered into before or at the same time as those contracts are recognised;
and

- for changes in fulfilment cash flows of the group of reinsurance contracts relating to future

services that result from changes in fulfilment cash flows of the onerous underlying
confracts.
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The loss-recovery component determines the amounts that are subsequently presented in
profit or loss as reversals of recoveries of losses from the reinsurance contracts and are
excluded from the allocation of reinsurance premiums paid. It is adjusted to reflect changes
in the loss component of the onerous group of underlying contracts, but it cannot exceed the
portion of the loss component of the onerous group of underlying contracts that the group
expects to recover from the reinsurance contracts.

Insurance finance income and expenses

Insurance finance income and expenses comprise changes in the carrying amounts of
groups of insurance and reinsurance contracts arising from the effects of the time value of
money, financial risk and changes therein, unless any such changes for groups of direct
participating contracts are allocated to a loss component and included in insurance service
expenses (see ‘Measurement - Contracts not measured under the PAA’ under (v)). They
include changes in the measurement of groups of contracts caused by changes in the value
of underlying items (excluding additions and withdrawals).

For contracts without direct participation features that are not measured under PAA, the
group has chosen to disaggregate insurance finance income or expenses between profit or
loss and other comprehensive income. The amount included in profit or loss is determined
by a systematic allocation of the expected total insurance finance income or expenses over
the duration of the group of contracts. The systematic allocation is determined using the
following rates:

- the discount rates determined on initial recognition of the group of contracts; or

- forinsurance finance income or expenses arising from the estimates of future cash flows,
a rate that allocates the remaining revised expected finance income or expenses over the
remaining duration of the group of contracts at a constant rate (i.e. the effective yield or
based on the amounts credited in the period and expected to be credited in future periods
(1.e. the projected crediting rate})); and for insurance finance income or expenses arising
from the CSM, the discount rates determined on initial recognition of the group of
contracts.

Amounts presented in other comprehensive income are accumulated in the insurance
finance reserve. If the group derecognises a contract without direct participation features as
a result of a transfer to a third party or a contract modification, then any remaining amounts
of accumulated other comprehensive income for the contract are reclassified to profit or loss
as a reclassification adjustment.

For direct participating contracts, the group presents insurance finance income or expenses
in profit or loss.
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Contracts under which the transfer of insurance risk to the group from the policyholder is not
significant are classified as investiment contracts. Contributions received from policyholders
are not recognised in profit or loss but are accounted for as deposits in the consolidated
statement of financial position.

The group recognises a financial liability, representing its contractual obligation to pass on
the return on the underlying investments after the deduction of investment management fees,
when the group becomes a party to the contractual provisions. It derecognises the financial
liability when the obligations specified in the contract expire or are discharged or cancelled,
Amounts collected and paid that are attributable to the financia! instrument component are
adjusted against the financial liability.

Financial liabilities arising from investment contracts are designated as at fair value through
profit or loss ("FVPL"} on initial recognition. This is because these liabilities as well as the
related assets are managed and their performance is evaluated on a fair value basis. The
fair value is the amount payable on demand because the holders can cancel their contracts
at any time after contract inception.

Amounts under investment management service contracts assessed against policyholders’
account balances that represent compensation to the group for services to be provided in
future periods are not recognised in the period assessed. These amounts are reported as
unearned revenue liability and are recognised as revenue over the period for which a
policyholder is expected to continue receiving investment management services.

Incremental contract costs including incremental direct costs of contracts acquisition are
recognised as assets, unless the group does not expect to recover these costs. Contract
costs are amortised over the coverage period, using the same assumptions and factors
utilised to amortise unearned revenue liability and are reviewed for impairment regularly.
They are included in ‘other contract assets’ in the consolidated statement of financial position
and the amoriisation and any impairment losses thereon are included in ‘other operating
expenses’ in profit or loss.

Investments

The group’s policies for investments in debt and equity securities, loans and receivables,
other than investments in subsidiaries, associates and joint ventures, are set out beiow.

investments in debt and equity securities are recognised/derecognised on the date the group
commits to purchase/sell the investment. The investments are initially stated at fair value
plus directly attributable transaction costs, except for those investments measured at FVPL
for which transaction costs are recognised directly in profit or loss. For an explanation of
how the group determines fair value of financial instruments, see note 3(c). These
investments are subsequently accounted for as follows, depending on their classification.
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Investments (continued)
Investments other than equity investments

Nen-equity investments held by the group are classified into one of the following
measurement categories:

- amortised cost ("AC"), if the investment is held for the collection of contractual cash flows
which represent solely payments of principal and interest (“SPPI") on the principal amount
outstanding. Interest income from the investment is calculated using the effective interest
method (see note 1(t)(iii}).

- fair value through other comprehensive income (“FVOCI") - recycling, if the contractual
cash flows of the investment are SPP] and the investment is held within a business model
whose objective is achieved by both the collection of contractual cash flows and sale.
Changes in fair value are recognised in other comprehensive income, except for the
recognition in profit or loss of expected credit losses, interest income (calculated using the
effective interest method) and foreign exchange gains and losses. When the investment
is derecognised, the amount accumulated in other comprehensive income is recycled
from equity to profit or loss.

- FVPL if the investment does not meet the criteria for being measured at amortised cost or
FVOCI (recycling). Changes in the fair value of the investment (including interest) are
recognised in profit or loss.

Equity investments

An investment in equity securities is classified as FVPL unless the equity investment is not
heid for trading purposes and on initial recognition of the investment the group makes an
election to designate the investment at FVOCI (non-recycling) such that subseqguent changes
in fair value are recognised in other comprehensive income. Such elections are made on an
instrument-by-instrument basis, but may only be made if the investment meets the definition
of equity from the issuer’'s perspective. Where such an election is made, the amount
accumuliated in other comprehensive income remains in the fair value reserve (non-
recycling) until the investment is disposed of At the time of disposal, the amount
accumulated in the fair value reserve (non-recycling) is transferred to retained earnings. ltis
not recycled through profit or loss. Dividends from an investment in equity securities,
irrespective of whether classified as at FVPL or FVOCI, are recognised in profit or loss as
investment return in accordance with the policy set out in note 1(s)ii).

Derivative financial instruments

Derivative financial instruments are recognised initially at fair value. At the end of each
reporting period, the fair value is remeasured. The gain or loss on remeasurement to fair
value is recognised immediately in profit or loss, except where the derivatives qualify for cash
flow hedge accounting or hedges of net investment in a foreign operation, in which case
recognition of any resultant gain or loss depends on the nature of the item being hedged.
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Cash flow hedges

When a derivative is designated as a cash flow hedging instrument, the effective portion of
changes in the fair value of the derivative is recognised in other comprehensive income and
accumulated in the hedging reserve within equity. The effective portion that is recognised in
other comprehensive income is limited to the accumuiative change in fair value of the
hedged item, determined on a present value basis, from inception of the hedge. Any
ineffective portion is recognised immediately in profit or loss.

When the hedged forecast transaction subsequently results in the recognition of a non-
financial item, the amount accumulated in the hedging reserve is removed from the reserve
and is included directly in the initial cost of the non-financial item when it is recognised.

For all other hedged forecast transactions, the amount accumulated in the hedging reserve is
reclassified through other comprehensive income to profit or loss as a reclassification
adjustment in the same period or periods during which the hedged expected future cash
flows affect profit or loss. If the hedge no longer meets the criteria for hedge accounting or
the hedging instrument is sold, expires, is terminated or is exercised, then hedge accounting
is discontinued prospectively. When hedge accounting is discontinued, the amount that has
been accumulated in the hedging reserve remains in equity until the transaction occurs. This
amount is reclassified to profit or loss when the hedged item affects profit or loss. If the
forecast transaction is no longer expected to occur, the entire amount is reclassified
immediately to profit or loss.

If the hedged future cash flows are no longer expected to occur, then the amounts that have
been accumulated in the hedging reserve is immediately reclassified through other
comprehensive income to profit or ioss.

Ofther liabilities

Other liabilities are initially recognised at fair value and thereafter stated at amortised cost
unless the effect of discounting would be immaterial, in which case they are stated at cost.

Financial liabilities af fair value through profit or loss

Financial liabilities are classified as at FVPL when the financial liability is (i) contingent
consideration that may be paid by an acquirer as part of a business combination to which
HKFRS 3 Business Combinations applies, (i) held for trading or (iii) those designated as at
FVPL.

A financial liability is classified as held for trading if:

+ it has been acquired principally for the purpose of repurchasing it in the near term; or

* on initial recognition it is a part of a porifolio of identified financial instruments that the
group manages together and has a recent actual paitern of short-term profit-taking; or

+ it is a derivative that is not designated and effective as a hedging instrument.
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Financial liabilities at fair value through profit or loss (continued)

A financial liability, other than a financial liability held for trading or contingent consideration
may be paid by an acquirer as part of a business combination, may be designated as at
FVPL upon initial recognition if:

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

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

+ it forms part of a contract containing one or more embedded derivatives, and HKFRS 9
permits the entire combined contract (asset or liability) to be designated as at FVPL.

Financial liabilities at FVPL are measured at fair value, with any gains or losses arising on
remeasurement recognised in profit or loss. The net gain or loss recognised in profit or loss
excludes any interest paid on the financial liabilities. Fair value is determined in the manner
described in note 3{c).

Fixed assets
Fixed assets, including right-of-use assets arising from leases of underlying fixed assets (see
note 1{m)), are stated in the statement of financial position at cost less accumulated

depreciation and impairment losses (see note 1(p)(ii)).

Depreciation is calculated to write off the cost of fixed assets, less their estimated residual
value, if any, using the straight line method over their estimated useful lives as follows:

- Leasehold improvements Shorter of lease term and useful lives
- Office furniture and equipment 5 years
- Computer equipment 3 to 20 years
- Motor vehicle 3 years

Both the useful life of an asset and its residual value, if any, are reviewed annually.
Gains or losses arising from the retirement or disposal of an item of fixed assets are

determined as the difference between the net disposal proceeds and the carrying amount of
the item and are recognised in profit or loss on the date of retirement or disposal.
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At inception of a contract, the group assesses whether the 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 perjod of time in exchange for consideration. Control is conveyed
where the customer has both the right to direct the use of the identified asset and to obtain
substantially all of the economic benefits from that use.

As a lessee

At the lease commencement date, the group recognises a right-of-use asset and a lease
liability, except for short-term leases that have a lease term of 12 months or less and leases
of low-value assets which, for the group, are primarily short-term property leases. When the
group enters into a lease in respect of a low-value asset, the group decides whether to
capitalise the lease on a lease-by-lease basis. The lease payments associated with those
leases which are not capitalised are recognised as an expense on a systematic basis over
the lease term.

Where the lease is capitalised, the lease liability is initially recognised at the present value of
the lease payments payable over the lease term, discounted using the interest rate implicit in
the lease or, if that rate cannot be readily determined, using a relevant incremental borrowing
rate. After initial recognition, the lease liability is measured at amortised cost and interest
expense is calculated using the effective interest method.

The right-of-use asset recognised when a lease is capitalised is initially measured at cost,
which comprises the initial amount of the lease liability plus any lease payments made at or
before the commencement date, and any initial direct costs incurred. Where applicable, the
cost of the right-of-use assets also includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the site on which it is located,
discounted to their present value, less any lease incentives received. The right-of-use asset
is depreciated over the shorter of unexpired term of lease and its estimated useful life and is
subsequently stated at cost less accumulated depreciation and impairment losses (see note

1(p)ii)).

The lease liability is remeasured when there is a change in future lease payments arising
from a change in an index or rate, or there is a change in the group’s estimate of the amount
expected to be payable under a residual value guarantee, or there is a change arising from
the reassessment of whether the group will be reasonably certain to exercise a purchase,
extension or termination option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset, oris
recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to
Zero.

In the consolidated statement of financial position, the group presents right-of-use assets

within the same line item as similar underlying assets and presents lease liabilities
separately.
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Material accounting policies (continued)
Intangible assets

The intangible assefs that are acquired by the group are stated at cost less accumulated
amortisation (where the estimated useful life is finite) and impairment losses (see note
H{p)(ii}). Amortisation begins when the asset is available for use, i.e. when it is in the location
and condition necessary for it to be capable of operating in the manner intended.

Intangible assets, such as trade name, are not amoitised while their useful lives are
assessed to be indefinite. Any conclusion that the useful life of an intangible asset is
indefinite is reviewed annually to determine whether events and circumstances continue to
support the indefinite useful life assessment for that asset. If they do not, the change in the
useful fife assessment from indefinite to finite is accounted for prospectively from the date of
change and in accordance with the policy for amortisation of intangible assets with finite lives
as set out above.

Credit losses and impairment of assets
Credit loss from financial instruments

The group recognises a loss allowance for expected credit losses (‘ECLs") on the following
items:

- financial assets measured at amortised cost (including debt securities, loans and
receivables, cash and cash equivalents and other receivables) and

- debt securities measured at FVOC! (recycling).

Financial assets measured at fair value, including debt securities measured at FVPL, units in
funds, equity securities measured at FVPL, equity securities designated at FVOCI {non-
recycling) and derivative financial assets, are not subject to the ECL assessment.
Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all expected cash shortfalls (i.e. the difference between the cash flows
due to the group in accordance with the contract and the cash flows that the group expects to
receive).

The expected cash shortfalis are discounted using the following discount rates where the
effect of discounting is material;

- fixed-rate financial assets, other receivables and contract assets; effective interest rate
determined at initial recognition or an approximation thereof;

- variable-rate financial assets: current effective interest rate.
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Credit losses and impairment of assets (continued)}
Credit loss from financial instruments (continued)

The maximum period considered when estimating ECLs is the maximum contractual period
over which the group is exposed to credit risk.

In measuring ECLs, the group takes into account reasonable and supportable information
that is available without undue cost or effort. This includes information about past events,
current conditions and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected to result from possible default events
within the 12 months after the reporting date; and

- lifetime ECLs: these are losses that are expected to result from all possible default events
over the expected lives of the items to which the ECL model applies.

The group recognises a loss allowance equal to 12-month ECLs unless there has been a
significant increase in credit risk of the financial instrument since initial recognition, in which
case the loss allowance is measured at an amount equal to lifetime ECLs,

Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased significantly since
initial recognition, the group compares the risk of default occurring on the financial instrument
assessed at the reporting date with that assessed at the date of initial recognition. In making
this reassessment, the group considers that a default event occurs when (i) the borrower is
unlikely to pay its credit obligations to the group in full, without recourse by the group to
actions such as realising security (if any is held); or (ii) the financial asset is 90 days past
due. The group considers both quantitative and qualitative information that is reasonable
and supportable, including historical experience and forward-fooking information that is
available without undue cost or effort.

In particular, the following information is taken into account when assessing whether credit
risk has increased significantly since initial recognition:

- failure to make payments of principal or interest on their contractually due dates;

- an actual or expected significant deterioration in a financial instrument’s external or
internal credit rating (if available);

- an actual or expected significant deterioration in the operating resuits of the debtor; and

- existing or forecast changes in the technological, market, economic or legal environment
that have a significant adverse effect on the debtor's ability to meet its obligation to the

group.
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Depending on the nature of the financial instruments, the assessment of a significant
increase in credit risk is performed on either an individual basis or a collective basis. When
the assessment is performed on a collective basis, the financial instruments are grouped
based on shared credit risk characteristics, such as past due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s
credit risk since initial recognition. Any change in the ECL amount is recognised as an
impairment gain or loss in profit or loss. The group recognises an impairment gain or loss for
all financial instruments with a corresponding adjustment to their carrying amount through a
loss allowance account, except for investments in debt securities that are measured at
FVOCI (recycling), for which the loss allowance is recognised in other comprehensive
income and accumulated in the fair value reserve (recycling).

Basis of calculation of interest income

Interest income recognised in accordance with note 1(t)(iii) is calculated based on the gross
carrying amount of the financial asset unless the financial asset is credit-impaired, in which
case interest income is calculated based on the amortised cost (i.e. the gross carrying
amount less loss allowance) of the financial asset.

Credit-impaired financial assels

At each reporting date, the group assesses whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or more events that have a detrimental impact on
the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable events:

- significant financial difficulties of the debtor;

- a breach of contract, such as a default or delinquency in interest or principal payments;

- it becoming probable that the borrower will enter into bankruptey or other financial
reorganisation;

- significant changes in the technological, market, economic or legal environment that have
an adverse effect on the debtor; or

- the disappearance of an active market for a security because of financial difficulties of the
issuer.
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Credit losses and impairment of assets (confinued)
Credit loss from financial instruments (continued)
Write-off policy

The gross carrying amount of a financial asset, lease receivable or contract asset is written
off (either partially or in full) to the extent that there is no realistic prospect of recovery. This
is generally the case when the group determines that the debtor does not have assets or
sources of income that could generate sufficient cash flows to repay the amounts subject to
the write-off.

Subseqguent recoveries of an asset that was previously written off are recognised as a
reversal of impairment in profit or loss in the period in which the recovery occurs.

Impairment of other non-current assets

Internal and external sources of information are reviewed at the end of each reporting pericd
to identify indications that the following assets may be impaired or, an impairment loss
previously recognised no longer exists or may have decreased:

- fixed assets,

- intangible assets;

- investments in subsidiaries and associates in the company’s statement of financial
position.

If any such indication exists, the asset's recoverable amount is estimated. [n addition, for
intangible assets that are not yet available for use and intangible assets that have indefinite
useful lives, the recoverable amount is estimated annually whether or not there is any
indication of impairment.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of disposal
and 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 fo the asset. Where an
asset does not generate cash inflows largely independent of those from other assets, the
recoverable amount is determined for {he smallest group of assets that generates cash
inflows independently (i.e. a cash-generating unit).

- Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs, exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating units are allocated to reduce the carrying
amount of the assets in the unit (or group of units) on a pro rata basis, except that the
carrying value of an asset will not be reduced below ifs individual fair value less costs of
disposal (if measurable) or value in use {if determinable).
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Credit losses and impairment of assets {continued)
Impairment of other non-current assets {continued)

- Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if there has been
a favourable change in the estimates used to determine the recoverable amount. An
impairment loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the asset’s carrying amount that would have
been determined had no impairment loss been recognised in prior years. Reversals of
impairment losses are credited to profit or loss in the year in which the reversals are
recognised.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with
banks and other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an insignificant risk
of changes in value, having been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral part of the group’s cash
management are also included as a component of cash and cash equivalents for the
purpose of the consolidated statement of cash flows.

Employee benefits

Salaries, annual honuses, paid annual leave, contributions to defined contribution retirement
plans and the cost of non-monetary benefits are accrued in the year in which the associated
services are rendered by employees. Where payment or settlement is deferred and the
effect would be material, these amounts are stated at their present values.

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and
Habilities. Current tax and movements in deferred tax assets and liabilities are recognised in
profit or loss except to the extent that they relate to items recognised in other comprehensive
income or directly in equity, in which case they are recognised in other comprehensive
income or directly in equity, respectively.

The group has determined that the global minimum top-up tax — which it is required to pay
under Pillar Two legislation — is an income tax in the scope of HKAS 12. The group has
applied a temporary mandatory relief from recognising and disclosing information about
deferred tax assets and liabilities related to Pillar Two income taxes for the impact of the top-
up tax and accounts for it as a current tax when it is incurred.

Current tax is the expected tax payable on the taxable income for the year, using tax rates

enacted or substantively enacted at the end of the reporting period, and any adjustment to
tax payable in respect of previous years.
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Income tax (continued)

Deferred tax assets and liabilities arise from deductible and taxable temporary differences
respectively, being the differences between the carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases. Deferred tax assets also arise from unused
tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to
the extent that it is probable that future taxable profits will be available against which the
asset can be utilised, are recognised. Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary differences include those that will
arise from the reversal of existing taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable entity, and are expected to
reverse either in the same period as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted when determining whether existing
taxable temporary differences support the recognition of deferred tax assets arising from
unused tax losses and credits, that is, those differences are taken into account if they relate
to the same taxation authority and the same taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit can be utilised.

The amount of deferred tax recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting period. Deferred tax assets and
liabilities are not discounted.

Revenue recognition

Income is classified by the group as revenue when it arises from the sale of goods or the
provision of services in the ordinary course of the group’s business.

Further details of the group’s revenue and other income recognition policies are as follows:

(i)  The accounting policies for the recognition of revenue from insurance confracts are
disclosed in note 1(f).

(iiy Dividend income from unlisted investments is recognised when the shareholder’s right
to receive payment is established. Dividend income from listed investments is
recognised when the share price of the investment goes ex-dividend.

(il Interest income is recognised as it accrues under the effective interest method using
the rate that exactly discounts estimated future cash receipts through the expected life
of the financial asset {o the gross carrying amount of the financial asset. For financial
assets measured at FVPL, the group has separated interest income and expense from
the net gains and losses.

(iv) Management and administration fee income from investment coniracts are recognised
over time when services are rendered.
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Material accounting policies (continued)
Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange rates
ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are {ranslated at the foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange rates ruling at the transaction dates.
Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are translated using the foreign exchange rates ruling at the dates the fair value was
measured.

The results of foreign operations are translated into Hong Kong dollars at the exchange rates
approximating the foreign exchange rates ruling at the date of the transactions. Statement of
financial position items are translated into Hong Kong dollars at the closing foreign exchange
rates at the end of the period. The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in equity in the exchange reserve.
Related parties

(iy A person, or a close member of that person’s family, is related to the group if that
person;

(1) has control or joint control over the group;
(2) has significant influence over the group; or

(3) is a member of the key management personnel of the group or the group’s
parent.

(i) An entity is related to the group if any of the following conditions applies:

(1) The entity and the group are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others);

(2) One entity is an associate or joint venture of the other entity (or an associate or
joint venture of a member of a group of which the other entity is a member);

(3) Both entities are joint ventures of the same third party;
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1 Material accounting policies (continued)
(v) Related parties (continued)

(4) One entity is a joint venture of a third entity and the other entity is an associate of
the third entity;

(5) The entity is a post-employment benefit plan for the benefit of employees of
either the group or an entity related to the group;

(8} The entity is controlled or jointly controlled by a person identified in (i);

(7} A person identified in (i)(1) has significant influence over the entity oris a
member of the key management personnel of the entity (or of a parent of the
entity); or

{8) The entity, or any member of a group of which it is a part, provides key
management personnel services to the group or to the group’s parent.

Close members of the family of a person are those family members who may be expected to
influence, or be influenced by, that person in their dealings with the entity.

2  Changes in material accounting policies

The group has applied amendments to HKAS 21, The effects of changes in foreign exchange
rates — Lack of exchangeability issued by the HKICPA to these consolidated financial
statements for the current accounting period. The amendments do not have a material
impact on these consolidated financial statements as the group has not entered into any
foreign currency transactions in which the foreign currency is not exchangeabie into another
currency. The group has not applied any new standard or interpretation that is not yet
effective for the current accounting period.
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3 Insurance and financial risk management

Risk management objectives and policies for mitigating insurance and financial risk

The group operates in a business environment which is subject to various risks and
uncertainties. Such risks and uncertainties can be classified into two categories, insurance
risks and financial risks.

Key risks arising from confracts issued

Product

Traditional whole-
life, term
assurance, critical

illness and
immediate annuity

Traditional
participating

Universal life

Deferred annuity

Unif-linked

Key risks

Mortality risk: death of policyholder
earlier than expected

Morbidity risk: diagnosis of critical
iness earlier than expected

Longevity risk: death of policyholder
later than expected

interes! rate risk: differences in
duration and yield of assets and
liabilities

investment credit risk

Market risk: investment return on
underlying items lower than expecled
Policyholder behaviour risk

Moriality risk

Interest rate risk: insufficient return on
assets lo cover guaranteed minimum
crediting rates

Palicyholder hehaviour risk
l.ongevily risk

Interest rate risk

Policyholder behaviour risk
Investment credit risk

Marketf risk: insufficient fees to cover
expenses

Policyholder hehaviour risk
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Risk mitigation

Reinsurance with financially strong
reinsurers

Matching of assel and liability cash flows

Investing in investment-grade assets

Management discretion fo determine
amount and timing of policyholder
dividends

Surrender penatties

Reinsurance with financially strong
reinsurers

Management discrelion o set crediting
rates (subject to guaranteed rates)
Surrender penaities

Matching of asset and liability cash flows

Management discretion to sel crediting
rates (subject to guaranteed rates)

Surrender penalties
Investing in investment-grade assets

Surrender penalties
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Insurance and financial risk management {continued)
Insurance risks

The group manages insurance risks through prudent pricing guidelines, reinsurance and
underwriting management and monitoring internal and external emerging trends and issues.

The group’s underwriting strategy seeks diversity to ensure a balanced portfolio and is based
on a large portfolio of similar risks over a number of years and, as such, it is believed that
this reduces the variability of the cutcome. This strategy is cascaded down to individual
underwriters through detailed underwriting authorities that set out the limits that any one
underwriter can write in order to ensure appropriate risk selection within the portfolio.

Adherence to the underwriting authorities is monitored through a scheduled underwriting
audit. In addition, the group has an Underwriting Committee to establish policies and
procedures to supervise and assess the insurance risks and to periodically review and
monitor the overall underwriting management process. The group also has a Claims
Settlement Commiitee to establish policies and procedures to supervise the claims
settlement poiicy. The committee monitors the adequacy of the group’s reserves for the
settlement of claims, reviews significant claims or major events, and investigates any
fraudulent claims,

The group reinsures a portion of the risks it underwrites in order to control its exposure to
losses to avoid the risk of concentration and to protect capital resources. Such transfers of
risks do not relieve the group of its primary liability and, as such, failure of reinsurers to
honour their obligations could result in losses. The group reduces this risk by evaluating the
financial condition of reinsurers and monitoring for possible concentrations of credit risk. The
group has a Reinsurance Committee to establish policies and procedures to properly and
regularly supervise and review proposed and existing reinsurance activities covering ceded
risks to reinsurers. The committee also periodically reviews and monitors the financial
stability of reinsurers.

Concentration of insurance risks

The table below illustrates the concentration of risks based on seven bands of contracts
grouped by benefits assured for each life assured.

Sum instired Sum insured
before reinsurance after reinsurance

$'000 $'060 % $000 %
2025

0 - 5800 25,432,681 13 34,858,247 41
501 - 750 20,206,460 10 26,140,870 31
751 - 1,000 25,855,654 13 23,501,068 28
1,001 - 1,500 31,895,071 16 92,280 0
1,501 - 2,000 22,389,321 11 233,567 0
2,001 - 2,500 14,520,484 7 105,326 0
>2,500 59,242,349 30 387173 0
Total 199,542,030 100 85,318,531 100
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Insurance and financial risk management {continued)

Insurance risks (continued)

Sum insured Sum insured

hefore reinsurance

after reinsurance

$000 $'000 % $000 %
2024

0-500 25,804,465 13 35,606,057 41
501 - 750 20,127,588 10 25,852,426 31
751 - 1,000 26,747,300 13 23,339,012 27
1,001 - 1,500 30,133,546 15 104,011 0
1,501 - 2,000 22,906,220 11 367,004 0
2,001 - 2,500 14,242 246 7 135,718 G
>2,500 59,495,419 31 576,270 1
Total 199,556,784 100 85,080,498 100

Sensitivity analysis

The table below analyses how profit or loss and equity wouid have increased/(decreased) if
changes in insurance risk variables that were reasonably possible at the reporting date had
occurred. This analysis presents the sensitivities both before and after risk mitigation by

reinsurance and assumes that alt other variables remain constant.

2025 2024
Profit or loss Equity Profit or loss Equity
$ $ 5 $
Total hefore risk mitigation by
reinsurance
Mortality/Morbidity rates {10%
increase) 131,711,258 107,650,596 228,720,670 244,092,021
Mortality/Morbidity rates {10%
decrease) {233,268,390) {210,764,571) (235,734,641} {252,679,199)
Lapse rates (10% increase) (202,206,174) (380,092,774) {58,639,438) {143,737,547)
Lapse rates (10% decrease) {(46,653,963) 136,722,778 (26,030,472} 35,004,944
Total after risk mitigation by
reinsurance
Mortality/Morbidity rates (10%
increase) 153,139,638 16,059,338 245,987,955 165,975,214
Mortality/Morbidity rates (10%
decrease) {247,034,933) (105,771,283) {253,206,882) (158,634,161)
Lapse rates {10% increase} (143,323,941} (374,230,841) (9,496,681) (140,384,993)
Lapse rates {10% decrease) {100,618,064) 131,569,401 (80,129,194) 32,547,388
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Insurance and financial risk management (continued)

Insurance risks (continued)

Changes in insurance risk variables mainly affect the profit or loss and equity as follows. The
effects on profit or loss and equity are presented net of the related income tax.

a. Profit or loss - Changes in fulfilment cash flows relating to loss components.

- Changes in fulfilment cash flows that are recognised as insurance
finance income or expenses in profit or loss.

b. Equity - Changes in fulfilment cash flows that are recognised as insurance

finance income or expenses in OCL

- The effect on profit or loss under (a).

Financial risks

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the
group’s business. The group is also exposed to equity price risk arising from its equity
investments in other entities. These risks are limited by the group’s financial management
policies and practices described helow.

Credit risk

The group has exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Key areas where the group is exposed to credit risk are:

amounts due from issuers of debt securities;
bank balances;

reinsurance contract assets;

commercial and residential mortgage loans;
other unsecured receivables; and

derivative financial instruments.

The group manages its financial assets to limit credit risk by diversifying its portfolio among
various security types and industry sectors. The group has an Investment Committee to
supervise and control investments and related financial matters.

Investment policies and guidelines have to be approved by the committee. In addition, the
committee periodically reviews investment strategies and investment performance.
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Insurance and financial risk management (continued)
Financial risks (continued)
Credit risk (continued)

At 31 December 2025, 0.001% (2024: 0.001%) of the group’s debt securities represented
investments in asset-backed and mortgage-backed securities in the United States of America
which are exposed to sub-prime credit risks. The group does not originate any residential
mortgages but invests in residential mortgage loan pools which may contain mortgages of
subprime credit quality. Residential mortgage loan pools are pools of homogeneous
residential mortgage loans substantially backed by Federal Housing Administration and
Veterans Administration guarantees. As of 31 December 2025, the group had no direct
subprime exposure through the origination of residential mortgage loans or purchases of
unsecuritised mortgage whole-loan pools. The group has implemented a stringent review
process for determining the fair value of securities containing these risk characteristics. At
31 December 2025, 98.0% (2024 98.1%) of the debt securities have Standard and Poor’s
rating of BBB- or above or equivalent ratings from other reputable rating agencies. For the
year ended 31 December 2025, impairment losses amounting to $119,359,240 (2024:
$120,180,389) were recognised in the consolidated statement of profit or loss.

In respect of bank balances, all of them are due from authorised institutions in Hong Kong,
Macao, Singapore, the People's Republic of China, the United Kingdom and the United
States of America. Management periodically reviews the credit ratings of these authorised
institutions.

. With respect to the recoveries due from reinsurers, the group is exposed to the credit risk

that the amounts due under a reinsurance contract may not be paid. For the management of
the underlying risks, please refer to note 3(a).

In respect of loans to policyholders and other loans to agents and staff, management
monitors the repayment status on an ongoing basis. Other unsecured receivables mainly
comprise accrued interest income on debt securities, where the credit risks are limited by the
diversification of its investment portfolio as mentioned above.

The maximum exposure to credit risk is represented by the carrying amount of each financial

asset in the consolidated statement of financial position after deducting any impairment
allowance.
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insurance and financial risk management (continued)

Financial risks (continued)

Credit risk (continued)

(1)

Credit quality analysis

(a) The following table sets out information about the credit guality of reinsurance
contract assets and financial investments (based on reputable external credit
ratings agencies and intemal rating assessment of equivalent credit rating
methodology) by investment grade rated (i.e. BBB- or above) and non-investment

grade rated.

Reinsurance contract assets

Investment grade

Financial investments - underlying items
Fair value through profit or loss:

Investment grade

Financial investments - not underlying items
Fair value through profit or loss:

Investment grade
Non-investment grade
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2025
¥

7,482,492 ,186

6,943,564,712

1,801,320,121
199,848,405

2024
$

6,790,716,168

4,054,931,971

1,950,116,604
129,387,848

2,001,168,526

2,079,604,452
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Insurance and financial risk management (continued)

Financial risks (continued)
Credit risk {continued)

(1)  Credit quality analysis (continued)

Financial investments - not underlying items

Fair value through other comprehensive income:

Investment grade
Non-investment grade

Amortised cost:

Investment grade
Non-investment grade

2025

25,533,167,573
826,954,832

2024

23,378,223,077
790,297,113

26,360,122,405

36,389,846,303
1,133,899,585

24,168,520,190

34,171,635,774
963,911,804

37,5623,745,888

35,135,547,668

(b) The following table sets out information about the exposure under the asset-
backed hybrid facility/investment agreement (“the AHF/l Agreement”) in which the
group (as lender), New Alternative Limited ("New Alternative”, as borrower) and
Yunfeng Capital Limited ("Yunfeng Capital”, as guarantor) entered into on 7

March 2025.

Fair value through profit or loss:

Not rated

2025
$

963,941,597

New Alternative shall pay at least the base interest, being simple interest rate of
5.5% per annum on the outstanding amount and, where applicable, the bonus

interest, so that the group may receive in total interest income representing 80%
of the net return from the investments made by New Alternative using funds from

the facility.
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3  Insurance and financial risk management (continued)

(b) Financial risks (continued)
(i} Credit risk (continued)
(1)  Credit quality analysis (continued)

The group’s maximum exposure to credit risk of accrued investment income and cash
and cash equivalents is limited to the carrying amounts of the assets, the majority of
which is arising from the financial assets rated as investment grade and deposits with
reputable financial institutions.

(2) Amounts arising from ECL on financial assets

The following table set out the credit quality analysis of financial assets measured at
FVOCI (recycling) and at amortised cost. Unless specifically indicated, the amounts in
the table represent gross carrying amounts, For explanations of the terms ‘12-month
ECL', lifetime ECL' and ‘credit-impaired’, see note 1(p).

2625
Invesimen! grade Non-investmeni grads
Lifetime ECL not Lifetine ECL Lifetime ECL not Lifetime ECL
12-month ECL credit-impaired credit-impaired 12-month ECL credi-impaired credit-impaired Totat
$ $ $ $ s $ %
Financial assefs at
amoriised cost
Unisted debt secunties 33,001,885,869 - - - 489,510 805 39,405,387 34,430,802,074
Loans and receivables 2.381,830,016 167,150,296 - - 811,812814 - 3,360,803,128
(Gross carrying amount 36,283,815,885 167,150,295 - - $,301,323,61¢ 38,405 397 37,791,695,197
Less: Loss allowance (60,510,384) (609,484) - - {167 452,185) (38.377,248) (267,849,308)
Amortsed cost 36,223,305,491 166,540,812 - - 1,133,871 434 28,151 37.523,745,688
Financial assets at FVGCI]
(recyciing)
Unlisied debt sscurities
Graoss carrying amount 29,524,100,117 67,793,596 16,454 022 1,364,780 802 520,577 543,821,788 30,946,491,890
Less: L.oss allowance (79,499,158} (2,107,342} (451,9486) (54,489} {£5,858,717} (479,375,281) (817,346,941)
Amortised cost 29,444 600,881 55,688,254 16,042,076 1,307 28% 747,061,860 64,448,507 30,320,144,849
CGarrying amount - fairvalug 25,483,458,588 50,502,835 16,208,152 1,351,838 759,800,807 65,802,086 26,360,122 405
2024
investmeni grade Non-invesiment grade
Lifelime ECL not Lifetime ECL Lifetime ECL not Lifetime ECL
12-month ECL creditimpaired credit-impaired f2-month ECL credit-impaired credit-impaired Tolal
$ $ $ $ $ $ $
Financial assets at
amortised cost
nlisted debl securities 30,529529,227 314,300,608 - - 219,840,169 39323828 31,103,002,830
i pans and recelvables 3,545,517,523 - - - 770,579,141 - 4,317,006,664
Gross carrying amount 34,076,046,750 314,309,808 - - 280419310 39323826 35,420,098,494
Less: Loss akowance (61,509,713) {157,110.871) - - (26,527,712} {39,383 530) (284,551,826)
Amortised cost 34,014,437,037 157,198,737 - - 953,861,698 20286 35,135,547 668
Financial assets at FYOCI
{recysling)
Unlisted debl securities
Gross carrying amount 28,130,416,030 42,798,125 17,174,827 B 871658915 443924 503 29 505,873,400
Less: Loss allowance (70,128 281 (16,176,445} (8.,802,435) - {32,576,754) (419,635,960) (650,318,676)
Amostised cost 28060,287,74% 23,621,679 8,372,392 - 838,083,161 24,288,643 28955853,524
Carrying amound - fair value 23,332,174,294 26,242,668 19,806,120 - 766,291,200 30,005,813 24,168,520,190
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3 Insurance and financial risk management {continued)
(b}  Financial risks (continued)
(i)  Credit risk {continued)

(2)  Amounts arising from ECL on financial assets (continued)

2025
Lifetime ECL Lifetime ECL
Not-credit Credit
12-month ECL impaired impaired Tofal
$ $ $ $
Debt securities at amortised
cost
Balance at 1 January 2025 54,604,531 160,108,085 39,303,530 254,016,146
Net increase/(decrease) in loss
aliowance recognised in current
year, net of those derecognised
upon settiement 5,248,017 (22,240,933} (17,360) {17,012,276)
Exchange alignment 114,437 213,856 91,076 419,369
Balance at 31 December 2025 50,964,985 138,081,008 30,377,248 237,423,238
Loans and receivables at
amortised cost
Balance at 1 January 2025 7,005,182 23,530,498 - 30,535,680
Net {decrease)/increase in loss
allowance recognised in current
year, net of those derecognised
upon settlement {6,491,355) 6,410,639 - (80,716)
Exchange alignment 31,682 39,524 - 71,106
Balance at 31 December 2025 5485 409 29,980,661 - 30,526,070
Debt securities at fair value
through other
comprehensive income
Balance at 1 January 2025 70,128,281 51,753,200 428,438,395 550,319,876
Net increase in loss allowance
recognised in current year, net
of those derecognised upon
selllement 9,284,370 6,107,105 50,513,002 65,904,477
Exchange afignment 140,994 105,754 875,840 1,122,588
Balance at 31 December 2025 79,553,645 57,966,059 479,827,237 617,346,941

During the year, ECL relating to debt securities measured at amortised cost of
HK$56,331,475 and debt securities measured at FVOCI of HK$14,227 980 were
written off upon disposal of the securities, and the net impact is recognised within net
impairment loss on financial assets in note 6{d).
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3 Insurance and financial risk management {continued)
(b) Financial risks (continued)
(i)  Credit risk (continued)

(2}  Amounts arising from ECL on financial assets {continued)

2024
Lifetime ECL Lifetime ECL
Not-credit Credit
12-month ECL impaired impaired Total
3 $ $ $

Debt securities at amortised

cost
Balance at 1 January 2024 70,695,926 6,223,557 39,554,737 116,474,220
Net (decrease)/increase in loss

altowance recognised in current

year, net of those derecognised

upon seltlement {15,721,603) 154,180,588 (2,993) 138,455,992
Exchange alignment (369,792) {296,060} (248,214) (914,066)
Balance at 31 December 2024 54,604,531 160,108,085 39,303,530 254,016,146
Loans and receivahles at

amortised cost
Balance at 1 January 2024 6,732,621 33,009,627 - 39,742,248
Net increasef(decrease} in foss

allowance recognised in current

year, net of those derecognised

upon settiement 316,248 (9,315,688) - (8,999,440)
Exchange alignment (43,687) (163,441) - (207,128}
Balance at 31 December 2024 7,005,182 23,530,498 - 30,535,680
Debt securities at fair value

through other

comprehensive income
Balance at 1 January 2024 113,589,038 67,143,419 382,353,416 563,085,873
Net (decrease)fincrease in foss

allowance recognised in current

year, net of those derecognised

upon seltiement (42,949,235) {15,039,495) 48,712,567 (9,276,183)
Exchange alignment (511,522) (350,724) (2,627,588) {3,489,834)
Balance at 31 December 2024 70,128,281 51,753,200 428,438,395 550,319,876

(i)  Liquidity risk

The group has to meet daily calls on its cash resources, notably from claims arising from its
life insurance contracts. There is therefore a risk that cash will not be available to settle
liabilities when due. The group manages this risk by setting a minimum level of liquidity cash
that will be availabie to cover claims maturities and surrenders.
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Insurance and financial risk management (continued)
Financial risks (continued)

Liquidity risk (continued)

(1) Financial Eabilities

The following tables show the remaining contractual maturities at the end of the
reporting period of the group’s financial liabilities:

2025 2024
Tolal Total
confraclual Within contractual Witiin
Carrying undiscounted 1yearor More than LCarrying undiscounied 1yearor More than
amounf cash flows on demand 1year amount cash flows on demand 1year
s $ § $ $
Nen-derivative
liabllities
Other liabiifes 1,124,764,375 1,124,764,375 1,124,784.375 - 635,524,262 635,524,262 635,524,262 -
Leass liabilities 153,280,414 160,713,748 &8 467,799 72,245,847 165,225,350 172,826,667 93,756,692 79,169,875
1.278,024,788 1,285478,121 1,213,232,174 72245847 800,745,612 808,450,826 729,280,954 79,169,875
Within Within
Canying Nominal 1 yearor More then Canying Nominal Tyearor hiore than
amount amount on demand 1 year amount arount on demand 1year
§ $ s $ 5
Derivative

iiabilities 428,740,682 7.184,773,219 1,161,684,212 6,003,109,000 426,782,027 6,456,352 665 158,997 365 5,297,355,300

Liabilities under investment contracts

The following table presents the estimated timing of payments for the amounts
recognised in the consolidated statement of financial position arising from liabilities
under investment contracts. These contracts typically include policyholder surrender
or transfer options at a value equal to, or below, the carrying value of those liabilities.

2025 2024
More than Mare than
Total 1 yearor less 1 year Total 1 year or less 1 year
$ $ b3 $ $
Investment contraci
fiabililles (note) 4,611,633,015 265,267,235 4,348,365,780 4,5567,760,288 237,215,015 4,320,545,273

Note: The balance excludes $545,195,941 (2024. $538,708,456) of unearned
revenue liability.

(2) insurance contracts

The following table provides a maturity analysis of the group’s insurance contracts,
which refiects the dates on which the cash flows are expected to occur. Liabilities for
remaining coverage measured under the PAA have been excluded from this analysis,

Estimales of present value of fulure cash (infows) cutfiovs

More than
1 year or fess 1-2years 2- 2years 3 -4 years 4 -5 years 5 years Total
s 8 5 $ 3 $ $
31 December 2026
insurance conlracls (1,973,536,476) (1,084,652,175) {1,285,031,748) 2,015,844,751 3,664,859,853 68,722,876,301 70,080,460,508
31 December 2024
Insurance contracts {1,701,037 683) {B57,927,642) 533,687,911 147,590,208 2,947 481 296 57,983,219 570 58,963,013,358
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3  Insurance and financial risk management (continued)
(b) Financial risks (continued}
(i) Liguidity risk {continued)

(2) [Insurance contracts (continued)

The amounts from insurance contract liabilities that are payable on demand are set out

below.
31 December 2025 31 December 2024
Amount Amount
payable on Carrying payable on Carrying
demand amount demand amount
$ 5 3 $
Insurance confracis fiabilities 68,282,582,504 82,632,479,445 57,371,136,742 69,620,983,524

(i} Interest rate risk

Interest rate risk is the potential for interest rates to change, which can cause fluctuations in
the value of investments and in the amounts due to policyholders. To the extent that
fluctuations in interest rates cause the duration of assets and liabiiities to differ, the group
controls its exposure to this risk by, among other things, asset and liability matching
techniques that account for the cash flow characteristics of the assets and liabilities.

(1) Inierest rate profile

The following table details the interest rate profile of the group's financial assets and
financial liabilities at the end of the reporting period.

2025 2024
$ $
Financial assets
Statutory deposits 1,684,512 1,573,497
Debt securities and loans and receivabies 73,782,543,128 65,438,504,281
Loans to agents and staff 64,380,905 68,671,673
Cash and cash equivalents and deposits with
banks maturing more than three months 5,619,684,736 4,893,739,689
Financial liabilities
investment contract liabilities (note) 4.611,633,015 4.557,760,288
Lease liabilities 153,260,414 165,225,350
Derivative liabilities 411,229,038 320,791,785

Note: The halance excludes $545,195,941 (2024: $538,708,456) of unearned
revenue liability.
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3  Insurance and financial risk management {continued)
(b} Financial risks (continued)
(i} Interest rate risk (continued)

(2) Sensitivity analysis

While it is more difficult to measure the interest sensitivity of the insurance and
investment contract liabilities than that of the related assets, to the extent that the
group can measure such sensitivities the group believes that interest rate movements
will generate asset value changes that substantially offset changes in the value of the
liabilities relating to the underlying products.

An analysis of the group’s sensitivity to a 1% parallel increase or decrease in market
interest rates at the reporting date, assuming that all other variables remain constant is
presented below.

Profit or loss Equily
Increase Decrease Increase Decrease
$ $ $ 8

31 December 2025
Insurance and reinsurance coniracts 650,722,093 (506,226,485) 2,358,631,287 (3,260,486,101)
Financial insfruments (793,083,521} 962,261,348 {3,641,641,004) 4,404,378,481
31 Decemher 2024
Insurance and reinsurance contracis 414,622,657 (524,584,534} 1,750,251,814 {2,542,101,791)
Financial instruments (551,798,966) 665,537,933 {3,081,720,624) 3,726,260,093

(iv) Currency risk

The group's currency exchange risk is mainly related to certain policies that are not written in
the United States dollars. However, most of the policies are denominated in the United
States dollars and Hong Kong dollars. As the group's investments are primarily made in the
United States dollars, coupled with the fact that the Hong Kong dollars are pegged to the
United States dollars, management does not believe that the currency risk is material. For
investments made in non-United States dollars, the group mitigates currency risk through the
use of cross-currency swaps and forward contracts. Cross-currency swaps are used to
minimise currency risk for certain non-United States dollar assets and liabilities through a
pre-specified exchange of interest and principal. Forward contracts are used to hedge
movements in exchange rates. As such, no sensitivity analysis is prepared for currency risk.
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YF Life Insurance Internalional Limited
Financial stafements for the year ended 31 December 2025

Insurance and financial risk management (continued)
Financial risks (continued)
Equity price risk

The portfolio of unit trusts backing linked insurance contracts, which the group carries on its
statement of financial position at fair value, has exposure to price risk. However, such price
risk is fully borne by the policyholders as the benefits payable are linked to the price of the
securities.

The portfolio of equities and equity-like assets backing non-linked insurance contracts, which
the group carries on its statement of financial position at fair value, also has exposure to
price risk. This risk is defined as the potential loss in market value resulting from an adverse
change in prices,

Sensitivity analysis

An analysis of the group’s sensitivity to a 10% increase or decrease in equity prices at the
reporting date, assuming that all other variables remain constant, is presented below.

Profit or loss Equity
Increase Decrease increase Decrease
5 $ $ 3
31 December 2025
insurance and reinsurance
contracts (687,041,770) 686,793,030 {788,163,981) 787,860,284
Financial instruments 4,087,415,082 (1,087,415,082) 1,087,415,082 (1,087,415,082)
31 December 2024
Insurance and reinsurance
contracts (352,004,093} 351,600,476 (418,627,522) 418,200,083
Financial instruments 646,175,055 (646,175,055) 646,175,055 (646,175,055)
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Insurance and financial risk management (continued)
Fair value measurement

Financial assets and liabilities measured at fair value

Fair value hierarchy

The following table presents the fair value of the group’s financial instruments measured at
the end of the reporting period on a recurring basis, categorised into the three-level fair value
hierarchy as defined in HKFRS 13, Fair Value Measurement. The level into which a fair
value measurement is classified is determined with reference to the observability and
significance of the inputs used in the valuation technique as follows:

- Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or liabilities at the
measurement date

- Level 2 valuations: Fair value measured using Leve! 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data are not
available

- Level 3 valuations: Fair value measured using significant unobservable inputs

The group has established and maintained policies and guidelines that govern its valuation
methodologies and their consistent application. These policies and guidelines address the
use of inputs, price source hierarchies and provide controls around the valuation processes.

These controls include appropriate review and analysis of prices against market activity or
indicators for reasonableness, approval of price source changes, price overrides,
methodology changes and classification of fair value hierarchy levels. The valuation policies
and guidelines are reviewed and updated as appropriate.

Annually, the group conducts reviews of the primary pricing vendors to validate that the
inputs used in that vendors’ pricing process are deemed to be market observable as defined
in the standard. While the group was not provided access to proprietary models of the
vendors, the reviews have included on-site walk-throughs of the pricing process,
methodologies and control procedures for each asset class and level for which prices are
provided. The review also included an examination of the underlying inputs and assumptions
for a sample of individual securities across asset classes, credit rating levels and various
durations, a process the group continues to perform for each reporting period.

In addition, the pricing vendors have an established challenge process in place for all
security valuations, which facilitates identification and resolution of prices that fall outside
expected ranges. The group believes that the prices received from the pricing vendors are
representative of prices that would be received to sell the assets at the measurement date
(exit prices) and are classified appropriately in the hierarchy.
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Insurance and financial risk management (continued)
Fair value measurement {continued)
Financial assets and liabilities measured at fair value (continued)

The group reviews the fair value hierarchy classification at each reporting period. Overall,
reclassifications between levels occur when there are changes in the observability of inputs
and market activity used in the valuation of a financial asset or liability. Such
reclassifications are reported as transfers between levels at the beginning of the reporting
period in which the changes occur. For equity and other securities and mutual fund
investments, transfers between Level 1 and Level 2 measurement categories are expected
to be infrequent. Transfers between Level 1 and Level 2 are summarised in the fair value
hierarchy table below. Transfers into and out of Level 3 are summarised in the movement in
Level 3 assets and liabilities.

The fair vaiue of short-term debt instruments, a maturity less than 30 days, is assumed to be
equal to the book value. The group generally uses unadjusted quotable market prices from
independent brokers, when available, to determine the fair value of debt instruments with a
maturity greater than 30 days.

2025
Levef 1 Level 2 Level 3 Tolal
$ $ $ ]
Recurring fair value
measurements
Assels
Fair value through other
comprehensive income;
- Debt securities 2,345,789,260 20,908,455,949 3,105,867,196 26,360,122,405
Fair value through profit or foss:
- Debt securities 37,256,706 8,830,288,004 77,188,528 8,944,733,238
- Unit trusts 5,276,647,156 6,361,766,693 966,303,573 12,604,717,422
- Unlisted equity and other
securities - - 4,631,200,094 4,631,200,094
- Loans and receivables - - 953,941,597 953,841,597
Derivative financial instruments:
- Currency swaps - 127,169,544 - 127,169,544
- Forward contracts - 8,458,011 - 8,458,011
7,659,703,122 36,236,138,201 9,734,500,988 53,630,342,311
Liabhilities
Derivative financial instruments:
- Currency swaps - 17,882 977 - 17,882,977
- Forward contracts - 628,567 - 628,567
- Bond forward contracts - 411,229,038 - 411,229,038

- Collateral

Investment contract liabilities (note)

4,611,633,015

4,611,633,015

5,041,373,597

5,041,373,597
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Insurance and financial risk management (continued)

Fair value measurement (continued)

Financial assets and liabilities measured at fair value (continued)

2024

Recurring fair value
measurements

Assels

Fair value through other
comprehensive income:

- Debt securities

Fair value through profit or loss:

- Debt securities

- Unit trusts

- Unlisted equity and other
securities

Derivative financial instruments:

- Currency swaps
- Forward contracts

Liabifities

Derivative financial instruments:

- Currency swaps

- Forward contracts

- Bond forward contracts
- Coliateral

Investment contract liabilities (note)

Level 1

2,281,834,304

36,039,773
2,696,186,958

Level 2
3

18,619,370,515

6,022,473,535
5,821,025,826

121,065,947
8,273,646

YF Life Insurance International Limited
Financial statements for the year ended 31 December 2025

Level 3

3,367,315,371

75,923,115
667,566,068

2,939,088,639

Tofaf

24,168,520,190

6,134,436,423
©,184,778,852
2,939,988,639

121,965,947
8,273,646

5,014,061,035

30,483,108,469

7,050,793,193

42,557,963,697

18,352,571
3,039,548
320,791,785
83,598,122
4,557,760,288

18,352,571
3,039,548
320,791,785
83,598,122
4,557,760,288

4,983,542,315

4,983,542,315

Note: The balance excludes $545,195,941 (2024 $538,708,456) of unearned revenue

liability.
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Insurance and financial risk management (continued)
Fair value measurement (continued)
Financial assets and liabilities measured at fair value (continued)

There were no transfers into Level 3 during the year. The group’s policy is to recognise
transfers between levels of fair value hierarchy as at the end of the reporting period in which
they occur,

Valuation techniques and inputs used in Level 2 and Level 3 fair value measurements

The group determines the estimated fair value of its investments using primarily the market
approach or the income approach. The use of quoted prices for identical assets and matrix
pricing or other similar techniques are examples of market approaches, while the use of
discounted cash flow methodologies is an example of the income approach. The group
attempts to maximise the use of observable inputs and minimise the use of unobservable
inputs in selecting whether the market or the income approach is used,

Debt securities

U.S. Treasury securities and obligations of U.S. government corporations and agencies -
These securities are principally valued using the market approach. Level 2 valuations are
based primarily on quoted prices in markets that are not active, or using matrix pricing or
other similar techniques using standard market observable inputs such as the benchmark
U.S. Treasury yield curve, the spreads versus the U.S. Treasury curve for the identical
security and comparable securities that are actively traded.

Debt securities issued by foreign governments and state and local government securities -
These securities are principally valued using the market approach. Level 2 valuations are
based primarily on matrix pricing or other similar techniques using standard market
observable inputs including benchmark U.S. Treasury or other yields, issuer ratings, broker-
dealer quotes, issuer spreads and reported trades of similar securities, including those within
the same sub-sector or with a similar maturity or credit rating. Valuations based primarily on
matrix pricing, discounted cash flow models or other valuation techniques that utilise
sighificant inputs that are unobservable or cannot be derived principally from, or corroborated
by, observable market data or from inputs including guoted prices for identical or similar
securities that are less liquid and based on lower levels of trading activity than securities
classified in Level 2 are classified as Level 3.

Assets-backed securities ("ABS”) and mortgage-backed securities (“MBS”) - These securities
are principally valued using the market approach or the income approach. Level 2 valuations
are based primarily on broker quotes, matrix pricing, discounted cash flow methodologies or
other similar techniques using standard market inputs including spreads for similar, actively
traded securities, spreads versus benchmark yields, expected prepayment speeds and
volumes, current and forecasted loss severity, issuer credit ratings, weighted average
coupon, weighted average maturity, average delinquency rates, geographic region, debt-
service coverage ratios and issuance-specific information including, but not limited to:
collateral type, payment terms of the underlying assets, payment priority within the tranche,
security structure, deal performance and loan vintage. If the matrix pricing, discounted cash
flow models or other valuation techniques utilise significant inputs that are unobservable or
cannot be derived principally from, or corroborated by, observable market data, the fair vaiue
measurement is classified as Level 3.
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Insurance and financial risk management (continued)
Fair value measurement (continued)
Financial assets and liabilities measured at fair value (continued)

Corporate securities - These securities are principally valued using the market or the income
approaches. Level 2 valuations are based primarily on guoted prices in markets that are not
active, broker quotes or using matrix pricing or other similar techniques that use standard
market observable inputs such as benchmark yields, spreads versus benchmark yields, new
issuances, issuer rating, duration, and trades of identical or comparable securities. Privately
placed securities are valued using discounted cash flow models using standard market
observable inputs, and inputs derived from, or corroborated by, market observable data
including market yield curve, duration, call provisions, observable prices and spreads for
similar publicly traded or privately traded issues that incorporate the credit quality and
industry sector of the issuer. This level also includes securities priced by independent pricing
services that use observable inputs. Valuations based on matrix pricing or other similar
techniques that utilise significant unobservable inputs or inputs that cannot be derived
principally from, or corroborated by, observable market data, including adjustments for
iHiquidity, delta spread adjustments or spreads to reflect industry trends or specific credit-
related issues are classified as Level 3. In addition, inputs including quoted prices for
identical or similar securities that are less liquid and based on lower levels of trading activity
than securities classified in Level 2 are classified as Level 3.

Unit trusts and equity and other securities

These securities are principally valued using the market approach. Level 2 valuations for
equity and other securities are based on quoted market prices adjusted for certain factors,
such as foreign market differential. If quoted market prices are not available, values provided
by other third-party organisations are used. Hf values from other third parties are unavaitable,
certain equity and other securities, including privately held securities classified within equity
and other securities, are valued using the market and the income approaches. Valuations
are based primarily on matrix pricing, discounted cash flow methodologies or other similar
technigues using inputs such as latest round of financing and market comparable peers.
Certain of these securities are valued based on inputs including quoted prices for identical or
similar securities and discounted cash flow. These valuations are based on lower levels of
trading activity than securities classified in Level 2 and are classified as Level 3.
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Insurance and financial risk management {continued)
Fair value measurement (continued)

Financial assets and liabilities measured at fair value (continued)
Derivative financial instruments

These financial instruments are primarily valued using the market approach. The estimated
fair value of derivatives is based primarily upon quotations obtained from counterparties and
independent sources, suich as quoted market values received from brokers. These
quotations are compared to internally derived prices and a price challenge is lodged with the
counterparties and an independent source when a significant difference cannot be explained
by appropriate adjustments to the internal model.

When quoted market values are not reliable or available, the value is based upon an internal
valuation process using market observable inputs that other market participants would use.

Significant inputs to the valuation of derivative financial instruments include Secured
Overnight Financing Rate, Overnight Indexed Swap, interest rate volatility, swap yield curve,
currency spot rates, cross currency basis curves and dividend yield curves. Due to the
observability of the significant inputs to these fair value measurements, they are classified as
Level 2.

Loans and receivables

Loans and receivables measured at FVPL in 2025 are principally valued using the market
approach. As the instrument was acquired during the year, fair value is determined by
reference to the most recent transaction price, which is considered to represent the best
available evidence of fair value at the reporting date. The valuation involves significant
judgement and unobservable inputs. Accordingly, the fair value measurement is classified
within Level 3 of the fair value hierarchy.

The use of different assumptions or valuation methodologies may have a material impact on

the estimated fair value amounts. For the periods presented, there were no significant
changes to the group’s vaiuation techniques.
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Insurance and financial risk management (continued)
Fair value measurement {continuecd)
Financial assets and liabilities measured at fair value (continued)

Information about Level 3 fair value measurements

Valuation Significant Range Weighted
techniques  unobservable inputs Min Max average
Financial assets:
Debt securities
- Corporate securilies Matrix pricing and DCF Credit spread 80BPS 2878PS 12B6BPS
Equities securities, FVPL
- Unit trusls Nel asset value Nel asset value
Equity and other securities, FVPL
- Limited liability parinerships Net assel vaiue Net asset value

A description of the sensitivity of the estimated fair value to changes in the significant
unobservable inputs for the more significant asset and liability classes is as follows:

Corporate sectrities - Internally-priced corporate securities classified in Level 3 include
certain below investment grade walch list and distressed fixed maturity securities. For
securities where discounted cash flows are used, the primary unobservable input is the
internally-developed discount rate. Significant increases in the discount rate would result in a
significantly lower fair value, with the opposite being true for decreases in the discount rate.
In certain cases, the group uses an estimated liquidation value of the borrower or underlying
assets. The group also applies market comparables, such as earnings before interest, taxes,
depreciation and amortisation (EBITDA) multiples for certain securities. In isolation, an
increase in the value of these inputs would result in an increase in fair value, with the
opposite being true for decreases in the value of these inputs. As at 31 December 2025, itis
estimated that with all other variables held constant, a decrease/increase in credit spread by
100 BPS would have increased/decreased the group’s other comprehensive income by
$212,115,791 (2024: $230,738,662). As at 31 December 2025, it is estimated that with all
other variables held constant, a decrease/increase in credit spread by 100 BPS would have
increased/decreased the group’s profit or loss by $4,174,352 (2024 $4,175,237).

88




YF Life Insurance International Limjted
Financial stalements for the year ended 31 December 2025

Insurance and financial risk management (continued)
Fair value measurement (continued)
Financial assets and liabilities measured at fair value (continued)

Unit trusts - The fair value estimation is based on the net asset value atfributable to the group
determined by the respective fund managers. At 31 December 2025, for the fair value
sensitivity analysis of unit trusts classified as Level 3, it is estimated that with all other
variables held constant, a decrease/increase in net asset value by 10% would have
decreased/increased the group’s profit or loss by $96,630,357 (2024: $66,756,607).

Limited liability patinerships - The fair value estimation is based on the net asset value
attributable to the group determined by the respective fund managers. If such net asset
value attributable to the group is not yet readily available, adjustments to the fair value of the
funds are made based on the latest net asset value with adjustments based on subsequent
contribution made and distribution received by the group. At 31 December 2025, for the fair
value sensitivity analysis of limited liability partnerships classified as Level 3, it is estimated
that with all other variables held constant, a decrease/increase in net asset value by 10%
would have decreased/increased the group’s profit or loss by $463,120,009 (2024:
$293,998,864).

The gains or losses arising from the disposal of FVOCI securities are presented in “other
investment revenue” in the consolidated statement of profit or loss. The net unrealised gains
arising from the remeasurement of FVOCI securities are recognised in other comprehensive
income.

Loans and receivables - The fair value estimation of loans and receivables measured at
FVTPL in 2025 is determined by reference to the most recent transaction price to the net
asset value of its underlying investments. The distribution of this investment is set out in
note 3(b)(i). At 31 December 2025, for the fair value sensitivity analysis of loans and
receivables classified as Level 3, it is estimated that with al! other variables heid constant, a
decreasefincrease in discount rate by 100 BPS, affecting the base interest of the investment,
would have increased/decreased the group’s profit or loss by HK$86,985,935 (2024:
HKS$NID.
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Insurance and financial risk management (continued)
Fair value measurement (continued)
Financial assets and liabilities measured at fair value (continued)

The movement during the year in the balance of Level 3 fair value measurements is as
follows:

$

Debt securities measured at fair value through comprehensive

income:
At 1 January 2024 3,734,145,074
Net realised losses recognised in profit or loss during the year (119,233,284)
Payment for purchases 89,666,850
Setilements (356,132,195)
Net unrealised gains recognised in other comprehensive

income during the year 40,668,306
Exchange alignment (21,799,380)
At 31 December 2024 3,367,315,371
At 1 January 2025 3,367,315,371
Net realised losses recognised in profit or loss during the year (33,160,768)
Payment for purchases 84,202,683
Settlements (449,835,363)
Net unrealised gains recognised in other comprehensive

income during the year 128,888,370
Exchange alignment 8,456,903
At 31 December 2025 3,105,867,196
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Insurance and financial risk management {continued)
Fair value measurement (continued)

Financial assets and liabilities measured at fair value (continued)

3
Debt securities measured at fair value through profit or loss:
At 1 dJanuary 2024 75,382,701
Net realised losses recognised in profit or loss during the year {91,633)
Net unrealised gains recognised in profit or loss during the year 1,109,405
Exchange alignment (477,358)
At 31 December 2024 75,823,115
At 1 January 2025 75,023,115
Net realised losses recognised in profit or loss during the year {(6,775)
Net unrealised gains recognised in profit or loss during the year 1,098,440
Exchange alignment 173,748
At 31 December 2025 77,188,528

$
Unlisted equity and other securities measured at fair value through

profit or loss:

At 1 January 2024 2,548,743,872
Contribution/Dividend reinvestment 268,278,335
Net realised gains recognised in profif or loss during the year 153,979,338
Net unrealised losses recognised in profit or loss during the year (14,695,011)
Exchange alignment (16,317,895)
At 31 December 2024 2,930,088,639
At 1 January 2025 2,939,988,639
Contribution/Dividend reinvestment 1,891,119,885
Net realised losses recognised in profit or loss during the year (230,674,176)
Net unrealised gains recognised in profit or loss during the year 27,910,198
Exchange alignment 2,865,548
At 31 December 2025 4,631,200,004
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Insurance and financial risk management (continued)
Fair value measurement (continued)

Financial assets and liabilities measured at fair value (continued)

Unit trusts measured at fair value through profit or loss:

At 1 January 2024

Payment for purchases

Net unrealised gains recognised in profit or loss during the year
Exchange alignment

At 31 December 2024

At 1 January 2025

Payment for purchases

Net realised losses recognised in profit or loss during the year
Net unrealised gains recognised in profit or loss during the year
Settlements

Exchange alignment

At 31 December 2025

Loans and receivables measured at fair value through profit or loss:

At 1 January 2025
Payment for purchases

At 31 December 2025
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459,949 549
179,400,000
32,087,883
(3,871,364)

667,566,068

667,566,068
253,500,000

(53,902,056)
200,389,874

(102,097,944)
847,631

966,303,573

953,941,597

953,041,597
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Insurance and financial risk management (continued)

Fair value measurement (continued)

Fair value of financial instruments carried at other than fair value

The carrying amounts of the group’s financial instruments carried at cost or amortised cost
were not materially different from their fair values as at 31 December 2024 and 2025 except

for the following financial instruments, for which their carrying amounts and fair value and the
level of fair value hierarchy are disclosed below:

Fair value measurements

2025 as. at 31 December 2025 categorised into
Carrying
amount Fair value Level 1 Level 2 Level 3
$ $ § § $

Amortised cost debi securilies 34,183,378,832  31,700,952,656 2,417,363,091  28,205,048,856 1,077,640,709

Amerlised cost loans and
receivables 3,330,367,056 3,137,587,387 - - 3,137 687,387

Fair value measuremenls

2024 as af 31 December 2024 categorised info
Carrying
amount Fair value Level 1 Level 2 Level 3
$ $ 3 $ s

Amortised cost debl securilies 30,848,986,684  27,723,601,555 2,251,029917  24,212,129,962 1,260,441 676

Amaorlised cost loans and
receivables 4,288,560,984 3,929,820,263 - - 3,929,820,263

Amortised cost loans and receivables - The fair value of loans and receivables is established
using a discounted cash flow method based on credit rating, maturity and future income.

The fair value for impaired loans and receivables is based on the present value of expected
future cash flows discounted at the loan’s effective interest rate or the fair value of the
collateral if the loan is collateral dependent. A significant increase/(decrease) in the discount
rate would result in a significant decreasef{increase) to the fair value.
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Insurance and financial risk management (continued)

Financial assets and liabilities subject to offselting, enforceable master netting
arrangements

The following summarises gross and net information of derivative assets and liabilities, along
with collateral received and posted in connection with a master netting agreement:

2625
Gross
amounts Net Due and Collateral Net
Gross offsel amount accrued posted amaunt
8 $ 3 $ $ $
Derivative assets 148,317,856 (12,690,301} 135,627,555 387,156 {106,281,093) 28,733,618
Derivalive liabilities 442 430,883 (12,690,301} 429,740,582 (919,930) {414,136,752) 14,683,900
2024
Gross
amounts Net Due and Coliateral Net
Gross offset amount accrued posted amount
§ $ $ $ 8 $
Derivative assels 131,363,193 (1,123,600} 130,239,583 3,513,711 {83,598,122) 50,155,182
Derivative liabilities 343,307 505 (1,123,600) 342,183,805 (156,487) (317,452,377} 24,575,041

The group’s principal derivative market risk exposures are interest rate risk, which includes
the impact of inflation, and credit risk. Interest rate risk pertains to the change in fair value of
the derivative instruments as market interest rates move. The group is exposed to credit-
related losses in the event of non-performance by counterparties to derivative financial
instruments. In order to minimise credit risk the group and its derivative counterparties
generally enter into master agreements that require collateral to be posted in the amount
owed under each transaction, subject to minimum transfer amounts. These same master
agreements allow for contracts in a positive position, in which the group is due amounts, to
be offset by contracts in a negative position. This right of offset combined with collateral
obtained from counterparties, reduces the group’s exposure. The group regularly monitors
counterparty credit ratings and exposures, derivatives positions and valuations, and the
value of collateral posted to ensure counterparties are credit worthy and the concentration of
exposure is minimised. The group monitors this exposure as part of its management of the
group’s overall credit exposures.

if amounts are due from the counterparty, they are reported as an asset. !If amounts are due
to the counterparty, they are reported as a liability. Negative values in the carrying value of a
particular derivative category can result from the counterparty’s right to offset carrying value
positions in other derivative categories.
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Insurance and financial risk management {continued)
Claims development

The uncertainties about the amount and timing of claims payment are typically resolved
within one year.

Cash flow hedge

As at 31 December 2025 and 2024, the group uses bond forward contract to provide cash
flow hedge in order to protect from interest rate volatility and re-investment risk.

The hedge effectiveness is demonstrated by the contractual term in physical delivery of
bond.

The potential sources of ineffectiveness are as below:

e Change in the delivery date for the hedged items;

» Change in cash level of the portfolio (below the notional amount of the contract) due to
mis-payment of coupon or/and principal payment or significant below premium inflow from
sales;

o Significant change in credit risk of the counterparty to the forward contract.

The group assesses the hedge effectiveness at the inception of the hedge, at each reporting

date and upon a significant change in the circumstances affecting the hedge effectiveness

requirements.

As at 31 December 2025, bond forward contracts with nominal amount of $7,159,072,000
(2024 $5,356,863,300) have maturity of less than 5 years from the reporting date.

Critical accounting judgements and key sources of estimation uncertainty

Actuarial assumptions on liabilities/assets for remaining coverage of insurance and
reinsurance contract

The process used to determine the assumptions is intended to result in estimates of the most
likely outcome with reasonable provisions for possible adverse deviations.

The assumptions that are considered inciude the expected number and timing of deaths,
surrenders, discount rates, renewal expenses and inflation over the period of exposure.
Note 22(e) provides detailed information about the acluarial assumptions on liabilities/assets
for remaining coverage of insurance and reinsurance contracts.
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Critical accounting judgements and key sources of estimation uncertainty

(continued}

Classification and fair value of derivatives and financial instruments

Under HKFRS 9, classification of financial instruments depends on the contractual cash flow
characteristics (the SPPI criteria) and driven by the business model of the entity. A financial
asset that does not meet the SPPI criterion is always measured at FVPL, unless it is an

equity instrument for which an entity applies the election to measure at FVOCI. Management

judgement is involved throughout the assessment.

The group selects appropriate valuation techniques for financial instruments which are
classified as level 2 and 3 investments in accordance with the group's significant accounting
potlicies. Note 3(c) provides detailed information about the key assumptions used in the
determination of the fair vaiue of material financial instruments.

Expected credit loss estimation

The group selects appropriate methodology and assumptions in accordance with the group's
significant accounting policies. Note 3 provides detailed information about the key
assumptions used in the determination of the expected credit loss of financial instruments
classified under amortised cost and for debt instruments carried at FVOCI.

Insurance revenue

Confracts not measured under PAA

Amounts relating to changes in liabilities for remaining
coverage

- CSM recognised for services provided (note 22(a))

- Change in risk adjustment for non-financial risk for
risk expired

- Expected incurred claims and other insurance service
expenses

Recovery of insurance acquisition cash flows

Contracts measured under PAA

Total insurance revenue (note 22{a))
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2025 2024

$ $

781,157,687 692,647,253
(8,529,521) (32,769,586)
1,102,418,489 976,597,333
877,988,780 806,430,352
2,752,035,435 2,442 905,352
324,415,426 357,848,544

3,076,450,861

2,800,753,896
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The following table analyses the net financial resuit in profit or loss and other comprehensive

income.
Note
Investment return
interest revenue calculated using effective
interest method (note (b))
Other investment revenue (note (c))
Net impairment loss on financial assets (note (d})
Amounts recognised in profit or loss
Amounts recognised in other comprehensive
income 12
Total investment return
Net finance (expenses)/income from
insurance confracts
Change in fair value of underlying items
Interest accreted
Effect of changes in interest rates and other
financial assumptions
Effect of measuring changes in estimates at
current rates and adjusting the CSM af rates
on initial recognition
Net foreign exchange gain/(loss)
Total net finance expenses from insurance
contracts (note (a)) 22(a)
Net finance income from reinsurance
contracts
Interest accreted
Others
Total net finance income from reinsurance
contracts (note (a}} 22(a)

Movement in investment contracts liabilities

Net financial result
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2025
$

3,130,126,505
3,112,110,845
(119,359,240)

2024
3

2,998,877,032
827,701,502
(120,180,389)

6,122,878,110

785,780,024

3,706,398,145

(1,236,050,920)

6,908,6568,134

(2,716,254,527)
(2,243,165,899)

(1,462,208,785)

572,456,532
51,705,289

2,470,347,225

(738,015,665)
(2,578,990,525)

2 265,631,142

(1,923,202,582)
(172,034,868)

(5,797,465,390)

(3,146,612,498)

355,042,317 346,122,103
104,533,000 81,695,402
459,675,317 427,817,505

(231,471,307)

(203,145,285)

1,339,296,754

(451,593,053)
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6  Net financial result (continued)

Note 2025 2024
$ $
Net financial result is represented by:
Amounts recognised in profit or loss 907,742,385 652,817,506
Amounts recognised in other comprehensive
income 431,554,369  (1,104,410,559)

1,339,2086,754 (451,593,053)

(a} Insurance finance income and expenses

2025 2024
§ 3

Net finance expenses from insurance contracts
Amounts recognised in profit or loss (5,280,042,009) (3,097,871,554)
Amounts recognised in other comprehensive income (517,423,381) (48,740,944)

(5,797 465,390)  (3,146,612,498)

Net finance income from reinsurance contracts

Amounts recognised in profit or loss 298,377,591 247,436,200
Amounts recognised in other comprehensive income 163,197,726 180,381,305
459,575,317 427,817,505

(b) Interest revenue calculated using effective interest method

2025 2024
$ $
interest revenue calculated using effective interest
method
Financial assefs measured at amortised cost 1,807,281,529 1,882,224,555
Financial assets measured at fair value through other
comprehensive income 1,322,844,976 1,116,852 477
Total interest revenue calculated using effective
interest method 3,130,126,505 2,998,877,032
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Net financial result (continued)

Other investment revenue

Underlying ifems

Net gains/(losses) of financial instruments
designated at fair vaiue through profit or loss

Net gains/(losses) of debt securities

Net gains/(losses) of financial instruments
mandatorily measured at fair value through profit
or loss

Net gains of debt securities

Net gains of equity securities, fund investments and
unit trusts

Net fair value movement on derivatives

Other investment income

Interest income for financial instruments designated at
fair value through profit or loss

Interest income for financial instruments mandatorily
measured at fair value through profit or loss

Dividend income from equity instruments measured at
fair value through profit or loss

Others
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2025 2024

$ $
56,080,988 (135,744,330)
91,609,457 123,943,902
2,129,794,592 457,259,722
(3,593,561) (4,478,571)
2,217,810,488 576,725,053
246,300,256 86,982,090
1,057,764 -
199,426,062 147,630,536
1,953,561 1,665,445
2,722,629,119 677,258,794
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Net financial result (continued)

Other investment revente (continued)

2025 2024
$ $
Nof underlying items
At AC/FVOCI
Net realised losses on disposal of FVOCI debt
securities (15,318,925) (6,433,268)
Net realised gains on disposal of debt securities at
amortised cost 10,691,597 2,047,522
Net realised losses on loans and receivables (23,424) (32,288,133)

{4,650,752) {36,673,879)

At fair value through profit or loss

Net gains/(losses} of financial instruments
mandatorily measured at fair vaiue through profit

or loss
Net gains of debt securities 92,699,531 82,048,406
Net gains/(losses) of equity securities, fund investment
and others, unit trusts 86,791,858 (3,214,037)
Net fair value movement on derivatives (138,986,939) (111,574,599)
40,504,450 (32,740,230)
Other investment income
Interest income for financial instruments mandatorily
measured at fair value through profit or loss 114,084,762 71,729,832
Dividend income from equity instruments measured at
fair value through profit or loss 238,099,432 148,126,985
Others 1,443,834 -
389,481,726 150,442,708
Total other investment revenue 3,112,110,845 827,701,502

Included in the other investment revenue, there were disposals and derecognition of debt
securities at amortised costs resulted from investment risk management, rebalancing of
investment portfolio and repayment from debt securities upon maturity.
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Net financial result (continued)

Net impairment loss on financial assets

Not underlying items

Impairment loss of amortised cost debt securities

Impairment loss of fair value through other
comprehensive income debt securities

Total net impairment loss on financial assets

Revenue from investment management services

Management fee for investment contracts (note 23)

YF Life Insurance International Limited
Financial statements for the year ended 31 December 2625

2025

(39,238.483)

(80,120,757)

2024

(129,456,552)

9,276,163

(119,359,240)

(120,180,389)

2025
$

20,489,282

2024
$

21,043,912

The amount represents fees deducted from account balances of investment contracts, most
of it is non-refundable up-front fees which is recognised as profit through unearned revenue

liability movement.

Other income

Trustee fee income
QOther income
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2025 2024

$ $
6,596,352 25,996,913
39,542,213 53,678,725
46,138,565 79,675,638
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Expenses
Note 2025
$
Claims and benefits 1,095,316,539
Fees and commissions 3,702,655,723
Losses and reversal of losses on onerous
insurance contracts 22(a) (43,746,077)

Staff costs

- Salaries, wages and other benefits 509,133,372
- Contributions to defined contribution retirement
plans 27,622,783

Auditors’ remuneration
- Audit services 8,096,000
- Non-audit services 2,461,000
Legal and professional costs 5,655,918
Depreciation and amortisation on property and

equipment and other intangible assets 13 182,678,891
Information, data and communication expenses 6,207,636
Net exchange (gain)/loss (42,550,962)
Movement in other contract assets (5,485,982)
Operating lease charges in respect of properties  13(a) 700,364
Finance cost - interest on lease liabilities 13(a) 7,285,000
Others 391,349,944
Amounts attributed to insurance acguisition cash

flows incurred during the year 22(b) (4,196,166,898)

Amortisation of insurance acquisition cash flows 22(a) 937,399,585

2024
$

879,218,306
1,740,316,202

14,044,676
436,933,879
26,177,588
7,652,000
1,973,000
(2,398,701)
191,181,134
6,790,303
44,370,797
(3,597,301)

5,697,503
332,154,745

(2,152,613,071)
869,056,857

2,588,512,846

2,396,957 ,917

Represented by:

2,347,425,822
233,802,024
7,285,000

Insurance service expenses
Other operating expenses
Other finance costs

2,108,240,998
283,019,416
5,607,503

2,688,512,846

2,396,957,917
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Income tax in the consolidated statement of profit or loss and other

comprehensive income

Taxation in the consolidated statement of profit or loss represents:

2025 2024
$ $
Current tax - Hong Kong
Provision for the year — Profits Tax 90,122,144 68,773,524
Provision for the year — Global minimum tax 81,830,469 -
Over-provision in respect of prior years (1,932,756) (129,926)
170,119,857 68,643,598
Current tax - Macao
Provision for the year — Complementary Tax - 7,838,115
Provision for the year — Global minimum tax 718,710 -
Over-provision in respect of prior years - (5,926,930)
719,710 1,911,185
Overseas
Provision for the year 20,244 -
Deferred tax
Origination and reversal of temporary differences (3,461,144) 55,880,816
167,398,667 71 26,435,599

The provision for Hong Kong Profits Tax for 2025 is calculated at 16.5% (2024: 16.5%) of the
estimated assessable profits for the year, except for one subsidiary of the group which is a
qualifying corporation under the two-tiered Profi{s Tax rate regime. The provision for Macao
Complementary Tax is calculated at tax rate of 12.0% (2024: 12.0%) of the estimated

assessable profits for the year,

For this subsidiary, the first $2,000,000 of assessable profits are taxed at 8.25% and the
remaining assessable profits are taxed at 16.5%. The provision for Hong Kong Profits Tax

for this subsidiary was calcuiated at the same basis in 2024.
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Income tax in the consolidated statement of profit or loss and other
comprehensive income (continued)

Taxation in the consolidated statement of other comprehensive income represents:

2025 2024
$ $
ltems that are or maybe reclassified subsequently
to profit or loss
Net movement in the fair value reserve during the year
recoghised in other comprehensive income 31,328,255 51,472,369
Exchange differences arising on translation of results
of foreign operations 3,757,530 (9,298,368)
Net finance expenses from insurance contracts 12,805,414 29,252,060
Net finance income from reinsurance contracts (16,385,247 (13,888,729)
31,505,952 57,637,332

Reconciliation between tax expense and accounting profit at applicable tax rates:

Note 2025 2024
$ 3
Profit before taxation 1,542,960,350 1,087,964 ,498
Notional tax on profit before taxation, calculated
at the rates applicable to profits in the
jurisdictions concerned 255,148,840 159,661,375
Current tax expenses related to global minimum
tax 10(d) 82,650,179 -
Tax effect of surplus transferred from Hong
Kong long term individual life business (233,760,409) (84,443,218)
Notional tax on net premiums written in respect
of Hong Kong long term individual life business 88,420,196 61,468,742
Difference in tax in foreign jurisdiction (3,119,305) 6,448,126
Tax effect of non-taxable revenue (18,949,945) (14,511,977)
Tax adjustment in respect of prior years (1,932,756) (6,056,856)
Tax effect of non-deductible expenses 61,500 1,576
Tax effect of unused tax losses not recognised 930,792 23,081
Others (2,050,425) 3,844,750
Actual tax expense 167,398,667 126,435,599
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Income tax in the consolidated statement of profit or loss and other
comprehensive income (continued)

Pillar Two income taxes

The group is part of a multinational enterprise group which is subject to the Global Anti-Base
Erosion Model Rules ("Pillar Two model rules”) published by the Organisation for Economic

Co-operation and Development,

From 1 January 2025, the group is liable to Pillar Two income taxes under the Hong Kong

Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups) Ordinance
2025 for its earnings in the Hong Kong SAR and certain other jurisdictions where a domestic
minimum top-up tax has not been implemented, including the Chinese Mainiand and Macao.

The group has applied the temporary mandatory exception from recognising and disclosing
information about deferred tax assets and liabilities related to Pillar Two income taxes for the
top-up tax and accounted for the tax as current tax when incurred.

Directors’ emoluments

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of

Directors) Regulation are as follows:

2025 2024

$ $

Directors’ fees a47 710 756,000
Salaries, bonus, allowances and benefits in kind 8,497,292 3,646,440
Discretionary bonuses 5,788,166 1,823,220
Retirement scheme contribution 849 729 364,644
16,082,897 6,590,304
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Other comprehensive income
Reclassification adjustments relating to components of other comprehensive income

2025 2024
$ $

Debt securities classified as fair value through
other comprehensive income:

Changes in fair value recognised during the year 690,340,341 {(1,233,208,022)

Reclassification adjustments for amounts
fransferred to profit or loss:

Net losses on disposal 15,318,926 6,433,265
Provision for/(reversal of) impairment losses 80,120,757 (9,276,163)

Net movement in the fair value reserve during the
year recognised in other comprehensive income 785,780,024 (1,236,050,920)

Fixed assets

Compuler Computer Properties
Leasehold Offce Office eguipment equipment leased for
improvements tolor vehicle furniture equipment - hardware - sofware own use Total
$ $ $
Cost:
At 1 January 2025 130,684,083 2,800,008 17,738,412 18,422,950 62,820,578 554 506 414 368,135,544 1,155,008,898
Additions 32,180,522 817,578 492,315 174,490 7,953,693 28,254,139 86,372,655 156,245 408
Cisposalsideracognition 2,974,129 - {1.265,488) {334,247) {19.507,058) {18,055,243) (152,622,300) (194,770,471}
Exchange alignment 234,370 4,574 43,024 43,162 173,148 1,263,745 101,234 273267
At 31 Decembaer 2026 160,024 846 3,622,168 17,008,265 18,308,365 51,440,35¢ 565955,055 302,697,143 $,119,257,1893
Accumulated depreciation:
At % January 2025 107,372,283 1,813,272 11,280,987 9,973,298 47,860,266 155,796 625 216,240,871 550,287,416
Charga for the year 22,987,492 1,142,110 2721276 2,943,712 8,244,766 41,957,659 102,681,882 182,678,891
Whritten back on
disposalsiderecognition (2.974,129) - {1,251,981) (334,247) {19,507 065} (17,767,301} (152,622,300 {194,467,024)
Exchange alignmenl 202,148 1,517 22733 16,898 137,717 304,755 820,002 1,305,763
At 31 December 2026 127,587,805 2,956,899 42,773,015 12,549,653 38,735,677 180,291,742 166,020,255 539,615,046
Net beok value:

At 31 December 2026 32,437,041 £65,261 4235250 5,766,712 14,704,682 385,666,313 135,976 888 $79,442,147
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Fixed assets (continued)

Computer Computer Froperties
Leasehold Office Cffice equipmant equipment feased for
improvemers tiolor vehicle furniture equipmant - hardhvare - software own use Total
S $ s $ $ $
Cost:
At January 2024 103,694,705 2817673 148223714 31,643,118 57,292 951 506,524 313 385885477 1,102,820,608
Addilicns 27,668,709 - 3,024,082 4,038.893 7,322.447 51,397,758 74,844,502 168,286 401
Disposats/derecognition - - - (17.121,771) {1.408,004) - {90,257,083) {108,765 861}
Exchange alignment (778,331} {17.685) (107.051) (137,280} {388,815) {3.415,657) {2,347 349) {7,194,149}

AL31 December 2024 130,584,083 2,800,008 17,739,412 18,422,605 62,820,578 554,506,414 368,135,644 1,166,008,9299

Accumulated depreciation:

Al 1 January 2024 80,104,234 885,488 8,343,612 23,395,207 41,158,554 120,526,285 165,818,820 471,232,310
Charge for the year 27900675 937,716 3,003,713 3,734,008 8,400,404 36,195,020 111,009,688 191,181,134
Written back on

disposalsiderecognitien - - - {17.124.771) {1,408,004) - {20,257,085} (108,765,881)
Exchange alignment {632,516) {9,832) {66,338) (84.148) (290,628) (924,676) 1,330,861 (3,339,167}
At 31 December 2024 107,372,263 1,813,272 14,280,987 9,023,298 47,860,266 155,798,629 216,240,671 550,287,416
Nel book valua;

At 3t December 2024 23211790 086,736 5,458,425 8,499,862 14,660,312 396,708,785 151,894,873 604,721,583

Right-of-use assets

The analysis of the net book value of right-of-use assets by class of underlying asset is as
follows:

31 December 31 December
2025 2024

$ $

Properties leased for own use, carried at depreciated

cost 135,976,888 151,894,873

Computer equipment - hardware, carried at
depreciated cost 4,476,647 840,524
Office equipment, carried at depreciated cost 3,680,623 4,788,466
144,134,158 157,523,863

The analysis of expense items in relation to leases recognised in profit or loss is as follows:

2025 2024
$ $

Depreciation charge of right-of-use assets by class of
underlying asset:

Properties leased for own use 102,681,882 111,009,698
Computer equipment - hardware 1,827,593 2,026,723
Office eguipment 1,121,609 1,629,154

105,731,084 114,665,575

107



13

14

15

YF Life Insurance International Limited
Financial staterments for the year ended 31 December 2025

Fixed assets (continued)

2025 2024

$ 3

Interest on lease liabilities (note 9) 7,285,000 5,697 503
Expense relating to shori-term leases and other leases

{note 9) 700,364 -

During the year, additions to right-of-use assets of the group were $91,943,023 (2024:
$78,298,994) which is primarily related to the capitalised lease payments payable under new
tenancy agreements and equipment lease agreements.

Details of total cash outflow for leases, the maturity analysis of lease liabilities are set out in
notes 21(b) and 24 respectively.

Statutory deposits

2025 2024
$ $
Stafutory deposits 1,584,512 1,573,497

The group has deposited in the name of the Director of Accounting Services with a bank a
sum of $1,584,512 (2024: $1,573,497) pursuant to section 77{2)(e) of the Hong Kong
Trustee Ordinance.

All of the statutory deposits are expected to be recovered after more than one year.

Investments in subsidiaries

The following shows the carrying amount of investment in subsidiaries on the company level
statement of financial position.

2025 2024

$ $

Unlisted shares, at cost 172,019,062 172,019,062
Less: Impairment losses (12,079,988) (12,079,989)
159,939,073 159,939,073

During the financial year, the company assessed the impairment of investments in
subsidiaries. As a resuit of this, an accumulated impairment loss of $12,079,989 (2024:
$12,079,989) was provided.
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Investments in subsidiaries (continued)

YF Life Insurance international Limited
Financial statements for the year ended 31 December 2025

The following list contains the details of the company’s subsidiaries as at which principally
affected the results, assets or liabilities of the group. The class of shares held is ordinary

unless otherwise stated,

Name of company

Protective Capital
{International) Limited

YF Life Services Limited

YF Life Guardian Limited

YF Life Trustees Limited

YF Life Consultants
Limited

YF Life Investors Limited

Shenzhen Wantong
Yunzhi Technology
Service Co. Ltd

Place of
incorporation
and operation
Hong Kong
Hong Kong
Hong Kong
Hong Kong
Hong Kong

Hong Kong

PRC

Particulars
of issued
and paid

up capital

78,613,000
shares

2
shares

2
shares

73,000,000
shares

50,000
shares

5,000,000
shares

Registered capital
RMB200,000,000
Paid-up capital:
Nil

109

Proportion of
ownership
interest held
by the
company
100%

100%

100%

100%

100%

100%

100%

Principal
activities

Provision of
general services

Provision of
general services

Provision of
general services

Provision of
trustee services

Provision of
general services

Provision of
general services

Provision of
technology and
consulting service




YF Life Insurance International Limiled
Financial statemenis for the year ended 31 December 2025

16 Investments in associates

2025 2024
$ $
Aggregate carrying amount of individually immaterial
associate in the consolidated financial statements 73,792,804 -
Aggregate amounts of the group’s share of the
associate
l.oss from continuing operations (125,299) -
Other comprehensive income - -
Total comprehensive income (125,299) -

During 2025, the group entered into an invesiment in an associate with an initial capital
contribution of $74,082,590 (2024: $Nil).

17 Intangible asset

Club

membership

$

At 1 January 2024 15,024,135
Exchange alignment (94,193)
At 31 December 2024 and 1 January 2025 14,829,942
Exchange alignment 34,673
At 31 December 2025 14,964 615

The group has one (2024: one) club membership with indefinite useful life.
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Financial statements for the year ended 31 December 2025

18 Other contract asset

2025 2024

3 $

At 1 January 456,663,099 455,953,163
Amounts deferred 15,521,275 15,462,763
Amortisation and other movements (10,035,293) (11,865,462)
Exchange alignment 1,062,866 (2,887,365)

At 31 December 463,211,947 456,663,099
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Investments and derivatives (continued)

Derivatives

YF Life Insurance International Limited

Financial statements for the year ended 31 December 2025

The group uses derivatives to provide economic hedges as part of its assets and liabilities
management activities. The following table analyses the group’s derivatives by type of

instrument.

Underlying items

Not designated as hedging
instruments

Forward contracis
Other

Designated as hedging
instruments

Bond forward contracts

Not designated as hedging
instruments

Currency swaps
forward confracts
Collateral (note)

2025 2024
Assels Liabilities Assets Liabilities
$ $ 5 $
3,859,871 595,928 1,507,947 -
- 411,229,038 - 320,791,785
127,169,544 17,882,978 121,865,947 18,352,571
4,598,140 32,638 6,765,699 3,039,548
. - - 83,598,122
131,767,684 429,144,654 128,731,646 425,782,027
135,627 555 429,740,582 130,239,593 425,782,027

Note: As at 31 December 2025, collateral of $106,532,400 is included in other liabilities

(see note 25).

For more information about how the group manages its market risks, see Note 3(d).

Financial assets designated as at FVPL.

Certain debt investments have been designated as at FVPL (see Note 1{h)). At 31

December 2025, the maximum exposure to credit risk of these financial assels was their
carrying amount of $5,238,126,756 (2024: $3,386,044,372), the majority of which is arising
from the financial assets rated as investment grade. The credit risk of these financial assets
has not been hedged by the use of credit derivatives or similar instruments.
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Financial statements for the year ended 31 December 2025

19 Investments and derivatives {continued)

C. Interests in collective investment schemes

()

(ii)

Included in financial assets desighated at fair value through profit or loss on the
consolidated statement of financial position are certain investments in collective
investment schemes which have been designed so that voting or similar rights are not
the dominant factor in deciding who controls these schemes. These collective
investment schemes include investments in unit trusts and limited liability partnerships
established by third parties. These schemes provide the group with a variety of
investment opportunities through managed investment strategies.

Owing to the passive nature of these investments, the maximum exposure to loss from
these interests is limited to the associated equity price risk (see note 3) and the capital
commitments. The maximum exposure to loss, which represents the maximum loss
that the group could be required to report as a resuit of its involvement with these
collective investment schemes regardless of the probability of the loss being incurred,
is equivalent to the carrying amount of these investments (see note 3).

fn addition, the group’s subsidiary, YF Life Trustees Limited is the sponsor of Mass
Mandatory Provident Fund scheme (‘MPF scheme’) as specified in the respective trust
deeds. Management fee and trustee fee income that the group recognised in profit or
loss in return for the administration services provided to MPF Scheme that the group
sponsored amounted to $10,578,851 (2024: $30,335,886) for the year.

The policyholders invest directly into such MPF scheme, as such, the group did not
transfer any of its own assets into these schemes during the reporting period.
Management actively monitor the compliance with the respective regulation
requirements in order to minimise losses arising from reputational risk and regulatory
compliance risk.
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YF Life Insurance Infernational Limited
Financial statements for the year ended 31 December 2025

20 Other receivables, deposits and prepayment

Note 2025 2024

$ $

Amount due from the ultimate holding company (i) 66,439,789 66,439,789
Utility and rental deposits (i) 43,554,422 40,583,368
Loans {o agents and staff (i) 64,380,905 68,571,673
Accrued investment income (iv) 1,257,386,675 1,071,081,792
Others {iv) 208,714,264 262,666,088

1,640,476,055 1,509,342,710

(i} The amounts due from the ultimate holding company are unsecured, interest free and
have no fixed terms of repayment.

(i) The amount of utility and rental deposits expected to be recovered after more than one
year is $39,873,409 (2024: $39,923,829).

(i) Included in loans to agents and staff are loans to key management personnel of $Nil
(2024: $Nib.

(iv) Except for those mentioned above, all of the other receivables are expected to be
recovered within one year.

21 Deposits with banks maturing after more than three months and cash and cash

equivalents
2025 2024
$ $
Deposits with banks maturing after more than three
months 1,032,071,295 993,798,122
Deposits with banks and short term investments
maturing no more than three months 1,396,545,426 1,072,880,575
Cash at bank and in hand 3,191,068,015 2,827,061,292
Cash and cash equivalents in the consolidated cash
flow statement 4,587,613,441 3,899,941,867

5,619,684,736 4,893,739,989

The group has pledged fixed deposits of $1,019,581,125 (2024: $965,904,406) to banks in
favour of the Autoridade Monetaria de Macau to guarantee the technical reserves in
accordance with the Macau Insurance Ordinance.
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(a)

YF Life Insurance International Limited
Financial statements for the year ended 31 December 2025

Deposits with banks maturing after more than three months and cash and cash

equivalents (continued)

Reconciliation to liabilities arising from financing activities for disclosure purpose

The table below details changes in the group’s liabilities from financing activities including
both cash and non-cash changes. Liabilities arising from financing activities are liabilities for
which cash flows were, or future cash flows will be, classified in the group’s consolidated
statement of cash flows as cash flows from financing activities.

At 1 January 2024
Changes from financing cash flows:

Policyholders’ account deposits
Policyholders’ account withdrawais
Capital element of lease rentals paid
interest element of lease rentals paid

Total changes from financing cash flows
Other changes

interest credited to policyholders’ account balances
(note 23)

Administrative fees

Other reserve changes

Other income

Interest expense

Increase in lease liabilities from entering into new
lease during the period

Exchange alignment

Total other changes

At 31 December 2024
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L ease liabilities

$

205,301,291

(118,374,935)

Policyholders’
deposits and
other liabilities

$
4,711,014,780

172,152,511
(347,622,136)

(5,697,503) -
(124,072,438)  (175,469,625)
. 182,838,560

- (27,746,865)

- (9,541,909)

- 7,373,503

5,697,503 -
78,208,094 .
- (3,923,082)
83,996,497 149,000,207
165,225,350 4,684,545 362
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(h)

YF Life Insurance Infernational Limited
Financial statements for the year ended 31 December 2025

Deposits with banks maturing after more than three months and cash and cash

equivalents (continued)

At 1 January 2025
Changes from financing cash flows:

Policyholders’ account deposits
Policyholders’ account withdrawals
Capital element of lease rentals paid
Interest element of lease rentals paid

Total changes from financing cash flows
Other changes

Interest credited to policyholders’ account balances
(note 23)

Administrative fees

Other reserve changes

Other income

interest expense

Increase in lease liabilities from entering into new
lease during the period

Exchange alignment

Total other changes

At 31 December 2025

Total cash outilow for leases

Lease fiabilities
$

165,225 350

(103,907,959)
(7,285,000)

Policyholders’
deposits and
other liabilities

$
4,684,545 362

243,281,586
(314,868,141)

(111,192,959)

(71,588,555)

204,633,549
(27,512,060)
(11,179,781)

; 29,411,319
7,285,000 ;
91,943,023 -

i (3,367,016)
99228023 191,986,011
4,804,944,818

153,260,414

Amounts included in the consolidated cash flow statement for leases comprise the following:

Within operating cash flows
Within financing cash flows
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2025 2024

$ $

700,364 -
111,192,959 124,072,438
111,893,323 124,072,438
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(a)

YF Life Insurance International Limited
Financial staterents for the year ended 31 December 2025

Insurance and reinsurance contracts

Note 2025 2024
$ $
Insurance contracts
Insurance contract liabilities
- Insurance contract balances 22(a){iy B82,632479,445 £9,620,983,524
- Assets for insurance acquisition cash flows 22(b) (3,426,097) (3,055,682)

82,629,053,348  69,617,927,842

Reinsurance contracts

Reinsurance contract assets 22(a)(ii) (7,482,492,186) (6,790,716,168)

Movements in insurance and reinsurance contract balances

The following reconciliations show how the net carrying amounts of insurance contracts and
reinsurance contracts held changed during the year as a result of cash flows and amounts
recoghised in the consolidated statement of profit or loss and other comprehensive income.
The group presents a table separately analysing movements in the liabilities for remaining
coverage and movements in the liabilities for incurred claims and reconciles these
movements to the line items in the consolidated statement of profit or loss and other
comprehensive income. A second reconciliation is presented for contracts not measured
under the premium allocation approach, which separately analyses changes in the estimates
of the present value of future cash flows, the risk adjustment for non-financiali risk and the
contractual service margin.

The estimates of the present value of fulure cash flows from insurance and reinsurance
contract assets represent the group’s maximum exposure to credit risk from these assets.
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YF Life Insurance International Limited
Financial slatements for the year ended 31 December 2025

. 22 Insurance and reinsurance contracts (continued)
(a) Movements in insurance and reinsurance contract balances (continued)
(i) Insurance contracts

Analysis by remaining coverage and incurred claims

2025
Liabifites forincumed dlaims
Liabilibes for remaining coverage Confracts under PAA
Cstimaies of Risk
present value adjustment for
Excluding foss Loss Conlracts not of futtire ron-inancial
Nole component component under PAA cash fiowvs fisk Total
$ s s $ $
Bafance as at 1 Januvary
Opening assats - - - - - -
Opening Habilities £8,688,105,311 255,608,298 841,479,887 35,157,244 627,813 69,620,883,524
Net opening balance 68,888,109,311 255,609,289 641,479,867 35,157,214 627,813 69,620,883 524
Changes in the statement of
profi or [oss and OCh
fnsurance revenue
Conlracls under the fair value
transition approach {1,881,599,577) - - - - (1,981,589,577)
Olher contracts {1,004,851,284) - - - - (1,094,851,284)
5 (3,076,450,861) - - - - (3,076,450,881)
Insurance service expanses
incurred claims and other
insurance sefvice expenses - {75,582,718) 1,121,727 474 207,411 512 40,388 1,253,646,356
Amorisation of insurance
acquisition cash flows 9 537,389,585 - - - - 837,399,595
Losses and reversals of josses on
onerous contracls 9 - (43,748,077) - - - (43,746,077)
Adjusimenis Lo liabilities for
incumed claims - - 182,477 878 17,648,G70 - 200,125 948
9 937,399,585 {118,328,795) 1,304,205,052 225,058,582 90,388 2,347.425,822
Investment components end
premium refunds {3,376,460,653}) - 3,376,450,853 - - -
Insurance service resutt {6,515,511,919} (119,328,795} 4,680,665,705 225,089,582 80,388 {729,025,039)
Nel finance expenses fram
insurance conlracls 6 5,785,667,516 3,473,784 (1.672,480) (3,430) - 5,797,465 350
Effect of movements in exchange
rates 138,698,377 726,513 5274 162 9,368 (173} +44,708,247
Total changes in the statement
of profil or loss and OCI 418,853,974 {115,128,498) 4,684,267 ,3687 225,085,520 80,215 5213,148,558
Cash flows
Premiums received 16,340,903,250 - - - - 16,340,803 250
Claims and clher insurance sevice
expenses paid, including
investment components - - (6,91%,337,242} (224,535,022) - {7,135,872,264)
Insurance acquisition cash flows {3,986,807,612) - - - - {3,986,807,612)
Othar amounts received - - 2,580,123,949 - - 2,580,123 849
Total cash flows 12,364,085 ,638 - (4,331,213,283) (224,535022) - 7,798,347 323
Net closing balance as at
34 December 61,461,0588,923 140,480,801 994,533 981 35,687,712 718,028 82,632,479,445
Closing assels - - - - - -
Closing liabilities 61,461,058,923 140,480,801 294,533 981 35,687,712 718,028 82,632,478,445
Net closing balanca 81,461,058,823 140,480,801 894,533,981 35,687,732 718,028 82,632 474,445
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22 Insurance and reinsurance contracts (continued)

(a) Movements in insurance and reinsurance contract balances (continued)
() Insurance confracts {continued)

Analysis by remaining coverage and incurred claims {continued)

2024
Liabifiies for incurred claims
tiabilities for remaining coverage Conlracls under PAA
Estimales of Risk
present value adjusiment for
Excluding foss Loss Contracis not of fufure non-financial
Nole component componant under PAA cash fows sk Tofal
8 S s s $ $
Balanice as at 1 January
QOpening assels - - - - - -
Cpening liabilities 62,642 953 235 373,287,352 531,574,958 31,452,874 584,778 83,579,853,198
Net opening balance £2,642 853,235 373,287,352 531,574,958 31,452 874 S5B4.718 63,579,853,188
Changes in the statement of
profit or less and OCE
Insurance revenue
Confracls under the fair value
iransifion approach (1,803,751,875} - - - - {1,803,751,875)
Other contracis (897,002,021} - - - - (897,002,021)
5 (2,800,753,895) - - - - (2,800,753,836)
Insurance service sxpenses
Ingurred claims and other
insurance service expenses - (137,138,981) 997 542,943 246,231,019 47,315 1,106,682,296
Amortisation of insurance
acquisition cash fiows 9 869,056,857 - - - - 869,056,857
Losses and reversals of losses on
onerous confracls 9 - 14,044 676 - - - 14,044 676
Adjustments to liabilities for
incurred claims - - 100,076,632 18,380,537 - 118,457,169
9 869,056,857 {123,084 305) 1097819575 264,611,556 47,315 2,108,240,888
invesiment componenls and
premium refunds {4,978,897,578) - 4,978 897,578 - - -
insurance service resuit {6,910,694,617) (123,094,305} 6,076,617,153 264,611,556 47,315 {692,512,898)
Nel finance expenses from
insurance contracls 5 3,139,458,887 6,232,540 B02,420 118,651 - 3,146,612, 498
Effect of movements in exchange
rales {425,251,863) (816,288 (368,211) {119,837) (4,281) (426,581,560)
Fotat changes in the stalement
of profil or foss and QCI (4,196, 4B7 693) {137,678,003) 6,077,030,362 264,610,370 43,034 2,027,518,020
Cash flows
Premiums received 12,382,374,8656 - - - - 12,382,374 656
Claims and cother insurance service
expenses paid, including
investment components - - (7,261,294,387} (260,995,030) - {7.622,200,417)
Insurance acquisition cash flows {2,440,730,887) - - - - {2,140,730,887)
Olher amounts received - - 1,284,168,854 - - 1,784,168,954
Tolal cash flows 10,241,643,769 - {5,867,125,433) (260,208,030) - 4,013,612,308
Net closing balance as at
31 Becember £68,688,109,311 255,609,299 641,475 887 35,167,214 627,813 69,620,983,524
Closing asseis - - - - - -
Closing fiabiities 68,688,108,311 255,609,289 £41,475,887 35,167,214 627,613 69,620,883,524
Net closing palance 68,688,108,311 285,600,209 841,479,887 35,157 214 627,813 69,620,883,5624
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Insurance and reinsurance contracts (continued)

YF Life Insurance International Limited
Financial statements for the year ended 31 December 2025

Movements in insurance and reinsurance contract balances (continued)

Insurance contracts (continued)

Analysis by measurement component - Coniracts not measured under the PAA

Balance as at 1 January

QOpening assels
Opening liabitles

Net opening halance

Changes in the statement of profit or
loss and OCl:

Change that relate fo current services

CSM recognised for services provided
Change in risk adjustment for non-

financial risk or risk expired
Experience adjustments

Changes that refate to future services

Contracts initially recognised in the year

Changes in estimales that adjusl the
CSM

Changes in esfimates that resull in
losses and reversals of fosses on
onerous contracts

Ghanges that relate to past services

Adjustments to liabilities for incurred
claims

Adjustments to liabilities for remaining
coverage

Insurance service resulf

Net finance expenses from insurance
coniracts
Effect of movements in exchange rales

Total changes in the statement of
profit or foss and OCl

Cash flows

Premiums received

Claims and other insurance service
expenses paid, including investment
components

Insurance acguisition cash flows

O1lher ameounts received

Total cash flows

Net closing balance as at
31 December

Closing assets

Closing liabilities

Net closing halance

2025
CSM
Estimates of Risk Confracis
present value adfustment for under fair
of fufure non-financial value fransition
cash flows risk approach Qther conlracts Total
3 $ § $ $

58,927,856,144

1,456,768,732

8,075,446,400

2,147,051,663

69,507,120,969

58,927,856,144

1,456,768,732

8,075,446,400

2,147,051,683

69,507,120,969

(559,724,381

(221,433,306)

(781,157,687)

- 7,204,397 - 7,204 397
{43,505,194) - . (43,505,194)
{1,922,041,234) 110,315,128 - 1833515510 21,889,404
(522,275,675) 130,046,157 (40,042,214) 423,272,032 -
{74,546,940) 8,911,458 - - (65,635,482)
182,477,878 - - - 182,477,878
(10,443,714) - - - (10,443,714)
(2,360,335,179) 266,377,140 (600,666,595)  2,035454,236 (689,170,398)
5,597,734,803 - 153,541,045 46,310,788 5,797,587,536
138,067,568 1,663,038 16,024,885 (11,398,418} 144,577,973
3,345 467,192 268,261,078 (431,099,765)  2,070,368,606 5,252,995,111

16,026,385,940

{6,911,337,242)
(3,923,723,187)
2,580,123,04%

16,026,385,940

(6,911,337,242)
{3,023,723,187)
2,580,123,948

7,771,449,460

7,771,442,460

70,044,772,796

1,725,027,810

8,544,346,635

4,217,418,200

82,531,565,540

70,044,772,796

1,725,027,810

8,544,346,635

4,217,418,299

82,531,565,540

70,044,772,796

1,725,027.810

6,644,346,635

4,217,418,280

82,631,665,540
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Insurance and reinsurance contracts (continued)

YF Life insurance Infernational Limited
Financial statementis for the year ended 31 December 2025

Movements in insurance and reinsurance contract balances (continued)

Insurance confracts {continued)

Analysis by measurement component - Contracts not measured under the PAA (continued)

Balance as at 1 January

Opening assels
Opening liabilities

Net opening halance

Changes In the statement of profit or

loss and OCI:

Change that refate to current services

CEM recognised for services provided
Change in risk adjustment for non-

financial risk or risk expired
Experience adjustiments

Changes that relate to ftifure services

Conlracts initially recognised in the year

Changes in estimales Lhat adjust the
CSM

Changes in estimates that resuitin
losses and reversals of losses on
onerous contracts

Chanyes that relale to past services

Adjustments fo liabilities for incurred
claims

Adjusiments to liabilities for remaining
coverage

Insurance service result

Net finance expenses from insurance
contracls
Effect of movements in exchange rates

Total changes in the statement of
profit or loss and OCI

Cash flows

Premiums received

Claims and other insurance service
expenses paid, including invesiment
componanis

Insurance acquisition cash flows

Glher amounts received

Total cash flows

Net closing halance as at
31 December

Closing assets

Closing liabilities

Net closing balance

2024
CSM
Esfimales of Risk Contracis
present value adjusiment for under fair
of fulure non-financial value fransition
cash flows risk approach Other conlracts Tolai
5 $ $ $ &

53,686,314,074

1.688,681,017

6,193,932,885

1,905,828,298

63,474,656,274

53,686,314,074

1,688,681,017

6,193,932,885

1,805,828,298

£3,474,656,274

(555,598,558)

{137,048,697)

(692,647.253)

- 30,422,618 - - 30,422 618
(103,599,097 - - - (103,899,057)
(836,087,246) 92,482,466 - 765,772 572 22,167,792
{429,161,373) (362,237,268)  1,210,794,188 (418,305,547) -

(26,186,012 18,042,895 - . (8,123,117)
100,076,633 - . - 100,076,633
(9.947,306) - - - (9,947,306)

(1,305,184,401) {221,269,289) 655,195,632 209,328,328 (661,949,730)

2,927,955,567 - 171,927,162 46,316,352 3,146,199,081
(355,599,786) (10,524,096) (45,609,279} (14,42%,285) (426,155,346)

1,267,171,380 {231,844,285) 781,513,515 241,223,305 2,068,094,005

12,023,935,953

(7,261,204,387)
(2.082,439,830)
1,294,168,954

12,023,035,953

(7,261,294,387)
(2,082,439,830)
1,204,168,954

3,974,370,660

3,974,370,630

58,927,856,144

1,456,766,732

6,975,446,400

2,147,051,693

69,567,120,969

58,927,856,144

1,456,766,732

6,975,446,400

2,147,051,693

£9,507,120,969

58,927,856,144

1,456,766,732

6,975,446,400

2,147,051,693

£9,5607,120,969
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Insurance and reinsurance contracts (continued)

YF Life Insurance International Limited
Financial sfatements for the year ended 37 December 2025

Movements in insurance and reinsurance contract balances (continued)

Reinsurance contracts

Analysis by remaining coverage and incurred claims

Balance as at 1 January

Opening assets
Opening liabilities

MNet opening balance

Changes in the statement of profit or
loss and OCE:

Alfocation of reinsurance premium
paid

Amounts recoverable from reinsurers

Recoveries of incurred claims and other
insurance service expenses

Recoveries and reversals of recoveries
of losses on onerous underlying
colracts

Adjusiments to assels for incurred claims

lnvestment componenis and premium
refunds

Effect of changes in non-performance
risk of reinsurers

Net Incomel(expenses) from
reinsurance contracts

Net finance incomef{expense) from
reinsurance contracts
Effect of movement in exchange rates

Total changes In the statement of
profit or loss and OCI

Cash flows
Premiums paid
Amounis received
Other amaounts (received)/paid
Total cash Hows
Net closing balance as at
31 December
Closing assels
Closing liabilities

Net closing balance

2025
Assels for remaining coverage Assets for incurred claims
Excluding
loss-recovery Loss-recovery Contracls nof Conlracls
component component under PAA urider PAA Tolal
$ $ $ $ $
6,265,013,400 78,524,662 408,605,056 38,673,060 6,780,716,168
6,265,013,400 78,524,662 408,605,056 38,673,650 6,790,716,168
(291,556,868) " - - {291,5656,968)
- {39,322,364) 285,708,136 14,424,688 260,810,458
- (15,788,223) - - (16,788,223)
- - 99,762,694 3,439,111 103,201,805
- (55,116,587) 385,470,830 17,863,797 348,224,040
(2,436,307,724) - 2,436,172,437 135,287
24,110,330 - - - 24,110,330
(2,703,754,262) (55,110,587} 2,821,643,267 17,999,084 80,777,402
459,262,866 1,272,892 {983,186) 22,725 459,576,317
16,047,344 130,243 (1,022,566) {24,88D) 15,130,141
{2,228,444,152) (563,707,452) 2.819,637,535 17,896,929 555,482 860
2,871,782,531 - - - 2,871,762,531
- - (2,540,287,929) (2,381,165)  {2,542,669,124)
(16,264,214) - (176,635,035} - (192,8G0,249)
2,855,498,317 - (2,716,823,964) {2,381,195} 136,293,158
6,892,067,565 24,817,210 511,418,627 54,188,784 7.482,492,186
6,892,067,565 24,817,210 511,418,627 54,188,784 7,482,492 186
6,892,067,565 511,418,627 54,188,784 7,482,492,186

24,617,210
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Insurance and reinsurance contracts (continued)

YF Life Insurance Internalional Limited
Financial statements for the year ended 31 December 2025

Movements in insurance and reinsurance contract balances (continued)

Reinsurance contracts (continued)

Analysis by remaining coverage and incurred claims (continued)

Balance as at 1 .January

Opening assels
Opening liabilities

Net opening balance

Changes in the statement of profit or
foss and OCL

Allocation of relnsurance premium
paid

Amounts recoverable from relnsurers

Recoveries of incurred claims and other
insurance service expenses

Recoveries and reversals of recoveries
of losses on onerous underlying
contracis

Adjusiments to assets for incurred claims

investment compenenls and premium
refunds

Effect of changes in non-performance
risk of reinsurers

Net incomel{expenses} from
reinstirance contracts

MNet finance income from reinsurance
contracls
Effect of movement in exchange rates

Total changes in the statement of
profit or loss and QOC|

Cash tiows
Premiums paid
Amounts received
Other amounls ({receivedy/paid
Total cash flows
Net closing balance as at
31 December
Closing assets
Closing liabilities

Net closing balance

408,605,056

2024
Assets for remaining coverage Assefs for incurred claims
Excluting
loss-recovery Loss-recovery Ceniracls not Conlracts
component component under PAA under PAA Tolal
& $ $ 5]
5,747,747,348 181,666,803 563,114,583 25,136,830 6,517,665,664
5,747,747 348 181,666,893 563,114,583 25,136,830 6,517 665,664
(214,459,392) - - - {214,459,382)
- {101,119,380) 161,802,808 11,016,211 71,699,639
- {5,809,184) - - (5,800,184)
- - 79,741,078 4,623,655 84,354,733
- {106,928,564) 241,543,886 15,639,866 160,255,188
{1,437,930,314) - 1,437,628,072 304,242 -
4,835,665 - - - 4,835,665
(1,647,554,041) (106,928,564} 1,679,169,958 15,944,108 {59,368,539)
423,135,445 4,252 826 411,010 18,224 427,817,505
{46,124,185) (466,493} {1,677,975) {20,213) (48,288,866)
(1,270,542,781) (103,142,231} 1,677,802,993 15,842,119 320,160,100
1,816,28%,082 - - - 1,816,281,982
- - {2,613,451,738) (2,505,899) {2,615,957 837)
{28,473,14%} - 781,039,208 - 752,566,059
1,787,808,833 - (1,832,412,530) (2,505,889) (47,109,596}
6,265,013,400 78,624,662 408,605,066 38,573,050 6,780,716,168
6,265,013,400 78,624,662 408,605,056 38,573,050 6,790,716,168
6,265,013,400 78,524,662 38,673,080 6,790,716,168
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Insurance and reinsurance contracts (continued)

YF Life Insurance International Limifed
Financial statements for the year ended 31 December 2025

Movements in insurance and reinsurance contract balances (continued)}

Reinsurance contracts {(continued)

Analysis by measurement component - Contracts not measured under the PAA

Note

Balance as al 1 January

Opening assels
Cpening Habilities

Nut opening balance

Changes in the statement of profit or
loss and OCL

Charge that relate to current services

CSM recognised for services provided
Change in risk adjustment for non-

financial risk or risk expired
Exparience adjustmenls

Changes that refate to future services

Contracis initially recognised in the year

Changes in estimates that adjust the
CSM

Changes in estimates that relate to
lesses and reversals of losses on
onsrous underlying coniracts

22(c)

Changes that relate to past services

Adjustments to assets for incusred claims
Effecl of changes in non-performance
risk of reinsurance

Net income/{expenses) from reinsurance
conlracls

Net finance income from reinsurance
confracts

Effect of movements in exchange rales

Total changes in the statement of
profit or loss and OCI

Cash flows

Premiums paid

Amounis received

Cifer amounls received

Total cash fiows

Net closing balance as at
31 December

Closing assels

Closing fiabilities

Net closing halance

2025
CSM
Coniracls
Estimates of Risk under fair
present value adjustment for value
of future non-financial transition QOther
cash flows risk approach conlracls Toltal
$ $ $ $ $
5,686,702,425 164,980,084 841,019,532 62,689,351 6,755,391,392
5,686,702,425 164,980,084 841,019,532 62,689,351 6,755,391,392
B - (32,464,231) (9,926,721) (42,390,952)
- (1,356,814) B (1,356,814)
11,503,133 - - 11,503,133
(17,752,654) 11,098,377 12,532,683 5,876,406
(95,222,930} 7.427,718 108,497,318 (20,702,106) -
(21,473,153) {191,476) - - {21,664,628}
99,762,693 - - 99,762,603
24,116,330 - - 24,110,330
927,419 16,975,805 76,033,087 (18,0986,144) 75,840,167
442,360,733 - 11,874,651 5,346,930 458,582,314
14,248,743 176,817 4,685,885 (3,086,771} 15,123,674
457,536,885 17,151,622 92,593,623 (16,735,985} 550,546,155
2,860,601,501 - - - 2,860,604,501
(2,540,287 929) - - - (2,540,287 929}
(192,800,249) - - - (192,800,249}
127,513,323 . - - 127,513,323
6,271,752,643 182,131,706 933,613,155 45,953,365 7.433,450,870
6,271,752,643 182,131,708 933,613,155 45,953,366 7,433,450,870
6,271,752,643 182,131,706 933,613,165 7.433,450,870

45,953,368
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Insurance and reinsurance contracts (continued)

YF Life Insurance Infernational Limited
Financial statements for the year ended 31 December 2025

Movements in insurance and reinsurance contract balances (continued)

Reinsurance contracts (continued)

Analysis by measurement component - Contracts not measured under the PAA (continued)

Note

Balance as at 1 January

Opening asseis
Opening liabilities

Net opening halance

Changes in the statement of profit or
loss and OCl:

Change that relate to current services

CSM recognised for services provided
Change in risk adjuslment for non-

financial risk or risk expired
Experience adijustmenls

Changes that relale to future services

Coniracts initially recognised in the year

Changes in estimates that adjust the
CSM

Changes in estimates that relate to
losses and reversals of iosses on
onerous underlying confracls

22(c)

Changes that relate to past services

Adjustments to assels for incurred claims
Effect of changes in non-performance
risk of reinsurance

Net expenses from reinsurance contracls

Nef finance income from reinsurance
conlracts

Effect of movemenis in exchange rates

Total changes in the statement of
profit or loss and OCI

Cash flows

Premiums paid

Amounts received

Clher amounts received

Total cash flows

Mot closing hatance as at
31 December

Closing assels

Closing liabilities

Net closing balance

2024
CSM
Conlracis
Esfimales of Risk under fair
present value adjusiment for vahie
of fufure non-financial {ransition Other
casfi flows risk approach contracts Tolal
$ 3 3 §
5,499,772,167 119,478,944 862,595,915 13,572,163 6,4985,419,179
5,499,772,167 119,478,944 862,595,915 13,572,153 6,485418,179
- - (20,759,364) (8,429,441) (29,188,805)
- 983,822 - - 093,922
(118,664,814) - - - (115,664,844)
(36,459,140} 8,634,379 - 33,798,308 5,973,647
(53,685,351) 36,542,120 (8,150,885} 25,294,107 -
{11,809,859) 127,129 - - (11,782,730
79,741,078 - - - 79,741,078
4,635,665 - - - 4,835,665
{136,142,421) 46,297,559 (28,910,249} 50,662,974 {68,002,137)
412,087 953 - 15,084,745 638,122 427,820,820
(37,551,069) (796,419) {7,760,879) {2,183,898) (48,292,265)
238,394,463 45,501,140 {21,576,383) 49,117,198 311,436,418
1,808,421,474 - - - 1,809,421 ,474
{2,613,451,738) - - - {2,613,451,738)
752,566,069 - - - 752,566,059
(51,464,205) . - - (51,464,205
5,686,702,425 164,980,084 841,019,532 82 689,351 5,755,361,392
5,686,702,425 164,980,084 841,019,532 62,689,351 6,755,391 ,392
164,980,084 841,019,532 6,785,391,392

5,686,702,425

126




YF Life Insurance International Limited
Financial statements for the year ended 31 December 2025

22 Insurance and reinsurance confracts (continued)
{b) Assets for insurance acquisition cash flows

The following table shows the reconciliation from the opening to the closing balance for
assets for insurance acquisition cash flows.

$
Balance as at 1 January 2024 2,408,769
Amounts incurred during the year {(note 9) 2,152,613,071
Amounts derecognised and included in the measurement of insurance
contracts {2,151,966,158)
Balance as at 31 December 2024 3,055,682
Balance as at 1 January 2025 3,055,682
Amounts incurred during the year {note 9) 4,196,166,898
Amounts derecognised and included in the measurement of insurance
contracts (4,195,796,483)
Balance as at 31 December 2025 3,426,097
The following table sets out when the group expects to derecognise assets for insurance
acquisition cash fiows after the reporting date.
As at 31 As at 31
December 2025  December 2024
$ $
One year or less 144,825 219,762
Two to five years 687,252 647,123
Five to ten years 673,661 643,751
More than ten years 1,920,359 1,645,046
3,426,097 3,055,682
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Insurance and reinsurance contracts (continued)

Effect of contracts initially recognised in the year

YF Life Insurance International Limited
Financial statements for the year ended 31 December 2025

The following tables summarise the effect on the measurement components arising from the
initial recognition of insurance and reinsurance contracts not measured under the PAA during

the period.

Insurance contracts

Year ended 31 December 2025

Claims and other insurance service
expense payable
Insurance acquisition cash flows

Estimate of present value of cash
outflows

Estimates of present value of cash
inflows

Risk adjustment for non-financial risk

CsM

Losses recognised on initial recognition

Year ended 31 December 2024

Claims ang other insurance service
expense payable
Insurance acquisition cash flows

Estimate of present value of cash
outflows

Estimates of present value of cash
inflows

Risk adjustment for non-financial risk

CsSM

Losses recognised on initial recognition

Profitable Onerous contracts

contracts issued

$

12,797,440,847
4,385,476,687

issued

$

1,405,721,915
167,968,730

Total

14,203,162,762
4,553,445,417

17,182,817,634

1,673,690,645

18,756,608,179

{18,123,640,008) {1,655,000,407} {20,678,649,413)
107,108,962 3,208,166 110,315,128
1,833,615,510 - 1,833,615,510

- 21,889,404 21,889,404

7,178,588,191 1,130,042,044 8,308,630,235

1,816,086,910

179,403,835

2,095,490,745

5,004,675101

1,309,445,879

10,404,120,980

{9,044,835,073) {1,285,373,153)  (11,240,208,226)
84,387,400 8,085,086 92,482,466
765,772,572 - 765,772,672

- 22,167,792 22,167,792
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22 Insurance and reinsurance contracts {continued)

(¢} Effect of contracts initially recognised in the year (continued)

(i)

Reinsurance confracts

Balance as at 31 December 2025

Estimates of present value of cash inflows
Estimates of present value of cash outfiows
Risk adjustment for non-financial risk
Income recognised on initial recognition

CSM

Balance as at 31 December 2024

Estimates of present value of cash inflows
Estimates of present value of cash outflows
Risk adjustment for non-financial risk
Income recognised on initial recognition

CSM

Reinsurance
contracts held

$

2,696,691,343

(2,714,443,997)
11,096,377
(5,876,406)

(12,532,683)

2,552,710,518
(2,589,169,658)
8,634,379
(5,973,547)

(33,798,308)

(d) Contractual service margin

The following table sets out when the group expects to recognise the remaining CSM in profit
or loss after the reporting date for contracts not measured under the PAA.

31 December 2025

More than
1 year or less 2to 5 years 5to 10 years 10 years Total
$ § ] 3 $
Insurance contracis 803,593,203 2,699,569,741 2,321,207 ,406 4,937,394 584 14,761,764,934
Reinsurance contracts (64,903,460} {257,375,445) (235,903,280% (421,384,336} {979,566,521)
31 Daecember 2024
More than
1 year or less 2 to 5 years Sto 10 years 10 years Total
$ $ $ $ $
Insurance contracts 741,816,554 2,437,905,268 2,023,749,388 3,919,022,883 9,122,498,093
Reinsurance contracls (62,788,881} (260,411,919} {221,208,620) (329,299,463} (903,708,883)
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Insurance and reinsurance contracts (continued)
Significant judgements and estimates

Fulfilment cash flows

Fulfilment cash flows comprise:

- estimates of future cash flows;

- an adjustment to reflect the time value of money and the financial risks related to future
cash flows, to the extent that the financial risks are not included in the estimates of future
cash flows; and

- avrisk adjustment for non-financial risk.

The group's objective in estimating future cash flows is to determine the expected value of a
range of scenarios that reflects the full range of possible outcomes. The cash flows from
each scenario are discounted and weighted by the estimated probability of that outcome to
derive an expected present value. If there are insurance contracts with significant financial
options and guarantees, then the group uses stochastic modelling techniques to estimate the
expected present value. Stochastic modelling involves projecting future cash flows under a
large number of possible economic scenarios for market variables.

Estimates of future cash flows

In estimating future cash flows, the group incorporates, in an unbiased way, all reasonable
and supportable information that is available without undue cost or effort at the reporting
date. This information includes both internal and external data about claims and other
experience, updated to reflect current expectations of future events.

The estimates of future cash flows reftect the group’s view of current conditions at the
reporting date, as long as the estimates of any relevant market variables are consistent with
observable market prices.

When estimating future cash fiows, the group takes into account current expectations of
future events that might affect those cash flows. However, expectations of future changes in
legisiation that would change or discharge a present obligation or create new obligations
under existing contracts are not taken into account untit the change in legislation is
substantively enacted.

Cash flows within the boundary of a contract relate directly to the fuifilment of the contract,
including those for which the group has discretion over the amount or timing. These include
payments to (or on behalf of) policyholders, insurance acquisition cash flows and other costs
that are incurred in fulfilling contracts.

To determine how to identify a change in discretionary cash flows, the group generally

regards its commitment o be the return implicit in the estimate of the fulfilment cash flows at
inception of the contract, updated to reflect current financial risk assumptions.
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Insurance and reinsurance contracts {continued)

Insurance acquisition cash flows arise from the activities of selling, underwriting and starting
a group of contracts that are directly attributable to the porifolio of contracts to which the
group belongs. Other costs that are incurred in fulfilling the contracts include:

- claims handling, maintenance and administration costs;
- costs that the group will incur in providing investment services; and

- costs that the group will incur in performing investment activities to the extent that the
group performs them to enhance benefits from insurance coverage for policyholders by
generating an investment return from which policyholders will benefit if an insured event
occurs.

Insurance acquisition cash flows and other costs that are incurred in fulfilling contracts
comprise both direct costs and an allocation of fixed and variable overheads.

Cash flows are attributed to acquisition activities, other fuifilment activities and other activities
using activity-based costing techniques. Cash flows attributable to acquisition and other
fulfilment activities are allocated to groups of contracts using methods that are systematic
and rational and are consistently applied to all costs that have similar characteristics. Other
costs are recognised in profit or loss as they are incurred.

Methodology and assumptions

(1) Mortality
Prudent mortality tables and industry mortality tables with margins are used. They are
compared with the group’s internal mortality experience on a regular basis to ensure
their appropriateness.

(2)  Morbidity
Morbidity is based on the reinsurer’s risk premiums which are relevant to its market
experience. It is compared with the group’s internal morbidity experience on a regular
basis to ensure its appropriateness.

(3) Withdrawal

Withdrawal rates are determined with reference to pricing assumptions and actual
experience.
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Insurance and reinsurance contracts (continued)

(4) Discount rates

All cash flows are discounted using risk-free yield curves adjusted to reflect the
characteristics of the cash flows and the liquidity of the insurance contracts,

The tables below set out the spot rates used to discount the cash flows of insurance
contracts for major currencies.

As at 31 Pecember

2025 1 year 5 years 10 years 15 years 20 years
usD 3.45% - 417% 3.70% - 4.42% 4.20% - 4.92% 4.67% - 5.39% 4.97% - 5.6%%
HKD 2.63% - 3.35% 2.72% - 3.44% 3.10% - 3.82% 3.33% - 4.05% 3.45% - 4.17%
As at 31 December

2024 1 year Syears 10 years 15 years 20 years
uso 4.11% - 4.85% 4.34% - 5.08% 4.55% - 5,29% 4.77% - 551% 4.90% - 5.84%
HKD 3.88% - 4.62% 3.60% - 4.34% 3.65% - 4.39% 3.72% - 4.46% 3.75% - 4.49%

Cash flows that vary based on the returns on any financial underlying items are
adjusted for the effect of that variability using risk-neutral measurement technigues and
discounted using the risk-free rates as adjusted for illiquidity.

Risk adjustments for non-financial risk

Risk adjustments for non-financial risk are determined to reflect the compensation that the
group would require for bearing non-financiai risk.

The risk adjustments for non-financial risk are determined using a confidence level
technique. The group estimates the probability distribution of the expected present value of
the future cash flows from insurance contracts at each reporting date and calculates the risk
adjustment for non-financial risk as the excess of the value at risk at the 75th percentile (the
target confidence level) over the expected present value of the future cash flows.

To determine the risk adjustments for non-financial risk for reinsurance contracts, the group
applies these techniques both gross and net of reinsurance and derives the amount of risk
being transferred to the reinsurer as the difference between the two resulis.

Contractual service margin

The CSM of a group of contracts is recognised in profit or loss to reflect services provided in
each year based on the number of coverage units provided in the year, which is determined
by considering for each contract the quantity of the benefits provided and its expected
coverage period. The coverage units are reviewed and updated at each reporting date.
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Insurance and reinsurance contracts (continued)
Investment components

The group identifies the investment component of a contract by determining the amount that
it would be required to repay to the policyholder in all scenarios with commercial substance.
These include circumstances in which an insured event occurs or the contract matures or is
terminated without an insured event occurring, i.e. surrender value in general. Investment
components are excluded from insurance revenue and insurance service expenses.

Fair value of insurance contracts

The group applied the fair value approach on transition to HKFRS 17. Actuarial appraisal
method is selected as the underlying methodology.

The cash flows considered in the fair value measurement are consistent with those that were
within the contract boundary. Therefore, the cash flows related to expected future renewals
of insurance contracts are not considered in determining the fair value of those contracts if
they are outside the contract boundary.

The group’s approach to measuring fair value differs from the HKFRS 17 requirements for
measuring fulfiiment cash flows in certain respects. These differences gave rise to a CSM at
the date of transition. In particular, in measuring fair value the group:

- considers the cash flows included in the measurement of fulfiiment cash flows but adjusts
them to reflect the perspective of market participants. For example, expense cash flows
are increased to cover a reasonable level of general overheads that are not directly
attributable to fuifilling the insurance contracts but that a market participant acquiring the
contracts would expect to bear; and

- includes a margin comprising a risk premium to reflect what market participants would
demand as compensation for the uncertainty inherent in the cash flows and a profit margin
to reflect what market participants would require to assume the obligations to service the
insurance contracts.

Underlying items of contracts with direct participating features

See note 19 for the composition and the fair value of underlying items of the group’s
participating contracts at the reporting date.
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investment contract liabilities

Note
Policyholders’ deposits (i)
Future policyholders’ benefits (i)
Unearned revenue liability (iii)

Notes:
(i) Policyholders’ deposits

Analysis of movement in policyholders’ deposits:

At 1 January

Contributions received during the year

Net fee and charges deducted from account
balances (note 7)

Interest credited to account balances

Redemptions due for payment in current year

Other movements

Exchange alignment

At 31 December
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2025 2024

¥ $
4,624,734,100 4,467,913,936
86,898,915 89,846,352
545,195,941 538,708,456

5,156,828,956 5,006,468,744

2025 2024

$ $
4,467,913,936  4,505,380,762
118,516,654 100,684,951
(20,489,282) (21,043,912)
204,633,549 182,838,560
(244,408,317)  (287,507.463)
1,934,576 (8,515,880)
(3,367,016) (3,923,082)

4,524,734,100 4,467,913,936
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(if)

(i)

(iv)

Future policyholders’ benefits

Analysis of movement in future policyholders’ benefits:

At 1 January

Movement during the year
Exchange alignment

At 31 December

Unearned revenue liability

Analysis of movement in unearned revenue liability:

At 1 January

Amount deferred
Amortisation and other adjustments for the year

Exchange alignment

At 31 December

YF Life Insurance International Limited

Financial stafements for the year ended 31 December 2025

2025 2024

$ $
89,846,352 82,833,539
(2,883,581) 7,086,482
(63,856) (73,669)
86,898,915 89,846,352
2025 2024

$ $
538,708,456 533,934,623
18,235,976 18,625,432
(11,342,863) (13,384,830)
545,601,569 539,175,225
(405,628) (466,769)
545,195,941 538,708,456

The amount of investment contract liabilities expected to be settled after more than one
year is $4,875,730,879 (2024 $4,844 825 441). The fair value of these liabilities is the
amount payable on demand, and changes in the credit risk of these liabilities have not

had any material impact on their fair value.
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24 l.ease liabilities

The following table shows the remaining contractual maturities of the group’s lease liabilities
at the end of the current and previous reporting period:

2025 2024
Present Present
value of the Total lease value of the Total lease
lease payments payments  fease payments payments
3 $

Within 1 year 83,193,573 88,467,799 88,805,769 93,756,692
Afler 1 year but within 2 years 53,646,898 55,672,355 51,530,546 53,734,093
After 2 years but within 5 years 16,419,943 16,673,592 24,889,035 25,435,782
70,066,841 72,245,947 76,419,681 79,169,875

153,260,414 160,713,746 165,225,350 172,926,567

Less: total future interest expenses 7,453,332 7,701,217

Present value of lease liahilities 163,260,414 165,225,350

25 Other liabilities

Note 2025 2024

$ $

Payables and accrued expenses 715,053,804 405,299,403
Derivatives collateral 106,532,400 -
OCther liabilities (i) 303,177,981 230,224,859
(iH) 1,124,764 375 635,524,262

Notes:

(iy  Other liabilities represented policyholders’ deposits of $280,210,718 (2024:
$216,631,426) and future policyholders’ benefits of $22,967,263 (2024: $13,593,433)
relating to other business.

(i)  All of other liabilities and payables are expected to be settled within one year or on
demand.
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Tax payable in the statement of financial position represents:

Hong Kong

Provision for Hong Kong Profits Tax for the year
Provision for global minimum tax for the year
Provisional Prefits Tax paid

Balance of Profits Tax provision relating to prior years

Macao

Provision for Macao Complementary Tax for the year

Provision for global minimum tax for the year

Balance of provision for Macao Complementary Tax
relating to prior years

QOverseas

Provision for Corporate income Tax for the year
Provisional Corporate income Tax paid

Amount of tax payable expected fo be seitled within
one year

Amount of tax payable expected fo be settled after
more than one year
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2025 2024

3 $
90,122,144 68,773,524
81,930,469 -
(45,739,694) (44,131,336)
126,312,919 24,642,188
(21,332) (21,332)
126,291,587 24,620,856
- 7,838,115

719,710 -
1,519,379 612,316
2,239,089 8,450,431
20,244 -
(11,794) .
8,450 .
128,539,126 33,071,287
45,888,947 33,071,287
82,650,179 .
128,539,126 33,071,287
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'l 26 Income tax in the statement of financial position (continued)
(b) Deferred fax assets/(liabilities) recognised:
(i) Movement of each component of deferred tax assets and liabilities

The components of deferred tax assets/(liabilities) recognised in the consolidated statement
of financial position and the movements during the year are as follows:

Deferred tax arising from:

Different
reporiing hasis
in foreign Expecled Revaluation of
Note Tax loss Jurisdictions credff joss investments Total
$ $ $ $ $
At 1 Januvary 2024 - Net - (228,880,713} 7,389,588 66,535,197 (164,955,927}
Charged to profit or loss 10{a) - (52,647,479} (3,233,337) - (55,880,816)
Charged 10 reserves 10{b) - 29,471,646 - 28,065,686 57,537,332
Al 31 December 2024 and at
1 January 2025 - Net - {262,086,546) 4,166,252 94,600,883 {153,269,411)
Charged to profit or loss 10{a) 14,136,937 (10,259,709) (376,084) - 3,461,144
Charged 1o reserves 10(0) - 17,791,073 - 13,714,879 31,605,052
Exchange alignment - - {26,826} (26,828)
At 31 December 2025 -
Net 14,136,937 {244,575,182) 3,790,168 708,288,936 {918.359,141)
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Income tax in the statement of financial position (continued)

The group has not recognised deferred tax assets in respect of tax losses of $8,818,535 at
31 December 2025 (2024: $4,018,434) as the directors considered that it is not probable that
future taxable profits against which the losses can be utilised will be available in the relevant
tax jurisdiction and entity. As at 31 December 2025, ali tax losses do not expire under the
current tax legislation.

Reconciliation to the consolidated statement of financial position

2025 2024
$ $
Net deferred tax asset in the consolidated statement of
financial position 126,216,041 98,767,135
Net deferred tax liability in the consolidated statement
of financial position (244,575,182) (252,066,548)

(118,359,141)  (153,299,411)

Capital and reserves
Reserve

The fair value reserve comprises the cumulative net change in the fair value of debt
securities measured at fair value through other comprehensive income held at the end of the
reporting period (see note 1(h)}).

The fair value reserve (non-recycling) comprises the cumulative net change in the fair value
of equity investments designated at FVOCI under HKFRS 9 that are held at the end of the
reporting period (see note 1(h)).

The hedging reserve comprises the effective portion of the cumulative net change in the fair
vaiue of hedging instruments used in cash flow hedges pending subsequent recognition of
the hedged cash flow in accordance with the accounting policy adopted for cash flow hedges
(see note 1(j)).

The exchange reserve comprises all foreign currency exchange differences arising from the
translation of the financiai statements of foreign operations.

The insurance and reinsurance finance reserve comprises the cumulative insurance or
reinsurance finance income or expenses recognised in other comprehensive income.
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Capital and reserves (continued)

Issued share capital

2025 2024
No. of shares Amount No. of shares Amount
$ 5
Ordinary shares, issued and
fully paid:
At 1 January and 31 December 3,716,000,000 4,540,000,0G0 3,716,000,000 4,540,000,000

in accordance with section 135 of the Hong Kong Companies Ordinance, the ordinary shares
of the group and the company do not have a par value.

The holders of ordinary shares are entitled to receive dividends as declared from time to time
and are entitled to one vote per share at meetings of the company. All ordinary shares rank
equally with regard to the company's residual assets.

Capital management

The group’s primary objectives when managing capital are to safeguard the group’s ability to
meet its obligations and continue as a going concern, so that it can continue to provide
returns for shareholders, by pricing products and services commensurately with the level of
risk and by securing access to finance at a reasonable cost.

The capital structure of the group consists of share capital and reserves as shown in the
consolidated statement of financial position. In respect of the group’s insurance operations
in Hong Kong and Macao, the regulators are interested in ensuring that the company
maintains an appropriate solvency position to meet its liabilities arising from claims maturities
and surrenders from its life insurance contracts. Pursuant to the Hong Kong Insurance
Ordinance and the Macau Insurance Qrdinance, the company has to meet the requirements
on solvency margin. If the company fails to comply with the requirements, the regulators
may require the company to submit a plan for the restoration of a sound financial position or
a short term financial scheme as appropriate, to the satisfaction of the regulators. The
company complied with the solvency margin requirements for the years ended 31 December
2025 and 2024.
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YF Life Insurance International Limited
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Commitments
Capital commitmenits

The group has capital commitments amounted to $Nil (2024: $1,858,930). The amount was
not provided for in the financial statements.

investment commitments

in the normal course of business, the group enters into commitments o purchase certain
investments. The group has investment commitments contracted for amounted to

$4,332,068,771 (2024: $2,951,504,089). The amount was not provided in the financial
statements.

In addition, the group has entered into the AHF/l Agreement with New Alternative during the
year. Under the AHF/l Agreement, the group agreed to provide New Alternative with a
secured, non-revolving term loan facility in the principal amount of $7.8 billion. As at 31
December 2025, the remaining loan facility principal amount is $6.6 billion.

Material related party transactions

Transactions with key management personnel

The remuneration for key management personnel, including amounts paid to the company’s
directors disclosed in note 11 to the financial statements, is as follows:

2025 2024

$ )

Short term employee benefits 15,233,168 9,040,640
Post employment benefits 849,729 670,728

16,082,897 9,711,368

Total remuneration is included in “staff costs” in note 9 to the financial statements.
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Material related party transactions (continued)

Transactions with other related parties

During the year, the group entered into the following material related party transactions:

2025 2024

$ $

Investment management fee (note i) 84,286,520 84,118,833
Policies endorsement fee (note ii) 3,700,907 4,160,434
Premium received {note iii) 2,357,383 2,559,867
Interest income (note iv) 5,170,039 -

Notes:

(B

(i)

(iii)

(iv)

The group incurred an investment management fee to Barings with significant influence
over the immediate holding company of the group. The ouistanding balance arising
from the transaction amounted to $84,253,408 (2024: $43,049,898).

The group incurred policies endeorsement fee to an entity with significant influence over
the immediate holding company of the group. The outstanding balance arising from
the transaction amounted to $582,782 (2024: $673,815).

The group received premium from a fellow subsidiary. The outstanding balance arising
from the transaction amounted to $2,357,383 (2024; $2,559,867).

The group recognised interest income from its investment exposure relating to the
AHF/I Agreement with a related party, New Alternative. New Alternative is a wholly-
owned subsidiary of Yunfeng Capital, which is 60% owned by Mr. Yu Feng, one of the
directors of the group. As at 31 December 2025, the outstanding balance arising from
this transaction amounted to $5,170,039 (2024: $Nil).
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Assets

Fixed assets

Investments in subsidiaries

Investments in associates

Deferred tax asset

Intangible asset

Other contract asset

Investments

Reinsurance contract assets

Other receivables, deposits and prepayment

Fixed bank deposits with original maturity over 3
months

Cash and cash equivalents

Total assets

Liabilities

Other liabilities

Financial liabilities at fair value through profit or loss
Tax payable

Insurance contract liabilities

Investment contract liabilities

Lease liabilities

Deferred tax liahilities

Total liabilities

NET ASSETS
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31 December
2025
$

577,108,056
159,939,073
73,792,804
126,216,041
14,964,615
463,211,947
91,154,088,199
7,482,492 186
1,599,470,904

1,032,071,295
4,580,804,554

30 Company-level statement of financial position at 31 December 2025

31 December
2024
$

604,705,759
169,839,073

98,767,135
14,929,942
456,663,099
77,693,511,365
6,790,716,168
1,468,444 257

993,798,122
3,884,005,886

107,264,159,674

1,342,060,108
429,740,582
128,530,676
82,629,053,348
5,156,828,956
151,364,123
244 575,182

92,166,380,806

854,788,469
425,782,027
28,530,049
69,617,927,842
5,096,468,744
165,225,350
252,066,546

90,082,152,975

76,440,789,027

- 17,182,006,699

156,725,591,779
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30 Company-level statement of financial position at 31 December 2025 (continued)

31 December 31 December
Nofe 2025 2024
$ $

CAPITAL AND RESERVES
Share capital 27{h)  4,540,000,000 4,540,000,000
Retained earnings 27(a) 12,905,429,959  11,824,745,185
Reserves 27(a) (263,423,260) (639,153,406)
TOTAL EQUITY 17,182,006,689 15,725,691,779

Approved and authorised for issue by the board of directors on 7 § Ak 0%

('/—
- %‘ j
Xiah ZHANG Man Ko Chén
Director Director
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Immediate and ultimate controlling party

At 31 December 2025, the directors consider the immediate parent and ultimate controlling
party of the group to be Yunfeng Financial internaticnal Holdings Limited and Yunfeng
Financial Group Limited respectively, both of which are incorporafed in Hong Kong. Yunfeng
Financial Group Limited produces financial statements available for public use.

Possible impact of amendments, new standards and interpretations issued but
not yet effective for the year ended 31 December 2025

Up to the date of issue of these financial statements, the HKICPA has issued a number of
new or amended standards, which are not yet effective for the year ended 31 December
2025 and which have not been adopted in these financial statements. These developments
include the following which may be relevant to the group.

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 8, Financial instruments and HKFRS 7, 1 January 2026
Financial instruments: disclosures — Amendments to the classification
and measurement of financial instruments

Annual improvements to HKFRS Accounting Standards - Volume 1 1 January 2026
HKFRS 18, Presentation and disclosure in financial statemernis 1 January 2027
HKFRS 19, Subsidiaries without public accountability. disclosures 1 January 2027

The group is in the process of making an assessment of the impact of these developments.
So far it has concluded that the adoption of them is unlikely to have a significant impact on
the consolidated financial statements.

Net operating profit after tax

For management decision making and internal performance management purpose, the
group refers {o the net operating income ("NOI”) representing profit generate from core
business activilies for the year, and is derived from profit after tax under accounting policies
same as those applied in preparing the group’s consolidated financial statements for the year
adjusting for short-term fluctuations in investment returns, short-term fluctuations in discount
rate impact applied to the change of fulfilment cash flow of insurance contract liability, short-
term fluctuation exchange rate causes the difference between derivative instruction market fo
market gain/loss and net exchange impact of net asset position denominated in foreign
currencies and other items considered either non-recurring in nature and/or considered by
management not relevant for evaluation of core business operation result. The net operating
income for 2025 amounted to $1,385,000,000 (2024: $1,167,000,000).
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