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Company Profile

The Company, the largest property and casualty insurance company
on the Chinese mainland, was established in July 2003 with
PICC Group as its sole promoter. The Company became the first
domestic financial enterprise listed overseas when the Company
was successfully listed on the Main Board of the Hong Kong Stock
Exchange on 6 November 2003. The Company currently has a total
share capital of 22,242,765,303 shares, of which 68.98% are held
by PICC Group.

PRINCIPAL ACTIVITIES

Motor vehicle insurance, commercial property insurance, cargo insurance, liability
insurance, accidental injury insurance, short-term health insurance, agriculture insurance,
credit insurance, surety insurance, homeowners insurance, marine hull insurance and
other insurance business, which are denominated in RMB and foreign currencies, and
the related reinsurance business as well as investment and funds application business
permitted under the relevant laws and regulations of the PRC.
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PICC Property and Casualty Company Limited

Financial Summary

Financial Summary

Summaries of the results and the assets and liabilities of the Company and its subsidiaries for each of the past five
financial years are set out as follows:

RESULTS
Year ended 31 December
2020 2019 Change 2018 2017 2016
RMB million  RMB million %  RMB million ~ RMB million — RMB million
(Restated)

Gross written premiums 433,187 433,175 - 388,769 350,314 311,160
Underwriting profit 4,177 3,177 31.5 5,304 8,705 5,024
Investment income 17,709 16,986 4.3 16,635 15,382 15,073

Net realised and unrealised gains/
(losses) on investments 1,520 733 107.4 (1,226) 1,136 922

Share of profits or losses of

associates and joint venture 3,951 4,250 -7.0 4,482 4,575 2,945
Profit before tax 24,676 23,783 3.8 23,428 27,161 22,451
Income tax (expense)/credit (3,808) 496 - (7,942) (7,353) (4,430)
Profit for the year 20,868 24,279 -14.0 15,486 19,808 18,021

In 2018, the Company and its subsidiaries amended its compositions of underwriting profit based on industry practice.
The Company and its subsidiaries reclassified certain other income and other expenses which will no longer be eligible
for inclusion in underwriting profit. Prior year comparative figures have been revised accordingly, resulting in a reduction
in underwriting profit of RMB590 miillion for the year ended 31 December 2017. Figures of 2016 have not been restated.

ASSETS AND LIABILITIES

At 31 December

2020 2019 Change 2018 2017 2016

RME million  RMB million %  RMB million  RMB million  RMB million

Total assets 646,801 596,081 8.5 550,619 524,566 475,949
Total liabilities 456,770 426,127 7.2 409,116 391,452 356,637
Total equity 190,031 169,954 11.8 141,503 133,114 119,312
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Business Development
Achieved Positive Growth

PICC Property and Casualty Company Limited

Financial Summary

—

Underwriting Profitability
Improved

&
RMB 433,1 87 million

Gross written premiums

31.8%

Market share

Total Investment
Income Hit a New High

&
RMB 4,1 77 million

Underwriting profit

98.9%

Combined ratio

Overall Profitability
Maintained Stable

RMB 23,1 80 million

Total investment income

4.8%

Total investment yield

Financial Strength
Enhanced Steadily

RMB 24,676 million RwMB 20,868 million

Profit before tax Profit for the year

Dividend Payout Ratio
Remained Stable

S

RMB 646,801 million rRmB 1 90,031 million

Total assets Total equity

—

&>
avs 0.375 409%

Proposed dividend per share Dividend payout ratio
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Company Honours

Company Honours
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" BUSINESS DEVELOPMENT STRENGTHS _

21st Century Business Herald

Best Property Insurance Company of the Year 2020 in Asia -

the property insurance company ranking the 1st for 12 consecutive years
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BUSINESS DEVELOPMENT
STRENGTHS

Top 100 Hong Kong Listed Companies Research Centre, Finet
Ranked 31st in the main list of
“Top 100 in Comprehensive Strengths” of
“HONG KONG STOCKS - TOP 100”

On list for 8 consecutive years

Moody’s Investors Service
A1 Insurance financial strength rating
(Stable Outlook)

the highest level among the domestic insurance companies

The Paper
Insurance Company of the Year
(Property Insurance)

Financial Times
Best Insurance Company in
Serving “Six Priorities” and
Stability in Six Areas for the Year

the only awarded company
in insurance industry

Shanghai Securities News
Excellent Insurance Protection
Brand of the Year

._

J

PICC Property and Casualty Company Limited

Company Honours

CORPORATE SOCIAL
RESPONSIBILITY

A Grand Gathering Marking the
Nation’s Poverty Alleviation Accomplishments

Anti-poverty Role Models

were awarded to
“Jiangxi Le’an County-level Branch and Division of Insurance
Poverty Alleviation of Department of Agriculture Insurance
and Insurance Poverty Alleviation of the headquarter”

China Association for Disaster Prevention
Outstanding Contribution Award for
Fighting against the Pandemic

the only awarded insurance company

Economic Media Association of China, China Times

Contribution Award for Targeted
Poverty Alleviation of the Year 2020

the only awarded company in insurance industry

r SERVICE AND TECHNOLOGY
INNOVATION

China Banking and Insurance News
2019-2020 Golden Medal Service Institution
2019-2020 Model Medal Case of Service Innovation

was awarded to
“Traffic Police and Insurer Joint Work”
Securities Times
2020 China Insurance Industry Innovation Ark Award

was awarded to
“Traffic Police and Insurer Joint Work”

China Business News

Insurance Technology Innovation of the Year

IDC Financial Insights
Technology Application Scenario Innovation Award
in China Financial Industry

was awarded to
“Integrated Project of Agriculture Insurance Digital Transformation”

The Data Management Community (DAMA)

Data Governance Best Practice Award

was awarded to
“The Construction of Data Resource Management System
Based on Big Data Resource Centre”
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PICC Property and Casualty Company Limited

Chairman’s Statement

Chairman’s Statement

Mr. Luo Xi

Chairman

DEAR SHAREHOLDERS,

We pursue excellence in providing warm insurance services. The new era bestows new mission upon the people’s
insurance. In the face of tests and challenges, the Company has demonstrated resilience and perseverance and proceeded
with the pursuit of excellent insurance with more prudence and stronger momentum.

The year of 2020 is an extraordinary year, and also marks the conclusion of the “Thirteenth Five-Year Plan”. This year
has witnessed the global outbreak of COVID-19, the severe recession in the world economy, and the accelerated
transformation of the international landscape, while China’s economy takes the lead in recovering and moving forward
against the trend, showing strong resilience. The Company has worked with the people across the whole country to
fight against the pandemic, stabilise the operation and prevent risks by firmly facilitating the capability construction,
overcoming hardships and challenges brought by COVID-19, responding to the comprehensive reform of motor vehicle
insurance business and solving all kinds of risk challenges, taking solid steps in high-quality development. In 2020, the
original premium income of the Company has reached RMB432,019 million, representing a positive growth year-on-year,
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Chairman’s Statement

and maintaining the first position in terms of market share. The underwriting profit recorded a year-on-year increase
of 31.5%; the net profit has exceeded the target set by the Board; and the return on equity (ROE) was 11.6%. In the
context of the increasingly downward pressure on the economy, the Company proposed cash dividends of RMB0.375
per share to the shareholders. The Company was listed on the “Top 100 Companies in Comprehensive Strength” of
“Hong Kong Stocks — Top 100” for 8 consecutive years, ranked the first among property insurance companies in the
“Asian Insurance Competitiveness” for 12 consecutive years, and maintained the A1 Moody’s credit rating, which is the
highest rating among insurance companies in Chinese mainland.

Showing consolidarity in fighting against the pandemic, demonstrating the mission and responsibility of a central
state-owned enterprise. In the face of the sudden pandemic of COVID-19, the Company rallied under the guide of
the CPC Central Committee and devoted to the prevention and control of the pandemic. We promoted online services,
upgraded insurance supply and expanded insurance coverage; organised donations and voluntary services; and supported
the resumption of work and production with uninterrupted insurance services, shouldering the mission and responsibilities
as a financial central state-owned enterprise with perseverance and warm-hearted services. The Company has received
wide compliments from local governments and customers, nearly 50 provincial government leaders across the country
giving affirmations to us for the non-reserved support for local governments to win the fight against the pandemic and
the help on the resumption of work and production.

Serving the national significant strategies and providing guarantees for people’s enjoyable life. In terms of serving
the new development paradigm featuring the domestic and international dual circulations, the Company explored
and developed the industrial insurance, expanded the coverages of the short-term export credit insurance and domestic
trading credit insurance, and improved the first set of major technical equipment, technology insurance, patent insurance
and other product systems. The Company has been awarded the “Best Insurance Company in Serving Six Priorities and
Stability in Six Areas for the Year”. In terms of serving the rural rejuvenation and poverty alleviation, the Company
spurred the development of agriculture insurance by expanding the coverage, raising the standards and diversifying the
products, and innovated the “Insurance +” poverty alleviation mode. The original premium income of agriculture insurance
exceeded RMB35 billion. The Company was awarded the “Model Case of Financial Inclusion for Poverty Alleviation”,
becoming the only central state-owned enterprise in the industry which has been awarded the highest rating by the
State Council Leading Group Office of Poverty Alleviation and Development for two consecutive years. In terms of
serving the public health, the Company expanded the coverage of critical iliness insurance, proactively developed the
“urban insurance” business which contributes to both of the scale and profitability, and fostered a comprehensive health
service pattern, with social medical insurance business covering 731 million people on a cumulative basis. In terms
of serving the social governance, the Company promoted the construction of catastrophe insurance mechanism for
public health emergencies, initially created the public health emergency assistance insurance, upgraded the “Insurance
+ Service” model, and launched the first domestic catastrophe insurance product covering typhoon and flood. In terms
of serving the consumption upgrades, the Company established individual non-motor vehicle insurance department
and developed a “worry-free” product system of individual non-motor vehicle insurance. The number of individual non-
motor vehicle customers increased by 19.2% on a yearly basis.

Responding to the challenges of the comprehensive motor vehicle insurance reform and achieving excellence in
both development and profitability of the motor vehicle insurance. In light of the logic of the comprehensive motor
vehicle insurance reform, the Company built an industry-leading actuarial pricing model for motor vehicle insurance,
strengthened the construction of online and offline direct sales teams, promoted the innovative “Al + Marketing” model
to foster a low-cost business acquisition model, upgraded the “Traffic Police and Insurer Joint Work” model, and further
facilitated convenient measures for customers, such as fast claim settlement and “Vehicle + Driver’s Licence Management”,
realising excellence in the development and profitability with a low cost and service upgrades.
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Chairman’s Statement

Promoting the business management upgrades and enhancing regional competitiveness. The Company innovatively
introduced underwriting portfolio management to optimise resource allocation and improve scientific management,
implemented differentiated regional strategies based on regional operating models to enhance regional operating
capabilities. The Company implemented the “Robust Plan” to prop up weak branches through “one-on-one” assistance.
In 2020, the development of household automobile insurance in central cities has outperformed the market, and the
business growth in county areas surpass that of the Company by 7.7 percentage points; over 120 branches were removed
as scheduled from the list of weak branches. The Company also aligned with the national major regional strategies in
Beijing-Tianjin-Hebei region, Yangtze River region, the Guangdong-Hong Kong-Macao region and other regions, and
established a branch in Xiong’an New Area, serving the regional development of economy and society in depth.

Implementing the “Warmth Project” based on technology empowerment. Committed to the customer-centric
principle, the Company steadily implemented the “Warmth Project” and enhance the efficiency of sales, underwriting, claim
settlement, services and operation based on technology empowerment to improve the customer experience. Through
employment of the integrated online customer contact platform and the all-round promotion of smart policy issue, remote
loss adjustment and online claim settlement, the Company accelerated the online migration of customers in all aspects,
with the online claim service usage rate of household automobile insurance reaching 93.2% and the online customer
migration rate of household automobile insurance reaching 89.0%. With accelerated application of technologies such
as intelligent robots and voiceprint recognition, the three-in-one online service system, namely “Manual + Self-service +
Robot”, has been initially established. The Company speeded up the application of new management tools such as the
“Motor Vehicle Insurance Manager” and the “Seven Platforms” for claim settlement, and accelerated the reconstruction
of the core business system, gradually forming an autonomous and controllable technical system, which marks a step
forward in digital transformation.

Optimising the business structure, reinforcing the management and control of profit leakage in claim settlement,
and promoting the value creation capability. The loss-reduction plan was put in place to get rid of the long term
loss-making businesses and optimise the business structure, significantly improving the profitability of businesses. The
Company enhanced the management and control of profit leakage in claim settlement of motor vehicle insurance, and
implemented the “Lean Project” of commercial non-motor vehicle insurance claim settlement. The framework of emergency
command and dispatch platform was built to upgrade the disaster prevention and loss reduction services. The Company
strengthened the management of overall budgets to reduce the management costs and improve the efficiency of resource
utilisation, constantly increasing the Company’s ability in value creation. In 2020, the Company has maintained a leading
position in the market in terms of profitability, continuously achieving a better-than-industry combined ratio.
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PICC Property and Casualty Company Limited

Chairman’s Statement

Handling hidden risks in an orderly manner and ensuring safe and sound operation. The Company actively adjusted
financing credit and surety insurance businesses, accelerated the clearing of existing risks, effectively addressed the
major risky cases, and resolved the historical investment risks. The Company drew a panorama of the Company’s risks,
strengthened the underwriting authorisation management, constructed “Product Center” platform, realising online migration
and centralised management of all product terms. The Company also improved the internal control and compliance
rules, accelerated the building of digitalised comprehensive risk management mode, strengthened the risk prevention
and control in key areas and points, and reinforced the “Three Tiers” of internal control and compliance, upholding the
bottom line of no systematic risk.

Despite the far-reaching impact of the global pandemic, and the increasing instability and uncertainty in the still complex
world economy, the positive fundamentals of China’s long-term economy remains unchanged. With the accelerated
establishment of the new development paradigm featuring domestic and international dual circulations, the coordination
of the supply-side structural reform and demand-side management, and the value chain of the insurance industry being
reshaped by technology, insurance demand and supply upgrades speeded up, and the industry moved faster towards
high-quality development, bringing new challenges and new opportunities to the Company.

2021 is the beginning year of the “Fourteenth Five-year Plan”, and is also a crucial year for the implementation of the
“Excellent Insurance Strategy” of PICC Group. Under the guidance of the “Excellent Insurance Strategy”, it is our goal
to build a world leading property insurance company and lead the development of the world property insurance market.
To achieve this, we will foster a new development pattern under the guidance of the new development concept in the
new development stage; we will focus on supply enhancement and quality improvement to speed up the transformation
and underscore market advantage driven by innovation, providing warm insurance service. We will serve the national
strategies and promote the materialisation of major strategic projects, fostering new business development pattern; remain
customer-centric and reform the system and mechanism to galvanise inner growth vitality; accelerate digitalisation and
enhance the modern management level through technology, improving the operation efficiency; insist on prioritising quality,
deepen loss reduction and enhance profitability; improve differentiated regional strategy, enhance regional operating
capabilities and promote coordinated regional development; further implement the “Warmth Project”, innovate and
upgrade services, providing more warm insurance services; adhere to compliance operations, forestall risks and uphold
the bottom line of no systemic risk. The Company will pursue high-quality development to create new and greater value
for customers, society and shareholders, and make contributions to building a modern socialist country.

Luo Xi
Chairman

Beijing, the PRC
23 March 2021
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-Showing consolidarity in fighting against the pandemic

# Organised immediate donations for the fight against the pandemic and donated
exclusive insurance to the frontier medical staff, disease control personnel and their
families with an insured amount of over RMB9.5 billion.

> Launched “contact-free” and “easy stay at home” online service modes, customers can
enjoy all-round insurance services without leaving home.

@ Upgraded insurance supply, launched business interruption insurance, “Work
Resumption Protector”, “Safe and Easy Trip” and other insurances, fully supported
resumption of work and production.

4 Arranged green channels for claim settlement, launched the “Ten Warm-hearted
Services” of claim settlement for the fight against the pandemic.




¢ Promoted “the expansion of coverage, the
raising of standards and the diversification
of products” of agriculture insurance, and
provided risk protection with an insured
amount of RMB2.4 trillion for 86.07 million
rural households on a cumulative basis.

¢ Innovated the “Insurance +” poverty
alleviation mode and the exclusive poverty
alleviation product “Poverty Prevention
Insurance”, and two teams and one individual
were awarded as “Anti-poverty Role Models”
at the Grand Gathering Marking the Nation’s
Poverty Alleviation Accomplishments.

*

*

Implemented the “Warmth Project”, and
established a warm PICC.

Upgraded “Traffic Police and Insurer Joint Work”
and further facilitated fast claim settlement,
“Vehicle + Driver’s Licence Management” and
service stations, achieving a full coverage of 4
municipalities and 332 cities and serving around
4.68 million people on a cumulative basis.

Provided uninterrupted services on weekends
and holidays, continuously promoted the claim
settlement with “warm-hearted services”, and
upgraded the heart-warming actions, with 906
service stations nationwide providing warm-
hearted services to more than 150 thousand
customers on a cumulative basis.
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Discussion and Analysis of Operating Results and Financial Conditions

Discussion and Analysis of
Operating Results and Financial Conditions

. PERFORMANCE HIGHLIGHTS

In 2020, the outbreak of COVID-19 has brought significant impact on the world economy; the upgraded competition in the
industry and the commencement of the comprehensive reform of motor vehicle insurance have made new requirements
to the operation and management of market players. Faced with volatile domestic and international environment and the
complicated market situation, the Company and its subsidiaries worked on the dual tasks of prevention and control of the
pandemic as well as operation and development, and improved the capacities to promote the Company’s transformation
to high-quality development. The Company actively responded to the comprehensive reform of motor vehicle insurance,
continuously refined the motor vehicle insurance risk pricing model and increased the market share of motor vehicle
insurance; actively served national major projects and significant strategies and enhanced the product innovation to
boost the development of the individual non-motor vehicle insurance business; actively adjusted the business structure,
continuously promoted loss reductions and lowered the management costs; reinforced regional capacity construction
and accelerated digital transformation and online conversion; and firmly tackled potential risks and focused on the risk
prevention and control of key areas and process. The Company achieved an all-round improvement in motor vehicle
insurance operation capabilities as well as non-motor vehicle insurance development, profitability, management and
compliance operation, taking solid steps toward high-quality development.

ACTIVELY RISING TO CHALLENGES AND ACHIEVING I"u‘|
STABLE AND ORDERLY BUSINESS DEVELOPMENT I.E'

In 2020, faced with the impact of the pandemic and the challenges of GI’OSS written premiums
the comprehensive motor vehicle insurance reform, the Company and

its subsidiaries rose to challenges, actively created online contact-free

service mode, actively adjusted business structure, fully resolved and

prevented the business risks, and realised gross written premiums of ¥

RMB433,187 million, representing a positive year-on-year growth. Among

such, under the background of overall premium decrease in the motor 433 187

vehicle insurance market and the pandemic-related premium deductions J o

made by the Company, the gross written premiums of motor vehicle SiE mulfe
insurance recorded RMB265,651 million, representing a year-on-year & &
increase of 1.0%; in terms of non-motor vehicle insurance business, the I\/Iarket share

Company proactively optimised business structure, exited from high-risk

business and long-term loss-making business and recorded gross written E
premiums of RMB167,536 million, representing a year-on-year increase ¥

of 10.0% with the business of credit and surety insurance excluded. The Q:}

Company’s market share was 31.8% (Note) in the property and casualty
insurance market of the PRC, maintaining the first in the industry.
31.8

Note: Calculated based on the PRC insurance industry data published on
the website of the CBIRC.
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PICC Property and Casualty Company Limited

Discussion and Analysis of Operating Results and Financial Conditions

IE'J MAINTAINING STEADY PROFITABILITY GROWTH AND I-FI_I

lT:|-| LAYING A MORE SOLID OPERATION FOUNDATION r'qu

Profit before tax

RMB 24 676 million
—ﬂ A year-

7 on-year

of 3.8%

In 2020, the Company and its subsidiaries adhered to prioritising the profitability
and high-quality development, and realised a profit before tax of RMB24,676
million, representing a year-on-year increase of 3.8%. Among such, the
insurance business achieved an underwriting profit of RMB4,177 million,
representing a year-on-year increase of 31.5%; the combined ratio was 98.9%,
representing a year-on-year decrease of 0.3 percentage point; the operating
results maintained stable with a moderate growth. The profit for the Year was
RMB20,868 million and return on equity was 11.6%. After excluding the impact
of changes in the tax policy of commission expenses in 2019, the profit for the
Year recorded a year-on-year increase of 4.1%. The total assets amounted

to RMB646,801 million; the net assets amounted to RMB190,031 million, representing an increase of RMB50,720
million and RMB20,077 million respectively compared with the beginning of 2020. The comprehensive solvency margin
ratio was 289%, representing an increase of 7 percentage points compared with the beginning of 2020. Due to the
Company’s outstanding industry position and continuously increasing comprehensive strengths, Moody’s Investors
Service continually maintained the A1 rating granted to the Company in terms of insurance financial strength, which

is the highest rating in Chinese mainland.

FULLY UPGRADING THE ONLINE SERVICE CAPABILITY AND
ACCELERATING THE IMPLEMENTATION OF DIGITALISATION

In 2020, the Company and its subsidiaries accelerated online
migration of customers and the process of digitalisation, and
enhanced the application of technology in the risk management,
significantly improving the online conversion and digitalisation. As at
the end of 2020, the online customer migration rate of household
automobile insurance was 89.0%, representing an increase of 29.5
percentage points compared to the end of 2019; the online claim
service usage rate of household automobile insurance was 93.2%,
representing an increase of 26.5 percentage points compared to the
end of 2019. The “PICC” APP served more than 53 million people
on a cumulative basis, and “PICC e-Tong” realised a premium
income of RMB64.75 billion. Technologies such as intelligent robots
and voiceprint recognition were implemented at an accelerated
pace, and the “Manual + Self-service + Robot” three-in-one online
service system was established initially. As “Motor Vehicle Insurance
Manager”, “Seven Platforms” of claim settlement and other new
management tools were applied and the core system of business
was reconstructed at an accelerated pace, an independent and
controllable technology system was gradually established, achieving
new results in digital transformation.

Online customer migration
rate of household
automobile insurance 890%

7B

Online claim service usage
rate of household
automobile insurance 93.2%

SR

« 26-5}4
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PICC Property and Casualty Company Limited

Discussion and Analysis of Operating Results and Financial Conditions

FULLY SERVING THE NATIONAL ECONOMY AND PEOPLE’S
LIVELIHOOD AND DEMONSTRATING CORPORATE RESPONSIBILITIES

In 2020, the Company and its subsidiaries continued to serve national strategies, people’s livelihood and social
governance, undertaking insurance liability of RMB1,275 trillion, up by 60.0%. The coverage of critical illness insurance
was continuously expanded, and the social medical insurance covered 731 million people on a cumulative basis. The
Company successfully completed the mission of targeted poverty alleviation, and was the only central state-owned
enterprise in the industry that has been awarded the highest rating by the State Council Leading Group Office of
Poverty Alleviation and Development for two consecutive years. The Company promoted the building of catastrophe
insurance mechanism for public health emergencies, and created the public health emergency assistance insurance,
covering 78,598 thousand people. The Company refined the first set of major technical equipment, technology
insurance and intellectual property insurance product systems with an insured amount of RMB453.6 billion in aggregate.
The Company escorted “Tianwen No. 17, “China’s Eye of Heaven” (China’s Five-hundred-meter Aperture Spherical
Telescope, or FAST) and other national major projects, served 2022 Beijing Winter Olympics, and underwrote 626
projects in relation to the “Belt and Road” with 118 countries involved. The Company actively promoted the “Warmth
Project”, launched the “Ten Warm-hearted Services” of claim settlement for the fight against the pandemic, and handled
72,438 thousand claims in total throughout the year of 2020, fully demonstrating the fulfilment of responsibilities as
the people’s insurance. In the face of the sudden COVID-19, the Company and its subsidiaries organised immediate
donations for fighting the pandemic, expanded the insurance liabilities, extended the terms of insurance, lowered the
premium rates, upgraded the insurance supply, provided green channels for claim settlements, and fully supported
resumption of work and production, receiving wide compliments from local governments and customers. The Company
was granted “Outstanding Contribution Award for Fighting against Pandemic” by China Association for Disaster
Prevention, being the only insurance company receiving this award.

PRINCIPAL ACTIVITIES AND OPERATION ANALYSIS
INSURANCE BUSINESS

Business overview

Underwriting results

In 2020, the gross written premiums of the Company and its subsidiaries reached RMB433,187 million, and the business
scales of the accidental injury and health insurance, agriculture insurance, motor vehicle insurance and liability insurance
were in constant increase. The Company and its subsidiaries continuously improved service capability of claim settlement
and focused on “cost reduction and profitability improvement”, achieving a combined ratio of 98.9% with a year-on-year
decrease of 0.3 percentage point. The loss ratio was 66.2%, remaining stable as compared to last year; and expense
ratio was 32.7%, representing a year-on-year decrease of 0.3 percentage point.
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PICC Property and Casualty Company Limited .
Discussion and Analysis of Operating Results and Financial Conditions -

The following table sets forth the major operating results and financial indicators of the insurance business of the Company
and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 433,187 433,175 -
Net earned premiums 393,127 380,683 3.3
Net claims incurred (260,320) (251,822) 3.4
Total expenses (128,630) (125,684) 2.3
Underwriting profit 4177 3,177 31.5
Loss ratio (%) (66.2) (66.2) Remain the same
Expense ratio (%) (32.7) (33.0) Decrease by 0.3 pp
Combined ratio (%) (98.9) (99.2) Decrease by 0.3 pp

ﬁ Underwriting Profit Increased Significantly HDT
L_ﬁ Combined Ratio Outperformed the Industrymj

Underwriting profit Combined ratio
(RMB million) 0.3 pp
31.5% A 4177
99.2% 98.9%
3,177
2019 2020 2019 2020
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Discussion and Analysis of Operating Results and Financial Conditions

Distribution channels

The following table sets forth the direct written premiums of the Company and its subsidiaries by distribution channels
for the relevant periods:

Year ended 31 December

2020 2019

Amount Percentage Change Amount Percentage

RMB million % % RMB million %

Insurance agents 285,328 66.0 -4.2 297,891 69.0
Among which:

Individual insurance agents 148,438 34.4 6.6 139,254 32.3

Ancillary insurance agents 42,933 9.9 -14.2 50,037 11.5

Professional insurance agents 93,957 21.7 -13.5 108,600 25.2

Direct sales 113,033 26.2 14.7 98,579 22.8

Insurance brokers 33,658 7.8 -4.5 35,254 8.2

Total 432,019 100.0 0.1 431,724 100.0
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Geographical segments

PICC Property and Casualty Company Limited

Discussion and Analysis of Operating Results and Financial Conditions

The following table sets forth the direct written premiums of the Company and its subsidiaries by top ten regions for

the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Jiangsu Province 42,343 40,156 5.4
Guangdong Province 41,522 50,181 -17.3
Zhejiang Province 34,213 31,201 9.7
Shandong Province 25,860 24,349 6.2
Hebei Province 24,252 23,849 1.7
Sichuan Province 21,362 20,313 5.2
Hunan Province 17,983 16,180 11.1
Hubei Province 17,473 18,646 -6.3
Anhui Province 17,381 16,845 3.2
Fujian Province 16,576 16,748 -1.0
Other regions 173,054 173,256 -0.1
Total 432,019 431,724 0.1
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2. Operating results by insurance segments

Composition of gross written premiums

0.9%
1.2%

2.9%

Combined ratio by insurance segments

Motor vehicle insurance [ LA
Accidental injury and health insurance
Agriculture Insurance

Liability insurance

Commercial property insurance
Credit and surety insurance

Cargo insurance

Other insurances

38.5%

39.3%

35.7%

insurance

Accidental injury and
health insurance
Agriculture Insurance
Liability insurance
Commercial property
insurance

Credit and surety
insurance

Cargo insurance

Other insurances

Combined Change

Ratio

96.5%

101.3%

99.8%

97.2%

104.1%

20.1% 144.8%

82.9%

91.9%

Expense ratio
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(1) Motor vehicle insurance

The following table sets forth the key operating results and financial indicators of the motor vehicle insurance business
of the Company and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 265,651 262,927 1.0
Net earned premiums 254,249 251,653 1.0
Net claims incurred (147,573) (150,560) -2.0
Total expenses (97,867) (92,893) 5.4
Underwriting profit 8,809 8,200 7.4
Loss ratio (%) (58.0) (59.8) Decrease by 1.8 pp
Expense ratio (%) (38.5) (36.9) Increase by 1.6 pp
Combined ratio (%) (96.5) (96.7) Decrease by 0.2 pp

In 2020, the gross written premiums of the motor vehicle insurance business recorded RMB265,651 million, representing
a year-on-year increase of RMB2,724 million (or 1.0%). In face of the impact of decline in production and sales volume
of motor vehicles and the impact of COVID-19 on motor vehicle insurance business, as well as the challenges brought
by the comprehensive motor vehicle insurance reform, the Company and its subsidiaries further exploited the market
potential, continuously boosted the building of direct sales team, accelerated the integrated development of channels,
and maintained the premium scale stable with a moderate growth.

As to the profitability of motor vehicle insurance business, in terms of underwriting, the Company and its subsidiaries
continuously adjusted and optimised the business structure, achieved an industry-leading growth rate in household
automobile insurance business, and continuously improved the quality of the motor vehicle insurance business; refined
the risk-based pricing model of motor vehicle insurance, improved the precise pricing capabilities and continuously
enhanced operating efficiency. In terms of claim settlement, the Company and its subsidiaries proactively promoted
the “Traffic Police and Insurer Joint Work” and “Yuhang Model” and introduced “contact-free” claim settlement service
during the pandemic, continuously improving the claim settlement service capability; continued to promote cost reduction
and profitability improvement, and effectively offset the adverse impact of the rise in prices of auto parts and working
hours and the higher compensation standard for personal injury by taking loss-reduction measures including payment
recovery, technology-based claim settlement and “Jia’anpei” order-and-supply platform. Such efforts, combined with
the decline in claim frequency, led to a decrease in loss ratio by 1.8 percentage points as compared to last year. The
combined ratio decreased by 0.2 percentage point as compared to last year and the underwriting profit increased by
RMB609 million (or 7.4%) as compared to last year.
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(2) Accidental injury and health insurance

The following table sets forth the key operating results and financial indicators of the accidental injury and health insurance
business of the Company and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 66,187 57,633 14.8
Net earned premiums 63,428 53,806 17.9
Net claims incurred (55,900) (47,635) 17.4
Total expenses (8,346) (7,153) 16.7
Underwriting loss (818) (982) -
Loss ratio (%) (88.1) (88.5) Decrease by 0.4 pp
Expense ratio (%) (13.2) (138.9) Decrease by 0.1 pp
Combined ratio (%) (101.3) (101.8) Decrease by 0.5 pp

In 2020, the gross written premiums of the accidental injury and health insurance business achieved RMB66,187 million,
representing a year-on-year increase of RMB8,554 million (or 14.8%). In terms of social medical insurance business, the
Company and its subsidiaries continued to serve the “Healthy China” strategy, actively participated in the construction of
multi-layer medical security system and the pilot work of national long-term nursing insurance, and drove the significant
growth of the social medical insurance business including the critical iliness insurance, supplementary medical insurance
and nursing insurance. In terms of commercial accidental injury and health insurance, the Company and its subsidiaries
further facilitated the innovation of products and business model, promoted the integration of policy-oriented businesses
and commercial businesses, and made efforts to achieve balanced layout of online and offline channels, realising rapid
development of individual businesses, especially the driver accidental insurance, million-coverage medical insurance and
the integrated business of social medical insurance and commercial health insurance.

Meanwhile, the Company and its subsidiaries enhanced centralised and refined management and control of underwriting,
and launched intelligent risk control platform of health insurance for sound risk monitoring and control; reinforced the
joint work with claim settlement and the management and control of claim settlement quality, and carried out the
risk reduction management; and applied stringent management and control over expenses and optimised resource
allocation. The loss ratio of accidental injury and health insurance as a whole decreased by 0.4 percentage point to
88.1% year-on-year; the expense ratio decreased by 0.1 percentage point to 13.2% year-on-year. However, as social
medical insurance, which had a higher insurance obligation, accounted for a relatively high percentage, the underwriting
of overall accidental injury and health insurance businesses recorded a loss of RMB818 million, representing a year-on-
year decrease in loss of RMB164 million.
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(3) Agriculture Insurance

The following table sets forth the key operating results and financial indicators of the agriculture insurance business of
the Company and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 36,121 30,772 17.4
Net earned premiums 25,966 24,632 5.4
Net claims incurred (19,405) (19,984) -2.9
Total expenses (6,505) (5,060) 28.6
Underwriting profit/(loss) 56 (412) -
Loss ratio (%) (74.7) (81.1) Decrease by 6.4 pp
Expense ratio (%) (25.1) (20.6) Increase by 4.5 pp
Combined ratio (%) (99.8) (101.7) Decrease by 1.9 pp

In 2020, the gross written premiums of the agriculture insurance achieved RMB36,121 million, representing a year-on-year
increase of RMB5,349 million (or 17.4%). Adhering to the implementation of the national strategy of rural rejuvenation,
the Company and its subsidiaries, based on the agriculture supply-side structural reform, made solid progress in
raising protection standards and expanding business scope of traditional business to continuously reinforce safeguards
provided by agriculture insurance. Meanwhile, the Company and its subsidiaries boosted product innovation, developed
business with local features, and made breakthroughs in the rising business areas. Improved agriculture insurance
service capability enabled the Company and its subsidiaries to meet the increasing need of insurance protection with
regards to “agriculture, rural areas, and farmers”, reinforced its leading advantages in the agriculture insurance market,
and effectively promoted the rapid development of the agriculture insurance business.

In the face of natural disasters including floods, hail and frost, the Company and its subsidiaries further enhanced the
claim settlement response capabilities to catastrophes by deploying the emergency response to catastrophes in advance
and properly handling catastrophes, achieving a decrease in the loss ratio of agriculture insurance of 6.4 percentage
points year-on-year. Due to changes in ceding conditions, there was a decline in the generation rate of net earned
premiums and a year-on-year decrease in reinsurance commission income of agriculture insurance, thus the expense
ratio of agriculture insurance increased by 4.5 percentage points year-on-year.
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(4) Liability insurance

The following table sets forth the key operating results and financial indicators of the liability insurance business of the
Company and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 28,467 27,223 4.6
Net earned premiums 19,697 18,926 4.1
Net claims incurred (12,236) (11,420) 71
Total expenses (6,918) (7,446) -7.1
Underwriting profit 543 60 805.0
Loss ratio (%) (62.1) (60.3) Increase by 1.8 pp
Expense ratio (%) (35.1) (39.4) Decrease by 4.3 pp
Combined ratio (%) (97.2) (99.7) Decrease by 2.5 pp

In 2020, the gross written premiums of the liability insurance achieved RMB28,467 million, representing a year-on-year
increase of RMB1,244 million (or 4.6%). The Company and its subsidiaries focused on four aspects, namely serving the
real economy, serving the national key strategies, participating in the social governance and securing the new economy;
continuously enhanced the product innovation and development, assisted in the fight against the pandemic and the
resumption of work, production and school, responded to the compulsory work safety liability insurance system, and
tapped into areas of people’s livelihood assistance and public health, benefiting the society and achieving profitability. In
the meantime, the Company and its subsidiaries actively built a new model of “Insurance + Risk Control + Technology
+ Service”, and created competitive strengths of business development, realising growth in the business scales of work
safety liability insurance, the first set of major technical equipment insurance, new material insurance, inherent defects
insurance (IDI), government assistance insurance (including public health emergencies), and campus comprehensive
insurance.

In 2020, with the higher personal injury compensation standard echoing the increase in the average income of the society,
the claim costs of personal injury involved insurances increased, leading to a year-on-year increase of 1.8 percentage
points in the loss ratio of liability insurance as a whole. Meanwhile, the Company and its subsidiaries adjusted the
channel layout, resulting in a year-on-year decrease of 4.3 percentage points in expense ratio. The underwriting profit
was RMB543 million, representing a year-on-year increase of RMB483 million (or 805.0%).
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(5) Commercial property insurance

The following table sets forth the key operating results and financial indicators of the commercial property insurance of
the Company and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 14,957 15,167 -1.4
Net earned premiums 8,548 8,679 -1.5
Net claims incurred (5,784) (5,727) 1.0
Total expenses (3,108) (3,454) -10.0
Underwriting loss (344) (502) -
Loss ratio (%) (67.7) (66.0) Increase by 1.7 pp
Expense ratio (%) (36.4) (39.8) Decrease by 3.4 pp
Combined ratio (%) (104.1) (105.8) Decrease by 1.7 pp

In 2020, the gross written premiums of the commercial property insurance achieved RMB14,957 million, representing a
year-on-year decrease of RMB210 million (or -1.4%). The Company and its subsidiaries actively responded to the negative
impact of the pandemic and the increasingly intensive market competition, quickly refined the business development plan,
devoted more efforts in the development of new products, continuously improved services to the existing customers, and
developed and refined the insurance source map system to assist the business expansion at the basic level, realising a
year-on-year increase in the original premium income of the commercial property insurance. Meanwhile, the Company
and its subsidiaries actively carried out risk management and control and reduced the high-risk ceded-in businesses,
recording a year-on-year decrease in the gross written premiums of commercial property insurance.

The Company and its subsidiaries strengthened the expense management and control, and adjusted the reinsurance
arrangement when appropriate. The expense ratio realised a year-on-year decrease of 3.4 percentage points. Due
to impacts of the pandemic and major claims arising from floods and fires, the loss ratio of the commercial property
insurance increased by 1.7 percentage points year-on-year. The underwriting loss was RMB344 million, representing a
year-on-year decrease in loss of RMB158 million.
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(6) Credit and surety insurance

The following table sets forth the key operating results and financial indicators of the credit and surety insurance of the
Company and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 5,283 22,767 -76.8
Net earned premiums 11,409 13,271 -14.0
Net claims incurred (14,225) (10,364) 37.3
Total expenses (2,288) (5,791) -60.5
Underwriting loss (5,104) (2,884) -
Loss ratio (%) (124.7) (78.1) Increase by 46.6 pp
Expense ratio (%) (20.1) (43.6) Decrease by 23.5 pp
Combined ratio (%) (144.8) (121.7) Increase by 23.1 pp

In 2020, the gross written premiums of the credit and surety insurance achieved RMB5,283 million, representing a year-on-
year decrease of RMB17,484 million (or -76.8%). The Company and its subsidiaries continuously reinforced business risk
management and control, actively adjusted the business structure, and accelerated the clearance of the risks of existing
businesses. In terms of the new business, the Company and its subsidiaries adhered to prioritising the profitability, and
strictly controlled the quality of new business. The scale of overall credit and surety insurance decreased year-on-year.

Due to the pandemic-induced increase in social credit risk level, the delinquency rate of existing businesses amounted,
leading to higher claim payments compared to last year. Besides, curbs placed on the scale of financing credit and surety
insurance business brought in less premium income. Thus, the overall loss ratio of the credit and surety insurance increased
by 46.6 percentage points, the expense ratio dropped by 23.5 percentage points, and the combined ratio increased
by 28.1 percentage points compared to last year with an underwriting loss of RMB5,104 million. The Company and its
subsidiaries will take further steps to reinforce the collection, subrogation and process control after loan originations,
and increase the subrogation income.
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Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 3,807 3,972 -4.2
Net earned premiums 2,566 2,782 -7.8
Net claims incurred (1,118) (1,339) -16.5
Total expenses (1,008) (1,095) -7.9
Underwriting profit 440 348 26.4
Loss ratio (%) (43.6) (48.1) Decrease by 4.5 pp
Expense ratio (%) (39.3) (39.4) Decrease by 0.1 pp
Combined ratio (%) (82.9) (87.5) Decrease by 4.6 pp

In 2020, the gross written premiums of the cargo insurance of the Company and its subsidiaries achieved RMB3,807
million, representing a year-on-year decrease of RMB165 million (or -4.2%). Due to the pandemic and intensified market
competition, the traditional cargo insurance market scale shrank, and the average premium rate decreased year-on-year.

Meanwhile, the Company and its subsidiaries decreased exposure to high-risk businesses, leading to a year-on-year

decline in the gross written premiums of the cargo insurance.

The Company and its subsidiaries actively corresponded to the adversities, refined cargo insurance automatic quoting
tools and reinforced business risk management and control, thereby further improving the business quality. Besides, due
to the restriction and control of transportation and logistics inflicted by the pandemic in the first half of 2020, there was a
decline in the claim frequency of cargo insurance, and the loss ratio of the cargo insurance declined by 4.5 percentage
points compared to last year, leading to a year-on-year improvement in business profitability.
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8) Other insurances

The following table sets forth the key operating results and financial indicators of other insurances of the Company and
its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Gross written premiums 12,714 12,714 -
Net earned premiums 7,264 6,934 4.8
Net claims incurred (4,079) (4,793) -14.9
Total expenses (2,590) (2,792) -7.2
Underwriting profit/(loss) 595 (651) -
Loss ratio (%) (56.2) (69.1) Decrease by 12.9 pp
Expense ratio (%) (35.7) (40.3) Decrease by 4.6 pp
Combined ratio (%) (91.9) (109.4) Decrease by 17.5 pp

In 2020, the gross written premiums of other insurances achieved RMB12,714 million, remaining stable year-on-year.
The Company and its subsidiaries gave full play to their advantages in professional operation and professional services,
escorted “Tianwen No. 17, “China’s Eye of Heaven” and other national major projects, served 2022 Beijing Winter
Olympics, the Belt and Road and other national key projects and strategies, seized the opportunities as the infrastructure
investment growth recovered and realised a year-on-year increase of the business scale of special risk insurance and
project insurance.

While exploring the market, the Company and its subsidiaries insisted on the principle of prioritising profitability, developed
high-quality business, improved risk identification capability in underwriting, reinforced the process management and
control of business risk, and enhanced the disaster and loss prevention. The loss ratio of other insurances decreased
by 12.9 percentage points year-on-year; the expense ratio decreased by 4.6 percentage points year-on-year. Except
that the project insurance recorded an underwriting loss, each type of other insurances recorded underwriting profit.
Other insurances recorded an underwriting profit of RMB595 million in 2020 as compared to an underwriting loss of
RMB651 million for the previous year.
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(1) INSURANCE FUNDS INVESTMENT BUSINESS

1. Investment results
Year ended 31 December
2020 2019 Change
RMB million RMB million %
Interest, dividends and lease income 17,709 16,986 4.3
Net investment income 17,709 16,986 4.3
Net realised and unrealised gains on
investments 1,520 733 107.4
Share of profits or losses of associates and
joint venture 3,951 4,250 -7.0
Total investment income 23,180 21,969 55
Net investment yield* (%) 3.6 3.8 Decrease by 0.2 pp
Total investment yield™ (%) 4.8 4.9 Decrease by 0.1 pp
Total investment assets™* 507,525 464,751 9.2

Net investment yield = Net investment income/(balance of the total investment assets at the beginning of the year +
balance of the total investment assets at the end of the year) *2

Total investment yield = Total investment income/(balance of the total investment assets at the beginning of the year +
balance of the total investment assets at the end of the year) *2

e Based on the data as at 31 December 2020 and 31 December 2019.

Total Investment Assets Continued to Grow

- Total Investment Income Increased Year on Year
Total Investment assets Total Investment income
(RMB million) (RMB million)
0, 0,
*92% X 507,525 +5yz3 150
464,751 21,969 ’
2020 2020
~ 2019 2019 -
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2. Interest, dividends and lease income

Year ended 31 December
2020 2019 Change
RMB million RMB million %

Operating lease income from investment

properties 259 275 -5.8
Interest income 14,447 14,027 3.0
Dividend income 3,003 2,684 11.9
Total of interest, dividends and lease income 17,709 16,986 4.3

In 2020, the interest, dividends and lease income of the Company and its subsidiaries was RMB17,709 million, representing
an increase of RMB723 million (or 4.3%) from RMB16,986 million in 2019, which was primarily due to an increase in
bonds, fixed income financial products and perpetual financial products by the Company, resulting in a year-on-year
increase of RMB420 million (or 3.0%) in the interest income and a year-on-year increase of RMB319 million (or 11.9%)

in dividend income.

3. Net realised and unrealised gains on investments

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Realised gains on investments 4,583 1,403 226.7

Unrealised (losses)/gains on investments (72) 112 -

Impairment losses (3,031) (706) 329.3

Fair value gains/(losses) on investment

properties 40 (76) -
Total of net realised and unrealised gains on

investments 1,520 733 107.4

In 2020, the Company and its subsidiaries seized market opportunities, optimised the structure of equity assets, and
reduced the positions in partial mutual funds and stocks when appropriate, and realised a year-on-year increase in
spread income. The realised gains on investments increased by RMB3,180 million to RMB4,583 million from RMB1,403
million in 2019. Meanwhile, due to impact of provisions on risk events involved in certain equity project and provisions
on financing project, there was an increase of RMB2,325 million in the impairment losses of the Company and its

subsidiaries as compared to last year.
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4. Share of profits or losses of associates and joint venture

Year ended 31 December

2020 2019 Change
RMB million RMB million %

Share of profits or losses of associates and
joint venture 3,951 4,250 -7.0

In 2020, the share of profits or losses of associates and joint venture of the Company and its subsidiaries amounted
to RMB3,951 million, representing a year-on-year decrease of RMB299 million (or -7.0%), mainly due to a decline in
operating results of the major associate of the Company as compared to last year, which resulted in a decrease in the
share of profits as held by the Company and its subsidiaries.

5. Composition of investment assets
31 December 2020 31 December 2019
Balance Percentage Change Balance Percentage
RMB million % % RMB million %
By category:
Cash and cash equivalents 26,192 5.2 -19.5 32,520 7.0
Term deposits 70,943 13.9 10.2 64,398 13.8
Debt securities 168,511 33.2 13.0 149,072 32.1
Equity securities and mutual
funds 110,734 21.8 20.7 91,728 19.7
Investments classified as loans
and receivables 67,944 13.4 0.8 67,391 14.5
Investment properties 4,603 0.9 0.1 4,598 1.0
Investments in associates and
joint venture 53,262 10.5 555 50,477 10.9
Other investment assets (Note) 5,336 1.1 16.8 4,567 1.0
Total investment assets 507,525 100.0 9.2 464,751 100.0

Note: Other investment assets mainly included capital security fund.
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As at 31 December 2020, the investment assets of the Company and its subsidiaries were RMB507,525 million,
representing an increase of RMB42,774 million (or 9.2%) as compared to the beginning of this year. The development
of the underwriting business provided sufficient working capital for the Company and pushed forward the steady growth
of the investment assets. Meanwhile, the Company consistently adhered to the philosophy of making long-term and
prudent investments, and based on the situation of currency market and capital market, proactively conducted risk
management and control and continuously optimised the investment assets structure, so as to improve the quality of
investment portfolios and achieve a balance between returns and risks.

6. Investments in associates and joint venture

As at 31 December 2020, the investments in associates and joint venture of the Company and its subsidiaries was
RMB53,262 million, representing an increase of RMB2,785 million (or 5.5%) as compared to the beginning of this year.
For detailed information, please refer to note 24 of the consolidated financial statements.

7. Asset pledge

The Company conducted repurchase transactions in the market due to the liquidity management requirements. The
securities held by the Company were pledged as collateral during the process of repurchase transactions.
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(1) OVERALL RESULTS

The following table sets forth the overall results of the Company and its subsidiaries for the relevant periods or as of

the relevant dates:

Year ended 31 December

2020 2019 Change

RMB million RMB million %

Profit before tax 24,676 23,783 3.8
Income tax (expense)/credit (3,808) 496 -
Profit for the year 20,868 24,279 -14.0
Total assets (Note) 646,801 596,081 8.5
Net assets (Note) 190,031 169,954 11.8

Note: Based on the data as at 31 December 2020 and 31 December 2019.

Profit before Tax

As a result of the foregoing, profit before tax of the Company and its subsidiaries was RMB24,676 million in 2020,
representing an increase of RMB893 million (or 3.8%) from RMB23,783 million in 2019.

Income Tax (Expense)/Credit

In 2020, the income tax expense of the Company and its subsidiaries was RMB3,808 million, as opposed to the income
tax credit of RMB496 million in 2019. The increase of income tax expense was mainly due to application of the new
policy on pre-tax deduction for commission expenses in 2019 which resulted in a decrease in the income tax expense

of RMB4,230 million in 2019.

Profit for the Year

As a result of the foregoing, the profit for the Year decreased by RMB3,411 million (or -14.0%) to RMB20,868 million from
RMB24,279 million in 2019. Basic earnings per share attributable to owners of the Company in 2020 was RMB0.938.
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lll. SPECIFIC ANALYSIS
() ANALYSIS OF LIQUIDITY AND CAPITAL ADEQUACY
Cash Flow Analysis

The following table sets forth the cash flows of the Company and its subsidiaries for the relevant periods:

Year ended 31 December

2020 2019 Change

RMB million RMB million RMB million

Net cash flows from operating activities 12,811 25,805 -12,994
Net cash flows (used in)/from investing

activities (29,390) 941 -30,331
Net cash flows from/(used in) financing

activities 10,409 (28,063) 38,472

Net foreign exchange differences (158) 40 -198

Net decrease in cash and cash equivalents (6,328) (1,277) -5,051

In 2020, the net cash flows from operating activities of the Company and its subsidiaries were RMB12,811 million,
representing a year-on-year decrease of RMB12,994 million (or -50.4%). In 2020, due to the significant decrease in the
premium scale of financing credit and surety insurance business and the accelerated clearance of existing business risks,
the growth of cash premiums was less than the growth of cash payments and operating expenses, which resulted in a
year-on-year decrease of net cash flow from operating activities.

In 2020, the net cash flows used in investing activities of the Company and its subsidiaries amounted to RMB29,390
million, and the net cash flows from investing activities in 2019 was RMB941 million. In 2020, the Company and its
subsidiaries increased its investment scale in bonds, fixed income financial products and perpetual financial products,
which resulted in a year-on-year increase in net cash flows used in investing activities.

In 2020, the net cash flows of the Company and its subsidiaries from financing activities amounted to RMB10,409 million,
and the net cash flows of the Company and its subsidiaries used in financing activities in 2019 was RMB28,063 million.
In 2020, the Company and its subsidiaries received an amount of RMB8 billion in cash by issuing bonds, and paid an
amount of RMB8 billion for redemption of bonds in 2019; and received a net amount of RMB12,269 million in cash
from the securities sold under agreements to repurchase, as compared to a net payment of RMB11,240 million in 2019.

As of 31 December 2020, the cash and cash equivalents of the Company and its subsidiaries amounted to RMB26,192
million.
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Gearing Ratio

As of 31 December 2020, the gearing ratio (Note) of the Company and its subsidiaries was 67.0%, representing a
decrease of 1.9 percentage points from 68.9% as of 31 December 2019.

Note: Gearing ratio is represented by total liabilities (excluding bonds payable) divided by total assets under accounting
principles generally accepted in Hong Kong.

Source of Working Capital

The cash flows of the Company and its subsidiaries are primarily derived from cash generated from operating activities,
which are principally insurance premiums received. In addition, sources of liquidity include interest and dividend income,
proceeds from matured investments, disposal of assets and financing activities. The liquidity needs of the Company
and its subsidiaries consist principally of the payment of claims and performance of other obligations under outstanding
insurance policies, capital expenditure, operating expenses, tax payments, dividend payments and investment needs.

The Company issued capital supplementary bonds of RMB15 billion in November 2016 and capital supplementary bonds
of RMB8 billion in March 2020, each with a term of 10 years.

Save for the capital supplementary bonds mentioned above, the Company and its subsidiaries did not obtain working
capital by borrowing.

The Company and its subsidiaries expect that they can meet their working capital needs in the future with cash generated
from operating activities. The Company and its subsidiaries have sufficient working capital.

Capital Expenditure

The capital expenditure of the Company and its subsidiaries primarily includes expenditures for operational properties
under construction and acquisition of motor vehicles for operational purposes as well as development of the information
system. In 2020, the capital expenditure of the Company and its subsidiaries was RMB9,780 million.
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Solvency Margin

31 December

31 December

2020 2019 Change

RMB million RMB million %

Actual capital 207,246 181,721 14.0
Core capital 179,290 162,136 10.6
Minimum capital 71,757 64,414 1.4
Comprehensive solvency margin ratio (%) 289 282 Increase by 7.0 pp
Core solvency margin ratio (%) 250 252 Decrease by 2.0 pp

(1) RISK MANAGEMENT
Credit Risk

Credit risk is the risk of economic loss incurred by the Company and its subsidiaries resulting from the inability of debtors
of the Company and its subsidiaries to make any principal or interest payments when due. The assets of the Company
and its subsidiaries which are subject to credit risk are principally concentrated on insurance receivables, reinsurance
assets, debt securities and deposits with commercial banks.

The Company and its subsidiaries are only committed to credit sales to corporate customers or individual customers
who purchase certain insurance policies through insurance intermediaries. The capability to collect premiums in a timely
manner remains one of the key performance indicators of the Company. The Company’s premiums receivable involves
a large number of diversified customers, therefore there are no major credit concentration risks in insurance receivables.

Other than the state-owned reinsurance companies, the Company and its subsidiaries purchase reinsurance primarily from
reinsurance companies with A- rating or above by Standard & Poor’s (or equivalent ratings granted by other international
rating agencies such as A.M. Best, Fitch and Moody’s). The management of the Company and its subsidiaries regularly
review the creditworthiness of the reinsurance companies in order to update the reinsurance strategies and determine
reasonable impairment provision on reinsurance assets of the Company and its subsidiaries.

The Company and its subsidiaries diligently manage credit risk in debt securities mainly by analysing the creditworthiness
of investee companies prior to making investments and by strictly conforming to the relevant regulations issued by the
CBIRC on the investment ratings of corporate bonds. The majority of the bonds held by the Company and its subsidiaries
have credit ratings of AA or above.

The Company and its subsidiaries manage and lower credit risk affecting their bank deposits mainly by depositing most
of their deposits with state-owned banks or state-controlled commercial banks.
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Exchange Rate Risk

The Company and its subsidiaries conduct their business primarily in RMB, which is also their functional and financial
reporting currency. Certain businesses of the Company and its subsidiaries (including certain commercial property
insurance, international cargo insurance and aviation insurance business) are conducted in foreign currencies (primarily
in US dollars). The Company and its subsidiaries are also exposed to exchange rate risks for assets which are valued
based on foreign currencies such as parts of their bank deposits and debt securities and certain insurance business
liabilities which are denominated in foreign currencies (primarily in US dollars).

Foreign exchange transactions under the capital accounts of the Company and its subsidiaries are subject to foreign
exchange control and the approval of the administration authority for foreign exchange. Exchange rate fluctuations may
arise as a result of the foreign exchange policy adopted by the PRC government.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
the changes in market interest rates. The Company and its subsidiaries’ interest rate risk policy requires the Company
and its subsidiaries to manage interest rate risk by maintaining an appropriate match of fixed and floating interest rate
instruments. The policy also requires the Company and its subsidiaries to manage the maturity of interest-bearing financial
assets and interest-bearing financial liabilities, reprice interest on floating rate instruments at intervals of less than one
year and manage floating interest rate risk through interest rate swap and other instruments. Interest on fixed interest
rate instruments is priced at inception of the financial instrument and is fixed until maturity.

Interest Rate Swaps

The Company’s financial assets which bear interest at different rates would generate uncertain cash flows. As such,
interest rate swap contracts are used by the Company to hedge against such interest rate risk whereby fixed interests
are received from, and floating interests are paid to, the counterparties.
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()  OTHER SPECIFIC ANALYSES
Contingent Event

Owing to the nature of the insurance business, the Company and its subsidiaries are involved in legal proceedings in
the ordinary course of business, acting as the plaintiff or the defendant in litigation and arbitration proceedings. Most of
such legal proceedings involve claims on the insurance policies of the Company and its subsidiaries, and some losses
arising therefrom will be indemnified by reinsurers or other recoveries including salvages and subrogation. While the
outcomes of such contingencies, lawsuits or other proceedings cannot be determined at present, the Company and its
subsidiaries believe that any liabilities resulted therefrom will not have a material adverse effect on the financial position
as at 31 December 2020 and 31 December 2019 or operating results of the Company and its subsidiaries for the years
ended 31 December 2020 and 2019.

As of 31 December 2020, there were certain pending legal proceedings of the Company and its subsidiaries. After
taking into account professional opinions, the management of the Company believes that such legal proceedings will
not induce significant impact on the operation of the Company and its subsidiaries.

Events after the Reporting Period

On 28 March 2021, the Board of Directors proposed a final dividend of RMBO0.375 per ordinary share for the year
ended 31 December 2020 totaling RMB8,341 million, and approved an amount of RMB15,000 million 10-year capital
supplementary bonds to be issued. The above are subject to the approval of the forthcoming shareholders’ general
meeting of the Company.

Development of New Products

In 2020, the Company focused on hot spots of the market and customers’ demand, and developed a total of 1,387 new
insurance provisions, among which, 388 national provisions, 999 regional provisions, 1,070 main insurance provisions
and 317 rider provisions. Among these new provisions, the Company registered 466 insurance provisions on the self-
help registration platform of the Insurance Association of China and 8 insurance provisions on the platform of Shanghai
Institute of Marine Insurance, filed 868 agriculture insurance provisions and agriculture-related provisions with the CBIRC’s
Insurance Provisions Electronic Filing System, submitted 1 provision to the CBIRC for approval, and filed 44 commercial
motor vehicle insurance model provisions.

Employees

As of 31 December 2020, the Company had 180,616 employees. In 2020, the employees’ remuneration paid by the
Company and its subsidiaries amounted to RMB32,530 million, mainly including basic salaries, performance related
bonus, and various insurance and welfare contributed in accordance with the relevant PRC laws and regulations. The
Company and its subsidiaries enhanced the performance and work efficiency of employees by providing various career
development paths, strengthening employee training, implementing performance appraisal and other measures. The
Company is of the view that the Company and its subsidiaries maintain a good relationship with their employees.
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IV. LOOKING FORWARD

2021 is the first year of the “Fourteenth Five-year Plan”, and a crucial year for the new journey of PICC to launch the
“Excellent Insurance Strategy”. The Company and its subsidiaries will follow the guidance of “Excellent Insurance Strategy”,
perform the mission endowed by the new era, forge ahead, take responsibilities, strive for innovation, and serve the
people. We will lead and promote high-quality development to ensure a great start for the “Fourteenth Five-year Plan”.

(I) TO UPGRADE THE INSURANCE

SUPPLY AND IMPROVE BUSINESS
DEVELOPMENT CAPABILITY

(I1) TO DEEPEN COST REDUCTION AND
EFFICIENCY ENHANCEMENT TO
IMPROVE PROFITABILITY

Efforts will be made to facilitate the transformation of
insurance operation logic from “Underwriting + Claim
Settlement” to “Underwriting + Loss Reduction +
Empowerment + Claim Settlement”. In terms of motor
vehicle insurance, the Company will optimise the
motor vehicle insurance operation model, implement
differentiated market strategies, improve risk pricing
capability, establish a leading motor vehicle insurance
operation framework, accelerate the high-quality business
development, keep a leading position in the motor vehicle
insurance with high-quality development, and show the
achievements of comprehensive motor vehicle insurance
reform. In terms of non-motor vehicle insurance, the
Company will focus on the needs of individual, corporate
and government customers, innovate products and
services, upgrade the insurance supply, construct
development platform, explore the potential demand of
traditional customers, accelerate the expansion of new
markets and new areas, strategically develop individual
non-motor vehicle insurance, and transform from
providing insurance products to risk solutions, to create
greater value for customers.

N /

We will reinforce the positive results of business structure
adjustment and further optimise the business structure
to enhance the underwriting quality; implement the
lean cost management of claim settlement, upgrade
the technology-based claim settlement tools, and
enhance claim settlement team building to improve claim
settlement quality; innovate loss reduction and empower
services, promote the normalisation of disaster and loss
prevention, and carry out risk reduction management
through joint work of underwriting and claim settlement;
refine the overall budget management and further reduce
the management costs; and improve management
of premiums receivable to ensure the cash flow at a
reasonable level.

N /
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(111) TO ACCELERATE THE TECHNOLOGY

EMPOWERMENT AND PROMOTE
DIGITALISED OPERATION CAPABILITY

Efforts will be made to deepen the online migration of
customers and build an integrated customer operation
mode with a focus on customers as individuals, corporates
and government; optimise the channel layout, build an
online and offline integrated sales and service platform,
and implement intelligent and accurate marketing to
create a low-cost business acquisition mode; upgrade
the business processing platform to create a digitalised
and intelligent underwriting and claim settlement model;
optimise the working process to create a man-machine
collaborative operation model; and enhance the digital
infrastructure construction, upgrade core system, and
support the digital transformation of the Company.

AW

H

2020 Annual Report

(IV) TO INNOVATE REGIONAL OPERATION
MODEL AND IMPROVE COMPETITIVENESS
IN REGIONAL MARKETS

Efforts will be made to seize the opportunity arising
from national major regional strategies, implement city
revitalisation plan, duplicate the best practice of the
Company, promote the technology empowerment and
innovative breakthroughs and overcome the operating
disadvantages in urban areas to enhance the operating
capability in urban markets; seize the opportunities
arising from new urbanisation and rural revitalisation,
implement county-level market consolidation plan and
optimise county-level business model to strengthen the
leading position in the county-level market; and seize the
opportunity arising from the “Belt and Road” construction,
implement overseas expansion plans, deepen strategic
cooperation, optimise overseas business expansion
model to explore new development space.

L
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(V) TO ADJUST ASSET ALLOCATION

FLEXIBLY AND STEADILY IMPROVE
INVESTMENT INCOME

39

(VI) TO UPHOLD THE BOTTOM LINE
OF RISK AND IMPROVE COMPLIANCE
OPERATION CAPABILITIES

Efforts will be made to strictly control the size of equity
assets, adjust the positions in secondary market equities
according to the market and optimise the structure of
equity assets; under the precondition of strict control
over credit risk, flexibly allocate fixed income assets for a
stable yield; and reinforce the bond between investment
and underwriting, further improve the efficiency of fund
utilisation and steadily increase the investment income.

Efforts will be made to deepen the overall risk management,
establish a full-cycle and full-coverage risk management
system, accelerate the construction of an intelligent risk
control platform, and promote the development of a
new digital overall risk management model; refine the
internal control and compliance system, implement the
risk preference system level by level, and consolidate
the responsibilities of “Three Tiers of Defence”; and
enhance risk management over key areas and critical
process, conduct risk identification, improve the rules
and system, refine operational rules and emergency plans
for significant risk events, and uphold the bottom line of
zero occurrence of systematic risk.

+%
+7
N @il /

@
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; trategies

@ Escorted “Tianwen No. 1”, “China’s
Eye of Heaven” and other pillars of the
great power, served 2022 Beijing Winter
Olympics and other national major projects
and strategies.

4 Underwrote 626 projects in relation to
the “Belt and Road” with 118 countries
involved.

4 The social medical insurance business
covered 31 provinces (including
municipalities and autonomous regions)
and 296 cities, serving over 700 million
people on a cumulative basis. —

@ Launched 31 urban-customised
commercial medical insurance (the “urban
insurance”) projects, with a total number
of 9.41 million people insured.

=Serving the social governance

2 ervingEe consumption upgrades

@ Initially created the public health
emergency assistance insurance, covering
78.6 million people.

4 Vigorously developed comprehensive
governance insurance, safe production
liability insurance and other social
governance insurance, upgraded the
“Insurance + Service” model.

- Serving—the innovation-driven

development

4 Refined the first set of major technical
equipment, technology insurance and
intellectual property insurance product
systems with an insured amount of

RMB453.6 billion in aggregate.

@ Developed the “Enjoying Life” platform
and built the system consisting of eight
“worry-free” portfolio products covering all
aspects of life and consumption scenarios
of individual customers.
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Biographical Details of Directors,
Supervisors and Other Senior Management

DIRECTORS

Luo Xi, aged 60, a senior economist, a Non-executive Director and the Chairman of the Board of Directors of the
Company. Mr. Luo worked in Agricultural Bank of China* from December 1987 to December 2009, during which, he
was appointed as an Assistant to President and the General Manager of International Business Department in January
2002, Vice President in March 2004, and an Executive Director and Vice President in December 2008. From December
2009 to November 2013, he served as an Executive Director and Vice President of Industrial and Commercial Bank
of China Limited*. From November 2013 to January 2016, he served as the Vice Chairman and the General Manager
of China Export & Credit Insurance Corporation. From January 2016 to August 2018, he served as the Vice Chairman
and General Manager of China Resources (Holdings) Company Limited. From August 2018 to September 2020, he
was the Chairman of China Taiping Insurance Group Ltd. (China Taiping Insurance Group (HK) Company Limited), and
also served as the Chairman of China Taiping Insurance Holdings Company Limited**, Taiping Life Insurance Company
Limited and Taiping Asset Management Company Limited. Mr. Luo was appointed as an Executive Director and the
Chairman of The People’s Insurance Company (Group) of China Limited* since October 2020. Mr. Luo also served as
a Non-executive Director and the Chairman of PICC Asset Management Company Limited since January 2021, and he
was proposed to be appointed as a Non-executive Director and the Chairman of the Board of Directors of The People’s
Insurance Company of China (Hong Kong), Limited. Since May 2019, he has served as the Honorary President of
Insurance Association of China. Mr. Luo graduated from the Postgraduate Department of Financial Chairman Institute
of People’s Bank of China (currently known as The PBC School of Finance of Tsinghua University) in December 1987
and received a master’s degree in economics.

* These companies are listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.
- This company is listed on the Hong Kong Stock Exchange.
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Xie Yiqun, aged 59, a postgraduate, a senior economist, the Deputy Chairman, an Executive Director of the Company.
Mr. Xie joined the People’s Insurance Company of China (the “PICC”) in April 1980 and was the Deputy General Manager
of Wenzhou Branch, the General Manager of the International Business Department of Zhejiang Provincial Branch and the
Manager of Insurance Claim Settlement Agency in Marseille, France until January 1995. From January 1995 to December
2001, he was the General Manager of China Insurance Company S.A. Luxembourg, the General Manager of China
Insurance Company (UK) Limited, the General Manager of China Insurance Singapore Branch and China Taiping Insurance
Group Singapore Branch and the Director of the Singaporean Institutional Reorganisation Preparatory Committee. Mr.
Xie was the Chairman of Taiping Life Insurance Co., Ltd. From December 2001 to November 2004. From August 2004
to May 2009, Mr. Xie was the Managing Director and Deputy General Manager of China Insurance (Holdings) Company
Limited and China Insurance H.K. (Holdings) Company Limited. From May 2009 to March 2015, Mr. Xie was Deputy
General Manager of China Taiping Insurance Group Co. and China Taiping Insurance Group (HK) Company Limited.
Meanwhile, he was the Managing Director from May 2009 to March 2012 and an Executive Director from June 2013 to
March 2015. Meanwhile, he was also an Executive Director and Deputy General Manager of China Taiping Insurance
Holdings Company Limited*, Chairman of Taiping Assets Management (HK) Company Limited, Chairman of CIC Holdings
(Europe) Limited, Chairman of Taiping Pension Co., Ltd., Chairman of Taiping Asset Management Company Limited,
Chairman of Taiping Securities (HK) Company Limited, an Executive Director and the General Manager of Taiping Senior
Living Investments Company Limited, Chairman of Taiping Financial Holdings Company Limited, Chairman of Taiping
Investment Holdings Company Limited and Chairman of Shenzhen Taiping Investment Company Limited. Mr. Xie has
served as the Vice President and as an Executive Director of The People’s Insurance Company (Group) of China Limited™*
since March 2015 and October 2017 respectively and he was the Secretary of the Board of Directors from August 2018
to March 2019. He has also been a Director and the Chairman of The People’s Insurance Company of China (Hong
Kong), Ltd. since June 2015 (and ceased to be the Chairman since May 2019), Chairman of PICC Financial Services
Company Limited from January 2017 to March 2019 and Chairman of PICC Investment Holding Company Limited from
March 2018 to March 2019. Mr. Xie has been a Vice Chairman of National Internet Finance Association of China since
September 2016 and Vice Chairman of the Asian Financial Cooperation Association from July 2017 to May 2019 and
a Vice Chairman of the Insurance Association of China since May 2019. Mr. Xie graduated from Nankai University in
July 1988 and graduated from Middlesex University, United Kingdom in June 2001 and obtained a degree of Master
of Arts. Mr. Xie has 40 years of substantial experience in operation and management in the PRC insurance industry.

* This company is listed on the Hong Kong Stock Exchange.
> This company is listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.
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Li Tao, aged 55, Ph.D., a senior economist, a Non-executive Director of the Company. Mr. Li is currently the Deputy
Secretary of the Party Committee and the Chairman of the Supervisory Committee of PICC Life Insurance Company
Limited. Mr. Li began his career in 1985 and previously taught at Beijing University of Aeronautics and Astronautics. He
joined PICC in 1998 and was previously the Deputy General Manager of the Research and Development Center and
the Planning and Statistics Department of PICC, Deputy General Manager and General Manager of the Secretariat of
the Board of Directors of the Company, and the General Manager of the Development and Reform Department, General
Manager of the Policy Research Office, a Senior Specialist of The People’s Insurance Company (Group) of China and
the Secretary of the Board of Directors of The People’s Insurance Company (Group) of China Limited*. Mr. Li graduated
from Renmin University of China with a master’s degree in philosophy in 1993 and graduated from the Party School
of the Central Committee of the Communist Party of China with a doctorate degree in economics in 1998. He has 36
years of substantial experience in research and management.

* This company is listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.

Jiang Caishi, aged 55, Ph.D., a senior economist, an Executive Director and an Executive Vice President of the Company.
Mr. Jiang currently is also the President of the Shanghai Institute of Marine Insurance and Vice President of China
Classification Society. Mr. Jiang joined PICC in 1988 and was seconded to New York, U.S.A. for 2 years. Mr. Jiang
was previously the General Manager of the International Insurance Department of PICC Tianjin Branch, Deputy General
Manager of PICC Tianjin Branch, General Manager of the Property Insurance Department of PICC, General Manager of
the Group Insurance Marketing and Management Department and General Manager of the Large-Scale Commercial Risk
Insurance Department of the Company, General Manager of Shenzhen Branch of the Company, General Manager of
the Agriculture Insurance Department of the Company, a Senior Specialist and concurrently the General Manager of the
Business Development Department of The People’s Insurance Company (Group) of China, an Executive Vice President,
the Chairman of the Supervisory Committee and a Supervisor of the Company. Mr. Jiang once served as the first General
Conference Chairman of the China Urban and Rural Residential Building Earthquakes Catastrophe Insurance Pool and
Chairman on Duty of China Agriculture Insurance and Reinsurance Community. Mr. Jiang resigned as the Chairman of
the Supervisory Committee and a Supervisor of the Company on 12 March 2020. Mr. Jiang has 33 years of substantial
experience in operation and management in the PRC insurance industry.

Lin Hanchuan, aged 72, Ph.D., a professor, a doctoral supervisor, enjoying the special government allowance awarded by
the State Council, an Independent Non-executive Director of the Company. Mr. Lin is the Honorary Dean of the Chinese
SME Research Institute of Zhejiang University of Technology and the Chief Expert of the New and Core Professional
Think Tank of Zhejiang Province for Transformation and Upgrading of SME. Mr. Lin was formerly the Dean of the School
of Economics of Zhongnan University of Economics and Law, the Deputy Director of the University Academic Committee
and the Deputy Director of the Academic Degree Committee of the University of International Business and Economics,
an Independent Director of Hubei Kaile Science and Technology Co., Ltd.* and an Independent Non-executive Director
of Shengang Securities Co., Ltd. He has received over 20 awards at or above provincial and ministerial level such as the
First Class Award for Outstanding Achievements in Humanities and Social Science Studies by National Institute of Higher
Education. Mr. Lin graduated from Zhongnan University of Economics and Law with a doctorate degree in economics.
Mr. Lin has substantial experience in the areas of economic and management research.

* This company is listed on the Shanghai Stock Exchange.
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Lo Chung Hing (Silver Bauhinia Star), aged 69, an Independent Non-executive Director of the Company. Mr. Lo was
a member of the Selection Committee of the 1st and the 2nd Government of Hong Kong, a member of the Election
Meeting of the 9th to the 13th National People’s Congress of Hong Kong, a member of the 9th National People’s
Congress of China and a member of the Executive Officer Election Committee of Hong Kong in 2007 and 2012. Mr. Lo
was previously an Independent Non-executive Director and the Vice Chairman of the Airport Authority of Hong Kong,
an Independent Non-executive Director of Mass Transit Railway Corporation Limited (now known as “MTR Corporation
Limited”*) and MTR Corporation Limited* (now known as “MTR Corporation Limited”*), a member of the Hospital Authority
of Hong Kong, an Independent Non-executive Director of the Urban Renewal Authority of Hong Kong, a member of the
Financial Services Advisory Committee of the Trade Development Council of Hong Kong, the Chairman of the Hospital
Governing Committee of Hong Kong Kowloon Hospital and Eye Hospital, and an Independent Non-executive Director
of China Shanshui Cement Group Limited*. Mr. Lo was also a Deputy General Manager of the Hong Kong Branch of
Bank of China (now known as “Bank of China (Hong Kong) Limited”**) and he worked in Bank of China (Hong Kong)
Limited™ as the Chief Adviser of the Operation Committee and so on. During his employment in the bank, he was a
Rotating Alternate Chairman of the Hong Kong Association of Banks. Mr. Lo graduated from The University of Hong
Kong with an MBA degree and has substantial experience in public management and financial industry.

These companies are listed on the Hong Kong Stock Exchange.

> This company is the major operating subsidiary of and wholly owned by BOC Hong Kong (Holdings) Limited***.
e This company is listed on the Hong Kong Stock Exchange and traded in the form of American depositary receipts in
U.S.A.

Ma Yusheng, aged 60, an Independent Non-executive Director of the Company. Mr. Ma is currently the Consultant of
China Europe International Business School. Mr. Ma previously worked in the National Organization Cadre Training Center
of the Organization Department of the Central Committee of the Communist Party of China, and in the Secretariat of the
Library and Information Committee of the National Colleges and Universities under the National Education Committee.
Mr. Ma was the Director of Human Resources of Philips (China) Investment Services Company Limited and was the
Assistant President and the Chief Representative in Beijing of China Europe International Business School. Mr. Ma
graduated from the Department of Psychology of Peking University with a bachelor’s degree in science and afterwards
graduated from China Europe International Business School with an MBA degree. Mr. Ma has substantial experience
in public and enterprise management.
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Chu Bende, aged 67, a postgraduate of the Party School of the Central Committee of Communist Party of China, a
senior economist, and an Independent Non-executive Director of the Company. Mr. Chu is currently a Consultant of
the National Internet Finance Association of China, the Chairman of the Financial Consumer Protection and Training
Committee, the Deputy Director Member of the China Digital Economy Investment and Financing Alliance, an adjunct
professor of University of International Business and Economics and an external adjunct tutor of postgraduate students
majored in finance of Zhejiang University, and was previously the Deputy Director of the Office of the State Administration
of Foreign Exchange (“SAFE”), Director-General of the General Affairs Department and Director-General of the Supervision
and Inspection Department of SAFE, Deputy Secretary of the Party Committee and Vice President of Shenyang Branch
of the People’s Bank of China and concurrently Deputy President of Liaoning Branch of SAFE, and Executive Deputy
Director (department or bureau level) of Staff Union Work Committee of the People’s Bank of China, the Chairman and
the Secretary-General of the China Foundation for Development of Financial Education, and he has published, edited
and compiled 8 books, and published dozens of byline articles on newspapers and periodicals such as People’s Daily,
Financial News and China Finance Journal. Mr. Chu graduated from Chinese Academy of Social Sciences and afterwards
graduated from the Party School of the Central Committee of Communist Party of China, respectively majoring in currency
banking and history of the Communist Party of China. Mr. Chu has substantial experience in public management and
financial industry.

Qu Xiaohui, aged 66, Ph.D., an Independent Non-executive Director of the Company. Ms. Qu is a member of the
Department of Social Sciences, a retired professor and Doctoral Supervisor of Xiamen University, and is currently a
professor, a Doctoral Supervisor and the leader of the Accounting Discipline of Harbin Institute of Technology, Shenzhen,
and an expert enjoying the special government allowance awarded by the State Council. Ms. Qu is the first female Ph.D.
of accounting and the first female doctoral supervisor in accounting in China, the promoter of demonstration of the
set-up of national Master of Professional Accounting (MPAcc). Ms. Qu was a Deputy Dean of the Graduate School of
Xiamen University, Director of the Center for Accounting Development Studies of Xiamen University, Director of Financial
Management and Accounting Research Institute of Xiamen University, a consultant to the Accounting Standards Committee
of the Ministry of Finance of the PRC and an Independent Non-executive Director of ZTE Corporation*, Yunnan Baiyao
Group Co., Ltd.**, Guangzhou Baiyun Electric Equipment Co., Ltd.”** and SDIC Essence Co., Ltd.”*. Ms. Qu is currently
a consultant to the China National Steering Committee of Professional Accounting Degree Education, and a member
of the Social Sciences Committee of the Ministry of Education, a Vice Chairman of China Cost Research Society, the
Chairman of the Accounting Education Committee of the Chinese Accounting Association, the Director of the Standing
Committee of Guangdong-Hong Kong-Macao University Accounting Union and an Independent Non-executive Director
of SKSHU Paint Co., Ltd.”™*, Xiamen Meiya Pico Information Co., Ltd.** and Qingdao Doublestar Co., LTD**. Ms. Qu
graduated from Xiamen University with a doctorate degree in economics and has substantial experience in the areas of
accounting research and financial management.

* This company is listed on the Hong Kong Stock Exchange and the Shenzhen Stock Exchange.

*k

These companies are listed on the Shenzhen Stock Exchange.

*kk

These companies are listed on the Shanghai Stock Exchange.
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SUPERVISORS

Zhang Xiaoli, aged 56, a postgraduate, a Master, the Chairman of the Supervisory Committee of the Company. Mr.
Zhang was a troop leader of the Chinese People’s Liberation Army from 1980 to 2000. He joined PICC in 2000 and was
previously the Manager of the Disciplinary and Supervisory Office of PICC, Deputy General Manager of the Monitoring
Department of the Company, General Manager of the Office of the Board of Directors and the President Office of PICC
Life Insurance Company Limited, and Secretary of the Commission for Discipline Inspection, an Executive Vice President,
Secretary of the Board of Directors, the Responsible Compliance Officer, the Responsible Auditing Officer and General
Manager of the Secretariat of the Board of Directors and Office of the Supervisory Committee of the Company. Mr.
Zhang graduated from China Europe International Business School with an MBA degree. Mr. Zhang has 21 years of
substantial management experience in the PRC insurance industry.

Wang Yadong, aged 50, a Master, an economist, a Shareholder Representative Supervisor of the Company since March
2019. Mr. Wang is currently the General Manager of the Audit Department and an Employee Representative Supervisor
of The People’s Insurance Company (Group) of China Limited*. Mr. Wang joined PICC in 1995, and was previously the
Deputy Manager of the Property Insurance Division, General Manager of the Underwriting Management Department,
General Manager of the Property Insurance Business Department, the Large-scale Commercial Risk Insurance Department,
the Marine Hull and Cargo Insurance Business Department and the Reinsurance Department of PICC Hubei Branch,
and the Senior Manager of the Business Coordination Division of Business Development Department, Senior Manager
of the Infrastructure Office, Deputy General Manager of the Infrastructure Office of the South Information Centre (Phase
[l) and General Manager of the Infrastructure Office of The People’s Insurance Company (Group) of China Limited*. Mr.
Wang graduated from Hunan Institute of Finance with a bachelor’s degree in management and afterwards graduated
from Huazhong University of Science and Technology with a master’s degree in business management. Mr. Wang has
26 years of substantial experience in operation and management in the PRC Insurance Industry.

* This company is listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.
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Lu Zhengfei, aged 57, Ph.D., a professor, a doctoral supervisor, an Independent Supervisor of the Company since January
2011. Mr. Lu is currently a Professor of Accounting and Doctoral Supervisor of Guanghua School of Management of
Peking University, the Director of the Research Center for Financial Analysis and Financial Investment of Peking University,
an Executive Director and concurrently the Deputy Director of the Professional Committee for Financial Management of
the Chinese Accounting Association. Mr. Lu is also a member of the Editorial Committees of Accounting Research and
Auditing Research. He is an Independent Non-executive Director of Sino Biopharmaceutical Limited*, Zhejiang Tailong
Commercial Bank Co., Ltd. and Shenwan Hongyuan Securities Co., Ltd and an Independent Director of China Cinda Asset
Management Co., Ltd.* and CMB International Capital Corporation Limited. Mr. Lu was previously an Independent Non-
executive Director of the Company, Bank of China Limited** and China Nuclear Engineering & Construction Corporation
Limited***, Lian Life Insurance Co., Ltd. and Beijing Turen Urban Planning and Design Co., Ltd. Mr. Lu was elected into
the “100 Outstanding Persons’ Research Program” as a man of talent in social science theories in Beijing in 2001, the
“New Century Excellent Scholarship Program” of the Ministry of Education of the PRC in 2005, the “Accountant Specialist
Training Project” of the Ministry of Finance of the PRC in 2013, and as a Cheung Kong Chair Professor of the Ministry
of Education of the PRC in 2014. Mr. Lu graduated from Nanjing University with a doctorate degree in economics and
completed the post-doctoral research on economics (accounting) at Renmin University of China.

*

These companies are listed on the Hong Kong Stock Exchange.
> This company is listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.

*kk

This company is listed on the Shanghai Stock Exchange.

Gao Hong, aged 54, a university graduate, an engineer, an Employee Representative Supervisor of the Company since
February 2017. Ms. Gao is currently the Deputy Chairman of the Staff Union Committee and General Manager of the
Staff Union Work Department of the Company. Ms. Gao joined PICC in 1996 and was previously the Deputy Manager
of the Education and Training Division of the Human Resources Department of PICC, Manager of the Training Division
of the Human Resources Department, Assistant General Manager, Deputy General Manager of the Education and
Training Department, Deputy General Manager of the Education and Training Department and concurrently Director of
the Exam Center (department manager level) and Deputy General Manager of the Trade Union Work Department (in
charge, department manager level) of the Company. Ms. Gao has 25 years of operation and management experience
in the PRC insurance industry.

Wang Xiaoli, aged 58, a full-time university graduate, a bachelor of agriculture, a senior accountant and an Employee
Representative Supervisor of the Company since 12 May 2020. Ms. Wang is currently the General Manager of the Audit
Department/Office of the Board of Supervisors of the Company. Ms. Wang started work in 1983 and has engaged in
the economic management work for many years. She joined The People’s Insurance Company (Group) of China Limited*
in March 2016, and was previously the Deputy General Manager (in charge) of the Audit Department of PICC Capital
Investment Management Co., Ltd., the Deputy General Manager (manager level) of the Supervision Department/Audit
Department of the Company and the Senior Expert and Deputy General Manager of the Audit Department/Office of the
Board of Supervisors of the Company. Ms. Wang has 28 years of substantial management experience in economic and
insurance industries.

* This company is listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.
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OTHER SENIOR MANAGEMENT

Yu Ze, aged 49, a university graduate, the Secretary of the Party Committee of the Company. Mr. Yu joined PICC in
July 1994 and worked until July 2003. From July 2003 to October 2006, Mr. Yu served in the Company and was the
Deputy General Manager of the Motor Vehicle Insurance Department of Tianjin Branch of the Company. He worked at The
Tai Ping Insurance Company Limited (Taiping General Insurance Co., Ltd.) from October 2006 to December 2019 and
served as the General Manager of the Tianjin Branch in February 2007, Marketing Director in May 2009, Assistant General
Manager in April 2010, Deputy General Manager in October 2012, Deputy General Manager (in charge) in October 2015,
and the General Manager in September 2016. He also served as a Director of Taiping Reinsurance Brokers Limited, the
Chairman of Taiping Science and Technology Insurance Co., Ltd., Director of Taiping-Starr Holdings, LLC and Director
of Taiping-Starr Insurance Agency, Inc. Mr. Yu was appointed as the Vice President of The People’s Insurance Company
(Group) of China Limited* since December 2019 and he was appointed as the Responsible Compliance Officer and Chief
Risk Officer since April 2020. Mr. Yu also served as the Chairman of PICC Investment Holding Company Limited from
April 2020 to March 2021 and a Non-executive Director and the Chairman of PICC Financial Services Company Limited
since December 2020. Mr. Yu has served as an Executive Director of China Foreign Trade Council since September
2019. Mr. Yu graduated from Nankai University in July 1994 with a bachelor’s degree in Economics. Mr. Yu has 27
years of substantial experience in operation and management in the PRC insurance industry.

* This company is listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.

Feng Xianguo, aged 58, a Master, a senior economist, an Executive Vice President of the Company. Mr. Feng began
his career in 1978 and joined PICC in 1984. He was previously the Chief Economist of PICC Xianning Regional Branch,
Deputy General Manager of PICC Xianning Branch, Manager of the Motor Vehicles Insurance Division and General
Manager of the Motor Vehicles Insurance Department of PICC Hubei Provincial Branch, Deputy General Manager of Hubei
Provincial Branch and concurrently General Manager of Wuhan Branch of the Company, the Chief Responsible Officer
and General Manager of Tianjin Branch of the Company, and General Manager of Beijing Branch of the Company. Mr.
Feng graduated from Central China Normal University with a master’s degree in economics. Mr. Feng has 37 years of
substantial experience in operation and management in the PRC insurance industry.
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Shen Dong, aged 52, a master postgraduate, a senior accountant, an Executive Vice President, the Responsible Financial
Officer and the Chief Accountant of the Company. Mr. Shen joined PICC in 1992 and was previously the Assistant
Manager, Deputy Manager and Manager of the Finance and Accounting Division and the Reinsurance Division of PICC
Guangxi Provincial Branch, Deputy General Manager of Guangxi Provincial Branch of the Company and Deputy General
Manager and General Manager of the Finance and Accounting Department of the Company. Mr. Shen graduated from
Xiamen University with a bachelor’s degree in economics and afterwards graduated from Beijing University of Aeronautics
and Astronautics with a master’s degree in software engineering. Mr. Shen has 29 years of substantial experience in
operation and management in the PRC insurance industry.

Wu Jianlin, aged 58, a university graduate, a senior economist, an Executive Vice President of the Company. Mr. Wu is
also a member of the 11th Zhejiang Provincial Committee of the Chinese People’s Political Consultative Conference and
a Model Worker of the Inner Mongolia Autonomous Region in 2010. Mr. Wu began his career in 1979 and joined PICC
in 1984. He was previously the Deputy Director, Deputy Manager and Director of the General Office and the Business
Publicity Division of PICC Hangzhou Branch, the Chief Responsible Officer and Manager of Hangzhou Xihu Sub-branch
and Manager of the General Office of Zhejiang Provincial Branch of PICC Property Insurance Company, Assistant
General Manager and Deputy General Manager of PICC Zhejiang Provincial Branch, Deputy General Manager of Zhejiang
Provincial Branch and concurrently General Manager of Hangzhou Branch of the Company, the Chief Responsible Officer
and General Manager of Inner Mongolia Branch of the Company, the Chief Responsible Officer and General Manager of
Zhejiang Provincial Branch of the Company, and an Assistant to the President of the Company. Mr. Wu graduated from
the Party School of the Central Committee of the Communist Party of China majoring in economics and management.
Mr. Wu has 36 years of substantial experience in operation and management in the PRC insurance industry.

Shao Liduo, aged 54, Ph.D., a senior engineer, an Executive Vice President, the Chief Information Technology Officer
of the Company. Mr. Shao began his career in 1985 and joined PICC Property Insurance Company in 1998. He was
previously the Deputy Manager and Manager of the Software Development Division of the Information & Technology
Department of PICC, and Manager of the Software Development Division of the Information & Technology Department,
Deputy General Manager of the Vehicles Insurance Department, Deputy General Manager (in charge) and General
Manager of the Information & Technology Department and an Assistant to the President of the Company. Mr. Shao
enjoyed the special government allowance from the State Council in December 2016. Mr. Shao graduated from the PLA
Information Engineering College (now known as “PLA Information Engineering University”) with a bachelor’s degree in
science, Beijing Institute of Technology with an MBA degree and Beijing Normal University with a doctorate degree in
science. Mr. Shao has 31 years of substantial experience in operation and management in the PRC insurance industry
and the information and technology sector.
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Fu Lianghua, aged 54, a postgraduate, a Master of Military Science, the Secretary of the Discipline Inspection Commission
of the Company. Mr. Fu served the People’s Liberation Army from October 1983 to December 2016. He joined China
Life Insurance Company Limited* in December 2016, successively serving as the Deputy General Manager of the Audit
and Supervision Department, the Secretary of the Discipline Inspection Commission of Jilin Branch, a member of the
Party Committee and the Director of the Trade Union (headquarters department general manager level). Mr. Fu joined
The People’s Insurance Company (Group) of China Limited* since April 2018, successively serving as the Deputy General
Manager of General Office (department manager level), the Deputy Director of the Party Committee Office, the Deputy
General Manager of General Office (in charge, department manager level), the Deputy Director of the Party Committee
Office (in charge), the General Manger of General Office and the Director of the Party Committee Office. Mr. Fu graduated
successively from China People’s Liberation Army Sports College and China People’s Liberation Army National Defence
University. Mr. Fu has 29 years of substantial management experience.

* These companies are listed on the Hong Kong Stock Exchange and the Shanghai Stock Exchange.

Zhang Daoming, aged 45, a postgraduate, a Master of Business Administration, an economist, an Assistant to the
President of the Company and the Secretary of Party Committee and General Manager of Guangdong Provincial Branch
of the Company. Mr. Zhang was the Deputy Division Chief of the Comprehensive Planning Division of the Human
Resources Department and the Deputy Division Chief of the Market Research Division of the Strategic Development
Department of the Company, the Deputy General Manager of the Human Resources Department of Anbang Property &
Casualty Insurance co., LTD, the Assistant to the General Manager, the Deputy General Manager, the Deputy General
Manager (in charge) of the Market Research Department/Channel Management Department of the Company, a member
of party committee and the Deputy General Manager of Zhejiang Provincial Branch of the Company and the General
Manager of Compliance Department/Risk Management Department of the Company, the Secretary of party committee
and the General Manager of Jiangxi Provincial Branch and Guangdong Provincial Branch of the Company. Mr. Zhang
graduated from the School of Economics and Management of Tsinghua University with a master’s degree in business
administration. Mr. Zhang has 22 years of substantial management experience in the PRC insurance industry.

Xia Yuyang, aged 58, a postgraduate of party school of the Communist Party of China, a senior economist, an Assistant
to the President of the Company, the Secretary of party committee and the General Manager of Jiangsu Provincial
Branch of the Company. Mr. Xia served as a member of party committee, the Assistant to General Manager, the Deputy
General Manager of Yangzhou Branch of the Company, the Secretary of party committee and the General Manager of
Lianyungang Branch of the Company, the Assistant to General Manager, a member of party committee and the Deputy
General Manager of Jiangsu Provincial Branch of the Company, the Director of Nanjing Supervision and Audit Center, the
Secretary of party committee and the General Manager of Anhui Provincial Branch and Jiangsu Provincial Branch of the
Company. Mr. Xia graduated from the Jiangsu Provincial Party School. Mr. Xia has 38 years of substantial management
experience in the PRC insurance industry.

Zou Zhihong, aged 50, a full-time Ph.D., a senior economist, Secretary of the Board of Directors, General Manager of
the Legal Department of the Company. Mr. Zou joined PICC Property Insurance Company in 1998. He was previously
Manager of the Litigation Recovery Management Division of the Legal Department and Assistant General Manager of
the Legal Department of PICC Property Insurance Company, and Deputy General Manager and General Manager of the
Legal Department of the Company. Mr. Zou graduated from Wuhan University with a doctorate degree in law. Mr. Zou
has 22 years of substantial experience in the field of legal compliance.

2020 Annual Report



PICC Property and Casualty Company Limited

Report of the Board of Directors

Report of the Board of Directors

The Board of Directors presents its report and the audited financial statements of the Company and its subsidiaries for
the Year.

BUSINESS REVIEW
PRINCIPAL ACTIVITIES

The Company is engaged in motor vehicle insurance, commercial property insurance, cargo insurance, liability insurance,
accidental injury insurance, short-term health insurance, agriculture insurance, credit insurance, surety insurance,
homeowners insurance, marine hull insurance and other insurance businesses in Chinese mainland, which are denominated
in RMB and foreign currencies, and the related reinsurance business as well as investment and funds application
business permitted under the relevant laws and regulations of the PRC. The Company’s subsidiaries are mainly engaged
in providing insurance agency services, training services, IT services, property management services, etc. Details of the
Company’s subsidiaries are set out in note 25 to the consolidated financial statements.

OPERATING RESULTS AND FINANCIAL POSITION

Discussion and analysis of operating results and financial conditions using key financial performance indicators by the
Company are set out in the “Discussion and Analysis of Operating Results and Financial Conditions” section of this
annual report.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Company and its subsidiaries for the last five financial years
is set out in the “Financial Summary” section of this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

The Company has adopted a prudent risk management strategy, and the risk management service is guided by the overall
business strategy of the Company. The Company has maintained the underwriting ability and solvency compatible to the
business scale and development speed. In 2020, the Company has maintained its business stable, achieved adequate
solvency, maintained the comprehensive risk rating at a relatively good level, and the overall risk is under control.

In 2020, the business development of insurance industry was impacted by the COVID-19 at the beginning of the Year.
However, as the normalisation of epidemic prevention and control, the resumption of work and production of enterprises,
and the issuance of various national supporting policies, the overall insurance industry has shown a stable performance.
At present and in the near future, we still need to focus on and take countermeasures with respect to certain risks and
uncertainties, which mainly include the following aspects. Firstly, in terms of credit risk, due to the pandemic, the
social credit environment is grim with a relatively high default risk. The risks of capital utilisation and financing credit and
surety insurance increase, and collecting the premiums receivable gets more difficult. Secondly, in terms of market
risk, the monetary easing policy featuring a low interest rate remains, whilst the high-quality financial products supply
under the new asset management regulations is limited, leading to the increasing difficulty in insurance fund allocation
and the downward pressure of the holding yield. The global stock markets, including the A-share market in the PRC,
are gradually experiencing structural overvaluation pressure, which will increase the difficulty and risk exposure of equity
investments in the secondary market. Thirdly, in terms of regulatory policies, the implementation of the motor vehicle
insurance comprehensive reform in 2020 will further open up the room for pricing. The decrease of average premium per
car and increase of insurance liability limitation have brought challenges to the Company in respect of product design,
pricing capabilities, risk management capabilities, and future business operations.
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The Company will continually adhere to the general keynote of seeking progress while maintaining stability, base on the
new development stage of the “14th Five-Year Plan”, take PICC Group’s “Excellent Insurance Strategy” as its guideline,
focus on “building a comprehensive risk management platform”, continue to facilitate the construction of “rules, systems
and assessment”, promote the implementation of the second-phase results of the “C-ROSS” project, and comprehensively
improve risk management capabilities. In terms of investment risk management and control, the Company will
continuously adhere to prudent investment strategy and relatively low tolerance of credit risks, set relatively high standards
for entry standard of counterparties and investment assets, conduct categorised assessments of risk assets regularly, keep
track of principals and interests payment of non-standard financial products, and strengthen post-investment management.
The Company will continually optimise the position structure, reasonably control the scale of equity investment assets
and the volatility of investment assets through stop-profit and stop-loss mechanisms. In terms of risk management
and control of premiums receivable, the Company continually enhances refined process management of premiums
receivable, formulates differentiated management and control goals based on the characteristics of different insurance
types, conducts regular monitoring analysis and risk warnings, establishes an accountability mechanism for premiums
receivable, and incorporates such accountability results into financial inspection and auditing. In addition, the Company is
developing a management platform for premiums receivable to achieve full-process management for the monitoring and
analysis of premiums receivable, collection warnings, impairment accrual, written-off, accountability and other procedures.
In terms of risk management and control of financing credit and surety insurance, the Company adopts prudent
underwriting principle, optimises and adjusts business structure, strictly controls risk exposure, introduces third-party
credit data, improves risk control models, strengthens information system construction, improves post-loan (financing)
asset monitoring and collection and recovery system, and constantly consolidates business operation capabilities. In
terms of improvement of operating capabilities of motor vehicle insurance, the Company will stick to the philosophy
of profitable underwriting, continue to optimise business structure, implement differentiated pricing and cost allocation,
increase the penetration rate and renewal rate of advantageous businesses, strictly control claim settlement process,
accelerate direct sales channel construction, and enhance the profitability of motor vehicle insurance business. Meanwhile,
the Company will proactively seize opportunities to promote product innovation, to achieve a new leap in motor vehicle
insurance business with new products and in new fields.

PARTICULARS OF IMPORTANT EVENTS AFFECTING THE COMPANY THAT HAVE OCCURRED SINCE THE
END OF THE YEAR

Particulars of the important events affecting the Company that have occurred since the end of the Year are set out in
the “Discussion and Analysis of Operating Results and Financial Conditions” section of this annual report.

FUTURE DEVELOPMENT

Potential future development in the Company’s business is set out in the “Discussion and Analysis of Operating Results
and Financial Conditions” section of this annual report.

SOCIAL RESPONSIBILITY REPORT

For details of the implementation of social responsibilities of the Company during the Year, please refer to the Corporate
Social Responsibility Report, the full text of which will be separately disclosed by the Company.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Company diligently carried out the fundamental state policy of environmental protection, upheld the idea of green
development in its development strategy and the management of daily business operations, developed green finance,
reduced environmental costs, mitigated climate changes and contributed to the sustainable development goals (SDGs).

The Company was devoted to green finance by developing green insurance and responsible investment to promote
sustainable development by way of providing financial support and guarantee.

The Company strictly complied with all relevant national environmental laws and regulations, actively put its philosophy of
green development into practice by implementing a mechanism for green operation and striving to reduce consumption
of resources and energy. As water and papers are the primary resources consumed by the Company, in order to
continuously reduce the consumption of resources, the Company continued to improve paperless operation at all levels
of the Company through the promotion of digital operation, and imposed reasonable control over water consumption.
The primary energies consumed by the Company include electricity, gasoline and natural gas. By adopting specific
measures such as staggering the operation hours of central air-conditioning, public lighting, elevators and other public
energy-consuming facilities, introducing energy conservation signs and increasing employees’ awareness about energy
conservation, the Company strived to reduce energy consumption and continued to increase efficiency in order to reduce
the emission of greenhouse gases.

Following the principle of classified treatments of wastes and in strict compliance with the relevant national environmental
protection standards, the Company applied specialised treatments to all kinds of wastes based on the principle of
classified treatments and relied on third parties’ professional treatments.

COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS THAT HAVE A SIGNIFICANT IMPACT

The Company has been adhering to the philosophy of carrying out business in accordance with laws and regulations,
and complied with the state laws, administrative regulations, and various rules and regulatory documents promulgated
by the regulatory authorities.

In 2020, the Company actively adapted to the insurance industry development and reform trends, researched the impacts
of various newly promulgated laws and regulations on the Company’s business operation, and proactively took measures
to ensure the effective implementation of various reform initiatives. The Company continuously strengthened compliance
culture promotion by introducing innovative means and methods and expanding coverage of promotion and training so
as to promote the philosophy of carrying out business in accordance with laws and regulations throughout the Company.
According to the requirements of the CBIRC, the Company continuously promoted review of rectification throughout the
Company, rectified problems identified by the CBIRC during on-site inspection, effectively strengthened consumers’ right
and interest protection and ensured the risks were overall controllable. The Company made great efforts in improving risk
prevention and control capabilities in key areas, improving overall risk management system, establishing comprehensive
risk prevention and control framework, upgrading risk management technologies and enhancing risk prevention and
control at the branch level. With the “Three Tiers of Defence” each playing its role and continuous strengthening of the
operation mechanism based on closed-loop management, the Company upheld the bottom line of zero occurrence of
systematic risk. Through formulating and improving internal rules and systems, the Company carried out various legal and
regulatory requirements, improved internal control and management of the Company and facilitated the establishment
of a long-term mechanism of operation in compliance with laws and regulations, with a view to providing solid support
for the high-quality development of the Company.
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In 2020, the overall compliance status of the Company’s operation and management was good and the compliance risk
management system was in normal operation. There was no material systematic compliance risk.

RELATIONSHIP BETWEEN THE COMPANY AND EMPLOYEES

The relationship between the Company and employees is set out in the “Discussion and Analysis of Operating Results
and Financial Conditions” section of this annual report. The Company is not aware of any significant relationships with
its employees, which have a significant impact on the Company and are the basis of its success.

RELATIONSHIP BETWEEN THE COMPANY AND CUSTOMERS

In 2020, the Company, guided by “Excellent Insurance Strategy”, solidly carried out the “Warmth Project” and strived
to improve customer service capabilities and consistent customer experience. Firstly, the Company strengthened the
implementation of traditional core work functions such as customer service management, customers’ right and interest
protection and customer resources application. The “95518” customer service hotline of the Company received the “Best
Customer Contact Center in China” award for 12 years consecutively. The Company was accredited as one of the top
ten excellent organisers of the “3.15” consumers’ rights and interest protection promotion week and comprehensive
financial knowledge education and promotion activity in 2020, which has been praised by regulatory authorities.
Secondly, the Company adhered to the customer-centric principle and promoted the customer perspective-oriented
optimisation of the Company’s operational process based on the technology empowerment and digitisation, through
innovative measures such as strengthening innovation and overall promotion, making efforts to attract customers online,
carrying out customer journey and NPS (Net Promoter Score) management, and deepening the big data management
applications; and strengthened operational collaboration and resource sharing among various functional sections such
as underwriting, claim settlement, and sales. The customer visits of WeChat official account of the Company, PICC APP,
and website totaled more than 1 billion, and the accumulated following users exceeded 100 million, and provided 7*24
uninterrupted warm service during the epidemic. Thirdly, the technology empowerment and innovative drive gradually
took effect. As the sole representative of the insurance industry, the innovative project of the Company, SME Innovation
and Entrepreneurship Service Guarantee Plan, was historically shortlisted in the National Mass Entrepreneurship and
Innovation Week for the first time in the industry. The Company’s service model innovations such as “Traffic Police and
Insurer Joint Work” won three awards including “2019-2020 Service Innovation Gold Medal Case” by China Banking
and Insurance News.

The Company is not aware of any significant relationships with its customers, which have a significant impact on the
Company and are the basis of its success.

PROPOSED FINAL DIVIDEND AND CLOSURE OF REGISTRATION FOR
H SHARE MEMBERS

The Board proposed the distribution of a final dividend of RMBO0.375 per share (inclusive of applicable tax) for the year ended
31 December 2020. The total amount of dividend was approximately RMB8,341 million. The above proposal is subject
to the approval of the Company’s shareholders at the forthcoming annual general meeting. The specific arrangement
regarding announcement and distribution of the final dividend, the closure of registration for H share members, etc.
will be disclosed separately in the circular for the annual general meeting. If approved at the annual general meeting,
the final dividend will be paid around 9 July 2021 by the Company. To the knowledge of the Company, there was no
arrangement under which the shareholders waived or agreed to waive any dividend.

The Company had not paid any interim dividend during the Year.
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WITHHOLDING AND PAYMENT OF DIVIDEND INCOME TAX

Pursuant to the regulations of relevant PRC laws and regulations and regulatory documents on taxation, the Company
shall, as a withholding agent, withhold and pay income tax on the dividend, including withholding and payment of
enterprise income tax on behalf of overseas non-resident enterprise shareholders, individual income tax on behalf of
overseas individual shareholders and individual income tax on behalf of domestic individual shareholders investing
through China-Hong Kong Stock Connect, in the distribution of the final dividend for the Year. Particulars of withholding
and payment of income tax on dividend will be disclosed separately in the circular of the shareholders’ annual general
meeting by the Company.

SHARE CAPITAL

During the Year, there was no change in the share capital of the Company.

PRE-EMPTIVE RIGHTS

There are no provisions regarding pre-emptive rights in respect of the transfer of shares or issue of new shares of joint
stock limited companies under the Company Law.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

The Company and its subsidiaries did not purchase, sell or redeem any of the Company’s listed securities during the Year.

DISTRIBUTABLE RESERVES

As at 31 December 2020, according to the PRC Accounting Standards for Business Enterprises, the distributable
reserves of the Company and its subsidiaries were RMB48,342 million and the distributable reserves of the Company
were RMB48,594 million.

CAPITAL SUPPLEMENTATRY BONDS

On 283 March 2020, the Company issued capital supplementary bonds of RMB8 billion in the national inter-bank bond
market. Term of the capital supplementary bonds is 10 years. The coupon rate is 3.59% per annum for the first five years.
The Company has the option to redeem the capital supplementary bonds at the end of the fifth year. If the Company
does not exercise the redemption right, the coupon rate will be 4.59% per annum for the remaining five years. Proceeds
from the capital supplementary bonds were used for supplementing the capital and raising the solvency margin of the
Company.

INVESTMENT PROPERTIES, PROPERTY AND EQUIPMENT

Details of the investment properties, property and equipment of the Company are set out in note 26 and 27 to the
consolidated financial statements. As at 31 December 2020, the Company did not own any properties for investment
purposes or held for development and/or sale where one or more percentage ratios (as defined under Rule 14.07 of
the Listing Rules) exceed 5%.
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CHARITABLE AND OTHER DONATIONS

Charitable and other donations made by the Company and its subsidiaries in the Year were RMB76.59 million, of which
RMB51.53 million were donations for public benefits.

MAJOR CUSTOMERS

The gross written premiums of the Company and its subsidiaries attributable to their five largest customers did not
exceed 1% of the gross written premiums of the Company and its subsidiaries for the Year.

DIRECTORS AND SUPERVISORS

The Directors and Supervisors in office during the Year, and the changes in the members of the Board of Directors and
the members of the Supervisory Committee as well as the reasons for resignation of Directors and Supervisors from 1
January 2020 to the date of this report are set out in the “Corporate Governance Report” section of this annual report.

BIOGRAPHICAL DETAILS OF DIRECTORS, SUPERVISORS AND OTHER
SENIOR MANAGEMENT

Biographical details of the Directors, Supervisors and other senior management of the Company are set out in the
“Biographical Details of Directors, Supervisors and Other Senior Management” section of this annual report.

DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS AND
REMUNERATION

The Company did not enter into any service contracts, which are not determinable by the Company within one year
without payment of compensation (other than statutory compensation), with any Director or Supervisor.

The Company confirms that none of the Directors or Supervisors have waived or agreed to waive any remuneration, nor
has the Company nor the Company’s subsidiaries paid any remuneration to any Director or Supervisor as an inducement
to join or upon joining the Company or the Company’s subsidiaries or as compensation for loss of office.

Details of the remuneration of the Directors and Supervisors are set out in note 13 to the consolidated financial statements.

HIGHEST PAID INDIVIDUALS

Details of the remuneration of the five highest paid individuals of the Company are s