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(Name, Telephone, Email and/or Facsimile Number and Address of Company Contact Person)

Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
American depositary shares New York Stock Exchange
H shares, par value RMB1.00 per share New York Stock Exchange*

* Not for trading, but only in connection with the listing on the New York Stock Exchange of American depositary
shares, each representing 15 H shares.
Securities registered or to be registered pursuant to Section 12(g) of the Act:
None.
(Title of Class)
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:

None.

(Title of Class)

Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock as of the close of
the period covered by the annual report.

As of December 31, 2014, 7,441,175,000 H shares and 20,823,530,000 A shares, par value RMB1.00 per share, were

issued and outstanding. H shares are listed on the Hong Kong Stock Exchange. A shares are listed on the Shanghai
Stock Exchange. Both H shares and A shares are ordinary shares.
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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. x Yes "~ No

If this report is an annual report or transition report, indicate by check mark if the registrant is not required to file
reports pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934. ~ Yes x No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. x Yes = No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required

to submit and post such files). ~ Yes ~ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one)

Large accelerated filer x Accelerated filer ~ Non-accelerated filer ~

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:

U.S.GAAP ~© International Financial Reporting Standards as issued Other ~
by the International Accounting Standards Board x
If Other has been checked in response to the previous question, indicate by check mark which financial statement item

the registrant has elected to follow. ~ Item 17 ~ Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act). ~ Yes x No
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FORWARD-LOOKING STATEMENTS

This annual report contains certain forward-looking statements within the meaning of Section 27A of the Securities

Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These

forward-looking statements state our intentions, beliefs, expectations or predictions for the future, in particular under
Item 4. Information on the Company , Item 5. Operating and Financial Review and Prospects and Item 8. Financial

Information Embedded Value .

The forward-looking statements include, without limitation, statements relating to:

future developments in the insurance industry in China;

changes in interest rates and other economic and business conditions in China;

the industry regulatory environment as well as the industry outlook generally;

the amount and nature of, and potential for, future development of our business;

the outcome of litigation and regulatory proceedings that we currently face or may face in the future;

our business strategy and plan of operations;

the prospective financial information regarding our business;

our dividend policy; and

information regarding our embedded value.
In some cases, we use words such as believe , intend , anticipate , estimate , project , forecast , plan , potentia
should and expect and similar expressions to identify forward-looking statements. All statements other than statements
of historical facts included in this annual report, including statements regarding our future financial position, strategy,
projected costs and plans and objectives of management for future operations, are forward-looking statements.
Although we believe that the expectations reflected in those forward-looking statements are reasonable, we can give
no assurance that those expectations will prove to have been correct, and you are cautioned not to place undue reliance
on such statements. Important factors that could cause actual results to differ materially from our expectations are
disclosed under Item 3. Key Information Risk Factors and elsewhere in this annual report, including in conjunction
with the forward-looking statements included in this annual report. We undertake no obligation to publicly update or
revise any forward-looking statements contained in this annual report, whether as a result of new information, future
events or otherwise, except as required by law. All forward-looking statements contained in this annual report are
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CERTAIN TERMS AND CONVENTIONS

References in this annual reportto we , us , our ,the Company or ChinaLife mean China Life Insurance Compan
Limited and, as the context may require, its subsidiaries. References to CLIC mean China Life Insurance (Group)
Company and, as the context may require, its subsidiaries, other than China Life. References in this annual report to
AMC mean China Life Asset Management Company Limited, the asset management company established by us with
CLIC on November 23, 2003. References to CLPCIC mean China Life Property and Casualty Insurance Company
Limited, the property and casualty company established by us with CLIC on December 30, 2006. References to China
Life Pension mean China Life Pension Company Limited established by us, CLIC and AMC on January 15, 2007.

The statistical and market share information contained in this annual report has been derived from government
sources, including the China Insurance Yearbook 2012, the China Insurance Yearbook 2013, the China Insurance
Yearbook 2014 and other public sources. The information has not been verified by us independently. Unless otherwise
indicated, market share information set forth in this annual report is based on premium information as reported by the
CIRC. The reported information includes premium information that is not determined in accordance with HKFRS,
U.S. GAAP or IFRS.

References to A shares mean the RMB ordinary shares which have been listed on the Shanghai Stock Exchange since
January 9, 2007.

References to China or PRC mean the People s Republic of China, excluding, for purposes of this annual report, Hong
Kong, Macau and Taiwan. References to the central government mean the government of the PRC. References to

State Council mean the State Council of the PRC. References to the CIRC mean the China Insurance Regulatory
Commission. References to MOF or Ministry of Finance mean the Ministry of Finance of the PRC. References to

Ministry of Commerce mean the Ministry of Commerce of the PRC. References to CSRC mean the China Securities
Regulatory Commission. References to CBRC mean the China Banking Regulatory Commission. References to

PBOC mean the People s Bank of China. References to SAFE mean the State Administration of Foreign Exchange of
the PRC. References to SAIC mean the State Administration for Industry and Commerce of the PRC.

References to HKSE or Hong Kong Stock Exchange mean The Stock Exchange of Hong Kong Limited. References to
NYSE or New York Stock Exchange mean the New York Stock Exchange. References to SSE or Shanghai Stock
Exchange mean the Shanghai Stock Exchange.

References to IFRS mean the International Financial Reporting Standards as issued by the International Accounting
Standards Board, references to U.S. GAAP mean the generally accepted accounting principles in the United States,
references to HKFRS mean the Hong Kong Financial Reporting Standards, issued by the Hong Kong Institute of
Certified Public Accountants, and references to PRC GAAP mean the PRC Accounting Standards for Business
Enterprises (2006) applicable to companies listed in the PRC. Unless otherwise indicated, our financial information
presented in this annual report has been prepared in accordance with IFRS.

References to Renminbi or RMB in this annual report mean the currency of the PRC, references to U.S. dollars or

US$ mean the currency of the United States of America, and references to Hong Kong dollars , H.K. dollars or HK$
mean the currency of the Hong Kong Special Administrative Region of the PRC.
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Unless otherwise indicated, translations of RMB amounts into U.S. dollars for presentation only in this annual report
have been made at the rate of US$1.00 to RMB 6.2046, the noon buying rate in the City of New York for cable
transfers payable in foreign currencies as certified for customs purposes by the Federal Reserve Bank of New York on
December 31, 2014. No representation is made that Renminbi amounts could have been, or could be, converted into
U.S. dollars at that rate on December 31, 2014 or at all. Translations of foreign currency amounts into RMB amounts
for the purpose of preparing our audited consolidated financial statements included elsewhere in this annual report or
our previous annual reports have been made at the exchange rates published by the PBOC.

Any discrepancies in any table between totals and sums of the amounts listed are due to rounding.

If there is any discrepancy or inconsistency between the Chinese names of the PRC entities in this annual report and
their English translations, the Chinese version shall prevail.
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS.
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE.
Not applicable.

ITEM 3. KEY INFORMATION.
A. SELECTED FINANCIAL DATA

Selected Historical Consolidated Financial Data

The following tables set forth our selected consolidated financial information for the periods indicated. We have
derived the consolidated financial information from our audited consolidated financial statements included elsewhere
in this annual report or our previous annual reports.

We prepare our consolidated financial statements in accordance with IFRS as issued by the IASB.

You should read this information in conjunction with the rest of the annual report, including our audited consolidated

financial statements and the accompanying notes, Item 5. Operating and Financial Review and Prospects included
elsewhere in this annual report and the independent registered public accounting firm s reports.
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Consolidated Statement of
Comprehensive Income

Revenues
Gross written premiums
Less: premiums ceded to reinsurers

Net written premiums
Net change in unearned premium reserves

Net premiums earned

Investment income

Net realised gains and impairment on
financial assets

Net fair value gains/(losses) through profit
or loss

Other income

Total revenues

Benefits, claims and expenses
Insurance benefits and claims expenses
Life insurance death and other benefits
Accident and health claims and claim
adjustment expenses

Increase in insurance contract liabilities
Investment contract benefits
Policyholder dividends resulting from
participation in profits

Underwriting and policy acquisition costs
Finance costs

Administrative expenses

Other expenses

Statutory insurance fund contribution

Total benefits, claims and expenses
Share of profit of associates and joint
ventures

Profit before income tax

Income tax

Net profit

Table of Contents

2010
RMB

318,229
(177)

318,052
36

318,088
48,872
15,841

280
2,157

385,838

(71,237)

(8,740)
(199,655)
(1,950)

(13,224)
(27,256)
(304)
(20,285)
(3,351)
(599)

(346,601)
1,771
41,008

(7,197)

33,811

For the year ended December 31,
2011 2012 2013 2014
RMB RMB RMB RMB

(in millions except for per share data)

318,252 322,742 326290 331,010
(232) (384) (556) (515)
318,020 322358 325734 330,495
256 (232) 921) (390)
318,276 322,126 324,813 330,105
60,722 73,243 82,816 93,548
(11,208)  (26,876) 5,793 7,120
337 (313) 137 5,808
2,772 3,305 4,324 4,185
370,899 371,485 417,883 440,766
(101,349)  (107,674) (193,671) (192,659)
(7,789)  (7.898) (11,263)  (16,752)
(181,579) (184,990) (107,354) (105,883)
2,031)  (2,032)  (1,818)  (1,958)
(6,125)  (3.435) (18,423)  (24,866)
(27434)  (27,754)  (25,690)  (27,147)
(873)  (2,575)  (4,032)  (4,726)
(21,549)  (23,283)  (24,805)  (25,432)
(3,275)  (3304)  (3.864)  (4,151)
(595) (609) (637) (701)
(352,599) (363,554) (391,557) (404,275)
2,213 3,037 3,125 3911
20,513 10,968 29,451 40,402
(2,022) 304 (4,443)  (7,888)
18,491 11272 25008 32,514

2014
US$

53,349
(83)

53,266
(63)

53,203
15,077
1,148

936
675

71,039

(31,051)

(2,700)
(17,065)
(316)

(4,008)
(4,375)
(762)
(4,099)
(668)
(113)

(65,157)
630
6,512

(1,272)

5,240
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Attributable to:

- Equity holders of the Company 33,626 18,331 11,061 24,765
- Non-controlling interests 185 160 211 243
Basic and diluted earnings per share® 1.19 0.65 0.39 0.88

() Numbers are based on the weighted average number of 28,264,705,000 shares in issue.
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32,211
303
1.14

5,191
49
0.18
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Other comprehensive income

Other comprehensive income that may be
reclassified to profit or loss in subsequent
periods:

Consolidated Statement of Comprehensive
Income

Fair value gains/(losses) on available-for-sale
securities

Amount transferred to net profit from other
comprehensive income

Portion of fair value changes on available-for-sale
securities attributable to participating
policyholders

Share of other comprehensive income of
associates and joint ventures under the equity
method

Others

Income tax relating to components of other
comprehensive income

Other comprehensive income that may be
reclassified to profit or loss in subsequent
periods

Other comprehensive income that will not be
reclassified to profit or loss in subsequent
periods

Other comprehensive income for the year, net
of tax

Total comprehensive income for the year, net
of tax

Attributable to:

- Equity holders of the Company
- Non-controlling interests

Table of Contents

2010
RMB

(13,666)

(15,763)

7,983

(131)

)

5,362

(16,216)

(16,216)

17,595

17,423
172

For the year ended December 31,

2011
RMB

2012
RMB

2013
RMB

2014
RMB

(in millions except for per share data)

(45,576)

11,054

2,521

(201)

€]

7,989

(24,214)

(24,214)

(5,723)

(5.874)
151

8,864

26,876

(2,635)

167

(8,265)

25,007

25,007

36,279

36,056
223

(25,135)

(5,793)

2,635

(332)

7,050

(21,575)

(21,575)

3,433

3,203
230

70,342

(7,120)

(11,035)

120

(13,023)

39,284

39,284

71,798

71,443
355

2014
US$

11,339

(1,148)

1,779)

19

(2,099)

6,332

6,332

11,572

11,515
57
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Consolidated Statement of
Financial Position

Assets

Property, plant and equipment
Investment properties
Investments in associates and joint
ventures

Held-to-maturity securities
Loans

Term deposits

Statutory deposits - restricted
Available-for-sale securities
Securities at fair value through
profit or loss

Securities purchased under
agreements to resell

Accrued investment income
Premiums receivable
Reinsurance assets

Other assets

Cash and cash equivalents

Total assets

Liabilities and equity
Liabilities

Insurance contracts

Investment contracts
Policyholder dividends payable
Interest-bearing loans and
borrowings

Bonds payable

Financial liabilities at fair value
through profit or loss

Securities sold under agreements to
repurchase

Annuity and other insurance
balances payable

Premiums received in advance
Other liabilities

Deferred tax liabilities

Current income tax liabilities
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2010
RMB

18,946

20,892
246,227
36,543
441,585
6,153
548,121

9,762

18,193
7,274
830
8,199
47,854

1,410,579

1,018,135
70,171
52,828

23,065

8,275
1,880
13,746
11,776
34

2011
RMB

20,231

24,448
261,933
61,104
520,793
6,153
562,948

23,683

2,370
22,946
8,253
878
12,182
55,985

1,583,907

1,199,373
69,797
46,368

29,990

13,000

11,954
3,719
13,968
1,454
750

As of December 31,
2012 2013
RMB RMB

(in millions)

22,335

28,991
452,389
80,419
641,080
6,153
506,416

34,035

894
28,926
8,738
948
18,140
69,452

1,898,916

1,384,537
66,639
44,240

67,981

68,499

16,890
2,576
16,435
7,834
22

23,393
1,329

34,775
503,075
118,626
664,174

6,153
491,527

34,172

8,295
34,717
9,876
1,069
20,430
21,330

1,972,941

1,494,497
65,087
49,536

67,985

20,426

23,179
6,305
18,233
4,919

2014
RMB

25,348
1,283

44,390
517,283
166,453
690,156

6,153
607,531

53,052

11,925
44,350
11,166

1,032
19,411
47,034

2,246,567

1,603,446
72,275
74,745

2,623
67,989

10,890
46,089

25,617
15,850
20,062
19,375

52

2014
US$

4,085
207

7,154
83,371
26,827

111,233
992
97,916

8,550

1,922
7,148
1,800

166
3,129
7,581

362,081

258,429
11,649
12,047

423
10,958

1,755
7,428
4,129
2,555
3,232

3,123
8
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Statutory insurance fund
Total liabilities

Equity

Share capital

Reserves

Retained earnings

Attributable to equity holders of
the Company

Non-controlling interests
Total equity

Total liabilities and equity

Table of Contents

194
1,200,104
28,265
100,537
79,908
208,710
1,765
210,475

1,410,579

146
1,390,519
28,265
83,424
79,841
191,530
1,858
193,388

1,583,907

162
1,675,815
28,265
112,509
80,311
221,085
2,016
223,101

1,898,916

184
1,750,356
28,265
97,029
95,037
220,331
2,254
222,585

1,972,941

223
1,959,236
28,265
145,919
109,937
284,121
3,210
287,331

2,246,567

36
315,772
4,555
23,518
17,719
45,792
517
46,309

362,081
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Exchange Rate Information

We prepare our consolidated financial statements in Renminbi. This annual report contains translations of Renminbi
amounts into U.S. dollars, and U.S. dollars into Renminbi, at RMB 6.2046 to US$1.00, the noon buying rate on
December 31, 2014 in the City of New York for cable transfers as certified for customs purposes by the Federal
Reserve Bank of New York. You should not assume that Renminbi amounts could actually be converted into U.S.
dollars at these rates or at all. Translations of foreign currency amounts into RMB amounts for the purpose of
preparing our audited consolidated financial statements included elsewhere in this annual report or our previous
annual reports have been made at the exchange rates published by the PBOC.

Since July 21, 2005, the PRC government has followed a managed floating exchange rate system to allow the value of
the Renminbi to fluctuate within a regulated band based on market supply and demand and by reference to a basket of
currencies. During this period, the PRC government has made, and may in the future make, further adjustments to the
exchange rate system. The PBOC announces the closing price of a foreign currency traded against the Renminbi in the
inter-bank foreign exchange market after the closing of the market on each working day, and makes it the central
parity for the trading against the Renminbi on the following working day.

Although PRC governmental policies were introduced in 1996 to reduce restrictions on the convertibility of Renminbi
into foreign currency for current account items, conversion of Renminbi into foreign exchange for capital account
items, such as foreign direct investments, loans or securities, requires the approval of the SAFE and other relevant
authorities. Although experimental policies were recently introduced in certain pilot areas such as the Shanghai free
trade zone to reduce foreign exchange control, restrictions on the convertibility of Renminbi into foreign currency are
still in force in most parts of China.

The Hong Kong dollar is freely convertible into other currencies, including the U.S. dollar. Since October 17, 1983,
the Hong Kong dollar has been linked to the U.S. dollar at the rate of HK$7.80 to US$1.00. The central element in the
arrangements which give effect to the link is that by agreement between the Hong Kong government and the three
Hong Kong banknote issuing banks, The Hong Kong and Shanghai Banking Corporation Limited, Standard Chartered
Bank and the Bank of China, certificates of debts, which are issued by the Hong Kong Government Exchange Fund to
the banknote issuing banks to be held as cover for their banknote issues, are issued and redeemed only against
payment in U.S. dollars, at the fixed exchange rate of HK$7.80 to US$1.00. When the banknotes are withdrawn from
circulation, the banknote issuing banks surrender the certificates of debts to the Hong Kong Government Exchange
Fund and are paid the equivalent U.S. dollars at the fixed rate.

The market exchange rate of the Hong Kong dollar against the U.S. dollar continues to be determined by the forces of
supply and demand in the foreign exchange market. However, against the background of the fixed rate which applies
to the issue of the Hong Kong currency in the form of banknotes, as described above, the market exchange rate has not
deviated materially from the level of HK$7.80 to US$1.00 since the link was first established. The Hong Kong
government has stated its intention to maintain the link at that rate, and it, acting through the Hong Kong Monetary
Authority, has a number of means by which it may act to maintain exchange rate stability. Exchange rates between the
Hong Kong dollar and other currencies are influenced by the linked rate between the U.S. dollar and the Hong Kong
dollar.
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The following tables set forth various information concerning exchange rates between Renminbi and U.S. dollars and
between Hong Kong dollars and U.S. dollars for the periods indicated. These rates are provided solely for your
convenience and are not necessarily the exchange rates we used in this annual report. The source of these rates is the
H.10 statistical release of the Federal Reserve Board. On April 17, 2015, the exchange rates were US$ 1.00 to

RMB 6.1976 and US$ 1.00 to HK$7.7510, respectively. The following table sets forth the high and low rates between
Renminbi and U.S. dollars and between Hong Kong dollars and U.S. dollars for each of the periods shown:

RMB per US$ HKS$ per US$
High Low High Low
October 2014 6.1385 6.1107 7.7645 7.7541
November 2014 6.1429 6.1117 7.7572 7.7519
December 2014 6.2256 6.1490  7.7616 7.7509
January 2015 6.2535 6.1870  7.7563 7.7508
February 2015 6.2695 6.2399 7.7584  7.7517
March 2015 6.2741 6.1930  7.7686 7.7516
April 2015 (through April 17, 2015) 6.2152 6.1930  7.7525 7.7499

The following table sets forth the period-end rates and the average rates between Renminbi and U.S. dollars and
between Hong Kong dollars and U.S. dollars for each of 2010, 2011, 2012, 2013, 2014 and 2015 (through April 17,
2015) (calculated by averaging the rates on the last day of each month of the periods shown):

Period-end rate Average rate
RMB per RMB per
US$ HKS$ per US$ US$ HKS$ per US$
2010 6.6000 7.7810 6.7603 7.7692
2011 6.2939 7.7663 6.4475 7.7793
2012 6.2301 7.7507 6.2990 7.7556
2013 6.0537 7.7539 6.1412 7.7565
2014 6.2046 7.7531 6.1704 7.71554
2015 (through April 17, 2015) 6.1976 7.7510 6.2289 7.7535
B. CAPITALIZATION AND INDEBTEDNESS
Not Applicable.
C. REASONS FOR THE OFFER AND USE OF PROCEEDS
Not Applicable.

D. RISK FACTORS

Our business, financial condition and results of operations can be affected materially and adversely by any of the
following risk factors.
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Risks Relating to Our Business
Our growth is dependent on our ability to attract and retain productive agents.

A substantial portion of our business is conducted through our individual agents. Because of differences in
productivity, a relatively small percentage of our sales agents is responsible for a disproportionately high percentage
of our sales of individual products. If we are unable to retain and build on this core group of highly productive agents,
our business could be materially and adversely affected. Increasing competition for agents from other insurance
companies and business institutions and increasing labor costs in China may also force us to increase the
compensation of our agents and sales representatives, which would increase our operating costs and reduce our
profitability. In addition, on January 6, 2013, the CIRC issued the Regulatory Rules on Insurance Sales Personnel, or
the Sales Personnel Rules, which became effective on July 1, 2013. Among other things, the Sales Personnel Rules
provide that individual agents must have at least a college degree, instead of a junior high school degree as previously
required by the CIRC. See Item 4. Information on the Company Business Overview Regulatory and Related
Matters Regulation of Insurance Agencies, Insurance Brokers and Other Intermediaries . While detailed rules
implementing the Sales Personnel Rules have not been issued and it is still unclear how such rules will be
implemented by the CIRC at the national level, the CIRC has authorized its local branches to set the education degree
requirements for individual agents by considering local conditions. As of the date of this annual report, the CIRC s
local branches maintain different requirements on education degrees of the individual agents who practice in their
respective jurisdictions. For example, the CIRC s Beijing branch has stipulated that since January 1, 2015, any new
qualified individual agents that sell insurance products in Beijing must have at least a college degree. The CIRC s
Jiangsu branch has stipulated that the college degree requirement will be applicable to any new qualified individual
agents who sell insurance products in Jiangsu province s non-rural and rural areas since July 1, 2015 and July 1, 2018,
respectively. The CIRC s Hainan branch has stipulated that since July 1, 2013, any new qualified individual agents
who sell insurance products in Hainan s non-rural areas must have at least a high school degree. We believe that the
market competition for qualified agents will be increased further if more CIRC branches were to impose the
requirement of having a college degree or above on new qualified individual agents or if the CIRC were to strictly
enforce such rules at the national level. We cannot guarantee that we will not have difficulty attracting and retaining
productive agents in the future.

If we are unable to develop other distribution channels for our products, our growth may be materially and
adversely affected.

Commercial banks and banking operations of post offices are rapidly emerging as some of the fastest growing
distribution channels in China. Newly established domestic and foreign-invested life insurance companies have been
focusing on commercial banks and banking operations of post offices as one of their main distribution channels. In
addition, with the relaxation of the regulatory restrictions of ownership by commercial banks in insurance companies,
the number of insurance companies owned or controlled by commercial banks is increasing. Each of the five largest
Chinese stated-owned commercial banks has set up their own life insurance companies. These insurance companies
are able to benefit from their holding relationships with these commercial banks to develop bancassurance as their
main distribution channels. We do not have exclusive arrangements with any of the commercial banks and banking
operations of post offices through which we sell insurance and annuity products, and thus our sales may be materially
and adversely affected if one or more commercial banks or banking operations of post offices choose to favor our
competitors products over our own. In addition, as the bancassurance market becomes increasingly competitive,
commercial banks and banking operations of post offices may demand higher commission rates, which could increase
our cost of sales and reduce our profitability. If we are unable to continue to develop our alternative distribution
channels, our growth may be materially and adversely affected.
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Agent and employee misconduct is difficult to detect and deter and could harm our reputation or lead to regulatory
sanctions or litigation costs.

Agent or employee misconduct could result in violations of law by us, regulatory sanctions, litigation or serious
reputational or financial harm. Misconduct could include:

engaging in misrepresentation or fraudulent activities when marketing or selling insurance policies or
annuity contracts to customers;

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

otherwise not complying with laws or our control policies or procedures.
We cannot always deter agent or employee misconduct, and the precautions we take to prevent and detect these
activities may not be effective in all cases. We have experienced agent and employee misconduct that has resulted in
litigation and administrative actions against us and these agents and employees, and in some cases criminal
proceedings and convictions against the agent or employee in question. None of these actions has resulted in material
losses, damages, fines or other sanctions against us. We cannot assure you, however, that agent or employee
misconduct will not lead to a material adverse effect on our business, results of operations, financial condition or
prospects.

Our business is dependent on our ability to attract and retain key personnel, including senior management,
underwriting personnel, actuaries, information technology specialists, investment managers and other
professionals.

The success of our business is dependent to a large extent on our ability to attract and retain key personnel who have
in-depth knowledge and understanding of the life insurance market in China, including members of our senior
management, qualified underwriting personnel, actuaries, information technology specialists and experienced
investment managers. As of the date of this annual report, we do not carry key personnel insurance for any of these
personnel. We compete to attract and retain these key personnel with other life insurance companies and financial
institutions, some of which may offer better compensation arrangements. Existing insurers are expanding their
operations and the number of other financial institutions is growing. As the insurance and investment businesses
continue to expand in China, we expect that competition for these personnel will increase in the future. Although we
have not had difficulty in attracting and retaining qualified key personnel in the past, we cannot guarantee that this
will continue to be the case. If we were unable to continue to attract and retain key personnel, our business and
financial performance could be materially and adversely affected.

We are exposed to changes in interest rates.

Changes in interest rates may affect our profitability.

Our profitability is affected by changes in interest rates. Interest rates are highly sensitive to many factors, including
governmental monetary and tax policies, domestic and international economic and political considerations, trade
surpluses and deficits, regulatory requirements and other factors beyond our control. During 2012, the PBOC reduced

the interest rates twice, from 3.50% to 3.00%. In November 2014, the interest rate on one-year term deposits was
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reduced from 3.00% to 2.75%, and in March 2015, the interest rate was further reduced from 2.75% to 2.50%. The
Chinese government may further reduce interest rates, which may reduce the income we realize from our investments,
affecting our profitability. In addition, as instruments in our investment portfolio mature, we might have to reinvest
the funds we receive in investments bearing low interest rates. However, if interest rates were to increase in the future,
surrenders and withdrawals of insurance and annuity policies and contracts may increase as policy holders may seek
other investments with higher perceived returns. This process may result in cash outflows requiring that we sell
investment assets at a time when the prices of those assets are adversely affected by the increase in market interest
rates, which may result in realized investment losses.
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For many of our long-term life insurance and annuity products, we are obligated to pay a minimum interest or
crediting rate to our policyholders or annuitants, which is established when the product is priced. These products
expose us to the risk that changes in interest rates may reduce our spread , or the difference between the rates that we
are required to pay under the policies and the rate of return we are able to earn on our investments intended to support
our insurance obligations.

On June 10, 1999, the CIRC reduced to 2.50% the maximum guaranteed rate which life insurance companies could
commit to pay on new policies and, in response, CLIC adopted new pricing policies which reduced the guaranteed
rates on its products to a range of between 1.50% and 2.50%. As of December 31, 2014, the average guaranteed rate
of return of the products we offered was 2.49%. We also have shifted our mix of products to emphasize products that
lessen the impact from interest rate changes, including traditional policies that are not as sensitive to interest rates and
participating policies under which our customers receive a portion of our distributable earnings from participating
products, as well as products having shorter terms to better match the duration of our investment portfolio.
Furthermore, we have made use of the relaxation of investment restrictions applicable to us to diversify our
investments. We have not incurred negative spread on policies we have issued since our incorporation, as the average
investment returns we have been able to generate have been higher than their guaranteed rates. However, if the rates
of return on our investments were to fall below the minimum rates we guarantee, our profitability would be materially
and adversely affected.

In August 2013 and February 2015, the CIRC published regulations that removed the cap fixed by it on the guaranteed
rate which life insurance companies could commit to pay on traditional non-participating insurance policies and
universal life insurance policies, which was 2.50%. The 2.50% cap on the guaranteed rate will still remain in effect for
participating life insurance policies. We have not yet determined the impact of the new CIRC regulations, if any, on
our business as a whole in the long term, although it is possible that it could affect the profitability of our products.
We cannot assure you that the removal of the 2.50% cap will not lead to a material adverse effect on our business,
results of operations or financial condition.

Because of the general lack of long-term fixed income securities in the Chinese capital markets, we are unable to
match closely the duration of our assets and liabilities, which increases our exposure to interest rate risk.

Like other insurance companies, we seek to manage interest rate risk through managing, to the extent possible, the
average duration of our investment assets and the insurance policy liabilities they support. Matching the duration of
our assets to their related liabilities reduces our exposure to changes in interest rates, because the effect of the changes
largely will be offset against each other. However, the limited availability of long-duration investment assets in the
markets in which we invest, has resulted in, and in the future may result in, the duration of our assets being shorter
than that of our liabilities, particularly with respect to liabilities with durations of more than 20 years. Furthermore, the
Chinese financial markets currently do not provide adequate financial derivative products for us to hedge our interest
rate risk. We believe that with the development of the Chinese capital markets and the gradual easing of the
investment restrictions imposed on insurance companies in China, our ability to match the duration of our assets to
that of our liabilities will improve. We also seek to manage the risk of duration mismatch by focusing on product
offerings whose maturity profiles are in line with the duration of investments available to us in the prevailing
investment environment. However, until we are able to match more closely the duration of our assets and liabilities,
we will continue to be exposed to interest rate changes, which may materially and adversely affect our business and
earnings.

12
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Our investments are subject to risks.
We are exposed to potential investment losses if there is an economic downturn in China.

Until November 2006, we were only permitted to invest the premiums and other income we receive in investments in
China. We obtained the approval to invest overseas with our foreign currency denominated funds in November 2006.
See Item 4. Information on the Company Business Overview Regulatory and Related Matters Insurance Company
Regulation Regulation of investments . However, we continued to make our investments mainly in China and, as of
December 31, 2014, approximately 99.38% of our total investment assets were in China. In particular, as of
December 31, 2014, approximately 44.83% of our total investment assets consisted of debt securities including
Chinese government bonds, government agency bonds, corporate bonds, subordinated bonds and debt and other bonds
and debts as approved by relevant government agencies; and 32.85% of our total investment assets consisted of term
deposits with Chinese banks, and of these deposits, 67.82% were placed with the five largest Chinese state-owned
commercial banks. A serious downturn in the Chinese economy may lead to investment losses, which would reduce
our earnings.

The PRC securities markets are still emerging markets, which may expose us to risks of loss from our investments
there.

As of December 31, 2014, we had RMB 236,030 million (US$38,041 million) invested in equity securities, among
which RMB 225,248 million (US$36,303 million) were invested in PRC securities markets, including securities
investment funds and shares traded on the securities markets in China. These securities investment funds are primarily
invested in equity securities that are issued by Chinese companies and traded on China s stock exchanges. Beginning
in March 2005, we are also permitted to directly invest in shares traded on the securities markets in China. The PRC
securities markets are still emerging markets and are characterized by evolving regulatory, accounting and disclosure
requirements. This may from time to time result in significant price volatility, unexpected losses or lack of liquidity.
These factors could cause us to incur losses on our publicly traded investments. In addition, the PRC securities
markets have recently experienced, and may experience in the future, significant volatility. Also, as one of the largest
institutional investors in China, we may from time to time hold significant positions in many securities in which we
invest, and any decision to sell or any perception in the market that we are a major seller of a security could adversely
affect the liquidity and market price of that security.

Defaults on our debt investments may materially and adversely affect our profitability.
Approximately 44.83% of our investment assets as of December 31, 2014 were comprised of debt securities. The
issuers whose debt securities we hold may fail to pay or otherwise default on their obligations due to bankruptcy, a

lack of liquidity, a downturn in the economy, operational failures or other reasons. Losses due to these defaults could
reduce our profitability.
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Investments in new investment channels may not lead to improvements in our rate of investment return or we may
incur losses.

The CIRC has in recent years significantly broadened the investment channels of Chinese life insurance companies.
We have considered these alternative methods when making investments. For example, we made our first domestic
private equity fund investment in 2011. In 2012, we made a direct equity investment in COFCO Futures Co., Ltd. by
acquiring a 35% equity interest in it. In 2013, we began making investments in commercial real estate properties. In
2014, we made our first overseas real property investment, first overseas private equity fund investment and first
domestic preferred shares investment. However, our experience with these new investment channels, especially
overseas channels, might be limited, and these new channels are still subject to evolving regulatory requirements,
which may increase the risk exposure of our investments. For example, since January 2013, debt investment plans are
no longer required to be filed with and reviewed by the CIRC, and in March 2014, the CIRC warned insurance
companies of risks in debt investment plans. The CIRC noted, among other things, that issuers of some debt
investment plans are not properly backed by their parent companies which are supposed to guarantee the payments if
the plans face financial difficulties. Parent companies of some issuers do not engage in operating activities that can
generate cash inflows and do not have effective control over their subsidiaries. As a result, the consolidated financial
statements of these companies may not fully reflect their capacity to make payments when the plans face financial
difficulties. In addition, the total amount of debt investment plans issued in recent years increased significantly, which
caused concerns over the health of the debt investment plans market. As of December 31, 2014, the total amount of
our investment in debt investment plans was RMB 59,897 million (US$9,654 million). These factors could cause us to
incur losses for our investments in these new investment channels or limit our ability to improve our rate of
investment return.

We may incur foreign exchange and other losses for our investments denominated in foreign currencies.

A portion of our investment assets are held in foreign currencies. We are authorized by the CIRC to invest our assets
held in foreign currencies in the overseas financial markets as permitted by the CIRC. Thus, our investment results
may be subject to foreign exchange risks, as well as the volatility and various other factors of overseas capital
markets, including, among others, increase in interest rates. We recorded RMB 437 million in foreign exchange losses
for the year ended December 31, 2013, resulting from our assets held in foreign currencies, which were affected by the
appreciation of the Renminbi. In June 2014, to fund our overseas investments, we obtained a fixed-interest rate bank
loan of 275 million British pounds sterling with a term of five years. We recorded RMB 268 million (US$43 million)
in foreign exchange gains for the year ended December 31, 2014, resulting mainly from the depreciation of the British
pound against the Renminbi. Future movements in the exchange rate of RMB against the U.S. dollar and other foreign
currencies may adversely affect our results of operations and financial condition.

Under China s existing foreign exchange control regulations, the conversion of foreign currencies into the Renminbi
requires approval of relevant government agencies. We obtained an approval to settle a portion of our assets held in
foreign currencies into the Renminbi in 2005, which partially reduced the foreign exchange risks we are exposed to.
Except for the aforementioned approval obtained in 2005, we have not obtained any approval to settle any portion of
our assets held in foreign currencies into the Renminbi, and there is no guarantee that we will be able to obtain any
such approval in the future. If we do not obtain such approval, our ability to manage our foreign exchange risks may
be limited. There are few financial products available in China to hedge foreign exchange risks, which substantially
limits our ability to manage our foreign exchange risks.

Differences in future actual operating results from the assumptions used in pricing and establishing reserves for
our insurance and annuity products may materially affect our earnings.
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Our earnings depend significantly upon the extent to which our actual operating results are consistent with the relevant
assumptions used in setting the prices for our products and establishing the reserves in our financial statements. Our
assumptions include those for discount rate, mortality, morbidity, expenses and lapse rate, as well as certain
macro-economic factors. To the extent that trends in actual experiences are less favorable than our underlying
assumptions used in establishing these reserves, and these trends are expected to continue in the future, we could be
required to increase our reserves. Any such increase could have a material adverse effect on our profitability and, if
significant, our financial condition.
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We establish the reserves for obligations of future policies based on the expected payout of benefits, calculated
through the use of assumptions for discount rate, mortality, morbidity, expenses and lapse rate, as well as certain
macro-economic factors. These assumptions are based on our previous experience and data published by other
Chinese life insurers, as well as judgments made by the management. These assumptions may deviate from our actual
experience, and, as a result, we cannot determine precisely the amounts which we will ultimately pay to settle these
reserves or when these payments will need to be made. These amounts may vary from the estimated amounts,
particularly when those payments may not occur until well into the future. The discount rate assumption is affected by
certain factors, such as further macro-economy, monetary and exchange rate policies, capital market results and
availability of investment channels to invest our insurance funds. We review and update the assumptions used to
evaluate the reserves periodically, and establish the reserves for insurance policies based on such assumptions.
Standards with respect to the calculation and presentation of reserves are still evolving, and any charges in the future
may also impact our earnings and presentations of financial statements. We record changes in our reserves in the
period the reserves are established or re-estimated. If the reserves originally established for future policy benefits
prove inadequate, we must increase our reserves established for future policy benefits, which may have a material
effect on our earnings and our financial condition.

We have data available for a shorter period of time than do insurance companies operating in some other countries
and, as a result, less claims experience on which to base some of the assumptions used in establishing our reserves.
For a discussion of how we establish our assumptions for mortality, morbidity and lapse rate, see Item 5. Operating
and Financial Review and Prospects Critical Accounting Policies . Given the limited nature of this experience, it is
possible that our actual claims could vary significantly from the assumptions used.

Our risk management and internal reporting systems, policies and procedures may leave us exposed to unidentified
or unanticipated risks, which could materially and adversely affect our businesses or result in losses.

Our policies and procedures to identify, monitor and manage risks may not be fully effective. Many of our methods of
managing risk and exposures are based upon our use of observed historical market behavior or statistics based on
historical models. As a result, these methods may not predict future exposures, which could be significantly greater
than what the historical measures indicate. Other risk management methods depend upon the evaluation of
information regarding markets, customers or other matters that is publicly available or otherwise accessible to us,
which may not always be accurate, complete, up-to-date or properly evaluated. In addition, a significant portion of
business information needs to be centralized from our many branch offices. Management of operational, legal and
regulatory risks requires, among other things, policies and procedures to record properly and verify a large number of
transactions and events, and these policies and procedures may not be fully effective. Failure or the ineffectiveness of
these systems could materially and adversely affect our business or result in losses.

We are likely to offer a broader and more diverse range of insurance and investment products in the future as the
insurance market in China continues to develop. At the same time, we anticipate that the relaxing of regulatory
restraints will result in us being able to invest in a significantly broader range of asset classes. The combination of
these factors will require us to continue to enhance our risk management capabilities and is likely to increase the
importance of our risk management policies and procedures to our results of operations and financial condition. If we
fail to adapt our risk management policies and procedures to our changing business, our business, results of operations
and financial condition could be materially and adversely affected.
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Catastrophes could materially reduce our earnings and cash flow.

We could in the future experience catastrophic losses that may have an adverse impact on the business, results of
operations and financial condition of our insurance business. Catastrophes can be caused by various events, including
terrorist attacks, earthquakes, hurricanes, floods, fires and epidemics, such as severe acute respiratory syndrome, or
SARS. For example, the snow disaster in South China and earthquake in Wen Chuan in 2008 increased our current
claims payments. In 2008, our claims payments for the snow disaster and for the earthquake were approximately RMB
12 million and RMB 153 million, respectively.

We establish liabilities for claims arising from a specific catastrophe after assessing the exposure and damages arising
from the event. Although we have purchased catastrophe reinsurance in order to reduce our catastrophe exposure, we
cannot assure you that any significant catastrophic event will not have a material adverse effect on us.

Current or future litigation, arbitration and regulatory proceedings could result in financial losses or harm our
businesses.

We are involved in litigation and arbitration proceedings involving our insurance operations on an ongoing basis. In
addition, the CIRC, as well as other PRC governmental agencies, including tax, commerce and industrial
administration and audit bureaus, from time to time make inquiries and conduct examinations or investigations
concerning our compliance with PRC laws and regulations. These litigation, arbitration and administrative
proceedings have in the past resulted in payments of insurance benefits, damage awards, settlements or administrative
sanctions, including fines, which have not been material to us. We currently have control procedures in place to
monitor our litigation, arbitration and regulatory exposure and take appropriate actions. See Item 8. Financial
Information Consolidated Financial Statements and Other Financial Information Legal and Regulatory Proceedings .
While we cannot predict the outcome of any pending or future litigation, arbitration, examination or investigation, we
do not believe that any pending legal matter will have a material adverse effect on our business, financial condition or
results of operations. However, we cannot assure you that any future litigation, arbitration or regulatory proceeding
will not have an adverse outcome, which could have a material adverse effect on our operating results or cash flows.
See Item 8. Financial Information Consolidated Financial Statements and Other Financial Information Legal and
Regulatory Proceedings .

The embedded value information we present in this annual report is based on several assumptions and may vary
significantly as those assumptions are changed.

In order to provide investors with an additional tool to understand our economic value and business results, we have
disclosed information regarding our embedded value, as discussed in the section entitled Item 8. Financial
Information Embedded Value . These measures are based on a discounted cash flow valuation determined using
commonly applied actuarial methodologies. Standards with respect to the calculation of embedded value are still
evolving, however, and there is no universal standard which defines the form, calculation method or presentation
format of the embedded value of an insurance company. Assumptions used in embedded value calculations include
discount rate, mortality, morbidity, expenses and surrender rate, as well as certain macro-economic factors. These
assumptions may deviate significantly from our actual experience. Because of the technical complexity involved in
embedded value calculations and the fact that embedded value estimates vary materially as key assumptions are
changed, you should read the discussion under the section entitled Item 8. Financial Information Embedded Value in
its entirety. You should use special care when interpreting embedded value results and should not place undue reliance
on them. See also Forward-Looking Statements .

Table of Contents 30



Table of Contents

Edgar Filing: CHINA LIFE INSURANCE CO LTD - Form 20-F
16

31



Edgar Filing: CHINA LIFE INSURANCE CO LTD - Form 20-F

Table of Conten

A computer system failure, cyber-attacks or other security breaches may disrupt our business, damage our
reputation and adversely affect our results of operations and financial condition.

We use computer systems to store, retrieve, evaluate and utilize customer and company data and information. Our
business is highly dependent on our ability to access these systems to perform necessary business functions such as
developing and selling insurance products, providing customer support, policy management, filing and paying claims,
managing our investment portfolios and producing financial statements. Although we have designed and implemented
a variety of security measures and backup plans to prevent or limit the effect of failure, our computer systems may be
vulnerable to disruptions as a result of natural disasters, man-made disasters, criminal activities, pandemics or other
events beyond our control. In addition, our computer systems may be subject to computer viruses or other malicious
codes, unauthorized access, cyber-attacks or other computer-related penetrations. The failure of our computer systems
for any reason could disrupt our operations and may adversely affect our business, results of operations and financial
condition. Although we have not experienced such a computer system failure or security breach in the past, we cannot
assure you that we will not encounter a failure or security breach in the future.

We retain confidential information on our computer systems, including customer information and proprietary business
information. In addition, for business purposes, from time to time customer information is transmitted between our
computer systems and those of third parties, such as third-party agents selling insurance products for us. Any
compromise of the security or other errors of our computer systems or those arising during the information
transmission process that result in the disclosure of personally identifiable customer information could damage our
reputation, expose us to litigation, increase regulatory scrutiny and require us to incur significant technical, legal and
other expenses.

United States Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act, or FATCA, generally requires a foreign financial institution, or FFI, to
enter into an FFI agreement under which it will agree to identify and provide the United States Internal Revenue
Service, or IRS, with information regarding accounts, including certain insurance policies, held by U.S. persons and
U.S.-owned foreign entities, or face 30% withholding tax on withholdable payments, which include among other
items, payments of U.S.-source interest and dividends and gross proceeds from the sale or other disposition of
property that may produce U.S.-source interest or dividends. In addition, an FFI that has entered into an FFI
agreement may be required to withhold on certain foreign passsthru payments that it makes to FFIs that have not
entered into their own FFI Agreements or to account holders who do not respond to requests to confirm their U.S.
person status and/or do not agree to allow the FFI to report certain account related information to the IRS.
Withholding on foreign passthru payments will begin no earlier than 2017. Since existing guidance reserves on the
definition of foreign passthru payment, the scope of any withholding on foreign passthru payments is uncertain at this
time.

The United States and the PRC have agreed in substance on the terms of an intergovernmental agreement, or IGA, that
is intended to facilitate the type of information reporting required under FATCA. Under the agreed terms, instead of
reporting directly to the IRS, Chinese FFIs are required to report specified account information directly to the PRC
taxing authority, which will then pass that information to the IRS. While compliance with the IGA will not eliminate

the risk of withholding described above, it is expected to reduce that risk for FFIs that are resident in China. Although
the IGA has not yet been officially signed, the PRC and the United States have agreed to treat the IGA as in effect

from June 26, 2014, provided that the PRC continues to demonstrate firm resolve to sign the IGA as soon as possible.
If the United States and the PRC ultimately fail to reach a final agreement on the terms of the IGA, then the FATCA
reporting and withholding regime described in the prior paragraph will apply to Chinese FFIs.
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We will closely monitor developments regarding FATCA and the IGA. If we are required to comply with the terms of
the IGA or FATCA, as applicable, we expect that our compliance costs will increase. If we do not comply with the
terms of the IGA or FATCA, as applicable, then certain payments to us will be subject to withholding under FATCA.
However, since the text of the IGA has not been released, and regulations and other guidance remain under
development, the future impact of this law on us is uncertain.

The auditors reports included in this annual report are prepared by relying on audit work which is not inspected
by the Public Company Accounting Oversight Board and, as such, investors may be deprived of the benefits of such
inspection.

Auditors of companies that are registered with the SEC and traded publicly in the United States, including our
independent registered public accounting firm, must be registered with the US Public Company Accounting Oversight
Board (United States), or the PCAOB, and are required by the laws of the United States to undergo regular inspections
by the PCAOB to assess their compliance with the laws of the United States and professional standards. Because we
have substantial operations within China, our auditor relied on its China affiliate to perform audits on our consolidated
financial statements, and the PCAOB is currently unable to conduct inspections of the work of our auditor as it relates
to those operations without the approval of the Chinese authorities, our auditor s work related to our operations in
China is not currently inspected by the PCAOB.

This lack of PCAOB inspection of audit work performed in China prevents the PCAOB from regularly evaluating the
audit work of any auditor that was performed in China including those performed by our auditor. As a result, investors
may be deprived of the full benefits of PCAOB inspections.

The inability of the PCAOB to conduct inspections of audit work performed in China makes it more difficult to
evaluate the effectiveness of our auditor s audit procedures as compared to auditors in other jurisdictions that are
subject to PCAOB inspections on all of their work. Investors may lose confidence in our reported financial
information and procedures and the quality of our consolidated financial statements.

We may be adversely affected if additional remedial measures are imposed on the four China-based accounting
firms which reached settlement with the SEC in the administrative proceedings brought by the SEC against them.

In December 2012, the SEC initiated administrative proceedings against five accounting firms in China, alleging that
they refused to produce audit work papers and other documents related to certain China-based companies under
investigation by the SEC for potential accounting fraud. In January 2014, an SEC administrative law judge ruled in
favor of the SEC, issuing an initial decision which censured each of the five accounting firms for failure to provide
their audit work papers to the SEC and ordered a six-month suspension of the China-based affiliates of four of the five
accounting firms right to practice before the SEC. The accounting firms have appealed the decision of the
administrative law judge to the SEC, and the decision will not come into force unless and until an order of finality is
issued by the SEC. We are not subject to any SEC investigations, nor are we involved in the proceedings brought by
the SEC against the accounting firms. However, the China affiliate of the independent registered public accounting
firm that has issued the auditors reports included in our annual reports filed with the SEC for the fiscal years of 2011
and 2012 and the China affiliate of our independent registered public accounting firm for the fiscal years of 2013 and
2014 are two of the five accounting firms named in the SEC s proceedings.
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In February 2015, four of the five accounting firms, including the China affiliate of the independent registered public
accounting firm that has issued the auditors reports included in our annual reports filed with the SEC for the fiscal
years of 2011 and 2012 and the China affiliate of our independent registered public accounting firm for the fiscal
years of 2013 and 2014, each agreed to a censure and to pay a fine to the SEC to settle the dispute and avoid
suspension of their ability to practice before the SEC. The settlement required the firms to follow detailed procedures
and to seek to provide the SEC with access to audit documents of China-based companies via the CSRC. If future
document productions fail to meet the specified criteria, the SEC retains authority to impose a variety of additional
remedial measures on the firms depending on the nature of the failure, including an automatic six-month bar on the
performance of certain audit work, commencement of a new proceeding or the resumption of the current proceeding
by the SEC. While we cannot predict if the SEC will further review the four China-based accounting firms compliance
with specified criteria or if the results of such a review would result in the SEC imposing penalties, if they are subject
to additional remedial measures, we may be adversely affected, along with other U.S.-listed companies in China
audited by these accounting firms because the independent registered public accounting firms that have issued the
auditors reports included in our annual reports filed with the SEC have relied on their China affiliates to perform
audits on our financial statements. If none of the China-based auditors are able to continue to perform audit work for
China-based companies listed in the U.S., we will not be able to meet the reporting requirements under the Securities
Exchange Act of 1934, as amended, or the Exchange Act, which may ultimately result in our deregistration by the
SEC and delisting of our ADSs from the NYSE.

Risks Relating to the PRC Life Insurance Industry

We expect competition in the Chinese insurance industry to increase, which may materially and adversely affect
the growth of our business.

We face competitive pressures from both domestic and foreign-invested life insurance companies operating in China,
as well as from property and casualty insurance companies, which may compete with our accident and short-term
health insurance businesses, and other financial institutions that sell other financial investment products in competition
with ours. In addition, the establishment of other professional health insurance companies and pension annuities
companies may also lead to greater competition in the health insurance business and commercial pension insurance
business. If we are not able to adapt to these increasingly competitive pressures in the future, our growth rate may
decline, which could materially and adversely affect our earnings.

Competition among domestic life insurance companies is increasing.

Our closest competitors are Ping An Life Insurance Company of China, Ltd., or Ping An Life, New China Life
Insurance Co., Ltd., or New China Life, and China Pacific Life Insurance Co., Ltd., or China Pacific Life. Together,
Ping An Life, New China Life, China Pacific Life and we accounted for more than 64% of the life insurance
premiums in China in 2013, the last year for which official market information is available. According to statistical
and market share information derived from China Insurance Yearbook, our market share of the life insurance
premiums in China decreased from 33% in 2012 to 31% in 2013. Each of Ping An Life, New China Life and China
Pacific Life has operated in the Chinese insurance market for more than ten years, and each has a recognized brand
name. In 2013, Ping An Life had a greater market share than we did in Beijing, Shanghai, Qingdao, Dalian, Shenzhen,
Hainan and Xiamen and New China Life had a greater market share than we did in Beijing. We also face competition
from insurance companies owned or controlled by commercial banks. Each of the five largest Chinese state-owned
commercial banks has set up their own life insurance companies. These insurance companies are able to benefit from
their holding relationships with these commercial banks to develop bancassurance as their main distribution channels.
In addition, we also face competition from smaller insurance companies, which may develop strong positions in
various regions in which we operate, and new entrants to the group life insurance market, including professional
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Resources and Social Security of the PRC, and new entrants to the health insurance industry, including newly
approved and established professional health insurance companies, following the adoption by the Chinese government
of policies that encourage the development of health insurance and improved health care in China.
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Competition from foreign-invested life insurance companies is increasing, as restrictions on their operations in
China are relaxed.

Foreign-invested life insurance companies are insurance companies in which foreign entities hold at least a 25%
interest. Foreign-invested insurers have been permitted to sell health, annuity and group life insurance products
nationwide since December 2004. In Shanghai, Guangzhou, Shenzhen and Beijing, where foreign-invested insurers
have been allowed to operate since 1992, 1995, 1999 and 2003, the foreign-invested insurers had respective life
insurance market shares of approximately 19%, 22%, 11% and 20% in 2013. We believe that the relaxation of the
restrictions on foreign-invested insurers will continue to increase the competitive pressures we are facing.
Foreign-invested life insurance companies, through their Chinese and/or foreign shareholders, may have access to
greater financial, technological or other resources than we do.

We are likely to face increasing competition from property and casualty insurance companies and other companies
offering products that compete with our own.

In addition to competition from life insurance companies, we face competition from other companies that may offer
products that compete with our own, including:

Property and casualty companies. Beginning on January 1, 2003, property and casualty insurance companies
have been permitted to sell accident and short-term health insurance products, but only with regulatory
approval. There were 65 property and casualty insurers as of December 31, 2014. We believe property and
casualty insurers have the competitive advantage of being able to bundle, or cross-sell, accident and
short-term health products with the other non-life insurance products that they are currently selling to their
existing and potential customers. We believe this will lead to greater competition in the accident and health
insurance sectors, especially for the group accident and short-term health insurance products we offer. On
December 30, 2006, we established a property and casualty company, CLPCIC, with CLIC. While this joint
venture mainly focuses on property insurance business, it also develops accident and short-term health
insurance business. Its operations may have a negative impact on sales of accident and short-term health
insurance products by our wholly-owned businesses in the future.

Mutual fund companies, commercial banks and other financial services providers. We face increasing
competition from other financial services providers, primarily licensed mutual fund companies, commercial
banks providing personal banking services and operating business of various financial products, trust
companies and securities brokerage firms licensed to manage separate accounts. Recent changes in Chinese
investment regulations relaxing rules on the formation of mutual funds and sales of securities have led to
greater availability and variety of financial investment products. These products may prove to be attractive to
the public and thereby adversely affect the sale of some products we offer, including participating life
insurance policies and annuities.
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All of our individual agents are required to obtain qualification certificates and all of our institutional insurance
agencies and brokers are required to obtain permits and be registered. If a substantial number of our individual
agents, institutional insurance agencies and brokers fail to meet these qualification and registration requirements
or this failure results in policyholders canceling their policies, our business may be materially and adversely
affected.

Individual life insurance agents, representatives of institutional insurance agencies and insurance brokers are required
to obtain a qualification certificate from the CIRC in order to conduct insurance agency business. See Item 4.
Information on the Company Business Overview Regulatory and Related Matters Regulation of Insurance Agencies,
Insurance Brokers and Other Intermediaries . Approximately 0.13% of our individual agents had not obtained such a
certificate as of December 31, 2014. Under applicable CIRC regulations, insurance companies that retain individual
agents without CIRC qualification certificates to engage in insurance sales activities will be warned and fined up to
RMB 30,000, and such individual agents will also be warned and fined up to RMB 10,000. If a substantial number of
our agents do not become qualified, or if a substantial number of our policyholders who bought insurance policies
through our unqualified exclusive agents were to cancel the policies because of these regulations, our business may be
materially and adversely affected. Moreover, we may be subject to fines and other administrative proceedings for the
failure of our insurance agents to obtain the necessary CIRC qualification certificates. In addition, on January 6, 2013,
the CIRC issued the Sales Personnel Rules, which became effective on July 1, 2013. Among other things, the Sales
Personnel Rules provide that individual agents must have at least a college degree, instead of a junior high school
degree previously required by the CIRC. See Item 4. Information on the Company Business Overview Regulatory and
Related Matters Regulation of Insurance Agencies, Insurance Brokers and Other Intermediaries . While the detailed
rules implementing the Sales Personnel Rules have not been issued and it is still unclear how such rules will be
implemented by the CIRC at the national level, the CIRC has authorized its local branches to set the education degree
requirements for individual agents by considering local conditions. As of the date of this annual report, the CIRC s
local branches maintain different requirements on education degrees of the individual agents who practice in their
respective jurisdictions. For example, the CIRC s Beijing branch has stipulated that since January 1, 2015, any new
qualified individual agents who sell insurance products in Beijing must have at least a college degree. The CIRC s
Jiangsu branch has stipulated that the college degree requirement will be applicable to any new qualified individual
agents who sell insurance products in Jiangsu province s non-rural and rural areas since July 1, 2015 and July 1, 2018,
respectively. The CIRC s Hainan branch has stipulated that since July 1, 2013, any new qualified individual agents
who sell insurance products in Hainan s non-rural areas must have at least a high school degree. If more CIRC
branches were to impose the requirement of having a college degree or above on new qualified individual agents or if
the CIRC were to strictly enforce such rules at the national level, we may be subject to fines and other administrative
proceedings if any of our individual agents fail to meet the requirements. Any such fines or administrative

proceedings could materially and adversely affect our business, financial condition and results of operations.

Institutional insurance agents and insurance brokers are required under the PRC insurance law to register with the
administration of industry and commerce, and obtain business licenses with the permits issued by the CIRC. It also
requires non-dedicated institutional insurance agencies to obtain registrations with the administration of industry and
commerce with the permits issued by the CIRC. We cannot assure you that all of our institutional agents would obtain
such licenses. The enforcement of this requirement could adversely affect the composition and effectiveness of our
distribution system, which could have a material adverse effect on our business.

21

Table of Contents 38



Edgar Filing: CHINA LIFE INSURANCE CO LTD - Form 20-F

Table of Conten
Further development of regulations in China may impose additional costs and restrictions on our activities.

We operate in a highly regulated industry. The CIRC supervises and administers the insurance industry in China. In
exercising its authority, it is given certain discretion to administer the law. China s insurance regulatory regime is
undergoing significant changes toward a more transparent regulatory process and a convergent movement toward
international standards. Some of these changes may result in additional costs or restrictions on our activities. For
example, on January 6, 2013, the CIRC issued the Sales Personnel Rules, which became effective on July 1, 2013.
Among other things, the Sales Personnel Rules provide that individual agents must have at least a college degree,
instead of a junior high school degree as was previously required by the CIRC. See Item 4. Information on the
Company Business Overview Regulatory and Related Matters Regulation of Insurance Agencies, Insurance Brokers and
Other Intermediaries . Although the detailed rules implementing the Sales Personnel Rules have not been issued and it
is still unclear how such rules will be implemented by the CIRC at the national level, we believe that the market
competition for qualified agents may be increased further and therefore the cost of attracting and retaining qualified
agents may increase. In addition, because the terms of our products are subject to regulations, changes in regulations
may affect our profitability on the policies and contracts we issue. For instance, under guidelines issued by the CIRC,
the dividends on our participating products must be no less than 70% of the distributable earnings from participating
products in accordance with CIRC requirements. If this level were to be increased in the future, our profitability could
be materially and adversely affected. Furthermore, in August 2013 and February 2015, the CIRC published
regulations that removed the cap fixed by it on the guaranteed rate which life insurance companies could commit to
pay on traditional non-participating insurance policies and universal life insurance policies, which was 2.50%. The
2.50% cap on the guaranteed rate will still remain in effect for participating life insurance policies. We have not yet
determined the impact of the new CIRC regulations, if any, on our business as a whole in the long term, although it is
possible that it could affect the profitability of our products. We cannot assure you that the removal of the 2.50% cap
will not lead to a material adverse effect on our business, results of operations or financial condition.

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

We are required by CIRC regulation to maintain our solvency at a level in excess of minimum solvency levels. The
solvency ratio is calculated by dividing the actual capital of an insurance company by the minimum capital it is
required to meet. See Item 4. Information on the Company Business Overview Regulatory and Related

Matters Insurance Company Regulation Solvency requirements . Our minimum capital is affected primarily by the
policy reserves we are required to maintain which, in turn, are affected by the volume of policies and contracts we sell
and by regulations on the determination of minimum capital. Our solvency ratio is also affected by a number of other
factors, including the profit margin of our products, returns on our investments, underwriting and acquisition costs and
policyholder and shareholder dividends. Our solvency ratio as of December 31, 2014 was 294.48%. While our
solvency ratio is currently above the required ratio of 100%, if we grow rapidly in the future, or if the required
solvency level is raised in the future, we may need to raise additional capital to meet our solvency requirement,
including through additional issuance of subordinated term debt, which would increase our financing costs, or through
additional issuance of shares, which would be dilutive to our existing investors. If we are not able to raise additional
capital, we may be forced to reduce the growth of our business.
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In February 2015, the CIRC issued the major technical standards for a new set of solvency regulations, the China Risk
Oriented Solvency System , or Solvency II, with the aim of replacing the current solvency requirements on Chinese
insurance companies. Solvency II adopts the internationally accepted three-pillar regulatory system which includes
quantitative capital requirements, qualitative regulatory requirements and market discipline mechanisms while its
regulatory concept, models, methods and parameters are based on Chinese insurance market conditions. As of the date
of this annual report, Solvency II has not been officially implemented by the CIRC, and Chinese insurance companies
are required to follow the current solvency regulatory regime while simultaneously submitting a solvency report
prepared based on the requirements under Solvency II. Based on the testing results to be obtained by it during the
transitional period, the CIRC will determine when the current solvency regulatory regime will be officially replaced
by Solvency II. As Solvency II is still under preliminary testing by the CIRC and it is still unclear when it will be
officially implemented, we are currently unable to assess the extent to which we will be affected if the complete set of
Solvency II regulations are finalized and officially implemented.

Risks Relating to the Restructuring

CLIC has incurred substantial losses on the policies retained by it in the restructuring. If CLIC is unable to meet
its obligations to its policyholders, it may seek to increase the level of dividends we pay, sell the China Life shares it
owns or take other actions which may have a material adverse effect on the value of the shares our other existing
investors own.

In connection with the restructuring, CLIC transferred to us (1) all long-term insurance policies (policies having a
term of more than one year from the date of issuance) issued on or after June 10, 1999, having policy terms approved
by or filed with the CIRC on or after June 10, 1999 and either (i) recorded as a long-term insurance policy as of

June 30, 2003 in a database attached to the restructuring agreement as an annex or (ii) having policy terms for group
supplemental medical insurance (fund type), (2) stand-alone short-term policies (policies having a term of one year or
less from the date of issuance) issued on or after June 10, 1999, and (3) all riders supplemental to the policies
described in clauses (1) and (2) above, together with the reinsurance contracts specified in an annex to the
restructuring agreement. See Item 4. Information on the Company History and Development of the Company Our
Restructuring . CLIC has incurred substantial losses on these non-transferred policies, primarily because the
guaranteed rates it had committed to pay on these policies are higher than the investment return it was able to generate
on its investment assets. This negative spread on non-transferred policies created substantial losses for CLIC and a
resulting negative net worth. The amount of accumulated undistributed profits of CLIC itself is expected to remain
negative in the short term.

In connection with the restructuring, CLIC has established, together with the MOF, a special purpose fund for the
purpose of paying claims under the non-transferred policies. The special purpose fund will be funded by investment
assets retained by CLIC; renewal premiums paid on the non-transferred policies over time; a portion of the tax
payments made by CLIC, China Life and AMC; profits from the investments of the special purpose fund; shareholder
dividends paid in cash to CLIC by China Life; proceeds from the disposition of China Life shares by CLIC over time;
and funds injected by the MOF in the event of a deficiency in the special purpose fund, as described below. The fund
is co-administered by CLIC and the MOF. The special purpose fund will be available to satisfy CLIC s operating
expenses, including the payment of benefits and claims obligations arising from the non-transferred policies, as well
as expenses incurred in operating the special purpose fund, including third-party management fees and professional
fees, and such other purposes as the management committee of the fund may agree. The special purpose fund will be
dissolved when all claims and benefits under the non-transferred policies have been paid, or sooner if the management
committee so agrees.
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The MOF s approval of the special purpose fund issued to CLIC provides that in the event there is any deficiency in

the special purpose fund for so long as the fund is in existence, as described above, to meet any payment obligation
arising out of the non-transferred policies, the MOF will provide support through the injection of funds to ensure the
payments of benefits and claims to the policyholders of the non-transferred policies. See Item 4. Information on the
Company History and Development of the Company Our Restructuring . In connection with the restructuring, we were
advised by our PRC legal counsel, King & Wood, that (1) the MOF has the authority to issue this approval regarding

the special purpose fund, (2) the approval is valid and effective, and (3) it has no reason to believe that the MOF will
revoke the approval. We cannot assure you, however, that a court would decide in a manner consistent with King &
Wood s conclusions.

We cannot predict the amount of funds that will be available to the special purpose fund from CLIC s own operations
to satisfy its obligations to its policyholders as they become due. CLIC s cash requirements and available cash
resources will be affected by several factors which are subject to uncertainty, including prevailing interest rates and
the returns on investment generated by CLIC s assets, as well as the claims, expenses and persistency experience with
respect to CLIC s insurance policies. The cash resources available to CLIC will also depend in part on our profitability,
which will affect the amount of our tax payments and hence the amount of refund contributed to the fund, the timing
and amount of our dividend payments and the market prices of our shares and ADSs, which will affect the proceeds to
CLIC from dispositions of our shares. If it is unable to satisfy its obligations to its policyholders from other sources,
CLIC may seek, subject to our articles of association and applicable laws, to increase the amount of dividends we pay
in order to satisfy its cash flow requirements. Any such increase in our dividend payments would reduce the funds
available for reinvestment in our business. In addition, if we are unable to pay dividends in amounts sufficient to
satisfy these requirements, CLIC may seek to sell its shareholdings in us or take other actions in order to satisfy these
needs. The sale of these holdings or even the market perception of such a sale may materially and adversely affect the
price of our shares.

The transfer of policies to us by CLIC and/or the separation of assets between CLIC and us may be subject to
challenge.

We have been advised by our PRC legal counsel, King & Wood, that (1) the transferred policies have been legally and
validly transferred to China Life and (2) following the restructuring, we will not have any continuing obligations to
holders of the non-transferred policies who remain policyholders of CLIC and that there is no legal basis on which
holders of the non-transferred policies can make a claim against China Life. We also have been advised by King &
Wood that, although there is no specific law applicable to restructurings, these conclusions are supported by, among
other things, the approval of the restructuring and various related matters by the State Council, the MOF and the
CIRC; the support provided by the MOF with respect to the non-transferred policies as described above; and contract
and other law. We cannot assure you that policyholders of CLIC, holders of transferred policies or other parties will
not seek to challenge the transfer of the transferred policies or the separation of assets occurring as a consequence of
the restructuring, or that a court would decide in a manner consistent with King & Wood s conclusions. If the transfer
of policies to us or the separation of assets were challenged successfully, our financial condition and results of
operations would likely be materially and adversely affected.

We do not hold exclusive rights to the trademarks in the China Life name (in English and Chinese), the ball
logos and other business related slogans and logos, and CLIC, which owns these trademarks, may take actions that
would impair the benefits we derive from their use.

We conduct our business under the China Life brand name, the ball logos and other business related slogans and

logos. CLIC owns these trademarks and has registered them with the Trademark Office of the SAIC. CLIC has
entered into a trademark license agreement with us, under which CLIC has agreed to grant us and our branches a
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Although CLIC has undertaken in a non-competition agreement with us not to compete with us in China, without our
prior consent in writing, in any life, accident and health insurance and any other businesses in China which may
compete with our insurance business, CLIC, its subsidiaries and affiliates are permitted to use the brand name and

logo in their own businesses, including life insurance business outside China and any other businesses they may enter
into in the future within China, including property and casualty (other than businesses that compete with our accident
and health businesses) and asset management businesses. In addition, they are not precluded from taking actions that
may impair the value of the brand name, which could harm our business. See Item 7. Major Shareholders and Related
Party Transactions Related Party Transactions Continuing Related Party Transactions with CLIC . The China Life brand
name and our reputation could be materially harmed if CLIC fails to make payments when due on outstanding policies
retained by CLIC in the restructuring or new policies written by CLIC after the restructuring, if CLIC reduces the

rates of return payable on policies retained by CLIC or if CLIC is placed into receivership.

As our controlling shareholder, CLIC will be able to exert influence on our affairs and could cause us to make
decisions or enter into transactions that may not be in your best interests.

We are controlled by CLIC, whose interests may conflict with those of our other shareholders. As of the date of this
annual report, CLIC holds approximately 68.37% of our share capital. As a result of these factors, CLIC, which is
wholly-owned by the PRC government, will, so long as it holds the majority of our shares, effectively be able to
control the composition of our board of directors and, through the board, exercise a significant influence over our
management and policies. In addition, subject to our articles of association and applicable laws, CLIC may, so long as
it holds the majority of our shares, effectively be able to determine the timing and amount of our dividend payments
and approve increases or decreases of our share capital, the issuance of new securities, amendments of our articles of
association, mergers and acquisitions and other major corporate transactions. CLIC may also be able to prevent us
effectively from taking actions to enforce or exercise our rights under agreements to which we are a party, including
the agreements we entered into with CLIC in connection with the restructuring. See Item 7. Major Shareholders and
Related Party Transactions . As a majority shareholder, CLIC may be able to take these actions without your approval.
In addition, CLIC s control could have the effect of deterring takeovers or delaying or preventing changes in control or
changes in management that might be desirable to other shareholders.

CLIC may direct business opportunities elsewhere.

CLIC has other business interests, including the run-off of the insurance policies retained by it in the restructuring.
Notwithstanding a general undertaking pursuant to a non-competition agreement with us not to compete with us in our
principal areas of business in China, CLIC is permitted to sell riders to these retained policies and enter into other
businesses, including life insurance businesses outside of China and property and casualty (other than businesses that
compete with our accident and health businesses) and asset management businesses, both inside and outside of China.
In 2006, we formed a property and casualty company with CLIC, in connection with which we granted a waiver to
CLIC allowing it to engage in accident and short-term health businesses indirectly through the property and casualty
company.

CLIC also may engage in insurance business in other regions outside of China in the future. Although it is required

under the non-competition agreement to give us a right of first refusal over any business opportunities it develops in
these areas, we may not be in a position to take advantage of these opportunities at that time, which could harm our

business. See Item 7. Major Shareholders and Related Party Transactions Related Party Transactions Continuing
Related Party Transactions with CLIC .
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In addition, while we provide policy administration and other services to CLIC for the policies retained by CLIC in
the restructuring, and provide investment management services to CLIC through our asset management subsidiary,
these agreements can be terminated with notice or upon expiration. If CLIC were to terminate its policy administration
and asset management arrangements with us and our asset management subsidiary, respectively, our loss of fees could
materially and adversely affect us.

Risks Relating to the People s Republic of China
China s economic, political and social conditions, as well as government policies, could affect our business.

Substantially all of our assets are located in China and substantially all of our revenues are derived from our
operations in China. Accordingly, our results of operations and prospects are subject, to a significant degree, to
economic, political and legal developments in China. The economy of China differs from the economies of most
developed countries in many respects, including, without limitation:

the extent of government involvement;

its level of development;

its growth rate; and

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

According to data released by the National Bureau of Statistics of China, China s Gross Domestic Product, a key
indicator of economic growth, was 7.4% in 2014, its slowest pace in 24 years. In an effort to bolster the economy, the
Chinese government may take certain measures, including market-oriented financial reforms. Some of the measures
taken by the Chinese government to improve China s economic performance may have a negative effect on our
business. For example, our operating results and financial condition could be materially and adversely affected by
government monetary policies and changes in interest rate policies, tax regulations and policies and regulations
affecting the capital markets and the asset management industry. A slowdown in Chinese growth rates could also
adversely affect us by impacting sales of our products, reducing our investment returns, or otherwise.

The PRC legal system has inherent uncertainties that could limit the legal protections available to you.
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We are organized under the laws of China and are governed by our articles of association. The Chinese legal system is
based on written statutes. Prior court decisions may be cited for reference but are not binding on subsequent cases and
have limited precedential value. Since 1979, the Chinese legislative bodies have promulgated laws and regulations
dealing with such economic matters as foreign investment, corporate organization and governance, commerce,
taxation and trade. However, because these laws and regulations are relatively new, and because of the limited volume
of published decisions, the interpretation and enforcement of these laws and regulations involve uncertainties.
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Holders of H shares and ADSs generally are required to resolve disputes with us, our senior management and
holders of our A shares only through arbitration in Hong Kong or China.

In accordance with the rules applicable to Chinese overseas listed companies, our articles of association provide that,
with certain limited exceptions, all disputes or claims based on our articles of association, PRC company law or other
relevant laws or administrative rules, and concerning matters between holders of H shares and ADSs and holders of A
shares, us, or our directors, supervisors, president, vice presidents or other senior officers, must be submitted for
arbitration at either the China International Economic and Trade Arbitration Commission or the Hong Kong
International Arbitration Center. If an applicant chooses to have the dispute arbitrated at the Hong Kong International
Arbitration Center, either party may request that the venue be changed to Shenzhen, a city in China near Hong Kong.
The governing law for any such disputes or claims is Chinese law, unless Chinese law itself provides otherwise.
Pursuant to an arrangement of mutual enforcement of arbitration awards between the PRC courts and the Hong Kong
courts, Hong Kong arbitration awards are enforceable in China, subject to the satisfaction of certain legal
requirements. However, due to the limited number of actions that have been brought in China by holders of shares
issued by a Chinese company to enforce an arbitral award, we are uncertain as to the outcome of any action brought in
China to enforce a Hong Kong arbitral award made in favor of holders of H shares and ADSs.

The laws in China differ from the laws in the United States and may afford less protection to our minority
shareholders.

Although Chinese company law provides that shareholders of a Chinese company may, under certain circumstances,
sue the company s directors, supervisors and senior management in the interests of the company, no detailed
implementation rules or court interpretations have been issued in this regard. Also, class action lawsuits are generally
uncommon in China. In addition, PRC company law imposes limited obligations on a controlling shareholder with
respect to protection of the interests of minority shareholders, although overseas listed joint stock companies, such as
ourselves, are required to adopt certain provisions in their articles of association that are designed to protect minority
shareholder rights. These mandatory provisions provide, among other things, that the rights of any class of shares,
including H shares, may not be varied without a resolution approved by holders of shares in the affected class holding
no less than two-thirds of the shares of the affected class entitled to vote, and provide that in connection with a merger
or division involving our company, a dissenting shareholder may require us to purchase the dissenters shares at a fair
price. Disputes arising from these protective provisions would likely have to be resolved by arbitration. See ~ Holders of
H shares and ADSs generally are required to resolve disputes with us, our senior management and holders of our A
shares only through arbitration in Hong Kong or China .
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You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing
original actions in the PRC based on U.S. or other foreign laws against us, our management and some of the
experts named in the annual report.

We are a company incorporated under the laws of China, and substantially all of our assets are located in China. In
addition, most of our directors, supervisors, executive officers and some of the experts named in this annual report
reside within China, and substantially all of the assets of these persons are located within China. As a result, it may
not be possible to effect service of process within the United States or elsewhere outside China upon our directors,
supervisors or executive officers or some of the experts named in this annual report, including with respect to matters
arising under U.S. federal securities laws or applicable state securities laws. Our PRC legal counsel, King & Wood,
has advised us that China does not have treaties providing for the reciprocal recognition and enforcement of
judgments of courts with the United States, the United Kingdom, Japan or many other countries. Our Hong Kong legal
adviser, Latham & Watkins, has also advised us that Hong Kong has no statutory arrangement for the reciprocal
enforcement of judgments with the United States although it may be possible for a civil action to be brought in Hong
Kong based on a monetary judgment of the courts of the United States. As a result, recognition and enforcement in
China or Hong Kong of judgments of a court in the United States and any of the other jurisdictions mentioned above
in relation to any matter may be difficult or impossible Furthermore, an original action may be brought in the PRC
against us, our directors, supervisors, executive officers or the experts named in this annual report only if the actions
are not required to be arbitrated by PRC law and our articles of association, and only if the facts alleged in the
complaint give rise to a cause of action under PRC law. In connection with any such original action, a PRC court may
award civil liability, including monetary damages.

Holders of H shares may be subject to PRC taxation.

Under current PRC tax laws, regulations and rulings, dividends paid by us to individual holders of H shares outside of
the PRC are subject to PRC individual income tax at rates ranging from 5% to 20% (usually 10%), depending on the
applicable tax treaties between the home country of the individual holder of H shares and the PRC. When paying
dividends to non-resident enterprise holders of H shares outside of the PRC, such dividends are subject to an
enterprise income tax, which is currently levied at a rate of 10%. Such non-resident enterprise holders of H shares may
be entitled to tax reductions or exemptions according to applicable tax treaties. In addition, to date, relevant tax
authorities have not collected capital gains tax on the gains realized by individuals upon the sale or other disposition
of H shares. If relevant tax authorities promulgate implementation rules on the taxation of capital gains realized by
individuals upon the sale or other disposition of H shares, individual holders of H shares may be required to pay
capital gains tax. See Item 10. Additional Information Taxation The People s Republic of China .

Government control of currency conversion and the fluctuation of the Renminbi may materially and adversely
affect our operations and financial results.

We receive substantially all of our revenues in Renminbi, which currently is not a freely convertible currency. A
portion of these revenues must be converted into other currencies to allow us to make payments on declared
dividends, if any, on our H shares.

Under China s existing foreign exchange regulations, we are able to pay dividends in foreign currencies without prior
approval from the SAFE by complying with various procedural requirements. The Chinese government, however,
may, at its discretion, restrict access in the future to foreign currencies for current account transactions. If this were to
occur, we may not be able to pay dividends in foreign currencies to our shareholders, including holders of our ADSs.
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The value of the Renminbi against the U.S. dollar and other currencies fluctuates and is affected by, among other
things, changes in China s political and economic conditions. On July 21, 2005, the PRC government introduced a
managed floating exchange rate system to allow the value of the Renminbi to fluctuate within a regulated band based
on market supply and demand and by reference to a basket of currencies. Since then, the PRC government has made,
and may in the future make, further adjustments to the exchange rate system. The PBOC announces the closing price
of a foreign currency traded against the Renminbi in the inter-bank foreign exchange market after the closing of the
market on each working day, and makes it the central parity for the trading against the Renminbi on the following
working day. From July 21, 2005 to April 17, 2015, the Renminbi appreciated by approximately 24.45% against the
U.S. dollar. In 2013, the Renminbi appreciated by approximately 2.83% against the U.S. dollar. In 2014, the Renminbi
depreciated by approximately 2.55% against the U.S. dollar. In June 2014, to fund our overseas investments, we
obtained a fixed-interest rate bank loan of 275 million British pounds sterling with a term of five years. We recorded
RMB 268 million (US$43 million) in foreign exchange gains for the year ended December 31, 2014, resulting mainly
from the depreciation of the British pound against the Renminbi. Any future devaluation of the Renminbi may
materially and adversely affect the value of, and any dividends payable on, our H shares in foreign currency terms.
Our financial condition and results of operations also may be affected by changes in the value of certain currencies
other than the Renminbi.

28

Table of Contents 50



Edgar Filing: CHINA LIFE INSURANCE CO LTD - Form 20-F

Table of Conten
Payment of dividends is subject to restrictions under Chinese law.

Under Chinese law, dividends may be paid only out of distributable profits. Any distributable profits that are not
distributed in a given year are retained and available for distribution in subsequent years. However, ordinarily we will
not pay any dividends in a year in which we do not have any distributable profits.

Payment of dividends by us is also regulated by the PRC insurance law. See Item 8. Financial
Information Consolidated Financial Statements and Other Financial Information Policy on Dividend Distributions .

ITEM 4. INFORMATION ON THE COMPANY
A. HISTORY AND DEVELOPMENT OF THE COMPANY

We were formed as a joint stock company pursuant to the PRC company law on June 30, 2003 under the corporate
name of in connection with the restructuring.

General Information

Our principal executive offices are located at 16 Financial Street, Xicheng District, Beijing 100033, China. Our
telephone number is (86-10) 6363-3333. Our website address is www.e-chinalife.com. The information on our
website is not a part of this annual report. We have appointed CT Corporation System at 111 Eighth Avenue, New
York, New York 10011 as our agent for service of process in the United States.

Our Restructuring

Upon the approval of the State Council and the CIRC, we were formed on June 30, 2003 as a joint stock company in
connection with the restructuring by CLIC, our controlling shareholder. The restructuring was effected through a plan
of restructuring, which was approved by the CIRC on August 21, 2003, and a restructuring agreement we entered into
with CLIC on September 30, 2003, with retroactive effect to June 30, 2003, which we refer to in this annual report as
the effective date. Pursuant to PRC law and the restructuring agreement, we enjoyed the rights and benefits and
assumed the obligations and liabilities arising from the restructuring from and after the effective date.
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In connection with the restructuring:

CLIC transferred to us (1) all long-term insurance policies (policies having a term of more than one year
from the date of issuance) issued on or after June 10, 1999, having policy terms approved by or filed with the
CIRC on or after June 10, 1999 and either (i) recorded as a long-term insurance policy as of June 30, 2003 in
a database attached to the restructuring agreement as an annex or (ii) having policy terms for group
supplemental medical insurance (fund type), (2) stand-alone short-term policies (policies having a term of
one year or less from the date of issuance) issued on or after June 10, 1999 and (3) all riders supplemental to
the policies described in clauses (1) and (2) above, together with the applicable reinsurance contracts
specified in an annex to the restructuring agreement. We refer to these policies in this annual report as the

transferred policies . All other insurance policies were retained by CLIC. We refer to these policies as the

non-transferred policies . We assumed all obligations and liabilities of CLIC under the transferred policies.
CLIC continues to be responsible for its liabilities and obligations under the non-transferred policies
following the effective date.

Cash, specified investment assets and various other assets were also transferred to us.

CLIC agreed not to, directly or indirectly through its subsidiaries and affiliates, participate, operate or
engage in life, accident and health insurance businesses and any other business in China which may compete
with our insurance business. CLIC also undertook (1) to refer to us any corporate business opportunity that
falls within our business scope and which may directly or indirectly compete with our business and (2) to
grant us a right of first refusal, on the same terms and conditions, to purchase any new business developed
by CLIC. See Item 7. Major Shareholders and Related Party Transactions Related Party

Transactions Continuing Related Party Transactions with CLIC .

Substantially all of the management personnel and employees who were employed by CLIC in connection
with the transferred assets and business were transferred to us. Some management and personnel remained
with CLIC.

CLIC retained the trademarks used in our business, including the China Life name in English and Chinese
and the ball logos, and granted us and our branches a royalty-free license to use these trademarks. CLIC and
its subsidiaries and affiliates will be entitled to use these trademarks, but CLIC may not license or transfer
these trademarks to any other third parties. See Item 7. Major Shareholders and Related Party

Transactions Related Party Transactions Continuing Related Party Transactions with CLIC .

CLIC s contracts with its agents and other intermediaries were transferred to us.

We entered into various agreements under which we provide policy administration services to CLIC for the
non-transferred policies, manage CLIC s investment assets and lease office space from CLIC for our branch
and field offices. See Item 7. Major Shareholders and Related Party Transactions .
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In connection with the restructuring, CLIC established, together with the MOF, a special purpose fund for the purpose
of paying claims under the non-transferred policies. The special purpose fund is funded by investment assets retained
by CLIC; renewal premiums paid on the non-transferred policies over time; a portion of the tax payments made by
CLIC, China Life and AMC under the tax rebate mechanism described below; profits from the investments of the
special purpose fund; shareholder dividends paid in cash to CLIC by China Life; proceeds from the disposition of
China Life shares by CLIC over time; and funds injected by the MOF in the event of a deficiency in the special
purpose fund, as described below. The special purpose fund is co-administered by CLIC and the MOF. The special
purpose fund will be available to satisfy CLIC s operating expenses, including the payment of benefits and claims
obligations arising from the non-transferred policies, as well as expenses incurred in operating the special purpose
fund, including third-party management fees and professional fees, and such other purposes as the management
committee of the fund may agree. A management committee comprised of three representatives from the MOF and
three representatives from CLIC oversees the management of the fund, with specified material items subject to the
approval of the MOF. The special purpose fund will be dissolved when all claims and benefits under the
non-transferred policies have been paid, or sooner if the management committee so agrees.
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The MOF s approval of the special purpose fund issued to CLIC provides that in the event there is any deficiency in
the special purpose fund for so long as the fund is in existence as described above to meet any payment obligation
arising out of the non-transferred policies, the MOF will provide support through the injection of funds to ensure the
payments of benefits and claims to the policyholders of the non-transferred policies. We have been advised by our
PRC legal counsel, King & Wood, that (1) the MOF has the authority to issue this approval regarding the special
purpose fund, (2) the approval is valid and effective and (3) it has no reason to believe that the MOF will revoke the
approval.

In accordance with generally applicable tax laws and regulations, CLIC, AMC and ourselves will file income tax
returns and pay our respective income taxes as separate and independent taxpayers. In accordance with a circular
issued by the MOF, a portion of the income tax payments made by CLIC and us during the period of January 1, 2003
to December 31, 2010 is required to be rebated to CLIC. All of the income tax payments made by AMC may also be
rebated to CLIC, if the current shareholding structure of AMC remains unchanged. As of the date of this annual
report, CLIC is in the process of applying for the extension of the period during which the income tax payments will
be rebated.

We have been advised by our PRC legal counsel, King & Wood, that following the restructuring we would not have
any continuing obligations to holders of the non-transferred policies and that there is no legal basis on which holders
of the non-transferred policies can make a claim against China Life. King & Wood based its conclusion on, among
other things, the following factors: (1) after the restructuring, China Life was established as a separate legal entity and
China Life s assets and liabilities should be regarded as distinct and separate from those of CLIC; (2) there is no
contractual relationship, direct or indirect, between the holders of the non-transferred policies and China Life; (3) the
restructuring (including the transfer of the transferred policies to China Life) has been approved by the CIRC and has
been conducted without infringing upon the rights of the holders of non-transferred policies; (4) the arrangements
made under the restructuring agreement, in particular the MOF s support as described above, are expected to enable
CLIC to satisfy its obligations under the non-transferred policies; and (5) PRC regulatory authorities have no legal
power to direct China Life to assume CLIC s obligations under the non-transferred policies or to indemnify the holders
of the non-transferred policies.

See Item 3. Key Information Risk Factors Risks Relating to the Restructuring .

Developments After Restructuring

On November 23, 2003, we established an asset management company, AMC, with CLIC, in connection with the
restructuring. AMC manages our investment assets and, separately, substantially all of those of CLIC. On

December 30, 2006, we established a property and casualty company, CLPCIC, with CLIC. On January 15, 2007, we
established a pension insurance company, China Life Pension, with CLIC and AMC. On September 3, 2013, we

established a wholly owned subsidiary, China Life (Suzhou) Pension and Retirement Investment Company Limited,
or Suzhou Pension Company. The registered capital of Suzhou Pension Company is RMB 300 million.
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In December 2003, we successfully completed our initial public offering of H shares, including H shares in the form
of American depositary shares, or ADSs, and raised approximately RMB 24,707 million in aggregate net proceeds.
Upon completion of our initial public offering, our H shares became listed on the Hong Kong Stock Exchange and
ADSs each representing 40 of our H shares became listed on the New York Stock Exchange. The ratio of ADSs to H
shares was reduced from 40 H shares to 15 H shares on December 29, 2006.

In December 2006, we issued 1,500,000,000 new ordinary domestic shares through public offering on the SSE at the
offering price of RMB 18.88 per share, raising RMB 28,320 million in aggregate gross proceeds. The A shares have
been listed on the SSE since January 9, 2007. Prior to the offering, CLIC held 19,323,530,000 ordinary domestic
shares, or CLIC A shares, which have been registered with the China Securities Depository and Clearing Corporation
Limited as circulative A shares with restrictive trading following the A share offering. CLIC has undertaken that for a
period of 36 months commencing on January 9, 2007 it will not transfer or put on trust the CLIC A shares held by it or
allow such CLIC A shares to be repurchased by China Life. On January 11, 2010, 19,323,530,000 CLIC A shares
were released from trading restrictions. Of this amount, 150,000,000 shares had remained frozen in accordance with
relevant Chinese regulations until December 2010.

We incurred capital expenditures of RMB 4,472 million (US$721 million), RMB 4,594 million and RMB
4,166 million in 2014, 2013 and 2012, respectively. These capital expenditures mainly comprised of the addition of
properties for our own use and electronic equipment.

B. BUSINESS OVERVIEW

We had nearly 197 million individual and group life insurance policies, annuity contracts, health insurance and
accident insurance policies in force as of December 31, 2014. As of December 31, 2014, the average guaranteed rate
of return of the products we offered was 2.49%. For the financial year ended December 31, 2014, our lapse rate was
approximately 5.46%. The policy persistency rate, which measures the ratio of the insurance policies that are still
effective after a certain period, was 89% for 14 months after issuance and 86% for 26 months after issuance.

In response to favorable market opportunities for health insurance and accident insurance in recent years, we have
increased our efforts in developing our health insurance and accident insurance businesses. As a result, our health
insurance and accident insurance gross written premiums have increased gradually as a percentage of our total gross
written premiums. Meanwhile, the gross written premiums derived from group life insurance and supplementary
major medical insurance represented an insignificant percentage of our total gross written premiums. In order to better
reflect the changes in our external environment and business structure, and the objectives of future development, as
well as providing users of financial statements with more useful information, effective January 1, 2014, we realigned
our previously reported individual life insurance, group life insurance, short term insurance, supplementary major
medical insurance and other segments into four newly identified segments, namely life insurance, health insurance,
accident insurance and other. Our management has conducted its analysis and evaluation of our operating results
based on the new reporting segments. In connection with this realignment, segment operating results for the fiscal
years ended December 31, 2013 and 2012 have been revised to conform to current year segment operating results
presentation. For a detailed discussion, see our consolidated financial statements included elsewhere in this annual
report.

The information below is organized in accordance with our newly identified segments.
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Life Insurance

We offer life insurance and annuity products to individuals and groups. We market our individual life insurance
products primarily through a distribution force comprised of approximately 743,000 exclusive agents operating in
approximately 17,367 field offices throughout China, as well as other non-dedicated agencies located at branch offices
of banks, banking operations of post offices and other organizations. We offer group life insurance and annuity
products to the employees of companies and institutions through approximately 19,000 direct sales representatives, as
well as insurance agencies and insurance brokerage companies. Gross written premiums generated by our life
insurance products, totaled RMB 285,619 million (US$46,033 million) for the year ended December 31, 2014, RMB
290,778 million for the year ended December 31, 2013 and RMB 294,405 million for the year ended December 31,
2012, constituting 86.29%, 89.12% and 91.22% of our total gross written premiums for those periods. The figure for
2014 represented a 1.77% decrease from 2013.

The following table sets forth selected financial and other data regarding our life insurance business as of the dates or
for the periods indicated.

Compound
As of or for the year ended annual
December 31, growth rate
2012 2013 2014 2014 (2012-2014)
RMB RMB RMB US$
(in millions, except as otherwise indicated)

Gross written premiums 294,405 290,778 285,619 46,033 (1.50)%
Liabilities of insurance contracts 1,359,879 1,461,121 1,558,714 251,219 7.06%
Liabilities of investment contracts 60,447 57,991 63,710 10,268 2.66%

Products

We offer a wide variety of life insurance and annuity products to individuals, providing a wide range of coverage for
the whole length of a policyholder s life. Our individual life insurance and annuity products consist of whole life and
term life insurance, endowment insurance, annuities and universal life insurance. We also offer group annuity
products and group whole life and term life insurance products to enterprises and institutions. We bundle these
products to serve as part of our group customers overall employee benefit plans. We also market each group product
as an independent product. We believe we are the market leader in the development of group annuity products.

We offer both non-participating and participating products. There were approximately 130 million non-participating
policies and 60 million participating policies as of December 31, 2014, among which approximately 60 million

non-participating policies and 40 million participating policies were sold to individuals.

The following table sets forth selected financial information regarding our life insurance and annuity products.

Compound

annual
For the year ended December 31, growth rate
2012 2013 2014 2014  (2012-2014)
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Gross written premiums

Whole life and term life insurance
Endowment

Annuities
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RMB RMB RMB US$
(in millions, except as otherwise indicated)

32,881 32,109 32,638 5,260 (0.37)%

223,660 209,034 217,662 35,081 (1.35)%

37,864 49,635 35,319 5,692 (3.42)%
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Whole Life and Term Life Insurance

Non-participating whole life and term life insurance

We offer non-participating whole life and term life insurance products.

Non-participating whole life insurance products provide a guaranteed benefit, pre-determined by the contract, upon
the death of the insured, in return for the periodic payment of fixed premiums over a pre-determined period. Premium
payments may be required for the length of the contract period, to a specified age or for a specified period, and are
typically level throughout the period.

Non-participating term life insurance products provide a guaranteed benefit upon the death of the insured within a
specified time period in return for the periodic payment of fixed premiums. Specified coverage periods generally
range from 5 to 30 years or expire at specified ages. Death benefits may be level over the period or increasing.
Premiums are typically at a level amount for the coverage period. Term life insurance products are sometimes referred
to as pure protection products, in that there are normally little or no savings or investment elements. Unlike
endowment products, term life insurance policies expire without value at the end of the coverage period if the insured
person is still alive.

FParticipating whole life insurance

We also offer participating whole life insurance products, which are traditional whole life insurance policies that also
provide a participation feature in the form of dividends. The policyholder is entitled to share a portion of the
distributable earnings from participating products, as determined by us based on formulas prescribed by the CIRC.
Under guidelines issued by the CIRC, the dividends must be no less than 70% of the distributable earnings from
participating products. Policyholders may receive dividends in cash or apply them to increase death benefits or cash
values available upon surrender.

We offer participating whole life insurance products only to individual customers.
Endowment
Non-participating endowment products

Non-participating endowment products provide to the insured various guaranteed benefits if the insured survives
specified maturity dates or periods stated in the policy, and provide to a beneficiary designated by the insured
guaranteed benefits upon the death of the insured within the coverage period, in return for the periodic payment of
premiums. Specified coverage periods generally range from 5 to 30 years or end at specified ages. Premiums are
typically at a level amount for the coverage period.

FParticipating endowment products

We also offer participating endowment products, which are endowment policies that also provide a participation
feature in the form of dividends. Policyholders are entitled to share a portion of the distributable earnings from
participating products, as determined by us based on formulas prescribed by the CIRC. Under guidelines issued by the
CIRC, the dividends must be no less than 70% of the distributable earnings from participating products. Policyholders
may receive dividends in cash or apply them to increase death benefits or cash values available upon surrender.
Participating endowment products are among the most popular individual life insurance products in China.
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Fu Lu Shuang Xi Participating Endowment and Fu Lu Xin Zun Participating Endowment generated the most income
for participating endowment products in 2014. Fu Lu Shuang Xi Participating Endowment had RMB 29,749 million
(US$4,795 million) of net premiums in 2014, representing 10.42% of the net premiums of our life insurance business.
Fu Lu Xin Zun Participating Endowment had RMB 21,338 million (US$3,439 million) of net premiums in 2014,
representing 7.47% of the net premiums of our life insurance business. The net premiums earned from our
participating endowment products decreased by RMB 54,100 million, or 27.95%, to RMB 139,479 million
(US$22,480 million) in 2014 from RMB 193,579 million in 2013.

We offer endowment products only to individual customers.
Annuities

Annuities are used for both asset accumulation and asset distribution needs. Annuitants pay premiums into our
accounts, and receive guaranteed level payments during the payoff period specified in the contracts. We offer both
non-participating and participating annuities. For non-participating annuity products, risks associated with the
investments are borne entirely by us. A significant portion of our non-participating annuity products imposes charges
upon an early surrender or withdrawal of the contract.

Participating annuity products are annuities that provide a participation feature in the form of dividends. The
dividends are determined by us in the same manner as our life insurance policies. Annuitants may receive dividends in
cash or apply them to increase annuity benefits or reduce the premiums or deposits required to maintain the contract in
force. Like non-participating annuities, a significant portion of our participating annuity products imposes charges
upon an early surrender or withdrawal of the contract.

In our non-participating group annuities, interest on an annuitant s deposits is credited to each participating employee s
personal account.

We also offer participating group annuities. In our participating group annuities, interest on an annuitant s deposits is
either credited to the participating employee s personal account or credited to the participating employee s personal
account as well as the employer s group account. The annuitant is entitled to share a portion of our distributable
earnings derived from our participating products, as determined by us based on formulas prescribed by the CIRC, in
excess of the rate we guarantee to participating employees.

Universal Life Products
Universal life products are life insurance policies with flexible premium and benefit amounts. For each universal life
policy, we establish a separate account and determine the interest credit rate, mortality and expense charges

specifically for such account. The benefits of universal life products are linked to the account value of each separate
account.
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Marketing and Distribution
Individual

We have historically sold most of our individual life insurance and annuity products to the mass market and will
continue to actively serve this market. However, we believe our core individual customer base will evolve as China s
economy develops. We will seek to capitalize on the market opportunities in the growing affluent segment of China s
population by focusing our marketing efforts on large and medium-sized cities with an aim to attract more medium-
and high-end customers, as we believe that the demand for life insurance and annuity products in these areas is
greater. In addition, we have been implementing a customer segmentation sales approach which targets individuals of
various income and education levels with different products. Under this sales approach, individuals in different
periods of their lives are marketed with different life insurance and annuity products, with these products in many
cases supplemented by our individual accident and health products.

We distribute our individual life and annuity products nationwide through multiple channels. Our primary distribution

system is comprised of approximately 743,000 exclusive agents operating in approximately 17,367 field offices

throughout China. In addition, we are implementing our customer-oriented market segmentation sales initiatives to all

exclusive agents nationwide. While continuing to invest in our exclusive agent force, we have also expanded into

other distribution channels, primarily non-dedicated agencies located in approximately 61,000 outlets of commercial

banks and banking operations of post offices, to diversify our distribution channels and to achieve higher growth. See
Distribution Channels .

Group

We target our group life insurance and annuity products to large institutional customers in China, including branches
of foreign companies, which we believe have a greater awareness of and need for group life insurance and annuity
products. We have long-term customer relationships with many of China s largest companies and institutions. We
provide large group customers with products having flexible fee and dividend structures, as well as enhanced real-time
customer service. While continuing to focus on large institutional clients, we also target small- to medium-sized
companies in economically developed regions to supplement our growth and to increase our profits.

We market our group life insurance and annuity products primarily through our direct sales representatives. We also

market our group life insurance and annuity products through commercial banks, banking operations of post offices,

insurance agency companies and insurance brokerage companies. We believe our sales network has a geographic

reach unmatached by any other life insurance company in China, serving almost every county in China. See
Distribution Channels .

Health Insurance

We offer a broad array of health insurance products and services to both individuals and groups, including
disease-specific insurance, medical expense insurance and defined benefit insurance. Our health insurance gross
written premiums totaled RMB 33,192 million (US$5,350 million) for the year ended December 31, 2014, RMB
24,713 million for the year ended December 31, 2013 and RMB 18,789 million for the year ended December 31,
2012, constituting 10.03%, 7.57% and 5.82% of our total gross written premiums for those periods. The figure for
2014 represented a 34.31% increase from 2013.

Our health insurance business shares our nationwide life insurance sales force and distribution network of exclusive
agents. Our policy review and claim adjustment processes are facilitated through a team of supporting personnel with
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The following table sets forth selected financial and other data regarding our health insurance as of the dates or for the
periods indicated. The financial results of both our long-term health insurance and short-term health insurance are
reflected in the following table.

Compound
As of or for the year ended annual
December 31, growth rate

2012 2013 2014 2014  (2012-2014)
RMB RMB RMB US$
(in millions, except as otherwise indicated)

Gross written premiums 18,789 24,713 33,192 5,350 32.91%
Liabilities of insurance contracts 20,497 28,229 38,872 6,265 37.71%
Liabilities of investment contracts 6,157 7,096 8,565 1,380 17.94%
Products

We offer health insurance products to both individuals and groups. We classify our health insurance products as
short-term products, having policy terms of less than or up to one year, and long-term products, having policy terms
longer than one year. We offer both short-term and long-term defined health benefit plans, medical expense
reimbursement plans and disease-specific plans to individuals and groups.

Defined health benefit plans

These plans provide a fixed payment based on the number of days of hospitalization for specific diseases or surgical
operation. Policyholders either pay premiums in a single payment or on a periodic basis.

Medical expense reimbursement plans

These plans provide for the reimbursement of a portion of the participant s outpatient or hospitalization treatment fees
and expenses. Policyholders either pay premiums in a single payment or on a periodic basis or, for certain group
medical expense reimbursement plans, irregularly as determined by the policyholder.

We also commenced our supplementary major medical insurance business in 2013. As part of the Chinese
government s overall medical insurance scheme, supplementary major medical insurance reimburses policyholders for
a specified percentage of their high medical expenses caused by major illnesses which are in excess of the maximum
amounts covered by the basic social medical insurance and will otherwise be borne by the individuals. The Chinese
government has launched pilot supplementary major medical insurance programs in various areas in China. Local
governments in these pilot areas use a portion of the basic medical insurance funds to purchase supplementary major
medical insurance service from qualified insurance companies through a government tender. Supplementary major
medical insurance offers protection to all the policyholders covered by the basic social medical insurance in the pilot
areas and policyholders do not need to pay any extra premium for the supplementary major medical insurance. In
2013, we won the bids for 76 supplementary major medical insurance projects in areas including Liaoning province
and Jilin province. In 2014, we won the bids for 91 supplementary major medical insurance projects in areas including
Henan province and Jiangxi province.

Disease-specific plans
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These plans provide a fixed payment benefit for various diseases. Premium payments for disease-specific plans are
paid either in a single payment or on a periodic basis.

Marketing and Distribution
We offer our health insurance products to both individuals and groups through the same distribution channels we use
to market our life insurance products. We market our individual health insurance products through our exclusive agent

sales force. We market our group health insurance products primarily through our direct sales representatives. See
Distribution Channels .
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We use our individual and group product distribution channels to market our health products either as primary
products, as riders or as supplementary products packaged with our life, annuity or accident insurance products. We
conduct extensive health insurance related training programs for our direct sales representatives and our exclusive
agents.

Accident Insurance

We are the leading accident insurance provider in China. Our accident insurance gross written premiums totaled RMB
12,199 million (US$1,966 million) for the year ended December 31, 2014, RMB 10,799 million for the year ended
December 31, 2013 and RMB 9,548 million for the year ended December 31, 2012, constituting 3.69%, 3.31% and
2.96% of our total gross written premiums for those periods. The figure for 2014 represented a 12.96% increase from
2013.

The following table sets forth selected financial and other data regarding our accident insurance as of the dates or for
the periods indicated. The financial results of both our long-term accident insurance and short-term accident insurance
are reflected in the following table.

Compound
As of or for the year ended annual
December 31, growth rate

2012 2013 2014 2014 (2012-2014)
RMB RMB RMB US$
(in millions, except as otherwise indicated)

Gross written premiums 9,548 10,799 12,199 1,966 13.03%
Liabilities of insurance contracts 4,161 5,147 5,860 944 18.67%
Liabilities of investment contracts

Products

We offer a broad array of accident insurance products to both individuals and groups.
Individual accident insurance

Individual accident insurance products provide a benefit in the event of death or disability of the insured as a result of
an accident, or a reimbursement of medical expenses to the insured in connection with an accident. Typically, a death
benefit is paid if the insured dies as a result of the accident within 180 days of the accident, and a disability benefit is
paid if the insured is disabled, with the benefit depending on the extent of the disability. If the insured receives
medical treatment at a medical institution approved by us as a result of an accident, individual accident insurance
products also may provide coverage for medical expenses. We offer a broad array of individual accident insurance
products, such as insurance for students and infants against death and disability resulting from accidental injury and
comprehensive coverage against accidental injury. We also offer products to individuals requiring special protection,
such as accidental death and disability insurance for commercial air travel passengers and automobile passengers and
drivers.

Group accident insurance
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We offer a number of group accident insurance products and services to businesses, government agencies and other
organizations of various sizes. We also offer group accident products targeted at specific industry groups, such as
construction worker related accident insurance to construction companies, and law enforcement personnel accident
insurance to various law enforcement agencies.
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Marketing and Distribution

We market our individual accident insurance products through our direct sales force and our exclusive agent sales
force, as well as intermediaries, such as non-dedicated agencies located at outlets of commercial banks, banking
operations of post offices, savings cooperatives, travel agencies, hotels and airline sales counters and insurance agency
and insurance brokerage companies. We market our group accident insurance products primarily through our direct
sales representatives and the same intermediaries we use to sell our individual accident products. See  Distribution
Channels .

We use our individual and group product distribution channels to market our accident products either as primary
products, as riders or as supplementary products packaged with our life, annuity or health products. Our direct sales
representatives market our individual accident products to employees of our institutional customers.

Product Development

In 2014, in line with our general development strategy, we developed and introduced 26 new products, including 20
long-term insurance products consisting of 12 life insurance products, five annuity products, two health insurance
products and one accident insurance product; and six short-term insurance products consisting of three accident
insurance products, two health insurance products and one life insurance product with a term of one year.

With respect to long-term insurance products, we developed and introduced, among others:

for individual insurance distribution channels, the China Life Cancer Prevention illness insurance product
package, which significantly boosted the sales of our major individual insurance products; several products
such as China Life Xin Ru Yi Annuity Insurance (platinum edition); and the newly upgraded China Life
Golden Account Endowment (universal), which includes survival benefits, annuity, maturity benefits and
dividends in the accumulated appreciation of universal insurance, and thus optimizes wealth management for
customers;

for bancassurance distribution channels, the China Life Xin Yi Bao Annuity, the first product with regular
premiums in the bancassurance distribution channels after the premium rate reform, which was well received
by the market due to its features such as the combination of liabilities for annuity and supplementary
accidental death insurance, combination of wealth planning and accident protection and inclusion of survival
benefits into universal accounts for interest accumulation; and the China Life Xin Annuity; and

for new channels including telephone and online distribution, an upgraded telephone distribution product,
the 2014 edition of China Life An Xin insurance package, which was introduced as our first long-term
accidental injury insurance adopting the new standard of disability benefits; and the first long-term universal
insurance product of our online distribution channel, the China Life Ru E Endowment (Universal), which
targets medium and high end customers across the Internet and is positioned for long-term savings.
With respect to short-term insurance products, we developed China Life An Xin Dai Accidental Injury Insurance for
Borrowers (Type A) to satisfy the needs of our local branches for calculating premiums of credit businesses on a daily
basis. To meet particular customer needs, we developed several featured short-term insurance products, such as China
Life Compensatory Medical Insurance for In-flight Emergency Rescue Costs and China Life Comprehensive
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Accidental Injury Insurance for Chinese Residents Travelling in Taiwan. We also upgraded our travel insurance
products.
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Distribution Channels

We believe we have the largest distribution force with the most extensive geographic reach compared with any of our
competitors. Our distribution network reaches almost every county in China. Throughout China, we have
approximately 743,000 exclusive agents operating in approximately 17,367 field offices for our individual products
and approximately 19,000 direct sales representatives for group products. We have a multi-channel distribution
network selling individual and group insurance products through intermediaries, primarily non-dedicated agencies
located in approximately 61,000 outlets of commercial banks and banking operations of post offices as of the end of
2014. Commission rates vary by product, based on such factors as the payment terms and period over which the
premiums are paid for the product, as well as CIRC regulations. We support our agents and representatives through
training programs, sales materials and information technology systems.

Exclusive agent force

Our exclusive agent force of approximately 743,000 agents, including those who are not qualified, is the primary
distribution channel for our individual life, health and accident insurance products.

The following table sets forth information relating to our exclusive agent force as of the dates indicated.

As of December 31,
2012 2013 2014
Number of exclusive agents (approximately) 693,000 653,000 743,000
Number of field offices 17,960 17,536 17,367

Our exclusive agent force is among our most valuable assets, allowing us to more effectively control our distribution
and build and maintain long-term relationships with our individual customers. The number of our exclusive agents
increased from 653,000 as of the end of 2013 to 743,000 as of the end of 2014. During 2014, we attracted more new
qualified agents by expanding our recruitment program, making further efforts in training new qualified agents and
strengthening sales support. At the same time, we have continued carrying out performance reviews in 2014, which
have led to the departure of a number of exclusive agents with lower productivity. In addition, the market competition
for qualified agents has increased due to the new Sales Personnel Rules issued by the CIRC. See Item 3. Key
Information Risk Factors Risks Relating to Our business Our growth is dependent on our ability to attract and retain
productive agents. We believe that our customers and prospective customers prefer the personal approach of our
exclusive agents and, therefore, we believe our exclusive agent force will continue to serve as our core distribution
channel.

We also continued the development of a special sales force targeting orphan policies (policies which were serviced by
former individual agents who have since left the company) to improve our service for these policies.

Individual insurance agents, representatives of insurance agencies and insurance brokers are required to obtain
qualification certificates issued by the CIRC. See Item 4. Information on the Company Business Overview Regulatory
and Related Matters Regulation of Insurance Agencies, Insurance Brokers and Other Intermediaries . Under applicable
CIRC regulations, we may face sanctions if we retain individual agents without CIRC qualification certificates, and
policyholders who bought insurance policies through our unqualified agents are allowed to cancel the policies, under
some circumstances. As of December 31, 2014, approximately 99.87% of our individual agents had obtained such a
certificate. Under applicable CIRC regulations, after expiration of an individual agent s qualification certificate, the
agent must apply for a renewal of the qualification certificate or pass the qualification examination again in order to
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We supervise and provide training to our exclusive agents through more than 2,480 full-time trainers and 35,900 part
time trainers. We set product management and customer service standards, and have developed risk warning and
credit rating systems, which we require all of our field offices and agents to meet, and conduct field tests with a view
to ensuring quality. We also have an extensive training program.

We compensate our exclusive agent force through a system of commissions and bonuses to reward performance. Our
agents are compensated based on a commission rate that generally decreases over the premium period. For short-term
insurance products, our exclusive agents are generally compensated with fixed agent fees. We provide group
annuities, group commercial supplemental pension insurance, group life and medical insurance for our exclusive
agents. We motivate our agents by rewarding them with performance-based bonuses and by organizing sales-related
competitions among different field offices and sales units. We also try to increase the loyalty of our exclusive agents
through other methods, such as through participation in sales conferences.

We believe we have the largest exclusive agent sales force in China. We intend to improve the quality and
productivity of our individual exclusive agent force and reduce the attrition rate of our agents by taking the following
actions:

improving the overall productivity of our exclusive agents by implementing our market segmentation sales
approach, managing, supporting and incentivizing the exclusive agents through different levels, and
providing standardized sales services to our customers;

motivating our exclusive agents with an improved performance-based evaluation and compensation scheme;

building a more professional exclusive agent force by improving our education and training programs and
enhancing our training efforts and increasing the number of qualified exclusive agents;

improving the quality of our exclusive agent force and reducing turnover by expanding our recruitment
program and strengthening the cultivation, training and performance support for our new exclusive agents;
and

improving the efficiency of our exclusive agents by providing sales support, including establishing a

customer service platform and improving and expanding the China Life E-Home sales support system

nationwide to further enhance their marketing, time management and customer service capabilities.
Group distribution channel

Our group distribution channel is comprised of our direct sales force and intermediaries.
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Direct sales force

Our direct sales force, which consists of approximately 19,000 direct sales representatives, is our primary distribution
system for our group life insurance and annuities, group accident insurance and group health insurance products, as
well as our individual accident insurance and individual short-term health insurance products.

We believe our direct sales force allows us to more effectively control our distribution and build and maintain
long-term relationships with our group customers and, therefore, will continue to serve as our primary distribution
system for our group products. We believe maintaining our leading position in the group insurance market depends on
a professional and qualified direct sales force, and we have devoted substantial resources to the training and
supervision of our direct sales force in recent years. We set product management and customer service standards
which we require all of our branch offices and direct sales representatives to meet, and conduct field tests to centralize
quality control and management. We also have an extensive training program.

We motivate our direct sales representatives by rewarding them with performance-based bonuses and by organizing
sales and services-related competitions among different branch offices and sales units.

Intermediaries
We also offer individual and group products through intermediaries.

We market group products through dedicated insurance agencies and insurance brokerage companies. Dedicated
insurance agencies and insurance brokerage companies work with companies primarily to select group insurance
providers and group products and services in return for commission fees. Currently, the market of dedicated insurance
agencies and insurance brokerage companies in China generally remains underdeveloped. However, we expect that
the dedicated insurance agencies and insurance brokerage companies will play a more important role in sales of our
group products in the future.

We also sell short-term insurance products through other non-dedicated agencies. Currently, we have non-dedicated
agencies operating at outlets of travel agencies, commercial banks, credit cooperatives, small loan companies and
airline sales counters. We expect non-dedicated agencies to become an increasingly important distribution channel for
individual products.

Bancassurance channel

We have bancassurance arrangements with major commercial banks and banking operations of post offices in China,
and currently generate a significant portion of our total sales through bancassurance. Our distribution channels are
primarily comprised of non-dedicated agencies located in approximately 61,000 outlets of commercial banks and
banking operations of post offices. We will continue to dedicate substantial resources to develop our bancassurance
business, with a focus on key cities. We have established strategic alliances with many banks. We intend to improve
the attractiveness of our products by providing new products and all-around services to each major bank and providing
training and integrated systems support to our banking partners.

Other distribution channels

We also sell individual products through other newly developed distribution channels including telephone sales and
internet-based sales.

Table of Contents 72



Table of Contents

Edgar Filing: CHINA LIFE INSURANCE CO LTD - Form 20-F

42

73



Edgar Filing: CHINA LIFE INSURANCE CO LTD - Form 20-F

Table of Conten

The major products sold through our telephone sales channel are individual insurance and health insurance products.

As a new sales channel developed in recent years, the sales generated by our telephone sales channel have been
rapidly increasing and we believe that its growth will continue.

We sell short-term insurance products, including tourism, comprehensive accident, traffic, overseas travel, family,

student and juvenile insurance products, through our website at www.e-chinalife.com. The number of customers and

sales volume of our internet-based sales channel have been steadily increasing over the past several years due to the
improvement of the process for internet-based sales business with respect to customer registration and inquiry,
product purchase and information checks. We also sell products through the internet-based sales platforms of
insurance brokerage companies, insurance agencies and other qualified third-party websites.

Gross written premiums attributable to each distribution channel

The following table sets forth gross written premiums attributable to each distribution channel, as of the dates
indicated.

For the year ended December 31

2012 2013 2014 2014
RMB RMB RMB US$
(in millions)
Exclusive agent force 179,761 197,698 205,417 33,107
First-year business of long-term insurance 32,197 31,815 34,455 5,553
Single 415 413 335 54
First-year regular 31,782 31,402 34,120 5,499
Renewal business 141,999 160,302 165,131 26,614
Short-term insurance business 5,565 5,581 5,831 940
Group distribution channel 13,562 17,658 17,440 2,811
First-year business of long-term insurance 2,165 4,720 2,989 482
Single 2,002 4,561 2,878 464
First-year regular 163 159 111 18
Renewal business 593 563 506 82
Short-term insurance business 10,804 12,375 13,945 2,247
Bancassurance channel 128,863 107,658 99,825 16,089
First-year business of long-term insurance 91,524 78,178 77,881 12,552
Single 78,151 69,695 65,918 10,624
First-year regular 13,373 8,483 11,963 1,928
Renewal business 37,283 29,387 21,815 3,516
Short-term insurance business 56 93 129 21
Other distribution channels 556 3,276 8,328 1,342
First-year business of long-term insurance 225 280 1,262 203
Single 8 18 889 143
First-year regular 217 262 373 60
Renewal business 324 475 638 103
Short-term insurance business 7 2,521 6,428 1,036
Total 322,742 326,290 331,010 53,349
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Competition

Our nearest competitors are Ping An Life, New China Life and China Pacific Life.

In the life insurance market, Ping An Life, New China Life, China Pacific Life and we collectively
represented 64% of total life insurance premiums in 2013. We primarily compete based on the nationwide
reach of our sales network, the largest distribution force and the level of services we provide, as well as our

strong brand name.

In the accident insurance market, Ping An Life, New China Life, China Pacific Life and we collectively
represented 71% of total accident premiums in 2013. We primarily compete based on the nationwide reach
of our sales network and the level of services we provide and our strong brand name, as well as our
cooperative arrangements with other companies and institutions.

In the health insurance market, Ping An Life, New China Life, China Pacific Life and we collectively
represented 67% of total health premiums in 2013. We primarily compete based on the nationwide reach of
our sales network, the level of services we provide, our multi-layered managed care scheme and systems of
policy review and claim management, as well as our strong brand name.
The following table sets forth market share information for the year ended December 31, 2013, the most recent year
for which official market information for separate business segments is available, in all segments of the life insurance

market in which we do business.

Life Accident Health Total
premiums premiums premiums premiums

market share market share market share market share
China Life 31% 35% 25% 30%
Ping An Life Insurance Company of China,
Ltd. D 13% 18% 27% 14%
China Pacific Life Insurance Co. Ltd. 9% 14% 7% 9%
New China Life Insurance Co. Ltd. 11% 4% 8% 10%
Tai Kang Life Insurance Co. Ltd. 6% 6% 4% 6%
Others® 29% 23% 29% 31%
Total 100 % 100 % 100 % 100 %

(1) For purposes of this annual report, the statistics for Ping An Life Insurance Company of China, Ltd. also include
those of Ping An Health Insurance Company of China, Ltd. and Ping An Annuity Insurance Company of China,
Ltd.

(2) Others include: PICC Life Insurance Co., Ltd., PICC Health Insurance Co., Ltd., Taiping Life Insurance Co. Ltd.,
Taiping Pension Co. Ltd., Minsheng Life Insurance Co., Ltd., Sunshine Life Insurance Corporation Limited,

Table of Contents 76



Edgar Filing: CHINA LIFE INSURANCE CO LTD - Form 20-F

Huatai Life Insurance Co., Ltd., Tianan Life Insurance Co. Ltd., Sino Life Insurance Co., Ltd., An Bang Life
Insurance CO., Ltd., Union Life Insurance Co., Ltd., Greatwall Life Insurance Co., Ltd., ABC Life Insurance Co.,
Ltd., Kunlun Health Insurance Co., Ltd., Hexie Health Insurance Co., Ltd., Dragon Life Insurance Co., Ltd.,
Huaxia Life Insurance Co., Ltd., Sinatay Life Insurance Co., Ltd., Yingda Taihe Life Insurance Co., Ltd., Guohua
Life Insurance Co., Ltd., Happy Life Insurance Co., Ltd., Aeon Life Insurance Co., Ltd., China Post Life
Insurance Co., Ltd., Zhongrong Life Insurance Co., Ltd., Lian Life Insurance Co., Ltd., Sino-Conflux Insurance
Company, , Qian Hai Life Insurance Co., Ltd., Soochow Life Insurance Co., Ltd., Hongkang Life Insurance Co.,
Ltd., Pearl River Life Insurance Co., Ltd., Jixiang Life Insurance Company Limited, Manulife-Sinochem Life
Insurance Co. Ltd., CCB Life Insurance Co. Ltd., Allianz China Life Insurance Co., Ltd., ICBC-AXA Assurance
Co., LTD., BoComm Life Insurance Co., Ltd., Citic-Prudential Life Insurance Co., Ltd., Generali China Life
Insurance Co. Ltd., Sun Life Everbright Life Insurance Co. Ltd., ING-BOB Life Insurance Co., Ltd., Founder
Meiji Yasuda Life Insurance Co., Ltd., Aviva-COFCO Life Insurance Co., Ltd., AEGON-CNOOC Life Insurance
Co., Ltd., CIGNA CMC Life Insurance Co., Ltd., Nissay-Greatwall Life Insurance Co., Ltd, Heng An Standard
Life Insurance Co., Ltd., Skandia-BSM Life Insurance Co., Ltd., Sino-US United MetLife Insurance Company
Ltd., Cathay Life Insurance Co., Ltd., Samsung Air China life Insurance Co., Ltd., Sino-French Life Insurance
Co., Ltd., Zhongxin Grand Oriental Person s Life Insurance Co., Ltd., King Dragon Life Insurance Co., Ltd.,
HSBC Life Insurance Co., Ltd., Shin Kong HNA Life Insurance Co., Ltd., Pramerica Fosun Life Insurance Co.,
Ltd., Sino-korea Life Insurance Co., Ltd., ERGO China Life Insurance Co., Ltd. and American International
Assurance Co., Ltd. (China).

Source: China Insurance Yearbook 2014
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We face competition not only from domestic life insurance companies, but also from non-life insurance companies
and foreign-invested life insurers. There were 67 licensed life insurance companies in China as of December 31, 2012,
71 as of December 31, 2013 and 77 as of December 31, 2014. Property and casualty insurers were allowed to sell
accident and short-term health insurance products with regulatory approval starting from January 2003, which we
believe will lead to greater competition in the accident and health insurance sectors, especially in the group accident
and group health insurance products. In addition, we believe that elimination of geographic limitations on
foreign-invested insurance companies will further increase competition in China s life insurance market.

See Item 3. Key Information Risk Factors Risks Relating to the PRC Life Insurance Industry We expect competition in
the Chinese insurance industry to increase, which may materially and adversely affect the growth of our business .

We also face increasing competition from other financial services providers, primarily licensed mutual fund
companies, commercial banks providing personal banking services and operating business of various financial
products, trust companies and brokerage houses licensed to manage separate accounts. These financial services
providers may be permitted to manage employer-sponsored defined contribution pension plans, which we believe will
compete directly with our group annuity products. We also face competition in the sale of our individual participating
policies and annuities from financial institutions which offer investment products to the public.

Business Management
Customer Support Management

We seek to provide quality services to our customers and potential customers and to be responsive to their needs, both
before and after a sale, through an extensive customer support network. Our customer service network is managed by
specialized customer service departments, which are responsible for setting uniform standards and procedures for
providing policy-related services to customers, handling inquiries and complaints from customers and training
customer services personnel.

We deliver customer services primarily through customer service units operating in our branch offices and in field
offices throughout China and a sophisticated telephone call center network. We take advantage of alternative customer
services channels, such as cell phone messages and the Internet, complementing the customer services provided by
our customer service units and the call center network.

Customer service units

We provide customer support through approximately 2,700 customer service units nationwide. We provide several
types of policy-related services to our customers, which include collecting regular premiums, renewing policies,
purchasing supplemental policies, reinstating lapsed policies, processing surrenders, increasing insured amounts,
processing policy loans, paying benefits and updating information regarding holders and beneficiaries of policies. We
require our customer service units to provide these policy-related services in accordance with procedures and
standards that we implement on a nationwide basis, helping to ensure the quality of the services we provide. We also
have uniform service standards for customer service units nationwide. We also have a specialized customer service
department to further refine our customer services. The customer service department s role is to provide service to our
customers and supervise the quality of service provided by our customer service units.
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Telephone call service center

Our telephone call service centers allow customers to make product and service inquiries, file complaints, report
claims and losses, make appointments and update the contact information regarding holders of policies. They also
provide call-back, greeting message and reminder call services to customers. With our dedicated, nationwide inquiry
line, 95519 , our customers can reach us on a 24 hours/7 days basis.

We believe our call centers have become popular with our customers because of the quality of services we provide.

From 2004 to 2014, for 11 consecutive years, we received the Best Call Centers in China Award from the Professional
Committee for the Promotion and Alliance of Customer Relationship Management of Information under the Ministry

of Industry and Information Technology. We have also obtained the authentication of Chinese national call center
operating performance standards. We will continue to ensure that we have a sufficient number of lines and staff to
service the increasing use of our call centers.

We have established system-wide standards for our call centers, which we monitor periodically through regular call
quality monitoring and customer satisfaction surveys on the call centers.

Cell phone message services

We utilize wireless telephone services to make instant contact with our customers and sales people. We may send
short messages to our customers all over China, conveying such information as birthday and holiday greetings,
premium payment notices and premium payment confirmations.

Internet-based services

Our customers can utilize our Internet-based services for inquiries, complaints and service requests through our
website (www.e-chinalife.com). We also use emails to send messages to our customers all over China, conveying
such information as birthday and holiday greetings, premium payment notices and premium payment confirmations.

Supplementary services

To allow our customers to benefit from superior service and enhance their service experience, we provide several
types of supplementary services while continuing to provide quality basic insurance services.

Our service brand China Life 1+N covers all areas of services we provide to our customers, including several types of
basic policy-related services and supplementary services (including Health Good Helper, China Life Insurance
Information Hub, China Life Lecture Hall, China Life Preferential Value and Featured Customer Service Activities).

We have also successfully held the China Life Customer Festival and Hand in Hand customer service activities for
eight consecutive years.

Underwriting and Pricing

Our individual and group insurance underwriting involves the evaluation of applications for life, accident and health
insurance products by a professional staff of underwriters and actuaries, who determine the type and the amount of
risk that we are willing to accept. We have established qualification requirements and review procedures for our
underwriting professionals. We employ detailed underwriting policies, guidelines and procedures designed to assist
our underwriters to assess and quantify risks before issuing a policy to qualified applicants.
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We generally evaluate the risk characteristics of each prospective insured. Requests for coverage are reviewed on their
merits, and a policy is not issued unless the particular risk or group has been examined and approved for underwriting.

We have different authorization limits and procedures depending on the amount of the claim. We also have
authorization limits for personnel depending on their level of qualifications.

In order to maintain high standards of underwriting quality and consistency, we engage in periodic internal
underwriting audits.

Individual and group product pricing reflects our insurance underwriting standards. Product pricing on insurance
products is based on the expected payout of benefits, calculated through the use of mortality table, morbidity,

expenses and investment returns. Those assumptions and other assumptions for calculating the margin for expected
profitability are based on our own experience, third party consultation, the experience of reinsurance companies and
published data from other institutions. For more information on regulation of insurance products, see ~ Regulatory and
Related Matters Insurance Company Regulation .

We primarily offer products denominated in Renminbi.
Claims Management

We manage the claims from policyholders through our claims verification staff at our headquarters and branch offices.
Typically, upon receiving a claim, a staff person will verify preliminarily if all materials supporting the claim have
been submitted; if so, the claim and its materials will be forwarded to the liability department to confirm liability and
to determine whether a claim investigation is needed. Upon confirming the validity of the claim and insurance
liability, the amount payable to the policyholder will be calculated, and the claim will be paid upon completion of
approval procedure.

We manage claims management risk through organizational controls and computer systems controls. Our
organizational controls include specific limits on authorization for branches at different levels; periodic case
inspection and special inspections in particular situations by risk management bodies at all levels of our organization;
expense mechanisms linking payout ratios of short-term insurance policies and expense ratios of branches. Except for
some health insurance claims below a certain amount, verification of claims by two staff members is also required.
We also periodically provide training to our claims verification personnel and conduct appraisals of their performance.
Our claims management is strictly processed with computers to streamline claims verification and handling.

Reinsurance

We have entered into various reinsurance agreements with China Life Reinsurance Company Limited, or China Life
Re, formerly known as China Reinsurance Company, for the reinsurance of individual risks and group risks. In
general, individual risks are primarily reinsured either on a surplus basis, whereby we are reinsured for risks above a
specified amount, or on a percentage basis. Under our reinsurance policy, the specified amount above which the risks
are reinsured varies among different types of insurance products. Our group risks are generally reinsured either on a
surplus basis or on a percentage basis. In general, our reinsurance agreements with China Life Re do not have a
definite term, but may be terminated with respect to new business thereunder by either party on a date agreed by both
parties with three to six months notice.
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We have also entered into reinsurance agreements separately with the Beijing branch of Munich Reinsurance
Company, Mapfre Re, the Shanghai branch of General Re Corporation, the Shanghai branch of Hannover Re and
Aetna Life & Casualty (Bermuda) Ltd.

In May 2014, we renewed our catastrophe reinsurance protection in order to reduce our catastrophe exposure.

These reinsurance agreements spread the risk and reduce the effect on us of potential losses. Under the terms of the
reinsurance agreements, the reinsurer agrees to assume liabilities for the insured, or ceded, amount in the event the
claim is paid. However, we remain liable to our policyholders if the reinsurer fails to meet the obligations assumed by
it.

We also accept external auditing of the reinsurance business by our reinsurers.
Reserves of Insurance Contracts

For all of our insurance contracts, we establish, and carry as liabilities, actuarially determined amounts that are
calculated to meet our obligations to policyholders under our insurance contracts.

Financial statement reserves

Our reserves for financial reporting purposes are calculated based on the best estimated amounts required to be paid
by us to fulfill the relevant obligations under insurance contracts. We have considered margin and time value on the
reserve calculation for insurance contracts. We expect these reserve amounts, along with future premiums to be
received on insurance contracts and investment earnings on these amounts, to be sufficient to meet our obligations to
policyholders under our insurance contracts.

We establish the liabilities to meet our obligations under our insurance contracts based on the present value of
reasonable estimates of future cash outflows less future cash inflows. We have considered margin in the establishment
of such liabilities. Our assumptions for calculating reserve amounts include assumptions for mortality, morbidity,
lapse rate, expenses and discount rate. These assumptions may deviate from our actual experiences and, as a result, we
cannot determine precisely the amounts which we will ultimately pay to settle these liabilities or when these payments
will need to be made. These amounts may vary from the estimated amounts, particularly when those payments may
not occur until well into the future. The discount rate assumption is affected by certain factors, such as future
macro-economy, monetary and exchange rate policies, capital market results and availability of investment channels
to invest our insurance funds. We review these assumptions periodically, based on analysis of historical experiences
and expectations of future developments. We evaluate our liabilities based on reviewed assumptions. To the extent
that actual experiences deviate significantly from our assumptions used to establish these liabilities, and these
deviations are expected to continue in the foreseeable future, we may be required to increase or decrease our
liabilities. This increase or decrease could have a material effect on our profitability and, if significant, our financial
condition.

Statutory reserves
We are required under China s insurance law to report insurance reserves for regulatory purposes in the solvency

reports. The minimum levels of these reserves are based on methodologies and assumptions mandated by the CIRC.
We also maintain assets in excess of policy reserves to meet the solvency requirements under CIRC regulations.
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See Item 3. Key Information Risk Factors Risks Relating to Our Business Differences in future actual operating results
from the assumptions used in pricing and establishing reserves for our insurance and annuity products may materially
and adversely affect our earnings .

Investments

As of December 31, 2014, we had RMB 2,100,870 million (US$338,599 million) of investment assets. As provided

by China s insurance laws and regulations, we may invest insurance premiums and other insurance funds in five
categories of investment assets, including liquidity assets, fixed income assets, equity assets, real properties and other
financial assets, all as defined by the CIRC and subject to various limitations. See ~ Regulatory and Related

Matters Insurance Company Regulation Regulation of investments . As of December 31, 2014, we have invested our
insurance premiums and other insurance funds in term deposits, debt securities, loans, securities investment funds,
stocks, resale agreements, investment properties, equity interests of non-listed enterprises and related financial
products and other financial products.

We direct and monitor our investment activities through the application of investment management guidelines and
investment plans. Our investment management guidelines and investment plans include: (1) performance goals for the
investment fund; (2) specified asset allocations and investment scope based on regulatory provisions, level of
indebtedness and market forecasts; (3) specified goals for investment duration and asset-liability matching
requirements based on asset-liability matching strategies; (4) specified authorization levels required for approval of
significant investment projects; and (5) specified risk management policies and prohibitions. The investment
management guidelines and investment plans are reviewed and approved by the board of directors annually.

Investment proposals typically originate from our investment management department, which is in charge of all of our
investment assets except for investment in real properties used by us, which is separately managed by our own-use
real property investment management department. Investment proposals are reviewed by our risk management
department for risk assessment and submitted to the investment decision committee for final approval.

AMC, the asset management company that we established with CLIC, manages a substantial part of our Renminbi
investments following the restructuring and, separately, substantially all of the investments retained by CLIC. See

Asset Management Business . IHC, a wholly owned subsidiary of CLIC, also manages our investments in unlisted
equity interests, real property and related financial products and securitization financial products. See Item 7. Major
Shareholders and Related Party Transactions Related Party Transactions Continuing Related Party Transactions with
IHC . In August, 2014, we engaged 15 domestic investment managers to manage RMB 20,000 million (US$3,223
million) for investment in Chinese capital markets; and in January 2015, we engaged eight investment managers to
manage US$ 800 million for investment in overseas capital markets.
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The following table summarizes information concerning our investment assets as of December 31, 2012, 2013 and
2014.

As of December 31,
2012 2013 2014
Carrying % of Carrying % of Carrying % of
value total value total value total
(RMB in millions, except as otherwise indicated)
Cash and cash equivalents 69,452 39% 21,330 1.2% 47,034 2.2%
Term deposits 641,080 35.8% 664,174 359% 690,156 32.9%
Statutory deposits restricted 6,153 0.3% 6,153 0.3% 6,153 0.3%
Debt securities, held-to-maturity 452,389  253% 503,075 27.2% 517,283  24.6%
Debt securities, available-for-sale 349,590 19.5% 339,986  18.4% 395,341
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