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Directors' Report

TO THE MEMBERS

Your Directors are pleased to present the Twelfth Annual Report of your Company

together with the audited accounts for the year ended on March 31, 2014.

Financial Results (` in crore)

Particulars Year ended Year ended

March 31, 2014 March 31, 2013

Gross Written Premium 3,000.3 2,508.1

Net Written Premium 1,765.9 1,471.5

Net Earned Premium 1,584.9 1,242.6

Other Income/Liabilities written back 2.3 1.7

Net Incurred Claims 1,275.0 951.0

Net Commission (Income) / Expenses (97.6) (66.0)

Expenses of Management 449.1 375.5

Investment Income – Policyholders 188.8 141.9

General Insurance Result 149.5 125.7

Investment Income – Shareholders 74.8 56.2

Profit before Tax 224.3 181.9

Provision for Tax 28.9 27.4

Profit after Tax 195.4 154.5

Interim Dividend (incl. dividend distribution tax) 31.0 —

Balance Carried to Balance Sheet 164.4 154.5

Performance

The gross written premiums of the Company rose by 19.6%, from

` 2,508.1 crore to ` 3,000.3 crore. The Company achieved a Profit before Tax of

` 224.3 crore (PY: ` 181.9 crore). The Profit after Tax for the year is ` 195.4 crore as

against profit of ̀  154.5 crore in the previous year. The net earned premium increased

to ` 1,584.9 crore from ` 1,242.6 crore in the previous year.

Dividend

The Board of Directors had paid an interim dividend of ̀  0.50 per equity share of ̀  10

each in March 2014. The said dividends have been encashed by all shareholders.

No final dividend was recommended by the Board.

Increase in Paid-up Capital

During the year, the Company allotted 7,35,250 equity shares of ` 10 each pursuant

to exercise of stock options under Employees Stock Option Plan – 2009 (ESOP-2009).

Consequently, the paid-up equity share capital of the Company has increased from

` 528.6 crore as on April 1, 2013 to ` 529.3 crore as on March 31, 2014 and the

Share Premium account increased from ` 277.2 crore as on March 31, 2013 to

` 277.5 crore as on March 31, 2014.

Employees Stock Option Plan (ESOP)

During the year, the Company granted 10,48,000 stock options in respect of 10,48,000

equity shares ` 10 each at a grant price of ` 62.50 per option under ESOP-2009 –

Tranche - V to the eligible employees. The Options granted vest in tranches – 25% on

completion of 2 years from grant date, 25% at the end of 3 years from grant date and

the balance 50% on completion of 4 years from grant date and are exercisable within

a period of 5 years from the date of respective vesting.
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During the year, Options vested

aggregated to 21,52,000 and options

exercised aggregated to 7,35,250.

Pursuant to the said exercise, the

Company received ` 106.52 lacs as

exercise consideration (excluding

tax). Pursuant to exercise of stock

options, 7,35,250 equity shares of

` 10 each have been allotted to the

concerned employees.

The Options lapsed during the year

aggregated to 65,000 and the

Options in force as on March 31,

2014 were 80,73,000.

There has been no variation in the

terms of the Options granted.

The diluted EPS is ` 3.66 against a

basic EPS of ` 3.70.

Awards and Recognitions

In recognition of its efforts to provide

superior customer service,

streamlining systems and processes,

and to develop the Company’s human

resources, the Company has received

the following awards and recognitions.

iAAA Rating

The Company has been rated iAAA by

ICRA (an associate of Moody’s

Investors Service) indicating highest

claim paying ability. This rating

denotes Company’s fundamentally

strong position and prospect of

meeting policyholder obligations as

the best. The rating takes into

account the Company’s strong

parentage, its leadership position

amongst the private sector general

insurers in the Country, balanced and

diversified portfolio, prudent

underwriting practice and

reinsurance strategy.

ISO Certification

HDFC ERGO has been awarded

the ISO 9001:2008 certification

for its processes relating to

Operations and Services, Customer

Experience Management and Claims

Management functions of the

Company.

This certification validates HDFC

ERGO’s conformity with

internationally established standards

for quality systems and assurance in

Operations, Claim processing and

Customer Service. The certification is

a validation of the controls that have

been built in place to ensure that the

needs and expectations of customers

are met. This certification ensures

that the Company’s products and

services are the most compliant with

the existing market standards and

requirements.

Gold Shield ICAI Awards for

Excellence in Financial Reporting for

FY 13

During the year, the Company has

been awarded Gold Shield ICAI

Awards for Excellence in Financial

Reporting for FY 13 under the

Category III – Insurance Sector by The

Institute of Chartered Accountants of

India (ICAI).

The award was selected by the panel

of judges on the basis of degree of

compliance with the Accounting

Standards, Statutory Guidelines and

other relevant pronouncements. Mr.

T. S. Vijayan, Chairman, IRDA was the

Chairman of the Jury committee for

the award.

Best General Insurance Company in

India by International Alternative

Investment Review (IAIR)

The Company has been awarded the

Best General Insurance Company in

India by International Alternative

Investment Review (IAIR).

The award was based on an

independent survey and was

analyzed considering the leadership,

innovative services and the ability to

be responsive to the customers’

needs with a dynamic approach and

a variety of products.

Best Insurance Company in Private

Sector - General

The Company has been awarded Best

Insurance Company in Private Sector

- General by ABP NEWS - Banking,

Financial Services and Insurance

(BFSI) Awards 2014.

The award underlines the best-of-the-

best practices of the BFSI Industry

based on the strategy, security,

customer service and the future

technology challenges and

innovations. The award has been

selected basis customer poll and

analysis by a bench of jury.

Excellence in Health Insurance

(General Insurance) by International

Alternative Investment Review

(IAIR)

The Company has been awarded

Excellence in Health Insurance

(General Insurance) by International

Alternative Investment Review.

The award was based on an

independent survey and was

analyzed considering the parameters

like sustainability, business results,

strategic development, high quality of

services and leadership.

Particulars of Employees

The total employee strength of the

Company as on March 31, 2014 was

1,837 as against 1,389 at the

beginning of the year. During the year,

17 employees employed throughout

the year were in receipt of

remuneration of ` 60 lacs or more

per annum and there were no

employees employed for a part of the

year at a remuneration of ` 5 lacs or

more per month. Under the

provisions of Section 217(2A) of the

Companies Act, 1956 and

Companies (Particulars of

Employees) Rules, 1975, as

amended, the names and other

particulars of the said employees are

set out in the annexure to this report.

The Directors’ Report is being sent

to the shareholders of the Company

excluding the annexure. Any

shareholder interested in obtaining

a copy of the annexure may write to

the Company Secretary.
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Particulars Regarding Foreign

Exchange Earnings and Outgo,

Conservation of Energy and

Technology Absorption

The Company incurred an

expenditure of ` 162.21 crore (PY:`

170.93 crore) in foreign exchange

during the year under review mainly

on account of reinsurance premium.

Earnings in foreign exchange during

the year was ` 46.19 crore

(PY:` 34.87 crore). Since the Company

does not carry out any manufacturing

activity, other particulars relating to

conservation of energy and

technology absorption stipulated in

Companies (Disclosure of Particulars

in the Report of Board of Directors)

Rules, 1988 are not applicable.

Public Deposits

The Company has not accepted any

fixed deposit during the year under

review.

Directors

Mr. Bernhard Steinruecke and

Dr. Jagdish Khattar are Independent

Directors of the Company appointed

in accordance with the Companies

Act, 1956 and are currently liable to

retire by rotation.

As per the provisions of Section 149

of the Companies Act, 2013 (the Act),

Independent Directors are not liable

to retire by rotation and can hold

office for a term of upto 5 consecutive

years and thereafter eligible for re-

appointment subject to passing of a

special resolution. Accordingly, it is

proposed to appoint Mr. Bernhard

Steinruecke and Dr. Jagdish Khattar

as Independent Directors for a period

of 5 years, not liable for retire by

rotation.

Both Mr. Bernhard Steinruecke and

Dr. Jagdish Khattar have consented

to be appointed as Independent

Directors and have confirmed that

they meet the criteria of

independence as stipulated under

Section 149(6) of the Act and Clause

49 (I) (iii) of the Listing Agreement as

prescribed.

The Board of Directors is of the view

that Mr. Bernhard Steinruecke and

Dr. Jagdish Khattar are persons of

integrity and possesses relevant

expertise and experience to be

appointed as independent directors

of the Company and fulfil the

conditions specified in the Act and

the rules made thereunder and they

are independent of the management.

The Board of Directors at its meeting

held on April 24, 2014, pursuant to

the recommendations of the

Nomination and Remuneration

Committee of Directors and in

accordance with the provisions of

Section 197(4) of the Act and Section

34A of the Insurance Act, 1938,

appointed Mr. Mukesh Kumar as a

whole-time director of the Company

(designated as ‘Executive Director’)

for a period of 3 years with effect from

June 1, 2014, subject to the approval

of IRDA and shareholders.

In accordance with the provisions of

the Act and Articles of Association

of the Company, Mr. Mark

Lammerskitten, Director retires by

rotation at the ensuing Annual

General Meeting and being

eligible, has offered himself for

re-appointment.

All the Directors of the Company have

confirmed that they are not

disqualified from being appointed as

directors under the provisions of

Section 164 of the Act. Further, all the

Directors have confirmed that they

comply with the ‘fit and proper’

criteria prescribed under the

Corporate Governance Guidelines

(Guidelines) notified by IRDA and

submitted the requisite declarations

in the format prescribed under the

Act and Rules made thereunder and

the said Guidelines.

As required under the Guidelines

notified by IRDA, the Company and

the said Directors respectively, would

enter into Deed of Covenants as per

the prescribed format.

Necessary resolutions for the
appointment / re-appointment of the
aforesaid directors have been
included in the notice convening the
ensuing Annual General Meeting.

Auditors

At the eleventh Annual General
Meeting (AGM) of the Company held
on July 31, 2013, Members had
appointed Messrs G. M. Kapadia &
Co., Chartered Accountants, Mumbai,
(Registration No. of the firm with the
ICAI : 104767W) and Messrs A. F.
Ferguson Associates, Chartered
Accountants, Mumbai (Registration
No. of the firm with the ICAI :
102849W), as Joint Statutory
Auditors of the Company, to audit the
books of accounts of the Company
and to hold office as such up to the
conclusion of twelfth AGM of the
Company.

In terms of the provisions of Section
139 of the Companies Act, 2013, an
audit firm can carry out audit of a
company for maximum of 2 terms of
5 years each. In terms of the
Guidelines issued by the Insurance
Regulatory and Development
Authority (IRDA) for appointment of
Statutory Auditors of insurance
companies (Auditor Guidelines), an
audit firm can carry out the statutory
audit of an insurance company
continuously for a maximum term of
five years.

Accordingly, the term of Messrs G. M.
Kapadia & Co., as one of the joint
Statutory Auditors of the Company
would expire on the conclusion of
twelfth AGM of the Company. The
Board wishes to place on record its
appreciation for the services
rendered by Messrs G. M. Kapadia &
Co., Chartered Accountants, during
their tenure as the statutory auditors
of the Company.

Messrs A. F. Ferguson Associates,
Chartered Accountants, were
appointed as one of the joint
Statutory Auditors of the Company
since FY 12 and hold office until the
conclusion of the ensuing AGM and
are eligible for re-appointment.
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In accordance with the provisions of
the said Auditor Guidelines, Sections
139 and 141 of the Companies Act,
2013 and Rules made thereunder,

your Directors, propose the
appointment of Messrs A. F. Ferguson
Associates, Chartered Accountants,
as one of the joint Statutory Auditors

of the Company for a period of 2 years
for audit of books of accounts of the
Company for FY 15 and FY 16,
subject to ratification at every AGM.

Pursuant to the provisions of Sections
115, 139, 140 and 141 of the
Companies Act, 2013, read with
Rules 3 and 6 of the Companies
(Audit and Auditors), Rules 2014, the
Company has received special notice
from a member of the Company
signifying his intention to propose the
name of Messrs B. K. Khare & Co.,
Chartered Accountants, as one of the
joint statutory auditors of the
Company to hold office from the
conclusion of the twelfth AGM until
the conclusion of the seventeenth

AGM for the purpose of audit of the
Company’s accounts along with a
deposit of ` 1 lac as required under
the said Act.

Accordingly, your Directors, after
considering the experience, expertise
and stature of the Chartered
Accountants firm viz. Messrs B. K.
Khare & Co., Chartered Accountants,
Mumbai (Registration No. of the firm
with the ICAI: FRN 105102W), and
their partners, recommend to the
Members to consider their
appointment as one of the joint
Statutory Auditors of the Company to
audit the books of accounts of the
Company for a period of 5 years i.e.
from FY 15 to FY 19, subject to
ratification at every AGM.

The Company has received

certificates from Messrs A. F.
Ferguson Associates, Chartered
Accountants, and Messrs. B. K.
Khare and Co., Chartered
Accountants, to the effect that their
appointments, if made, would be
within the limits prescribed under
Sections 139 and 141 of the

Companies Act, 2013 and the
Companies (Audit and Auditors)
Rules, 2014. Further, the said firms
have confirmed that their
appointments, if made, would be in
compliance with the provisions of
said Auditor Guidelines, issued by
IRDA.

The Board recommends the
appointment of Messrs A. F. Ferguson
Associates, Chartered Accountants,

and Messrs B. K. Khare & Co.,
Chartered Accountants as the joint

Statutory Auditors of the Company.

Necessary resolutions for the said
appointments are contained in the

notice of the twelfth AGM of the
Company circulated to the Members.
Members are requested to consider
and approve their appointments and

authorise the Board to decide the
remuneration payable to them.

Corporate Social Responsibility

In accordance with the provisions of
Section 135 of the Companies Act,
2013 and the Rules made
thereunder, the Board of Directors of
the Company constituted the
Corporate Social Responsibility
Committee of Directors comprising of
four (4) members - two Non-Executive
Directors, one Independent Director
and the Managing Director and CEO
of the Company.

The terms of reference of the
committee is detailed in the Report
of the Directors on Corporate
Governance, which forms part of this
report.

Report of the Board on Corporate

Governance and Management

Discussion and Analysis Report

The Report of the Board of Directors
on Corporate Governance inter alia
detailing the status of compliance of
the various provisions of the
Corporate Governance Guidelines
prescribed by Insurance Regulatory
and Development Authority (IRDA)
and the Management Discussion and
Analysis Report form part of this
report.

Directors’ Responsibility Statement

In accordance with the provisions of
Section 217 (2AA) of the Companies
Act, 1956 and based on the
information provided by the
management, your Directors state
that:

(i) In the preparation of annual
accounts, the applicable accounting
standards have been followed;

(ii) Accounting policies selected were
applied consistently. Reasonable and
prudent judgments and estimates
were made so as to give a true and
fair view of the state of affairs of the
Company as at March 31, 2014 and
of the profit of the Company for the
year ended on that date;

(iii) Proper and sufficient care has
been taken for the maintenance of
adequate accounting records in
accordance with the provisions of the
Companies Act, 1956, Insurance Act,
1938, Insurance Rules, 1939 and
IRDA Regulations, Orders, Circulars
and Guidelines for safeguarding the
assets of the Company and for
preventing and detecting frauds and
other irregularities; and

(iv) The annual accounts of the
Company have been prepared on a
going concern basis.
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Report of the Directors on Corporate Governance

Corporate governance is the

buzzword in India as well as in other

developed and developing countries

of the world over the last several

years. With economic liberalization,

deregulation of industry and

businesses, demand for new

corporate ethos and stricter

compliance with the laws of land,

corporate governance has gained

tremendous importance. Exposure of

the corporate sector to a new

paradigm for corporate governance

is in tune with the changing times

and demand for greater

accountability of companies to their

shareholders, customers and other

stakeholders.

Corporate governance means the

way in which a corporate entity is

directed, administered and controlled

and a commitment to conduct

business in a fair, transparent and

ethical manner within the existing

rules and regulations. Corporate

governance also concerns the

relationships among the various

internal and external stakeholders

involved, as well as the governance

processes designed to help a

company achieve its goals. This is

accomplished by establishing a

framework of rules and practices by

which the board of directors ensures

accountability, fairness and

transparency in a company’s

relationship with its stakeholders viz.,

customers, management,

employees, government and the

society.

Company’s Philosophy on Corporate

Governance

The Company’s philosophy on

corporate governance has been

influenced by its promoters, Housing

Development Finance Corporation

Limited (HDFC) and ERGO

International AG (ERGO). Corporate

Governance at the Company is not

just adherence to mandatory rules

and guidelines. It lies in observing the

spirit behind the letter. A commitment

to Policyholder satisfaction and

nurturing of Shareholder value has

been the cornerstone of governance

practices at HDFC ERGO. The

Company endeavors to adhere to the

established and proven practices of

HDFC and ERGO in maintaining

corporate culture and the spirit in

managing the business.

HDFC ERGO’s mission is to become

a long-term trusted and transparent

Company to its policyholders,

shareholders, channel partners,

employees and the community it

works and operates in. The Board of

Directors fully supports and endorses

the guidelines on Corporate

Governance for the Insurance Sector

(the Guidelines) prescribed by

Insurance Regulatory and

Development Authority (IRDA). The

Company has complied with the

mandatory requirements of the

Guidelines and certain provisions of

the non-mandatory requirements and

listed below is the status with regard

to the same.

HDFC ERGO believes that corporate

governance is a continuous journey

towards sustainable value creation

for all the stakeholders and is driven

by its values of Sensitivity, Excellence,

Ethics and Dynamism (SEED). The

Company’s vision is to be the most

trusted partner for every stakeholder

and the Company is committed to

provide fair, transparent and

equitable treatment to all

stakeholders. The Company’s core

value system is guided by the

principles of accountability,

transparency and timely disclosure of

matters of interest to the investors

and ensuring thorough compliance

with the applicable acts, laws, rules

and regulations and conducting

business in best ethical manner.

The Company is not only committed

to follow the prescribed corporate

practices embodied in various

regulatory provisions, but is

constantly striving to adopt emerging

best practices.

Board of Directors

The Board of Directors of the

Company are the guardians of

fairness, transparency and

accountability and provide

appropriate directions with regard

to leadership, vision, strategy,

policies, monitoring, supervision,

accountability to shareholders and to

achieve greater levels of performance

on a sustained basis as well as

adherence to the best practices of

corporate governance. The board

also provides directions and

exercises appropriate control to

ensure that the Company fulfils

stakeholders’ aspirations and

societal expectations.

The Company has a multi–tier

management structure, comprising

the Board of Directors at the apex and

followed by employees at senior

management, middle management

and junior management positions.

Through this, it is ensured that

strategic supervision is provided by

the Board; control and

implementation of Company’s

strategy is achieved effectively,

operational management remains

focused on implementation;

information regarding the Company’s

operations and financial

performance is made available
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The composition of the Board is in conformity with the provisions of the

Guidelines and is as under:

Sr. Directors Category No. of

No. Directorships Held*

1 Mr. Deepak S. Parekh Chairman (Non-Executive)  9**

2 Mr. Keki M. Mistry Non-Executive Director 13

3 Ms. Renu Sud Karnad Non-Executive Director 13

4 Mr. Andreas Kleiner Non-Executive Director 1

5 Mr. Mark Lammerskitten Non-Executive Director 1

6 Dr. Jagdish Khattar Independent Director 2

7 Mr. Bernhard Steinruecke Independent Director 4

8 Mr. Mukesh Kumar Executive Director —

(w.e.f. June 1, 2014)

9 Mr. Ritesh Kumar Managing Director and CEO —

* Directorships held in public companies registered under the provisions of the

Companies Act, 1956 (excluding HDFC ERGO) have been considered.

**Other than the directorships mentioned above, Mr. Deepak S. Parekh is an

alternate director in 2 companies.

promptly; delegation of decision

making with accountability is

achieved; financial and operating

control and integrity are maintained

at an optimal level; and risks are

suitably evaluated and dealt with.

Composition

Commensurate with the size of the

Company, complexity and nature of

various underlying functions, the

Board consists of persons having

strong professional background,

varied experience, knowledge and

commitment to discharge their

responsibilities and duties. The Board

plays a pivotal role in creation of

stakeholder value by ensuring that

the Company adopts sound and

ethical business practices and that

the resources of the Company

are optimally used. The Board reviews

and approves the strategy and

oversees management’s decisions.

The Board comprises of nine

members, of which seven are Non-

Executive Directors. Of the seven

Non-Executive Directors, three

Directors represent HDFC, two

Directors represent ERGO and two

Directors are Independent Directors.

The independent directors have

confirmed that they satisfy the

criteria laid down for an independent

director under Section 149 (6) of the

Companies Act, 2013 and Clause 49

(I) (A) (iii) of the listing agreement

notified by the Securities and

Exchange Board of India. Brief

profiles of the Directors are set out

elsewhere in the annual report.

Responsibilities

The Board of Directors represents the

interests of the Company’s

shareholders in optimizing long-term

value by providing the management

with guidance and strategic direction

on shareholders’ behalf. The Board’s

mandate is to oversee the Company’s

strategic direction, review financial,

operational and investment

performance, approve annual

business plan, ensure regulatory

compliance and safeguard interest of

all stakeholders. The Board plays a

pivotal role in ensuring good

governance and creating value for all

stakeholders.

Tenure

The Non–Executive Directors of the

Company (excluding Independent

Directors) are liable to retire by

rotation. One–third of the said

directors are liable to retire every year

and, if eligible, offer themselves for

re-appointment.

In accordance with the Provisions of

Sections 149(10) and 152(5) of the

Companies Act, 2013, the

Independent Directors of the

Company are not liable to retire by

rotation and it is proposed to appoint

them for a term of 5 years.

Board Meetings and Procedures

All Directors participate in discussing

the strategies, performance,

financials and risk management of

the Company. The Board follows a set

of appropriate standard procedures

in the conduct of Board meetings of

the Company, which can be

summarised as below.

The meetings of the Board of

Directors are normally held at the

Company’s registered office in

Mumbai. The schedules of meetings

to be held in a calendar year are
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Directors No. of Meetings No. of Meetings Sitting Fees

Held during Attended Paid (`)

the tenure

Mr. Deepak S. Parekh 4 4 80,000

Mr. Keki M. Mistry 4 4 80,000

Ms. Renu Sud Karnad 4 4 80,000

Mr. Andreas Kleiner 4 4 —

Mr. Mark Lammerskitten 4 4 —

Dr. Jagdish Khattar 4 3 60,000

Mr. Bernhard Steinruecke 4 3 60,000

Mr. Mukesh Kumar — — —

Mr. Ritesh Kumar 4 4 —

The Board also met on April 24, 2014, for approval of audited accounts of the

Company for FY14.

planned in advance. The notice of

each Board/Committee meetings is

given in writing to each Director. The

Board meets at least once a quarter

to review the financial, operational

and investment performance of the

Company.

The Company Secretary in

consultation with the Managing

Director and CEO prepares a detailed

agenda for the meetings. All

departments communicate with the

Company Secretary in advance with

regard to matters requiring the

approval of the Board to enable

inclusion of the same in the agenda

for the Board meetings. With the

objective of transparent information

flow from the management, detailed

agenda notes are sent to all Directors

in advance. The members of the

Board are also free to recommend

inclusion of any matter in the agenda

for discussion. In case of matters

requiring urgent consideration by the

Board and arising post the dispatch

of agenda, the same is taken up for

discussion by the Board as part of any

other business with the permission

of the Chairman.

The members of the Board have

access to all information of the

Company. Appointed Actuary is a

permanent invitee at the Meetings of

the Board. Members of senior

management team are invited to

attend the Board meetings so as to

provide additional inputs on the items

being discussed by the Board. Urgent

matters are also considered and

approved by passing resolutions

through circulation, which are noted

at the next meeting of the Board. The

Company Secretary records the

minutes of the proceedings of each

board and committee meeting. The

brief minutes of each Board meeting

are circulated to the Board members within two working days from the date

of meeting and detailed draft minutes are circulated to the members of the

board/committee for their comments. The minutes are finalised within thirty

days and thereafter recorded in the Minutes Book. In compliance of the

provisions of Listing Agreement entered into by the holding company with

the Stock Exchanges, the minutes of the Board meetings of the Company,

summary of the key decisions taken by the Board and the details of

significant transactions or arrangements entered into by the Company, if

any, are submitted to the holding company on a regular basis.

During the year under review, the Board met four (4) times on April 30, 2013,

July 31, 2013, October 18, 2013 and January 21, 2014. The attendance of

the Directors at the said meetings is listed below:

Committees

To enable better and more focused attention on the affairs of the Company

and as required under Regulatory provisions, the Company has set up various

Committees. These Committees prepare the groundwork for decision-making

and report at the subsequent Board meeting. The terms of reference of the

Committees are approved by the Board. Meetings of the Committees are held

on a regular basis depending upon the business to be transacted by the

Committee. Minutes of the Committee’s meetings/report on the activities of

the Committee are submitted to the Board on a periodical basis. Matters

requiring the Board’s attention/approval are generally placed in the form of

notes to the Board from the respective Committee. The Board has constituted

the following committees with specific terms of reference.

(i) Audit and Compliance Committee (ACC)

(ii) Investment Committee (IC)

(iii) Risk Management Committee (RMC)
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HDFC ERGO General Insurance Company Limited

Executive Director

Board of
Directors

MD & CEOUnderwriting & Actuarial

Claims

Information Technology &
Customer Experience
Management

Operations and Administration
functions

Marketing

Human Resources

Strategy Planning

Risk and Loss Mitigation Unit

Other Board
Committee

Corporate Business Group

Rural & Agri Business Group

Retail Business Group

Reinsurance

Investments

Finance

Legal, Compliance & Secretarial

Risk Management & Internal
Audit

Internal
Auditors

External
Auditors

Sub
Committee

Sub
Committee

Sub
Committee

Mandatory
Committees

Audit & Compliance

Investment

Nomination &
Remuneration

Risk Management

Policyholder Protection
& Grievance Redressal

Corporate Social
Responsibility

Allotment

(iv) Policyholder Protection and

Grievance Redressal Committee

(PPGRC)

(v) Nomination and Remuneration

Committee (NRC)

(vi) Capital Expenditure and

Technology Review Committee

(CETRC)*

(vii) Corporate Social Responsibility

Committee (CSRC)

* Since dissolved.

The role and composition of various Committees, including the number of meetings held during the year and the

related attendance of the Committee members at the said meetings, are given below.

The relationship between the Board,

the Committees and the senior

management functions as on March

31, 2014 is illustrated below:
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Audit and Compliance Committee

(ACC)

The Audit and Compliance Committee

was re-constituted by the Board at its

meeting held on April 24, 2014 and

comprises four (4) members – 2

independent directors and 2 non-

executive directors. The Chairman of

the Committee is an Independent

Director. All the members of the

Committee have strong financial

analysis background. The

composition of the Committee is in

accordance with the provisions of

Section 292A of the Companies Act,

1956 and the Guidelines issued by

IRDA.

The Committee inter alia oversees

the financial statements and

financial reporting before submission

to the Board, internal audit function,

compliance function and the work of

the statutory auditors. It also reviews

the reports of the internal auditors

and statutory auditors along with the

comments and action taken reports

of the management. The Committee

gives appropriate directions to the

management in areas that need to

be strengthened. The Committee

invites senior executives, as it

considers appropriate to be present

at the meetings of the Committee.

Member of senior management and

auditors are invited to participate in

the meetings of the Committee as

and when necessary. The Committee

recommends to the Board, the

appointment or re-appointment of

the statutory auditors, internal

auditors, concurrent auditors, risk

management auditors and their

remuneration. The Committee and

statutory auditors discuss the nature

and scope of audit prior to the

commencement of the audit and

areas of concern, if any, arising post-

audit. The Chairman of the Audit Committee briefs the Board of Directors

about significant discussions and decisions taken at the Committee meetings.

During the year under review, the ACC met four (4) times on April 30, 2013,

July 31, 2013, October 18, 2013 and January 21, 2014. The Committee also

met on April 24, 2014, for review of audited annual accounts of the Company

for FY14 and recommended the same for the approval of the Board.

 The details of composition of the ACC and the attendance of the Committee

members at the meetings are listed below:

Directors No. of Meetings No. of Meetings Sitting Fees

Held during Attended Paid (`)

the tenure

Mr. Bernhard

Steinruecke (Chairman) 4 4 40,000

Dr. Jagdish Khattar* — — —

Mr. Keki M. Mistry  4  4 40,000

Ms. Renu Sud Karnad**  4  4 40,000

Mr. Andreas Kleiner  4  4 —

Mr. Mark

Lammerskitten**  4  4 —

* From April 25, 2014

**Upto April 24, 2014

Investment Committee (IC)

The Investment Committee comprises six (6) members - two Non-Executive

Directors, the Managing Director and CEO, the Chief Financial Officer and

Company Secretary, the Appointed Actuary and the Chief Investment Officer.

The composition of the Committee is in accordance with the provisions of the

IRDA (Investment) Regulations, 2000, as amended and the Guidelines issued

thereunder by IRDA from time to time.

The Committee reviews the investment policy of the Company, its

implementation and the operational framework for the investment operations,

ensuring liquidity for smooth operations, compliance with prudential regulatory

norms on investments, risk management / mitigation strategies to ensure

adequate return on investment of Policyholder and Shareholder funds. The

Committee also reviews the Company’s capital and solvency position, the

investment strategies adopted from time to time and gives suitable directions

as needed in the best interest of the Company. All members of the Committee

are fully conversant with the various responsibilities cast on them by the

IRDA (Investment) Regulations, 2000, as amended and Guidelines issued

thereunder by IRDA from time to time. The Committee regularly apprises the

Board on the performance and analysis of Company’s investment portfolio.

During the year under review, the IC met four (4) times on April 30, 2013,

July 31, 2013, October 18, 2013 and January 21, 2014. The IC also met on

April 24, 2014.
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The details of composition of the IC and the attendance of the members at

the meetings are listed below:

Members No. of Meetings No. of Meetings Sitting Fees

Held during Attended Paid (`)

the Tenure

Mr. Keki M. Mistry

(Chairman) 4 4 40,000

Mr. Mark Lammerskitten 4 4 —

Mr. Ritesh Kumar 4 4 —

Mr. Antonio Ferreiro

(Appointed Actuary) 4 4 —

Mr. Samir H. Shah

(Member of Executive

Management, CFO and

Company Secretary) 4 4 —

Mr. Abhiranjan Gupta

(Chief Investment Officer) 4 4 —

Risk Management Committee (RMC)

The Risk Management Committee

comprises four (4) members - two

Non-Executive Directors, one

Independent Director and the

Managing Director and CEO of the

Company.

The terms of reference of the RMC

have been expanded during the year

under review. The terms of reference

interalia include overseeing the

Company’s risk management policies

and practices, reviewing various risks

and frauds associated with the

business of the Company and thereby

assisting the Board in effective

operation of the Risk Management

Framework (RMF) of the Company.

The RMC also advises the Board with

regard to risk management in relation

to strategic and operational matters.

During the year, the RMC has ensured

that risk culture elevates risk

management to a position that

overarches individual business units,

geographic locations and risk

disciplines. The RMC institutionalized

RMF of the Company is a proactive,

institution-wide program where policies,

procedure and processes are used to

measure, monitor and manage the

Company’s immediate risk universe

comprising Insurance risk, Asset risk

and Operational risk. The RMF in

addition to assessing the impact and

likelihood of risks also concurrently

evaluates the degree to which risk

policies and practices are being followed

and the effectiveness and efficiency of

these policies and practices.

In accordance with the framework,

the RMC provides an assurance that

risk exposures are adequately

controlled and identified gaps are

effectively taken care of by

implementing appropriate risk

mitigating measures.

During the year under review, the

RMC met four (4) times on April 30,

2013, July 31, 2013, October 18,

2013 and January 21, 2014. The

RMC also met on April 24, 2014.

The composition of the RMC and the

attendance of the members at the

meetings are listed below:

Members No. of Meetings No. of Meetings Sitting Fees

Held Attended Paid (`)

Mr. Bernhard

Steinruecke (Chairman) 4 4 40,000

Ms. Renu Sud Karnad 4 4 40,000

Mr. Andreas Kleiner 4 4 —

Mr. Ritesh Kumar 4 4 —

The sub-committee of the RMC (SC-RMC) of the Company comprising of the senior

executives of the Company including the Managing Director and CEO interalia

reviews Company’s RMF and its effectiveness. It also monitors key areas of existing

and emerging risk in particular and assists the RMC in fulfilling its objectives of

managing various risks associated with the business of the Company.

Policyholder Protection and Grievance Redressal Committee – (PPGRC)

The Committee comprises four (4) members – two Non-Executive Directors,

one Independent Director and the Managing Director and CEO of the Company.

The Committee reviews the processes being followed by the Company in

redressal of Policyholder grievances and the grievance redressal mechanism

of the Company and suggests mechanism for speedy redressal of complaints/

grievances from Policyholders. The Committee regularly submits its report to

the Board interalia with regard to complaints / grievances received and resolved,

mechanism in place / process being followed for resolution of the complaints /
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grievances and its observations on the efficacy of the existing mechanism. The

Complaints and Grievance Redressal Policy of the Company is available on the

website of the Company. The key objective of the Policy is to provide for a

mechanism to speedily redress the grievance and complaints of the

Policyholders to their satisfaction in accordance with the applicable laws. A

designated email id viz. grievance@hdfcergo.com was created for enabling

Policyholders to submit their grievance / complaint and its speedy redressal.

During the year, the PPGRC met four (4) times. The meetings were held on

April 30, 2013, July 31, 2013, October 18, 2013 and January 21, 2014. The

PPGRC also met on April 24, 2014.

The composition of the PPGRC and the attendance of the members at the

said meetings are listed below:

Members No. of Meetings No. of Meetings Sitting Fees

Held Attended Paid (`)

Dr. Jagdish Khattar

(Chairman) 3 3 30,000

Mr. Keki M. Mistry 4 4 40,000

Mr. Mark Lammerskitten 4 4 —

Mr. Ritesh Kumar 4 4 —

The Company also has a sub-

committee of the PPGRC (SC-PPGRC)

comprising of the senior

management team including the

Managing Director and CEO. The SC-

PPGRC inter alia reviews the

effectiveness of the grievance

redressal mechanism in place in the

Company, volume of complaints as

compared to business growth and

submits the details of grievances at

periodic intervals to IRDA.

Nomination and Remuneration

Committee (NRC)

The NRC comprises two Independent

Directors and two Non-Executive

Directors. The Chairman of the

Committee is an Independent Director.

The Committee considers and

determines the salary and other terms

of the compensation package for the

Whole-time Directors. The annual

compensation of the Whole-time

Directors is approved by the Committee,

subject to approval of the IRDA. The

Committee is also responsible for

framing of Employee Stock Option Plan

(ESOP), its administration and approving

of performance/deferred bonus to

employees.

During the year, the Committee

approved the grant of 10,48,000

stock options in respect of 10,48,000

equity shares ` 10 each at a grant

price of ` 62.50 per option under

ESOP-2009 - Tranche-V to the eligible

employees.

During the year, the Committee met

twice (2) on April 30, 2013 and

January 21, 2014. The NRC also met

on April 24, 2014.

The details of composition of the

NRC and the attendance of the

members at the said meetings are

listed below:

Directors No. of Meetings No. of Meetings Sitting Fees

held attended Paid (`)

Dr. Jagdish Khattar

(Chairman)  2  2  20,000

Ms. Renu Sud Karnad 2 2 20,000

Mr. Andreas Kleiner 2 2 —

Mr. Bernhard Steinruecke 2 1 10,000

Capital Expenditure and Technology Review Committee (CETRC)

The CETRC comprise of four (4) members – two Non-Executive Directors, one

Independent Director and the Managing Director and CEO.

The terms of reference of CETRC inter alia includes review of existing

Technology platform of the Company, its adequacy and the need for

upgradation and / or change and approval of major capital expenditure

proposals.

During the year, the Committee met once on July 31, 2014 and reviewed the

key technology initiatives taken up by the Company and initiatives planned

for FY14.0

The details of composition of CETRC and the attendance of the members at

the said meeting are listed below:

Members Whether Attended Sitting Fees

the Meeting Paid (`)

Ms. Renu Sud Karnad Yes 10,000

Mr. Mark Lammerskitten Yes —

Dr. Jagdish Khattar No —

Mr. Ritesh Kumar Yes —
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Since the objectives for which  CETRC

was constituted has been

accomplished, the Board at its

meeting held on April 24, 2014,

dissolved CETRC.

Allotment Committee (AC)

The AC comprise of four (4) members

– two Non-Executive Directors, one

Independent Director and the

Managing Director and CEO.

The terms of reference of the

Committee is to consider and

approve allotment of shares either

pursuant to exercise of stock options

by eligible employees or in case the

Board approves, the issue of fresh

capital from time to time.

During the year, the Company allotted

7,35,250 equity shares of  ̀  10 each

pursuant to exercise of stock options

under Employees Stock Option Plan

– 2009 (ESOP-2009).

Corporate Social Responsibility

Committee (CSR)

In accordance with the provisions

of Section 135 of the Companies

Act, 2013 (the Act) and the Rules

made thereunder, the Board at its

meeting held on April 24, 2014,

constituted the Corporate Social

Responsibil ity Committee of

Directors (CSR Committee) to

comprise of four (4) members – two

Non-Executive Directors, one

Independent Director and the

Managing Director and CEO.

The terms of reference of CSR

Committee inter alia  includes

formulating and recommending to

the Board, a Corporate Social

Responsibility Policy which shall

indicate the activities to be

undertaken by the Company as

specified in Schedule VII of the Act,

recommend the amount of

expenditure to be incurred on the

above referred activities, monitor the

CSR Policy of the Company from time

to time. It also includes formulating

a transparent monitoring mechanism

for the activities/projects/programs

proposed to be undertaken by the

Company, either directly or indirectly.

The Committee shall also offer advice

as to the areas where CSR activities

of the Company can be best adopted

giving preference to local areas and

areas where the Company operates.

Remuneration of Non-executive

Directors

The remuneration package for non-

executive directors consists of sitting

fees and commission. For the year

ended March 31, 2014, the

Independent Directors of the

Company will be paid an amount of

` 7 lacs each as commission pursuant

to the approval of the Board, which is

within the overall limits as approved

by the shareholders.

Related Party Transactions

There were no materially significant

transactions with the Directors, the

management, the promoters or the

relatives of the Directors that have a

potential conflict with the interest of

the Company at large. Details of

related party transactions entered

into by the Company in the normal

course of business are included in

the Notes to Accounts.

Whistleblower Policy

The Company promotes ethical

behavior in all its dealings, business

or otherwise and has put in place a

Whistleblower Policy (Policy) for

reporting of illegal or unethical

behaviour. In terms of the Policy, any

person including employees, vendors

and customers may report violations

of laws, rules, regulations or

unethical conduct to the

Whistleblower Committee constituted

for the purpose. The Policy provides

for maintaining confidentiality of such

reporting and ensures that the

Whistleblowers are protected and not

subject to any discriminatory

practices. During the year, the

Committee received 17 cases and

action has been taken on all the 17

cases. Further, the Company

confirms that, during the year, it has

not denied access to any person to

the Whistleblower Committee.

Code of Conduct

The Company has framed and

adopted a Code of Conduct, which is

applicable to all Directors and

employees of the Company. All the

members of the Board and senior

management personnel confirm on

an annual basis the adherence to the

provisions of the Code of Conduct.

On behalf of the Board of Directors

MUMBAI DEEPAK S. PAREKH

April 24, 2014 Chairman

Compliance Certificate

In accordance with the provisions of Corporate Governance Guidelines issued by Insurance Regulatory and

Development Authority, I, Samir H. Shah – Member of Executive Management, CFO and Company Secretary of

the Company hereby certify that the Company has complied with the provisions of Corporate Governance Guidelines

for Insurance companies notified by IRDA as amended from time to time and to the extent applicable and nothing

has been concealed or suppressed.

SAMIR H. SHAH
MUMBAI Member of Executive Management,

April 24, 2014 CFO and Company Secretary
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Management Discussion and Analysis Report

Macro Economic Environment

The global economy continues to be sluggish with a

moderation in growth in China adding to the continuation

of the crisis in the European Union and the United States

being unable to show clear signs of economic recovery.

The global economy seems fragile with revival of economic

activity not yet discernible.

The slowdown in Indian economy continued in FY14 with

estimated growth in GDP pegged at 4.9% marginally above

4.5% in FY13 (Source: Central Statistics Office estimates).

While slowdown in Indian economy largely reflects the

global trend, it would be fair to say that certain domestic

factors also contributed to the cause. The political

uncertainty associated with an election year and an

overall dip in the economy impacted launch of any

greenfield projects, resulting in drying up of credit demand

from industries. Persistent inflation, high interest rates,

low investments in manufacturing coupled with external

factors like the speculation of quantitative easing, or roll

back of stimulus, by the US Federal Reserve dampened

growth and created macro-economic upheavals. All the

factors led to low business and investor confidence.

While Agriculture is likely to show a growth of 4.6% in

FY14 (PY: 1.4%), Manufacturing output is likely to decline

by 0.2% as compared to 1.1% growth in the previous year;

likely to be worst year for manufacturing since 1999-

2000. Service sector is also likely to grow slower at 3.5%

as compared to 5.1% in the previous year.

General Insurance Industry

The slowdown in the economy has had a direct impact

on the growth of general insurance industry. The Industry

growth rate reduced from 23.7% in FY12 to 18.6% in FY13

to 12.7% in FY14. The total premiums grew from ̀  64,686

crore in FY13 to ` 72,853 crore in FY14. Owing to higher

growth in the private sector at 15.5% as compared to

12.7% for the industry, the private sector share increased

from 45.8% in FY13 to 47% in FY14. The growth in the

Industry was primarily driven by Motor at ~15% and Health

at ~17% which together constituted ~ 67% share of the

industry.

The corporate business market share continues to shrink

over the years. An uneventful period since the

catastrophic flood losses in 2005 and 2006, has led to

the softening of rate triggering pricing inadequacy in the

corporate portfolio. There is an urgent need for the market

to build margins on this business to meet eventualities if

they were to occur.

The motor sales in FY14 saw an unprecedented slowdown

with 6% decline in private cars and 20% decline in

commercial vehicles, with only two-wheelers growing at

7%. The Indian Motor Third Party Declined Risk Insurance

Pool (IMTPDRIP) for commercial vehicles, started in FY13,

saw an increase in provisioning to 210% from the earlier

145%, leading to additional industry losses of

~` 400 crore from this account alone.

In Health, the industry saw launch of common in-house

TPA of public sector general insurers. The entity named

Health Insurance TPA of India, is awaiting approval from

the regulator and is expected to start its operations by

end of FY15. This initiative will develop a trend towards

standardisation of provider practices, since the PSUs sell

60% of the industry total.

The Regulatory Authority has been concerned over low

penetration of 0.8% and per capita spend of a mere $11

for general insurance in the country, which is the lowest

amongst its peers. Both these parameters point to a huge

potential for growth, and needs to be facilitated through

distribution reforms. A number of initiatives have been

attempted by the regulator in this regard e.g. regulation

for banks as brokers, sub- –broking draft guidelines and

recently released draft guidelines on insurance marketing

firms. However, consensus may take some more

time to emerge on these matters and we expect some

forward movement on these items only in the coming year.

There have been additional initiatives taken by the

regulator this year such as enlistment of hospitals,

insurance wide fraud analytics project, standardisation

in health insurance, guidelines on Common Service

Centre and insurance repository system to dematerialize

insurance policies. All these regulations will have a

positive impact on the quality of business and customer

experience.

Performance Review

The gross written premiums of the Company increased

from ` 2,508 crore to ` 3,000.3 crore, including motor

decline risk pool thus growing by 19.6%. The market share

of the Company increased from 3.8% to 4.0% and

maintained its 4th position among private players.

The Company achieved a profit after tax of ` 195.6 crore

up from ` 154.5 crore last year, which is an increase of
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26.6%. This was achieved in spite of decline pool losses

of ` 36.8 crore from IMTPDRIP.

Business and Operational Review

The Company opened 27 new offices in 17 new locations.

These offices were opened in line with its focus to cater

to newer locations and also increase business in retail

lines.

In line with the Company’s strategy the product mix

underwent change in motor, A&H and corporate Line of

Businesses at 34% (PY: 32%), 32% (PY: 32%), and 34%

(PY: 36%). The Company achieved 4th highest Motor OD

monthly accretion, thus improving its overall motor OD

rank from 10 in FY13 to 8 in FY14.

The Company saw a continued increase in its agency and

rural business. The Company also revamped its website

and launched new motor, health and property products,

in line with the focus to service customers better.

Retail Business Group (RBG)

The Company’s Retail Business Group (RBG) recorded a

business growth of 14.1% during FY14 with premiums

reaching ̀  1,635.1 crore (PY: ̀  1,433.1 crore). The share

of RBG’s business for FY14 was 54.5% (PY: 57.5%).

The Company’s motor business grew by 24.4% from

` 803.4 crore in FY13 to ` 1,004.1 crore in FY14. The

premiums for non-motor retail products were flat at

` 631.0 crore vis-à-vis ` 629.7 crore during the previous

financial year.

In line with the strategy to grow the agency business, the

Company increased the number of active agents. The

agency business also saw a sharp increase reaching

` 390 crore in FY 14 as compared to ` 281 crore in FY

13, registering growth rate of 39%.

In an endeavor to facilitate agents by giving them access

to information pertaining to their business, the Company

has an online platform “Agency Portal”. The growth in RBG

was mainly on account of robust Agency Channel. The

Company continued its focus on strengthening Agency

Channel and Online platform.

Corporate Business Group (CBG)

The Corporate Business Group (CBG) of the Company

continues to be a complete solution provider and not a

transactioner for the corporate clients. The Company

sustained its key position in the market amongst the large

property risks and to further strengthen it, during the year,

the Company enhanced its automatic capacity to write

larger lines on the chosen programs.

The Company recognizes brokers as an important channel

for distribution of corporate products and continues to

be preferred by all key brokers for providing solutions to

their clients. This is primarily driven out of the Company’s

ability to structure complex solutions for their clients,

dependable servicing and transparent approach at all

point in time.

SME initiative in CBG is now in its complete operational

phase. All products, IT infrastructure, servicing platforms

are ready. The Company is focusing on this business sub

unit to expand its reach beyond main cities.

The CBG recorded a business growth of 27.5% during the

year FY14 with premiums reaching ` 975.0 crore

(PY: ̀  764.8 crore). The share of CBG’s business for FY14

was 32.5% (PY: 30.7%)

Rural and Agri Business Group (RABG)

The Company stays committed to the rural market and

has been putting efforts in various initiatives to enhance

the reach of insurance solutions to the rural market. The

Company’s rural activities are spearheaded by the crop

portfolio, which continues to be an insurance product

affecting their lives positively, the most.

Over the past couple of years, the Company has

successfully built a rural portfolio that has surpassed

expectations. This has been possible as a result of focus

on product development, market creation, awareness and

channel development. The Company has emerged as a

key player in the crop insurance area and is implementing

various schemes across States. The Company has

focused a lot on creating positive awareness in the rural

market through CSR-based approach, which helped in

connecting with the farmers directly and constantly

staying involved in all the development initiatives for the

betterment of the community thereby demonstrating the

strong commitment to the rural masses.

During the year FY14, premiums from Weather & MNAIS

business grew to ` 354.0 crore (PY: ` 285.6 crore). The

share of RABG’s business for FY14 was 12.3% (PY:

11.8%).

In order to expand the product availability in the rural

market, the Company is putting in a lot of effort in

developing the Common Service Centers (CSCs) network

for distribution of insurance products. CSCs have been

* Others includes Fire, Marine, Liability, Engineering, Aviation, Home, Weather

and others
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recognized by IRDA as an insurance channel and this

project is currently in test phase. The Company has been

allotted three states for testing the CSC channel and all

the background work for setting up the IT system, training

of CSC agents is completed and the product approval from

IRDA is awaited.

Investments

The Investment function supports the core business of

the Company. The investments of the Company are made

in accordance with the Investment Policy of the Company

as approved by the Board of Directors. The Investment

Committee oversees the implementation of the

Investment Policy. The Company’s investment strategy

reflects the coordination between Assets and Liabilities

given the nature of business of the Company while

keeping in perspective the regulatory framework. The

Investment Policy mandate includes maintaining high

degree of safety, optimizing the level of returns and

consistency of returns commensurate with the level of

risk undertaken.

As on March 31, 2014, the Investment Assets of the

Company stood at ` 3,143.1 crore (PY: ` 2,695.7 crore).

The Investment Regulations requires Non-Life companies

to invest 30% of their Investment Assets in Government

and approved Securities, 10% in Infrastructure sector and

5% in Housing sector. The Company held ` 1,033.2 crore

(32.9%) in Government securities, ` 839.2 crore (26.9%)

in securities of the Infrastructure sector and ̀  243.7 crore

(7.7%) in the Housing sector. The Company held 89% of its

debt assets in Sovereign and AAA or equivalent rated

assets, reflecting high degree of safety. Further, the

Company held ̀  704.4 crore in assets maturing within one

year. The total investment income for the year ended

March 31, 2014 is at ` 274.2 crore.

Underwriting

The Indian insurance industry was beset by a multitude

of challenging developments during FY14. On one hand,

the general economic slowdown had significantly

impacted industry growth in major lines of business

whereas on the other, the year was characterized by

continued soft trading conditions.

Most notable was the muted growth the country

witnessed in the sales of new vehicles. This resulted

in virtual drying up of new engineering projects during

the year.

The industry was also impacted by unprecedented natural

catastrophe events like the devastating floods and

landslides in Uttarakhand in June and second strongest

tropical cyclone ever to make landfall in India, Cyclone

‘Phailin’ which heavily affected the coastal areas of

Odisha in October. The Company had almost no impact

of these natural disasters on its financial results. This

once again brings to the forefront the Company’s

calculated approach towards underwriting of natural

catastrophe exposed areas through a combination of local

knowledge from the team of dedicated professionals and

the aid of next generation IT tools in assessing location

specific exposures.

On the Group Medical Health side, the situation had taken

a turn for the worse as the level of competition seen in the

market has reached unsustainable proportions. Of late, this

concern has likewise been echoed by the Regulator and it

would not be surprising to see major corrections happening

on this front in FY 15.

On overall basis, the Company continued to achieve

profitability by adopting a focused approach,

notwithstanding the interplay of above-mentioned

challenges.

Claim Service

The Company’s claims department is committed to deliver

outstanding service to exceed customer expectations.

Following Company’s core values, the claims service

vertical has been able to provide equity of treatment to

all its stakeholders. Prompt response, balanced

interpretation of coverage, being responsive and quick

claim settlement has helped in creating an atmosphere

of trust. The Company’s user friendly systems have helped

to streamline processes to improve, monitor and bring

about better efficiency in the turnaround time for claims
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settlement, customer queries and complaints resolution.

Customers are able to view and track claims status, log

in complaints and provide feedback through our website

thus bringing in transparency amongst the customers.

Other initiatives like Short Messaging Service, emails and

“out calling” at every stage of claim have helped in

reaching out to the customer.

The customer has had an overall advantage by way of

hassle-free claims service, consistency in response,

quicker turnaround time, personalized service across the

country with a partnership approach.

The Company was awarded the ISO 9001:2008

certification, for consistent claims service delivery time

after time.

Reinsurance

The international reinsurance market conditions during

FY13 were favourable due to a stable and relatively

peaceful FY13 from the catastrophe loss perspective. As

a result the reinsurance renewal for FY14 was uneventful.

The reinsurance programme ensures protection against

exposure to a large loss affecting a single risk as well as

a catastrophe loss event affecting multiple risks across

portfolios. As per statutory requirements, the Company

cedes to General Insurance Corporation of India (GIC) 5%

of its business subject to monetary limits prescribed by

IRDA.

The Company’s Reinsurance programme is placed with

reputed international reinsurers besides national

reinsurer GIC, who led four non-proportional treaties and

participated significantly in every other arrangement. The

Company’s panel of reinsurers, inter alia, included six of

the world’s top ten reinsurers, while the top five reinsurers

in the world between them led eight of our reinsurance

treaties including property, liability, personal accident and

overseas travel, housing mortgage protection, weather

and aviation.

Information Technology

Investment on Information Technology continued to be

the focus area for the Company, adding digital capabilities

to achieve efficiencies and governance.

The Company invested on customer portal, analytics and

mobility solutions during the year. In order to enhance

the overall customer experience and increase the

usability, the customer website (www.hdfcergo.com) was

over-hauled to bring in ease of use. The Company’s

website was enriched with an ability to sell various Third

Party Motor Liability products.

Focusing on distribution, the Company implemented

several initiatives enriching its online sales channel,

integration with various channel partner systems, agency,

sales management portals and mobile website. During

the year, the Company built and launched a system to

underwrite and administer group medical and personal

accident portfolios adding significant efficiencies in the

process. The Company rolled out end-to-end quote

management system for its corporate lines of business

providing end-to-end tracking of the leads sourced till

closure. The Company’s SME Point of Sales solution

launched during the year provides the sales and channels

effective medium to source business and service

customers.

The Company also invested in building analytical solutions

focusing on Customers, underwriting and claims.

Exploiting mobile technologies, the Company empowered

its surveyors with mobile application. This application

allowed the surveyors to take pictures and upload the

same to the Company’s claim system for all registered

claims. This eased the overall process and improved

surveyor’s productivity.

The Company believes in information and data security

of its policy holders. In order to further strengthen

information security, IT has initiated the efforts to achieve

ISO 27001 certification.

Distribution Network

The Company has continued with its strategy of multi-

geography, multi-product and multi-distribution channel.

This approach allows the Company to de-risk and maintain

a balanced approach. The ratio of its motor, accident &

health and other products for FY14 stands at 34%, 32%

and 34%.

The Company opened 27 new offices in FY 14,

predominantly in the South Zone. These new offices are

in line with the Company’s philosophy to expand to smaller

cities, in addition to the ones it is presently in, and also

grow in areas with more profitable business.
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The corporate business grew this year, across all products,

with the added advantage of being able to service health

customers through the Company’s in-house health claims

team. The retail business grew through all channels –

bancassurance, agency and direct, with agency and direct

having the highest growth rate. The Company also

continued to grow its SME channel and started to offer

point of sales for various products to allow seamless policy

issuance.

The agency and online sales development remains priority

for the Company to strengthen its distribution. During the

year, the Company recruited approximately 1,474 new

agents across different geographies. For online business,

the Company launched its new enhanced website, in line

with its customer focus approach. The revamped website

allows a better customer experience for not just the new

buyers, but for existing customers as well. The Company

also launched motor third party products online and

extended B2B integrations with online channels.

Customer Experience Management (CEM)

The Customer Experience Management (CEM) team is

the primary customer touch point for any servicing

requirements for its customers. In addition, this function

carries responsibility to hear customer voice, map the

same with various internal processes and derive

necessary changes to improve customer experience on

a continuous and consistent basis. For the current year,

the Company has taken concerted efforts to provide a

superior experience to its customers and is aiming for

the next level of bringing in customer delight.

Going by the much acclaimed customer service

philosophy, “The customer’s perception is your reality”,

the Company has initiated Customer Satisfaction (CSAT)

surveys for customers contacting Customer Experience

Management set-up for their servicing requirements. The

CSAT provides the voice of the customer and is closely

monitored to bring about process and service excellence.

In the forthcoming months, the CSAT is expected to be

rolled out on every customer touch point which impacts

customer satisfaction. The Company shall focus on

measuring net promoter score (NPS) and aim to improve

the score on a continuous basis.

Analysis of customer interactions, over a period of time,

has provided constructive inputs which have been

incorporated with a view to build customer centric

processes. The Company’s online portal and mobile portal

have been enhanced making it more interactive and user

friendly for customers to use in a self service mode. Using

this application, the customers now can register motor

and health claims online and buy or renew policies online.

During the year, the Company launched its mobile

application (Insurance Portfolio Organiser) for its

customers on Windows platform. This mobile application

is available on all mobile platforms viz. Android, iOS,

Blackberry, Windows and Symbian.

The Company also focused on customer education and

initiated ongoing e-mail campaign educating the

customers about the features and the benefits of the

policy they have purchased from the Company. Customer

service being a focus area, the Company shall continue

to invest in this direction through people processes and

technologies thus live its brand promise and value system.

Operations and Services (O&S)

SEED, an acronym that epitomizes values our organization

embraces. Operations and Services Group contributes

in extension of this central theme by continually evaluating

opportunities in (S)simplifying operational parameters,

ensuring (E)effective communication channels, ensuring

(E)efficiency via automation and re-engineering of

processes and associated costs and ensuring seamless

service (D)delivery.

The Company has further strengthened three core pillars

in O&S function in the year gone by. Firstly, people

centricity, with huge investments in employee training and

building domain expertise. Second being process

effectiveness and process excellence, in order to improve

customer experience, both in-house and end customers.

Lastly, the verticalised service delivery to support the

business in a more focused manner.

In Company’s continual effort to strengthen distribution

and geographical reach, the past year has witnessed

opening up of additional 27 branches across 17 new

locations, taking the total branch number to 108.

Policy volume has seen a very marginal increase with

overall volumes for the year being 35 lakh compared to

34 lakh policies in FY 13. The Company has achieved

incremental improvement in turnaround time for policy

issuance and dispatch.

Initiatives like extensive adoption of digitization services

at branches have allowed for remote transaction

servicing, leading to significant savings in turnaround time

and associated costs. Balancing the budget between

innovation and optimization, facilities group continued its
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commitment towards cost efficiency by effective

utilization of electronic procurement platform resulting

in significant cost reduction.

Coming year should witness improved efficiencies by

reinvesting resources and aggregation of service delivery

at branches with back-end support being extended from

nodal centers. With increased focus on point-of-sale

delivery mechanism towards meeting business

generation goals and all encompassing servicing

parameters locally, the Company’s endeavor is to give the

best in class service to its customers.

Human Resources

To keep pace with the business growth, the Company

increased its manpower strength from 1,389 in FY13 to

1,837 in FY14.

In order to ensure process efficiencies, the Company

continued the process of automation in areas of

recruitment, HR operations and Pre-and Post-training

feedback. Online competency assessment has now

become an effective tool to measure and compare

individual’s competencies against the organisational

competencies and identify the individual’s training needs.

The e-learning site, continued to serve as a strong learning

platform for insurance and product training needs. After

the success of intermediate level programs, the

Company’s HR vertical launched an advance level

program which aims at providing learning opportunity

focused on key line of business to employees who qualify

for the same by fulfilling the eQuest Basic and

Intermediate levels.

The Company’s online recruitment portal continued

adding value by ensuring improved efficiencies by meeting

the need of increasing manpower with lower turnaround

time and transparent feedback in the hiring process.

360 degree feedback conducted during the year will help

improve the talent management by designing individual

development plans to help managers prepare for the roles

at the next level.

Risk Management

The Company has an enterprise-wide risk management

culture as the bedrock for enabling responsible risk

management practices. The risk culture elevates risk

management to a position that overarches individual

business units, geographic locations and risk disciplines.

Decisions are based on a holistic view of risk at all levels.

The Risk Management Framework (RMF) of the Company

is a proactive, institution-wide program where policies,

procedure and processes are used to measure, monitor

and manage risk. The RMF has the flexibility to allow each

risk discipline to monitor the items that are important to

it, but within a common framework.

The RMF therefore provides the critical insight that fuels

strategic decision making and prioritization of

opportunities.

The RMF in addition to assessing the impact and

likelihood of risks also concurrently evaluates the degree

to which risk policies and procedures are being followed

and the effectiveness and efficiency of these policies and

procedures.

Employee communications have also been instituted to

raise awareness and reinforce risk-aware behavior.

The Internal Audit function continues to be an

independent and objective assurance providing function.



30 12th Annual Report  2013-14

M30 K30

M30 K30

With the growing scale of the Company’s operations, its

core role with regard to the Company’s RMF has been

further embedded to provide continuous assurance to

the stakeholders on the effectiveness of risk

management. It assesses whether business risks are

being managed appropriately and provides insight

whether the risk management and internal control

frameworks are operating effectively.

Solvency

An insurance company is considered to be solvent if its

assets are adequate and liquid to pay off claims or

liabilities as and when they arise. The solvency ratio is

used to assess this. Thus, an insurance company’s

solvency ratio indicates its claim paying ability; higher the

solvency ratio, better the claim paying ability.

As on March 31, 2014, the Company has a solvency ratio

of 1.61 as against the minimum regulatory requirement

of 1.50.

Future Outlook

Backed by expectation of continuation of the current reform

process, improved domestic demand, revival of investments/

projects and stability in governance, the economic growth

in FY15 is expected to show signs of acceleration. However,

the Government continues to face the challenge of bringing

the economy on a sustainable growth path while ensuring

fiscal prudence in the coming year.

Increased focus on infrastructure development and revival

of investments is likely to have positive impact on the

general insurance industry. Challenges in past few years

are showing signs of moderation and the expectation

of stability in governance, the insurance industry is likely

to grow in tandem with the economy during the next year.

Reinsurance market is expected to remain stable in view

of no major catastrophes in last one year.

Given the stable industry outlook, the Company shall also

endeavor to look for opportunities to grow business in

desirable segments and achieve sustainable results with

a long-term objective of maintaining/consolidating market

positioning.

Disclaimer: This report contains forward – looking

statements based on beliefs of HDFC ERGO’s

management. The word ‘expected’, ‘estimate’ and

‘intend’ used to identify forward-looking statements,

reflects the Company’s current views with respect to the

future events and are subject to risks and uncertainties.

Many factors could cause the actual result to be

materially different, including, amongst others, changes

of competitors / competing product, lack of acceptance

of new products and may vary materially from those

projected here. HDFC ERGO does not intend to assume

any obligation to update these forward looking

statements.
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Independent Auditors’ Report

TO THE MEMBERS OF HDFC ERGO GENERAL INSURANCE COMPANY LIMITED

Report on the Financial Statements

We have audited the accompanying

financial statements of HDFC ERGO

GENERAL INSURANCE COMPANY

LIMITED (the “Company”) which

comprise the Balance Sheet as at

March 31, 2014, the Revenue

Accounts, the Profit and Loss Account

and the Receipts and Payments

Account for the year then ended and

a summary of significant accounting

policies and other explanatory

information.

Management’s Responsibility for the

Financial Statements

The Company’s Management is

responsible for the preparation of

these financial statements that give

a true and fair view of the Balance

Sheet, the related Revenue Accounts,

the Profit and Loss Account and the

Receipts and Payments Account of

the Company in accordance with

accounting principles generally

accepted in India, including the

provisions of the Insurance Act, 1938

(the “Insurance Act”), the Insurance

Regulatory and Development

Authority Act, 1999 (the “IRDA Act”),

the Insurance Regulatory and

Development Authority (Preparation

of Financial Statements and Auditor’s

Report of Insurance Companies)

Regulations, 2002 (the “IRDA

Financial Statements Regulations”),

orders/directions issued by the

Insurance Regulatory and

Development Authority (the “IRDA”) in

this regard, read with the Accounting

Standards notified under the

Companies Act, 1956 (“the Act”)

(which continue to be applicable in

respect of Section 133 of the

Companies Act, 2013 in terms of

General Circular 15/2013 dated

September 13, 2013 of the Ministry

of Corporate Affairs), to the extent

applicable. This responsibility

includes the design, implementation

and maintenance of internal controls

relevant to the preparation and

presentation of the financial

statements that give a true and fair

view and are free from material

misstatement, whether due to fraud

or error.

Auditors’ Responsibility

Our responsibility is to express an

opinion on these financial statements

based on our audit. We conducted our

audit in accordance with the

Standards on Auditing issued by the

Institute of Chartered Accountants of

India. Those Standards require that

we comply with ethical requirements

and plan and perform the audit to

obtain reasonable assurance about

whether the financial statements are

free from material misstatement.

An audit involves performing

procedures to obtain audit evidence

about the amounts and the

disclosures in the financial

statements. The procedures selected

depend on the auditor’s judgment,

including the assessment of the risks

of material misstatement of the

financial statements, whether due to

fraud or error. In making those risk

assessments, the auditor considers

internal control relevant to the

Company’s preparation and fair

presentation of the financial

statements in order to design audit

procedures that are appropriate in the

circumstances, but not for the

purpose of expressing an opinion on

the effectiveness of the Company’s

internal control. An audit also includes

evaluating the appropriateness of the

accounting policies used and the

reasonableness of the accounting

estimates made by Management, as

well as evaluating the overall

presentation of the financial

statements.

We believe that the audit evidence we

have obtained is sufficient and

appropriate to provide a basis for our

audit opinion.

Opinion

In our opinion and to the best of our

information and according to the

explanations given to us, the

aforesaid financial statements are

prepared in accordance with the

requirements of the Insurance Act,

the IRDA Act, the IRDA Financial

Statements Regulations and the Act

to the extent applicable and in the

manner so required, and give a true

and fair view in conformity with the

accounting principles generally

accepted in India, as applicable to the

Insurance Companies:

i. in the case of the Balance

Sheet, of the state of affairs of the

Company as at March 31, 2014;

ii. in the case of the Revenue

Accounts, of the operating profit in so

far as it relates to the Fire Revenue

Account and the Miscellaneous

Revenue Account and operating loss

in so far as it relates to the Marine

Revenue Account for the year ended

March 31, 2014;

iii. in the case of the Profit and

Loss Account, of the profit for the year

ended March 31, 2014; and

iv. in the case of the Receipts

and Payments Account, of the

receipts and payments for the year

ended March 31, 2014.

Other Matter

The estimate of Claims Incurred But

Not Reported (IBNR) and Claims

Incurred But Not Enough Reported

(IBNER), included under Claims

Outstanding as at March 31, 2014

has been duly certified by the

Company’s Appointed Actuary, and in

his opinion, the assumptions for such

valuation are in accordance with the

guidelines and norms issued by the

IRDA and the Institute of Actuaries of

India in concurrence with the IRDA.

We have relied upon the Appointed

Actuary’s certificate in this regard for

forming our opinion on the financial

statements of the Company.
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Report on Other Legal and

Regulatory Requirements

1. As required by the IRDA Financial

Statements Regulations, we have

issued a separate certificate dated

April 24, 2014 certifying the matters

specified in paragraphs 3 and 4 of

Schedule C to the IRDA Financial

Statements Regulations.

2. As required by the IRDA Financial

Statements Regulations, read with

Section 227(3) of the Act, we report

that:

(a) we have obtained all the

information and explanations, which to

the best of our knowledge and belief

were necessary for the purposes of the

audit and have found them to be

satisfactory;

(b) in our opinion and to the best

of our information and according to the

explanations given to us, proper books

of account as required by law have been

maintained by the Company, so far as

appears from our examination of those

books;

(c) as the Company’s financial

accounting system is centralized, no

returns for the purposes of our audit

are prepared at the branches of the

Company;

(d) the Balance Sheet, the

Revenue Accounts, the Profit and

Loss Account and the Receipts and

Payments Account referred to in this

report are in agreement with the

books of account;

(e) in our opinion, the Balance

Sheet, the Revenue Accounts, the

Profit and Loss Account and the

Receipts and Payments Account dealt

with by this report comply with the

Accounting Standards notified under

the Act (which continue to be

applicable in respect of Section 133

of the Companies Act, 2013 in terms

of General Circular 15/2013 dated

September 13, 2013 of the Ministry

of Corporate Affairs) and the Rules

framed thereunder to the extent they

are not inconsistent with the

accounting principles prescribed in the

Regulations and orders/directions

issued by the IRDA in this regard;

(f) in our opinion and to the best

of our information and according to the

explanations given to us, investments

have been valued in accordance with

the provisions of the Insurance Act, the

Regulations and/or orders/directions

issued by the IRDA in this regard;

(g) the accounting policies

selected by the Company are

appropriate and are in compliance with

the applicable Accounting Standards

notified under the Act (which continue

to be applicable in respect of Section

Independent Auditors’ Report (Continued)

133 of the Companies Act, 2013 in

terms of General Circular 15/2013

dated September 13, 2013 of the

Ministry of Corporate Affairs) and the

Rules framed thereunder and with the

accounting principles as prescribed

in the IRDA Financial Statements

Regulations and orders/directions

issued by the IRDA in this regard; and

(h) on the basis of written

representations received from the

Directors of the Company, as on March

31, 2014 and taken on record by the

Board of Directors, none of the

Directors is disqualified as on March

31, 2014 from being appointed as a

Director in terms of Section 274(1)(g)

of the Act.

For G. M. KAPADIA & CO.
Chartered Accountants

Firm Registration No.: 104767W

Rajen R. Ashar
Partner

Membership No.: 048243

For A. F. FERGUSON ASSOCIATES
Chartered Accountants

Firm Registration No.: 102849W

Rupen K. Bhatt
Partner

Membership No.: 046930

MUMBAI

April 24, 2014
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Independent Auditors’ Certificate

(Referred to in paragraph 1 of our

Report on Other Legal and Regulatory

Requirements forming part of the

Independent Auditors’ Report dated

April 24, 2014)

This certificate is issued to comply

with the provisions of paragraphs 3

and 4 of Schedule C of the Insurance

Regulatory and Development

Authority (Preparation of Financial

Statements and Auditor’s Report of

Insurance Companies) Regulations,

2002 (the “IRDA Financial

Statements Regulations”) read with

Regulation 3 of the IRDA Financial

Statements Regulations.

The Company’s Management is

responsible for complying with the

provisions of the Insurance Act, 1938

(the “Insurance Act”), the Insurance

Regulatory and Development

Authority Act, 1999 (the “IRDA Act”)

the IRDA Financial Statements

Regulations, orders/directions

issued by the Insurance Regulatory

and Development Authority (the

“IRDA”) which includes the

preparation of the Management

Report. This includes collecting,

collating and validating data and

designing, implementing and

monitoring of internal controls

suitable for ensuring compliance as

aforesaid.

Our responsibility, for the purpose of

this certificate, is limited to certifying

matters contained in paragraphs 3

and 4 of Schedule C of the IRDA

Financial Statements Regulations.

We conducted our examination in

accordance with the Guidance Note

on Audit Reports and Certificates for

Special Purposes issued by the

Institute of Chartered Accountants of

India (the “ICAI”), which include the

concepts of test checks and

materiality.

In accordance with the information

and explanations given to us and to

the best of our knowledge and belief

and based on our examination of the

books of account and other records

maintained by HDFC ERGO General

Insurance Company Limited (the

“Company”) for the year ended March

31, 2014, we certify that:

1. We have reviewed the

Management Report attached to the

financial statements for the year

ended March 31, 2014, and on the

basis of our review, there is no

apparent mistake or material

inconsistencies with the financial

statements;

2. Based on the management

representation and compliance

certificates submitted to the Board of

Directors by the officers of the

Company charged with compliance

and the same being noted by the

Board, we certify that the Company

has complied with the terms and

conditions of registration stipulated

by IRDA;

3. We have verified the cash

balances, to the extent considered

necessary, and securities relating to

the Company’s investments as at

March 31, 2014, by actual inspection

or on the basis of certificates/

confirmations received from the

Custodian and/or Depository

Participants appointed by the

Company, as the case may be;

4. The Company is not a trustee of

any trust; and

5. No part of the assets of the

Policyholders’ Funds has been

directly or indirectly applied in

contravention to the provisions of the

Insurance Act, 1938, relating to the

application and investments of the

Policyholders’ Funds.

For G. M. KAPADIA & CO.
Chartered Accountants

Firm Registration No.: 104767W

Rajen R. Ashar
Partner

Membership No.: 048243

For A. F. FERGUSON ASSOCIATES
Chartered Accountants

Firm Registration No.: 102849W

Rupen K. Bhatt
Partner

Membership No.: 046930

MUMBAI

April 24, 2014
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Schedule As at As at

March 31, 2014  March 31, 2013

(` ‘000) (` ‘000)

SOURCES OF FUNDS

SHARE CAPITAL 5 5,292,843 5,285,490

RESERVES AND SURPLUS 6 3,531,969 2,772,000

FAIR VALUE CHANGE ACCOUNT 7,708 (5,074)

BORROWINGS 7 614 1,692

DEFERRED TAX LIABILITY 158,220 —

TOTAL 8,991,354 8,054,108

APPLICATION OF FUNDS

INVESTMENTS 8 31,431,308 26,956,987

LOANS 9 — —

FIXED ASSETS 10 1,613,986 1,112,214

CURRENT ASSETS

Cash and Bank Balances 11 2,538,977 1,791,773

Advances and Other Assets 12 4,241,790 2,785,066

Sub-Total (A) 6,780,767 4,576,839

CURRENT LIABILITIES 13 19,623,107 16,088,308

PROVISIONS 14 11,211,600 9,391,405

Sub-Total (B) 30,834,707 25,479,713

NET CURRENT ASSETS/(LIABILITIES) (C) = (A-B) (24,053,940) (20,902,874)

MISCELLANEOUS EXPENDITURE 15 — —

(to the extent not written off or adjusted)

DEBIT BALANCE IN PROFIT AND LOSS ACCOUNT — 887,781

TOTAL 8,991,354 8,054,108

NOTES TO ACCOUNTS 16

Schedules referred to above and the notes to accounts form an integral part of the Balance Sheet

Balance Sheet as at March 31, 2014

FORM  B - BS
IRDA Registration No: 125
Date of Registration with the IRDA : September 27, 2002

In terms of our report attached

G. M. Kapadia & Co. A. F. Ferguson Associates

Chartered Accountants Chartered Accountants

Rajen R. Ashar Rupen K. Bhatt

Partner Partner

MUMBAI

April 24, 2014

For and on behalf of the Board of Directors

Deepak S. Parekh

Chairman

Ritesh Kumar

Managing Director & CEO

Samir H. Shah

Member of Executive Management,

CFO & Company Secretary

Directors

Keki M. Mistry

Renu Sud Karnad

Andreas Kleiner

Mark Lammerskitten

Independent Directors

Jagdish Khattar

Bernhard Steinruecke
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Profit & Loss Account for the year ended March 31, 2014

FORM  B - PL
IRDA Registration No: 125
Date of Registration with the IRDA : September 27, 2002

Particulars Schedule For the year ended For the year ended
March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)
OPERATING PROFIT/(LOSS)
Fire Insurance 573,424 274,162
Marine Insurance (210,979) (64,464)
Miscellaneous Insurance 1,155,642 1,062,387

1,518,087 1,272,085

INCOME FROM INVESTMENTS
Interest, Dividend and Rent – Gross 705,606 531,524
Profit on sale of investments 30,404 19,468
Less: Loss on sale of investments — —
Accretion/(Amortisation) of Debt Securities 12,237 11,242

748,247 562,234

OTHER INCOME — —

TOTAL (A) 2,266,334 1,834,319

PROVISIONS (OTHER THAN TAXATION)
For diminution in the value of investments — —
For doubtful debts — —
Others — —

— —

OTHER EXPENSES
Expenses other than those related to insurance business

Employees’ related remuneration and welfare benefits
(Refer note 10 of Schedule 16) 21,324 14,185

Bad debts written off — —
Wealth Tax and others 1,890 942

TOTAL (B) 23,214 15,127

PROFIT/(LOSS) BEFORE TAX 2,243,120 1,819,192
Provision for Taxation
— Current Tax - Minimum Alternate Tax (MAT) 450,068 274,267

Less: MAT credit entitlement (319,236) —
— Deferred Tax (Refer note 14 of Schedule 16) 158,220 —

PROFIT/(LOSS) AFTER TAX 1,954,068 1,544,925

APPROPRIATIONS
Interim dividends paid during the year 264,642 —
Proposed final dividend — —
Dividend distribution tax 44,976 —
Transfer to any Reserves or Other Accounts — —
Transfer to Contingency Reserve for Unexpired Risks — —
Balance of Loss brought forward from previous year (887,781) (2,432,706)

BALANCE CARRIED FORWARD TO BALANCE SHEET 756,669 (887,781)

EARNINGS PER SHARE (Basic) (in `) 3.70 2.95
EARNINGS PER SHARE (Diluted) (in `) 3.66 2.92
(Face Value ` 10 per share) (Refer note 24 of Schedule 16)
NOTES TO ACCOUNTS 16

Schedules referred to above and the notes to accounts form an integral part of the Profit and Loss Account

In terms of our report attached

G. M. Kapadia & Co. A. F. Ferguson Associates

Chartered Accountants Chartered Accountants

Rajen R. Ashar Rupen K. Bhatt

Partner Partner

MUMBAI

April 24, 2014

For and on behalf of the Board of Directors

Deepak S. Parekh

Chairman

Ritesh Kumar

Managing Director & CEO

Samir H. Shah

Member of Executive Management,

CFO & Company Secretary

Directors

Keki M. Mistry

Renu Sud Karnad

Andreas Kleiner

Mark Lammerskitten

Independent Directors

Jagdish Khattar

Bernhard Steinruecke
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Receipts and Payments Account for the year ended March 31, 2014

For the For the

year ended year ended

Particulars March 31, 2014 March 31, 2013

(` '000) (` '000)

Cash flows from operating activities

Premium received from policyholders, including advance receipts 32,496,246 28,565,066

Payments to re-insurers, net of commission and claims (3,817,807) (3,788,862)

Payments to co-insurers, net of claims recovery (24,350) 256,829

Payments of claims (15,439,156) (9,565,234)

Payments of commission and brokerage (2,259,571) (1,950,145)

Payments of other operating expenses (4,320,124) (4,789,429)

Deposits, advances and staff loans (113,819) (67,838)

Income taxes paid (Net) (445,870) (277,345)

Service tax paid (2,298,614) (2,186,831)

Net cash flow from operating activities (A) 3,776,935 6,196,211

Cash flows from investing activities

Purchase of fixed assets (628,764) (229,709)

Proceeds from sale of fixed assets 179 60

Purchase of investments (15,046,166) (19,964,337)

Sale of investments 10,757,691 11,883,573

Application Money for investments — (52,996)

Rent/Interest/Dividend received 2,127,666 1,571,082

Investments in money market instruments and in liquid mutual funds (Net) 60,139 114,386

Net cash used in investing activities (B) (2,729,255) (6,677,941)

Cash flows from financing activities

Proceeds from issuance of share capital and share premium 10,653 307,490

Repayments of borrowing (1,078) (1,437)

Interest (147) (456)

Dividend paid (Including dividend distribution tax) (309,618) —

Net cash used in/flow from financing activities (C) (300,190) 305,597

Effect of foreign exchange rates on cash and cash equivalents (Net) (D) (286) (200)

Net increase in cash and cash equivalents (A + B + C + D) 747,204 (176,333)

Cash and cash equivalents at the beginning of the year 1,791,773 1,968,106

Cash and cash equivalents at the end of the year 2,538,977 1,791,773

Net increase in cash and cash equivalents 747,204 (176,333)

Refer Schedule 11 for components of cash and cash equivalents

In terms of our report attached

G. M. Kapadia & Co. A. F. Ferguson Associates

Chartered Accountants Chartered Accountants

Rajen R. Ashar Rupen K. Bhatt

Partner Partner

MUMBAI,

April 24, 2014

For and on behalf of the Board of Directors

Deepak S. Parekh

Chairman

Ritesh Kumar

Managing Director & CEO

Samir H. Shah

Member of Executive Management,

CFO & Company Secretary

Directors

Keki M. Mistry

Renu Sud Karnad

Andreas Kleiner

Mark Lammerskitten

Independent Directors

Jagdish Khattar

Bernhard Steinruecke
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Schedules
Annexed to and forming part of the Revenue Accounts
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ye
ar

 (R
ef

er
 n

ot
e 

28
(a

) o
f S

ch
ed

ul
e 

16
)

56
9,

71
7

5,
11

5,
99

1
3,

02
3,

48
8

8,
70

9,
19

6
24

,2
41

2,
78

5
5,

84
4

10
5,

37
9

4,
84

9
33

8,
99

2
37

3,
07

4
12

,1
74

1,
55

0
24

,5
76

27
2,

20
7

30
,7

84
9,

90
5,

65
1

 L
es

s:
 C

la
im

s 
Ou

ts
ta

nd
in

g 
at

 th
e 

be
gi

nn
in

g 
of

 th
e 

ye
ar

 (R
ef

er
 n

ot
e 

28
(a

) o
f S

ch
ed

ul
e 

16
)

(4
23

,3
21

)
(4

,5
18

,3
98

)
(1

,7
84

,2
99

)
(6

,7
26

,0
18

)
(8

,1
50

)
(7

80
)

(3
,6

21
)

(6
0,

20
6)

(2
,0

92
)

(2
03

,8
61

)
(3

01
,8

50
)

(1
4,

42
7)

(6
00

)
(1

6,
24

4)
(1

7,
66

6)
(2

2,
50

4)
(7

,3
78

,0
19

)

 T
ot

al
 C

la
im

s 
In

cu
rre

d 
(N

et
)

2,
75

1,
75

6
1,

85
2,

92
5

1,
70

8,
79

4
6,

31
3,

47
5

21
,5

93
2,

04
9

2,
22

3
13

7,
10

3
4,

48
2

68
5,

32
8

1,
57

0,
62

2
(2

,1
20

)
1,

95
4

8,
60

3
34

1,
22

2
28

,5
49

9,
11

5,
08

3

M
ot

or
O

th
er

s

M
ot

or
O

th
er

s
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M40 K40

M40 K40

Schedules
Annexed to and forming part of the Revenue Accounts

S
c
h

e
d

u
le

 -
 3

C
O

M
M

IS
S

IO
N

 (
N

E
T
)

(`
  ‘

00
0)

Pa
rti

cu
la

rs
Fo

r t
he

 y
ea

r e
nd

ed
 M

ar
ch

 3
1,

 2
01

4
Fo

r t
he

 y
ea

r e
nd

ed
 M

ar
ch

 3
1,

 2
01

3

M
ar

in
e

M
ar

in
e

Fi
re

M
ar

in
e

M
ar

in
e

M
ar

in
e

*M
is

ce
lla

ne
ou

s
To

ta
l

Fi
re

M
ar

in
e

M
ar

in
e

M
ar

in
e

**
M

is
ce

lla
ne

ou
s

To
ta

l

Ca
rg

o
Hu

ll
To

ta
l

Ca
rg

o
Hu

ll
To

ta
l

 C
om

m
is

si
on

 p
ai

d 
di

re
ct

18
1,

46
5

73
,3

58
3,

13
0

76
,4

88
1,

78
7,

34
7

2,
04

5,
30

0
17

9,
07

5
53

,7
47

7,
55

5
61

,3
02

1,
66

5,
25

0
1,

90
5,

62
7

 A
dd

: C
om

m
is

si
on

 p
ai

d 
on

 R
e-

in
su

ra
nc

e
 a

cc
ep

te
d

23
,9

26
6,

96
7

11
2

7,
07

9
19

,7
36

50
,7

41
6,

94
5

1,
48

2
—

1,
48

2
12

,2
81

20
,7

08

 L
es

s:
 C

om
m

is
si

on
 re

ce
ive

d 
on

Re
-in

su
ra

nc
e 

ce
de

d
(4

74
,1

05
)

(2
7,

11
9)

(1
5,

38
2)

(4
2,

50
1)

(2
,5

55
,7

27
)

(3
,0

72
,3

33
)

(2
93

,7
45

)
(5

7,
60

9)
(1

7,
75

0)
(7

5,
35

9)
(2

,2
17

,4
35

)
(2

,5
86

,5
39

)

 N
et

 c
om

m
is

si
on

 p
ai

d/
(re

ce
iv

ed
)

(2
68

,7
14

)
53

,2
06

(1
2,

14
0)

41
,0

66
(7

48
,6

44
)

(9
76

,2
92

)
(1

07
,7

25
)

(2
,3

80
)

(1
0,

19
5)

(1
2,

57
5)

(5
39

,9
04

)
(6

60
,2

04
)

*
 M

is
ce

lla
n

e
o

u
s 

C
o

m
m

is
si

o
n

 B
re

a
k
 u

p
 f

o
r 

th
e

 y
e

a
r 

e
n

d
e

d
 M

a
rc

h
 3

1
, 

2
0

1
4

(`
 ‘0

00
)

P
ar

ti
cu

la
rs

M
is

ce
lla

ne
ou

s

W
or

km
en

s
P

ub
lic

P
ro

du
ct

En
gi

ne
er

-
A

vi
at

io
n

P
er

so
na

l
H

ea
lt

h
To

ta
l

M
ot

or
-O

D
M

ot
or

-T
P

M
ot

or
/

M
ot

or
C

om
pe

n-
Li

ab
ili

ty
Li

ab
ili

ty
in

g
A

cc
id

en
t

In
su

ra
nc

e
O

th
er

H
om

e
S

pe
ci

al
it

y
W

ea
th

er
O

th
er

s
M

is
ce

l-

D
ec

lin
ed

To
ta

l
sa

ti
on

Li
ab

ili
ty

la
ne

ou
s

R
is

k 
P

oo
l

O
th

er
s

To
ta

l

Co
m

m
is

si
on

 p
ai

d 
di

re
ct

58
8,

60
6

—
—

58
8,

60
6

7,
25

9
1,

38
4

1,
33

2
47

,4
13

2,
31

2
38

8,
67

9
62

8,
41

6
44

,6
49

70
7

61
,5

25
40

0
14

,6
65

1,
78

7,
34

7

 A
dd

: C
om

m
is

si
on

 p
ai

d 
on

 R
e-

in
su

ra
nc

e 
ac

ce
pt

ed
—

—
—

—
—

—
—

8,
25

5
6,

12
4

4
1,

34
5

1,
29

8
—

2,
68

4
—

26
19

,7
36

 L
es

s:
 C

om
m

is
si

on
 re

ce
ive

d 
on

 R
e-

in
su

ra
nc

e 
ce

de
d

(2
79

,3
97

)
(1

38
,3

42
)

—
(4

17
,7

39
)

(6
37

)
(2

08
)

(6
78

)
(1

74
,7

95
)

(4
,6

36
)

(2
5,

43
9)

(1
,0

49
,1

77
)

(3
0,

08
2)

(9
3)

(6
5,

57
2)

(7
30

,0
85

)
(5

6,
58

6)
(2

,5
55

,7
27

)

 N
et

 c
om

m
is

si
on

 p
ai

d/
(re

ce
iv

ed
)

30
9,

20
9

(1
38

,3
42

)
—

17
0,

86
7

6,
62

2
1,

17
6

65
4

(1
19

,1
27

)
3,

80
0

36
3,

24
4

(4
19

,4
16

)
15

,8
65

61
4

(1
,3

63
)

(7
29

,6
85

)
(4

1,
89

5)
(7

48
,6

44
)

*
*

 M
is

ce
lla

n
e

o
u

s 
C

o
m

m
is

si
o

n
 B

re
a

k
 u

p
 f

o
r 

th
e

 y
e

a
r 

e
n

d
e

d
 M

a
rc

h
 3

1
, 

2
0

1
3

(`
 ‘0

00
)

P
ar

ti
cu

la
rs

M
is

ce
lla

ne
ou

s

W
or

km
en

s
P

ub
lic

P
ro

du
ct

En
gi

ne
er

-
A

vi
at

io
n

P
er

so
na

l
H

ea
lt

h
To

ta
l

M
ot

or
-O

D
M

ot
or

-T
P

M
ot

or
/

M
ot

or
C

om
pe

n-
Li

ab
ili

ty
Li

ab
ili

ty
in

g
A

cc
id

en
t

In
su

ra
nc

e
O

th
er

H
om

e
S

pe
ci

al
it

y
W

ea
th

er
O

th
er

s
M

is
ce

l-

D
ec

lin
ed

To
ta

l
sa

ti
on

Li
ab

ili
ty

la
ne

ou
s

R
is

k 
P

oo
l

O
th

er
s

To
ta

l

 C
om

m
is

si
on

 p
ai

d 
di

re
ct

49
5,

24
0

—
—

49
5,

24
0

7,
58

1
1,

69
6

7,
12

6
51

,2
77

4,
58

5
32

9,
00

6
66

0,
11

2
39

,6
14

1,
62

7
57

,5
66

38
3

9,
43

7
1,

66
5,

25
0

 A
dd

: C
om

m
is

si
on

 p
ai

d 
on

 R
e-

in
su

ra
nc

e 
ac

ce
pt

ed
—

—
—

—
—

24
4

—
6,

95
6

3,
65

0
—

—
—

—
1,

40
6

—
25

12
,2

81

 L
es

s:
 C

om
m

is
si

on
 re

ce
ive

d 
on

 R
e-

in
su

ra
nc

e 
ce

de
d

(7
7,

54
5)

(3
9,

47
9)

—
(1

17
,0

24
)

(1
,2

56
)

(9
48

)
(1

,4
46

)
(1

57
,4

24
)

(7
,6

20
)

(4
8,

41
5)

(1
,1

89
,4

82
)

(3
0,

85
4)

(2
85

)
(6

4,
17

7)
(5

73
,4

54
)

(2
5,

05
0)

(2
,2

17
,4

35
)

 N
et

 c
om

m
is

si
on

 p
ai

d/
(re

ce
iv

ed
)

41
7,

69
5

(3
9,

47
9)

—
37

8,
21

6
6,

32
5

99
2

5,
68

0
(9

9,
19

1)
61

5
28

0,
59

1
(5

29
,3

70
)

8,
76

0
1,

34
2

(5
,2

05
)

(5
73

,0
71

)
(1

5,
58

8)
(5

39
,9

04
)

S
c
h

e
d

u
le

 -
 3

A

C
O

M
M

IS
S

IO
N

 P
A

ID
 D

IR
E

C
T

(`
  

‘0
00

)

P
ar

tic
ul

ar
s

Fo
r 

th
e 

ye
ar

 e
nd

ed
 M

ar
ch

 3
1

, 2
01

4
Fo

r 
th

e 
ye

ar
 e

nd
ed

 M
ar

ch
 3

1
, 2

01
3

Fi
re

M
ar

in
e

M
is

ce
lla

ne
ou

s
To

ta
l

Fi
re

M
ar

in
e

M
is

ce
lla

ne
ou

s
To

ta
l

Ag
en

ts
2,

92
8

4,
15

9
35

0,
97

6
35

8,
06

3
3,

10
9

1,
94

5
24

9,
77

3
25

4,
82

7

B
ro

ke
rs

78
,5

90
52

,0
71

41
2,

47
9

54
3,

14
0

75
,9

47
32

,6
8

4
32

9,
96

5
43

8,
59

6

Co
rp

or
at

e 
Ag

en
cy

99
,9

47
20

,2
58

1,
02

3,
51

5
1,

14
3,

72
0

10
0,

01
9

26
,6

73
1,

08
5,

51
2

1,
21

2,
20

4

O
th

er
s:

 W
eb

 a
gg

re
ga

to
r

—
—

37
7

37
7

—
—

—
—

To
ta

l
1

81
,4

6
5

76
,4

8
8

1
,7

87
,3

47
2

,0
4

5
,3

0
0

17
9

,0
75

61
,3

0
2

1
,6

6
5

,2
5

0
1

,9
0

5
,6

27

M
ot

or
O

th
er

s

M
ot

or
O

th
er

s
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M41 K41

M41 K41

Schedules
Annexed to and forming part of the Revenue Accounts

S
c
h

e
d

u
le

 -
 4

O
P

E
R

A
T
IN

G
 E

X
P

E
N

S
E

S
 R

E
L
A

T
E

D
 T

O
 I

N
S

U
R

A
N

C
E

 B
U

S
IN

E
S

S
(`

 ‘
0

0
0

)

P
ar

tic
ul

ar
s

Fo
r 

th
e 

ye
ar

 e
nd

ed
 M

ar
ch

 3
1

, 2
01

4
Fo

r 
th

e 
ye

ar
 e

nd
ed

 M
ar

ch
 3

1
, 2

01
3

M
ar

in
e

M
ar

in
e

Fi
re

M
ar

in
e

M
ar

in
e

M
ar

in
e

*
M

is
ce

l-
To

ta
l

Fi
re

M
ar

in
e

M
ar

in
e

M
ar

in
e

*
*

M
is

ce
l-

To
ta

l
C

ar
go

H
ul

l
To

ta
l

la
ne

ou
s

C
ar

go
H

ul
l

To
ta

l
la

ne
ou

s

Em
pl

oy
ee

s’
 re

m
un

er
at

io
n

93
,3

10
45

,5
13

4,
03

4
49

,5
47

1,
41

9,
05

9
1,

56
1,

91
6

79
,8

75
26

,2
94

3,
91

5
30

,2
09

1,
11

6,
64

2
1,

22
6,

72
6

an
d 

w
el

fa
re

 b
en

ef
its

Tr
av

el
, c

on
ve

ya
nc

e 
an

d
8,

49
0

2,
84

1
35

7
3,

19
8

10
1,

97
4

11
3,

66
2

8,
29

1
2,

27
5

41
4

2,
68

9
91

,2
10

10
2,

19
0

ve
hi

cl
e 

ru
nn

in
g 

ex
pe

ns
es

Tr
ai

ni
ng

 e
xp

en
se

s
4,

35
4

3,
21

0
17

4
3,

38
4

10
2,

57
6

11
0,

31
4

2,
35

5
1,

06
0

10
2

1,
16

2
57

,0
31

60
,5

48

Re
nt

s,
 ra

te
s 

an
d 

ta
xe

s
9,

72
8

9,
91

1
42

2
10

,3
33

28
8,

02
8

30
8,

08
9

11
,1

60
6,

95
9

56
7

7,
52

6
32

2,
45

0
34

1,
13

6

Re
pa

irs
4,

21
4

2,
07

8
13

4
2,

21
2

87
,7

94
94

,2
20

3,
25

7
80

3
10

0
90

3
63

,4
94

67
,6

54

Pr
in

tin
g 

an
d 

st
at

io
ne

ry
3,

41
9

2,
16

9
12

6
2,

29
5

76
,2

88
82

,0
02

3,
20

4
1,

35
0

12
9

1,
47

9
74

,4
14

79
,0

97

Co
m

m
un

ic
at

io
n

2,
73

2
1,

73
8

10
7

1,
84

5
58

,2
00

62
,7

77
2,

94
0

1,
24

2
13

5
1,

37
7

62
,9

65
67

,2
82

Le
ga

l a
nd

 p
ro

fe
ss

io
na

l c
ha

rg
es

31
,4

78
25

,7
18

1,
14

0
26

,8
58

87
0,

28
9

92
8,

62
5

25
,7

86
12

,4
23

1,
10

7
13

,5
30

65
4,

41
3

69
3,

72
9

Au
di

to
rs

’ f
ee

s,
 e

xp
en

se
s,

 e
tc

.

(a
)

as
 a

ud
ito

rs
95

97
4

10
1

2,
80

4
3,

00
0

10
8

67
5

72
3,

18
9

3,
36

9

(b
)

as
 a

dv
is

or
 o

r i
n 

an
y 

ot
he

r c
ap

ac
ity

,
 in

 re
sp

ec
t o

f:

(i)
Ta

xa
tio

n 
m

at
te

rs
—

—
—

—
—

—
—

—
—

—
—

—

(ii
)

In
su

ra
nc

e 
m

at
te

rs
—

—
—

—
—

—
—

—
—

—
—

—

(ii
i)

M
an

ag
em

en
t s

er
vi

ce
s

—
—

—
—

—
—

—
—

—
—

—
—

(c
)

in
 a

ny
 o

th
er

 c
ap

ac
ity

50
51

2
53

1,
48

2
1,

58
5

51
32

3
35

1,
51

4
1,

60
0

Ad
ve

rt
is

em
en

t a
nd

 p
ub

lic
ity

12
,0

56
10

,0
32

54
8

10
,5

80
28

7,
60

0
31

0,
23

6
12

,9
22

6,
81

2
65

1
7,

46
3

31
4,

50
5

33
4,

89
0

In
te

re
st

 a
nd

 b
an

k 
ch

ar
ge

s
6,

31
3

6,
43

2
27

4
6,

70
6

18
6,

92
6

19
9,

94
5

4,
57

9
2,

75
6

22
5

2,
98

1
13

4,
34

3
14

1,
90

3

Ot
he

rs
:

El
ec

tr
ic

ity
 e

xp
en

se
s

1,
85

5
1,

89
0

81
1,

97
1

54
,9

31
58

,7
57

1,
75

5
1,

09
5

89
1,

18
4

50
,7

18
53

,6
57

Of
fic

e 
ex

pe
ns

es
93

4
69

9
35

73
4

23
,4

97
25

,1
65

1,
13

6
55

3
48

60
1

29
,9

64
31

,7
01

M
is

ce
lla

ne
ou

s 
ex

pe
ns

es
10

,5
40

2,
41

7
58

5
3,

00
2

21
,9

47
35

,4
89

10
,3

21
2,

68
0

63
3

3,
31

3
45

,0
40

58
,6

74

Se
rv
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Schedules
Annexed to and forming part of the Revenue Accounts
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Annexed to and forming part of the Revenue Accounts
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Schedule – 5

SHARE CAPITAL

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Authorised Capital

600,000,000 Equity Shares of ` 10/- each

(Previous year: 600,000,000 Equity Shares of ` 10/- each) 6,000,000 6,000,000

Issued Capital

529,284,250 Equity Shares of ` 10/- each

(Previous year: 528,549,000 Equity Shares of ` 10/- each) 5,292,843 5,285,490

Subscribed Capital

529,284,250 Equity Shares of ` 10/- each

(Previous year: 528,549,000 Equity Shares of ` 10/- each) 5,292,843 5,285,490

Called-up Capital

529,284,250 Equity Shares of ` 10/- each

(Previous year: 528,549,000 Equity Shares of ` 10/- each) 5,292,843 5,285,490

Less: Calls unpaid — —

Add: Equity Shares forfeited (Amount originally paid up) — —

Less: Par Value of Equity Shares bought back — —

Less: Preliminary Expenses — —

Total 5,292,843 5,285,490

Of the above, 390,732,250 (Previous year 390,640,750)

Equity Shares of ` 10/- each are held by Housing Development

Finance Corporation Limited, the Holding Company.

Schedule – 5A

SHARE CAPITAL

PATTERN OF SHAREHOLDING

[As certified by the Management]

As at March 31, 2014 As at March 31, 2013

Number of Shares % of Holding Number of Shares % of Holding

Promoters:

Indian: Housing Development

Finance Corporation Limited 390,732,250 73.82% 390,640,750 73.91%

Foreign: ERGO International AG 137,228,000 25.93% 137,228,000 25.96%

Others: Employees 1,324,000 0.25% 680,250 0.13%

Total 529,284,250 100.00% 528,549,000 100.00%
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Schedule – 6

RESERVES AND SURPLUS

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Capital Reserve — —

Capital Redemption Reserve — —

Share Premium 2,775,300 2,772,000

General Reserves — —

Less: Debit balance in Profit and Loss Account — —

Less: Amount utilised for buy-back — —

Contingency Reserve for Unexpired Risk — —

Catastrophe Reserve — —

Other Reserves — —

Balance of Profit in Profit and Loss Account 756,669 —

Total 3,531,969 2,772,000

Schedule – 7

BORROWINGS

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Debentures/Bonds — —

Banks — —

Financial Institutions — —

Others:

OAIS Auto Financial Services Limited

(Refer notes 4 and 13 of Schedule 16) 614 1,692

Total 614 1,692

Schedule – 8

INVESTMENTS (Refer note 9 of schedule 16)

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

LONG-TERM INVESTMENTS

Government securities and Government guaranteed bonds

including Treasury Bills 8,365,039 6,801,565

Other Approved Securities 735,396 731,957

Other Investment:

Shares

— Equity 146,889 109,059

— Preference 195,000 —

Mutual Funds — —

Derivative Instruments — —

Debentures/Bonds 6,831,921 6,536,176

Other Securities (Bank Deposits) 522,500 2,162,500

Subsidiaries — —

Investment Properties-Real Estate — —
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Schedule – 8 (Continued)

INVESTMENTS (Refer note 9 of schedule 16)

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Investments in Infrastructure and Social Sector Bonds 7,147,994 3,916,671

Other than Approved Investments

— Equity Shares 22,065 24,454

— Preference Shares and Debentures 433,118 196,693

Sub-total A 24,399,922 20,479,075

SHORT TERM INVESTMENTS

Government securities and Government guaranteed bonds

including Treasury Bills 981,084 1,231,243

Other Approved Securities 250,468 —

Other Investment:

Shares

— Equity — —

— Preference — —

Mutual Funds 20,025 —

Derivative Instruments — —

Debentures/Bonds 1,452,524 1,592,548

Other Securities (Commercial Papers and Certificate of Deposits) 3,230,297 2,952,575

Subsidiaries — —

Investment Properties-Real Estate — —

Investments in Infrastructure and Social Sector Bonds 1,096,988 701,546

Other than Approved Investments — —

Sub-total B 7,031,386 6,477,912

Total (A+B) 31,431,308 26,956,987

Note:

a) Aggregate value of the investments other than Equity Shares and Mutual Fund

(` ‘000) (` ‘000)

Long-term investments — Book Value 24,230,968 20,345,562

Market Value 23,749,550 20,497,668

Short-term investments — Book Value 7,011,361 6,477,912

Market Value 7,001,029 6,484,703

b) Aggregate cost of Investments in Debentures issued by Housing Development Finance Corporation Limited (Holding

Company) for the year ended March 31, 2014 was `1,099,221 thousand (Previous year: ` 1,048,998 thousand).

Schedules
Annexed to and forming part of the Balance Sheet
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Schedule - 9

LOANS

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

SECURITY-WISE CLASSIFICATION

Secured

(a) On mortgage of property

(aa) In India — —

(bb) Outside India — —

(b) On Shares, Bonds, Government Securities — —

(c) Others — —

Unsecured — —

Total — —

BORROWER-WISE CLASSIFICATION

(a) Central and State Governments — —

(b) Banks and Financial Institutions — —

(c) Subsidiaries — —

(d) Industrial Undertakings — —

(e) Others — —

Total — —

PERFORMANCE-WISE CLASSIFICATION

(a) Loans classified as standard

(aa) In India — —

(bb) Outside India — —

(b) Non-performing loans less provisions

(aa) In India — —

(bb) Outside India — —

Total — —

MATURITY-WISE CLASSIFICATION

(a) Short-term — —

(b) Long-term — —

Total — —

Schedules
Annexed to and forming part of the Balance Sheet
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Schedule - 11

CASH AND BANK BALANCES

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Cash (including cheques, drafts and stamps) 1,632,376 1,248,472

Bank Balances

(a) Deposit Accounts

(aa) Short-term (due within 12 months) — 80,000

(bb) Others — —

(b) Current Accounts 906,601 463,301

(c) Others — —

Money at Call and Short Notice

(a) With Banks — —

(b) With Other Institutions — —

Others — —

Total 2,538,977 1,791,773

Schedule - 12

ADVANCES AND OTHER ASSETS

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

ADVANCES

Reserve deposits with ceding companies — —

Application money for investments — 52,996

Prepayments 205,693 126,078

Advance to Directors/Officers — —

Advance tax paid and taxes deducted at source 18,539 17,759

(Net of provision for taxation)

Others:

Advances to employees 1,132 1,031

Advances to suppliers 56,674 51,704

Service Tax unutilized credit 75,325 39,179

MAT credit entitlement 319,236 —

 Sub-total (A) 676,599 288,747
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Schedule - 12 (Continued)

ADVANCES AND OTHER ASSETS

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

OTHER ASSETS

Income accrued on investments 1,188,546 860,506

Outstanding Premiums 1,338,459 774,502

Agents’ Balances — —

Foreign Agents’ Balances — —

Due from other entities carrying on insurance business 929,102 788,490

(including reinsurers)

Due from subsidiaries/Holding Company — —

Deposit with Reserve Bank of India — —

(Pursuant to Section 7 of Insurance Act, 1938)

Others:

Deposits for premises 108,774 71,901

Stock of salvaged cars 310 920

Sub-total (B) 3,565,191 2,496,319

Total (A+B) 4,241,790 2,785,066

Schedule - 13

CURRENT LIABILITIES

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Agents’ Balances 168,357 142,982

Balances due to other insurance companies 4,770,676 3,495,646

Deposits held on re-insurance ceded — —

Premiums received in advance 1,491,589 1,770,118

Unallocated Premium 823,989 740,021

Unclaimed amount of Policyholders

(Refer note 29 of Schedule 16) 148,723 109,463

Sundry creditors 1,693,566 1,232,664

Due to subsidiaries/holding company — —

Claims Outstanding

(Refer notes 23(b) and 28 of Schedule 16) 10,497,136 8,571,829

Due to Officers/Directors — 540

Others:

Service tax liability — —

Tax deducted at source 27,325 24,381

Other statutory dues 1,746 664

Total 19,623,107 16,088,308
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Schedule - 14

PROVISIONS

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Reserve for Unexpired Risk 11,176,286 9,366,222

For taxation (less advance tax paid and taxes deducted at source) 4,950 —

For proposed dividends — —

For dividend distribution tax — —

Others:

Provision for Employee benefits 30,364 25,183

Total 11,211,600 9,391,405

Schedule - 15

MISCELLANEOUS EXPENDITURE

(To the extent not written off or adjusted)

Particulars As at As at

March 31, 2014 March 31, 2013

(` ‘000) (` ‘000)

Discount Allowed in issue of shares/debentures — —

Others:

Pre-operative expenses:

Opening balance — —

Incurred during the year — —

Less: Amortisation during the year — —

Total — —
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1. BACKGROUND

HDFC ERGO General Insurance Company Limited (“the Company”) was incorporated on February 8, 2002 as a

Company under the Companies Act, 1956 (“the Act”). As on March 31, 2014, Housing Development Finance

Corporation Limited holds 73.82% and ERGO International AG holds 25.93% of paid up capital of the Company

respectively. The Company is registered with the Insurance Regulatory and Development Authority (“IRDA”) and

continues to be in the business of underwriting general insurance policies and has launched general insurance

products in Motor, Home, Accident & Health, Weather, Commercial and Specialty business lines.

The IRDA has renewed the Company’s Certificate of Registration to sell general insurance products in India for the

year 2014-15 vide its Certificate of Renewal of Registration dated February 25, 2014. The renewed registration is

with effect from April 1, 2014 and is valid up to March 31, 2015.

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Preparation

These financial statements have been prepared under the historical cost convention, on an accrual basis

and in accordance with the applicable provisions of the Insurance Regulatory and Development Authority

(Preparation of Financial Statements and Auditor’s Report of Insurance Companies) Regulations, 2002, the

Insurance Act, 1938, the Insurance Regulatory and Development Authority Act, 1999, circulars/notifications

issued by IRDA from time to time, the Companies Act, 1956, to the extent applicable and the Accounting

Standards (AS) notified under the Companies Act, 1956 (which continue to be applicable in respect of Section

133 of the Companies Act, 2013 in terms of General Circular 15/2013 dated September 13, 2013 of the

Ministry of Corporate Affairs) to the extent applicable.

Accounting policies applied have been consistent with previous year except where different treatment is

required as per new pronouncements made by the regulatory authorities.

(b) Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in

India requires the management to make estimates and assumptions that affect the reported amount of

assets and liabilities as of the Balance Sheet date, reported amount of revenues and expenses for the year

and disclosures of contingent liabilities as of the Balance Sheet date. The estimates and assumptions used

in the accompanying financial statements are based upon management’s evaluation of the relevant facts

and circumstances as of the date of the financial statements. Actual results could differ from these estimates.

Any revision to accounting estimates is recognised prospectively in current and future periods.

 (c) Revenue Recognition

Premium Income

Premium (net of service tax) is recognised as income over the contract period or period of risk, as appropriate,

after adjusting for unearned premium (unexpired risk). Any subsequent revisions to or cancellations of

premiums are accounted for in the year in which they occur. Instalment cases are recorded on instalment

due dates. Premium received in advance represents premium received prior to commencement of the risk.

Income Earned on Investments

Interest income on investments is recognised on an accrual basis. Accretion of discount and amortisation of

premium relating to debt securities is recognised over the holding/maturity period on a constant yield to

maturity basis.

Dividend income is recognised when the right to receive dividend is established.

Schedule – 16
NOTES TO ACCOUNTS
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The net realised gains or losses on the debt securities are the difference between the net sale consideration

and the amortised cost, which is computed on a weighted average basis, as on the date of sale. In case of

listed equity shares/mutual fund units, the profit or loss on sale of investment includes the accumulated

changes in the fair value previously recognised under “Fair Value Change Account”. The difference between

the acquisition price and the maturity value of treasury bills is recognised as income in the revenue accounts

or the profit and loss account, as the case may be, over the remaining term of these instruments on a yield

to maturity basis.

Sale consideration for the purpose of realised gain/loss is net of brokerage and taxes, if any, and excludes

interest received on sales.

(d) Reinsurance Ceded

Reinsurance premium ceded is accounted in the year in which the risk commences and over the period of

risk in accordance with the treaty arrangements with the reinsurers. Reinsurance premium ceded on unearned

premium is carried forward to the period of risk and is set off against related unearned premium. Any

subsequent revisions to or cancellations of premiums are accounted for in the year in which they occur.

Premium on excess of loss reinsurance cover is accounted as per the terms of the reinsurance arrangements.

(e) Commission Received

Commission on reinsurance ceded is recognized as income on ceding of reinsurance premium.

Profit commission under reinsurance treaties, wherever applicable, is recognized in the year of final

determination of the profits and as intimated by the Reinsurer.

(f) Reserve for Unexpired Risk

Reserve for unexpired risk represents that part of the net premium written which is attributable to and

allocated to the succeeding accounting period. Reserve for unexpired risk is calculated on the basis of

1/365th method, or as required by Section 64V(1)(ii)(b) of Insurance Act, 1938 i.e. subject to a minimum of

100% in case of Marine Hull business and 50% in case of other businesses based on Net Premium Written

during the year, whichever is higher. As per the Master Circular on preparation of financial statements General

Insurance Business the Net Premium Written is to be considered only in respect of policies written during the

year and unexpired on the Balance Sheet date.

 (g) Premium Deficiency

Premium deficiency is recognised for the Company as a whole on an annual basis. Premium deficiency is

recognised if the sum of the expected claim costs, related expenses and maintenance cost (related to claims

handling) exceeds related reserve for unexpired risk.

(h) Claims Incurred

Claims incurred comprises of claims paid (net of salvage and other recoveries), change in estimated liability

for outstanding claims made following a loss occurrence reported, change in estimated liability for claims

incurred but not reported (IBNR) and claims incurred but not enough reported (IBNER) and specific settlement

costs comprising survey, legal and other directly attributable expenses.

Provision is made for estimated value of outstanding claims at the Balance Sheet date net of reinsurance,

salvage and other recoveries. Such provision is made on the basis of the ultimate amounts that are likely to

be paid on each claim, established by the management in light of past experience and progressively modified
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for changes as appropriate, on availability of further information and include claim settlement costs likely to

be incurred to settle outstanding claims.

Claims (net of amounts receivable from reinsurers/coinsurers) are recognized on the date of intimation

based on estimates from surveyors/insured in the respective revenue accounts.

The estimated liability for claims incurred but not reported (IBNR) and claims incurred but not enough reported

(IBNER) has been estimated by the Appointed Actuary in compliance with guidelines issued by IRDA vide

circular No. 11/IRDA/ACTL/IBNR/2005-06 dated June 8, 2005 and applicable provisions of Guidance Note

21 issued by the Institute of Actuaries of India. The Appointed Actuary has used alternative methods for each

product category as considered appropriate depending upon the availability of past data as well as

appropriateness of the different methods to the different lines of businesses.

The Basic Chain Ladder (BCL) method has been adopted for those lines of business where claims development

from the past years is considered to be representative for the future claims development viz. Motor (OD and

PA), Personal Accident, Health and Travel Insurance.

The Bornhuetter – Fergusson method has been adopted for Motor Third Party Insurance in respect of classes

of vehicles other than commercial vehicles, since reasonable volume of paid claims data is available. In

respect of commercial vehicles, the loss ratio approach is adopted since sufficient credible loss experience

and/or minimum reliable development data is not available to justify the application of standard actuarial

methods.

For other classes of business such as Commercial Insurance (consisting of Fire, Marine, Engineering, Public

Liability, Product liability, Workmen Compensation and Miscellaneous), Specialty Insurance, Cattle and Home

Insurance, the available claims paid data are not reasonably sufficient to apply any statistical method. For

such classes of business, the liability has been arrived at by using Loss Ratio method by multiplying the Net

Earned Premium and the excess of the estimated claims ratio over the actual incurred claims ratio.

(i) Salvage Recoveries

 Salvaged vehicles are recognised at net realizable value and are deducted from the claim settlement made

against the same. Salvaged vehicles on hand are treated as stock-in-trade and are recognised at estimated

net realizable value based on independent valuer’s report.

 (j) Acquisition Costs

Acquisition costs are defined as costs that vary with, and are primarily related to the acquisition of new and

renewal insurance contracts viz. commission. These costs are expensed in the period in which they are

incurred.

(k) Fixed Assets and Depreciation

Fixed assets are stated at cost of acquisition (including incidental expenses relating to acquisition and

installation of assets) and expenses directly attributable to bringing the asset to its working condition for its

intended use, less accumulated depreciation and impairment of assets, if any. Salvaged vehicles, transferred

and registered in the name of the Company are stated at fair market value determined based on the

independent valuer’s report as on the date of capitalization less accumulated depreciation.

Capital work-in-progress includes assets not ready for the intended use and are carried at cost, comprising

direct cost and related incidental expenses.
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Depreciation on fixed assets is provided using higher of the rates based on economic useful lives of assets

as estimated by the management and the Straight Line Method (“SLM”) specified by Schedule XIV to the

Companies Act, 1956.

The depreciation rates used are as under:

Nature of Asset Depreciation Depreciation rate

rate used as per Schedule XIV

Computer Software 16.21% 16.21%

Building 1.63% 1.63%

Furniture and Fittings 6.33% 6.33%

Information Technology Equipment 16.21% 16.21%

Vehicles 20.00% 9.50%

Salvaged Vehicles Capitalised 25.00% 9.50%

Office Equipment 4.75% 4.75%

Leasehold Property is depreciated over the primary lease period. Depreciation is charged on assets, on a

pro-rata basis, from the date on which the asset is capitalized.

All assets including intangibles individually costing upto ` 5,000 are fully depreciated/amortised in the year

in which they are acquired.

Impairment of Assets

The carrying values of assets forming part of any cash generating units at Balance Sheet date are reviewed

for impairment at each Balance Sheet date. If any indication for such impairment exists, the recoverable

amounts of those assets are estimated and impairment loss is recognized, if the carrying amount of those

assets exceeds their recoverable amount. The recoverable amount is the greater of the net selling price and

their value in use. Value in use is arrived at by discounting the estimated future cash flows to their present

value based on appropriate discount factor. If at the Balance Sheet date there is any indication that a previously

assessed impairment loss no longer exists, then such loss is reversed and the asset is restated to that

extent.

 (l) Finance Leases

Finance leases, which effectively transfer substantially all the risks and benefits incidental to ownership of

the leased item to the Company, are capitalised at the lower of the fair value of the asset and present value

of the minimum lease payments at the inception of the lease term and are disclosed as leased assets. Lease

payments are apportioned between the finance charges and the corresponding liability so as to achieve a

constant rate of interest on the remaining balance of the liability. Finance charges are charged to the Revenue

Accounts.

Leased assets capitalised under finance lease are depreciated on a straight line basis over the lease term

unless the period derived on the basis of SLM rates prescribed in Schedule XIV to the Companies Act, 1956

is shorter.
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(m) Operating Leases

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased

asset are classified as operating leases. Operating lease payments are recognised as an expense on straight

line basis in the revenue accounts, as per the lease terms.

(n) Foreign Currency Transactions

Transactions denominated in foreign currencies are recorded at the exchange rates prevailing on the date of

the transaction.

At the Balance Sheet date, monetary items denominated in foreign currencies are converted into rupee

equivalents at the exchange rates prevailing at that date.

All exchange differences arising on settlement /conversion of foreign currency transactions are included in

the Revenue Accounts.

(o) Investments

Investments are made and accounted for in accordance with the Insurance Act, 1938, the Insurance Regulatory

and Development Authority (Investment) Regulations, 2000 as amended and various other circulars/

notifications issued by the IRDA in this context from time to time.

Investments are recorded at cost, which include brokerage, taxes, if any, stamp duty and excludes broken

period interest.

Investments maturing within twelve months from the Balance Sheet date and investments made with the

specific intention to be disposed off within twelve months from the Balance Sheet date are classified as

short-term investments.

Investments other than short-term investments are classified as long-term investments.

The Investment made by the Company are recognized and reported in aggregate without segregating between

Policyholder Fund and Shareholder Fund.

All debt securities and non convertible preference shares are considered as ‘held to maturity’ and accordingly

stated at historical cost subject to amortisation of premium or accretion of discount on constant yield to

maturity basis in the Revenue Accounts and in the Profit and Loss Account over the period of maturity/

holding.

All mutual fund investments are valued at net asset value as at Balance Sheet date.

Equity shares actively traded and convertible preference shares as at the balance sheet date are stated at

fair value, being the last quoted closing price on the National Stock Exchange (NSE) being selected as Primary

exchange as required by IRDA circular number IRDA/F&I/INV/CIR/213/10/2013 dated October 30, 2013.

However, in case of any stock not being listed in NSE, the same valued based on the last quoted closing price

in Bombay Stock Exchange (BSE).

In accordance with the Regulations, any unrealized gains/losses arising due to change in fair value of mutual

fund investments or listed equity shares are accounted in “Fair Value Change Account” and carried forward

in the Balance Sheet and is not available for distribution.
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The Company assesses, whether any impairment has occurred on its investments in equity securities or

units of mutual fund, at each Balance Sheet date. If any such indication exists, then carrying value of such

investment is reduced to its recoverable amount/market value on the Balance Sheet date and the impairment

loss is recognized in the Profit and Loss Account. If at the Balance Sheet date there is any indication that a

previously assessed impairment loss no longer exists then impairment loss, earlier recognized in Profit and

loss Account, is reversed in Profit and Loss Account and the investment is restated to that extent.

(p) Employee Benefits

(i) Short term Employee Benefits

All employee benefits payable within twelve months of rendering the service are classified as short term

employee benefits. Benefits such as salaries, bonuses, short term compensated absences and other

non-monetary benefits are recognized in the period in which the employee renders the related service.

All short-term employee benefits are accounted on undiscounted basis.

(ii) Long-term Employee Benefits

The Company has both defined contribution and defined benefit plans, of which some have assets in

special funds or similar securities. The plans are financed by the Company and in the case of some

defined contribution plans, by the Company along with its employees.

Defined Contribution Plans

These are plans in which the Company pays predefined amounts to separate funds and does not have

any legal or informal obligation to pay additional sums. These comprise of contributions to the employees’

provident fund, family pension fund and superannuation fund. The Company’s payments to the defined

contribution plans are reported as expenses during the period in which the employees perform the

services that the payment covers.

Defined Benefit Plans

Expenses for defined benefit gratuity and supplemental payment plans are calculated as at the Balance

Sheet date by independent actuaries using projected unit credit method in a manner that distributes

expenses over the employee’s working life. These commitments are valued at the present value of

expected future payments, with consideration for calculated future salary increases, utilizing a discount

rate corresponding to the interest rate estimated by the actuary, having regard to the interest rate on

government bonds with a remaining term that is almost equivalent to the average balance working

period of employees.

The Company recognizes the net obligation of the scheme in Balance Sheet as an asset or liability in

accordance with AS 15 “Employee Benefits”. The discount rate used for estimation of liability is based

on Government securities yield. Gain or loss arising from change in actuarial assumptions/experience

adjustments is recognized in the Revenue Accounts for the period in which they emerge. Expected long

term rate of return on assets has been determined based on historical experience and available market

information.

(iii) Other Long-term Employee Benefits

Provision for other long-term benefits includes accumulated compensated absences that are entitled to

be carried forward for future encashment or availment, at the option of the employer subject to the rules

framed by the Company which are expected to be availed or encashed beyond twelve months from the
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Balance Sheet date. The Company’s liability towards these other long term benefits are accrued and

provided for on the basis of an actuarial valuation using projected unit credit method made at the end of

the financial year.

(q) Taxation

Income tax expense comprises current tax (i.e. amount of tax payable on the taxable income for the period

determined in accordance with the Income tax Act, 1961), and deferred tax charge or credit (reflecting the

tax effects of timing differences between the accounting income and taxable income for the period). Current

tax is the amount expected to be paid to the tax authorities after taking credit for allowances and exemptions

in accordance with the Income-tax Act, 1961. The deferred tax charge or credit and the corresponding deferred

tax liabilities or assets are recognised using the tax rates that have been enacted or substantively enacted by

the Balance Sheet date.

Deferred tax assets are recognised only to the extent there is reasonable certainty that the assets can be

realised in future. However, where there is unabsorbed depreciation or carried forward loss under taxation

laws, deferred tax assets are recognised only to the extent there is virtual certainty backed by convincing

evidence that sufficient future taxable income will be available against which deferred tax assets can be

realised. Deferred tax assets are reviewed as at each Balance Sheet date and written down or written up to

reflect the amount that is reasonably or virtually certain to be realised.

In accordance with the recommendations contained in Guidance Note issued by the Institute of Chartered

Accountants of India and in accordance with the provisions of the Income tax Act, 1961, Minimum Alternate

Tax (‘MAT’) credit is recognized as an asset to the extent there is convincing evidence that the Company

will pay normal income tax in future by way of a credit to the Profit and Loss Account and shown as MAT

credit entitlement.

(r) Terrorism Pool

In accordance with the requirements of IRDA, the Company, together with other insurance companies,

participates in the Terrorism Pool. This pool is managed by the General Insurance Corporation of India (“GIC”).

Amounts collected as terrorism premium in accordance with the requirements of the Tariff Advisory Committee

(“TAC”) are ceded at 100% of the terrorism premium collected to the Terrorism Pool.

In accordance with the terms of the agreement, GIC retrocedes, to the Company, terrorism premium to the

extent of the Company’s share in the risk, which is recorded as reinsurance accepted. Such reinsurance

accepted is recorded based on quarterly statements received from the GIC. The reinsurance accepted on

account of terrorism pool has been recorded in accordance with the last statement received from GIC.

 The Company has ensured that it has created liability, to the extent of premium retroceded to the Company,

through reserve for unexpired risks.

(s) Indian Motor Third Party Insurance Pool (IMTPIP)

As per the directions of the IRDA, the Company has collectively, mandatorily and automatically participated in

pooling arrangement to share in all Motor Third Party insurance business underwritten in respect of commercial

vehicles. The pooling arrangement was made effective in respect of insurances and renewals commencing

on or after April 1, 2007. GIC is the administrator of the pooling arrangement. It acts under the guidance of

the General Insurance Council (“Council”). The pooling amongst all the insurers is achieved through a multi-

lateral reinsurance arrangement between the underwriting insurer and all other registered insurers carrying

on general insurance/reinsurance business. Under the arrangement, GIC’s participation shall be to the extent
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of the statutory cessions from the pool. All the business remaining after deducting such cessions to GIC, is

shared amongst members in the same proportion as the total gross direct premium in India of the insurer in

respect of all classes of general insurance business for a financial year bears to the total market gross direct

premium in India in respect of all classes of general insurance business of all member insurers for that

financial year (market share). Operating expenses of the pool incurred by GIC are borne by the members in

proportion of their respective market share. The Company accounts for share in the income and expenditure

based on the statement of account received from the pool.

IRDA vide its Orders IRDA/NL/ORD/MPL/276/12/2011 dated December 23, 2011, IRDA/NL/ORD/MPL/003/

01/2012 dated January 3, 2012, IRDA/F&A/ORD/MTPP/070/03-2012 dated March 22, 2012 and IRDA/NL/

ORD/MPl/72/03/2012 dated March 22, 2012 ordered for dismantling of IMTPIP with effect from April 1,

2012.

(t) Indian Motor Third Party Declined Risk Insurance Pool (IMTPDRIP)

The Indian Motor Third Party Declined Risk Insurance Pool (IMTPDRIP) is a multi-lateral reinsurance

arrangement between the underwriting insurer and all other registered insurers carrying on general insurance

business to share the stand alone third party liability insurance for commercial vehicles (Liability only) premium

(excluding Miscellaneous and special class of vehicles falling under erstwhile All India Motor Tariff) which is

considered as declined risk premium and ceded to pool as per the underwriting guidelines submitted every

year by each insurer with effect from April 1, 2012. All the insurers underwriting motor insurance business

are the members of the IMTPDRIP (“Members”). GIC is the administrator of the pooling arrangement. It acts

under the guidance of the General Insurance Council.

The Company has to cede to the extent of such premium of declined risk premium to the IMTPDRIP after

net retention (currently 20%) and obligatory cession as prescribed by the IRDA from time to time. All the

premiums ceded to the IMTPDRIP is shared amongst members in the proportion of shortfall of the respective

insurers. Shortfall is a difference of mandatory obligation and actual net retention of Liability only premium

of the insurer. The mandatory obligation is calculated by applying average of market share (being average

of overall market share and market share in respect of motor business) to the total Liability only premium

of the industry for every financial year. Operating expenses of the IMTPDRIP incurred by GIC are borne by

all the members in proportion to their respective mandatory obligation. The Company effects the settlement

of its share in the premium, claims and expenditure based on clean cut settlement statement received

from the pool administrator on a quarterly basis. The Company earns 100% of the premium retro ceded

from IMTPDRIP in the year of retrocession.

 (u) Contributions to Solatium Fund

In accordance with the requirements of IRDA circular dated March 18, 2003 and based on the decision made

by the General Insurance Council in its meeting held on May 6, 2005, the Company provides for contribution to

Solatium Fund established by the Central Government as a percentage of gross written premium for all motor

policies written during that year, till the year ended March 31, 2010. Further General Insurance Council in its

meeting held on April 1, 2010 recommended that the contribution should be a percentage of gross written third

party premiums including premium ceded to IMTPIP (Indian Motor Third Party Insurance Pool).

(v) Segment Reporting

In case of General insurance business, based on the primary segments identified under Insurance Regulatory

and Development Authority (Preparation of Financial Statements and Auditor’s Report of Insurance Companies)

Schedule – 16 (Continued)
NOTES TO ACCOUNTS



60 12th Annual Report  2013-14

M60 K60

M60 K60

Regulations, 2002 read with AS 17 on “Segment Reporting” notified in the Companies Act, 1956, the Company

has classified and disclosed segment information for Fire, Marine and Miscellaneous lines of business.

There are no reportable geographical segments, since all business is written in India.

The allocation of revenue and expenses to specific segments is done in the following manner, which is

applied on a consistent basis.

Allocation of Investment Income:

Investment income has been allocated on the basis of the ratio of average policyholders’ funds comprising

reserves for unexpired risks, IBNR, IBNER and outstanding claims to average shareholders’ funds, comprising

share capital less accumulated losses, preliminary expenses and miscellaneous expenditure to the extent

not written off or adjusted.

Operating Expenses Relating to Insurance Business:

Expenses, which are directly attributable and identifiable to the business segments, are apportioned on an

actual basis.

Expenses, which are not directly identifiable though attributable to a class of business segments collectively,

are apportioned amongst the respective segments on gross written premium basis.

Other allocable expenses are allocated on the basis of net earned premium.

The accounting policies used in segment reporting are same as those used in the preparation of financial

statements.

 (w) Earnings Per Share (“EPS”)

The earnings considered in ascertaining the Company’s EPS comprises the net profit after tax. The number

of shares used in computing basic EPS is the weighted average number of shares outstanding during the

year. The number of shares used in computing diluted EPS comprises of weighted average number of shares

considered for deriving basic EPS and also the weighted average number of equity shares which could have

been issued on the conversion of all dilutive potential equity shares.

Potential equity shares are deemed to be dilutive only if their conversion to equity shares would decrease the

net profit per share from continuing ordinary operations.

 (x) Provisions and Contingencies

A provision is recognised when the Company has a present legal obligation as a result of past event and it is

probable that an outflow of resources will be required to settle the obligation, in respect of which reliable

estimate can be made. Provisions (excluding retirement benefits) are not discounted to its present value and

are determined based on best estimate required to settle the obligation at the balance sheet date. These are

reviewed at each balance sheet date and adjusted to reflect current best estimates. Contingent liabilities are

not recognised. A Contingent asset is neither recognised nor disclosed.

(y) Employee Stock Options Plan (“ESOP”)

The Company follows the intrinsic method for computing the compensation cost, for options granted under

the Plan. The difference, if any, between the intrinsic value and the grant price, being the compensation cost

is amortized over the vesting period of the options.
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3. CONTINGENT LIABILITIES

(` ‘000)

Sr. Particulars As at As at

No. March 31, 2014 March 31, 2013

1. Partly paid-up investments Nil Nil

2. Underwriting commitments outstanding

(in respect of shares and securities) Nil Nil

3. Claims, other than those under policies, not acknowledged as debts Nil Nil

4. Guarantees given by or on behalf of the Company Nil Nil

5. Statutory demands/liabilities in dispute, not provided for 201 201

6. Reinsurance obligations to the extent not provided for in accounts Nil Nil

4. ENCUMBRANCES ON ASSETS

The assets of the Company are free from encumbrances, other than leased vehicles, which constitutes the security

in respect of the Company’s finance lease arrangement.

5. COMMITMENTS

There are commitments made and outstanding of ` 50,000 thousand (Previous year ` 50,000 thousand) for

investments and no commitments made and outstanding for loans.

Estimated amount of contracts remaining to be executed on capital account and not provided for, [net of payments

of ̀  51,790 thousand (Previous year ̀  5,693 thousand)] is ̀  79,917 thousand (Previous year ̀  19,042 thousand).

6. CLAIMS

All claims, net of reinsurance are incurred and paid in India except for Marine Insurance where consignments are

exported from India and Overseas Travel Insurance.

(` ‘000)

Particulars For the year ended For the year ended

 March 31, 2014 March 31, 2013

Outside India 426,028 281,470

There are no claims that have been settled and remaining unpaid for a period of more than six months as at the

end of the year.

The Ageing of gross claims outstanding (unsettled) is as under:

(` ‘000)

Particulars As at As at

March 31, 2014 March 31, 2013

More than six months 6,861,380 4,869,106

Others 3,180,223 3,051,637

7. PREMIUM

(a) All premiums net of reinsurance are written and received in India.

(b) Premium income recognized on “Varying Risk Pattern” is ` Nil (Previous year ` Nil).
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8. EXTENT OF RISKS RETAINED AND REINSURED

Extent of risk retained and reinsured with respect to gross written premium is set out below:

For the year ended on March 31, 2014

Particulars Basis Gross Premium Retention Ceded Retention Ceded

(` ‘000’s) (` ‘000’s) (` ‘000’s) % %

Fire Total sum insured 3,622,769 903,527 2,719,242 25 75

Marine Cargo Value at Risk 816,423 589,905 226,517 72 28

Marine Hull Total sum insured 168,753 10,916 157,838 6 94

Miscellaneous

— Motor Total sum insured 10,258,538 7,746,728 2,511,810 76 24

— Workmen’s

Compensation Value at Risk 78,024 73,811 4,213 95 5

— Public/Product Liability Value at Risk 22,698 10,966 11,731 48 52

— Engineering Total sum insured 759,532 202,170 557,362 27 73

— Aviation Value at Risk 278,062 25,397 252,666 9 91

— Personal Accident Value at Risk 2,994,050 2,826,028 168,022 94 6

— Health Insurance Value at Risk 6,184,493 4,586,862 1,597,630 74 26

— Other Liability/Speciality Value at Risk 1,123,713 308,943 814,771 27 73

— Others Value at Risk 3,695,695 653,999 3,041,695 18 82

The above excludes Excess of Loss cover reinsurance premium of ` 279,858 thousand for the year ended on

March 31, 2014.

For the year ended on March 31, 2013

Particulars Basis Gross Premium Retention Ceded Retention Ceded

(` ‘000’s) (` ‘000’s) (` ‘000’s) % %

Fire Total sum insured 3,201,983 760,095 2,441,888 24 76

Marine Cargo Value at Risk 634,012 281,986 352,026 44 56

Marine Hull Total sum insured 162,686 15,534 147,152 10 90

Miscellaneous

— Motor Total sum insured 8,207,500 7,376,552 830,948 90 10

— Workmen’s

Compensation Value at Risk 78,108 70,107 8,001 90 10

— Public/Product Liability Value at Risk 70,166 13,296 56,870 19 81

— Engineering Total sum insured 767,987 200,130 567,857 26 74

— Aviation Value at Risk 297,859 24,763 273,096 8 92

— Personal Accident Value at Risk 2,536,765 2,266,042 270,723 89 11

— Health Insurance Value at Risk 5,215,013 3,207,291 2,007,722 62 38

— Other Liability/Speciality Value at Risk 953,817 214,741 739,076 23 77

— Others Value at Risk 2,955,488 497,624 2,457,864 17 83

The above excludes Excess of Loss cover reinsurance premium of ` 213,099 thousand for the year ended on

March 31, 2013.
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9. INVESTMENTS

There are no contracts outstanding in relation to purchases where deliveries are pending except for following

securities, which have been allotted, however credit in Company’s Demat account has been received subsequent

to the year end. There are no contracts outstanding in relation to sales where payments are outstanding/overdue

at the end of the year.

(` ’000)

Particulars Type of Security As at As at

March 31, 2014 March 31, 2013

L&T Finance Holdings Limited Preference Shares — 44,504

Corporation Bank Equity Shares 2,595 —

State Bank of Bikaner & Jaipur Equity Shares 3,210 —

Oil India Limited Equity Shares 6,626 —

Total 12,431 44,504

Investments made are in accordance with the Insurance Act, 1938 and Insurance Regulatory and Development

Authority (Investment) Regulations, 2000 as amended.

The Company has no non-performing assets for the purpose of income recognition as per the directions of IRDA.

Historical cost of investments which have been valued on a market value basis:

Mutual Funds – ` 20,000 thousand (Previous year ` Nil)

Equity Shares – ` 161,271 thousand (Previous year ` 138,587 thousand)

(` ’000)

Particulars As at As at

March 31, 2014 March 31, 2013

Aggregate market value of the Investments other than

Mutual Fund and Equity 30,750,579 26,982,371

Aggregate amortized cost /cost of the Investments other than

Mutual Fund and Equity 31,242,329 26,823,474

Investments under Section 7 of the Insurance Act, 1938 are as follows:

(` ‘000)

Particulars As at As at

March 31, 2014 March 31, 2013

8.19% Government of India Securities (Maturity January 16, 2020) 48,751 48,592

7.99% Government of India Securities (Maturity July 9, 2017) 10,075 10,095

8.33% Government of India Securities (Maturity June 7, 2036) 19,542 19,536

5.59% Government of India Securities (Maturity June 4, 2016) 47,279 46,184

Total 125,647 124,407

Note: The above Investments are held in the Constituent Subsidiary General Ledger Account with Citi-Bank N.A.
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10. MANAGERIAL REMUNERATION

The Managing Director and Chief Executive Officer (MD & CEO) is remunerated in terms of the approval granted

by IRDA.

Details of the MD & CEO’s remuneration included in employee remuneration and welfare benefits are as follows:

(` ‘000)

Particulars For the year ended For the year ended

 March 31, 2014 March 31, 2013

Salary, perquisites and bonus 35,208 28,255

Contribution to Provident Fund 1,116 930

Total 36,324 29,185

Out of the above ` 15,000 thousand (Previous year: ` 15,000 thousand) remuneration has been charged to

Revenue Accounts and balance has been transferred to Profit and Loss Account. Expenses towards gratuity funding

and leave encashment provision are determined actuarially on an overall Company basis annually and accordingly

have not been considered in the above information.

11. SECTOR-WISE BUSINESS BASED ON GROSS DIRECT PREMIUM INCOME (GDPI)

Business Sector For the year ended For the year ended

March 31, 2014 March 31, 2013

GDPI
% of GDPI

GDPI
% of GDPI

(` ‘000) (` ‘000)

Rural 3,579,359 12 3,860,899 16

Urban 25,490,509 88 20,671,063 84

Total 29,069,868 100 24,531,962 100

Social Sector For the year ended For the year ended

 March 31, 2014 March 31, 2013

Number of lives 154,713 119,036

GDPI (` ‘000) 11,418 10,173

12. REINSURANCE REGULATIONS

As per Insurance Regulatory and Development Authority (General Insurance – Reinsurance) Regulations, 2000

(Reinsurance Regulations), prior approval from IRDA is required in case of placement of surplus over and above

the domestic reinsurance arrangements with one reinsurer outside India in excess of 10% of the total reinsurance

premium ceded. In terms of IRDA Reinsurance Regulations, the Company has submitted details in respect of its

reinsurance treaties including those where the reinsurance support exceeds 10% from overseas reinsurer.



HDFC ERGO General Insurance Company Limited 65

M65 K65

M65 K65

Schedule – 16 (Continued)
NOTES TO ACCOUNTS

13. ASSETS TAKEN ON LEASE

Finance Lease Commitments – Vehicles:

(` ‘000)

Particulars As at As at

March 31, 2014 March 31, 2013

Total commitment towards minimum lease payments 641 1,860

Present value of minimum lease payments 614 1,692

Minimum Lease payments

Not later than one year

(Present value ` 512 thousand as on 31-03-2014) 536 1,219

(Previous year ` 1,076 thousand)

Later than one year but not later than five years

(Present value ` 102 thousand as on 31-03-2014) 105 641

(Previous year ` 616 thousand)

Operating Lease Commitments - Premises and Furniture:

The Company takes premises, both commercial and residential on lease (includes furniture taken on lease). The

minimum lease payments to be made in future towards non-cancellable lease agreements are as follows:

(` ‘000)

Particulars As at As at

March 31, 2014 March 31, 2013

Not later than one year 261,152 229,353

Later than one year but not later than five years 320,543 273,736

Later than five years — —

The aggregate operating lease rental, charged to the Revenue Accounts in the current year is ̀  297,447 thousand

(Previous year ` 237,528 thousand).

The lease terms do not contain any exceptional/restrictive covenants nor are there any options given to the

Company to renew the lease or purchase the asset.

14. TAXATION

Accounting Standard (AS) 22 – ‘Accounting for Taxes on Income’, requires the Company to accrue taxes on income

in the same period as the revenue and expenses to which they relate. As the taxable income is different from the

reported income due to timing differences, there arises a potential deferred tax asset or deferred tax liability, as

the case may be. The components of the Company’s deferred tax liabilities and assets are tabulated below.
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The component of the deferred tax is as under:

(` ‘000)

As at As at

March 31, 2014 March 31, 2013

Deferred Tax Assets:

Section 43B of Income-tax Act, 1961 10,320 943

Rule 6 E of the Income-tax Rules, 1962 (Reserve for unexpired risk) 3,017 —

Unabsorbed Depreciation — 135,694

Total 13,337 136,637

Deferred Tax Liabilities:

Depreciation 171,557 136,637

Total 171,557 136,637

Deferred Tax (Net) (158,220) Nil

In view of the existence of unabsorbed depreciation as at the previous year end, the recognition of deferred tax

assets was restricted to the extent of deferred tax liability arising from timing differences on account of depreciation,

reversal of which was virtually certain.

15. EMPLOYEE STOCK OPTIONS PLAN (ESOP)

The Company had introduced an Employee Stock Options Plan 2009 (“ESOP 2009”) in financial year 2009-10.

ESOP 2009 provides that eligible employees are granted options to acquire equity shares of the Company that

vest in graded manner. The vested options may be exercised within a specified period.

Under ESOP 2009, during the year 1,048,000 options (Previous year 2,430,000 options) were granted at an

exercise price of ` 62.50 per option (Previous year ` 50 per option). The options will vest over a period of two to

four years from the date of grant as given below and are exercisable over a period of five years from the respective

dates of vesting. Accordingly, during the year 991,250 options (Previous year 780,750 options) were vested out

of Tranche I, 262,000 options (Previous year 419,500 options) were vested out of Tranche II and 163,500 options

(Previous year Nil options) were vested out of Tranche III

Vesting (%) Vesting Period

25% 2 years after date of grant

25% 3 years after date of grant

50% 4 years after date of grant

Method Used for Accounting:

The Company has adopted intrinsic value method for computing the compensation cost for the Options granted.

Since the exercise price is more than the intrinsic value of shares on the date of grant, value of options is ̀  Nil and

accordingly, no compensation cost is recognized in the books.

Had the Company followed the fair value method for valuing its options for the year, the charge to the Revenue

Accounts and Profit and Loss Account would have been higher by ` 28,249 thousand (Previous year ` 23,862

thousand) and profit after tax would have been lower by ` 24,605 thousand (Previous year ` 19,088 thousand).

Consequently, the Company’s basic and diluted earnings per share would have been ̀  3.65 and ̀  3.62 respectively

(Previous year ` 2.91 and ` 2.89 respectively).
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Movement in the options under ESOP 2009

(No. of Options)

Particulars Tranche V Tranche IV Tranche III Tranche II Tranche I

As at As at As at As at As at As at As at As at As at As at

March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31,

2014 2013 2014 2013 2014 2013 2014 2013 2014 2013

Outstanding at the

beginning of the year — — 2,320,000 — 987,000 1,070,000 2,517,500 2,864,000 2,000,750 2,469,000

Granted during

the year 1,048,000 — — 2,430,000 — — — — — —

Exercised during

the year — — — — 82,500 — 434,000 296,500 218,750 452,500

Lapsed during

the year — — 24,000 110,000 21,000 83,000 10,000 50,000 10,000 15,750

Outstanding at the

end of the year 1,048,000 — 2,296,000 2,320,000 883,500 987,000 2,073,500 2,517,500 1,772,000 2,000,750

Unvested at the

end of the year 1,048,000 — 2,296,000 2,320,000 883,500 987,000 1,392,000 2,098,000 — 1,220,000

Vested at the

end of the year — — — — — — 681,500 419,500 1,772,000 780,750

Weighted average

price per option (`) 62.50 — 50 50 50 50 10 10 10 10

Fair Value Methodology:

The fair value of options on date of grant has been estimated using Black-Scholes model. The key assumptions

used in Black-Scholes model for calculating fair value under ESOP 2009 Tranche I, Tranche II, Tranche III , Tranche

IV and Tranche V as on the date of grant viz. February 10, 2010, May 25, 2010, July 25, 2011, April 24, 2012 and

April 30, 2013 are as follows:

Particulars Tranche V Tranche IV Tranche III Tranche II Tranche I

Risk-free interest rate 7.64%-7.60% 8.22%-8.49% 8.22%-8.31% 6.92%-7.42% 7.29%-7.72%

Expected life 4-6 years 4-6 years 4-6 years 4-6 years 4-6 years

Expected volatility* 13% 20% 17% 22% 32%

Expected dividend yield Nil Nil Nil Nil Nil

*Volatility of BSE Sensex for one year has been considered.

Fair Value Method

Particulars As at As at

March 31, 2014 March 31, 2013

A Net Profit After Tax (` ‘000) 1,929,463 1,525,837

B Less: Preference Dividend — —

C Weighted Average Number of Equity Shares of ` 10/- each (Basic) (in ‘000) 528,756 523,756

D Weighted Average Number of Equity Shares of ` 10/- each (Diluted) (in ‘000) 533,178 528,212

E Basic Earnings Per Share (`) 3.65 2.91

F Diluted Earnings Per Share (`) 3.62 2.89
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Information in respect of Options outstanding

Particulars Tranche V Tranche IV Tranche III Tranche II Tranche I

As at As at As at As at As at As at As at As at As at As at

March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31,

2014 2013 2014 2013 2014 2013 2014 2013 2014 2013

Exercise Price (`) 62.50 — 50 50 50 50 10 10 10 10

No. of Options 1,048,000 — 2,296,000 2,320,000 883,500 987,000 2,073,500 2,517,500 1,772,000 2,000,750

Weighted Average

remaining life 88 Months — 76 Months 88 Months 67 Months 79 Months 53 Months 65 Months 50 Months 62 Months

16. SEGMENT REPORTING

The statement on segment reporting is included in Annexure 1.

17. ACCOUNTING RATIOS

The statement on accounting ratios is provided in Annexure 2.

18. EMPLOYEE BENEFITS

(a) Defined Contribution Plan:

(` ‘000)

Expenses on defined contribution plan For the year ended For the year ended

 March 31, 2014 March 31, 2013

Contribution to Staff Provident Fund 43,062 34,590

Contribution to Superannuation Fund 877 926

Total 43,939 35,516

(b) Defined Benefit Plan – Gratuity:

Disclosures as per AS-15 (Revised) “Employee Benefits” for the year ended on March 31, 2014:

(` ‘000)

Particulars March 31, 2014 March 31, 2013

I. Assumptions

Discount Rate 9.00% 8.25%

Rate of increase in Compensation levels 7.00% 6.75%

Rate of Return on Plan Assets p.a. 7.00% 8.00%

II. Table Showing Change in Benefit Obligation

Net liability as per books (A) Nil Nil

Fair value of Assets at the beginning of the year (B) 44,084 29,576

Shortfall/(Excess) in opening liability determined as per

actuarial valuation (C) Nil Nil

Opening net Liability as per actuarial valuation (A)+(B)+(C) 44,084 29,756

Interest Cost for the year 3,636 2,514

Service Cost for the year 14,549 11,920
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(` ‘000)

Particulars March 31, 2014 March 31, 2013

Benefits paid during the year (1,825) (585)

Actuarial (Gain)/Loss on obligations 3,025 659

Plan Benefit Obligation at the end of the year 63,469 44,084

III. Tables of Fair Value of Plan Assets

Fair Value of Plan Assets at the beginning of the year 44,084 29,576

Expected Return on Plan Assets for the year 3,086 2,366

Contributions during the year 18,062 12,486

Benefits Paid during the year (1,825) (585)

Actuarial Gain/(Loss) on Plan Assets 63 241

Fair Value of Plan Assets at the end of the year 63,469 44,084

IV. The Amounts to be recognised in the Balance Sheet

Present Value of Obligation 63,469 44,084

Fair Value of Plan Assets 63,469 44,084

Liability Recognised in Balance Sheet Nil Nil

V. Amounts to be recognised in the Revenue Accounts (Net Periodic Cost)

Current Service Cost 14,549 11,920

Interest Cost 3,636 2,514

Expected Return on Plan Assets (3,086) (2,366)

Net Actuarial Gain/(Loss) recognised in the year 2,962 418

Actuarial determined charge for the year (A) 18,062 12,486

Shortfall/(Excess) (B) Nil Nil

Total Charge as per books (A+B) 18,062 12,486

(expense is disclosed in the line item – Employees’

remuneration and welfare benefit)

VI. Movements in the Liability recognised in the Balance Sheet:

Net Liability as per books (A) Nil Nil

Shortfall/(Excess) in opening liability determined as per

actuarial valuation (B) Nil Nil

Opening net liability(A+B) Nil Nil

Expense as above 18,062 12,486

Contribution paid (18,062) (12,486)

Closing Net Liability Nil Nil

VII. Actual Return on Plan Assets

Expected return on Plan Assets 3,086 2,366

Actuarial Gain/(Loss) on Plan Assets 63 241

Actual Return on Plan Assets 3,149 2,607
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Experience Adjustments

(` ‘000)

Particulars March 31, 2014 March 31, 2013 March 31, 2012 March 31, 2011 March 31, 2010

Defined Benefit Obligation 63,469 44,084 29,576 19,966 13,120

Plan Assets 63,469 44,084 29,576 19,940 13,120

Surplus/(Deficit) — — — (26) —

Experience Adjustment on

Plan Liabilities (8,366) (1,627) 34 2,307 (351)

Experience Adjustment on

Plan Assets 63 241 (122) (470) (52)

As the gratuity fund is managed by a life insurance company, details of investment are not available with the Company.

The estimates of future salary increases, considered in actuarial valuation, take into account inflation, seniority,

promotion and other relevant factors such as supply and demand in the employment market.

The contribution expected to be made by the Company during the financial year 2014-15, amounts to ̀  16,695 thousand.

19. RELATED PARTY DISCLOSURE

As per the Accounting Standard (AS) 18 on ‘Related Party Disclosures’, the related parties of the Company are

as follows:

(a) Names of the related parties and description of relationship:

Holding Company

Housing Development Finance Corporation Limited (HDFC Limited)

Fellow subsidiaries (with whom company has transactions)

HDFC Developers Limited

HDFC Asset Management Company Limited

HDFC Standard Life Insurance Company Limited

HDFC Realty Limited

GRUH Finance Limited

HDFC Sales Private Limited

HDFC Property Ventures Limited

Credila Financial Services Private Limited

HDFC Education and Development Services Private Limited

Entities over which control is exercised

HDFC Investment Trust

Investing Party and its group companies

ERGO International AG

Munich Re

Key Management Personnel and Relatives of Key Management Personnel

Mr. Ritesh Kumar, Managing Director and CEO

Mrs. Reena Kumar (Spouse of Key Management Personnel)

Mr. Amish Kumar Agarwal (Brother of Key Management Personnel)
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(b) Details of Transactions:

(` ‘000)

Particulars Holding Company Fellow Investing Party Key Management

Subsidiaries*  and its Group Personnel

Companies (including relatives)

Year Year Year Year Year Year Year Year

ended ended ended ended ended ended ended ended

March 31, March 31, March 31, March 31, March 31, March 31, March 31, March 31,

2014 2013 2014 2013 2014 2013 2014 2013

INCOME

Interest, Dividend and Rent-Gross 105,787 79,639 10,001 — — — — —

Premium from direct business

written-net of service tax* 54,734 46,972 96,089 18,098 — — 32 28

Commission received on

Reinsurance ceded — — — — 695 287 — —

Claims on Re-insurance ceded — — 681 — — —

Other Income 172 172 — — — — — —

Total 160,693 126,783 106,090 18,098 1,376 287 32 28

EXPENSES

Rent, rates and taxes 64,910 49,615 — — — — — —

Electricity expenses 3,039 137 — — — — — —

Claims paid direct 118 1,272 391 3,223 — — — —

Commission paid (220) 67 163,226 1,91,286 — — — —

Premium on Reinsurance ceded — — — — 35,053 26,477 — —

Dividend 195,366 — — — 68,614 — — —

Legal and Professional charges — — 3,670 381 — — — —

Employees’ remuneration and

welfare benefits — — — — — — 36,324 29,185

Insurance Premium — — 8,970 7,020 — — — —

Others 8,251 373 — — — 944 — —

Total 271,464 51,464 176,257 201,910 103,667 27,421 36,324 29,185

ASSETS

Investments 1,099,221 10,48,998 121,989 — — — — —

Income accrued on investments 58,666 47,193 224 — — — — —

Total 1,157,887 10,96,191 1,22,213 — — — — —

LIABILITIES

Transactions during the year:

—  Share Capital — 35,520 — — — 12,480 — 100

—  Share Premium — 1,86,480 — — — 65,520 — —

Unallocated premium 5,609 4,795 1,283 556 — — — —

Agents’ Balances (2) 55 16,726 17,550 — — — —

Others — — — 381 — — — —

Balance due to other

insurance companies — — — — 1,583 — — —

Total 5,607 2,26,850 18,009 18,487 1,583 78,000 — 100

* includes transaction with HDFC Investment Trust (Entity over which control is exercised by the Holding Company)
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Transactions included in (b) above which are in excess of 10% of the total related transactions of the same type

are given below for the Financial Year 2013-2014:

(` ‘000)

Particulars HDFC HDFC Asset HDFC Sales HDFC Munich ERGO Ritesh

Standard Management Private Realty Re International Kumar

Life Company Limited Limited AG (KMP)

Insurance Limited

Company

Limited

INCOME

Interest, Dividend and Rent-Gross — — — — — — —

Premium from direct business

written-net of service tax 79,938 6,750 7,044 568 — — 25

Commission received on

Reinsurance ceded — — — — 695 — —

Claims on Re-insurance ceded — — — — 680 — —

Other Income — — — — — — —

Total 79,938 6,750 7,044 568 1,375 — 25

EXPENSES

Rent, rates and taxes — — — — — — —

Electricity expenses — — — — — — —

Claims paid direct 391 — — — — — —

Commission paid — — 163,226 — — — —

Premium on Reinsurance ceded — — — — 35,053 — —

Dividend — — — — — 68,614 —

Legal and Professional charges — — — 3,670 — — —

Employees’ remuneration and

welfare benefits — — — — — — 36,324

Insurance Premium 8,970 — — — — — —

Others — — — — — — —

Total 9,361 — 163,226 3,670 35,053 68,614 36,324

ASSETS

Investments — — — — — — —

Income accrued on investments — — — — — — —

Total — — — — — — —

LIABILITIES

Unallocated premium 622 — 385 53 — — —

Agents’ Balances — — 16,726 — — — —

Balance due to other

insurance companies — — — — 1,583 — —

Total 622 — 17,111 53 1,583 — —



HDFC ERGO General Insurance Company Limited 73

M73 K73

M73 K73

Schedule – 16 (Continued)
NOTES TO ACCOUNTS

Transactions included in (b) above which are in excess of 10% of the total related transactions of the same type

are given below for the Financial Year 2012-2013:

(` ‘000)

Particulars HDFC HDFC Asset HDFC Sales Credila Munich ERGO Ritesh

Standard Management Private Financial Re International Kumar

Life Company Limited Services AG (KMP)

Insurance Limited Private

Company Limited

Limited

INCOME

Interest, Dividend and Rent-Gross — — — — — — —

Premium from direct business

written-net of service tax 2,861 6,950 5,153 450 — — 18

Commission received on

Reinsurance ceded

Other Income — — — — 287 — —

Total 2,861 6,950 5,153 450 287 — 18

EXPENSES

Rent, rates and taxes — — — — — — —

Electricity expenses — — — — — — —

Claims paid direct 2,119 — 521 583 — — —

Commission paid — — 191,286 — — — —

Premium on Reinsurance ceded — — — — 26,477 — —

Legal and Professional charges — — — — — — —

Employees’ remuneration and

Welfare benefits — — — — — — 29,185

Insurance Premium 7,020 — — — — — —

Others — — — — 944 — —

Total 9,139 — 1,91,807 583 27,421 — 29,185

ASSETS

Investments — — — — — — —

Income accrued on investments — — — — — — —

Total — — — — — — —

LIABILITIES

Transactions during the year:

—  Share Capital — — — — — 12,480 —

—  Share Premium — — — — — 65,520 —

Premiums received in Advance and

Unallocated premium 59 — 227 16 — — —

Agents’ Balances — — — — — — —

Others — — 17,550 — — — —

Total 59 — 17,777 16 — 78,000 —
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20. LOAN RESTRUCTURING

The Company has not given any loans during the financial year and in previous year.

21. SUMMARY OF FINANCIAL STATEMENTS

The summary of financial statements is provided in Annexure 3.

22. FOREIGN EXCHANGE GAIN/(LOSS) (NET)

(a) During the year foreign exchange Gain (Net) earned by the Company is ` 18,076 thousand (Previous year

` 11,909 thousand).

(b) The year end foreign currency exposure is ` Nil (Previous year ` Nil).

23. (a) CONTRIBUTION TO TERRORISM POOL

The Company is a participant in and has received the Terrorism Pool retrocession of premium in the current

financial year. Accordingly, as per the statement received from the Pool managers, the Company has recognized

the pool retrocession for one quarter ended March 31, 2013 and for the three quarters ended June 30,

2013, September 30, 2013 and December 31, 2013, the accounts of which were received till the end of the

financial year.

(b) SOLATIUM FUND

The IRDA had asked the General Insurance Council (“the Council”) to recommend the percentage of

contribution to be made to a Solatium Fund and matters relating to the administration of the Fund. The

Council has decided that The New India Assurance Company Limited would administer the fund. The Council

in its meeting held on May 6, 2005 approved the contribution of 0.10% of the motor gross written premium

with effect from the date of commencement of business, for private insurance companies.

Vide letter dated July 26, 2010, the Council recommended the companies w.e.f. April 1, 2010 to contribute

0.10% of all the third party premium written as Solatium Fund to the administrator on demand. However,

during the year the Company has provided charge to the Revenue Accounts of ` 3,689 thousand (Previous

year ` 2,639 thousand) on an accrual basis (see accounting policy in paragraph 2(u) above) and disclosed

under Current Liabilities.

(c) CONTRIBUTIONS TO ENVIRONMENT RELIEF FUND

During the year, an amount of ` 2,618 thousand (Previous year ` 2,855 thousand) was collected towards

Environment Relief Fund for public liability policies and an amount of ` 2,691 thousand (Previous year

` 2,976 thousand) has been transferred to “United India Insurance Company Limited, Environment Fund

Account” as per Notification of Environment Relief Fund (ERF) scheme under the public liability Insurance

Act, 1991 as amended. The balance amount of ` 292 thousand (Previous year ` 364 thousand) is included

under Sundry Creditors in Schedule 13.
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24. EARNINGS PER SHARE (EPS)

Sr. Particulars For the year ended For the year ended

No. March 31, 2014 March 31, 2013

1 Net Profit After Tax for the year (` ‘000) 1,954,068 1,544,925

2 Weighted Average No. of Equity Shares for Basic (` ‘000) 528,756 523,756

3 Weighted Average No. of Equity Shares for Diluted (` ‘000) 533,178 528,212

4 Basic Earnings Per Share (`) 3.70 2.95

5 Diluted Earnings Per Share (`) 3.66 2.92

6 Nominal Value Per Share (`) 10.00 10.00

There are 4,421 thousand (Previous year 4,457 thousand) dilutive potential equity shares outstanding during

the year.

25. According to the information available with the Company there are no dues (Previous year ` Nil) payable to Micro

and Small Enterprises as defined under Micro, Small and Medium Enterprises Development Act, 2006 as at

March 31, 2014.

26. Professional fees include payments made for various outsourced services amounting to ` 395,150 thousand

(Previous year ` 199,657 thousand). (Disclosed as per the requirement of IRDA circular no. 067/IRDA/F&A/CIR/

MAR-08 dated March 28, 2008).

27. PREMIUM DEFICIENCY

In accordance with Master Circular and Corrigendum on Master Circular on preparation of financial statement

issued by IRDA vide circular number IRDA/F&I/CIR/F&A/231/10/2012 dated October 5, 2012 and circular number

IRDA/F&A/CIR/FA/126/07/2013 dated July 3, 2013 respectively, in respect of calculation and recognition of

Premium deficiency, there is no premium deficiency for the Company on an overall basis.

28. (a) INDIAN MOTOR THIRD PARTY INSURANCE POOL (IMTPIP)

IRDA vide its Orders IRDA/NL/ORD/MPL/276/12/2011 dated December 23, 2011, IRDA/NL/ORD/MPL/

003/01/2012 dated January 3, 2012, IRDA/F&A/ORD/MTPP/070/03-2012 dated March 22, 2012 and

IRDA/NL/ORD/MPl/72/03/2012 dated March 22, 2012 ordered for dismantling of IMTPIP w.e.f. April 1,

2012. Based on actuarially estimated liabilities, IRDA had directed the insurance companies to recognize

IMTPIP losses at the prescribed percentages of loss ratios for the underwriting years commencing from April

1, 2007 and ending with March 31, 2012.

During the year as a part of clean cut settlement of IMTPIP vide Order number IRDA/F&A/ORD/MTPP/070/

03-2012 dated March 22, 2012, the Company has paid ` 397,002 thousand (Previous year ` 127,433

thousand). The balance amount of ̀  1,313,354 thousand (Previous year ̀  1,710,360 thousand) is shown as

“Balance due to other insurance companies” from claims outstanding and will be paid as per the schedule

by June 30, 2014, along with interest due thereon.

Interest, Rent and Dividend income under Miscellaneous segment is net of Interest expenses of ` 105,925

thousand (Previous year ` 130,417 thousand) on dues to other insurance companies as a part of clean cut

settlement of IMTPIP @ 7.5% p.a. vide Order number IRDA/F&A/ORD/MTPP/070/03-2012 dated March 22,

2012.
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(b) INDIAN MOTOR THIRD PARTY DECLINED RISK INSURANCE POOL (IMTPDRIP)

IRDA vide its orders IRDA/NL/ORD/MPL/277/12/2011 dated December 23, 2011 and IRDA/NL/ORD/MPL/

72/03/2012 dated March 22, 2012, had directed the formation of the Indian Motor Third Party Declined

Risk Insurance Pool for standalone third party liability insurance for commercial vehicles (Liability only)

(excluding Miscellaneous and special class of vehicles falling under erstwhile All India Motor Tariff) with

effect from April 1, 2012.

IRDA vide its order number IRDA/NL/ORD/MPL/223/11/2013 dated November 18, 2013 has directed

companies that the net settlement to be done at ultimate loss ratio of 210% for FY 2012-13. Accordingly

during the year, the Company has accounted additional loss of ` 124,685 thousand.

The Company has accounted the share of loss in the IMTPDRIP for the nine months period from April 1, 2013

to December 31, 2013, on the basis of audited clean cut settlement statement received from the pool

administrator. The premiums retro ceded for the period January 1, 2014 to March 31, 2014 are based on

management estimates. The Company’s share of loss for the twelve months period amounts to ` 367,717

thousand (Previous year ` 88,995 thousand) including the additional loss for the FY 2012-13 as above.

29. STATEMENT SHOWING THE AGE-WISE ANALYSIS OF THE UNCLAIMED AMOUNT OF POLICYHOLDERS

The statement of age-wise analysis of the unclaimed amount of policyholders is provided in Annexure 4.

30. PENALTIES LEVIED BY VARIOUS GOVERNMENT AUTHORITIES DURING FINANCIAL YEAR 2013-14

(` ‘000)

Sr. Authority Non-Compliance/ Penalty Penalty Penalty

No.  Violation Awarded Paid Waived/

Reduced

1. Insurance Regulatory and Non-compliance for not 500 500 Nil

Development Authority meeting obligatory target

in respect of IMTPDRIP

for 2012-13

(N.A.) (Nil) Nil (Nil)

2. Service Tax Authorities N.A. Nil Nil Nil

(N.A.) (Nil) (Nil) (Nil)

3. Income Tax Authorities N.A. Nil Nil Nil

(N.A.) (Nil) (Nil) (Nil)

4. Any other Tax Authorities N.A. Nil Nil Nil

(N.A.) (Nil) (Nil) (Nil)

5. Enforcement Directorate/Adjudicating N.A. Nil Nil Nil

Authority/Tribunal or any Authority under FEMA (N.A.) (Nil) (Nil) (Nil)

6. Registrar of Companies/ NCLT/CLB/

Department of Corporate Affairs or N.A. Nil Nil Nil

any Authority under Companies Act, 1956 (N.A.) (Nil) (Nil) (Nil)
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Sr. Authority Non-Compliance/ Penalty Penalty Penalty

No.  Violation Awarded Paid Waived/

Reduced

7. Penalty awarded by any Court/Tribunal N.A. Nil Nil Nil

for any matter including claim settlement

but excluding compensation (N.A.) (Nil) (Nil) (Nil)

8. Securities and Exchange Board of India N.A. Nil Nil Nil

(N.A.) (Nil) (Nil) (Nil)

9. Competition Commission of India N.A. Nil Nil Nil

(N.A.) (Nil) (Nil) (Nil)

10. Any other Central/State/ N.A. Nil Nil Nil

Local Government/Statutory Authority (N.A.) (Nil) (Nil) (Nil)

(Previous year’s figures are in brackets)

31. Previous year figures have been regrouped in respect of following items for better presentation, understanding

and comparable with those of the current year.

(i) Interest expenses on amounts payable to other insurance companies arising out of clean cut settlement of

IMTPIP vide Order number IRDA/F&A/ORD/MTPP/070/03-2012 dated March 22, 2012, amounting to

` 130,417 thousand which was classified under Interest and bank charges under Schedule 4 of Operating

Expenses relating to Insurance Business, has been netted off with Interest, Rent and Dividend – Gross in

Revenue Account under Miscellaneous segment. As a result Operating expenses related to Insurance Business

and Interest, Rent and Dividend –Gross has reduced to the extent of ` 130,417 thousand. Under Receipts

and Payments Account, the Net Cash Flow from Operating activities has increased to the extent of ̀  130,417

thousand and Net Cash Flow from Investing Activities has reduced to the same extent.

(ii) Under Receipt and Payments Account, service tax paid on reverse charge has been regrouped from Payments

to Re-insurers, net of commission and claims to Service Tax Paid in Net Cash Flow from Operating Activities.

As a result, Payments to Re-insurers, net of commission and claims has reduced to the extent of ̀  746,456

thousand and Service Tax Paid has increased to the same extent.

On behalf of the Board of Directors

Deepak S. Parekh

Chairman

Ritesh Kumar

Managing Director & CEO

Samir H. Shah

Member of Executive Management,

CFO & Company Secretary

Directors

Keki M. Mistry

Renu Sud Karnad

Andreas Kleiner

Mark Lammerskitten

Independent Directors

Jagdish Khattar

Bernhard Steinruecke

MUMBAI,

April 24, 2014
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Annexure 1

Segmental Break up of the Balance Sheet as at March 31, 2014

Segment revenue and segment results have been incorporated in the financial statements. However given the nature

of business, segment assets and liabilities, have been allocated amongst various segments to the extent possible.

(` ‘000)

Particulars Fire Marine Miscellaneous Unallocated Total

Claims Outstanding 189,380 370,026 9,937,730 — 10,497,136

(Refer notes 2(h) and 28(a) and (190,882) (185,656) (8,195,291) — (8,571,829)

28(b) of Schedule 16)

Reserve for Unexpired Risk 1,164,067 163,841 9,848,378 — 11,176,286

(900,316) (151,009) (8,314,897) — (9,366,222)

Investments 1,311,803 466,216 21,075,686 8,577,603 31,431,308

(1,087,957) (336,278) (18,356,802) (7,175,950) (26,956,987)

(Previous year’s figures are in brackets)

Schedule – 16 (Continued)
NOTES TO ACCOUNTS
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Schedule – 16 (Continued)
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Annexure 3

Sr. Particulars 2013-14 2012-13 2011-12 2010-11 2009-10

No. (`  ‘000) (`  ‘000) (`  ‘000) (`  ‘000) (`  ‘000)

OPERATING RESULTS

1 Gross Written Premium 30,002,750 25,081,384 20,744,413 14,078,204 10,046,157

2 Net Premium Income 17,659,395 14,715,062 11,638,807 7,751,407 5,886,820

3 Income from Investments (net) 1,887,667 1,419,430 969,621 507,815 252,595

4 Other Income (includes provision written back) 23,318 17,158 8,394 45,642 78,477

5 Total Income 19,570,380 16,151,650 12,616,822 8,304,864 6,217,892

6 Commission (net) (976,292) (660,204) (435,927) (386,446) (374,330)

7 Operating Expenses 4,468,342 3,739,947 2,898,399 2,292,036 1,827,807

8 Net Incurred Claims 12,750,179 9,510,498 8,443,687 5,322,964 3,958,634

9 Change in Unexpired Risk Reserve 1,810,064 2,289,324 2,494,081 1,687,826 1,886,263

10 Operating Profit/(Loss) 1,518,087 1,272,085 (783,418) (611,516) (1,080,482)

NON-OPERATING RESULTS

11 Total Income under shareholders’ Account 725,033 547,107 386,460 247,241 136,313

12 Profit/(Loss) before tax 2,243,120 1,819,192 (396,958) (364,275) (944,606)

13 Provision for tax 289,052 274,267 — — (1,582)

14 Profit/(Loss) after tax 1,954,068 1,544,925 (396,958) (364,275) (943,024)

MISCELLANEOUS

15 Policyholders’ Account:

Total Funds — — — — —

Total Investments — — — — —

Yield on Investments — — — — —

16 Shareholders’ Account:

Total Funds 8,824,812 7,169,709 5,317,294 4,234,252 2,478,527

Total Investments 31,431,308 26,956,987 18,877,613 12,236,121 6,236,769

Yield on Investments 8.7% 8.7% 8.7% 7.8% 8.1%

17 Paid-up equity capital 5,292,843 5,285,490 5,230,000 4,860,000 4,150,000

18 Net worth 8,824,812 7,169,709 5,317,294 4,234,252 2,478,527

19 Total Assets 8,824,812 7,169,709 5,317,294 4,234,252 2,478,527

20 Yield on Total Investments 8.7% 8.7% 8.7% 7.8% 8.1%

21 Earnings per Share (`) 3.70 2.95 (0.79) (0.78) (3.01)

22 Book Value per Share (`) 16.67 13.56 10.17 8.71 5.97

23 Total Dividend 264,642 — — — —

24 Dividend per Share (`) 0.50 — — — —

Summary of Financial Statements

Schedule – 16 (Continued)
NOTES TO ACCOUNTS
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Annexure 4

Statement showing the Age-wise Analysis of the Unclaimed amount of Policyholders

(` ’000)

Particulars Total AGE-WISE ANALYSIS

Amount 1-3 4-6 7-12 13-18 19-24 25-30 31-36 Beyond

months months months months months months months 36 months

Claims settled but not paid to the — —  — — — — — — —

policyholders/insured’s due to any

reasons except under litigation

from the insured/policyholders  

Sum due to the insured/ — —  — — — — — — —

policyholders on maturity or otherwise

Any excess collection of the 9,151 1,055 788 1,274 767 294 1,099 1,158 2,716

premium/tax or any other charges (7,279) (396) (282) (308) (1,318) (1,262) (1,426) (1,601) (686)

which is refundable to the

policyholders either as terms of

conditions of the policy or as per

law or as may be directed by the

Authority but not refunded so far

Cheques issued but not encashed

by the policyholder/insured (Refer

note below)

— Premium 22,388 — 1,712 4,812 2,755 2,944 2,496 2,131 5,538

(15,870) — (2,259) (3,303) (2,608) (2,140) (1,083) (634) (3,843)

— Claims 117,184 — 14,799 20,057 22,235 13,217 6,907 10,764 29,205

(86,314) — (19,123) (18,126) (7,520) (11,572) (10,773) (5,419) (13,781)

TOTAL 148,723 1,055 17,299 26,143 25,757 16,455 10,502 14,053 37,459

(109,463) (396) (21,664) (21,737) (11,446) (14,974) (13,282) (7,654) (18,310)

Note: Above excludes an amount of ` 782,198 thousand (Previous year ` 510,303 thousand) under ageing 1–3 months in respect

of cheques issued but not encashed by the policyholders.

(Previous year’s figures are in brackets)

Schedule – 16 (Continued)
NOTES TO ACCOUNTS
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Management Report

Sr. Name of the Director Entity in which Director is interested Interested Payment

No. As during the year

(` ‘000)

1. Mr. DEEPAK S. PAREKH HDFC LIMITED Chairman 271,465

GLAXOSMITHKLINE PHARMACEUTICALS LIMITED Chairman 10,948

HDFC STANDARD LIFE INSURANCE COMPANY LIMITED Chairman 9,361

MAHINDRA & MAHINDRA LIMITED Director 12,289

THE INDIAN HOTELS COMPANY LIMITED Director 5,943

EXIDE INDUSTRIES LIMITED Alternate Director 11,820

ZODIAC CLOTHING CO. LTD. Alternate Director 16

In accordance with Part IV Schedule

B of the Insurance Regulatory and

Development Authority (IRDA)

(Preparation of Financial Statements

and Auditor’s Report of Insurance

Companies) Regulations 2002, the

Management submits the following

Report:

1. We confirm the validity of

Certificate of Registration

granted by the Insurance

Regulatory and Development

Authority to transact general

insurance business, which has

been renewed up to March 31,

2015.

2. To the best of our knowledge and

belief, all the material dues

payable to the statutory

authorities have been duly paid.

3. We confirm that the

shareholding pattern and the

transfer of shares during the year

ended March 31, 2014 are in

accordance with the statutory or

regulatory requirements.

4. We declare that funds of holders

of policies issued in India have

not been directly or indirectly

invested outside India.

5. We confirm that the Company

has maintained the required

solvency margins laid down by

Insurance Regulatory and

Development Authority.

6. We certify that all the assets of the

Company have been reviewed on

the date of the Balance Sheet and

to the best of our knowledge and

belief the assets set forth in the

Balance Sheet are shown in the

aggregate at amounts not

exceeding their realizable or

market value under the several

headings – “Loans”,

“Investments”, “Agents balances”,

“Outstanding Premiums”,

“Interest, Dividends and Rents

outstanding”, “Interest, Dividends

and Rents accruing but not due”,

“Amounts due from other persons

or Bodies carrying on insurance

business”, “Sundry Debtors”,

“Bills Receivable”, “Cash” and the

several items specified under

“Other Accounts” except debt

securities which are stated at

cost/amortised cost .

7. The Company is exposed to a

variety of risks associated with

general insurance business such

as quality of risks undertaken,

fluctuations in value of assets

and higher expenses in the initial

years of operation. The Company

monitors these risks closely and

effective remedial action is taken

wherever deemed necessary.

The Company has, through an

appropriate reinsurance

program, kept its risk exposure

at a level commensurate with its

capacity.

8. The Company does not have

operations outside India.

9. a. For ageing analysis of

claims outstanding

(excluding provision for

IBNR/IBNER and claims

relating to inward re-

insurance from terrorism

pool and the Indian Motor

Pool Third Party Insurance

Pool and Indian Motor Third

Party Declined Risk

Insurance Pool) during the

preceding five years, please

refer Annexure 1.

b. For average claims

settlement time during the

preceding five years, please

refer Annexure 2.

10. Details of payments to

individuals, firms, Companies and

organizations in which directors

are interested during the year

ended on March 31, 2014:
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11. We certify that all debt securities

and non convertible preference

shares are considered as ‘held

to maturity’ and accordingly

stated at historical cost subject

to amortisation of premium or

accretion of discount on

constant yield to maturity basis

in the Revenue Accounts and in

the Profit and Loss Account over

the period of maturity/holding.

All mutual fund investments are

valued at net asset value as at

Balance Sheet date.

based on the last quoted closing

price in Bombay Stock Exchange

(BSE).

In accordance with the

Regulations, any unrealized

gains/losses arising due to

change in fair value of mutual

fund investments or listed equity

shares are accounted in “Fair

Value Change Account” and

carried forward in the balance

sheet and is not available for

distribution.

Equities actively traded and

convertible preference shares as

at the balance sheet date are

stated at fair value, being the last

quoted closing price on the

National Stock Exchange (NSE)

being selected as Primary

exchange as required by IRDA

circular number IRDA/F&I/INV/

CIR/213/10/2013 dated

October 30, 2013. However, in

case of any stock not being listed

in NSE, the same being valued

Sr. Name of the Director Entity in which Director is interested Interested Payment

No. As during the year

(` ‘000)

2. Mr. KEKI M. MISTRY HDFC LIMITED Vice Chairman 271,465

and CEO

HDFC BANK LIMITED Director 1,216,902

HDFC STANDARD LIFE INSURANCE COMPANY LIMITED Director 9,361

NEXT GEN PUBLISHING LIMITED Director 480

HCL TECHNOLOGIES Director 4,866

SUN PHARMACEUTICALS INDUSTRIES LIMITED Director 2,430

THE GREAT EASTERN SHIPPING COMPANY LIMITED Director 121

PRICE WATERHOUSE COOPERS India Advisory 79

Board - Member

TORRENT POWER LIMITED Director 1,565

3. Ms. RENU SUD KARNAD HDFC LIMITED Director 271,465

HDFC BANK LIMITED Director 1,216,902

HDFC STANDARD LIFE INSURANCE COMPANY LIMITED Director 9,361

4. Dr. JAGDISH KHATTAR CARNATION AUTO INDIA PVT. LIMITED Chairman 3,606

& MD

HINDALCO INDUSTRIES LIMITED Director in 39,484

casual Vacancy

5. Mr. ANDREAS KLEINER ERGO INTERNATIONAL AG Director 68,614

6. Mr. BERNHARD APOLLO MUNICH HEALTH INSURANCE COMPANY LIMITED Director 194,329

STEINRUECKE ZODIAC CLOTHING CO. LTD. Director 16

INDO-GERMAN CHAMBER OF COMMERCE Director - 1,458

General
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12. The Company has adopted a

prudent investment policy with

emphasis on optimizing return

with minimum risk. Emphasis

was towards low risk

investments such as

Government securities and other

rated debt instruments.

Investments are managed in

consonance with the investment

policy laid down by the board

from time to time and are within

the investment regulation and

guidelines of IRDA. The Company

has carried out periodic review

of the investment portfolio. There

are no non-performing assets as

at the end of the financial year.

13. The Management of HDFC ERGO

General Insurance Company

Limited certifies that:

i. The financial statements

have been prepared in

accordance with applicable

accounting standards, the

regulations stipulated by

the IRDA and the provisions

of the Insurance Act, 1938

and the Companies Act,

1956 to the extent

applicable and the

Accounting Standards (AS)

notified under the

Companies Act, 1956

(which continue to be

applicable in respect of

Section 133 of the

Companies Act, 2013 in

terms of General Circular

15/2013 dated September

13, 2013 of the Ministry of

Corporate Affairs) to the

extent applicable and

disclosures have been

made, wherever the same

is required. There is no

material departure from the

said standards, principles

and policies.

ii. The Company has adopted

accounting policies and

applied them consistently

and made judgments and

estimates that are

reasonable and prudent, so

as to give a true and fair

view of the state of affairs

of the Company as at March

31, 2014 and of the

operating profit for the year

ended on that date.

iii. The Company has taken

proper and sufficient care for

the maintenance of

adequate accounting records

in accordance with the

applicable provisions of the

Insurance Act, 1938

(4 of 1938)/Companies Act,

1956, (1 of 1956), for

safeguarding the assets of

the Company and for

preventing and detecting

fraud and other irregularities.

iv. The financial statements of

the Company have been

prepared on a going

concern basis.

v. The Company has

appointed an audit firm to

conduct the internal audit of

the Company. The scope of

work of the firm is

commensurate with the

size and nature of the

Company’s business. The

management has ensured

that an internal audit

system commensurate with

the size and nature of

business exists and is

operating effectively.

On behalf of the Board of Directors

Deepak S. Parekh

Chairman

Directors

Keki M. Mistry

Renu Sud Karnad

Andreas Kleiner

Mark Lammerskitten

Independent Directors

Jagdish Khattar

Bernhard Steinruecke

Ritesh Kumar

Managing Director & CEO

Samir H. Shah

Member of Executive Management,

CFO and Company Secretary

MUMBAI

April 24, 2014
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Annexure to Management Report
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Annexure - 2

Average Claim Settlement Time

 F.Y. 2013-14 F.Y. 2012-13 F.Y. 2011-12 F.Y. 2010-11 F.Y 2009-10

Line of Business No. of Average No. of Average No. of Average No. of Average No. of Average

Claims  Settlement Claims Settlement Claims  Settlement Claims Settlement Claims Settlement

Time (Days) Time (Days) Time (Days) Time (Days) Time (Days)

Fire 541 166 389 191 397 161 345 142 114 152

Marine (Cargo) 17,495 66 14,944 55 5,105 68 3,116 69 628 123

Marine (Hull) 4 420 5 304 3 419 11 137 — —

Motor OD 105,187 22 97,488 23 87,219 30 74,761 33 54,236 31

Workmen’s Compensation 58 159 33 104 16 121 3 262 3 109

Public liability 7 70 3 23 5 136 — — 1 191

Product Liability — — — — — — — — — —

Speciality/Other Liability 7 352 13 42 11 52 163 16 87 39

Engineering 1,496 69 1,382 69 997 56 824 75 707 105

Personal Accident 7,652 49 6,487 38 4,431 46 2,236 60 1,546 51

Health 176,188 19 80,174 26 51,079 32 127,841 37 151,821 25

Travel Insurance 10,293 31 7,833 30 3,604 54 920 78 2,042 85

Home 8 164 4 98 2 339 7 176 7 189

Weather Insurance 1,687 20 19,670 100 5,841 1 15 6 — —

Others 1,656 29 534 90 2,064 37 1,160 34 433 127

Total 322,279 228,959 160,774 211,402 211,625

Notes: The above ageing does not include Motor Third Party claims which have to be settled through Motor Accident Claims Tribunal and other judicial bodies.

Annexure to Management Report














