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NOTICE

Notice is hereby given that the Ninetyninth Annual General Meeting of the Members of National Insurance Company
Limited will be held at 3, Middleton Street, Kolkata-700 071 on Monday, the 25" day of September 2006 at 12.30 p.m.to
transact the following business.

1. Toreceive and adopt the Profit and Loss Account for the financial year ended 31° March 2006 and the Balance
Sheet as at that date together with the Report of Directors and Auditors thereon.

2. Tofixthe remuneration of the Auditors for the financial year 2006-07

To consider and, if thought fit, to pass the undernoted Resolution with or without modification(s) :

“Resolved that the total remunaration payable to Statutory Auditors of the Head Office and Branch Auditors for
Regional/Divisional Offices in India and Auditors of Foreign Branches of the Company for the financial year 2006-
07, to be appointed by the Comptroller and Auditor General of India, be and is hereby fixed at an amount not
exceeding 0.05% of Global Gross Direct Premium Income of the Company for the year 2005-06 and the Board of
Directors of the Company be and is hereby authorised to determine the actual audit fees including Tax Audit Fees
and reimbursement of out-of-pocket expenses payable to each of aforesaid auditor(s) within the overall limit
mentioned above subject to concurrence of Audit Committee of the Board.”

3. Totransactany other business which may properly be transacted at an Annual General Meeting.

By Order of the Board
For National Insurance Company Limited

14" September 2006 R. Bharathi
Kolkata Company Secretary

Note: 1) AMember entitled to attend and vote at the Meeting is entitled to appoint another person, whether a Member
or not, as his proxy to attend the Meeting and vote thereat instead of himself.

2) The instrument appointing a proxy or other authority, if any, can be deposited at the Registered Office of the
Company not less than 48 hours before the time for holding the Meeting.
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I am honoured, as the CMD of this august Company, to
welcome all Members to the 99" AGM in the Centenary
year of your Company. Having taken over the reins on
31 October 2005, | look back, in introspection, at the
performance of the Company during 2005-06, in the
backdrop of the macro economic scene, both national
and international.

In India, the year 2005-06 was distinguished as one with
a respectable growth at 8.4% in the GDP and marked
growth in the agriculture sector. The securities market
also showed a stupendous growth with the Sensex
recording a high of 11280 as on March 31% 2006.
Market fluctuations rocked investor confidence during
the latter part of Q, in 2006-07 but this later stabilized

FINANCIALS 2005-06 & 2004-05
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with the market leveling and showing a conservative if
consistent growth.

Your Company, | am happy to say, fully exploited the
market on the upswing and our Investment portfolio
shows a healthy balance of Rs. 4685.95 crore with an all

0200506
2004-05

1906 - 2006

YEARS OF SERVICE TO THE NATION

Chairman's communigqué to Members of National Insurance Company Limited at
the 99" Annual General Meeting held on, Monday 25" September 2006,
at 3, Middleton Street Kolkata 700 071

time high, of income from investment at Rs.1009.75
crore, including profit of Rs.528.03 crore from sale of
investments.

The year 2005 could be written up as one for major
catastrophes from Ato Z, Hurricanes Arlene through to
Zeta, not forgetting to mention Katrina and Wilma, which
devastated the lives and property of millions of people
across the globe, causing a corresponding hardening of
insurance rates. It is now thought that these supposedly
‘one in a hundred year events' may more prudently be
categorized as 'one in twentyfive' year events.
Collaterally, in insuring and reinsuring business this
series of unprecedented catastrophes evoked a
sobering perception of underwriting prudence and

(Rs. in Crore)

2005-06 2004-05
FIRE O 35332 361.22
MARINE B 10315 123.18
MISC B 222653 2347.77
INVESTINC [ 1009.75  685.17
NET WORTH B 1108.58 1214.83

UMW RESULT O -305.17 2.41

s

should, we feel, invoke governmental & corporate
intervention for active risk perception and risk and
disaster management.

In India, the floods in Gujarat, Maharashtra and Tamil
Nadu, incurred significantly high claims for your
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Company at Rs.721.80 crore, including claim due to fire
on ONGC's Mumbai High oil rig and flood damage
claims at the hydel power project of Nathpa Jhakri on
the river Sutlej. Your Company had proactively
purchased more reinsurance cover, which anticipatory
gambit paid off with substantial recoveries on account
of flood losses which had been reinsured. With the
reinsurance market hardening in the wake of serial
natural calamities and global and domestic terrorist
attacks we do not expect such a balanced reinsurance
portfolio in the current fiscal.

Your Company had adopted a stricter underwriting
discipline of avoiding, even at the expense of growth,
consistently loss making policies. We seek venues for
growth where even a conservative growth rate is
accompanied by potential for profit. The financial
results for 2005-06 reflect this stricter underwriting
discipline, together with the effects of consecutive
unprecedented catastrophic losses. The net loss
before tax has been contained at Rs.59.64 crore with
tax provision of Rs.55 crore on account of fringe
benefits tax etc. Other contributory factors towards
loss are the increased expenses for payment of
arrears on account of wage revision & increased
amount of liabilities in respect of Pension, Gratuity
Funds etc.

Your Company's pioneering efforts in strategic
alliances with banks, auto dealers and other corporate
entities have paid off in a big way with premium from
alliances clocking a respectable Rs.750 crore. This
idea of integrated financial services providers would
be further exploited to optimum potential in the current
fiscal.

The general insurance market is all set for a paradigm
shift in that the insurance market is opening out fully,
through detariffing, to free market forces of demand
and supply. Your Company has readied itself to meet
the challenge and is determined to convert this as an
opportunity to extend our underwriting potential and
actively select profitable policies. A detariffing cell,
comprising senior executives at Head Office, has been
constituted, who have in turn, imparted training to
numerous personnel in all operating offices to write
various risks according to the guidelines supplied to
them, in lieu of the erstwhile tariffs.

Your Company has established a state of the art Data
Centre at Kolkata besides being first in implementing a
comprehensive |IT Security Policy amongst GIPSA
companies. Implementation of 'GENISYS Enterprise’,
a software for collection, consolidation, analysis of all
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Offices data and Web Enterprise software module
which enables web based policy issue is in the final
stages. Your Company has built up huge databases on
raw Policy and Claim level data for three years which
would be of crucial importance for rating as well as
administrative decision making in the detariffed
regime.

At this juncture | feel that it would be appropriate to
applaud our agents work force who have been doing a
yeoman's service in promoting our personal line
products. | exhort them to work twice as hard in the
coming years to ensure that your Company is
continually preferred as the general insurer and that
the new products designed to suit all wallets and
needs are indeed sought after and purchased as the
better option.

Your Company has launched several new products in
personal line policies, which, as mentioned earlier,
can be customized to suit individual client needs. This
is being done to convey our perception of the
individual needs and resources of our valued loyal
customers and our desire to serve and thus retain our
clientbase.

We have set a target of Rs.3800 crore for the current
fiscal and hope to post a good profit. You would be
happy to know that your Company has acquired
several major business accounts where the premium
earned is in the range of Rs.80 to Rs.100 crore. Your
Company has, as you know, taken extensive
measures to contain claims especially on account of
Motor Third Party. This is an ongoing process and we
propose to concentrate on reducing claims costs by
continuously monitoring from Head Office the claim
disposal rates at the different fora, thereby reducing
burden of interest costs. You would be glad to know
that the acclaimed rating agency CRISIL have
accorded “AAA/STABLE” financial strength rating,
which reflects the highest financial strength to meet
policyholders' obligations.

In pursuance of the long term HR policy of
rejuvenating and reequipping the different
management levels, and improving skills, your
Company has decided to impart training through
customized programmes at premier personnel training
establishments like MDI, Gurgaon.

Prevention of Money Laundering Act, 2002, has
become effective from 1* July 2006, and is applicable
to all financial institutions. In order to discharge
statutory responsibility to detect possible attempts of
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money laundering or financing of terrorism, every
insurer needs to have an AML program which should
include, Internal Policies, procedures and controls,
Appointment of a Principal Compliance Officer,
Recruitment & training of Employees/Agents, Internal
Control/Audit and KYC norms. Accordingly, Anti
Money Laundering Programme of the Company
approved by the Board, was adopted by the Company
in July 2006 and Shri K. Banerjee, Chief Manager,
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Head Office appointed as Principal Compliance
Officer.

Under statutory requirements of the Right to
Information Act, 2005, Shri K. Banerjee, Chief
Manager, at Head Office, has been designated Central
Public Information Officer, together with numerous
officials of almost all of the operating offices, and
together with member companies is engaged in
delineating a common policy regarding the
implementation of and compliance under the Act.

[ would like to take this opportunity to express my deep
appreciation and sincere thanks to my esteemed
colleagues the Directors on the Board of the
Company, for their mature advice and guidance in the
management of the affairs of the Company.

Kolkata
25" September 2006
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| am grateful to our colleagues at our offices all over
the country for their whole-hearted contribution and
their spirited campaign for the cause of the
organisation. | hope they will show the same team
spirit and dedication to lift the Company to greater
heights in future.

We are thankful to the Insurance Regulatory and
Development Authority, for the initiatives taken in

INC OUTGO
CLAIM (Rs.in Crore)
2830.3

EXP OF
PROVN coMm MNGT
55 140.55 882.61

respect of spreading insurance awareness amongst
the people of our country and continuous research
undertaken for the development of the insurance
industry.

| am grateful to the Ministry of Finance, Government of
India for giving us detailed guidelines, in respect of our
day-to-day working as well as future planning.

We would like to thank the Comptroller and Auditor
General of India and the Statutory Auditors for their
proper guidance.

We respect the sentiments of our customers and are
grateful to them for reposing confidence in us at the
crucial hour. We look forward to their continued
supportin future.

Thank you.

Py

(V. Ramasaamy)
Chairman-cum-Managing Director
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ARl Bl feeTd qusd &1 ufde : Report of the Board of Directors to the Members

EESERINEC UdggRT 3791 99ai I gferdes iR 9 1 31 |1, 2006 ¢ AT I & oIl Bl ol glferd Directors take pleasure in hereby presenting their 99" Annual Report and the Audited Statements of Accounts for the
faa=or Uer PRy gU G B year ended 315 March 2006:
fa<ir gRomH FINANCIAL RESULTS
A. GROSS DIRECT PREMIUM
®.  Aho ugel NH (%. P ) (Rs. in crore)
g A KKl fafqe ES Year Fire Marine  Miscellaneous Total
5. 5. 5. 5. Rs. Rs. Rs. Rs.
TR H 2005-06 483.94 173.43 2866.30 3523.67 In India 2005-06 483.94 173.43 2866.30 3523.67
2004-05 (537.64) (251.29) (3010.98) (3799.91) 2004-05 (537.64) (251.29) (3010.98) (3799.91)
afg (%) 2005-06 -9.99 -30.98 -4.81 -7.27 Increase (%) 2005-06 -9.99 -30.98 -4.81 -7.27
2004-05 (4.24) (34.25) (12.01) (12.06) 2004-05 (4.24) (34.25) (12.01) (12.06)
NRT & dEx 2005-06 5.65 2.36 4.66 12.67 Outside India 2005-06 5.65 2.36 4.66 12.67
2004-05 (4.66) (2.15) (3.93) (10.74) 2004-05 (4.66) (2.15) (3.93) (10.74)
gfg (%) 2005-06 21.24 9.77 18.58 17.97 Increase (%) 2005-06 21.24 9.77 18.58 17.97
2004-05 (23.94) (26.47) (15.25) (21.08) 2004-05 (23.94) (26.47) (15.25) (21.08)
ot 2005-06 489.59 175.79 2870.96 3536.34 Total 2005-06 489.59 175.79 2870.96 3536.34
2004-05 (542.30) (253.44) (3014.91) (3810.65) 2004-05 (542.30) (253.44) (3014.91) (3810.65)
g@ (%) 2005-06 -9.72 -30.64 -4.77 -7.20 Increase (%) 2005-06 -9.72 -30.64 -4.77 -7.20
2004-05 (4.38) (34.18) (12.01) (12.08) 2004-05 (4.38) (34.18) (12.01) (12.08)
| = VB b0 {f) +< BXt bl {H) +i< | N | 0 GDPI B NDPI |

(Rs.in Crore)
0 500 1000 1500 2000 2500 3000 3500 4000 4500 0 500 1000 1500 2000 2500 3000 3500 4000 4500

i 1 ! Il ! ! Il 1 ! 1 I Il ! Il 1 1 ! Il 1 !
T T T T T T U T 1 I T T T T T T T T 1

2005-06 | 3536.34 2005-06

3536.34

2004-05 [ 3810.65 2004-05 3810.65
| |
[ |
2003-04 3399.97 2003-04 3399.97
| |
| |
PNl 213088 2869.87 X8l 213083 2869.87
| |

200102 (ST XTI 2430.41 2001 c2 (ST KPR 2430.41
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(B, BRI H)
Ty Sl SEEL fafaer P
g Wt 2005-06 353.32 103.15 2226.53 2683.00
2004-05 (361.22) (123.18) (2347.77) (2832.17)
g 9T arRor (%) 2005-06 7217 58.68 77.55 75.86
2004-05 (66.61) (48.60) (77.87) (74.32)
g€ SUA g 2005-06 246.58 85.60 2498.15 2830.33
2004-05 (144.11) (72.44) (2046.96) (2263.51)
2005-06 69.79 82.99 112.20 105.49
2004-05 (39.90) (58.81) (87.19) (79.92)
HHIS 2005-06 13.23 5.01 122.31 140.55
2004-05 (-20.69) (-5.15) (103.34) (77.50)
2005-06 (%) 3.74 4.86 5.49 5.24
2004-05 (%) (-5.73) (-4.18) (4.40) (2.74)
PECERCE 2005-06 131.45 33.69 717.47 882.61
2004-05 (131.50) (45.13) (682.76) (859.39)
2005-06 (%) 37.20 32.66 32.22 32.90
2004-05 (%) (36.40) (36.65) (29.08) (30.34)
I ITA(-)/F (+) 2005-06 0.27 0.03 -0.75 -0.45
2004-05 (-0.56) (0.81) (-1.09) (-0.84)
2005-06 (%) 0.08 0.02 -0.03 -0.02
2004-05 (%) (-0.16) (0.66) (-0.05) (-0.03)
ST SReR SRR § gfy 2005-06 -3.95 -15.60 -60.62 -80.17
2004-05 (8.63) (10.18) (149.21) (168.02)
2005-06 (%) -1.12 -15.13 2.72 -2.99
2004-05 (%) (2.39) (8.26) (6.36) (5.93)
et o et ) amm 2005-06 61.48 30.50 692.71 784.70
_ 2004-05 (40.46) (23.48) (469.06) (533.00)
afed e g (g o r | 2005-06 (%) 17.40 29.57 31.11 29.25
R R 2004-05 (%) (11.20) (19.06) (19.98) (18.82)
e sirguTfae fewm) 2005-06 27.22 24.93 -357.32 -305.17
2004-05 (138.69) (23.25) (-164.35) (-2.41)
Y& JHTeTES A (+)/3 () 2005-06 (%) 7.70 24.17 -16.05 11.37
2004-05 (38.39) (18.88) (-7.00) (-0.09)
T, $rf gRoma

(3. B_Ts H)
2005-06 2004-05
g 4191 T o (+) 81 () -305.17 (-2.41)
e @ fawr & v afd s, arien iR faRma | 225.05 (152.17)

(IRRYRBT & oG | FEgarord ¥
=T T SR @ 20.48 (-8.55)
B qd o (+)/20() -59.64 (141.21)
BRI & forg uraem 55.00 (2.69)
SRR Y 0 (7.34)
B U g o1 (+)/T(-) -114.64 (131.18)
ool qui & foIU HRIEE &1 FHR—ISH/ B AT _102'32 (153??2))
& forg wwe i -106.25 102.62
AT STRfET # SfaRd . (102.62)
TR T 0 (25.00)
SIGINAGIGERY G 0 (3.50)

B. UNDERWRITING EXPERIENCE
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(Rs. in crore)

Year Fire Marine  Miscellaneous Total

Rs. Rs. Rs. Rs.

Net Premium 2005-06 353.32 103.15 2226.53 2683.00
2004-05 (361.22) (123.18) (2347.77) (2832.17)

Net Retention(%) 2005-06 7217 58.68 77.55 75.86
2004-05 (66.61) (48.60) (77.87) (74.32)

Net Incurred Claim 2005-06 246.58 85.60 2498.15 2830.33
2004-05 (144.11) (72.44) (2046.96) (2263.51)

2005-06 69.79 82.99 112.20 105.49

2004-05 (39.90) (58.81) (87.19) (79.92)

Commission 2005-06 13.23 5.01 122.31 140.55
2004-05 (-20.69) (-5.15) (103.34) (77.50)

2005-06 (%) 3.74 4.86 5.49 5.24

2004-05 (%) (-5.73) (-4.18) (4.40) (2.74)

Expenses of Management 2005-06 131.45 33.69 717.47 882.61
2004-05 (131.50) (45.13) (682.76) (859.39)

2005-06 (%) 37.20 32.66 32.22 32.90

2004-05 (%) (36.40) (36.65) (29.08) (30.34)

Other Income (-) Outgo (+) 2005-06 0.27 0.03 -0.75 -0.45
2004-05 (-0.56) (0.81) (-1.09) (-0.84)

2005-06 (%) 0.08 0.02 -0.03 -0.02

2004-05 (%) (-0.16) (0.66) (-0.05) (-0.03)

Increase in Reserve for 2005-06 -3.95 -15.60 -60.62 -80.17
Unexpired Risks 2004-05 (8.63) (10.18) (149.21) (168.02)
2005-06 (%) -1.12 -15.13 -2.72 -2.99

2004-05 (%) (2.39) (8.26) (6.36) (5.93)

Investment Income including 2005-06 61.48 30.50 692.71 784.70
Profit on Sale of Investments (-) 2004-05 (40.46) (23.48) (469.06) (533.00)
(Proportionate share apportioned 2005-06 (%) 17.40 29.57 31.11 29.25
to Revenue Accounts) 2004-05 (%) (11.20) (19.06) (19.98) (18.82)
Net Underwriting Profit (+)/ 2005-06 27.22 24.93 -357.32 -305.17
Loss (-) 2004-05 (138.69) (23.25) (-164.35) (-2.41)
2005-06 (%) 7.70 2417 -16.05 -11.37

2004-05 (38.39) (18.88) (-7.00) (-0.09)

C. WORKING RESULTS

(Rs. in Crore)

2005-06 2004-05
Net Underwriting Profit (+) / Loss (-) -305.17 (-2.41)
Interest, Dividend & Rent Income Including profit on sale of Investments 225.05 (152.17)
(Proportionate share apportioned to Shareholders' Account)
Other Income & Outgo 20.48 (-8.55)
Profit (+)/Loss (-) before Tax -59.64 (141.21)
Provision for Taxation 55.00 (2.69)
Deferred Tax 0 (7.34)
Net Profit (+)/Loss (-) after Tax -114.64 (131.18)
Adjustment for Taxation for earlier Years/Tax Refunds 8.39 (-0.06)
Balance available for appropriation -106.25 (131.12)
Transfer to General Reserve -106.25 (102.62)
Proposed Dividend 0 (25.00)
Dividend Distribution Tax 0 (3.50)
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FEVEENE “EE@) OFF EiF@h DISTRIBUTION ACROSS PORTFOLIOS

(3. BRI H)

(Rs. in Crore)

MARINE FIRE MISC

=[Ri e

2498.15

2498.15

DB +E3E  EoEGI0 OF EElE . INVESTMENT INCOME & PROFIT ON SALE

(Rs. in Crore)

01-02 '02-'03 '03-04 '04-05 '05 06 '01-02 '02-03 '03-04 '04-05 '05 06
mm DR+ 439.77 485.88 662.69 685.17 1009.75 =W INVESTMENT INCOME | 439.77 485.88 662.69 685.17 1009.75
—— G OF EE 19.70 99.54 21357 245.09 528.03 —— PROFIT ON SALE 19.70 99.54 21357 245.09 528.03
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SRS G] Pl BV :
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AHET TRIeT 1008.58 1108.58 1114.83 1214.83
A : 1346.57 1426.74
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D. CAPITAL & FUNDS (Rs. in crore)
2005-06 2004-05

SHAREHOLDERS' FUND :

Paid-up Capital 100.00 100.00

General Reserve 1008.58 1108.58 1114.83 1214.83

POLICYHOLDERS' FUND :

Reserve for Unexpired Risks 1346.57 1426.74

Estimated Liability for Outstanding 3380.75 2809.08

claims at the end of the year 4727.32 4235.82
5835.90 5450.65

The accretion in total funds in 2005-06 has been Rs.385.25 crore (the decrease in Shareholders' Fund being Rs.106.25
crore and increase in Policyholders' Fund Rs.491.50 crore) as against Rs.435.87 crore in the previous year.

The total assets of the Company increased by Rs.3535.49 crore and amounted to Rs.13806.44 crore as against
Rs.10270.95 crore during previous year.

SHAREHOLDERS’ & POLICYHOLDERS’ FUNDS
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[0 SHAREHOLDERS' FUND M POLICYHOLDERS' FUND
WORKING RESULTS :
In pursuance of the Company's policy, adopted Gross Direct Premium of Rs.3523.67 crore in India,
in 2005-06, to eschew consistently loss prone policies, written by the Company as against Rs.3799.91 crore in
the marketing strategy was reengineered with the resulting 2004-05.
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Gross Direct Premium & Claims in India (Without IBNR) :

2006

TO THE NATION

(Rs.in crore)

CLASS GROSS DIRECTIN INDIA
PREMIUM INCOME INCURRED CLAIMS

2005-06 | 2004-05 | GROWTH 2005-06 2004-05 GROWTH
IN
ICR
Rs. Rs. % Rs. % Rs. % %
FIRE 483.94 537.64 -9.98 721.80 | 149.15 278.82 51.86 187.60
MARINE CARGO 127.61 150.76 -15.35 124.46 97.53 82.40 54.66 78.43
MARINE HULL 45.82 100.53 -54.42 239.34 | 522.35 5.78 575 |8984.34
MOTOR OD 1321.93 1366.54 -3.26 845.94 63.99 714.88 52.31 22.33
MOTORTP 524.48 641.88 -18.29 1471.85 | 280.63 | 1207.53 | 188.12 4917
ENGINEERING 109.27 107.82 1.34 47.90 43.84 -106.51 | -98.78 144.38
AVIATION 84.55 40.90 106.72 79.14 93.60 10.89 26.63 251.48
P A. 83.63 106.56 -21.51 134.52 | 160.85 104.53 98.09 63.98
HEALTH 414.01 380.86 8.70 528.34 | 127.62 487.69 | 128.05 -0.34
W.C. 22.57 20.03 12.68 6.96 30.84 6.83 34.10 -9.56
PUBLIC LIABILITY 14.33 15.01 -4.53 2.27 15.84 1.34 8.93 77.37
RNTB 92.03 94.51 -2.62 49.42 53.70 44.04 46.60 15.24
OTHER MISC. 199.50 236.87 -15.77 155.65 78.02 127.10 53.66 45.40
TOTAL 3523.67 | 3799.91 -7.26 4407.59 | 125.08 | 2965.32 78.04 60.28

(B. PRIs H)
e YRd H APl UIel
MR o SENGECE]]
2005-06 | 2004-05 g §§ 2005-06 2004-05
IN
ICR
Rs. Rs. % Rs. % Rs. % %
SN 483.94 537.64 -9.98 721.80 | 149.15 278.82 51.86 187.60
HHST e 127.61 150.76 -15.35 124.46 97.53 82.40 54.66 78.43
|l urd 45.82 100.53 -54.42 239.34 | 522.35 5.78 575 |8984.34
orex . o 1321.93 1366.54 -3.26 845.94 63.99 714.88 52.31 22.33
Hex . U 524.48 641.88 -18.29 1471.85 | 280.63 | 1207.53 | 188.12 49.17
SRRRIRAT 109.27 107.82 1.34 47.90 43.84 -106.51 | -98.78 144.38
I 84.55 40.90 106.72 79.14 93.60 10.89 26.63 251.48
iy 83.63 106.56 -21.51 134.52 | 160.85 104.53 98.09 63.98
Y 414.01 380.86 8.70 528.34 | 127.62 487.69 | 128.05 -0.34
Sy Gl 22.57 20.03 12.68 6.96 30.84 6.83 34.10 -9.56
S SIEr 14.33 15.01 -4.53 2.27 15.84 1.34 8.93 77.37
IRTTS 92.03 94.51 -2.62 49.42 53.70 44.04 46.60 15.24
=y fafey 199.50 236.87 -15.77 155.65 78.02 127.10 53.66 45.40
@T'l 3523.67 | 3799.91 -7.26 4407.59 | 125.08 | 2965.32 78.04 60.28
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PREMIUM DISTRIBUTION

Classwise GDPI (India) Breakup
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