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Chairman's communiqué to the Members of National Insurance

Company Limited at the 104th Annual General Meeting held on

Monday, 19th September 2011 at 3, Middleton Street, Kolkata -700 071

On behalf of the Board of Directors, Management
and Staff of National Insurance Company Limited I
am very happy to welcome you to the 104th Annual
General Meeting of the Shareholders of the
Company and pleased to place before you the
Companys Annual Report and Financial Statements
for the year ended  31st March, 2011.

Macro-Economic Environment

The Indian Economy has emerged with remarkable
rapidity from the slowdown caused by the global
financial crisis of 2007-09. Indian Economy
rebounded robustly from the global financial crisis
in large part because of strong domestic demand.
Economic growth as measured by the Gross
Domestic Product, improved to 8.5% in 2010-11
from 7.2% in 2009-10 due to better farm output,
construction activity and financial services
performance.  Inflation which remained at an
elevated level for a larger part of the fiscal 2010-11,
largely driven by food items, a sequenced and
gradual withdrawal of the monetary accommodation
helped to contain inflationary pressure.

During the past three years, identified as the period
of economic stresses, the Indian Economy
withstood two shocks in rapid succession with
resilience and strength : (a) a  collapse in world
growth, finances & trade with onset of the global
financial crisis in 2007-09; and (b) domestically
following a year of negative growth in agriculture
and allied sectors in 2008-09, erratic monsoons
resulted in a severe drought in 2009-10 and
unseasonal  late  rains affecting the winter season
crops in 2010-11. In spite of continued  high inflation
and temporary slowdown in industrial growth the
dynamism in overall growth is evident. Thanks to
closer monitoring and systems improvements by
the Government, a  series of social protection

measures have considerably strengthened the
ability to withstand the shocks. The growth in
industrial sector exhibited buoyancy with growth
varying widely in the range of 2.7% to 16.6%.  Within
manufacturing sectors, the capital goods segment
has been the main driver of growth. It has shown
some volatility as it registered a growth of 3.5 % in
the first quarter of 2009-10, surged up to 45.7%
during the  fourth quarter of the last financial year.
Post recovery, industrial output growth has been
largely driven by a few sectors such as automotive
sector along with a revival in cotton, textiles, leather,
food products and metal products.

In Indian Economy,the service sector shares 57.2%
in the GDP. High growth service categories include
financing, insurance, transport, communication and
business services.  Since  2005-06 the service
sector maintained 10% growth rate even during the
crisis years.

The global economy was estimated to have grown
rapidly in 2010 by 5% according to January 2011
World Economic Outlook. Whilst the advanced
economies are encountering inflationary pressures
arising out of high commodity prices and  high  level
of unemployment, the consequential impact of triple
disasters in Japan i.e. earthquake, tsunami &
nuclear crisis also looms large on the global
economy.

Considering the growth rate of Indian Economy for
the last five consecutive years, supported by the
latest data on savings & investments, the Country
is expected to grow by 9% in the current fiscal
2011-12.

Indian General Insurance Business Scenario

India's non-life General Insurance industry
witnessed a growth of 23% in premium income for
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the fiscal ended on 31st March 2011. The industry
consisting of 24 players earned a total premium of
`425.66 billion in the last fiscal against `346.27
billion in 2009-10. All the four state owned non-life
insurers have jointly collected a total premium
amount of `250 billion, while the private general
insurance companies made a collection of ̀ 175.66
billion during the financial year 2010-11.

Indian Health Insurance Market has emerged as a
lucrative growth avenue for both the existing as well
as new entrants. The health insurance premium is
growing at a Compound Annual Growth Rate
(CAGR) of around 35%.

In our Country, the penetration of mainstream
insurance in General Insurance is 0.65% of GDP
which is still quite low. A low penetration rate is
actually perceived as a golden opportunity for the
industry to grow and prosper. India's insurance
market proved to be resilient throughout the recent
global economic uncertainties. The strong
economic growth with a growing middle class,
innovative product development, efficient risk
management, a sound distribution machinery and
effective client servicing are the critical factors that
will fuel development of non-life insurance business
in India in the ensuing years.

Financial and Operational Performances

Your Company witnessed another year of high
business growth in the fiscal 2010-11. During the
year under review Global Gross Direct Premium of
our Company was `6245.17 crore as against
`4645.97 crore in the previous year, thereby
recording an overall increase of 34.42% of premium
income. The net premium income of the Company
was `5389.71 crore in 2010-11 as against
`3977.65 crore in 2009-10 with a retention ratio of
86.30% current year against previous year's ratio
of 85.62%.

Overall Net Incurred Claim on Net Earned Premium
had gone up to 97.05% in the last fiscal from 85.05%
in 2009-10 mainly due to Additional Provisioning
towards Motor TP Pool as per IRDA's Order dated
12th March 2011. Fire & Marine portfolios have

resulted in a surplus of `157.23 crore and `17.47
crore respectively. Underwriting performance of
Miscellaneous portfolios continued to show losses
and rose to `445.60 crore in 2010-11 as against
`66.57 crore in the previous year.

Total investment in India stands at `8386.66 crore
as on 31st March 2011 as against `6365.40 crore
as on 31st March 2010. Investment income
(inclusive of Profit on Sale / Redemption) has
increased to `1819.68 crore in 2010-11 from
`1348.43 crore in 2009-10.

The Company earned a Net Profit of `75.40 crore
Before Tax in 2010-11.

Solvency Margin : The Solvency Margin of the
Company was 1.34 as on 31st March 2011 which
is well above the required margin at 1.30.

The Company continued to enjoy "AAA/STABLE"
rating by CRISIL which indicates the highest
financial strength of the Company to meet the
obligation of policyholders at any point of time.

Reinsurance

Losses from Haiti and Chilean earthquakes coupled
with other incidents like floods and landslides in
Madeira, Portugal in February, storms in several US
states, severe floods in central Europe in June and
widespread flooding in Australia were sufficient to
erode the entire catastrophe excess of loss
premium base of the reinsurance industry. Though
the markets that suffered catastrophe losses in
2010 witnessed prices increase, the underlying
trend elsewhere was one of rate reductions driven
due to excess capital in the reinsurance market.
However, majority of the traditional reinsurers
showed an antipathy to writing Proportional covers
in view of falling premium and increased loss ratios.
As there was pressure on reinsurers to improve
profitability, concentration was on Excess of Loss
program which continued to be stable because of
the effects of healthier balance sheets.

The renewal slips of our Proportional Treaties for
2010-11 were floated in the international market with
expiring limits except for miscellaneous treaty which
was increased to tap the potential growth in retail
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and SME due to insurance penetration in the
Country. The commission levels of all the surplus
treaties were maintained at expiring levels. However,
despite reinsurers trying to impose stringent
conditions like co-insurance clause, restrictions on
domestic facultative, minimum PML, cession limits
etc, we have after hard and insistent negotiations
been able to renew our Proportional treaties on our
slip terms.

Indian market is undergoing constant changes
influenced by various factors such as opening up
of more non-life insurers, regulatory changes,
impending amendments to the insurance
legislation, and consumer behavior.  We are
constantly adapting to these changing external
environments and developing strategies keeping the
basic objective of profitability.

As regards our non-proportional program (Net
Account excess of loss program), reinsures'
requirement for enhanced underwriting information
continued to escalate. We have been largely able
to mitigate this by being able to provide sum insured
exposures and risk profiles.  We have also been
able to structure and put in place two new covers
i.e. Aviation excess of loss and Liability excess of
loss after exploring the reinsurance market for good
leads. Despite procuring additional capacity in our
Foreign Inward Retro program and buying two
additional covers, the XL cost vis-à-vis GNPI
increased only marginally. The other excess of loss
covers were renewed on expiring cover limits. We
are pleased to report that the secured prices and
conditions commensurate with the exposures and
loss experience.

During 2010-11, we have won back some of the
major accounts and also secured new mega/large
accounts by being able to obtain competitive
Facultative reinsurance rates and terms from the
reinsurance market.

Consequent to arranging suitable reinsurance
protection at optimum rates, our Net retained
premium within the Company has gone up to
86.30% in 2010-11 from 85.62% in 2009-10.

Strategic Alliances

As on 31st March 2011, the total premium from the

strategic alliances with Maruti, Hero Honda, Tata
Motors, Honda Siel, Nissan, MAGMA and
Bancassurance business was `1438 crore as
against `1104 crore as on 31st March 2010,
registering a growth rate of 30.25% as against a
growth of 4.12% during the previous financial year.
The contribution of strategic alliance business to
the total GDPI of the Company in the Financial Year
2010-11 is 23.50%.

The Bancassurance business growing at a rate of
12.11% has generated a premium of ̀ 259.86 crore
during the year 2010-11 as against `231.78 crore
during the previous financial year. The four major
banks which contributed to most of the
bancassurance business are Bank of India, Bank
of Baroda, State Bank of Bikaner & Jaipur and State
Bank of Mysore.

During the year 2010-11, the Strategic Alliances
Management department has undertaken several
new initiatives which include:

l Company has tied-up with yet another high
profile automobile manufacturer, Nissan Motors.
Another tie-up with Tata Motors (Commercial
Vehicles Business Unit) is in advance stage of
finalization.

l Strengthening of the structural changes related
to NATMAR business, by taking the number of
NATMAR Business Hubs to 16 in all as
compared to 6 during the previous financial
year.

l Company continued with its Claims
Management efforts in NATMAR business,
improving the Turnaround Time and Incurred
Claims Ratio.

l Own Damage Incurred Claims Ratio of
NATMAR business has improved from over 91%
during the year 2009-10 to 68% during the
current Financial Year. The overall Incurred
Claims Ratio has improved from 83% during
the year 2009-10 to 67% during the year
2010-11.

l Turnaround Time for claim settlement in
NATMAR business has improved considerably.
As on 31st March 2011, 85% claims are settled
within two weeks from the receipt of claims
documents.
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However, the new regulatory provisions relating to

strategic alliances are likely to have impact on the

business.

Health Insurance Management

Your Company has grown at an impressive rate of

47% in health insurance during 2010-11 to achieve

a business figure of `1582 crore from `1078 crore

in the previous year.

The servicing of Health claims are being largely

made through Third Party Administrators. In order

to strengthen the control over the  performance of

TPAs, target for ICR and claims disposal have been

fixed for them for the fiscal 2010-11,  Health Cell  in

the Regional Offices were activated. Steps were

taken to review the performance of TPAs under the

Regional Offices having high claim ratio. The group

tailor made policies with ICR exceeding 90% were

reviewed in mid-term and measures were decided

to check the  adverse claim ratio. The concept of

Preferred Provider Network (PPN) was introduced

in Mumbai, Chennai, Delhi and Bengaluru to control

costs and improve management of health portfolio.

Your Company booked a premium of `80.53 crore

from Rashtriya Swastha Bima Yojana (RSBY)

during the last fiscal covering 14.11 million persons

in eight states of the Country under the BPL

category.

Publicity

The publicity plan for 2010-11 provided maximum

visibility of brand NIC through structured media plan

which included electronic, print, outdoor  events to

ensure extensive reach of the advertising message.

Your Company's well  structured publicity activities

contributed to making  NIC a visible and  vibrant brand.

Corporate Social Responsibility

As a part of Corporate Social Responsibility

National Insurance collaborated with NGOs,

Orphanages, Special Schools, Rotary Clubs, Tiger

Conservation Projects, Health Care Promotion and

Sporting activities by way of sponsorship of such

events.  Brand NIC also made inroads into the

psyche of young & educated generation through

sponsorship of seminars and workshops

conducted in eminent educational & professional

institutions.

Business Process Re-engineering and

Information Technology

The role of IT in service sector is very crucial for all

round development of the industry.

HCL(T) and eBao are developing applications under

Enterprise Architecture Solutions for your Company.

Tracks such as Core Insurance, CRM, MDM, IDM,

Portal, HRMS, Financial Documentum, DWBI etc.

are independently developing the applications. HCL

has already completed 107 products and the same

are in testing stage.

User Acceptance Tests have been carried out.

Defects fixing cycles are being monitored and

regression testing is being conducted. Performance

and Load tests are being carried out by PwC and

the production environment is fine tuned by HCL(T).

HR data on various parameters such as personal

information, job profile etc. have been collected from

all the employees as the first module of HRMS

implementation, Centralized payroll would be

implemented. Live run for centralized payroll has

commenced under Chennai RO and Calcutta ROI.

The Primary Data Centre at VSNL site at Ultadanga,

Kolkata has become operational. The internet,

MPLS connectivity has been set up. Security, mail

and Infrastructure Management Servers are already

running from Primary Data Centre. At the Disaster

Recovery Centre in Bengaluru, hardware delivery

and installation have been completed.

Online Grievance Redressal Module has been set

up. All offices are connected to this application

through intranet for posting the replies and status

of grievances. Customers can track the status of

their grievances online.
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The main Data Centre has become operational in

Kolkata during the year. The Data Centre is now

hosting the applications for Business Centres, UW

Approvals, Tie-up claims settlement, Claims Hub,

Web-based Policy issuance etc. Data Centre,

Disaster Recovery Centre and Near Centre are now

fully operational to enable three-way replication of

data.

Parallel run has been commenced from May 2011.

After parallel run, live rollout is proposed to

commence from July 2011. It is proposed to rollout

the integrated EASI application with workflow based

functionalities for 107 products. The remaining 103

products are proposed to be rolled out from

December 2011.

Also on the anvil are web based applications for

funds deployment, application for roll out centralized

cash management service for bank collections and

disbursements pan India.

Human Resource Development

Your Company had recorded an all time high growth

and accretion in PSU Segment which the industry

had witnessed for the first time. Effective

communication channels, best HR Practices

coupled with an objective and transparent approach

in all employee related matters have played a key

role improving the employee morale leading to a

high productivity.

‘NICian’ the word coined by the Company to forge

bondage and camaraderie amongst the employees

had a deep impact on molding the employee into a

compact team. In recognition of the principle of

employee as an internal customer, your company

had also launched an internal grievance redressal

(N. S. R. Chandraprasad)

Chairman-cum-Managing Director

forum titled as “National Insurance Company

Employees’ Grievance Redressal Forum”

(NICEGRF) to provide for a Structured System for

redressal of employees grievance within a definite

time frame. The said system enables an aggrieved

employee to approach the highest authority in the

company to seek redressal of his grievance.

Apart from imparting in-house training at NCIL,

Narendrapur and RTCs, officers were nominated

for different out side training institutes to develop

their technical, administrative and managerial skills.

While 2010-11 was a year of improvement in the

insurance business of your Company , it also saw

adoption of various measures in  certain loss giving

branches. Your Company was able to close the last

fiscal with a modest profit for two consecutive years

and it is expected that your Company will climb new

heights in insurance market maintaining continuity

in real growth in 2011-12 also.

As ever, I have utmost confidence in our colleagues

to handle the new challenges professionally. I put

on record my thanks to our valued customers and

stakeholders for their abiding trust in us. I thank the

esteemed Board of Directors of the Company,

Insurance Regulatory & Development Authority,

Ministry of Finance, Government of  India, Comptroller

and Auditor General of India and Statutory Auditors

for their crucial advice and guidance.

Once again my sincere thanks to our valued

customers, agents, brokers and business partners

for their continued support and we reaffirm our

commitments to live up to their expectation. We

look forward to being of continued service

throughout 2011 and beyond.
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REPORT OF THE BOARD OF DIRECTORS TO THE MEMBERS

Your Directors takes immense pleasure in submitting their 104th Annual Report and the Audited Statement of Accounts
for the financial year ended 31st March 2011.

FINANCIAL RESULTS

SUMMARISED FINANCIAL RESULTS AS ON 31ST MARCH 2011

(` in crore)

Particulars Fire Marine Misc Total

Gross Direct Premium Income - India CY 570.79 304.57 5345.36 6220.72

PY 426.52 238.97 3959.68 4625.17

(% Growth) CY 33.82 27.45 34.99 34.50

PY 8.37 19.02 7.44 8.07

Gross Direct Premium Income - Outside India CY 6.46 3.07 14.92 24.45

PY 6.48 3.78 10.54 20.80

(% Growth) CY -0.31 -18.78 41.56 17.55

PY 15.51 14.20 49.93 30.41

Gross Direct Premium Income - Total CY 577.25 307.64 5360.28 6245.17

PY 433.00 242.75 3970.22 4645.97

(% Growth) CY 33.31 26.73 35.01 34.42

PY 8.47 18.94 7.52 8.15

Reinsurance Premium Accepted - India CY 108.14 19.23 557.21 684.58

PY 81.11 11.04 443.22 535.37

Outside India CY 0.04 0 0.01 0.05

PY 0.05 0 0.02 0.07

Total CY 108.18 19.23 557.22 684.63

PY 81.16 11.04 443.24 535.44

Reinsurance Premium Ceded - India CY 205.51 157.70 1169.63 1532.84

PY 133.44 120.74 943.73 1197.91

Outside India CY 3.10 0 4.15 7.25

PY 3.91 0 1.94 5.85

Total CY 208.61 157.70 1173.78 1540.09

PY 137.35 120.74 945.67 1203.76

Net Premium - India CY 473.42 166.10 4732.94 5372.46

PY 374.19 129.27 3459.17 3962.63

(% Growth) CY 26.52 28.49 36.82 35.58

PY 13.84 4.42 8.40 8.76

(% to Gross Premium) CY 82.94 54.54 88.54 86.36

PY 87.73 54.09 87.36 85.68
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Net Premium Outside India CY 3.40 3.07 10.78 17.25

PY 2.62 3.78 8.62 15.02

(% Growth) CY 29.77 -18.78 25.06 14.85

PY 122.03 14.20 55.60 49.75

(% to Gross Premium) CY 52.63 100.00 72.25 70.55

PY 40.43 100.00 81.78 72.21

Total Net Premium CY 476.82 169.17 4743.72 5389.71

PY 376.81 133.05 3467.79 3977.65

(% Growth) CY 26.54 27.15 36.79 35.50

PY 14.22 4.67 8.48 8.87

(% to Gross Premium) CY 82.60 54.99 88.50 86.30

PY 87.02 54.81 87.35 85.62

Addition/Reduction in Un-expired Risk Reserve CY 50.00 26.84 548.92 625.76

PY 23.46 2.82 135.58 161.86

(% to Net Premium) CY 10.49 15.87 11.57 11.61

PY 6.23 2.12 3.91 4.07

Earned Premium CY 426.82 142.33 4194.80 4763.95

PY 353.35 130.23 3332.21 3815.79

Incurred Claims Net CY 241.76 112.66 4268.85 4623.27

PY 202.88 47.52 2994.97 3245.37

(% to Earned Premium) CY 56.64 79.15 101.77 97.05

PY 57.42 36.49 89.88 85.05

Commission Net CY 14.21 11.90 229.33 255.44

PY 12.20 10.96 208.25 231.41

(% to Earned Premium) CY 3.33 8.36 5.47 5.36

PY 3.45 8.42 6.25 6.06

Expenses of Management CY 144.24 51.54 1406.53 1602.31

PY 121.83 45.04 1132.71 1299.58

(% to Earned Premium) CY 33.79 36.21 33.53 33.63

PY 34.48 34.58 33.99 34.06

Other Income(-)/Outgo(+) C/Y 1.06 0.61 1.66 3.33

P/Y 1.33 0.82 5.96 8.11

Underwriting Results CY 25.55 -34.38 -1711.57 -1720.40

PY 15.11 25.89 -1009.68 -968.68

(% to Earned Premium) CY 5.99 -24.16 -40.80 -36.11

PY 4.28 19.88 -30.30 -25.39

Investment Income - Policyholders CY 131.68 51.85 1265.97 1449.50

PY 101.35 45.12 943.11 1089.58

Revenue Policyholders’ Account (Surplus) CY 157.23 17.47 -445.60 -270.90

PY 116.46 71.01 -66.57 120.90

Investment Income - Shareholders CY 370.63

PY 258.85
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CAPITAL & FUNDS

(` in crore)

Particulars 2010-11 2009-10

Shareholders’ Fund :

Paid-up Share Capital 100.00 100.00

General Reserve 1481.46 1581.46 1481.46 1581.46

(including Deferred Tax Reserve)

Policyholders’ Fund :

Reserve for Unexpired Risks 2622.71 1996.95

Estimated Liability for Outstanding Claims at 5068.53 7691.24 4187.95 6184.90

  the end of the year

9272.70 7766.36

The accretion in total funds in 2010-11 has been ̀ 1506.34 crore as against ̀ 431.37 crore in the previous year. The total

assets of the Company amounted to ̀ 19365.22 crore as against ̀ 18000.47 crore in 2009-10.

Total Investment Income CY 1820.13

PY 1348.43

Provision for Doubtful Debts CY 22.53

PY 113.00

Other Income less outgo CY -1.80

PY 1.84

Profit Before Tax CY 75.40

PY 268.59

Provision for Tax CY 0.75

PY 48.70

Profit After Tax CY 74.65

PY 219.89

Proposed Dividend CY 0

PY 43.98

Dividend Distribution Tax CY 0

PY 7.47

Tax Adjustment for earlier years CY 0.24

PY 4.97

Transfer to General Reserve/Contingency Reserve CY 74.89

PY 173.41
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NET INCURRED CLAIMS:

The overall Net Incurred Claim on earned premium
has gone up to 97.05% in 2010-11 from 85.05% in
2009-10 with marginal increase in Net Retention
from 85.62% in the last fiscal to 86.30% in the current
fiscal.

EXPENSES OF MANAGEMENT:

As per the provision of Section 40C of the Insurance
Act, 1938, the permissible limit of expenses being
a ratio of the business underwritten, after due
adjustment, was ̀ 1228.96 crore as against ̀ 913.14
crore in 2009-10. As against the allowable limit as
aforesaid, the actual expenses incurred on
business operations in India, after due adjustment,
amounted to `1597.64 crore. The Company has
been making determined efforts to curtail the
expenses and to bring it within the permissible limit
as per Insurance Act.

The Company has recorded a Net Profit Before Tax
of `75.40 crore in the current year as against Net
Profit Before Tax of `268.59 crore in the previous
year.

Fire and Marine portfolio has shown to be profitable
resulting in a surplus of `157.23 crore and `17.47
crore respectively. The underwriting performance
of miscellaneous portfolio continues to show losses
of `445.60 crore.

DIVIDEND :

The Board is not recommending dividend on the
profit made of `74.65 crore as the same is not
available for distribution as per the guidelines of IRDA
dated 2nd February 2011.

COMPLIANCE OF SOLVENCY MARGIN

REQUIREMENTS :

The Company has the solvency margin of 1.34 as
at 31st March 2011, calculated as per the method
prescribed under IRDA (Assets, Liabilities and
Solvency Margin of Insurers) Regulations, 2000.

CRISIL RATING :

The Company continues to enjoy the “AAA/STABLE”
rating by CRISIL, which reflects the highest financial
strength to meet the policyholders’ obligations.

DONATIONS, ENTERTAINMENT, FOREIGN
TOURS & PUBLICITY :

The expenses incurred on donations, entertain-
ment, foreign tours and publicity & advertisement
are furnished herein below :

(in ̀ )

FOREIGN EXCHANGE EARNINGS AND
OUTGO :

The income and outgo in foreign exchange
aggregated to `43.70 crore and `17.33 crore
respectively. The income was on account of inward
reinsurance acceptances, claims recovery on
outward reinsurance cessions, inward remittances
of funds and investments, while outgo was due to
outward reinsurance cessions, claim settlement on
inward reinsurance acceptances.

INVESTMENT :

The total Investment in India stands at `8386.66
crore as on 31st March 2011 as against `6365.40
crore as on 31st March 2010. Out of this, investment
in socially oriented sectors which include Central
and State Government Securities, Government
Guaranteed Bonds, Infrastructure Bonds, Loans to
HUDCO and various State Governments for
Housing and Fire Fighting Equipments amounts to
`4324.06 crore as on 31st March 2011 as against
`3188.26 crore as on 31st March 2010.

Investment Income (inclusive of profit on sale/
redemption) has increased to `1819.68 crore in
2010-11 from `1348.45 crore in the previous year.
The corresponding yield on Investment for 2010-11
is 24.66% as against 22.24% in the previous year.

The Company has generated an accretion of
Investment Fund to the tune of `2021.26 crore in
the current year as against `611.06 crore in the
previous year. The Company continued to operate
actively in the Secondary Market and the profit
earned on the sale of securities of the Company
has been ̀ 1148.72 crore as against last year figure
of `789.83 crore.

Particulars 2010-11 2009-10

Donations Nil Nil

Entertainment 9,30,034 18,38,886

Foreign Tours 24,53,448 11,03,055

Publicity & Advertisement 8,04,89,858 10,00,95,361
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The Company has followed the IRDA Norms relating
to classification of Loans and Debentures and
provision for Non-Performing Assets (NPA) as
applicable to the Financial Institutions. The total
provision for NPA has decreased by `5.49 crore in
2010-11 and the net NPA percentage has come
down to 0.94% in the current year as compared to
1.20% in previous year. The Company has
recovered `4.08 crore from NPA during the year
2010-11.

Investment written off/down during the year was
`0.46 crore as against the last year figure of `1.68
crore.

The aggregate book value in Equity Investment in
India as at 31st March 2011 amount to `2216.43
crore. As against the book value, the market value
of these Equity Shares stood at `10357.20 crore
as on 31st March 2011, showing an appreciation of
467.29%.

REINSURANCE :

The year 2010 proved to be a difficult year for the
reinsurance industry after it suffered one of the most
costly first halves on record.  Spiraling cost from
the Haiti and Chilean earthquake along with storms
in China severely hit the reinsurers' margin. Despite
the lower loss of life, Munich Re reported that the
Chile quake was the second most expensive
earthquake on record, with insured losses of around
$8 billion due to high insurance penetration levels.
These losses coupled with other incidents like
floods and landslides in Madeira in February, storms
in several US states, severe floods in central Europe
in June and widespread flooding in Australia, were
sufficient to erode the entire catastrophe excess of
loss premium base. The total cost from these
catastrophe on the global insurance industry stands
at an estimated $36 billion, an increase of 34% over
the previous year. Despite huge insured losses in
the first six months, further losses were arrested
due to an unexpectedly benign US hurricane
season with no land-falling events. Although
markets that suffered catastrophe losses in 2010,
saw prices increase, the underlying trend elsewhere
was one of rate reductions driven due to excess
capital in the reinsurance market. According to the
Guy Carpenter World Rate on Line (ROL) Index,
global catastrophe reinsurance rates fell by 6
percent on an average through the 2010 renewal
season. However, majority of the traditional

reinsurers showed an antipathy to writing
Proportional covers in view of falling premium and
increased loss ratios. As there was pressure on
reinsurers to improve profitability concentration was
on Excess of loss programme which continued to
be stable because of the effects of healthier balance
sheets.

The Indian economy with its robust growth, along
with ongoing liberalization, easing of investment
rules provided impetus for both domestic and
foreign insurers. Expectedly, price decontrol
consequent to detariffing led to steady fall in
premium rates, but lately there has been
appreciation amongst the insurers about the need
to stabilize rates in Property and Engineering
insurance which has witnessed stiff pricing
competition. With price discounts on the retreat,
the growth rate for the Fire and Engineering portfolio
improved to 16.8% during April-September 2010 and
is expected to perform at a higher Compounded
Annual Growth Rate (CAGR) in the future. Globally,
and in India, Market Aggregate Exposures are
increasing steadily and this impacted reinsurance
pricing.

The renewal slips of our Proportional Treaties for
2010-11 were floated in the international market with
expiring limits except for miscellaneous treaty which
was increased to tap the potential growth in retail
and SME due to insurance penetration in the
country. The commission levels of all the surplus
treaties were maintained at expiring levels. With
depressed original rates as well as  number of small
to medium-sized losses, proportional treaty
renewals were a major concern as some of the
treaties showed negative balance to reinsurers.
However, despite reinsurers trying to impose
stringent conditions like co-insurance clause,
restrictions on domestic facultative, minimum PML,
cession limits etc, we have after hard and insistent
negotiations able to renew our Proportional treaties
on our slip terms.

With respect to our non-proportional programme
(Net Account excess of loss programme),
reinsurers requirement for enhanced underwriting
information continued to escalate with greater
pressure being applied for providing micro data and
portfolio analysis. We have been able to mitigate
this to a larger extent by being able to provide sum
insured exposures and risk profiles.  We have also
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been able to structure and put in place two new
covers i.e. Aviation excess of loss and Liability
excess of loss after exploring the reinsurance
market for good leads. There was a crucial need
for these covers due to increased activity in these
sectors due to resurgence of globalization. With
these reinsurance covers in place we are confident
of increasing our direct portfolio both in aviation and
liability. Despite procuring additional capacity in our
Foreign Inward Retro programme and buying two
additional covers, the XL cost vis a vis GNPI
increased only marginally. The other excess of loss
covers were renewed on expiring cover limits. We
are pleased to report that the secured prices and
conditions commensurate with the exposures and
loss experience.

During 2010-11, we have been able to win back
some of the major accounts and also secure new
mega/large accounts by being able to obtain
competitive Facultative reinsurance rates and terms
from the reinsurance market.

In order to make ourselves aware of global
insurance practices and also to augment our net
premium income we intend to write more foreign
inward insurance business in a structured way.  We
have now a sizeable inward portfolio and propose
to increase this portfolio in the ensuing years.
Hence, we have increased the reinsurance cover
limit for our foreign inward retro cover in 2010-11,
which would enable us to underwrite a wider range
of treaties from various regions and have a
balanced portfolio.

Consequent to arranging suitable reinsurance
protection at optimum rates, our Net retained

premium within the Company has gone from
85.62% in 2009-10 to 86.30% in 2010-11.

MOTOR TP CLAIMS :

The Governing Board of GIPSA had deliberated over
issue of huge pendency of MACT cases at the
Tribunal level and had decided to set up a Common
Conciliatory Mechanism for the Member
Companies at selected centres on Pilot basis for
speedy compromise settlement of cases. The first
such centre under the scheme named as
“Common Mechanism for Compromise Settlement
of Motor TP Cases (CMCSTPC)” was launched at
Cuttack in the state of Orissa under the
administrative control of our Company. The first Pilot
project of CMCSTPC at Cuttack centre was
inaugurated by hon’ble Shri Justice B. P. Das,
Executive Chairman, Orissa State Legal Services
Authority and Judge, Orissa High Court on 26th

March 2011 in the presence of Hon'ble Shri Justice
L. Mohapatra, Chairman, Orissa High Court Legal
Services Committee & Judge, Orissa High Court,
our CMD Shri N. S. R. Chandraprasad and other
senior executives from GIPSA & its member
companies. 106 MACT cases of the four member
companies of GIPSA were compromised for
settlement for a sum of `88.70 lakh. The centre
has since been functioning satisfactorily.

The management of Motor TP Claims continued to
remain focus area in the year 2010-11 with
emphasis on review, settlement and physical
verification of old cases. TP incurred claim ratio,
without IBNR, is 103% this year with claim disposal
ratio at 28.96%.

Age-wise analysis of Outstanding Suit (MACT only) cases as at 31st March 2011

Period of pendency Nos. Amount

Cases pending less than 30 days 2685 681142

Cases pending for over 30 days up to 3 months 5971 1111284

Cases pending over 3 months up to 6 months 6322 1048052

Cases pending over 6 months up to 1 year 13237 2289046

Cases pending over 1 year up to 3 years 56807 6623968

Cases pending over 3 years up to 5 years 48352 4952636

Cases pending for more than 5 years 55327 7340990

Total 188701 24047118

 (Amount `̀̀̀̀ in ‘000)
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During the year 2011-12, high priority will be

accorded for higher disposal rate of settlement of

cases through various alternative conciliatory

forums and enhancing skill & efficiency of all the

officers dealing with tribunal cases at the operating

offices by undertaking a special in-house training

programme at our corporate training centre NCIL.

HEALTH INSURANCE MANAGEMENT

The Health Insurance department at Head Office

had two primary objectives during the year:

1. How to be a lead player in the fastest growing

insurance segment.

2. How to streamline the management of the

health portfolio and bring down the loss ratio.

In the pursuit of these objectives, it was decided to

have both annual and long term plan for the portfolio.

Annual Plan- objectives:

The Annual plan objectives include among others

to grow, keeping an eye on the growth in the health

insurance market and work towards reduction in

incurred losses by multi-pronged methods.

Long term Plan- objectives:

The long term goal is to carve out an independent

health vertical within the Company with clear cut

goals and priorities to build up a strong and self

sustainable health portfolio.

Activities of Health department:

The department initiated both underwriting and

claims management initiatives to achieve the

annual plan set.

Growth targets:

The health insurance market has been growing at

a CAGR of around 35%. Keeping this in mind and

the fast emerging new health business segments

like RSBY, the target for the health portfolio was set

above the industry standards & past trends. The

business grew at an impressive rate of around 47%

during the year to reach a premium of ̀ 1582 crores

from `1078 crores in the previous year.

Underwriting control:

The underwriting initiatives were mainly directed:

- To have well documented underwriting
guidelines in consonance with the
underwriting policy of the Company.

- Encouraging merit rating of group/tailored
policies based on experience.

Claims Management:

As the claim administration and management
functions in health has been outsourced to the
TPAs, we clearly conveyed our expectations to the
TPAs during the year in respect of claims disposal,
incurred loss, customer services and other
important areas. Targets for ICR, claims disposal
were fixed for the TPAs for the year. An all India TPA
meeting of all empanelled TPAs was organized at
NCIL to convey the corporate objectives to the TPAs.
In addition to the guidelines to TPAs, health cells in
the ROs were activated to take steps to strengthen
TPA control, monitoring, monthly review of
performance, high ICR claim review and initiation
of remedial measures, hospital visits, etc.

The health department also initiated steps to carry
out review exercise of TPAs in high claim ratio
Regional Offices like MBRO-2, DRO-1, DRO-2,
KRO, BRO and IRO during the year. The group/
tailored policies with ICR above 90% were reviewed
during the currency of the policies to find out the
reasons for high ICR and midterm measures
decided for correcting the adverse ratio. During
such exercise, meetings with the DO/BO in charge
of the ROs were also held to convey the corporate
expectations in the management of the portfolio.

For cost containment and better management of
health portfolio in the cities of Mumbai, Chennai,
Delhi and Bengaluru, the Preferred Provider (PP)
Network concept was introduced from July 2010
by the four Public Sector General Insurance
Companies. Under this system, 42 common
procedures have been identified and procedure
wise rates are agreed by providers in the PP
Network that may lead to reduction in outgo by 5%
to 10%.
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The co-ordination in group/tailored policies with

premium of and above `1 crore continued like the

previous year to encourage information sharing on

group policies with adverse experience and

discourage undercutting of premium.

Because of the many initiatives taken during the

year, the ICR on gross basis has been 90% and

better than that of our PSU peers.

Customer Services:

It has been the endeavour of the health department

to supplement the efforts of the CRM department

to receive and resolve customer grievances relating

to health insurance. More than 300 grievances were

received in the department during the year

encompassing issues from issuance of policies to

delay, repudiation of claims and RTI queries.

Coverage under Health Insurance:

During the year, 14.24 lacs retail health policies

were issued covering 37,18,045 persons. In

addition, 17551 group/tailored policies were issued.

In RSBY scheme implemented by the Company in

8 states 14.11 million persons were covered.

Rashtriya Swasthya Bima Policy:

The Company implemented Rashtriya Swasthya

Bima in eight states of Assam, Mizoram, Tripura,

Maharashtra, Haryana, Karnataka, Bihar and West

Bengal and covered 14.11 million persons of BPL

category. The Company booked a premium of

`80.53 crores from RSBY during the year.

DETARIFFING

During the year 2010-11, our Company has crossed

a total of `800 crores towards property insurance

premium which is a significant milestone. We tried

to balance prudence and aggression.

The property insurance market continued to remain

soft and our performance has been good.

We have grown in both fire and engineering

business segment. In Fire, the gross direct premium

during 2010-11 is about `570.78 crores over `427

crores in 2009-10 which signifies a growth of 33%.

The emphasis has been to retain our existing

renewals and be selectively aggressive in case of

new business depending on the quality of business

on offer. For certain categories of risks like fire

insurance of cotton, ginning and pressing factories,

raw kapas and plastic goods manufacturing units

underwriting guidelines have been put into place for

better management of underwriting. In engineering

the gross direct premium is about `246.28 crores

over `187 crores in 2009-10 thus translating into a

growth rate of 32%.

Our loss ratio has been reasonable. The incurred

claim ratio to direct fire premium is about 53%. In

the engineering class of business, the incurred

claim ratio of the Company to direct engineering

premium is about 57%.

We are also in the process of filing new add-on

covers/clauses with the Regulator for approval,

which will help us to meet the requirements of the

clients better.

FOREIGN BUSINESS

The Company has operations in Nepal only.

NEPAL

Our Nepal Operation is conducted through 7 offices

of which the Controlling Office and 3 Branch Offices

are located in Kathmandu - the other 3 are located

in Birganj, Biratnagar and Nepalganj respectively.

Two Extension Centres are located at Janakpur and

Hetauda under Birgunj Branch. As in earlier years,

Nepal Office has shown satisfactory growth even

in the past fiscal.

HONG KONG

Hong Kong branch stopped accepting new

business since 18th February 2002. The run-off

operations are being handled by 'New India' who

continue to service existing policy and claims.
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FOREIGN BRANCH RESULTS :

(` in crore)

The working result of our foreign operations for the fiscal 2010-11 :

RURAL & SOCIAL SECTOR BUSINESS:

Rural & social sector obligations and achievements with details in respect of the year 2010-11 are furnished
herein below :

ORGANISATIONAL SET UP:

Total number of ROs, DOs, BOs & Business
Centres as on 31st March 2011 are as follows :

Regions 24

Divisional Offices 321

Branch & DABs 620

Business Centres 251

Total  1216

INTRODUCTION OF INCENTIVE SCHEME :

To encourage Agents, Prize Schemes for selling

polices for Private Cars, Two Wheelers and

Commercial Vehicles were launched in October

2010 and January 2011 and Prize Scheme for

selling Health Insurance policies in October 2010.

Programmes :

ü Zone-wise meet of Star performers among

Agents, Development Officers, AO(D)s and

AM(D)s were held.

ü Meets for Regional In-charges for performance

review were held in August and October 2010.

Particulars Nepal Hongkong Total

2010-11 2009-10 2010-11 2009-10 2010-11 2009-10

Gross Direct Premium   24.46 20.81 0.00 0.00 24.46 20.81

Net Premium 17.26 15.04 0.00 0.00 17.26 15.04

Net Incurred Claims     15.19 5.71 1.00 -3.68 16.19 2.03

Net Commission 0.56 0.32 0.00 0.00 0.56 0.32

Expenses of Management 3.17 2.63 0.28 0.32 3.45 2.95

Decrease/Increase in Reserve 1.11 2.43 0.00 0.08 1.11 2.51
for Unexpired Risk

Investment and other Income     4.78 2.78 0.24 0.29 5.02 3.07

Foreign Exchange Gain/Loss    -0.61 -0.43 -0.38 -4.29 -0.99 -4.72

Net Profit (+)/Loss (-)     1.40 6.30 -1.42 -0.72 -0.02 5.58

1

2010-11

Total Gross
Premium

under written
in India

(` in crores)

2

6220.72

Policies
u/w in
Rural
Areas

(in nos.)

3

2630184

Gross
Premium

u/w in Rural
Areas

(` in crores)

4

527.88

% of Rural
business to
total GDPI

(Col 4/2x100)

5

8.5%

Whether
Rural Sector
stipulations

met?
(Yes/No)

6

Yes

No. of
lives

covered in
the Social

Sector

7

3279401

Whether
Social Sector
stipulations

met?
(Yes/No)

8

Yes

Year
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ACTIVITIES OF THE STRATEGIC ALLIANCES

DEPARTMENT

Strategic Alliances spearhead the retail focus of the

Company through tie-up arrangements with

automobile manufacturers, banks and other entities

with large distribution networks.

As on 31st March 2011, the total premium from the

strategic alliances with Maruti, Hero Honda, Tata

Motors, Honda Siel, Nissan, MAGMA and

Bancassurance business was `1438 crore as

against `1104 crore as on 31st March 2010,

registering a growth rate of 30.25% as against a

growth of 4.12% during the previous financial year.

The contribution of strategic alliance business to

the total GDPI of the Company in the Financial Year

2010-11 is 23.50%.

The two major tie-ups with automobile

manufactures namely Maruti & Hero Honda have

generated a premium of ̀ 815 crore and ̀ 234 crore

respectively during the year 2010-11 as against

`641.25 crore and `166.25 crore respectively

during the year 2009-10. While the Maruti business

has grown by 27%, the Hero Honda business has

grown by 41% over the previous year.

The Bancassurance business growing at a rate of

12.11% has generated a premium of ̀ 259.86 crore

during the year 2010-11 as against `231.78 crore

during the previous financial year. The four major

banks which contributed to most of the

bancassurance business are Bank of India, Bank

of Baroda, State Bank of Bikaner & Jaipur and State

Bank of Mysore. The co-branded Health Insurance

Portfolio of these banks has grown to `50 crores

during the year 2010-11. Despite the new regulatory

provisions relating to conversion of referral

Arrangements to corporate agency affecting the

bancassurance business, the business from

Regional Rural banks/other banks during the current

financial year remains at ̀ 12 crores approximately.

During the year 2010-11, the Strategic Alliances

Management department has undertaken several

new initiatives which includes:

l Company has tied-up with yet another high
profile automobile manufacturer, Nissan
Motors. Another tie-up with Tata Motors
(Commercial Vehicles Business Unit) is in
advance stage of finalization.

l Strengthening of the structural changes related
to NATMAR business, by taking the number of
NATMAR Business Hubs to 16 in all as
compared to 6 during the previous financial year.

l Regular video conference meets have been
organized with Regional Offices to monitor and
improve the performance in NATMAR business.

l Company continued with its Claims
Management efforts in NATMAR business,
improving the turn around time and Incurred
Claims Ratio.

l Own Damage Incurred Claims Ratio of
NATMAR business has improved from over
91% during the year 2009-10 to 68% during the
current financial year. The overall Incurred
Claims Ratio has improved from 83% during
the year 2009-10 to 67% during the year 2010-
11.

l Turn around time for claim settlement in
NATMAR business has improved considerably.
As on 31st March 2011, 85% claims are settled
within two weeks from the receipt of claim
documents.

l Hero Honda month was observed during the
month of October and November 2010 which
accelerated the growth rate of the business.

l An incentive scheme in Honda Siel, launched
initially for tapping the renewal polices which
was later extended for new polices as well, has
resulted in increase in renewal policies from
911 policies during the year 2009-10 to 6323
during the year 2010-11.

l Bancassurance month was observed during
January-March 2011 in which focus was on sale
of co-branded Health Insurance Policies of
Bank of India, Bank of Baroda & State Bank of
Bikaner & Jaipur. The premium from sale of



ÊFFPFa=+ “P∂FÊFWºŒF - 2010-11 42



43 ANNUAL REPORT  2010-11

co-branded Health Insurance Policies has
increased from `29.70 crores during the year
2009-10 to ̀ 40.81 crores during the year 2010-
11 growing by 37.36%.

l Bank of India, which hitherto functioned on
referral basis, has been converted into a
Corporate Agent.

The department proposes to reach new heights in
strategic alliances during the next financial year.
However, the new regulatory provisions relating to
strategic alliances are likely to have impact on the
business.

PUBLICITY ACTIVITIES:

The Publicity Plan for 2010-11 was designed to
ensure that all media such as electronic, print,
outdoor and event were included to ensure an
extensive reach of the advertising message.

Print media was spread over the four quarters of
the year. The first phase commenced with the
announcement of NICs turnaround results of 2009-
10. The second phase was timed to coincide with
the Marketing Forces Conferences being held in
different parts of the country. The third phase was
earmarked for the NIC Foundation Day celebration.
Fourth phase concentrated on the Budget and was
specially focused on Business dailies.

Mainline dailies in vernacular languages, Hindi and
English were the chosen vehicles for disseminating
the brand message. This combined with special
supplements published by these dailies on industry
related subjects, editorial support and CMD
interviews contributed to enhancing visibility.

Magazines : News, lifestyle, inflight, technical etc.
added to brand building measures and expanded
the reach of the brand.

Outdoor Media was chosen for its strong value
proposition and immediate impact. For the frequent
flyer, Airport glow signs, trolleys, inflight magazines
were chosen, the city audience saw the message
through Gantries, Kiosks, Road traffic bars, Bus
shelters, LED displays, Metro stations, local modes
of conveyance and hoardings.

Electronic Media: For the Budget campaign, both

Finance and Railway TV was utilized. Celebrations
and felicitations on festivals and holidays were
conveyed through the lighter and more accessible
radio.

Events & Ground Activation: PR with local
Chambers of Commerce and those outside such
as FICCI, EU Chamber, ASSOCHAM was well
established through sponsorship and participation
in their events.

Corporate Social Responsibility (CSR): The
Company’s CSR activities continued to be extended
through collaboration with NGOs, Orphanages,
Special Schools, Rotary Clubs, Tiger Conservation
Projects, Health Care promotions, Sporting activities
etc. by sponsoring their events and activities.

Educational Institutions: Brand NIC also made
its presence felt in the minds of the young and
educated through sponsorship of seminars and
workshops conducted in eminent educational
institutions such as Symbiosis, CMA, Bengal
Engineering College and other professional
colleges.

In conclusion, it may be said that the Companys
well structured publicity activities in 2010-11 has
contributed to making NIC a visible and vibrant
brand.

CUSTOMER RELATIONSHIP MANAGEMENT

During the fiscal  2010-11, the Company has
introduced  Customer Grievance Redressal
System with the following objectives:

1. Customer centric and holistic approach in
processes and procedures.

2. Time bound redressal procedure for
resolving grievances.

3. Provision of appeal in case of non-
satisfaction.

4. Emphasis on relationship building.

5. Fair treatment to customers.

CRM department at Head Office is acting as a nodal
department for handling customer grievances.
Regional Customer Relationship Committee and
Divisional Customer Relationship Committee are
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ii) Issuance of Documents

i) Redressal of Grievances

iii) Claim Settlement (Non-suit)

Number of Number of Number of Number of Grievance Grievance
grievances grievances grievances grievances redressal redressal
outstanding reported redressed outstanding ratio  during ratio  during

as on during during as on  2010-11  2009-10
01/04/2010  2010-11 2010-11 31/03/2011  (%)  (%)

297 9640 9202 735 92.60 88

Number of Number of Number of Number of Documen- Documen-
documents documents documents documents tation ratio tation ratio

reported incepted issued pending during during
pending as on during during as on  2010-11  2009-10

01/04/2010  2010-11 2010-11 31/03/2011  (%)  (%)

62,323 1,95,90,777 1,96,53,100 nil 100 99.61

Number of Number of Number of Number of Claim Claim
claims claims claims claims settlement settlement

outstanding reported settled outstanding ratio ratio
as on during during as on  2010-11  2009-10

01/04/2010  2010-11 2010-11 31/03/2011  (%)  (%)

1,13,086 10,51,801 10,13,415 1,51,472 87.00 85.74

in the process of being formed. We are in the
process of constituting Corporate Customer
Relationship Committee (CCRC) at Head Office
comprising General Manager (CRM department)
and General Manager (Technical department).
Functional Head of CRM Department of each RO
and Divisional in-charges are the respective
convenor of RCRC and DCRC.

The Company has also taken a positive drive to
improve the functioning of Regional CRM
department by organising two days workshop on
grievance matters during the month of November
2010 at NCIL, Narendrapur and subsequently based
on the directives in that workshop each RO had
organized workshops with DO/BO grievance
officials, with the tie-up partners and TPAs.

To encourage keen competition and recognize good

efforts made by the ROs, we are issuing award

certificates based on -

l Highest clearance of grievance during the

fiscal year.

l Highest clearance of grievance during the

customer service month.

l Number of workshops conducted during the

year.

We are in the process of implementation of 'On-

line Grievance System' to match with the Integrated

Grievance Management System (IGMS) being

implemented by IRDA.
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HUMAN RESOURCES :

1. Class wise employees strength as on 31st

March 2011

Class No. of employees

I 5044

II Marketing 1059

Administration 602

III 6908

  IV including PTS 1987

Total 15600

2. Net addition to the work force of the Company

(Direct Recruitment)

Class Total SC ST OBC PWD Ex-serv.

I 16 4 - 5 - -

II - - - - - -

III - - - - - -

IV - - - - - -

Total 16 4 - 5 - -

WELFARE OF SC/ST/OBC/PWD/EX-SERVICEMEN

The guidelines of Government on extending

reservation of posts, relaxation of age in recruitment

and reservation of posts in promotion for SC/ST

categories are being followed. The guidelines

issued by the Government in reservation for OBC

in recruitment are followed. The provisions

governing persons with disabilities are being

implemented as required.

Pre-promotion training programme are being

conducted for SC/ST employees. The officers were

trained at Learning Centre and at NIA, Pune, the

number of SC/ST/OBC officers were adequate.

Adequate participation of SC/ST/OBC employees

was also ensured at the training programme

organized at various Regional Training Centres.

RIGHT TO INFORMATION

By the time the RTI Act, 2005 has been promulgated,

RTI department has become an important area of

work in every Public Authority. The figure shown

clearly demonstrate the rapid increase in the

number of RTI applications and appeals by which

we can clearly judge the awareness of the citizens

of the country to get the information in respect of

their personal necessity.

The Company has also taken necessary steps to

acquaint the personnel who are entrusted with the

job of RTI department by organising three days in-

house training programme for AAs and CPIOs of

all Regions and CAPIOs of Head Office during the

month of March 2011 at NCIL, Narendrapur.

Likewise attempts are also being made by the ROs

to conduct one day workshop so that the CPIOs &

CAPIOs of all divisions & branches are given

necessary training to acquire required skill and

knowledge.

iv) Age-wise analysis of number of outstanding non-suit claims as at 31st March 2011

30 days 1 month to 3 months to 6 months to 1 year to 3 years to More than Total
or less 3 months 6 months  1 year 3 years 5 years 5 years

53,991 31,564 32,678 16,481 12,360 2,331 2,067 1,51,472
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HUMAN RESOURCES DEVELOPMENT

The financial year 2010-11 has been an important
year from the HRD perspective. It was a year which
the Company staged a remarkable turnaround to
emerge as the front runner in the indian insurance
market. Our revised budget of 6060 crore set by
the corporate management as a breakthrough
target and from an HRD perspective it was
important to motivate the workforce to deliver at an
enhanced level.

And in this HRD played a key role in developing the
skill sets and motivation levels of the human assets
of the Company to help them contribute more
meaningfully. It was also imperative to instill a sense
of identity amongst all employees under the
common nomenclature of NICian.

As part of our regular activities, we continued to
nominate our officers from all over the country to
undergo specialized insurance domain,
management and IT based training programmes at
NIA, Pune. Over 500 officers were nominated for
training at NIA during the year. The training
programmes were identified in a manner best suited
to benefit our officers dealing with work processes

and development of skills as per todays market needs.

At NCIL (National Center for Insurance Learning),
the Corporate Training Centre of the Company for
Officers at Narendrapur, major thrust to achieve
higher levels of efficiency both in terms of quality &
quantity was initiated. In the presentation before the
HR Sub-committee, the vision of NCIL as a Centre
of excellence & with operational identity as a Profit
Centre was unveiled. The mission of "Training for
All" was adopted to be set rolling from next Financial
year.

In pursuance of above Vision/Mission the following
goal posts were reached-

l 1643 Officers were trained at NCIL (against 500
in previous year) in a variety of courses

l Approximately `10 lacs was earned by NCIL in
training for Licensing of Brokers

l A major exercise to share all training material
on the Company intranet was initiated

At the RO level- twenty two RTCs trained 3923
employees and the ATCs conducted sessions for
7317 Agents.

Pre-promotional training was held for SC/ST

Sl. No. Applications 2010-11 2009-10

1. No. of requests received 1209         1018

2. No. of cases where information imparted 1079 918
(89.24%) (90.17%)

3. No. of requests where information was denied 130 100

Appeals

1. No. of appeals received 201 171

2. No. of appeals disposed in favour of information seekers 144 135
(71.64%) (78.94%)

3. No. of appeals where information was refused 56 32

4. Appeal pending as on 31.03.2011 1 4

CIC cases

1. No. of appeals/complaints 53 20

2. Cases dismissed 11 5

3. Cases decided in favour of information seeker 40 15

4. Cases pending at CIC 2 0

The Annual Statistics for the fiscal 2010-11 in respect of RTI matters are furnished hereinbelow :
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officers at venues around the country before the
promotional exercise 2010. A total of 380 officers
received this training.

During the year, five summer trainees were
inducted on internship from reputed financial and
management institutions namely ICWAI, NALSAR
& IIRM, Hyderabad, St Xaviers College, Kolkata,
School of Management Sciences, Varanasi.

Several officials were also nominated for training,
seminars and workshops by reputed external
institutes and organizations namely Calcutta
Management Association (CMA), NIA, Pune, CBI
Academy, Ghaziabad, State Bank of India Staff
Training College, IIM Shillong, CII Naoroji Godrej
Centre of Excellence, Mumbai, Institute of Public
Administration, Bangalore among others.

The house magazine, National Insurance News
(NIN) is considered a very important communication
platform for exchange of views between the
management and our internal audience. As part of
our internal communication initiative one
consolidated issue of the magazine was brought
out during the financial year. The magazine July 2010
focused on the new growth story of the Company -
The era of the NICian.

As a special HR initiative, the NICian congress was
held on 17th January 2011 where the entire corporate
management had an interactive session with over
600 employees from Head Office, NCIL and other
wings. A similar programme was held earlier at
Coimbatore on 17th November 2010 for employees
of CBRO. Such motivational programmes would
be held all across the country in 2011-12.

Training Statistics 2010-11

National Insurance Academy, Pune

No. of participants

Class I Officers 501

College of  Insurance (Col), Mumbai

No. of participants

Class  I Officers 53

Class III Employees 149

External training programmes/Seminars/Workshops etc.

No. of participants

Class – I Officers 38

Pre-promotional training for SC/ST Officers

No. of participants

Class I Officers
(Scale I to Scale IV) 380

Training programme at NCIL/RTC/ATC

No. of participants

Class I 2256

Class II 352

Class III 2422

Class IV 536

Agents 7317
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In recognition of the principle of employee as an
internal customer, your company had also launched
an internal grievance redressal forum titled as
“National Insurance Company Employees’
Grievance Redressal Forum” (NICEGRF) to provide
for a Structured System for redressal of employees
grievance with in a definite time frame. The said
system enables an aggrieved employee to
approach the highest authority in the company to
seek redressal of his grievance.

ESTATE & ESTABLISHMENT ACTIVITIES

The primary focus of the department was to support
the business development restructuring initiatives
of the management.

Providing an entire floor fully furnished with
complete infrastructure in the Royal Insurance
Building, Mumbai, in quick time went a long way in
helping the newly formed General Manager Office
commence operations as scheduled.

Necessary support was given for acquiring
premises on rent for setting up the Regional hubs
at Hubli and Vizag.

Process is already underway for standardising the
ambience and look of our operating offices including
Business Centres.

Top priority has been given for completion of
registration of Company owned properties in some
centres.

The department overall has raised its performance
level in terms of response and turn around times in
handling routine matters like renewal/shifting/
relocation of offices.

OFFICIAL LANGUAGE IMPLEMENTATION

Unvarying previous years, this year too we have
received an Annual Programme on Official
Language Implementation for the year 2010-11 from
the Ministry of Home Affairs, Official Language
department, New Delhi. As cited in the said
Programme, a specified annual target relating to
Official Language Implementation has been
prepared and forwarded to all Regional Offices and
periodical reviews were undertaken to ensure
progress in achieving such targets.

In compliance with the target so fixed, 4 Hindi
workshops were conducted at Head Office level
during the financial year. A special Hindi workshop
was organized for Class IV employees posted at
Head Office. At Regional Office level workshops
were also organized towards fulfillment of the said
target. Through these workshops, employees were
imparted training to use Hindi in their official desk-
job.

Head office along with all Regional Offices
celebrated Hindi Day/Week. On this occasion,
numerous competitions were conducted and prize-
winners were felicitated. Prize-winning write-ups
were further published in Head Office House
Magazine - Beema Varta.

Inspections to ensure optimum implementation of
official language policy were done for 12 Regional
Offices.

A 2 day All India Hindi Officers conference was
organized at Jaipur involving all Hindi Officers posted
at Regional Offices and at Official Language
department, Head Office. During the session
various decisions were taken for better
implementation of official language.

During the year, half yearly issues of Hindi House
Magazine, Beema Varta were published by Head
Office and different write-ups received from our
Regional Offices were included in the issues. Hindi
Magazine were also published at our Regional Office
level and some of them were appropriately awarded
by the concerned Town Official Language
Implementation Committee (TOLIC).

Installing 'UNI code' and 'Hindi writer' software on
each and every computer of the Company is in the
tunnel and several Regional Offices have already
succeeded in uploading the said two software.

The General Insurance hand-book published by
Bangalore Regional Office has been translated in
Hindi and the same would be published soon.

Our Hon'ble Board has approved recruitment of
Hindi Translators to fill-up vacancies for the post
from open market.
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During the year, the Drafting and Evidence Sub-
committee of the Committee of Parliament on
Official Language visited our Dharamshala Branch
Office, under Chandigarh Regional Office II on 27th

May 2010 and Palakkad Branch Office, under Kochi
Regional Office on 14th September 2010. The Third
Sub-Committee of the Committee of Parliament on
Official Language conducted an inspection on
implementation of Official Language of our Leh
Branch Office under Chandigarh Regional Office II
on 8th July 2010. Compliance Report in connection
with the said inspections was sent to the Officer of
the Parliamentary Committee.

During the financial year we have received following
Prizes/Awards pertaining to Official Language:-

1. The Town Official Language Implementation
Committee (TOLIC), Kolkata, awarded its
Rajbhasha Shield to our Head Office for best
implementation of Official Language.

2. The said committee has bestowed us with its
Sresth Patrika Purashkar for our House Maga-
zine - Beema Varta.

INFORMATION TECHNOLOGY

Information Technology is vital to any organization
more so for a Company in service sector. Your
Company has been leveraging on Information
Technology for more than a decade now. A
significant step taken during the year is to set up
On Line Grievance Redressal Module for
customers. With this new web based application,
customer can now log in to our website, register a
grievance against Policy Issuing Office or
concerned Divisional or Regional Office or Head
Office. All offices are connected to this application
through intranet for posting the replies and status
on grievances. Customer can track the status on
line quoting the unique Grievance reference number.
This facility will be extended to integrate with the
grievance mechanism of IRDA for which the
software development is currently on. The grievance
system will be a single source for handling all types
of grievances doing away with manual handling of
the same.

The year that went by, took another step in extending
Laptop facility to all Branch incharges. Currently,
all office incharges of the Company, all Senior
Management and IT officers have Laptop facility to
stay connected, anywhere within the country, with
corporate network and internet. This is a huge
differentiator for the officers to improve
communication and decision making process
without having to be physically present in the office.

On the IT resources front, apart from providing
Laptops, the Company also procured desktops
mainly to cater to Business Centers and newly
opened hubs. In view of the age and obsolescence
of servers, desktops, printers and UPS at Operating
Offices, the Company has obtained approval from
Board for procurement of 1000 servers, 2000
desktops and printers and 1000 UPS and the
delivery is expected to take place shortly. The server
consolidation project using virtualization technology
was completed during the year and all applications
which were hosted in the Head Office have now
been shifted to Data Center except two which are
planned for next year.

Continuing the operationalisation of Disaster
Recovery Center at Bengaluru last year, the Main
Data Center at Kolkata became fully operational
during the year. The User Acceptance Test,
Performance Test, etc. for the EASI project are now
happening from the Data Centre. Thus all three,
Data Center, Disaster Recovery Center and Near
Center are now fully operational to enable three way
replication of data.

Data Center is now hosting the applications for
Business Center, UW Approvals, Tie-up Claims
Settlement, Claims Hub, Web based policy
issuance etc. A new application for handling inter-
office claims transactions was launched during the
year for automatic accounting of servicing office
claims to pave way for any where claims servicing
in addition to servicing from Policy issuing office.

One of the themes of EASI project is redundancy
and avoidance of single point of failure. During the
year, group mailing, Lotus Notes was established,
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after consolidation of zonal servers, on cluster mode
with load balancing and automatic replication
between two servers to ensure that the corporate
mail is available to users without interruption.
Continuing the theme, Company has obtained in-
principle approval for establishment of a secondary
network and appointment of a consultant.
Dependency on a single network, especially
considering the move from distributed database to
centralized database architecture will not be in the
interest of the Company and hence the project for
establishment of alternate network is currently on
and is expected to be completed during the ensuing
year.

Also on the anvil are web based applications for
funds deployment, application for roll out centralized
cash management service for bank collections and
disbursements pan India.

BUSINESS PROCESS RE-ENGINEERING

Applications under EASI are being developed by
HCL(T) and eBao. Various tracks such as Core
Insurance, CRM, MDM, IDM, Portal, HRMS,
Financials documentum, DWBI, etc. are
independently developing the applications.
Thereafter, integration is taking place through the
Horizontal Process Track (HPT). HCL is conducting
the unit tests and system integration testing and
then releasing the products for UAT. Development
of 107 products have been completed by HCL and
these products have been made available for
testing.

Extensive User Acceptance Testing have been
carried out by an inhouse team and more than 1000
defects have been identified. The entire set of test
cases and test scenarios have been prepared. We
are taking the help of our BPR consultant viz. PwC
for conducting the UAT. Defect fixing cycles are being
monitored and regression tesing is being
conducted.

For performance testing, specialised tools have
been procured. Performance test environment has
been set up and performance and load tests is
being carried out by PwC and the production

environment is being fine tuned by HCL(T). The
performance test will test for load, stress, response
and scalability parameters of the applications and
compare results to SLAs provided in RFP.

The process of migrating the past data from the
legacy system to the EASI application is  underway.
Mapping of the legacy data structures to the new
structures and cleaning the old data has been taken
up with the involvement of CMC, HCL(T) and NIC.
PwC shall conduct the audit of the migrated data.

As precursor to HRMS implementation, HR data
on various parameters such as personal
information, job profile, dependant particulars,
educational qualification, training particulars, bank
details, etc. have been collected from all employees.
Centralised payroll would be implemented as the
first module of HRMS implementation. Live run for
centralized payroll application has commenced for
offices under Chennai RO and Kolkata RO-I. Payroll
hubs are being set up at Kolkata and Chennai. The
other modules of HRMS including the employee self
service will be implemented after pilot rollout of the
other EASI applications after stabilization of the
changed organisation structure and processes. As
part of the centralization of financial application, with
a view to control and monitor funds more effectively,
the process of identifying a CMS partner has been
completed.

After implementation of EASI processes in the
organization will be enabled through a workflow
based system. All workflows will be based on roles
defined in the EASI application. The salient features
of moving towards a role based workflow would
include:

l Implementation of role based system
necessitates mapping of employees to discrete
roles who will perform specific tasks. All roles
in the system has been mapped to set of tasks.

l Roles have been defined for Operating Offices,
Head Office, Regional Offices and different
shared service Hubs which will be the basis for
workflow automation and deciding the
appropriate acceptance limits, Claim Approval
Limits.
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l The shift from designation based to role based
work culture is a major initiative in IT enabled
BPR process.

Simultaneously, the infrastructure is being set up
for implementing the EASI rollout. The primary data
centre at the VSNL site at Ultadanga, Kolkata has
become operational. The Internet, MPLS
connectivity has been set up. Security, Mail and
Infrastructure Management servers are already
running from PDC. At the Disaster Recovery centre
at Bangalore, hardware delivery and installation has
been completed. Internet, MPLS connectivity have
been provided and servers being readied for testing.
The Near Centre at the Head Office premises is
ready for commissioning. HCL has setup up the
three way replication between DC-DR-NR and the
setup is being tested.

VIGILANCE

On the captioned matter we give hereunder a brief
note on the operations of the vigilance department
during the year 2010-11.

On preventive side, the Vigilance department
officers had conducted surprise inspections at 69
offices. On surveillance aspect, agreed list had been
finalized with CBI authorities of different branches.

On punitive side, during the year 106 disciplinary
proceedings had been concluded. In 98 cases,
penalties had been imposed out of which 49 were
major penalties. 45 disciplinary proceedings have
been commenced during the year.

Special attention had been given for expeditious
disposal of long pending disciplinary proceedings
throughout the year, whereby there has been
improvement in the disposal of such proceedings.

All India Vigilance Officers Meet was held at Tirupati
where the Director of CVC and the advisor of CVC
had given valuable advices in respect of various
vigilance related issues. Besides, performance
appraisal of all the vigilance cells at ROs was
carried out at the Meet. During the year, review
meetings with the vigilance officers took place to
discuss various vigilance related matters.
Deliberations on different aspects of vigilance were

made at various offices and also at Head Office
Training Centre (NCIL).

During the year, inter-company meeting of CVOs
had taken place at HO. Discussion had taken place
for attempting to take uniform decision by all the
four Non-life Public Sector General Insurance
companies on various important issues of vigilance.
Besides, sharing of knowledge on the Industry as a
whole so far as vigilance aspect is concerned was
also one of the matters of discussion at this meeting.

The department is in the process of
computerization of all information related to
personnel vis-à-vis vigilance so that strong data
base is created in the department in respect of
disciplinary proceedings, action thereon, etc. as a
measure of leveraging IT technology.

A message from CMD on Vigilance Awareness
Week 2011 was circulated in all the offices of the
Company and this message was hosted at the
Companys website. Vigilance awareness week
had been observed at Head Office and other offices
by holding various activities including displaying
banner, publishing leaflet containing CMDs
message, booklet on preventive vigilance, etc.

INTERNAL AUDIT AND INSPECTION ACTIVITIES

As a constituent of Corporate Governance, internal
audit activities of the Company are undertaken in
all the 24 Regional Offices in 2010-11. The internal
audit department undertakes various types of audit
and also reviews various activities of the Company,
points out control weakness and other deficiencies
in the guidelines framed by the management apart
from pre-incentive audit. The Annual Audit Plan is
approved by the Audit Committee, selecting office
on the basis of companies average combined ratio
for the last three years. As regards compliance
action, special efforts have been made during the
year 2010-11 for disposal of long pending audit
queries including realizing the outstanding
recoveries from employees.

The Internal Audit department has completed 1582
number of audit of operating offices (Regular and
Technical Audit). Furthermore, concurrent audit of
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investment operation is conducted by an external
audit firm and quarterly report is placed before the
Audit Committee and subsequently sent to IRDA
after certification by the concurrent auditors.

During the financial  year 2010-11, Audit Compliance
Committee reviewed the compliance action reports
in 9 Regional Offices and sizeable amount was
recovered from employees, hence old outstanding
recoveries were considerably reduced. Actions
were also initiated for compliance to the inspection
Reports raised by C&AG Auditors in different zones
and having satisfied with the compliances, large
numbers of Inspection Report Paras were disposed
during the year 2010-11. Similarly, Action Taken
Notes in respect of C&AG Paras were also
submitted to the C&AG through the Ministry of
Finance to facilitate disposal of paras.

As a measure of precaution, verification of claims
provision was done in 29 operating offices and
remedial measures were taken.

PARTICULARS OF GOVERNMENT COMPANIES

AND COMPANIES UNDER SECTION 217(2A) OF

THE COMPANIES ACT, 1956:

During the Financial Year 2010-11, none of the
employees is in receipt of remuneration in excess
of the applicable revised limits i.e. ̀ 5 lac per month
or `60 lac per annum as prescribed in Section
217(2A) of the Companies Act, 1956 read with the
Companies (Particulars of Employees)
Amendment Rules, 2011.

DIRECTORS’ RESPONSIBILITY STATEMENT:

Pursuant to Section 217(2AA) of the Companies
Act, 1956, Directors hereby confirm that -

i) in preparation of the Annual Accounts for the
financial year ended 31st March 2011, the
applicable accounting standards had been
followed along with explanation relating to
material departures, if any,

ii) the directors have selected such accounting
policies and applied them  consistently and
made judgement(s) and estimate(s) that are
reasonable and prudent so as to give a true

and fair view of the state of affairs of the
Company at the end of the financial year and
of the profit of the Company for that period,

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, for safeguarding
the assets of the Company and for preventing
and detecting fraud and other irregularities and

iv) annual accounts have been prepared on a
going concern basis.

CORPORATE GOVERNANCE

Composition of the Board

The Board of the Company comprises of Executive
and Non-Executive Directors. Presently, the
composition of the Board is as follows:

Category No. of Directors

Executive Directors 3

Non-Executive Director

Bank Nominee 1

Government Nominee 1

Remuneration to Directors

For CMD - as per Central Government
norms.

For Executive - as per Company norms.
Directors

For Non-executive - Sitting fees is paid for
Directors attending the meeting of

Board & sub-committees of
the Board as per Government
norms. However, no sitting
fee is paid to the Nominees.

An amount of ̀ 30,000/- has been paid to Shri D. K.
Kapila for attending 3 Board & 6 Committee
meetings held during the year. Further, an amount
of `27,500/- has been paid to Dr. K. Jayakumar for
attending 3 Board & 5 Committee meetings held
during the year.
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Name of the Members Appointment Cessation

Shri Kuldip Singh 9th June 2010 -

Shri A. V. Girija Kumar 9th June 2010 24th September 2010

Shri Lalit Kumar - 16th June 2010

Shri S. K. Goel - 5th August 2010

Shri Bhaskar Sen 12th August 2010 -

Shri D. K. Kapila - 27th August 2010

Dr. K. Jayakumar - 27th August 2010

Shri Jitendar Kumar Mehan 24th September 2010 -

The Committee approves the Annual Audit Plan of

the Company and appoints Concurrent Auditor and

reviews various activities of the Company. The

Committee gave various directions for improvement

of the functioning of the Company for loss control

measures, provisioning issues, improvement of

Internal Audit activities including internal control

system prevailing in the Company.

CORPORATE GOVERNANCE & ITS COMPLIANCE:

The Company has complied with all the stipulations

contained in the Guidelines on Corporate

Governance. The amended guidelines on Corporate

Governance dated 29th January 2010 states that

the mandatory Committees such as Audit,

Investment, Risk Management and Policyholder

Protection Committee should meet at least 4 times

in a year. However, being the first year of its

implementation, Risk Management Committee &

Policyholder Protection Committee were held for 3

times during the financial year 2010-11.

STATUTORY AUDITORS

M/s. Guha Nandi & Co., Chartered Accountants,

Kolkata were re-appointed and M/s. N. Sarkar &

Co., Chartered Accountants were newly appointed

as Statutory Auditors of the Company in place of

M/s. Dutta Sarkar & Co., Chartered Accountants

for the financial year 2010-11 by the Comptroller &

Auditor General of India (C&AG) in terms of Section

619(2) of the Companies Act, 1956, in addition to

the appointment/re-appointment of Branch Auditors

Board of Directors

Shri Bhaskar Sen and Shri Jitendar Kumar Mehan
have been appointed as Bank & Government
Nominee Directors w.e.f. 5th August 2010 & 22nd

September 2010 respectively.

However, Shri Lalit Kumar and Shri S. K. Goel,

Government & Bank Nominees ceased to be on

the Board w.e.f. 16th June 2010 & 5th August 2010

respectively. Further, Shri D. K. Kapila and Dr. K.

Jayakumar have also ceased as Part-time Non-

executive Directors w.e.f. 27th August 2010.

The Board wishes to convey their sincere

appreciation for the contributions made by the out-

going members during their tenure as directors of

the Company.

Audit Committee

During the year, the Audit Committee has been re-
constituted by the Board and at present the
Committee comprises of the following Members -

1. Shri Bhaskar Sen (Chairman)

2. Shri Jitendar Kumar Mehan

3. Shri Kuldip Singh

The change in the composition of Audit Committee
during the year is as follows:
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For and on behalf of the Board of Directors

(N.S.R. Chandraprasad)

Chairman-cum-Managing Director

Kolkata, 26th May 2011

for the various Regional and Divisional Offices and

also for the Foreign Branches. The Board of

Directors wishes to convey their sincere

appreciation to the Auditors for their guidance.

AUDIT BY COMPTROLLER AND AUDITOR

GENERAL OF INDIA

The Board of Directors wishes to convey their

thanks to the Comptroller & Auditor General of India,

the Chairman of the Audit Board, Principal Director

of Commercial Audit and ex-officio Member, Audit

Board-II, Kolkata for their valuable guidance and co-

operation.

PLACEMENT OF ANNUAL REPORT BEFORE

THE PARLIAMENT

The Annual Report of the Company along with the

Directors’ Report is being placed before both the

Houses of the Parliament under Section 619(A) read

with 619(B) of the Companies Act, 1956.

ACKNOWLEDGEMENT

The Board of Directors wishes to place on record

their appreciation of the commendable work done

by the officers and other classes of employees

comprising of development officers and staff at all

levels in rendering efficient services to the
policyholders and for their contribution in the
performance of the Company. The Directors also
deeply appreciate the confidence reposed in the
Company by a wide spectrum of its client base,
existing as well as new. The Directors acknowledge
the excellent support extended by overseas
Reinsurers and the General Insurance Corporation
of India (GIC) as the National Reinsurer in the
placement of Company’s Reinsurance business.

The Directors would also like to place on record
their gratitude and deep appreciation of the support
and guidance received from the senior officials of
the Insurance Division, Ministry of Finance,
Department of Financial Services, Government of
India & General Insurers’ (Public Sector) Association
of India (GIPSA) and from the Insurance Regulatory
and Development Authority of India in the

management of the affairs of the Company.
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ANNEXURE – ‘II’

STATEMENT SHOWING NUMBER OF BOARD/COMMITTEE MEETINGS HELD DURING

THE FINANCIAL YEAR 2010-11 AND ATTENDANCE OF THE DIRECTORS/MEMBERS THEREAT

1. BOARD MEETING

No. of meetings held: 6

ANNEXURE – ‘I’

CERTIFICATION FOR COMPLIANCE OF THE CORPORATE GOVERNANCE GUIDELINES

(to be read along with the para on Corporate Governance and its Compliance)

I, Rina Madia, hereby certify that the Company has complied with the Corporate Governance Guidelines for

Insurance Companies, as amended from time to time, and nothing has been concealed or suppressed.

             (Rina Madia)

Deputy Company Secretary

Name of the Directors Date of Meeting

09/06/2010 12/08/2010 26/08/2010 10/11/2010 14/02/2011 25/03/2011

Shri N. S. R. Chandraprasad

(Chairman-cum-Managing Director) Present Present Present Present Present Present

Shri Jitendar Kumar Mehan - - - Present Present Present

Government Nominee

(appointed  w.e.f 22/09/2010)

Shri Lalit Kumar Present - - - - -

ex-Government Nominee

(ceased  on 16/06/2010)

Shri Bhaskar Sen - Absent Present Present Present Present

Bank Nominee

(appointed w.e.f 05/08/2010)

Shri S. K. Goel Present - - - - -

ex-Bank Nominee

(ceased on 05/08/2010)

Shri D. K. Kapila Present Present Present - - -

ex-Part-time Non Official Director

(ceased on 27/08/2010)

Dr. K. Jayakumar Present Present Present - - -

ex-Part-time Non Official Director

(ceased on 27/08/2010

Shri Kuldip Singh Present Present Present Present Present Present

Executive Director

(appointed w.e.f 10/05/2010)

Shri A. V. Girija Kumar Present Present Present Present Present Present

Executive Director

(appointed w.e.f 10/05/2010)
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2. AUDIT COMMITTEE (Mandatory)

No. of meetings held: 4

Name of the Members Date of Meeting

09/06/2010 12/08/2010 10/11/2010 14/02/2011

Shri Bhaskar Sen (Chairman) - - Present Present

Shri D. K. Kapila (ex-Chairman) Present Present - -

   Shri Jitendar Kumar Mehan - - Present Present

Shri Lalit Kumar Present - - -

Shri S. K. Goel Present - - -

Dr. K. Jayakumar Present Present - -

Shri Kuldip Singh - Present Present Present

Shri A. V. Girija Kumar - Present - -

3. INVESTMENT COMMITTEE (Mandatory)

No. of meetings held: 4

Name of the Members Date of Meeting

17/04/2010 12/08/2010 27/12/2010 25/03/2011

Shri N. S. R. Chandraprasad (Chairman) Present Present Present Present

Shri Jitendar Kumar Mehan - - Present Present

Shri Lalit Kumar Present - - -

Shri Bhaskar Sen - - Present Present

Shri S. K. Goel Absent - - -

Dr. K. Jayakumar Absent Present - -

Shri A. V. Girija Kumar - Present Present Present

Shri C. P. R. Varma (CFO) - - - Present

Shri P. Roy (CIO) - - - Present

Shri Bhudev Chatterjee Absent Absent Present Absent

(Appointed Actuary as invitee)

4. RISK MANAGEMENT COMMITTEE (Mandatory)

No. of meetings held: 3

Name of the Members Date of Meeting

12/08/2010 27/12/2010 25/03/2011

Shri N. S. R. Chandraprasad (Chairman) Present Present Present

Shri Jitendar Kumar Mehan - Present Present

Shri Bhaskar Sen - Present Present

Shri D. K. Kapila Present -

Shri Kuldip Singh Present Present Present

Shri A. V. Girija Kumar Present Present Present
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5. POLICYHOLDER PROTECTION COMMITTEE (Mandatory)

No. of meetings held: 3

Name of the Members Date of Meeting

26/08/2010 27/12/2010 25/03/2011

Shri N. S. R. Chandraprasad (Chairman) Present Present Present

Shri Jitendar Kumar Mehan - Present Present

Dr. K. Jayakumar Present - -

Shri Kuldip Singh Present Present Present

6. IT COMMITTEE

No. of meetings held: 4

Name of the Members Date of Meeting

17/04/2010 26/08/2010 10/11/2010 14/02/2011

Shri N. S. R. Chandraprasad (Chairman) Present Present Present Present

Shri Jitendar Kumar Mehan - - Present Present

Shri Lalit Kumar Present - - -

Shri D. K. Kapila Present Present - -

   Shri A. V. Girija Kumar - Present Present Present

7. HR COMMITTEE

No. of meetings held: 2

Name of the Members Date of Meeting

12/08/2010 25/03/2011

Shri N. S. R. Chandraprasad (Chairman) Present Present

Shri Jitendar Kumar Mehan - Present

Shri Bhaskar Sen - Present

Dr. K. Jayakumar Present -

Shri Kuldip Singh Present Present

8. REMUNERATION COMMITTEE

No. of meetings held: 2

Name of the Members Date of Meeting

15/04/2010 10/11/2010

Shri Jitendar Kumar Mehan (Chairman) - Present

Shri Lalit Kumar (ex-Chairman) Present -

Shri Bhaskar Sen - Present

Shri S. K. Goel Present -

Shri D. K. Kapila Present -
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ANNEXURE - ‘III’

DETAILS OF PERFORMANCE OF SOME OF THE PERSONAL LINE INSURANCE

JANATA PERSONAL ACCIDENT POLICY :

(`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered ` reported settled ` ratio (%)

2006-07 170351 2725388 81696 5553 6947 159914 365.95

2007-08 267151 7970276 48054 4505 4195 206424 386.28

2008-09 142621 524562 84591 2035 1669 243568 264.49

2009-10 144611 645329 65563 1985 1909 264037 462.21

2010-11 153210 700787 79853 2908 2732 388919 249.75

GRAMIN PERSONAL ACCIDENT POLICY :

(`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims  paid claim

issued covered       ` reported settled         ` ratio (%)

2006-07 6980 897628 87446 853 1203 69872 108.71

2007-08 906 154748 5543 93 109 3761 47.29

2008-09 727 34385 463 57 51 510 112.00

2009-10 6863 46740 595 26 36 1342 111.72

2010-11 7242 49368 462 31 26 258 63.34

PERSONAL ACCIDENT INSURANCE FOR KISSAN CREDIT CARD HOLDERS :

(`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered       ` reported settled         ` ratio (%)

2006-07 16277 515399 9521 104 59 2823 48.18

2007-08 6912 68182 5338 49 50 2190 32.33

2008-09 6836 1081850 16228 105 105 5237 32.72

2009-10 7219 1313010 23411 147 156 9364 42.69

2010-11 5963 1084565 30228 468 325 18834 68.16
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Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled ` ratio (%)

2006-07 2059 4790 274 93 62 1323 149.45

2007-08 344 10449 240 19 56 519 216.00

2008-09 449 947 47 15 12 276 535.55

2009-10 236 707 28 2 6 132 459.31

2010-11 3853 3905 113 - - - -

RAJRAJESHWARI MAHILA KALYAN BIMA YOJANA : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled        ` ratio (%)

2006-07 1028 30449 5576 9 9 256 9.01

2007-08 208 31000 14903 2 3 311 7.78

2008-09 444 105600 47115 1 1 25 0.05

2009-10 282 495 18497 2 2 1005 5.43

2010-11 555 740 1123 3 1 17 46.80

BHAGYASHREE CHILD WELFARE BIMA YOJANA : (`̀̀̀̀ in thousand)

JAN AROGYA BIMA POLICY : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2006-07 5738 72343 5671 5119 5210 9364 172.05

2007-08 5981 20032 2278 931 818 3712 167.52

2008-09 5170 7894 1381 556 516 2336 171.76

2009-10 4700 6873 14614 447 459 55867 388.00

2010-11 4389 6079 1110 363 339 14519 1203.63

UNIVERSAL HEALTH INSURANCE SCHEME : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2006-07 8387 28323 3825 361 318 1084 28.77

2007-08 35729 152184 28262 1170 785 2411 19.31

2008-09 87431 296652 47910 264 187 878 2.00

2009-10 95379 320535 129701 9253 9127 110976 80.00

2010-11 91511 302305 211173 16327 11161 173402 89.38
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MEDICLAIM INSURANCE : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled  ` ratio (%)

2006-07 769043 5475273 4667464 237058 247439 5281488 117.96

2007-08 763995 5542300 6699193 286056 237175 6683045 101.00

2008-09 801175 6515165 8018872 225692 203478 7287238 91.00

2009-10 865097 7034979 9015881 225872 232630 8771810 97.00

2010-11 943883 8534286 13089487 278031 244420 11911433 91.00

VIDYARTHI MEDICLAIM POLICY : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2007-08 1946 5561 5748 116 56 1168 20.31

2008-09 2995 7242 11951 769 177 2696 20.00

2009-10 3149 5345 15588 486 485 8547 45.00

2010-11 3396 6107 23550 1377 490 11762 53.46

PARIVAR MEDICLAIM POLICY : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2007-08 22314 60802 139506 1491 695 125321 97.00

2008-09 51411 155674 346532 7965 2985 82554 23.82

2009-10 82900 252958 571255 10547 9442 344025 70.00

2010-11 115070 353990 810625 25620 16570 527437 66.39

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2007-08 3177 3177 28612 432 159 3089 103.52

2008-09 11656 13819 99768 3765 745 23165 23.21

2009-10 16333 19510 135612 2340 2177 111021 50.00

2010-11 21359 25483 176134 8428 3599 100233 59.62

VARISTHA MEDICLAIM POLICY : (`̀̀̀̀ in thousand)
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CATTLE INSURANCE POLICY: (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies lives received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2010-11 157965 488948 462695 19327 16243 287651 65.09

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2009-10 230916 572782 545798 21237 20259 590481 196.00

2010-11 246277 600033 698025 45037 27617 678760 97.24

HEALTH POLICIES (OTHERS) : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2009-10 18 8368751 358967 18135 14355 136271 50.00

2010-11 33 14111136 805357 135632 104017 580892 72.12

RASHTRIYA SWASTHYA BIMA POLICY : (`̀̀̀̀ in thousand)

RURAL INSURANCE BUSINESS : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered       ` reported settled         ` ratio (%)

2010-11 472933 2905214 782510 41078 33540 965213 99.83

MICRO INSURANCE POLICIES :

Gramin Suswasthya Micro Insurance Policy (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered      ` reported settled         ` ratio (%)

2010-11 16100 46368 9362 3929 2883 16056 171.42

Gramin Suraksha Micro Insurance Policy : (`̀̀̀̀ in thousand)

Year No. of No. of Premium No. of No. of Amount of Incurred

policies persons received claims claims claims paid claim

issued covered       ` reported settled         ` ratio (%)

2010-11 3979 10913 24189 4619 3157 9997 51.25
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MANAGEMENT REPORT AS REQUIRED IN

PART IV OF SCHEDULE `B' OF INSURANCE

REGULATORY &  DEVELOPMENT AUTHORITY

(PREPARATION OF FINANCIAL STATEMENTS

AND AUDITORS' REPORT OF INSURANCE

COMPANIES) REGULATIONS, 2002

We certify that:

1. Renewal of Registration for carrying out the
General Insurance Business of our Company
has been obtained from the Authority
(Registration No.58 dated 28.2.2011),

2. All dues payable during the year to the statutory
authorities have been duly paid;

3. The shareholding pattern and transfer of shares
effected during the year are in accordance with
statutory/regulatory requirements;

4. The funds of the holders of policies issued in
India have not been directly or indirectly invested
outside India;

5. The required solvency margins as at 31st
March, 2011 as per IRDA (Assets, Liabilities and
Solvency Margin of Insurers) Regulations, 2000
have been maintained.

6. The value of all the Assets have been reviewed
on the date of the Balance Sheet and that in
our belief the Assets set forth in 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
accruing but not due", "Amounts due from other
Persons or Bodies carrying on Insurance
Business", "Sundry Debtors", "Bills Receivable",
"Cash" and items specified under "Other
Accounts";

7. The Company is exposed to various kinds of
risks i.e. catastrophic/accidental/social etc.
However, the strategy adopted to mitigate the
same is mainly threefold.  Firstly, we have
devised a well laid out re-insurance programme
to arrest our maximum liability in any one
eventuality.  The retentions are linked to net
worth of the Company.  The highest level of
retentions are maintained in Fire Department
as per international practices and graded down

in other classes of business on an individual
risk.  Secondly, our thrust area is to have greater
share of non-motor insurance market which is
comparatively more profitable.  Thirdly, we are
trying to acquire more market share in
organised sector business.

8. Out of the offices in two foreign countries
situated in Nepal and in Hong Kong, the
exposure in Nepal is predominantly in property
insurance area and the assumption of risks of
this kind is mainly taken care of by the
reinsurance programme of the Company. In
respect of Hong Kong Branch, an agreement
has been entered into with New India Assurance
Co. Ltd. to transfer the branch's operation,
Assets and Liabilities at their carrying values.
This transfer is subject to approval by the
Insurance Authority of Hong Kong in
accordance with Section 25D of the Insurance
Companies Ordinance (chapter 41). The
approval has been obtained. The present
arrangement would continue as a pure run-off
operation and the run-off exercise will be over
once the entire outstanding liability is fully paid-
off.

9. The ageing of claims (on gross business) is
given below. Barring disputed cases, the claims
are settled within a reasonable period of time.

10. All investments and stocks, as shown in the
Balance Sheet, have been valued in the manner
disclosed in Significant Accounting Policies
(Schedule 16), i.e.

i) Investments other than Equity Shares and
units of Mutual Funds are stated at cost
and the premium paid on securities is
amortised over the remaining period.

ii) Investments in Equity Shares that are
actively traded in the market and the units
of Mutual Funds are stated at fair value.

iii) Shares that are thinly traded are valued at
lower of Cost or Break up value.

iv) Foreign Government securities are valued
at the acquisition cost.

v) In respect of loans and debentures,
prudential norms as prescribed by IRDA
regarding provisioning have been followed
by the Company.
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11. Review of Assets quality and performance of
Investment Portfolio :

(` In thousand)

12. All investments are reviewed periodically and

assets are classified into performing and non-

performing based on Insurance Regulatory and

Development Authority (IRDA) Prudential

norms.

13. We confirm that:

i) in the preparation of financial statements,

the applicable accounting standards,

principles and policies have been followed

along with proper explanations relating to

material departures, if any;

ii) the management has adopted accounting

policies and applied them consistently and

made judgements and estimates that are

Particulars Book Value Market Value Income

Shares 22207877 103615593 13029912

Other than

Shares
61702734 61703112 4518291

Total : 83910611 165318705 17548204

reasonable and prudent so as to give a true

and fair view of the state of affairs of the

Company as at the end of the financial year

and of the operating profit of the Company

for the year;

iii) the management has taken proper and

sufficient care for 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 management has prepared the financial

statements on a going concern basis;

v) the management has ensured that an

internal audit system commensurate with

the size and nature of the business exists

and is operating effectively.

14. We confirm that no payments have been made

to individuals, firms, companies and organizations

in which the Directors of the Company are

interested.

For and on behalf of National Insurance Company Limited

(N.S.R. Chandraprasad)

Chairman-cum-Managing Director

Kolkata, the 26th day of May, 2011

Annexure

(` In thousand)

Ageing of Claims (on gross basis) 2010-11

30 Days
30 days to 6 months 1 Year to 5 Years

6 months  to 1 Year 5 Years and above
TOTAL

FIRE 714396 1232438 977783 2612295 231951 5768863

(No. of Cases) (232) (926) (677) (656) (192) (2683)

MARINE 574196 406508 232122 538936 177712 1929474

(No. of Cases) (285) (976) (580) (475) (94) (2410)

MISCELLANEOUS 3424969 5841996 4173700 14136839 7914907 35492411

(No. of Cases) (26107) (99152) (33020) (99419) (58287) (315985)

TOTAL 4713561 7480942 5383605 17288070 8324570 43190748

(No. of Cases) (26624) (101054) (34277) (100550) (58573) (321078)
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Auditors' Report To The Members of National
Insurance Company Limited

1. We have audited the attached Balance Sheet
of National Insurance Company Limited as at
31st March, 2011, the related Fire, Marine and
Miscellaneous Insurance Revenue Accounts,
Profit & Loss Account and Cash Flow Statement
for the year ended on that date annexed thereto,
in which are incorporated the audited returns
of 24 Regional Offices, 318 Divisional Offices
audited by other auditors and also the statement
of accounts of 2 Foreign Branches audited by
overseas auditors under the applicable local
laws. These financial statements are the
responsibility of the management of the
Company. Our responsibility is to express an
opinion on these financial statements based on
our audit.

2. The Balance Sheet, Revenue Accounts, Profit
& Loss Account and Cash Flow Statement have
been prepared in accordance with the
requirements of the Insurance Act, 1938, the
Insurance Regulatory and Development
Authority (IRDA) Act, 1999 and the Companies
Act, 1956, to the extent applicable and in the
manner so required.

3. We conducted our audit in accordance with the
auditing standards generally accepted in India.
Those standards require that we plan and
perform the audit to obtain reasonable
assurance about whether the financial
statements are free of material misstatement.
An audit includes examining, on a test basis,
evidence supporting the amounts and
disclosures in the financial statements. An audit
also includes assessing the accounting
principles used and significant estimates made
by management, as well as evaluating the
overall financial statement presentation. We
believe that our audit provides a reasonable
basis for our opinion.

4. On the basis of audit indicated in paragraph 3
above, we report that:

4.1 We have obtained all the information and
explanations, which to the best of our
knowledge and belief were necessary for the

purpose of our audit.

4.2 In our opinion, proper books of account as

required by law, have been kept by the

Company, so far as appears from our

examination of those books.

4.3 Proper returns adequate for the purpose of our

audit have been received from the Regional

offices and Foreign branches.

4.4 Reports of the auditors on the accounts of

Branch/Divisional/Regional offices have been

received and taken into consideration.

4.5 The Balance Sheet, Revenue Accounts, Profit

& Loss Account and Cash Flow Statement dealt

with by this report are in agreement with the

books of account and returns.

4.6 The provisions of section 274(1)(g) of the

Companies Act, 1956 are not applicable to the

Directors of the Company in view of Company

Law Board General Circular No.8/2002 dated

22.03.2002.

4.7 Investments have been valued in accordance

with the provisions of Insurance Act, 1983 and

the provisions of IRDA (Preparation of Financial

Statements and Auditors' Report of Insurance

Companies) Regulations, 2002.

4.8 The actuarial valuation of liabilities in respect

of "Claims Incurred but not Reported" is duly

certified by the Company's appointed actuary

and relied upon by us. The appointed actuary

has certified that the assumption considered

by him for such valuation is in accordance with

the guidelines and norms prescribed by IRDA

and the Actuarial Society of India in concurrence

with IRDA.

4.9 The Accounting Policies selected for

preparation of the Balance Sheet, Revenue

Accounts, Profit and Loss Account and the

Cash Flow Statement dealt with by this report

comply with the Accounting Standards referred

to in section 211(3C) of the Companies Act,

1956, to the extent applicable and are also in

conformity with the provisions of the IRDA

(Preparation of Financial Statements and

Auditors' Report of Insurance Companies)

Regulations, 2002.
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4.10Attention is invited to Note No. 15 of Schedule

17 regarding impact of adjustments, if any,

remaining unascertained on reconciliations of

or obtaining confirmations in respect of various

items stated therein.

5. In our opinion and to the best of our information

and according to the explanations given to us,

the said Accounts read with the Significant

Accounting Policies and Notes on Accounts

give the information as required by the

Insurance Act, 1938 the Insurance Regulatory

and Development Authority Act, 1999 and the

Companies Act, 1956 to the extent applicable

in the manner so required and subject to our

observation in paragraph 4.10 above on the

consequential effect remaining unascertained,

give a true and fair  view:

i) in the case of the Balance Sheet, of the

state of affairs of the Company as at 31st

March, 2011;

ii) in the case of the Revenue Accounts, of

the surplus in Fire and Marine Insurance

business and deficit in Miscellaneous

Insurance business for the year ended 31st

March 2011;

iii) in the case of the Profit and Loss Account,

of the Profit for the year ended 31st March

2011;

GUHA NANDI & CO. N SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534

Registration No. 302039E Registration No. 301075E

Kolkata, the 26th day of May 2011

iv) in the case of the Cash Flow Statement, of

the cash flows for year ended on that date;

6. We further certify that;

i) We have reviewed the Management

Report and there is no apparent mistake

or material inconsistency with the financial

statements;

ii) The Company has complied with the terms

and conditions of the registration stipulated

by the Insurance Regulatory and

Development Authority;

iii) We have verified cash and bank balances,

securities relating to loans, investments by

actual inspection or by production of

certificates and/or other documentary

evidences except to the extent stated in

Notes no. 9 and 15 of schedule 17;

iv) To the best of our information and according

to the explanations given to us and on the

basis of representations made by the

Company, no part of the assets of the

Policyholders' Funds has been directly or

indirectly applied in contravention of the

provisions of the Insurance Act, 1938

relating to the application and investments

of the Policyholders' Fund.
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COMMENTS OF THE COMPTROLLER & AUDITOR GENERAL OF INDIA

UNDER SECTION 619(4) OF THE COMPANIES ACT, 1956 ON THE

ACCOUNTS OF NATIONAL INSURANCE COMPANY LIMITED

FOR THE FINANCIAL YEAR ENDED 31ST MARCH 2011

The preparation of financial statements of National Insurance Company Limited for the year ended

31st March 2011 in accordance with the financial reporting framework prescribed under the Insurance

Act, 1938 read with the Insurance Regulatory and Development Authority (Preparation of Financial

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

Act, 1956 is the responsibility of the management of the Company. The statutory auditors appointed

by the Comptroller & Auditor General of India under Section 619(2) of the Companies Act, 1956 are

responsible for expressing opinion on these financial statements under Section 227 of the Companies

Act, 1956 based on independent audit in accordance with the auditing and assurance standards

prescribed by their professional body, the Institute of Chartered Accountants of India. This is stated to

have been done by them vide their Audit Report dated 26th May 2011.

I, on behalf of the Comptroller & Auditor General of India, have conducted a supplementary audit

under Section 619(3)(b) of the Companies Act, 1956 of the financial statements of National Insurance

Company Limited for the year ended 31st March 2011. This supplementary audit has been carried out

independently without access to the working papers of the statutory auditors and is limited primarily to

inquiries of the statutory auditors and company personnel and a selective examination of some of the

accounting records. Based on my supplementary audit, I would like to highlight the following significant

matters under Section 619(4) of the Companies Act, 1956 which have come to my attention and

which in my view are necessary for enabling a better understanding of the financial statements and

the related Audit Report.

For and on behalf of the

Comptroller & Auditor General of India

(Saurav Kumar Jaipuriyar)

Principal Director of Commercial Audit &

Ex-officio Member, Audit Board - II

Kolkata, the 19th
 
day of July 2011 Kolkata
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COMMENTS

(A) Profit & Loss Account

Profit (After Tax) for the year `̀̀̀̀74.89 Crore

Profit for the year has been overstated by ̀ 26.85
crore due the following:

(i) Interest on Motor Third Party claims has been
provided at 0.01 per cent instead of minimum
6 per cent resulting in overstatement of profit
by `5.26 crore with corresponding
understatement of Current Liabilities.

(ii) Claims of `5.99 crore intimated within the
financial year not provided for in contravention
of the Accounting Policy No. 4.1 (a) of the
Company. This has also resulted in
understatement of Current Liabilities.

(iii) Infrastructural expenses of `2.54 crore not
provided in the accounts with corresponding
understatement of Current Liabilities.

(iv) TPA charges of `5.19 crore for Rastriya
Swastha Bima Yojana (RSBY) premium and
for Mediclaim premium  `2.29 crore not
provided in the accounts, with corresponding
understatement of Current Liabilities.

(v) Infrastructural expenses incorrectly booked
to Agent Commission Recoverable `4.75
crore, with corresponding understatement of
Current Liabilities.

(vi) Premium on Rastriya Swastha Bima Yojana
(RSBY) booked in excess `0.83 crore, with
corresponding overstatement of Current
Assets.

(B) Balance Sheet Application of Funds-Fixed
Assets (Schedule-10) ̀̀̀̀̀ 83.60 crore

The above does not include ̀ 29.33 crore in respect
of Intangible assets (Software) which should have
been classified under ‘Fixed Assets-Intangibles’
instead of ‘Miscellaneous Expenditure (to the
extent not written off)’ required under IRDA
(Preparation of Financial Statements and Auditors
Report of Insurance Companies) Regulation, 2002.
This resulted in understatement of Fixed Assets
and overstatement of Miscellaneous Expenditure
by the same amount.

For and on behalf of the

Comptroller & Auditor General of India

(Saurav Kumar Jaipuriyar)

Principal Director of Commercial

Kolkata, Audit & Ex-officio Member,

Dated: 19.07.2011 Audit Board - II, Kolkata

DIRECTORS’ REPLY

Reply to item nos. (i) & (ii)

The Actuarial valuation of IBNR provision as at 31.3.2011
for claims incurred but not reported including claims
incurred but not enough reported (IBNER) will take care
of the required level of provisions as the same is made
on the basis of actuarial principles. The required
additional provision will be made in the current year 2011-
12.

Item nos. (iii), (iv) & (v)

Required adjustments/provisions will be made in the
current year i.e. 2011-12.

(vi) The provisional entry will be reversed and correct
amount to be provided for in the current year
2011-12.

Schedule 10 (Fixed Assets) and Schedule 15
(Miscellaneous Expenditure) of the Balance Sheet are
to be read with Note no. 13(b) of Schedule-17 (Note
Forming Part of the Accounts) wherein information about
the intangible asset (software) is given. Disclosure in
the desired format will be carried in the current year’s
account.

For and on behalf of the

Board of Directors

(N .S. R. Chandraprasad)

Chairman-cum-Managing Director

Kolkata,

Dated: 19.09.2011
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Registration  no. 58 dated 28th February, 2011

Fire Revenue Account for the year ended 31st March, 2011

2010-2011 2009-2010

Particulars Schedule

(`̀̀̀̀ ’000) (` ’000)

1 Premiums earned (Net) 1 4,268,144 3,533,516

2 Profit on sale/redemption of  Investments (Net) 831,408 593,683

3 Exchange Gain - -

4 Interest, Dividend & Rent (Gross) 485,427 419,888

Total (A) 5,584,979 4,547,087

1 Claims Incurred (Net) 2 2,417,590 2,028,783

2 Commission 3 142,096 121.976

3 Operating Expenses related to Insurance Business 4 1,442,372 1,218,333

4 Exchange Loss 10,576 13,396

Total  (B) 4,012,634 3,382,488

Operating Profit from Fire Business = (A - B) 1,572,345 1,164,599

APPROPRIATIONS

Transfer to Shareholders’ Account 1,572,345 1,164,599

Total (C) 1,572,345 1,164,599

This is the Fire Insurance Revenue Account for the

year ended 31st March, 2011 referred to in our report

of even date.

We hereby certify that to the best of our knowledge

and information, all expenses of management

wherever incurred, whether directly or indirectly, in

respect of Fire Insurance Business have been fully

debited in the above Revenue Account as expenses

in accordance with the Accounting Policy No.7.1.

As required by Section 40C(2) of the Insurance Act,

1938, we hereby certify that all expenses of

management, wherever incurred, whether directly

or indirectly, in respect of Fire Insurance Business

have been fully debited in the  Fire Insurance

Revenue Account as expenses in accordance with

the Accounting Policy  No.7.1

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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Registration  no. 58 dated 28th February, 2011

Marine Revenue Account for the year ended 31st March, 2011

2010-2011 2009-2010

Particulars Schedule

(` ` ` ` ` ’000) (` ’000)

1 Premiums earned (Net) 1 1,423,358 1,302,244

2 Profit on sale/redemption of  Investments(Net) 327,396 264,343

3 Exchange Gain - -

4 Interest, Dividend & Rent (Gross) 191,154 186,959

TOTAL (A) 1,941,908 1,753,546

1 Claims Incurred (Net) 2 1,126,630 475,161

2 Commission 3 119,037 109,605

3 Operating Expenses related to Insurance Business 4 515,375 450,416

4 Exchange Loss 6,127 8,218

TOTAL  (B) 1,767,169 1.043,400

Operating Profit from Marine Business = (A - B) 174,739 710,146

APPROPRIATIONS

Transfer to Shareholders’ Account 174,739 710,146

TOTAL (C) 174,739 710,146

This is the Marine Insurance Revenue Account for

the year ended 31st March, 2011 referred to in our

report of even date.

We hereby certify that to the best of our knowledge

and information, all expenses of management

wherever incurred, whether directly or indirectly, in

respect of Marine Insurance Business have been

fully debited in the above Revenue Account as

expenses in accordance with the Accounting Policy

No.7.1.

As required by Section 40C(2) of the Insurance Act,

1938, we hereby certify that all expenses of

management, wherever incurred, whether directly

or indirectly, in respect of Marine Insurance

Business have been fully debited in the Marine

Insurance Revenue Account as expenses in

accordance with the Accounting Policy No.7.1.

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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Registration  no. 58 dated 28th February, 2011

Miscellaneous Revenue Account for the year ended 31st March, 2011

2010-2011 2009-2010

Particulars Schedule

(` ` ` ` ` ’000) (`     ’000)

1 Premiums earned (Net) 1 41,947,995 33,322,115

2 Profit on sale/redemption of  Investments(Net) 7,992,934 5,524,106

3 Exchange Gain - -

4 Interest, Dividend & Rent (Gross) 4,666,758 3,906,973

TOTAL (A) 54,607,687 42,753,194

1 Claims Incurred (Net) 2 42,688,546 29,949,671

2 Commission 3 2,293,290 2,082,509

3 Operating Expenses related to Insurance Business 4 12,516,721 10,519,021

3A Administrative Expenses Related to Motor Business 1,548,611 808,145

4 Exchange Loss 16,573 59,618

TOTAL  (B) 59,063,741 43,418,964

Operating Profit from Miscellaneous Business = (A - B) –4,456,054 –665,770

APPROPRIATIONS

Transfer to Shareholders’ Account –4,456,054 –665,770

TOTAL (C) –4,456,054 –665,770

This is the Miscellaneous Insurance Revenue

Account for the year ended 31st March, 2011

referred to in our report of even date.

We hereby certify that to the best of our knowledge

and information, all expenses of management

wherever incurred, whether directly or indirectly, in

respect of Miscellaneous Insurance Business have

been fully debited in the above Revenue Account

as expenses in accordance with the Accounting

Policy No.7.1.

As required by Section 40C(2) of the Insurance Act,

1938, we hereby certify that all expenses of

management, wherever incurred, whether directly

or indirectly, in respect of Miscellaneous Insurance

Business have been fully debited in the

Miscellaneous Insurance Revenue Account as

expenses in accordance with the Accounting Policy

No.7.1.

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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Registration  no. 58 dated 28th February, 2011

Profit and Loss Account for the year ended 31st March, 2011

2010 – 2011 2009 – 2010

Particulars (` ` ` ` ` ’000) (`     ’000)

1 OPERATING PROFIT/(LOSS) –2,708,970 1,208,975

(a) Fire Insurance 1,572,345 1,164,599

(b) Marine Insurance 174,739 710,146

(c ) Miscellaneous Insurance –4,456,054 –665,770

2 INCOME FROM INVESTMENTS 3,706,324 2,588,527

(a) Interest, Dividend & Rent – Gross 1,366,267 1,072,338

(b) Profit on sale/redemption of investments 2,352,868 1,516,189

Less: Loss on sale/redemption of investments 12,811 -

3 OTHER INCOME 71,633 177,202

a) Profit on sale of other Asset 3,241 8,331

b) Miscellaneous  Income 68,392 161,589

c) Exchange Gain - 7,282

TOTAL (A) 1,068,987 3,974,704

4 PROVISIONS (Other than taxation) 225,335 1,130,000

(a) For diminution in the value of investments –41,959 –19,775

(b) For doubtful debts 267,294 1,149,775

5 OTHER EXPENSES 89,679 158,785

(a) Expenses other than those related to Insurance Business 31,784 27,507

(b) Amortisation of Premium on Investments 48,250 46,208

(c) Amount written off in respect of depreciated Investments 4,559 16,774

(d) Exchange Loss 4,153 -

(e) Assets written off 933 2

(f) Foreign Income tax paid - 194

(g) Performance Linked Incentive - 68,100

TOTAL (B) 315,014 1,288,785
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2010 – 2011 2009 – 2010

Particulars (` ` ` ` ` ’000) (`     ’000)

PROFIT BEFORE TAX ( A - B ) 753,973 2,685,919

Provision for Taxation   :

Current Tax 7,500 487,000

Deferred Tax - -

Adjustment of Taxation for earlier years 2,401 49,709

PROFIT AFTER TAX 748,874 2,248,628

APPROPRIATIONS

(a) Proposed dividend - 439,784

(b) Dividend distribution tax - 74,741

(c) Transfer  to General Reserve - 1,734,103

(d) Transfer to Contingency Reserve for Unexpired Risk 748,874 -

748,874 2,248,628
This is the Profit and Loss Account referred to in our report of even date.

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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Registration  no. 58 dated 28th February, 2011

Balance Sheet  as at 31st March, 2011

2010 – 2011 2009 – 2010

Particulars Schedule (` ` ` ` ` ’000) (`     ’000)

SOURCES OF FUNDS

SHARE CAPITAL 5 1,000,000 1,000,000

RESERVES AND SURPLUS 6 15,577,864 14,828,990

FAIR VALUE CHANGE ACCOUNT 81,408,106 80,551,563

BORROWINGS 7 - -

TOTAL 97,985,970 96,380,553

APPLICATION OF FUNDS

INVESTMENTS 8 161,197,728 141,785,372

LOANS 9 3,423,676 3,597,706

FIXED ASSETS 10 836,041 1,098,996

DEFERRED TAX ASSET - -

CURRENT ASSETS :

Cash and Bank Balances 11 7,896,348 4,416,416

Advances and Other Assets 12 20,298,454 29,106,218

Sub-Total (A) 28,194,802 33,522,634

CURRENT LIABILITIES 13 67,280,862 61,147,911

PROVISIONS 14 29,002,400 23,034,038

Sub-Total (B) 96,283,262 84,181,949

NET CURRENT ASSETS (C) = (A- B) –68,088,460 –50,659,315

MISCELLANEOUS EXPENDITURE 15 616,985 557,794

(to the extent not written off or adjusted)

TOTAL 97,985,970 96,380,553

SIGNIFICANT ACCOUNTING POLICIES 16

NOTES ON ACCOUNTS 17

This is the Balance Sheet referred to in our report of even date.

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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Cash Flow Statement as at 31st March, 2011

CASH FLOW FROM OPERATING ACTIVITIES 2010-11 2009-10

(`̀̀̀̀ ‘000) (` ‘000)

INFLOW :

Premium including Service Tax 41675147 30619996

Bank Guarantee/Deposit Premium Receipts 14413297 9248817

Sundry Debtors Recovery 149431 570673

Misc Receipts (Transfer, Duplicate, Sale of old items, 40619 35027

Endorsement fees etc.)

Cash recovery on loans & advances including interest (excepting HB Loan) 414985 448502

Other Cash collection, if any 57724632 24394251

Total Inflow 114418111 65317266

OUTFLOW:

Claims paid 19311877 16120563

Commission & Brokerage paid including S.Tax 3228310 2624064

Mgt. Expenses & Advances for expenses 3226135 4253786

Refund/ Excess premium payments 598450 591120

Payment of Salary and deductions (Professional Tax, Income Tax etc.) 2941123 2028380

Loans and advances paid (except HBL) 701506 441025

Payment of Terminal dues 344235 107024

Other payments, if any 79152629 44716040

Total Outflow 109504265 70882002

(A) NET CASH FLOW FROM OPERATING ACTIVITIES 4913846 –5564736
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CASH FLOW FROM INVESTING ACTIVITIES

2010-11 2009-10

(`̀̀̀̀ ‘000) (` ‘000)

INFLOW :

Sale of Assets 554883624 450152612

Recovery of House Building Loan 71561 54088

Interest on House Building Loan 11880 9684

Bank Interest 5947106 4695685

Total Inflow 560914171 454912069

OUTFLOW :

Purchase of Assets 561739915 448816397

Disbursement of House Building Loan 93645 51432

Total Outflow 561833560 448867829

(B) NET CASH FLOW FROM INVESTING ACTIVITIES 919389 6044240

CASH FLOW FROM FINANCING ACTIVITIES

Dividend Paid 439784 -

Income Tax on Dividend 74741 -

(C) NET CASH USED IN FINANCING ACTIVITIES 514525 -

Net Increase in Cash & Cash equivalent (A+B+C) 3479932 479504

Cash & Cash Equivalents at the beginning of the year 4416416 3936912

Cash & Cash equivalents at the end of the year 7896348 4416416

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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PARTICULARS
      MARINE CARGO OTHER THAN MARINE CARGO  TOTAL MARINE

2010-11 2009-10 2010-11 2009-10 2010-11 2009-10

PREMIUM EARNED (NET)

PREMIUM FROM DIRECT BUSINESS WRITTEN 1734196 1456296 1342209 971255 3076405 2427551

ADD: PREMIUM ON R/I ACCEPTANCE 15140 19289 177252 91115 192392 110404

LESS : PREMIUM ON R/I CEDED 395587 307587 1181462 899885 1577049 1207472

NET  PREMIUM 1353749 1167998 337999 162485 1691748 1330483

ADJUSTMENT FOR CHANGE IN RESERVE FOR

UNEXPIRED RISK –92877 –31121 –175513 2881 –268390 –28240

TOTAL PREMIUM EARNED (NET) 1260872 1136877 162486 165366 1423358 1302243

CLAIMS INCURRED (NET)

CLAIMS PAID – DIRECT 868178 853779 970627 585004 1838805 1438783

ADD : R/I  ACCEPTANCE 4756 11936 158019 91945 162775 103881

LESS : R/I CEDED 189602 149748 904201 647145 1093803 796893

NET CLAIMS PAID 683332 715967 224445 29804 907777 745771

ADD: CLAIMS O/S AT THE END OF YEAR 1102065 1007132 582847 458927 1684912 1466059

LESS: CLAIMS OUTSTANDING  AT THE BEGINING 1007132 1344245 458927 392424 1466059 1736669

TOTAL  CLAIMS INCURRED 778265 378854 348365 96307 1126630 475161

COMMISSION

COMMISSION PAID – DIRECT 195016 165906 15993 7643 211009 173549

ADD:  R/I  ACCEPTANCE 1882 4100 32009 17081 33891 21181

LESS: R/I CEDED 64508 50942 61355 34183 125863 85125

NET COMMISSION 132390 119064 –13353 –9459 119037 109605

Segmental Report for the year ended 31st March, 2011

(`̀̀̀̀ in Thousand)
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PARTICULARS       MOTOR OWN DAMAGE MOTOR THIRD PARTY  TOTAL MOTOR

2010-11 2009-10 2010-11 2009-10 2010-11 2009-10

PREMIUM EARNED (NET)

PREMIUM FROM DIRECT BUSINESS WRITTEN 17747441 13474920 10002577 8381541 27750018 21856461

ADD: PREMIUM ON R/I ACCEPTANCE 2315 –7716 4636590 3846372 4638905 3838656

LESS : PREMIUM ON R/I CEDED 1828602 1396324 5024724 4379084 6853326 5775408

NET  PREMIUM 15921154 12070880 9614443 7848829 25535597 19919709

ADJUSTMENT FOR CHANGE IN RESERVE FOR

UNEXPIRED RISK –1925136 –65714 –882807 –178735 –2807943 –244449

TOTAL PREMIUM EARNED (NET) 13996018 12005166 8731636 7670094 22727654 19675260

CLAIMS INCURRED (NET)

CLAIMS PAID – DIRECT 9752120 9622170 11156446 9767349 20908566 19389519

ADD : R/I  ACCEPTANCE 7331 11788 2415214 1103724 2422545 1115512

LESS : R/I CEDED 992754 1031610 3807990 2639748 4800744 3671358

NET CLAIMS PAID 8766697 8602348 9763670 8231325 18530367 16833673

ADD: CLAIMS O/S AT THE END OF YEAR 3641592 2684544 32346576 25838660 35988168 28523204

LESS: CLAIMS OUTSTANDING  AT THE BEGINING 2684544 3435200 25838660 24907715 28523204 28342915

TOTAL  CLAIMS INCURRED 9723745 7851692 16271586 9162270 25995331 17013962

COMMISSION

COMMISSION PAID – DIRECT 1354232 1308134 - 38 1354232 1308172

ADD:  R/I  ACCEPTANCE 810 1871 2278 - 3088 1871

LESS: R/I CEDED 267453 270183 –51 88791 267402 358974

NET COMMISSION 1087589 1039822 2329 –88753 1089918 951069

Segmental Report for the year ended 31st March, 2011

(`̀̀̀̀ in Thousand)
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PARTICULARS
        EMPLOYERS’ LIABILITY PUBLIC LIABILITY  ENGINEERING

2010-11 2009-10 2010-11 2009-10 2010-11 2009-10

PREMIUM EARNED (NET)

PREMIUM FROM DIRECT BUSINESS WRITTEN 512464 375613 280915 223215 2482461 1884085

ADD: PREMIUM ON R/I ACCEPTANCE - - - - 319905 312105

LESS : PREMIUM ON R/I CEDED 51147 37492 28083 22321 1938856 1377653

NET  PREMIUM 461317 338121 252832 200894 863510 818537

ADJUSTMENT FOR CHANGE IN RESERVE FOR

UNEXPIRED RISK –61598 –22532 –25969 –14406 –22487 –48333

TOTAL PREMIUM EARNED (NET) 399719 315589 226863 186488 841023 770204

CLAIMS INCURRED (NET)

CLAIMS PAID – DIRECT 99915 94943 19899 10507 667123 554844

ADD : R/I  ACCEPTANCE - - - 22 26315 –8495

LESS : R/I CEDED 9410 24495 1990 1051 476680 270800

NET CLAIMS PAID 90505 70448 17909 9478 216758 275549

ADD: CLAIMS O/S AT THE END OF YEAR 287032 253274 172554 169289 1129769 921768

LESS: CLAIMS OUTSTANDING  AT THE BEGINING 253274 173886 169289 129565 921768 932514

TOTAL  CLAIMS INCURRED 124313 149836 21174 49202 424759 264803

COMMISSION

COMMISSION PAID – DIRECT 54349 36549 32182 22081 167832 106934

ADD:  R/I  ACCEPTANCE - - - - 92648 48887

LESS: R/I CEDED 5115 7497 2808 5134 692444 505580

NET COMMISSION 49234 29052 29374 16947 –431964 –349759

Segmental Report for the year ended 31st March, 2011

(`̀̀̀̀ in Thousand)
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PARTICULARS
      AVIATION PERSONAL ACCIDENT  HEALTH INSURANCE

2010-11 2009-10 2010-11 2009-10 2010-11 2009-10

PREMIUM EARNED (NET)

PREMIUM FROM DIRECT BUSINESS WRITTEN 295542 389467 1312255 1034685 16813954 10788249

ADD: PREMIUM ON R/I ACCEPTANCE 23212 6262 - - - -

LESS : PREMIUM ON R/I CEDED 294759 399841 131245 103603 1681291 1078742

NET  PREMIUM 23995 –4112 1181010 931082 15132663 9709507

ADJUSTMENT FOR CHANGE IN RESERVE FOR

UNEXPIRED RISK –14054 17978 –124964 –94254 –1821118 –816826

TOTAL PREMIUM EARNED (NET) 9941 13866 1056046 836828 13311545 8892681

CLAIMS INCURRED (NET)

CLAIMS PAID – DIRECT 122267 296890 1117712 980234 13633479 10123111

ADD : R/I  ACCEPTANCE 11455 2186 - - - -

LESS : R/I CEDED 150252 278996 111759 98020 1363306 1012247

NET CLAIMS PAID –16530 20080 1005953 882214 12270173 9110864

ADD: CLAIMS O/S AT THE END OF YEAR 99847 144139 1376367 1697340 4267378 2491084

LESS: CLAIMS OUTSTANDING  AT THE BEGINING 144139 65053 1697340 1073552 2491084 1950830

TOTAL  CLAIMS INCURRED –60822 99166 684980 1506002 14046467 9651118

COMMISSION

COMMISSION PAID – DIRECT 2162 222 167940 118654 1499190 1133819

ADD:  R/I  ACCEPTANCE 2790 614 - - - -

LESS: R/I CEDED 5641 10520 13124 15532 158248 161811

NET COMMISSION –689 –9684 154816 103122 1340942 972008

Segmental Report for the year ended 31st March, 2011

(`̀̀̀̀ in Thousand)
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Segmental Report for the year ended 31st March, 2011

(`̀̀̀̀ in Thousand)

PARTICULARS

MISCELLANEOUS OTHERS MISCELLANEOUS TOTAL

2010-11 2009-10 2010-11 2009-10

PREMIUM EARNED (NET)

PREMIUM FROM DIRECT BUSINESS WRITTEN 4155163 3150434 53602772 39702209

ADD: PREMIUM ON R/I ACCEPTANCE 590169 275367 5572191 4432390

LESS : PREMIUM ON R/I CEDED 759091 661632 11737798 9456692

NET  PREMIUM 3986241 2764169 47437165 34677907

ADJUSTMENT FOR CHANGE IN RESERVE FOR

UNEXPIRED RISK –611037 –132970 –5489170 –1355792

TOTAL PREMIUM EARNED (NET) 3375204 2631199 41947995 33322115

CLAIMS INCURRED (NET)

CLAIMS PAID – DIRECT 2079709 1661422 38648670 33111470

ADD : R/I  ACCEPTANCE 211120 191939 2671435 1301164

LESS : R/I CEDED 455425 466898 7369566 5823865

NET CLAIMS PAID 1835404 1386463 33950539 28588769

ADD: CLAIMS O/S AT THE END OF YEAR 2095604 2478664 45416769 36678762

LESS: CLAIMS OUTSTANDING  AT THE BEGINING 2478664 2649545 36678762 35317860

TOTAL  CLAIMS INCURRED 1452344 1215582 42688546 29949671

COMMISSION

COMMISSION PAID – DIRECT 100053 414361 3377940 3140792

ADD:  R/I  ACCEPTANCE 128073 60372 226599 111744

LESS: R/I CEDED 166467 104979 1311249 1170027

NET COMMISSION 61659 369754 2293290 2082509
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SCHEDULES FORMING PART OF FINANCIAL STATEMENTS

SCHEDULE – 1      FIRE

PREMIUM EARNED [NET]

2010 - 2011  2009 - 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Premium from direct business written 5,772,500 4,330,129

Add: Premium on reinsurance accepted 1,081,780 811,589

Less : Premium on reinsurance ceded 2,086,142 1,373,568

Net Premium 4,768,138 3,768,150

Adjustment for change in reserve for unexpired risks (499,994) (234,634)

Total Premium Earned (Net) 4,268,144 3,533,516

SCHEDULE – 2      FIRE

CLAIMS INCURRED [NET]

2010 - 2011  2009 - 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Claims paid

Direct 2,899,500 2,658,299

Add   :Re-insurance accepted 459,594 367,906

Less :Re-insurance ceded 790,388 868,018

Net Claims paid 2,568,706 2,158,187

Add Claims Outstanding at the end of the year 3,583,586 3,734,702

Less Claims Outstanding at the beginning of the year 3,734,702 3,864,106

Total Claims Incurred  2,417,590 2,028,783

SCHEDULE- 3      FIRE

COMMISSION 2010 - 2011  2009 - 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Commission paid

Direct 345,393 281,578

Add: Commission on Re-insurance accepted 205,029 139,008

Less: Commission on Re-insurance ceded 408,326 298,610

Net Commission 142,096 121,976
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SCHEDULE – 1      MARINE

PREMIUM EARNED [NET]

2010 - 2011  2009 - 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Premium from direct business written 3,076,405 2,427,551

Add: Premium on reinsurance accepted 192,392 110,404

Less : Premium on reinsurance ceded 1,577,049 1,207,472

Net Premium 1,691,748 1,330,483

Adjustment for change in reserve for unexpired risks (268,390) (28,239)

Total Premium Earned (Net) 1,423,358 1,302,244

SCHEDULE – 2      MARINE

CLAIMS INCURRED [NET]

2010 - 2011  2009 - 2010
Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Claims paid

Direct 1,838,805 1,438,783

Add   :Re-insurance accepted 162,775 103,881

Less :Re-insurance ceded 1,093,803 796,893

Net Claims paid 907,777 745,771

Add Claims Outstanding at the end of the year 1,684,912 1,466,059

Less Claims Outstanding at the beginning 1,466,059 1,736,669

Total Claims Incurred 1,126,630 475,161

SCHEDULE- 3      MARINE

COMMISSION

2010 - 2011  2009 - 2010
Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Commission paid

Direct 211,009 173,549

Add: Commission on Re-insurance accepted 33,891 21,181

Less: Commission on Re-insurance ceded 125,863 85,125

Net Commission 119,037 109,605

SCHEDULES FORMING PART OF FINANCIAL STATEMENTS
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SCHEDULES FORMING PART OF FINANCIAL STATEMENTS

SCHEDULE – 1      MISCELLANEOUS

PREMIUM EARNED [NET]

2010 - 2011  2009 - 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Premium from direct business written 53,602,772 39,702,209

Add: Premium on reinsurance accepted 5,572,191 4,432,390

Less : Premium on reinsurance ceded 11,737,798 9,456,692

Net Premium 47,437,165 34,677,907

Adjustment for change in reserve for unexpired risks 5,489,170 (1,355,792)

Total Premium Earned (Net) 41,947,995 33,322,115

SCHEDULE – 2      MISCELLANEOUS

CLAIMS INCURRED [NET]

2010 - 2011  2009 - 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Claims paid

Direct 38,648,670 33,111,470

Add   :Re-insurance accepted 2,671,435 1,301,164

Less :Re-insurance ceded 7,369,566 5,823,865

Net Claims paid 33,950,539 28,588,769

Add Claims Outstanding at the end of the year 45,416,769 36,678,762

Less Claims Outstanding at the beginning 36,678,762 35,317,860

Total Claims Incurred 42,688,546 29,949,671

SCHEDULE- 3      MISCELLANEOUS

COMMISSION

2010 - 2011  2009 - 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

Commission paid

Direct 3,377,940 3,140,792

Add: Commission on Re-insurance accepted 226,599 111,744

Less: Commission on Re-insurance ceded 1,311,249 1,170,027

Net Commission 2,293,290 2,082,509
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SCHEDULES FORMING PART OF FINANCIAL STATEMENTS

SCHEDULE – 4

OPERATING EXPENSES RELATED TO INSURANCE BUSINESS

2010 – 2011 2009 – 2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

1. Employees’ remuneration & welfare benefits 10,763,763 9,186,036

2. Travel, conveyance and vehicle running expenses 346,579 334,415

3. Training expenses 16,943 19,771

4. Rents, rates & taxes 442,309 374,266

5. Repairs 33,034 7,140

6. Printing & stationery 185,995 169,189

7. Communication 130,129 118,537

8. Legal & professional charges 73,243 51,786

9. Auditors’ fees, expenses etc

(a) as auditor 19,831 19,455

(b) as adviser or in any other capacity, in respect of - -

(i) Taxation matters - -

(ii) Insurance matters - -

(iii) Management services; and - -

(c) in any other capacity - -

10. Advertisement and publicity 80,490 100,095

11. Interest & Bank Charges 43,838 46,483

12. Others 1,825,320 1,183,616

13. Depreciation 512,995 576,981

TOTAL 14,474,469 12,187,770

Allocated to :-

Fire 1,442,372 1,218,333

Marine 515,375 450,416

Miscellaneous 12,516,722 10,519,021

TOTAL 14,474,469 12,187,770
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SCHEDULES FORMING PART OF FINANCIAL STATEMENTS

SCHEDULE – 5

SHARE CAPITAL As at As at

31.03.2011  31.03.2010

Particulars

(` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 Authorised Capital    2,000,000    2,000,000

20,00,00,000 Equity Shares of Rs.10 each

2 Issued, Subscribed and Paid-up    1,000,000    1,000,000

10,00,00,000 Equity Shares of Rs. 10 each

(include 9,70,96,955 Equity Shares of Rs. 10

each as fully paid-up Bonus Shares by capitalisation

of General Reserve and Share Premium)

TOTAL 1,000,000              1,000,000

SCHEDULE – 5A

SHARE CAPITAL

PATTERN OF SHAREHOLDING

Shareholder As at As at

31.03.2011 31.03.2010

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

Promoters

l India  100,000,000 100%   100,000,000 100%

l Foreign - - - -

Others - - - -

TOTAL  100,000,000   100,000,000

SCHEDULE – 6

RESERVES AND SURPLUS

As at As at

31.03.2011 31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 General Reserves

Balance as per last account 14,814,563 13,080,460

Transfer from  Profit and Loss Account - 1,734,103

14,814,563 14,814,563

2 Contingency Reserve for Unexpired Risk transfer from Profit and Loss A/c. 748,874 -

3 Investment Reserve 9,610 9,610

4 Exchange Reserve 4,817 4,817

TOTAL 15,577,864 14,828,990
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SCHEDULE - 7

BORROWINGS

As at As at

31.03.2011  31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 Debentures/ Bonds NIL NIL

2 Banks NIL NIL

3 Financial Institutions NIL NIL

4 Others (to be specified) NIL NIL

TOTAL NIL NIL

Schedule –8

INVESTMENTS

As at As at

31.03.2011 31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

LONG TERM INVESTMENTS

1 Government securities and Government guaranteed 28,606,324 20,313,302

bonds including Treasury Bills (See note (i) below)

2 Other Approved Securities      278,727          278,727

3 Other Investments

(a) Shares

(aa) Equity 103,613,705 99,105,936

(bb) Preference 88,153 92,986

(b) Mutual Funds

(c) Debentures/ Bonds [See note (ii) below] 8,549,275 4,599,724

(d) Auto Ancillary and Venture Capital 32,804 33,722

(e) Investment Properties-Real Estate 5,961 6,154

4 Investments in Infrastructure and Social Sector [See note (ii) below] 11,260,720 8,817,740

5 Other than Approved Investments 156,265 623,241

SHORT TERM INVESTMENTS

1 Government securities and Government guaranteed bonds 1,371,870 2,548,614

including Treasury Bills

2 Other Investments

(a) Mutual Funds 5,325,616 4,133,706

(b) Debentures/ Bonds 378,181 549,962

(c)   Other securities (Commercial Paper)            -      -

3 Investments in Infrastructure and Social Sector 1,276,460 297,194

4 Other than Approved Investments 253,667 384,364

TOTAL 161,197,728 141,785,372

Notes: (i) Includes ̀ 100560 thousand (Previous year ̀ 100633 thousand)  deposited with RBI In persuant to Section 7

of Insurance Act, 1938.

(ii) Provision of ̀  270333 thousand (Previous year ̀  276257 thousand) against non-performing debentures is

grouped under provision for bad and doubtful debts in Schedule 14

SCHEDULES FORMING PART OF FINANCIAL STATEMENTS
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SCHEDULE FORMING PART OF FINANCIAL STATEMENTS

SCHEDULE - 9

LOANS

As at As at

31.03.2011 31.03.2010

×¾Ö¾Ö¸ü•Ö (` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 SECURITY-WISE CLASSIFICATION

Secured 2,802,823 2,819,384

(a) On mortgage of property

(aa)  In India 850,983 930,029

(bb) Outside India             -          -

(b) On Shares, Bonds, Govt. Securities              -        -

(c) Others - HBL 1,951,840 1,889,355

Unsecured 620,853 778,322

TOTAL 3,423,676 3,597,706

2 BORROWER-WISE CLASSIFICATION

(a) Central and State Governments 389,075 434,210

(b) Banks and Financial Institutions         15,182      15,182

(c) Subsidiaries              -          -

(d) Industrial Undertakings 938,274 1,021,320

(e) Others 2,081,145 2,126,994

TOTAL 3,423,676 3,597,706

3 PERFORMANCE-WISE CLASSIFICATION

(a) Loans classified as standard

(aa) In India 2,839,207 2,986,047

(bb) Outside India -           -

(b) Non-performing loans less provisions

      (aa)  In India  * 584,469 611,659

(bb) Outside India - -

TOTAL 3,423,676 3,597,706

4 MATURITY-WISE CLASSIFICATION

(a) Short Term 106,913 1,703,416

(b) Long Term 3,316,763 1,894,290

TOTAL 3,423,676 3,597,706

* Note : Provision of `374549 thousand (Previous year `423461 thousand) against non-performing loans

is grouped under provision for bad and doubtful debts in Schedule 14
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SCHEDULE – 10

FIXED ASSETS  AS AT 31ST MARCH, 2011

(` ` ` ` ` ’000)

Particulars Cost/ Gross Block Depreciation Net Block

Opening Additions Reductions Closing Upto For On Sales/ As on As at As at

as at during during the  as on 31.03.2010 the Year Adjust- 31.03.2011 31.03.2011 31.03.2010

01.04.2010 the year year 31.03.2011 ments

Goodwill - -

- - - - - - - -

Intangibles (specify) - - - - - - - - - -

Land-Freehold                      6,532 - -  6,532 - - - -  6,532  6,532

Leasehold Property  4,415 -  - 4,415 437    74 -  511 3,904 3,978

Buildings 329,440 1,721 - 331,161 124,823 11,767 -  136,590 194,571 204,617

Furniture & Fittings 254,672    11,509 3,973 262,208 223,409 8,157  (3,025) 228,541 33,667 31,263

Information Technology  2,658,263    162,398   38,371   2,782,290  2,064,523 438,447  (19,967) 2,483,003   299,287  593,740

Equipment

Vehicles 402,097 110,740 108,165 404,672 229,557 51,403 (33,744) 247,216 157,456 172,540

Office Equipment 170,205 5,357 4,919 170,643 145,273 4,490 (4,018) 145,745 24,898 24,932

Others * 287,246 12,581 4,967 294,860 225,852 10,498 (4,076) 232,274 62,586 61,394

TOTAL 4,112,871 304,306 160,395 4,256,782 3,013,874 524,836 (64,830) 3,473,880 782,901 1,098,996

Capital Work in

progress - A.C. - - - - - - - - - -

Others - 53,140 - 53,140 - - - - 53,140 -

Grand Total 4,112,871 357,446 160,395 4,309,922 3,013,874 524,836 (64,830) 3,473,880 836,041 1,098,996

PREVIOUS YEAR 3,106,062 1,227,416 220,607 4,112,871 2,544,923 589,041 (120,090) 3,013,874 1,098,996 -

* Others include Electrical Equipments, Airconditioner,  Generator and Cycle.

SCHEDULE FORMING PART OF FINANCIAL STATEMENTS



ÊFFPFa=+ “P∂FÊFWºŒF - 2010-11 134



135 ANNUAL REPORT  2010-11

SCHEDULES FORMING PART OF FINANCIAL STATEMENTS

SCHEDULE- 11

CASH AND BANK BALANCES

As at As at

31.03.2011  31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 Cash (including cheques, drafts and stamps) 267,153 329,686

2 Bank Balances

(a) Deposit Accounts

(aa) Short-term (due within 12 months) [note below] 4,815,603 1,908,758

(b) Current Accounts 2,045,253 1,595,175

3 Money at Call and Short Notice

(a) With Banks - -

(b) With other Institutions - -

4 Remittances in Transit 768,339 582,797

TOTAL 7,896,348 4,416,416

Balances with non-scheduled banks included in 2 and 3 above (at Nepal Branch) -          -

Note - Includes ̀  120000 thousand (` 120000 thousand) kept as margin money for NSE/BSE equity transactions as

per SEBI circular no. MRD/DoP/SE/Cir-07/2005 dated 23rd February 2005.

SCHEDULE – 12

ADVANCES AND OTHER ASSETS

As at As at

31.03.2011 31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

ADVANCES

1 Reserve deposits with ceding companies 88,511 115,964

2 Application money for investments -        -

3 Advance tax paid and taxes deducted at source (Net of provision for taxation) 990,182 1,286,376

4 Advance,Deposits & Pre-paid Expenses 898,078 753,688

TOTAL (A) 1,976,771 2,156,028

OTHER ASSETS

1 Income accrued on investments 1,743,757 1,203,202

2 Outstanding Premiums 5,371 73,180

3 Agents’ Balances 15,124 58,037

4 Due from other entities carrying on insurance business (including reinsurers) 12,233,873 19,290,801

5 Deposit with Reserve Bank of India [Pursuant to section 7 of Insurance Act,1938] - -

6 Others (Interest,Dividend, Rent Outstanding, Debtors and Vehicle Loan) 4,323,558 6,324,785

7 Inter Office - 185

TOTAL (B) 18,321,683 26,950,190

TOTAL (A+B) 20,298,454 29,106,218



ÊFFPFa=+ “P∂FÊFWºŒF - 2010-11 136



137 ANNUAL REPORT  2010-11

SCHEDULES FORMING PART OF FINANCIAL STATEMENTS

SCHEDULE - 13

CURRENT LIABILITIES

As at As at

31.03.2011 31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 Agents’ Balances 509,353 528,185

2 Balances due to other insurance companies 5,478,725 4,641,415

3 Deposits held on re-insurance ceded 12,975 8,203

4 Premiums received in advance 5,82,854 492,498

5 Sundry creditors 10,000,405 13,597,796

6 Due to former share holders 292 292

7 Claims Outstanding 50,685,267 41,879,522

8 Others -  (Unclaimed Dividend) - -

9 Inter office 10,991 -

TOTAL 67,280,862 61,147,911

SCHEDULE – 14

PROVISIONS

As at As at

31.03.2011 31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 Reserve for Unexpired Risk 26,227,065 19,969,513

2 For proposed dividends - 439,784

3 For dividend distribution tax - 74,741

4 For doubtful debts 2,775,335 2,550,000

TOTAL 29,002,400 23,034,038

SCHEDULE – 15

MISCELLANEOUS EXPENDITURE

(To the extent not written off or adjusted)

As at As at

31.03.2011 31.03.2010

Particulars (` ` ` ` ` ’000) (` ` ` ` ` ’000)

1 Discount Allowed in issue of shares/ debentures - -

2 Deferred Revenue Expendiiture

Balance as per last year (software only) 557,794 65,526

Add: Expenses for the year (software only) 36,080 817,044

Add: Gratuity liability 404,596 -

998,470 882,570

Less: Amortised during the year

i)   On account of 2007-08 - 39,331

ii)  On account of 2008-09 - 13,097

iii) On account of 2009-10 288,538 272,348

iv) On account of 2010-11 92,947 -

BALANCE AT THE END OF THE YEAR 616,985 557,794
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Schedule 16

SIGNIFICANT ACCOUNTING POLICIES

1. ACCOUNTING CONVENTION :

1.1 The Balance Sheet, Profit and Loss Account and the Revenue Accounts are drawn up in

accordance with the provisions of Section 11 (1A) of the Insurance Act, 1938, read with the

relevant provisions of the Companies Act, 1956.  The said statements are prepared on historical

cost convention and comply with the Insurance Regulatory and Development Authority (Preparation

of Financial Statements and Auditors' Report of Insurance Companies) Regulations, 2002 and

the Companies Act, 1956 to the extent applicable and conform to the statutory provisions and

practices prevailing in the general insurance industry in India except as otherwise stated.

1.2 For preparation of the financial statements, estimates and assumptions wherever necessary are

made on prudent and reasonable basis. Any revision to the accounting estimates is recognized

prospectively.

1.3   Income and expenditure are accounted on accrual basis except otherwise stated below.

2. RE-INSURANCE :

2.1 Inward returns from foreign insurance companies received upto 31st March and returns from

Indian companies received subsequently upto a cut-off date are incorporated in the accounts.

2.2 Accounting of re-insurance cessions is done on the basis and to the extent of advice/returns

including amendments/supplements received from operating offices. Wherever full particulars

are not available, accounting is done on the basis of information available with the re-insurance

department.

2.3 Revenue transactions of each quarter in foreign currencies are converted as per the rates of

exchange advised by General Insurance Corporation of India.

2.4 Assets and liabilities in foreign currencies at the end of the year  are converted at the rates of

exchange prevailing on that date as advised by General Insurance Corporation of India.

2.5 Exchange gain/loss on conversion of revenue transactions, assets and liabilities in foreign

currencies is accounted for as revenue.

3. FOREIGN BRANCH ACCOUNTS :

3.1 Foreign branches are treated as integral foreign operations. The cost of fixed assets held in

foreign currencies at the company's foreign branches are converted at the exchange rates prevalent

at the end of the year of acquisition.

3.2 Assets, other than those mentioned in 3.1 above, and liabilities of the foreign branches are

converted at the rates of exchange at the year-end.

3.3 Revenue transactions relating to foreign branches are converted at the year end at the   average

of the rates of exchange prevailing at the beginning of each quarter.

3.4 Exchange gain/loss on conversion of revenue transactions, assets and liabilities of the foreign

branches other than those mentioned in 3.1 above is accounted for as revenue.
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4. OUTSTANDING CLAIMS :

4.1 Estimated liability for outstanding claims is provided as follows:

(a) in respect of direct business in India on the basis of claim intimations received  upto the

year end,

(b) in respect of re-insurance business as intimated by insurance companies/agents upto cut

off date.

(c) wherever supporting information is not available, provisions are estimated on current trends

and past underwriting experience.

4.2 Provisions for claims 'Incurred But Not Reported' (IBNR) are made on the basis of actuarial

valuation.

4.3 Provisions in respect of motor third party claims, where court summons have been served on the

company without adequate policy particulars, are made to the extent of 1/3rd of the estimated

value of such unidentified claims in accordance with the existing practice.  For claims remaining

unidentified over one year, full provision is made.

5. RESERVE FOR UNEXPIRED RISK :

Reserves for unexpired risk are made at 50% of net premium except in the case of marine hull business

where it is made at 100% of net premium.

6. LOANS AND INVESTMENTS :

6.1 Cost of investments includes brokerage, share transfer stamps, fees etc. Incentives received

are deducted from cost.

6.2 Investments are valued as per IRDA Regulations as follows:

(a) Debt Securities: Debt securities including Government securities and Redeemable

Preference shares other than those specified in Para (b) & (c) below are considered as

"held to maturity" securities and are measured at historical cost and the premium paid is

amortized over the residual period of maturity.

(b) Equity Shares traded in active market: Listed equity shares   which are traded in active

markets are measured at Fair Value as at the Balance Sheet date. For the    purpose of

calculation of fair value, the market price of the actively traded securities is taken at the

lower of the last quoted closing price at the National Stock Exchange (NSE) or Bombay

Stock Exchange (BSE).  Unrealised gain/loss arising due to changes in the fair value of

listed equity shares is taken to equity under the head "Fair Value Change Account".

In the case of listed and actively traded equity shares, capital is considered to be impaired

if the break-up value of a particular security is less than its face value. When capital is

impaired and there is a three years' history of continuous loss or if the published annual

accounts are not available for the last three years, equity shares are written down to their

market value.

(c) Unlisted and other than actively traded equity securities: These are measured at

historical cost subject to impairment.

Provision is made equivalent to the amount of difference in acquisition cost and the break-

up value of the share wherever break-up value is less.  For this purpose the break-up value
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is arrived at as per the latest Balance Sheet, which should not be more than 1 (one) year

prior to the date of valuation.  When the break-up value is negative, provision shall be the

difference between the acquisition cost and a nominal value of Re.1/- per company.

In the case of unlisted and other than actively traded equity shares also capital is considered

to be impaired if the break-up value of share is less than its face value.

When capital is impaired and there is three years' history of continuous loss or if the annual

accounts are not available for the last three years, such equity shares are written down to

the break-up value where break-up value is positive otherwise to a nominal value of Re.1/-

per company.

(d) Preference Shares: Investment in Preference Shares is valued at cost subject to

amortization of premium, if any. Impairment in Preference Shares is recognized where the

companies are making losses continuously for the three immediately preceding years and

whose capital is eroded or where the annual accounts for three immediately preceding

years are not available. In case of impairment it is valued as under:

 i) If the equity shares of the company are actively traded, its preference shares are

written down to a value, which is in the same proportion that the market value of the

equity share bears to its face value.

ii) If the equity shares of the company are unlisted/thinly traded, its preference shares

are written down to a value, which is in the same proportion that the break up value of

equity share bears to its face value.  Where the break up value of equity shares is

negative or where the latest published annual accounts is not available one year prior

to the date of valuation, the preference shares are written down to a nominal value of

Re.1/- per company.

(e) Loans: Loans (including Debentures) are measured at historical cost subject to impairment

provision. The impairment provision is done on the basis of guidelines prescribed by IRDA.

Prudential norms for loans and debentures, as prescribed by IRDA regarding recognition of

income, provisioning for non-performing assets etc., are followed by the Company. However,

the value of security for the purpose of provisioning is ascertained based on asset coverage

ratio as per latest available published annual accounts with `Capitaline'.

(f) Short Term Money Market Instruments such as Certificates of Deposit and Commercial

Papers, which are discounted at the time of contract at the agreed rate, are accounted for

at their discounted value.

(g) Impairment in value of investments is assessed as at the Balance Sheet date and is

recognized as an expense in the Profit and Loss Account.

6.3    (a) Dividend is accounted for in the year in which it is declared though not received within the

year.

(b) Where dividend is declared at the Annual General Meeting of the company, but subsequently

the receipt of such dividend becomes doubtful, provision is made for the appropriate amount

under the head `Provision for Doubtful Loans, Investments and Debts'.

( c ) Dividend, on shares which are not transferred in the company's name, is accounted for on

realization.



ÊFFPFa=+ “P∂FÊFWºŒF - 2010-11 144



145 ANNUAL REPORT  2010-11

6.4 Where contracts of purchase of shares/debentures are made but delivery/registration of certificates

is pending, the same are accounted for as investments. If dividend is declared on such shares

during the pendency of delivery immediately after purchase, the cost of shares is reduced by the

amount of such dividend.

6.5 Where bonus shares are received, the number of shares is recorded as an increase without

affecting the book value.

6.6 Investment in units of Mutual Fund is valued on Net Assets Value (NAV) basis and unrealized gain/

loss is recognized in 'Fair Value Change Account'.

6.7 Investment Properties - Real Estates are valued at historical cost less depreciation and

impairment loss.

6.8 Interest, dividend and rent income, net of expenses and profit/loss on sale/realisation of

investments, are apportioned between Revenue Accounts (Policyholders' Account) and Profit

and Loss Account (Shareholders' account) in the ratio of policyholders' fund and shareholders'

fund balances at the beginning of the year.

7. EXPENSES OF MANAGEMENT/OPERATING EXPENSES :

Expenses of Management, other than those charged to Profit and Loss Account, are apportioned to the

Revenue Accounts on the basis of Gross Direct Premium plus Reinsurance Acceptance Premium

giving weightage of 75% for Marine business and 100% for Fire and Miscellaneous business.

8. FIXED ASSETS AND DEPRECIATION

(a) Fixed assets are carried at cost less accumulated depreciation.

(b) Depreciation on fixed assets is charged on written down value method at the rates prescribed in

Schedule XIV to the Companies Act, 1956 or in the Income Tax Rules, 1962, whichever is higher.

(c) In case of leasehold properties, lease premium is amortised over the lease period.

(d) In respect of additions during the year, the period for charging depreciation is reckoned as per the

provisions of the Income Tax Rules, 1962.  No depreciation is charged on sale/disposal during

the year.

(e) In respect of fixed assets in foreign countries, depreciation is charged as per local laws of those

countries.

9. EMPLOYEE BENEFITS

Provision for gratuity, pension, leave encashment, sick leave and leave travel subsidy is made on

actuarial valuation in accordance with Accounting Standard 15 (Revised 2005), on Employee Benefits.

10. IMPAIRMENT OF ASSETS

An asset is treated as impaired when its carrying cost exceeds its recoverable value.  Such impairment

loss is charged to the Profit and Loss Account in the year in which impairment has occurred. Impairment

loss recognized in a prior accounting year is reversed on the upward change in the estimate of

recoverable value over the carrying cost.
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11. INTANGIBLE ASSETS

Intangible assets are amortized over the useful life of the assets.

12. SEGMENTAL REPORTING

For the purpose of segmental reporting segments have been classified as per directives    given in The

Insurance Regulatory and Development Authority (Preparation of Financial Statements and Auditors'

Report of Insurance Companies) Regulations, 2002.

13. CONTINGENT LIABILITIES & CONTINGENT ASSETS

(a) Provision against contingent liabilities is recognized when there is a present obligation as a result

of past event and it is probable that an outflow of resources will be required to settle the obligation

and in respect of which reliable estimate can be made.

(b) Contingent assets are not recognized in the accounts.

14. OTHERS

14.1  Interest on tax refunds is accounted for on the basis of orders passed by the Tax Authorities.

14.2 Salvage recoveries are accounted for on realization and credited to claims account.

14.3 Service Tax credit for input service tax paid by the company is considered in the accounts on the

basis of the statements received from various offices of the Company.

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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Schedules forming part of Financial Statements

Schedule – 17

NOTES   FORMING PART OF THE ACCOUNTS

1. There are Contingent Liabilities as under:

(a) Uncalled amount on partly paid shares `4181 thousand (`4181 thousand)

(b) Claims against the company not acknowledged as debts or under dispute `139830 thousand

(`144160 thousand)

(c) Disputed Income Tax of ̀ 652380 thousand (`345978 thousand), Interest Tax of ̀ 10122 thousand

(`10122 thousand),.

(d) Disputed Service Tax of `69540 thousand ( ` 'nil' thousand)

2. Capital commitments remaining outstanding are:

(a) Loans and Investments `73060 thousand (`8060 thousand)

(b) Fixed assets `22829 thousand (`15329 thousand)

(c) IT enabled Business Process Re-engineering (EASI) ̀  3533400 thousand (` 3890177 thousand).

3. (a) Claims, less reinsurance :

(` in thousand)

Paid to Fire Marine Miscellaneous       Total

i) Claimants in India 2562298 883450 33821964 37267712

(2149856) (698707)  (28444958) (31293521)

ii) Claimants outside India 6407 24326 128576 159309

(8332) (47064) (143813) (199209)

(b) Premiums, less reinsurance

Fire Marine Miscellaneous Total

i) in India 4734116 1661005 47329361 53724482

(3741908) (1292661) (34591603) (39626172)

ii) outside India 34022 30743 107804 172569

(26242) (37823) (86304) (150369)
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4. Ageing of claims outstanding (on Indian gross business) is as follows:

(` in thousand)

Less than six months Six months and more Total

Fire 1946834 3822029 5768863

(1724747) (4004145) (5728892)

Marine 980704 948770 1929474

(653831) (2051382) (2705212)

Miscellaneous 9266965 26225446 35492411

(8490014) (27096475) (35586489)

5. Transfer of investments in Shares/Securities having book value of `24 thousand (`24 thousand) is

under demat rejection and hence pending.

6. In accordance with the regulations prescribed by IRDA, unrealized gains (net) amounting to ̀  81408106

thousand  (`80551562 thousand), arising due to changes in the Fair Value of listed equity shares and

mutual funds (excepting equities listed in stock exchanges outside India and thinly traded equity shares),

are taken to `Fair Value Change Account'. The historical cost of such investments amounted to

`23513260 thousand (`22646349 thousand). Pending realization, the credit balance in the Fair Value

Change Account is not available for distribution.

Break-up of Market Value and Historical Cost which have been valued on fair value basis is as follows:

(`̀̀̀̀ in thousand)

Market Historical Fair Value Change

Value Cost Account (Unrealised Gain)

Equity Shares of PSU 14551612 8526223 6025389

(12544883) (5959294) (6585589)

Equity Shares of Indian 89020340 13638013 75382327

Companies other than PSUs (86519298) (12557031) (73962267)

Equity Shares Demat 24 24 (-)

Rejected cases (24) (24) (-)

Mutual Fund 1349390 1349000 390

(4133706) (4130000) (3706)

Total 104921366 23513260 81408106

(103197911) (22646349) (80551562)
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7. The nature of securities in respect of secured loans (referred to in Schedule 9) is:

(a) first mortgage and charge of borrowers' all immovable properties, both present and future, and

(b) first mortgage by way of hypothecation of borrowers' all movable properties, including book debts,

all movable articles and such other movables as are agreed to by other lending/financial institutions.

Value of the securities referred above at any time during the pendency of the loan is not less than

1.25 times of the loan amount outstanding.

Mortgages and charges referred to above created and/or to be created rank pari-passu in favour

of all lending/financial Institutions.

Original security documents are retained at Lead Institution level and the extent of coverage is

ascertainable at that level in case of Term Loans and Debenture Trustee level in case of debentures.

(c) Loans to HUDCO `105333 thousand (`210333 thousand) are secured by negative lien  with

Power of Attorney in favour of the Company for creating first floating charge on all present and

future properties and assets of HUDCO including the mortgage that may be obtained by HUDCO

in its favour.

8. (a) Investments in Equity Shares of ̀ 1888 thousand (`1888 thousand) held by the Company against

ownership of certain immovable properties have been included under `Investment Properties -

Real Estate' in Schedule 8.

(b)  As per valuation report of independent approved valuer proportionate fair value of real estate

occupied by tenants is `124125  thousand (`124125 thousand). Proportionate cost of such real

estate is shown under Investment Properties (Schedule-8).

9.    (a) Differences as stated below between the Company's holding and holding certificate from Stock

Holding Corporation of India Limited (SHCIL) are under reconciliation.

(b) Investment in Debentures includes `49587 thousand (`70254 thousand) against which the

Company holds Allotment Letters only. The certificates are yet to be received from the concerned

companies.

(`̀̀̀̀ in thousand)

2010-11 2009-10

SHORT EXCESS SHORT EXCESS

Equity 457 61 1434 48

Preference 0.03 36 0.029 36

Debentures 0.03 - 13 252

Total: 457.06 97 1447.029 336
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(`̀̀̀̀ in thousand)  

TERM LOAN DEBENTURE PREFERENCE TOTAL

SHARES

a) Standard Current Year - - - -

    Assets Previous Year - 6000 - 6000

b) Substandard Current  Year - - - -

    Assets Previous Year 228232 - - 228232

c) Doubtful Current  Year - - - -

    Assets Previous Year - - - -

d) Loss Current  Year - - - -

    Assets Previous Year - - - -

Total: Current  Year - - - -

Previous Year 228232 6000 - 234232

(b) Segregation of loans and investments into performing and non-performing asset is given below:

i) Performing Investments `22554199 thousand (`16120222 thousand)

ii) Non-performing Investments `854702 thousand (`895352 thousand)

    Total book value `23408901 thousand (`17015574 thousand)

(c) Overdue interest on loans and debentures considered NPA amounting to `2230118  thousand

(`1996472 thousand) has not been accounted for in view of uncertainty of realization.

11. Additional gratuity liability is arising in the current year due to enhancement of maximum limit of gratuity

payable under Payment of Gratuity Act, 1972 from ̀ 350 thousand to ̀ 1000 thousand.  As per actuarial

valuation such additional gratuity liability is `404595 thousand which is amortized over a period of five

years in terms of circular issued by IRDA in this regard. Had there been no such deferment, profit of the

year would have reduced by `323676 thousand.

12 In terms of joint institutional decisions, restructuring of dues from various corporate houses has been

done consequent to which `8252 thousand (`'nil') towards Principal and `33793 thousand (`17612

thousand) towards interest have been waived during the year.

13 (a) Depreciation on Fixed Assets have been provided on Written Down Value method at the following rates:

(1) Office Equipments, Air-conditioner, Generators … 15.00%

(2) Computer and I.T. Equipments … 60.00%

(3) Fans & Electrical Equipments … 13.91%

10. (a) Total amount of Loan Assets subjected to restructuring under CDR during the year is given below:
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(4) General Furniture … 18.10%

(5) Motor Cars … 25.89%

(6) Cycle … 20.00%

(7) Buildings used as –   (i) Office Premises … 10.00%

                              (ii) Residential Houses …   5.00%

(b) Computer Software being intangible asset is amortized equally over a period of 3 years. The

carrying amount and amortization amount at the end of the year in respect of such asset (included

in Schedule - 15) are `593874 thousand (`882577 thousand) and `300565 thousand (`324776

thousand) respectively.

(c) Land and House property in India under fixed assets (Schedule - 10) includes `55310 thousand

(`59215 thousand) for which deeds of conveyance are pending. Stamp duty and registration cost

will be taken into account in the year of execution of conveyance deed.

(d) Leasehold assets are all under finance lease against which no lease payments are due as on the

Balance Sheet date or in future.

14. Barring disputed cases no settled insurance claim remained unpaid for more than six months as on the

Balance Sheet date.

15.   (a) Confirmation of balances shown under the following heads could not be obtained and reconciliation

thereof is in progress:

- Agents' Balances - Dr. `1168 thousand (Dr. `404 thousand)

- Loans and Advances - Dr. `2575 thousand (Dr. `4477thousand)

- Inter Office Adjustments - Cr. `10991 thousand (Dr. `185 thousand)

- Amount due from/to other persons or - Dr. `102307 thousand (Dr. `269532

  bodies carrying on Insurance Business thousand) and

- Cr. `73521 thousand (Cr.`83872 thousand)

- Unexplained Bank Debit and Credit in - Dr. `1913  thousand (`6843 thousand)

Bank Reconciliation Statement and

- Cr. `7833  thousand (`8514 thousand)

- Sundry Debtors - `1168 thousand (`1311 thousand)

- Sundry Creditors - `1382 thousand  (`6649 thousand)

The impact of adjustments on reconciliation in the accounts remains unascertained.

(b) Unlinked/unidentified old debits and credits in certain Bank Accounts of the Company at Head

Office are subject to reconciliation/adjustments. The differences (net credit) amounting to ` 17339

thousand (` 18674 thousand) have been transferred to Bank Suspense account and shown under

Current Liabilities - Sundry Creditors in Schedule-13.
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(c) Outstanding balances in "Amount Due from Insurance/Reinsurance Companies" are subject to

reconciliation with  the outstanding balances in "Amount Due to Insurance/Reinsurance Companies"

and also subject to confirmations from the respective insurance/reinsurance companies. Necessary

provisions in this regard have been made.

16. In the case of motor pool arrangements which are in accordance with IRDA directives, accounting of

reinsurance are done based on pool accounts drawn by Pool Administrator General Insurance

Corporation of India, upto February, 2011.

17. (a) The Company  entered into a transfer agreement on 27.12.2006 with New India Assurance Co. Ltd.

to transfer assets & liabilities of Hong Kong Branch at their carrying values including all the operations

of the branch subject to approval by the Insurance Authority of Hongkong. The approval has been

obtained for transfer of business. The present arrangement would continue as a pure run-off operation

and the run-off exercise will be over once the entire outstanding liability is fully paid.

       (b) The amount of Gain/Loss on disposal of assets or settlement of liabilities attributable to the

discontinuing operation will be accounted for at the appropriate time.

18. Related party disclosures are given below:

(a) Associates:

1. India International Insurance Pvt. Ltd., Singapore

Nature of transactions:

No. of shares held - 1,00,00,000 (50,00,000)

Book value of share - `28576 thousand (`28576 thousand)

Dividend received - `12648 thousand (`12335 thousand)

2. Kenindia Assurance Co. Ltd., Nairobi

Nature of transactions:

No. of shares held - 4,35,186 (3,32,790)

Book value of shares - `7132 thousand (`7132 thousand)

Dividend received - ` 'nil'  thousand (`927 thousand)

(b) Key Management Personnel:

1. Shri N S R Chandraprasad, Chairman-cum-Managing  Director

2. Shri Kuldip Singh, Director  (from 10.05.2010)

3. Shri A. V Girijakumar, Director (from 10.05.2010)

Nature of transactions:

Salaries, allowances & contributions `5507  thousand (`2182 thousand)
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The following amounts have been recognized in the Profit & Loss Account:

(`̀̀̀̀ in thousand)

Defined Benefit Plan 31.03.2011 31.03.2010

Gratuity (excluding deferred amount) 80919 1164129

Pension 726400 642677

Leave Encashment 434625 660084

Sick Leave 86452 39789

LTS 531 3455

The status of the plan is given below:

(`̀̀̀̀ in thousand)

Leave Sick

Gratuity Pension Encashment Leave  LTS

A) Present Value of Obligation

At beginning of the year 4276466 8760192 2064001 372635 168710

(3015494) (8467514) (1403997) (332845) (165255)

Interest Cost 353329 689774 165204 31674 12251

(237997)  (636177)  (108045) (26627) (10948)

Service Cost 233305 361404 182174 71506 -

(174292) (352835) (146085) (52893) (-)

Actuarial (Gain)/Loss 448812 755830 328098 –16727 37439

(929729) (334264) (512733) (–39731) (49296)

Benefits Paid 239305 1290400 240852 - 49159

(81046)  (1030600) (106860) (-) (56790)

At the end of the year 5072607 9276800 2498626 459087 169241

(4276466) (8760191) (2064000) (372635) (168710)

19. No Premium Deficiency Reserve has been created since in the opinion of the management, the expected

claim costs along with the related expenses and maintenance cost would not exceed the related

Reserve for Unexpired Risks in respect of Fire (+) ̀  651700 thousand [(+) ̀ 930000 thousand], Marine

(+) `651700 thousand [(+) `1096500 thousand]  and Miscellaneous (+)`1298600 thousand [(+)

`434500 thousand]. While there is no deficiency in Motor Own Damage Segment which is (+)

`1645300 thousand [(+) `1233900 thousand], the deficiency in Motor Third Party works out to

`646200 thousand [`702800 thousand].

20. The Company has adopted the Accounting Standard 15 (Revised 2005) issued by the Institute of

Chartered Accountants of India (ICAI) in respect of employee benefits.
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Fair Value at beginning of the year 3084528 8580200 - - -

(2635590) (8100000) (-) (-) (-)

Expected Return 246762 686416 - - -

(210847) (648000) (-) (-) (-)

Actuarial (Gain)/Loss 172593 –22116 - - -

(–32956) (32600) (-) (-) (-)

Benefits Paid 239305 1290400 - - -

(81046) (1030600) (-) (-) (-)

Fair Value at end of the year 4668012 8550400 - - -

(3084528) (7960000) (-) (-) (-)

Leave Sick

Gratuity Pension Encashment Leave  LTS

B) Change in Plan Assets:

Leave Sick

Gratuity Pension Encashment Leave  LTS

C) Reconciliation of Fair Value of obligation

and Present Value of Plan Assets

Fair Value at the year end 4668012 8550400 - - -

(3084528) (7960000) (-) (-) (-)

Present Value at the year end 5072607 9276800 - - -

(4276466) (8760191) (-) (-) (-)

Net (Liability) recognized in –404595 –726400 - - -

Balance Sheet (–1191937) (–800191) (-) (-) (-)

(`̀̀̀̀ in thousand)

D) Assumptions

Discount Rate (%) 8.50 8.50 8.50 8.50 8.50

(8.00) (8.00) (8.00) (8.00) (8.00)

Return on Plan Asset (%) 8.00 8.00 - - -

(8.00) (8.00) (-) (-) (-)

(`̀̀̀̀ in thousand)

21. In spite of having large amount of carry forward losses under tax laws, recognition of Deferred Tax
Asset in terms of Accounting Standard 22 has been dispensed with owing to uncertainty over future
taxable income.

22. The Company has created the reserve for Unexpired Risk as at the end of the Accounting period based
on 1/365 method in the Health segment as per IRDA Circular No. IRDA/F&I/CIR/015/02/2011 dated
February 2, 2011. The difference between the reserve on the basis of 1/365 method and URR as would
have been created based on Section 64V(1)(ii)(b) of the Act has been transferred to a "Contingency
reserve for Unexpired Risk" and the same will be transferred to General Reserve in the succeeding
year.
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23. In the opinion of management, there is no impairment of assets of the Company that requires any
adjustment to be made in terms of Accounting Standard 28 issued by the ICAI.

24. No provision has arisen against contingent liabilities in terms of Accounting Standard (AS) 29 issued by
the Institute of Chartered Accountants of India. Disputed statutory matters mainly include issues under
litigation with respect to Income Tax and Interest Tax for which no provision is considered necessary.
However,  the amounts are disclosed under contingent liabilities.

25. Service Tax credit as per Cenvat Rules has been considered in the accounts by debiting Service Tax
Recoverable Account and crediting respective expenses accounts for ̀  2793434  thousand (` 1423820
thousand) against payment of input Service Tax.

26. Current Tax includes:

31.03.2011 31.03.2010

Wealth Tax 7500 thousand ` 7000 thousand

Income Tax (MAT) NIL ` 480000 thousand

27. Accounting Ratios prescribed by IRDA have been furnished in Annexure I.

28. Summary of working results for the last 5 years as prescribed by IRDA is furnished in Annexure II.

29. Expenditure includes Prior Period Items:

(`̀̀̀̀ in thousand)

Head of Account As on 31.03.2011 As on 31.03.2010

Employee Remuneration and Welfare benefits 68 74

Travel, conveyance and vehicle running expenses 45 3

Rents, Rates and Taxes 97 1129

Repairs 297 105

Printing & Stationery 77 32

Communication 176 49

Auditors fees' 5 76

Advertisement 0 161

Others 1410 1072

Electricity charges 161 152

Office up-keep & Maintenance 21 12

Payment to Professionals & Contractors 2066 -

Pre-insurance expenses 387 -

Total: 4810 2865
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30. Details of various penal actions taken by various Government Authorities :

31. Figures in brackets are of the previous year. To conform to current year's presentation previous year's

figures are regrouped or rearranged wherever considered necessary.

(`̀̀̀̀ in thousand)

 

Sl. 
No
. 

Authority 
Non –

Compliance/Violation 
Penalty 

Awarded 
Penalty 

Paid 

Penalty 
Waived/Re

duced 

1. Insurance Regulatory and 
Development Authority 

 - 
 
 

- 

- 
 
 

- 

- 
 
 
-- 

2 Service Tax Authorities  - 
- 

- 
- 

- 
- 

3. Income Tax Authorities   - - - 

4. Any other Tax Authorities 
(Municipal Corporation) 

 - 
- 

- 
- 

- 
- 

5. Enforcement Directorate/ 
Adjudicating Authority/ Tribunal or 
any Authority under FEMA 

 - 
 
- 

- 
 
- 

- 
 
- 

6. Register of Comp anies/ NCLT/ 
CLB/ Department of Corporate 
Affairs or any Authority under 
Companies Act, 1956. 

 - 
 
- 

- 
 
- 

- 
 
- 

7. Penalty awarded by any Court/ 
Tribunal for any matter including 
claim settlement but excluding 
compensation. 

 - 
 
- 

- 
 
- 

- 
 
- 

8. Securities and Exchange Board of 
India 

 - 
- 

- 
- 

- 
- 

9. Competition Commission of India  - 
- 

- 
- 

- 
- 

10. Any other Central/State/Local 
Government /  Statutory Authority. 

 - 
- 

- 
- 

- 
- 

For and on behalf of the Board of Directors

N. S. R. Chandraprasad Chairman-cum-Managing Director

Jitendar Kumar Mehan Director

Bhaskar Sen Director

Kuldip Singh Director

A. V. Girija Kumar Director

Rina Madia Dy. Company Secretary

Kolkata, the 26th
 
day of May 2011

GUHA NANDI & CO. N. SARKAR & CO.

Chartered Accountants Chartered Accountants

( Dr. B. S. Kundu ) (G. Mukhopadhyay)

Partner Partner

Membership No. 051221 Membership No. 010534
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KEY ANALYTICAL RATIOS FOR NON-LIFE INSURANCE COMPANIES FOR THE YEAR ENDING ON 31.03.2011

as per the definitions given in the IRDA Circular No. IRDA/F&I/CIR/F&A/012/01/2010

(Annexure III) dated January 28, 2010 Annexure - I

SL. PERFORMANCE RATIO RATIO / PERCENTAGE FORMULA RATIO / RATIO /

NO. PERCENTAGE PERCENTAGE

2010-11     2009-10

1. GROSS DIRECT PREMIUM GROWTH RATE (Gross Premium for the current year - 34.42 8.15

Gross Premium for the previous year)*100/

Gross Premium for the previous year)

a) Fire 33.31 8.47

b) Marine Cargo 19.08 3.97

c) Marine Hull 38.19 51.69

d) Motor Own Damage 31.71 1.07

e) Motor Third Party 19.34 2.60

f) Engineering 31.76 12.59

g) Workmen’s Compensation 36.45 14.76

h) Public Liability 25.85 16.74

i) Personal Accident 26.83 25.40

j) Health Insurance 55.86 20.22

k) Aviation -24.13 -32.76

l) Misc. Others 31.89 10.35

2. GROSS DIRECT PREMIUM TO GDPI/Shareholders’ Funds* 64.14 48.49

SHAREHOLDERS’ FUND RATIO *Shareholders funds viz. (share capital,

reserves and surplus, credit/(debit) fair value

change account) less (miscellaneous

expenditure, debit balance in profit and loss

account or shareholders’ account)

3. GROWTH RATE OF SHAREHOLDERS’ FUND (Shareholders’ Funds (CY)-shareholders 1.61 91.28

funds (PY)/Shareholders’ funds (PY)

4. NET RETENTION RATIO Net Premium / GDPI 86.30 85.61

a) Fire 82.60 87.02

b) Marine Cargo 78.06 80.02

c) Marine Hull 25.18 16.73

d) Motor Own Damage 89.71 89.58

e) Motor Third Party 96.12 93.64

f) Engineering 34.78 43.44

g) Workmen’s Compensation 90.01 90.02

h) Public Liability 90.00 90.01

i) Personal Accident 89.99 89.99

j) Health Insurance 90.00 90.00

k) Aviation 8.12 -1.05

l) Misc. Others 95.94 87.74

5. NET COMMISSION RATIO Gross Commission Paid/GDPI 6.30 7.74

a) Fire 5.98 6.50

b) Marine Cargo 11.24 11.39

c) Marine Hull 1.19 0.78
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SL. PERFORMANCE RATIO RATIO / PERCENTAGE FORMULA RATIO / RATIO /

NO. PERCENTAGE PERCENTAGE

2010-11     2009-10

d) Motor Own Damage 7.63 9.71

e) Motor Third Party 0.00 -0.84

f) Engineering 6.76 5.67

g) Workmen’s Compensation 10.60 9.72

h) Public Liability 11.46 9.90

i) Personal Accident 12.79 11.47

j) Health Insurance 8.92 10.51

k) Aviation 0.74 0.05

l) Misc. Others 2.41 13.15

6. EXPENSES OF MANAGEMENT TO (Operating expenses related to insurance 31.96 35.71

GROSS DIRECT PREMIUM RATIO business plus direct commissions paid)/GDPI

7. COMBINED RATIO (Claims paid plus Operating expenses related 101.43 115.80

to insurance business plus direct

commissions paid)/GDPI

8. TECHNICAL RESERVES TO NET (Reserves for Unexpired Risk + Reserve for 142.70 155.49

PREMIUM RATIO premium deficiency plus Reserve for

Outstanding Claims) / Net Premium

9. UNDERWRITING BALANCE RATIO (Underwriting profit / loss) Net Premium -31.86 -24.15

a) Fire 5.58 4.36

b) Marine Cargo 5.50 32.27

c) Marine Hull -121.92 -67.63

d) Motor Own Damage -9.01 -0.80

e) Motor Third Party -117.76 -65.31

f) Engineering 29.58 40.54

g) Workmen’s Compensation 25.54 13.96

h) Public Liability 46.20 33.45

i) Personal Accident -5.20 -109.43

j) Health Insurance -37.22 -44.30

k) Aviation 16.67 4143.90

l) Misc. Others 21.51 8.30

10. OPERATING PROFIT RATIO (Underwriting profit/loss) + Investment 1.91 9.75

Income/ Net Premium

11. LIQUID ASSETS TO LIABILITIES RATIO Liquid Assets / Policyholders’ Liabilities 21.59 22.69

12. NET EARNING RATIO Profit after tax / Net Premium 1.39 5.65

13. RETURN ON NET WORTH Profit after tax / Net Worth 0.77 2.35

14. Actual Solvency Margin  to Required 1.34 1.60

Solvency Margin

15. NPA ratio

Gross NPA ratio 3.65 5.26

Net NPA ratio 0.38 1.20

RATIOS FOR NON-LIFE INSURANCE COMPANIES FOR THE YEAR ENDING ON 31.03.2011 Annexure - I
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Annexure - II

Working Result :

The working Results of the Company for the last five years are given below :

(`̀̀̀̀ in Crore)

Sl. No. PARTICULARS 2010-11 2009-10 2008-09 2007-08 2006-07

a. Income from Underwriting 5389.71 3977.65 3653.63 3187.98 2855.36

b. Increase/Decrease in Unexpired Risk Reserve 625.76 161.86 231.27 169.45 87.80

c. Incurred Claims on Underwriting 4623.27 3245.36 3393.67 2838.84 2394.22

d. Net Commission on Underwriting 255.44 231.41 218.17 203.89 114.04

e. Expenses & other Outgo 1605.64 1307.70 1015.37 989.17 867.51

f. Net Underwriting Result -1720.40 -968.68 -1204.85 -1013.37 -608.21

g. Net of other Income (Investment etc.) 1795.80 1237.27 1071.32 1185.43 1064.04

h. Profit/Loss before Tax 75.40 268.59 -133.53 172.06 455.83

i. Provision for Taxation 0.51 43.73 5.15 8.75 37.76

j. Profit/Loss after Tax 74.89 224.86 -138.68 163.31 418.07

Break up of Commission Expenses (In India) :

(`̀̀̀̀ in Thousand)

CLASS OF BUSINESS FOR THE YEAR 2010-11 FOR THE YEAR 2009-10

FIRE MARINE MISCELLANEOUS FIRE MARINE MISCELLANEOUS

Agents 163297 139604 2142960 146566 125453 1687361

Brokers 94610 67150 556075 63941 46173 380916

Corporate Agents 73200 1573 377165 65854 1682 501949

Referral Fees 2579 22 95871 - - 275643

Others 6682 823 195009 5217 241 294923

Total 340368 209172 3367080 281578 173549 3140792
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BALANCE SHEET ABSTRACT AND COMPANY’S

GENERAL BUSINESS PROFILE

(Statement pursuant to Part IV of Schedule VI to the Companies Act, 1956)

I. REGISTRATION DETAILS : APPLICATION OF FUNDS :

Registration No. : 1713 Net Fixed Assets : -262955

State Code : 21 Investments, Loans : 18381784

(net of Fair Value Change)

Balance Sheet Date : 31.03.2011 Net Current Assets : –17429145

Misc. Expenditure : 59190

II. CAPITAL RAISED DURING THE YEAR :

(` in Thousand) Accummulated Losses : Nil

Public Issue : Nil

Right Issue : Nil IV. PERFORMANCE OF COMPANY :

(` in Thousand)

Bonus Issue : Nil

Turnover : 65954493

Private Placement : Nil (Net Premium, Investment and

Other Income)

Total Expenditure : 65200518

III. POSITION OF MOBILISATION AND

DEPLOYMENT OF FUNDS : Profit/(Loss) Before Tax : 753975

(` in Thousand)

Profit/(Loss) After Tax : 748874

Total Liabilities (including : 9,79,85,970

Shareholders’ Funds) Earnings per share (in Rs.) : 7.49

Total Assets : 9,79,85,970 Dividend rate (%) : —

SOURCES OF FUNDS : V. GENERIC NAMES OF THREE PRINCIPAL

PRODUCTS/SERVICES OF THE COMPANY :

Paid-up Share Capital : Nil

(AS PER MONETARY TERMS)

Reserves and Surplus : 7,48,874

Item Code No. : Not Applicable

Secured Loans : Nil

Product Description : General Insurance

Unsecured Loans : Nil
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