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5 L4253 Valdation Basis (Life Insurance)
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A C%wptet; on Valuation basis covering the following minimum criteria should also be displayed on the web-site of the Insurers.
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a. How the policy data needed for valuation is accessed.

The policy details under Individual and Group policies are maintained in the database. A portion of policies under Group Business is
maintained in Excel spreadsheets. The details of the policies as at 31 March 2009 were frozen and backed-up after the close of the business.
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" How the valuation bases are supplied to the system

¢ 31 Blarch 2009, 94% of the policy liabilities were Unit Linked. The unit linked liabilities recorded in the policy administration systems
ecorg;lled with the Investment Accounting system. The balance of 6% policy liabilities comprise of liabilities in respect of Individual Par,
Irﬁdg/gduala\lon par and Group Term Insurance Business. Majority of the policy liabilities under Individual Par and Individual Non Par Business
are yaluedausmg PROPHET actuarial software. Valuation bases are fed to this software using tables. Less than 1% of the policy liabilities are
valgd usu;m the excel spreadsheets. The liabilities under Group Term Insurance Business are valued using Unexpired Premium method.

1) % Inferest : Maximum and minimum interest rate taken for each segment
= i. Individual Business Maximum Minimum
1. Life- Participating policies 6.75% 6.75%
2. Life- Non-participating Policies 6.25% 6.25%
- oo 3 Annuities- Participating policies Not applicable Not applicable
588 8%$ 4. Annuities — Non-participating Not applicable Not applicable
§S i 2z plicies
2 ggé 5. &nnuities- Individual Pension Not applicable Not applicable
° 532 Blan
(i;’ 6. Gnit Linked The Unit Liabilities are the balances in the policyholders' accounts and does not require any
S & assumption.
§ 7. Bealth Insurance - Linked The Unit Liabilities are the balances in the policyholders' accounts and does not require any
5 {-;: assumption.
2 g
ii. Group Business The liabilities under Unit Linked Group Business are the balances under policyholders' accounts.

Under Group Term Insurance, the liabilities are calculated using Unexpired Premium Method.
As such, no assumption is required under Group Business.
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Médrtality Rates : the mortality rates used for each segment
orta§ty rates used for valuing policy liabilities are based on the published mortality table - India Assured Lives Mortality (1994-96)
(m@ified)g_Ultimate with adjustment to reflect expected experience and with an allowance for adverse deviation
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ExXpenses:
Q

Bonus Rates:

3
Po@cyholders Reasonable
E)@ectations:

11U

Taxation and Shareholder
Transfers:
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Policy related maintenance expenses have been based on the medium term level of expenses
projected in the Company's financial model. The maintenance expenses are subject to inflation
consistent with the investment returns assumed. Commission rates have been assumed as per the
Company policy and as paid

Policy liabilities under Par Business are valued using bonus rates consistent with future
experience.

Most of the business is under Unit Linked and Non Par policies wherein the policy benefits are
not subject to the discretion of the Company. As on 31 March 2009, only 4% of the policy
liabilities were under Par Business. The expectations of these policyholders are managed by
declaration of bonus in line with the investment returns achieved.

An allowance is made for the tax @ 14.1625%. The Shareholders' share of profits is at the rate
of 100% and 10% under the Non Par and Par Business respectively.

Basis of provisions for Incurred But An explicit provision for IBNR was made based on the total claims paid during the year.

Not Reported (IBNR):
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5 8§i 3 CHange in Valuation Methods or Bases :
2§. Individuals Assurances
71 I‘éﬂ]terest No change as compared with the previous year
5 2 @-Xpenses Allowance for policy maintenance expenses was decreased as compared with the previous year
¢ 3. Ehflation The Inflation Rate was increased as compared with the previous year
2 2
ii. Annuities
1. Interest
a. Annuity in payment Not applicable
238 gfgf,’- b. Annuity during deferred period  Not applicable
gﬁ § ;i c.i?ension : All Plans Not applicable
8 =35 2. Bxpenses Not applicable
2 3@ 2 . .
5 5223 I§1flat|on Not applicable
25 2
Sii. Undt Linked
g 1 Iigterest No change as compared with the previous year
% 2. Bxpenses No change as compared with the previous year
2 3. Faflation No change as compared with the previous year
iv. Health - Linked
1. Interest No change as compared with the previous year
2R:R8 2. Expenses No change as compared with the previous year
§§ % ;i’ Ir,lflatlon No change as compared with the previous year
5 32y Group
2>»3 3 . -
22 1. Bterest No change as compared with the previous year
-‘E 2. %xpenses No change as compared with the previous year
s 3. Izgflatlon No change as compared with the previous year
5
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