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Schedule 16 - Significant Accounting Policies 
and Notes to the Accounts
Corporate Information
HDFC Life Insurance Company Limited ('HDFC Life' or 
'The Company') (Formerly HDFC Standard Life Insurance 
Company Limited) is formed as a joint venture between 
Housing Development Finance Corporation Limited ('HDFC 
Limited') and Standard Life Aberdeen plc.

The Company was incorporated at Mumbai on August 14, 
2000 as a public limited company under the Companies 
Act, 1956. The Company obtained a certificate of 
commencement of business on October 12, 2000 and a 
certificate of registration from the Insurance Regulatory 
and Development Authority of India ('IRDAI') on October 
23, 2000 for carrying on the business of life insurance. The 
Company offers a range of individual and group insurance 
solutions. The portfolio comprises of various insurance and 
investment products such as Protection, Pension, Savings, 
Investment, Annuity and Health.

The Shares of the Company are listed on National Stock 
Exchange of India Limited (NSE) and BSE Limited (BSE). 

The Company has two wholly owned Subsidiaries, HDFC 
Pension Management Company Limited (‘HDFC Pension’) 
and HDFC International Life and Re Company Limited. 
HDFC Pension (‘the Indian Subsidiary’) is a public limited 
company domiciled in India and was incorporated under 
the provisions of the erstwhile Companies Act, 1956 on 
June 20, 2011 with the purpose of managing pension 
fund business. HDFC Pension was granted Certificate of 
Registration dated February 13, 2019 (Registration code: 
POP246022019) by the PFRDA for acting as Point of 
Presence (PoP) under National Pension System, to provide 
PoP – NPS – Distribution and Servicing services for public 
at large. HDFC International Life and Re Company Limited 
(‘the Foreign Subsidiary’) incorporated in Dubai on January 
10, 2016 under the DIFC (Dubai International Finance 
Centre) Companies Law No. 2 of 2009 under registration 
number 2067. HDFC International Life & Re Company 
Limited is regulated by the Dubai Financial Services 
Authority ("DFSA") and is licensed to undertake life 
reinsurance business in the UAE. It provides risk-transfer 
solutions, prudent underwriting solutions and value added 
services, among others, across individual life, group life 
and group credit life lines of business. HDFC International 
Life & Re currently offers reinsurance solutions in the Gulf 
Cooperation Council (“GCC”) and Middle East & North Africa 
(“MENA”) regions.

In December 2018, HDFC International Life & Re has been 
assigned a long-term insurer financial strength rating of 
“BBB” with a stable outlook by S&P Global Ratings. The 
long-term insurer financial strength rating of “BBB” has 
been reaffirmed in December 2019 by S&P Global Ratings

These consolidated financial statements comprise the 
financial statements of HDFC Life Insurance Company 
Limited, (Formerly HDFC Standard Life Insurance Company 
Limited) the parent company and its wholly owned 
subsidiaries ‘HDFC Pension Management Company Limited’ 
and ‘HDFC International Life and Re Company Limited’ 
(together referred to as “the Group”). 

A.  SIGNIFICANT ACCOUNTING POLICIES
1. Basis of consolidation
a)  These consolidated financial statements for the 

Group are prepared in accordance with the principles 
and procedures for preparation and presentation 
of consolidated financial statements as laid down 
under the Accounting Standard (AS) 21, “Consolidated 
Financial Statements” and are presented in the 
same format as that of the Company. The financial 
statements of the Company and its subsidiaries have 
been combined on a line-by-line basis by adding 
together similar items of assets, liabilities, income 
and expenses in respective components of financial 
statements after eliminating intra-group balances, 
transactions and resulting unrealised profits/losses. 
The Policyholders’ account specifically dealing 
with direct insurance business governed by IRDAI 
regulations has retained its distinct independent form 
in these consolidated financial statements. 

b)  The Company, its Indian Subsidiary and its Foreign 
Subsidiary are governed by different operation and 
accounting regulations and lack homogeneity of 
business, hence only material adjustments have 
been made to the financial statements of the two 
subsidiaries to bring consistency in accounting 
policies at the time of consolidation to the extent it is 
practicable to do so. Where it is not practicable to make 
adjustments and as a result the accounting policies 
differ, such difference between accounting policies of 
the Company and its subsidiaries have been disclosed.

c)  The notes to the consolidated financial statements 
for the Group are intended to serve as a means of 
informative disclosure and a guide towards better 
understanding of the consolidated position of the 
Group. The Group has disclosed such notes from the 
standalone financial statements of the Company and 
its subsidiaries which are necessary for presenting 
a true and fair view of the consolidated financial 
statements.

2. Basis of preparation
  These Consolidated Financial Statements for 

the year ended March, 31 (‘the period’), 2020 are 
prepared under the historical cost convention, on an 
accrual basis of accounting in accordance with the 
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accounting principles generally accepted in India 
(Indian GAAP) and in the manner prescribed by the 
Insurance Regulatory and Development Authority 
(Preparation of Financial Statements and Auditor’s 
Report of Insurance Companies) Regulations, 2002 
(‘the Financial Statements Regulations’), the Master 
Circular on Preparation of Financial Statements and 
Filing of Returns of Life Insurance Business Ref No. 
IRDA/F&A/Cir/232/12/2013 dated December 11, 2013 
(‘the Master Circular’) and other circulars issued by the 
IRDAI from time to time, provisions of the Insurance 
Act, 1938, as amended from time to time, including 
amendment brought by Insurance Laws (Amendment) 
Act, 2015, the Insurance Regulatory and Development 
Authority Act, 1999 as amended from time to time, 
the Companies Act, 2013 and amendments and rules 
made thereto, as applicable and the Act, as amended 
from time to time, to the extent applicable. Pursuant to 
Section 133 of the Companies Act, 2013, read with Rule 
7 of the Companies (Accounts) Rules, 2014, whereby 
till the accounting standards or any addendum 
thereto are prescribed by the Central Government in 
consultation and recommendation of the National 
Financial Reporting Authority, the existing accounting 
standards notified under Companies Act, 1956, shall 
continue to apply. Consequently, these financial 
statements have been prepared also to comply in 
all material aspects with the accounting standards 
notified under Section 211 (3C), of the Companies Act, 
1956 i.e. Companies (Accounting Standards) Rules, 
2006, as amended and to the extent applicable. 
Accounting policies have been consistently applied to 
the extent applicable and in the manner so required 
except to the extent specified in 1 above.

  Notes to these consolidated financial statements 
are intended to serve as a means of informative 
disclosure and a guide to better understanding of the 
consolidated position of the companies. Recognising 
this purpose, the Company has disclosed only such 
notes from the individual financial statements, which 
fairly present the needed disclosures.

  The accounting policies, notes and disclosures made by 
the parent are best viewed in its standalone financial 
statements to which these consolidated financial 
statements are attached. Differences in accounting 
policies followed by the subsidiaries consolidated have 
been reviewed and only material adjustments have been 
made to the consolidated financial statements, to the 
extent it is practicable to do so.

  Since the operations of the wholly owned subsidiaries 
are, at this stage, not material, the accounting policies 
herein largely reflect those polices of the parent and in 
all material aspects to that of the consolidated group.

3. Use of estimates
  The preparation of consolidated financial statements 

in conformity with generally accepted accounting 
principles in India (‘Indian GAAP’) requires that the 
Company’s management makes estimates and 
assumptions that affect the reported amounts of 
income and expenses for the year, reported balances 
of assets and liabilities and disclosures relating to 
contingent liabilities as on the date of the consolidated 
financial statements. The estimates and assumptions 
used in the accompanying consolidated financial 
statements are based upon management’s evaluation 
of the relevant facts and circumstances upto and as 
on the date of the consolidated financial statements. 
Actual results could differ from the estimates. Any 
revision to the accounting estimates is accounted for 
prospectively.  

4. Revenue recognition
i) Premium income
  Premium income from non-linked business including 

rider premium is accounted for when due from the 
policyholders and as reduced for lapsation expected 
based on the experience of the Company. In case of 
linked business, premium income is accounted for 
when the associated units are created. Premium on 
lapsed policies is accounted for as income when such 
policies are reinstated. Top up premium is considered 
as single premium.

ii)  Gross reinsurance premium
  Gross reinsurance premium written comprise the 

total premiums receivable for the whole period of 
cover provided by contracts entered into during the 
year and are recognised on the date on which the 
cover commences in the Consolidated Profit and Loss 
Account. Premiums include any adjustments arising 
in the year for premiums receivable in respect of 
business written in prior years.

iii)  Income from linked policies
  Income from linked policies, which includes fund 

management charges, policy administration charges, 
mortality charges and other charges, wherever 
applicable, is recovered from the linked funds in 
accordance with the terms and conditions of the 
insurance contracts and is accounted for as income 
when due. 

iv)  Income from investments
  Interest income on investments is accounted for on 

accrual basis. 

  Amortisation of premium or accretion of discount 
computed at the time of purchase of debt securities 
is recognised over the remaining period of maturity/
holding on a straight line basis.
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  In respect of investments held by the Indian 
Subsidiary, premium or discount computed at the time 
of purchase on Long term investments and money 
market instruments is amortised over the holding 
/ maturity period on a straight line basis, adjusted 
for change in value of investments due to market 
movements.

  In respect of investments held by the Foreign 
Subsidiary, interest income is recognised in the 
Consolidated Profit and Loss Account as it accrues and 
is calculated using the Effective Interest Rate (EIR) 
method. Fees and commissions that are an integral 
part of the effective yield of the financial asset 
are recognised as an adjustment to the EIR of the 
instrument.

  Dividend income is accounted for on "ex-dividend" 
date in case of listed equity and preference shares 
and in case of unlisted equity and preference shares, 
when the right to receive dividend is established.

   Fees received on lending of equity shares under 
Securities Lending and Borrowing scheme (SLB) is 
recognised as income over the period of the lending 
on a straight-line basis.

  In case of linked business, profit or loss on sale/
redemption of equity shares/Equity Exchange 
Traded funds (ETFs), Infrastructure Investment 
Trusts (InvITs), Real Estate Investments Trusts 
(REITs) preference shares and units of mutual fund is 
calculated as the difference between sale proceeds/
redemption proceeds net of sale expenses and the 
weighted average book value.

  In case of other than linked business, profit or loss on 
sale/redemption of equity shares/ equity ETFs, InvITs, 
REITs, preference shares, Additional Tier I Bonds 
and units of mutual fund includes the accumulated 
changes in the fair value previously recognised under 
“Fair Value Change Account” in the Consolidated 
Balance Sheet. 

  In case of linked business, profit or loss on sale/
redemption of debt securities is calculated as the 
difference between net sale proceeds/redemption 
proceeds and the weighted average book cost. In 
case of other than linked business, profit or loss on 
sale/redemption of debt securities is calculated as 
the difference between sales proceeds/redemption 
proceeds net of sale expenses and the weighted 
average amortised cost.

v)  Interest income on loans
  Interest income on loans is accounted for on an  

accrual basis.

vi)  Interest income on policy reinstatement
  Interest income on policy reinstatement is accounted 

for on received basis and is included in “Others” under 
"Other Income" in the Consolidated Revenue Account.

vii) Income from Fees 
 In respect of business of the Indian Subsidiary-

  Investment management fees are recognised 
on an accrual basis on daily closing assets under 
management across respective schemes under 
pension funds. The investment management fees 
are presented net of Goods and services Tax in 
Consolidated Profit and Loss Account.

  POP collection income includes account opening fees, 
contribution processing fees and persistency income. 

  Account opening fees are due and recognised 
on generation of Permanent retirement account 
number (PRAN). Contribution Processing fees are 
recognised on receipt of contribution from the 
customer. Persistency Income is recognised on 
subscriber accounts active for more than six months. 
POP Collection Income is presented net of Goods and 
Services Tax in Consolidated Profit and Loss Account

5. Reinsurance premium ceded
  Reinsurance premium ceded is accounted for on due 

basis, in accordance with the terms and conditions 
of the reinsurance treaties. Profit commission on 
reinsurance ceded is netted off against premium 
ceded on reinsurance. 

6. Acquisition costs
  Acquisition costs are the costs that vary with and 

are primarily related to the acquisition of new and 
renewal insurance contracts and consist of costs like 
commission to insurance intermediaries, rewards 
and incentives, sales staff costs, office rent, medical 
examination costs, policy printing expenses, stamp 
duty and other related expenses. These costs are 
expensed in the period in which they are incurred. 

7. Benefits paid
  Benefits paid consist of policy benefit amounts and 

claim settlement costs, where applicable.

 Non-linked business
  Death and rider claims are accounted for on receipt of 

intimation. Annuity benefits, money back payments 
and maturity claims are accounted for when due. 
Surrenders are accounted for on the receipt of consent 
from the insured to the quote provided by the Company.
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 Linked business 
  Death and rider claims are accounted for on receipt 

of intimation. Maturity claims are accounted for on 
due basis when the associated units are cancelled. 
Surrenders and withdrawals are accounted for on 
receipt of intimation when associated units are 
cancelled. Amount payable on lapsed/discontinued 
policies are accounted for on expiry of lock in period of 
these policies. Surrenders, withdrawals and lapsation 
are disclosed at net of charges recoverable. 

  Reinsurance claims receivable are accounted for in the 
period in which the concerned claims are intimated. 
Repudiated claims and other claims disputed before 
judicial authorities are provided for on prudent basis 
as considered appropriate by management.

8. Investments
  In case of the Company, investments are made 

in accordance to the provisions of the Insurance 
Act,1938, as amended from time to time including 
the amendment brought by the Insurance Laws 
(Amendment) Act, 2015, the Insurance Regulatory and 
Development Authority (Investment) Regulations, 
2000 and amendments made thereto, the Insurance 
Regulatory and Development Authority of India 
(Investment) Regulations, 2016, wherever applicable 
and various other circulars/notifications/clarifications 
issued by the IRDAI in this context from time to time.

  In case of the Indian Subsidiary, investments are 
accounted for in accordance with the requirements 
of the Accounting Standard (AS) -13, “Accounting for 
Investments”.

  Investments are recognised at cost on the date of 
purchase, which includes brokerage and taxes, if any, 
but excludes interest accrued (i.e. since the previous 
coupon date) as on the date of purchase. 

A) Classification of investments
  Investments maturing within twelve months from the 

Balance Sheet date and investments made with the 
specific intention to dispose them off within twelve 
months from the Balance Sheet date are classified 
as “short term’’ investments. Investments other than 
short term investments are classified as “long term” 
investments. 

B) Valuation of investments of HDFC Life
I. Real estate - investment property 
  Land or building or part of a building or both held 

to earn rental income or capital appreciation or for 
both, if any, rather than for use in services or for 
administrative purposes is classified as “real estate 
investment property” and is valued at historical 
cost, subject to revaluation, if any. Revaluation of 

the real estate investment property is done at least 
once in three years. Any change in the carrying 
amount of the investment property is recognised 
in Revaluation Reserve in the Consolidated Balance 
Sheet. Impairment loss, if any, exceeding the amount 
in Revaluation Reserve is recognised as an expense in 
the Consolidated Revenue Account or the Consolidated 
Profit and Loss Account.

II. Debt securities
a)  Non-linked business, non-unit reserve investments 

and shareholders’ investments
  Debt securities, including Government Securities 

are considered as “held to maturity” and accordingly 
valued at historical cost, subject to amortisation of 
premium or accretion of discount, if any, over the 
period of maturity/holding, on a straight line basis.

  Money market instruments like Commercial Papers, 
Certificate of Deposit, Treasury Bills (T- Bills) and 
Tri-Party Repo (TREPS) are valued at historical cost, 
subject to amortisation of premium or accretion of 
discount over the period of maturity/holding on a 
straight line basis. 

  Investments in Venture Funds and Security Receipts 
are valued at cost subject to provision for diminution, 
if any, in the value of such investments determined 
separately for each individual investment. Fixed 
Deposits and Reverse Repo are valued at cost.

b) Linked business
  Debt securities, including Government Securities 

are valued at market value, using Credit Rating 
Information Services of India Limited (‘CRISIL’) Bond 
Valuer/CRISIL Gilt Prices, as applicable. 

  Money market instruments like Commercial Papers, 
Certificate of Deposits, Treasury Bills (T- Bills) and 
Tri-Party Repo (TREPS) are valued at historical cost, 
subject to amortisation of premium or accretion of 
discount over the period of maturity/holding on a 
straight line basis. 

  Investments in Venture Funds and Security Receipts 
are valued at the latest available net asset values of 
the respective underlying funds. Fixed Deposits and 
investment in Reverse Repo are valued at cost. 

  Unrealised gains or losses arising on valuation of 
debt securities including Government Securities are 
accounted for in the Consolidated Revenue Account. 

  Securities with call options are valued at the lower of 
the values as obtained by valuing the security to the 
final maturity date or to the call option date by using 
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the benchmark rate based on the matrix released by 
CRISIL on daily basis. In case there are multiple call 
options, the security is valued at the lowest value 
obtained by valuing the security to the various call 
dates or to the final maturity date. Securities with 
put options are valued at the higher of the value as 
obtained by valuing the security to the final maturity 
date or to the put option date by using the benchmark 
rate based on the matrix released by CRISIL on daily 
basis. In case there are multiple put options, the 
security is valued at the highest value obtained by 
valuing the security to the various put option dates or 
to the final maturity date.

  Securities with both put and call options on the same 
day are deemed to mature on the put and call option 
day and would be valued on a yield to maturity basis, 
by using the benchmark rate based on the matrix 
released by CRISIL on daily basis.

III.  Equity shares, Equity Exchange Traded Funds 
(ETFs), Investment Trusts (InvIT), Real Estate 
Investment Trusts (REITs) and Additional Tier I 
Bonds (AT1 Bonds)

a)  Non-linked business, non-unit reserve investments 
and shareholders’ investments

  Listed equity shares, equity ETFs, InvITs and REITs are 
valued at fair value, being the last quoted closing price 
on the Primary Exchange i.e. National Stock Exchange 
(NSE) at the Balance Sheet date. In case, the equity 
shares and equity ETFs, InvITs and REITs are not 
traded on the Primary Exchange on the Balance Sheet 
date, the closing price on the Secondary Exchange i.e. 
Bombay Stock Exchange (BSE) are considered. 

  If the equity shares are not traded either on the 
Primary or the Secondary Exchange on the Balance 
Sheet date, then the price at which the equity shares 
are traded on the Primary or the Secondary Exchange, 
as the case may be, on the earliest previous day is 
considered for valuation provided such previous day 
price is not more than 30 days prior to the Balance 
Sheet date.

  Equity shares lent under the Securities Lending and 
Borrowing scheme (SLB) continue to be recognised 
in the Consolidated Balance Sheet as the Company 
retains all the associated risks and rewards of these 
securities.

  In case the equity ETFs, InvITs and REITs are not traded 
either on the Primary or the Secondary Exchange on 
the Balance Sheet date, then the equity ETFs, InvITs 
and REITs are valued at the latest available Net Asset 
Value (NAV). In case of InvITs and REITs where the 
market quote is not available for the last 30 days, 
the InvITs and REITs shall be valued at the latest NAV 

(not more than 6 months old) as published by the 
Infrastructure Investment Trust /Real Estate Trusts.

  The AT1 Bonds are valued at market value, using 
applicable market yields published by SEBI registered 
rating agency Credit Rating Information Services of 
India Limited (‘CRISIL’), using Bond Valuer. 

  Unrealised gains or losses arising due to changes in 
fair value are recognised under the head ‘Fair Value 
Change Account’ in the Consolidated Balance Sheet.

  Unlisted equity shares and listed equity shares that 
are not regularly traded in active markets and which 
are classified as “thinly traded” as per the guidelines 
governing Mutual Funds for valuation of thinly traded 
securities laid down by Securities Exchange Board 
of India (SEBI) are valued at historical cost, subject 
to provision for diminution, if any, in the value of 
such investments determined separately for each 
individual investment.

  Listed equity ETFs that are not regularly traded in 
the active markets and which are classified as “thinly 
traded” as per the guidelines governing Mutual Funds 
for valuation of thinly traded securities laid down by 
SEBI are valued at the latest available NAV.

  Bonus entitlements are recognised as investments on 
the ‘ex-bonus date’. Right entitlements are accrued 
and recognised on the date the original shares (on 
which the right entitlement accrues) are traded on the 
stock exchange on an ‘ex-rights’ date.

b) Linked business
  Listed equity shares, equity ETFs, Infrastructure 

Investment Trusts (InvITs) and Real Estate Investment 
Trusts (REITs) are valued and stated at fair value, 
being the last quoted closing price on the Primary 
Exchange i.e. the NSE at the Balance Sheet date. In 
case, the equity shares (including equity ETFs), InvITs 
and REITs are not traded on the Primary Exchange 
on the Balance Sheet date, the closing price on the 
Secondary Exchange i.e. the BSE are considered. 

  If equity shares are not traded either on the Primary or 
the Secondary Exchange on the Balance Sheet date, 
then the price at which the equity shares are traded 
on the Primary or the Secondary Exchange, as the 
case may be, on the earliest previous day is considered 
for valuation, provided such previous day price is not 
more than 30 days prior to the Balance Sheet date.

  Equity shares lent under the Securities Lending and 
Borrowing scheme (SLB) continue to be recognised 
in the Consolidated Balance Sheet as the Company 
retains all the associated risks and rewards of these 
securities.
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  In case the equity ETFs, InvITs and REITs are not traded 
either on the Primary or the Secondary Exchange on the 
Balance Sheet date, then the equity ETFs are valued 
at the latest available NAV. In case of InvITs and REITs 
where the market quote is not available for the last 30 
days, the InvITs and REITs shall be valued at the latest 
NAV (not more than 6 months old) as published by the 
Infrastructure Investment Trust /Real Estate Trusts.

  Unrealised gains or losses arising on such valuation are 
accounted for in the Consolidated Revenue Account.

  Listed equity shares that are not regularly traded 
in active markets and which are classified as “thinly 
traded” as per the guidelines governing Mutual Funds 
for valuation of thinly traded securities laid down by 
SEBI, are valued at historical cost, subject to provision 
for diminution, if any, in the value of such investment 
determined separately for each individual investment.

  Listed equity ETFs, InvITs and REITs that are not 
regularly traded in the active markets and which are 
classified as “thinly traded” as per the guidelines 
governing Mutual Funds for valuation of thinly traded 
securities laid down by SEBI are valued at the latest 
available NAV.

  Bonus entitlements are recognised as investments on 
the ‘ex-bonus date’. Right entitlements are accrued 
and recognised on the date the original shares (on 
which the right entitlement accrues) are traded on the 
stock exchange on the ‘ex-rights’ date.

IV. Preference Shares
a)  Non-linked business, non-unit reserve investments 

and shareholders’ investments
  Redeemable preference shares are considered as 

“held to maturity” and accordingly valued at historical 
cost, subject to amortisation of premium or accretion 
of discount.

  Listed preference shares other than redeemable 
preference shares are valued at fair value, being the 
last quoted closing price on the Primary Exchange i.e. 
National Stock Exchange (NSE) at the Balance Sheet 
date. In case, the preference shares are not traded on 
the Primary Exchange on the Balance Sheet date, the 
closing price on the Secondary Exchange i.e. Bombay 
Stock Exchange (BSE) are considered. 

  If preference shares are not traded either on the Primary 
or the Secondary Exchange on the Balance Sheet date, 
then the price at which the preference shares are traded 
on the Primary or the Secondary Exchange, as the case 
may be, on the earliest previous day is considered for 
valuation, provided such previous day price is not more 
than 30 days prior to the Balance Sheet date.

  Unrealised gains or losses arising due to changes in 
fair value are recognised under the head ‘Fair Value 
Change Account’ in the Consolidated Balance Sheet.

  Unlisted preference shares other than redeemable 
preference shares and listed preference (other than 
redeemable preference) shares that are not regularly 
traded in active markets and which are classified as 
“thinly traded” as per the guidelines governing Mutual 
Funds for valuation of thinly traded securities laid 
down by Securities Exchange Board of India (SEBI) 
are valued at historical cost, subject to provision for 
diminution in the value, if any, of such investments 
determined separately for each individual investment.

b) Linked business
  Listed preference shares are valued and stated at 

fair value, being the last quoted closing price on the 
Primary Exchange i.e. the NSE at the Balance Sheet 
date. In case, the preference shares are not traded on 
the Primary Exchange on the Balance Sheet date, the 
closing price on the Secondary Exchange i.e. the BSE 
are considered. 

  If preference shares are not traded either on the 
Primary or the Secondary Exchange on the Balance 
Sheet date, then the price at which the preference 
shares are traded on the Primary or the Secondary 
Exchange, as the case may be, on the earliest previous 
day is considered for valuation, provided such previous 
day price is not more than 30 days prior to the Balance 
Sheet date.

  Unrealised gains or losses arising on such valuations 
are accounted for in the Consolidated Revenue 
Account.

  Listed preference shares that are not regularly traded 
in active markets and which are classified as “thinly 
traded” as per the guidelines governing Mutual 
Funds for valuation of thinly traded securities laid 
down by SEBI, are valued at historical cost, subject 
to provision for diminution in the value, if any, of 
such investment determined separately for each  
individual investment.

V. Mutual funds
a)  Non-linked business, non-unit reserve investments 

and shareholders’ investments
  Mutual fund units held at the Balance Sheet date are 

valued at previous business day’s Net Asset Value 
(NAV) per unit. Unrealised gains or losses arising 
due to changes in the fair value of mutual fund units 
are recognised under the head ‘Fair Value Change 
Account’ in the Consolidated Balance Sheet.



Schedules

390      Annual Report 2019-20

b) Linked business
  Mutual fund units held at the Balance Sheet date 

are valued at previous business day’s NAV per unit. 
Unrealised gains or losses arising due to changes in 
the fair value of mutual fund units are recognised in 
the Consolidated Revenue Account.

VI. Interest Rate Derivatives
  Interest rate derivative (IRD) contracts for hedging of 

highly probable forecasted transactions on insurance 
contracts and investment cash flows in life, pension 
and annuity business, are accounted for in the 
manner specified in accordance with ‘Guidance Note 
on Accounting for Derivative Contracts’ issued by the 
Institute of Chartered Accountants of India (ICAI) in 
June 2015 effective from FY 2016-17, IRDAI circular no. 
IRDA/F&I/INV/CIR/138/06/2014 dated June 11, 2014 
(‘the IRDAI circular on Interest Rate Derivatives’) and 
IRDAI Investment Master Circular issued in May 2017.

  At the inception of the hedge, the Company documents 
the relationship between the hedging instrument and 
the hedged item, the risk management objective, 
strategy for undertaking the hedge and the methods 
used to assess the hedge effectiveness. Hedge 
effectiveness is the degree to which changes in the 
fair value or cash flows of the hedged item that are 
attributable to a hedged risk are offset by changes in 
the fair value or cash flows of the hedging instrument. 
Hedge effectiveness is ascertained at the time of 
inception of the hedge and periodically thereafter at 
Balance Sheet date. 

  The Forward Rate Agreement (FRA) contract is 
valued at the difference between the market value of 
underlying bond at the spot reference yield taken from 
the SEBI approved rating agency and present value of 
contracted forward price of underlying bond including 
present value of intermediate coupon inflows from 
valuation date till FRA contract settlement date, at 
applicable INR-OIS rate curve. 

  The portion of fair value gain/loss on the IRD that is 
determined to be an effective hedge is recognised directly 
in appropriate equity account i.e. ‘Hedge Reserve’ under 
the head ‘Credit/(Debit) Fair Value Change Account’’ in 
the Consolidated Balance Sheet and the portion of IRD 
fair value gain/loss that gets determined as ineffective 
hedge or ineffective portion of effective hedge, basis 
the hedge effectiveness assessment is recognized in the 
Consolidated Revenue Account. 

  The accumulated gains or losses that were recognised 
directly in the Hedge Reserve are reclassified into 
Consolidated Revenue Account, in the same period 
during which the income from hedged forecasted 
cash flows affect the Consolidated Revenue 

Account (such as in the periods that income on the 
investments acquired from underlying forecasted 
cashflow is recognized in the Consolidated Revenue 
Account). In the event that all or any portion of loss 
or gain, recognised directly in the Hedge Reserve 
is not expected to be recovered in future periods, 
the amount that is not expected to be recovered is 
reclassified to the Consolidated Revenue Account. 
Gains or losses arising from hedge ineffectiveness, 
if any, are recognised in the Consolidated Revenue 
Account. Costs associated with derivative contracts 
are considered as at a point in time cost.

C) Valuation of investments of Subsidiaries
  (to the extent they differ from the company, which are 

as per their respective regulations)

  In respect of the Indian Subsidiary, short term 
investments (current investments) are valued at 
lower of cost or fair value for which valuation is 
determined for each individual investment. Long term 
investments are valued at cost, subject to amortisation 
of premium or accretion of discount computed at the 
time of purchase of investments, over the period of 
maturity/holding, on a straight line basis. Provision 
for diminution in value is made to recognise a decline, 
other than temporary, in the value of the investments.

  In respect of the Foreign Subsidiary non-derivative 
financial assets with fixed or determinable payments 
and fixed maturities are classified as held to maturity 
when the company has the positive intention and 
ability to hold until maturity. After initial measurement, 
held to maturity financial assets are measured at 
amortised cost, using the EIR, less impairment. 

D) Impairment of investments
  The Company periodically assesses at each Balance 

Sheet date whether there is any indication of 
impairment of investments or reversal of impairment 
loss earlier recognised. An impairment loss is accounted 
for as an expense and disclosed under the head 
‘Provision for diminution in the value of investment 
(net)’ in the Consolidated Revenue Account or the 
Consolidated Profit and Loss Account to the extent of 
the difference between the re-measured fair value of 
the investments and its acquisition cost as reduced by 
any earlier impairment loss accounted for as an expense 
in the Consolidated Revenue Account or Consolidated 
Profit and Loss Account.

  Any reversal of impairment loss earlier recognised 
for in Consolidated Revenue Account or Consolidated 
Profit and Loss Account, is accounted in the 
Consolidated Revenue Account or Consolidated Profit 
and Loss Account respectively.
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E) Provision for Non Performing Assets (NPA)
  All assets where the interest and/or instalment of 

principal repayment remain overdue for more than 90 
days at the Balance Sheet date are classified as NPA 
and provided for in the manner required by the IRDAI 
regulations on this behalf.

F) Transfer of investments from Shareholders’ 
fund to Policyholders’ fund

  Transfers of investments other than debt securities, 
as and when made from Shareholders’ fund to 
the Policyholders’ fund, to meet the deficit in the 
Policyholders’ account, are made at the cost price or 
market price, whichever is lower.

  Transfers of debt securities, from Shareholders’ fund 
to Policyholders’ fund, as and when made, are made at 
the net amortised cost or the market value, whichever 
is lower.

G) Transfer of investments between non-linked 
Policyholders’ funds

  No transfers of investments are made between non-
linked Policyholders’ funds.

H) Purchase and sale transactions between unit 
linked funds

  The purchase and sale of equity, preference shares, 
ETFs, InvITs, REITs and Government Securities between 
unit linked funds is accounted for at the prevailing market 
price on the date of purchase or sale of investments, if 
prevailing market price of any security is not available 
on the date of transfer of investment, then the last 
available price is considered.

  In case of debt securities, other than Government 
Securities transfer of investment is accounted at 
previous day valuation price w.e.f. January 1, 2017 
(applicable date of IRDAI (Investment) Regulations, 
2016). Prior to this, such transfers were accounted at 
prevailing market price on the date of purchase or sale of 
investments and if prevailing market price of any security 
was not available on the date of transfer of investment, 
then the last available price was considered.

9. Policy liabilities
  The actuarial liabilities, for all inforce policies and 

policies where premiums are discontinued but a 
liability exists as at the valuation date, are calculated 
in accordance with the generally accepted actuarial 
principles and practices, requirements of Insurance 
Act, 1938 as amended from time to time including 
amendment brought by the Insurance Laws 
(Amendment) Act, 2015, regulations notified by the 
IRDAI and Actuarial Practice Standard (APS) issued by 
the Institute of Actuaries of India with the concurrence 
of the IRDAI.

  The specific principles adopted for the valuation of 
policy liabilities are set out as per the IRDAI (Assets, 
Liabilities and Solvency Margin of Life Insurance 
Business) Regulations, 2016 and the APS2 & APS7 
issued by the Institute of Actuaries of India. 

  A brief of the methodology used for various lines of 
business is as given below:

1.  The policy liabilities are valued on policy by policy 
basis, i.e. each policy is valued separately.

2.  The reserves for linked business (individual and 
group) comprise unit reserves and non-unit reserves. 
The unit reserves are determined on the basis of NAV 
of the units outstanding as at the valuation date and 
non-unit reserves are calculated using gross premium 
valuation method.

3.  The liabilities for individual non-linked, non-participating 
and participating business are calculated using 
gross premium valuation method and are subject to 
the minimum floor of surrender value. Additionally, 
individual non-linked participating policies also have a 
reference to the asset share of policies at valuation date.

4.  The liabilities for one year renewable group protection 
business are calculated on the unexpired risk premium 
basis. For other than one year renewable group 
protection business, the liabilities are calculated using 
gross premium valuation method. 

5.  The liabilities for the group non-linked savings 
products are determined as the higher of policy 
account balances (including accrued interest/
bonuses) and reserves calculated by gross premium 
valuation method.

6.  The liabilities in respect of rider benefits are 
determined as the higher of unexpired premium 
reserves and reserves calculated by gross premium 
valuation method.

7. Additional reserves are determined to:
 a.  allow for the claims that may have occurred 

already but not yet reported (Incurred But Not 
Reported)

 b.  allow for the servicing of existing policies if the 
Company were to close the new business one 
year from the valuation date (Closure to New 
Business)

 c.  meet the expected liabilities that would arise on 
the revival of lapsed policies, on the basis of the 
proportion of the policies expected to be revived 
based on the revival experience of the Company 
(Revival Reserve)
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 d.  allow for the additional amount required to be 
paid on account of cancellation of policies due 
to look in, on the basis of the proportion of the 
policies expected to exercise the look-in option 
based on the experience of the Company (Look-
in Reserve)

 e.  allow for the cost of guarantees, wherever 
applicable

10. Funds for Future Appropriations
  The Funds for Future Appropriations (FFA), in the 

participating segment, represents the surplus, which 
is not allocated to policyholders or shareholders as at 
the Balance Sheet date. Transfers to and from the fund 
reflect the excess or deficit of income over expenses 
respectively and appropriations in each accounting 
period arising in the Company’s Policyholders’ Fund. 
Any allocation to the par policyholders would also 
give rise to a transfer to Shareholders’ Profit and Loss 
Account in the required proportion.

11. Reinsurance contract Liabilities 
 a. Reserve for future expected claims 
  Reserve created for long term insurance contracts 

(products more than one year) to cover all future claim 
liabilities as determined by the Actuary.The reserve is 
held for the claims expected to be incurred in future 
on the reinsurance contracts in force at the date of 
valuation.

b. Incurred But Not Reported (IBNR)
  As significant time lags may exist between incurrence 

of claims and notification of the claims to the Company, 
a reserve for incurred but not reported claims is held. 

c. Allocated Loss Adjustment Expense (ALAE)
  These represents future claim expenses and related 

handling costs. 

12. Unclaimed amount of policyholders: 
  Assets held for unclaimed amount of policyholders 

is created and maintained in accordance with the 
requirement of IRDAI circular No, IRDA/F&A/CIR/
GLD/195/08/124 dated August 14, 2014, IRDA/F&A/
CIR/CPM/134/07/2015 dated July 24, 2015, IRDA/
F&A/CIR/CLD/114/05/2015 dated May 28, 2015, 
Master circular on Unclaimed Amount of Policyholders 
IRDA/F&A/CIR/Misc/173/07/2017 dated July 25, 2017 
and Investment Regulations, 2016 as amended from 
time to time:

 a)  Unclaimed amount of policyholders is invested 
in money market instruments, Liquid mutual 
funds and / or fixed deposits of scheduled 
banks which is valued at historical cost, subject 

to amortisation of premium or accretion of 
discount over the period of maturity/holding on 
a straight line basis. Such assets of unclaimed 
amount of policyholders is disclosed in Schedule 
12 “Advances and Other Assets” in Consolidated 
Balance Sheet with corresponding income being 
shown under “Income on Unclaimed amount 
of Policyholders” under “Other Income” in 
Consolidated Revenue Account.

 b)  Income on unclaimed amount of policyholders 
is accreted to respective unclaimed fund and is 
accounted for on an accrual basis, net of fund 
management charges and is disclosed under 
the head “Interest on unclaimed amount of 
policyholders” in Schedule 4 “Benefits paid” in 
Consolidated Revenue Account.

 c)  Unclaimed amount of policyholders liability is 
determined on the basis of NAV of the units 
outstanding as at the valuation date and is 
disclosed in Schedule 13 “Current Liabilities” in 
Consolidated Balance Sheet.

 d)  Amounts remaining unclaimed for a period of 
10 years along with all respective accretions to 
the fund are deposited into the Senior Citizen 
Welfare Fund (SCWF) as per requirement of IRDAI 
regulations.

13. Fixed assets and Depreciation/Amortisation
  The fixed assets are stated at cost less accumulated 

depreciation and impairment, if any. Cost includes the 
purchase price and any cost directly attributable to 
bring the asset to its working condition for its intended 
use. Fixed assets individually costing less than  
` 5,000, being low value assets are fully depreciated 
in the month of purchase. Subsequent expenditure 
incurred on existing fixed assets is expensed out 
except where such expenditure increases the future 
economic benefits from the existing assets. Any 
additions to the original fixed assets are depreciated 
over the remaining useful life of the original asset.

  Cost of assets as at the Balance Sheet date not ready 
for its intended use as at such date are disclosed as 
capital work in progress. Advances given towards 
acquisition of fixed assets are disclosed in ‘Advance 
and other assets’ in Consolidated Balance Sheet.

  Depreciation/amortisation is charged on pro-rata 
basis from the month in which the asset is put to use 
and in case of asset sold, up to the previous month of 
sale. In respect of expenditure incurred on acquisition 
of fixed assets in foreign exchange, the net gain or 
loss arising on conversion/settlement is recognised 
in the Consolidated Revenue Account / Consolidated 
Profit and Loss Account.



Schedules

50-149
Management Review & 
Statutory Reports

150-414
Financial 
Statements

415-425
Embedded Value Results 
and Glossary of Terms

01-49
Corporate 
Overview

Annual Report 2019-20      393

 Tangible assets
  The Group has adopted straight line method of 

depreciation so as to depreciate the cost of following 
type of assets over the useful life of these respective 
assets which are as follows:

Asset class Useful life of 
assets (years)

Building 60 
Information technology equipment-End 
user devices^

3 

Information technology equipment-
Servers and network*^

4

Furniture & Fixtures*^  5 
Motor Vehicles*^  4 
Office Equipment^  5 

  * For these class of assets, based on internal and/or external 
assessment/ technical evaluation carried out by the management, 
the management believes that the lives as mentioned above best 
represent the useful life of these respective assets, however these are 
lower than as prescribed under Part C of Schedule II of the Companies 
Act, 2013.

 ^  For these class of assets, based on internal assessment carried out 
by the management, the residual value at the end of life being very 
negligible is considered to be nil.

  Leasehold improvements are depreciated over the 
lock in period of the leased premises subject to a 
maximum of five years.

 Intangible assets
  Intangible assets comprising of computer software 

are stated at cost of acquisition, including any cost 
attributable for bringing the same to its working 
condition for its intended use, less accumulated 
amortisation and impairment, if any. These are 
amortised over the useful life of the software subject 
to maximum of four years. Subsequent expenditure 
incurred on existing assets is expensed out except 
where such expenditure increases the future 
economic benefits from the existing assets, in which 
case the expenditure is amortised over the remaining 
useful life of the original asset. 

  Any expenditure for support & maintenance of the 
computer software is charged to the Consolidated 
Revenue Account. 

14. Impairment of assets
  The Company periodically assesses, using internal 

and external sources of information and indicators, 
whether there is any indication of impairment of 
asset. If any such indication of impairment exists, 
the recoverable amount of such assets is estimated. 
An impairment loss is recognised where the carrying 
value of these assets exceeds its recoverable amount. 
The recoverable amount is the higher of the asset’s net 

selling price and their value in use, which is the present 
value of the future cash flows expected to arise from 
the continuing use of asset and its ultimate disposal. 
When there is an indication that an impairment loss 
recognised for an asset in earlier accounting periods 
is no longer necessary or may have decreased, such 
reversal of impairment loss is recognised, except in 
case of revalued assets.

15. Loans
  Loans are valued at historical cost (less repayments), 

subject to adjustment for accumulated impairment 
losses and provision for NPA, if any.

16. Foreign currency transactions
  In accordance with the requirements of Accounting 

Standard (AS) 11, “The Effects of Changes in Foreign 
Exchange Rates”, transactions in foreign currency 
are recorded in Indian Rupees at the rate of exchange 
prevailing on the date of the transaction, at the time 
of initial recognition. Monetary items denominated 
in foreign currency are converted in Indian Rupees at 
the closing rate of exchange prevailing on the Balance 
Sheet date. Non-monetary items like fixed assets, 
which are recorded at historical cost, denominated 
in foreign currency, are reported using the closing 
exchange rate at the date of transaction. Non-
monetary items other than fixed assets, which are 
recognised at fair value or other similar valuation, are 
reported using exchange rates that existed when the 
values were determined.

  Exchange gains or losses arising on such conversions 
or on settlement are recognised in the period in which 
they arise either in the Consolidated Revenue Account 
or the Consolidated Profit and Loss Account, as the 
case may be. 

  In case of Foreign Subsidiary, being non-integral foreign 
operations, income and expenses are translated at the 
average rate prevailing during the year. All the assets 
and liabilities, both monetary and non-monetary are 
translated at the rate prevailing at Balance Sheet date. 
The resultant translation gains and losses are disclosed 
as ‘Foreign currency translation reserve’ in ‘Reserve and 
Surplus’ under Shareholders’ Funds in the Consolidated 
Balance Sheet.

17. Segmental reporting
 Identification of segments
  As per Accounting Standard (AS) 17, “Segment 

Reporting”, read with the Financial Statements 
Regulations the Company has prepared the 
Consolidated Segmental Revenue Account and 
the Consolidated Segmental Information for the 
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primary business segments namely Participating 
Life (Individual & Group), Participating Pension 
(Individual & Group), Participating Pension Group 
Variable, Non Participating Life (Individual & Group), 
Non Participating Pension (Individual & Group), Non 
Participating Life Group Variable, Non Participating 
Pension Group Variable, Non Participating –Individual 
& Group Annuity, Non Participating - Individual & 
Group Health, Unit Linked - Individual Life, Unit Linked 
- Individual Pension, Unit Linked - Group Life and Unit 
Linked - Group Pension. Reinsurance and Pension 
Business are categorised with “others” as they are 
below the recognition thresholds of 10%.

  The company operates in two geographical segments 
i.e India & Middle East region. However, since the 
revenues and assets in Middle East region are less than 
10% of the total assets, no separate geographical 
segments has been disclosed.

 Allocation /Apportionment methodology
  The allocation of revenue, expenses, assets and 

liabilities to the business segments is done on the 
following basis:

 a)  Revenue, expenses, assets and liabilities, which 
are directly attributable and identifiable to the 
respective business segments, are directly 
allocated for in that respective segment; and

 b)  Revenue, expenses, assets and liabilities which 
are not directly identifiable to a business segment 
though attributable, other indirect expenses, 
assets and liabilities which are not attributable 
to a business segment, are apportioned based 
on one or combination of some of the following 
parameters, as considered appropriate by the 
management in adherence with the policy 
approved by the board of directors :

  i) effective premium income
  ii)  number of policies
  iii)  number of employees
  iv)  man hours utilised
  v)  premium income
  vi)  commission
  vii)  sum assured
  viii)  mean fund size
  ix)  operating expenses
  x)  benefits paid

   The accounting policies used in segmental 
reporting are the same as those used in the 
preparation of the consolidated financial 
statements.

18. Employee benefits
A) Short term employee benefits
  All employee benefits payable within twelve months 

of rendering the service are classified as short 
term employee benefits. Benefits such as salaries 
and bonuses, short term compensated absences, 
premium for staff medical insurance (hospitalisation), 
premium for Employee Group Term Insurance Scheme, 
Employee State Insurance Corporation Scheme, 
Employee Deposit Linked Insurance Scheme and 
Employee Labour Welfare Fund Scheme are accounted 
for in the period in which the employee renders the 
related service. All short term employee benefits are 
accounted for on an undiscounted basis.

B) Post-employment benefits 
  The Company has both defined contribution and 

defined benefit plans. 

 (i) Defined contribution plans: 
   The Superannuation Scheme, Employee 

Provident Fund Scheme (Company contribution) 
and the National Pension Scheme (Company 
contribution) are the defined contribution plans. 
The contributions paid/payable under the plan are 
made when due and charged to the Consolidated 
Revenue Account on an undiscounted basis during 
the period in which the employee renders the 
related service. The Company does not have any 
further obligation beyond the contributions made 
to the funds. In case of the Foreign Subsidiary, 
the gratuity benefit payable to the employees 
employed in UAE is in accordance with the DIFC 
Employment Law.

 (ii) Defined benefit plans:
   In case of the Company, the Gratuity plan is the 

defined benefit plan, which is a funded plan. The 
gratuity benefit payable to the employees of the 
Company is in compliance with the provisions of 
‘The Payment of Gratuity Act, 1972’. The present 
value of the obligations under such defined 
benefit plan is determined on the basis of 
actuarial valuation using the projected unit credit 
method which considers each period of service 
as giving rise to an additional unit of benefit 
entitlement and measures each unit separately 
to build up the final obligation. The discount rate 
used for actuarial valuation is based on the yield 
of Government Securities.

   The Company fully contributes the net 
ascertained liabilities under the plan to the HDFC 
Life Insurance Company Limited Employees 
Group Gratuity Plan. The Company recognises 
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the net defined benefit obligation of the gratuity 
plan, taking into consideration the defined 
benefit obligation using actuarial valuation and 
the fair value of plan assets at the Balance Sheet 
date in accordance with Accounting Standard 
(AS) 15 (Revised), ‘Employee Benefits’. 

   In case of Indian Subsidiary, gratuity plan is an 
unfunded defined benefit plan and the benefit 
payable to the employees is as per the provisions 
of ‘The Payment of Gratuity Act, 1972’. The 
present value of the obligation under such 
defined benefit plans in case of Indian subsidiary 
is determined based on the actuarial valuation at 
the Balance Sheet date using the projected unit 
credit method. Provision for gratuity is accounted 
for taking into consideration the actuarial 
valuation of plan obligation as at the Balance 
Sheet date.

   Actuarial gains or losses, if any, due to 
experience adjustments and the effects of 
changes in actuarial assumptions are accounted 
for in the Consolidated Revenue Account or the 
Consolidated Profit and Loss Account, as the case 
may be, in the period in which they arise.

C) Other long term employee benefits
  Other long term employee benefits include 

accumulated long term compensated absences and 
long term incentive plans. Accumulated long term 
compensated absences are entitled to be carried 
forward for future encashment or availment at the 
option of the employee subject to Company’s policies 
and are accounted for based on actuarial valuation 
determined using the projected unit credit method. 

  Long term incentive plans are subject to fulfilment of 
criteria prescribed by the Company and are accounted 
for at the present value of future expected benefits 
payable using an appropriate discount rate.

  Actuarial gains or losses, if any, due to experience 
adjustments and the effects of change in actuarial 
assumptions are accounted for in the Consolidated 
Revenue Account or the Consolidated Profit and Loss 
Account, as the case may be, in the period in which 
they arise.

19. Employee Stock Option Scheme(ESOS)
  The Company has formulated Employee Stock 

Option Scheme 2005 (ESOS 2005), Employee Stock 
Option Scheme 2010 (ESOS 2010), Employee Stock 
Option Scheme 2011 (ESOS 2011),Employee Stock 
Option Scheme 2012 (ESOS 2012) and ESOS (Trust) 

2017, which are administered through the HDFC 
Life Employees Stock Option Trust (''the Trust") and 
Employee Stock Option Scheme 2014 (ESOS 2014) 
and Employees Stock Option Scheme 2015 (ESOS 
2015), Employee Stock Option Scheme 2016 (ESOS 
2016), Employee Stock Option Scheme 2017 (ESOS 
2017), Employees Stock Option Scheme 2018 (ESOS 
2018) and Employees Stock Option Scheme 2019 
(ESOS 2019) which are directly administered by 
the Company. The schemes provide that eligible 
employees are granted options that vest in a graded 
manner to acquire equity shares of the Company. The 
options are accounted for on an intrinsic value basis 
in accordance with the ‘Guidance Note on Accounting 
for Employee Share based Payments’, issued by the 
Institute of Chartered Accountants of India (ICAI). The 
intrinsic value is the amount by which the fair valueof 
the underlying share exceeds the exercise price of an 
option on the grant date. For all grants issued up to 
ESOS 2016, the fair value of the underlying share is as 
determined by an independent valuer. The fair market 
price in case of all grants issued after ESOS 2016 is 
the latest closing price, immediately prior to the grant 
date, on the stock exchange on which the shares of 
the Company are listed. If the shares are listed on more 
than one stock exchange, then the stock exchange 
which records the highest trading volume on the date, 
immediately prior to the grant date is considered. The 
intrinsic value of options, if any, at the grant date is 
amortised over the vesting period.

20. Provisions, contingent liabilities and 
contingent assets

  Provisions are accounted for in respect of present 
obligations arising out of past events where it is 
probable that an outflow of resources will be required 
to settle the obligation and the amounts of which can 
be reliably estimated. Provisions are determined on 
the basis of best estimate of the outflow of economic 
benefits required to settle the obligation at the 
Balance Sheet date. Where no reliable estimate can 
be made, a disclosure is made as contingent liability.

 Contingent liabilities are disclosed in respect of;

 a)  possible obligations arising out of past events, 
but their existence or otherwise would be 
confirmed by the occurrence or non-occurrence 
of one or more uncertain future events not 
wholly within the control of the Company or

 b)  present obligations that arise from past events, 
where it is probable but not likely that an outflow 
of resources embodying economic benefits will 
be required to settle the obligations or a reliable 
estimate of the amounts of the obligations 
cannot be made.
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  Where there is a possible obligation or a present 
obligation where the likelihood of outflow of resources 
is remote, no provision is recognised nor disclosure 
is made.

  Contingent assets are neither accounted for nor 
disclosed.

21. Leases
A) Finance leases
  Leases under which the lessee assumes substantially 

all the risk and rewards of ownership of the asset 
are classified as finance leases. Such leased asset 
acquired are capitalised at fair value of the asset or 
present value of the minimum lease rental payments 
at the inception of the lease, whichever is lower.

B) Operating leases
  Leases where the lessor effectively retains 

substantially all the risk and the benefits of ownership 
over the lease term are classified as operating leases. 
Leased rental payments under operating leases 
including committed increase in rentals are accounted 
for as an expense, on a straight line basis, over the 
non-cancellable lease period.

22. Taxation
A) Direct tax
 I) Provision for income tax
   In case of the Company, provision for income 

tax is made in accordance with the provisions 
of Section 44 of the Income Tax Act, 1961 read 
with Rules contained in the First Schedule and 
other relevant provisions of the Income Tax Act, 
1961 as applicable to a company carrying on life 
insurance business.

   In case of the Indian Subsidiary, provision for 
income tax is made in accordance with the 
provisions of the Income Tax Act, 1961 as 
applicable to the company carrying on pension 
business. Where tax liability has been provided 
based on Minimum alternate tax (MAT) provisions, 
MAT credit is recognised as an asset only when 
and to the extent there is convincing evidence 
that normal income tax will be paid during the 
specified period.

   There is no tax liability as per the local tax laws in 
case of the Foreign Subsidiary.

 II) Deferred tax 
   In accordance with the provisions of the 

Accounting Standard (AS) 22, “Accounting 

for Taxes on Income”, with respect to the 
carry forward of losses under the Income Tax 
regulations, the deferred tax asset is recognised 
only to the extent that there is a virtual certainty 
supported by convincing evidence that future 
taxable income will be available against which 
the deferred tax asset can be realised. 

B) Indirect tax
  The Company claims credit of goods and services tax 

on input services, which is set off against goods and 
services tax on output services. Unutilised credits, 
if any, are carried forward under “Advances and 
other assets” for future set off and are deferred for 
recognition to the extent there is reasonable certainty 
that the assets can be realised in future.

  In case of foreign subsidiary, which is providing Life 
reinsurance services to its clients in GCC and MENA 
regions, there is no VAT applicability on the services 
rendered as per UAE VAT Law since Life reinsurance 
service is exempted. However, the foreign subsidiary 
can avail input tax credit on non-exempt supplies as 
per VAT regulations.

23. Earnings per share
  In accordance with the requirement of Accounting 

Standard (AS) 20, “Earnings Per Share”, basic earnings 
per share is calculated by dividing the net profit or 
loss for the year attributable to equity shareholders 
by the weighted average number of equity shares 
outstanding during the period. For the purpose of 
calculating diluted earnings per share, the net profit 
or loss for the year attributable to equity shareholders 
and the weighted average number of shares 
outstanding during the period are adjusted for the 
effects of all dilutive potential equity shares. Potential 
equity shares are treated as dilutive only if their 
conversion to equity shares would decrease the net 
profit per share from continuing ordinary operations.

24. Cash and cash equivalents
  Cash and cash equivalents for the purposes of 

Consolidated Receipts and Payments account 
comprise of cash and cheques in hand, bank balances, 
fixed deposits with original maturity of three 
months or less, Reverse Repo, highly liquid mutual 
funds and highly liquid investments that are readily 
convertible into measurable amounts of cash and 
which are subject to insignificant risk of change in 
value. Consolidated Receipts and Payments Account 
is prepared and reported using the Direct Method in 
accordance with Accounting Standard (AS) 3, “Cash 
Flow Statements” as per requirements of Para 2.2 of 
the Master Circular.
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B. NOTES FORMING PART OF ACCOUNTS
1. Contingent liabilities

(` ‘000)
Particulars As at  

March 31, 2020
As at  

March 31, 2019
a) Partly paid-up investments  20,573,536  13,973,536 
b) Claims, other than against policies, not acknowledged as debts by the Company  1,423  1,215 
c) Underwriting commitments outstanding  -  - 
d) Guarantees given by or on behalf of the Company  14,522  10,443 
e) Statutory demands and liabilities in dispute, not provided for#  909,593  966,503 
f) Reinsurance obligations  -  - 
g) Others

Claims, under policies, not acknowledged as debts (net of reinsurance)  396,861  354,033 
Security deposit of Visa of employees with UAE Government  668  519 
Total  21,896,603  15,306,249 

  # Statutory demands and liabilities in dispute, not provided for, relate to the show cause cum demand notices/assessment orders received by the 
Company from the respective tax authorities. The Company has filed appeals against the demand notices/assessment orders with the appellate 
authorities and has been advised by the experts that the grounds of appeal are well supported in law in view of which the Company does not expect 
any liability to arise in this regard.

  The Company had participated under the Sabka 
Vishwas Scheme, 2019, for 14 Showcause notices 
(total demand of ` 56,910 thousands) for which 
litigation was pending. We have received the Discharge 
Certificates (certificate for full and final settlement of 
tax dues) for all 14 Showcause notices (total demand 
of ` 56,910 thousands). Accordingly our contingent 
liability as on March 31, 2020, stands reduced by  
` 56,910 thousands for 14 Showcause notices

  The Company has evaluated the Supreme Court 
Judgment in case of Vivekananda Vidyamandir And 
Others Vs The Regional Provident Fund Commissioner 
(II) West Bengal" and the related circular (Circular 
No. C-I/1(33)2019/Vivekananda Vidya Mandir/284) 
dated March 20, 2019 issued by the Employees’ 
Provident Fund Organisation in relation to non-
exclusion of certain allowances from the definition 
of "basic wages" of the relevant employees for the 
purposes of determining contribution to provident 
fund under the Employees' Provident Funds & 
Miscellaneous Provisions Act, 1952. The management 
has implemented determining contribution to 
provident fund under the Employees' Provident Funds 
& Miscellaneous Provisions Act, 1952 on certain other 
allowances which are universally, necessarily and 
ordinarily paid to all across the board w.e.f. April 2019. 

2. Pending litigations
  The Company’s pending litigations other than those 

arising in the ordinary course of insurance business 
comprise of claims against the Company primarily on 
account of proceedings pending with Tax authorities 

and Claims, under policies, not acknowledged 
as debts (net of reinsurance). The Company has 
reviewed all its pending litigations and proceedings 
and has adequately provided for where provisions 
are required and disclosed the contingent liabilities 
as applicable, in note 1 above. The Company does not 
expect the outcome of these proceedings to have 
a material adverse effect on its financial results at  
March 31, 2020

3. Actuarial assumptions
  The policyholders' actuarial liabilities are determined 

based on assumptions as to the future experience of 
the policies. The principal assumptions are related to 
interest, expenses, mortality, morbidity, persistency, 
and additionally in the case of participating policies, 
bonuses and tax. The assumptions are based on 
prudent estimates of the future experience, and 
hence include margins for adverse deviations over 
and above the best estimate assumptions. A brief of 
the assumptions used by the Appointed Actuary in 
actuarial valuation is as below:

 a) Interest rate assumptions:
   The valuation rate of interest is determined 

based on the expected return on existing assets, 
current asset mix, expected investment return on 
the future investment taking into consideration 
the asset classes mix and expected future asset 
mix. The interest rates used for the valuation vary 
according to the type and term of the product 
& status of policy and are presented in the  
table below.
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Line of business Valuation basis as at March 31, 2020 Valuation basis as at March 31, 2019
Maximum Minimum Maximum Minimum

Individual:
Life - Participating policies 6.50% 5.80% 7.00% 5.80%
Life - Non-participating policies 6.50% 5.20% 6.20% 5.60%
Annuities – Non-participating policies 6.70% 6.70% 7.00% 7.00%
Unit Linked 5.20% 5.20% 5.20% 5.20%
Health insurance 6.50% 5.90% 5.80% 5.80%
Group:
Life - Non-participating policies (other than 
one year term policies) *

6.55% 5.95% 5.80% 5.80%

Unit linked 5.20% 5.20% 5.20% 5.20%
  * Interest rate assumption for Group Fund based products are based on amortised yields of assets underlying funds.

 b) Expense assumptions:
   The expense assumptions are set on the basis of the expense analysis. These are fixed renewal expenses (prescribed below) and investment 

expenses charged as a % of fund. 

(`)
Premium frequency Annual Half yearly Quarterly Monthly Single/Paid-up
Renewal expense 732 815 977 111 592

   Claim expenses assumption is ` 134 per maturity/surrender claim and ` 2,647 for death claim. The renewal and claim expenses are increased at 
an inflation rate of 6.5 % p.a.

 c)  Mortality assumptions:
   Mortality assumptions are set in accordance with Clause 5(2) of 

Schedule II of the IRDAI (Assets, Liabilities and Solvency Margin 
of Life Insurance Business) Regulations, 2016, in reference 
to the published Indian Assured Lives Mortality table (2012-
14) and are based on the latest experience analysis of the 
business.

   In the case of annuity benefits, mortality assumption is based 
on the LIC Annuitants (1996-1998) table. 

 d) Morbidity assumptions:
   Morbidity assumptions are set in accordance with Clause 5(3) 

of Schedule II of the IRDAI (Assets, Liabilities and Solvency 
Margin of Life Insurance Business) Regulations, 2016, in 
reference to the published CIBT 93 Table and are based on the 
latest experience analysis of the business.

 e)  Persistency assumptions:
   The persistency assumptions are also based on the most recent 

experience of the Company and vary according to the premium 
frequency and type of the product.

 f) Provision for free-look period:
   If a policy which is in force as at the valuation date is 

subsequently cancelled in the free-look period, then there 

could be a strain in the policyholder fund on account of the 
amount payable on free-look cancellation, to the extent the 
amount is higher than reserves held for that policy. In order to 
avoid the future valuation strain as a result of the free-look 
cancellations, reserves on account of the above are held. The 
free-look reserve is calculated as total strain for all policies that 
are eligible for free-look cancellations at the valuation date, 
multiplied by a factor, representing the expected assumptions 
for free-look cancellations.

 g)  Bonus rates:
   The bonus rates for the participating business as required to be 

declared in the future is based on the interest expected to be 
earned as per the valuation assumptions.

 h) Tax:
   The tax rate as applicable to insurance companies carrying on 

insurance business is 14.56 % p.a. (For the year ended March 
31,2019 14.56% p.a.)

4.  Employee benefits
A) Defined contribution plans:
  During the year, the Company has recognised below amount in 

the consolidated revenue/Profit & Loss Account under defined 
contributions plans.

(` ‘000)
Particulars For the year ended 

March 31, 2020
For the year ended 

March 31, 2019
Contribution to Employees Provident Fund  454,309  302,116 
Contribution to Employee Superannuation Fund  6,851  7,468 
Contribution to National Pension Scheme  24,428  25,618 
Total  485,588  335,202 
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In case of Foreign subsidiary, the Company provides end of service benefits to its employees employed in the Dubai 
International Financial Centre ("DIFC") in accordance with the DIFC Employment Law. This is now a Defined contribution 
plan w.e.f FY 2020. The entitlement of these benefits is based upon employees’ basic wage, length of service and 
defined rates as per DIFC Employment law.

(` ‘000)
Employees' end of service benefits For the year ended 

March 31, 2020
Charged to Consolidated Revenue/Profit &Loss Account  2,878 

B)  Defined benefit plans:
I. Gratuity:
 a) General description of defined benefit plan 
   In case of HDFC Life, this is a funded defined benefit plan for qualifying employees under which the Company 

makes a contribution to the HDFC Standard Life Insurance Company Limited Employees Gratuity Trust (Trust). In 
case of Indian subsidiary, this is an unfunded defined benefit plan. In case of HDFC Life and its Indian Subsidiary, 
the plan provides for a lump sum payment as determined in the manner specified under ‘The Payment of Gratuity 
Act, 1972',. The benefit vests after five years of continuous service in case of HDFC Life and the Indian Subsidiary. 
Defined benefit obligations are actuarially determined at each Balance Sheet date using the projected unit 
credit method as required under Accounting Standard (AS) 15 (Revised), “Employee benefits”, in case of the 
Company and its Indian Subsidiary. Actuarial gains or losses are recognised in the Consolidated Revenue Account/ 
Consolidated Profit and Loss Account

   In case of Foreign subsidiary Employees' end of service benefit has been valued as per DIFC Employment law and  
is therefore a defined contribution scheme from FY 2020 and the amount charged to Consolidated Revenue / 
Profit & Loss Account for these benefits is disclosed under the Defined contribution plan note no. 4(A)

 b)  The following tables sets out the status of the Gratuity plan as at March 31, 2020

  The Company has recognised following amounts in the Consolidated Balance Sheet:
(` ‘000)

Particulars As at  
March 31, 2020

As at  
March 31, 2019

Present value of defined benefit obligations as at the end of the year: wholly 
funded 

 662,765  497,974 

Fair value of plan assets at the end of the year  (471,364)  (387,888)
Present value of defined benefit obligations as at the end of the year: unfunded  1,943  5,521 
Amounts to be recognised as liability or (assets)  193,344  115,607 
Liability recognised in the Schedule 14 - "Provisions" in the 
Consolidated Balance Sheet

 193,344  115,607 

   The Group has recognised following amounts in the Consolidated Revenue Account / Consolidated Profit and Loss 
Account for the year:

(` ‘000)

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

Current service cost  99,547  87,753 
Interest cost  38,777  32,823 
Expected return on plan assets  (30,125)  (29,713)
Actuarial (gains) or losses  83,821  21,224 
Total of above included in “Employee remuneration & welfare benefits” 
in Schedule 3-Operating expense related to insurance business

 192,020  112,087 



Schedules

400      Annual Report 2019-20

  Reconciliation of opening and closing balances of present value of the defined benefit obligations:
(` ‘000)

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

Present value of defined benefit obligations as at the beginning of the 
year

 503,374  418,121 

Current service cost  99,547  87,753 
Interest cost  38,777  32,823 
Actuarial (gains) or losses  84,970  19,764 
Benefits paid  (57,884)  (55,087)
Present value of defined benefit obligations at the end of the year  668,784  503,374 

  Reconciliation of opening and closing balances of the fair value of the plan assets:
(` ‘000)

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

Fair value of the plan assets at the beginning of the year  387,888  376,864 
Expected return on plan assets  30,125  29,713 
Actuarial gains or (losses)  1,149  (1,460)
Contribution by the employer  110,086  37,858 
Benefits paid  (57,884)  (55,087)
Fair value of the plan assets at the end of the year  471,364  387,888 

   The surplus/(deficit) credited or charged to the Consolidated Revenue Account / Consolidated Profit and Loss 
Account is as given below:

(` ‘000)
Particulars For the year ended 

March 31, 2020
For the year ended 

March 31, 2019
Funded
Defined benefit obligations at the end of the year  662,765  497,974 
Plan assets at the end of the year  471,364  387,888 
Surplus/(Deficit) charged to the Consolidated Revenue Account  (191,401)  (110,086)
Unfunded
Amount charged to Consolidated Profit & Loss Account for Unfunded Liability  (619)  (2,001)
Total amount charged to Consolidated Revenue Account / Consolidated 
Profit and Loss Account

 (192,020)  (112,087)

 c) The broad categories of plan assets as a percentage of total plan assets are as given below:

Particulars As at  
March 31, 2020

As at  
March 31, 2019

Government of India securities 37% 32%
Corporate bonds 46% 51%
Equity shares of listed companies 13% 13%
Other investments 4% 4%
Total 100% 100%
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 d)   The amounts of the present value of the defined benefit obligations, fair value of the plan assets, surplus or 
deficit in the plan, experience adjustments arising on plan liabilities and plan assets for five annual periods are as 
given below: 

(` ‘000)
Gratuity (Funded and Unfunded Plan) For the year 

ended March 
31, 2020

For the year 
ended March 

31, 2019

For the year 
ended March 

31, 2018

For the year 
ended March 

31, 2017

For the year 
ended March 

31, 2016
Present value of the defined benefit 
obligation at the end of the year

 664,708  503,495  418,121  411,012  320,512 

Fair value of the plan assets at the end of year  471,364  387,888  376,864  347,656  261,201 
Unfunded liability transferred from group company  -  -  -  -  - 
(Surplus) / Deficit in the plan  191,401  115,607  41,257  63,356  59,311 
(Gain)/loss experience adjustments arising on 
plan liabilities 

 3,934  7,859  (34,247)  (20,251)  (1,456)

Gain/(loss) experience adjustments arising on 
plan assets 

 1,148  (1,460)  (4,561)  20,561  (2,332)

 e)  In case of Foreign Subsidiary, since FY 2016-17 is the first year of actuarial valuation of employee benefits, the 
information included in the above table has been given from FY 2017 and upto FY 2019 as w.e.f FY 2020 the end 
of service benefit of Foreign subsidiary is a defined contribution benefit

 f)  Actual return on plan assets of the Gratuity plan is a gain of ` 31,273 thousands (Previous year ended March 31, 
2019 gain of ` 28,253 thousands).

 g)  The Company expects to fund ` 191,401 thousands (Previous year ended March 31, 2019 ` 110,086 thousands) 
towards the Company's Gratuity plan during FY 2021.

II. Basis used to determine the overall expected return:
  Expected rate of return on investments of the Gratuity plan is determined based on the assessment made by the 

Company (Trust) at the beginning of the year on the return expected on its existing portfolio, along with the return on 
estimated incremental investments to be made during the year. Yield on the portfolio is calculated based on suitable 
mark-up over benchmark Government Securities of similar maturities.

III.  Principal assumptions for actuarial valuation of the defined benefit obligations for Gratuity plan as at the 
Balance Sheet date are given below:

 For Funded plan – HDFC Life
Sr 
No

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

1. Discount rate 6.80% 7.75%
2. Expected return on plan 

assets
6.80% 7.75%

3. Salary growth Salary growth is assumed at 6% for Front Line 
Staff & For Non Front Line Staff at 8% for service 
period upto one year and at 7.5% thereafter

Salary growth is assumed at 6% for Front Line 
Staff & For Non Front Line Staff at 8% for service 
period upto one year and at 7.5% thereafter

4. Attrition rate Attrition rate for the first five years is assumed 
in the range of 12% to 70% for Front Line 
Staff & 5% to 22% for Non Front Line Staff 
and then 2% till retirement for all

Attrition rate for the first five years is assumed 
in the range of 12% to 70% for Front Line 
Staff & 5% to 22% for Non Front Line Staff 
and then 2% till retirement for all

5. Mortality table Indian Assured Lives Mortality (2012-14) Indian Assured Lives Mortality (2006-08)

 For Unfunded plan – Indian Subsidiary
Sr 
No

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

1. Discount rate 6.75% 7.70%
2. Salary growth 8.00% for the first year and 7.50% for 

future years
8.00% for the first year and 7.50% for 
future years

3. Attrition rate 3.50% 3.50%
4. Mortality table  Indian Assured Lives Mortality (2012-14) Indian Assured Lives Mortality (2006-08)

  The estimates of future salary increases, considered in actuarial valuation take into account inflation, seniority, 
promotion and other relevant factors, such as supply and demand in the employment market.
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C)  Other long term employee benefits:
I.  Long term compensated absences: This is an unfunded employee benefit, The liability for accumulated long term 

absences is determined by actuarial valuation using projected unit credit method. The assumptions used for valuation 
are as given below:
Sr 
No

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

1. Discount rate 6.80% 7.75%
2. Salary growth Salary growth is assumed at 6% for Front Line 

Staff & For Non Front Line Staff at 8% for service 
period upto one year and at 7.5% thereafter

Salary growth is assumed at 6% for Front Line 
Staff & For Non Front Line Staff at 8% for service 
period upto one year and at 7.5% thereafter

3. Attrition rate Attrition rate for the first five years is assumed 
in the range of 12% to 70% for Front Line 
Staff & 5% to 22% for Non Front Line Staff 
and then 2% till retirement for all

Attrition rate for the first five years is assumed 
in the range of 12% to 70% for Front Line 
Staff & 5% to 22% for Non Front Line Staff 
and then 2% till retirement for all

4. Mortality table Indian Assured Lives Mortality (2012-14) Indian Assured Lives Mortality (2006-08)
5. Rate of leave availment 

(per annum)
Rate of leave availment (per annum) is 
assumed at 0% for Privilege Leave and at 10% 
for next year for Sick Leave

Rate of leave availment (per annum) is 
assumed at 0% for Privilege Leave and at 10% 
for next year for Sick Leave

6. Rate of leave encashment 
during employment (per 
annum)

0% 0%

II.  Long term incentive plan: The liability for this plan is determined as the present value of expected benefit payable. 
The discount rate used of valuation of this liability is as given below:

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

1. Discount rate 5.47% 6.77%

5. Employee Stock Option Scheme (ESOS)
(i)  The Company has granted options to employees under 

the ESOS 2005, ESOS 2010, ESOS 2011 and ESOS 2012 
and ESOS (Trust) 2017 schemes. These schemes are 
administered by the HDFC Standard Life Employees 
Stock Option Trust. The Trust had subscribed to the 
capital of the Company and also acquired shares of 
the Company from Housing Development Finance 
Corporation Limited, the holding company. The options 
are granted to the employees from these tranches 
of shares. For all the grants, the mode of settlement 
is through equity shares. All the grants have graded 
vesting. The exercise price of ESOS 2005 is based on the 
holding cost of the shares in the books of the Trust and 
that of ESOS 2010, ESOS 2011 and ESOS 2012 is based 
on the fair market value as determined by the Category 
I Merchant Banker registered with SEBI. The exercise 
price, of the options granted under ESOS (Trust) 2017 is 
based on the market price of the shares of the Company, 
as defined in the ESOS (Trust) 2017 scheme.

(ii)  The Company has also granted options to its employees 
under the ESOS 2014 scheme, ESOS 2015 scheme, 
ESOS 2016 scheme, ESOS 2017 scheme, ESOS 2018 
and ESOS 2019 scheme. The said schemes are directly 
administered by the Company. For all the grants, the 
mode of settlement is through equity shares. All the 

grants have graded vesting. The exercise price of 
ESOS 2014, ESOS 2015 and of ESOS 2016 schemes is 
based on the fair market value as determined by the 
Category I Merchant Banker registered with SEBI. The 
exercise price, of the options granted under ESOS 
2017, ESOS 2018 and ESOS 2019 is based on the 
market price of the shares of the Company, as defined 
in the respective ESOS scheme. 

(iii)  The Company follows the intrinsic value method of 
accounting for stock options granted to employees. 
The intrinsic value of the options issued under the 
above referred schemes is ‘Nil’ as the exercise price of 
the option is the same as fair value of the underlying 
share on the grant date and accordingly, no expenses 
are recognised in the books. Had the Company 
followed the fair value method for valuing its options, 
the charge to the Consolidated Revenue Account/
Profit & Loss Account for the year would have been 
aggregated to ` 483,919 thousands (Previous year 
ended March 31, 2019 ` 279,466 thousands) and the 
profit after tax would have been lower by ` 313,174 
thousands (Previous year ended March 31, 2019  
` 174,116 thousands). Consequently, Company’s basic 
and diluted earnings per share would have been ̀  6.27 
and ` 6.27 and respectively (Previous year: ` 6.26 and 
` 6.24 respectively).
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(iv) Exercise Period under the various ESOS:

  The Company's shares were listed on National Stock 
Exchange (NSE) and Bombay Stock Exchange (BSE) 
on November 17, 2017. Prior to listing, for all grants 
issued under the ESOS 2010, ESOS 2011, ESOS 2012, 
ESOS 2014, ESOS 2015 and ESOS 2016 schemes, 
the vested options were required to be exercised 
by the employees within five years from the date of 
vesting or the date of an Initial Public Offering (IPO) 
whichever is later subject to the norms prescribed by 
the Nomination & Remuneration Committee. Under 
ESOS 2005, the vested options were required to be 
exercised by the employees within three years from 

the date of vesting subject to the norms prescribed 
by the Nomination & Remuneration Committee. Post 
listing of the company's shares, vested options under 
all ESOS schemes are required to be exercised by the 
employees within five years from the date of vesting 
subject to the norms prescribed by the Nomination & 
Remuneration Committee.

 Method of computation of fair value of options:
  The fair value of options has been calculated using 

the Black-Scholes model. The key assumptions used 
in Black-Scholes model for calculating fair value of 
options as on the date of grant are as follows:

Assumptions Basis of Assumptions

Risk free interest rate Determined basis G-sec yield on the grant date corresponding to maturity period equal to 
expected life of options

Expected life of options (years) Average of the weighted average time to vesting and the contractual life of options
Expected volatility Based on historical stock prices using annualised standard deviation of daily change in stock 

price
Expected dividend yield Calculated based on recent rate of dividend declared

 The ESOS scheme-wise ranges of values for the assumptions are as follows:
ESOS Scheme Risk Free Interest Rate Expected Life of Options Expected Volatility* Expected Dividend Yield
ESOS 2010 7.19% - 7.72% 3.50 - 6.50 years 48.80% - 51.88% 0.00%
ESOS 2011 8.28% - 8.30% 3.50 - 5.50 years 46.75% - 48.12% 0.00%
ESOS 2012 8.19% - 8.74% 1.37 - 3.45 years 30.44% - 36.53% 0.00%
ESOS 2014 7.73% - 8.28% 1.75 - 3.75 years 33.23% - 37.15% 1.06%
ESOS 2015 7.41% - 7.58% 1.75 - 3.75 years 34.21% - 38.38% 1.04%
ESOS 2016 6.57% - 6.80% 1.75 - 3.75 years 10.00% 0.88%
ESOS 2017 6.76 - 7.27% 1.75 - 3.75 years 28.96% 0.74%
ESOS (Trust) 2017 6.76 - 7.27% 1.75 - 3.75 years 28.96% 0.74%
ESOS 2018 8.02 - 8.15% 1.74 - 3.74 years 29.09% 0.40%
ESOS 2019 6.03% - 6.34% 1.68 - 4.68 years 29.12% - 29.86% 0.65%

  *Volatility of a matured enterprise in the industry which is listed on BSE has been used as a basis for estimation of expected volatility of options. In the 
case of ESOS 2016, the expected volatility has been assumed at the rate of 10% since the company was unlisted as on the date of the grant.

6. Leases
  In accordance with the Accounting Standard (AS) 

19, “Leases”, the following disclosures are made in 
respect of operating leases:

 a)  The Company has hired motor vehicles on 
cancellable operating lease for a term of up to 
five years. In respect of these operating leases, 
the lease rentals debited to the Consolidated 
Revenue Account are ̀  1,372 thousands (Previous 
year ended March 31, 2019: ` 74 thousands). 

   The terms of the lease agreements do not 
contain any exceptional/restrictive covenants 
which will have significant detrimental impact 
on the Company’s financials nor are there any 
options given to the Company to purchase the 

motor vehicles. The agreements provide for pre-
decided increase in lease rentals over the lease 
period and for change in the rentals if the taxes 
leviable on such rentals are revised. 

 b)  The Company has taken properties under 
operating lease. In respect of these operating 
leases, the lease rentals debited to rent under 
the head Rent rates and taxes in the Consolidated 
Revenue Account are ` 6,44,902. thousands 
(Previous year ended March 31, 2019: ` 6,59,332 
thousands).

   The minimum future lease rentals payable under 
non-cancellable operating leases for specified 
duration in respect of such leases amount to the 
following:



Schedules

404      Annual Report 2019-20

(` ‘000)
Particulars For the year ended 

March 31, 2020
For the year ended 

March 31, 2019
Not later than 1 year  73,257  75,682 
Later than 1 year but not later than 5 years  39,264  70,234 
Later than 5 years  -  - 

  The lease arrangements contain provisions for renewal 
and escalation. The terms of the lease agreements 
do not contain any exceptional/restrictive covenants 
which will have significant detrimental impact on the 
Company’s financials.

 c)  The Company has taken furniture and generators 
under cancellable operating lease. In respect of 
these operating leases, the lease rentals debited 
to rent under the head Rent rates and taxes in 
the Consolidated Revenue Account are ` 11,622 
thousands (Previous year ended March 31, 2019: 
` 13,358 thousands).

 d)  The company has taken cloud services, 
networking equipment etc under operating 
lease. In respect of these operating leases, the 
lease rentals debited to rent under the head Rent 
rates and taxes in the Consolidated Revenue 
Account are ` 1,53,973 thousands (Previous year 
ended March 31, 2019: ` 59,985 thousands).

7. Foreign exchange gain/(loss)
  The amount of net foreign exchange gain/(loss) 

debited to Consolidated Revenue Account which 
included in Schedule 3 - Operating expenses related 
to insurance business is as follows.

(` ‘000)
Particulars As at  

March 31, 2020
As at  

March 31, 2019
Foreign exchange gain/(loss)  (4,553)  (2,101)

  The amount of net foreign exchange gain/(loss) accumulated in ‘Foreign currency translation reserve’ in ‘Reserves 
and Surplus’ under Shareholders’ Funds is ` 1,25,621 thousands (Previous year ended March 31, 2019 ` 49,958 
thousands).

(` ‘000)
Particulars As at  

March 31, 2020
As at  

March 31, 2019
Opening Balance  (49,958)  (47,514)
Accumulated during the year  175,579  (2,444)
Closing Balance  125,621  (49,958)

8. Derivative contracts:
  In accordance with the IRDAI circular no. IRDA/F&I/

INV/CIR/138/06/2014 dated June 11, 2014 (‘the 
IRDAI circular on Interest Rate Derivatives’) and IRDAI 
Investment Master Circular issued in May 2017 allowing 
insurers to deal in rupee interest rate derivatives, the 
Company has in place a derivative policy approved by 
Board which covers various aspects that apply to the 
functioning of the derivative transactions undertaken 
to substantiate the hedge strategy to mitigate the 
interest rate risk, thereby managing the volatility of 
returns from future fixed income investments, due to 
variations in market interest rates.

 a)  The Company has during the year, as part of its 
Hedging strategy, entered into Forward Rate 
Agreements (FRA) transactions to hedge the 
interest rate sensitivity for highly probable 

forecasted transactions as permitted by the 
IRDAI circular on Interest Rate Derivatives.

   Forward Rate Agreement derivative contracts are 
over-the-counter (OTC) transactions, agreeing to 
buy notional value of a debt security at a specified 
future date, at a price determined at the time of 
the contract with an objective to lock in the price 
of an interest bearing security at a future date.

   The Forward Rate Agreement (FRA) contract is 
valued at the difference between the market 
value of underlying bond at the spot reference 
yield taken from the SEBI approved rating agency 
and present value of contracted forward price 
of underlying bond including present value of 
intermediate coupon inflows from valuation date 
till FRA contract settlement date, at applicable 
INR-OIS rate curve. 
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  Forward Rate Agreement (FRA)
(` ‘000)

Sr. 
No.

Particulars As at  
March 31, 2020

As at  
March 31, 2019

i) Total notional exposure of Forward Rate Agreements (FRA) 
undertaken during the year (instrument-wise)

(a) 6.62% GOI 281151  2,268,420  - 

(b) 6.83% GOI 190139  1,205,166  - 

(c) 7.40% GOI 090935  1,298,112  - 

(d) 7.57% GOI 170633  4,995,843  - 

(e) 7.61% GOI 090530  2,391,972  - 

(f) 7.62% GOI 150939  3,625,097  - 

(g) 7.63% GOI 170659  5,757,352  - 

(h) 7.69% GOI 170643  2,002,703  - 

(i) 7.73% GOI 191234  2,396,715  - 

(j) 7.95% GOI 280832  2,093,962  - 

(k) 8.17% GOI 011244  3,986,911  - 

(l) 8.30% GOI 020740  5,082,401  - 

(m) 8.30% GOI 311242  3,894,956  - 

(n) 8.32% GOI 020832  5,496,874  - 

(o) 8.33% GOI 070636  5,112,168  - 

Total  51,608,652  - 

ii) Total notional exposure of Forward Rate Agreements (FRA) 
outstanding as at the Balance Sheet date (instrument-wise)
(a) 6.62% GOI 281151  2,268,420  - 

(b) 6.83% GOI 190139  1,205,166  - 

(c) 7.40% GOI 090935  1,298,112  - 

(d) 7.57% GOI 170633  4,995,843  - 

(e) 7.61% GOI 090530  1,319,359  - 

(f) 7.62% GOI 150939  3,625,097  - 

(g) 7.63% GOI 170659  5,757,352  - 

(h) 7.69% GOI 170643  2,002,703  - 

(i) 7.73% GOI 191234  1,321,559  - 

(j) 7.95% GOI 280832  2,093,962  - 

(k) 8.17% GOI 011244  3,986,911  - 

(l) 8.30% GOI 020740  5,082,401  - 

(m) 8.30% GOI 311242  3,894,956  - 

(n) 8.32% GOI 020832  2,452,837  - 

(o) 8.33% GOI 070636  5,112,168  - 

Total  46,416,846  - 
iii) Notional principal amount of Forward Rate Agreements (FRA) 

outstanding and not ‘highly effective’ as at Balance Sheet date
 -  - 

iv) Mark-to-market value of Forward Rate Agreements (FRA) and not 
‘highly effective’ as at Balance Sheet date

 -  - 

v) Loss which would be incurred if counter party failed to fulfil their 
obligation under agreements

 -  - 
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 b)   The fair value mark to market (MTM) gains or losses in respect of Forward Rate Agreements (FRA) outstanding as 
at the Balance Sheet date is stated below:

(` ‘000)
Hedging instrument As at  

March 31, 2020
As at  

March 31, 2019
(a) 6.62% GOI 281151  (69,855)  - 
(b) 6.83% GOI 190139  3,504  - 
(c) 7.40% GOI 090935  (14,099)  - 
(d) 7.57% GOI 170633  (103,147)  - 
(e) 7.61% GOI 090530  9,235  - 
(f) 7.62% GOI 150939  31,685  - 
(g) 7.63% GOI 170659  63,594  - 
(h) 7.69% GOI 170643  (33,591)  - 
(i) 7.73% GOI 191234  22,477  - 
(j) 7.95% GOI 280832  35,277  - 
(k) 8.17% GOI 011244  (122,460)  - 
(l) 8.30% GOI 020740  67,114  - 
(m) 8.30% GOI 311242  (68,180)  - 
(n) 8.32% GOI 020832  56,520  - 
(o) 8.33% GOI 070636  (12,292)  - 
Total  (134,219)

 C)  Movement in Hedge Reserve
(` ‘000)

Hedge Reserve Account As at March 31, 2020 As at March 31, 2019
Realised Unrealised Total Realised Unrealised Total

Balance at the beginning of 
the year

 -  -  -  -  -  - 

Add: Changes in fair value 
during the year

 75,506  441,731  517,236  -  -  - 

Less: Amounts reclassified to 
Consolidated Revenue /Profit 
& Loss Account included in 
‘Interest, Dividends & Rent-
Gross’

 101  -  101  -  -  - 

Balance at the end of the year  75,405  441,731  517,136  -  -  - 

   An amount of ̀  (584,834) thousand (Previous year 
` Nil) was recognised in Consolidated Revenue 
Account being the portion of loss determined to 
be ineffective portion of the effective hedge

   Amount that was removed from Hedge Reserve 
account during the year ended March 31, 2020 
in respect of forecast transaction for which 
hedge accounting had previously been used, 
but is no longer expected to occur is ` NIL  
(Previous year ` Nil)

   The cash flows from the hedges are expected to 
occur over the outstanding tenure of underlying 
policy liabilities and will accordingly flow to the 
Consolidated Revenue Account.

  Qualitative Disclosures on risk exposure in Fixed 
Income Derivatives:

 Overview of business and processes:
 a) Fixed Income Derivative Hedging instruments:
   Derivatives are financial instruments whose 

characteristics are derived from the underlying 
assets, or from interest and exchange rates or 
indices. These include forward rate agreements, 
interest rate swaps and interest rate futures. 

   The Company during the financial year has 
entered into FRA derivative instrument to 
minimise exposure to fluctuations in interest 
rates on plan assets and liabilities. This hedge 
is carried in accordance with its established 
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policies, strategy, objective and applicable 
regulations. The Company does not engage in 
derivative transactions for speculative purposes.

 b)  Derivative policy/process and Hedge 
effectiveness assessment:

   The Company has well defined Board approved 
Derivative Policy and Process document setting 
out the strategic objectives, regulatory and 
operational framework and risks associated 
with interest rate derivatives along with having 
measurement, monitoring processes and 
controls thereof. The accounting policy has been 
clearly laid out for ensuring a process of periodic 
effectiveness assessment and accounting

   The Company has clearly identified roles and 
responsibilities to ensure independence and 
accountability through the investment decision, 
trade execution, to settlement, accounting 
and periodic reporting and audit of the Interest 
Rate Derivative exposures. The overall policy, 
risk management framework for the Interest 

Rate Derivatives are monitored by the Risk 
Management Committee. 

 c)     Scope and nature of risk identification, risk 
measurement, and risk monitoring:

   The Derivative and related Policies as approved 
by the Board sets appropriate market limits such 
as sensitivity limits and value-at-risk limits for 
exposures in interest rate derivatives. 

   All financial risks of the derivative portfolio are 
measured and monitored on periodic basis.

   Quantitative disclosure on risk exposure in 
Forward Rate Agreement 

   A hedge is deemed effective, if it has a high 
statistical correlation between the change 
in value of the hedged item and the hedging 
instrument (FRA). Gains or losses arising from 
hedge ineffectiveness, if any, are recognised in 
the Consolidated Revenue Account

   The tenure of the hedging instrument may be 
less than or equal to the tenure of underlying 
hedged asset/liability

  Forward Rate Agreements (FRA)
(` ‘000)

Sr 
No

Particulars As at  
March 31, 2020

As at  
March 31, 2019

1 Name of counterparty 1.Citibank N.A.  
2.Credit Suisse AG 
3.HSBC Ltd 
4. JPMorgan Chase Bank N.A.

 - 

2 Hedge Designation Cashflow Hedge  - 

3 Likely impact of one percentage change in interest rate 
(100*PV01)

- Underlying being hedged  3,829,135  - 

- Derivative  (3,596,613)  - 

4 Credit exposure  2,798,076  - 

   The exposure limit has been calculated on the basis of Credit Equivalent Amount using the Current Exposure 
Method (CEM) as detailed below:

   The Credit Equivalent Amount of a market related off-balance sheet transaction calculated using the CEM is the 
sum of 

 a)  the current credit exposure (gross positive mark to market value of the contract); and

 b)  potential future credit exposure which is a product of the notional principal amount across the outstanding 
contract and a factor that is based on the mandated credit conversion factors as prescribed under the IRDAI 
circular on Interest Rate Derivatives, which is applied on the residual maturity of the contract.
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9. Commitments made and outstanding for loans, investments and fixed assets 

(` ‘000)

Commitments made and outstanding for loans, investments and fixed assets As at  
March 31, 2020

As at  
March 31, 2019

Estimated amount of commitments made and not provided for (net of advances) on 
account of investments

1,916,932 2,146,190

Estimated amount of commitments made and not provided for (net of advances) on 
account of fixed assets

 176,737  184,695 

10. Provision for NPA (non standard assets) for debt portfolio
  Provision for doubtful debts is made In line with the ‘Guidelines on Prudential norms for income recognition, Asset 

classification, Provisioning and other related matters in respect of Debt portfolio' as specified by IRDAI vide the Master 
Circular dated December 11, 2013 and has been recognised in the Revenue Account as per below table:

(` ‘000)

Particulars For the year ended

March 31, 2020 March 31, 2019

Provision/(reversal) of provision for doubtful debt  350,000  162,500 

  During the year ended March 31, 2020 the company has recognized NPA provision of ` 350,000 thousands  
(including ̀  25,000 on matured NCD with corresponding impact of reversal of Fair value change account) on investment 
in NCDs of IL&FS Ltd, classified as NPA in previous financial year, owing to the default of interest payment on the Non-
Convertible Debentures (NCD's) held in Unit Linked Funds.

11. Segmental reporting
  As per Accounting Standard (AS) 17, “Segment Reporting”, read with the IRDAI Financial Statements Regulations, 

Consolidated Segmental Accounts are disclosed in Annexure 1.

12. Earnings per equity share
  Basic earnings per share is calculated by dividing the net profit or loss for the year attributable to equity shareholders 

by the weighted average number of equity shares outstanding during the year. For the purpose of calculating diluted 
earnings per share, the net profit or loss for the year attributable to equity shareholders and the weighted average 
number of equity shares outstanding during the year are adjusted for effects of all dilutive equity shares.

Sr 
No

Particulars For the year ended 
March 31, 2020

For the year ended 
March 31, 2019

1. Net Profit/(Loss) as per consolidated Profit and Loss Account (` '000)  12,974,447  12,779,251 

2. Weighted avg no of equity shares for Earnings Per Share

a)  For Basic Earnings Per Share  2,017,924,622  2,014,555,195 

b)  For Diluted Earnings Per Share

 i)   Number of equity shares for basic earnings per share as per 2 (a) above  2,017,924,622  2,014,555,195 
 ii)   Add : Weighted average outstanding options deemed to be issued for no 

consideration
 2,397,705  4,608,270 

3. Weighted average number of equity shares for Diluted Earnings Per Share  2,020,322,327  2,019,163,465 

4. Basic Earnings Per Share (`) (1/2.a)  6.43  6.34 

5. Diluted Earnings Per Share (`) (1/3)  6.42  6.33 

6. Nominal value of shares (`)  10.00  10.00 
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13. Related party & other group company disclosures
  During the year ended March 31, 2020, the Company had transactions with related parties, which have been identified 

by the management as per the requirements of the Accounting Standard (AS) 18, “Related Party Disclosures”. Details 
of these related parties, nature of the relationship, transactions entered into with them and the balances in related 
party accounts at year end, are as mentioned below:

A) Related party disclosures as per Accounting Standard 18
 Related parties and nature of relationship

Nature of relationship Name of the related party

Holding Company 1) Housing Development Finance Corporation Limited (HDFC Limited)

Investing Company 2) Standard Life (Mauritius Holdings) 2006 Limited (Till August 14, 2019)

Fellow Subsidiary 3) HDFC Asset Management Company Limited

4) HDFC Holdings Limited

5) HDFC Trustee Company Limited

6) HDFC Investments Limited

7) HDFC ERGO General Insurance Company Limited

8) GRUH Finance Limited(Fellow Subsidiary up to 30th Aug 2019/Associate of 
Holding company from 30th Aug 2019 to 17th Oct 2019)

9) HDFC Sales Private Limited

10) HDFC Venture Capital Limited

11) HDFC Ventures Trustee Company Limited

12) HDFC Property Ventures Limited

13) HDFC Credila Financial Services Private Limited

14) HDFC Capital Advisors Limited

15) Griha Investments (subsidiary of HDFC Holdings Limited)

16) HDFC Education and Development Services Private Limited

17) Griha Pte Ltd., Singapore (Subsidiary of HDFC Investments Limited)

18) HDFC ERGO Health Insurance Company Limited (w.e.f. January 9, 2020)

Entities over which control is exercised 19) HDFC Investment Trust

20) HDFC Investment Trust II

Key Management Personnel 20) Mr. Amitabh Chaudhry - Managing Director and Chief Executive Officer (Till  
September 8, 2018)

21) Ms. Vibha Padalkar - Managing Director and Chief Executive Officer

22) Mr. Suresh Badami - Executive Director 

Relative of Key Management Personnel 23) Ms. Preeti Chaudhry (relative of Mr. Amitabh Chaudhry) (Till September 8, 2018)
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  The transactions between the Company and its related parties are as given below. As per the requirement of 
Corporate Governance guidelines for insurers in India, 2016, issued by IRDAI, payments made to group entities from 
the Policyholders' funds are included in the below disclosures:

(` ‘000)

Name of Company Description Total value of 
transactions 

for the year 
ended  

March 31, 
2020

Receivable/ 
(Payable) at 

March 31, 
2020

Total value of 
transactions 

for the year 
ended  

March 31, 
2019

Receivable/ 
(Payable) at 

March 31, 
2019

HDFC Limited Investment income  (1,429,679)  746,829  (1,053,122)  756,174 

Commission expense  350  -  477  (24)

Investments  -  20,235,501  -  15,799,766 

Purchase of investments  1,000,000  -  -  - 

Sale of investments  (60,000)  -  (150,000)  - 

Dividend paid  -  -  1,692,778  - 

Conference charges  947  -  1,692  - 

Name usage fees  1,296,921  (432,174)  1,178,796  (591,322)

Standard Life (Mauritius 
Holdings) 2006 Limited

Dividend paid  -  -  810,834  - 

HDFC Asset Management 
Company Limited

Premium income  (5,208)  (371)  (4,295)  (348)

Purchase of Investment (Equity shares)  -  -  15,877  - 

Gruh Finance Limited Group term insurance premium  (16)  -  (316)  (10)

HDFC ERGO General 
Insurance Company 
Limited 

Premium income  (1,964)  (705)  (12,231)  (617)

Sale of investments  (550,664)  -  - 

Insurance claim received  (1,016)  -  (1,108)  - 

Insurance premium expenses  1,994  347  6,722  606 

Purchase of investment  275,260  -  -  - 

General Insurance Premium Advance -  9,251  -  641 

HDFC Sales Private 
Limited

Commission expense  575,026  (63,144)  549,397  (92,952)

HDFC Credila Financial 
Services Pvt Ltd

Group term insurance premium  (84)  (5)  (76)  (5)

Commission  6,788  (163)  7,706  (177)

HDFC Capital Advisors 
Limited

Premium income  (82)  (74)  (86)  (137)

Key Management 
Personnel

Premium income  (11,250)  -  (421)  - 

Dividend paid  -  -  3,243  - 

Managerial remuneration  110,131  -  94,335  - 

Relative of Key 
Management Personnel

Premium income  -  -  (27)  - 

B) Other group companies

Name of Party Nature of Relationship

HDFC Bank Limited Associate of Holding Company
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(` ‘000)
Name of Company Description Total value of 

transactions 
for the year 

ended Mar 31, 
2020

Receivable/ 
(Payable) at 

Mar 31, 2020

Total value of 
transactions 

for the year 
ended Mar 

31, 2019

Receivable/ 
(Payable) at 

Mar 31, 2019

HDFC Bank Limited Premium income  (234,322)  (15,735)  (178,496)  (13,083)
Investment income  (315,359)  -  (292,785)  - 
Commission expense  8,399,286  (906,110)  6,908,232  (1,161,620)
Bank charges paid  191,189  -  130,572  - 
Insurance claim paid  8,649  -  6,307  - 
Investments  -  20,090,136  -  36,507,943 
Purchase of investments  26,213,805  -  20,933,414  - 
Sale of investments  (4,872,752)  -  -  - 
The Bank provides space at its 
branches and ATMs for displaying 
publicity materials of HDFC Life 
Insurance’s products such as 
pamphlets, standees, posters, Wall 
Branding/window glazing at an agreed 
fees per branch/ATM

 6,342,491  -  4,942,731  - 

Bank balances  -  6,148,751  -  9,352,519 
FD against Bank Guarantee  -  -  -  880,723 

C)  Other entities identified as group entities for disclosure under Corporate Governance guidelines for Insurers in India, 
2016, issued by IRDAI

(` ‘000)
Name of Company Description Total value of 

transactions 
for the year 

ended  
Mar 31, 2020

Receivable/ 
(Payable) at 

Mar 31, 2020

Total value of 
transactions 

for the year 
ended  

Mar 31, 2019

Receivable/ 
(Payable) at 

Mar 31, 2019

HDB Financial Services 
Ltd

Commission  103,919  (9,113)  86,147  (17,704)
Work Station and other support Fees  (347)  1,677  (554)  1,710 
Group Term Insurance Premium  -  -  13  (0)
Group Term Insurance Claim  372  -  -  - 
Interest Accrued/ Received on Deposit/
Advance

 (599,716)  319,328  (137,335)  107,206 

Sale/Redemption of Investment 
(FD,CD,Equity Shares)

 -  -  (350,000)  - 

Non Convertible Debentures  -  8,903,345  -  5,015,667 
HDFC Securities Ltd Commission  184,416  (11,641)  144,446  (24,710)

Work Station and other support Fees  (21,405)  9,503  (15,530)  19,421 
Group Term Insurance Premium  (192)  (13)  (156)  (10)
Brokerage  21,100  -  35,130  - 
Web and Branch branding  190,889  -  78,120  - 

14. Encumbrances
  The assets of the Company are free from any encumbrances at March 31, 2020, except for Fixed Deposits and 

Government Securities, mentioned below, kept as margin against bank guarantees with exchange and collateral 
securities issued:

(` ‘000)
Particulars As at March 31, 2020 As at March 31, 2019

Amortised Cost Market Value Amortised Cost Market Value
(i) issued in India
  Fixed Deposits against Margin with Exchange for equity 

trades:
 - National Securities Clearing Corporation Limited  397,200  397,200  350,000  350,000 
 - Indian Clearing Corporation Limited  -  -  60,000  60,000 
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(` ‘000)
Particulars As at March 31, 2020 As at March 31, 2019

Amortised Cost Market Value Amortised Cost Market Value
  Government Securities against Fund Performance 

Guarantee to the PFRDA
 9,000  9,000  5,000  5,000 

  Government Security collateral to CCIL under TREPS 
segment

 500,632  532,922  501,907  503,292 

 Fixed Deposit against Bank Guarantee  4,500  4,500  885,223  885,223 
Sub-total  911,332  943,622  1,802,130  1,803,515 
(ii) issued outside India
 Fixed Deposit against Bank Guarantee  1,118  1,118  1,014  1,014 
Total  912,450  944,740  1,803,144  1,804,529 

15.  Share application money received pending allotment of shares amounting to ` 55,918 thousands (Previous year  
` 3,929 thousands) disclosed in the Balance Sheet as on March 31, 2020 relates to the application money received 
towards Employee Stock Option Plans under Company’s Employee Stock Options Scheme(s).

16.  The Company claims credit of Goods and Services Tax (‘GST’) on input services, which is set off against GST on output 
services. The unutilised credits towards GST on input services are carried forward under ‘Schedule 12 -Advances and 
Other Assets’ in the Consolidated Balance Sheet.

  The foreign subsidiary claims credit of Value Added Tax (VAT) on input services, which is set off against VAT on output 
services. As a matter of prudence unutilised credit towards VAT on input services are carried forward under Schedule 
12- Advances and Other Assets in the Consolidated Balance Sheet, only wherever there is reasonable certainty of 
utilisation

17.  On August 8, 2016, the Board of Directors of HDFC Life Insurance Company Limited ("HDFC Life"), Max Life Insurance 
Company Limited (“Max Life”), Max Financial Services Limited (“Max Financial”) and Max India Limited (“Max 
India”) at their respective board meetings, approved entering into definitive agreements for the amalgamation 
of the businesses between the above entities through a composite Scheme of Arrangement (“Scheme”). 
This transaction was mutually terminated on July 31, 2017 since the parties did not receive the requisite  
regulatory approvals. 

  Consequently, provisions no longer required were written back during the previous year ended March 31, 2019 under 
the expense head Legal & professional charges' amounting to ` 32,862 thousands in Schedule 3A- Shareholder's 
expenses 

18. Regroupings or reclassification
  Figures for the previous year have been re-grouped/reclassified wherever necessary, to confirm to current year’s 

classification.The details for regrouping are as follows:

Sl 
No 

Regrouped to Regrouped from Reasons

1 Schedule 13- Current Liabilities:  
Agent balances

Schedule 13- Current Liabilities:  
Sundry Creditors

Provision for deferred & clawback 
commission reclassified for 
appropriate presentation

2 Schedule 13- Current Liabilities: 
Unallocated Premium

Schedule 13- Current Liabilities:  
Sundry Creditors

Policy receipts reclassifed for 
appropriate presentation

3 Schedule 12- Advances and Other 
Assets: Service Tax Deposits

Schedule 13- Current Liabilities:  
Goods and Service Tax Liability

Service tax refund reclassified for 
appropriate presentation

4 Policyholders' Revenue Account: 
Other Income-Others

Schedule 3 - Operating expenses related 
to insurance business:  
General office & other expenses

Net Profit on sale of fixed assets 
reclassfied for appropriate 
presentation

5 Profit & Loss Account: 
Remuneration of MD/CEOs/WTDs over 
specified limits

Schedule 3A - Shareholder expenses: 
Employees' remuneration & welfare benefits

To align with the requirements of 
the IRDAI circular IRDA/F&A/CIR/
MISC/184/10/2019 dt 4th Oct 2019
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Sl 
No 

Regrouped to Regrouped from Reasons

6 Revenue Account: 
Contribution from Shareholders' 
Account towards Excess EOM

Revenue Account: 
Contribution from Shareholders' Account

To align with the requirements of 
the IRDAI circular IRDA/F&A/CIR/
MISC/184/10/2019 dt 4th Oct 2019

7 Profit & Loss Account: 
Contribution to Policyholders' Account 
towards Excess EOM

Profit & Loss Account: 
Contribution to Policyholders' Fund

To align with the requirements of 
the IRDAI circular IRDA/F&A/CIR/
MISC/184/10/2019 dt 4th Oct 2019

8 Schedule 2- Commission- Rewards Schedule 3 - Operating expenses 
related to insurance business- Business 
Development Expenses-Rewards

To align with the requirements of 
the IRDAI circular IRDA/F&A/CIR/
MISC/184/10/2019 dt 4th Oct 2019

9 Schedule 3 - Operating expenses 
related to insurance business: 
Business Development Expenses

Policyholders' Revenue Account: Other 
Income-Others

Agent fees (expense) net of fees 
income reclassified for better 
presentation

10 Schedule 13 - Current Liabilities 
Annuities Due

Schedule 13 - Current Liabilities 
Payable to Policyholders

Reclassified for appropriate 
presentation

11 Schedule 13 - Current Liabilities 
Due to subsidiaries/holding company

Schedule 13 - Current Liabilities 
Balance due to other insurance companies 
(including reinsurers)

Reclassified for appropriate 
presentation

12 Revenue Account: 
Income from investments- Interest, 
Dividends & Rent - Gross

Revenue Account: 
Income from investments-Amortisation of 
(premium)/discount on investments

Amortisation of premium/discount 
on investments reclassified for 
appropriate presentation

13 Profit & Loss Account: 
Income from investments- Interest, 
Dividends & Rent - Gross

Profit & Loss Account: 
Income from investments-Amortisation of 
(premium)/discount on investments

Amortisation of premium/discount 
on investments reclassified for 
appropriate presentation

14 Receipts & Payments Account 
Cash Flows from financing activities - 
Proceeds from issue of share capital

Receipts & Payments Account 
Cash Flows from financing activities - 
Share Premium

Reclassified for appropriate 
presentation

19 COVID-19
  In light of the COVID-19’outbreak and information available upto the date of approval of these financial statements. 

The Company has assessed the impact on assets including valuation and impairment of investments, liabilities 
including policy liability and solvency position. 

 Based on the evaluation, the Company has made: 

 (a) adequate impairment provisions on the investments to an extent necessary.

 (b)  additional death claim provision of ` 4,10,000 thousands as at the Balance sheet date, this provision is over and 
above the policy level liabilities calculated based on the prescribed IRDAI regulations.

  The Company has also assessed its solvency position as at the Balance sheet date and is @ 184%, which is above the 
prescribed regulatory limit of 150%. Further, based on the Company’s current assessment of the business operations 
over next one year, it expects the solvency ratio to continue to remain above the minimum limit prescribed by the 
Insurance regulator. The impact of the global health pandemic may be different from that estimated as at the date of 
approval of these financial statements. The Company will continue to closely monitor any material changes to future 
economic conditions.

20 Long term contracts
  The Company has a process whereby periodically all long term contracts are assessed for material foreseeable 

losses. At the year end, the Company has reviewed and ensured that adequate provisions as required under any law/
accounting standard for material foreseeable losses on such long term contracts including derivative contracts has 
been made in the financial statements.

  For insurance contracts, actuarial valuation of liabilities for policies in force is done by the Appointed Actuary of the 
Company. The assumptions used in valuation of liabilities for policies in force are in accordance with the guidelines and 
norms issued by the IRDAI and the Institute of Actuaries of India in concurrence with the IRDAI.
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