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In accordance with the Insurance Regulatory and 
Development Authority (Preparation of Financial 
Statements and Auditor’s Report of Insurance Companies) 
Regulations, 2002, and circulars/guidelines issued by 
IRDAI thereafter, the following report is submitted by the 
Management for and on behalf of the Board of Directors 
(BOD) of the Company:

1. Certificate of Registration
The Company obtained 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’s Certificate 
of Renewal of Registration dated January 31, 2014 was 
valid till March 31, 2015. Pursuant to section 3 read with 
Section 3A as amended by Insurance Laws (Amendment) 
Act, 2015, the process of annual renewal of the Certificate 
of Registration issued to insurers under Section 3 of the 
Insurance Act, 1938, was removed. Consequently, the said 
certificate continues to be in force.

2. Statutory Dues
The Company confirms that all the dues payable to the 
statutory authorities have been duly paid within due dates, 
except those which are being contested or disclosed under 
contingent liabilities in the notes to accounts forming part 
of the financial statements.

3. Shareholding Pattern
The Company confirms that the shareholding pattern of 
the Company is in accordance with the requirements of 
the Insurance Act, 1938 as amended by the Insurance 
Laws (Amendment) Act, 2015, (‘Act’) and the Insurance 
Regulatory and Development Authority (Registration of 
Indian Insurance Companies) Regulations, 2000. Further, 
transfer of shares during the year have been in compliance 
with the requirements as applicable and prescribed in the 
Act.  During the year, the Company has allotted Equity 
Shares to certain option holders against exercise of Stock 
Options granted to them pursuant to Employee Stock 
Option Schemes (ESOS) formulated by the Company in FY 
2014-15, FY 2015-16, FY 2016-17 and FY 2017-18. 

The detailed shareholding pattern is available in Schedule 
5A, forming part of financial statements. Further, the 
shareholding pattern in accordance with the Securities and 
Exchange Board of India (Listing Obligations and Disclosure 
Requirements) Regulations, 2015, is available on the 
website of the Company at www.hdfclife.com.

4. Investments Outside India
The Company has not, directly or indirectly, invested in any 
securities outside India from the funds of the holders of 
policies, issued in India.
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5. Solvency Margin
The Company has adequate assets to maintain its solvency 
margins as required by the Insurance Act, 1938 during the 
period, as stipulated under Section 64VA of the Insurance 
Act, 1938 and the IRDAI (Assets, Liabilities and Solvency 
Margin of Life Insurance Business) Regulations, 2016.

The actual solvency ratio as compared to required minimum 
solvency ratio of 150% is as below:
Particulars As at 

March 31, 2020
As at 

March 31, 2019
Solvency ratio 184% 188%

6. Valuation of Assets 
The Company certifies that the values of  all assets of 
the Company have been reviewed on the date of the 
Balance Sheet and, to the best of our knowledge and 
belief, the assets set forth in the Balance Sheet are 
shown in the aggregate at amounts not exceeding their 
realisable or market value under the several headings – 
“Loans”, “Investments” , “Agents balances”, “Outstanding 
premiums”, “Interest, Dividend and rents outstanding”, 
“Interest, Dividends and rents accruing but not due”, 
“Amounts due from other persons or bodies carrying on 
insurance business”, “Sundry debtors”, “Bills Receivable”, 
“Cash” and items specified under “Other accounts” except 
debt securities which are valued at amortized cost as per 
IRDAI regulations in case of non linked policyholders funds 
and shareholders’ investments.

7.  Application and Investments of Life 
Insurance Funds

The Company certifies that no part of the life insurance 
fund have been directly or indirectly applied in 
contravention of the provisions of the Insurance Act, 1938 
(4 of 1938) (amended by the Insurance Laws (Amendment) 
Act, 2015), and in accordance with IRDA (Investment) 
-Regulations, 2000 and Orders/directions issued by IRDAI 
thereafter, except for investment deviations in relation 
to the Investment regulation changes which has been 
communicated to the Authority.

8.  Overall Risk Exposure and Mitigation 
Strategies

Enterprise Risk Management is embedded into the day to 
day business/strategic decisions at HDFC Life. It enables 
risks to be identified, assessed, controlled and monitored 
consistently, objectively and holistically. The company has 
a Risk Management Team in place guided by the Company’s 
core Risk Management Committee, Risk Management 
Council and Senior Management to develop and implement 
risk assurance practices on a pan–organisational basis. The 
mitigation strategy with respect to various risks as covered 
under the current Risk Management framework is:

http://www.hdfclife.com
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a) Insurance Risk
Due to its inherent nature of business, the Company 
exposes itself to a large number of risks. The risks may 
relate to expenses it incurs in carrying on its business, 
mortality and morbidity rates and persistency of its 
policyholders. 

Expense Risk - The Company seeks to minimise its expense 
risk by the use of stringent expense control mechanism. 
The company also conducts its experience analysis 
regularly to ensure corrective action can be initiated at 
the earliest opportunity and that the assumptions used in 
reserving are in line with experience.

Mortality and Morbidity Risk - The Company seeks to 
minimise mortality and morbidity risks by diversifying its 
business portfolio, adhering to appropriate underwriting 
norms, intensive monitoring of the retention limits 
and diversification of the risk through reinsurance 
arrangements with financially sound reinsurers.

Persistency Risk - The Company analyses all the 
assumptions used in product pricing and calculation of 
embedded value and ensure that the same is in line with the 
actual experience. Also, strategic measures and initiatives 
are undertaken to ensure that the persistency ratios remain 
healthy. The Company uses a combination of proactive and 
reactive interventions to manage the persistency risk. The 
interventions include sending communication via different 
media like email, mailers, SMS to customers, reminders 
and telephonic interaction with customers, and visits to 
customers.

The Company seeks to minimise potential impact of all 
insurance risks by an on-going monitoring, including 
review of assumptions, of insurance risk experience, 
implementation of appropriate controls, and adjusting its 
products, processes and plans accordingly.

b) Investment Risks – Market Risk, Credit Risk and 
Liquidity Risk

Investment Performance can be affected due to systematic 
risks which involves factors that affect the overall economy 
i.e. systemic risks and idiosyncratic risks which are specific 
to Investee Company or industry.

The Company seeks to manage its investment risk by 
ensuring investments are made in high quality assets, 
which matches its liabilities both by nature and term to 
the extent that is necessary and possible. The Company 
has constituted an Investment Committee, which acts as 
the policy making body for the investment operations. 
The Investment Committee periodically discusses the 
investment strategy, portfolio structures, performance 
of the portfolio and related issues and ensure that the 

company has well defined investment policies & processes 
to manage all the investment risks. All Regulatory and 
Internal norms are built in the Investment system, which 
monitors the Investment limits and exposure norms on 
real-time basis. The Company also uses MSCI Barra One 
application for performance attribution and risk analysis.

The market risk is mitigated by maintaining a desired mix 
between debt and equity subject to investment regulations 
by IRDAI, active asset management based on the ALM 
(Asset Liability Management) output along with asset and 
liability duration matching which limits impact of interest 
rate changes and actions taken to manage guarantee risk.

Credit risk or the risk of default of counter parties is sought 
to be mitigated by investing in securities with highest 
credit rating (i.e. lowest risks) in line with IRDAI guidelines 
as well as internal norms and reviewing changes in credit 
ratings. The Company also seeks to deal with financially 
sound reinsurers.

Liquidity risk is monitored on a regular basis to ensure 
sufficient liquidity is maintained to meet short-term 
obligations by timing the cash inflows and outflows through 
cash flow matching and by maintaining an adequate mix of 
liquid assets.

c) Asset-Liability Mismatch Risk
The risk arises due to mismatch caused by market factors, 
between the asset and liability cash flows.

The Company's ALM Policy lays down the Investment / Asset 
Allocation strategy to manage risks for various liabilities 
depending on their nature and tenure. The Company 
has constituted an internal Asset Liability Management 
Committee (ALCO) that monitors asset liability mismatch 
risk along with other market and insurance risks and it also 
formulates, implements and reviews strategies to achieve 
the stated financial objectives given the risk tolerance. The 
results, monitoring and mitigation strategies of ALCO are 
also placed at each Risk Management Committee of Board.

d) Operational Risk
By nature of its business, the Company is exposed to various 
types of operational risk, which arise from various sources 
including inadequate record keeping, failures of systems 
and established controls, employee error, and internal/
external frauds. The Company has implemented a robust 
operational risk management framework that focuses 
on the early recognition and proactive management of 
material operational risks. The Company also seeks to 
minimise the impact of the operational risks by regular 
monitoring of processes, systems and procedures, 
implementation of controls, adherence to malpractice 
matrix for controlling frauds and ensuring back-ups for both 
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systems and data are maintained. Necessary insurance 
taken for all identified operational risk of the company are 
also reviewed at regular intervals.

The Company uses the following tools/activities to manage 
the various operational risks:

1. A well defined Fraud Management Framework

2.  Systematic periodic Operational Risk Reviews  and 
operational risk loss data collection

3. Control reports 

4.  RCSA (Risk, Control and Self Assessment to identify 
risks and evaluate the controls)

5.  Key Risk Indicators for proactive management of key 
functional risks

6.  Incident management framework is being planned 
to monitor the near misses and plug loopholes in the 
system

7.  Process level risk assessment at the pre launch stage 
of critical processes

8.  BCMS (Business Continuity Management System) 
Governance Procedure

9. Outsourcing risk management policy

The Company takes a holistic approach to identify, 
measure, control and monitor fraud risk through the Fraud 
Risk Management Policy and also formulated a separate 
vertical (Risk Monitoring & Control Unit, RMCU) to design 
and implement anti-fraud programs and controls which 
are effective in reducing negative incidents or events and 
negative surprises.

Business interruption risk also forms an integral part of 
operations risk. Since the Company can face a host of 
disasters that range from minor to catastrophic like fire/
data center failure/earthquake etc. which can impact day-
to-day operations, the Company seeks to minimise the 
risk by having a robust Business Continuity Plan (BCP) in 
place to manage such business interruption risks. Disaster 
recovery site has been set up to carry critical processes in 
adverse scenario.  Business continuity drills are carried on a 
regular basis for critical processes and outsource partners 
to manage business interruption risks.

The Company has a well defined information security policy 
including areas of cyber security that ensures all information 
assets are safeguarded by establishing comprehensive 
management processes throughout the organization.

e) Compliance Risk
Sound compliance management process and information 
systems with a strong control culture have proven effective 

in managing compliance risk. Accountability & authority for 
compliance are clearly defined and enforced. Compliance 
tracker is maintained by the compliance department 
to manage timelines that are of regulatory nature. All 
regulatory reporting are published on periodic basis to 
the relevant stakeholders and timely submission of the 
reports due is ensured.  Appropriate controls and systems 
are implemented to identify compliance problems and 
assess performance. The Company also has in place a self 
assessment compliance Mechanism which is to be adhered 
by all departments.

f) Strategic Risk
Strategic risk is associated with an organisation’s mission 
and future business plans. Detailed analysis is conducted 
every year to gauge changes in macro economic factors, 
government policies and regulatory environment. 
In addition, movement on these parameters are 
discussed with the Board every quarter along with the 
management’s point of view and recommended action 
plan. In addition to this, the Life Council and IRDAI share 
the organisation's view point on steps to increase life 
insurance penetration, reduce impact of regulatory 
changes.

The Internal audit department performs regular risk based 
audits and reports the findings to the Audit Committee on 
regular basis. The Company’s internal auditors review the 
processes, systems and procedures regularly. Reports of 
the auditors and the updates by risk management team 
as well as the actions taken are reported to the Audit 
Committee and Risk Management Committee of the Board 
respectively. 

Internal Financial Controls:  The Company has 
institutionalised a robust and comprehensive internal 
control mechanism across all the major processes. The 
internal audit, in addition to providing assurance on 
compliance to policies, procedures, regulations, processes 
etc., also tests and reports on adequacy and operating 
effectiveness of internal financial controls over financial 
reporting. The statutory auditors provide an audit opinion 
on adherence to Internal Financial Controls.

9. Operations in other Countries
The Company has a liaison office in Dubai which primarily 
engages in marketing and promotional activities. The 
Company has a 100% wholly owned foreign subsidiary 
‘HDFC International Life and Re Company Limited’ 
incorporated in Dubai under the DIFC (Dubai International 
Finance Centre) Companies Law on January 10, 2016 to carry 
out life reinsurance business. The amount of capital for this 
subsidiary is invested outside India and in foreign currency 
and hence the company is exposed to currency risk.
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10. Ageing of Claims
The trend of average claims settlement time for the current 
year and last 5 preceding years, from the day all necessary 
documents are submitted to the Company till cheque/NEFT 
payment is initiated, are as follows:

Years Average time taken for claim 
settlement (No. in days)

FY 2020 4
FY 2019 4 
FY 2018 5
FY 2017 5
FY 2016 8
FY 2015 10

For linked and traditional business details of claims 
registered and settled are attached as Annexure “A” and the 
details of claims registered and not settled are attached as 
Annexure “B”

11. Valuation of Investments
Given below is the basis as to how the values, as shown 
in the Balance Sheet, of the investments and stocks and 
shares have been arrived at, and how the market value 
thereof has been ascertained;

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 Balance Sheet. Impairment 
loss, if any, exceeding the amount in Revaluation Reserve 
is recognised as an expense in the Revenue Account or the 
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 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 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), Infrastructure Investment Trusts 
(InvITs), 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 
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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 
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 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 Securities and Exchange Board 
of India (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 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 share (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 and Real Estate Investment Trusts 
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, 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 
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 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 
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 valuations are 
accounted for in the 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 
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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 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 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 Balance Sheet.

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 change in the fair value of mutual fund 
units are recognised in the 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 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 
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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 
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 Revenue Account. 

The accumulated gains or losses that were recognised 
directly in the Hedge Reserve are reclassified into Revenue 
Account, in the same period during which the income from 
hedged forecasted cash flows affect the Revenue Account 
(such as in the periods that income on the investments 
acquired from  underlying forecasted cashflow is 
recognized in the 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 Revenue Account. Gains or losses 
arising from hedge ineffectiveness, if any, are recognised 
in the Revenue Account. Costs associated with derivative 
contracts are considered as at a point in time cost.

The historical cost of those investments whose reported value is based on fair value are:

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

Reported Value Historical Cost Reported Value Historical Cost
(A) Non-linked investments:
Shareholders’ investments 16,306,728 20,304,440 11,290,591 11,429,458 
Participating Life Fund 33,270,912 39,576,407 51,727,700 43,569,142
Participating Pension Fund 3,453,347 3,612,005 6,497,477 4,721,985
Non Linked Non Unit Fund - - 1,000,652 1,000,000 
Unit Linked Non Unit Fund - - - -
Annuity Fund 257,339 638,825 2,062,032 2,238,710
Non Par – Individual Life Fund - - 150,055 150,000 
Non Par - Group Life Fund - - 1,200,737 1,200,000 
Non Par - Group Variable Fund 6,188,785 5,826,516 8,616,414 8,352,866
Non Par - Group Traditional Fund 2,687,614 2,531,102 2,280,532 2,217,159 
(B) Linked Investments: 510,805,186 546,543,303 585,226,485 494,666,842

Historical cost of investments - Unlisted Equity & Equity related Investments

Particulars As at March 31, 2020 As at March 31, 2019
Linked Non-linked Linked Non-linked

Unlisted equity shares valued at cost Nil 4,967,606 Nil 5,947,621
Equity shares awaiting listing* Nil Nil Nil 464,640 

* Includes Real Estate Infrastructure Trust Units

12. Review of Asset Quality and performance
a) Performance of investment in terms of portfolios and review of asset quality:
Investments are made in accordance with the regulatory norms and fund mandates for Unit Linked Funds. In Fixed Income 
segment, the Company has invested predominantly in government securities and corporate securities having highest 
credit quality rating of ‘Sovereign/‘AAA’ and equivalent. The Funds have an exposure of 96.24% in Sovereign/AAA and 
equivalent rated fixed income securities. The Company has a well diversified portfolio across issuers and industry segments 
in corporate securities. 
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The equity portfolio is also well diversified and equity selection is made after appropriate research and analysis of the 
Investee Company and industry of the Company. Equity investments are primarily made in top 100 companies listed on 
NSE/BSE.
Investment Category Shareholders' Funds Policyholders’ Funds Total

Non-Unit linked funds Unit linked funds
Amount
 (` 000)

% Amount 
(` 000)

% Amount 
(` 000)

% Amount 
(` 000)

%

Government Securities  26,229,949 44.79%  378,173,575 56.28%  105,070,826 19.40%  509,474,350 40.04%
Corporate Bonds:
AAA  13,297,148 22.71%  188,589,194 28.07%  98,510,089 18.18%  300,396,431 23.61%
AA /
AA+

 500,000 0.85%  20,525,788 3.05%  9,703,692 1.79%  30,729,480 2.42%

AA- or
Below

 538,088 0.92%  1,422,486 0.21%  816,180 0.15%  2,776,754 0.22%

Equity Shares1 16,306,727 27.85% 45,604,992 6.79% 36,4240,024 55.80% 364,240,024 28.63%
Preference Shares  -   0.00%  3,565 0.00%  10,074 0.00%  13,639 0.00%
Fixed Deposit with Banks  1,397,200 2.39%  4,100,000 0.61%  -   0.00%  5,497,200 0.43%
Mutual Fund Units - Liquid 
Schemes

 -   0.00%  -   0.00%  -   0.00%  -   0.00%

Money Market Instruments  285,688 0.49%  31,075,101 4.63%  16,041,630 2.96%  47,402,419 3.73%
Others2  -   0.00%  2,391,400 0.36%  9,339,959 1.72% 11,731,359 0.92%
Total 58,554,800 100.00% 671,886,101 100.00%  541,820,755 100.00%  1,272,261,656 100.00%

To meet the liquidity requirement, some portion is invested in liquid schemes of leading mutual funds and other money 
market instrument of the highest credit rating.

The primary aim while investing is to generate adequate return while minimising risk. The investment is also made keeping 
in mind the asset liability requirement of the respective funds. 

In the view of the prudent practices followed by the Company as mentioned above, the high quality of assets are maintained 
in all portfolios and asset classes.

b) Portfolio Mix of Asset under Management:
The company invests its funds in Government Securities, Bonds & Debentures, Equity Shares, Money Market Instruments, 
and Fixed Deposits etc in accordance with the investment guidelines prescribed by IRDAI from time to time. The Assets held 
are ` 1,27,22,61,656 thousands as on March 31, 2020 and is having the following bifurcation:

1. Includes investment in Equity Exchange Traded Fund (ETF), Additional Tier I (AT1) Bonds

2.  Includes investment in Loan, Security Receipts, Venture Capital, Infrastructure Investment Trust Units (InvITs) and 
Net Current Assets.

c) Returns generated by major Unit Linked funds as against their respective benchmarks over 1 year are 
given below:

Fund Name Assets Held (` 000) 1 year (Annualized Returns) %
Fund Benchmark 

Growth Fund II - Individual Life 22,164,002 -24.22% -26.59%
Growth Fund - Individual Life 17,600,383 -23.68% -26.59%
Blue Chip Fund  - Individual Life 43,649,278 -22.77% -26.59%
Opportunities Fund  - Individual Life 125,157,075 -27.80% -35.90%
Balanced Managed Fund II - Individual Life 4,412,917 -8.44% -5.01%
Balanced Managed Fund - Old Group Life 4,914,229 -7.28% -5.01%
Defensive Managed Fund - Group Life 11,750,399 3.21% 3.82%
Defensive Managed Fund II - Group Life 10,498,601 1.92% 3.82%
Secure Managed Fund II - Group Life 8,928,476 11.57% 12.65%
Secure Managed Fund - Group Life 3,949,482 11.96% 12.65%
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d) Performance of investment of Conventional portfolios over 1 year is given below:
Fund Type Assets Held (` 000) Returns on   Assets 1 (%)

Current Year Previous Year Current Year Previous Year
Participating Life Policy holders' Fund 274,478,775 2,78,284,021 6.63% 7.43%
Participating Pension Policy holders' Fund 25,891,558 25,751,036 10.67% 7.36%
Non-participating Policy holders' Fund 265,363,788 1,96,739,446 9.38% 8.28%
Annuity Fund 79,300,735 47,939,230 10.33% 9.07%

1 Returns are based on amortized cost i.e. without considering the unrealized gains and losses

13. Directors Responsibility Statement 
The Management for and on behalf of the BOD of the Company also states that:

(A)  In the preparation of the financial statements, the applicable accounting standards, principles and policies, have been 
followed along with proper explanation relating to material departures, if any

(B)  The management has adopted accounting policies and applied them consistently and made judgments and estimates 
that are reasonable and prudent so as to give a true and fair view of the state of affairs of the Company at the end of 
the financial year and of the operating profit or loss of the Company for the year.

(C)  The management has taken proper and sufficient care for the maintenance of adequate accounting records in 
accordance with the applicable provisions of the Insurance Act, 1938, (4 of 1938) amended by the Insurance Laws 
(Amendment) Act, 2015 and Companies Act, 2013, for safeguarding the assets of the Company and for preventing and 
detecting fraud and other irregularities.

(D) The management has prepared the financial statements on a going concern basis.

(E)  The management has ensured that there exists effective internal audit systems commensurate with the size and 
nature of the business.

14.  Schedule of payments made to individuals, firms, companies and organisation in which 
directors of the Company are interested :

The details of payments made during the year to individuals, firms, companies and organisations in which directors of the 
Company are interested, are given in Annexure C.

Vibha Padalkar Niraj Shah
Managing Director & CEO Chief Financial Officer

Srinivasan Parthasarathy
Chief & Appointed Actuary

Place: Mumbai
Dated: April 27, 2020
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ANNEXURE A
CLAIMS REGISTERED AND SETTLED: 
1 A.  Linked Business
Period 30 Days 30 days to 6 months 6 months to 1 year 1 year to 5 years 5 years and above

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)
FY 2020  5,499  19,942  262  2,140  -    -    -    -    -    -   
FY 2019 5,007 17,444 638 4,236 - - - - - -
FY 2018 4,880 16,477 711 2,718 - - - - - -
FY 2017 4,707 12,670 590 2,058 - - - - - -
FY 2016 4,412 10,735 788 2,631 - - - - - -
FY 2015 4,012 9,869 594 3,724 - - - - - -

1 B. Traditional Business
Period 30 Days 30 days to 6 months 6 months to 1 year 1 year to 5 years 5 years and above

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)
FY 2020 271,051 183,223 447 10,906 1 3 - - - -
FY 2019 168,973 115,213 1,271 15,273 9 4 - - - -
FY 2018 79,076 67,605 845 12,053 - - - - - -
FY 2017 44,414 35,462 835 9,900 13 11 - - - -
FY 2016 18,281 16,036 2,080 11,284 - - - - - -
FY 2015 10,395 10,811 1,058 7,494 - - - - - -

ANNEXURE B
CLAIMS REGISTERED AND NOT SETTLED:
1 A.  Linked Business
Period 30 Days 30 days to 6 months 6 months to 1 year 1 year to 5 years 5 years and above

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved 

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

FY 2020 2 22 4 42 1 2 - - - -
FY 2019 4 26 10 176 4 11 - - - -
FY 2018 33 130 4 28 - - - - - -
FY 2017 3 7 1 2 - - - - - -
FY 2016 8 107 1 18 - - - - - -
FY 2015 13 168 26 314 - - - - - -

1 B. Traditional Business
Period 30 Days 30 days to 6 months 6 months to 1 year 1 year to 5 years 5 years and above

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

No of 
claims

Amount 
involved

(` lakh)

FY 2020 890 2,522 247 2,447 12 194 - - - -
FY 2019 357 1,013 146 749 38 360 1 0
FY 2018 302 1,102 43 961 9 51 - - - -
FY 2017 38 772 17 780 - - - - - -
FY 2016 33 1,062 37 1,538 - - - - - -
FY 2015 115 2,087 121 2,787 - - - - - -
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Annexure C
Details of payments made during the year to companies in which the Directors of HDFC Life Insurance Company Limited 
(formerly HDFC Standard Life Insurance Company Limited) are interested.

Sr. 
No.

Name of the 
interested director

Name of the Company Interested As  Transactions during the 
Year  (` lakh)

1 Mr. Deepak S. Parekh Housing Development Finance Corporation Limited Chairman & Director 12,982 
HDFC ERGO General Insurance Company Limited Chairman 112 

2 Ms. Renu Sud Karnad Housing Development Finance Corporation Limited Managing Director 12,982 
HDFC Bank Director 149,416 
HDFC ERGO General Insurance Company Limited Director 112 

3 Mr. Keki M. Mistry Housing Development Finance Corporation Limited Vice Chairman & CEO 12,982 
HDFC ERGO General Insurance Company Limited Director 112 

4 Ms. Vibha Padalkar HDFC International Life and Re Company Limited Chairperson 2,138
5 Mr. Suresh Badami HDFC Credila Financial Services Private Limited Director 68 
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