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INDEPENDENT AUDITORS' REPORT

To the Members of
MNational Insurance Company Limited

Report on the Audit of the Standalone Financial Statements
Opinion

We have audited the accompanying standalone [nancial statements of National Insurance
Company Limited (“the Company™), which comprise the Balance Sheet as at 31st March,
2009, the Revenue Accounts of Fire, Marine and Miscellancous Insurance  Business
{collectively known as *Revenue Accounts’), the Profit and Loss Account and the Receipts
and Payments Account for the year then ended. and a summary of significant accounting
policies and other explanatory information, in which are incorporated the audited returns for
the year ended as on that date of Thirty Three (33) Regional Offices, Three hundred and
Ninety Two (392) Divisional Offices audited by the other firms of Auditors appointed by the
Comptroller and Auditor General of India (“C&AG™) under section 139 of the Companies
Act, 2013 (“the Act™), and Twao (2) Foreign Branch OMhices, asdited by the local auditors
appointed by the Company on approval of C&AL.

In our opinion and to the best of our information and according to the explanations given to
us, we report that the aforesaid standalone hnancial statements prepared in accordance with
the requirements of Accounting Standards as specified under Section 133 of the Act,
Insurance Act, 1938 read with Insurance Laws (Amendment) Act, 20135 {to the extent notified)
(“the Insurance Act™), the Insurance Regulatory and Development Act, 1999 (the “IRDA
Agt”). the Insurance Regulatory and Development Authority (Preparation of Financial
statements and Auwditors” Repor of Insurance Companies) Regulations, 2002 (the “IRDAI
Financial Statement Regulations™) and orders/directions/circulars give a true and fair view in
conformity with the accounting pnnciples gencrallvy accepted in India as applicable 1o
Insurance Companies:

a. in the case of Balance Sheet, of the state of affairs of the Company as at 317 March,
2019,

b. in the case of Revenue Accounts, of the operating profit in Fire and Marine business and
operating loss in Miscellancous business for the vear enged on that date;

¢. inthe case of Profit and Loss Account, of the loss for the year ended on that date:

d. in the case of Receipts and Payments Account, of the receipts and payments for the year
ended on that date p

Basis for Opinion
We conducted our uudit in -.iLCﬂI‘diiﬂl:L wil;h ﬁiand.ar:iti on Auditing 15%} schiﬂd under
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requirements that are relevant to our audit of the financial statements as per the JCA/ s
Code of Ethics and the provisions of the Compunies Acr, 2013, and we have Tulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropniate to provide a basis for our
opinion.

Emphasis of Matters

We draw attention to the following matters:

a) Re: Unearned Premium Reserve (UPR): (Refer Schedule 16 — Note no 31 and
Schedule 17 - Note No. 8)

The Company has created UPE at the prescribed mates including for the short term
policies except for the Net Premium of Rs 12.08,743 thousand for Pradhan Mantri Fasal
Bima Yojana for Kharif business, in spite of the fact that such short term policies
commence and lapse within the accounting year and no part of the premium written is
attributable to the succeeding accounting period. Further, company has created UPR on
vearly allocated premium of long term Motor Insurance Policy.

b) Re: Premium Received in Installments : (Refer Schedule 16 - Note no. 3)

The Company accounts for the premium of Government Sponsored Scheme on receipt of
installment even though the policy and the sk commences from the date of sigmng the
MO Policy Cover.

¢) Re: Balance confirmation/Reconciliation: (Refer Schedule 17 - Note no. 29)

Various Account balances (Due from/Due to) including Rs. 14.32.363 thousand shown
under *Misc. Others — Schedule 12 (Advances and Other Assets)’, are under process of
reconciliation and confirmation. The impact of adjustments, if any, arising out of such
reconciliation 1s not ascertainable.

d) Re: Segregation of Investments :(Refer Schedule 8, 8A and Schedule 16-Note no.
%.14)

The Company has segregated investments into Sharcholder's Fund and Poheyholder’s
Fund without wdentifving them scnp-wise.

¢} Re: Contribution to Emplovees Provident Fund (EPE: {Refer Schedule 16 - Note no.
12 {a) & Schedule 17 = Note no. 34.2)

T'he Company has been consistently treating C‘}Jnlrihulim to EPF as Defined Contribution
Plan. In view of Company’s obligation for making up the deficit of EPF Trust {und
towards payment of interest at the Government declared rate, it should have been treated
as Defined Benefit Plan and disclosure requirement is applicable accordingly.




h)

i

k)

)

Re: Provision on Debentures (Refer Schedule 17 - Note No. 21h)

Mo additional provision due to decline in the securty value, if any, of the debentures as
per the Rating Agencies assessment has been made.

He: Segment Assets and Segment Liabilities: (Refer Schedule 16 - Note no. 14)

The Company has disclosed prescribed Segment wise revenue and results. However, the
Scpment Asscts and the Segment liabilities are not identified for the comresponding
Segments as required under AS-17.

Re : Micro, Small and Medium Enterprises Development Act, 2006 ( Refer Schedule
17 — Note no. 35)

The Company has not identified the Enterprnises under the MSMED Act, 2006 for
requisite disclosure.

Re: Accounting Software (Refer Schedule 17 — Note No. 30)

Required adjustments of some assets and liabilities on implementation of core insurance
accounting software is pending.

Re: Unclaimed amount of Policvholders (Refer Schedule 17 — Note No. 51)

[dentilication of unclaimed amount of policyholders. if any. lying in other heads of
account Is in Progress.

Re: GST Input Credit (Refer Schedule 17 — Note No. 41)

The Company has availed GST input credit which is subject to final assessment by the
GST Authority,

Actuarial Valuation of Gratuity, Pension and Leave Encashment (Refer Schedule 17
- Note No. 34)

Disclosures as per AS-15 have been made based on actuarial certificate only. We have not
carried oul any sample venficaton of actuarial valuation due to non availability of
documents.

m) General Insurance (Emplovees’) Pension Amendment Scheme, 2019 (Refer Schedule

17 - Note No. 34.3)

L
Non-provision of additional liability on account of Pension. pending finalization.

Solvency Margin ¢ (Refer Schedule 17 - Note No. 46)

The Company has calculated solvency margin at 1.04 as on 31 March, 2019 taking into
account (1) the entire Fair Value Change Account balance for the computation of available
solvency margin on the basis of IRDAI's Letter dated 18" March, 2019 and (ii)
dﬁmummb of the IBNR Reserves for Motor ]!" line of business on net bhasis vide
considered for
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as on 31" March. 2019, Further Inter office balances of Rs. 14.32.363 thousand and
Agents’ and Intermedianes” balances recoverable, imespective of 1ts age of outstanding
have been considered as admissible assets for computation of Solvency Margin.

Or opinion is not modified in respect of these matters.

Kev Audit Matters

Key audit matiers are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters. We have
determined the matters descnbed below to be the key audit matters to be communicated in our
report.

Kev Audit Matter How our Audit addressed the Key Audit
Matter
Actuarial valuation of liability in respect of
IBNHE, IBNER & FPDR of Rs. 3153000
thousand

. . o We broadly reviewed the work of

s 'I'h{: methodologies  and  assumptions actuarial report including their

utilized to develop [ncurred But Not independence, experience and objectivity.
Reported (IBNR) reserves, Incurmred But

Not Enough Reported (IBNER) reserves | | The assumptions used by the Panel

and Premum Deliciency reserves (PDR)
involve a significant degree of judgment.
The liabilities are based on the besi-
estimate ulimate cost of all claims
incurred but not settled at a given date,
whether reported or not, together with the
related claims handling costs. There is
generally less information available in
relation 1o these claims, which can result
i variability between initial estimates
and final settlement. A range of methods
are used to determine these provisions,

Management engaged an  independent
actuarial expert (Panel Actuary) to assist
i determining  the wvalue of IBNR,
IBNER and PDR.

We focused on this area because,
underlying these methods are a number
of explicit or implicit assumptions
relating to the expected settlement
amount and setilement patterns of claims

Actuary were found to be reasonable and
the methodologies appropriate and
consistent with the prior yvear.

The actuarial valuation of labilities in
respect of IBNR, IBNER and PDR is the |
responsibility of the Company’s Pancl
Actuary.

The valvation of liabilitics for outstanding

claims reserves and the PDR contained in |
the financial statements of the company
the Panel

are based on Actuary’s

certi ﬁcatf :




which are subject to complex
calculations.

o The claims estimation uses an actuarial
madeling  process  which  involves
complex and subjective  actuarial

- methodologies, Judgments and

assumptions about future events and

developments, both within and external

changes can have significant implications
10 the quantification.

e« The estimation of claims at vear end
relies on the integnity of the underlying
data. including claim payments and
individual estimates of unsettled claims,
which is gathered from many different
syslems.

to the Company, and for which small |

Key Audit Matter

How our Audit addressed the Key Audit

Matter

' Investments of Rs. 236921906 thousand
® The wvalue of Investments is highly
significant as compared with total assets as
disclosed in the financial statement of the
Company.

# Entire gamul of Investment functions
encompassing - purchase, disposal,
recognition, measurement and disclosure
of Investments is governed by the
company'  Investment  Policy  duly
approved by the Board of Directors on
annual basis based on various Regulations,

Directions and Circulars i1ssued by IRDAL |

Checked recognition of income/loss,
valuation and disclosure in the hinancial
statements in  accordance with the
investment policy, regulations etc,

Checked the ovemall controls  owver
purchase, disposal, recognition of
incomeloss, valuation and disclosure of
[nvestments.

Review the monthly and quarterly report
of Independent Investment concurremt
auditor’s report.

Verified the wvaluation of invesiment
specially in respect of non performing
mnvestment and impairment

Other Matier

1) We did not audit the financial statements of thirty three (33) Regional offices, three
hundred and ninety two (392) Divisional offices. two (2) Foreign offices. included in the
standalone financial statements of the Company whose financial statements / financial

information reflect total assets of Rs.4.52.47.839 thousand as at 31™ March, 2019 and
otal revenues of Bs. 131799378 thousand for the veq

hat date. The financial
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statements/information of these offices have been audited by the other firm of auditors
whose reports have been furnished 1o us, and our opinion in so far as it relates to the
amounts and disclosures included in respect of these offices, is based solely on the report
of such auditors.

Our opinion is not modified in respect of this matter,

Responsibilities of the Management and Those Charged with Govermance for the
Standalone Financial Statements

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of
the Act, with respect 1o the preparation of these standalone financial statements that give a
true and fair view of the financial position, underwriting results, financial performance and
cash Mows ol the Company, in accordance with the Accounting Principles generally accepted
in India, including the Accounting Standards specified under Section 133 of the Act, read with
Rule 7 of the Companies {Accounts) Rules, 2014, the Insurance Act, 1938, IRDA Act, 1999,
the IRDAI Financial Statement Regulations and orders/ directions/circulars issued by the
IRDA of India.

This responsibility also includes maintenance of adequate accounting records in accordance
with the provisions of the Act for saleguarding the assets of the Company and for preventing
and detecting frauds and other irregularities: selection and application of appropriate
accounting policies; making judgments and cstimates that are reasonable and prudent: and
design. implementation and maintenance of adequate internal financial controls, that were
operating eflectively for ensuning the accuracy and completeness of the accounting records.
relevant to the preparation and presentation of the financial statements that give a true and fair
view and are free from material misstatement. whether due to fraud or error.

In preparing the financial statements. management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or 1o cease operations. or has no realistic alternative but to do so.

The Board of Directors are also responsible for overseeing the Company's financial reporting
PrOCEss.

Auditors” Responsibilities for the Audit of the Htﬂndalnm; Financial Statements

Chur ohjeclives are o obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Standards of Auditing will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered matenal if, individually or in the aggrepate, that could reasonably be

expected to influence the economic decisions of users taken on the basis of these financial
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As parl of an audit in accordance with SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements.
whether due o fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

= Obtain an understanding of internal control relevant to the audit in order 1o design audit
procedures that are appropriate in the circumstances, Under section 143(3)(i) of the Act. we
are also responsible for expressing our opinion on whether the company has adequate internal
financial controls system in place and the operating effectiveness of such controls.

. Evaluate the appropriateness of accounting policies used and the reasonablencss of
accounting estimates and related disclosures made by management.

=  Conclude on the appropriateness of management’s use of the going concern basis of
accounting and. based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements or
il such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to ¢ease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings. including any significant
deficiencies in internal control that we idemtify during our awdit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable. related safeguards. -
From the matiers communicated with those charged with governance, we determine those
matiers that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected o




Report on Other Legal and Regulatory Requirements

(e

d)

&)

As required by the [RDA Financial Statements Regulations, we have issued a separate
certificate of even date in the matters specified in paragraph 3 and 4 of Schedule C o
the IRDA Financial Statements Regulations — Refer Annexure *A’ to this report.

As required by Section 143(3) of the Act and IRDA Financial Statements Regulations
and orders/directions/circulars issued by the Insurance Regulatory and Development
Authority of India, we report that:

We have sought and obtained all the information and explanations which to the best of
our knowledge and belief were necessary for the purposes of our audit.

In our opinion. proper books of account as required by law have been maintained by
the Company, 5o far as it appears from our examination of those books.

In our opinion proper returns from 33 Regional Offices, 392 Divisional Offices and 2
Foreign Branch Oflices audited by the other firm of auditors and not visited by us,
have been received and are adequate for the purpose of audit.

The reports of the 33 Regional Auditors consolidating the 392 Divisional Auditors
reports and reports of 2 foreign branches audited under section 143(8) of the Act by
the branch auditors have been sent to us and have been properly dealt with by us in
preparing this report in the manner considered necessary by us,

The Balance Sheet, the Revenue accounts. the Profit and Loss account and the
Receipts and Payments Account dealt with by the repon are in agreement with the
books of account and returns received from offices not visited by us.

The actuarial valuation of liabilities in respect of Incurred But Not Reported (the
“IBNR”), Incurred But Not Enough Reported (the “IBNER™) and Premium Deficiency
Reserve {the “PDR") is the responsibility of the Company s Panel Actuary (the “Panel
Actuary™). The Panel Actuary has certified that outstanding claims reserves are not
determined by stafistical methods and instead determined by respective operating
offices on a case to case basis. The assumptions for the valuation of Premium
Deficiency Reserve (the “PDR™) and IBNR reserves as at 31" March, 2019 are in
accordance with the guidelines and norms issucd by IRDAI and the Institute of
Actuaries ol India in concurrence with the Authority. The valuation of liabilities for
outstanding claims reserves and the PDR contained in the financial statements of the
Company are based on the Panel Actuary’s certificate as above.

The standalone financial statements have been plepared in accordance with the
requirements of the Insurance Act, 1938 (4 of 1938), the Insurance Regulatory and
Development Authority Act, 1999 (4] of 1999) and the Companies Act, 2013 (18 of
201 3) to the extent applicable and in the matiner so required.

The Investments have been valued in accordance with the provisions of the Insurance
Act, the regulations and orders/directions/circulars issued by [RDA in this regard.




1)

K}

)

hii]

n)

The accounting policies selected by the Company are appropriate and are in
compliance with the applicable Accounting Standards specified under Section 133 of
the Act read with Rule 7 of the Companies (Accounts) Rules, 2014 and with the
accounting principles, as prescribed in the IRDA Financial Statements Regulations and
arder or direction 1s5ued by the IRDA in this behalf.

In our opimon the aloresaid standalone financial statements comply with the
Accounting Standards specified under Section 133 of the Act read with Rule 7 of the
Companies (Accounts) Rules, 2014,

The provisions of Section 164(2) of the Act with regard to disqualification for
appointment of directors are not applicable to the Company in view of Notification No.
GSR 463(E) dated 5" June, 2015 issued by the Ministry of Corporate Affairs,
Government of India.

With respect to the adequacy of the Internal Financial Controls over financial reporting
of the Company and the operating effectiveness of such controls, refer to our separate

report in Annexure-B to this report.

i

With respect to the other matters to be included in the Auditor’s Report in accordance
with Rule 11 of the Companies {Audit and Auditors) Rules, 2014, in our opinion and
to the best of our information and aceording to the explanations given to us:

1) The Company has disclosed the impact of pending litigations on its financial
position in its financial statements — Reler Schedule 17 - Note no, 54,

i}  The Company did not have any long term contracts including derivatives contracts
for which the Company was expecting any material foresecable losses — Refer
Schedule 17 - Note no. 55,

iii} There were no amounts which were required to be translerred to the Investor
Education and Protection Fund by the Company — Refer Schedule-17 - Note no.
56.

As required under section 143(5) of the Act. we enélase Annexure C 1o this report, the
directions including sub-directions issued by the Comptroller & Auditor General of
India, action taken thereon and its financial impact on the accounts and standalone
financial statements of the Company, which is based on the information given by the
Company and approved by the Board of Directors and as reported by the Branch
Auditors to the extent applicable to Divisional offices and Regional offices,

9 TEE | &
I:_:}[ 02 %.)I

e
il
2




0) The provisions of Section 197(16) of the Act with regard to managerial remuneration
payable to the Company’s Directors are not applicable to the Company in view of
Notification No. GSR 463(E) dated 5% June, 2015 issucd by the Mimstry of Corporate
Affairs, Government of India.

For Saha Ganguli & Associates For De & Bose
Chartered Accountants Chartered Accountants
FRMN: 302191E FRMN: 30217515
%}ZD Faage 2

(CA. Samir Kumar Saha) (CA. Tarit Dasgupta)
Partner Partner

M. No — 051392 M. No - 053380

Place: Kolkata

Date: 29" July, 2019




Annexure - *A’ to the Independent Auditors” Report of even date on the
Standalone Financial Statements of National Insurance Company Limited

{Referred to in paragraph 1 under ‘Report on Other Legal and Regulatory Regquirements
section)

Independent Awditors® Certificate to the members of National Insurance Company
Limited

This certificate is issued 10 comply with the provisions of paragraphs 3 and 4 of Schedule C to
the Insurance Regulatory and Development Authority (Preparation of Financial Statements
and Auditor’s Report of Insurance Companies) Regulations, 2002 (the “IRDA Financial
Statements Regulations™) read with regulation 3 and may not be suitable for any other

purpose.

Management's Responsibility

The Company’s Board of Directors is responsible for complying with the provisions of The
Insurance Act. 1938 (the “Insurance Act”) (amended by the Insurance Laws (Amendment)
Act, 2015), the Insurance Regulatory and Development Authority Act. 1999 (the “IRDA
Act™), the IRDA Financial Statements Regulations. orders/directions/circulars 1ssued by the
Insurance Regulatory and Development Authority of India (the “IRDA™) which includes the
preparation of the Management Report. This includes collecting, collating and validating data
and desipgning, implementing and monitoring of internal controls suitable Tor ensuring
compliance as aforesaid.

Auditors’ Responsibility

Chur responsibility. for the purpose of this certificate, is limited to certifving matiers contained
in paragraphs 3 and 4 of Schedule C 1o the IRDA Financial Statements Regulations. We have
conducted our examination in accordance with the Guidance Note on Audit Reports and
Certificates for Special Purposes issued by the Institute of Chartered Accountants of India (the
‘ICAL.

Opinion

In accordance with the information and explanations given to us and 1o the best of our
knowledge and belief and based on our examination of the books of account and other records
maintained by National Insurance Company Limited (*the Company’) for the vear ended 31
March. 2019, we certify that:

. We have reviewed the Management Report attached to the standalone financial
statements for the year ended 31% March, 2019, and on the basis of our review read with
our [ndependent  Auditors” Report, theré” is no apparent misiake or material
inconsistencies with the standalone financial statements. However, trends in average
claim settlement time during the preceding five years have not been reported

2. Based on management representations and the compliance certificate submitted to the
Board by the officers of the Company charged with compliance and the same being noted
p iy the Board, nothing has come to our atiention which causgs: ¢ that the




Company has not complied with the terms and conditions of registration stipulated by the
IRDAL

Branch auditors have verified the cash balances and we have verified the securities
relating to the Company’s loans {except for the loans given to Company’s employees) and
investments as at 31 March, 2019 by actual inspection or on the basis of
certificate/conlirmations  received from the custodian and/or depository participants
appointed by the Company as the case may be.

No investments and transactions relating to any trusts have been undertaken by the
Company as trustee, — Refer Schedule 17 - Note no 32 {c).

The Company has yet to wdentify the scrip wise investments pertaining to the
policyholders™ funds. However, no pari of the assets of the policvholders
funds/shareholders” funds on an overall basis has been directly or indirectly applied in
contravention of the provisions of the Insurance Act. 1938 relating to the application and
investments of the policvholders” funds,

For Saha Ganguli & Associates
Chartered Accountants
FRN: 302191E

S
(CA. Safmir Kumar Saha)

Partner
M. Mo - 051392

Place: Kolkata

Date: 20™ July, 2019

For e & Bose
Chartered Accountanis
FRN: 302175E

Forgeb

{CA. Tarit Dasgupta)
Partner
M. No - 053380




Annexure — ‘B’ to the Independent Auditors’ Report of even date on the
Standalone Financial Statements of National Insurance Company Limited

{Referred to in paragraph 2(1) under *Report on Other Legal and Regulatory Reguirements’
seclion)

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section
143 of the Companies Aet, 2013

1. We have audited the internal financial controls over financial reporting of National
Insurance Company Limited (“the Company™) as at 31 March. 2019 in conjunction with
our audit of the standalone financial statements of the Company for the year ended on that
date.

Management’s Rexponsihility for Internal Financial Controls

2. The Company’s management is responsible for establishing and maintaming internal
hinancial controls based on the internal control over financial reporting criteria established
by the Company considening the essential components of intermal control stated in the
guidance Note on Audit of Intemal Financial Controls Over Financial Reporting (“the
Ciudance Note’) issued by the Institute of Chartered Accountants of India (“the ICAI').
These responsibilities include the design, implementation and maintenance of adequate
mtemal financial controls that were operating effectively for ensuring the orderly and
efficient conduct of its business, including adherence to Company’s policies, the
safeguarding of its assets, the prevention and detection of frauds and errors, the accuracy
and completeness of the accounting records, and the timely preparation of reliable
financial information, as required under the Companies Act, 2013 (*the Act’).

Auditors’ Responsibility

3. Owr responsibility is to express an opinion on the Company's intermal financial controls
over inancial reporting based on our audit. We conducted our audit in accordance with
the Guidance Note and the Standards on Auditing, (‘the Standards™) issucd by the ICAI
and deemed to be prescribed under section 143(10) of the Act to the extent applicable to
an audit of internal financial controls, beth applicable to an audit of Intemal Financial
Controls and, both issued by the [CAL Those Standards and the Guidance Note require
that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance ahout whether adequate internal financial controls over financial
reporting was established and maintained and if such controls operated effectively in all

material respects. .

4. Owr awdit involves performing procedures to obtain audit evidence about the adequacy of
the internal financial controls system over financial reporting and their operating




assessing the risk that a material weakness exists, and testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk. The procedures
selected depend on the auditors’ judgment, including the assessment of the risks of
material misstatement of the financial statements. whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the Company's internal financial controls system
over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting

6. A Company's internal hnancial control over financial reporting is a process designed to

provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A Company's internal financial control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of
records thai, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the Company: (2) provide reasonable assurance that
transactions are recorded as necessary 1o permit preparation of hAnancial statements n
accordance with generally accepted accounting principles, and that receipts and
expenditures ol the Company are being made only in accordance with authorisations of
management and directors of the Company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorised acquisition, use, or disposition
of the Company's assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

1.

Because of the inherent limitations of intermal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls.
material misstatements due 10 ermor or fraud may occur and not be detected. Also,
projections of any evaluation of the internal financial controls over financial reporting 1o
future periods are subject to the risk that the inmtemal financial control over financial
reporting may become inadequate because of changes in conditions, or that the degree of
comphance with the policies or procedures may deteriorate.

Opinion

In our opinion and to the best of our information and accounting 1o the explanations given
o us, the Company has, in all material respects. an adequate internal financial controls
system over financial reporting and such internal financial controls over financial
reporting were operating effectively as at 317 March, 2019, based on the internal control
over financial reporting criteria established by the Company considering the essential
components of internal control stated in the Guidance Note on Audit of Internal Financial




Dther Matters

9. The Company’s internal controls over financial reporting require improvement in the
areas of:

a. Data validaton/integration of various accounting softwares used by the company;

b. Recording of intimated/incurred claims at the offices of the Company and with
TPAs

¢. Booking of appropriate premium under different classes of business; and

d. The internal audit system requires improvement in the areas of audit coverage and
compliance.

10, Our aforesaid report w's 143(3)(1) of the Act on the adequacy and operating effectiveness
ol the internal financial controls over financial reporting in $o far as it relates to Regional
olfices and Divisional offices is based on the report w's 143(3 1) of the Act received from
the Branch Auditors of Regional/Divisional offices.

11. The actuarial valuation of liabilities in respect of Incurred But Not Reported (the
“IBNR"), Incurred But Not Enough Reported (the “IBNER”) and Premium Deficiency
Reserve {the “PDR") is the responsibility of the Company’s Panel Actuary, Our opinion
on the internal Anancial controls over financial reporting does not include reporting on the
adequacy and operating effectiveness of the Intemal Controls over valuation and accuracy
of the aforesaid actuarial liabilities.

Our opinion 15 not gualified in respect of these matters.

For Saha Ganguli & Associates For De & Bose
Chartered Accountants Chartered Accountants
FRN: 30219 E FRN: 302175E

(CA. Sa mir Kumar Saha) (CA. Tarit Dasgupta)
Partner Pariner

M. Mo -051392 M. No - D53380

Place: Kolkata

Date: 29 July, 2019




Annexure = 'C' to the

Standalone Financial Statements of Mational Insurance Company Limited

iReferred to in paragraph 2(n) under ‘Repart on Other Legal and Regulatory Requirements' section)
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[ E

ons Issued to Sta
Companies Act, 2013 for the Financial

Auditors under Section 143(5) of the
Year 2018-19

| 8L
,_No.
I

Query

Reply

Whether the company has system
in place to process all the
accounting  transaction  through
IT system? If ves, the
implications ol processing of
accounting  transactions  outside
I'T system on the integrity of the
accounts along with the financial
implications, if any, may be
stated

Company’s accounting transactions of different

| departments and operating offices are processed
| through different IT System and which is finally
| integrated into  accounts through the use of |

different  softwares.  Accordingly, the final
integration of accounts as above is subject to
detection of errors and validation tests. There is no
financial implication except for non detection of
errors, if any.

r~.a-|

| Whether there is any
restructuring of an existing loan
or cases of waiverwrite off of
debts/loans/interest ete. made by
a lender to the company due to
the company’s inability to repay

The company has not taken any loan, However, the
company has issued debentures as subordinate debt
in terms of IRIDAI (Other Forms of Capital)
Regulations, 201 5,

the loan? If yes, the financial
impact may be stated.
Whether funds received!

Ireceix'ahlﬂ for specific schemes
from Central/state agencics were
properly accounted for /futilized
as per its term and conditions?

| List the cases of deviation.

There are no receivable or receipt of fund by the
company under any scheme from central/state
government.




to Additional Di

ions to Statuto

itors under

43(5) of the C nies

Act, 2013 appointed for audit of National Insurance Company Limited for the year 2018-19

SL Query Reply
Mo, y
. | Number of titles of | The following table states the number as well as the book value of the
ownership in respect of | different classes of securitics, where there is a mismatch between the
CGS/SGS/Bonds/ Company’s books of accounts and the books of the Custodian:
' Debentures etc. available
in physical/demat form |
and out of these, number SECURITY Total Short Cases® Excess Cases®
asie which . CLASS Mamber of | ook Valee  [Number of | Book [ Nomber of | Face Value
ol cases which are not in ditlesaf | (Rsin 000 | cilesol | Valse | tithesof |(Rs in 000,
agreement  with the ownership ownership | (Bsin | nwmership
TRl )
PSR ORI Fee W 46463030 NI NIL T
shown in the Company’s | [50s 131 2R71[40] ML i ML uf
books of accounts may Hmoea 286 4577473 24 30044 2l oo
: A BENTLRES
be  werified ~ and | IeRoRe EETN T TS I ETE I TE
discrepancy  found may | | shaes
o PREFERENLE 135 4775 2] 0022 2 1
be suitably reported | siiames '|
, REAL ESTATE 7 2714 F - =
OTHERS 25 HIR4RTE .
Total Baok Yalue RS ES0S
* As against the balances in the books of the Custodian
2. | Whether stop loss limits | No stop loss limit has been prescribed in respect of investment.
have been prescribed in
respect ol the
investments? If yes,
whether or not the limit
was adhered w,  If no, |
| details may be given. | i
3. | Whether Company has | As reported by the operating offices audited by the branch auditors, the

carried out reconciliation

| exercise [ inter-
COMmpany balances
reflected in their

financial statements with
other PSL insurers and

whether conlirmation has
been oblained from other
PsU INSUrers for

| balances due from them?”

Company has carried out periodical reconciliation for inter-company
balances with other PSUs insuters at the respective operating offices
and the year end confirmations fire received for balances due from |
them which are in the process of reconciliation.

i




Whether the method of
accountal of premium
and reported claims are

As reported , the Company has accounted the premium income and the
reported claims under the

and

as per conditions of | (1) Pradhan Mantri Fasal Bima Yojana
agreement [/  scheme | (ii) Rashinva Swasthva Bima Yojana
relating to {111} Prime Minister Jan Arogya Yojana.
i{i) Pradhan Mantri
Fasal Bima Yojana | in accordance with the Company’s Accounting policies and in
{ii) Rashtriya Swasthya | compliance with the Operational Guidelines of respective schemes.
Bima Yojana However, in few cases balance recoverable from the respective State
(iii) Prime Minister Jan  and Central Governments are subject to  reconciliation '
Arogya Yojana. confirmation.
Whether the Company | As informed to us. all the Government sponsored schemes are
has  complied  with | exempted from GST. Re-insurance of such Govermment sponsored

IRDAI CIRCULAR (No.
[RDAS F&A
ICIRMISC/O52/0372018
dated 27" March, 2018)
regarding exemption of
re-insurance schemes of

specified INSUrance
schemes such as Pradhan
Mantri FFasal Rima
Yojana, Pradhan

Suraksha Bima Yojana
ele. from the purview of
GST and passed on to the
insured/Government  the
benefit of reduction in
premium?

schemes are made with other insurers only in terms of various re-
insurance agreements with them. In view of exemption of GST on
premium under specilied schemes, no GST is charged to reinsurance
ceded fagcepted by the company in respect of the specified schemes
viz.

i} Pradhan Mantri Fasal Bima Yojana,
11) Pradhan Mantri Suraksha Bima Yojana etc.

Accordingly, benefits of exempted GST is deemed o be passed on to
the msured.

For Saha Ganguli & Associates

Chartered Accountants
FRN: 302191 E

For De & Bose
Chartered Accountants
FRN: 302175E

e

{E)Cﬁnmir. Kumar Saha) c (CA. Tarit Dasgupta)
Partner Partner
M. No - 051392 M. No - 053350

Place: Kolkata
Date: 29 July, 2019




FORM B-RA
NATIONAL INSLFRAMNCE COMPAEMNY LIMITED

IRDHA RBegistration Mo. 58 renewed on 28th lanuary, 2015

OO U0 B 1 S06G 0 T13

FIRE REVENUE ACCOUNT FOR THE YEAR ENDED 315T MARCH, 2019

HI18-1% 2017-18
Particulars Schedule Buidited Austined
{Rs. ‘DOD) {Rs. "D00)
1. Premiwms earnsd [Het) 1A 9,73.112 G¥ 48 BAT
{2 Profitfless oo ﬂﬂh& nplaon of Inwestments 13 66,617 15,08,335
3. Oubsers:
Exchange Gain - 157
4 interest, Dividend & Fent - Gross 1153 402 11,561,562
Tatal (A} 05.95,1%1 94,18 #91
L. Elaims Incurred (M A 33,908,635 £h,40 103
I Coemmiyson i, B97 353 011441
1 Oprating Bupenses related 1o Insurance Dusineis 4 15,94 487 17,51 659
4. Dihersi
Eschange loss 2 5
Provedsion fod diminution in (ke value of vestments,
arantisation of Premium om investients, and
43,103 18,150
Aot writien Gff in respal of gepradialed B,
Iwastments 4
Tatal (B] £21,33.54% 13,723,347
Operating Profit/-Loss from Fre Business
€= A -8) 33,559,582 19,024,455
igns:
Transfer o Sharehalders' Account 33,559,582 -19,04 456
Transfer bo Catasirophs Reserve - 7
Transder to Other Apssrees = .
Todal [T} 13 59,587 -19,04 456
Signaficant Arcounting Policies 16 = =
Males o Accounts 17
Thie schagdubes rederred 1o ahiowe Tarm an integral part of the Fnancal
|Statements
Thiis is the Fire insurance Revenue fccount for the year ended 3153
Manch, 2019 referred toin cur report of even date.
Fo and an Behail of the Board af Directars
--u--'r."t.l.i
Far Saha Gargull & Assodiates Far De B Bose P Tajinger Maikbsirjoe
Chartered Aconuntanis Charmesed Accouniants Ehalrmh m-Managing Direciar
_ FRN; 302]1%1E FRM: 30F175E DIN- OB2I 756
H M J}I -
{ “Samit Kumar Saha) {CA. Tarit bng'upl.u] /E(M
Partnsr Bariner Direstor Ireclar
'*q.- o - 051357 M. Mo - O53380 Dir: YEE1DAL
%0

g lop

iiet Finarial DMficer

Ring Madia

Company Secrelary




FORM B-R&

MATIOMAL ENSURANCE COMPANY LIBITED

IR Registration Mo, 58 renewed on ZBth lanuary, 2015
CIN- UL0R0AWEL B0EG0I0ETLE

MARINE REVENUE ACCOUNT FOR THE YEAR ENDED 315T MARCH, 2019

2018-19 2017-1%
Particulars Schedule ﬁ!llld &!_M
{Rs. "000) {Rs. ool
1 Premiums aaried [Neg) 8 1438 415 1593 537
. ProfitfEoss on salefredemption of livestments 1,900,281 106,577
3. Otheprs:
Eh:-r.h.lnEl: Gain = 57
4. Inperest, Dividend & fent - Gross 1,74.537 378,353
Tu}rl‘!‘l_!ﬂ 18,03, 737 21,18, 964
1 Claims inpurrod (Met| 2B 12,04, 226 7,71 346
3. Commissian 3B 1.5% 546 1,57 726
1. Opseratm EaEm I'ng[_Ed'ln Insurarde Butinesy q 256 480 2.10,3q0
4, Othess;
Eachange Loss = E
Prouision for dimirstion in the valoe of Irmsestments,
armcstisation of Premium an vestments, and
amouing writien aff in respect of depreciated Billoz 1569
inEstnenls
Total [B) 17,156,554 11,72, %81
Operating Profitf - Loss from Marine Business
£=(a-8) 87,183 945,983
Appropriations:
Transier to Sharchalders’ Account a7 183 245,933
Transfer to Catastrophe Reserse + =
Transfer L Oither Reserves . :
Todad {C] B7.183 9,45 983
E,Erkﬂnnl:.ﬂn:nurim; Podins 16
Mates ko Accaunts 17
Thet schiclules referred to above farm an integral part of the Finandial
Statements

Thés is the Marine Inserance Bevenue Account for the year ended 215t
March, 2019 referred to = owr report of even date.

For and on behalf of the Board of Directors

o u—Fl_'E.LT
For Saha Ganguli & Associates Far De & Bose Tagndler Mukherer
Chadtened Actountanis Chartered Acoountanis E;lain'nan Cidm-Managmg Krector
E!L{Dll!ll FRN- 30217SE DEN: DEZATSES Ty
S N
B 1
[Ch. Sarfiir Kuimar Sahal [CA. Tarit Dasguptal Jahin Pulinthanam (ﬁgal
Partner Partrer o Direcior —"" DRIeCio
ML Mg - 0515492 Bl N - 053380 DN DTRRTOH

Campany Secrelany

Date: 289th July, 2019 o 3
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FORM B-RA

KATIONAL INSURANCE COMBANY LIMITED

IRDA Registration Mo. S8 renewed on I8th lanuary, 2019
EIN: U20200WR1306G0I001713

MISCELLAMEOUS REVEMUE ACCOUNT FOR THE YEAR EMDED 315T MARCH, 2019

2018-19 2017-18
Particulars Schadule Aiailined Ausdited
[Rs. ‘0oa) (R, '000)
L Premiums earned [Het) 1C 05550227 10,43,22.774
4 ProditfLoss on salefredemption of Irvestments 1,34,35518 1,39.43,55%
3, Debears: =z
Exthinge Galn -
4, Inqesesst, Dlvidend B Rernl - Grods 1,134,068 (8 LO7.37.873
Tertal {A) 11,94,36.813 17,90,04,202
1. Clains Encurresd [Mit) 2c 10,91,47.388 11,32.95.319
2, Cammission ic 73,415,137 99,04, 454
3, Dperating Expenses related 1o Insurance Rusiness 4 2,41,38,090 1,63.95.013
4, Dthers:
Em-j'.ar.gs Lass 2,156,331 2,374
Pravision Far diminution in the value of Investments,
amoetisation of Premiem on insesiments, and 1.62.210 167,786
amount wrilten of in réspect of depreciated
invesstimsints
Total (8) 14,12,09,266 15,63,64,901
Dperating Frofitf - Logs fram Miscellanecus Business
C=[A-8) 3,47, 72,453 «2,73,60,789
Fiatboms:
Transter to Shareholders' Aocount -2.17.72,453 <1,73,60, 785
Trarsfer o Calastrogihe Resere : E
Tramsfer 1o Diher Reserves - z
Total {C] -2,17,72,453 =1,73,60,7HS
Signaficant Accounting Palickes 16
Mates 1o Accounts 17 -+
Thie st hedules relesred o alave form an integral pact of the Fimancial
Srabemenis

This is the Miscallaneous Insurance Revenuwe Account for the year
ended T1st March, 2009 referred to in our report of even date,

Far sl on behall of the Board of Dérectors

i L.—'—I'['L'
For Saha Gangull & Assotistes Faor e & Bose ingler BMukherjes
Chartered Accountants Chartered Accountants Chalrman-Jum-Managing Directod
FRH: 302191F FRM: 302175E Dlu:ﬂslljffi
T e JOET ALY
MA:;;HM {CA. Tasit Dasgupta) , i lehn Pulinthanam L | siama han
Partnes Diracton .-rf Directar
i Wi - 053380 b DTERLO40 CIN: OB195425

Date: 28th July, 2004

s r“["‘_'

Rina Madia
Lompary Secrefary
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