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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Directors’ Report

for the year ended 31st March, 2013

Dear Shareholders,

On behalf of your Board of Directors, | present the thirteenth Annual Report, together with the Audited Statement of Accounts, of Birla Sun Life
Insurance Company Limited (“the Company/BSLI”) for the year ended 31st March, 2013.

1. BUSINESS & FINANCIAL PERFORMANCE

We are pleased to share that the Company delivered a satisfactory performance given the uncertain environment the industry is
operating under.

Business Performance

Macro-economic uncertainty and changing regulatory environment especially on the product front continued to impact the life insurance
industry adversely leading to growth challenges. Keeping this context in view, the Company recorded new business premium of
< 1,837 crores in FY13 a decrease of 5% as against the Industry decline of 15%. In FY13, while Group business witnessed a growth of 17%
in new business premium, individual life business de-grew by -16%.

Our business performance has been affected, to some degree, by a number of external factors including regulatory uncertainty and general
market conditions (high-interest/high-inflation) which has also impacted customer sentiments. Over the last 3 years, including the year under
review, we have seen significant new regulations, which created challenges for us. FY13 again witnessed a slew of new regulations including
new product regulations for Traditional products and revised unit-linked product regulations. Our rank amongst the private players for the
period under review is 5th (Total Individual & Group) and we are positioned 6th in Individual Life. Most of the players ahead of us are bank
owned or have a significant bank tie-up.

Financial Performance
Table 1: Business & Financial Performance of our Company

( in Crores)

Particulars Current Year Previous Year Inc. (%)
FY 2012-13 FY 2011-12

Business Performance

New Business Premium 1,837 1,926 -5%

Renewal Premium 3,380 3,959 -15%

Total Premium 5,216 5,885 -11%

Financial Performance

Income

Gross premium income 5,216 5,885 -11%

Reinsurance (net) -165 -138 20%

Total premium income (net) 5,051 5,747 -12%

Income from investments

Policyholders 2,070 -163 -1368%

Shareholders 116 80 45%

Investment Income 2,186 -83 -2734%

Other Income 37 30 23%

Total Income 1,274 5,694 28%

Less:

Commission 300 325 -8%

Expenses (including depreciation) 1,161 1,217 -5%

Benefits paid (net) 3,659 2,705 35%

Provisions for actuarial liability (net) 1,612 987 63%

Provision for Taxation

Profit for the Current Year 542 461 18%

Share Capital 1,969 1,969

Reserve & Surplus 520 480

Net Worth 1,248 1,073

The Company recorded satisfactory performance in FY13 across a range of key financial parameters:

. We continued our journey of profitable growth for the third consecutive year. The Company registered Net Profit of ¥ 542 crores
for the year against ¥ 461 crores in the previous year. Net profit growth has improved through better management of inforce book,
optimisation of expenses and focusing on efficiencies in distribution.
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Directors’ Report

for the year ended 31st March, 201'3

. Renewal premium at ¥ 3,380 crores saw de-growth of 15% in line with our expectations. The impact on renewal premium growth is
primarily attributed to lower new business sales in the corresponding period last year. We believe that the impact on renewal premium
is a temporary phenomenon which will be arrested once the new business growth picks up. Managing our substantial back books and
focusing on improving persistency levels will increase the value from our existing customer base.

. The Company focused on increasing its Non-Linked portfolio with a view to broad-base its customer mix and to penetrate semi-urban
and rural areas. The proportion of Non-Linked portfolio increased from 46% in FY12 to 55% in FY13.

e Qverall Commission ratio saw an increase to 5.8% as against 5.5% due to change in product mix towards traditional products which
have higher commission payouts.

e (Opex to total premium ratio increased marginally in FY13 to 22.2% against 20.6% for FY12 primarily given the lower premium revenues.

e Strong solvency margin at 2.95 for the year ended March’13 against the regulatory requirement of 1.5 indicates the Company’s stable
financial position.

e Given the robust financial performance, there has been no capital infusion for the past 3 years.

. During the year, the Company declared an interim dividend of 10% amounting to ¥ 197 crores and further announced a final dividend
of 6% of share capital amounting to ¥ 118 crores.

The Company is well positioned to meet the challenges and also tap into the opportunities of the life insurance industry. We believe that we

have a robust operating platform, strong trusted brand, long-term commitment towards insurance business and management team focused

on long-term objectives. All these factors provide the Company with the platform to continue to build a value creating enterprise for all

stakeholders.

2. BUSINESS REVIEW

Industry Scenario

The external market environment has been difficult in the year under review especially for the private players. The Regulations introduced in
FY11 has altered the competitive landscape of the Indian life insurance industry and seen an increased concentration across Top players. The
share of LIC has increased from 54% in FY11 to 62% in FY’13 for Individual life business. Top 7 companies (excluding LIC) have witnessed
a decline in their market share over the years and in FY13 contributed to 30% of the Industry weighted new business for individual life as
against 34% in FY11. Remaining 16 private players have been further marginalised and with contribution at around 9% of industry new
business premium.

FY13 saw a renewed focus of insurers towards improvement of key operating metrics which includes operating expenses, quality of
business, productivity and focus on improving overall distribution efficiencies.

The new business premium figures are summarised below for FY13, segregated into 9M and last quarter of the year. Private players saw
some traction in the last quarter in Individual life business:

Table 1: New Business (@10% SP) Premium for Private Players FY13 — 9M & Q4
Weighted New Business @10%

. Single premium (INR Crores) SRS (0
Particulars
IMFY13 Q4FY13 9MFY13 Q4FY13
(Apr-Dec’12)  (Jan’13-Mar’13) (Apr-Dec’12)  (Jan’13-Mar’13)
Total Pvt. Players 14,111 8,642 -2% -T%
ota
Total 37,598 19,841 -11% -23%
- Pvt. Players 11,209 6,621 1% 3%
Individual
Total 31,221 15,780 8% -17%

Trends for the Life Insurance Industry

. FY13 saw Insurers proactively transitioning to a more balanced product mix & reviewing their distribution strategies. The mix at the
industry level is currently skewed towards traditional products.

e Most private life insurers have taken steps to balance their channel mix by focusing on improving efficiencies in the agency channel
in its current form. The industry saw a decline in its distribution capacities with the total number of agents declining from 3 Mn as on
Mar’10 to 2.2 Mn in Dec’12.

e The bancassurance channel has been able to adapt better to the new regulations regime. Their contribution to new business has
increased from 21% in FY10 to 34% in FY12.

e Focus on persistency and operating efficiency continues to be one of the highest priorities for the industry players.

Summary of Operations and Business

. The Company achieved total gross premium amounting to ¥ 5,216 crores. It includes New Business Premium of ¥ 1,836 and
Renewal premium at X 3,380 crores. The Company garnered a growth of (5%) against the industry growth of (15%) for the period
ended 2012-13. We maintained our rank at no. 5 for total business. Post the regulatory changes in Sep’10, we have changed our
focus from selling largely unit-linked products to a balanced mix of unit-linked and traditional products with higher focus on higher
sum assured, long-term tenure and offering value-added features.

(2)



BIRLA SUN LIFE INSURANCE COMPANY LIMITED
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. BSLI continues to follow a successful multi-channel distribution strategy with over 600 branches, 4 key bank partners and over
150 third-party distributors.

e Agency channel continues to be the Company’s largest distribution channel contributing to over two third of our individual business
Going forward, the Agency channel’s prime focus will be ensuring optimal geographical coverage in terms of breadth and depth and
using customer & distributor segmentation to drive higher efficiencies.

. The year under review saw our Bancassurance channel deliver annualised premium equivalent to about one sixth of individual sales.
With a strong existing bancassurance model to leverage, we are confident that we will be making further in-roads in this channel in
the years to come. Further, the recent regulatory guidelines on bancassurance are further expected to provide opportunities to the
Company for additional tie-ups. Our priorities for the channel moving forward will be to harvest existing partners growing customer
base while focusing on long-term business and sales practices.

o Over the past few years, a strong franchise network has been created in the Corporate Agent and Broker (CAB) segment. This
business, currently contributes a sixth of new business sales. Our new CAB partners have contributed significantly to new business
in FY13 due to addition of new capacities. The endeavour going forward will be to add new capacities while further improving quality
of business.

o The year also saw Group Business increase its share in new business premium. Our performance was driven by improvement in
product lines and focus on increasing our penetration. This helped us achieve 3rd rank amongst private insurers as on FY13. Group
Business received the first ever ‘Special Recognition for Outstanding Contribution to the Indian Pension Fund Industry’ at the Indian
Pension Fund Awards 2012.

. During the year under review, the Company filed several new products with the Regulator to focus on under-penetrated segments and
to broad-base its product mix.

<~ We have launched Aspire Life and Wealth Assure, both of which will further complement the ULIP range.

<~ BSLI launched 3 Traditional (Vision Plans) in the month of January on Participating platform i.e., ‘BSLI Vision Income Plan’, ‘BSLI
Vision Endowment Plan’ and ‘BSLI Vision Regular Returns Plan’.

<~ Following regulatory changes in Pension, BSLI launched the ‘BSLI Empower Pension Plan’ in Jan’13.
<~ Our plan includes:

e The Company’s first priority will be to build a full suite of traditional products by launching straight forward, need-based
products aimed at providing consumers simple solutions.

e launching variants of our existing products on traditional platform to tap new customer segments.
e New products with innovative funds.

e Assets under Management (AUM) grew from ¥ 21,100 crores in FY12 to X 22,929 crores for the year ended 31st March, 2013. For all
its unit-linked funds, the Company delivered superior fund performance across the board, consistently beating its benchmark targets.
95% of the funds outperformed their respective benchmark over long-term (across 3-5 yrs.).

o The Company has been meeting its target for rural and social sectors since inception. As in the previous years, the Company complied
with both rural and social obligations as mandated by the IRDA and wrote 123,147 policies in FY13. In addition to this, the group
insurance cover under social obligations was written for 41,899 lives.

e The Company undertook several measures to further improve the health metrics for the business. Maintaining a high level of persistency
is important to our financial results, as a large block of in-force policies provides us with regular revenues in the form of renewal
premiums. In addition, our ability to convert first year premiums into renewal premiums—thereby increasing the number of in-force
policies. As per IRDA disclosures, the Company is among the top 3 companies (across top 7 players) in terms of 13 month persistency.
For improving our persistency, we have undertaken various initiatives including pre-issuance verification calls, regular revival and
renewal campaigns, improving customer engagement and restricting premium size to drive the right sales behaviour and reduce first
premium lapse.

e The Company continues to leverage technology and improve customer centricity for achieving its business goals and creating a robust
customer service platform to differentiate on customer service. The Company has laid the foundation for creating digital footprint
by improving customer self-service and creating enablers for our distributors. The focus of the Company is to move Information
technology towards customer-facing processes including customer service and distribution support. The Company developed an
online customer enrollment application and enabled more self-servicing options. To improve distributors’ performance, the Company
leveraged technology to provide on-demand tracking of information related to sales activity and performance.

o Proactive measures have been undertaken to strengthen compliance and risk management function given the Company’s focus to
maintain robust internal controls, mitigate risks and improve sales and in spirit and thereby maintain the reputation of being one of
most compliant insurance company in an environment of increasing regulatory oversight.

o Our investment in branding yielded good results with both Branch as well as consideration scores (i.e., likelihood of prospective
customers to purchase a policy) showing improvements. In FY 2012-13, the Company has been focusing on Wealth with protection
campaigns throughout the year and also focused on retirement solutions in Q4 to aid new product launch. Going forward strength of
BSLI brand is expected to become more important and we continue to strengthen our brand performance through an optimal mix of
above-the-line and below-the-line activities.
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10.

Outlook for the Industry and Gompany

Since the introduction of significant regulatory changes, there has been a perceptible slowdown in the industry. However, this has given
an opportunity to the existing insurance players to review their operating models to drive higher efficiencies and focus on more balanced
growth objectives.

The Company continues to be optimistic on the future potential of the life insurance sector over the medium to long-term. India has several
structural advantages in terms of favourable demographics and high rate of financial savings. Greater certainty of regulation, improving macro-
economic environment, increasing product offerings and evolving distribution channels would further enhance growth and profitability.

The Company has identified the following key areas to strengthen its competitive and financial position in the coming years:
e  Sales Growth though a balanced channel mix, optimal capacities & better distribution management

o Optimal product mix and diversified product portfolio

o Creating a differentiation in customer service and brand

. Focus on customer retention and improving quality of business

RESERVES

During the year, the Company has generated a profit after tax of ¥ 542 crores, which has resulted in accumulated losses reducing by the
same amount.

DIVIDEND

During the year under review your Board of Directors declared an interim dividend @ 10% (X 1 per equity share of X 10 each) of the paid-up
share capital of the Company of ¥ 196.95 crores and recommended a final dividend @ 6% (0.6 per equity share of X 10 each) of the paid-up
capital of the Company of ¥ 118.17 crores.

BSLI CLAIMS MISSION FOR ITS POLICYHOLDERS:

To provide hassle-free, seamless and speedy claim settlement services to our Customers and ensure prompt payment of
valid claims.

In the recently published IRDA Annual Report for 2011-12, BSLI has once again emerged as one of the best insurance companies in claim
processing as can be noted from below.

Key Claims Parameters — Individual Life BSLI’s Performance Avg. Private Industry-

Performance
Death Claims decided 99.72% 97.15%
*Qutstanding Claims 0.28% 2.82%
Claims Payment ratio 90.94% 89.34%
Overall Claims Repudiation Ratio 8.78% 7.82%
% of Claims settled within 30 days of Claim Intimation 91.68% 74.66%

Customer focus, as exemplified by this claims performance, reinforces the faith reposed by our Customers and partners in us. When it comes
to moments of truth like Claims, BSLI continues to live up to its promise of being the preferred life insurer.

SHARE CAPITAL

The Authorised Share Capital of the Company is X 3,750 crores. The Issued, Subscribed and Paid-up Capital of the Company was ¥ 1,970
crores as on March 31, 2013. There was no requirement of fresh capital infusion during the year under review.

CORPORATE GOVERNANCE

Your Directors reaffirm their commitment to the corporate governance standards to the extend they are applicable to the Company.
A detailed Corporate Governance Report is annexed to and forms an integral part of this Annual Report.

SUBSIDIARIES
Your Company does not have any subsidiary.

PUBLIC DEPOSITS

During FY 2012-13 the Company has not accepted or renewed any deposit as covered under Section 58A of the Act read with the Companies
(Acceptance of Deposit) Rules, 1975, as amended, from the public during the year under review.

PARTICULARS AS PER SECTION 217 OF THE COMPANIES ACT, 1956

Energy, Technology Absorption and Foreign Exchange Earnings and Outgo

The information relating to the conservation of Energy, Technology Absorption and Foreign Exchange Earnings and Outgo required under
Section 217(1)(e) of the Companies Act, 1956 (“the Act”), is set out in a separate statement attached to this report as Annexure to
this Report.

(4)
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11.

12.

13.

Details of Employees

In pursuance of the Company’s aspirations to maintain its position as the most preferred employer in the insurance industry, the Company
continued to invest in creating a pool of talent for the growing business needs. The Company’s total work-force stood at 11604 as at
March 31, 2013 against 12867 in the previous year. Structured initiatives around talent management, learning & development and long-term
retention plan for talent pool across levels were implemented for skill development to enhance productivity & performance of workforce.

In accordance with the provisions of Section 217(2A) read with Companies (Particulars of Employees) Rules, 1975, as amended, the names
and relevant particulars of employees are set out as an Annexure to the Directors’ Report.

DIRECTORS
As on March 31, 2013, your Board of Directors comprises of eleven Directors including three Independent Directors.
In accordance with the provisions of Section 255 and 256 of the Companies Act, 1956, Mr. B. N. Puranmalka, Ms. Tarjani Vakil and Mr. Suresh

Talwar, Directors, retire by rotation at the ensuing Annual General Meeting (AGM) of the Company, and being eligible, offer themselves for
re-appointment except Mr. Suresh Talwar.

Besides the above, there is no change in the directorship of the Company during the FY 2012-13.

The Company has received requisite disclosures and undertakings from all the Directors in compliance with the provisions of the Companies
Act, 1956 and the Insurance Act, 1938.

A detailed profile of the directors seeking re-appointment/co-option at the ensuing Annual General Meeting of the Company is given in the
Corporate Governance Report, forming a part of this Annual Report.

DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors would like to assure the members that the Financial Statements, for the year under review, conform in their entirety to the
requirements of the Companies Act, 1956 and the regulations of IRDA.

The Directors further confirm that, to the best of their knowledge and belief:

e the annual accounts have been prepared in accordance with applicable accounting standards, and there have been no material
departures from the same;

o they have selected 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, as at the end of the financial year March 31, 2013 and
of the profit of the Company for the said period ending March 31, 2013;

e they have taken proper and sufficient care for the maintenance of adequate accounting records in accordance with the provisions
of the Companies Act, 1956 for safeguarding the assets of the Company and for preventing and detecting fraud and other
irregularities; and

e they have prepared the accounts of the Company on a going concern basis, and other accounting policies are stated in the notes to
the Accounts, which form an integral part of the annual accounts;

° proper systems are in place to ensure compliance of all laws applicable to the Company;
. all related party transactions are disclosed in Annexure 2 to Schedule 16 in terms of Accounting Standard 18.

AUDITORS AND AUDITORS’ REPORT
Statutory Auditors

As per the Circular no. 36/7/F&A/EMPL/74/July/05 dated 25th July, 2005 of the Insurance Regulatory Development Authority, every insurance
company is required to have two statutory auditors for a joint audit.

The Joint Statutory Auditors M/s. Fraser & Ross (Registration No. 000829S) and M/s. S. R. Batliboi & Associates (Registration No. 101049W),
appointed at 12th AGM, hold office upto the ensuing 13th AGM of the Company. The Board proposes to appoint M/s. Khimji Kunverji & Co. in
place M/s. Fraser & Ross, retiring Auditor and re-appoint M/s. S. R. Batliboi & Associates LLP as the Joint Statutory Auditor (being eligible for
appointment and re-appointment) on recommendation of the Audit Committee of the Company.

The Company has received certificates from the proposed auditors confirming their eligibility and willingness for their appointment/re-
appointment pursuant to Section 224(1B) of the Companies Act, 1956 and as per the requirement stipulated by IRDA. The auditors have
further certified that they have subjected themselves for the peer review process of the Institute of Chartered Accountants of India (ICAl) and
they hold a valid certificate issued by the “Peer Review Board” of ICAI.

The observations, if any, made by the Statutory Auditors of the Company in their report read with relevant notes to the Accounts are
self-explanatory and, therefore do not call for any further comments.
Internal Audit Framework

The Company has in place a robust internal audit framework developed with a risk based audit approach that is commensurate with the
nature of the business and the size of its operations. The internal audit plan covers process audits at head office and across various branches
of the Company. The audits are carried out by independent firms of Chartered Accountants, in-house internal audit team and by audit team
of the two promoters.

(5)
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14.

15.

16.

Internal auditing, at BSLI, involves the utilisation of a systematic methodology for analysing business processes or organisational problems
and recommending solutions to add value and improve the organisation’s operations. The audit approach verifies compliance with the
regulatory, operational and system related procedures and controls. Key audit observations and recommendations made by the Auditors are
reported to the Audit Committee of the Company and the implementation of these recommendations are actively monitored by the internal
audit team and periodically reported to the Audit Committee. The audit observations are used as a key input in the risk management process
and all the key risks of the Company are mapped to the audit processes to ensure risk-based audit approach.

Internal Audit Process followed by the Company is as follows:

o Establish and communicate the scope and objectives for the audit to appropriate management

o Develop an understanding of the business area under review. This involves review of documents and interviews

o Identify control procedures used to ensure each key transaction type is properly controlled and monitored

° Develop and execute a risk-based sampling and testing approach to determine whether the key controls are operating as intended
o Report problems identified and negotiate action plans with management to address the problems

. Follow-up on reported findings at appropriate intervals. Internal audit departments maintain a follow-up database for this purpose
Ongoing monitoring is performed as an integral part of the day to day supervision, review and measurement of internal audit activity.

RISK MANAGEMENT FRAMEWORK

The Company has an Enterprise Risk Management (ERM) framework covering procedures to identify, assess and mitigate the key business
risks. A detailed ERM report is annexed to and forms an integral part of this Annual Report.

CUSTOMER GRIEVANCE REDRESSAL

The Grievance Redressal Guidelines issued by IRDA has established uniformity in the insurance industry in terms of definitions, timeframes
for complaint resolution and classifications of complaints. In accordance with the Grievance Redressal Guidelines, BSLI’s Grievance Redressal
Policy has been approved by the Board and filed with the IRDA. Grievance Officers have been appointed at each branch and at HO of
the Company.

We have in place a Policyholders’ Grievances Redressal Committee (PGRC) which is chaired by an independent Chairman Mr. N. N. Jambusaria
(ex Chairman, LIC). PGRC meets at least once a month and decides on various requests/complaints from policyholders’ which need to be
treated with exceptions. Representatives of the concerned sales channels along with customer services team are invited to the meetings.
The decisions of PGRC are implemented before its subsequent meeting.

In accordance with IRDA’s Corporate Governance Guidelines, BSLI has formed a committee called the Policyholders’ Protection Committee which
is again chaired by Mr. Jambusaria. This Committee looks into the broad aspects of protection of policyholders’ interests, ensuring adequacy of
and adherence to the Company’s Grievance Redressal framework as well as ensuring adequate and correct disclosures to customers.

Additionally, initiatives to spread awareness among employees/sales force as well as customers have been undertaken through e-modules/
functional trainings and through the BSLI website respectively.

BSLI has implemented the ‘Integrated Grievance Redressal Management System’ (IGMS) in accordance and furtherance to the Grievance
Redressal Guidelines which came into effect in FY12 by the IRDA.

IGMS is a portal launched by IRDA which primarily plays a role of seamless exchange of Grievances received by BSLI into IGMS and
vice versa. IGMS was implemented in two phases. Phase | being exchange of data via a ‘Batch upload’. BSLI launched its 1st Phase in
June’11.

BSLI has launched its Phase Il i.e., ‘Real Time upload’ in Nov'11. Grievances received by BSLI are now exchanged with IGMS online and a
reverse feed also gets downloaded for complaints registered by customers on IGMS for BSLI.

To create customer awareness on the Grievance Redressal Mechanism; we have placed pamphlets at every front-office/customer walk-in
area with all our BSLI branches; indicating the Guideline and the Escalation Matrix which the customer can adopt incase if he/she is not
satisfied with the resolution provided.

AWARDS/RECOGNITIONS

In addition to recognitions that Company’s claims department has received, BSLI has also won the following awards during FY13:

. Birla Sun Life Insurance bagged the ‘Golden Peacock Award’ for HR Excellence in the year 2011-12.

e BSLIhas won a Gold Shield under the ‘ICAl Awards for Excellence in Financial Reporting’ for their Annual Report for the year 2011-12.

. Birla Sun Life Group Life & Pensions is the first life insurance company to receive the ‘Special Recognition for Outstanding Contribution
to the Indian Pension Fund Industry’ at the Indian Pension Fund Awards 2012.

. BSLI's Annual Report was adjudged as the recipient of ‘Certificate of Merit’ in the category ‘Insurance Sector’ by SAFA for Best
Presented Annual Report Awards 2011-12.

U BSLI bagged a GOLD in the BEST USE OF MEDIUM in Direct Marketing category for Birla Sun Life Insurance — Saptapadi.
U BSLI won a Bronze in ‘Best Use of Ambient Media’ category for Birla Sun Life Insurance — Drill Of Unforeseen in 2012.
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18.

e (Goafest Creative & Media Abby Awards 2012 recognised BSLI with a GOLD in the ‘Integrated Campaign — Financial Services’ category
for Birla Sun Life Insurance — Wealth with Protection campaign.

o Goafest Creative & Media Abby Awards 2012 recognised BSLI with a GOLD in the ‘Non Fiction Branded Content’ category for Birla Sun
Life Insurance — Zindagi Abhi Baki Hai series tie-up with GEC channel Colours.

OTHER STATUTORY INFORMATION

IRDA License

The Insurance Regulatory and Development Authority has renewed the Certificate of Registration of the Company to sell life insurance
products in India for the Financial Year 2013-14 vide its Certificate of Renewal of Registration dated February 15, 2013. The renewed
registration is with effect from April 01, 2013 and is valid upto March 31, 2014.

Statutory Disclosure of Particulars

Particulars in the Companies (Disclosure of Particulars in the Report of the Board of Directors) Rules, 1988, as applicable, are given in the
Annexure forming part of this Report.

Management Report

Pursuant to the provisions of Regulation 3 of the Insurance Regulatory and Development Authority (Preparation of Financial Statements and
Auditors’ Report of Insurance Companies) Regulations, 2000, the Management Report forms a part of this Annual Report.

Appointed Actuary’s Certificate

The certificate of the Appointed Actuary is attached to the Financial Statements.

Certificate from Compliance Officer (under the IRDA Corporate Governance Guidelines)

In compliance with “Guidelines on Corporate Governance for the Insurance Sector” (CG Guidelines) issued by IRDA, a Compliance Certificate
issued by the Company Secretary, designated as the Compliance Officer under CG Guidelines, is attached to and forms part of the Corporate
Governance Report.

Solvency Margin

The Directors are pleased to report that the assets of the Company are higher than the liabilities of the Company and the assets are more
than sufficient to meet the minimum solvency margin level of 1.50 times, as specified in Section 64VA of the Insurance Act, 1938 read with
the IRDA (Assets, Liabilities and Solvency Margin of Insurers) Regulations, 2000.
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For Birla Sun Life Insurance Company Limited

Sd/-
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ANNEXURE TO THE DIRECTORS’ REPORT

Particulars pursuant to the Companies (Disclosure of Particulars in the Report of Board of Directors) Rules, 1988, are furnished hereunder:

A. CONSERVATION OF ENERGY

Not Applicable

B. TECHNOLOGY ABSORPTION, RESEARCH & DEVELOPMENT
(R&D)

1. Specific areas in which R&D is carried out by the Company

E-App — Tablet based application for real-time, end-to-end
processing of applications, right from acquisition to fulfillment
Channel Partner Integration — Integration of BSLI systems with
that of our channel partners

Lead Management System — Enabling capture, allocation,
follow-up and status updates of Leads

2. Benefits derived as a result of the above R&D

E-App

¢ End-to-end processing of applications from Financial needs
analysis to lllustration generation to application Data capture
to Underwriting Decisioning, including online payment

e Faster TAT of policy issuance

e Recommendation of Life Insurance product/s based on
customer’s risk profiling

Channel Partner Integration

e Secured integration of BSLI systems with that of our
channel partners

e Customer service by channel partners through their own
systems integrated with BSLI systems

¢ Improves stickiness with channel partners
Lead Management System

¢ Single Repository of all leads generated through various
channels

e Ability to track leads at various stages
e Ability to check effectiveness of Marketing Campaigns
e Analytics possible on conversions

3. Future Plan of action

E-App project to be developed on multiple technology platforms
including i0S and Windows

Channel Partner Integration: Identify additional areas of
integration such as extending the BSLI Customer Service CRM
tool to our channel partners

Lead Management: Integration of lead management system
with reporting tool and performing analytics

4. Expenditure on R&D

a) Capital

Approximately ¥ 25 Mn

b) Recurring

Approximately ¥ 1 Mn

c) Total

Approximately X 26 Mn

)
d) Total R & D expenditure as a percentage of total turnover

0.05%
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Technology absorption, adaption and innovation

innovation

1. Efforts, in brief, towards technology absorption, adaption and

© N Ok~

9.

10.

Knowledge Management Portal
Mobile-based Activity Tracker

IVR Services

Self-Service Options Through Website
E-Learning

Group Sales Management

Voluntary Enrolment

Disaster Recovery

Test Automation

Server Virtualisation

substitution, etc.)

2. Benefits derived as a result of the above efforts (e.g., Product
improvement, cost reduction, product development, import

Benefits derived from major initiatives:

. Single repository of all customer service related processes
and manuals, leading to improved customer satisfaction
and enhanced productivity

. Input-based tracking & monitoring of activities performed
by sales staff, including sales, training, relationships and
service

o Simpler, faster, and convenient access of policy details
to customers and cost saving for the Company due to
reduction in call volume and number of FTE’s

e  Automated processing of policy servicing requests by
customers

o Create greater efficiency through IT enabled learning

. Single repository of all leads in pipeline for Group business
leading to efficient tracking and closures

. Extending enhanced life insurance coverage to members
of Group policy through online enrolment

o Extension of disaster recovery systems for critical systems
such as Oracle Financials, Talisma and APM

e Reduction in production issues on core insurance system,
improved quality of delivery, and minimising operational
losses

e Scalability, performance improvement, and cost save
through virtualising servers

3. Particulars of imported technology in the last five years
(reckoned from beginning of the financial year)

place, reasons, therefor and future plans of action

a) Technology imported NA
b) Year of import NA
¢) Has technology been fully absorbed NA
d) If not fully absorbed, areas where this has not taken NA

C. FOREIGN EXCHANGE EARNINGS AND OUTGO

1. Earnings As per the prevailing regulations, the Company is not permitted to do
any business outside India and hence there is no foreign exchange
inflow during the year

2. Outgo The Foreign exchange outgo, during the year, has been ¥ 22.99 Mn

(previous year X 7.41 Mn)
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ECONOMIC ENVIRONMENT & OUTLOOK FOR THE LIFE INSURANCE INDUSTRY

The 2013 economic environment was characterised by persistent high interest rates in the country while GDP growth rate has been declining. The
high-interest & high-inflation environment adversely impacted the landscape of the country’s life insurance industry. The high interest rates have
resulted in the overall reduction in financial savings pie and higher inclination towards term deposits. Further, low consumer confidence along with
weak financial markets impacted unit-linked business and the customer’s ability to commit for the long-term. The current volatile macro-economic
and regulatory environment could continue for some time which will create challenges for us.

Figure 1: Macro-economic Environment impacting Industry Growth

...with weak financial markets ...and high interest rate impacting
Moderate GDP & lower savings Pie impacting unit-linked products... traditional products
Net Financial Savings % of GDP % of HH financial savings
T uu -
| | W\
| i W
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and
currency
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Financial Savings growth Indials Equity and Unit-linked story Flow of Movement from
primarily impacted by inflation has been impacted Life Insurance to Fixed
and lower GDP pie Deposits
Source: RBI Annual Report - Source: RBI Data

Preliminary Estimates
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Figure 2: Industry specific factors impacting Growth

Regulatory Changes primarily
impacting Product Distribution reach impacted Change in Product mix

Continued Regulatory Action No. of Branches - Total | “‘ ULIP Traditional

Significant changes in unit-linked
products since Sep'10 impacted
several business areas & Absence
of pension segment
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*  No. of Corporate Agents have Increasing Traditional mix has
reduced from 1870 in FY11 to impacted sales
642in FY12

The regulatory environment continued to be volatile impacting sales in past 2 years

Despite the economic uncertainty, the long-term prospects of the industry remain strong and the industry is expected to recover over the long-term.
This growth will be driven by a) robust double digit nominal GDP growth, b) favourable demographic profile, ¢) high household savings, d) rising
income levels and e) increasing urbanisation. The industry should grow at 1x nominal GDP growth over the medium term.

LIFE INSURANCE INDUSTRY STRUCTURE, PERFORMANCE & TREND

Industry Structure and Competitive Position Overview

After 13 years of deregulation, the year 2012-13 saw consolidation of market share of Top 7 Private Players. Competitive landscape has changed
significantly as growing market-share of private players has reversed in the past 3 years while market share of the bank-backed players has
increased marginally. On the product front, traditional mix increased from 31% in FY11 to 59% in FY12 for the private players. Total branches
have reduced from 8,175 in FY11 to 7,712 in FY12. Branch reduction has primarily happened in rural areas which saw a reduction in branches
by 22%.

Despite the growth for the industry being muted since the new regulations, LIC has emerged stronger in the last two years on the back of its robust
traditional portfolio. The top 7 players’ concentration of the total market share increased marginally from 25% to 30% on the basis of total weighted
new business premium in FY 2012-13. This clearly indicates that private players, particularly the 7 players, will continue to grow on the back of a
wide distribution network and a strong brand, especially the bank-led insurers.

(11)
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Figure 3: Industry New Business Premium - Individual Life (INR Bn)
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Figure 4: Concentration of LIC, Top 7 Private Players and
Others in terms of Percentage of Total Weighted NBP
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*Top 7 Private Players including Birla Sun Life, ICICI Prudential Life, HDFC Life, SBI Life, Max New York Life, Bajaj Allianz and Reliance Life basis
weighted new business premium at 10% single premium

At the end of the year under review 31st March, 2013, BSLI's market share stood at 3.2% (8.0% among private players, last year: 7.8%). We
have strengthened our position as a top rung player in the private sector and maintained our rank both in Individual Business (no. 6) and total new
business (no. 5). BSLI has adopted the strategy of balanced growth for the past two years and has undertaken various initiatives around creating a
multi-distribution platform, moving to a balanced product mix and improving efficiencies of existing channels. These initiatives will go a long way
in increasing its market competitiveness.

Industry Performance for FY13

Following the various regulatory developments, the life insurance premium continued to experience a fall in new business premium during FY13.
Life insurance industry recorded a decline of approximately 2% on a weighted new business premium collection for individual business recorded
for the year ended 31st March, 2013.

(12)
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The new business premium figures are summarised below for FY13, segregated into 9M and remaining months of the year. Private players saw
some traction in the last quarter in Individual life business while total business witnessed a declined.

Table 1: New Business (@10% SP) Premium for Private Players FY 2013 — 9M & Q4

Weighted New Business @10%

Single premium (INR Crores) BB GRS )
Particulars
9MFY13 9MFY13 Q4FY13
(Apr-Dec’12) (Jan’13-Mar’13) (Apr-Dec’12) (Jan-Mar’13)
Pvt. Players 14,111 8,642 -2% -7%
Total
Total 37,598 19,841 -11% -23%
Pvt. Players 11,209 6,621 1% 3%
Individual
Total 31,221 15,780 8% -17%
Industry Trend

There have been several trends that are discernible over the last 12 months. This included the product mix, changing channel dynamics, and
increasing focus on efficiencies in distribution as well as back office operations.

Movement to a balanced product mix across the industry

Up till FY10, ULIPs constituted more than 85% of new business for private players. However post regulatory changes, the product mix underwent
a significant shift as private players focused on traditional products. The industry may continue to focus on Non-Linked (Traditional) products
given their higher compensation and focus on guarantees. However, the product mix may shifted marginally towards linked products with the
introduction of unit-linked pension products.

Figure 5: Increasing Share of Non-Linked Business

FY13 FY12
Linked Pension  Others Linked Pension Others
1% 1% 0% /1%

Linked o
nke ) Linked

Non-PAR
Non-PAR

Source: IRDA Journal

Review of Distribution mix across Private Players

The industry today saw a decline in its distribution capacities with the total number of agents declining from 3.0 Mn as on Mar’10 Mn to 2.2 Mn as
on YTD December’12. The total number of branches declined from 12,018 in Mar’10 to 10,322 as on YTD December’12. There was a visible shift
in distribution mix for the private players with higher contribution from Bancassurance channel to new business sales.
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Source: IRDA Annual Report 2010-11/2011-12

Figure 6: Channel Mix for the Industry
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Increasing focus on customer

The insurers are looking at further strengthening their selling practices and have taken several initiatives around increasing customer
engagement, creation of a multi-channel customer reach and implementation of initiatives to improve the customer experience.

Focus on creating operational efficiencies and renewal premium collection

Operating metrics for the top private life insurers have improved significantly with

e (Cost ratios down from around 18% in FY10 to 15% in FY12 driven by increased focus on productivity and cost management

e The focus on technology development is evolving rapidly, creating several opportunities for insurers to create efficiencies in their businesses.
Several life insurance players have started focusing on improving business processes, empowering the distributors, improving customer
service experience by leveraging technology

o The focus on customer retention continues to occupy a large mind-share for the industry players. Renewal premium contribution increased

for the industry to 72% in 9M FY13. Industry has clearly increased its focus on improving various initiatives around customer retention such
as creating customer awareness, increased focus on premium collection as well as cross-selling initiatives to improve customer retention.

REGULATORY & STATUTORY CHANGES IMPACTING INDUSTRY

e Guidelines On Servicing of Orphan Policies (June 2012): Provides for the procedure and manner of allotment of orphan & lapsed policies
(i.e., lapsed policies sourced by agents who are terminated) to other active insurance agents.

e [Investment Regulations, 2013 (Feb. 2013):

%
%
<%

s

Exposure & prudential norms revised for Life & pension but made restrictive for ULIP.
Investment in promoter group companies reduced from 12.5% to 5% for ULIPs.

No approved investment shall be made in instruments which are capable of being rated, but are not rated. If invested, it will be
classified as other investments (unapproved).

The exposure to single investee Infrastructure Company shall stand at 20%.

U Investment Regulation, 2013 (March 2013): New Investment Regulations effective 1st April, 2013, except for the following:

&
&

Applicability of NAV for applications received on 31st March, 2013
Filing of Internal/Concurrent Auditors’ certificate

. IRDA (Non-Linked Insurance Products) Regulations, 2013 and IRDA (Linked Insurance Products) Regulations, 2013

<>
s

Revised Commission capping for Linked and non-linked business linked to premium payment term
Minimum death benefit requirements for single and regular premium products depending on the age of the customer

(14)
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Minimum policy term and premium term of five years for individual products

Enhanced minimum guaranteed surrender value varying by policy duration

Separate category of variable insurance products and governing provisions (for both linked and non-linked products)
< Provisions for pension and group products (for both linked and non-linked products)

o IRDA Places of Business Regulations, 2013 (Feb. 2013):
<~ Filing of the Board Approved Annual Business Plan including the details of proposed offices to be opened

<~ NoIRDA approval required for opening of places of business in Tier 2 and below centres subject to compliance with minimum solvency
ratio and Expenses management of the Insurer

e  Standard Proposal Form for Life Insurance Regulations, 2013 (Feb. 2013): Standard Proposal Form for all individual policies. Intermediaries
required to obtain consumer’s suitability information prior to making recommendation of the product Effective 18th August, 2013.

e  Scheme of Amalgamation and Transfer of Life Insurance Business Regulations, 2013 (Feb. 2013): Scheme of Amalgamation or Transfer
shall not be implemented without final IRDA approval. IRDA Approval Process defined in these regulations.

. Life Insurance — Reinsurance Regulations, 2013 (Mar. 2013):
<~ Objectives in making the Reinsurance arrangements Formulation of a Retention policy for each type of product/risk on on-going basis.
<> Benchmark Retention limits set in the Regulation.

<~  IRDA approval required if retention level as per the Retention Policy of the Insurer is lower than the Benchmark as mentioned in the
regulations.

AR

OPPORTUNITIES AND CHALLENGES

The last two years have been challenging for the life insurance industry in terms of new business growth. The Company believes that life insurance
will continue to command a large share from retail investors and dominate long-tenure investments. This belief can be substantiated by analysing
the challenges and opportunities in the industry.

Challenges

e Regulatory Challenges — The regulatory environment continues to remain uncertain-Transition to new traditional product norms could be a
cause of concern for the industry

< Impact on index linked non-participating products and ‘highest NAV guarantee’ products due to transition at field-level for distributors
incl. training required for new products

U Driving efficiencies from existing capacities especially DSF channel, which has a high fixed cost to variable cost ratio

e Acquiring new distribution including Bancassurance tie-ups has been challenging as the cost of creating new distribution/ new partnerships
has increased

o Perception of the Insurance Industry in the mind of consumer needs to change
e Focus on customer retention and persistency to increase in force profit and farming existing customers to increase revenues

We believe that the insurance industry has shown resilience in light of tapering growth, by focusing on product innovation, distribution efficiency
and strengthening back-office operations. In the past two years, the players have taken up the opportunity to bring in productivity improvements
and have aligned their business models to focus on a more balanced growth objective. Innovation and discipline in execution skills will play a key
role going forward in helping insurance companies create substantial differences.

Opportunities
We believe that the following trends characterise the Indian economy that augurs well for the life insurance industry:

. Long-term factors are still intact

Strong long-term growth drivers for the industry remain intact and will be primarily driven by a favourable GDP growth, a favourable
demographic profile, high household savings, rising income levels and increasing urbanisation. The industry should grow at 1x nominal GDP
growth over the medium to long-term.
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Figure 7: Demographic/Other parameters indicating future life insurance opportunity
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In some of the developed countries, life insurance penetration (insurance premium/GDP) stands at over 5%. Over the next 3-5 years, we
believe life insurers are well positioned to realise penetration levels of 5.0 — 5.5%.

o Focus on pension and protection business

Many life insurance companies have begun re-launching unit-linked pension products. Unit linked pension products had been a significant
contributor of growth before September 2010 and once contributed to 17% of industry APE for a few private players.

U Focus on Increasing Bancassurance & Other Alternate channels

The increased alliances between banks and insurance companies position the selling of insurance products by banks as an opportunity to
leverage their extensive branch network and broaden their income base to include more fee based business. There is significant opportunity to
increase the distribution reach within the country. Also, brokers and other alternative channels (tele-sales and online) are still at a developing
phase in India. These channels will bring in new opportunity and drive higher share of spending on insurance products by existing customers.

BSLI is well positioned to meet the challenges and also tap into the opportunities of the life insurance industry. The Company is expected to emerge
stronger on the back of its wide distribution franchisee, a long history of product innovations & operational efficiencies.

SUMMARY OF OPERATIONS
Sales Performance Review & Market Share Movement

The Company has focused on a multi-distribution strategy to offer its wide range of life insurance products to numerous customer

segments. The Company has been able to maintain a constant channel mix for the past 3 years with >30% business Non-Agency
channel.

As of March 31, 2013, BSLI’s nationwide reach encompassed over 600 branches, an agency force of over 105,000 empanelled agents, tie-ups with
around 150 non-bank corporate agents & brokers and 4 key bank partners.

Agency continues to be the Company’s largest distribution channel contributing to 67% of the individual life business and achieving
Annualised Premium Equivalent (APE) of ¥ 808 crores. Going forward, the Agency channel’s prime focus will be ensuring optimal
geographical coverage in terms of breadth and depth and using customer & distributor segmentation to drive higher efficiencies.

Bancassurance channel delivered annualised premium equivalent of ¥ 190 crores contributing to 16% of individual sales. With a strong
existing bancassurance model to leverage, we are confident that we will be making further in-roads in this channel in the years to come.
Further, the recent regulatory guidelines on bancassurance are further expected to provide opportunities to the Company for additional tie-

ups. Our priorities for the channel moving forward will be to harvest existing partners for sustainability while focusing on long-term business
and sales practices.
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e Over the past few years, a strong franchise network has been created in the Corporate Agent, Broker (CAB) segment. This business, which
currently contributes to 16% of sales, registered sales of ¥ 188 crores in FY13. Our new CAB partners have contributed significantly to new
business in FY13 due to addition of new capacities. The endeavour going forward will be to add new capacities while further improving
quality of business.

o This year saw Group Business increase its share in new business premium. Our performance was driven by improvement in product lines
and focus on increasing our penetration. This helped us achieve 3rd rank amongst private insurers as on FY13. The new segmentation and
organisation structure yielded strong and positive results, and we achieved a growth of as of the period. Both Term and Fund segments have
registered YoY growth of 33% and 40% respectively. Group Business received the first ever ‘Special Recognition for Outstanding Contribution
to the Indian Pension Fund Industry’ at the Indian Pension Fund Awards 2012.

Additionally, we enhanced and diversified our distribution and sale management capabilities, implementing best practices in such areas as agent
recruitment training, and further expanding alternate channels such as direct marketing, distance marketing, etc.

Figure 8: Constant Channel mix over the years
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PRODUCT STRATEGY & PERFORMANCE

The mix at the industry level is currently skewed towards traditional products. The industry may continue to focus on Traditional products given
their higher compensation and expense absorbency. Our traditional portfolio has increased from 5% in FY10 to 55% in FY13.

During the year under review, the Company launched several new products
o In unit-linked category, we have launched Aspire Life and Wealth Assure, both of which will further complement the ULIP range.

e  BSLI launched 3 Traditional (Vision Plans) in the month of January on Participating platform i.e., ‘BSLI Vision Income Plan’, ‘BSLI Vision
Endowment Plan’ and ‘BSLI Vision Regular Returns Plan’.

Figure 9: Shifting Product Mix over the years
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We will continue to focus on regularly launching products with new features and benefits that keep pace with evolving customer needs and also
drive sales force activities.

e The Company’s first priority will be to build a full suite of traditional products

o Balanced product mix between Traditional endowment and unit-linked products to cater to various customer segments and focus on
improving profitability
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FINANCIAL PERFORMANGCE

Table 6: BSLI’s Financial Performance

Particulars

Business Performance
New Business Premium
Renewal Premium

Total Premium

Financial Performance
Income

Gross premium income
Reinsurance (net)

Total premium income (net)
Income from investments
Policyholders

Shareholders

Investment Income

Other Income

Total Income

Less:

Commission

Expenses (including depreciation)
Benefits paid (net)
Provisions for actuarial liability (net)
Provision for Taxation
Profit for the Current Year
Share Capital

Reserve & Surplus

Net Worth

FY13

1,837
3,380
5,216

5,216
-165
5,051

2,070
116
2,186
37
7,274

300
1,161
3,659
1,612

542
1,969
520
1,248

FY12

1,926
3,959
5,885

5,885
-138
5,747

-163
80
-83
30
5,694

325
1,217
2,705

987

461
1,969
480
1,073

(in INR Crores)
Inc. (%)

-5%
-15%
-11%

-11%
20%
-12%

-1368%
45%
-2734%
23%
28%

-8%
-5%
35%
63%

18%

Our Company registered a net profit of ¥ 542 crores in FY 2013, compared to < 461 crores in FY 2012
Our assets under management rose 9% over the same period to I 22,929 crores from < 21,100 crores

The Company recorded new business premium of 31,837 crores which was in line with previous year given the context of the industry performance
over the year. Our rank amongst the private players for the period under review is 5th (Total Individual & Group) & we are positioned 6th in Individual
Life. While total premium has witnessed a decline due to regulatory changes and uncertain market environment, our focus remains on robust

financial performance as seen from our rising profits and decreasing operating expenses.

We continued our journey of profitable growth for the third consecutive year. Our Net Profit was ¥ 542 crores (LY: 461 crores) for the year ended
31st March, 2013. The Company declared an interim dividend of 10% amounting to ¥ 197 crores and has further announced a final dividend of
6% of share capital amounting to ¥ 118 crores. Going forward, the Company is confident of funding business growth through internal accruals will

look at formulating a stable dividend policy to optimise its surplus solvency capital.

We believe that the Company’s profitable journey is sustainable as these profits are primarily driven by in force business, declining expense ratios
and changes in product structures. The Company took several steps to rationalise expenses, improve efficiencies and productivity across its

operations.

Premium Income

Table 7: Premium Break-Up

Particulars (INR Crores) FY13 FY12 % Growth
First year premium 1,837 1,926 -5%
Individual Life 1,048 1,250 -16%
Group Business 788 676 17%
Renewal Premium 3,380 3,959 -15%

Total Premium 5,216 5,885 -11%
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While the total premium amounted to I 5,216 crores registered de-growth of 11%, the renewal premium of ¥ 3,380 de-grew by 15% YoY. The
impact on renewal premium growth is primarily attributed to lower new business sales in the corresponding period last year. Our premium from
group business grew 17% over FY12. As an insurer with long-established track record, a significant portion of our business is on a regular premium
basis, which has provided us with a stream of renewal premiums.

Investment Income

The Company continued excellence in investment performance for its policyholders. For all its ULIPs, the Company delivered excellent fund
performance across the board, consistently beating benchmarks overall and as well as across all the funds as evident from the below table.

Table 8: Percentage of funds beating benchmarks as on 31st March, 2013

Funds beating benchmark 100% 95.5% 95.5%

BSLI investment’s philosophy has been to build a sound investment portfolio within the external and internal guidelines, to ensure liquidity, while
maximising policyholders’ wealth consistently on a long-term basis.

Commissions

The new regulations have impacted distributor compensation on ULIPs. To ensure attractive returns to distributors, the Company has taken
several initiatives including driving higher productivity and driving the right product mix mapped with appropriate customer segments. Additionally
enhanced training of the sales team to move towards a balanced product mix in favour of traditional products had led to increase in the commission
rates. The commission rates for total business and new business is provided in the table below:

Table 9: Commission Ratios

Individual Life
Total Commission/Total Premium — Ind. Life 6.9% 6.4%
New Business Commission/NB Premium — Ind. Life 17.3% 14.2%

Operating Expenses

Operating expenses for FY13 was ¥ 1,160 crores compared to operating expenses of ¥ 1,215 crores for the same period last year. Our Company’s
cost structure is line with expectations given the new business growth, product structures and our focus on long-term products. Going forward, we
will continue to create higher efficiency in the agency channel, other cost overheads and productivity/performance of our people. The Company has
been focusing on disciplined expense management as a result of which other expenses and overheads reduced by 5%.

Opex to premium ratio has marginally increased from 20.6% to 22.2% due to the impact on total premium growth. We will continue to review our
expense structure in line with the business growth.

Table 10: Operating Expenses Break-Up

Particulars (INR Crores) % Growth
Salary 533 579 -8%
Other Expenses 628 638 -2%
Total Expenses 1,161 1,217 -5%
Expense as % of total premium 22.2% 20.6%

Excluding shareholders expenses

BENEFITS & RESERVES
Benefits — Surrenders & Maturities

Our profitability depends primarily on our ability to retain existing customers and to manage our underwriting and claims effectively. Hence,
managing risks around claims and increase in surrenders will be the key to help us achieving our overall desired profitability objectives. Surrenders/
partial withdrawals have increased to ¥ 3,450 crores for FY13 which in line with expectations as most products have a minimum lock-in of 3 years
& surrender experience coincides with the sales trend 3 years prior.

BSLI has taken number of initiatives to reduce surrenders which are highlighted below:

o Distribution initiatives such as claw backs on commission and rewards and recognition of new business which has been through induced
surrenders.

e Segmented approach towards Managing surrenders by focusing on advisory-driven approach for HNI customers.
e Top branches across the country trained on surrender retention resulting in increase in retention at branches.
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NET PROFIT

The net profit for the year at ¥ 542 crores has shown a considerable improvement over last year profit of ¥ 461 crores. The increase in profits is
on account of rising profit from in force business, declining operating expenses and changes in product mix. We will continue to focus on our core
strategy to focus on a profitable product mix while providing value-added proposition to our customers.

The Company has now reported profits for three consecutive years. We delivered strong performance in a year of uncertain regulatory and
economic environment. This performance demonstrates the success of our strategy to focus on the most profitable growth.

Some of the key priorities to manage net income, set by the Company for FY14, are as follows:

U Sales Growth through a balanced channel mix, optimal capacities, complete product range & improved distribution efficiencies
e Balanced Product Mix of ULIPs and Traditional

e Higher focus on customer satisfaction through need-based selling and better customer service

e |ncreasing efforts towards retaining customers through maintaining higher persistency

e |mprove distribution efficiencies & higher engagement of distributors by improving productivity and reducing attrition

o Develop new Bancassurance partnership and leverage existing partnerships

e Leveraging the full potential of the brand

FINANCIAL CONDITIONS & ASSET UNDER MANAGEMENT

Share Capital, Dividend and Solvency position

The Company is capitalised at ¥ 2,490 crores (incl. share premium & reserves). Given the robust financial performance, there has been no capital
infusion for the last three years.

Figure 10: Solvency Ratio over the years
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Solvency refers to the minimum surplus that an insurance company needs to keep aside in the form of additional capital to meet any unprecedented
increase in claims and to meet any adverse losses. As solvency needs to be maintained over very long periods for which policies are written it
is necessary to ensure that the assets exceed liabilities and are invested in risk-free assets. The Regulations prescribes that each insurance
company must have free assets equal to 1.5 times of the required solvency margin. Our solvency margin is at a level which is in excess of
2.95 times is well above the regulatory requirements of 1.5 times. It also ensures that the company’s stakeholders and customers can have
confidence in the company’s long-term financial strength.

After considering the Company’s cash flow and capital position, first dividend was paid out at 10% of share capital amounting to
T 197 crores (excluding Dividend Distribution Tax) in Q4 FY13 and has announced a final dividend at 6% of share capital amounting to ¥ 118 crores
in Q4 FY13. Going forward, the Company will look at formulating a stable dividend policy to optimise its surplus solvency capital.

Assets under Management

Assets under Management (AUM) grew from ¥ 21,110 crores in FY12 to ¥ 22,929 crores in FY13. In FY13, we did not witness a major change in
our allocation of assets between debt and equity. Proportion of equity has remained stable for the Company over the years.
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Figure 11: Asset under Management (INR Crores)
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Figure 12: Equity & Debt Component
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Human Resources — Our strength

Employee Engagement — BSLI engages effectively with its employees critical to building and sustaining a high-performing business and retaining
talent. Engagement initiative schemes were introduced in over 600 branches across the country which included celebrations, festivals, recreational
and sport activities, recognitions, etc. Additionally, Rewards and Recognition programme was initiated which was aimed at creating a culture of
recognising and celebrating performance at multiple levels across the organisation & group in addition to as well as across for individuals & teams.

Training & Development — The Sales & Corporate Training Cell provides training architecture for structured and systematic learning from trainer,
supervisor and by self, improve retention, application of learning and improve discipline in participation.
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BRAND PERFORMANCE

We believe that the “Birla” brand is one of the most recognised brands in India which provides us with significant competitive advantage, particularly
towards attracting new customers and talent.

The Company continued its efforts towards improving its brand image in FY13. Our Brand consideration score improved over the period from 24%
in FY12 to 36% in March’13. We believe that going forward the strength of our brand is expected to become more important. We will continue to
strengthen our efforts further to improve our brand performance through an optimal mix of above-the-line and below-the-line activities.

Our brand continues to act as an impetus for employee engagement and insightful decision making. For employees, it means positive difference
for our customers, it means reaching across the country to build on our reputation as a strong and stable company. From television advertising to
our sponsorships and expanded web and social media presence, our focus was on deepening the understanding of our brand promise.

CUSTOMER MANAGEMENT

Customer Service Capabilities

The Company continues to strengthen its customer-centric delivery capabilities in addition to leverage the use of technology for achieving business
goals.

o Our customers will continue to be our priority. We have proactively been investing in the essential building blocks of customer centricity
for the past 3 years. The management team of the Company has taken many steps towards achieving a strong position in this area. Our
approach has been built around (a) listening to our customers, (b) understanding their feedback and point of view and (c) using the same in
our decision making. We have taken several initiatives which includes:

»  The Company has a fully functional IT infrastructure and has recently enhanced its network bandwidth, business process management
to enable workflow of documents and scanned images, etc., for all branches.

»  Exploring new technologies for policy issuance. The Company has launched E-application pilots for bring in efficiencies in policy
issuance and improve customer convenience.

»  The Company has revamped its website to enable more self-servicing features for customers. The Company has also revamped its IVR
features where fund value is now made available to the customer on the go.

»  Segmenting customers based on propensity to renew/default and using a combination of pro-active and re-active customer reach-out
techniques using multiple channels (e-mail, call-centre, SMS).

e We have focused on improving customer service through a combination of capabilities and initiatives which include our dedicated claim
assistance cell has helped us settle claims faster and in a customer friendly way. For the third year in a row, we have achieved 0% claim
outstanding ratio at the end of the year, a testimony to our effort of doing what is in the best interest of the customer.

o The Company has launched Customer Connect initiative where employees are required to understand the experience the customer has had
with BSLI & suggest improvement.

OUTLOOK FOR THE COMPANY

The industry has been under a changing, volatile and uncertain regulatory and macro-economic environment. In this context, we believe that the
Company is well-positioned to take advantages of the opportunities arising from these challenges. Also, the industry in the long-term will benefit
from some of the robust structural and demographics drivers that Indian life insurance industry offer. The Company has identified the following
focus areas to strengthen its competitive and financial position in the future years.

o Sales Growth through a balanced channel mix, optimal capacities, complete product range & improved distribution efficiencies

e Balanced Product Mix of ULIPs and Traditional

e Higher focus on customer satisfaction through need-based selling and better customer service

. Increasing efforts towards retaining customers through maintaining higher persistency

e |mprove distribution efficiencies & higher engagement of distributors by improving productivity and reducing attrition

o Develop new Bancassurance partnership and leverage existing partnerships

e Leveraging the full potential of the brand

e Grow digital footprint to increase customer empowerment and enhanced customer experience to be a key driver for profitability and growth
e Attract, develop and engage highly talented employees, ready and able to contribute to the full extent of their potential
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Philosophy of Corporate Governance

Corporate Governance involves a set of relationships between a Company’s Management, its Board, its Shareholders and other Stakeholders with a
objective of ‘enhancement of long-term shareholder value, while at the same time protecting the interest of all stakeholders (investors, customers,
employees, vendors, government and society-at-large).

Good Corporate Governance consists of a system of structuring, operating and controlling a Company such as to achieve the following:

e aculture based on a foundation of sound business ethics

e fulfilling the long-term strategic goal of the owners while taking into account the expectations of all the key stakeholders, and in particular:
<~ consider and care for the interests of employees, past, present and future
<~ work to maintain excellent relations with both customers and suppliers
<~ take account of the needs of the environment and the local community

. maintaining proper compliance with all the applicable legal and regulatory requirements under which the Company is carrying out its
activities.

The philosophy and objective of Corporate Governance at Birla Sun Life Insurance Company Limited (BSLI) is “about working ethically and finding
a balance between economic and social goals including the ability to function profitably while complying with the applicable laws, rules and
regulations”.

BSLI is committed to uphold the core values of transparency, integrity, honesty and accountability. This commitment lays the foundation for further
development of superior governance practices, which are vital for growing a successful business, creating sustainable long-term shareholder value
and balancing it with the interests of other stakeholders in the Company. It is not a discipline necessarily imposed by a regulator rather a culture
that guides the Board, the Management and employees to function towards the best interest of the various stakeholders.

Structure:

This Report is divided into three sections, as follows:
A.  Reporting under Clause 49 of the Listing Agreement;
B.  Reporting under IRDA Corporate Governance Guidelines (IRDA CG Guidelines); and
C.  Reporting under MCA Guidelines (MCA Guidelines).

SECTION A

REPORTING UNDER CLAUSE 49 OF THE LISTING AGREEMENT

BSLI is an unlisted company and hence the clause 49 of the listing agreement is not applicable. Yet BSLI, on a suo moto basis, has taken all
necessary initiatives to comply with the provisions of the said clause to the maximum extent possible and endeavours, in true spirit, to go well
beyond the mandatory provisions.

.  BOARD OF DIRECTORS (“BOARD”)

At BSLI, the Directors are elected by shareholders of the Company with a responsibility to set strategic objectives for the Management and to
ensure that the long-term interests of all stakeholders are served by adhering to and enforcing the principles of sound Corporate Governance.

BSLI’s Board members have diverse areas of knowledge and expertise, which is necessary in providing an independent and objective view on business
issues and assess them from the stand-point of the stakeholders of the Company. At BSLI, the Board is independent of the Management.

I.A. Composition of the Board

The Board comprised of eleven Directors as on 31st March, 2013, ten being Non-Executive Directors (of which three were Independent) and a
Managing Director.

The current Chairman of the Board, Mr. Kumar Mangalam Birla, is a Non-Executive Director.
The changes in the chairmanship/directorship of the Company during the Financial Year (FY) 2012-13 are given in Table 01:

Name of the Directors Particulars

Mr. Dikran Ohannessian Ceased to be a director w.e.f. June 20, 2012
Mr. Kevin Strain Appointed as a director w.e.f. June 20, 2012
Table 01
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I.B. Details of Directorships/Committee membership
The composition of our Board, their Directorships/Committee memberships and Chairmanships (excluding the Company) as on March 31,2012 is

given in Table 02:

Name of the Directors

Designation

No. of
Directorship(s)
in other Public

Companies*

No. of Committee
Membership**

Chairmanship
in Committees**

Mr. Kumar Mangalam Birla Non-executive Director (Chairman) 9 Nil Nil
Mr. Ajay Srinivasan Non-Executive Director 3 4 Nil
Mr. Bishwanath N. Puranmalka | Non-Executive Director 2 2 Nil
Mr. Dikran Ohannessian*** Non-Executive Director 1 Nil Nil
Mr. Donald A. Stewart Non-Executive Director 1 Nil Nil
Mr. Gian P. Gupta Non-Executive Director (Policyholders’ 8 6 5
representative, Independent)
Mr. Jayant Dua Managing Director 2 Nil Nil
Mr. Kevin Strain* Non-Executive Director 1 Nil Nil
Dr. Rakesh Jain Non-Executive Director 5 Nil Nil
Mr. Suresh N. Talwar Non-Executive Director (Independent) 13 9 4
Ms. Tarjani Vakil Non-Executive Director (Independent) 5 4 3
Mr. Venkatesh Mysore Non-Executive Director 2 0 Nil

Table 02

*Excluding alternate directorships and directorships in foreign companies and companies under Section 25 of the Companies Act, 1956.

**Only Audit Committee and Shareholders’ Grievance Committee of all public limited companies (whether listed or not) have been considered for
the purpose of the Committee positions (membership and chairmanship), as per Clause 49 of listing agreement.

***Resigned w.e.f. June 20, 2012

*Appointed w.e.f. June 20, 2012

I.C. Non-Executive Directors’ compensation and disclosures

As stated earlier, ten of our Directors are Non-Executive Directors. Of these, seven Directors are representatives of the two shareholders i.e., Aditya
Birla Nuvo Limited (04) and Sun Life Financial (03) and the rest three are Independent. As decided by the Board, no remuneration of whatsoever
nature is paid to these Non-Executive Directors, except for a sitting fee to the three Independent Directors, as detailed hereunder.

The Company pays sitting fees of ¥ 20,000 to the Independent Directors for attending each Board Meeting and, Board Committee meetings.

The details of sitting fees paid to these Independent Directors during the FY 2012-13 are given in Table 03:

Name of the Directors

Sitting Fees for the meetings of

(Amount inX)

Board Audit Committee Risk Management
Committee
Mr. Gian Prakash Gupta 80,000 80,000 80,000 2,40,000
Mr. Suresh Narsappa Talwar 60,000 NA NA 60,000
Ms. Tarjani Vakil 60,000 60,000 80,000 2,00,000
Table 03

I.D. Board Meetings
Agenda and Minutes

The Company Secretary receives details on matters which require the approval of the Board/ Board Committees, from various departments of the
Company well in advance, so that they can be included in the Board/Board Committee agenda(s). All material information is incorporated, in detail,
in the agenda papers for facilitating meaningful and focussed discussions at the meetings.
Board Meetings and attendance of Directors

As a good practice, a yearly meetings calendar is prepared and circulated to all the Directors in the month of November/December every year,
relevant for the next calendar year, so that they can adequately plan their schedule. This ensures optimum presence of the Directors/Committee

Members at each meeting.

During FY 2012-13, four Board meetings were held as below:

i) April 28,2012
i) July 24,2012
ii)  October 23,2012
iv)  February 2,2013
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During FY 2012-13 the time gap between two successive board meetings did not exceed 4 months.
The attendance of the Directors at the above Board meetings and at the last Annual General Meeting is given in Table 04:

Name of the Directors No. of Board meetings held Attendance in the last AGM
during FY 2012-13 dated 20th June, 2012
Held Attended
Mr. Kumar Mangalam Birla 4 1 No
Mr. Ajay Srinivasan 4 4 No
Mr. Bishwanath N. Puranmalka 4 4 Yes
Mr. Dikran Ohannessian* 4 1 No
Mr. Donald A. Stewart 4 4 No
Mr. G. P. Gupta 4 4 Yes
Mr. Jayant Dua 4 4 Yes
Mr. Kevin Strain** 4 2 No
Dr. Rakesh Jain 4 4 No
Mr. S. N. Talwar 4 3 No
Ms. Tarjani Vakil 4 3 Yes
Mr. Venkatesh Mysore 4 2 Yes
Table 04

*Resigned w.e.f. June 20, 2012
**Appointed w.e.f. June 20, 2012

I.LE. Code of Conduct

The Company has designed and implemented a Code of Conduct for all the employees of the Company. The senior management of the Company
is also governed by this Code of Conduct. All the employees confirm their adherence to this Code on an annual basis.

Il. BOARD COMMITTEE

For ensuring smooth business activities, the Company has constituted certain Board Committees with well-defined charters. The prominent Board
Committees are as under:

I.1. Asset Liability Management Committee
Pursuant to the nature of products sold by the Company it is crucial to have an Asset Liability Committee to manage the various risk and arising on
account of product guarantees, interest rates movements, duration mismatches, cash flow mismatch, capital market, market liquidity, etc.

As per IRDA CG Guidelines constitution of “Asset Liability Management Committee” is mandatory for life insurance companies. In view of the
foregoing provision, BSLI's Board had constituted an “Asset Liability Management Committee” at its meeting held on November 10, 2009.

Asset Liability Management Committee will set policy framework and operating guidelines for asset liability matching to safeguard the interest
of Shareholders and Policyholders. This Committee will insure that the assets are created in line with the liabilities. The Committee will monitor,
review & evaluate all possible variant that can have an impact on the ALM and will insure requisites measures are placed to manage risk arising
out of these variants.

Il.1.A. Composition
The composition of the Asset Liability Management Committee as on 31st March, 2013 is given in Table 05:

Name of the Committee Members Designation

Mr. Ajay Srinivasan Member & Non-Executive Director
Mr. Anil Kumar Singh* Member, Chief Actuarial Officer & Appointed Actuary
Mr. Jayant Dua Member & Managing Director
Ms. Keerti Gupta Member & Head — Risk
Mr. Lalit Vermani Member & Sr. VP & Head — Compliance, Risk, Internal Audit, Legal & Secretarial
Mr. Mayank Bathwal Member & Chief Financial Officer & Head-Institutional Sales
Mr. Niall O’Hare** Member & Chief Actuarial Officer
Dr. Rakesh Jain Member & Non-Executive Director
Mr. Sashi Krishnan Member & Chief Investment Officer
Mr. Venkatesh Mysore Member & Non-Executive Director
Table 05

*Appointed w.e.f. January 14, 2013
**Ceased w.e.f. January 14, 2013
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I1.1.B. Meetings and attendance

During FY 2012-13, the Asset Liability Management Committee members met four times viz:
i) April 25,2012;

i) July 27,2012

ii)  October 19, 2012; and

iv)  January 29, 2013.

The attendance of the Asset Liability Management Committee members at the Asset Liability Management Committee meetings during
FY 2012-13 is given in Table 06:

Name of the Committee Member No. of Asset Liability Management Committee
meetings held during FY 2012-13
Held Attended
Mr. Ajay Srinivasan 04 04
Mr. Anil Kumar Singh* 04 01
Mr. Jayant Dua 04 04
Ms. Keerti Gupta 04 04
Mr. Lalit Vermani 04 04
Mr. Mayank Bathwal 04 03
Mr. Niall O’Hare** 04 03
Dr. Rakesh Jain 04 00
Mr. Sashi Krishnan 04 04
Mr. Venkatesh Mysore 04 01
Table 06

*Appointed w.e.f. January 14, 2013
**Ceased w.e.f. January 14, 2013

1.2, AUDIT COMMITTEE

The provisions of Section 292A of the Companies Act, 1956, prescribes that every public company having paid-up capital of not less than
% 5 crores shall constitute a committee of the Board known as “Audit Committee”. The Company had constituted its Audit Committee on
31st January, 2001 with well defined objectives, roles and responsibilities.

11.2.A. Composition
The composition of the Audit Committee as on 31st March, 2013 is given in Table 07:

Name of the Committee Members Designation

Mr. Gian Prakash Gupta Chairman, Non-Executive & Independent Director
Mr. Ajay Srinivasan Member & Non-Executive Director
Mr. Bishwanath N. Puranmalka Member & Non-Executive Director
Mr. Jayant Dua Member & Managing Director
Mr. Kevin strain Member & Non-Executive Director
Ms. Tarjani Vakil Member, Non-Executive & Independent Director
Mr. Venkatesh Mysore Member & Non-Executive Director
Table 07

The Company Secretary acts as the Secretary to the Committee.
All members of the Audit Committee are financially literate and have the necessary accounting and related financial management expertise.

The Chief Executive Officer, the Chief Financial Officer, the Appointed Actuary, the Senior VP — Compliance, Risk Management, Internal Audit, Legal
& Secretarial, the Statutory Auditors and the Internal Auditors attend each Audit Committee Meeting. The special auditors of both the promoters
(viz. Aditya Birla Nuvo Limited & Sun Life Financial Inc.) of the Company also conduct certain process audits during the year and they are invited
to present their reports at the Audit Committee meeting of the Company.

11.2.B. Meetings and attendance

During FY 2012-13, the Audit Committee met four times viz.
i) April 28,2012;

i) July24,2012;

ii)  October 23, 2012; and

iv)  February 2,2013.
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The attendance of the Audit Committee members at the Audit Committee meetings during FY 2012-13 is given in Table 08:

Name of the Committee Member No. of Audit Committee meetings held
during FY 2012-13
Attended
Mr. Ajay Srinivasan 04 04
Mr. Bishwanath N. Puranmalka 04 04
Mr. Dikran Ohannessian* 04 01
Mr. Gian Prakash Gupta 04 04
Mr. Jayant Dua 04 04
Mr. Kevin Strain** 04 02
Ms. Tarjani Vakil 04 03
Mr. Venkatesh Mysore 04 02
Table 08

*Resigned w.e.f. June 20, 2012
**Appointed w.e.f. June 20, 2012

I1.3. INVESTMENT COMMITTEE

Pursuant to Section 292 of the Companies Act 1956, the Board has the power to invest the Funds of the Company and delegate the same to any
Committee or to any officials of the Company on any such conditions as may be prescribed by the Board.

The role of Investment Committee is to set policy framework for Investment and ensuring to safeguard the interest of Shareholders and Policyholders
Funds. Investment committee ensures that all investment activities are conducted as per the framework defined by IRDA and Board.

11.3.A. Composition
The composition of the Investment Committee as on 31st March 2013 is given in Table 09:

Name of the Committee Members Designation
Mr. Ajay Srinivasan Member & Non-Executive Director
Mr. Anil Kumar Singh* Member, Chief Actuarial Officer & Appointed Actuary
Mr. Jayant Dua Member & Managing Director
Ms. Keerti Gupta Member & Head — Risk
Mr. Lalit Vermani Member & Sr. VP & Head — Compliance, Risk, Internal Audit, Legal & Secretarial
Mr. Mayank Bathwal Member & Chief Financial Officer & Head-Institutional Sales
Mr. Niall O’Hare** Member & Chief Actuarial Officer
Dr. Rakesh Jain Member & Non-Executive Director
Mr. Sashi Krishnan Member & Chief Investment Officer
Mr. Venkatesh Mysore Member & Non-Executive Director
Table 09

*Appointed w.e.f. January 14, 2013
**Ceased w.e.f. January 14, 2013

11.3.B. Meetings and attendance

During FY 2012-13, the Investment Committee members met four times viz:

i) April 25,2012;

i) July27,2012;

iiy  October 19, 2012; and

iv)  January 29, 2013.

The attendance of the Investment Committee members at the Investment Committee meetings during FY 2012-13 is given in Table 10:

Name of the Committee Member No. of Investment Committee meetings held
during FY 2012-13
Held Attended
Mr. Ajay Srinivasan 04 04
Mr. Anil Kumar Singh* 04 01
Mr. Jayant Dua 04 04
Ms. Keerti Gupta 04 04
Mr. Lalit Vermani 04 04
Mr. Mayank Bathwal 04 03
Mr. Niall 0’Hare** 04 02
Dr. Rakesh Jain 04 00
Mr. Sashi Krishnan 04 04
Mr. Venkatesh Mysore 04 01
Table 10

*Appointed w.e.f. January 14, 2013
**Ceased w.e.f. January 14, 2013
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I1.4. POLICYHOLDERS’ PROTECTION COMMITTEE

IRDA places significant emphasis on the protection of policyholders’ interests and on the adoption of sound and healthy market conduct practices
by insurers. IRDA regulations and guidelines are in place with respect to protection of policyholders’ interests, advertisement and disclosures,
advertisement and promotion & publicity.

As per IRDA CG Guidelines constitution of “Policyholders’ Protection Committee” is mandatory for life insurance companies. In view of the foregoing
provision, BSLI’s Board had constituted the “Policyholders’ Protection Committee” at its meeting held on November 10, 2009 to address various
compliance issues relating to protection of the interests of policyholders, as also relating to keeping the policyholders well informed of and
educated about insurance products as well as complaint-handling procedures and shall directly report to the Board.

lll.4.A. Composition
The composition of the Policyholders’ Protection Committee as on 31st March, 2013 is given in Table 11:

Name of the Committee Members Designation

Mr. N. N. Jambusaria Member & Chairman
Mr. Amitabh Verma Member & Chief Operational Officer
Mr. Anil Kumar Singh Member, Chief Actuarial Officer and Appointed Actuary
Mr. Jayant Dua Member & Managing Director
Mr. Lalit Vermani Member & Senior VP — Compliance, Risk Management, Internal Audit, Legal & Secretarial
Mr. Mayank Bathwal Member & Chief Financial Officer & Head — Institutional Sales
Mr. Puneet Bansall Member & Head — Legal & Secretarial (ABFS)
Mr. Vikas Seth Member & Head — Sales — DSF
Table 11

11.4.B. Meetings and attendance

During FY 2012-13, the Policyholders’ Protection Committee members met four times viz:
i) July4,2012;

i)  October 8,2012;

iiy  January 16, 2013; and

iv)  April 16,2013*.

*The meeting of March quarter was held on April 16, 2013

The attendance of the Policyholders’ Protection Committee members at the Policyholders’ Protection Committee meetings during FY 2012-13 is
given in Table 12:

Name of the Committee member No. of Policyholders’ Protection Committee
meetings held during FY 2012-13
Held Attended
Mr. N. N. Jambusaria 04 04
Mr. Anil Kumar Singh* 04 01
Mr. Amitabh Verma 04 03
Mr. Jayant Dua 04 04
Mr. Lalit Vermani 04 04
Mr. Mayank Bathwal 04 04
Mr. Niall 0’Hare** 04 02
Mr. Puneet Bansall 04 02
Mr. Vikas Seth 04 01
Table 12

*Appointed w.e.f. January 14, 2013
**Ceased w.e.f, January 14, 2013

I1.5. RISK MANAGEMENT COMMITTEE

In view of the growing scale of the Company and the regulations becoming more stringent, the Board of the Company at its meeting held on
May 24, 2008 constituted the Risk Management Committee (erstwhile Risk Review Meeting) as a sub-committee of the Board, to oversee the risk
management and compliance activities of the Company.
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11.5.A. Composition
The composition of the Risk Management Committee as on 31st March, 2013 is given in Table 13:

Name of the Committee Members Designation

Mr. Ajay Srinivasan Member & Non-Executive Director
Mr. Gian Prakash Gupta Member, Non-Executive & Independent Director
Mr. Jayant Dua Member & Managing Director
Ms. Tarjani Vakil Member, Non-Executive & Independent Director
Mr. Venkatesh Mysore Member & Non-Executive Director

Table 13

The Company Secretary acts as the Secretary to the Committee.

11.5.B. Meetings and attendance

During FY 2012-13, the Risk Management Committee members met four times viz:
) July7,2012;

ii)  October 8,2012;

iiy  January 16, 2013; and

iv)  April 15,2013*

*The meeting of March quarter was held on April 15, 2013

The attendance of the Risk Management Committee members at the Risk Management Committee meetings during FY 2012-13 is given
in Table 14:

Name of the Committee Members

No. of Risk Management Committee meetings held
during FY 2012-13

Held Attended
Mr. Ajay Srinivasan 04 04
Mr. Gian Prakash Gupta 04 04
Mr. Jayant Dua 04 04
Ms. Tarjani Vakil 04 04
Mr. Venkatesh Mysore 04 03
Table 14

1.L6. FINANCE COMMITTEE
The Board has constituted a Finance Committee in compliance of the revised clause 41 of the Listing Agreement. As per the Listing Agreement such
committee shall consist of not less than one third of the directors, which shall include at least one Independent Director.

11.6.A. Composition
The composition of Finance Committee as on 31st March, 2013 is given in Table 15:

Name of the Committee Members Designation

Mr. Ajay Srinivasan Member & Non-Executive Director
Mr. Bishwanath N. Puranmalka Member & Non-Executive Director
Mr. Gian Prakash Gupta Member, Non-Executive & Independent Director
Ms. Tarjani Vakil Member, Non-Executive & Independent Director
Mr. Venkatesh Mysore Member & Non-Executive Director

Table 15

The Company Secretary acts as the Secretary to the Committee.

1.7. SHARE ALLOTMENT COMMITTEE

To keep pace with the rapid growth of the Company and to smoothen and fasten the process of regular infusion of share capital, the Board of
the Company, at its meeting held on 25th April, 2005 had constituted a committee called the Share Allotment Committee. The Share Allotment
Committee has been delegated the authority to allot the shares and issue the share certificates.

IL.7.A. Composition

The composition of Share Allotment Committee as on 31st March, 2013 is given in Table 16:

Name of the Committee Members Designation

Mr. Bishwanath N. Puranmalka

Member & Non-Executive Director

Mr. Gian Prakash Gupta

Member, Non-Executive & Independent Director

Mr. Suresh Narsappa Talwar

Member, Non-Executive & Independent Director

Mr. Venkatesh Mysore

Member & Non-Executive Director

The Company Secretary acts as the Secretary to the Committee.

Table 16
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11.7.B. Meetings and attendance
No meeting of Share Allotment Committee was conducted as there was no capital infusion during the entire financial year.

lll. SUBSIDIARY COMPANIES

The Company does not have any subsidiary Company of its own. However, the Company is a material non listed Indian subsidiary company
of Aditya Birla Nuvo Limited (ABNL), which is holding 74% of the Company’s share capital. Mr. Gian Prakash Gupta and Ms. Tarjani Vakil, both
independent directors on the Board of ABNL, are also independent directors on the Board of the Company. The Company regularly reports the
corporate governance requirements, as applicable to a material non listed Indian subsidiary company, to ABNL, including forwarding of minutes,
financial statements, statement of significant transactions and arrangements entered into by the Company.

IV. DISCLOSURES
IV.A. Related Party Transactions

All the related party transactions are strictly done on arm’s length basis. The related party transactions of the Company are periodically placed and
reviewed by the Audit Committee of the Company and necessary briefing is given to the Board as well. Particulars of related party transactions are
listed out in Annexure 2 to Schedule 16 of the Balance Sheet forming part of the Annual Report.

IV.B. Remuneration of Directors

The detailed note on the remuneration of Directors has already been incorporated in this Report earlier. Apart from the details mentioned therein,
no other remuneration is paid to any of the Directors.

Only one Director, Mr. Bishwanath N. Puranmalka holds one equity share of ¥ 10/- jointly with Aditya Birla Nuvo Limited in the share capital of the
Company. None of the other Directors of the Company have any holding in the share capital of the Company.

IV.C. Whistle Blower Policy

The Company has a Whistle Blower Policy to escalate any issues on integrity/business issues/people issues and gender issues. BSLI Grievances
and Disciplinary Committee members, constituted under the Whistle Blower Policy, conduct a proper and unbiased investigation and ascertain
the correctness and trueness of the complaint and recommend necessary corrective measures, including punitive actions such as termination
of employment/agency/contracts. Summary of cases, as and when reported, along with status is placed before the Policyholders’ Protection
Committee for their review and discussion.

The Company ensures confidentiality and protection against victimisation. No adverse action is taken against an employee or business associate
in ‘knowing retaliation’ who makes any good-faith disclosure of suspect or wrongful conduct to the BSLI Grievances and disciplinary committee.

IV.D. Management

A detailed Management Discussion and Analysis Report forms part of the Annual Report being sent to the stakeholders (including) shareholders
of the Company.

IV.E. Shareholders & General information
i) General Body Meetings
The particulars of the last three Annual General Meetings (AGMs) of the Company are provided in Table 17:

AGM Financial Year Date of the AGM Time Venue

10th 2009-2010 June 16, 2010 10.30 a.m. | Board Room, 16th Floor, One Indiabulls Centre, Tower 1,
Jupiter Mill Compound, 841, S. B. Marg, Elphinstone Road,
Mumbai — 400 013.

11th 2010-2011 June 16, 2011 10.30 a.m. | Board Room, 16th Floor, One Indiabulls Centre, Tower 1,
Jupiter Mill Compound, 841, S. B. Marg, Elphinstone Road,
Mumbai — 400 013.

12th 2011-2012 June 20, 2012 10.30 a.m. | Board Room, 16th Floor, One Indiabulls Centre, Tower 1,
Jupiter Mill Compound, 841, S. B. Marg, Elphinstone Road,
Mumbai — 400 013.

Table 17

There were no Extraordinary General Meetings (EGMs) of the Company held during FY 2012-13.
There was no special resolution passed by the Company during the last three financial years.
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ii)  General Shareholder Information

Date, Time and Venue of the 13th Annual General Meeting

July 2, 2013, 10.30 a.m.,
Board Room, 16th Floor, One Indiabulls Centre, Tower 1, Jupiter Mill
Compound, 841, S. B. Marg, Elphinstone Road, Mumbai — 400 013.

Financial Year

2012-13

Registrar and Transfer Agents MCS Limited

Registration no. of the Company as per Companies Act with the 11-128110

Registrar of Companies

Registration no. of the Company as per Insurance Act with the 109

Insurance Regulatory and Development Authority

ISIN INE951F01015

Corporate Identification Number (CIN) U99999MH2000PLC128110
Permanent Account Number (PAN) AABCB4623J

Registered office*/address for correspondence

One Indiabulls Centre, Tower 1, 16th Floor, Jupiter Mill Compound,

841, S. B. Marg, Elphinstone Road, Mumbai — 400 013.
Table 18

iii) Means of Gommunication

As per the IRDA guidelines on public disclosures, the insurance companies are required to disclose their financials (Balance Sheet, Profit & Loss
Account, Revenue Account and Key Analytical Ratios) by new paper publication and host the same on their websites within stipulated timelines.

Accordingly, the disclosures are hosted on BSLI’s website (www.birlasunlife.com) and adequate steps have been taken to ensure publication of
requisite disclosure in newspapers.

SECTION B
REPORTING UNDER IRDA CORPORATE GOVERNANCE GUIDELINES (IRDA CG GUIDELINES)

A detailed report on status of Compliance with the “Corporate Governance” Guidelines (IRDA CG guidelines) as being field on an annual basis in
Compliance with IRDA circular No. IRDA/F&A/CG/081/2011 dated May 2, 2011.

SECTION C
REPORTING UNDER MCA GUIDELINES (MCA GUIDELINES)

The Ministry of Corporate Affairs has issued a set of Voluntary Guidelines on ‘Corporate Governance’ and ‘Corporate Social Responsibility’ in
December, 2009. These guidelines are expected to serve as a benchmark for the Corporate Sector and also help them in achieving the highest
standard of corporate governance.

Some of the provisions of these guidelines are already in place as reported elsewhere in this Report. The other provisions of these guidelines are
being evaluated and your Company will strive to adopt the same in a phased manner.

Certification by Compliance Officer
Certification for compliance of the Corporate Governance Guidelines

|, Ashish Lakhtakia, hereby certify that to the best of my knowledge and information available with me, the Company has complied with the
Guidelines on Corporate Governance for the Insurance Sector issued by IRDA vide its circular no. IRDA/F&A/CIR/025/2009-10 dated August 05,
2009 as amended vide circular no. IRDA/F&I/CIR/F&A/014/01/2010 dated January 29, 2010 and nothing has been concealed or suppressed.

Ashish Lakhtakia
Company Secretary

Place: Mumbai
Date: April 26, 2013.
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Risk Management

A. RISK MANAGEMENT FRAMEWORK

The Company has an Enterprise Risk Management (ERM) framework covering procedures to identify, assess and mitigate the key business
risks. Aligned with the business planning process, the ERM framework covers all business risks including strategic risk, operational risks,
investment risks, insurance risks and catastrophic risks. The key business risks identified are approved by the Board’s Risk Management
Committee and monitored by the Risk Management team thereafter.

The Company also has in place an Operational Risk Management (ORM) framework that supports excellence in business processes, system
and facilitates matured business decisions to move to a proactive risk assessment and is in the process of implementing the key operational
risk components.

BSLI recognises that information is a critical business asset, and that our ability to operate effectively and succeed in a competitive
market depends on our ability to ensure that business information is protected adequately through appropriate controls and proactive
measures. Accordingly, BSLI has an information security framework that ensures all the information assets are safeguarded by establishing
comprehensive management processes throughout the organisation.

The Company’s Investments Function is governed by the Investment Committee and the Asset Liability Management Committee appointed
by the Board of Directors. Investment Policy and Operating Guidelines laid down by the Board provide the framework for management and
mitigation of the risks associated with investments. Asset Liability Policy and various ALM strategies are adopted to ensure adequate Asset
Liability Management. These policies are reviewed at frequent intervals by the respective Board Committees and approved by the Board
where required.

BSLI has a robust Business Continuity framework to ensure resumption of time sensitive activities within defined timeframe at defined
levels. BSLI was the 1st Insurance Company in India to be certified against the BS25999 standard (Globally accepted standard on Business
Continuity).

The Company through its risk management policies has set up systems to continuously monitor its experience with regard to other parameters
that affect the value of benefits offered in the products. Such parameters include policy lapses, premium persistency, maintenance expenses
and investment returns.

ERM encompasses the following areas:

Governed by Risk Policies and Operating Guidelines approved by
Board Committee/Sub Committee of the board

Risk Identification 001 > Risk Assessment

s |
—
Enterprise Risk Management
Framework in BSLI
O
s |
\_ J
Risk monitoring, Risk Response and Risk
communication and 1010 Management strategy
reporting
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Risk Policies:

The following risk policies govern and implement effective risk management practices:

Product Design and Pricing Policy, Underwriting and Liability Management Policy, Reinsurance Ceded Policy, Capital Management Policy,
Investment Policies, Valuation Policy, Information Security Policies, Business Continuity Policy, Operational Risk Management Policy, Fraud
Reporting and Investigating Policy, Asset Liability Management policy, Outsourcing policy.

Risk Mitigation Strategies:

The company is exposed to several risks in the course of its business. The risks on the liabilities front may arise due to more than expected
claims. On the assets front, risks could arise due to the possibility of fluctuations in their market value. The Company is also subject to
expense risk, since until new business volumes grow significantly, the actual expenses of the Company will exceed the expenses loaded into
the product pricing. The Company has implemented adequate safeguards to mitigate these risks. The overall business risks and mitigation
strategies are as are described below:

Strategic Risk

Risk to future earnings or capital in terms of failure to achieve the Company’s strategic or long-term
business plans, either through incorrect choices or improper implementation of those choices.

Mitigation Strategy: Strategic risks are managed through risk identification and review process through
the Enterprise Risk Management framework. Strategic risks and mitigating action plans are monitored
by the Risk Management Committee.

Investment Risk

Risk to Investment Performance can be due to Systematic Risks like Markets, Interest Rates, Liquidity,
etc. or Unsystematic Risk like the company specific or Industry Specific Risks. These risks can impact
the Guarantees, other than hampering the Investment performance on temporary/permanent basis.

Mitigation Strategy: Robust governance structure (Investment Committee) and well defined investment
policies & processes ensure that the risks involved in investments are properly identified and acceptable
levels are defined. Stringent investment norms and approval structure ensures healthy portfolio while
delivering the expected performance. 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
uses systems like MSCI Barra One to evaluate and monitor risks.

Asset Liability Management
(ALM) Risk

An asset-liability mismatch occurs when the financial terms of an institution's assets and liabilities do
not correspond. These can lead to non-payment/deferment of claims, expenses, etc.

Mitigation Strategy: Robust governance structure (ALM Committee) and well defined Asset Liability
Management framework ensures periodic monitoring of the Asset-Liability position of the company.
BSLI’s Asset Liability Management Techniques aims to manage the volume, mix, maturity, rate sensitivity,
quality and liquidity of assets and liabilities as a whole so as to attain a predetermined acceptable risk/
reward ratio. Strategies are reviewed and revised based on the periodic monitoring. Various analyses are
carried out to gauge the impact of the Interest rate movements, market movements and mortality rate
assumptions. Further the NAV guarantee products uses proprietary monitoring mechanisms to ensure
adequate ALM.

Operational Risk

The uncertainty arising from more than expected losses or damage to finances or reputation resulting
from inadequate or failed internal processes, controls, people, systems or external events.

Mitigation Strategy: Operational risks are governed through Operational Risk Management policy. The
Company maintains an operational loss database to track and mitigate risks resulting in financial losses.
The company has also initiated a Risk Control Self Assessment process to embed the control testing
as a part of day to day operations. To control operational risk, operating and reporting processes are
reviewed and updated regularly. Ongoing training through internal and external programs is designed to
equip staff at all levels to meet the demands of their respective positions. The Company has a Business
Continuity Plan in place to manage any business interruption risk. The Company is the first Indian
Insurance company to be BS25999 (British Standard 25999) certified. Fraud management is handled
through an internal committee and is governed by the Fraud Reporting and Investigation Policy.

Insurance Risk

The uncertainty of product performance due to differences between the actual experience and expected
assumptions affecting amount of claims, benefits payments, expenses etc.

Mitigation Strategy: The Company through its risk management policies has set up systems to
continuously monitor its experience with regard to other parameters that affect the value of benefits
offered in the products. Such parameters include policy lapses, premium persistency, maintenance
expenses and investment returns.
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A strong underwriting team is in place to review all proposals from clients, supported by comprehensive
processes and procedures, and guided by international experts. The objective of the underwriting team
is to minimise the risks of abnormal mortality and morbidity by acquiring adequate information, to
determine, whether to accept individual lives, and if so, the extra premium if any, to compensate for any
additional risk.

The operating expenses are monitored very closely. Many products offered by the Company also have
an investment guarantee. The Company has set aside additional reserves to cover this risk. Further, the
possible financial effect of adverse mortality and morbidity experience has been reduced by entering
into reinsurance agreements

Further, the possible financial effect of adverse mortality and morbidity experience has been reduced
by entering into reinsurance agreements with RGA and Swiss Re (international reinsurers) for individual
life business, RGA and Generali (international reinsurers) for group business and Swiss Re (international
reinsurer) for Health business. All reinsurers are specialist international reinsurance companies with
excellent reputation and significant financial strength. The Company has entered into a separate
agreement with RGA to cover the catastrophic risks under group business.

Insurance Risk

Information Security Risk The risk arising from IT systems (Data Leakage, Application Vulnerabilities, Lack of Segregation of Duties
and Access Control), Human error, etc., can cause damage to finances or reputation

Mitigation Strategy: Information Security risks are governed through Information Security policy. The
Company has a comprehensive policy designed to comply with privacy and/or data protection legislations as
specified in Indian Information Technology Act 2008 and Notification dated 11th April, 2011 on protection of
sensitive personal information and it provides direction to Information Security staff as well as management
and employees regarding their responsibilities for the Information Security function. We also perform risk
assessment before any IT applications. Ongoing training through internal and external programs is designed
to equip staff at all levels to meet the demands of their respective positions.

Business Continuity Management Policy:

To have a planned response in the event of any contingency ensuring recovery of critical activities at agreed levels within agreed timeframe
thereby complying with various regulatory requirements and minimising the potential business impact to BSLI. Additionally to create a
system that fosters continuous improvement of business continuity management.

Business Continuity Management Objectives:

1. Ensuring a Proactive response to any contingency.

2. Ensuring recovery of identified critical activities within agreed timeframe.

3. Ensuring that we adhere to our clients, contractual, legal & regulatory requirements.

Business Continuity Management Framework:

Governance through Board Level Risk
Review Committee & B$25999 Framework

Planning Implementation Exercising throuah Review through
through througth Disagster g Internal/BS25999
Business Business Continual
. Recovery/Alternate
Impact Continuity/ . Assessment &
. .. Site, Call Tree
Analysis Crisis . Management
Testing, . 3
& Management . . Review Meeting
- Evacuation Drills & . :
Risk Plan/Alternate Facility Walkthrough with BCMS Steering
Assessment Site & DR Plan g Committee

Embedding Business Continuity in the Culture through Risk Awareness Week,
Workshops, Screen savers & Mailers

(34)




BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Enterprise Risk Management Report

for the year en:ied 31st March, 2013

B. RISK MANAGEMENT COMMITTEE
Governance structure:

( Board of Directors

( Risk Management Committee

( Risk Management Team

( Function Heads

Composition, Meeting, attendance and other details of Risk Management Committee is detailed in Corporate Governance Report in Clause
49 reporting.

The risk management structure comprises of the Risk Management Team and Functional Heads governed by Board level Risk Management
Committee. Briefly the Roles and Responsibilities of the Committee is summarised below:

Scope & Term of Risk Management Committee
Reference Risk Management

—  Requires management to identify and present to the Committee, major areas of risk facing the
business activities of the Company and strategies to manage those risks.

—  Reviews, at least annually, the adequacy of and compliance with the policies implemented for the
management and control of risk, including investment policies, asset-liability risk management,
operational risk, management of risk to reputation, management of outsourcing arrangements and
approves changes to the foregoing as appropriate.

Compliance

—  Reviews at least annually and approves changes to policies or programs that provide for the
monitoring of compliance with legal and regulatory requirements including legislative compliance
management systems.

—  Reviews the status of compliance and regulatory reviews and business practice reviews worldwide,
including at least annually, compliance with codes of conduct of the Aditya Birla Group and Sun
Life Financial.

—  Reviews market conduct practices.
—  Reviews procedures for complying with anti-money laundering and suppression of terrorism laws

and regulations worldwide and monitors and reviews the effectiveness and compliance with those
procedures.

—  Performs such other duties and exercises such other powers as may, from time to time, be
assigned to or vested in the Committee by the Board.

— In addition to above any such other duties and exercises as may be specified by IRDA by way
of notifications or necessary amendments in applicable statutes and/or guidelines, from time
to time.
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INDEPENDENT AUDITORS’ REPORT

To The Members Of Birla Sun Life Insurance Company Limited
Report on the Financial Statements

We have audited the accompanying financial statements of BIRLA SUN LIFE INSURANCE COMPANY LIMITED (the “Company”) which comprise
the Balance Sheet as at 31st March 2013, the Revenue Account (also called the “Policyholders’ Account” or the “Technical Account”), the Profit
and Loss Account (also called the “Shareholders’ Account” or “Non-Technical Account”) and the Receipts and Payments Account for the year then
ended and a summary of significant accounting policies and other explanatory information, annexed thereto.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true and fair view of the Balance Sheet, the related
Revenue Account, the Profit and Loss Account and the Receipts and Payments Account of the Company in accordance with accounting principles
generally accepted in India, including the provisions of the Insurance Act, 1938 (the “Insurance Act”), the Insurance Regulatory and Development
Authority Act, 1999 (the “IRDA Act”), the Insurance Regulatory and Development Authority (Preparation of Financial Statements and Auditor’s
Report of Insurance Companies) Regulations, 2002 (the “IRDA Financial Statements Regulations”), orders / directions issued by Insurance
Regulatory and Development Authority (“IRDA”) in this regard, read with Section 211(3C) of the Companies Act, 1956, to the extent applicable. This
responsibility includes the design, implementation and maintenance of internal control 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with the Standards
on Auditing issued by the Institute of Chartered Accountants of India. Those Standards require that we comply with the ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and the disclosures in the financial statements. 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. In making those risk assessments, the auditors consider the internal controls relevant to the Company’s preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances. An audit also includes
evaluating the appropriateness of the accounting policies used and the reasonableness of the accounting estimates made by the Management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion and to the best of our information and according to the explanations given to us the financial statements are prepared in accordance
with the requirements of the Insurance Act, the IRDA Financial Statements Regulations, the IRDA Act and the Companies Act, 1956, to the extent
applicable and in the manner so required, and give a true and fair view in conformity with the accounting principles generally accepted in India,
as applicable to insurance:

i. in the case of the Balance Sheet, of the state of affairs of the Company as at 31st March 2013;

ii. in the case of the Revenue Account, of the surplus (before contribution from the shareholders’ account) for the year ended at
31st March 2013;

ii.  inthe case of the Profit and Loss Account, of the profit for the year ended at 31st March 2013; and
iv.  inthe case of the Receipts and Payments Account, of the Receipts and Payments for the year ended at 31st March 2013.
Other Matter

The actuarial valuation of liabilities for life policies in force is the responsibility of the Company’s Appointed Actuary (the “Appointed Actuary”). The
actuarial valuation of liabilities for life policies in force and for policies in respect of which premium has been discontinued but liability exists on
financial statements of the Company as at 31st March 2013 has been duly certified by the Appointed Actuary. The Appointed Actuary has certified
to the Company that the assumptions for such valuation are in accordance with the guidelines and norms issued by IRDA and the Institute of
Actuaries of India in concurrence with IRDA. We have relied on the Appointed Actuary’s certificate in this regard for forming our opinion on the
financial statements of the Company.

Report on Other Legal and Regulatory Requirements

1. Asrequired by the IRDA Financial Statements Regulations, we have issued a separate certificate dated April 26, 2013 certifying the matters
specified in paragraph 3 and 4 of Schedule C to the IRDA Financial Statements Regulations.

2. Asrequired by the IRDA Financial Statements Regulations, read with Section 227(3) of the Companies Act, 1956, we report that:

(@ We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for the purposes
of the audit and have found them to be satisfactory;

(b)  Inour opinion and to the best of our information and according to the explanations given to us, proper books of account as required by
law have been maintained by the Company, so far as appears from our examination of those books;

(c) Asthe Company’s financial accounting system is centralised, no returns for the purposes of our audit are prepared at the branches of
the Company;

(d) The Balance Sheet, the Revenue Account, the Profit and Loss Account and the Receipts and Payments Account referred to in this report
are in agreement with the books of account;
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©)

The Balance sheet, the Revenue Account, the Profit and Loss Account and the Receipts and Payments Account dealt with by this
report comply with the Accounting Standards referred to in sub-section (3C) of Section 211 of the Companies Act, 1956 and the
Rules framed thereunder to the extent they are not inconsistent with the accounting principles prescribed in the Regulations and
orders / directions issued by IRDA in this regard:

() Inour opinion and to the best of our information and according to the explanations given to us, investments have been valued in
accordance with the provisions of the Insurance Act, the Regulations and / or orders / directions issued by IRDA in this regard;
(@ The accounting policies selected by the Company are appropriate and are in compliance with the applicable Accounting
Standards referred to in sub-section (3C) of Section 211 of the Companies Act, 1956 and the Rules framed thereunder and with
the accounting principles as prescribed in the IRDA Financial Statements Regulations and orders / directions issued by IRDA in
this regard; and
(h)  On the basis of written representations received from the Directors of the Company, as on March 31, 2013 and taken on record
by the Board of Directors, none of the Directors is disqualified as on March 31, 2013 from being appointed as a Director in terms
of clause (g) of sub-section (1) of Section 274 of the Companies Act, 1956.
For S. R. Batliboi & Associates LLP For Fraser & Ross
Chartered Accountants Chartered Accountants
Registration No. 101049W Registration No. 000829S
per Amit Majmudar S. Ganesh
Partner Partner
Mumbai, 26th April, 2013 Membership No. 36656 Membership No. 204108
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Independent Auditors’ Certificate

[Ref: Certificate in accordance with the Regulation 13 (D) (7) of the IRDA (Investment) (5th Amendment) Regulations, 2013 notified on 16th
February, 2013 in the Gazette of India read with subsequent clarification IRDA circular Ref: IRDA/F&I/INV/CIR/062/03/2013 dated March 26, 2013
and IRDA letter dated March 29, 2013 (“the Regulations”)]

1.

At the request of Birla Sun Life Insurance Company Limited (‘the Company’), we have performed the procedures stated in paragraph 2 below,
for the purpose of issuing a certificate required by the Regulations, regarding the declaration and application of the Net Asset Value (‘NAV’)
of the schemes of the Company as at March 31, 2013.

In this connection, we have performed the following procedures:

(@ Obtained representation from the management that the Company has declared March 31, 2013 as a working day based on IRDA
circular Ref: IRDA/F&I/INV/CIR/062/03/2013 dated March 26, 2013 for accepting application forms and that it has declared NAV for
March 31, 2013;

(b) Obtained the list of New Business applications, Renewal applications and applications for Surrender, Free — Look Cancellation,
Fund Switches, Partial Withdrawal and Top Ups received towards Unit-Linked Products on 31st March, 2013 (together referred to as
“application forms”), from the Management;

(c) Selected samples of application forms from listing mentioned in paragraph 2(b) above and for the samples selected verified
whether:

i) the applications received on Sunday, March 31, 2013, upto 3.00 p.m. have been processed with the NAV of March 31, 2013; and
i) the applications received on Sunday, March 31, 2013, after 3.00 p.m. hours have been processed with the NAV of April 1, 2013.

The compliance with conditions stated in the Regulation is the responsibility of the Company’s management. Our responsibility is to perform
the above-mentioned procedures on the particulars and state our findings. We performed the above-mentioned procedures, in accordance
with the Guidance Note on Audit Reports and Certificates for Special Purposes issued by the Institute of Chartered Accountants of India
(“ICAI”). The above-mentioned procedures include examining evidence supporting the particulars on a test basis. Further, our scope of
work did not involve us performing audit tests for the purposes of expressing an opinion on the fairness or accuracy of any of the financial
information or the financial statements of the Company taken as a whole. We have not performed an audit, the objective of which would be
the expression of an opinion on the financial statements, specified elements, accounts or items thereof, for the purpose of this certificate.
Accordingly, we do not express such opinion.

Based on the procedures performed by us, as mentioned in paragraph 2 above, according to the information and explanations provided to

us and representation by the Company’s management, we confirm that:

(@ The Company had declared March 31, 2013 as a business day for accepting applications;

(b)  The Company has declared NAV for March 31, 2013;

()  The applications received on Sunday, March 31, 2013 upto 3.00 p.m. have been processed with the NAV of March 31, 2013; and

(d) The application received on Sunday, March 31, 2013 after 3.00 p.m. have been processed with the NAV of next business day
i.e., April 01,2013

This certificate is issued at the request of the Company solely for use of the Company for inclusion in the annual accounts as per Regulation
13 (D) (7) of the Regulations and is not intended to be used or distributed for any other purpose.

For S. R. Batliboi & Associates LLP For Fraser & Ross
Chartered Accountants Chartered Accountants
Firm’s Registration No. 101049W Firm’s Registration No. 000829S

per Amit Majmudar S. Ganesh
Partner Partner
Membership No. 36656 Membership No. 204108

Mumbai, 26th April, 2013 Mumbai Bangalore
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Independent Auditors’ Certificate

In accordance with the information and explanations given to us and to the best of our knowledge and belief and based on our examination of the
books of account and other records maintained by Birla Sun Life Insurance Company Limited (‘the Company’) for the year ended March 31, 2013,
we certify that:

1. We have reviewed the Management Report attached to the financial statements for the year ended March 31, 2013, and on the basis of our
review, there is no apparent mistake or material inconsistencies with the financial statements;

2. Based on management representations and compliance certificates submitted to the Board of Directors by the officers of the Company
charged with compliance and the same being noted by the Board, we certify that the Company has complied with the terms and conditions
of registration stipulated by Insurance Regulatory and Development Authority (IRDA);

3. We have verified the cash balances, to the extent considered necessary, and securities relating to the Company’s loans and investments
as at March 31, 2013, by actual inspection or on the basis of certificates / confirmations received from the Custodian and/ or Depository
Participants appointed by the Company, as the case may be. As at March 31, 2013, the Company does not have reversions and life
interests;

4. The Company is not a trustee of any trust; and

5. No part of the assets of the Policyholders’ Funds has been directly or indirectly applied in contravention to the provisions of the Insurance
Act, 1938, relating to the application and investments of the Policyholders’ Funds.

This certificate is issued to comply with Schedule C of the Insurance Regulatory and Development Authority (Preparation of Financial Statements
and Auditor’s Report of Insurance Companies) Regulations 2002, (the “(the “IRDA Financial Statements Regulations”)”) read with Regulation 3 of
the IRDA Financial Statements Regulations and is not intended to be used or distributed for any other purpose.

For S. R. Batliboi & Associates LLP For Fraser & Ross

Chartered Accountants Chartered Accountants

Registration No. 101049W Registration No. 000829S

per Amit Majmudar S. Ganesh

Partner Partner

Membership No. 36656 Membership No. 204108

Mumbai, 26th April, 2013 Mumbai Bangalore
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Revenue Account

for the year ended 31st March, 2013

BIRLA SUN LIFE INSURANCE COMPANY LIMITED Form A-RA
Registration Number: 109 dated 31st January 2001

Policyholders’ Account (Technical Account)
(Amounts in thousands of Indian Rupees)

Particulars Schedule Year ended Year ended
31st March 2013 31st March 2012
Premiums earned - Net
(@ Premium 1 52,162,991 58,853,594
(b) Reinsurance ceded (1,645,530) (1,375,857)
(c) Reinsurance accepted - -
Sub-Total 50,517,461 57,477,737
Income from investments
(@) Interest, Dividend & Rent — Gross 10,940,692 9,567,643
(b)  Profit on Sale/Redemption of Investments 11,114,871 5,822,017
(c) (Loss) on Sale/Redemption of Investments (4,724,259) (13,458,611)
(d) Transfer/Gain (Loss) on revaluation/Change in Fair value 3,385,269 (3,485,771)
(e)  Gain/(Loss) on Amortisation (16,081) (77,958)
Sub-Total 20,700,492 (1,632,680)
Other Income
(@) Contribution from the Shareholders’ Account (Refer schedule 16, note 6) 1,994,559 3,287,343
(b) Others (Interest etc.) 366,568 298,060
Sub-Total 2,361,127 3,585,403
Total (A) 73,579,080 59,430,460
Commission 2 3,004,767 3,254,002
Operating Expenses related to Insurance Business 3 11,597,047 12,151,175
Provision for doubtful debts - -
Bad Debts written off - _
Provision for Tax (including earlier years) - -
Provision (other than taxation)
(@)  For diminution in value of investments (net) - -
(b) Others - -
Total (B) 14,601,814 15,405,177
Benefits paid (Net) 4 36,586,379 27,046,221
Interim Bonuses Paid - -
Change in valuation of liability in respect of life policies
(@) Gross 7,150,889 4,533,945
(b) Fund Reserve 10,394,052 6,340,460
(c)  Premium Discontinuance Fund — Linked 1,612,473 431,538
(d) (Amount ceded in Re-insurance) (1,169,350) (823,696)
(e)  Amount accepted in Re-insurance - -
Total (C) 54,574,443 37,528,468
Surplus (D) = (A) - (B) - (C) 4,402,823 6,496,815
Appropriations
Transfer to Shareholders’ Account (Refer schedule 16, note 6) 6,266,015 7,107,686
Transfer to Other Reserve - -
(Release from)/Transfer to Funds for Future Appropriation (1,863,192) (610,871)
Total (D) 4,402,823 6,496,815
The total surplus as mentioned below :
(@ Interim Bonuses Paid - -
(b)  Allocation of Bonus to Policyholders 49,379 -
(c)  Surplus shown in the Revenue Account 4,402,823 6,496,815
Total Surplus [(a)+(b)+(c)] 4,452,202 6,496,815
Significant Accounting Policies and Disclosures 16
The schedules and accompanying notes are an integral part of this Revenue account

As required by Section 40B(4) of the Insurance Act, 1938 we certify that all expenses of Management in respect of life insurance business transacted in India by the Company have been
fully debited to the Policyholders’ Account.

In terms of our report attached.

For S. R. Batliboi & Associates LLP For Fraser & Ross For and on behalf of the Board of Directors
Chartered Accountants Chartered Accountants
Firm Registration No.101049W Firm Registration No. 000829S
per Amit Majmudar S. Ganesh Kumar Mangalam Birla Donald A. Stewart Gian P. Gupta
Partner Partner Chairmen Director Director
Membership No. 36656 Membership No. 204108
Jayant Dua Mayank Bathwal
Managing Director & CEO Chief Financial Officer
Anil Kumar Singh Ashish Lakhtakia
Chief Actuarial Officer & Company Secretary
Mumbai, 26th April, 2013 Appointed Actuary



BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Profit and Loss Account

for the year ended 31st March, 2013

BIRLA SUN LIFE INSURANGE COMPANY LIMITED Form A- PL
Registration Number: 109 dated 31st January 2001
Profit and Loss Account for year ended 31st March, 2013
(Amounts in thousands of Indian Rupees)
: Year ended Year ended

Farticulars el 31stMarch 2013 31st March 2012
Amounts transferred from Policyholders’ Account (Technical Account) 6,266,015 7,107,686
(Refer Schedule 16, Note 6)
Income from Investments
(@) Interest, Dividend & Rent - Gross 1,131,764 785,703
(b)  Profit on sale/redemption of investments 39,372 24,666
(c) (Loss) on sale/redemption of investments (9,188) (346)
(d) Gain/(Loss) on Amortisation (2,045) (6,397)
Other Income - _

Total (A) 7,425,918 7,911,312
Expense other than those directly related to the insurance business 16,328 16,679
Bad debts written off - -
Provision (other than taxation)

(@  For diminution in the value of investment (net) - -
(b)  Provision for doubtful debts - -
(c) Others - -
(d)  Contribution to the Policyholders’ Account 1,994,559 3,287,343

(Refer Schedule 16 Note 6)

Total (B) 2,010,887 3,304,022
Profit before tax 5,415,031 4,607,290
Provision for taxation - _
Profit after tax 5,415,031 4,607,290
Appropriations
(@) Balance at the beginning of the period (13,762,293) (17,225,082)
(b) Interim dividends during the period 1,969,500 984,750
(c) Proposed final dividend 1,181,700 -
(d) Dividend distribution tax 520,332 159,751
(e)  Transfer to reserves/other accounts 406,127 -
Loss carried forward to Balance Sheet (12,424,921) (13,762,293)
Earning Per Share (Basic and Diluted), Face Value of ¥ 10 (inX) 2.75 2.34
(Refer Schedule 16, Note 11)

Significant Accounting Policies and Disclosures 16

The schedules and accompanying notes are an integral part of this Profit and Loss Account

In terms of our report attached.

For S. R. Batliboi & Associates LLP  For Fraser & Ross For and on behalf of the Board of Directors

Chartered Accountants Chartered Accountants
Firm Registration No. 101049W Firm Registration No. 000829S
per Amit Majmudar S. Ganesh Kumar Mangalam Birla Donald A. Stewart  Gian P. Gupta
Partner Partner Chairman Director Director
Membership No. 36656 Membership No. 204108

Jayant Dua Mayank Bathwal

Managing Director & CEO Chief Financial Officer

Anil Kumar Singh Ashish Lakhtakia

Chief Actuarial Company Secretary

Officer & Appointed Actuary

Mumbai, 26th April, 2013
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Balance Sheet

for the year ended 31st March, 2013

BIRLA SUN LIFE INSURANGE COMPANY LIMITED Form A-BS
Registration Number: 109 dated 31st January 2001

Balance Sheet as at 31st March, 2013
(Amounts in thousands of Indian Rupees)

. Year ended Year ended
U L) SR 31stMarch2013  31st March 2012
Sources of Funds
Shareholders’ funds:
Share Capital 5 19,695,000 19,695,000
Reserves and Surplus 6 5,206,127 4,800,000
Credit/(Debit)/Fair Value Change Account 27 47
Sub-Total 24,901,154 24,495,047
Borrowings 7 - -
Policyholders’ Funds:
Credit/(Debit) Fair Value Change Account (3,667) (1,577)
Policy Liabilities 20,300,360 14,318,822
Insurance Reserves - -
Provision for Linked Liabilities 187,068,996 180,060,213
Funds for discontinued policies
()  Discontinued on account of non-payment of premium 2,050,412 437,939
(i)  Others - -
Credit/(Debit) Fair Value Change Account (Linked) 4,251,315 866,046
Total Linked Liabilities 193,370,723 181,364,198
Sub-Total 213,667,416 195,681,443
Funds for Future Appropriation
— Linked Liabilities 2,095,678 3,958,870
Total 240,664,248 224,135,360
Application of Funds
Investments
Shareholders’ 8 13,706,870 10,153,273
Policyholders’ 8A 22,214,668 19,583,057
Assets Held to Cover Linked Liabilities 8B 193,370,723 181,364,198
Loans 9 280,690 250,239
Fixed Assets 10 342,351 395,861
Current Assets
Cash and Bank Balances 11 5,442,434 6,404,658
Advances and Other Assets 12 3,068,528 2,380,549
Sub-Total (A) 8,510,962 8,785,207
Current Liabilities 13 8,574,105 9,561,757
Provisions 14 1,612,832 597,011
Sub-Total (B) 10,186,937 10,158,768
Net Current Assets (C) = (A-B) (1,675,975) (1,373,561)
Miscellaneous Expenditure
(To the extent not written off or Adjusted) 15 - -
Debit Balance in Profit and Loss Account (Shareholders’ Account) 12,424,921 13,762,293
Total 240,664,248 224,135,360
Significant Accounting Policies and Disclosures 16

The schedules and accompanying notes are an integral part of this Balance Sheet

In terms of our report attached.

For S. R. Batliboi & Associates LLP  For Fraser & Ross For and on behalf of the Board of Directors
Chartered Accountants Chartered Accountants
Firm Registration No.101049W Firm Registration No. 000829S
per Amit Majmudar S. Ganesh Kumar Mangalam Birla Donald A. Stewart  Gian P. Gupta
Partner Partner Chairman Director Director
Membership No. 36656 Membership No. 204108

Jayant Dua Mayank Bathwal

Managing Director & CEO Chief Financial Officer

Anil Kumar Singh Ashish Lakhtakia

Chief Actuarial Company Secretary

Officer & Appointed Actuary

Mumbai, 26th April, 2013
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 1
Premium
(Amounts in thousands of Indian Rupees)
Particulars Year ended Year ended
31st March 2013 31st March 2012
1 First Year Premium 18,101,995 18,434,624
2 Renewal Premium 33,797,861 39,591,916
3 Single Premium 263,135 827,054
Total Gross Premium 52,162,991 58,853,594
Premium Income from Business written :
In India 52,162,991 58,853,594
Outside India - _
Total Premium 52,162,991 58,853,594
Note: Refer Schedule 16 Note 2 (c) (i)
Schedule 2
Commission expenses
(Amounts in thousands of Indian Rupees)
Year ended Year ended

LTS 31stMarch 2013 31st March 2012

Commission Paid

Direct - First Year Premium 1,824,484 1,774,394
Renewal Premium 1,175,774 1,463,689
Single Premium 4,509 15,919
Sub-total 3,004,767 3,254,002

Add: Commission on Re-insurance Accepted - -
Less: Commission on Re-insurance Ceded - -

Others :
Bonus Commission - -
Net Commission 3,004,767 3,254,002

Breakup of Commission

Particulars

Individual Agents 1,766,249 1,877,749

Brokers 274,396 342,279

Corporate Agents 962,568 1,032,219

Referral 1,554 1,755
Total 3,004,767 3,254,002

Note: Refer Schedule 16 Note 2 (e)
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 3
Operating Expenses Related to Insurance Business
(Amounts in thousands of Indian Rupees)

Particulars Year ended Year ended
31st March 2013 31st March 2012
1 Employees’ remuneration, welfare benefits and other manpower costs 5,332,986 5,790,187
2 Travel, conveyance and vehicle running expenses 239,430 249,607
3 Training expenses 67,201 138,251
4 Rents, rates and taxes 805,936 844,854
5 Repairs & maintenance 271,005 274,807
6  Printing and stationery 120,188 240,706
7 Communication expenses 219,630 253,704
8  Legal and professional charges 24,370 187,858
9  Medical fees 56,976 61,572
10  Auditor’s fees, expenses, etc.

(@ i) asauditor 5,400 5,400
ii) out of pocket expenses 322 315

(b)  as advisor or in any other capacity, in respect of
i) Taxation services/matters - -
i) Management services 1,318 284
11 Advertisement and publicity 946,668 807,893
12  Interest and bank charges 99,487 161,800
13 Others: 1) Distribution expenses 463,232 493,717
2) Agents recruitment, seminar and other expenses 26,628 32,228
3) Recruitment and seminar expenses 113,264 167,020
4) IT expenses (including maintenance) 413,385 346,390
5) Policy stamps 172,829 151,307
6) (Profit)/Loss on sale of assets 7,455 1,033
7) Service Tax expenditure including provision for - (74,056)

unutilised credit* [Refer Schedule 16, Note 32]

8) Electricity expenses 202,607 179,917
9) Miscellaneous expenses 33,608 30,884
10) Outsourcing expenses 314,469 316,744
14 Depreciation 172,661 252,328
15  Service tax on premium 1,485,992 1,236,425
Total 11,597,047 12,151,175

* Includes reversal of impairment relating to unutilised credit of service tax for earlier years
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 4
Benefits Paid (Net)
(Amounts in thousands of Indian Rupees)

Year ended Year ended

e e 31stMarch 2013 31st March 2012

1 Insurance Claims:

(@) Claims by Death 3,134,917 2,568,600
(b)  Claims by Maturity 263,607 133,217
(c)  Annuities/Pension payment 2,118 554
(d)  Other benefits (Surrender/Withdrawals/Health) 34,499,503 25,223,183
2 (Amount ceded in reinsurance):
(@)  Claims by Death (1,310,299) (871,430)
(b)  Claims by Maturity - -
(c)  Annuities/Pension Payment - -
(d)  Other benefits (Health) (3,467) (7,903)

3 Amount accepted in reinsurance:

a) Claims by Death - -

b)  Claims by Maturity - —

c)  Annuities/Pension Payment - -
)

(
(
(
(d)  Other benefits - -

Total 36,586,379 27,046,221

Benefits paid to Claimants
1 Inindia 36,586,379 27,046,221
2 Outside India - -

Total 36,586,379 27,046,221

Note: Refer Schedule 16 Note 2 (d)

Schedule 5
Share Capital
(Amounts in thousands of Indian Rupees)

As at As at

e 31stMarch 2013 31st March 2012

1 Authorised Capital

3,750,000,000 Equity Shares of T 10/- each 37,500,000 37,500,000
2 Issued, Subscribed & Paid-up Capital
1,969,500,000 Equity Shares (Previous Year : 19,695,000 19,695,000

1,969,500,000 Equity Shares) of ¥ 10/- each fully paid-up
Less: Preliminary Expenses - -

Total 19,695,000 19,695,000

Note: Of the above,1,457,430,000 Equity Shares (Previous Year: 1,457,430,000 equity shares) of ¥ 10/- each are held by Aditya Birla Nuvo
Limited, the holding Company.
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 5A
Pattern of shareholding (As certified by the Management)
(Amounts in thousands of Indian Rupees)

As at 31st March 2013 As at 31st March 2012
Shareholder

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

Promoters:
Indian 1,457,430,000 74% 1,457,430,000 74%
Foreign 512,070,000 26% 512,070,000 26%
Others - - - -

Total 1,969,500,000 100% 1,969,500,000 100%

Schedule 6
Reserves and Surplus
(Amounts in thousands of Indian Rupees)

As at As at As at As at

e B E 31stMarch2013  31stMarch2013  31stMarch2012  31st March 2012

—_

Capital Reserve -
Capital Redemption Reserve -
Share Premium
Opening balance 4,800,000 4,800,000
Add: Additions during the year - -
Less: Utilised during the year - 4,800,000 - 4,800,000
Revaluation Reserve -
General Reserve 406,127
Catastrophe Reserve -
Balance of profit in Profit and Loss Account -

Total 5,206,127 4,800,000

w N

~N o o~

Schedule 7
Borrowings
(Amounts in thousands of Indian Rupees)

As at As at

LN 31stMarch2013  31st March 2012

Debentures/Bonds - _
Banks - _
Financial Institutions - —
Others - _

Total - _

B w N =
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 8
Investments - Shareholders
(Amounts in thousands of Indian Rupees)

As at As at

LTS 31stMarch 2013 31st March 2012

LONG-TERM INVESTMENTS
1 Government securities and Government guaranteed bonds including Treasury Bills

(Refer Schedule 16, note 17 (iii)) 6,421,097 5,789,609

2 Other Approved Securities 447,260 -
3 Other Investments

(@ Shares - -

(@a) Equity - -

(bb) Preference - -

()  Mutual Funds - -
(c) Derivative Instruments - -
(d) Debentures/Bonds 2,073,403 607,814
(e)  Other Securities 99,000 99,000
()  Subsidiaries - -
(@ Investment Properties-Real Estate - -
4 Investments in Infrastructure and Social Sector 3,721,416 2,858,861
5 Other than Approved Investments 296,530 296,530
Total (A) 13,058,706 9,651,814
SHORT-TERM INVESTMENTS
1 Government securities and Government guaranteed bonds including Treasury Bills 85,709 31,391

2 Other Approved Securities
— Fixed Deposits - —
— Others 101,965 68,443

3 Other Investments - -
(@ Shares - -
(@aa) Equity - -
(bb) Preference - -
(b)  Mutual Funds - 151,447
(c) Derivative Instruments - -
(d) Debentures/Bonds 100,000 25,000
(e)  Other Securities - -
()  Subsidiaries - -
(@) Investment Properties - Real Estate - -
4 Investments in Infrastructure and Social Sector 344,631 200,178
5  Outstanding trades - -
6  Other than Approved Investments 15,859 25,000
Total (B) 648,164 501,459
TOTAL (A) + (B) 13,706,870 10,153,273
Notes:
1 Aggregate amount of Company’s investments (other than listed equity securities, mutual fund and derivative instruments) and the market
value thereof
Particulars GEL GEL
31st March 2013 31st March 2012
Aggregate amount of Company’s investments other than listed equity securities, mutual fund and 13,696,216 10,001,826
derivative instruments
Market value of above Investments 13,927,174 9,828,106

2 Investments in subsidiary/holding companies, joint ventures and associates at cost is T Nil (Previous year X Nil)

3 Investments made out of Catastrophe reserve is I Nil

4 Debt Securities are held to maturity and reduction in market values represent market conditions and not a permanent diminution in value of
investments, if any.

5  Historical cost of Mutual Fund included above is ¥ 10,128 (Previous Year: X 151,400) and equity ¥ 12,500 (Previous year: X 12,500)

6  Refer Schedule 16 Note 2 (f)
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 8A
Investments - Policyholders
(Amounts in thousands of Indian Rupees)

Particulars GIEL GIEL
31st March 2013 31st March 2012
LONG-TERM INVESTMENTS
1 Government securities and Government guaranteed bonds including Treasury Bills 8,583,326 6,000,603
2 Other Approved Securities 522,640 -
3 Other Investments
(@ Shares - -
(@aa) Equity 102,451 73,664
(bb) Preference - -
(b)  Mutual Funds - -
(c)  Derivative Instruments - -
(d) Debentures/Bonds 3,050,619 2,322,646
(e)  Other Securities 435,200 6,000
()  Subsidiaries - -
(@) Investment Properties-Real Estate - -
4 Investment in Infrastructure and Social Sector 3,128,592 3,569,947
5  Other than Approved Investments 12,098 -
Total (A) 15,834,926 11,972,860
SHORT-TERM INVESTMENTS
1 Government securities and Government guaranteed bonds including Treasury Bills 2,672,718 4,005,956
2 Other Approved Securities
— Fixed Deposits 110,000 348,600
— Others 1,396,760 1,505,969
3 Other Investments
(@  Shares
(@aa) Equity - -
(bb) Preference - -
(b)  Mutual fund - 111,612
(c) Derivative Instruments - -
(d) Debentures/Bonds 1,061,010 427,046
(e)  Other Securities - -
(f)  Subsidiaries - -
(@ Investment Properties - Real Estate - -
4 Investment in Infrastructure and Social Sector 1,008,378 1,211,014
5  Other than Approved Investments 130,876
Total (B) 6,379,742 7,610,197
TOTAL (A) + (B) 22,214,668 19,583,057
Notes:
1 Aggregate amount of Company’s investments (other than listed equity securities, mutual fund and derivative instruments) and the market
value thereof
Particulars GHEL L
31st March 2013 31st March 2012
Aggregate amount of company's investments other than listed equity securities, mutual fund and 2,19,76,545 1,93,79,360
derivative instruments
Market value of above Investments 2,22,58,143 1,91,89,316

2 Investments in subsidiary/holding companies, joint ventures and associates at cost is ¥ Nil (Previous year ¥ Nil)
3 Investments made out of Catastrophe reserve is X Nil

4 Debt Securities are held to maturity and reduction in market values represent market conditions and not a permanent diminution in value of
investments, if any.

5  Historical cost of Mutual Fund & Equity included above is ¥ 112,841 (Previous Year: ¥ 111,157) and equity ¥ 128,949 (Previous year: 93,696)
6  Refer Schedule 16 Note 2 (f)

(48)



BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 8B
Assets held to cover linked liabilities
(Amounts in thousands of Indian Rupees)

Particulars GIEL GOEL
31st March 2013 31st March 2012
LONG-TERM INVESTMENTS
1 Government securities and Government guaranteed bonds including Treasury Bills 26,742,793 22,360,052
2 Other Approved Securities 942,801 -
3 Other Investments
(@ Shares - -
(aa) Equity 79,891,610 77,069,920
(bb) Preference - -
(b)  Mutual Funds - -
(c) Derivative Instruments - -
(d)  Debentures/Bonds* 18,655,621 16,964,250
(e)  Other Securities 3,251,000 496,000
(f)  Subsidiaries - -
(@ Investment Properties - Real Estate - -
4 Investments in Infrastructure and Social Sector 26,333,100 26,109,378
5  Other than Approved Investments 6,193,609 8,533,233
Total (A) 162,010,534 151,532,833
SHORT-TERM INVESTMENTS
1 Government securities and Government guaranteed bonds including Treasury Bills 583,757 24,112
2 Other Approved Securities
— Fixed Deposits 3,740,500 4,248,200
— Others 7,404,330 12,652,313
3 Other Investments
(@ Shares - -
(aa) Equity - -
(bb) Preference - -
(b)  Mutual Funds 0 1,590,568
(c)  Derivative Instruments - -
(d) Debentures/Bonds 5,650,393 3,771,152
(e)  Other Securities - -
()  Application Money - -
(@ Subsidiaries - -
(h)  Investment Properties - Real Estate - -
4 Investments in Infrastructure and Social Sector 2,830,832 3,336,708
5 Other than Approved Investments 6,059,901 1,227,575
Total (B) 26,269,713 26,850,628
OTHER ASSETS
1 Bank Balances 1,776,043 1,140,345
2 Interest Accrued on Investments 2,819,970 2,391,635
3 Fund Charges 0 -
4 Qutstanding Contracts (Net) 494,463 (551,243)
Total (C) 5,090,476 2,980,737
TOTAL (A) + (B) + (C) 193,370,723 181,364,198
Notes:

1 Particulars

* Investment in Aditya Birla Nuvo Limited (Holding Company)

As at

31st March 2013

248,365

As at

31st March 2012

248,365
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

Schedule 9
Loans
(Amounts in thousands of Indian Rupees)

As at As at

LN 31stMarch 2013 31st March 2012

1 Security-wise classification
Secured

(@  On mortgage of property

(@a@) InIndia - -

(bb) Outside India - -

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

(c) Loans against Policies 280,690 250,239

(d) Others - -

Unsecured - -

Total 280,690 250,239

2  Borrower-wise classification
a) Central and State Governments - -
b)  Banks and Financial Institutions - -

(
(
(
(
(

c) Subsidiaries - -
d) Companies - _
e) Loans against Policies 280,690 250,239
(f)  Others - -
Total 280,690 250,239

3  Performance-wise classification
(@ Loans classified as standard:

(@a) InIndia 280,690 250,239

(bb) Outside India - -

(b)  Non-standard loans less provisions

(@a@) InIndia - -

(bb) Outside India - -

Total 280,690 250,239

4  Maturity-wise classification
(@  Short-term - -
(b)  Long-term 280,690 250,239

Total 280,690 250,239

Note: Refer Schedule 16 Note 2 (g)
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
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for the year ended 31st March, 2013

Schedule 11
Cash and Bank Balances
(Amounts in thousands of Indian Rupees)

Particulars B BEEL
31st March 2013 31st March 2012
1 Cash (including cheques on hand X 847,399 Previous year X 821,286) 1,016,176 984,884
(Stamps on hand ¥ 30,892 Previous year X 6,018)
2 Bank Balances
(@ Deposit Accounts
(@aa) Short-term (due within 12 months) 3,917,213 3,349,701
(bb) Others - _
(b)  Current Accounts 509,045 2,070,073
(c) Others - -
3 Money at Call and Short Notice
(@  With Banks - -
(b)  With other Institutions - -
4  Others - -
Total 5,442,434 6,404,658
Balances with non-scheduled banks included in 2 above - -
Cash and Bank Balances
1 In India 5,442,434 6,404,658
2 Outside India - _
Total 5,442,434 6,404,658
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Schedule 12
Advances and Other Assets
(Amounts in thousands of Indian Rupees)

Particulars As at As at
31st March 2013 31st March 2012
ADVANCES
1 Reserve deposits with ceding companies - -
2 Application money for investments - -
3 Prepayments 196,356 186,482
4 Advances to Directors/Officers - -
5  Advance tax paid and taxes deducted at source 2,416 12,483
6  Other advances
(@  Advance to Suppliers/Contractors 89,028 163,251
(b)  Others 26,372 29,328
Total (A) 314,172 391,544
OTHER ASSETS
1 Income accrued on Investments 1,139,607 845,630
2 Outstanding Premiums 747,211 408,555
3 Agent’s Balances (gross) 27,785 34,171
Less: Provision for doubtful debts - 27,785 - 34,171
4 Foreign Agencies Balances - -
5  Due from other Entities carrying on 359 516
insurance business
6  Due from holding company - -
7 Deposit with Reserve Bank of India - -
8 Service Tax unutilised credits 355,458 221,762
Less: Provision for Service Tax unutilised credits (107,160) 248,298 (107,160) 114,602
9  Others-
Deposits & Others 440,948 435,531
Outstanding Trades 136 -
Insurance Policies (Leave Encashment) 150,012 150,000
Application money for Investment - -
Total (B) 2,754,356 1,989,005
Total (A + B) 3,068,528 2,380,549
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Schedule 13
Current Liabilities
(Amounts in thousands of Indian Rupees)

Particulars GIEL GIEL

31st March 2013 31st March 2012

1 Agent’s Balance 569,717 561,024

2 Balances due to other insurance companies 175,008 78,048

3 Deposits held on re-insurance ceded - -

4 Premiums received in advance 1,876,100 2,008,670

5  Unallocated premiums 2 159

6  Sundry Creditors* 2,621,248 2,984,736

7 Due to holding company - -

8 Claims outstanding 46,368 23,660

9 Annuities Due - -

10  Due to Officers/Directors - -
11 Others

(@  Policy Application and other Deposits 809,677 694,695

(b)  Due to Policyholders 26,698 108,591

(c) Taxes Payable 244,768 116,047

(d) Temporary Overdraft (as per books only) - -

(e)  Unclaimed amounts of policyholders 2,204,519 2,001,377

()  Interim dividend payable - 984,750

Total 8,574,105 9,561,757

* There are no Micro, Small and Medium Enterprises to whom the Company owes dues, which are outstanding for more than 45 days as at
31st March 2013. This information as required to be disclosed under the Micro, Small & Medium Enterprises Development Act, 2006 has been
determined to the extent such parties have been identified on the basis of information available with the Company.
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Schedule 14
Provisions
(Amounts in thousands of Indian Rupees)
Particulars GIEL GEL
31st March 2013 31st March 2012
1 For taxation
(@  Provision for wealth tax 628 684
2 For proposed dividends 1,181,700 -
3 For dividend distribution tax 200,830 -
4  QOthers
(@)  Provision for long-term bonus plan [Refer Schedule 16, Note 25(a) & (b)] 83,434 431,297
(b)  Provision for renewal bonus [Refer Schedule 16, Note 25(b)] - 664
(c)  Provision for gratuity [Refer Schedule 16, Note 26(a)(i)] - 2,602
(d) Provision for leave encashment [Refer Schedule 16, Note 26(a)(ii)] 146,240 161,764
Total 1,612,832 597,011
Schedule 15
Miscellaneous Expenditure
(To the extent not written off or adjusted)
(Amounts in thousands of Indian Rupees)
Particulars el Gl
31st March 2013 31st March 2012

1 Discount Allowed in issue of shares/debentures
2 Others

Total
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Registration Number: 109 dated 31st January 2001

Schedules forming part of the Financial Statements for the year ended 31st March 2013
(Amounts in thousands of Indian Rupees)

Schedule 16

Notes to the Financial Statements

Background

Birla Sun Life Insurance Company Limited (‘the Company’), headquartered at Mumbai, had commenced operations on 19th March 2001,
after receiving the license to transact life insurance business in India from the Insurance Regulatory and Development Authority (‘IRDA’) on
31st January 2001. The license has been renewed annually and is in force as at 31st March 2013.

The Company is a joint venture between Aditya Birla Nuvo Limited, a Company of the Aditya Birla Group of India (74 percent) and Sun Life
Financial (India) Insurance Investments Inc., subsidiary of Sun Life Assurance Company of Canada (26 percent). This business spans across
individual and group products and covers participating, non-participating and unit linked lines of businesses. Riders covering additional
benefits are offered under these products. These products are distributed through individual agents, corporate agents, banks, brokers and
other intermediaries across the country.

Significant Accounting Policies

1.

a)

b)

c)

Basis of preparation

The accompanying financial statements have been prepared and presented under the historical cost convention, on the accrual basis of
accounting, in accordance with the accounting principles generally accepted in India, in compliance with the Accounting Standards (‘AS’)
Rules, 2006, in terms of section 211(3C) of the Companies Act, 1956, to the extent applicable, and in accordance with the provisions of
the Insurance Act, 1938, the Insurance Regulatory and Development Authority (Preparation of Financial Statements and Auditors’ Report
of Insurance Companies) Regulations, 2002 (‘the regulations’), the Insurance Regulatory and Development Authority Act, 1999, various
circulars issued by IRDA and practices prevailing in the insurance industry in India. The accounting policies have been consistently applied
by the Company.
The management evaluates all recently issued or revised accounting pronouncements on an ongoing basis.
Use of estimates
The preparation of the financial statements in conformity with generally accepted accounting principles (‘GAAP’) requires that the
Company’s management make 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 of the date of the financial statements.
The estimates and assumptions used in the financial statements are based upon management’s evaluation of the relevant facts and
circumstances as on date of the financial statement. Any revision to accounting estimates is recognised prospectively. Examples of
such estimates include valuation of policy liabilities, provision for linked liabilities, funds for future appropriations, provision for doubtful
debts, valuation of unlisted securities, if any, valuation of debt securities, future obligations under employee retirement benefits plans
and the useful lives of fixed assets, etc. Actual results could differ from these estimates.
Revenue recognition
I. Premium Income
Premium is recognised as income when due from policyholders. For unit linked business, premium income is recognised when
the associated units are created. Premium on lapsed policies is recognised as income when such policies are reinstated. In case
of linked business, top up premium paid by policyholders are considered as single premium and are unitised as prescribed by
the regulations. This premium is recognised when the associated units are created.
ii. ~ Income from Investments
Interest income on investments is recognised on accrual basis. Accretion of discount and amortisation of premium relating to
debt securities is recognised over the remaining maturity period on a straight-line basis.
Dividend income is recognised when the right to receive dividend is established.

The realised gain/loss on debt securities held for other than linked business is the difference between the net sale consideration
and amortised cost.

The realised gain/loss on debt securities held for linked business and on sale of equity shares/mutual fund units is the difference
between the net sale consideration and weighted average cost.

iii. ~ Reinsurance premium

Reinsurance premium ceded is accounted for at the time of recognition of the premium income in accordance with the terms and
conditions of the relevant treaties with the reinsurers. Impact on account of subsequent revisions to or cancellations of premium
are recognised in the year in which they occur.

iv.  Income from linked policies

Income from linked policies, which include asset management fees, policy administration charges, mortality charges and other
charges, if any, are recovered from the linked funds in accordance with the terms and conditions of the policies and recognised
when due.

Interest income on loans is recognised on an accrual basis and disclosed under other income.
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d)

€)

Benefits paid (including claims)

Death and other claims are accounted for, when notified. Survival and maturity benefits are accounted when due. Surrenders/
Withdrawals under linked policies are accounted in the respective schemes when the associated units are cancelled. Reinsurance
recoverable thereon, if any, is accounted for in the same period as the related claim. Repudiated claims disputed before judicial
authorities are provided for based on management prudence considering the facts and evidences available in respect of such claims.

Acquisition costs

Acquisition costs are costs that vary with and are primarily related to acquisition of insurance contracts. Acquisition costs mainly
consists of commission, medical costs, policy printing expenses, stamp duty and other related expenses. These costs are expensed in
the year in which they are incurred. Clawback of the first year commission paid, if any, in future is accounted in the year in which it is
recovered.

Investments

Investments are made in accordance with the Insurance Act, 1938, the Insurance Regulatory and Development Authority (Investment)
Regulations, 2000, the Insurance Regulatory and Development Authority (Investment) (Amendment) Regulations, 2001 and various
other circulars/notifications issued by the IRDA in this context from time to time.

Investments are recorded at cost on the date of purchase, which includes brokerage and stamp duty, taxes, etc, if any, but excludes
pre-acquisition interest i.e. (from the previous coupon date to the transaction settlement date), if any, on purchase.

i Classification
Investments maturing within twelve months from the balance sheet date and investments made with specific intention to
dispose off within twelve months are classified as short-term investments.

Investments other than short-term investments are classified as long-term investments.

ii.  Debt securities
e Policyholders’ non-linked funds and shareholders’ investments:

All debt securities, including government securities, are considered as ‘held to maturity’ and stated at amortised cost.
The discount or premium which is the difference between the purchase price and the redemption amount of fixed income
securities is amortised and recognised in the revenue account or the profit and loss account, as the case may be, on a
straight line basis over the remaining period to maturity of these securities.

e Policyholders’ linked funds:

All debt securities, including government securities, are valued using CRISIL Bond Valuer/ CRISIL Gilt Prices, as applicable.
The discount or premium on money market instruments (except treasury bills) which is the difference between the purchase
price and the redemption amount is amortised and recognised in the revenue account on a straight line basis over the
remaining period to maturity of these securities.
ifi.  Equity shares
Listed equity shares are valued and stated at fair value, using the last quoted closing prices on the National Stock Exchange
(NSE), at the balance sheet date. If the equity shares are not traded on the NSE, then closing prices of the Bombay Stock
Exchange (BSE) is considered. Equity shares acquired through primary markets and awaiting listing are valued at their issue
price. Unlisted equity shares are valued as per the valuation policy of the Company duly approved by Investment Committee.

A provision is made for diminution, if any, in the value of these shares to the extent that such diminution is other than temporary.

iv.  Mutual Funds
Mutual fund units are valued at previous day’s Net Asset Value.

v.  Gain/loss on equity and mutual funds
Unrealised gains/losses are recognised in the respective fund’s revenue account as fair value change in case of linked funds.

Unrealised gain/loss due to changes in fair value of listed equity shares and mutual funds are taken to the Fair Value Change
account for other than linked business and are carried to the Balance Sheet.

Diminution in the value of investments as at the balance sheet date, other than temporary, is recognised as an expense in the
Revenue /Profit & Loss account.

vi.  Investment transfer
Transfers of Investments from Shareholders’ funds to the Policyholders’ funds are affected at the lower of amortised cost or market
value in respect of all debt securities including money market instruments and at the market value in case of other securities.

Inter-fund transfer of debt securities relating to Linked Policyholders’ Funds is effected at last available market value as per
methodology specified in the Inter Fund transfer policy approved by Investment committee. Inter fund transfer of equity are done
during market hours at the prevailing market price.

vii. - Impairment on Investment
The carrying amounts of investments are reviewed at each balance sheet date, if there is any indicator of impairment based on
internal/external factors. An impairment loss is recognised as an expense in Revenue/ Profit or Loss account, to the extent of
difference between the re-measured fair value and the acquisition cost as reduced by any previous impairment loss recognised
as expense in Revenue/ Profit and Loss Account. Any reversal of impairment loss, earlier recognised in revenue/ profit and loss
account shall be recognised in revenue/ profit and loss account.
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9)

h)

)

Loans against policies

Loans against policies are valued at the aggregate of book values (net of repayments) plus capitalised interest and are subject to
impairment, if any.

Fixed assets, intangibles and depreciation

L.

fii.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation. Cost includes the purchase price and any cost directly attributable
to bringing the asset to its working condition for its intended use. Subsequent expenditure incurred on fixed assets is expensed
out in the year of expense except where such expenditure increases the future economic benefits from the existing assets.

Advances paid towards the acquisition of fixed assets outstanding at each balance sheet date and the cost of fixed assets not
ready for its intended use before such date are disclosed under capital work-in-progress.

Assets costing upto 3 5 are fully depreciated in the year of acquisition. The rate of depreciation is higher of the management estimate
based on useful life or the rates prescribed in Schedule XIV to the Companies Act, 1956. Depreciation on fixed assets is provided using
the straight-line method based on the economic useful life of assets as estimated by the management are as below;

Sr No. Asset Type Estimated useful life (In years)
1 Leasehold Improvements and Furniture and fittings at leased 5 years or the maximum renewable period of
premises the respective leases, whichever is lower
2 Furniture & fittings (other than (1) above) 5
3 Information Technology Equipment 3
4 Vehicles 5
5 Office Equipment 5
6 Mobile Phones (included in office equipment under schedule 10) 2

Any additions to the original fixed assets are depreciated over the remaining useful life of the original asset.

Intangibles

Intangible assets comprise of software licenses which are stated at cost less amortisation. Software expenses exceeding ¥ 1
incurred on customisation of software (other than for maintenance of existing software) are capitalised. Software licenses are
amortised using Straight Line Method over a period of 3 years from the date of being ready for use.

Impairment of Assets

At each balance sheet date, management assesses whether there is any indication, based on internal/external factors, that an
asset may be impaired. Impairment occurs where the carrying value exceeds the present value of future cash flows expected
to arise from the continuing use of the asset and its eventual disposal. The impairment loss to be expensed is determined as
the excess of the carrying amount over the higher of the asset’s net sales price or present value as determined above. If at the
balance sheet date there is an indication that a previously assessed impairment loss no longer exists, the recoverable amount is
reassessed and the asset is reflected at the recoverable amount, subject to maximum of depreciable historical cost.

Operating leases

The Company classifies leases, where the lessor effectively retains substantially all the risks and benefits of ownership over the lease term,
as Operating Leases. Operating lease rentals are recognised as an expense on a straight line basis over the non cancellable lease period.

Employee benefits

I

fii.

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 & bonuses are recognised in the period in which the employee renders the related service.

Long-Term Employment Benefits
The Company has both defined contribution and defined benefit plans. These plans are financed by the Company.

e Defined Contribution Plans:

The Company has established defined contribution schemes for provident fund and superannuation to provide retirement
benefits to its employees. Contributions to the provident fund and the superannuation schemes are made on a monthly basis
and charged to revenue account when due.

e Defined Benefit Plans:
Gratuity liability is defined benefit obligation and is funded. The Company accounts for liability for future gratuity benefits
based on independent actuarial valuation under revised Accounting Standard 15 (AS 15) on ‘Employee Benefits’.
Other Employee Benefits
Compensated absences are entitled to be carried forward for future encashment or availment, at the option of the employee
during the tenure of the employment, subject to the rules framed by the Company in this regard. Accumulated compensated

absences entitlements outstanding at the close of the year are accounted on the basis of an independent actuarial valuation.
Accumulated entitlements at the time of separation are entitled to be encashed.
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k)

m)

n)

0)

p)

Renewal bonus

Renewal bonus is payable to the individual insurance agents and a segment of the sales force. This constitutes a part of the first year
commission/incentives against receipt of the first year premium but due and payable at the end of the expiry of two years of the policy
and is accrued for in the year of sale of the policy, subject to the intermediaries’ and policy’s continued persistency.

Foreign Currency Transactions

Transactions in foreign currency are recorded at the rate of exchange prevailing at the date of the transaction. Monetary assets and
liabilities in foreign currency are translated at the rates existing as at the balance sheet date. The resulting exchange gain or loss for
revenue transactions is reflected, in the revenue account or the profit and loss account, as the case may be.

Segment reporting

As per Accounting Standard 17 (AS 17) on ‘Segment Reporting’ read with the “Preparation of Financial Statements and Auditor’s Report
of Insurance Companies, Regulations 2002”, the Company is required to report segment results separately for linked, non-linked,
health and pension businesses. The business is broadly classified as Participating non-linked, Non Participating Unit Linked and Non
Linked businesses, which are further segmented into Individual Life, Group Life, Individual Pension, Group Pension and Individual Health
businesses. Accordingly, the Company has prepared the revenue account and balance sheet for these primary business segments
separately. Since the business operation of the Company is in India only, the same is considered as one geographical segment.

The following basis has been used for allocation of revenues, expenses, assets and liabilities to the business segments:

. Revenues, expenses, assets and liabilities directly attributable and identifiable to business segments, are allocated on actual
basis; and
o Other expenses, assets and liabilities which are not directly identifiable though attributable to a business segment, are allocated
on the following basis, as considered appropriate by the management:
Cash premium;
Renewal premium
First year commission;
Sum assured;
Policy liability;
Asset under management; and
» Death claim
The accounting policies, used in segment reporting, are the same as those used in the preparation of the financial statements.
Taxation
i Direct Taxes
The Income-Tax Act, 1961 prescribes that profits and gains of life insurance companies will be the surplus or deficit disclosed
by the actuarial valuation made in accordance with the Insurance Act, 1938.
Deferred income tax is recognised for future tax consequences attributable to timing differences between income as determined
by the financial statements and the recognition for income tax purposes. The effect on deferred tax assets and liabilities of
a change in tax rates is recognised using the tax rates and tax laws that have been enacted or substantively enacted by the
balance sheet date.
Deferred tax assets are recognised only to the extent there is reasonable certainty that the assets can be realised in future.
However, where there is unabsorbed depreciation or carried forward loss under taxation law, deferred tax assets are recognised
only if there is virtual certainty backed by convincing evidence that such deferred assets can be realised. Deferred tax assets
are reviewed as at each balance sheet date and written down or written up to reflect the amount that is reasonably or virtually
certain, as the case may be, to be realised.
Provision for wealth tax is made at the appropriate rates, as per the applicable provisions of Wealth Tax Act, 1957.
ii. — Indirect Taxes
The Company claims credit of service tax for input services, which is set off against tax on output services. As a matter of
prudence, unutilised credits are deferred for recognition until such time that there is reasonable certainty of utilisation. A provision
is created against unutilised credit based on estimated realisation of such unutilised credit.
Provisions and Contingencies
A provision is recognised when the Company has a present legal obligation as a result of past event/s and it is probable that an outflow
of resources will be required to settle the obligation, in respect of which reliable estimate can be made. These are reviewed at each
balance sheet date and adjusted to reflect current best estimates. A disclosure for contingent liability is made when there is a possible
obligation or present obligations that may, but probably will not, require an outflow of resources or it cannot be reliably estimated.
When there is a possible obligation or a present obligation in respect of which the likelihood of outflow of resources is remote, no
provision or disclosure is made. A contingent asset is neither recognised nor disclosed.
Funds for Future Appropriation
The balance in the funds for future appropriations account represents funds, the allocation of which, either to participating Policyholders
or to Shareholders, has not been determined at the Balance Sheet date. Transfers to and from the fund reflect the excess or deficit
of income over expenses and appropriations in each accounting period arising in the Company’s Policyholders’ fund. In respect of
Participating policies any allocation to the policyholder would also give rise to a shareholder transfer in the required proportion.

YVVVYVVVYV
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Amounts estimated by the Appointed Actuary as Funds for Future Appropriation (FFA) in respect of lapsed Unit Linked Policies are set-
aside in the balance sheet and are not available for distribution to shareholders until expiry of the revival period.

q) Earnings Per Share
Basic earnings per share is calculated by dividing the net profit or loss for the year atiributable 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 shares outstanding during the year are
adjusted for the effects of all dilutive potential equity shares.

3. Contingent liabilities

Sr. No. Particulars As at As at
31st March 2013  31st March 2012

1 Partly paid-up investments Nil Nil

2 Claims, other than against policies, not acknowledged as debts by the Company 25,961 24,414

3 Underwriting commitments outstanding Nil Nil

4 Guarantees given by or on behalf of the Company Nil Nil

5 Statutory demands/liabilities in dispute, not provided for Refer Note | Refer Note Below

Below
6 Reinsurance obligations to the extent not provided for in the accounts. Nil Nil
7 Others * 223,819 153,338

* Represents potential liability to the Company (net of reinsurance) in respect of cases filed against the Company’s decision of repudiation of
death claims and customer complaints.

Note: The Company has received Show Cause-Cum-Demand notices in earlier year relating to Service Tax demands related to excess
utilisation of CENVAT credit against liability on risk premium and payment of reimbursements to agents aggregating to ¥ 309,471 (previous
year X 309,471) plus applicable interest and penalty, which is contested.

4. Percentage of Business Sector-wise

Particulars Current Year Previous Year
Number of Number of First year Number of Number of First year
Individual life Group lives and single Individual life Group lives and single
policies covered premium policies covered premium
Total Business 558,602 798,229 18,365,130 847,278 1,019,852 19,261,677
Rural Sector 123,147 - 5,388 256,226 - 16,813
As a % of Total Business 22.05% - 0.03% 30.24% - 0.09%
Social Sector 41,399 1,607 - 63,357 2,016

Note: Basis the provisions in the regulation 15 (2) of the IRDA (Micro Insurance) Regulations, 2005; 50,989 customers from the rural policy
database meet with the social sector definition and can therefore be reckoned under both rural sector obligation and the social sector
obligation for FY 12-13 as specified under the IRDA (Obligations of Insurers to Rural or Social Sectors) Regulations, 2002. Basis the above
the total social sector lives covered for the year FY 2012-13 is 92,888 lives.

5.  Benefits paid include charges in respect of discount allowed to the policyholders’ amounting to ¥ 94,641 (Previous year X 84,675) for
advance payment of future premiums subject to prepayment conditions.

6.  Contribution from shareholders’/policyholders’ account
The net surplus of X 4,271,456 (Previous year: X 3,820,343) based on the actuarial valuation made in accordance with the Insurance Act,

1938 and as certified by the appointed actuary is being transferred from policyholders’ account to shareholders’ account. The details are
tabulated below:

Surplus/(Deficit) of Non Par Business Segments Current Year Previous Year
Non Par Linked
Individual 5,136,003 6,162,405
Group 54,945 (20,981)
Individual Pensions 638,054 654,487
Group Pensions 40,259 72,434
Health (37,274) (23,394)
Non Par Non Linked
Individual (1,943,010) (3,172,316)
Group 200,925 (66,142)
Individual Pensions 67,264 (4,510)
Group Pensions 105,739 188,426
Health 22,826 29,934
Par Non Linked
Individual (14,275) -
Net Surplus for Policyholders’ 4,271,456 3,820,343
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Operating lease commitments

In accordance with Accounting Standard 19 (AS 19) on ‘Leases’, the details of leasing arrangements entered into by the Company are as under:

The Company has entered into agreements in the nature of cancellable and non-cancellable lease/leave and license agreements with
different lessors/licensors for the purpose of establishment of office premises, leasehold improvements, furniture and fixtures, information
technology and office equipments. These are generally in the nature of operating leases/ leave and licenses.

The operating lease rentals charged during the year and maximum obligations on operating lease payable at the balance sheet date, as per

the rentals stated in the agreements are as follows:

Current Year

Previous Year

Particulars

Total lease rentals charged to Revenue Account
Lease obligations for non - cancellable leases

— Within one year of the balance sheet date

— Due in a period between one year and five years

— Due after five years

712,438

562,704
590,438
17,491

724,514

532,196
613,173
37,422

Foreign exchange gain/(loss)

The Company has recorded foreign exchange loss of ¥ 96 in the Revenue Account and the same is included under “Interest and Bank

Charges” in Schedule 3 (Previous Year gain: X 6).
Managerial remuneration

The appointment of managerial personnel is in accordance with the requirements of Section 34A of the Insurance Act, 1938 and is approved

by the IRDA.

()  Mr. Jayant Dua has been appointed as Managing Director since 1st July 2010. Below is the tabular presentation of managerial

remuneration for current year and previous year;

Particulars Current Year Previous Year
Salary 14,256 14,274
Other allowances 5,464 9,708
Contribution to :

— Provident fund 852 795
— Superannuation fund 1,065 993
Perquisites 450 450
Total* 22,087 26,220

* Of the above, amount of X 7,088 (previous year < 11,220) has been borne by shareholders’. The remuneration stated above excludes
gratuity and leave encashment, accrued based on actuarial valuation for the Company’s overall liability and performance/long-term bonus

estimated and payable based on overall company performance.

(i) Sitting Fees paid to independent directors in the current year is T 320 (Previous Year: T 480).
As required by circular no.067/IRDA/F&A/CIR/MAR-08 dated 28th March 2008. Break up of Operating expenses incurred under the

following heads;
(Previous year figures are presented in brackets)

Particulars

Business

Development LIS
Agents recruitment, seminar and other expenses 26,627
(32,228)
Distribution Expenses 463,231
(493,717)
Miscellaneous Expenses 27,798
(23,379)
Recruitment and seminar Expenses 113,263
(167,020)
Outsourcing expenses 314,469
(316,744)
630,919 314,469
Total
(716,344) (316,744)
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11. Earnings per Share

Particulars Current Year Previous Year
Profit as per profit and loss account 5,415,031 4,607,290
Weighted average number of equity shares 1,969,500,000 1,969,500,000
Earnings per share (Basic and Diluted) # 2,75 2.34
Face Value per share # 210 210

# Amount in absolute Indian Rupees
12. Actuarial assumptions

The actuarial liabilities are calculated in accordance with accepted actuarial practice, requirements of Insurance Act, 1938, Regulations
notified by Insurance Regulatory and Development Authority and Practice Standard prescribed by the Institute of Actuaries of India.

Unit Reserves
Unit reserves are computed by multiplying the number of units with the unit price as on the valuation date.

Non Unit Reserves
Prospective gross premium cash flow method is used to compute the non unit liabilities in respect of the policies in force as at
March 31, 2013.

The cash flows are projected based on assumptions that reflect the expected future experience and have an appropriate allowance for
margins for adverse deviations. The major assumptions relate to mortality, interest, expenses, policy persistency and premium persistency.

Additionally, for traditional par policies current year bonus rate, future bonus rates and terminal bonuses (wherever applicable)
consistent with the valuation interest rate, transfer to shareholders and tax on the surplus are also taken into account while calculating the
policy liability.

Mortality rates are derived based on the Indian Assured Lives Mortality (1994-1996) table after making suitable adjustments depending on
the type of the product. Longitivity (for Annuity Products) rates are derived based on the LIC Annuitant table (996-98) table after making
suitable adjustments and with appropriate mortality improvements. Interest rates used to discount the future cash flows vary from 4.63%
to 7.75%. A prudent assumption is made for investment growth on the unit funds. An appropriate allowance is made for future policy
maintenance expenses and investment expenses. Policy persistency rates are derived based on expected future policyholder behavior. For
unit linked business, the discontinuance of premiums by the policyholders while keeping the benefits in force is allowed for by appropriate
premium persistency assumptions varying by product.

Additional provisions are made towards:

l. Investment guarantees for unit linked business

IIl.  Substandard lives

lll.  Unearned premium/mortality charges (in accordance with IRDA Circular 50/IRDA/ACTL/CIR/GEN/050/03/2010)
IV.  Reserves for free look option given to the policyholders

V. Lapse policies eligible for revivals (in accordance with IRDA Circular 41/IRDA/ACTL/Mar-2006).

VI.  New Business Closure Reserve

VII.  Cash Surrender Value Deficiency Reserve

VIll.  Premium Waiver Claim Provision

IX.  Incurred But Not Reported Reserve

For yearly renewable group term business, unearned premium method is used to compute the reserves. In addition to the unearned premium
reserve, provision is also made for incurred but not reported claims for group business as well.
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13.

14.

15.

16.

17.

Disclosure of discontinued linked policies

As required by circular no. IRDA/Reg/2/52/2010 dated 1st July 2010 relating to treatment of discontinued linked insurance policies, the
disclosures are as under:-

Current Year Previous Year
Particulars
Sub Total Total Sub Total Total
Opening balance of funds for discontinued policies 437,939 6,401
Add: Fund of policies introduced in PD Fund 2,021,087 494,126
Less: Fund of policies revived in PD Fund 510,812 1,510,905 74,742 419,384
Add/(Less): Realised & Unrealised gain/loss 101,568 12,154
Closing balance of funds for discountinued policies 2,050,412 437,939
Other disclosures:
a) Number of policies discontinued during the year 59,553 32,420
b) Percentage of discontinued to total policies
(product wise) during the year
BSLI Foresight Plan 11.2% 0.01%
BSLI Platinum Advantage 20.9% 14.12%
BSLI Classic Endowment 2010 Plan 19.1% 18.17%
BSLI Dream Endowment 2010 Plan 24.1% 21.68%
BSLI Classic Child 2010 Plan 21.2% 14.53%
BSLI Classic Life 2010 Plan 29.7% 19.30%
BSLI Dream Child 2010 Plan 31.1% 16.61%
BSLI Dream Life 2010 Plan 36.7% 15.98%
BSLI Wealth Secure Plan 7.8% -
¢) Number and percentage of the policies revived during the year 10,789 3,420
d) Charges imposed on account of discontinued policies 75,259 30,418
Percentage of risk-retained and risk-reinsured
Particulars Current Year Previous Year
Sum Assured % Sum Assured %
Individual Business
Risk-retained 566,797,874 40.94% 591,832,042 43.58%
Risk-reinsured 817,744,605 59.06% 766,288,695 56.42%
Total Individual Risk 1,384,542,479 100.00% 1,358,120,737 100.00%
Group Business
Risk-retained 253,974,443 22.32% 184,304,328 23.88%
Risk-reinsured 883,902,647 77.68% 587,532,447 76.12%
Total Group Risk 1,137,877,090 100.00% 771,836,775 100.00%

Encumbrances
As on 31st March 2013, there were no encumbrances (Previous year: X Nil) on the assets of the Company.
Commitments made and outstanding on Loans, Investments and Fixed Assets

The commitments made and outstanding for fixed assets by the Company as at 31st March 2013 are X 22,233 (Previous Year: X 30,987) net
of advances.

Investments

i Value of contract outstanding
Value of contracts in relation to investments where purchases have been made and deliveries are pending is ¥ 291,518 (Previous year:
31,639,368) as at the balance sheet date. There are no investment contracts where sales have been made and payments are overdue
as at the balance sheet date.

ii.  Historical costs
As at 31st March 2013, the aggregate historical cost and market value of Linked investments, which are valued at fair value, is
T 183,728,203/- and ¥ 188,280,249/- respectively (Previous Year: ¥ 177,202,046/- and I 178,383,461/- respectively).
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18.

19.

20.

21.

22,

23.

iii. ~ Statutory deposits
As on 31st March 2013, the Company has securities with face value of ¥ 115,000 (Previous Year: ¥ 115,000) in CSGL Account with
Deutsche Bank, as required under Section 7 of the Insurance Act, 1938. The market value of these securities as at 31st March 2013
was ¥ 115,920 (Previous Year: ¥ 110,860).

As on 31st March 2013, the Company also has collateral deposit of Government Security with face value of ¥ 260,000 (Previous Year
X 260,000) and cash ¥ 25,200 (Previous Year X 25,200) with Clearing Corporation of India Limited.

iv.  All investments are performing assets.
Allocation of investments and income

The funds of the shareholders and the policyholders are kept separate and records are maintained accordingly. Investments made out of the
shareholders’ and policyholders’ funds are tracked from their inception and the income thereon is also tracked separately. Since the actual
funds, investments and income thereon are tracked and reported separately, the allocation of investments and income is not required.

Policyholders' liabilities adequately backed by assets

Particulars Current Year Previous Year
Policyholders' liabilities (Including funds for future appropriation) (22,395,751) (18,277,404)
Investments (As per schedule 8A)* 20,375,363 17,770,960
Loans to policyholders (As per schedule 9) 280,690 250,239
Fixed deposits, bank balances and cheques on hand (As per schedule 11) 1,702,930 469,863
Other receivables under schedule 12 representing “Advances and other assets” 69,226 (206,595)

*Excludes prepayment fund (Liability numbers are presented in brackets)
Assets in the Internal Funds

The Company has presented the financial statements of each internal fund to which the policyholders can link their policy in Annexure 3.
Also additional disclosures as required by the Circular dated 20th February 2007 issued by IRDA are given in Annexure 3A.

The industry wise disclosures given in Appendix 3 of Annexure 3A has been made in accordance with IRDA (Investment) (5th Amendment)
Regulations, 2013.

Assets restructured during the year

Particulars Current Year Previous Year

Total amount of loan assets subject to restructuring Nil Nil

Total amount of standard assets subject to restructuring Nil Nil

Total amount of sub-standard assets subject to restructuring Nil Nil

Total amount of doubtful assets subject to restructuring Nil Nil
Claims

The claims settled and remaining unpaid for a period of more than six months as at the balance sheet date amount to ¥ 27,620 (Previous
Year X 16,202). Reinsurance recoverable is netted off against claim expenses incurred.

Foreign currency exposure

The year-end foreign currency exposures that have not been hedged by a derivative instrument or otherwise are given below:-
Amount payable in foreign currency on account of import of services as follows:

Foreign currency Current Year Previous Year
Amount in Foreign INR Amount in Foreign
currency currency
(I8))] 5,966 110 3,432 67
EURO 2,177 31 - -
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24. Disclosure for Unclaimed Amount of Policyholders
Age-wise analysis of unclaimed amount by Policyholders/ insured as required by circular no. IRDA/F&I/CIR/CMP/174/11/2010 dated

4th November 2010:
Particulars Total AGE-WISE ANALYSIS

An?oznt 1-6 months* 7-12 13-18 19-24 25-30 31-36 Beyond 36

months months months months months months

Claims settled but not paid to| 1,340,138 | 1,312,518 10,850 4,837 705 - 4,648 6,580
the policyholders/insureds due
to any reasons except under | (1,053,376)| (1,037,174) (2,170) (190) (6,388) (895)| (2,396) (4,163)
litigation from the insured/
policyholders
Sum due to the insured/ 259,638 223,754 6,753 9,077 4,698 6,442 1,144 7,770
policyholders on maturity or| (318,989)| (295,290) (5,606) (8,431) (1,914) (2,948) (265) (4,535)
otherwise
Any excess collection of the - - - - - - - -
premium/tax or any other
charges which is refundable to
the policyholders either as terms - - - - - - - -
of conditions of the policy or as
per law or as may be directed by
the Authority but not refunded
so far
Chequesissuedbutnotencashed | 2,148,432| 1,038,090 626,965 122,302| 125,080 84,480 45,038 106,477
by the policyholder/ insured (1,811,978) | (1,182,965) | (204,557)| (159,259)| (96,152)| (51,689)| (46,697) (70,659)
Total 3,748,208 2,574,362 | 644,568 136,216 130,483 90,922 | 50,830 120,827
Previous Year (3,184,343) | (2,515,429) | (212,333) | (167,880) | (104,454) (55,532) (49,358) (79,357)

*Includes amounts outstanding for a period of less than 1 month
# Previous year amounts are in brackets

The cheques issued but not encashed by policyholder/insured category includes 3655,976 pertaining to cheques which are within the
validity period but not yet encashed by policyholders as on March 31, 2013 (Previous Year 31,182,965). This amount forms a part of bank
reconciliation statement and consequently not considered in unclaimed amount of policyholders under Schedule 13 — Current Liabilities.

Provisions

(@)  Employee Long-term Bonus Plan (‘the Plan’)
The cost estimate is determined after factoring in assumptions in respect of criteria identified in the Plan which include the following:
1. Units granted to employees under different options under the plan
2. Maximum payout over vesting period per unit
3. Employee attrition rate
4. Performance condition

Long-Term Incentive Plan

The cost estimate determined after the factoring in assumptions in respect of criteria identified in the Plan which include the
following

1.  Employee attrition rate

2. Performance condition

3. Discount rate

Additional information in respect of provision shown as “Provision for Long-Term Bonus Plan” and “Provision for Renewal Bonus” in
Schedule 14:

Particulars

25,

Renewal Bonus
Current Previous
Year Year

Long-Term Bonus Plan
Previous
Year

Long-Term Incentive Plan
Current Previous
Year Year

Current
Year

Opening balance 391,369 257,131 55,835 Nil 664 2,932
Additional provision made 118,169 156,516 64,401 55,835 103 Nil
Incurred and charged Nil Nil (36,801) Nil (767) (1,200)
Unused amounts reversed # (509,538) (22,278) Nil Nil Nil (1,068)
Closing balance Nil 391,369 83,435 55,835 Nil 664
Nature of obligation Long-Term | Long-Term| Long-Term| Long-Term Renewal Renewal

Bonus Bonus Incentive Incentive Bonus Bonus
Expected timing NA| Upto 3Years| Upto3Years| Upto 3 Years | Upto 2 years | Upto 2 years
Assumptions Refer note Refer note Refer note Refer note 100% 100%

(a) above (a) above (b) above (b) above

# the unused amount of Long-Term Bonus Plan has been credited to “Employees’ remuneration, welfare benefit and other manpower
cost in Schedule 3”

(65)



BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Schedules

for the year ended 31st March, 2013

26. Employee benefits
(@)  Defined benefit plans
i) Gratuity

The Company provides for gratuity, a defined benefit retirement plan covering all employees as at balance sheet date using projected
unit credit method. The plan provides a lump sum payment to vested employees at retirement or termination of employment based
on the respective employee’s salary and the years of employment with the Company. The gratuity benefit payable is greater of the
provisions of the Payment of Gratuity Act, 1972 and the Company’s Gratuity Scheme as mentioned below:

Change in Defined benefit obligations

Present value of Defined benefit obligations as at beginning of the year
Service cost

Interest cost

Benefits paid

Past service cost

Actuarial (gain)/loss due to curtailment

Actuarial (gain)/loss on obligations

Present value of Defined benefit obligations as at end of the year

Reconciliation of present value of the obligation and the fair value of the plan

assets

Opening Fair Value of Plan assets
Contributions by the employer for the year
Benefits paid

Expected Return on Plan Assets

Actuarial Gain/(Loss)

Closing Fair Value of Plan assets

Net asset/(liability) as at end of the year

Cost recognised for the year

Current service cost

Interest cost

Expected return on plan assets

Past service cost

Actuarial (gain)/loss due to curtailment

Actuarial (gain)/loss

Net gratuity cost

Transitional Liability expended in Revenue Account
Investment in Category of Assets (% Allocation)
Insurer Managed Funds*

Group Stable Fund

Group Shor-Term Debt Fund

Actuarial assumptions used

Discount rate

Rate of return on plan assets

Salary escalation rate

Current Year Previous Year
187,535 142,732
43,081 35,545
17,717 13,113
(15,183) (15,522)
10,131 11,668
243,281 187,536
184,933 129,960
55,385 64,157
(15,183) (15,522)
13,238 9,575
7,442 (3,236)
245,815 184,934
2,534 (2,602)
43,081 35,545
17,7117 13,113
(13,238) (9,575)
2,689 14,903
50,249 53,986

Nil

100% 100%

0% 0%

0% 0%
7.90% p.a 8.35% p.a.
7.50% p.a. 7.50% p.a.

6% p.a. thereafter

6% p.a. thereafter

*The amount is invested in Stable fund and Short term debt fund of Birla Sun Life Insurance Limited, Gratuity and Group Unit Linked

Product (GULP) scheme. Below is the asset allocation of fund.

Asset allocation Current Year Previous Year
Debt securities 91% 94%
Equities and money market 9% 6%
Total 100% 100%
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Experience Adjustments
Particulars 2010-11 2009-10
Defined Benefit Obligation 243,281 187,535 142,732 110,026 87,581
Plan Assets 245,816 184,933 129,960 103,097 84,708
Surplus/(Deficit) 2,534 (2,602) (12,772) (6,929) (2,873)
Experience adjustment on Plan Liabilities 2,578 17,495 3,726 (12,707) 12,288
Experience adjustment on Plan Assets 7,442 (3,236) 3,965 14,675 (2,195)

The contributions expected to be paid to the plan during the annual period beginning after the balance sheet date is ¥45,000 (Previous
Year: ¥ 20,000).

(i)  Accumulated Compensated Absences

The liability for accumulated compensated absences as at balance sheet date has been calculated by using projected unit credit
method. This method takes into account the pattern of availment of leave while in service and qualifying salary on the date of availment
of leave. However in case of short term liability the provision has been made to the extent of 50% of total short term liability.

Present value of obligation for accumulated compensated absences as determined by the Actuary is given below:
Particulars Current Year Previous Year

Present value of obligations as at end of the year 146,240 161,764
Fair value of plan assets - -
Actuarial assumptions used

Discount rate 7.90% 8.35%
Salary escalation rate 6.00% 6.00%
Cost recognised during the year 63,967 38,207

(b)  Defined contribution plans
The Company has recognised the following amounts as expense in the Revenue account;

Particulars Current Year Previous Year
Contribution to Employees Provident Fund 187,976 193,691
Contribution to Superannuation Fund 11,079 15,873
Contribution to ESIC 11,218 12,239

27. Segment reporting

As per Accounting Standard 17 on ‘Segment Reporting’ read with the “Preparation of Financial Statements and Auditor’s Report of Insurance
Companies, Regulations 2002”, the Company is required to report segment results separately for linked, non-linked, health and pension
businesses. The same is disclosed in Annexure 1.

28. Related Party Disclosure

During the year ended 31st March 2013, the Company has had transactions with related parties as defined in Accounting Standard 18 on
“Related Party Disclosures”. Related Parties have been identified by the management on the basis of the information available with the
Company. Details of related parties with whom, the Company has had transactions, nature of the relationship, transactions with them and
balances at year-end, are detailed in Annexure 2.

29. Summary of financial statements

A summary of the financial statements as per the formats prescribed by the IRDA in its circular dated 29th April 2003 is provided in
Annexure 4.

30. Accounting Ratios
Accounting ratios prescribed by the IRDA in its circular dated 29th April 2003 are provided in Annexure 5.

31. Statement containing names, descriptions, occupations of and directorships held by the persons in charge of management of the
business under Section 11 (2) of Insurance Act, 1938:

From 1st April, 2012 to 31st March, 2013

Name : Mr. Jayant Dua

Designation  : Managing Director & CEO

Occupation  : Service

Directorships Held during the year/ as on 31st March, 2013:
Central Insurance Repository Limited Director
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32. Penalty

As required by circular no. 005/IRDA/F&A/CIR/MAY-09 dated 7th May, 2009, the details of various penal actions taken by various Government
Authorities for the financial year 2012-2013 are mentioned below:-

Authority

Non-Compliance/
Violation

Penalty
Awarded

Amount in

Penalty Paid

Penalty Waived/
Reduced

g

arwnN

9
10

Insurance Regulatory and Development Authority

Service Tax Authorities

Income Tax Authorities

Any other Tax Authorities

Enforcement Directorate/Adjudicating Authority/
Tribunal or any Authority under FEMA

Registrar of Companies/ NCLT/ CLB/Department of
Corporate Affairs or any Authority under Companies
Act, 1956

Penalty awarded by any Court/ tribunal for any
matter including claim settlement but excluding
compensation

Securities and Exchange Board of India
Competition Commission of India

Any other Central/ State/ Local Government/
Statutory Authority

600

Violations as noted
under Note 1

Nil

Nil

Nil

Nil

Nil

Nil

Nil
Nil
Nil

600
Nil
Nil
Nil
Nil

Nil

Nil

Nil
Nil
Nil

Nil
Nil
Nil
Nil
Nil

Nil

Nil

Nil
Nil
Nil

Note 1: A penalty of T 500 and ¥ 100 respectively has been imposed on insurer under section 102(b) of Insurance Act, 1938 as unlicensed
entities involved in solicitation of insurance business and on settlement of death claims under non employer-employee group policies, the
Company is drawing the cheque in favour of the master policy holder and sent to the master policy holder.

33. Disclosures relating to controlled Fund

As required by circular no. IRDA/F&I/CIR/F&A/045/03/2010 dated 17th March, 2010, the details of controlled fund for the financial year
2012-2013 and 2011-2012 are mentioned below:-

@

Statement Showing Controlled Fund

Particulars

Computation of Controlled fund as per the Balance Sheet

Policyholders' Fund (Life Fund)
Participating

Non-participating

Linked

Shareholders' Fund

Misc. expenses not written off
Credit/(Debit) from P&L A/c.

Controlled Fund (Total (A+B-C))

Current Year Previous Year

Individual Assurance 10,119 -
Individual Pension - -
Any other (PI. Specify) - -
Individual Assurance 10,869,777 9,454,628
Group Assurance 6,120,132 2,927,515
Individual Annuity 669,597 926,336
Group Pension 2,524,825 954,854

Health 105,910 55,489

Others - -

Individual Assurance 160,678,057 151,970,072
Group Assurance 16,276,858 13,759,980
Individual Pension 10,844,802 10,673,052
Group Superannuation 5,381,071 4,831,540
Group Gratuity - -

Health 189,934 129,555

Funds for Future Appropriations 2,095,678 3,958,870
Total (A) 215,766,760 199,641,891

Paid up Capital 19,695,000 19,695,000
Reserves & Surplus 5,206,127 4,800,000
Fair Value Change 27 47
Total (B) 24,901,154 24,495,047
(12,424,921) (13,762,293)

Total (C) (12,424,921) (13,762,293)

Total shareholders' funds (B+C) 12,476,233 10,732,754
228,242,993 210,374,645
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(b)  Reconciliation of the Controlled Fund from Revenue and Profit & Loss Account

Particulars Current Year Previous Year
Opening Balance of Controlled Fund 210,374,646 197,040,434
Add: Inflow
Income
Premium Income 52,162,991 58,853,594
Less: Reinsurance ceded (1,645,530) (1,375,857)
Net Premium 50,517,461 57,477,737
Investment Income 20,700,492 (1,632,680)
Other Income 366,568 298,060
Funds transferred from Shareholders' Accounts 1,994,559 3,287,343
Total Income 73,579,080 59,430,460
Less: Outgo
(i) Benefits paid (Net) 36,586,380 27,046,221
(i) Change in Valuation of Liability 17,988,064 10,482,247
(iii) Commission 3,004,767 3,254,002
(iv) Operating Expenses 11,597,047 12,151,175
(v) Provision for Taxation - -
(a) FBT - -
(b) L.T. - -
Total Outgo 69,176,258 52,933,644
Surplus of the Policyholders' Fund 4,402,822 6,496,816
Less: Transferred to Shareholders' Account 6,266,015 7,107,686
Net Flow in Policyholders' account (1,863,193) (610,870)
Add: Net income in Shareholders' Fund 5,415,031 4,607,290
Less: Interim Dividend & Dividend distribution tax thereon (3,671,532) (1,144,501)
Net In Flow/OQutflow (119,695) 2,851,919
Add: Change in valuation Liabilities 17,988,063 10,482,248
Add: Increase in Paid up Capital - -
Add: Credit/(Debit)/Fair Value Change Account (20) 46
Closing Balance of Controlled Fund 228,242,993 210,374,647
As Per Balance Sheet 228,242,993 210,374,646
Difference, if any - -
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(c)  Reconciliation with Shareholders' and Policyholders' Fund
Particulars

Policyholders' Funds

Policyholders' Funds - Traditional-PAR and NON-PAR
Opening Balance of the Policyholders' Fund
Add: Surplus of the Revenue Account

Add: Change in valuation Liabilities

Total

As per Balance Sheet

Difference, if any

Policyholders' Funds - Linked

Opening Balance of the Policyholders' Fund
Add: Surplus of the Revenue Account

Add: Change in valuation Liabilities

Total

As per Balance Sheet

Difference, if any

Shareholders' Funds

Opening Balance of Shareholders' Fund

Add: Net income of Shareholders' account (P&L)
Add: Infusion of Capital

Add: Credit/(Debit)/Fair Value Change Account
Less: Interim Dividend/Proposed and final & Dividend distribution tax thereon
Closing Balance of the Shareholders' fund

As per Balance Sheet

Difference, if any

Current Year Previous Year
14,318,822 10,608,571
5,981,538 3,710,251
20,300,360 14,318,822
20,300,360 14,318,822
185,323,069 179,161,944
(1,863,193) (610,870)
12,006,525 6,771,996
195,466,401 185,323,070
195,466,402 185,323,069
10,732,754 7,269,919
5,415,031 4,607,290
(20) 46
(3,671,532) (1,144,501)
12,476,233 10,732,754
12,476,233 10,732,754

34. The Board of Directors of the Company have during the year approved an interim dividend aggregating to ¥ 1,969,500/- (Previous year:

% 984,750/-)

The total interim dividend appropriation for the year amount to ¥ 2,289,002/- (Previous year: % 1,144,501/-) including corporate dividend tax

of ¥ 319,502/ (Previous year % 159,751/-).

The payment of interim dividend of both current and previous year was made during the year.
The Board of Directors has also proposed a final dividend of X 1,181,700/- (Previous year: Nil).

35. Previous year comparatives

Previous year amounts have been reclassified, wherever necessary and to the extent possible, to conform to current year’s classification.

Sr.No.  Regrouped from  Amount Regrouped to

1. Sundry creditors 55,835 Provision for Long-term incentive

Reason

LTIP amount moved to Provision for
Long-term Incentive (Sch 14)

For and on behalf of the Board of Directors

Kumar Mangalam Birla

Chairman

Jayant Dua

Managing Director & CEO
Anil Kumar Singh

Chief Actuarial

Officer & Appointed Actuary

Mumbai, 26th April, 2013
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Company Secretary
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Annexures to Schedule 16

for the year ended 31st March, 2013

Disclosure for ULIP Business
1. Performance of the Fund (Absolute Growth %) (Appendix 1)
2. Investment Management
e Activities Outsourced: Nil
o Fees Paid for various activities charged to Policyholders account for the Period ended 31st March 2013: Nil (Previous Year: Nil)
3. Related Party Transactions (Appendix 1A)

Company wise details of Investments held in Promoters Group along with its Percentage to funds under management. This information is to
be given fund wise and total fund under ULIP. (Appendix 2)

Industry wise disclosures of Investments (amount in thousands) (Appendix 3)

Unclaimed redemption of units ¥ 642 thousands (Previous year % 427 thousand)

NAV: Highest, Lowest & Closing at the end of the Year (Appendix 4)

Expenses charged to Fund (%) (Appendix 5)

Ratio of Gross Income (including unrealized gains) to Average Daily Net Assets (Appendix 6)
As at 31st March 2013, there are no doubtful debts on assets of the respective funds.

Fund Wise disclosure of appreciation and/or depreciation in value of Investments (Appendix 7)
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Annexures to Schedule 16

for the year ended 31st March, 2013

Appendix 1 to Annexure 3A
Performance of ULIP funds (Absolute Growth - %)
Returns as on 31st March 2013

INDIVIDUAL LIFE

Fund Name Year of Inception FY 2012-13 FY 2011-12 FY 2010-11 Since Inception
Ind. Assure Fund 12-Sep-05 10.19% 9.11% 5.81% 96.74%
Ind. Income Adv Fund 22-Aug-08 11.15% 8.01% 7.16% 67.49%
Ind. Protector 22-Mar-01 10.13% 5.27% 5.70% 163.01%
Ind. Builder 22-Mar-01 10.70% 3.66% 6.26% 223.12%
Ind. Balancer 18-Jul-05 10.25% 3.57% 6.49% 106.29%
Ind. Enhancer 22-Mar-01 9.74% 1.50% 6.73% 280.53%
Ind. Creator 23-Feb-04 8.83% -1.49% 717% 188.38%
Ind. Magnifier 12-Aug-04 8.07% -9.04% 8.21% 181.25%
Ind. Maximiser 12-Jun-07 6.58% -13.06% 7.03% 39.95%
Ind. Multiplier 30-0ct-07 3.67% -4.06% 2.14% 17.64%
Super 20 6-Jul-09 8.87% -7.08% 13.48% 41.38%
Ind. Platinum Plus 1 17-Mar-08 7.88% -9.86% 12.24% 68.48%
Ind. Platinum Plus 2 8-Sep-08 7.34% -9.73% 13.66% 86.02%
Ind. Platinum Plus 3 15-May-09 8.11% -9.22% 12.29% 30.01%
Ind. Platinum Plus 4 15-Sep-09 7.72% -9.85% 14.55% 15.74%
Ind. Platinum Premier 15-Feb-10 8.10% -9.16% 12.12% 14.48%
Ind. Platinum Advantage 20-Sep-10 8.13% -6.83% -3.20% -2.48%
Ind. Foresight FP 25-Feb-11 8.40% -7.48% 4.80% 5.10%
Ind. Foresight SP 25-Feb-11 8.58% -6.86% 4.70% 5.88%
Titanium 1 16-Dec-09 8.16% -1.21% 12.08% 15.21%
Titanium 2 16-Mar-10 7.89% -5.92% 10.99% 12.98%
Titanium 3 16-Jun-10 7.57% -3.71% 1.01% 4.63%
Ind. Liquid Plus 9-Mar-12 7.82% 0.07% NA 7.89%
Ind. Pure Equity 9-Mar-12 10.35% 0.43% NA 10.83%
Ind. Value Momentum 9-Mar-12 5.00% 0.43% NA 5.45%
IPP - Nourish 12-Mar-03 9.94% 5.15% 5.28% 119.23%
IPP - Growth 18-Mar-03 9.79% 3.72% 5.87% 164.64%
IPP - Enrich 12-Mar-03 9.43% 1.21% 6.58% 205.16%
GROUP LIFE

Fund Name Year Of Inception FY 2012-13 FY 2011-12 Since Inception
Gr. Fixed Interest Plan | 18-Nov-02 12.50% 9.19% 7.88% 138.43%
Gr. Gilt Plan | 28-Apr-04 11.48% 4.66% 4.39% 79.29%
Gr. Bond Plan | 28-Apr-04 12.21% 9.32% 7.19% 96.88%
Gr. Money Market Plan | 31-Mar-05 9.75% 9.37% 7.71% 108.66%
Gr. Short Term Debt Plan | 10-Dec-08 10.92% 9.30% 7.06% 45.21%
Gr. Capital Protection Plan I** 31-Mar-06 NA NA NA NA
Gr. Floating Rate Plan I"** 28-Apr-04 NA NA NA NA
Gr. Secure Plan | 19-Jun-01 10.04% 3.65% 6.17% 237.28%
Gr. Stable Plan | 31-Aug-01 9.62% 1.47% 6.73% 343.70%
Gr. Growth Plan | 31-Aug-01 9.16% -1.23% 7.68% 413.62%
Gr. Growth Advantage 18-Feb-08 9.26% -1.29% 8.85% 78.79%
Gr. Income Advantage 23-Mar-10 11.37% 12.59% 6.79% 33.91%
Gr. Growth Maximiser*** 23-Mar-10 NA NA NA NA
Gr.Bond 2 A 28-Nov-11 NA 3.07% NA NA
Gr. Fixed Interest 2 28-Nov-11 NA 4.02% NA NA
Gr. Growth 2 28-Nov-11 NA 7.46% NA NA
Gr. Money Market 2 28-Nov-11 NA 3.23% NA NA
Gr. Secure 2 AN 28-Nov-11 NA 4.84% NA NA
Gr. Short Term Debt 2 28-Nov-11 NA 3.13% NA NA
Gr. Stable 2 28-Nov-11 NA 7.25% NA NA

**  The Group Capital Protection Fund became a dormat fund on 12th August 2008 on account of no units.

*** The Group Floating Fund became a dormat fund on 12th October 2009 on account of no units.

**** These funds do not have any units since their inception.

A The Group Bond 2 Fund became a dormat fund on 31st March 2012 on account of no units. Returns for FY 11-12 are as on

30th March 2012.

AN The Group Secure 2 Fund became a dormat fund on 22nd February 2012 on account of no units. Returns for FY 11-12 are as on

21st February 2012.



BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Annexures to Schedule 16

for the year ended 31st March, 2013

Appendix 1A to Annexure 3A
Related Party Transactions
(Amounts in thousands of Indian Rupees)

Related Party : Aditya Birla Money Limited

Service . Brokerage for purchase/sale of securities

Basis of Payment :  As per agreed % of trade value
Fund Name Current Year Previous Year
Gr. Growth 25 230
Gr. Growth 2 10 9
Gr. Growth Advantage 24 27
Gr. Secure 142 159
Gr. Secure 2 0 3
Gr. Stable 251 200
Gr. Stable 2 11 3
Ind. Balancer 72 34
Ind. Builder 189 163
Ind. Creator 349 201
Ind. Enhancer 130 1,014
Ind. Foresight FP 30 125
Ind. Foresight SP 290 23
Ind. Magnifier 1,741 1,237
Ind. Maximiser 878 2,453
Ind. Multiplier 3,064 440
Ind. Platinum Advantage 352 324
Ind. Platinum Plus 1 213 464
Ind. Platinum Plus 2 2 227
Ind. Platinum Plus 3 133 177
Ind. Platinum Plus 4 425 121
Ind. Platinum Premier 69 381
Ind. Protector 1,035 117
IPP - Enrich 33 172
IPP - Growth 56 26
IPP - Nourish 6 4
Super 20 453 130
Titanium 1 244 149
Titanium 2 178 70
Titanium 3 75 17
Pure Equity 17 =
Value Momentum 38 -
Total 10,535 8,700




BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Annexures to Schedule 16

for the year ended 31st March, 2013

Appendix 1A to Annexure 3A
Related Party Transactions
(Amounts in thousands of Indian Rupees)

Related Party : Aditya Birla Finance Ltd.
Service : Purchase/sale of securities

Particulars Purchase of Investments Sale of Investments Interest Received

Current Year  Previous Year Current Year  Previous Year Current Year  Previous Year

Ind. Enhancer - - 37,000.00 - - -
Ind. Magnifier - - 55,500.00 - - -
Gr. Money Market - 90,931.70 - 100,000.00 - -
Liquid Plus - - 6,000.00 - - -
Gr. Money Market 2 - - 1,500.00 - - -

Related Party : Aditya Birla Nuvo Ltd.
Service : Purchase/sale of securities

Partculars Purchase of Investments Sale of Investments Interest Received

Current Year  Previous Year Current Year  Previous Year Current Year  Previous Year

Gr. Stable 48,788.45 - 45,500.00 - - -
Gr. Secure - - 23,000.00 - - -
Ind. Enhancer - - 10,000.00 600,000.00 19,744.09 93,386.99
Gr. Money Market 146,365.35 - 128,500.00 - - -
Gr. Short Term Debt 24,394.23 - 25,000.00 - - -
Gr. Short Term Debt 2 24,394.23 - 15,000.00 - - -
Liquid Plus - - 3,000.00 - - -
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED

Annexures to Schedule 16

for the year ended 31st March, 2013

Appendix 1A to Annexure 3A
Related Party Transactions

(Amounts in thousands of Indian Rupees)

Related Party
Service

Partculars

Birla Sunlife Mutual Fund
Purchase/sale of securities

Purchase of Investments

Sale of Investments

Discontinued Policy Fund
Gr. Bond

Gr. Bond 2

Gr. Fixed Interest

Gr. Fixed Interest 2
Gr. Gilt

Gr. Growth

Gr. Growth 2

Gr. Growth Advantage
Gr. Income Advantage
Gr. Money Market

Gr. Money Market 2
Gr. Secure

Gr. Secure 2

Gr. Short Term Debt
Gr. Short Term Debt 2
Gr. Stable

Gr. Stable 2

Ind. Assure

Ind. Balancer

Ind. Builder

Ind. Creator

Ind. Enhancer

Ind. Foresight FP

Ind. Foresight SP

Ind. Income Advantage
Ind. Magnifier

Ind. Maximiser

Ind. Multiplier

Ind. Platinum Advantage
Ind. Platinum Plus 1
Ind. Platinum Plus 2
Ind. Platinum Plus 3
Ind. Platinum Plus 4
Ind. Platinum Premier
Ind. Protector

IPP - Enrich

IPP - Growth

IPP - Nourish

Liquid Plus

Super 20

Titanium 1

Titanium 2

Titanium 3

Value Momentum

Current Year

1,745,606.20
1,579,137.35
2,081,123.32
31,313.13
73,800.69
3,925,160.52
41,739.42
190,963.14
6,657.71
854,996.91
25,210.77
6,922,370.44
316,544.93
142,466.13
5,658,684.57
25.06
740,543.85
494,594.30
2,363,719.53
10,066,515.28
214,174,547.74
20,836,561.93
859,170.16
5,395,670.48
37,589,257.57
18,058,260.77
14,195,465.01
11,875,356.55
5,511,082.12
9,362,328.00
10,029,606.21
14,538,861.27
9,737,019.33
5,083,259.06
3,659,580.93
693,415.38
166,350.43
645.00
3,936,563.32
835,307.06
225,741.48
70,934.06
5,085.94

Previous Year

89,453.16
1,635,842.34
2,000.00
1,341,910.94
31,971.87
4,060.33
4,775,338.64
40,471.41
464,844.62
604,477.73
780,221.50
22,090.70
7,461,701.51
7,010.00
228,404.96
57,919.12
4,008,772.53
13,050.69
1,752,970.64
664,077.70
3,380,833.64
3,860,831.25
100,131,644.38
1,573,954.63
547,523.90
3,629,231.46
37,779,380.46
37,273,551.61
10,704,986.41
5,090,092.30
15,742,766.61
32,381,941.52
32,817,188.86
20,987,661.15
18,040,528.80
4,377,802.21
2,213,136.40
1,261,431.39
400,641.91
2,990,872.33
579,350.62
480,932.99
83,208.61

Current Year

1,757,013.86
1,579,841.64
2,003,467.74
33,207.20
73,187.34
3,863,600.37
41,796.09
192,181.05
6,431.08
837,210.54
26,468.89
6,791,701.62
319,318.20
134,761.63
5,639,167.20
25.15
726,037.22
500,801.54
2,381,993.99
10,088,940.90
213,440,159.29
20,698,437.28
868,086.30
5,325,353.14
37,177,157.89
17,960,433.05
14,074,431.32
11,804,854.25
5,528,998.26
9,424,657.03
9,914,967.62
14,534,862.56
9,502,646.57
5,086,922.26
3,674,700.24
698,158.11
167,810.87
614.02
3,921,212.43
846,605.53
224,321.62
72,141.23
5,094.84

Previous Year

79,453.16
1,632,511.28
2,004.03
1,404,800.27
30,171.87
4,072.32
4,822,302.94
38,425.35
465,256.38
604,918.90
884,938.38
20,890.70
7,518,543.44
7,096.74
226,148.01
58,076.93
4,070,968.09
13,071.86
1,810,127.96
666,723.92
3,380,835.17
3,854,961.48
99,984,764.18
1,516,990.41
532,684.99
3,607,436.12
37,918,585.59
37,823,895.59
10,681,146.60
5,104,705.40
15,740,825.71
32,427,341.09
32,822,204.24
21,034,147.94
18,034,462.71
4,383,495.89
2,204,749.11
1,273,771.01
407,858.56
3,009,981.89
570,067.40
477,927.15
81,883.20




BIRLA SUN LIFE INSURANCE COMPANY LIMITED
Annexures to Schedule 16

for the year ended 31st March, 2013
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BIRLA SUN LIFE INSURANCE COMPANY LIMITED

Annexures to Schedule 16

for the year ended 31st March, 2013
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