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NO: DGCA/CA-2/4-2/2022-23/ o2 Dt: 12.01.2023
G

To

The Secrotary, e A e ﬁ?ﬂ,‘?ﬂ?s&}e\\}sﬂa

o 2 alzlon Ang Daar = *
Ministry of Finance, Ineweanig Regiielo

Departmenf of Financial Services,
Room No./32. Jeevan Deep Building,
Transport/Bhawan,
No.! Parfiament Street,
. New Delhi 110 001.
o
Sir,
d Sub: Separate Audit Report on the accounts of Insurance Regulatory
Development Authority of India for the year 2021-22 — Regarding.
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CHAIRMAN SECRETAMAT

[ forward herewith the Separate Audit Report on the accounts of Insurance Regulatory
Davéfépment Authority of India for the year 2021-22.
a A copy of the Audit Report and the Accounts as presented to Parliament may be sent
to this office and four copies thereof may be sent to the Director General (Commercial),
%/:\;o\k«, Olo the Comptroller and Auditor General of India, Pocket.9, Deen Dayal Upadhyaya Marg,_ ‘
;CN:; s NewDelhi 110124

PN The dates of presentation of the Accounts and Audit Report to Parliament may kindly

be intimated to this office.

The receipt of this letter with enclosures may be acknowledged.

,f\c}w] (fﬂf\ &

-, v
?DP{}\\ )/b & Yours faithfully,
Encl: As above.
(Sdr)
(Devika Nayar)

Director General.




' NO: DGCA/CA-2/4-22022-23/%2% Dt 12.012023
= -
Copy of the Separate Audit Report along with annexure on the accounts of Insuraxce

Regulatory Development Authority of India for the year 2021-22 is forwarded to the
Chairman, Insurance Regulatory Development Authority of India, Hyderabad for placing the
same before the Authority and the adopﬁon/consideration of audited accounts by the
Authority may be intimated. A copy of the Annual Report, Separate Audit Report and the
Accounts as presented to Parliament may be sent to this office and four copies thereof may” be
sent to the Director General (Commercial), Office of the Comptroller and Auditor General of

India, Pocket 9, DeenDayal Upadhyaya Marg, NewDelhi 110 124.

6 o

(Devika Nayar)
Director General .

Place: Chennai
Date: 12.01.2023
g



SEPARATE AUDIT REPORT OF THE COMPTROLLER AND AUDITOR
GENERAL OF INDIA ON THE ACCOUNTS OF INSURANCE REGULATORY AN
DEVELOPMENT AUTHORITY OX INDIA FOR THE YEAR ENDED 31 MARCHEI

2022

We have audited the attached Balance Sheet of Insurance Regulatory amnd
Development Authority of India as at 31 March 2022 and Income and Expenditure Account /
Receipts and Payment Account for the year ended on that date under Section 19(2) of the
Comptroller and Auditor General's (Duties, Powers & Conditions of Service) Act, 1971 read
with Section 17(2) of the Insurance Regulatory and Development Authority (IRDA) Act,
1999. The financial statements are the responsibility of the Insurance Regulatory and
Dcvelopment- Authority of India’s management. Our responsibility is to express an opinion

on these financial statements based on our audit.

2. This Separate Audit Report contains the comments of the Comptroller and Auditor
General of India (CAG) on the accounting treatment only with regard to classification,
conformity with the best accounting practices, accounting standards and disclosure norms,
etc. Audit observations on financial transactions with regard to compliance with the Lavvs,
Rules & Regulations (Propriety and Regularity) and efficiency-cum-performance aspects etc.,

if any, ‘are reported through Inspection Reports/CAG's Audit Reports separately.

3. . We have conducted.our audit in accordance with auditing standards generally
accepted in India. These standards require that we plan and perform the audit to obtain
rqasonable assurance about whether the financial statements are free from material
misstatements. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosure in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of financial statements. We believe that our audit

provides a reasonable basis for our opinion.

4, Based on our audit, we report that:

i.  We have obtained all the information and explanations, which to the best of

our knowledgé and belief were necessary for the purpose of our audit.

ii.  The Balance Sheet and Income & Expenditure Account/Receipts & Payments
Account dealt with by this report have been drawn up in the common format

of accounts prescribed by Ministry of Finance.



iii.

iv.

Vi.

In our opinion proper bc.)oks of accounts and other relevant records have been
maintained by the Insurance Regulatory and Development Authority of India
as required under Section 17(1) of the Insurance Regulatory Developm ent
Authority Act, 1999 in so far as it appears from our examination of such
books.

We further report that the Insurance Regulatory and Development Authority
of India has revised its Balance Sheet and Income & Expenditure
Account/Receipts & Payments Account for the year based on the audit
observations issued by Comptroller and Auditor General of India. Asa result,
the excess of income over expenditure decreased by Rs. 20.09 crore i.e. from
Rs. 109.44 crore to Rs.89.35 crore.

We report that the revised Balance Sheet and Income and Expenditure

Account / Receipts and Payment Account dealt with by this report are in

- agreement with the books of accounts.

In our opinion and to the best of our information and according to the
explanations given to us, the said financial statements read together with the
Accounting Policies and Notes on Accounts, and subject to the significant
matters stated above and other matters mentioned in Annexure I to this Audit
Report, give a true and fair view in conformity’ with accounting principles

generally accepted in India:

a.  In so far as it relates to the Balance Sheet, of the state of affairs of the
Insurance Regulatory and Development Authority of India as at
31 March 2022; and

b.  Inso far as it relates to Income and Expenditure Account / Receipts and

Payment Account of the surplus for the year ended on that date,

For and on behalf of the C and AG of India,

L

(Devika Nayar)
Director General of Commercial Audit

Place: Chennai
2.01.2023

Date: 1

'(7



Annexure I

. Adequacy of Internal Audit System

Internal Audit of the Authority is conducted by the Internal Audit Department.
The Internal Audit system of the Authority is found to be adequate in view of the
size of the organization.

. Adequacy of Internal Control System

Internal Control System is adequate.

. System of Physical verification of assets

Physical verification of assets for the year 2021-22 was completed.

. System of Plllysical .veriﬁcation of inventory

Physical verification of inventory for the year 2021-22 was completed.

. Regularity in payment of Statutory Dues

The authority is regular in depositing undisputed statutory dues.

- Deputy Director (A)
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ANNEXURE Il
INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA
Attached to and forming part of Balance Sheet as at 31st March, 2022

CURRENT ASSETS, LOANS AND ADVANCES

(Amount in Rs.)

Figures for current year

Figures for previous year

Particulars (2021-22) (2020-21)
(1) ) (3
Deposits
Security Deposits - Telephone - i
Security Deposits - Electricity and Gas 1,43,425.00 1,43,425.00
Security Deposits - Fuel - -
Security Deposits - Rent 92,000.00 92,000.00
TOTAL 2,35,425.00 2,35,425.00
Loans and advances to staff
Housing loan 37,60,50,880.28 40,69,82,703.24
For other purposes 84,29,065.80 98,58,322.84
Special Advance 25,45,000.00 31.60,000.00
Interest recoverable 14,82,89,109.35 13,55,47,457.77
Advance olhers 15,65,938.00 4,49,707.00
TOTAL 53,68,79,993.43 55,59,98,190.85
Other Current Assets
Interest accrued but not due - on bank deposits 17,71,29,218.00 14,35,93,361.00
Advance to creche commiltee - 2,37,678.00
Prepaid Expenses 3,17,56,538.00 52,05,722.00
Sundry Deblors 13,04,000.00 13,04.000.00
Cenvat credit 1,04,30,896.00 1,04,30,896.00
Amount recoverable from APIIC for building 10,00,23,218.00 10,00,23,218.00
Advance to Instilute of Insurnace and Risk Management 41,50,20,841.10 41,50,20,841.10
Other - Advance for travel and LFC 1,06,320.00 &
Advance with CPWD 23,71,373.00 1,76,10,313.00
Consumables 15,32,098.00 &
TOTAL 73,96,74,502.10 69,34,26,029.10
Cash and bank balances
Cash in hand - -
Cheques in hand - -
Cash/ cheques in transit - -
TOTAL - -

Balances with scheduled banks

(a) On current account (including SWEEP balance)

40,42,27,382.32

31,92,39,283.31

{b) On deposit account

Balance with non scheduled bank

(a) On current account

(b) On deposit account

TOTAL

40,42,27,382.32

31,92,39,283.31

(Balaji enkataratanan)

CAO




ANNEXURE IV
INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA
Attached to and forming part of Balance Sheet as at 31st March, 2022

INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY FUND
(Amount in Rs.)

. Figures for current year Figures for previous year
Particalars (2021-22) (2020-22)
Grant from Government of India - -
Others 8,93,243.68 8,93,243.68
Total 8,93,243.68 8,93,243.68

(Balaji Venkataramanan)
CAO



ANNEXURE V

'INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA
Attached to and forming part of Balance Sheet as at 31st March, 2022

CONTINGENT LIABILITIES
(Amount in Rs.)

Figures for current year Figures for previous year

Particulars (2021-22) (2020-21)

(Balaji Venkataramanan)
CAO



ANNEXURE VI
INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA
Attached to and forming part of Income and Expenditure Account for the year ended 31st March, 2022

PAYMENTS TO AND PROVISIONS FOR EMPLOYEES

(Amount in Rs.)

Sl. No.

Particulars

Figures for current year

Figures for previous

(2021-22) year (2020-21)
(i) |Salaries, allowances, wages and bonus 78,59,54,744 74,28,48,069
Contribution to provident fund, etc (including
(i) |contribution to superannuation fund) 9,29,64,253 14,33,40,567
(iii) | Gratuity 45,55,884 1,96,21,627
(iv) |Staff welfare expenses 1,15,55,354 99,23,679
(v) |Others

Book grant 13,50,869 11,64,877
Leave travel concession 1,71,70,252 9,66,396

Monetary award - studies . -
Contribution to group insurance scheme 1,18,77,622 1,16,74,071
Reimbursement of expenses incurred by staff 17,28,90,262 15,39,97,130
Leave salary encashment 1,33,89,533 1,90,20,374
Total 1,11,17,08,772 1,10,25,56,790

(Balafi Venkatdramanan)

CAO




ANNEXURE VII

INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA
Attached to and forming part of Income and Expenditure Account for the year ended 31st Marc h, 2022

ESTABLISHMENT EXPENSES

(Amount in Rs.)
; Figures for current | Figures for previ
Rarticylars si/ear (2021-22) ’ (2050-2 -tl)o e
(1) (2) (3
House Keeping - Office maintenance 6,40,36,691 2,91,67,036
Repair and maintenance of equipments 10,97,29,650 7,98,42,906
Electricity and water expenses 2,03,36,068 1,88,74,720
Insurance expenses 14,72,133 21,98,021
Printing and stationery 9,52,179 25,35,796
Books/journals etc. 1,18,385 65,336
Postage, telephones, etc., 27,00,802 37,75,240
Travelling and conveyance - Inland 25,49,970 32,13,697
Travel - Foreign - 23,12,573
Legal and professional charges 1,63,56,508 44,42,026
Education/Training /R and D/Grievances redressal
expenses 10,43,739 16,17,391
Audit fees - 1,74,950
Recruitment expenses = 3,33,471
Expenses of meetings of Authority and Insurance Advisory
Committee and others 7,33,543 14,88,163
Membership and Subscription 77,80,519 95,78,083
Security services 54,18,074 38,54,610
Pantry expenses 2,53,541 4,210
Car repair and maintenance expenses 18,017 20,643
Other Expenses 10,35,818 9,03,942
Total 23,45,35,638 16,44,02,814

|

(Balajii@ra anan)

CAO



ANNEXURE VIl
INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA

Attached to and forming part of Income and Expenditure Account for the year ended 31st March, 2022

INTEREST

(Amount in Rs.)

Particulars

Figures for current year
(2021-22)

Figures for previous year
(2020-21)

Government

Banks

Others

Total

(Baldji Venkataramanan)
CAO




Annexure IX
THE INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY OF INDIA
Attached to and forming part of Income and Expenditure Account for the year ended 31% March, 2022

Notes to the Annual Statement of Accounts
[Unless otherwise specified, all amounts are in Rupees]

1. Background

Insurance Regulatory and Development Authority of India (The Authority) was established
by an Act of Parliament — Insurance Regulatory and Development Authority Act, 1999, (as
amended), and was constituted on April 19, 2000 by a notification issued in the Gazette of
India. The Authority was established with a view to protecting the interests of the holders
of insurance policies, to regulate, promote and ensure orderly growth of the insurance
industry and for matters connected therewith or incidental thereto, issue to the applicant a
certificate of registration, renew, modify, withdraw, suspend or cancel registration, and levy
fees and other charges for carrying out the purposes of the Act. In terms of Section 16 of
the Act a fund shall be constituted, namely, “The Insurance Regulatory and Development
Authority Fund” [Fund]. The Fund shall constitute all Government grants, fees and charges
received by the Authority and all sums received by the Authority from such other source
as may be decided upon by the Central Government. The Fund shall be applied for
meeting the salaries, allowances and other remuneration of the members of the Authority,
employees of IRDAI and the other expenses of IRDAI in connection with discharge of its
functions and for carrying out the purposes of the Act.

2, Summary of significant accounting policies

The financial statements are prepared under the historical cost convention, on the accrual
basis of accounting save for revenue recognition on cash basis as explained hereunder,
and in accordance with the applicable standards on accounting issued by the Institute of
Chartered Accountants of India. The significant accounting policies are as follows:

(a) | Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation. The minimum value of
assets for qualifying to be capitalized is Rs. 5,000/-. Depreciation on fixed assets is
provided using Straight Line Method as per the provisions of Part “C" of the Schedule Il of
The Companies Act, 2013. The indicative useful life of various categories is as follows:

Category Useful life in years
Buildings and Flats 60

Vehicles 8

Equipment 5

Furniture and Fixtures 10

Computer and Software 3

Home Office 3

Server and Network . 6

The physical verification of fixed assets is carried out once in three years. The physical
verification of fixed assets has been completed up to financial year 2020-2021.
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(b) | Investments
Investments in the nature of fixed deposits with public sector banks and subs‘criptibn to
shares in National Center for Financial Education are stated at cost. The income on
investment assets is accounted on accrual basis.

(c) | Income
(i) Registration fee

(@) Received from insurer for the first time to seek registration for carrying on
any class of insurance/re-insurance business in India is treated as income of
the year of receipt.

(b) Received from insurance intermediaries for the first time to seek registration
to act as insurance intermediaries is treated as income of the year of receipt.

(i) Renewal fee: Renewal fee is received in advance from insurers/re-insurers for
renewal of registration. It is treated as income of the year to which it relates.
Renewal fee received from intermediaries is treated as income of the year of
receipt.

(i) Penalty receipts: In respect of penalties ordered by the Authority, the regulated
entities have got 45 days of time to approach SAT. The receipt of penalty is
contingent upon the orders of SAT. Penalty receipts are treated as income of the
year of receipt. There is a consistency in the approach being followed on
accounting of penalty receipts.

Retirement benefits

The retirement benefits of employees, i.e. Gratuity and Leave Encashment, are covered
through Group Gratuity Scheme and Group Leave Encashment Scheme taken from Life
Insurance Corporation of India (LICI). v

Table 1 — Table showing Present Value of Obligation (Rs. in crore)

Particulars Gratuity Leave Encashment
2021-22 2020-21 2021-22 2020-21

Present value of obligations as 18.75 13.71 16.47 13.48
at beginning of year
Interest cost 1.31 0.99 1.15 0.94
Current Service Cost 1.57 1.25 1.37 1.47
Benefits Paid (0.52) (0.22) (2.19) (0.75)
Actuarial (gain)/ loss on (4.01) 3.02 0.90 1.33
obligations
Present value of obligations as 17.10 18.75 17.70 16.47
at end of year :

Table 2 — Table showing Fair Value of Plan Assets (Rs. in crore

Particulars Gratuity Leave Encashment
2021-22 | 2020-21 2021-22 | 2020-21

Fair value of plan assets at beginning 13.27 11.13 12.32 10.86
of year :
Expected return on plan assets 0.99 0.87 0.90 0.79
Contributions 1.50 1.49 1.55 1.42
Benefits Paid (0.52) (0.22) (2.19) (0.75)
Actuarial (gain)/ loss on plan assets 0.00 ~0.00 0.00 ~__0.00
Fair value of plan assets attheend of | 15.24 13.27 12.58 12.32
year
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Table 3 — Principal Actuarial Assumptions

Particulars Gratuity Leave Encashment
Discount Rate 7.00% 7.00%
Salary Escalation 6.00% 6.00%

Method of valuation used is ‘Projected Unit Cost Method'. The value of fund for Gratuity
Scheme was Rs. 14.72 crore and for Leave Encashment Scheme was Rs. 12.38 crore as
at 31 March, 2022.

IRDAI contributes to IRDA Employees Provident Fund, National Pension Scheme and
IRDA Superannuation Fund Trust, as applicable.

IRDAI has Medical Assistance Fund (MAF) Scheme with contribution from employer and
employees. The quantum of the fund as on 31 March, 2022 was Rs.4.63 crore including
an amount of Rs.0.16 crore which has been transferred to the Fund as interest in the
current year. The below table shows the brief details:

Particulars Amount (Rs. in crore)
Opening Balance 4.52
Add: Additions during FY 2021-22 0.28
Less: Withdrawals during FY 2021-22 0.17
Closing Balance 4.63

The Actuarial Valuation of MAF for financial year 2019-20, 2020-21 and 2021-22 was not
carried out.

Revision in the pay and allowances of the employees of IRDAIl was ordered on 11.4.2022,
effective from 1.11.2017. The Actuarial valuation in respect of the Retirement Benefits as
on 31.03.2022 was based on the then existing pay structure- (pre-revised) of the
employees and the normal projected escalation cost considered by LIC in Actuarial
valuation. '

(e)

Non-interest bearing loan/advance to IIRM

IRDAI had given interest free loan/advance to Institute of Insurance and Risk Management
(IIRM). The outstanding balance of the loan as on 31 March, 2021 was Rs.41.50 crore. The
Authority has decided (in 94" Meeting held on 24" October, 2016) to defer the due and unpaid
installments of 15t and 2™ |oan till the year 2019-20. The repayment of 3 [oan is yet to start as
per the MOU. As regards the 4" [oan the terms of repayment/modalities are being finalized
and amendment of revised MOU is under process.

(f)

IRDAI Building

The earlier agreement with APIIC for the construction of ‘office building of IRDAI had been
cancelled. The contractor has filed a writ petition against APIIC in 2013. An amount Rs. 10
crore had been retained by APIIC (now TSIIC) as per the terms of MOU between APIIC and
IRDAI. The amount of Rs. 10 crore is recoverable since 2014 and provision for doubtful debts
at 100% has been made in respect of the same.
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A writ petition vide no. 369/2020 filed by M/s Unity Infra Projects Limited (Petitioner) in the High
court of Telangana, where The Telangana State Industrial Infrastructure Corporation L imited
(TSIIC) is the 1st respondent and IRDAI is the 27 respondent, is pending for adjudication. The
petition is filed in connection with the work executed by M/s Unity Infra Projects Limited for the
construction of office building of IRDAI and the amount claimed by the petitioner is Rs.
22,12,97,683/-. Prima facie IRDAI was not privy to the agreement (for construction of office
building of IRDAI) entered between TSIIC and Unity Infra Projects Ltd".

3. Income Tax

No income tax provision has been made as the income of the Authority is exempt under Section
10 (23BBE) of the Income Tax Act, 1961.

4. Service Tax/Goods and Services Tax

IRDAI were exempted from the ambit of Service Tax for all the services rendered w.e.f.
1.4.2016 as per Budget speech of the Hon'ble Finance Minister, Memorandum explaining the
provisions of the Finance Bill and TRU letter dt. 29.2.2016. However, in the notification no.
9/2016-ST dt. 1.3.2016 of Service Tax Department for exemption, it was mentioned ‘Services
provided by IRDAI to insurers ..." are exempted from Service Tax. In GST regime, in notification
no. 12/2017 -Central Tax (Rate) dt. 28.6.2017, it was mentioned that services provided by
IRDAI to insurers are exempted from GST. The matter had been taken up with Department of
Revenue (DOR) to issue a corrigendum to the notification. Department of Financial Services
had also supported the concerns of IRDAI and had taken up the matter with DOR.

However, it is recently understood that DOR had clarified that the services rendered by IRDAI
to insurance intermediaries are not exempted from Service-tax and GST. Accordingly, in
respect of the services rendered to insurance intermediaries during the period from 1.7.2017
to 31.3.2022, IRDAI has made a provision of Rs. 10,24,97,942/- towards GST liability, in its
books of accounts as on 31.3.2022.

Further, in the Service-tax appeal no. 36/2021-HYD(ST), in respect of the (a) service-tax
demand for the services rendered to insurance intermediaries during the period from 1.4.2016
to 30.6.2017, (b) interest on service tax demand and (c) penalties raised against IRDAI, the
Commissioner of Customs & Central Tax (Appeals-1), Hyderabad, vide his order dt. 22.6.2022,
has reduced the service-tax demand by Rs. 23,36,229/-, set aside interest on the demand
reduced and penalty equivalent to the demand reduced. The Commissioner has also ordered
appropriation of the CENVAT credit against the service tax liability due from IRDAI. The net
amount payable by IRDAI after setting of the CENVAT credit includes (a) Rs. 57,42,330
towards service-tax, (b) interest @ 18% on the said service tax liability (till the date of payment)
and (c) penalty of Rs. 1,55,74,859. The net service-tax demand of Rs. 57,42,330 has been
paid under protest and an appeal against the order has been filed with the Customs, Excise
and Service Tax Appellate Tribunal, Hyderabad, on the ground of limitation.

(Balajfétaramanan)
CAO

Page 4 of 4




