M-01/0103/2015-DPE(MoU)

Government of India
Ministry of Heavy Industries & Public Enterprises
Department of Public Enterprises

(MoU Division)
Block No. 14, 3" Floor
CGO Complex, Lodi Road
New Delhi-110 003
Dated 7"t 2005
OFFICE MEMORANDUM

Sub: Signing of MoU for the year 2015-16.

The undersigned is directed to refer Ministry of Commerce & Industry vide O.M.
No.6/23/2011-E&MDA dated 27.03.2015 on the subject mentioned above and to forward
herewith two copies of the authenticated MoU for the year 2015-16 in respect of Export
Credit Guarantee Corporation of India Ltd. It is requested that a statement indicating the
MoU targets and actuals for the last five years, MoU targets for 2015-16 in respect of the
financial parameters along-with the details of computation, self declaration certificate may
please be annexed to the final MoU to be signed by the CPSE with the Ministry.

2 It is requested that the approved MoU may please be signed and two copies of the
signed MoU along with the soft copy may please be sent to this Department for record.

3. The signed copy of the MoU for the year 2015-16 may please be laid in both the
houses of Parliament by the Administrative Ministry/Department.

4. The Administrative Ministry and the CPSE may consider posting on their website the
signed copy of the MoU 2015-16 after the same has been laid in the Parliament.

@—gw L ey

(Mukesh Kumar Gupta)
Director (MoU)
Tel: 011-24360841
e-mail: mou-dpe@nic.in
Encl: as above.

To:
Joint Secretary,
Ministry of Commerce & Industry.
New Delhi

Copy to:

VED/ CMD (Addl. Charge), Export Credit Guarantee Corporation of India Ltd.
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You Focus on Exports. We cover the risks

Memorandum of Understanding
2015-16

ECGC Ltd.

(formerly Export Credit Guarantee Corporation of India Ltd.)
( A Government of India Enterprise)
Express Towers, 10t Floor, Nariman Point, Mumbai-21, India
Tel: (022) 6659 0500-10. Fax: (022) 6659 0517. Toll Free: 1-800-224500.



Web: www.ecgc.in

Memorandum of Understanding
Between Ministry of Commerce,
Government of India
And
ECGC Limited

For the year 2015-16
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MEMORANDUM OF UNDERSTANDING
FOR THE YEAR 2015-16

PART |

MISSION

To support the Indian Export Industry by providing cost effective insurance and related

services to meet the growing needs of Indian export market by optimal utilization of
available resources.

VISION

To excel in providing export credit insurance and trade related services.

vi.

OBJECTIVES
To encourage and facilitate external trade of India.

To assist Indian exporters in managing their credit risks by providing timely
information on worthiness of the buyers, bankers and importing countries.

To protect the Indian exporter against unforeseen losses, which may arise
due to failure of the buyer, bank or problems faced by the country of the
buyer through cost effective credit insurance, covers in the form of Policy
and Investment Insurance services comparable to similar covers available to
exporters in other countries.

. To facilitate availability of adequate bank facilities (funded/non-funded) to the

Indian Exporters by providing credit/surety insurance cover for the banks at
competitive rates.

To achieve improved performance in terms of financial and operational
efficiency indicators.

To develop world class expertise in credit insurance and ensure continuous
innovation and achieve highest customer satisfaction through delivery of
quality services.

vii. To create awareness among customers by continuous publicity and

promotion.



PART -

EXERCISE OF ENHANCED AUTONOMY AND

DELEGATION OF POWERS

All powers delegated to MoU signing companies will be available to

ECGC.
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PART -1V

COMMITMENTS/ASSISTANCE FROM THE GOVERNMENT

1. Government of India would consider providing capital of Rs.400
crores to ECGC during 2015-16.

2. Ministry of Commerce will take urgent steps to fill the 4
vacancies in the Board of ECGC for non-official directors.

11



Part V

ACTION PLAN FOR IMPLEMENTATION AND
MONITORING OF THE MoU

Th.e ﬁpancial, dynamic, enterprise and sector specific parameters mentioned in the
guidelines of MoU 2015-16 are dissected into operational objectives of the
Corporation and translated into action plan as mentioned below.

1. Finalised targets of MoU 2015-16 will be converted into operational targets for
branches/departments of the Corporation and will be communicated before April
15, 2015.

2. Sectoral Heads and Department Heads are assigned the respective parameters |
to follow up for execution as scheduled.

3. Monthly review of achievement of targets by individual branches/departments
shall be done by senior management and wherever necessary modifications will
be done.

4. Review of progress made on the MoU targets for every quarter shall be reported
to Board of Directors.

5. Preparation of data for review for every six months (half yearly) achievements of
MoU targets by the Corporation. CMD of ECGC and the Secretary, Department
of Commerce, Government of India will hold review meetings.

6. Submission of data and projections for draft MoU 2016-17 before the time
allowed.

7. Submission of MoU composite score for 2014-15 based on audited data before
August 31, 2015.

8. Evaluation will be done annually by DPE.

el ]LL\*’” -
& Roooeali |

Chair"an—éum—Managing Director Secretary

ECGC of India Limited Government of India

Mumbai Department of Commerce

New Delhi

"MoU 2015-16 |
12 Approved by DPE/TF |
JAFM

Sli‘ndﬂw

—




Self Declaration / Certification by CPSE

It is hereby certified that the targets and actual achievements in respect of
financial parameters have been worked out as per MoU guidelines by adopting
the norms and definitions laid down in MoU guidelines for the year 2015-16. In
case, any deviation is found at the time of appraisal of performance, DPE is
free to evaluate as per audited accounts and as per MoU guidelines. CPSE
has no right of claim in this regard.

/ [

R Ll =

Authorised Signatory

—
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Self-declaration for compliance of Directives of Government &

Regulators

It is hereby certified that the CPSE has complied all the directives of government and
requirements of regulators. In case, any deviation is found at the time of appraisal of
performance, DPE is free to evaluate as per Guidelines, directives issued by the

government/regulators. CPSE has no right of claim in this regard.

u J (\ )8 K \( ;-"'\'1} \\\;
s e

Authorised Signatory

14
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Gross Operating Margin for 2015-16

ECGC is a specialized export credit insurance company registered as non-life insurance
company with Insurance Regulatory and Development Authority of India (IRDAI). The financial
statements of ECGC are drawn up in accordance with the Regulatory provisions of section
11(1) of the Insurance Act, 1999. Insurance company’s financial health is determined by three
critical elements viz underwriting efficiency, management expenses and investment returns.
Underwriting efficiency is determined after accounting net claims including provisions, net
commission expenses and revenue expenses (employee costs and other administrative costs).
Management expenses that includes apart from employee costs, marketing, sales, distribution,
administrative and investment costs are a critical element that determines the operational
efficiency of the company. With a view to ensure that the insurance companies does not erode
the policy holders and share holders’ funds (accumulated premium and technical provisions)
through higher management expenses IRDAI has stipulated a maximum of 20.01% of premium
as permitted management expenses (for ECGC estimated is 17.16%). Ensuring adequate
returns on the policy holders’ funds and share holders’ funds (Capital and free reserves) through
efficient investment is the third critical element that determines the financial success of the
insurance companies. Hence Gross operating margin that includes profit before tax (PBT) as
declared by ECGC in its audited financial statements and depreciation are better measures that
can be verified accurately through audited financial statements (published and placed before the
parliament) is to be reckoned as parameter under MOU in lieu of gross operating margin as
defined by DPE.



*R.U.R: Reserve for Unexpired Risk

ACTUAL ACTUAL EXPECTED ESTIMATES FOR 2015-16
w 31/03/2014| 30/09/2014| FY 2014- 15 | Excel V Good GOOD FAIR POOR
i i 0| 1490.00 1470.00| 1396.50| 1326.68| 1260.34
less reinsurance 319.56 168.24 376.25 407.95
- |Net premium income 984.17 442.12 1023.75 1062.06
et R.U.R* -76.82 -8.31 -19.79 -19.15
Net premium earned 907.35 433.81 1003.96 1042.90
Income from ins. Busi. 907.35 433.81 1003.96 1042.90
Income from PH funds 267.11 143.13 297.92 313.36
Total (A) 1174.46 576.94 1301.88 1356.26
Net claims 770.75 339.17 1009.35 1022.63
Prem Deficiency 0.00 0.00 0.00 0.00
E'ployee + Admn cost 153.71 102.87 240.00 252.25
Commission Paid (net) -57.92 -25.96 -53.00 -45.00
Total (B) 866.54 416.08 1196.35 1229.88
Operating profit bef dep. 332.59 160.86 105.53 126.38
Income from SH funds 210.08 111.44 223.08 233.64
1 ir : 272.30] 28. 378.02 360.02] 342.02| 324.92| 308.67
Deferred rev
PBDIT 542.67 272.30 328.61 360.02
Dep 3.63 1.63 4,00 4.00
Gross profit 539.04 270.67 324.61 356.02
Pro. Doubtful debts 0.00 0.00 0.00 0.00
PBT 539.04 270.67 324.61 356.02
Tax incl. Def tax 174.05 88.28 110.33 117.49
Prior period 0.14 0.74 0.00 0.00
Earlier yr. Tax adj. 4,16 0.00 0.00 0.00
Net profit (PAT) 360.69 181.65 214.28 238.54
Dividend inc. Interim 88.00 0.00 54.00 60.00
Div Distribution Tax 14.96 0.00 8.76 9.73
CSR & SD 1.08 5.62 5.42
Tran. to free reserve 256.65 181.65 145.89 163.38
P&L a/c closing change 0.00 177.97
a. Claim payment
+ paid actually 897.49 114.56 880.70 955.40
- ceded to rein 401.77 22.99 110.00 130.00
+ C.year provision 3177.62 3559.11 3260.00 3612.00
- to be ceded to rein 213.69 288.75 318.75 330.00
- L.year provision 2588.17 2963.93 2588.17 2941.25
871.48 398.00 1123.78 1166.15
b. Claim recovery
+ recovery 133.64 70.57 157.56 183.00
+ C. year provision 7.39 5.97 5.00 5.00
- to be shared with rein 24,67 10.32 32.50 39.48
- Lyear provision 15.63 7.39 15.63 5.00
100.73 58.83 114.43 143.52
Net Claim incurred (a-b) 770.75 339.17 1009.35 1022.63
Fair value 54.39 171.51 0.00 0.00
Capital 1100.00 1133.33 1200.00 1200.00
Res & Surplus 1674.40 1852.38 1820.29 1983.67
FV 0.00 171.51 0.00 0.00
Net Worth of the company 2774.40 2985.71 3020.29 3183.67
aaren
- - 135.11 128.67] 122.24] 116.13] 110.32
Premium/Claim Paid
(Gross) 145.26 153.86
. - 7.49 7.12 6.76 6.42
. 7. 17.16 18.02 18.92 19.86
- 3 37.92 36.03 34.23 32.51
Investment Income 507.00 531.00
Policy Fees 14,00 16.00
Net Profit 2012-13 242.79
Net Profit 2013-14 360.70
Net Profit 2014-15 214.28




