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Independent Actuary’s Opinion

23 April 2025

The Board of Directors
SBI Life Insurance Company Limited
Natraj, M.V. Road and Western Express Highway Junction 
Andheri (East), Mumbai - 400 069

WTW Opinion on Embedded Value as at 31 March 
2025

Willis Towers Watson Actuarial Advisory LLP (“WTW”, “we”, 
“us” or “our”) has been engaged by SBI Life Insurance 
Company Limited (“SBI Life” or “the Company”) to review 
and provide an independent actuarial opinion on the 
embedded value results prepared by SBI Life.

The review covered the embedded value as at 31 
March 2025 of INR 702.5 billion and the value of one year’s 
new business written during the period 1 April 2024 to 
31 March 2025 of INR 59.5 billion (together, “embedded 
value results”).

Scope of work

Our scope of work covered:

•	� A review of the model, methodology and assumptions 
used to determine the embedded value results;

•	� A review of the results of SBI Life’s calculation of the 
embedded value results;

•	� A review of movement in embedded value from 31 
March 2024 to 31 March 2025;

•	� A review of movement in value of new business from 
31 March 2024 to 31 March 2025; and

•	� A review of select sensitivities as defined 
by the Company.

Opinion

WTW has concluded that the methodology and assumptions 
used to determine the embedded value results of SBI 
Life materially comply with the standards issued by the 
Institute of Actuaries of India within the Actuarial Practice 
Standard 10 (“Indian Embedded Value Principles”), and in 
particular that:

•	� the economic assumptions used are internally 
consistent and result in the projected cash-flows being 

valued in line with the prices of similar cash-flows that 
are traded on the capital markets;

•	� the operating assumptions have been set with 
appropriate regard to the past, current and expected 
future experience;

•	� the Required Capital has been determined and 
projected on the basis of SBI Life’s internal capital 
target of 180% of the Required Solvency Margin and 
has been assessed from a shareholders’ perspective;

•	� allowance has been made for the Cost of Residual 
Non-Hedgeable Risks; and

•	� for participating business, the assumed bonus rates, 
and allocation of profit between policyholders and 
shareholders, are consistent with the projection 
assumptions, established company practice and local 
market practice.

WTW has performed high-level reasonableness checks, 
commensurate to the reporting schedule, on the results 
of the calculations performed by SBI Life.  On the basis of 
this review, WTW has confirmed that no issues have been 
discovered that have a material impact on the disclosed 
embedded value as 31 March 2025, the value of one year’s 
new business written during the period 1 April 2024 to 31 
March 2025, the movement in embedded value over 31 
March 2024 to 31 March 2025, movement in value of new 
business over 31 March 2024 to 31 March 2025 and the 
sensitivity analysis as at 31 March 2025.

Based on an incremental model review for material new 
products and key model changes incorporated by SBI Life 
during the year, WTW has confirmed that the model used 
to prepare the results align with, in all material respects, the 
intended methodology and assumptions.

In arriving at these conclusions, WTW has relied on data 
and information provided by SBI Life. This Opinion is made 
solely to SBI Life in accordance with the terms of WTW’s 
engagement letter dated 17 November 2022. To the 
fullest extent permitted by applicable law, WTW does not 
accept or assume any responsibility, duty of care or liability 
to anyone other than SBI Life for or in connection with 
its review work, the opinions it has formed or for any 
statements set forth in this opinion.

Vivek Jalan, 	 � Kunj Behari Maheshwari, FIAI
FIAI Partner	�  Partner

Willis Towers Watson Actuarial Advisory LLP
Registered Office:
A-210, Pioneer Urban Square 
Sector - 62
Golf Course Extension Road 
Gurugram-122003, India

2.3 	Sensitivity Analysis

Scenario Change in IEV% Change in VoNB%

Reference Rate +100 bps (3.2%) (0.5%)

Reference Rate -100 bps 3.4% 0.5%

Decrease in Equity Value 10% (2.1%) (0.4%)

Proportionate change in lapse rate +10% (1.0%) (4.5%)

Proportionate change in lapse rate -10% 1.0% 4.8%

Mortality / Morbidity +10% (2.1%) (6.1%)

Mortality / Morbidity -10% 2.1% 6.1%

Maintenance Expense +10% (0.6%) (1.8%)

Maintenance Expense -10% 0.6% 1.8%

Mass Lapse for ULIPs in the year after the surrender penalty period of 25% * (2.6%) (9.1%)

Mass Lapse for ULIPs in the year after the surrender penalty period of 50% * (5.7%) (19.6%)

Tax Rate Change to 25% on Normal Tax basis (5.4%) (8.9%)

	 * Mass lapse sensitivity (of 25% or 50%) for ULIP business is applied at the end of surrender penalty period as defined by APS 10.

3. 	 Methodology and Approach

	� IEV is calculated as the sum of Adjusted Net Worth 
(ANW) and Value of In-Force business (VIF).

	� ANW comprises Free Surplus (FS) and Required  
Capital (RC).

	 VIF consists of the following components:

		�  Present Value of Future Profits (PVFP) expected 
to emerge from the covered business;

		  Less Frictional Cost of Capital (FCoC);

		�  Less Time Value of Financial Options and 
Guarantees (TVFOG);

		�  Less Cost of Residual Non-Hedgeable Risks 
(CRNHR).

3.1 	Components of Adjusted Net Worth (ANW):

	� This is the value of all assets allocated to the covered 
business that are not required to back the liabilities of 
the covered business.

	 �Free Surplus (FS): Free Surplus represents the market 
value of any assets in excess of liabilities and Required 
Capital which is potentially distributable to shareholders 
immediately. Free Surplus has been calculated as the 
excess of ANW over the Required Capital.

	 �Required Capital (RC): Required Capital is the amount 
of assets attributed to the covered business over 
and above that required to back liabilities for the 
covered business whose distribution to shareholders 
is restricted. Required Capital has been set at 180% 
of the Required Solvency Margin (RSM), based on 
the Company’s internal capital target. RSM has 
been determined by applying the solvency margin 
factors prescribed by the IRDAI appropriate to each 
line of business.

3.2	 Components of Value of Inforce (VIF) business:

	 �Present Value of Future Profits (PVFP): PVFP 
represents the present value of future post taxation 
shareholder cash-flows projected to emerge from 
the in-force covered business and the assets backing 

liabilities of the in-force covered business. The PVFP 
incorporates an allowance for the intrinsic value of 
financial options and guarantees.

	 �Frictional Cost of Capital (FCoC): FCoC reflects 
the impact of taxation on investment returns and 
investment costs on the assets backing required capital. 
FCoC has been estimated as the present value of:

	 •	� tax on investment earnings on assets backing the 
required capital; and

	 •	� investment expenses (after tax) incurred in 
holding such assets.

	� Required Capital is assumed to be maintained 
throughout the lifetime of the underlying liabilities, at 
the internal target level of 180% of the RSM.

	 �Time Value of Financial Options and Guarantees 
(TVFOG): Allowance is made for asymmetric impact 
on shareholder value due to any financial options and 
guarantees within the covered business.

	 �Cost of Residual Non-Hedgeable Risks (CRNHR): A 
bottom-up assessment of risks has been undertaken 
to allow for the cost of residual non-hedgeable risks 
not already allowed for elsewhere. CRNHR has been 
estimated using a cost of capital approach.

3.3	 Assumptions used for IEV Calculation:

	� The expense assumptions used in the IEV (Indian 
Embedded Value) estimation represent the unit costs 
arising out of actual experience of the FY 2024-25 
and makes no allowance for any productivity gains/
cost efficiencies beyond what is achieved up to the 
valuation date. Allowance has been made for future 
inflation on the expenses. Further, any one-off 
costs incurred during FY 2024-25 and development 
expenditure have not been identified separately or 
excluded when determining the unit cost assumptions.

The rate of income tax considered is 14.56%.

The zero-coupon government bond yield curve published 
by FBIL was used as the assumed reference rates.


