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Facilities/Instruments Amount (X crore) Rating Action

Subordinate Debt* 425.00 CARE AA; Stable Reaffirmed

Details of instruments/facilities in Annexure-1.
* CARE Ratings Limited (CARE Ratings) has rated the aforesaid subordinate debt considering the regulatory conditions and in
view of their sensitiveness to the company’s solvency ratio and profitability due to the regulatory covenants during the long tenure
of the instrument. Interest payable on subordinate debt will be subject to the following:

e The solvency of the issuer remains as per regulatory stipulation

o Where the impact of such payment may result in net loss or increase the net loss, prior approval of the authority for such

payment will be obtained. A

Any delay in payment of interest / principal (as the case may be) following the invocation of covenants, would constitute an event
of default as per CARE Ratings’ definition of default and as such these instruments may exhibit sharper migration of the rating.

Rationale and key rating drivers

The rating assigned to subordinated debt of Magma General Insurance Limited (Magma) [Erstwhile Magma HDI General Insurance
Company Limited] favourably factors in its strong parentage, strategic importance of Magma to its parent and demonstrated
need-based support from the parent, and the financial flexibility resulting from its association with the Poonawalla group. The
rating also continues to factor in the experienced management team and the adequate solvency position. However, the rating is
constrained by moderate size of operations, limited business diversification and modest profitability metrics.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors: Factors that could individually or collectively lead to positive rating action/upgrade:
e  Significant increase in size of operations and overall market share.
. Improvement in profitability metrics with a diversification in the product portfolio.

Negative factors: Factors that could individually or collectively lead to negative rating action/downgrade:
. Material changes in shareholding pattern, leading to weakening support philosophy from the Poonawalla group.
. Weakness in the capitalisation profile, with solvency falling below 1.7x on a sustained basis.

Analytical approach:
Standalone, along with factoring in the linkage with the promoter of the Poonawalla group.

Outlook: Stable
The stable outlook reflects CARE Ratings’ expectation of continued need-based capital support from the Poonawalla group while
maintaining growth momentum, reducing costs and adhering to prudent solvency levels.

Detailed description of key rating drivers:

Key strengths

Strong and resourceful promoter

Sanoti Properties LLP (Sanoti) held by Mr. Adar Poonawalla and Rising Sun Holdings Private Limited (RSPHL) in the ratio of
90%:10%, held 72.5% stake in Magma as on November 11, 2024. RSHPL is the holding company of the Poonawalla Group, having
investments in insurance, retail, pharma, and the financial services segments. Over the last few years, Poonawalla Group has
infused 1,065 crore thereby gradually increasing its stake to 72.5%. During November 2024, X300 crore of equity capital was

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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infused of which X150 crore was infused by Sanoti while remaining X150 crore was infused by non-promoter companies/ family
offices.

By virtue of the strong parentage, the company benefits from capital support and financial flexibility which has enabled gradual
diversification of the company’s earnings profile from motor insurance to other distribution intensive segments such as health
insurance.

The company’s board of directors consists of eight directors with varied experience in their respective functional areas. The board
includes one nominee from Poonawalla group and two nominees from Celica Developers. Mr. Rajive Kumaraswami is the Managing
Director & CEO of Magma, having more than two decades of experience in the insurance industry. Magma’s key management
team consists of professionals with relevant experience in the industry.

Considering that Magma foray into the insurance sector and the demonstrated track record of necessary capital support, CARE
Ratings expects the Poonawalla group to continue to maintain the majority shareholding in the company and provide need-based
capital, going forward.

Adequate solvency

Magma'’s solvency margin stood at 1.77 times as on September 30, 2024 [March-24: 2.05 times] which is above the regulatory
threshold of 1.50 times translating into an excess capital of 190 crore as on September 30, 2024 [March-24: X328 crore]. The
y-0-y reduction in solvency margin was led by higher than industry growth in GWP coupled with growth in distribution intensive
health and personal accident insurance business (grew by 47% during H1FY25).

Going forward, CARE Ratings expects the solvency margins to remain above of 1.70x in the medium term.

Key weaknesses

Modest size of operations with limited business diversification

During FY24, Magma’s GWP grew at a five-year CAGR of 26.3% to 3,295 crore [H1FY25: %1,631] and the company has a market
share of 1.05% [PY.: 0.99%] within general insurance industry. The market share for motor and health segment stood at 2.26%
[PY.: 2.29%] and 0.60% [PY.: 0.26%] respectively.

While CARE Ratings’ note YoY increase in the company’s size and overall market share, it remained modest due to concentrated
motor segment (accounted for 62.9% of GWP during FY24 against 71.9% during FY23). Company has been focusing on
diversifying its line of business (LOB) by increasing the share of health & personal accident insurance business, the share of which
increased to 21.4% during FY24 [PY.: 9.7%] while commercial segment accounted for 15.6% of GWP during FY24 [PY.: 18.4%].
Within motor segment, the company has further diversified its portfolio with commercial vehicle consisting of 45.9% share in the
segment during FY24 [PY.: 44.7%] followed by private car (FY24: 24.9%, FY23: 20.5%), two-wheeler (FY24: 20.4%, FY23:
23.8%), tractor (FY24: 5.4%, FY23: 6.8%) and standalone third party (FY24: 3.4%, FY23: 4.2%). Within health & personal
accident insurance segment, the company has been focusing on SME group health business (31% of this group business has less
than 500 lives insured).

Magma sources 39.3% of its GWP from agency network during FY24 [PY.: 41.4%], 22.3% [PY.: 28.6%] from original equipment
manufacturers (OEMs), 18.8% [PY.: 10.2%] from corporate sales team and 6.5% [PY.: 6.3%] from banca channels. Company
has been aiming to diversify and strengthen its distribution franchise through ecommerce and other innovative channels apart
from agency and OEMs.

Led by the gradual scaling up of its operations, the ramp-up in distribution channels and adequate solvency levels, CARE Ratings
expects the company to diversify its product portfolio and reduce the concentration in the motor segment to around 60% of the
total GWP in the medium term.

Moderate profitability metrics

During FY24, the GWP grew by 27.3% YoY to %3,295 crore against overall industry growth of 12.8% growth. Company’s reported
losses reduced to ¥141.2 crore [PY.: ¥287.1 crore]. This was led by reduction in expense of management to GDP (EOM - as per
the regulatory returns filed) to 32.87% during FY24 [PY.: 42.1%]. Going forward, the reduction in EOM is expected to be supported
by economies of scale and balanced health portfolio. However, loss ratio increased to 79.9% during FY24 [PY.: 72.6%] due to
increased claims in health (increased from 72.1% during FY23 to 87.5% during FY24), motor (increased from 73.4% during FY23
to 78.9% during FY24) and fire segment (increased from 26.6% during FY23 to 41.5% during FY24). As a result, the combined
ratio improved to 116.5% during FY24 [PY.: 123.8%]. Additionally, company’s reported investment income during FY24 stood at
%403.9 crore [PY.: ¥299.5 crore] with a reported investment yield of 6.6% [PY.: 5.99%].

During H1FY25, company reported a profit of X17 crore against loss of ¥28 crore during H1FY24. This was led by loss ratio of
83.3% [PY.: 81%] and reduced EOM (as per the regulatory returns filed) of 32.36% [PY.: 32.95%]. Further, company reported
an investment income of ¥253.9 crore [PY.: ¥188.6 crore] with a reported investment yield (annualised) of 7.09% [PY.: 6.44%].
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Supported by a gradual diversification in the product portfolio and an increase in the scale of operations, CARE Rating’s expects
the company to turn profitable in the near term.

Liquidity: Strong

Magma has a strong liquidity profile, where the company’s liquidity coverage ratio (liquid investment + cash & cash equivalent /
technical reserves including sub debt repayment) stood at 131.7% as of September 30, 2024 [Mar-24.: 132.6%] with liquid
investment (G-secs and AAA rated bonds) being 6,813 crore [March-24: 6,431 crore]. During FY24, as per the cashflow
statement the cash inflows (premiums received+ investment income) stood at 3,905 crore against claims payouts of X1,139
crore and total expense (opex + commission + re-insurance expenses) of X1,272 crore.

Assumptions/Covenants
Not applicable

Environment, social, and governance (ESG) risks
Not applicable

Applicable criteria
Definition of Default
Factoring Linkages Parent Sub JV Group
Rating Outlook and Rating Watch
Financial Ratios - Insurance Sector
Insurance Sector

About the company and industry

Industry classification

Macroeconomic indicator  Sector Industry Basic industry
Financial Services Financial Services Insurance General Insurance

Magma General Insurance Limited (Magma) [Erstwhile Magma HDI General Insurance Company Limited] was incorporated in
2009 as a joint venture between Magma Fincorp Limited, Celica Developers Private Limited, Jaguar Advisory Services Private
Limited and HDI Global SE Germany. In February 2021, with acquisition of Magma Fincorp Ltd by Pune based Poonawalla group,
the Poonawalla group became the promoters of Magma. Subsequently, in March 2022, a part of the shareholding of the erstwhile
promoter group companies was also acquired by the Poonawalla group. During June 2022, the shareholding by erstwhile Magma
Fincorp and other Poonawalla group companies was consolidated into Sanoti Properties LLP (held by Adar Poonawalla and Rising
Sun Holdings Private Ltd) and during November 2023 HDI Global SE sold its entire stake to the Poonawalla group and exited the
company. As on November 11, 2024, company is 72.5% is held by Sanoti (Poonawalla Group company) while remaining stake is
held by Celica Developers (12.3%), Jaguar Advisory (7.7%), Mr. Keki Mistry (1.8%) and others (5.7%).

The company offers both retail and commercial general insurance products. Retail products consist of motor (Car, Two-wheeler,
Commercial Vehicles, Tractor), health and individual personal accident covers. While commercial products consist of property, fire,
marine cargo, and liability insurance. The company has a market share of 1.05% in the non-life insurance space. The company
has 96 branches and has sold 19.72 Lakhs of insurance policies during FY24.

Brief Financials (% crore) | FY23 (A) FY24 (A) H1FY25 (UA) |
Gross direct premium 2,534 3,044 1,507

Gross premium written 2,588 3,295 1,631

PAT -287 -141 17

Claims Outstanding 2,523 3,272 3,744

Total assets* 5,850 7,492 7510

Tangible net worth 817 836 863

Net NPA (%) 0 0 0

Solvency ratio (x) 2.10 2.05 1.77

A: Audited UA: Unaudited; Note: these are latest available financial results
*Adjusted for deferred tax assets and intangible assets
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Status of non-cooperation with previous CRA:
Not applicable

Any other information:
Not applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

LIS Maturity Size of the !latlng
Name of the Issuance Coupon Assigned and
DEVCNODE Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook

Debt-

Subordinate INE312X08018 30-03-2022 8.75 30-03-2032 100 CARE AA;
Stable

Debt

Debt-

Subordinate INE312X08026 28-12-2023 9.70 28-12-2033 200 CARE AA;
Stable

Debt

Debt-

Subordinate INE312X08034 20-03-2024 9.70 20-03-2034 75 CARE AA;
Stable

Debt

Debt-

Subordinate INE312X08042 20-03-2024 9.75 20-03-2034 50 CARE AA;

Debt Stable
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Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History

Date(s) Date(s) Date(s) DEICIO))
and and and and
Rating(s) Rating(s) Rating(s) Rating(s)
assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2022

Name of the
Instrument/Bank Amount

Facilities Outstanding | Rating
(X crore)

1)CARE
AA; Stable
- ore | e | e
1 g:gt's”bord'”ate LT 100.00 | AA; - ?f\z;_:zatf'e Stable
Stable 2CARE | o P~ | (30-Mar-
AA; Stable 22)
(05-Sep-
23)
1)CARE
AA; Stable
(23-Feb-
. CARE 24)
5 B:E’E—Subordlnate LT 250.00 AA: ) i i
Stable 2)CARE
AA; Stable
(05-Sep-
23)
CARE 1)CARE

3 Debt-Subordinate LT 75.00 AA; ) AA; Stable | i
Debt (23-Feb-
Stable

24)

LT: Long term; ST: Short term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities
Not applicable

Annexure-4: Complexity level of instruments rated

Name of the Instrument Complexity Level

1 Debt-Subordinate Debt Complex

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For detailed Rationale Report and subscription information,
please visit www.careedge.in
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