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Rating action 
ICRA Nepal has assigned the issuer rating of [ICRANP-IR] BBB- (pronounced ICRA NP Issuer Rating triple B minus) to Citizen 

Life Insurance Company Limited (CLICL). Issuers with this rating are considered to have moderate degree of safety 

regarding timely servicing of financial obligations. The rating is only an opinion on the general creditworthiness of the 

rated entity and not specific to any particular debt instrument. The sign of + (plus) or – (minus) appended to the rating 

symbols indicate their relative position within the rating categories concerned. Thus, the rating of BBB- is one notch lower 

than BBB. 

 

Rationale 
The assigned rating factors in CLICL’s strong franchise network (113 branches across the country as of mid-October 2020), 

which, coupled with an adequate solvency profile and an experienced BOD and management team augur well for future 

business growth. Low penetration of the insurance sector in Nepal also offers growth potential to the new players like 

CLICL. The rating also takes into consideration, quality investment profile with decent returns, and the company’s 

adequate reinsurance arrangements, including catastrophic provisions, which provides comfort to its claims-paying ability 

and its ability to maintain solvency in the event of catastrophic events. Similarly, a high proportion of endowment 

business in the overall premium earnings (~91% in FY2020 and ~97% in 3M FY2021), and the company’s ability to contain 

management expenses within the regulatory ceiling even during the initial years of operation, also remain rating 

positives. 

 

However, the rating remains constrained by CLICL’s limited track record (operating since October 2017) and modest policy 

continuation rate (~72% in FY2020 in terms of premium) though improved compared to 51% in FY2019. Likewise, the 

management’s ability to achieve sustainable growth amid intense competition remains to be seen. The rating also 

remains constrained by the fragmented nature of the industry and increasing competition (19 LICs in Nepal). Business 

disruptions caused by the Covid-19 triggered lockdown and the expected impact of the pandemic on the Nepalese 

economy might impair the company’s business for the medium term, raising rating concerns. 

 

Key rating drivers 
 

Strengths 
Product mix tilted towards endowment products and adequate distribution network – CLICL’s portfolio remains 

dominated by endowment insurance products, in line with the broader industry trend. Endowment insurance products 

accounted for ~91% of the gross premium written (GPW) in FY2020 (~97% in 3M FY2020) with the term insurance 

business, mainly comprising the mandatory Foreign Employment Term Policies (FE) business, accounting for the rest. The 

high proportion of the endowment business is a positive from business growth prospects. Despite its short span of 

operations, the company has marked its presence across Nepal through 113 branches and an agency force of ~15,000 as 

of mid-October 2020. Healthy growth is expected in the medium term with full-fledged operations of newer outlets. 

 



 
 

Adequate capital position – CLICL has maintained a comfortable capital position, as reflected in the solvency ratio, 

calculated as per the regulatory directive, of 2.25 as of mid-July 2019 (against the regulatory minimum of 1.5 times). The 

Insurance Board, the regulator, has revised the solvency margin calculation norms through a directive in FY2019. Only 

50% of the paid-up capital is now considered for the calculation of solvency margins w.e.f. FY2019 (100% of paid-up 

capital earlier). The solvency profile is likely to remain adequate over the regulatory minimum with the change in the 

method of calculation, and with expected future growth building up its asset base. CLICL’s incremental capital infusion 

plan is also likely to provide comfort to its solvency position to some extent. The absolute net worth of NPR 2,341 million 

as of mid-October 2020 will be over NPR 3 billion after capitalisation of the planned IPO of NPR 750 million and internal 

accruals.  

 

Satisfactory reinsurance arrangement – The company has adequate reinsurance arrangement with Best Meridian 

Insurance Company - BMIC (for regular life policies and catastrophic reinsurance, CAT XL) and Nepal Re (compulsory direct 

cession). While BMIC is rated A- by A.M. Best, Nepal Re is a Government of Nepal Undertaking (graded [ICRANP] IPO 

Grade 2 by ICRA Nepal). However, relatively higher standard risk retention compared to its peers of NPR 0.5 million per 

life, remains monitorable. 

 

Adequate quality of investment with good investment earning potential – CLICL’s net investment income stood at  

~NPR 341 million in FY2020 (~NPR 111 million in 3M FY2021), corresponding to the average investment yield of ~10% for 

both the periods (~11% in FY2019). The reduced yield is in line with the declining interest rate scenario in the Nepalese 

banking sector. A declining interest rate environment, post the Covid-19 pandemic, is likely to create pressure over the 

investment earning going forward. However, high concentration of the investment portfolio towards long-term bank 

fixed deposit receipts (FDRs) and debentures might support the investment yield for the medium term to an extent. This 

is likely to reflect positively on the policyholders’ and shareholders’ returns, going forward. CLICL’s investment portfolio, 

as of mid-October 2020, was compliant with the regulatory guidelines with ~96% of the portfolio in FDRs and debentures 

of BFIs. 

 

Experienced members in BOD and seasoned management team - CLICL’s BOD consists of experienced members of the 

Nepalese insurance industry. The company’s management team comprises seasoned professionals from the life insurance 

domain, which has aided the growth and performance of the company till date.  

 

 

Challenges 
Limited track record of operation with small market share – CLICL has a limited operating track record of less than three 

years (licenced in August 2017, the company commenced operation from October 2017). Due to its short span of 

operations, the company has a small market share of ~2% in the 19-payers industry with GPW of ~NPR 1,960 million in 

FY2020 (share of ~4% in terms of fresh premium in the Nepalese LICs industry). However, it remains the second largest 

player in terms of GPW among 10 new players, with a share of ~12%. The growth was backed by adequate network points 

and agency channel with an experienced BOD and management team. Mid-term growth may remain constrained by the 

economic impact of the Covid-19 pandemic.  

 

Modest policy continuation rate – CLICL’s policy continuation rate for FY2020 was ~72% in terms of premium, improved 

compared to compared to ~51% renewal in FY2019. This remains comparable to new age peers, however, remains lower 

than established peers. Policy continuation, going forward, might remain subdued with the decline in a propensity to save 

among the insured, due to economic distress resulting from the global pandemic. 

  



 
 

Moderate return indicators with high cost of operations – CLICL’s return indicators remain moderate, given the initial 

stage of operations and the high acquisition cost associated with the insurance business in initial years. Moreover, due 

to the sizeable endowment business, CLICL’s profitability remains highly reliant on the transfer of surplus on the actuarial 

evaluation of the life fund. ICRA Nepal also expects the onset of Covid-19 to negatively impact business in the near term, 

as well as higher claims. However, the acute awareness of insurance would result in higher demand for term products. 
 

In FY2020, CLICL reported a net profit of ~~NPR 192 million (NPR 231 million in FY2019) on a net premium of NPR 1,918 

million (net profit of NPR 61 million on a net premium of NPR 609 million in 3M FY2021) corresponding to a return on net 

worth of ~9% (~11% in 3M FY2021) before the transfer of the actuarial surplus from the life fund to the profit and loss 

account. Decent yield on investments of ~10% in FY2020 (~11% in FY2019) supported profitability to an extent. Improving 

operating expense ratio (total management expense of ~24% of GPW in FY2020 from ~30% in FY2019) with increasing 

scale has also aided the company’s profitability profile. The company would require a healthy pace of premium growth, 

an endowment product driven portfolio, and a growing life fund to improve its profitability.  

 

 

Analytical approach: For arriving at the grading, ICRA Nepal has applied its issuer rating methodology as indicated below. 
 

Links to applicable criteria 

Issuer Rating Methodology 

 

 

Company Profile 
Citizen Life Insurance Company Limited (CLICL) is a public limited life insurance company (LIC), licensed by the Insurance 

Board in August 2017 and operating since October 2017. Its head office is in Teku, Kathmandu. CLICL has been established 

with Nepalese capital by its promoters, who include the media industry (Kantipur Publications Pvt. Ltd.), Nepalese BFIs, 

merchant bankers, investment management companies, insurance companies and high net-worth individuals. On an 

overall basis, institutions hold ~25% share and the rest is held by individuals. 

 

CLICL is a new player in the life insurance industry of Nepal. Along with nine other LICs, CLICL was licensed by the Insurance 

Board in FY2017, taking the total number of life insurers to 19 from nine. As of mid-October 2020, the company has been 

in operation with 113 branches, approximately 15,000 individual agents and 30 corporate agents spread across the nation 

for procuring new business and extending after-sales services. 

 

CLICL’s total paid-up capital was NPR 1,750 million as of mid-October 2020 and will reach NPR 2,500 million after the 

public issuance. Post the IPO, the promoter-to-public shareholding ratio will be 70:30. CLICL reported a profit after tax of 

~NPR 192 million in FY2020 on a total asset base of ~NPR 4,535 million as of mid-July 2020 compared to a profit after tax 

of NPR 231 million in FY2019 on a total asset base of NPR 3,164 million. The company garnered a profit of ~NPR 61 million 

during 3M FY2021 on a total asset base of NPR 4,913 million as of mid-October 2020. 

 

  

https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.pdf


 
 

 

Key financial indicators: 

Amount in NPR million 
FY2018 

(Audited) 
FY2019 

(Audited) 
FY2020* 

(Provisional) 

Number of months in operation 9 12 12 

First year premium (FYP) 166 756 1,072 

Renewal premium (RP) - 85 603 

Single premium (SP) 236 324 285 

Total gross premium (TGP) 402 1,165 1,960 

Net premium 361 1,125 1,918 

Premium on endowment policies  178 954 1,777 

% share of endowment in total premium 44% 82% 91% 

Premium on term policies 224 212 183 

% share in total premium 56% 18% 9% 

Total management expenses 129 346 468 

% of gross premium 32% 30% 24% 

Total investment 2,053 2,680 3,828 

Yield on investment 13.3% 11.0% 10.2% 

Profit after tax 102 231 192 

Return on equity 7.9% 11.7% 8.8% 

Solvency margin 1.30 2.25** - 
* Before actuarial valuation 

** As per the regulatory directive, the solvency ratio should be 1.5 times or above. The paid-up capital of CLICL is only NPR 1.75 billion as against 
minimum licensing capital of NPR 2 billion. The solvency ratio is calculated at the available capital of NPR 1.75 billion. 
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About ICRA Nepal Limited:  
ICRA Nepal Limited, the first credit rating agency of Nepal, is a subsidiary of ICRA Limited (ICRA) of India. It was licensed 

by the Securities Board of Nepal (SEBON) on October 3, 2012. ICRA Nepal is supported by ICRA Limited through a technical 

support services agreement, which envisages ICRA helping ICRA Nepal in areas such as the rating process and 

methodologies, analytical software, research, training, and technical and analytical skill augmentation.  

 

Our parent company, ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and 

financial services companies as an independent and professional investment information and credit rating agency. Today, 

ICRA and its subsidiaries together form the ICRA Group of Companies. 
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